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Letter to Shareholders 
 
 
Dear Shareholders,  
 
There were two changes at artnet in the third quarter of 2002.  First, artnet.com AG 
changed its name into "artnet AG" according to the resolution of our Annual General 
Meeting.  Second, artnet left the "Neuer Markt" on October 4th and is now listed at 
"Geregelter Markt" at the Frankfurt Stock Exchange only.  This decision was a result of 
the Frankfurt Stock Exchange's announcement to abolish this segment in 2003 and 
based on the fact that being listed at Neuer Markt was no longer considered to be a 
positive attribute in the market.  Given these circumstances, it did not seem justified to 
continue paying the comparatively high listing costs. 
 
As a consequence, artnet is no longer obliged to publish quarterly reports.  
Nevertheless, we decided to continue publishing reports in order to keep our 
shareholders well informed about the business. 
  
As you can see from the financial statements, artnet has further stabilized its position in 
the third quarter of 2002.  In spite of increased Sales and Marketing expenses, overall 
operating expenses decreased.  Due to these cost cuttings and seasonal effects, a 
decrease in revenue by 11 % relative to the second quarter could not be avoided.  
However, net loss decrease d from € 132,000 in the second quarter to € 31,000 in the 
third quarter of 2002. 
 
A comparison of the first nine months of 2002 and 2001 shows a decrease in total 
revenue by 13% to € 3,898,000, and a decrease i n operating expenses by 53% to  
€ 4,542,000.  However, it should be noted that the appreciation of the Euro this past year 
put further pressure on the Company's reported Euro revenue. In US-Dollars, revenue 
decreased only by 8% from $ 4,089,000 to $ 3,824,000 as of September 30 th, 2002. 
 
In spite of weak economies in Europe and the United States we expect a continuation of 
the positive development of artnet and are looking forward to reporting a profit in the 
next year. 
 
Hans Neuendorf  
CEO 
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artnet AG 
 
Comments on the financial statements  
for the nine months ended September 30th, 2002 
 
 
Introduction 
 
The fine art business in our principal markets, U.S. and Europe, was not strong in the 
first nine months of 2002.  Though high profile artworks performed well at auction, the 
majority of the art trade remains weak.  Coming out of a now-confirmed recession in  
the U.S. that took place during the latter half of 2001, the dealer market is slow to re-
cover.  Because of these challenging markets, artnet has refocused its efforts on serving 
a primarily professional customer base with its established, core services and its core 
products.  This transition, begun in 2001 and continuing into 2002, has resulted in a dra-
matic reduction in expenses as compared to the year -ago period, combined with a 
moderate decrease  in revenues for the same period.  Thus, current period-to-period P/L 
comparisons are extremely favorable.  
 
 
Revenue 
 
Revenue in the third quarter amounted to Euro 1,149,000 which represents a decrease 
of 11 % compared to the second quarter of this year .  This reduction is primarily due to 
lower Online Gallery Network sales  as a consequence of a smaller September 2001 
customer base resulting from the 9/11 disaster.  In spite of these difficulties, total reve-
nue was augmented by Euro 97,000 or 9% compared to the third quarter of 2001.  
 
Regarding the first nine months of 2002, revenue decreased overall by about 13% re la-
tive to the same period last year, to a total of Euro 3,898,000.  As expected, the weak art 
market, dramatically reduced spending on sales and marketing, as well as the after  -
shock from the September 11th tragedy, resulted in lower Online Gallery Network reve -
nue.  However, revenue from artnet’s Fine Art Auction Database (FAAD), a critical tool 
for professionals across multiple disciplines, continued to be strong, increasing by 11 % 
relative to the same period last year.   
 
 
Operating Expenses 
 
Relative to the third quarter of last year, operating expenses decreased by more than 
13%.  In regard to the first nine months of the year, the reduction of overall costs, par-
ticularly in the areas of general and administrative as well as Sales and Marketing, 
resulted in a reduction from Euro 9,761,000 to Euro 4,542,000 relative to the same 
period last year.  This reduction represents a decrease of 53%.  
 
 
Net Loss 
 
Loss before taxes amounted to Euro 31,000 in the third quarter of 2002 (second quarter: 
Euro 132,000).  This represents a decrease of more than 93% compared to the third 
quarter of last year.  The improvement is due to a reduction of overall expenses and ad -
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ditional income in the form of $85,000 from New York State grants as a result of the 
9/11/2001 disaster.  Additional income was realized as a result of settlements with ven-
dors and an associated reduction of Accounts Payable .  Though artnet experienced a 
net loss, it should be noted that, after deducting non-cash expenses ( depreciation , 
amortiation and non-cash compensation) from operating expenses, artnet experienced a 
profit of Euro 346,000 for the quarter.  
 
Regarding the whole nine-month period, loss before taxes amounte d to Euro 374,000 
compared to Euro 5,246,000 for the same period last year.  The majority of this marked 
improvement, nearly 93% from the same period last year, is the result of stringent cost 
management.  Management anticipates that improving world economies should result in 
increased revenue, and thus, continued progress toward profitability throughout the 
current quarter and beginning of next year. 
 
 
Liquidity and Capital Resources 
 
The Company finished the period with Euro 305,000 in cash resources (9/30/2001: Euro 
56,000). Operating activities used Euro 377,000 compared with Euro 2,702,000 in the 
year ago period.  Euro 69,000 was used for investment purposes, while no cash was 
used for investment for the nine months of 2001.   
 
 
Outlook 
 
With the Company’s strategy refocused on serving a primarily professional customer 
base with its established, core services, Management anticipates that revenue growth 
will resume in the coming quarters helped by improving economies in the U.S. and 
Europe.  With expanding revenue and stable expense levels, Management’s objective is 
for the Company to reach the break -even point in operating profit during the current 
year.  Actually, if one eliminates all non-cash expenses (i.e., non -cash compensation 
and depreciation and amortization), artnet experienced an operating profit of Euro 
683,000 rather than an operating loss of Euro 645,000.  
 
The major concern for 2002 is the relatively low liquidity of the firm and the high amount 
of debt in the form of Accounts Payable.  However, it should be noted that during the first 
nine months of this year, Management has been successful in reducing Accounts Pay-
able and Accrued Expenses by 46% from a total of Euro 3,043,000 as of the end of last 
year to Euro 1,637,000 as of the end of the current period through a combination of debt 
negotiations and payments.  These payments were possible due to the improving liquid-
ity position during the period:  The Company experienced a net increase in cash and 
cash equivalents of Euro 141,000, as compared to a net decrease of Euro 1,374,000 for 
the same period last year.  Along with new product introductions and revenue enhance-
ment, debt reduction continues to be a major priority of Management and will be a 
central focus throughout the remainder of 2002.  



artnet AG
CONSOLIDATED BALANCE SHEETS

September 30, 2002 and December 31, 2001

9/30/2002 12/31/2001 9/30/2002 12/31/2001
Consolidated Consolidated Consolidated Consolidated

USD USD EURO EURO
CURRENT ASSETS

Cash and cash equivalents 299,644$          146,663$         305,427          163,931         
Accounts receivable-net 1,337,337         1,287,414        1,363,148       1,438,994      
Prepaids and other current assets 13,112              33,550             13,365            37,500           

 
Total current assets 1,650,093         1,467,627        1,681,940    1,640,425      

 
PROPERTY AND EQUIPMENT, Net 793,933            1,485,966        809,256          1,660,923      

LEASED PROPERTY UNDER CAPITAL 
LEASES - NET 14,499              17,396             14,779            19,446           

OTHER ASSETS
Intangible assets 76,791              --                      78,273            --                   
Security deposit 275,278            173,515           280,591          193,945         
Due from shareholder 71,850              62,408             73,237            69,756           
Other assets 237,093            110,326           241,669          123,316         

Total other assets 661,012            346,249           673,770          387,017         

TOTAL ASSETS 3,119,537$       3,317,238$      3,179,745       3,707,811      

LIABILITIES AND SHAREHOLDER'S DEFICIT

CURRENT LIABILITIES
Accounts payable 1,485,527$       2,101,814$      1,514,198       2,349,283      
Accrued expenses 120,489            620,897           122,814          694,001         
Due to shareholder 398,004            398,004           405,685          444,865         
Unearned revenue 1,344,404         1,168,572        1,370,351       1,306,160      
Current portion of obligations under capital leases 4,453                4,453               4,539              4,977             

TOTAL LIABILITIES 3,352,877         4,293,740        3,417,587       4,799,286      

COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS' DEFICIT

Common stock 5,923,484         5,923,484        5,610,522       5,610,522      
Treasury stock (735,971)           (735,971)          (722,807)         (722,807)       
Additional paid-in capital 56,222,097       56,222,098      54,170,003     54,170,003    
Deferred compensation (6,116,492)        (6,703,262)       (5,091,514)      (5,689,609)    
Accumulated deficit (53,426,366)      (48,959,745)     (51,899,464)    (46,906,943)  
Current losses (367,987)           (4,466,621)       (375,089)         (4,992,521)    
Foreign currency translation adjustment (1,732,105)        (2,256,485)       (1,929,493)      (2,560,120)    

TOTAL SHAREHOLDERS' DEFICIT (233,340)           (976,502)          (237,842)         (1,091,475)    

TOTAL LIABILITIES AND
SHAREHOLDERS' DEFICIT 3,119,537$       3,317,238$      3,179,745       3,707,811      



artnet AG
CONSOLIDATED STATEMENTS OF OPERATIONS

9/30/2002 9/30/2001 9/30/2002 9/30/2001 3rd Qtr/2002 3rd Qtr/2001 3rd Qtr/2002 3rd Qtr/2001
Consolidated Consolidated Consolidated Consolidated USD USD EURO EURO

USD USD EURO EURO
REVENUE  

Online gallery network $2,032,152 2,474,813$    2,071,373 2,720,809 $711,708 $731,680 599,382 662,518
Database subscriptions $1,791,596 1,492,178$    1,826,174 1,640,501 $646,525 $414,323 549,683 367,770
Bookstore -                   122,195$       -                  134,341 -                   $26,900 -                            21,817

TOTAL REVENUE $3,823,748 4,089,186      3,897,547 4,495,651 $1,358,233 $1,172,903 1,149,065 1,052,105
 
OPERATING EXPENSES

Cost of goods sold - bookstore -                   73,758$         -                  81,090 -                   $19,809 -                            17,387
Production support, production and editorial $1,046,018 1,456,135$    1,071,303 1,600,875 $350,512 $340,246 295,974 283,234
Selling and marketing $416,438 1,856,471$    414,282 2,041,004 $158,834 $387,895 127,113 306,910
General and administrative $1,691,220 4,731,660$    1,728,957 5,201,987 $634,984 $973,274 551,497 764,085
Noncash compensation expense $586,770 242,391$       598,095 266,485 $195,590 $3,691 162,019 (15,372)
Depreciation and amortization $716,034 517,844$       729,853 569,318 $254,280 $196,414 215,103 189,773

 
TOTAL OPERATING EXPENSES $4,456,480 8,878,260      4,542,490 9,760,759 $1,594,200 $1,921,330 1,351,706 1,546,017

 
LOSS FROM OPERATIONS ($632,732) (4,789,074)     (644,943) (5,265,108) ($235,967) ($748,427) (202,641) (493,912)

INTEREST EXPENSE - Net ($3,301) (277)$             (3,365) (304) ($3,283) ($88) (3,345) (80)

INTEREST INCOME $4,304 9,562$           4,387 10,513 $1,358 $772 1,103 134

OTHER INCOME $264,852 8,043$           269,964 8,842 $180,137 $555 175,526 -                           

LOSS FROM CONTINUING OPERATIONS BEFORE
    PROVISION FOR  INCOME TAXES ($366,877) (4,771,745)     (373,957) (5,246,057) ($57,755) ($747,187) (29,357) (493,858)

 
INCOME TAX PROVISION ($3,353) --$                  (3,418) -                   ($1,314) -                    (1,145) -                           

LOSS FROM CONTINUING OPERATIONS ($370,230) (4,771,745)     (377,375) (5,246,057) ($59,069) ($747,187) (30,502) (493,858)

DISCONTINUED OPERATIONS 
Income from bookstore operations, net of 

income tax benefit of $0 2,243           --$                  2,286 -                   $0 -                    (214) -                           

NET LOSS ($367,987) (4,771,745)$   (375,089) (5,246,057) ($59,069) ($747,187) (30,716) (493,858)

Three Months ended September 30, 2002 and 2001For the Nine Months ended September 30, 2002 and 2001



artnet AG
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Nine Months Ended September 30, 2002 and 2001

9/30/2002 9/30/2001
Consolidated Consolidated

EURO EURO
CASH FLOWS FROM OPERATING ACTIVITIES

 Net loss (375,089)                (5,246,057)          
Adjustments to reconcile net loss  to net
    cash provided by (used in) operating activities:

Depreciation and amortization 847,339                 569,318              
Provision for doubtful accounts --                            1,181,120           
Non-cash compensation 598,095                 241,145              
Impairment of fixed assets --                            1,097,833           

Changes in operating assets and liabilities:
Accounts receivable 75,846                   (570,285)             
Prepaid and other assets 24,135                   (28,099)               
Security deposits (86,646)                  --                         
Accounts payable (835,085)                (219,400)             
Accrued expenses (571,187)                (362,367)             
Other assets (118,353)                --                         
Unearned revenue 64,191                   634,983              
Foreign currency translation adjustment --                            --                         

 TOTAL ADJUSTMENTS (1,665)                    2,544,248           
 

 NET CASH USED IN           
  OPERATING ACTIVITIES (376,754)                (2,701,809)          

 
CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of property and equipment 15,000                   --                         
Purchase of property and equipment (6,005)                    --                         
Purchase of intangible assets (78,273)                  --                         

NET CASH USED IN 
  INVESTING ACTIVITIES (69,278)                  --                         

CASH FLOWS FROM FINANCING ACTIVITIES
Principal payment of capital lease obligations (438)                       16,844                
Loans from shareholders (42,661)                  (9,739)                 
Proceeds from sale of common stock --                            849,998              

 
 

NET CASH (USED IN) PROVIDED BY
  FINANCING ACTIVITIES (43,099)                  857,103              

Effects of exchange rate changes on cash 630,627                 470,795              

NET INCREASE (DECREASE) IN CASH
  AND CASH EQUIVALENTS 141,496                 (1,373,911)          

 
CASH – Beginning 163,931                 1,430,164           
 
CASH – Ending 305,427                 56,253                



artnet AG
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' DEFICIENCY (EURO)

For the Nine Months Ended September 30, 2002 and the Year Ended December 31, 2001
(According to US GAAP) Unaudited  

Additional Currency
Shares Paid-in Treasury Deferred Accumulated Exchange
Issued Amount Capital Stock Compensation Deficit Impact Total

BALANCE - JANUARY 1, 2001 5,349,102    5,349,102   53,581,425   (722,807)   (6,564,084)         (46,906,943)     (2,602,979)    2,133,714   

Issuance of common stock 111,420       111,420      288,578        --               --                        --                      --                   399,998      
Issuance of common stock 150,000       150,000      300,000        --               --                        --                      --                   450,000      
Deferred compensation --                  --                --                   --               874,475 --                      --                   874,475      
Net loss --                  --                --                   --               --                        (4,992,521)       --                   (4,992,521)  
Currency exchange impact --                  --                --                   --               --                        --                      42,859          42,859        

BALANCE - DECEMBER 31, 2001 5,610,522    5,610,522   54,170,003   (722,807)   (5,689,609)         (51,899,464)     (2,560,120)    (1,091,475)  

Deferred compensation --                  --                --                   --               598,095             --                      --                   598,095      
Net loss for the six months ended
      September 30, 2002 --                  --                --                   --               --                        (375,089)          --                   (375,089)     
Currency exchange impact --                  --                --                   --               --                        --                      630,628        630,628      
Treasury stock transactions  --                 

BALANCE - September 30, 2002 5,610,522    5,610,522   54,170,003   (722,807)   (5,091,514)         (52,274,553)     (1,929,492)    (237,841)     

Common Stock



artnet AG

Stock and Option Holdings of Management Board and Supervisory Board Members

Sept. 30, Sept. 30, Sept. 30, Sept. 30,
2001 2001 2002 2002

Shares Options
Average Option 
Exercise Price Shares Options

Average Option 
Exercise Price

Board of Directors and
Companies related
to Board Members
Hans 1,456,185 161,502 3.68 0 161,502 3.68
Neuendorf
Galerie 0 0 1,456,185 0
Neuendorf AG
Supervisory Board and
Companies related to
Board Members
Klaus-Jochen 376,890 39,557 4.87 0 39,557 4.87
Schaeffer
Schaeffer 0 0 600,000 0
Immobilien GmbH

Total 1,833,075 201,059 2,056,185 201,059


