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Item 2. Acquisition or Disposition of Assets

Our original Form 8-K, dated July 23, 2003, wasdito announce our acquisition of uRoam, Inc. Timp@se of this Form 8-K/A is to
provide the financial statements of uRoam, Incunegl by Iltem 7(a) of Form 8-K and the pro formaaficial information required by Item 7
(b) of Form 8-K. This information was excluded frahe original filing in reliance upon item 7(a)(@)Form 8-K. On July 23, 2003, we
acquired substantially all of the assets and asduregain liabilities of uRoam, Inc. and its sulieitks for cash of $25.0 million. We also
incurred $2.4 million of direct transaction costs & total purchase price of $27.4 million. We asted for the acquisition under the purch
method in accordance with Statement of Financialodoting Standards No. 141 “Business Combinati¢85AS No. 141). The purchase
price allocation is based upon our estimates ofahievalue of the assets acquired and liabilisesumed as of the acquisition date.

Item 7. Financial Statements and Exhibits
(a) Financial statements of business acquired

On October 1, 2002 uRoam, Inc., originally doingibess as Filanet Corporation (Filanet), purchastahm Acquisition Corporation
(formerly uRoam, Inc.). In December 2002, uRoam, thiscontinued the operations formerly conducteéitanet and changed its name to
uRoam, Inc. See Exhibit 99.1 for the audited cadatéd financial statements of uRoam, Inc. (forpé&ilanet) for the year ended
December 31, 2002 and Exhibit 99.2 for the unadditensolidated financial statements of uRoam, farcthe six months ended June 30, 2
and 2002. We have also included on Exhibit 99.Jittencial statements of uRoam Acquisition Corpiorafor the nine months ended
September 30, 2002 to provide a complete yeanahfiial results for the acquired business.

(b) Pro forma financial information

The following unaudited pro forma condensed comiic@nsolidated financial statements have been ety the application of pro forma
adjustments to the historical consolidated findrstatements of F5 Networks, Inc. (F5 Networks) aRdam, Inc. (URoam). Assumptions
underlying the pro forma adjustments are describéle accompanying notes, which should be readmjunction with these unaudited pro
forma condensed combined consolidated financi&stants.

The unaudited pro forma condensed combined coraetichbalance sheet has been prepared to refleattfuésition as if the acquisition of
certain assets and assumption of certain liakslii@d occurred on June 30, 2003. The unauditetbpra condensed combined consolidated
statements of operations for the year ended Segtedih 2002 and for the nine months ended Jun2(B have been prepared to reflect the
acquisition as if the acquisition occurred on Oetob, 2001.

The unaudited pro forma condensed combined coraetidstatements of operations for the year endpté®®er 30, 2002 combines the
consolidated statement of operations of F5 Netwtok¢he fiscal year ended September 30, 2002 witbam’s consolidated statement of
operations for the calendar year ended Decemb&t(®P, and with uRoam Acquisition Corporation’s etaént of operations for the nine
months ended September 30, 2002. We have inclindedine month period of uRoam Acquisition Corpanatio present a complete year of
financial results for comparative pro forma repagtpurposes.

The unaudited pro forma condensed combined corastidstatements of operations for the nine monttdeec June 30, 2003 combines the
unaudited consolidated statement of operationddfi€tworks for the nine months ended June 30, 2dff8uRoam’s unaudited statement of
operations for the nine months ended June 30, 2893.result of different fiscal year ends, uRosun@sults of operations for the three mo
ended December 31, 2002 were combined with thétsesfuoperations for the six months ended June&2B803 to conform to the nine month
period presented for F5 Networks. uRoam's net ieegiand loss from continuing operations totalled $@illion and $1.3 million,
respectively, for the three months ended Decembg2@02.

The unaudited pro forma condensed combined coraetidinancial information is based on estimatebagsumptions. These estimates and
assumptions have been made solely for purposesveiaping this pro forma information, which is peated for illustrative purposes only ¢

is not necessarily indicative of the combined ficiahposition or results of operations of futureipds or the results that actually would have
been realized had the entities been a single aiityng these periods.
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F5 Networks, Inc.

Unaudited Pro Forma Condensed Combined ConsolidateHalance Sheet

As of June 30, 2003
(in thousands)

Pro Forma
F5 Networks uRoam Adjustments
ASSETS
Current assetl
Cash and cash equivale! $ 18,99¢ $ 25 $(10,399)
Shor-term investment 45,16¢ — (12,000
Accounts receivable, n 20,37: 38¢ (54)
Inventories 667 — —
Other current asse 4,37: 152 (152)
Total current asse 89,57¢ 56€ (22,609
Restricted cas 6,00( — —
Property and equipment, r 10,49¢ 4 —
Long-term investment 32,68( — (5,000
Goodwill — 1,322 22,86¢
Other assets, n 1,03: 1,23t 1,76¢
Total asset $139,78:- $ 3,12% $ (2,979
| | I
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities
Accounts payabl $ 3,89¢ $ 354 $ (359
Shor-term debt and capital lease obligatic — 11,11¢ (11,119
Accrued liabilities 12,72¢ 2,161 (2,139
Deferred revenu 17,42 14z ()]
Total current liabilities 34,04% 13,78: (13,627
Long-term liabilities 1,50¢ — —
Commitments and contingenci
Redeemable convertible preferred st — 15,94( (15,940
Shareholder equity
Common stocl 137,64 25,58« (25,589
Stockholders receivabls — (37) 37
Accumulated other comprehensive | (582) — —
Unearned compensatit (16) — —
Accumulated defici (32,819 (52,147 52,14:
Total shareholde’ equity 104,23: (26,599 26,59
Total liabilities and sharehold¢ equity $139,78: $ 3,127 $ (2,979
I L] I

Pro Forma
(A1) $ 8,62¢
(A1) 33,16¢
(A2) 20,707

667
(A3)  4,37¢
67,53¢

6,00(

10,49¢
(A1) 27,68(
(A4) 24,18t
(A5)  4,03¢

$139,93!¢

—
(A6)$ 3,89¢
(A7) —
(A8) 12,757
(A9) 17,54¢

34,20!

1,50¢
(A10) —

(A10) 137,64
(A10) —
(582)

(16)
(A10) (32,819

104,23:

$139,93¢

See accompanying notes to the unaudited pro foondemsed combined consolidated financial statements
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F5 Networks Inc.
Unaudited Pro Forma Condensed Combined Consolidate8tatements of Operations
For the Year Ended September 30, 2002
(in thousands, except per share amounts)

uRoam
uRoam uRoam, Inc.
Acquisition (Formerly Pro Forma

F5 Networks Corporation Filanet) Adjustments Pro Forma

Net revenue: $108,26¢ $ 301 $ 10C $ — $108,66°

Cost of net revenue 30,47¢ 27 3 60C (A11) 31,10¢

Gross profit 77,78 274 97 (600) 77,55¢
Operating expenst

Selling, general and administrati 65,62¢ 44C 1,094 — 67,16(

Research and developmt 17,98t 79¢ 79C — 19,57

Restructuring charge 3,27¢ — — — 3,27¢

Amortization of unearned compensat 44z 9 — — 452

Total 87,32¢ 1,24¢ 1,88¢ — 90,46(

Loss from operation (9,547) (9749) (1,78%) — (12,907

Other income (expense), r 1,42( (79 (24¢) (299 (A12) 794

Loss before income tax (8,127) (1,059 (2,03 (899 (12,109

Provision for income taxe 48¢ — — — 48¢

Net loss* $ (8,610 $(1,057) $(2,03%) $(899) $(12,59))

L] | L] | I

Net loss per shar basic $ (0.39 $ (0.50

| |

Weighted average shar- basic 25,32 25,328

L] I

Net loss per shar diluted $ (0.39 $ (0.50

| |

Weighted average shar- diluted 25,32: 25,32

| |

The loss reported for uRoam, Inc. (formerly Filgnethe net loss from continuing operatic

See accompanying notes to the unaudited pro foondemsed combined consolidated financial statements
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F5 Networks, Inc.

Unaudited Pro Forma Condensed Combined Consolidate8tatements of Operations

Net revenue:
Cost of net revenue

Gross profit
Operating expenst
Selling, general and administrati
Research and developm
Amortization of unearned compensat
Total

Income (loss) from operatiol
Other income (expense), r

Income (loss) before income tax
Provision for income taxe

Net income (loss)
Net income (loss) per sha- basic
Weighted average shar- basic
Net income (loss) per sha- diluted

Weighted average shar- diluted

For the Nine Months Ended June 30, 2003
(in thousands, except per share amounts)

Pro Forma

F5 Networks uRoam Adjustments Pro Forma
$84,26: $ 96¢ $ — $85,23:
19,47 58 45C (A11) 19,98t
64,78t 911 (45() 65,24¢
48,46 3,113 — 51,57¢
14,09 2,14¢ — 16,23¢
77 — — 77
62,63 5,261 — 67,89:
2,15¢ (4,350) — (2,646
1,12¢ (54€) 17¢ (A12) 75E
3,28( (4,896 (27%) (1,891
54¢ — — 54¢€

$ 2,73¢ $(4,896) $(275) $(2,43))
— — — —
$ 0.1C $ (0.09
— —
26,22 26,22
| |
$ 0.1C $ (0.09
— —
27,52t 26,22
| |

The loss reported for uRoam is the net loss frontinaing operations

See accompanying notes to the unaudited pro foondemsed combined consolidated financial statements
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F5 NETWORKS, INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED CON SOLIDATED FINANCIAL STATEMENTS

1. Basis of Unaudited Pro Forma Presentation

On July 23, 2003, we acquired substantially athef assets and assumed certain liabilities of uRtrmamand its subsidiaries (uURoam) for
cash of $25.0 million. We also incurred $2.4 milliof direct transaction costs for a total purchasee of $27.4 million. We have hired
substantially all of uRoam’s 20 employees consistihproduct development, sales and service peesonRoam’s FirePad¥ server is a
comprehensive remote access product that enal#es tasaccess applications in a secure fashiom irsttustry standard Secured Socket
Layer (SSL) technology. The acquisition of uRoarmtended to allow us to quickly enter the SSL VadtPrivate Network (VPN) market,
broaden our customer base and augment our exjstiuyct line.

The unaudited pro forma condensed combined coraelidinancial information has been prepared te gifect to the acquisition, accounted
for using the purchase method of accounting in @zotce with Statement of Financial Accounting Staidd No. 141 “Business
Combinations” (SFAS No. 141). The purchase pritecation is based on management’s best estimatedair value of the assets acquired
and liabilities assumed, which, based on factscedmstances are subject to change.

As a result of different fiscal year ends of F5Watks and uRoam, financial information has beentwaed for different periods in the pro
forma financial information. The unaudited pro f@aeondensed combined consolidated balance shebebagrepared to reflect the
acquisition as if the acquisition of certain assetd assumption of certain liabilities had occuilwadlune 30, 2003. The unaudited pro forma
condensed combined consolidated statements oftapesdor the year ended September 30, 2002 anithéonine months ended June 30,
2003 have been prepared to reflect the acquisdtioifithe acquisition occurred on October 1, 2@Hrtain reclassifications have been mac
conform uRoam'’s historical and pro forma amounts3d\etwork’s financial statement presentation.

2. Acquisition by F5 Networks

We accounted for the acquisition under the purchasthod of accounting in accordance with SFAS Md.. Under the purchase method of
accounting, the total purchase price is allocatetthe tangible and intangible assets acquired lamdldbilities assumed based on their
estimated fair values. The excess of the purchase pver those fair values is recorded as goodiik fair value assigned to the tangible
and intangible assets acquired and liabilities m&sliare based on estimates and assumptions prdwdednagement, and other information
compiled by management, including an independeo&tian, prepared by an independent valuation gfistthat utilizes established
valuation techniques appropriate for the technologystry. The purchase price allocation is afedl (in thousands):

Assets acquirec

Accounts receivable, n $ 33t
Property and equipme 4
Developed technolog 3,00(
Goodwill 24,18¢
Total assets acquire 27,527
|

Liabilities assumed

Accrued liabilities (29
Deferred revenu (12%)
Total liabilities assume (1549)
|

Net assets acquire $27,37:
|

To determine the value of the developed technolagygmbination of cost and market approaches wad.Ir'he cost approach required an
estimation of the costs required to reproduce thyliaed technology. The market approach measuesfathvalue of the technology through
an analysis of recent comparable transactions $Bt&
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F5 NETWORKS, INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED CON SOLIDATED FINANCIAL STATEMENTS

million allocated to developed technology will baa@rtized on a straight-line basis over an estimassdul life of five years. The
$24.2 million allocated to goodwill will not be amtized but will be subject to at least an annuglairment test under the requirements of
Statement of Financial Accounting Standards No.“Gl@&dwill and other Intangible Assets.”

3. Pro Forma Adjustments

The unaudited pro forma adjustments reflect thoattars that are a direct result of the transactidnich are factually supportable and, for
forma adjustments to the pro forma condensed caedldonsolidated statements of operations, are teghéx have continuing impact. The
unaudited pro forma adjustments are as followsh@usands):

(A1) F5 Networks funded the purchase of the nettasscquired with the payment of cash and castvalgnits of $10,373, short-term
investments of $12,000 and long-term investmen&bgd00. Additionally uRoams’cash of $25 was not acquired and has been et

(A2) Accounts receivable, net have been recordedtiinated net realizable value, which approximéges/alue. Accordingly, the
carrying value of uRoam'’s accounts receivable @®8as been reduced by $54 to reflect amountswia not considered to be
realizable.

(A3) uRoam'’s other current assets of $152 wereanqtired and have been eliminated.

(A4) Goodwill represents the residual of purchasst,dncluding direct costs relating to the acdiasi over the fair value of net assets
acquired. Goodwill recorded in the uRoam acquisitmtaled $24,188. The pro forma adjustment of 822 js net of uRoam’s recorded
goodwill of $1,322, which was not acquired and besn eliminated.

(A5) Other assets, net includes purchased techpab§3,000 acquired in the acquisition, net of aRs other assets of $1,235, which
were not acquired and have been eliminated.

(A6) uRoam'’s accounts payable of $354 were notrasslin the acquisition and have been eliminated.
(A7) uRoam'’s short-term debt and capital leasegaltibns of $11,118 were not assumed in the acauisiind have been eliminated.

(A8) F5 Networks assumed $29 of uRoam’s accruddilili@s which have been recorded at fair valueoaR accrued liabilities of $2,138
were not assumed in the acquisition and have b@amated.

(A9) The carrying value of uRoam’s deferred reveafi$142 has been reduced by $17 to reflect thmatad fair value of F5 Networks
future performance obligations.

(A10) uRoam’s redeemable convertible preferredksto stockholder’s equity balances have been rditad.

(A11) Cost of net revenues has been increased @y $6d $450 for the year ended September 30, 2@d#ha nine months ended
June 30, 2003, respectively. The increase refeditional amortization of developed technologyuezf in the acquisition. The
developed technology of $3,000 has an estimatefdluge of five years and has been reflected abéf acquisition occurred on
October 1, 2001.

(A12) For the year ended September 30, 2002 anditleemonths ended June 30, 2003 other income isgpenet has been adjusted to
eliminate $626 and $371, respectively. The decresflerts the historical interest income that wahed on cash held by F5 Networks
that was used to fund the acquisition. Additionadither income (expense), net has been adjustelirimate $327 and $546 for the same
respective periods for historical interest expasrs@Roam’s short-term debt and capital lease adiiigs.
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(c) Exhibits

Exhibit
Number

Exhibit Description

99.1

99.2

99.3

uRoam, Inc. and Subsidiaries (formerly Filanet @oagion) consolidated financial
statements as of and for the year ended Decemb&082.

uRoam, Inc and Subsidiaries (formerly Filanet Cosion) unaudited consolidat
financial statements as of June 30, 2003 and #osithmonths ended June 30, 2
and 2002

uRoam Acquisition Corporation (formerly uRoam, )rfinancial statements as of
and for the nine months ended September 30, :
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdeport to be signed on its behalf by
undersigned thereunto duly authorized on the 18yhad September, 2003.

F5 NETWORKS, INC

By: /s/ John McAdam

John McAdam
Chief Executive Officer and Preside

By: [/s/ Steven B. Coburn

Steven B. Coburn
Senior Vice President, Chief Financial Offic
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Exhibit
Numbe

EXHIBIT INDEX

r Exhibit Description

99.1

99.2

99.3

uRoam, Inc. and Subsidiaries (formerly Filanet @oagion) consolidated financial
statements as of and for the year ended Decemb&082.

uRoam, Inc and Subsidiaries (formerly Filanet Cosion) unaudited consolidat
financial statements as of June 30, 2003 and #osithmonths ended June 30, 2
and 2002

uRoam Acquisition Corporation (formerly uRoam, )rfinancial statements as of
and for the nine months ended September 30, :
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
To the Stockholders and Board of Directors uRoan, (formerly Filanet Corporation) Sunnyvale, Califia

We have audited the accompanying consolidated balsimeet of uRoam, Inc. and its subsidiaries (fdsntélanet Corporation) as of
December 31, 2002 and the related consolidateenséatts of operations, stockholders' deficit, redddenconvertible preferred stock, and
cash flows for the year then ended. These congdetidmancial statements are the responsibilitthefCompany's management. Our
responsibility is to express an opinion on thesgsotdated financial statements based on our audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Stdtdmerica. Those standards require that
we plan and perform the audit to obtain reasonabéarance about whether the consolidated finasizitdments are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodit provides a reasonable basis for our opinide did not audit the financial
statements of the Company's foreign subsidiarychvbetatements reflect total assets of $767,00Qdled in assets of discontinued operations,
net of intercompany balances, as of December 312.2Those financial statements were audited byr@thditors whose report has been
furnished to us, and our opinion, insofar as @ted to the amounts included for such subsidiargased solely on the report of the other
auditors.

In our opinion, based on our audit and the repbotloer auditors, the consolidated financial staeta referred to above present fairly, in all
material respects, the financial position of uRoham, (formerly Filanet Corporation) and its subaiges at December 31, 2002 and the re:
of their operations and their cash flows for thanyhen ended in conformity with accounting pritegpgenerally accepted in the United St
of America.

The accompanying consolidated financial statemiese been prepared assuming that the Companyamilintie as a going concern. As
discussed in Note 1 to the consolidated finantéesments, the Company has sustained recurringddssm operations, and has a net capital
deficiency and negative working capital at Decen8ier2002. These conditions raise substantial dabbtit the ability of the Company to
continue as a going concern. Management's plattsthese matters are also discussed in Note 1cdihgolidated financial statements do not
include any adjustments that might result fromdh&ome of this uncertainty.

s\BDO Seidman, LLP
San Francisco, California

June 12, 2003, except for Note 11 which is as yf 2u2003



UROAM, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
DECEMBER 31, 2002
(In thousands, except share amounts)

ASSET S

Current assets:

Cash $ 279

Accounts receivable 477

Prepaid expenses and other current assets 140
Total current assets 896
Property and equipment, net 5
Goodwill 1,322
Other intangible assets, net 1,031
Other assets 135
Total assets of discontinued operations, net 1,527
Total assets $ 4,916

TOTAL LIABILITIES, REDEEMABLE CONVERTIBLE PR EFERRED STOCK AND STOCKHOLDERS' DEFICIT

Current liabilities:

Short-term debt $ 7,358

Current portion of capital lease obligation 382

Accounts payable 117

Accrued liabilities 325

Deferred revenue 331
Total liabilities of discontinued operations 4,689
Total current liabilities 13,202

Commitments and contingencies

Redeemable convertible preferred stock 15,940
Stockholders' deficit:
Common stock, no par value; 41,958,300 shares au thorized; 868,926 shares issued and outstanding 25,548
Stockholder receivables (75)
Accumulated deficit (49,699)
Total stockholders' deficit (24,226)
Total liabilities, redeemable convertible preferred stock and stockholders' deficit $ 4,916

See accompanying notes to consolidated financsstents



UROAM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2002
(In thousands)

Net revenues:

Product sales $ 92
Maintenance services 8
100

Costs and expenses:

Cost of revenue 3

Selling and marketing 633

Research and development 790

General and administrative 461
Total costs and expenses 1,887
Operating loss (1,787)
Interest and other expense:

Interest expense (244)

Other expense 4)
Total interest and other expense: (248)
Loss from continuing operations (2,035)
Loss from discontinued operations (13,161)
Net loss $(15,196)

See accompanying notes to consolidated financssients



UROAM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS' DEFICIT

YEAR ENDED DECEMBER 31, 2002
(In thousands, except share data)

NOTES
COMMON STOCK RECEIVABLE

-------------------- FROM ACCUMULATED

SHARES AMOUNT  STOCKHOLDERS DEFICIT TOTAL
Balances at January 1, 2002 86311 $ 331 $ (88) $ (34,503) $(34,260)
Exercise of stock options 450,809 9 -- - 9
Common stock issued for services 150,000 3 -- - 3
Vesting of non-employee stock options -- 2 -- -- 2
Repayment of stockholder notes receivable -- -- 16 -- 16
Accrued interest on stockholder notes receivable -- 3 ?3) -- --
Series A and Series B preferred stock converted
to common stock 181,806 25,127 - - 25,127
Issuance of warrants to purchase common stock in
connection with bridge financing and guarantee of
line of credit - 73 - - 73
Net loss - - - (15,196)  (15,196)
Balances at December 31, 2002 868,926 $25548 $ (75) $ (49,699) $(24,226)

See accompanying notes to consolidated financsgstents




UROAM, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF REDEEMABLE CONVERTIBLE PR EFERRED STOCK

Balances at January 1, 2002 98,217 $ 5,823

Sale of Series A-1, net of
cash issuance costs of $186

Conversion of debt and
accrued interest into
Series A-1

Conversion of accrued
employee compensation into
Series A-1

Issuance of Series A-1 for
services (executive
severance, rent negotiations
and consulting)

Issuance of Series B-1 in
connection with merger

Series A and Series B
preferred stock converted
to common stock (98,217) (5,823)

Balances at December 31, 2002 -$ -

YEAR ENDED DECEMBER 31, 2002
(In thousands, except share data)

REDEEMABLE CONVERTIBLE PREFERRED STOCK

SERIES B SERIES A-1 SERIES B-1 TOTAL
SHARES AMOUNT  SHARES AMOUNT  SH ARES  AMOUNT
83,580 $ 19,304 -$ - ~$ - $25127
30,461,570 5,410 5,410
1,044,386 9,080 9,080
323,655 62 62
1,870,752 358 358
3,3 38,286 1,030 1,030
(83,589) (19,304) (25,127)
—~$ - 33700363 $ 14910 3.3 38,286 $ 1,030 $ 15,940

See accompanying notes to consolidated financsients



UROAM, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

OPERATING ACTIVITIES:

Loss from continuing operations

Adjustments to reconcile loss from continuing ope
Depreciation and amortization
Non-cash interest expense
Compensation expense relating to stock opti
Compensation expense relating to common sto
Changes in operating assets and liabilities
Accounts receivable
Prepaid expenses and other current assets
Other assets
Accounts payable
Other accrued liabilities
Deferred revenue

Net cash used in continuing operations

Loss from discontinued operations
Change in assets and liabilities of discontinued

Net cash used in operating activities
INVESTING ACTIVITIES:

Payment of acquiree company liabilities prior to
acquisition costs

Net cash used in investing activities

FINANCING ACTIVITIES

Proceeds from short-term debt

Principal payments on short-term debt

Proceeds from exercise of common stock options
Payments received on shareholder receivable
Proceeds from issuance of Series A-1 convertible
Payment of preferred stock issuance costs

Net cash provided by financing activities

NET INCREASE IN CASH
CASH, beginning of year

CASH, end of year

NONCASH INVESTING AND FINANCING ACTIVITIES:

Conversion of Series A and Series B preferred st
Conversion of 2002 bridge notes into Series A-1
Issuance of Series B-1 preferred stock in connec
Issuance of Series A-1 preferred stock for renta
and executive search services

Conversion of accrued employee compensation into
Issuance of warrants to purchase common stock in
guarantee of line of credit

Accrued interest on stockholder notes receivable

YEAR ENDED DECEMBER 31, 2002

(In thousands)

rations to net cash used in continuing operations:

ons issued to consultants
ck issued for services
, het of assets acquired and liabilities assumed:

operations

acquisition, net of cash acquired and other

preferred stock

ock into common stock

preferred stock

tion with acquisition

| renegotiation, executive separation agreement

Series A-1 preferred stock
connection with 2002 bridge financing and

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the year for interest

Cash paid during the year for income taxes

See accompanying notes to consolidated financsients

$ (2,035)

3,690



UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACOUNTING POLICIES
Organization

uRoam, Inc. (collectively with its subsidiariesetftCompany" or "uRoam") was incorporated in Catfifarin 1998. From December 2000
through December 2002, the Company, originally ddiosiness as Filanet Corporation ("Filanet"), ratell a low-cost, broadband sotitite
appliance with integrated router and server fumetiity to small/remote offices. This product, knoasmthe InterJak Internet Service
Appliance ("InterJak Product"), enabled broadbasrtise providers to offer a myriad of remotely mgead value-added services to
telecommuters and small to medium-size busineseesd single extensible platform. On October 1,2@0e Company acquired all of the
outstanding stock of uRoam, Inc. ("Predecessor oRpaalso incorporated in California. Subsequerthscompletion of the acquisition, the
Company changed its name to uRoam, Inc. With thimigition, the Company refocused its investmenrtrasources on applications and
software. Since October 1, 2002, the Company'ssfbes been to develop, market and sell a comp&igan for secure user access to
applications and desktops, and collaborative tfwlseal time information sharing.

As further described in Note 3, in December 2088 ,Gompany decided to discontinue the operatiomsefidy conducted by Filanet. As such,
in accordance with generally accepted accountimgimes, net assets and the results of the disused operations have been reflected as
Discontinued Operations in the consolidated finalstiatements. With the discontinuance of the dgjmeraformerly conducted by Filanet, the
Company's continuing operations are comprised@btlsiness activities acquired from PredecessoamRnd the corporate activities of the
merged companies. These continuing operationseaet as a single business segment, and the Cgisigantinuing operations have
historically been conducted primarily in the Unitethtes of America, with some quality assurancetastdactivities being performed in
Russia.

Liquidity and basis of presentation

The accompanying consolidated financial statemieste been prepared on a basis that contemplatesatlieation of assets and the
satisfaction of liabilities and commitments in th@mal course of business. The Company has inclossés since its inception, has an
accumulated deficit of $50 million and a deficitviorking capital at December 31, 2002, and expibetsit will continue to incur losses for
the foreseeable future. The Company has been depeod its investors to provide financing and lgaarantees to fund operating activities,
and management anticipates that the Company wiliree to require additional financing to fund ogt@ns. At December 31, 2002, the
Company was relying on funds provided by a revaine of credit facility guaranteed by certain@stors to fund its operations. At
December 31, 2002, the principal balance of this 6f credit was $3 million, and there were no riamng funds available to the Company
under this facility. Through April 30, 2003, thecility and related guarantees were increased ®9%+hillion, and the maturity date has been
extended to June 30, 2003. These circumstancessualistantial doubt about the Company's abiligotatinue as a going concern.
Management plans to continue to pursue additianahting sufficient to fund operations of the Compantil revenues from the product
sales are sufficient to fund operations. Managernseaiso exploring a possible sale of the Compatthiough management continues to
pursue these plans, there is no assurance th@otigany will be successful in obtaining additiofi@ncing, or that the Company can be
sold. If management is unable to obtain additidimaincing or complete a sale of the Company, opmraiwill need to be ceased. The
consolidated financial statements do not includeadjustments that might result from the outcomthisf uncertainty.
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UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

Principles of Consolidation

The consolidated financial statements include tbm@any and its wholly-owned subsidiaries. All sfgr@int intercompany accounts and
transactions have been eliminated in consolidaiemore fully discussed in Note 3, in DecemberZ@fe Company discontinued all
operations attributable to its business activitedated to the InterJak Product line, including ¢iperations of the Company's subsidiary
located in Denmark, Filanet Europe ApS. Accordingihese operations have been reflected as disceatiim the consolidated balance sheets
and statements of operations.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfietttae reported amounts of assets and lialsliied disclosure of contingent assets
liabilities at the date of the financial statemeamsl the reported amounts of revenues and expduoseg the reporting period. Such estimates
include, but are not limited to, inventory, deferrevenue, the allowance for uncollectible accouetgivable, the valuation of the acquisition
of Predecessor uRoam, the valuation allowancedterted tax assets and accrued liabilities. Aatesdilts could differ from those estimates.

Concentration of Credit Risk and Significant Custoners

Financial instruments that potentially subject @mmpany to concentrations of credit risk consighprily of accounts receivables. The
Company sells its products to a limited numberasfipanies in diverse industries and generally doésemquire its customers to provide
collateral to support accounts receivable. Duri6@2 revenues recognized from five customers repted approximately 32%, 20%, 13%,
13% and 10% of total consolidated revenues. Asaxfdinber 31, 2002, 50%, 17% and 10% of accounté/edate was due from three
customers. To reduce credit risk, management pegfangoing credit evaluations of its customersglritial condition and includes any
accounts receivable balances that are determinieel tmcollectible, along with a general reservenexessary, in the overall allowance for
doubtful accounts based on historical losses arstiigx economic conditions. After all attempts tilect a receivable have failed, the
receivable is written off against the allowances@&hon the information available, management betiew allowance for doubtful accounts is
required as of December 31, 2002. However, actagwffs might be necessary in the future.

Fair Value of Financial Instruments

The Company's financial instruments include casboants receivable and short-term debt. Cash @riegh at fair value. The recorded
carrying amount of accounts receivable and shom-tdebt approximates their fair value due to tehrt-term maturities.

Property and Equipment

Property and equipment, including leasehold impnomets, are recorded at cost and are depreciateg tng straight-line method over the
shorter of the lease term or estimated useful bfebe underlying assets. Estimated useful lieegye from two to five years. Included in
property and equipment at December 31, 2002 is atengoftware with a cost basis of $6,000 and actat®ed depreciation of $1,000.
During 2002, as a result of current and expectaddéunegative net operating cash flows due to theodtinuance of the InterJak Product line,
the Company recorded a $434,000 impairment lossimgl to the recoverability of certain property agliipment (see Note 3).
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UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

Revenue Recognition

The Company derives revenue primarily from salei¢sdfirePass server product and from related reaarice services. The Company
recognizes revenue from product sales in accordaitbeStatement of Position ("SOP") 97-2, "Softw&evenue Recognition" since the
software component is not considered incidentébtproducts as a whole. In accordance with SOR &me Securities and Exchange
Commission Staff Accounting Bulletin ("SAB") 10he Company recognizes revenue upon meeting alleofdilowing criteria: execution of
a written customer agreement and purchase ordeedigy the Company and the customer; product dglives occurred; the fee for the
product is fixed or determinable; collection isgeaably assured and vendor specific objective ecield"VSOE") of fair value exists to
allocate the total fee to elements of the arranggme

The Company is migrating its business model toteaksellers/distributors; however, the Comparg Hiatorically sold to end customers.
When agreements with distributors provide for staatlation or price protection rights, the Compaseyeds recognition of revenue until sell-
through to the end customer has occurred.

The Company defers a portion of its product reverhased on the value of certain maintenance amaenfs when these arrangements are
included with a product sale and recognizes thegenues over the applicable maintenance periodCbinepany also derives a portion of its
revenues from sales of separate extended maintemarangements. Revenue from extended maintenareeyaments is recognized over
period of coverage purchased by the customer.

Inventory

Inventory is stated at the lower of standard amkich approximates actual (first-in, first-out medh), or net realizable value. The valuation of
inventories at the lower of standard cost or mavkéiie requires the use of estimates regardingri@unt of inventory that will be sold and
the prices at which current inventory will be sdlthese estimates are dependent on the Compang&sasant of current and expected orders
from its customers. The Company has historicallyaaoried significant quantities of FirePass ineeptin excess of amounts pertaining to
current orders from customers; however, becauseadftimes associated with components used in raatwrfng the InterJak Product line,
significant inventories were carried in connectiaith that product line prior to its discontuance.

Valuation of Long-Lived Assets Including Goodwill and Other Intangible Assets

The Company reviews property, plant and equipngaddwill and other intangible assets for impairm@henever events or circumstances
indicate the carrying amount of the assets mayaatcoverable. The Company's review of goodwill ather intangible assets is based on
the estimated future cash flows the assets arecesgb& generate. The Company's review is baséis best estimate of a variety of factors,
including future market growth, forecasted reverames costs and a strategic review of its businedperations. In the event the Company
determines that an asset is impaired in the fuamgdjustment to the value of the asset woulchbeged to earnings in the period such
determination is made.
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UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

Software Development Costs

Costs for the development of new software prodaoctssubstantial enhancements to existing softwadugts are expensed as incurred until
technological feasibility has been establisheayhith time any additional costs would be capitalii® accordance with Statement of
Financial Accounting Standards ("SFAS") No. 86, fipuiter Software To Be Sold, Leased or Otherwisekiktad." The costs to develop

such software have not been capitalized, as thep@nynbelieves its current software developmentgssds essentially completed concurrent
with the establishment of technological feasibility

Research and Development
Research and development costs are expensed asihcu
Stock-Based Compensation

The Company accounts for stock-based awards toogmeeé using the intrinsic value method in accordamith Accounting Principles Board
Opinion No. 25, "Accounting for Stock Issued to Hayges" ("APB 25"). Since the inception of the Canyp, no stock options were granted
at an exercise price below the estimated fair mar&keie of the common stock.

The Company accounts for stock-based awards tonmglogees in accordance with the provisions of SRES123, "Accounting for Stock-
Based Compensation," and Emerging Issues Task F&EE-") Issue No. 96-18, "Accounting for Equitydtruments that Are Issued to
Other Than Employees for Acquiring or in Conjunatigith Selling Goods or Services," under the failue method. SFAS No. 123 also
requires the disclosure of pro forma net loss #sfCompany had adopted the fair value methodtfmk-based awards to employees. Under
SFAS No. 123, the fair value of the stock-basedrds/to employees is calculated through the use@td pricing models, even though such
models were developed to estimate the fair valiecely tradable, fully transferable options witheesting restrictions, which significantly
differ from the Company's stock option awards. Ehemdels also require subjective assumptions, dmetuexpected time to exercise, which
greatly affect the calculated values. The Comparajsulations were made using the minimum valuehoegbtvith the following assumptions:
expected life one year from vest date; risk freergst rate of 4%, and no dividends during the etgqoeterm.

The following table represents the effect on neslid the Company had applied the fair value basethod and recognition provisions of
SFAS No. 123 (in thousands):

2002
Net loss, as reported $ (15,196)
Add: Stock-based employee compensation expense inc luded in reported loss
Deduct: Total stock-based employee compensation exp ense determined under
fair value based method for all awards (10)
Pro forma net loss $ (15,206)
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UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

Foreign Currency Translation

The functional currency of the Company's foreighsidiary is its local currency. The assets andlitas are translated into U.S. dollars at
period-end rates of exchange, and income and egpens translated at average exchange rates doeqgriod. Since the operations of the
foreign subsidiary were discontinued in 2002, gaing losses resulting from translating financiatesnents into U.S. dollars have been
included in loss from discontinued operations. Gaind losses from foreign currency transactionsnateded in loss from discontinued
operations.

Recently Issued Accounting Pronouncements

In June 2001, the Financial Accounting Standardsr@¢'FASB") issued SFAS No. 141, "Business Comtiigms,” and SFAS No. 142,
"Goodwill and Other Intangible Assets." SFAS Noléquires that all business combinations initiatidr June 30, 2001 be accounted for
under the purchase method and addresses the isit@gnition and measurement of goodwill and oitkangible assets acquired in a busit
combination. SFAS No. 142 addresses the initiadgaition and measurement of intangible assets eedjoutside of a business combination
and the accounting for goodwill and other intangjifiésets subsequent to their acquisition. SFASL A provides that intangible assets with
finite useful lives be amortized and that goodwaiitl intangible assets with indefinite lives nobeortized, but rather be tested at least
annually for impairment. The Company adopted SFAS M2 for its fiscal year beginning January 1,208s the Company did not carry ¢
goodwill or other intangible assets on its balastoeet as of December 31, 2001, the adoption of IFAI 41 and SFAS No. 142 did not
have an impact on the Company's financial positiesults of operations or cash flows.

In July 2001, the FASB issued SFAS No. 143, "Actognfor Asset Retirement Obligations”. SFAS 148uiees that a liability for an asset
retirement obligation be recognized when incurned the associated asset retirement costs be éagitals part of the carrying amount of the
long-lived asset and subsequently allocated toresgoever the asset's useful life. The provisionSFAS 143 were effective for the Company
as of the beginning of fiscal year 2003. The Corgpdwes not believe it has any assets at Decemh@0B2 that are subject to retirement
obligations requiring recognition under SFAS 143.

In June 2002, the FASB issued SFAS No. 146, "Actingrior Costs Associated with Exit or Disposal kittes," which addresses account
for restructuring and similar costs. SFAS No. ldpessedes previous accounting guidance, princifidllfr Issue No. 94-3. The Company is
required to adopt SFAS No. 146 for restructurintivies initiated after December 31, 2002. SFAS 146 requires that the liability for co:
associated with an exit or disposal activity beoggized when the liability is incurred. Under EI9&-3, a liability for an exit cost was
recognized at the date of the Company's commitieeain exit plan. SFAS No. 146 also establishedtti@tiability should initially be
measured and recorded at fair value. AccordinghBAS No. 146 may affect the timing of recognizinguie restructuring plans.

In December 2002, the FASB issued SFAS No. 148¢8Anting for Stock-Based Compensation - Transiéind Disclosure," an amendment
of SFAS No. 123. Although it does not require ustao value method of accounting for stock-basetbyee compensation, it does provide
alternative methods of transition. It also amem@sdisclosure provisions of SFAS No. 123, to regjdisclosure in the summary of significant
accounting policies of the effects of an entitgsaunting policy with respect to stock-based empéogompensation on reported net income
and earnings per share in financial statements SSF&. 148's amendment of the transition and angisaelosure requirements is effective for
fiscal years ending after December 15, 2002. Thagamy has adopted the disclosure requirementsso$tidindard in the accompanying
consolidated financial statements.
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UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

In November 2002, the FASB issued Financial Intiggion No. 45, "Guarantor's Accounting and DisgiesRequirements for Guarantees,
Including Indirect Guarantees of Indebtedness be@t' ("FIN 45"). The interpretation elaboratestioa existing disclosure requirements for
most guarantees, including loan guarantees sustaadby letters of credit. It also clarifies thatre time a company issues a guarantee, the
company must recognize an initial liability for tfeér value, or market value, of the obligationassumes under the guarantee and must
disclose that information in its interim and annfilncial statements. The provisions related tmgeizing a liability at inception of the
guarantee for the fair value of the guarantor'sgatibns do not apply to product warranties or targntees accounted for as derivatives. The
initial recognition and initial measurement prowiss apply on a prospective basis to guaranteesdssumodified after December 31, 2002.
The disclosure provisions are effective for finahsitatements for annual or interim periods endiftgr December 15, 2002. The Company
has provided disclosures of its guarantees in ¢therapanying footnotes. The effect of the adoptibthe recognition and measurement
provisions FIN 45 will be based on the nature cirgmtees prospectively issued after December 3, 20hd is not yet determinable.

In January 2003, the FASB issued Financial Intégti@an No. 46, "Consolidation of Variable Interé&sttities” ("FIN 46"), which requires the
consolidation of certain variable interest entitiéN 46 is applicable to financial statements éskafter 2002, however, disclosures are
required currently if the Company expects to codsté any variable interest entities. There aremtdies that will be consolidated with the
Company's financial statements as a result of AN 4

2. BUSINESS ACQUISITION

As described in Note 1, on October 1, 2002, the @y acquired all of the outstanding stock of Pcedsor uRoam. Prior to the acquisition,
the Company conducted business under the naméaoieEi Subsequent to the acquisition, the Comphapged its name to uRoam, Inc. For
acquisition accounting purposes, Filanet was deterdnto be the acquiring company.

The value of the purchase price totaled $1.575aniknd the transaction was accounted for as énpaec The Company exchanged 3.3
million shares of its Series B-1 Preferred Stockcktwith a fair value of $1.03 million for all ofi¢ outstanding stock of Predecessor uRoam.
The total purchase price also includes $400,0@@eracquisition liabilities of Predecessor uRoam paidrilanet and an estimate of the dir
costs associated with the transaction totaling @pprately $145,000. All pre-existing Predecessooa@R stock options and warrants were
converted to Predecessor uRoam's common stockreraaacelled immediately prior to the acquisition.

The acquisition has been accounted for under thehpge method of accounting in accordance with SRASL41, "Business Combinations."
Under the purchase method of accounting, the pataihase price is allocated to the tangible arghigible assets acquired and the liabilities
assumed based on their estimated fair values. Xtess of the purchase price over those fair vatuescorded as goodwill. The fair values
assigned to the tangible and intangible assetsrachand liabilities assumed are based on estinzatésassumptions provided by
management, and other information compiled by memest, including an independent valuation, prepasedn independent valuation
specialist, that utilizes established valuatiohtégues appropriate for the high technology industr accordance with SFAS No. 142,
"Goodwill and Other Intangible Assets," goodwilllwiot be amortized but instead will be reviewediqdically for impairment.
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UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

A summary of the total purchase price is as follgiwshousands):

Series B-1 preferred stock $1,030

Pre-acquisition payments of uRoam liabilities made by Filanet 400

Estimated direct costs of the acquisition 145
Total purchase price $ 1,575

The total purchase price has been preliminarilycaited as follows (in thousands):

Cash $ 42
Accounts receivable 228
Other assets 37
Liabilities assumed (1,154)
Fair value of net liabilities assumed (847)
Purchased technology 900
Customer base 50
Trademark 100
Non-Compete 50
Goodwill 1,322
Total purchase price $ 1,575

The fair value of net liabilities assumed was resliby $103,000 resulting from subsequent renegmtiaind settlement of certain liabilities
assumed in the acquisition.

Predecessor uRoam incurred operating losses thitbegicquisition date. The potential value of thmbined companies, products and
technologies contributed to a purchase price #ilted in the recognition of goodwill.

Intangible assets

Of the total purchase price, $1.1 million was adligel to intangible assets, including purchasedolyy, customer base, trademark and non-
compete agreements. All of the intangible assetse walued using the income approach, which measwesent worth and anticipated future
benefits of the intangible asset. This approacbutales the value of the intangible asset as bimgresent value of the after tax cash flows
potentially attributable to it, net of adjustmentade to account for the replacement and obsolesa#riechnology and a fair rate of return on
other assets that contribute to the income straaibwable to the intangible asset.

Purchased technology and trademark consists ofiptedhat have reached technological feasibility imeludes Predecessor uRoam's
FirePass product line and the related trademarlen@ime Company is amortizing the fair value of piechased technology and trademark on
a straightline basis over an estimated useful life of fouange The customer base represents the value obtailéd base of customers that
expected to result in additional licenses undesdlmistomers' existing applications. The fair valiihe customer base is being amortized
based on estimated revenue from identified existigjomers over a three year period. Non-competeatents represent the value of non-
compete agreements signed by key executives obBPesdor uRoam. The Company is amortizing the
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UROAM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

fair value of the non-compete agreements on agirdine basis over an estimated useful life oéthyears.
The components of intangible assets as of DeceB81hex002 follows (in thousands):

Gross C arrying Accumulated Net Carrying
Amo unt Amortization ~ Amount

Amortized intangible assets:

Purchased technology $9 00 $56 $844
Customer base 50 4 46
Trademark 1 00 6 94
Non-Compete agreements 50 3 47
Total gross and net carrying amounts $1,1 00 $69  $1,031

Total amortization expense for the year ended DéeerB1, 2002 was $69,000. Estimated amortizatigeese for the next four years is as
follows (in thousands):

Year Estimated Amortization
Expense
2003 $ 275
2004 275
2005 275
2006 206
$1,031

3. DISCONTINUED OPERATIONS

In December 2002, the Company's board of directans, also comprised a controlling shareholder eggrunanimously authorized and
directed management to discontinue the operatmmsdrly conducted by Filanet prior to the Compaagguisition of Predecessor uRoam on
October 1, 2002. The decision to discontinue tlogezations was based on the low margins being @ethim that business, and a decision to
concentrate management's efforts and all of thepgaoiyls resources on the operations newly acquiosd Predecessor uRoam. As a resu
the decision to discontinue the operations formeolyducted by Filanet, management issued termimatitices to substantially all employe
associated with the InterJak Product operationraraund December 31, 2002, which resulted in asece accrual totaling $516,000, and
management began taking steps to limit the remguilibilities associated with this business. Initidd, the Company recorded impairment
charges of $2,278,000 and $434,000 to reduce tingirog values of inventories and property and emept, respectively, of the discontinued
business to their estimated net realizable values.

In accordance with SFAS No. 144, "Accounting fag tmpairment or Disposal of Long-Lived Assets,"eissnd liabilities of the
discontinued business have been segregated frotimgimgy operations in the 2002 and 2001 consoliiaedance sheets, and the related
operating results have been segregated and re@stgidcontinued operations in the accompanyingalmated statements of operations and
cash flows, and related notes.

Revenues of the discontinued operation were $4llibmin 2002. There were no income tax expensdweoefits recognized in 2002.
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Balance sheet details of discontinued operatiortd Becember 31, 2002 consisted of the followimgtfiousands):

Assets of discontinued operations:

Accounts receivable $ 623
Inventory 670
Prepaid expenses and other current assets 19
Property and equipment, net 17
Other assets 198
Total assets of discontinued operations $ 1,527

Liabilities of discontinued operations:

Capital lease obligations $ 428
Accounts payable 2,547
Accrued liabilities 1,517
Deferred revenue 197

Total liabilities of discontinued operations $ 4,689

4. OTHER ACCRUED LIABILITIES

Other accrued liabilities as of December 31, 20@¥#sisted of the following (in thousands):

Professional fees $ 50
Accrued interest 56

Compensation and related benefits 107
Other accrued liabilities 112
Total $ 325

5. SHORT-TERM DEBT

Short-term debt as of December 31, 2002 considtétedollowing (in thousands):

Line of credit $ 3,000
Short-term bridge notes payable 4,381
Discount relating to bridge loan facility (23)

Total $ 7,358

In March 2002, the Company issued 1,044,386 sladr8sries A-1 Preferred Stock to the holders ofaderoutstanding promissory notes in
return for the cancellation of outstanding printigad accrued interest totaling $9,080,000.

In August, September, and December 2002, the Coyngiatained bridge loan financing for an aggregaiecipal amount of $4,381,000
under Secured Subordinated Convertible Notes ("B¥ifye Loans") and issued to the lenders warrempairchase 2,154,992 shares of
common stock with an exercise price per share dfZb0rhe 2002 Bridge Loans bear interest at treeabt.5% per annum and are due on the
earlier of one year from issuance or conversiothefotes to demand notes whereby the notes will
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UROAM, INC. AND SUBSIDIARIES
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become immediately due and payable upon consethebyoteholders representing at least 75% of tgeeagte principal amount of the notes
("Majority in Interest"). The 2002 Bridge Loans angbordinated to the Company's obligations undeitaldeases, secured by substantially

of the Company's assets (except those assets edquider capital leases) and convertible into predestock at the per share price sold in the
Company's next round of preferred stock financihgtdeast $2.5 million (excluding any notes outsliag which are convertible into
preferred stock) upon consent by the Majority itetast. In the event that the Company undergoegi@ation, dissolution, winding up or
Liguidation Transaction (as defined in the Compsififth amended and restated articles of incorpandtthe Company is obligated to repay
2.5 times the outstanding principal and interest dinder the 2002 Bridge Loans prior to any paymgntse Company's unsecured creditors
and common or preferred stockholders. The Compasyaliocated the proceeds between the respectiveagsd fair values of the 2002
Bridge Loans and related warrants resulting in s &30 discount to the 2002 Bridge Loans to be ameuttto interest expense over a grat
period ending in August 2003 using the effectiveriest method. The Company recorded $12,000 ingsitexpense resulting from the
amortization of this discount.

In October 2002, the Company entered into a remglline of credit ("Line of Credit") with a bank fwovide financing for current operations
of the Company. The Line of Credit provides for maxm borrowings of $3,000,000 at the prime interagt (4.25% at December 31, 2002)
and was scheduled to mature on January 1, 20@@idition, $15,000 in loan fees paid during 2002dnnection with the line of credit
agreement were charged to interest expense. Theedfi@redit does not have any financial covenddising 2003, the Line of Credit was
increased and maturity date extended (see Note 11).

In connection with a guarantee of the Line of Credovided by the Company's majority stockholdére, Company issued 2,067,958 warr.
to purchase common stock at $0.02 per share. lti@iddhe Company issued 516,988 warrants to tr@antors in both November and
December 2002. The $38,000 value of these warveadsrecorded as interest expense during 2002. Ghgp@ny will continue to issue
516,988 warrants per month under the same tertietguarantors as long as the Line of Credit istanting. Through June 12, 2003, the
Company had issued 5,686,874 warrants to purctmmeon stock at $0.02 per share in connection withdguarantee.

6. COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company leases its office facilities under masinoncancelable-operating leases. These leagies akvarious dates through February
2007 and generally require monthly payment of tteegia share of common area operating expensas.ehuinimum lease payments under
all noncancelable-operating leases, as of DeceBhet002, are as follows (in thousands):

Year ended December 31, A mount
2003 $ 463
2004 308
2005 323
2006 339
2007 57

Total minimum lease payments $ 1,490

Rent expense was approximately $661,000 for theemded December 31, 2002.
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In August 2001, the Company entered into an amenttoene of its office facility lease agreementseweby future monthly cash payments
due under the original lease were reduced by appaigly $433,000 in aggregate. As consideratiothisfamendment, the Company issued
approximately $433,000 worth of fully vested shareSeries B Preferred Stock. This amount was dEmbas an asset to be amortized to rent
expense over the remaining lease term. The Comalanyentered into another facility lease agreem#htthe same landlord commencing in
August 2001, which required monthly payments ofrappnately $13,000 through November 2005. In Ma2602, the Company amended
agreements with the above landlord, which reducedthty payments for both facilities to approximgt8lL3,000 each, but extended the le
term for both facilities to February 2007. In coatien with these amendments, the Company issue®80&hares of Series A-1 Preferred
Stock with a value of $96,000. This amount, aloriidp the $305,000 unamortized balance of the prepaitirelating to the Series B Preferred
Stock issued in August 2001 existing as of thedemsdification date in March 2002, is being amedizo rent expense on a straight line k
over the amended lease term.

In connection with the Company's decision to disiome the operations formerly conducted by FilameDecember 2002, the Company gave
notice of termination to the landlord of one ofaféice facility leases located in Denmark. Accaogly, the Company accrued $38,000 for a
lease termination liability relating to the fairlva of this leasehold and wrote off a $46,000 |lagE0sit.

Legal matters

The Company is involved in various other legal pextings incidental to its normal business actisitiehe amount of ultimate liability with
respect to these actions cannot be reasonablyatetimHowever, in the opinion of management, aatyillty resulting from an unfavorable
outcome will not materially affect the financialgition of the Company.

Guarantees
The following is a summary of the Company's agre@mthat have been determined are within the sobpéN 45.

Under its bylaws, the Company has agreed to indgriteiofficers and directors for certain eventoocurrences arising as a result of the
officer or director's serving in such capacity. Teen of the indemnification period is for the o#i's or director's lifetime. The Company has
a separate indemnification agreement with onesafiiectors that requires it, subject to certaicegtions, to indemnify him to the fullest
extent authorized or permitted by its bylaws arel@alifornia Corporation Code. The maximum potérmount of future payments the
Company could be required to make under these indieation agreements is unlimited. The Companyesels the estimated fair value of
these indemnification agreements is minimal andnlwal&abilities recorded for these agreements d3eafember 31, 2002.

As a result of the acquisition of Predecessor uRdhenCompany assumed a potential liability forreger occurrences that took place prior
to the date of acquisition. The maximum potentmbant of future payments the Company could be redub make for such obligations is
undeterminable at this time. Therefore, the Compges/no amounts recorded for these possible liglilas of December 31, 2002.

The Company enters into indemnification provisionsger (i) its agreements with other companiessimitinary course of business, typically
with business partners, contractors, and custorf@mlords and (i) its agreements with investahsder these provisions the Company
generally indemnifies and holds
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harmless the indemnified party for losses suffeneimhcurred by the indemnified party as a resulthef Company's activities or, in some ca
as a result of the indemnified party's activitiesler the agreement. These indemnification provssften include indemnifications relating
representations made by the Company with regairetectual property rights. These indemnificatfmovisions generally survive
termination of the underlying agreement. The maxmpotential amount of future payments the Compadctcbe required to make under
these indemnification provisions is unlimited. T®@empany has not incurred material costs to defamgduits or settle claims related to these
indemnification agreements. As a result, the Comymatieves the estimated fair value of these agestsnis minimal. Accordingly, the
Company has no liabilities recorded for these ages#s as of December 31, 2002.

7. REDEEMABLE CONVERTIBLE PREFERRED STOCK

In March 2002, the Board of Directors of the Compaansented to the automatic conversion to comrhares of all outstanding shares of
Series A and Series B preferred stock. In accomrlarith this consent, the Series A and Series Bepredl stock were converted into 181,806
common shares at a 1:1 exchange ratio immediat&y o the closing of the Series A-1 Offering irak¢h 2002.

In March and April 2002, the Company sold an aggre@f 30,461,570 shares of Series A-1 PreferreckSor proceeds totaling $5,410,000
(net of cash issuance costs of $186,000). In cdiomewith this sale of Series A-1 Preferred Stdble, Company also issued 1,044,386 shares
of Series A-1 Preferred Stock in exchange for #iecellation of outstanding principal and accruedriest totaling $9,080,000 due under
certain notes payable. Additionally, the Compamsyéxl 500,000, 65,274, 323,655 and 1,305,478 shhfelly vested Series A-1 Preferred
Stock at $0.1915 per share in exchange for reregmii of rental payments, executive search servammsued compensation, and severance,
respectively. The Company recorded the deemedditie of the shares issued for severance ($25040@0jn exchange for executive search
services ($12,000) as an expense in 2002. Thedhie of the shares issued for renegotiation datgrayments ($96,000) is being amortized
to rent expense on a straight line basis over thenaled five year term of the lease agreement.

The significant terms of the preferred stock aréofiews:

Conversion Rights. Each share of Series A-1 anet$S8r1 preferred stock is convertible at the aptié the holder or will automatically be
converted to common stock upon a public offeringahmon stock at a public offering price of at &% 9575 per share and which yields
gross proceeds of at least $20,000,000 or writbersent of at least two thirds of the outstandireya$ of all classes of preferred stock. Each
share of Series A-1 preferred stock is converiittie such number of shares of common stock asmé@ied by dividing $0.1915 by
$0.29070358. According to this conversion ratie, 33,700,363 shares of Series A-1 preferred statdtanding as of December 31, 2002 is
convertible into 22,200,000 shares of common sthelch share of Series B-1 preferred stock is caimeinto one share of common stock.
The conversion of preferred stock is subject taistjent for events of dilution, and the preferrxtis has the same voting rights as the
number of common shares into which it is convegtibl

Dividends. If and when declared by the Board oEbiiors, and in preference to dividends on the comamal Series B-1 preferred Stock, the
holders of the Series A-1 preferred stock are leditto receive noncumulative dividends of $0.013g86share per annum. After the Series A-
1 convertible preferred stockholders receive tieildend preference, any additional dividends shalbistributed among the holders of Se
A-1 Preferred Stock, Series B-1 Preferred Stocka@mmon stock pro rata
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based on the number of shares of common stockiiblenby each holder (assuming conversion of aligpred stock to common stock).

Redemption rights. The Company shall redeem the$ar1 Preferred Stock at any time after January2806 upon notice from at least two-
thirds of the Series A-1 holders. The Series Adfé&red Stock is redeemable at a price of $0.1@tSipare plus all declared or accumulated
unpaid dividends. If redemption of fewer than dlttee outstanding shares of Series A-1 PreferredkSs requested, the Company shall
redeem such stock on a pro rata basis. The SerieBBferred Stock is hot mandatorily redeemable.

Liguidation Preference. Holders of Series A-1 ardées B-1 preferred stock have a liquidation pexiee over the common stock holders of
$0.1915 per share for each share of Series A-Bar&085 per share for each share of Series B-%,gly declared but unpaid dividends.
After this payment to the holders of the Series antl Series B-1 preferred stock, the entire remgiassets and funds of the Company shall
be distributed among the holders of the commorieSéy-1 and Series B-1 preferred stock in propartmthe equivalent number of shares of
common stock on an "as converted basis" then hettldm until each holder of the Series A-1 ande®eB-1 preferred stock shall have
received $0.5745 and $0.9255 per share, respactivel

Voting Rights. The holder of each share of Seriesa#d Series B-Preferred Stock shall have the right to one fateach share of comm
stock into which such preferred stock could be ested. With respect to such vote, holders havevhatihg rights and powers equal to those
of the holders of common stock and are entitledatice of any stockholders' meeting.

Because each series of convertible preferred $taslconditions for liquidation or redemption that deemed outside the control of the
Company, such preferred stock has been classilitside of stockholders' deficit.

At December 31, 2002, there were 37,038,663 awhdrshares of preferred stock, 33,700,363 shamehioh were designated Series A-1
Preferred Stock; 3,338,300 shares of which werggdated Series B-1 Preferred Stock.

A summary of Convertible Preferred Stock outstagdihDecember 31, 2002 is as follows (in thousaexisept share amounts):

December 31, 2002

Series A-1, 33,700,363 shares authorized, issued an d outstanding (aggregate liquidation

preference and redemption value of $6,454) $14,9 10

Series B-1, 3,338,300 shares authorized; 3,338,286 shares issued and outstanding (aggregate

liquidation preference - $1,030) 1,0 30
$15,9 40

8. STOCKHOLDERS' EQUITY

In March 2002, the Board of Directors of the Compedaclared a reverse stock split whereby eachandgtg share of common stock
including outstanding warrants and options to pasehshares of common stock were converted int®07&B1 shares of Common Stock. All
share and per share amounts have been adjusteateffpct to this reverse stock split.
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Common Stock

During the years ended December 31, 2002 and 200 ompany issued 450,809 and 5,143 shares of ocarstock upon the exercise of
stock options resulting in $9,000 and $44,000 ofpeds, respectively.

During the year ended December 31, 2002, 154,9h2\ested shares of common stock with a value080 were issued to consultants as
compensation for services rendered.

At December 31, 2002, there were 41,958,300 awbodrshares of Common Stock.
1998 Stock Option Plan

The 1998 Stock Option Plan (the "1998 Plan") al#ear the grant of options to purchase up to 8,ddhares of the Company's common
stock. Under the 1998 Plan, incentive options magtanted at a price per share no less than thméaket value of common stock at the «

of grant. Nonqualified stock options may be grarged price per share no less than 85% of therfaiket value on the date of grant. Options
granted to any 10% stockholder may have an exepcise per share that is not less than 110% ofainenarket value per share of common
stock on the date of grant. Options granted areddiately exercisable, and unvested shares arecsubjeepurchase by the Company at the
amount originally paid. Options granted generallydna maximum term of ten years and generallyasest four years. In March 2002, the
Company terminated the 1998 Plan and no longettgsdack options or make any additional issuanceguthe 1998 Plan. The options
vested and existing as of the termination date utiede1998 Plan were not cancelled as part ofaimaihation of the 1998 Plan. At December
31, 2002, 15,166 shares issued under the 1998/RiBnsubject to repurchase by the Company at ahezigaverage price of $11.33 per st
because such shares were not vested.

2002 Stock Option Plan

The 2002 Stock Option Plan (the "2002 Plan") augear the grant of options to purchase up to 7,38Ddghares of the Company's common
stock. Under the 2002 Plan, incentive options magtanted at a price per share no less than thméaket value of common stock at the «

of grant. Nonqualified stock options may be grarged price per share no less than 85% of therfarket value on the date of grant. Options
granted to any 10% stockholder may have an exepcise per share that is not less than 110% ofdinenarket value per share of common
stock on the date of grant. Options granted areddiately exercisable, and unvested shares arecsubjeepurchase by the Company at the
amount originally paid. Options granted generallydna maximum term of ten years and generallysmest four years. For certain employees
whose employment commenced prior to December 311 ,2iptions vest over the first year at a rate irapfrom 28% to 50%, then ratably
over the remaining three years. At December 3122008,334 shares issued under the 2002 Plan whjecs to repurchase by the Company
at a weighted average price of $0.02 per shareuBecsuch shares were not vested.
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Stock option activity under the 1998 and 2002 Plarssimmarized as follows:

Options Outstanding
Weighted
Number of Average
Shares  Exercise Price

Balance, January 1, 2002 32,492 $ 17.58
Granted (weighted average fair value of $0.01 per s hare) 7,781,146 0.02
Exercised (450,809) 0.02
Canceled (863,543) 0.31
Balance, December 31, 2002 6,499,286 $ 0.07

Options Outstanding

At December 31, 2002, 458,549 shares were availaider the 2002 Plan for future grant. The follogviable summarizes information
concerning stock options outstanding as of Decer@beP002:

Options Outst anding Options Vested
Weighte d
Average Weighted Weighted
Remainin g Average Average
Number of  Contract ual Exercise Number of  Exercise
Range of Exercise Prices  Shares Life (Yea rs)  Price Shares Price
$0.02 6,480,951 9 51 % 0.02 2,991,342 $ 0.02
$5.39 - $22.02 18,335 7 .86 17.25 18,335 17.25
6,499,286 9 50 $ 0.07 3,009,677 $ 0.12

Non-Employee Stock Options Issued for Services

In 2002, the Company granted 40,000 nonstatutagksbptions at an exercise price of $0.02 per sttar®nemployees. The values
attributable to the grants are determinable at gasting date and have been amortized over thécegperiod. For the year ended December
31, 2002, the Company recorded $2,000 in fair vafusuch awards as an expense using the Black-&lption pricing model with the
following assumptions: contractual term of threarge risk-free interest rate of 4.49%; annualizeldtlity of 70% and no dividends during
the expected term.

The Company allows the early exercise of certaipleyee and nommployee stock options, resulting in the exercis#50,809 stock optior
and $9,000 in proceeds to the Company in 2002. Wew&nder the terms of the Early Exercise andriéstl Stock Purchase Agreement
entered into with these individuals, the Comparsgrees the right to repurchase any unvested shathe original price per share over the
remaining option vesting period. As of DecemberZ1)2, 123,500 stock options exercised under thismigement with an aggregate exercise
price totaling $174,000 may be repurchased by thragany.
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Warrants

On January 1, 2002, the Company had 924 and 10&miaroutstanding to purchase Series A and Serieefrred Stock at an exercise p
of $59.52 and $217.13, respectively. These warexyp@e at various dates through October 2007. @hesrants were amended to purchase
shares of common stock at the exercise prices raitede in connection with the conversion of thaedeA and Series B Preferred Stock to
common stock in March 2002 and were still outstagais of December 31, 2002.

In 2002, in connection with obtaining bridge finargcin the form of Secured Convertible Promissontéé, the Company issued warrants to
purchase 2,154,992 shares of common stock at $@i02hare with a term of ten years. The warrante walued at $35,000 using the Black-
Scholes pricing model with the following assumpsiooontractual life of ten years; risk free intémesge of 4.26%; volatility of 70% and no
dividends during the expected term. The value efwlarrants was classified as a debt discount, afw$il2,000 was amortized to interest
expense in 2002.

In 2002, in connection with a guarantee of a liheredit provided by the Company's majority stodkless, the Company issued warrants to
purchase common stock at $0.02 per share withhadéapproximately 3 1/2 years. The number of shafeeommon stock that can be
purchased under the warrants is 2,067,958 plu®8&@ayarrants for every month that the guarantethedine of credit is outstanding. The
3,101,934 warrants issued during 2002 were valteg@roximately $38,000 using the Black-Scholesooppricing model with the following
assumptions: contractual life of 3 1/2 years; fige interest rate range of 4.26%; volatility oP#@nd no dividends during the expected term.
The entire value of the warrants was recordedtasdst expense in 2002.

At December 31, 2002, the Company had 5,257,958t outstanding to purchase common stock witeighted average exercise price of
$0.03 per share.

Common Stock Reserved

The Company has reserved shares of common stocssicance at December 31, 2002 as follows:

Conversion of Series A-1 Preferred Stock 22,200,000
Conversion of Series B-1 Preferred Stock 3,338,286
Exercise of stock options 6,060,947
Options available under the 2002 Plan for future gr ant 458,549
Exercise of warrants and conversion of underlying s tock 5,257,958
Total 37,315,740

9. RELATED PARTY TRANSACTIONS

As more fully described in Note 5, the Company e bridge loans from its majority stockholders. éf December 31, 2002, the balanc
these bridge notes due to majority stockholders$4a381,000. In addition, the Company's majoritgrsholders have guaranteed the
Company's line of credit with a bank. In connectigth this guarantee, the Company issued 3,101v@84ants to purchase common stock at
$0.02 per share to the guarantors during 2002.
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10. INCOME TAXES

The Company accounts for income taxes using arn asddiability approach. Deferred tax liabilitiase recognized for future taxable amo
and deferred tax assets are recognized for fukdecations and operating loss carryforwards, netwdluation allowance to reduce net
deferred tax assets to amounts more likely tharianbé realized. No income taxes were providedfor periods presented due to the
Company's net losses.

The Company's deferred income tax assets at Dece3tb2002 are comprised of the following (in thaods):

Net deferred tax assets:

Net operating loss carryforwards $ 18,203
Deferred income 89
Accruals deductible in different periods 91
Research and development credits 1,693
Depreciation and amortization 27
Total deferred tax assets 20,049
Valuation allowance (20,049)
Net deferred tax assets $

Due to the uncertainty surrounding the realizatibthe benefits of its favorable tax attributesuture tax returns, as of December 31, 2002,
the Company has fully reserved its net deferrechtsets.

At December 31, 2002, the Company has availablepexating loss ("NOL") carryforwards of approximlgt$46,000,000 and $35,000,000
to offset future federal and state taxable incoraspectively. The federal NOL carryforwards expirearious years through 2022, while the
state NOL carryforwards expire in various yearstigh 2010.

At December 31, 2002, the Company also has researtilevelopment credit carryforwards of approxetya$765,000 and $928,000
available to offset future federal and state incoaxes, respectively. The federal credit carryfadwexpires in various years through 2022,
while the state credit carryforward has no expirati

Current tax laws impose substantial restrictionshanutilization of net operating loss and creditrgforwards in the event of an "ownership
change," as defined by the Internal Revenue Cddleere should be an ownership change, the Compaiylity to utilize its carryforwards
could be limited. California has disallowed the o$@et operating losses in the 2002 and 2003 ¢axsy

11. SUBSEQUENT EVENTS

In January 2003, the Company entered into a merdararof understanding with a creditor providing gopént financing under capital
leases whereby the creditor agreed to forebeagatoih January and February rental payments uekifirary 28, 2003, at which time all past
due rental payments would be payable. The Comp&hgat make the required February 28, 2003 paymetite March through June 2003
monthly payments due under the master lease agnéefies represents an event of default under thsten lease agreement, which allows
the creditor to request an acceleration of the neimg payments due from the Company. As of Deceriie2002, the Company owed
$705,000 to this
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creditor under the master lease agreement, alhaftwis reflected in total liabilities of discontiad operations.

In January and February 2003, the Company rec&i%08,000 of additional bridge loans from its mdjostockholders under the same terms
as the previous 2002 Bridge Loans.

In March, April, May, and June 2003, the Companteessd into successive amendments to its revolviredf credit, which have ultimately
increased the principal amount to $6.453 milliodd#ionally, the maturity date for the line of ciedas extended to July 15, 2003. In
connection with these amendments, the guarantdtedine of credit continued to increase theirrgnéee of the Company's debt under the
line of credit to the amended principal amount.

On April 29, 2003, the Company entered into a memadum of understanding with one of its landlordsvjating the Company the option to
terminate two of its office facility lease agreentsetunder the terms of this agreement, the Companyd continue to pay rentals due under
the lease agreements through the projected leama#gion date on July 31, 2003, at which time @mnpany had the option to make a
termination payment of approximately $313,000 arédo the $50,000 security deposit on the leasetuly 2003, the Company terminated
these leases and $334,000 of prepaid rents relatitige issuance of Series B and Series A-1 pedestock, of which $167,000 is reflected in
total assets of discontinued operations, was wrifé

Subsequent to December 31, 2002, the Company dritecesettlement agreements with certain of itsdees which provided for the
settlement and release from payment of approximp&280,000 of trade accounts payable. The effddisese settlement agreements will be
recorded in the period that the settlement agreemas entered into.

On June 30, 2003, the Company signed a non-birtding sheet whereby substantially all of the Comjsmagsets would be acquired. The
completion of the merger transaction is continggrdn, among other things, the satisfactory perfoaaf due diligence and execution of a
definitive merger agreement.

On July 2, 2003, the Company received a copy afmptaint filed by a company alleging breach of cact and other claims related to
exclusivity provisions of a March 2003 cover leti@r a preliminary non-binding term sheet in conpdation of the plaintiff's proposed
acquisition of the Company. The complaint indicdles the plaintiff incurred damages of no lessitfia million and seeks to recover all
damages and require the Company's performance&dgffect to the March 2003 letter agreement. Thepaambelieves that the complaint is
without merit and has hired litigation counsel &fahd itself vigorously should the plaintiff conimto pursue its claims.
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UROAM, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED BALANCE SHEET
JUNE 30, 2003
(In thousands, except share amounts)

ASSETS
Current assets:

Cash $ 25

Accounts receivable 389

Prepaid expenses and other current assets 152
Total current assets 566
Property and equipment, net 4
Goodwill 1,322
Other intangible assets, net 893
Other assets 30
Total assets of discontinued operations, net 312
Total assets $ 3,127

TOTAL LIABILITIES, REDEEMABLE CONVERTIBLE PREFER

Current liabilities:

RED STOCK AND STOCKHOLDERS' DEFICIT

Short-term debt $ 10,736

Current portion of capital lease obligation 382

Accounts payable 354

Accrued liabilities 662

Deferred revenue 142
Total liabilities of discontinued operations 1,505
Total current liabilities 13,781
Commitments and contingencies
Redeemable convertible preferred stock 15,940
Stockholders' deficit:

Common stock, no par value; 41,958,300 shares

authorized; 988,678 shares issued and outstand ing 25,584

Stockholder receivables (37)

Accumulated deficit (52,141)
Total stockholders' deficit (26,594)

Total liabilities, redeemable convertible preferred

See accompanying notes to unaudited consolidateddial statements
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UROAM, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
JUNE 30, 2003
(In thousands)

SIX MONTHS ENDED

JUNE 30,
20 03 2002
Net revenues:
Product sales $ 792 % -
Maintenance services 77 -
869 -
Costs and expenses:
Cost of revenue 55 -
Selling and marketing 1,083 108
Research and development 1,433 54
General and administrative 1,375 180
Total costs and expenses 3,946 342
Operating loss (3,077) (342)
Interest and other (expense) income:

Interest expense (266) (143)
Other (expense) income (205) 10
Total interest and other (expense) income (471) (133)
Loss from continuing operations (3,548) (475)

Discontinued operations:
Gain (loss) from discontinued operations 1,106 (2,988)
Net loss $ (2,442) $ (3,463)

See accompanying notes to unaudited consolidateddial statements
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UROAM, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

SIX MONTHS ENDE D
JUNE 30,

OPERATING ACTIVITIES: 2003 2 002
Loss from continuing operations $ (3,548) $ (475)
Adjustments to reconcile loss from continuing ope rations to net

cash used in continuing operations:
Depreciation and amortization 139 -
Non-cash interest expense 32 --
Non employee stock based compensation expense -- 5
Changes in operating assets and liabilities:
Accounts receivable 88 -
Prepaid expenses and other current assets (12) -
Other assets 105 -
Accounts payable 237 --
Other accrued liabilities 337 -
Deferred revenue (189) -
Net cash used in continuing operations (2,811) (470)
Gain (loss) from discontinued operations 1,106 (2,988)
Change in assets and liabilities of discontinued operations (1,969) (1,511)
Net cash used in operating activities (3,674) (4,969)
FINANCING ACTIVITIES
Proceeds from short-term debt 3,378 -
Proceeds from exercise of common stock options 3 -
Payments received on shareholder receivable 39 7
Proceeds from issuance of Series A-1 convertible preferred stock -- 5,596
Payment of debt issuance costs - (186)
Net cash provided by financing activities 3,420 5,417
NET (DECREASE) INCREASE IN CASH (254) 448
CASH, beginning of period 279 74
CASH, end of period $ 25 % 522
NONCASH FINANCING ACTIVITIES:
Conversion of Series A and Series B preferred st ock into common stock $ -- 25,127
Conversion of 2002 bridge notes into Series A-1 preferred stock -- 9,080
Issuance of Series A-1 preferred stock for renta | renegotiation,
executive separation agreement and executive se arch services - 358
Conversion of accrued employee compensation into Series A-1 preferred stock - 62
Accrued interest on stockholder notes receivable 1 1
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the period for interest $ - $ -
Cash paid during the period for income taxes $ 800 $ 800

See accompanying notes to unaudited consolidateddial statements
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UROAM, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited and in thousands)

1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACOUNTING POLICIES
Organization

uRoam, Inc. (collectively with its subsidiariesetftCompany" or "uRoam") was incorporated in Catfifarin 1998. From December 2000
through December 2002, the Company, originally ddiosiness as Filanet Corporation ("Filanet"), ratell a low-cost, broadband sotitite
appliance with integrated router and server fumetiity to small/remote offices. This product, knoasmthe InterJak Internet Service
Appliance ("InterJak Product"), enabled broadbasrtise providers to offer a myriad of remotely mgead value-added services to
telecommuters and small to medium-size busineseesd single extensible platform. On October 1,2@0e Company, acquired all of the
outstanding stock of uRoam, Inc. ("Predecessor oRpaalso incorporated in California. Subsequerthscompletion of the acquisition, the
Company changed its name to uRoam, Inc. With thimigition, the Company refocused its investmenrtrasources on applications and
software. Since October 1, 2002, the Company'ssfbes been to develop, market and sell a comp&igan for secure user access to
applications and desktops, and collaborative tfwlseal time information sharing.

As further described in Note 2, in December 20B8,Gompany decided to discontinue the operatiomsefidy conducted by Filanet. As such,
in accordance with accounting principles generatlgepted in the United States of America, net asg@t the results of the discontinued
operations have been reflected as Discontinueda@ipas in the consolidated financial statementghWie discontinuance of the operations
formerly conducted by Filanet, the Company's caritig operations are comprised of the businessiietivacquired from Predecessor uR«
and the corporate activities of the merged comaiibese continuing operations are treated aggéediusiness segment, and the Company's
continuing operations have historically been comeldiprimarily in the United States of America, wéitme quality assurance and test
activities being performed in Russia.

On July 23, 2003, the Company sold substantiallgfats assets and selected liabilities to F5 Ne#s, Inc. ("F5") for $25 million in cash.
Liquidity and basis of presentation

In the opinion of management, the unaudited codat#d financial statements reflect all adjustmestdasisting only of normal recurring
adjustments, necessary for their fair presentati@monformity with accounting principles generadlgcepted in the United States of America.
The unaudited consolidated balance sheet as of3Iyr2003 and the related unaudited consolidatedraents of operations and cash flows
for the six months ended June 30, 2003 and 2002 be&n derived from the Company's unaudited catetelil financial statements, but do
not include all disclosures required by accoungingciples generally accepted in the United Stafesmerica for complete financial
statements. These unaudited consolidated finasizitdments should be read in conjunction with tbe@any's consolidated financial
statements and notes for the year ended Decemp20G2.

The accompanying consolidated interim financiatesteents have been prepared on a basis that cortisitthe realization of assets and the
satisfaction of liabilities and commitments in th@mal course of business. The Company has inclossés since its inception, has an
accumulated deficit of approximately $50 millionRecember 31, 2002 and a deficit in working capaald continued to incur losses through
June 30, 2003. The Company has been dependerstionéstors to provide financing and a guaranteelzdnk line of credit to fund operati
activities. At December 31, 2002, the principaloale of this line of credit was $3 million, andréagere no remaining funds available to the
Company under this facility. At June 30, 2003, &lde financing under the facility and related gudees had
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UROAM, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited and in thousands)

been increased to $6.453 million, and the matuldtiye had been extended to July 15, 2003. Througt23u2003, the facility and related
guarantees were further increased to $6.75 millitowever, with the sale of substantially all of thempany's assets to F5 for $25 million in
cash on July 23, 2003, all principal and accru¢eré@st borrowed under this facility was repaidut. fThe Company now believes that it has
adequate resources to fund its operations and fiepapligations.

Principles of Consolidation

The consolidated financial statements include tbm@any and its wholly-owned subsidiaries. All sfgr@int intercompany accounts and
transactions have been eliminated in consolidaiemore fully discussed in Note 2, in DecemberZ@fe Company discontinued all
operations attributable to its business activitedated to the InterJak Product line, including ¢iperations of the Company's subsidiary
located in Denmark, Filanet Europe ApS ("Filanetdpe"). Accordingly, these operations have beelectfd as discontinued in the
consolidated balance sheet and statements of apeyat

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfeetttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemeamsl the reported amounts of revenues and expduoseg the reporting period. Such estimates
include, but are not limited to, inventory valuatiaeferred revenue, the allowance for uncolleetdmcounts receivable, the valuation of the
acquisition of Predecessor uRoam, the valuati@walhce for deferred tax assets and accrued liabilictual results could differ from those
estimates.

2. DISCONTINUED OPERATIONS

In December 2002, the Company's board of directahns, also comprised a controlling shareholder eggrunanimously authorized and
directed management to discontinue the operatmmsdrly conducted by Filanet prior to the Compaagguisition of Predecessor uRoam on
October 1, 2002. The decision to discontinue tlogszations was based on the low margins being eethim that business, and a decision to
concentrate management's efforts and all of thep@aoryls resources on the operations newly acquioed Predecessor uRoam. As a resu
the decision to discontinue the operations formeolyducted by Filanet, management provided terioinatotices to substantially all
employees associated with the InterJak Produciatiperon or around December 31, 2002, which rediifteéx severance accrual totaling
$516,000. Management also began taking steps ibthimremaining liabilities associated with thissiness. In addition, at December 31,
2002, the Company recorded impairment charges @782000 and $434,000 to reduce the carrying vallueventories and property and
equipment, respectively, of the discontinued bssirte their estimated net realizable values.

During the six months ended June 30, 2003, the @osnpecorded a $1,106,000 gain from discontinuedamns. This was primarily
attributable to the recognition of $1.2 millionrefvenues relating to the discontinued InterJak iredine at Filanet Europe and the settler
and release from payment of $300,000 of trade atsqayable which were recorded during the six tmended June 30, 2003, the period
that the settlement occurred. Additionally, du¢hte termination of substantially all employees agded with the InterJak Product operation
and the related 2002 severance accruals, the anpgajpenses of the discontinued operations in 2@fgficantly decreased from that
previously incurred. Revenues of the discontinugeration were $2.9 million during the six monthsleth June 30, 2002. There were no
income tax expenses or benefits recognized in 20@B02.



UROAM, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited and in thousands)

In accordance with Statement of Financial Accountandards ("SFAS") No. 144, "Accounting for thgphirment or Disposal of Long-
Lived Assets," assets and liabilities of the digoared business have been segregated from congirmyerations in the consolidated balance

sheet, and the related operating results have degregated and reported as discontinued operatidghs accompanying consolidated
statements of operations and cash flows, and tefaites.

Balance sheet details of Discontinued Operatioref dane 30, 2003 consisted of the following (ioukands):

Assets of discontinued operations:

Accounts receivable $ 2

Inventory 15
Prepaid expenses and other current assets 19
Property and equipment, net 16
Other assets 260
Total assets of discontinued operations $ 312

Liabilities of discontinued operations:

Capital lease obligations $ 204
Accounts payable 1,263
Accrued liabilities 35
Deferred revenue 3
Total liabilities of discontinued operations  $ 1,505

3. SHORT-TERM DEBT

Short-term debt as of June 30, 2003 consistedeofalfowing (in thousands):

Line of credit $ 5,854
Short-term bridge notes payable 4,887
Discount relating to bridge loan facility (5)

Total $ 10,736

In August, September, and December 2002, the Coynglatained bridge loan financing from its majorstyareholders for an aggregate
principal amount of $4,381,000 under Secured Subateld Convertible Notes ("2002 Bridge Loans") &siied to the lenders warrants to
purchase 2,154,992 shares of common stock withxartiee price per share of $0.02. In January abhduaey 2003, the Company obtainec
additional $506,000 in bridge loan financing frasimajority shareholders under the same termsea®d82 Bridge Loans, except that no
additional warrants were issued. The 2002 Bridgenisdoear interest at the rate of 4.5% per annunaandue on the earlier of one year from
issuance or conversion of the notes to demand mdteseby the notes will become immediately due ganghble upon consent by the
noteholders representing at least 75% of the agtgqgincipal amount of the notes ("Majority indrest"). The 2002 Bridge Loans are
subordinated to the Company's obligations undeitaldpases, secured by substantially all of thenGany's assets (except those assets
acquired under capital leases) and convertiblepnederred stock at the per share price sold irCbeapany's next round of preferred stock
financing of at least $2.5 million (excluding angtes outstanding which are convertible into preféstock) upon consent by the Majority in
Interest. In the event that the Company undergdiggigation, dissolution, winding up or Liquidatiol'ransaction (as defined in the
Company's fifth amended and restated articlescamrjporation), the Company is obligated to repay 2.5
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times the outstanding principal and interest direv€stor Premium™) under the 2002 Bridge Loansridcany payments to the Company's
unsecured creditors and common or preferred stdd&h® The Company has allocated the proceeds batthe respective estimated fair
values of the 2002 Bridge Loans and related wasraggulting in a $35,000 discount to the 2002 Brilgans to be amortized to interest
expense over a one-year period ending in Auguss 28ihg the effective interest method. During tixensonths ended June 30, 2003, the
Company recorded $18,000 in interest expense negditbm the amortization of this discount. All pcipal and accrued interest outstanding
on the Company's shawrm bridge notes payable was repaid in full ugangale of substantially all of the Company's aseE5 on July 2:
2003, which qualified as a Liquidation Transactibnaddition, on July 23, 2003, the bridge notesenmmended such that; 1) the conversion
feature to capital stock of the Company was elitgida?) the 2,154,992 warrants issued to the lenofethe 2002 Bridge Loans were
cancelled and 3) the Investor Premium would onlylyafo $3.5 million of the principal balance, atnat this Investor Premium would be
payable only upon the approval of the Company'scogdirectors and after all debts and liabilittfehe Company had been provided for in
a cash reserve account.

In October 2002, the Company entered into a remglline of credit ("Line of Credit") with a bank fwovide financing for current operations
of the Company. At June 30, 2003, the Line of Grpdivides for maximum borrowings of $6.453 milljaf which $5.854 million was
outstanding, at the prime interest rate (4.25%aé B0, 2003) and was originally scheduled to neadur July 15, 2003. Through July 23,
2003, availability under the facility and relatesagantees were further increased to $6.75 millipon the sale of substantially all of the
Company's assets to F5 on July 23, 2003, all grad@ind accrued interest borrowed under this fgeitas repaid in full.

In connection with a guarantee of the Line of Credovided by the Company's majority stockholdére, Company issued 2,067,958 warr.

to purchase common stock at $0.02 per share. lti@idhe Company issued 516,988 warrants atdngesexercise price to the guarantors in
both November and December 2002. The $38,000 wdltieese warrants was recorded as interest expmsey 2002. The Company was
obligated to continue to issue 516,988 warrantswpanth under the same terms to the guarantorsngsal®the Line of Credit was outstanding
through June 2003 and issued an aggregate of 92®during the six months ended June 30, 2003 wetieants issued during 2003 were
valued at $32,000 using the Black-Scholes optigcing model with the following weighted averagewsgtions: contractual life of 3 1/2
years; risk free interest rate of 4%, volatility@if% and no dividends during the expected ternduly 2003, the 6,203,862 warrants iss
during 2002 and 2003 in connection with the guaamt the Line of Credit were cancelled immediafeipr to the acquisition of the
Company's assets by F5.

4. COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company leases its office facilities underaasinoncancelable-operating leases. These leagies akvarious dates through February
2007 and generally require monthly payment of tteegia share of common area operating expensas.eRuinimum lease payments under
all noncancelable
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operating leases, as of June 30, 2003, are asvilio thousands):

Amount
July 1 through December 31, 2003 $ 148
2004 308
2005 323
2006 339
2007 57
Total minimum lease payments $ 1,175

Rent expense was approximately $249,000 and $281¢0@he six months ended June 30, 2002 and 2@8pectively.

In August 2001, the Company entered into an amenttoeone of its office facility lease agreementseweby future monthly cash payments
due under the original lease were reduced by appedzly $433,000 in aggregate. As consideratiothisfamendment, the Company issued
approximately $433,000 worth of fully vested shareSeries B Preferred Stock. This amount was dEmbas an asset to be amortized to rent
expense over the remaining lease term. The Comalanyentered into another facility lease agreem#htthe same landlord commencing in
August 2001, which required monthly payments ofrappnately $13,000 through November 2005. In Ma2602, the Company amended
agreements with the above landlord, which reducedthty payments for both facilities to approximgt8lL3,000 each, but extended the le
term for both facilities to February 2007. In coatien with these amendments, the Company issue®80&hares of Series A-1 Preferred
Stock with a value of $96,000. This amount, alonid whe $305,000 unamortized balance of the pregaitirelating to the Series B Preferred
Stock issued in August 2001 existing as of thedaasedification date in March 2002, is being ameidizo rent expense on a straight line t
over the amended lease term.

On April 29, 2003, the Company entered into a memdum of understanding with the above landlord igiog the Company the option to
terminate two of its office facility lease agreenseftunder the terms of this agreement, the Companyd continue to pay rentals due under
the lease agreements through the projected leas@égion date on July 31, 2003, at which time @empany had the option to make a
termination payment of approximately $313,000 arédo the $50,000 security deposit on the leasehuly 2003, the Company terminated
these leases, and $270,000 of prepaid rents exasimf June 30, 2003 relating to the issuancené$B and Series A-1 preferred stock, of
which $135,000 is reflected in total assets of alisimued operations and $135,000 is reflected épaid expenses and other current assets,
was written off subsequent to June 30, 2003.

In connection with the Company's decision to disicare the operations formerly conducted by FilaireDecember 2002 the Company gave
notice of termination to the landlord of one ofaféice facility leases located in Denmark. Accaogly, the Company accrued $38,000 for a
lease termination liability relating to the fairlvea of this leasehold and wrote off a $46,000 leteg@osit as of December 31, 2002. The
Company vacated the facility in Denmark on June2803.

Legal matters

The Company is involved in various other legal pextings incidental to its normal business actisitiehe amount of ultimate liability with
respect to these actions cannot be reasonablyastimHowever, in the opinion of management, aatyility resulting from an unfavorable
outcome will not materially affect the financialgition of the Company. See Note 7 for details cbmplaint filed against the Company in
July 2003.
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Guarantees

In November 2002, the Financial Accounting Standd@dard ("FASB") issued Financial Interpretationniher ("FIN") 45 "Guarantor's
Accounting and Disclosure Requirements for Guaestmcluding Indirect Guarantees of Indebtedné&tloers --an interpretation of FAS
Statements No. 5, 57 and 107 and rescission of3BINThe Company has applied the disclosure prongsdf FIN 45 as of December 31,
2002. The following is a summary of the Compangi®aments that have been determined are withiadtyee of FIN 45.

Under its bylaws, the Company has agreed to indigrisiofficers and directors for certain eventsocurrences arising as a result of the
officer or director's serving in such capacity. Taam of the indemnification period is for the off's or director's lifetime. The Company has
a separate indemnification agreement with onesafiiectors that requires it, subject to certaicegtions, to indemnify him to the fullest
extent authorized or permitted by its bylaws arel@alifornia Corporation Code. The maximum potédrmaount of future payments the
Company could be required to make under these indieation agreements is unlimited. The Companyewels the estimated fair value of
these indemnification agreements is minimal andnigel&abilities recorded for these agreements akioé 30, 2003.

As a result of the acquisition of Predecessor uRdhenCompany assumed a potential liability forrager occurrences that took place prior
to the date of acquisition. The maximum potentrabant of future payments the Company could be reduio make for such obligations is
undeterminable at this time. Therefore, the Comgeas/no amounts recorded for these possible ligsilas of June 30, 2003.

The Company enters into indemnification provisiansler (i) its agreements with other companiessimitlinary course of business, typically
with business partners, contractors, and custorf@lords and (i) its agreements with investthsder these provisions the Company
generally indemnifies and holds harmless the indfiedhparty for losses suffered or incurred by tldemnified party as a result of the
Company's activities or, in some cases, as a rebtiie indemnified party's activities under theesgnent. These indemnification provisions
often include indemnifications relating to reprasgions made by the Company with regard to intéligicproperty rights. These
indemnification provisions generally survive teratiion of the underlying agreement. The maximum qiéaeamount of future payments the
Company could be required to make under these indieation provisions is unlimited. The Company Ime incurred material costs to
defend lawsuits or settle claims related to thademnification agreements. As a result, the Cometigves the estimated fair value of th
agreements is minimal. Accordingly, the Companyra$iabilities recorded for these agreements akiné 30, 2003.

Settlement of Trade Payables

During the six months ended June 30, 2003, the @ompntered into settlement agreements with ceofaits vendors which provided for t
settlement and release from payment of approxiyp&@00,000 of trade accounts payable. The effddisese settlement agreements have
been recorded during the six months ended Jun20B3 as a credit to the gain from discontinued atjp@ns.

5. COMMON STOCK AND STOCK-BASED COMPENSATION

The Company accounts for stock-based awards toogmeeé using the intrinsic value method in accordamith Accounting Principles Board
Opinion No. 25, "Accounting for Stock Issued to
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Employees" (APB 25). During 2003 and 2002, no simgftons were granted at an exercise price beleve#timated fair market value of the
common stock.

The Company accounts for stock-based awards tonmglogees in accordance with the provisions of SRES123, "Accounting for Stock-
Based Compensation," and EITF Issue No. 96-18, 8Anting for Equity Instruments that Are Issued th& Than Employees for Acquiring
or in Conjunction with Selling Goods or Servicasiter the fair value method. SFAS No. 123 alsoirequhe disclosure of pro forma net
loss as if the Company had adopted the fair valethad for stock-based awards to employees. Unda63¥o. 123, the fair value of the
stock-based awards to employees is calculateddhrthe use of option pricing models, even thougthsnodels were developed to estimate
the fair value of freely tradable, fully transfel@lbptions without vesting restrictions, which sfgrantly differ from the Company's stock
option awards. These models also require subjeasgamptions, including expected time to exereibich greatly affect the calculated
values. The Company's calculations were made taginimum value pricing model with the followiagsumptions:

expected life, one year from vest date; risk fraerest rate of 4% in 2003 and 2002, and no diddeturing the expected term. The follow
table represents the effect on net loss if the Gomad applied the fair value based method ar@hrétion provisions of SFAS No. 123
during the six months ended June 30, 2003 and @fA@Rousands):

2003 2002
Net loss, as reported $  (2,442) $ (3,463)
Add: Stock-based employee compensation expense incl uded in reported loss -- --
Deduct: Total stock-based employee compensation exp ense determined under fair value
based method for all awards 5) 4)
Pro forma net loss $  (2,447) $ (3,467)

During the six months ended June 30, 2003 optiomtchase 119,752 shares of the Company's comtock\sere exercised resulting in
proceeds of $3,000.

During the six months ended June 30, 2003, the @ospeceived repayments of notes receivable frockbkblders aggregating $39,000.
7. SUBSEQUENT EVENTS

On July 23, 2003, the Company entered into an gsehase agreement with F5 whereby substantitlof the Company's assets were
acquired and certain ongoing liabilities were assdifior the aggregate cash consideration of $25amilln addition, F5 paid $650,000 in
closing costs incurred by the Company as a restfteocompletion of the transaction. Under the weohthe asset purchase agreement, 10%
of the aggregate consideration, or $2.5 millionsdaposited in an escrow account to be held foreayear period to satisfy certain potential
indemnification provisions of the asset purchaseeagent.

As more fully described in Note 3, all principaldaaccrued interest outstanding on the Companyis-ron debt was repaid in full utilizing
the proceeds from the sale of substantially athefCompany's assets on July 23, 2003. Additionaidlgonnection with an amendment to the
bridge note agreements immediately prior to the eithe Company's assets, the Company is obligatpdy an additional Investor Premium
of $5,250,000 to certain bridge note holders, stthijethe approval of the Company's board of dinecaind after all debts and liabilities of-
Company had been provided for in a cash resenauatc
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As more fully described in Note 4, the Company feated two of its office facility lease agreememtduly 2003 by paying a $313,000
termination payment and foregoing the $50,000 sgrdeposit.

In July 2003, the Company received a copy of a damipfiled by a company alleging breach of contratd other claims related to
exclusivity provisions of a March 2003 cover leti@r a preliminary non-binding term sheet in conpdation of the plaintiff's proposed
acquisition of the Company. The complaint indicdles the plaintiff incurred damages of no lesitfia million and seeks to recover all
damages and require the Company's performance&dgffect to the March 2003 letter agreement. Thepaombelieves that the complaint is
without merit and has hired litigation counsel &fehd itself vigorously.

In January 2003, the Company entered into a merdararof understanding with a creditor providing gopént financing under capital
leases whereby the creditor agreed to forebeagatoly January and February rental payments uakitdrary 28, 2003, at which time all past
due rental payments would be payable. The Comp&hgat make the required February 28, 2003 paymetite March, April, May, June or
July 2003 monthly payments due under the mastselagreement. This represented an event of defiaddr the master lease agreement,
which allowed the creditor to request an accelenatif the remaining payments due from the Compasyof June 30, 2003, the Company
owed $735,000 to this creditor under the mastesdegreement, all of which is reflected in totabiiities of discontinued operations. On July
23, 2003, the Company paid $727,000 in full satiséa of all of the Company's obligations to thieditor.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Stockholders and Board of Directors uRoam, (the acquiror of uRoam Acquisition Corporatitmrmerly known as uRoam, Inc.)
Sunnyvale, California

We have audited the accompanying balance she®adm Acquisition Corporation, formerly known as @Ry Inc., as of September 30,
2002 and the related statements of operationsktsddaers' deficit, redeemable convertible prefessttk, and cash flows for the nine-month
period then ended. These financial statementshareesponsibility of the Company's management.réaponsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Stdtdmerica. Those standards require that
we plan and perform the audit to obtain reasonasseirance about whether the financial statemeatses of material misstatement. An au
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of uRoam Acquisition
Corporation at September 30, 2002 and the reskits operations and its cash flows for the nineathgeriod then ended in conformity with
accounting principles generally accepted in thetdthStates of America.

As more fully described in Note 1, the Company aeguired on October 1, 2002.
s\BDO Seidman, LLP

San Francisco, California
June 12, 2003



UROAM ACQUISITION CORPORATION
BALANCE SHEET
SEPTEMBER 30, 2002
(In thousands, except share amounts)

ASSETS
Current assets:
Cash $ 42
Accounts receivable 228
Prepaid expenses and other current assets 32
Total current assets 302
Property and equipment, net 5
Total assets $ 307

TOTAL LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED
STOCK AND STOCKHOLDERS' DEFICIT
Current liabilities:

Notes payable to stockholders $ 305
Notes payable to employees 449
Accounts payable 284
Accrued liabilities 195
Advances from Filanet 400
Deferred revenue 281
Total current liabilities 1,914

Commitments and contingencies
Redeemable convertible preferred stock -

Stockholders' deficit:

Common stock, no par value; 10,000,000 shares aut horized;

5,183,520, shares issued and outstanding 3,129

Accumulated deficit (4,736)
Total stockholders' deficit (1,607)

Total liabilities, redeemable convertible preferred
stock and stockholders' deficit $ 307

See accompanying notes to financial statements



UROAM ACQUISITION CORPORATION
STATEMENT OF OPERATIONS
NINE MONTHS ENDED SEPTEMBER 30, 2002
(In thousands)

Net revenues:

License $ 290
Services 11
Total net revenues 301

Costs and expenses:

Cost of revenue 27
Research and development 799
Selling, general and administrative 440
Stock-based employee compensation * 9
Total costs and expenses 1,275
Operating loss (974)

Interest and other expense:

Interest expense (59)

Other expense (20)
Total interest and other expense (79)
Net Loss (1,053)

Accretion of redeemable preferred stock 186
Net loss applicable to common shareholders $ (1,239)
* Stock-based employee compensation is allocated as follows:

Research and development $ 5

Selling, general and administrative 4

$ 9

See accompanying notes to financial statements



UROAM ACQUISITION CORPORATION
STATEMENTS OF STOCKHOLDERS' DEFICIT
NINE MONTHS ENDED SEPTEMBER 30, 2002
(In thousands, except share data)

Common Stock Deferred
——————————————————————————— Stock Acc umulated

Shares Amount Compensation D eficit Total
BALANCE AT JANUARY 1, 2002 3,261,250 $ (20) $ (40) s (3,683) $ (3,743)
Exercise of stock options 75,763 9 - - 9
Charge to common shareholders for accretion of
preferred stock - (186) -- - (186)
Issuance of warrants to purchase common stock in
connection with bridge loan financing - 2 - - 2
Conversion of preferred stock to common stock 1,846,507 3,355 - - 3,355
Deferred stock compensation -- (31) 31 -- --
Amortization of deferred stock compensation -- -- 9 -- 9
Net loss -- -- -- (1,053) (1,053)
BALANCE AT SEPTEMBER 30, 2002 5,183,520 $ 3,129 $ - $ (4,736) $ (1,607)

See accompanying notes to financial statements



UROAM ACQUISITION CORPORATION
STATEMENT OF REDEEMABLE CONVERTIBLE PREFERRED STOCK
NINE MONTHS ENDED SEPTEMBER 30, 2002
(In thousands, except share data)

REDEEMABLE CONVERTIBLE PREFERRED STO CK
SERIES A SERIES B ___________ TOTAL
SHARES AMOUNT SHARES AMOUNT ____________
BALANCES AT JANUARY 1, 2002 733,750 $ 367 956,0—47 s 2435 $ 2,802
Conversion of note to Series B - - 156,710 367 367
Accretion of Series B - - - 186 186
Conversion of preferred stock to
common stock (733,750) (367) (1,112,757) (2,988) (3,355)
BALANCES AT SEPTEMBER 30, 2002 - $ -- - $ E - _—“ s -

See accompanying notes to financial statements



UROAM ACQUISITION CORPORATION
STATEMENT OF CASH FLOWS
NINE MONTHS ENDED SEPTEMBER 30, 2002
(In thousands)

OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash use
Depreciation and amortization
Impairment loss on fixed assets
Non-cash interest expense
Stock compensation expense
Non-cash employee compensation
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Other assets
Accounts payable
Other accrued liabilities
Deferred revenue

Net cash used in operating activities

FINANCING ACTIVITIES:

Proceeds from notes payable - stockholders
Advance payment received from acquirer prior to a
Proceeds from exercise of common stock options

Net cash provided by financing activities

NET DECREASE IN CASH
CASH, beginning of period

CASH, end of period
NONCASH FINANCING ACTIVITIES:
Conversion of Series A and Series B preferred s
Conversion of employee notes payable to Series

Accretion on Series B preferred stock

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest

Cash paid during the year for income taxes

See accompanying notes to financial statements

$ (1,053)
d in operating activities:
15
10

cquisition 400

tock into common stock $ 3,355
B preferred stock 367
186




UROAM ACQUISITION CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2002

1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACOUNTING POLICIES
Organization

Uroam Acquisition Corporation was incorporated @difornia in 1998. From inception through Septem®@r 2002, the Company, originally
doing business as uRoam, Inc. ("uRoam" or "Predecaedgkoam"), marketed a server based solutiorptioaided secure, web-based remote
access from multiple devices to numerous applinatid his product, known as the FirePass ServergPriss"), provides a web-based
alternative. FirePass enables companies to extsmdesremote access to anyone connected to thheénteith no special software or
configuration on the remote device, and with noitamits or modifications to the back-end resourceisdp accessed. This approach eliminates
the support burden of traditional remote accesk agsdPSec, VPN and RAS, and adds application ifumatity going considerably beyond
mere connectivity. The Company's operations aaddrkas a single business segment and have hidipbeen conducted primarily in the
United States of America, with some quality assceaand test activities being performed in Russia.

On October 1, 2002, all of the outstanding stocthefCompany was acquired by a Company now knowrRasam, Inc., formerly known as
Filanet Corporation ("Filanet"). Prior to the acgjtion, the Company conducted business under time md uRoam, Inc. Subsequent to the
acquisition, the Company changed its name to uRAeqguisition Corp. For acquisition accounting purg®suRoam, Inc., formerly known as
Filanet, was determined to be the acquiring company

The value of the purchase price totaled $1.575anithnd the transaction was accounted for as enpaec The Company exchanged all of its
equity for 3.3 million shares of the acquiror'si8geB-1 Preferred Stock with an estimated fair gadfi$1 million. The total purchase price
also includes $400,000 in paequisition liabilities of the Company paid by Fiéd and $175,000 in costs directly related to dwuisition. All
pre-existing Predecessor uRoam stock options anchata were converted to Predecessor uRoam's corstack or were cancelled
immediately prior to the acquisition.

Basis of presentation

The accompanying financial statements have begraprd on a going concern basis that contemplageietilization of assets and the
satisfaction of liabilities and commitments in thermal course of business.

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemeantsl the reported amounts of revenues and expduosaeg the reporting period. Such estimates
include, but are not limited to, inventory, deferrevenue, recoverability of accounts receivabédyation of warrants and stock options
provided for outside services, and estimates afugctliabilities. Actual results could differ frothose estimates.

Concentration of Credit Risk and Significant Custoners

Financial instruments that potentially subject @@mpany to concentrations of credit risk consighgrily of accounts receivable. The
Company sells its products to a limited numberarhpanies in
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diverse industries and generally does not reqtsreustomers to provide collateral to support ant®teceivable. During the nine months
ended September 30, 2002, revenues recognizediduameustomers represented approximately 13%, 3%, and 10% of total revenues.
As of September 30, 2002, 50%, 19% and 16% of atsaeceivable was due from three customers. Taceedredit risk, management
performs ongoing credit evaluations of its custashinancial condition and includes any accounteieable balances that are determined to
be uncollectible, along with a general reserveneassary, in the overall allowance for doubtfaloamts based on historical losses and
existing economic conditions. After all attemptctdlect a receivable have failed, the receivableritten off against the allowance. Basec
the information available, management believesliowance for doubtful accounts is required as gft€mber 30, 2002.

Fair Value of Financial Instruments

The Company's financial instruments include casbgants receivable and short-term debt. Cash wrtegh at fair value. The recorded
carrying amount of accounts receivable and shon-tebt approximates their fair value due to tehrt-term maturities.

Property and Equipment

Property and equipment, including leasehold impnosets, are recorded at cost and are depreciateg tng straight-line method over the
shorter of the lease term or estimated useful bfébe underlying assets. Estimated useful lieege from two to five years.

Revenue Recognition

The Company derives revenue primarily from saleigsdfirePass server product and from related reaarice services. The Company
recognizes revenue from product sales in accordaitbeStatement of Position ("SOP") 97-2, "Softw&evenue Recognition" since the
software component is not considered incidentébtproducts as a whole. In accordance with SOR &me Securities and Exchange
Commission Staff Accounting Bulletin ("SAB") 10he Company recognizes revenue upon meeting afleofdilowing criteria: execution of
a written customer agreement and purchase ordeedigy the Company and the customer; product dglives occurred; the fee for the
product is fixed or determinable; collection isgeaably assured and vendor specific objective eciel¢"VSOE") of fair value exists to
allocate the total fee to elements of the arranggme

The Company has historically sold to end custom&itsen agreements with distributors provide for ktantation or price protection rights,
the Company defers recognition of revenue untiltebugh to the end customer has occurred.

The Company defers a portion of its product revernased on the value of certain maintenance amaens included with each product sale
and recognizes these revenues over the applicabteéanance period. The Company also derives agpoofi its revenues from sales of
separate extended maintenance arrangements. Revemuextended maintenance arrangements is reaagjonzer the period of coverage
purchased by the customer.

Inventory

Inventory is stated at the lower of standard osbkich approximates actual (first-in, first-out medh) or net realizable value. The valuation of
inventories at the lower of standard cost or mavkéiie requires the use of estimates regardingi@unt of inventory that will be sold and
the prices at which current
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inventory will be sold. These estimates are depethde the Company's assessment of current and &xperers from its customers. The
Company has historically not carried significanaqtities of FirePass inventory in excess of amopattaining to current orders from
customers.

Valuation of Long-Lived Assets

The Company reviews property, plant and equipmaninipairment whenever events or circumstancesatdithe carrying amount of the
assets may not be recoverable. The Company's réviBased on the estimated future cash flows thetagre expected to generate using the
best estimate of a variety of factors, includintufe market growth, forecasted revenues and casts atrategic review of its business and
operations. In the event the Company determindsathasset is impaired in the future, an adjustrteetite value of the asset would be
charged to earnings in the period such determinagionade.

Software Development Costs

Costs for the development of new software prodastssubstantial enhancements to existing softwa@upts are expensed as incurred until
technological feasibility has been establisheaylath time any additional costs would be capitalire accordance with SFAS No. 86,
"Computer Software To Be Sold, Leased or OthernMaeketed.” The costs to develop such software mavdeen capitalized, as the
Company believes its current software developmentgss is essentially completed concurrent withegitablishment of technological
feasibility.

Research and Development
Research and development costs are expensed aeihcu
Stock-Based Compensation

The Company accounts for stock-based awards tooyegs using the intrinsic value method in accordawith Accounting Principles Board
Opinion No. 25, "Accounting for Stock Issued to Hayees" ("APB 25").

The Company accounts for stock-based awards temgleyees in accordance with the provisions ofestant of Financial Accounting
Standard ("SFAS") No. 123, "Accounting for StocksBd Compensation,” and Emerging Issues Task FGtER") Issue No. 96-18,
"Accounting for Equity Instruments that Are IssuedOther Than Employees for Acquiring or in Conjtioic with Selling Goods or

Services," under the fair value method. SFAS N@. 4180 requires the disclosure of pro forma net &ssif the Company had adopted the fair
value method for stock-based awards to employeedetSSFAS No. 123, the fair value of the stock-Has&ards to employees is calculated
through the use of option pricing models, even gosuch models were developed to estimate thedhie of freely tradable, fully
transferable options without vesting restrictionhjch significantly differ from the Company's stoogtion awards. These models also require
subjective assumptions, including expected timextrcise, which greatly affect the calculated vali#ge Company's calculations were m
using the minimum value pricing model with the éoling assumptions:

expected life of one year from vest date; risk fréerest rate of 4% and no dividends during theeeted term.
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The following table represents the effect on neslib the Company had applied the fair value basethod and recognition provisions of
SFAS No. 123 (in thousands):

Nine Months
Ended
September 30,
2002
Net loss, as reported $ (1,053)
Add: Stock-based employee compensation expense
included in reported net loss 9
Deduct: Total stock-based employee compensation
expense determined under fair value
based method for all awards 17)
Pro forma net loss $ (1,061)

2. PROPERTY AND EQUIPMENT

Property and equipment as of September 30, 200&isted of the following (in thousands):

Computer and networking equipment $ 84
Less accumulated depreciation 79
Property and equipment, net $ 5

In 2002, the Company reassessed the remainingdiviés fixed assets and as a result recorded iadditdepreciation of approximately
$20,000 in the nine-month period ended Septembe2@IR.

3. ACCRUED LIABILITIES

Accrued liabilities as of September 30, 2002 cdedisf the following (in thousands):

Professional fees $ 19
Accrued interest 13
Compensation and related benefits 112
Other accrued liabilities 51

Total $ 195

4. SHORT-TERM DEBT
Short-term debt as of September 30, 2002 considgtéee following (in thousands):

Notes payable to stockholders $ 305
Notes payable to employees 449

Total $ 754

During 2000, 2001 and 2002, certain employees exdetct receive salary in the form of notes payabéxeral employees entered into multiple
deferral elections during this period. The agreemprovided for interest to be earned ranging f&8mto 10% per annum and contained
varying repayment terms. On July 30, 2002, the Gomgconverted certain outstanding employee loaasing $367,000 into

11
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156,710 shares of Series B Preferred Stock usaumeersion price of $2.34 per share. Subsequethttacquisition referenced in Note 1
above, all remaining employee notes payable weraide

During the nine months ended September 30, 208X;tmpany obtained bridge note financing from sawvafrits stockholders for an
aggregate principal amount of $305,000. The britlfes bore interest at the rate of 10% per annathpbacame due and payable as of the
effective date of the acquisition referenced inédNbtabove. Subsequent to the acquisition, the &mddges were repaid in full by the acquirer.

5. COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company leases its Fremont office facilitiedama non-cancelable-operating lease. This legseesxat June 30, 2003 and requires
monthly payment of the pro rata share of commoa aperating expenses. Future minimum lease payraader all non-cancelable-
operating leases, as of September 30, 2002, dofl@ss (in thousands):

Amount
Three months ended December 31, 2002 $ 22
Calendar year 2003 45
Total minimum lease payments $ 67

Rent expense was approximately $68,000 for the mioeths ended September 30, 2002.

The Company plans to vacate this space at the feth@ current lease term, which is June 30, 200&. Company also leased office space in
Tomsk, Russia; however, this was under a cancelebge which was subsequently cancelled effecteary 2003.

Legal matters

The Company was involved in various other legatpealings incidental to its normal business actisitThe amount of ultimate liability with
respect to these actions cannot be reasonablyastimHowever, in the opinion of management, aatyility resulting from an unfavorable
outcome will not materially affect the financialgition or operating results of the Company.

6. REDEEMABLE CONVERTIBLE PREFERRED STOCK

In July of 2002 the Company agreed with certain legges to convert an aggregate $366,700 of defewatpensation notes payable into
156,710 shares of Series B Preferred stock.

In August 2002, the Board of Directors of the Compaonsented to the automatic conversion to comshanes of all outstanding shares of
Series A and Series B Preferred Stock. In accoelaiiih this consent, the Series A and Series Beied Stock were converted into
1,112,757 common shares at a 1:1 exchange ratio.

The Series B Preferred Stock contained redemptiovigions that, among other requirements, providedhe redemption amount to be eq
to be equal to $2.34 per share of Series B plus88@ per share per annum for each year elapsedrdingly the Company recorded
$186,000 in accretion of Series B

12



UROAM ACQUISITION CORPORATION
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2002

Preferred Stock during the nine months ended SdeB0, 2002. Such accretion has been reflectadcharge to common shareholders in
the statement of operations.

7. STOCKHOLDERS' EQUITY
1998 Stock Option Plan

The 1998 Stock Option Plan (the "1998 Plan") altealr the grant of options to purchase up to 481s20es of the Company's common
stock. Under the 1998 Plan, incentive options nagtanted at a price per share no less than thméaket value of common stock at the «

of grant. Nonqualified stock options may be grarged price per share no less than 85% of therfaiket value on the date of grant. Options
granted to any 10% stockholder may have an exepcise per share that is not less than 110% ofainenarket value per share of common
stock on the date of grant. Options granted areddiately exercisable, and unvested shares arecsubjeepurchase by the Company at the
amount originally paid. Options granted generallydna maximum term of ten years and generally mest four years. At September 30
2002, 32,083 shares issued under the 1998 Plansubject to repurchase by the Company at a weighterthge price of $0.15 per share
because such shares were not vested.

The Company determined that an aggregate of 25@8t8ns to purchase common stock issued durin@, 22001 and 2000 with an exercise
price of $0.25 per share were issued when the atgirvalue of the underlying common stock was datexd by the Company to be $0.59
per share. Accordingly, the Company has recorddd0$® in deferred stock-based compensation costfreancellations, and $9,000 in
related amortization of deferred stock-based corsgion during 2002.

Stock option activity under the 1998 Plan is sunireat as follows:

Options Outstanding

Number of Weighted Average
Shares Exercise Price

Balance, January 1, 2002 278,086 $ 0.20
Granted (weighted average fair value of $0.40 per s hare) 11,500 0.25
Exercised (75,763) 0.12
Canceled (213,823) 0.20
Balance, September 30, 2002 - $ -

All options outstanding were cancelled prior to @@mpany's acquisition by Filanet.
Warrants

In 2002, in connection with obtaining bridge finargin the form of Secured Convertible Promissonté¢, the Company issued 3,600
warrants to purchase Common stock at an exercice g $2.34. The warrants expire in 10 years. Chenpany valued the warrants at $2,
using the Black-Scholes pricing model with thedaling assumptions: contractual life of 10 yearsk free interest rate of 4.0%; volatility of
85% and no dividends during the expected term.€ftiee amount was recorded as interest expend@0id. These warrants were cancelle
connection with the acquisition described in Nate 1
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8. INCOME TAXES

The Company accounts for income taxes using ar asddiability approachDeferred tax liabilities are recognized for futta&able amoun
and deferred tax assets are recognized for fukdecations and operating loss carryforwards, netwdluation allowance to reduce net
deferred tax assets to amounts more likely tharianbé realized. No income taxes were providedfor periods presented due to the
Company's net losses.

The Company's deferred income tax assets of appatgly $1.8 million at September 30, 2002 are césedrprimarily of net operating loss
("NOL") carryforwards. Due to the uncertainty sumnaling the realization of the benefits of its faalule tax attributes in future tax returns, as
of September 30, 2002, the Company has fully reskitg net deferred tax assets.

At September 30, 2002, the Company has available d&oryforwards of approximately $4.5 million tofeét future federal and state taxable
income. The federal NOL carryforwards expire inias years through 2022, while the state NOL carwyérds expire in various years
through 2010.

Current tax laws impose substantial restrictionshenutilization of net operating loss and creditrgforwards in the event of an "ownership
change," as defined by the Internal Revenue CotkenGhat there was an ownership change, the Coy'gahility to utilize its carryforwarc
could be limited. California has disallowed the n$@et operating losses in the 2002 and 2003 ¢axsy
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