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TERRA LYCOS REPORTS Q301 REVENUES UP
24%, WITH PROFITABILITY MARGINS
CONTINUING TO IMPROVE

« The company met its forecasts, reporting revenues of 170 million euros
this quarter, an increase of 24% or 32 million euros from Q300.

« The EBITDA margin improved 42 percentage points from the yeat
earlier, to -29%, equivalent to 48 million euros.

+ Net profit increased by 133 million euros from Q201 due to improved
EBITDA, improved earnings by equity method from affiliated companies
and the increase in the amortisation period for goodwill on completed
acquisitions

« Terra Lycos, as part of its commitment to profitability, is focusing on
securing recurrent sources of revenue through an OBP (Open, Basic,
Premium) payment model for both the access & services and media
businesses, to generate revenue through paid subscriptions and by
pay-per-view / pay-per-use.

+ Page views increased 5% from the previous quarter, reaching an
average of 481 million per day.

« Terra Lycos ended the quarter with 174,000 ADSL customers, which
underscores its commitment to broadband as the future of Internat
through the OPB payment model.

Madrid, 8 November 2001 -- Terra Lycos (MC: TRR; NASDAQ: TRLY), the
leading global Internet network, today released its Q301 results.

Revanues

The revenues for this quarter were 170 million euros, an lncrease of 24%
aver the same period of 2000. Accordingly, the company has performed in ling with
its forecasts despite revenues being affected by 7 million euros due to an
unfavourable exchange rate and a difflcult market situation made worse by the
events of September 11.



During the gquarter, 64% of total revenues came from the media business and
26% from the access & services business. The difficult online advertising market
has not impeded Terra Lycos’ revenue growth, which showed an 11% increase
in media while access & services revenue were up 56% this guarter versus
Q300. Also in Q301, important commercial agreements have been signed with
companies such as IBM, Visa International, Apple, TPI, etc.

Looking at January through September, total revenues were 389% higher than in
the same period of 2000 with 103% growth in access & services revenue and
18% growth in media revenue, Continued revenue growth will be supported by
the OBP (Open, Baslc, Prermium) payment model. Basic services and content
open to all Internet users will be complemented Dy additional value-added
services and content, with more advanced features, which users are prepared to
pay for.

Costs

L ]

This revenue increase has occurred simultaneously to aggressive cost reduction.
Operating costs were 18 million euros lower than the previous quarter and 47
million euros lower than Q300. Terra Lycos continues on Its path to profitability
by reducing costs without affecting growth, supported by the implementation of
the Six Slgma processes and quality improvement program aimed at
max!{mising growth and optimising the company’s resources.

EBITDA

EBITDA (earnings before interest, taxes, depreciation and amortisation) was -49
million euros, an improvement of 16 million euros in just one quarter.
Compared to the same period of 2000, EBITDA has increased by 48 million
euros while revenues increased by 32 million euros over the same period,
reflecting the company’s commitment te move toward profitability. EBITDA as a
percentage of total revenue for the quarter was -29%, a 42 percentage point
Improvement in the last 12 months.

Net Earnings

Net earnings as a percentage of revenue improved by 71 percentage points
during the quarter, to -49% versus -120% the previous quarter. This represents
an improvement of 133 million euros from Q201. Net earnings for the guarter
were -83 million euros due to improved EBITDA, improved earnings by equity
method from affiliated companiesand the increase in the amortisation period for
goodwill on acquisitions from 5 to 10 years, This extended amartisation period
results in a better correlation between the present financial reality of the
businesses acquired and the effective pace of sector maturity.



Cash Position

» A cash position of 2.25 billion euros will allow the company to continue to grow
via strategi¢ acquisitions, while always focusing on the goal of profitability.

+ Joaquim Agut, executive chairman of Terra Lycos, sald, “These results again
show we are on the right path; our effort to reduce costs is being achieved at
the same time as sustained growth, which allows us to advance toward
profitability.” Joaguim Agut added, “The company’s success is based on
diversified revenue sources; a global presence; and a firm commitment to
broadband as a way of providing @ unique range of quality pay services and
content that will allow us to continue to grow our customer base.”

Operating Results

» From January to September, Terra LyCos secured 240,000 million new
paying customers, of which 134,000 are new ADSL customers. Tarra Lycos
ended the quarter with 174,000 ADSL customers, reflecting the company’s
commitment to broadband as a way of providing value-added services and
content through the OBP model.

As part of this model, Terra Lycos launched In Spain Terra ADSL Plus, the
first product on the market to offer pay services and content in addition to
connectivity, Terra ADSL Plus, which captured 10,000 customers In a little more
than a week, includes all the advantages of ADSL technology, as well as access to a
wide variety of content and services specially created for this technology.

In September 2001, average daily page views totalled 481 million, a 5%
increase from the previous quarter and a 79% increase over Q300. There were 109
million unique users In September 2001, an increase of mare than 20% over
September 2000. The number of registered users grew to 112 milllion as of
September 30, 2001, an increase of 55% over Q300.

Other financial information:

% The financial information Included in this press release is shown in euros and
follows generally accepted accounting principles (GAAP) in Spain.

% Figures for the previous year are shown for purposes of comparison with the
same sphere of consolidation as during the first three quarters of 2001
(“proforma accounts”).
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« About Terra Lycos

+ Terra Lycos is the global Internet network operating in 43 countries in 20
languages, reaching 109 million unigue monthly visltors worldwide. The group,
which resulted from Terra Networks, 5.A's acquisition of Lycos, Inc. In October
last year, operates one of the most visited websites in the US, Canada, Europe,
Asia and Latin America and is the world’s third largest ISP,

« The Terra Lycos network of sites includes Terra.com, Lycos.com, Angelfire.com,
ATuHora.com, Gamaesville.com, HotBot.com, Invertia.com, Lycos Zone,
Matchmaker.com, Quote.com, Rumbo.com, Direcciona.es, Sonique,
Burneran.com, Tripod.com, RagingBull.com and Wired News (Wired.com).

+ With headquarters in Barceiona and operational units in Madrid and Boston,
Terra Lycos Is listed on the Madrid (TRR) stock exchange and on the NASDAQ
(TRLY) electronic market.



Total Ravanue
Media
Access and Saervices

EBITDA
EBITDA Margin

Total Subscribers
Average daily page viaws (million)

Unique users {million)

Total Ravenue
Madia
Access and Services

EBITDA
EBITDA Margin

Total Subscribers
Average daily page views (mlillan)

Unique users (milllon)

A%

Q3 2001 Q2 2001 (3 2000 Quarterly  Annual
1701 179.7 1375 -5% 4%
109.3 110.7 88.% -1% 11%

60.8 69.0 38.0 -12% 56%
{48.8) (65.5) (97.0)
-29% -36% 1% Zpp  42p.p
4.3 43 3.5 0% 22%
481 460 269 % 79%
109 103 91 6% 20%
am 2001 9m 2000 A%
527.6 382.7 38%
342.6 2014 18%
185.0 91.3 103%
(190.3) (220.5)
-36% -58% -22 p.p.
4.3 35 22%
481 269 79%
109 91 20%
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Cunsnlldated Statements of Operations

Three Months Ended Nine Months Ended
Soptember 30 September 30
2001 2000 (1) 2001 2000 (1)
Revanues:
Media 108.3 98.5 342.6 2814
Acress and Services 60.8 39.0 185.0 91.3
Total revenues 1701 137.5 527.6 827
Cost of revenues (90.5) (58.5) (277.9) 147.2
Gross Profit 79.8 79.0 249.6 2355
Operaling expenses:
Research and development {31.3) (42.7) (102.7) 93.9
Sales and marketing (62.0) {107.6) (236.6) 201.8
Genera! and administrative (35.1) (25.8) {100.8) 80.3
Total operating expenses {(128.4) (176.0) (439.9) 456.0
EBITDA {48.8) (97.0) (190.3) (220.5)
EBITDA Margin -29% -71% -36% -58%
Depreciation / non-cash charges {43.2) (131.1)
Financial incame (loss) 277 06.6
Share in gains (losses) by equity method (48.7) (173.0)
Amortization of goodwill {51.3) (320.3)
Extragrdinaries and other {(22.6) {31.4)
Incoma (loss) before taxes (185.0) (T49.4)
Carporate income tax 101.7 275.0
Minority interest 0.4 1.1
Net Income (loss) (62.9) (473.3)
Shares Outstanding (' 000} 558,619 516,035

(1) Proforma figures for Terra Natworks and Lycos ne. through EBITDA, assuming Terra Nelworks
nad sequired Lycos on January 1, 2000.
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ASSETS
Due from Shareholders for Uncalled Capital 388.7
Fixed Assats 1,383.3
Goodwill In Consolidaton 1,866.3
Long-term deferred expenses 11.4
Current Assets 2.552.7
Cash and Short-term financial investments 2,3331
Other current asseis 2196
TOTAL ASSETS 6,202.4

LIABILITIES AND SHAREHOLDERS' EQUITY

Shareholders’ equity 5,092.4
Minority interasts 35
Long-term liabilities 162.6
Current liabiilties 444.0

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 6,202.4



{% of 1atal revenue)

Medla
Access and Services

iRevenue by Busingss

Revenue by Region and Business

Spain & Latam
Media
Access and Services

{% of total revenua)
United States

Media

Access and Services
Other

Medla Revenue
(% of medla revenua)
Brick & Mortar

Dot-com

Pay

ITotaI Subscribers {million)
Free

Spain

IADSL Subscribers (thousand)
Latam

Average dally page views {milllon)
Unique users (million)

Q3 2001 Q3 2000
G4% 72%
36% 28%
47% 53%
47% 53%

0% 0%
47% 44%
11% 16%
6% 28%

6% 3%
88% 67%
12% 33%

Q3 2001 Q3 2000 a%

4.3 3.5 22%

30% 31%

70% 68%

174 17 Q249
a1 8 1038%
B3 9 B22%

481 269 79%
108 91 20%
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Total Revenua
Media
Access and Services

EBITDA
EBITDA Margin

Taotal Subscribars
Average daily page views (million}

Unlgue usars (million)

Total Revenue
Madia
Access and Services

EBITDA
EBITDA Margin

Total Subscribers
Average daily page views (milllon)

Unlgue ugers (milllon)

A%

Q3 2001 Q2 2001 Q3 2000 Quarterly  Annual
1701 179.7 137.5 -5% 24%
109.3 110.7 98.5 -1% 71%

£0.8 69.0 39.0 -12% 56%
(48.8) (65.5) {102.3)
-29% -36% -74% Tpp 45pp
4.3 4.3 3.5 0% 22%
481 460 269 5% 79%
109 103 LY 6% 20%
9m 2001 9m 2000 A%
5276 3627 38%
3428 2914 18%
185.0 913 103%
(190.3) (266.2)
-36% -70% =34 p.p.
4.3 3.5 22%
481 269 79%
109 )| 20%
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Three Monihs Ended Nine Mornths Ended
Soptember 20 Septembar 30
2001 2000 (1) 2001 2000 (1)
Revenues:
Media 108.3 08.5 34286 234
Access and Services §0.8 38.0 185.0 91.3
Total ravenues 170.1 137.5 527.6 asa.7
Cost of revenues {90.5) 58.5 (277.9) (147.2)
Gross Profit (79.6) 79.0 2496 2355
Operating expenses:
Research and daveloprment (31.3) 427 (102.7) (24.0)
Sales and marketing (62.0) 113.0 (236.6) (327.3)
General and adminigtrative (35.1) 25.8 (100.8) (80.4)
Total gperating expenses (128.4) 181.3 (439.9) {601.7)
EBITDA (48.8) (102.3) {190.3) (266.2)
EBITDA Margin -29% ~4% -36% -70%
Depreciation / non-cash charges (46.3) (140.8)
Financial income (los%) (74.7) {5.8)
Share In gains (logses) by equity method 7.7 (162.5)
Amortization of goodwill {(324.9) (1,787.0)
Extraordinaries and other (18.9) (27.7)
Incoma (loss) before taxes (505.7) (2,313.9)
Corporate income {ax (57.1) {47.4)
Minarity interest 0.4 1.1
Net Income (loss) (562.4) (2,360.2)
Shares Outstanding (" 000) 558,619 519,035

{1} Proforma figures for Terra Networks and Lycos Ing, thraugh EBITDA, assuming Temra Nelworks
had acquired Lycos on January 1, 2000,



ASSETS

Current Assets 2,552.7
Cash and Short-term financial investments 2,333.1
Other short-term assets 219.6

Fixed Assets 3261

Long-term deferred expenses 1.4

Goodwill in Consolidaton 11,923.4

TOTAL ASSETS 14,813.6

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities 4440

Long-term liabilities 104.4

Minority interests 3.5

Shareholders' equity 14,261.7

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 14,813.6



Revenue by Business
(% of total revenua)

Media
Access and Services

Revenue by Region and Business

(% of total revanue)

United States

Media

Access and Services
Spain & Latam

Media

Access and Services
Other

Media Revenue
{% of medla ravenua)

Brick & Mortar
Dot-com

Qpﬁratiﬁg A L

Total Subscribers (mlllon)
Pay
Free

ADSL Subscribers {thousand)
Spaln
Latam

Average daily page views {mllllon)
Unigue users (milllan)

Q3 2001 Q3 2000
64% 72%
36% 28%
4T% 53%
47% 53%
0% 0%
47% 44%
11% 16%
36% 28%
6% 3%
8% 67%
12% 33%
Q3 2001 Q3 2000 A %
4.3 3.5 22%
30% 3%
70% B9%
174 17 924%
a1 8 1038%
83 9 822%
481 269 79%
109 o1 20%
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DIFFERENCES BETWEEN SPANISH AND UNITED STATES
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

The most significant differences between U.S. GAAP and Spanish GAAP relevant
to TerraLycos are as follows:

Capitalization of start-up costs

Under Spanish GAAP, expenses incurred during the start-up of a business which will
contribute to future revenues may be deferred and amortized over five years. For U.5,
GAAP purposes, start-up costs must be expensed as incurred.

Recognition of deferred tax assets

Spanish GAAP permit the recognition of deferred tax assets, including those related to net
operating loss carryforwards, if the deferred tax assets can be reasonably realized within a
ten-year period. For 2000 and 1999 Terralycos has recognized such tax assefs under
Spanish GAAP, since its businass plan indicates that these assets will be realized within a
ten-year period, Under U.S. GAAP, based on relevant considerations, a valuation allowance
would be provided in full against the deferred tax assets related to Terralycos’ net operating
losses.

Goodwill arising from acquisition of Lycos Virginia, Inc.

Under U.5. GAAP, the acquisition price of Lycos Virgina, Inc. is determined in a different
manner than the calculation under Spanish GAAP, therefore resulting in a different amount
of goodwill. First, the Terra Networks, 5.A. shares issued to consummate the acquisition are
valued using the average market price of Terra Networks, S.A.'s common stock around the
time the merger was agreed and announced. Furthermore, upon acquisition, Terra
Networks, S.A. agreed to replace outstanding options to purchase shares of Lycos, Inc.
common stock held by Lycos’ employees with options to purchase Terra Networks, S.A.'s
shares. The value of these replacement options, to a certain extent, Is also considered
purchase price under U.5, GAAP. Moreover, in regards to non-vested options granted, a
portion of the fair value of these awards is instead classified as deferred compensation and
is amortized over the remaining period of time in which employees earn full rights to the
options.

Investments under FASB 115

Under U.S. GAAP, equity investments constituting between 20% and 50% of a company's
share capital should be accounted for under the equity method. Investments constituting
less that 20% of a company’s share capital should be accounted for pursuant to FASB 115
(*Accounting for Certain Investrments in Debt and Equity Securities”). Lyces, Inc., subsidiary
of Terra Networks, S.A., has several equity investments and, pursuant to FASBE 115, It has
been concluded that all of its equity investments constituting less than 20% of a company’s
share capital should be considered “available for sale” and, accordingly, these investments
are marked to market at each balance sheet date, and any unreallzed gains or losses are



operations. Under Spanish GAAP, all unrealized losses are racorded in the statement of
operations and a reserve for those Investments whose value has declined is recorded.
However, under Spanish GAAP, the historical cost basis of those investments that have
increased in value is not adjusted and all unrealized gains are not recognized as income
until they are realized.

Tax deduction benefit of stock options

Under U.S. GAAP, the exercise of employee stock options results it a tax benefit which can
be carried forward to offset future taxable income. This benefit, when recognized, is
accounted for as a credit to additional paid-in capital for U.5, GAAP purposes. Under
Spanish GAAP, a reduction in income tax expense would be recorded. Under U.S. GAAP, the
deferred tax asset associated with the future deduction would be fully reserved against, as
it is not certain that it will be realized.

Acquisitions accounted for as pooling of interests

. Pooling of interests accounting is not permitted under Spanish GAAP. Under Spanish GAAP,

the fair value of the shares issued to the shareholders of the company acquired is recorded
as purchase price and the excess of the purchase price over the net assets acquired is
recorded as goodwill, which is amortized over a five-year period. Under U.S. GAAP, when a
transaction is accounted for as a pooling of interests, the historical accounts of the parties
are combined both retroactively and prospectively and no fair value adjustments are made.

Acquisitions through share exchange transactions

When an acquisition through a share exchange transaction takes place, for U.S, GAAP
purposes, the difference between the falr value of the shares around the time the terms of
the agreements are reached and announced and the par value at which, for Spanish GAAF
purposes, the shares are issued is considered additional purchase price. This additional

consideration results in the same amount of goodwill,

Gain on sale of investment

. During January 2001, Lycos Europe increased capital In order to acquire Multimania

through a share exchange transaction. The total amount of the capital increase was
approximately €230 million, As a resuit of the capital increase, Lycos’ percentage of
ownership In Lycos Europe was reduced to approximately 29% from 32% and Lycos
recognized, for Spanish GAAP purposes, a one-time gain of €66 million. Under U.5. GAAP,
a one-time gain Is recognized only if the company receives cash or cash efuivalents in
exchange for the shares issued in the capital increase,



FULLY CONSOLIDATED COMPANIES

ARGENTINA TERRA NETWORKS ARGENTINA S.A,

BRASIL TELEFONICA INTERACTIVA BRASIL LTDA.

BRASIL TERRA NETWORKS BRASIL S.A,

COLOMBIA TERRA NETWORKS COLOMBIA HOLDING S.A.
CHILE TERRA NETWORKS CHILE HOLDING LIMITARO
ESPANA BUMERAN PARTICIPACIONES S.L.

ESPANA CENTRO DE INVESTIGACION Y EXPERIMENTACION DE LA REALIDAD VIRTUAL S.L.
ESPANA IFIGENIA PLUS, S5.A.

ESPANA MAPTEL SA

ESPANA TERRA NETWORKS ESPANA, 5.A.

GUATEMALA TERRA NETWORKS GUATEMALA 5.A.

MEXICO TERRA NETWORKS MEXICO HOLDING 5.A. DE C.V.
PERU TERRA NETWORKS PERU S.A.1

Eﬁ%mc ANA TERRA NETWORKS CARIBE

URUGUAY TERRA NETWORKS URUGUAY

USA LYCOS VIRGINIA INC.

USA TERRA NETWORKS USA INC.

VENEZUELA TERRA NETWORKS VENEZUELA S.A.

.EQUITY CONSOLIDATED COMPANIES

ESPANA A TU HORA, S.A.
ESPANA EMPLAZA
ESPANA RED UNIVERSAL DE MARKETING Y BOOKINGS ON-LINE, 5.A.
ESPANA TERRA MOBILE, 5.A.
ESPANA UNO_ E BANK
F DS A TR A AREMATE, COMF INCF i e
USA ONE TRAVEL.COM, INC.




Press Releases

Beginning 4%, Quarter:

+ October, 16th.: Terra-Lycos and Grupo BBVA create ATREA, a vertical real state portal,
which offers consumers all the services required to rent or sell housing.

+ October, 17th.: Terra launches ADSL Plus, the only offer in the market with pay gervices
and content.

+ October, 18th.: Terra-Lycos buys DeCompras.com, leading e-commerce company in
Mexico and Latin America.

+ October, 26th.: Terra has over 100.000 ADSL customers.



Other Information

Contact Information

Terra Lycos

e —————— TR R R L L itk

José €. Duran Investor Relations Director

Phone: 34,91. 452.3274

e-mail: josec.duran@corp.terra.com
Claudia Sierra Investor Relations

Phone: 34,91, 452.3308

a-mail: claudia.sierra@corp.terra.com
Concha Lopez Investor Relations

Phone: 34.91. 452.3020

e-mail: concha.lopez@corp.terra.com

Cristina Garcia Shareholders Office
Fhone: 900.500.525
e-mail: oficina.accionistas@corp.terra.com



Earnings Announcement Dates

1Q 01 May 2", 2001

2Q 01 July 7*", 2001

...I.'QI‘GUO.QD*E"@WQIOQOOQDDHI.GCOOQQDQWII‘D

. 3Qo1 November 8", 2001 ‘
@.QODQWWD@ﬂﬁmﬂ‘@lﬂlm@ﬂ@@ﬂ@mﬂ’ﬂmﬂmﬂ.mﬂﬂ‘."@ﬂ.WQ@ﬁ

4Q 01 February 2", 2002
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