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Swisscom rejects Competition Commission's charges

The secretariat of the Competition Commission has asked Swisscom Mobile to state its
position on a proposal to impose a sanction on the company within the context of the
current investigation into termination rates in the mobile communications market. In
its draft partial ruling, the secretariat has recommended that Swisscom Mobile pay a
sanction of around CHF 489 miillion for its alleged misuse of termination rates in the
period from 1 April 2004 to 31 May 2005. Swisscom Mobile rejects the allegation of
misuse and views the threatened sanction as unjustified. Swisscom now has an
opportunity to state the reasons behind its position. The Competition Commission's
final decision can be contested by lodging an appeal with the Appeals Commission for
Competition Matters and, in the final instance, with the Federal Court.

In October 2002 the Competition Commission launched an investigation into termination rates
charged by the three Swiss mobile carriers. Termination rates are the fees mobile network
operators charge for routing calls from other operators into their networks. In its draft ruling,
the secretariat of the Competition Commission took the view that, while all Swiss mobile
carriers had a monopoly on incoming calls within their network, only Swisscom Mobile misused
its dominant position on the market in the period between 1 April 2004 to 31 May 2005 (the
date on which Swisscom Mobile reduced its termination fees) by demanding excessively high
termination fees.

The threatened sanction is now to be incorporated in a partial ruling. However, the investigation
into the period following Swisscom Mobile's reduction of fees on 1 June 2005 is to be
continued and will also cover the other Swiss mobile carriers.

Swisscom rejects the charges made by the Competition Commission secretariat in its draft ruling
and opposes the sanction on the grounds that it is unjustified. Swisscom Mobile does not hold a
dominant position in the Swiss mobile communications market, nor can it be accused of misuse.
Swisscom will defend its stance against the proposed ruling, among other things for the
following reasons:

e For years Swisscom Mobile has been charging the lowest mobile termination fees of any
Swiss mobile carrier.

e Swisscom Mobile does not derive any benefits from termination fees imposed on other
mobile carriers. On the contrary: for years it has been making net payments to its
competitors, Sunrise and Orange, on account of the lower price and higher outgoing
call volumes.

e The Competition Commission classifies only Swisscom Mobile as having a dominant
position in the market. However, this is inconsistent within the European context, where
all providers (or none) were assumed to have a dominant market position on the basis
of call termination in their network. As far as is evident, no sanction has ever been
decided on.

e A sanction is not permissible if it is not foreseeable. Swisscom Mobile could not and
cannot estimate the price level that the Competition Commission regards as non-
discriminatory. To date, no legally valid decision has been made regarding the market
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limit for termination fees, nor are there any indications of the criteria by which a non-
discriminatory price is to be measured.

e Taking into account location-specific costs and purchasing power, Swisscom Mobile's mobile
termination fees are within the European average. Liberalisation of the Swiss telecoms market
was initiated years later than the market within the EU.

Swisscom has only received the part of the Competition Commission secretariat's draft ruling
that relates to the sanctions, however not the complete draft. The text issued by the
Competition Commission secretariat is the draft of a partial ruling concerning a specific period.
Unfortunately, the secretariat does not appear to take into consideration Swisscom Mobile's full
account of the first draft ruling, and has not ruled out the possibility of increasing the sanction
at a later stage.

The company will outline its arguments to the Competition Commission in detail on 22 May
2006 and reserves the right to contest the Commission's ruling, should it take the present form,
by lodging an appeal with the Appeals Commission for Competition Matters and, in the final
instance, with the Federal Court should this prove necessary.

Swisscom will review the potential impact of the draft ruling on its 2006 operating results.
Depending on the outcome, provisions may have to be set aside, with the resultant negative
effect on net income for 2006. The timing of any payment depends on a legal decision and is
subject to a possible appeal by Swisscom.
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