Tiscali board of directors approves 4Q04 results:
Achieved targets announced to the market

The Group achieved its key operating and financial targets for FY2004:
Revenues totalled EUR 266.6 million, 16% higher than in the fourth quarter
of 2003 on a comparable* basis and 4% ahead, on a comparable basis,
QoQ. This advance took full-year revenues to EUR 1,075.3 million,
equivalent to a 23% increase on FY03
EBITDA totalled EUR 33.4 million, or 13% of revenues, 16% ahead, on a
comparable basis, of the fourth-quarter 2003 figure and 35% ahead, on a
comparable basis, QoQ. Full-year EBITDA totalled EUR 107.3 million (10%
of revenues) 36% ahead, on a comparable basis, of the prior-year figure
EUR 7.9 million free cash flow. Strong improvement of net financial
position (+72.8 million EUR in the quarter) resulting from implementation
of the first steps of the strategic and financial plan
The Group closed the year with 1.65 million ADSL users, of which 330,000
were using unbundled services
Proceeds in excess of EUR 170 million have been raised by the sale of
non-core group assets and by the EUR 50 million capital increase
concluded in December. The business and financial plan will be approved
by mid March.
.
* All % comparisons are presented on a comparable basis, i.e. assuming the
same consolidation perimeter

Cagliari, 14 February 2005
Tiscali’s board of directors has approved the 4Q04 results.
The results show that targets set for sales, profitability, ADSL user numbers and cash
flow generation in the financial year just ended have all been met.
The fourth quarter also saw an improvement of the EBITDA margin and the
continuation of the non-core asset disposals programme begun in the third quarter, in

Investor Relations
Ph. +39 02 309011 Email: ir@tiscali.com

Tiscali S.p.A.
Sa Illetta
09122 Cagliari
Italy
www.tiscali.com

line with the strategic plan and the Group’s refocusing on those markets offering
greater potential for growth.
The sale of the Belgian and Danish subsidiaries, for EUR 19 million and EUR 20.7 million
respectively, together with funds raised with capital increase took the proceeds of disposals
over EUR 170 million.
The next steps currently being finalised will allow completion of the financial plan in order to
reimburse the debt and to support further growth.

Revenues and gross profit
The total revenues of the Tiscali group in 4Q04 came to EUR 266.6 million, up 7% on
4Q03 in nominal terms (+16% like-for-like, that is, adjusted for the change in
consolidation area after the disposal of the Austrian, Norwegian, Swedish and Swiss
subsidiaries in the course of the quarter) and up 4%, on a like-for-like, same group
structure basis, on 3Q04.
At the end of December the Group had a total of 1.65 million ADSL users, compared
with a total of 840,000 at the end of FY03 (+97%). The Group gained 110,000 new
users in the quarter just ended, 7% more than in the previous quarter. Active users
totalled 7.4 million, 5.7 million of which were dial-up customers. The shrinkage in the
dial-up user base since the third quarter reflects the new, slimmed-down structure of
the consolidated group as well as user migration to ADSL, in line with the Group’s
strategic focus on promoting broadband usage. Unbundled services were launched in
Italy and France in the course of the fourth quarter and at the end of December around
330,000 ADSL customers were receiving unbundled services. An ever increasing
number of customers is expected to switch over to ADSL, migrating from wholesale
tariffs to unbundled services, thanks to the launch of the double play (data and voice)
services already available in France and the Germany and other new services and
content.
Access revenues were 11% higher than in 4Q03, at EUR 181.1 million (68% of
total revenues), and broadly stable compared with the previous quarter, after
adjustments for the exit of Austria, Norway, Sweden and Switzerland from the
consolidated group, 19% ahead, in like-for-like terms, of the fourth-quarter 2003
figure. ADSL revenues in the quarter came out at EUR 86.3 million (48% of
access revenues), more than doubled compared to the EUR 39.5 million (24%
of access revenues) recorded in 4Q03 and 7% ahead of the EUR 80.9 million
(44% of access revenues) booked in 3Q04. Dial-up revenues were hurt by
declines in both user numbers and online minutes. The group’s most active dialup users have switched to broadband services. At EUR 94.8 million, dial-up
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revenues were equivalent to 52% of total access revenues, reflecting the
increasing weight of ADSL and the marked change in the access revenue mix.
Revenues from business services totalled EUR 48.2 million, or 18% of
revenues. This marks a decline on both 4Q03 (-3.8%) and 3Q04 (-9%), which is
mainly attributable to the sale of the group’s subsidiary in Austria, where business
clients generated a large proportion of sales. On a like-for-like basis, business
services revenues were 8% ahead compared with 4Q03 and remained stable
regarding the previous quarter.
Voice revenues were up 5% on the fourth quarter of 2003, at EUR 22.2 million
(8% of total revenues), and slightly down on the previous quarter. On a like-forlike basis, voice revenues increased by 8% respect to 4Q03 and remained stable
regarding the previous quarter.
Portal revenues were EUR 12.7 million, or 5% of total revenues, moving up 2%
on the prior-year quarter and 21% on the previous quarter. On a like-for-like
basis, portal revenues were 7% higher than 4Q03 figures and registered a
significant increase of 25% regarding the previous quarter. This rise reflects both
an upturn in the advertising sector and the positive calendar effects typical of the
closing months of the year. The last quarter of 2004 saw Tiscali confirmed as one
of Europe’s leading web properties, with over 23 million unique visitors in
December 2004, a 34% increase on December 2003.
The gross profit in the last quarter of the year amounted to EUR 114.4 million (43% of
revenues) on a like-for-like basis an increase of 6% on the previous quarter. The result,
in spite of a decline compared to 4Q03 both in absolute terms and as a percentage of
revenues (51%), mainly due to the margin of wholesale ADSL product, marks an
important change in the trend of the gross profit. The result confirms the effectiveness
of the strategy and the success of Tiscali’s business model with the conversion of the
group’s ADSL user base from wholesale tariffs to unbundled services. Even if
progression from wholesale towards unbundling is currently discrete, it has very
optimistic economic perspectives.
Operating performance
Operating costs down as a proportion of revenues
4Q04 operating costs, at EUR 81.1 million, were lower than in 4Q03 both in absolute
terms (-7%) and as a percentage of revenues, falling from 40% in 4Q03 to 30% in
4Q04. Operating costs were also down in absolute terms (-7%) and as a percentage of
revenues (from 32% to 30%) relative to the previous quarter. This reduction in
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operating costs as a proportion of revenues is attributable to lower personnel costs and
a revision of marketing strategy as well as to the change in consolidation area of the
fourth quarter 2004.

Operating costs break down as follows:
marketing costs totalled EUR 22.8 million (9% of revenues), down 39% on
4Q03 (15% of revenues) and 17% on the previous quarter (10% of revenues).
This lesser burden of marketing costs reflects a redistribution of investments over
the year: investment will be higher in the first quarter of 2005 as the Group
focuses its efforts on promoting unbundled ADSL and voice (VoIP) services.
personnel costs came to EUR 38.6 million (14% of revenues), up 4% on 4Q03
(15% of revenues) in absolute terms, but 4% lower than in the previous quarter,
with little change in their weighting in revenues.
general and administrative costs totalled EUR 19.6 million (7% of revenues),
down 23% in absolute terms on 4Q03 (10% of revenues) stable compared to
the previous quarter (7% of revenues).
Fourth-quarter EBITDA was up 21% in absolute terms at EUR 33.4 million (12.5% of
revenues), from EUR 27.6 million in 4Q03, a 16% increase in like-for-like terms.
EBITDA was also up (+30%) on the same period in 2003, when a figure of EUR 25.7
million was recorded, thanks to the reduction in operating costs, and especially sales
and marketing costs. The quarter has registered a strong increase of the profitability
(+35% like-for-like) in spite of the change in the consolidation area.
Depreciation, amortisation and provisions totalled EUR 53.0 million, compared with
EUR 105.3 million in the same quarter of 2003. This decline, which was achieved
despite greater investment, is mainly due to the major depreciations carried out during
the fourth quarter 2003. The figure is also affected by the lower goodwill amortisation,
following a review of its residual useful life and the harmonisation of depreciation rates
for tangible assets undertaken on 31 December 2003. The figure represents flat growth
on the EUR 57.6 million registered in 3Q04, which incorporated higher provisions.
Depreciation of tangible assets totalled EUR 17.1 million in the last quarter of the year,
while amortisation of intangible assets came to EUR 28.9 million, of which EUR 13
million related to goodwill.
The loss at EBIT level was EUR 19.6 million, compared with losses of EUR 77.7 million
in the prior-year quarter and EUR 31.8 million in the previous quarter.
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The group’s pre-tax (EBT) loss was EUR 56.1 million in the quarter, down (-30%) on
the pre-tax loss of EUR 80.3 million booked in the fourth quarter of 2003.

Financial resources and debt: cash flow generation target achieved
For the first time since its incorporation, the Tiscali Group recorded positive cash flows
— EUR 7.9 million excluding extraordinaries linked to the Belgian disposal (EUR 19
million) and the 5% increase in company capital (EUR 45.9 million net) concluded in
December 2004, which together would take cash flows in the quarter to EUR 72.8
million.
This marked improvement in the Group’s cash flows relative to both the same quarter
of 2003 (when cash flows were a negative EUR 45 million) and the previous quarter of
2004 (negative cash flows of EUR 37.3 million) is a reflection of its improved operating
performance and better working capital management.
In the last quarter of 2004, the cash out related to the investment activities is EUR 19
million.
Financial charges generated a cash out at EUR 4.5 million in the quarter, were broadly
in line with the same quarter of 2003 (corresponding to quarterly interest on bonds
maturing in July 2005) but lower than the financial charges booked in the third quarter,
since these included annual interest paid on bonds that matured in July 2004 and
those maturing in September 2006.
At the full-year close, the Tiscali group had liquid financial assets of EUR 204.0 million,
while net debt, exclusive of leasing and other payables, stood at EUR 317.3 million.
The table below, which sets out the Group’s cash and debt position at 31 December
2004 and movements relative to preceding quarters, shows clearly the changes since
31 December 2003, specifically the reduction in receivables and the escrow account,
the repayment of the remaining part of the bonds maturing in 2004, and the receipt of
part of the proceeds raised on the disposal of non-core assets (around EUR 45
million).
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December 31, 2003

September 30, 2004

December 31, 2004

Cash

€ million

203.5

57.6

128.5

Other financial assets

129.0

75.7

75.5

Escrow account

51.8

29.1

25.8

Tax receivables and other assets

77.2

46.6

49.7
204.0

of which

332.5

133.3

FRNs 2004

Total cash and other financial assets

80.3

-

-

FRNs 2005

250.0

250.0

250.0

Convertible 2006

209.5

209.5

209.5

Others

0.8

0.4

0.4

540.6

459.9

459.9

Long Term Loans

33.5

32.0

36.5

Bank overdrafts and S/T lines

38.0

23.8

24.9

Total bank debt

71.5

55.8

61.4

Leasing

43.5

49.2

41.5

Total financial debt

655.6

564.9

562.8

Net Financial debt 1 (without leasing)

279.6

382.4

317.3

Net Financial debt 2

323.1

431.6

358.8

Total bonds

Effects of the sale of non-core assets announced in fourth quarter 2004
In the last quarter of 2004, Tiscali sold its South African mobile telephony business and
its subsidiary Tiscali Belgium for EUR 5.3 million and EUR 19 million, respectively.
These disposals, together with those concluded in the previous quarter (sale of the
Austrian, Norwegian, Swedish and South African subsidiaries), brought in 13% of the
Group’s total revenues and 12% of its EBITDA for the year ended 31 December 2004.
This corresponds to around 10% of ADSL customers and around 9% of dial-up
customers.
Capital increase subscribed by Société Générale
The partial execution of the resolution to increase the company’s capital approved at
the General Meeting of Shareholders held in June 2004, on 30 December 2004
Société Générale subscribed for 18.4 million newly issued Tiscali shares to a total
value of EUR 50 million.ù
The subscription price per share was EUR 2.721, equivalent to 95.94% of the “official
price” recorded on the Nuovo Mercato on 28 December 2004.
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Since the announcement of the Tiscali group’s refinancing plan last August, the capital
increase takes total funds raised to EUR 170 million.
Results for the year ended 31 December 2004
Total revenues for the year ended 31 December 2004 came to EUR 1,075.3 million, an
increase of 19% on the same period of 2003 in absolute terms and a 23% growth
assuming a same group structure.
Internet access revenues were 19% higher at EUR 730.4 million, up from EUR 612.9
million in 2003, and equal to 68% of total revenues.
Business service revenues for full-year 2004 amounted to EUR 203.1 million, up 26%
on 2003 thanks to the group’s expanded portfolio of products and services.
Voice services were 25% higher than in 2003, at EUR 88.3 million, demonstrating the
strategic value of this range of products, which can be offered to both business and
domestic customers as a complement to their internet services package.
Portal revenues contributed 4% to the total and came out at EUR 47.2 million, down
3% on 2003, mainly because of the Group’s decision to refocus its activities on core
countries where advertising revenues are rising.
Gross profit for the full year was EUR 475.6 million, equivalent to 44% of total
revenues. This represents a rise of 5% on 2003, when gross margin was 51%. This
figure was affected by the greater weighting of lower-margin ADSL services, mainly the
wholesale services.
Marketing costs, at EUR 120.9 million, absorbed 11% of revenues and were lower
than the FY03 figure both in absolute terms (-14%) and as a percentage of revenues
(16% in 2003). This lesser burden of marketing costs reflects a revision of marketing
investments and their redistribution over the year.
Personnel costs were up by 10%, rising from EUR 142.1 million in FY03 to EUR
156.6 million in FY04. As a proportion of total revenues, personnel costs came out at
15%, compared with 16% in 2003.
G&A costs absorbed 8% of revenues and were 8% lower than in 2003, dipping from
EUR 98.3 million (11% of revenues) at 31 December 2003 to EUR 90.8 million (8% of
revenues) at 31 December 2004.
EBITDA at the 2004 close, come out at EUR 107.3 million, a marked improvement on
the EUR 74.7 million booked in 2003 (+44% in absolute terms).
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The Group made an EBIT loss of EUR 117.9 million, although this was a 48%
improvement on the loss of EUR 228.9 million posted the previous year.
The company also posted a pre-tax loss in 2004, although the full-year figure of EUR
224.4 million was a significant improvement on the loss of EUR 295.6 recorded in
FY03. The result has been affected by significant extraordinary items, the income
raised on the sale of some subsidiaries, plus an extraordinary loss incurred on the sale
of the Swiss subsidiary as well as extraordinary loss due to the process of
rationalisation deriving from the strategic plan carried out during 2004.
Thanks to the strong business performance and the booking of deferred tax assets of
EUR 57.4 million, the company posted a sharp improvement (30%) in its bottom line
figure for the year 2004. The Group made a net loss of EUR 170.0 million, a significant
improvement on the loss of EUR 245.9 million posted in 2003 with EUR 51.6 million of
active differed taxes.

Significant events since the end of the quarter
With effect from 1 January 2005, all Tiscali businesses operating in Italy were
transferred to Tiscali Italia Srl. These included the consumer, business, media and
technology activities and Italian network infrastructure, plus the related human
resources, and licenses and authorisations to provide telecoms and internet services in
Italy.
Also on 1 January 2005, all head office functions and services carried out on behalf of
the group were transferred to Tiscali Service Srl, which will manage information
technology and media development activities relating to new products for the entire
Tiscali group.
Both companies are wholly owned and directly controlled by Tiscali SpA.
The aim of the transfers was to streamline and optimise the group’s structure and
operations. In addition, the formal separation of corporate functions from the Italian
operating activities will provide a clearer representation of the business and financial
situation of the different functions.
On 17 January 2005, the South African competition authority gave approved the sale
of South African subsidiary Tiscali Pty Limited to MBWEB Holdings (Pty), announced
on 20 August last year, for a total consideration of around EUR 40 million.
On 12 January, the competition authority had also approved the sale of Tiscali’s South
African mobile telephony business to Vodacom Service Provider Company Ltd,
announced on 19 October last year, for a consideration of EUR 5.3 million.
On 1 February 2005, the group sold its Danish subsidiary Tiscali Denmark A/S to
Tele2 A/S (the Tele2 AB group’s Danish company) for a total consideration of EUR
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20.7 million in cash, taking the proceeds so far raised by the programme of disposals to
in excess of EUR 120 million.
This press release contains certain forward-looking statements based on current
expectations and projections in relation to future events. These forward-looking
statements may be affected by known or unknown risks, uncertain events and cautious
assumptions. This press release also contains unaudited pro-forma data.
Tiscali does not undertake to publish updates or modify any forward-looking statements,
either to provide new information or in response to future events or other circumstances.
In light of the aforementioned risks, uncertainties and assumptions, the forward-looking
statements contained in this press release may not come to fruition. Any statement
relating to past performance or activities should not be considered a guarantee of future
performance or of such activities continuing in the future.
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