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Edgar Filing: ARTEMIS INTERNATIONAL SOLUTIONS CORP - Form S-1/A

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. o

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. o

CALCULATION OF REGISTRATION FEE

Title of Security Amount to Offering Price Aggregate Amount of
To be Registered be Registered(1) Per Share(2) Offering Price(2) Registration Fee(2)(3)

Common Stock, $.001 par value, Underlying Preferred

Stock 5,113,635 shares $2.25 $11,505,679 $1,457.77

Common Stock, $.001 par value, Underlying Covertible

Note 903,308 shares $2.25 $2,032,443 $257.51

Common Stock, $.001 par value, Underlying Warrants 1,990,107 shares $2.25 $4,477,741 $567.33

Total 8,007,050 shares $18,015,863 $2,282.61

M
In the event of a stock split, stock dividend, or similar transaction involving common stock of the registrant, in order to prevent
dilution, the number of shares registered shall be automatically increased to cover the additional shares in accordance with Rule 416(a)
under the Securities Act. Since Artemis is registering the maximum number of shares underlying certain warrants with conversion
rates that vary according to the market, the registrant believes that the immediately preceding sentence complies with the Rule cited
therein. This registration statement covers an aggregate of 8,007,050 shares.

@3
Estimated solely for the purpose of calculating the registration fee as determined in accordance with Rule 457(c) under the Securities
Act based on the average of the high and low sales prices per share of common stock as reported on the Over-the-Counter Bulletin
Board on August 6, 2004.

3)

Artemis previously paid $2,183.01 to SEC for Registration Fees on July 19, 2004 when the Form S-1 was first filed. With this
amended Form S-1 filing, which now includes an additional registration of 1,059,557 shares, Artemis is paying an additional of
$99.60, for total of $2,282.61 in Registration Fees.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until
the registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the registration statement shall become effective on such
date as the Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. These securities may not be sold until the registration statement
filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell nor does it seek an
offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED AUGUST 24, 2004
PROSPECTUS
ARTEMIS INTERNATIONAL SOLUTIONS CORPORATION

8,007,050 SHARES OF COMMON STOCK

The shares of common stock, par value $.001 per share, of Artemis International Solutions Corporation are being offered by this
prospectus. The shares covered by this prospectus consist of 5,113,635 shares issuable upon the conversion of convertible preferred stock,
903,308 shares issuable upon conversion of a convertible note, and 1,990,107 shares issuable upon exercise of stock warrants. The shares will be
sold from time to time by the selling shareholders named in this prospectus at prices determined by the prevailing market price for the shares or
in negotiated transactions. We will not receive any of the proceeds from the sale of the shares.

Our common stock is quoted on the Over-the-Counter Bulletin Board (the "OTC BB") under the symbol "AMSI". On August 6, 2004, the
last sale price of our common stock as reported on the OTC BB was $2.25 per share. See "Use of Proceeds," "Selling Shareholders" and Plan of
Distribution" for a description of the sales of shares by the selling shareholders.

Investment in our common stock involves a number of risks. See section titled "Risk Factors" beginning on page 6 to read about certain
factors you should consider before buying shares of our common stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The information in this prospectus is not complete and may be changed. The selling shareholders may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is declared effective. This prospectus is not an offer to sell these
securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

The date of this amended prospectus is August 24, 2004.
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You should rely only on the information contained in this prospectus. We have not, and the selling shareholders have not, authorized any
other person to provide you with information that is different from that contained in this prospectus. The information contained in this
prospectus is accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or of any sale of common stock.

non "non non

In this prospectus, "we," "us," "our company," "the Company," and "our" refer to Artemis International Solutions Corporation and its
subsidiaries unless the context requires otherwise.
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PROSPECTUS SUMMARY

You should read this summary together with the entire prospectus, including the more detailed information in our consolidated financial
statements and related notes appearing elsewhere in this prospectus.

Our Business

Artemis International Solutions Corporation, including its subsidiaries ("Artemis", "We", or the "Company"), is one of the world's leading
providers of investment planning and control software and services. Since 1976 we have been helping organizations improve their performance
through portfolio, project and resource management. Improved performance requires continuous alignment of investments with strategic
business goals, consequently the ability to effectively select, plan, budget and control investment projects becomes the key for optimizing
corporate resources. We believe this creates an even greater requirement for integrated investment planning and control solutions to support the
needs of value creation, visibility, governance and compliance.

The Company has a 28-year history of successfully delivering enterprise and project management solutions to Global 2000 customers with
extensive portfolio and project management needs. Our customers rely on Artemis' software to manage their business-critical processes.
Customers use our software in such key areas as (i) IT management and governance, (ii) developing new products such as pharmaceuticals,

(iii) helping governmental agencies promote business efficiency through better alignment and allocation of resources, (iv) maintaining nuclear
power stations and (v) managing the Joint Strike Fighter Program for the US government.

Our corporate offices are located at 4041 MacArthur Boulevard, Suite 401, Newport Beach, CA 92660 and our telephone number at that
address is (949) 660-6500.

Key Business Focus and Strategy

Throughout 2003 and the first half of 2004 we have focused on refining our experience and understanding of market needs into a suite of
industry optimized solutions that integrate application modules with packaged consulting services to provide an immediate response to today's
business needs.

Our understanding of the business issues encountered within different market environments has enabled us to fine tune our solutions to
address the specific requirements of multiple industry sectors including Automotive, Aerospace and Defense, High Technology, National and
local Government, Energy, Telecommunications, Financial Services and Pharmaceuticals.

Artemis investment planning and control solutions ("Solutions") support value creation for both industry and the public sector by ensuring
better alignment of strategy, investment planning and project execution. The Solutions can be deployed throughout the organization to address
specific business needs including; IT management and governance, new product development, program management, fleet and asset
management, power outage management and detailed project management.

Artemis markets its Solutions through its own direct sales and service organizations with multiple office locations in the United States, the
United Kingdom, France, Finland, Germany, Italy, Japan and the Pacific Rim. Additionally, an extensive distributor network provides sales and
service capabilities in other European countries, Australia, Asia Pacific and Latin America.

With over 550,000 users worldwide, and a global network covering 47 countries, Artemis offers a unique ability in the portfolio and project
management market based on its size, experience, global presence and innovative solutions. Our international presence not only enables us to
service global organizations, but provides strong protection against fluctuating market demands that typically affect companies relying on
specific geographies for the majority of their business. The international
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dimension of Artemis is clearly reflected by our new web site (http://www.aisc.com) introduced this year. This site provides consistent
information to the world in 10 languages, while enabling individual countries to promote their specific regional focus.

Our Products
Artemis industry optimized Solutions are built around our two core software products:

Artemis 7, which replaced Portfolio Director in July 2003, is a fully web-based product representing a true merger of investment planning,
prioritization and control, and portfolio and organizational budgeting with operational project and resource management. Artemis 7 provides
enterprise wide alignment of investments with business strategy without enforcing a single consistent level of process maturity across the entire
organization. Artemis 7 includes additional functionality such as Program Management, Project Management, Resource Management and Time
Recording and supports a broader spectrum of processes than Portfolio Director. Artemis 7, including its predecessor product Portfolio Director,
has had wide acceptance in Western Europe and is now gaining traction in the United States and Asia; and

Artemis Views, a web and client server product designed to manage project based work in organizations with well-established project
management practices. Artemis Views comprises a series of core modules including: Project Management, Advanced Planning and Resourcing,
Earned Value Management, Time Reporting and Project Analytics.

History

As used herein:

"Opus360" refers to Opus360 Corporation, a Delaware corporation, prior to the closing of certain share exchange
transactions described below. Opus360 was incorporated in August 1998 to provide an integrated web-based service to
streamline the procurement and management of professional services.

"Legacy Artemis" refers to Artemis Acquisition Corporation, a Delaware corporation and the former parent corporation of
the Artemis business organization. Prior to the share exchange transactions described below, Legacy Artemis was a wholly
owned subsidiary of Proha Plc ("Proha"), a Finnish corporation, whose stock is publicly traded on the Helsinki Stock
Exchange. Legacy Artemis was a developer and supplier of comprehensive project and resource collaboration application
software products and consulting services.

In November 2001 the Company changed its name to "Artemis International Solutions Corporation" which refers to
Opus360 after the closing of certain share exchange transactions described below.

In April 2001, Opus360 and Proha entered into a share exchange agreement (the "Share Exchange Agreement"), pursuant to which
Opus360 agreed to exchange 80% of its post-transaction outstanding common stock for all of the capital stock of Legacy Artemis, and 19.9%
each of two Finnish subsidiaries of Proha, Intellisoft Oy and Accountor Oy, respectively.

Proha acquired Legacy Artemis and transferred its interests in several companies based in Europe, Asia and the United States to Legacy
Artemis in August 2000. In addition, Proha contributed its directly held interests in several companies to Artemis in conjunction with the share
exchange transactions effective July 31, 2001 (see below for additional information). Each of the "Contributed Businesses" is reflected as having
been contributed by Proha as of the later of the date Legacy Artemis was acquired by Proha, or the date these interests were under the control of
Proha. These Contributed
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Businesses are included in the results of Artemis as of the effective date a majority interest was transferred to Artemis.

The active Contributed Businesses and the effective dates of their contribution to Legacy Artemis are as follows:

Current Company Name Location Contribution Date
Artemis Finland Oy Finland August 24, 2000
Artemis International Solutions Ltd. United Kingdom August 24, 2000
Artemis International Limited Japan August 24, 2000
PMSoft Asia Pte. Ltd. Singapore December 1, 2000
Artemis International S.p.A. Italy December 1, 2000
Enterprise Management Systems Sarl Italy December 1, 2000
Artemis International Sarl France December 1, 2000
Solutions International France December 1, 2000
Artemis International GmbH Germany December 1, 2000

The transaction was structured in two steps (the "Share Exchange Transactions") since the number of authorized Opus360 shares needed to
be increased to allow for the issuance of 8.0 million new shares to Proha.. Despite its two step structure, the transaction was accounted for upon
the consummation of the first closing because Proha gained a majority controlling interest and the voting agreements discussed below effectively
"locked in" phase two of the transaction.

In connection with the Share Exchange Agreement, Proha entered into two voting agreements, one with Ari B. Horowitz, (cofounder of
Opus360 and member of the Artemis Board of Directors), and one with Opus360. Pursuant to these agreements, Mr. Horowitz agreed among
other things to cause all of his 133,000 shares of Opus360 common stock to be voted in favor of the second closing. Also, Proha agreed among
other things to cause all of its 3.0 million shares of Opus360 common stock to be voted in favor of the second closing.

As a result of the above voting agreements, there were commitments to vote in favor of the second closing representing approximately 62%
of the outstanding common stock. Accordingly, the transaction was not treated as a step acquisition since Proha obtained a majority controlling
and voting interest upon consummation of the first closing.

On July 31, 2001, Opus360 consummated the first phase of the share exchange. In connection with the share exchange Opus360 acquired
all of the capital stock of Legacy Artemis in exchange for approximately 3 million shares of common stock of Opus360. As a result of this
exchange, Proha obtained a controlling ownership and management interest in Opus360. Accordingly, the transaction was accounted for as a
reverse acquisition with Legacy Artemis treated as the accounting acquiror and accounted for under the purchase method of accounting in
accordance with the provisions of Statement of Financial Accounting Standards ("SFAS") No. 141, "Business Combinations." The second
closing was completed on November 20, 2001 by the filing by Opus360 of a definitive proxy statement with the Securities and Exchange
Commission (the "SEC") containing the required disclosures and financial information of the combined and consolidated companies. At the
second closing, Opus360 delivered approximately 5 million additional shares of its common stock in return for the delivery by Proha of 19.9%
of the outstanding common stock of two Proha subsidiaries. Since completion of the second closing, Proha has owned approximately 80% of the
post-transaction outstanding common stock of the Company.

In November 2002, the Company sold its 19.9% interest in Accountor Oy to Pretax Ltd, an unrelated party, for a pretax gain of
approximately $0.7 million.
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In December 2002, the Company sold the operations of ABC Technologies Sarl ("ABC Technologies France"), a wholly-owned subsidiary
of Artemis International Sarl, France, to SAS Institute. The total proceeds from this transaction were approximately $0.4 million.

In October 2003, the Company sold the assets of its Software Productivity Research ("SPR") operations to a group of individuals. SPR is
now privately owned and separately registered in the state of Delaware as Software Productivity Research, LLC. Total consideration received
for the sale of SPR including liabilities assumed by the buyer, was approximately $0.4 million.

Preferred Series A Financing

On June 16, 2004 (the "Closing Date"), the Company completed a private placement of $9.0 million of unregistered convertible preferred
stock (the "Preferred Series A Financing"). In connection with the private placement, the Company issued an aggregate of 4,090,909 shares of
convertible preferred stock (the "Series A Preferred Stock") to certain accredited investors (the "Series A Holders"), priced at $2.20 per share,
each of which is convertible into one share of common stock.

In addition, the Company issued to the Series A Holders (i) 5-year warrants to purchase an aggregate of 409,090 shares of common stock at
an exercise price of $2.64 per share (the "Initial Warrants") and (ii) 210-day warrants (a) that are exercisable only in the event that the Six Month
Price (as defined below) is less than $2.20 and (b) to purchase a variable number of shares of common stock at $.01 per share based upon the Six
Month Price. The number of issuable shares will be determined by the "Six Month Price" which is defined as the greater of $1.75 or the lowest
average closing price of the common stock of the Company for any 15 consecutive day period during the six-month period immediately
following the Closing Date (the "Additional Warrants"). The Initial Warrants vested and became fully exercisable on the issuance date. The
maximum number of shares issuable for the Additional Warrants is approximately 1,058,000 shares.

Proceeds from the financing will be used for (i) working capital, (ii) the repayment of debt and (iii) to strengthen the Company's balance
sheet. $2,157,630 of the proceeds were transferred on behalf of Artemis directly to Laurus Master Fund, Ltd. ("Laurus") to pay off the
over-advance portion due to Laurus under a line-of-credit arrangement. (See "Risk Factors" below and Note 19 to the Company's annual
consolidated financial statements included elsewhere herein for additional information regarding the Laurus credit facility.) In addition,
$2,342,370 of the proceeds were placed into escrow for a thirty-day period subject to the satisfaction of certain conditions set forth in an escrow
agreement. The Company has met the conditions, and expects to receive the funds held in escrow.

The Series A Holders (i) are entitled to one vote per share on all matters upon which holders of common stock are entitled to vote, (ii) have
certain voting consents and (iii) so long as at least twenty-five percent of the shares of preferred stock are outstanding, have the right to elect one
member of the board of directors of the Company.

Each of the exercise prices and the number of shares underlying the warrants are subject to anti-dilution adjustments in connection with
mergers, acquisitions, stock splits, dividends and the like. The Series A Holders may pay the exercise price for the shares to be purchased upon
exercise of the warrant by paying cash equal to the number of shares to be purchased times the appropriate exercise price per share, or, if the
market price of our common stock exceeds the exercise price to be paid per share, the Series A Holders may, at their option, exchange the right
to purchase all or part of the maximum shares underlying the warrant for that number of shares equal in value to the amount by which the
closing price of a share of our common stock preceding the exercise date exceeds the exercise price, multiplied by the number of shares to be
purchased at that exercise price.
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So long as at least 30% of the Series A Preferred Stock are outstanding, the Company cannot, directly or indirectly, redeem, or declare or
pay any cash dividend or distribution on, the common stock without the prior express written consent of the holders of at least a majority of the
Series A Preferred Stock.

Laurus Credit Facility

On August 14, 2003, the Company entered into an agreement with Laurus and received a $5.0 million revolving credit facility (the "Laurus
Facility") in the form of a three-year Convertible Note secured by a security interest in all of the Company's property and assets located in the
United States (US) and the United Kingdom (UK), except for intellectual property rights. Borrowings under the Laurus Facility are based on the
balance of eligible trade accounts receivable reported by the Company's operating entities in the US and the UK. The Laurus Facility
automatically renews every three years unless cancelled by the Company or Laurus. In conjunction with the original transaction, Laurus was
paid a fee of $175,000 and received a ten-year transferable warrant (the "Laurus Warrant") to purchase 125,000 shares of the Company's
restricted common stock. The estimated fair value of the Laurus Warrant of approximately $237,000 has been treated as additional interest
expense and is being amortized over the three-year life of the revolving credit facility, unless sooner terminated. The fair value of the Laurus
Warrant was estimated based on the following assumptions: expected volatility: 272%; dividends: zero; risk free interest rate: 2.6%; and
expected life of the warrant: 5 years. The warrant permits Laurus to purchase up to 50,000, 50,000, and 25,000 shares of the Company's
restricted common stock at exercise prices of $3.41, $4.10, and $4.78 per share, respectively. The Laurus Warrant exercise price and the number
of shares underlying the warrant are subject to anti-dilution adjustments for stock splits, combinations and dividends.

The Company used $2.2 million of the net proceeds of the Preferred Series A Financing completed June 16, 2004 (see page 4) to reduce the
amount outstanding under the Laurus Facility from $3.5 million to $1.3 million. The amount outstanding was subsequently increased to
$1.5 million as part of the restructuring discussed below.

On July 30, 2004, the Company and Laurus agreed to restructure and amend the revolving credit facility and replaced the Secured
Convertible Note of up to $5.0 million with a Secured Convertible Minimum Borrowing Note (the "Minimum Borrowing Note") in the amount
of $1.5 million and a Secured Revolving Note of up to $3.5 million (the "Laurus Restructuring"). The Minimum Borrowing Note is due on
August 26, 2006 and is convertible into common stock of the Company at the option of the holder at the following prices: 190,000 shares at
$1.45 per share, 190,000 shares at $1.81 per share, and 342,646 shares at $2.57 per share. Thereafter, the conversion price adjusts to 105% of the
average closing market price of the Company's common stock for the five trading days immediately preceding each additional borrowing (in
serialized $1.5 million increments) under the Minimum Borrowing Note. Loans exceeding $1.5 million may be available to the Company, based
on a formula set forth in the original Minimum Borrowing Note. All of the aforementioned conversion prices are subject to downward
adjustment under certain conditions. Under the terms of the related agreement, absent an event of default as defined, conversion of the Minimum
Borrowing Note into the Company's common stock may not result in beneficial ownership by Laurus (including shares issuable under the
Laurus Warrant that are exercisable within sixty days of any determination date) of more than 2.5% of the Company's outstanding common
stock. The Minimum Borrowing Note has a 30% prepayment penalty. Any loans under the Secured Revolving Note are convertible only in an
event of default. The Company had no loans outstanding under the Secured Revolving Note as of the date of this registration statement.

Absent an event of default as defined, the post-February 15, 2004 interest rate on both of the July 2004 amended Laurus notes described
above is (except as explained in this paragraph) the greater of the Wall-Street-Journal prime rate plus 0.75% (the "adjustable interest rate") or
5%. After the
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registration statement on Form S-1 filed on July 19, 2004 as may be amended from time to time, is declared effective by the SEC (see below),
the adjustable interest rate may be periodically reduced based on certain defined differences between the average market price of the Company's
common stock and the conversion prices set forth above, provided that such market price is at least 130% of the applicable conversion price. The
maximum contractual adjustment would reduce the discounted interest rate to the prime rate minus 1.25%.

Under the original agreements, the Company was obligated to file a registration statement with the SEC by September 15, 2003 to register
the Company's common stock underlying the Laurus Facility. The Company was delinquent in filing such registration statement and was subject
to potential liquidated damages as a result of this delinquency. As part of the Laurus Restructuring, the Company received a waiver from Laurus
with respect to their rights and remedies for the failure to file the registration statement timely. In consideration for such waiver, the Company
has agreed to pay a penalty of $75,000. The Company has further agreed with Laurus to reset the filing deadline for such registration statement
to August 29, 2004.

The Offering
Common stock underlying preferred stock(1) 5,113,635 shares
Common stock underlying the Series A Preferred Stock warrants(2) 1,833,858 shares
Common stock underlying the convertible note(3) 903,308 shares
Common stock underlying the Laurus warrant(4) 156,250 shares
Common stock to be outstanding after the offering(5) 14,055,926 shares
Maximum common stock to be outstanding after the offering 15,892,576 shares
including warrants(6)
Use of Proceeds We will not receive any of the proceeds from the sale of the shares of

common stock because they are being offered by the selling
shareholders and we are not offering any shares for sale under this
prospectus, but we may receive proceeds from the exercise of
warrants held by the selling stockholders. See "Use of Proceeds."

OTC Bulletin Board symbol "AMSI"

)
Represents 125% of the common shares underlying the Series A Preferred Stock to be registered under the Registration Rights
Agreement between the Company and the Series A Holders.

@
Represents 125% of the maximum shares issuable upon exercise of the Initial Warrants and Additonal Warrants as defined on page 4
under section "Preferred Series A Financing".

3
Represents 125% of the maximum shares issuable upon conversion of the Minimum Borrowing Note as defined on page 5 under
section "Laurus Credit Facility".

C)

Represents 125% of the maximum shares issuable upon exercise of the Laurus Warrant as defined on page 5 under section "Laurus
Credit Facility".

10
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®)

Represents common stock outstanding assuming conversion of all of the Series A Preferred Stock issued.

(0)
Represents common stock outstanding assuming conversion of all of the Series A Preferred Stock, exercise of the Initial Warrants and
Additional Warrants owned by the Series A Holders, and conversion of debt outstanding under the Minimum Borrowing Note and/or
exercise of the Laurus Warrant. Laurus ownership of the Company's outstanding common stock is contractually limited to 2.5%.

This prospectus relates solely to the registration of 8,007,050 shares of our common stock by the selling shareholders. The outstanding
share information is based on our shares outstanding as of August 6, 2004 and excludes:

an aggregate of 2,492 shares of common stock reserved for issuance upon the exercise of outstanding warrants;

an aggregate of 1,799,944 shares of common stock reserved for issuance upon the exercise of outstanding options granted
under our stock option plans, and

an aggregate of 653,311 shares of common stock issuable upon exercise of options reserved for future grant under our stock
option plans.

Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully review and consider the risks listed in the "Risk
Factors" section beginning on page 6 of this prospectus, as well as the other information contained in this prospectus, before deciding to invest in
shares of our common stock or to maintain or increase your investment in shares of our common stock. You should also review our 2003 Annual
Report filed with the SEC on Form 10-K/A on July 16, 2004, and our subsequent reports on Forms 10-Q and 8-K. The risks and uncertainties
described below are not the only onces we face. Additional risks and uncertainties not currently known to us or that we currently deem
immaterial may also adversely affect our business, financial condition and operating results. If any of the following risks, or any other risks not
described below, actually occur, it is likely that our business, financial condition and operating results could be seriously harmed. As a result, the
trading price of our common stock could decline, and you could lose part or all of your investment.

11
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RISK FACTORS

The occurrence of any of the following risks could materially and adversely affect our business, financial condition and operating
results. In that case, the trading price of our common stock could decline and you might lose all or part of your investment.

We have Incurred Significant Losses in the Past, and We May Continue to Incur Significant Losses in the Future. If We Continue to
Incur Losses, Our Business Will Be Adversely Affected to a Material Extent.

The Company has incurred substantial recurring losses from operations since inception, and has a history of negative operating cash flow.
At June 30, 2004, the Company's current liabilities exceeded current assets by $188,000. In addition, the Company has an accumulated deficit of
$88.7 million at June 30, 2004, and experienced negative operating cash flow of approximately $2.6 million during the six months then ended.
The Company will benefit from the funding received as a result of the Preferred Series A Financing transaction as described above. Said
transaction, however, entails certain risks of its own, as described more fully below. And, notwithstanding receipt of such funds, the Company
may not be able to achieve the level of sales or contain its costs in the long term sufficiently to generate sufficient cash flow to fund its
operations.

Our Financial Condition has Raised Substantial Doubt Regarding Our Ability to Continue as a Going Concern

As discussed elsewhere in this prospectus, we have incurred substantial operating and net losses, as well as (except calendar 2002) negative
operating cash flows, since our inception. As a result, the independent auditor's report accompanying our consolidated financial statements
starting with our Annual Report on Form 10-K for the year ended December 31, 2001, contains an explanation that our financial statements have
been prepared assuming that we will continue as a going concern. Factors such as those described in the preceding risk factor raise substantial
doubt about the Company's ability to continue as a going concern. Management has undertaken to significantly reduce costs through a series of
actions, including, but not limited to, lowering headcount, reducing operating costs and considering various financing alternatives for its
operations. On June 16, 2004, we completed the Preferred Series A Financing transaction described above with a group of accredited investors
headed by Emancipation Capital LP. Notwithstanding either the management undertakings to reduce costs or the raising of funds through the
private placement, we cannot assure you that management's efforts will lead us to profitability, nor can we provide any assurance that we can
continue raising funds on acceptable terms. The consolidated financial statements do not include any adjustments that might result from the
outcome of these uncertainties. As a result, our ability to continue to operate as a going concern will depend on our ability to raise working
capital and further streamline our operations and/or increase sales. Our failure in any of these efforts may materially and adversely affect our
ability to continue as a going concern.

The Current Slow Economy or Downturn in other Parts of the World and Stagnant or Reduced Information Technology Spending May
Negatively Affect Demand For Our Products And Services Which Would Adversely Affect Future Revenue.

Recent worldwide economic indicators, including but not limited to gross domestic product and job growth figures in the U.S., reflect a
slowdown in economic activity not only in the United States, but globally as well, including Western Europe (e.g., Germany) and Asia. Some
parts of the world currently are suffering actual downturns, not just slow growth. This world wide trend is critical, given that approximately 73%
of our Company's revenue in 2003 was from non-U.S. sources. Many reports have indicated either a significant decline or merely maintaining
spending at current levels by corporations in the area of information technology, which is the overall market in which we participate.
Contributing to the lethargic spending activity are various conflicts throughout the world making headlines virtually every day. While we cannot
specifically correlate the impact of macro-economic conditions on our sales activities, we believe that the economic conditions and international
conflicts have resulted in decreased
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demand in our target markets, and in particular, have increased the average length of our sales cycle and decreased the size of our license
transactions. To the extent that the current slow growth and/or economic downturn continues or increases in severity, we believe demand for our
products and services, and therefore future revenue, will be stagnant or reduced. Even if the current global economy improves and international
conflicts diminish, we cannot assure you that corporations will increase their information technology spending in our market or that we will be
able to maintain or improve revenue levels.

Contributing to the uncertainies are also certain trends some analysts have identified, including but not limited to:

delays in closing software transactions have been more prevelant for small software companies such as ours;

the software industry is ripe for consolidation, either through (i) mergers and acquistions or (ii) market-share gains by major
companies at the expense of smaller companies, as customers standardize on fewer vendors;

some companies are increasingly purchasing "test copies" of software, not committing to major purchases until they are
certain the software works and will improve their systems;

other companies are experimenting with "open source" software (often, at no cost), and with renting software from
Internet-based vendors, in order to avoid large, up-front payments;

an increased perception by some companies that large software or systems projects are merely "optional," not "essential;"

Customers concluding that they can extract larger discounts during the last few weeks of a quarter, perceiving that software
vendors are eager to meet sales quotas and hit revenue targets; and

the June, 2004 disclosure, as a result of the antitrust trial over Oracle's hostile bid to acquire PeopleSoft, that Oracle was
willing to offer an 80% discount off of list price in order to finalize a transaction, thereby making less attractive the lower
discounts that are more apt to be offered by smaller software companies.

Our Quarterly Financial Results Are Subject To Significant Fluctuation, And If Our Future Results Are Below The Expectations Of
Investors, The Price Of Our Common Stock Would Likely Decline.

Our operating results have in the past and could in the future vary significantly from quarter to quarter. Our quarterly operating results are
likely to be particularly affected by the number of customers licensing our products during any quarter and the size of such licensing
transactions. Other factors that could affect our quarterly operating results include:

our ability to attract new customers and retain and sell additional products and services to current customers;

the renewal or non-renewal of maintenance contracts with our customers;

the announcement or introduction of new products or services by us or our competitors;

changes in the pricing of our products and services or those of our competitors;

variability in the mix of our product and services revenue in any quarter; and

the amount and timing of operating expenses and capital expenditures relating to the business.
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Due to these and other factors, we believe that period-to-period comparisons of our results of operations are not meaningful and should not
be relied upon as indicators of our future performance. In addition, we may be unable to accurately forecast our operating results because our
business and the market in which we operate are changing rapidly. Such changes could adversely affect our forecasting ability, which currently
relies on historical patterns showing that license revenue tends to be
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concentrated in the third month of each quarter due to traditional buying patters in the software industry. It is possible that, in some future
periods, our revenue performance, expense levels, cash usage and/or other operating results will be below the expectations of investors and/or
analysts. If this occurs, the price of our common stock might decline.

Our Sales Cycle Is Lengthy, Which Could Delay The Growth Of Our Revenues And/Or Increase Our Expenditures.

Our software and services are complex, and include some newer products and services that have only recently been released commercially.
We may face significant delays in acceptance of our newer products and services. We will not be able to recognize any revenue during the
period in which a potential customer evaluates whether or not to purchase these products and/or services, a period which could extend for 6 to
9 months and beyond. The decision of a customer to use any of our products or services may be expensive, time consuming and complex and
may require a customer to make a significant commitment of resources. As a result, we will have to expend valuable time and resources to
educate interested persons at all levels in these organizations on the use and benefits of our products and services. Our expenditure of substantial
time and resources to persuade customers to use our products and services and/or an unexpectedly long sales and implementation cycle for them
will have a negative impact on the timing of our revenues.

We Currently Depend On A Small Number Of Major Customers For A Significant Amount Of Our Net Sales And Service Revenues. A
Reduction In Business From Any Of These Customers, Or Failure By Any Of These Customers To Timely Pay Amounts Owed To Us,
Could Adversely Affect Our Net Revenues And Could Seriously Harm Our Business And Financial Condition.

During the year ended December 31, 2003, net sales (comprised of software licensing, support and consulting services) to our largest
customer, Lockheed Martin Corporation, represented approximately 10% of our total net sales (and for the six months ended June 30, 2004,
represents approximately 8% of our total net sales). We expect that we will continue to be dependent upon this customer for a similarly
significant percentage of our revenues for the foreseeable future. We cannot assure you, however, that our net sales generated from this customer
will reach or exceed historical levels in any future period. A cessation or reduction of business from this customer could, in the future, harm our
business and financial condition. We cannot assure you that, if sales to this customer decline we will be able to replace these sales with sales to
existing or new customers in a timely manner, or at all. If we could not replace these sales, our business and financial condition would be
adversely affected to a material extent. Further, should this customer fail to timely pay us amounts owed, we would suffer a substantial decline
in our cash flow, which would have a material adverse affect on our business, financial condition and/or results of operations.

Integration Of Our Products With The Customer's Existing Systems May Be Difficult, Costly And Time-Consuming, And Customers
Could Become Dissatisfied If Such Integration Requires More Time, Expense Or Personnel Than Expected.

Subsequent to the initial installation of our product, our customers may decide to integrate our product with one or more of their other
computer systems and software programs. Our customers may find that the integration of our products into additional computer systems and
software programs, if required, may be difficult, costly and time-consuming. Customers could become dissatisfied with our products if such
integration requires more time, expense or personnel than they expected. Additionally, our losses could increase if, for customer satisfaction and
reputational reasons and when we are engaged in integrating our software into the customer's additional computer systems and software
programs, we do not bill our customers for all of the time and expenses we incur in connection with these integration issues, which would
adversely affect our operating results.
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New Customers May Not Accept Our Software And Services.

Before making any commitment to use our software and services, potential users will likely consider a wide range of issues, including
service benefits, integration with legacy systems, potential capacity, functionality and reliability. Prospective users will generally need to change
established project and resource management practices and operate their businesses in new ways. Because some of our products and services
represent new, Internet-based approaches for most organizations, those persons responsible for the use or approval of our products and services
for our customers will be addressing many new technical and project management issues for the first time. If our newer products and services are
not attractive to potential customers, we will fail to generate significant new revenues from these newer products and services. In addition, if
software integrators fail to adopt and support our products and services as project and resource management tools, our ability to reach our target
customers in this market may be diminished.

If We Are Unable To Introduce New Products Or Product Enhancements On A Timely Basis, Or If The Market Does Not Accept These
Products Or Product Enhancements, Our Business Will Suffer.

The market for certain of our products and services is new and the markets for all of our products and services are likely to change rapidly.
Our future success will depend on our ability to anticipate changing customer requirements effectively and in a timely manner and to offer
products and services that meet these demands. The development of new or enhanced software products and services is a complex and uncertain
process. We may experience design, development, testing and other difficulties that could delay or prevent the introduction of new products or
product enhancements and could increase research and development costs. Further, we may experience delays in market acceptance of new
products or product enhancements as we engage in marketing and education of our user base regarding the advantages and system requirements
for the new products and services and as customers evaluate the advantages and disadvantages of upgrading to our new products or services.

We Depend On Implementation, Marketing And Technology Relationships; If Our Current And Future Relationships Are Not
Successful, Our Business Might Be Harmed.

We rely on implementation, marketing and technology relationships with a variety of companies. Such relationships include those with
consulting firms; and third-party vendors of software, such as BEA, Cognos, Intraspect, Changepoint, Concur, Microsoft and Oracle, whose
products or technologies, such as reporting engines, search engines, application servers, databases and operating systems, we incorporate into or
integrate with our products.

We depend on these companies to recommend our products to customers, promote our products and/or services, provide our direct sales
force with customer leads and provide enhanced functionality to our products and/or services. Some of these relationships are not documented in
writing, or are governed by agreements that can be terminated by either party with little or no penalty or prior notice and do not provide for
minimum payments to us. Companies with which we have an implementation, marketing or technology relationship may promote products or
services of several different companies, including, in some cases, products or services that compete with our products and services. These
companies may not devote adequate resources to selling or promoting our products and services. We may not be able to maintain these
relationships or enter into additional relationships in the future.

We May Not Become Profitable If We Are Unable To Adapt Our Business Model To Changes In Our Market.

If we are unable to anticipate changes in the market for project and resource management software and services, we may not be able to
expand our business or successfully compete with other companies. Our current business model depends upon continuing to enhance and expand
our project management and collaboration solutions. We may be required to further adapt our business model in response to additional changes
in the portfolio and project management marketplace, or if our current business model is not successful.
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There Is Significant Competition In Our Market, Which Could Make It Difficult To Attract Customers, Cause Us To Reduce Prices
And Result In Reduced Gross Margins Or Loss Of Market Share.

The market for our products and services is highly competitive, dynamic and subject to frequent technological changes. We expect the
intensity of competition and the pace of change to at least maintain or increase in the future. We compete not only against industry giants such as
Microsoft and SAP and the in-house development efforts of such companies creating individualized solutions, but also against a myriad of other
software application vendors offering multiple products. Our current independent software vendor competition includes, among many others,
Niku Corporation, Primavera Systems Inc. and ProSight Inc., and these companies may have greater financial, marketing, and/or other resources
than our Company.

A number of companies offer products that provide some of the functionality of our products. We do not believe that any one company has
a dominant position in our market as a whole. However, we may not be able to maintain our competitive position against current or potential
competitors, especially those with significantly greater financial, marketing, service, support, technical and other resources. Competitors with
greater resources may be able to undertake more extensive marketing campaigns, adopt more aggressive pricing policies and make more
attractive offers to potential employees, distributors, resellers or other strategic partners. We expect additional competition from other
established and emerging companies as the market for our software continues to develop. We may not be able to compete successfully against
current and future competitors.

If We Fail To Effectively Manage Our International Operations, Our Revenues May Not Increase. We May Incur Additional Losses.

Our prescence as a world-wide company has placed, and will continue to place, significant strains on our infrastructure, management,
internal controls and financial systems. Our personnel, systems, procedures and controls may be inadequate to support our future operations. In
order to accommodate any possible growth of our business, we will need to hire, train and retain appropriate personnel to manage our
operations. We will also need to ensure that our financial and management controls, reporting systems and operating systems keep pace with the
growth and expansion of our business. We may encounter difficulties in developing and implementing required new systems. If we are unable to
manage our expansion and/or growth effectively and maintain the quality of our products and services, our business may suffer.

Any Acquisitions Of Technologies, Products Or Businesses That We Make May Not Be Successful, May Cause Us To Incur Substantial
Additional Costs, And/Or May Require Us To Incur Indebtedness Or Issue Equity Securities On Terms That May Not Be Attractive.

As part of our business strategy, we have in the recent past acquired or invested in technologies, products or businesses that were expected
to be complementary to our business and/or may be complementary in the future. The process of integrating any future acquisitions could
involve substantial risks for us, including:

unforeseen operating difficulties and expenditures;

difficulties in assimilation of acquired personnel, operations, technologies and/or products;

the need to manage a significantly larger and more geographically-dispersed business;

amortization of large amounts of intangible assets;

the diversion of management's attention from ongoing development of our business or other business concerns;

the risks of loss of employees of an acquired business, including employees who may have been instrumental to the success
or growth of that business; and

12

17



Edgar Filing: ARTEMIS INTERNATIONAL SOLUTIONS CORP - Form S-1/A

the use of substantial amounts of our available cash or financial resources to consummate the acquisition.

We may never achieve the benefits that we expect from the combination of the Opus360 and Legacy Artemis businesses or that we might
anticipate from any future acquisition. If we make future acquisitions, we may issue shares of our capital stock that dilute existing stockholders,
incur debt, assume significant liabilities and/or create additional expenses related to amortizing intangible assets, any of which might reduce our
reported earnings (or increase our net losses) and cause our stock price to decline. Any financing that we might need for future acquisitions may
only be available to us on terms that materially dilute existing shareholders, restrict our business and/or impose costs on us that would reduce our
net income or increase our net losses.

International Activities Expose Us To Additional Operational Challenges That We Might Not Otherwise Face.

In the year ended December 31, 2003, revenue from non-U.S. sources represented approximately 73% of total revenue. (We do not hedge
foreign currency risk, and approximately 52% of operating expenses in 2003 were denominated in foreign cuurencies.) As we operate
internationally, we are exposed to operational challenges that we would not face if we conducted our operations only in the United States. These
include:

foreign currency exchange rate fluctuations, particularly if we sell our products in denominations other than U.S. dollars;

longer sales cycles in international markets;

seasonal fluctuations in purchasing patterns in other countries, particularly declining sales during summer months in
European markets;

tariffs, export controls and other trade barriers;

difficulties in collecting accounts receivable in foreign countries;

the burdens of complying with a wide variety of foreign laws;

political disruptions or coups and terrorist attacks;

reduced protection for intellectual property rights in some countries, particularly Asia; and

the need to develop internationalized versions of our products and foreign language marketing and sales materials.

We May Become Subject To Burdensome Government Regulations And Legal Uncertainties Affecting The Internet, Which Could
Increase Our Expenses And/Or Limit The Scope Of Our Operations.

Legal uncertainties and new regulations relating to the use of the Internet could increase our cost of doing business, prevent us from
delivering our products and services over the Internet or slow the growth of our business. To date, governmental regulations have not materially
restricted use of the Internet in our markets. However, the legal and regulatory environment relating to the Internet is uncertain and may change.
In addition to new laws and regulations being adopted, existing laws may be applied to the Internet. New and existing laws may cover several
issues, which include:

user privacy;

civil rights and employment claims;
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consumer protection;

libel and defamation;

copyright, trademark and patent infringement;

pricing controls;
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characteristics and quality of products and services;

sales and other taxes; and

other claims based on the nature and content of Internet materials.

In addition, any imposition of state sales and/or use taxes on the products and services sold over the Internet may decrease demand for some
of our products and services. The United States Congress has passed legislation which limits the ability of states to impose any new taxes on
Internet-based transactions. If Congress does not renew this legislation, any subsequent imposition of state taxes on Internet-based transactions
could limit the demand for our products and services and/or increase our expenses.

Defects In Our Products Could Result In Loss Of Or Delay In Revenue, Failure To Achieve Market Acceptance And/Or Increased
Costs.

Products as complex as those we offer or are developing frequently contain undetected defects or errors. Despite internal testing and testing
by our customers or potential customers, defects or errors may occur in our existing or future products and services. From time to time in the
past, versions of our software that have been delivered to customers have contained errors. In the future, if we are not able to detect and correct
errors prior to release, we may experience a loss of or delay in revenue, failure to achieve market acceptance and/or increased costs to correct
errors, any of which could significantly harm our business.

Defects or errors could also result in tort or warranty claims. Warranty disclaimers and liability limitation clauses in our customer
agreements may not be enforceable. Furthermore, our errors and omissions insurance may not adequately cover us for claims. If a court were to
refuse to enforce the liability-limiting provisions of our contracts for any reason, or if liabilities arose that were not contractually limited or
adequately covered by insurance, our business could be harmed.

We May Experience Reduced Revenue And Harm To Our Reputation If Any System Failures Result In Unexpected Network
Interruptions.

Any system failure that we may experience, including network, software or hardware failures, that causes an interruption in the delivery of
our products and services or a decrease in responsiveness of our services could result in reduced use of our services and damage to our
reputation. Our servers and software must be able to accommodate a high volume of traffic by organizations and individual users. There can be
no assurance, however, that our systems will be able to accommodate our growth. We rely on third-party Internet service providers to provide
our clients with access to our Internet-based services. We have experienced on several occasions service interruptions as a result of systems
failures by these Internet service providers, which have lasted between four to eight hours. We believe that these interruptions will occur from
time to time in the future. In addition, from time to time the speed of our system has been reduced as a result of increased traffic through our
Internet service provider. We may not be able to expand and adapt our network infrastructure at a pace that will be commensurate with the
additional traffic increases that we anticipate will occur.

If We Fail To Protect Our Patents, Trademarks, Copyrights Or Other Intellectual Property Rights, Other Parties Could Appropriate
Our Proprietary Properties, Including Our Technology.

The technology and software we have developed which underlies our products and services is very important to us. Our proprietary
products are not protected by patents. However, to protect our intellectual property rights, we license our software products and require our
customers to enter into license agreements that impose restrictions on their ability to utilize the software or transfer it to other users.
Additionally, we seek to avoid disclosure of our trade secrets through a number of means, including, but not limited to, requiring those persons
with access to our proprietary information to execute confidentiality agreements with us and restricting access to our source code. In addition,
we protect our software, documentation, templates and other written materials under trademark, trade
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secret and copyright laws. Even with all of these safequards, there can be no assurance that such precautions will provide meaningful protection
from competition or that competitors will not independently be able to develop similar technology. The copyright, trademark and trade secret
laws, which are a significant source of protection for our intellectual property, offer only limited protection. In addition, legal standards relating
to the validity, enforceability and scope of protection of intellectual property rights in software are uncertain and still evolving, and the future
viability or value of any of our intellectual property rights is uncertain. Effective trademark, copyright and trade secret protection may not be
available in every country in which our products are distributed or made available.

If, in the future, litigation is necessary to enforce our intellectual property rights, to protect our trade secrets, or to determine the validity
and scope of the proprietary rights of others, such litigation could result in substantial costs and diversion of resources and could have a material
adverse effect on our business, operating results and/or financial condition. As a result, ultimately, we may be unable, for financial or other
reasons, to enforce our rights under the various intellectual property laws described above.

In addition, the laws and/or administrative proceedings of certain foreign countries in which our products are or may be licensed (e.g., Asia)
may not protect our intellectual property rights to the same extent as laws of the United States. Relatedly, patent protection within the World
Trade Organization appears to permit substantial discretion to member countries. A notable example is China's recent voidance of Pfizer's
Viagra patent which was awarded by that country in September, 2001.

Third Parties Might Bring Infringement Claims Against Us Or Our Customers That Could Harm Our Business.

In recent years, there has been significant litigation in the United States involving patents, trademarks, copyrights and other intellectual
property rights, particularly in the software industry. We could become subject to intellectual property infringement claims as the number of our
competitors grows and our products and services increasingly overlap with competitive offerings. In addition, as part of our product licenses, we
agree to indemnify our customers against claims that our products infringe upon the intellectual property rights of others. These claims, even if
not meritorious, could be expensive and divert management's attention from operating our business. We could incur substantial costs in
defending ourselves and our customers against infringement claims. If we become liable to third parties for infringement of their intellectual
property rights, we could be required to pay a substantial damage award and to develop non-infringing technology, obtain one or more licenses
for us and our customers from third parties or cease selling the products that contain the infringing intellectual property. We may be unable to
develop non-infringing technology or obtain a license at a reasonable cost, or at all.

We May Not Be Able To Access Third Party Technology, Which We Depend Upon To Conduct Our Business And As A Result We
Could Experience Delays In The Development And Introduction Of New Products and Services Or Enhancements Of Existing Products
and Services.

If we lose the ability to access third party technology which we use, are unable to gain access to additional products or are unable to
integrate new technology with our existing systems, we could experience delays in our development and introduction of new products and
services and related improvements or enhancements until equivalent or replacement technology can be accessed, if available, or developed
internally, if feasible. If we experience these delays, our revenues could be substantially reduced. We license technology that is incorporated into
our products and services from third parties. In light of the rapidly evolving nature of technology, we may increasingly need to rely on
technology licensed to us by other vendors, including providers of development tools that will enable us to quickly adapt our technology to new
products and services. Technology from our current or other vendors may not continue to be available to us on commercially reasonable terms,
or at all.
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Proha Effectively Controls the Company. This Will Severely Limit Your Ability To Influence Corporate Matters.

As of June 30, 2004, Proha Plc, a Finnish company, beneficially owned approximately 80% of our outstanding common stock. As a result,
Proha controls the outcome of any corporate transaction or other matter submitted to Company stockholders for approval, including share
exchanges, consolidations and the sale of all or substantially all of the Company's assets, and also could prevent or cause a change in control.
The interests of Proha may sometimes differ from the interests of the Company's other stockholders. In addition, third parties may be
discouraged from making a tender offer or bid to acquire the Company because of this concentration of ownership. Relatedly, five of the ten
members of the Company's Board of Directors are Proha nominated directors. Series A Holders of the Series A Preferred Stock hold voting
rights under the Preferred Series A Financing transaction as described above, to the extent each holder has the right to convert the Series A
Preferred Stock into common stock. Still, Proha would maintain control as a majority shareholder, even after factoring in such conversion rights
to the fullest possible extent (but ignoring the possible exercise of all warrants owned by the Series A Holders), retaining an approximately 57%
beneficial ownership interest, post-conversion. In addition, pursuant to the Preferred Series A Financing transaction, the Company may issue to
Proha $2 million of additional common stock at a per share price of $2.20, in connection with the possible pay-down of indebtedness related to
the current loan that Artemis Finland Oy has secured, in part, based on collateral provided by Proha (see, "Certain Relationships and Related
Transactions" below for more information related to such loan). With this additional $2 million of common stock, Proha's beneficial ownership
interest would approximate 59%, post-conversion.

On July 7, 2003, the Company received a "Request for Records" letter from Proha, dated July 3, 2003, (the "Request Letter"). In the
Request Letter, representatives of Proha demand, pursuant to Section 220 of the General Corporation Law of the State of Delaware, the right to
inspect and copy various records including but not limited to: (i) lists of Artemis' stockholders, including names and addresses of each
stockholder as of the date of the letter and (ii) copies of all daily transfer sheets showing changes in names and addresses of the Artemis
stockholders through September 30, 2003. Artemis management had been informed that the purpose of the inspection is to facilitate a possible
offer by Proha or an affiliate thereof to purchase some or all of the shares of Artemis not already owned by Proha. We do not know if Proha has
suspended its intentions regarding any such possible offer at this time.

The Market Price For Our Common Stock Is Volatile And Could Result In A Decline In The Value Of Your Investment.

The market price of our common stock, like that of many other technology companies, is extremely volatile. The market price of our
common stock has ranged from 20 cents per share to $12.25 per share since the second quarter of 2001, and typically has a low trading volume.
For the six months ended June 30, 2004, the daily trading volume of the Company's common stock ranged from nil to approximately 45.600
shares and averaged approximately 3,300 shares. We cannot predict the extent to which investor interest in our stock will create or sustain an
active trading market. If such a market were to develop, the market price of our common stock may continue to be highly volatile. The sale of a
large block of shares could depress the price of our common stock to a greater degree than a company that typically has a higher volume of
trading in its securities. The value of your investment in our common stock could decline due to the impact of any of the following factors upon
the market price of our common stock:

variation in our quarterly operating results, including our inability to increase revenues;

announcements of new product or service offerings by our competitors;

announcement of new customer relationships by our competitors;

changes in market valuations of comparable companies;

additions to, or departures of, our executive officers; and
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conditions and trends in the Internet and electronic commerce industries.

Further, the stock exchanges and markets have experienced substantial price and volume fluctuations. These fluctuations have particularly
affected the market prices of equity securities of many technology companies and have often been unrelated or disproportionate to the operating
performance of these companies.

We Do Not Intend To Pay Dividends

During the nine months ended December 31, 2000, Legacy Artemis paid a cash dividend of $140,000. However, we do not intend to
declare dividends on our common stock in the foreseeable future. In addition, as described elsewhere herein, we are currently prohibited from
paying any cash dividends under certain circumstances.

We Are Uncertain Of Our Ability To Obtain Additional Financing For Our Future Capital Needs.

We believe that cash from operations and existing cash will be sufficient to meet our working capital and expense requirements for at least
the next twelve months. However, we may need to raise additional funds in order to fund our business, expand our sales activities, develop new
or enhance existing products and/or respond to competitive pressures. As of June 30, 2004, we had cash and cash equivalents of approximately
$9.3 million including restricted cash of approximately $2,340,000. (The Company has met the conditions relating to the restricted cash, and
expects to receive the funds held in escrow.). On June 30, 2004 we had certain letters of credit secured by various assets of the Company.
Additional financing may not be available on terms favorable to us, or at all.

You Will Experience Dilution If We Raise Funds Through The Issuance Of Additional Equity And/Or Convertible Debt Securities.

If we raise additional funds through the issuance of equity securities or convertible debt securities, you will experience dilution of your
percentage ownership of our Company. This dilution may be substantial. In addition, these securities may have powers, preferences and rights
that are senior to the holders of our common stock and may further limit our ability to pay dividends on our common stock.

The Completion of the Preferred Series A Financing Subjects You To Potential Dilution and May Limit Our Ability in the Future
Either To Raise Additional Funding Or To Pay Dividends on Our Common Stock.

On June 16, 2004, we completed the Preferred Series A Financing transaction as described above. In connection with the financing, we
issued 4,090,909 shares of preferred stock, priced at $2.20 per share, each of which is convertible into one share of common stock. In addition,
we issued to the Series A Holders 5-year warrants to purchase 409,090 shares of common stock at an exercise price of $2.64 per share. The
Series A Holders are also privy to price protection through December 13, 2004. Through said time period, should the closing price of our
common stock fall below $2.20 per share for any 15 consecutive day period, the Series A Holders will be able to exercise additional warrants at
one cent per share of common stock, and purchase up to but no more than 1,057,993 shares of common stock, as the price protection extends to a
diminution in price of our common stock to no lower than $1.75 per share. With the exercise of any of these warrants, if you are a current holder
of common stock and you are not a Series A Holder, you will experience dilution of your percentage ownership of our Company.

In addition, the Series A Holders have certain powers, preferences and rights that are senior to the holders of our common stock. Such
rights include, but are not limited to, the potential payment of a dividend. So long as at least 30% of the Series A Preferred Stock is outstanding,
the Company shall not, directly or indirectly, redeem, or declare or pay any cash dividend or distribution on, the common stock without the prior
express written consent of at least a majority of the Series A Holders. One other example of such rights relates to possibly raising additional
capital via the issuance of additional equity or convertible debt securities in the future. So long as at least 30% of the Series A Preferred
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Stock is outstanding, the Company cannot issue any additional preferred shares other than to the Series A Holders and the Company cannot issue
any other securities or incur any indebtedness exceeding that which existed on June 16, 2004, except in accordance with the Equity Exclusion
and the Debt Exclusion (as each term is defined in the Certificate of Designations, which can be reviewed in our Form 8-K filed with the SEC on
June 18, 2004, relating to the Preferred Series A Financing transaction), without the prior express written consent of not less than a majority of
the Series A Holders.

Our Common Stock has a Small Public Float and Future Sales of Our Common Stock May Negatively Affect the Market Price of Our
Common Stock.

As of June 30, 2004, there were approximately 10.0 million shares of our common stock outstanding. As a group, our officers, directors, all
preferred shareholders with common stock conversion rights and all other persons who beneficially own more than 10% of our total outstanding
shares, beneficially own on an as-converted basis an aggregate of approximately 12.9 million shares of our common stock (excluding the
Additional Warrants issued under the Series A Preferred Financing transaction). On an as-converted basis, our common stock would have a
public float of approximately 3.9 million shares, which are shares in the hands of public investors, and which, as the term "public float" is
defined by Nasdaq, excludes shares that are held directly or indirectly by any of our officers or directors or any other person who is the
beneficial owner of more than 10% of our total shares outstanding. These shares are held by a relatively small number of shareholders of record
(approximately 740). We cannot predict the effect, if any, that future sales of shares of our common stock into the market, including those
acquirable by the possible conversion of preferred shares into common shares, will have on the market price of our common stock. However,
sales of substantial amounts of common stock, including shares issued upon the exercise of warrants and stock options and/or conversion of
preferred stock into common stock, or the perception that such transactions could occur, may materially and adversely affect prevailing market
prices for our common stock.

If the Ownership of Our Common Stock Continues to be Highly Concentrated, it May Prevent You and Other Shareholders From
Influencing Significant Corporate Decisions and May Result in Conflicts of Interest That Could Cause Our Stock Price to Decline.

As of June 30, 2004 our executive officers, directors, major shareholders, and all Series A Holders of Series A Preferred Stock (as
described above) collectively beneficially own or control on an as-converted basis approximately 87% of our outstanding shares of common
stock (after giving effect to the exercise of all outstanding vested options and warrants exercisable within 60 days from June 30, 2004). If these
persons or entities were to act collectively in whole or in part or if Proha, as the majority shareholder decides to act on its own (as described
elsewhere above), they could control the outcome of corporate actions requiring shareholder approval, including the election of directors, any
merger, consolidation or sale of all or substantially all of our assets, or any other significant corporate transactions. Some of these persons or
entities may have interests different than yours. For example, these persons or entities could act to delay or prevent a change of control of us,
even if such a change of control would benefit our other shareholders, or these persons or entities could pursue strategies that are different from
the wishes of other investors. The significant concentration of stock ownership may adversely affect the trading price of our common stock due
to investors' perception that conflicts of interest may exist or arise.

Currently, the persons or entities as identified above are not bound to act in concert with the following exception. On June 16, 2004, the
Series A Holders of the Series A Preferred Stock entered into a letter agreement with Proha Plc, our current majority shareholder, agreeing that
for a period of two years commencing June 16, 2004, a nominating committee shall be the exclusive process by which independent directors are
to be nominated for election to our board of directors. Each party agreed, either (i) to vote directly or indirectly in favor of a candidate so
nominated by our board of directors through its nominating committee, or (ii) not to oppose either directly or indirectly any such candidate.
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Provisions of Delaware Law, Our Amended Certificate of Incorporation and Bylaws, Certain Voting Agreements and the Concentration
of Stock Ownership Could Delay or Prevent a Change of Control

Provisions of Delaware law, our amended certificate of incorporation and bylaws, certain voting agreements of our stockholders and the
concentration of ownership of our stock could have the effect of delaying or preventing a change in control, even if a change in control would be
beneficial to our stockholders. These provisions include:

allowing our board of directors, subject to certain restrictions arising from the Preferred Series A Financing transaction
described above in this prospectus, to authorize issuance of one or more classes or series of preferred stock without
stockholder approval.

prohibiting cumulative voting in the election of directors;

with respect to certain provisions of our amended certificate of incorporation, requiring a vote of at least two-thirds of the
outstanding shares to approve amendments; and

prohibiting stockholder actions by written consent.

Because the Market for and Liquidity of Our Shares is Volatile and Limited, and Because We Are Subject to the '"Penny Stock' Rules,
the Level of Trading Activity in Our Stock May be Reduced.

Effective June 29, 2001, our common stock was delisted from the Nasdaq National Market and is now quoted on the Over-the-Counter
Bulletin Board ("OTC BB") (Symbol AMSI). The OTC BB is generally considered to be a less efficient market than the established exchanges
or the Nasdaq markets. While we anticipate seeking to be relisted on the Nasdaq National Market at some time in the future, it is impossible at
this time to predict when, if ever, such application will be made or whether such application will be successful. While our common stock
continues to be quoted on the OTC BB, an investor may find it more difficult to dispose of, or to obtain accurate quotations as to the price of our
common stock, compared to if our securities were traded on Nasdaq or a national exchange. In addition, our common stock is subject to certain
rules and regulations relating to "penny stocks" (generally defined as any equity security that is not quoted on the Nasdaq Stock Market and that
has a price less than $5.00 per share, subject to certain exemptions). Broker-dealers who sell penny stocks are subject to certain "sales practice
requirements” for sales in certain nonexempt transactions (i.e., sales to persons other than established customers and institutional "accredited
investors"), including requiring delivery of a risk disclosure document relating to the penny stock market and monthly statements disclosing
recent bid and offer quotations for the penny stock held in the account, and certain other restrictions. If the broker-dealer is the sole market
maker, the broker-dealer must disclose this, as well as the broker-dealer's presumed control over the market. For as long as our securities are
subject to the rules on penny stocks, the liquidity of our common stock could be significantly limited. This lack of liquidity may also make it
more difficult for us to raise capital in the future.

Efforts to Reduce Our Expenses May Not Achieve Desired Results, and Could Diminish Our Ability to Retain and/or Recruit
Employees.

During the last few years, we have made great efforts to reduce our operating and other expenses. We cannot assure you that these expense
reductions will have the desired result of enabling us to achieve profitability or that they will not have adverse affects on the Company. If
planned revenue stability does not materialize, our business, financial condition and results of operation may be materially harmed. To manage
operations effectively, we must continue to improve our operational, financial and other management processes and systems. Our success also
depends on our ability to maintain high levels of employee utilization, project and instructional quality and competitive pricing for our software
and services. We cannot assure you that we will be successful in maintaining the required levels of revenue with the current number of
employees.

Our success will depend in large part on our ability to retain and, as needed, recruit qualified information technology professionals and
sales and marketing personnel. Our future success depends in large part on our ability to attract, develop and retain highly skilled information
technology
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professionals, particularly project managers, consultants, software engineers and programmers. As a result of our focus on reducing operating
expenses over the past several years, we are dependent upon a smaller number of employees for our operations. If we are unable to recruit
additional technical employees, we may be unable to adequately service current projects or bid for new projects or sales. If we are unable to
recruit additional technical personnel when needed, we may not be able to expand or grow our business. We compete for the services of
information technology professional with other consulting firms, software vendors and consumers of information technology services, many of
which have greater financial resources than we have. We may not be successful in retaining and, as needed, hiring a sufficient number of
information technology professionals to staff our projects. To attract qualified technical employees, we may need to substantially increase the
compensation, bonuses, stock options or other benefits we offer to employees. These additional costs may negatively affect our business and
operating results.

We Recently Experienced a Leadership Transition and Our Future Success May Depend Upon Retaining Key Employees

We recently experienced a change in our leadership