








Artemis Ventures Fund, LoP o
(a California limited partnership)
Statement of Operations
For the Year Ended December 31, 2001

Interest income $ 315,993

Expenses:
Management fee
Professional fees

Otherexpenses

564,
45,
56,

Total exDenses
666,752

Net investment loss
(350,759)

Realized loss on investment
(2,557,601)

Unrealized appreciation (depreciation) on investments:
Beginning of year
End of year

5,337,082
(515,266)

Net change in unrealized appreciation (depreciation)
(5,852,348)

Net decrease in net assets resulting from operations $ (8,760,708)

The accompanying notes are an integral part of these [mancial statements.
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Artemis Ventures Fund, LoP 0
(a California limited partnership)
Statement of Changes in Partners' Capital
For the Year Ended December 31. 2001

General

Partner

Limited
Partners Total

Balances, January 1,2001 $ 1,251,617 $ 26,242,877 $ 27,494,494

Net investment loss (3.508) (347,251 ) (350,759)

(25,576)Realized loss on investment (2,532,025) (2,557,601)

Net change in unrealized depreciation (1,035,197) (4,817,151) (5,852,348)

Balances, December 31, 2001 $ 187,336 $ 18.546.450 $ 18.733.786

The accompanying notes are an integral part of these fmancial statements.
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Artemis Ventures Fund, L.P .
(a California limited partnership)
Statement of Cash Flows
For the Year Ended December 31, 2001

$ (8,760,708)

5,85~

(13:

2,55)

8,247
38,802

9,271
6,527

Cash flows from operating activities
Net decrease in net assets resulting from operations
Adjustments to reconcile net decrease in net assets
resulting from operations to net cash used in
operating activities:

Net change in unrealized depreciation on investments
Interest added to portfolio investments
Realized loss on investment

Changes in assets and liabilities:
Due from management company
Prepaid insurance
Accrued liabilities
Due to/from related party

Net cash used in operating activities
(423,374)

Cash flows from investing activities
Purchase of investments

(3,091,100)

Cash flows from financing activities

Capital contributions received from limited partners 81,271

Net decrease in cash and cash equivalents
(3,433,203)

Cash and cash equivalents, beginning of year
6,714,223

Cash and cash equivalents, end of year $ 3,281,020

Supplemental disclosure of non-cash investing activities
Conversion of notes receivable into privately held preferred stock $ 2,750,000

The accompanying notes are an integral part of these fmancial statements.
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Artemis Ventures Fund, LoP 0
(a California limited partnership)
Notes to Financial Statements

The Partnership1.

Artemis Ventures Fund, L.P. (the "Partnership"), was formed on March 12, 1999 for the purpose of
investing principally in early stage emerging software and Internet technology-related companies.
The Partnership will continue until March 12, 2009, unless terminated sooner or extended in
accordance with the Partnership Agreement (the " Agreement"). The general partner of the

Partnership is Artemis Management Company LLC.

2. Significant Accounting Policies

Use of estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Investment valuation

Investments consist of investments in stock and convertible notes. Publicly traded securities,
subject to considerable price fluctuations, are valued at the closing market prices on
December 31, 200 I, less a discount if restricted; there were no such securities in the portfolio
as of December 31, 2001. Investments not currently traded in a public market and subject to
restriction on resale are carried at estimated fair value as determined by the general partner
after giving consideration to operating results, financial conditions, recent sales prices of
issuers' securities and other pertinent information. Because of the inherent uncertainty of
valuations, however, estimated fair values may differ significantly from the values that would
have been used had a ready market for the securities existed, and the differences could be
material. The Partnership may also have risk associated with its concentration of investments
in certain geographic areas and certain industries.

Warrants received in connection with investments in portfolio companies are not recognized
in the financial statements as management believes the value of these instruments at the time
of the receipt is not material.

Cash and cash equivalents

The Partnership considers cash in demand deposit accounts and certificates of deposit
purchased with an original maturity of three months or less to be cash equivalents. At
December 31, 2001, all cash and cash equivalents were on deposit in demand accounts with
one bank. At times, bank deposits may be in excess of federally insured limits.
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Artemis Ventures Fund, L.P .
(a California limited partnership)
Notes to Financial Statements

Organization and syndication costs

Organization costs incurred in the formation of the Partnership were charged to expense when
incurred. Syndication costs incurred in connection with the offering of limited partnership
interests are reflected as a reduction of partners' capital.

Income taxes

There is no provision for income taxes in the financial statements of the Partnership as the
Partnership is not subject to income tax. Each partner is individually liable for its own tax

payments.

Allocation of profits and losses

Any profit, as defined in the Agreement, is allocated first to the capital accounts of all of the
partners based on their respective amounts of their capital commitment (the "Partnership
percentages"), until the aggregate profit allocated for the current and all prior accounting
periods equals the aggregate loss allocated for the current and all prior accounting periods.
Then, the profit is allocated 20% to the capital account of the general partner and 80% to the
capital accounts of all the partners in proportion to their respective Partnership percentages.

Any loss, as defined in the Agreement, is aIJocated first 20% to the capital account of the
general partner and 80% to the capital accounts of aIJ partners in proportion of their respective
Partnership percentages until the aggregate loss aIJocated for the current and aIJ prior
accounting periods equals the aggregate profit for the current and aIJ prior accounting periods.
Any remaining loss is aIJocated to the capital accounts of a]] partners in proportion to their
respective Partnership percentages.

However, the Agreement specifies that a net loss cannot be allocated to any partner's capital
account to the extent that such allocation reduces the capital account below zero. This net loss
which cannot be allocated to that partner (contingent loss) is allocated to the capital accounts
of the others partners. This contingent loss will be restored from future profits, if any.

Distributions

The Agreement provides for mandatory and discretionary distributions during the term of the
Partnership. In general, the Agreement requires an annual distribution in an amount equal to
30% of the aggregate taxable income allocated to such partners. Discretionary distributions
are made to all partners in proportion to their respective Partnership percentages until the
limited partners have received in the aggregate distributions from the Partnership equal to
100% of the limited partners' aggregate capital commitments. Then, all distributions are made
to the partners in proportion of their respective capital account balance, as defined in the
Agreement, as of the date of the distribution.

3. Partners' Capital

At December 31,2001, the Partnership's committed and contributed capital is $22,592,929. During
the prior year, one partner failed to make his capital call and was subsequently called in default by
the General Partner. The noncontributing Partner's capital account was then offered to all other

R



Artemis Ventures Fund, LoP 0
(a California limited partnership)
Notes to Financial Statements

limited partners, on a pro-rata basis, in accordance with the Partnership Agreement (§4.5
Noncontributing Partners). The capital accounts of the partners at December 31, 2000, as shown in
the accompanying Statement of Changes in Individual Partners' Capital Accounts, reflect the
reallocation of the defaulting partner's interest to the accounts of the partners who participated in the

purchase.

General

Partner

Limited
Partners Total

Contributed capital $ 225,930 $22,366,999 $22,592,929

(311) (30,816) (31,127)Syndication costs

Net investment loss (7,551) (747,598) (155,149)

(25,576) (2,532,025) (2,557,601)Realized gain (loss) on investments

Net unrealized depreciation on investments

Balances, December 31,2001

4. Management Fee and Other Partnership Expenses

As compensation for services rendered, the general partner receives an annual management fee, paid
semi-annually in advance, of2.5% of the total committed capital of the Partnership. The general
partner bears all normal operating costs and expenses incurred in connection with the management of
the Partnership; the Partnership bears all costs and expenses incurred in the purchase, holding, sale or
exchange of securities, as well as interest on indebtedness incurred by the Partnership, certain legal
and accounting fees and other expenses which are specifically defined in the Partnership agreement.

5. Financial Highlights

The following financial highlights have been calculated in accordance with the American Institute of
Certified Public Accountants Statement of Position 95-2, Financial Reporting by Nonpublic
Investment Partnerships, for the year ended December 31, 2001:

Net investment loss (1.9%)

(3.6%)
5.5%
1.9%

Operating expense
Incentive allocation
Total expenses and incentive allocation

Total return before incentive allocation
Incentive allocation
Total return after incentive allocation

(36.2%)
4.5%

(31.7%)
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Artemis Ventures Fund, LoP 0
(a California limited partnership)
Notes to Financial Statements

The ratios of net investment loss to average net assets, of operating expenses to average net assets
and total return are calculated for the Limited Partners as a class. Total return, which reflects the
month-to-month change in net assets, was calculated using returns which have been geometrically
linked and utilize the average monthly capital transactions. The total expenses and incentive
allocation and the total return after incentive allocation adjust the operating expenses and total return
before incentive allocation calculations for the General Partner's carried interesL
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