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*In this second quarter.market conditions have baen tough, but as you will see
we have delivered on our commitments to the markst.

*As you will remember, the guidance we provided you for the second guarter was -
total revenues in a range of 165 to 170 million euros and an EBITDA within a
range of minus 34 to minus 40 parcant,

* We have exceaded analyst expectations on both the top line and EBITDA line.
We delivered 180 millicn euros in revenues and -36% EBITDA margin.

* AS YOU know, we are prasent in 42 countries and consolidete revenues fram 16
cauntries. Our markets diversificatian parmit to balance our sources of revenyes.

v On the other hand, our revenys diversification from a Business Unit perspective
has been critical in achieving our quarterly growth., In particular, internet
penetration in LATAM continges qrowing rapidly, and we are capturing an
impertant part of this growth th rough our aecess business,

* As @ sumimary, the main highiights for the quarter are:

First: we exceeded @nalyst’s expectations, over-delivarad ayr own
estimations of revernves and hit the EBITDA margin guidance on its most
optimistic scenario,

»Second; revenues Increased slightly aver the previoys quarter, But most
iMmpertantly, in spita of unfavorable market congitions we have heen abla to
increase by 34% our revenue line an 8 yaarly basis,



*Third: ERITDA continues to follow the positive trend initiated in
the 3Q00, From that date we have been able to improve our
EBITDA margin by 35 percentage points, equivalent to more than
31 million euros, representing a S0% improvemant

»Fourth: From a cash perspective, we are extremealy proud to have
EUR 2,5 billion at the end of Q2 fram 01 due to tight fiscal control
and discipling.

«Fifth: Unique users increaseq by 37% aver Q2 *o0. Average dally
Page views increasad 1249 avar Q2 00,

*Sixth: we've been making salld praogress on our strategy of
moving from “free to paid®. During this quarter we have achieved
a recerd 190.000 new pay subscribers and have reduced the
number of frea subscribers by 375.000. As of June 30th, 30% of
our total subscribers pay, compared to 24% last quarter.

*And last, from an operational point of view we hava made great

strides in developing our compelling offering of content and
Services to our ¢llants, :
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*[ would like to stress that even though market conditions were, and
continue wo be difficult, cur bysiness is still growing strongly on g yearly
basis; +24% vs Q2 last vear and +46% vs. first half of (ast year,

vaur revenue diversification s prowing to be successfyl:

*OF our total ravemueas of 180 million Buras far this quarter, access
fevenues accounted for 38% while media the remaining 62%.

*Geographically, total revenyues Epiit nearly equally betwesn the
two geographical areas: USA, and Spain and LATAM.
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* Particularly In our media businaes, ve generated 111 million Euros or
an increase of 4% over Q2 ‘00. OF these revenues, /9% were generated
in the US and 21% in LATAM and Spain.

*Tote! US media revenue for the first half of this year was 16% higher
than ¢n the same pering of 2000,

» The macroeconomic scenario in the US did not improve during the
quarter, which has affected advertising expenditures.

* We continue our strateay of providing integrated digital rnarketing
solutions to our clients, to tap into their marketing budgets rather than
Just simply orline advertising. We are offering integrated hosting angd
marketing solutions, building offlina care competency to help extend
brands online, We provided during this quarter iow cost Aosting solutions
2nd integrated portal services for companies like The US Golf Assoeiation,

* We are seeing advertising demand increasing far innavatjve ad products
iike iblaster and dhkml with clients like Absolut, Coke, McDonglds and
athers. We also had succmss in the creation of new streaaming ads
designed to drive consumer demand from such high profile advertisers ag
BMW. These ads command higher CPM's,



» We continue to be extremely focusad an grawing custorner's registration and ons to
one dirert markating <apablilities to highly targeted audiences, We are gaining new
mamentum with customers and advertisers for the upceming Holiday seasan,

» We ars using peérsonalization and dynamic cantent as well zs our Lommunications
gervices offer as an effactive marketing tool to increase duration, satisfaction and
registrations needed for direct marketing and consumer profiling.

= Qur audienge metrics are evidence of our strong pasltion In the US. The Lycos
Network had 33,3 million unique users in June -the highest number of usars ever-.
The average reach for the network has bean 38,9% over the past year, June 2000 to
lung 2001, and frequency of use has increased from 2.9 days per month iast
December ta 2.1 in Jupe of this vear.

*The stratagic agreements we sighed during the quarter and the services we launched
in the US are the best indicators of our facus on keeping developing this market,

*0ne af the most important dgreements is Lhe one we signed with eBay, Through this
agreament, eBay fs leveraging Terra Lycos’ global pesition and our tremendous
reach. This mulbiyear agreement Integrates all of eBay's listings and categories intn
the Lyeoas Auctian destination,

* We alsc sfgned a strategic marketing alliance for the US betwesn our award-winning
children’s site, Lycos Zone and The Damnon Company, a i2ading national producer of
yogurt products, which dernonstrates our ability to seamlessly intagrate marketing
Messages with the oniine consumer eXperience, increasing the effectivaness for the
advertiser. In addltlen, Lycus Zone js prominently displayed on Dannon’s Canimal’s
packaging on supermarket shelves



* In the second quarter, wae formalized and extended our relationship with the
United States Golf Assoclation wheraby we hosted the official web site of the US
Open and senior US Open. We've had Suceess hosting the past two US Opens web
sites, the 19948 afficla| Superhowl web site and the official cermmunity sits for Sidney
2000 Olympic Gamas, Wa will continue to leverage the expertise we have gained
frem hosting these events to offer paid for high velume commercial web sire hosting
services at competitive rates,

* Within our vertical categories, we launched Lycos Caraers which offers listings and
career-centered contemt, increased ite audience nearly 200%. Thae site has more
than 500.000 permanent and temporary job listings. This vertical categary is
strateqic for us and as you wil kncw, last December we acquired Bumeran, which
was a leading eompany in this category in LATAM,

* Also on our vertical strategy, we launched Quaote,comTV which is 8 web-delivered
financial news broadcast service. This servica goss beyond traditional hews
reporting, with live, breaking market news from industry experts, delivered in a
network-quality audic and visual experience that conventently slts on users
desktops,

*In keeping with our strategy of being platform nautral and providing our users with
internet services and content wherever they are, we introduced a new product;
Lycos 411. This is @ human powered subscriptian service whare Terra Lycos users
can get information by phone, speaking with Lyeos 411%s personal internet
assistants who ran access any infarmation availalile on the internet,

*[n the US Hispanic Portal we have integrated some Lyco’s products and

technologies such as Tripod, to build parsonal pages or tha Hob Stats tectinology to
measure tramie,



*The US oniina advertising market has been tougher than in the 10 s we
anticipated, Things seem rg have stabilized, byt they have not begun to bounce

*Despite Iots of actrﬁity and interest, we are not seeing the offline dellarg Come
on at & pace that would replace dot com dollars.

*50 our view of the US advertlsing markat far the rest of the yvear is
conservativa, €xpecting i to be stabie, with a traditional season dip in Q3.

*We can not, at this point in time, sea 3 market rebound during 2001, Thers are
no clear indicatars,

=While there is more activity and interest generzted from brick and moitars, thie
does nat necessarily translate ingg immediate term dailars.

»It's a macrosconomic issuz net an internet advertising issue. We do foreses
stronger bookings 12 months from now than the Industry is seeing today, due
the leading plavers rola of educating the market, and the belief that traditional
companies will continya to spend more on iine as 3 percentage of thejr overan
Media spending. We eannot predict, however, whether or not media budgets as 3

whole will grow, this being the key to a return tg accelerated growth ang 5 true
rebaotnd,

* We think the Industry will see gragugl inZrease in bookings beginning in Q4.
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* Our other key region, LATAM and Spain, represanted 21% of all medig
revenues during this quarter,

» This figure repressnts a 22% increase versus the previous quarter and 37%
over the same period last Year. Ravenues for the first half were 4549 higher
than the ones of the same pariod of 2000,

*WNe continue leveraging our alobal franchise by offering leading glabal
advertisers the spportunity to have Multi-Country internet strategies. During
this quarter we sigred an important agreement with UNILEVER, a leading
global advertisers, under which we wili jointly produee content for wemen and
promote related Unilever products, With these kind of initiatives we are also
developing new CRM strategies and e-commerce programs,

ol Brazil:

* we have increased our market pasition according to MedlaMatrix and
Nielsen. We continue heing the second largest Erazilian portal with 3
daily audience that increased around 10% in the last two months.

* We also continued our innovation process, launching the firet
Bracilian 24 hour Tv through the internet,



sIn Mexico:

* We have been awarded with the [hagt prizes for baing the best portal and ISP
N Mexlco,

+ Terra Lycos has consolidated as a leading portal in Maxico. For thig reasan, the
Fresident of Mexico, Mr Yicente Fox Joined us for & live interactive chat session,
the first time ever a President tonlc part in & live chat.

*Alsc, 8% part of the synergics ofter the merger with Lycos, we bave (aunched the
Lycos search englna which deepens our existing Mexican search services o be
the best in the country,

* In Mexico, we also created jointly with Bumeran, & leading rectuiting portal in
LATAM where Terra Lycos holds & Majority stake, the largest online job listing
portai in the country,

* During this quarter, we also launched the Mexican version of our travel portal:
Rumbo, aur 1V with Amadeys.

In Spain, we continue to he the leading portal with g very wide distanca to our next
campetitor accarding to QID and a 4% reach according to Mediametrix.

=It is Important to meantion tha agreemsnt we reached with TP, leveraging one
of the companies of the Telefanica Group. Through this agreement, TPl offers
web building possibilities to thalr cllents, mostly SME's, bundled with prarnctionai
advertising in our portal.

* In Argentina, we leveraged tha Telefonica Group by offering in our portal Big
Brother, content deveicped by Endemol which has taken us to the sacond
pasition among Argantinean web sltes acearding to Media Metrix.

*In Peru we continue to malntain our leadlershlp position, capturing 50% of |oca)
traffic.



Regarding to our revenues coming from e-commetce I would like to highiight that:

=\We sigried on 35 new merchants to Lyzos Shop in the US during the quarter, including
brick and mortar retaflers such as Circyie Clty, Bose, D¢ Beers and many cthers,

*Also, referrals to mercharts from Lycos Shop ad placements Increased 57% in the
gquarter.

*On our vértlcals, and specifically on travel, we are pushing saies of higher-margin
products such as cruisas amd vasstion Packages. The average sale price of this kind of
products |s aproximatedly $2000 with an avarage fransaction fee received of $90.
Thesa revenues have increased 288% since last quarter and now represent over 129 of
total travel sales,

*In the following quarters we will launch a tool te provide product gatabase and
advanced product eomparison shopping for Lycos Shop,

*In LATAM and Spain, Terra Lyces has now more than 500 merchants offering mare
than ene million products,

*We are offering new services like enline ticket reservations, recharge of prepaid
mobile cards or daveloping digital plctyures anling,

*We offer global saolutions to our merchants tachnology platform, web buiiding,
payment salutians, logistics and call certers.

»In Spain, we launched Cres Tu Tienda a new goluton for SME's which allows them to
create and run & virtual enling shop,

*Before moving to tha aceess side of the business, I wauld llke to speak briefiy about an
Agreament we recently slgned with VISA International Latin America & the Carrinbesn
région. Tha Agreement wil capitalize on the reach, penatration and consumer loyalty of

the two brands in Latam and the Carribbean, More detalls will be give in the following
waeks

Th
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»Our Access business genersted 69 million Euros of revenua, atcounting for 38% of
the company's total revenya,

+This business line showed a very strong growth of 1529% over the same quater of
2000 and 138% vs the first half of jast year, especially driven by a higher pay
subscriber base.

*Wa have discontinued offering free access in Brazil as of June 15, which explains
the decrease in the tokal number of subscribers reported.

* As we announced in our pravious eamings conference call, we are moving From
free to paid added value products and services and forusing on a quality and
differgntlatad offering which permits us to charge our clients. Some examples of
what we are charging stand alone or bundied with the access are: Virtual Disk,
Filtering, e-line, extlusive cantant and Help-Drasl:,
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*In this quarter, we have had the highest growth in pay subscribars In Terrg Lycos’
history. In these three months we had almost 190.000 new pay subscribers; 17%
more that in the previous quartar,

+ It is worth menticning that we have more than doubled our ADSL clients from
60.000 in March to 133.000 in June.

*» Therefora, our ARPU for Pay subscribers has increased to 20 Euros from 18 Eurgs
last quarter and 10 Euros 2Q last year.

¢ In Spain:
* AS oF the end of Jupe we have almost reached our target for ADSL ¢lignts

for the whole year, We have been ahie to reduce 50% the tima needed to
ingtall ADSL,

* To start capturing the value from the strong ADSL growth we expect in the
future, we have iaunched g multimedia zane In oyr pertal that includes
exclusive content and services for ADSL Clients. We offer more than 12,000
videos, online gamas and interactive content, among others. This product
that is currently apen will 500N be awailable only for ADSL clients and n the
future wiil also inciude subseription and pald-rode services.

* Also in Spain, we have started o redesign our products to increasas the
differentiation among open or free, basic and premium products; we will jimit
the features of the frae service. We will share with you all these ¢hanges in
follavring quarters.

*Wa have also experienced an important growth in ADSL subscribers In Brazll,
where we are the Jeaders [n this segment. ADSL ravenues for this 2nd Quartar are
Nigher than the ones for the ful| year 2000, At tha same time, this 2Q has been the
Best quarter in our history on access revenues in Brazil.



oIn Mevieg,

* We continue increasing our premium-paid services portfolio by
bundling access and value added services. In the quarter launched
E-Line, a service that allows our ISP yzars to receive a phone call
white they are surfing the net.  Another local very strong
subscription based preduct is Infosel Financierc, which already has
positive EBITDA.

*Regarding our free offering, it only includes now a maximum of 20
hours per month, with no cail cantsr suppart and lower speed, Cur
goal is te migrate these free clients antg aly pramium service,

*In Central America, we launched an interactive TV channei which
PEFMILS obr clients to surf the net. This product Is targeting people
who cannot afford to buy a PC. We have reached the second
position in the access business in El Salvador and aur flat tariff
product through ISDN is today thz rmost popular in Guatamala, On
the other hand, thanks to Emergia, a company of tha Telefornica
Group, we have reduced there our mommunication costs by 60%.
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* Now to address our EBITDA margia, wa cantinua having etrong fecus on
cost management and financial discipline. We are taking advantage of our
merger synergias and all the standard processes we are implementing across
geographies,

* We have achieved a -36% EBITDA margin, which is in tha top of the range
of -36% to -40% we gave fo the market,

* This means we have improvad 35 percentage points since 2Q00 or more
than Eur31 million, showing an overall improvement of +50%,



+» Before focusing on the new appaintments, I would like to mantion oyr Iatost
strategic agreement signed |ast week with IBM that has an implication on
Terra Lycos' warldwide e-business infrastructure.

* This is a multi- faced ralationship including technelogy and marketing
collaboration.  We are planning for our future expansion, and proud to have
this alliance with IBM and lock for great outcomes in the near future

*Through this new relationship IBM bacomas our new strategic technology
Partner with which we will also explora marketing collaboration oppartunites
that laverage the strengths of both companies.

“IBM systems will serve as the foundation of our global IT infrastructure,
tying together the company’s Web serving, enterprise resource plannirg and
customer relationship management and systens.

*We also plan to work actively with scientists at the IBM Resoarch Lab in
Ca'ifornia to dovelop new technologies and gppilcations.
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*I weuld like to share with you the latest new appointments to the Terra Lycos
Executive Management team that reinforce our commitment to build 2 unified
global team dedicated to growth and profita bility.

» All of these appointments will enhance the Company's relationships with our
clients, and will serve to maximize the full cammercial potential of our business
relationships.

* Antonio Botas has been appointed as the Senior Viee President responsible
far the e-commerce Strateqgic Buginess Unit (SBU).

* In our continuved efforts to maximize vor giobal presence, 1 am pleased to
announce the promaotion of Eric Gerritsen ta the role of Senior Vice President of
Global Allances, reporting directly to me. Eric has played an instrumental role
spearheading all of the ex-Lycos expansion in Europe, Japan, Koraa, Asia, and
Canada over the last three years. In his new role, Eric will cantinue to gvarses
these joint ventures and will also acsume the leadership of the Clobal Alllances
that Jeff Bennett assembled fn January 2001, We currently have a blue chip
roster of joint venture partners around the world, and 1 am cenfldent that
under Eric’e leadarship, we will both maximize these existing ailianceas and
cr2ate new ones,

* With Eric's expanded responsibilities, Jeff Bennett will continue to repor:
dirgctly %0 me as Senior Vice President of Corporate Development. In this
capacity, Jeff will focus an menaging tha axtrermely important relationship with
Bertelsmann for our Strategic Aliance Agreeinent and the Lyces Europe Jaint
venture,
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* Juan Rovire has joined Terra Lycos as Senior Viee President of Affiliate
Companies, reporting to me. Juan will be directly respensible for the portfolio of
companies we have Joint Ventures with, such as Amadeus, BBWA, El Corte Ingles,
Metad, etc, excluding the Terra Lycos joint ventures that Eric will manage. Thig
function was receptly created in order to strengthen the relationships and
develop the business of the participating companies bazed an the business plans
In place when we made these investmants. Thia new anit will. serve to maximize
the profitability of our investments, both financially and strategicalty, and will
require suppert fram all other functions ang geographies across Terra Lyons.

= Juan comes to us from the Telefonica Group whers he was General Manager of
Business Development of Telefonica Internacional among other various positions in
Spain as well as in the USA. He has been invaived in the Internet sector since 1994
85 @ Director of Electronic Banking Services far the affiliate companies of Banco
Santander Central Hispana.

*I 100k forward to communicating additional key initigtives in the near future as we
continue to strengthen our glebal powerhouse.
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