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IShare buyback - mechanics swisscom

Different share buyback mechanics possible ...

Goals

Accretion Speed Flexibility = Transparency
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‘ ... our goals are best achieved with 2nd line
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Put option structure versus 2nd trading line

| Put | 2nd trading line
» Premium delivers cash yield = No cash component but higher
= But cash yield in hindsight accretion
generally not reflected = Flexible structure in terms of

B = Asmaller SBB volume (in % of pricing, timing, volumes
Characteristics outstanding capital) leads to

. = Fully transparent for every
lower value of premium

R investor at any point in time
- less attractive since cost

becomes relatively high = Technical support to share price
= Swisscom (CHF 4.3bn, 2002) " Novartis (CHF 4bn)
Precedents = Zellweger Luwa (CHF 21mm, = UBS (CHF 6bn)
2002) = Ciba SC (CHF 0.7bn)

= Baloise (CHF 292mm, 2001)
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Mechanics of 2nd trading line

Share buybacks (with cancellation) are considered as “partial liquidation”
by tax authorities in Switzerland

= Swiss withholding tax needs to be deducted
= sellers need to be identified
= therefore separate trading line necessary

- -

2nd trading line features Trading on 2nd line
= Only 1 buyer = Swisscom = Small premium compared to 1st line
" Sellers 2 those who actively choose = Volumes normally smaller than on 1st

2nd trading line
= Separate security number (ticket
code)

= Same level of transparency on

trading information systems as for = Government participation:
normal trading on 1st line “Government intends to participate”

line
= Daily volumes on 2nd line can vary
substantially
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Share buyback - taxes

Swiss
institutional

swisscom

Foreign
investor

Swiss
private investor

35% of buyback
price minus nominal
value of CHF
1/share

fully reclaimable

inve

35% of buyback
price minus nominal
value of CHF
1/share

fully reclaimable

35% of buyback
price minus nominal
value of CHF 1/share

bilateral tax treaty
determines what
can be reclaimed

on purchase price
minus nominal
value of CHF
1/share

on purchase price
minus Investor’s
book value

depending on local
tax law



A tax example for different types of investors

Swiss

Swiss Foreign

(in CHF) ig\r/';':ttgr institutional investor investor

Initial purchase price /

book value 380 380 380
Buyback price 420 420 420
Capital gain 40 40 40
privileged Inst.  Corporations ~ UKandUs  other
Tax 1st line 0 0 x% on 40 x% on 40 x% on 40
(income tax only)
Tax 2nd line
- withholding tax 35% on 419 35% on 419 35% on 419 35% on 419 35% on 419
(reclaimable) (reclaimable) (reclaimable) (20%-points reclaimable)  (x%-points reclaimable)
- income tax X% on 419 0 X% on 40 X% on 40 X% on 40



Accretion effect

swisscom

- Assuming Government participates proportionately with current stake of 62.7%

- Assuming an average buyback price of (in CHF)

Number of shares (in mm)
of which Freefloat
of which Government

EPS 2003 (in CHF)

420

-4.8 61.4
-1.8 22.9
-3.0 38.5
7.8% 25.5
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Cautionary statement
regarding forward-looking statements

"This communication contains statements that constitute "forward-looking statements". In this
communication, such forward-looking statements include, without limitation, statements relating to our
financial condition, results of operations and business and certain of our strategic plans and objectives.

Because these forward-looking statements are subject to risks and uncertainties, actual future results
may differ materially from those expressed in or implied by the statements. Many of these risks and
uncertainties relate to factors which are beyond Swisscom’s ability to control or estimate precisely, such
as future market conditions, currency fluctuations, the behaviour of other market participants, the actions
of governmental regulators and other risk factors detailed in Swisscom’s past and future filings and
reports filed with SWX Swiss Exchange and the U.S. Securities and Exchange Commission and posted
on our websites.

Readers are cautioned not to put undue reliance on forward-looking statements, which speak only of the
date of this communication.

Swisscom disclaims any intention or obligation to update and revise any forward-looking statements,
whether as a result of new information, future events or otherwise.”



