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Imagery

Is Swisscom a David among Goliaths? Or a giant among dwarves? The answer: both.
Measured on the basis of our financial figures and traffic statistics as well as our
proud tradition of social responsibility, Swisscom is and remains a major fixture on
the Swiss landscape: an integral part of the community and the economy. A few
statistics illustrate this point: almost four million mobile customers and over three
million fixed-network customers, revenues of CHF 10 billion, the eighth-largest em-
ployer in Switzerland, some 900 apprentices, and annual orders that contribute well
over a billion francs to the domestic economy.

If we compare Swisscom on an international scale, however, the picture is very dif-
ferent. For Swisscom, venturing over the border is akin to the exploits of Jonathan
Swift's Gulliver, when he traveled from Lilliput to the land of giants. By way of
comparison, Vodafone (Swisscom Mobile’s partner) boasts over 125 million mobile
subscribers; and China Telecom has a potential customer base of over one billion.
With our handful of activities in Europe, we are a dwarf by global standards.

Only our financial strength is a significant factor in international terms: we have one
of the soundest balance sheets of all major telecoms companies in Europe.

“Size" is the theme of the imagery used throughout this Annual Report.
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Highlights in 2003

January
The SMS boom reaches a new high, with close to 30 million SMS messages sent over
the Swisscom Mobile network over the New Year period.

February

Swisscom provides the infrastructure for the Alpine World Ski Championships in
St. Moritz. At the same time, Swisscom Broadcast launches a pilot trial with digital
TV (DVB-T) in the Engadine.

March

Swisscom establishes a new subsidiary, Swisscom Eurospot. The company specializes
in the installation and operation of WLANs (Wireless Local Area Networks) in busy
public locations across Europe such as hotels, airports and congress centers, provid-
ing WLAN customers with broadband wireless access to the Internet.

Swiss mobile communications celebrates an anniversary: ten years ago, on March 1,
1993, the former Telecom PTT commissioned the NATEL® D mobile network. Since
then, the number of mobile subscribers in Switzerland has risen to over five million.

April

Swiss market leader in telecommunications stays on the ball: Swisscom becomes
official sponsor of the Swiss Football Association and the Swiss national football
teams. In addition, Swisscom Fixnet acquires the titular rights to the popular Swiss
Football Cup, now called the Swisscom Cup.

May

Swisscom offers unions an extension of the existing collective employment agree-
ment and social plan for another two years until the end of 2005. By so doing,

the Group sends a positive signal to social partners and underlines its responsibility
as a major Swiss employer. The collective employment agreement covers some
16,500 employees (approximately 14,000 FTEs).



An overview of 2003

June

Internet for Schools: the primary school in Nussbaumen (Canton of Thurgau)
becomes the 2,000" Swiss school to acquire free broadband access to the World
Wide Web. The aim of the Swisscom initiative is to connect all of Switzerland'’s
5,000 or so schools by the end of 2006.

July

Bridging the post-apprenticeship gap: Swisscom bridges the gap between appren-
ticeship training and permanent employment by offering a six-month fixed-term
contract to apprentices who are due to complete their apprenticeship with the
Group in the summer of 2003 but have not yet found employment.

August
Demand for broadband Internet access remains high: Bluewin registers its 200,000*
ADSL customer. ADSL technology enables fast Internet access over the telephone cable.

September
Swisscom presents the mobile office and ADSL for SMEs at the Orbit/Comdex trade
fair in Basle. Swisscom Directories launches an online address book.

October

ITU Telecom World 2003, the most important trade fair for the latest trends in
telecommunications, opens in Geneva. Under the motto “Communications for
Switzerland”, Swisscom showcases innovations such as a new solution for secure,
seamless handover between different mobile networks.

November

Swisscom Mobile launches Vodafone live! on the Swiss market. The new portal for
mobile phones delivers multimedia applications such as games, camera, entertain-
ment and information services.

December

Swisscom Fixnet announces a plan to double the current ADSL bandwidth for resi-
dential customers from February 2004. In addition, an offering with 2,400/200 kbps
(download/upload) is to be launched.

Swisscom subsidiary Billag acquires T-Systems Card Services AG, thereby gaining

a leading position in Switzerland as a provider of third-party billing services. With
a workforce of 137, T-Systems Card Services AG develops customer loyalty concepts
based on customer cards and is also responsible for billing customer cards.



Key figures at a glance

In CHF millions, except where indicated 2002 2003

Swisscom Group

Net revenue 14 526 14 581
Operating income before one-time items,

depreciation and amortization (EBITDA) " 4413 4 641
As percentage of net revenue % 30.4 31.8
Operating income (EBIT) before one-time items " 2 408 2716
Impairment of goodwill (702) (280)
Operating income (EBIT) 1706 2 436
Net income 824 1569
Shareholders’ equity 7 299 7 669
Equity ratio ? % 43.0 46.4
Number of full-time equivalent employees (FTEs) at end of period 34 FTE 20 470 19 207
Average number of full-time equivalent employees 5 FTE 20910 19 804
Revenue per employee In CHF thousands 695 736
EBITDA per employee In CHF thousands 211 234
Net cash provided by operating activities 3785 4732
Equity free cash flow ® 1119 2913
Capital expenditure 1222 1213
Net debt (net funds) 7 642 (1 492)

Swisscom AG

Net income 2724 1154
Shareholders’ equity 5216 5 046
Dividend 794 861*
Capital reduction 530 -

Key figures per share

Weighted-average number of shares outstanding Millions 67.648 66.2
(par value CHF 9.00 and CHF 1.00 respectively)

Price per share (high/low) CHE 519/360 438.5/367
Closing price at end of period CHE 400.5 408
Net income CHF 12.18 23.7
Shareholders’ equity CHE 110.25 115.85
Gross dividend CHE 12 13*
Capital reduction CHE 8 -
Payout ratio ® % 164.19 54.85*
Market capitalization at end of period 26 514 27 011

* In accordance with the proposal of the Board of Directors to the General Meeting of Shareholders.
" Exceptional item in 2002: goodwill impairment of CHF 702 million.
Exceptional item in 2003: goodwill impairment of CHF 280 million.

2 shareholders’ equity as percentage of total assets.

3) Includes 3,299 and 3,123 debitel employees at December 31, 2002 and December 31, 2003, respectively.

4 Excluding 252 and 360 WORK_LINK employees at December 31, 2002 and December 31, 2003, respectively.

5) Excluding 218 and 295 WORK_LINK employees at December 31, 2002 and December 31, 2003, respectively.
See Note 7 of the Financial Review.

6) Definition of equity free cash flow: net cash provided by operating activities and cash flows from investing activities,
less net investment in property, plant and equipment and other intangible assets, dept repayment
(excluding finance lease obligations) and dividends to minority shareholders.

7) Definition of net debt (net funds): total debt less cash and cash equivalents, current financial assets
and financial assets from cross-border tax lease transactions.

8) Gross dividend and par value repayment as percentage of net earnings per share.
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Strong balance sheet — review of 2003

Dear Reader

Despite intense competition, we defended our market position and largely accom-
plished our objectives of further improving efficiency and reducing costs. With
stable overall revenue, Swisscom posted an operating income of CHF 4.6 billion, up
5.2 percent on the prior-year figure. Net income practically doubled year-on-year
to CHF 1.6 billion. This excellent result is primarily attributable to performance in
Swisscom’s core business activities in mobile and fixed-network communications.
Group companies Swisscom Mobile and Swisscom Fixnet remain the strongest pillars.
Our sound balance sheet — achieved at a time when the economy was generally
weak — is indicative of Swisscom’s robust health.

Our jubilation is somewhat dampened by the fact that we owe the good financial
result primarily to our tight cost management. Added to this, regulatory constraints,
which are impeding efforts to exploit new market opportunities in Switzerland,
prevented us from achieving further growth in 2003.

We once again exercised great care in managing our shareholders’ money in 2003.
Of the many participation and acquisition options examined, only one was

taken up. We aim to continue our cautious investment policy, making acquisitions
only if they are capable of adding sustainable value to the Swisscom Group.

Signs of recovery?

In the year under review the Swiss telecoms market had to contend with an on-
going economic slump. Swisscom companies in the business customer segment felt
the impact of a growing cost consciousness on the part of customers. Overall,

the demand for services dropped. By contrast, mobile communications continued to
grow and the broadband boom showed no signs of abating. Prices in the mass
market fell slightly, but came under severe pressure in the business customer seg-
ment. The Swisscom share was also affected by negative stock market performance
at the beginning of 2003, but recovered towards the end of the year to close with

a gain of 1.9 percent.



After the past few years during which investment behavior has been at times
irrational and losses correspondingly large, the European telecommunications industry
has now stabilized and is showing signs of recovery. New technologies are coming
onto the market, driving broadband expansion in the fixed network as well as

in mobile networks. We believe that current changes in the way customers commu-
nicate will have a strong influence on the market over the next few years. Swisscom
is implementing technical innovations in Switzerland and abroad: in the home
market, by continuing to offer customers modern, proven, high-quality telecoms
services; and abroad, by rolling out attractive new services aimed at acquiring new
customers.

What future developments do we anticipate?

We expect fixed network and mobile communications to converge even further in
the future. Developments in our core business over the past eighteen months lead
us to conclude that the future of wireless communications is broadband, as the as-
sociated applications are increasingly integrated into laptop and mobile equipment.
By contrast, wireline broadband communications is increasingly finding its way into
the living room, to support lifestyle elements such as music and multimedia. In
future, network operators will be able to offer a wide variety of wireless network
access technologies that complement each other and ensure maximum mobility

as well as the use of different types of terminal equipment. The successful launch of
ADSL, coupled with rapid developments in terminal equipment, provide an ideal
springboard for combining voice, Internet and TV-video services over a single con-
nection. In line with this, Swisscom designed a concept based on interactive applica-
tions such as video-on-demand, an electronic program guide and personal video
recorder functionality. This has been used to develop a Bluewin service which will
be the subject of a pilot trial with customers in 2004.

Furthermore, we expect that the growing trend among consumers towards personal
preferences and customization will impact customers’ needs. We also believe that
our customers, particularly those in the business segment, will demand even more
one-stop shopping solutions.



An overview of 2003

What lies behind our success?

In the year under review we consistently pursued and further developed our defined
strategy. Our main focus is on the home market, where we command a clear market
lead. We aim to continue offering our full range of high-quality communications
and IT services throughout Switzerland, and thereby generate added value for our
customers. In so doing we make a significant contribution to the information socie-
ty in Switzerland and remain a reliable backbone for our national economy. Our
sustained success is founded on customer satisfaction, which we secure through
high-quality and comprehensive service provision and our ability to translate new
technologies rapidly into attractive, user-friendly applications and services that offer
real benefits. Swisscom'’s inherent soundness and attractive dividend policy make
the Group an interesting prospect for investors. And for the workforce, Swisscom’s
progressive recruitment and employment conditions and outstanding social benefits
make the Group a good and fair employer.

Changes in our international business

Outside Switzerland we continued efforts launched some years ago to streamline
our portfolio, selling off Telecom FL of Liechtenstein and divesting our indirect
minority stake in Cesky Telecom. As the Annual Report went to press on March 22,
2004, negotiations were already under way concerning the sale of our German
subsidiary debitel. Geneva-based Swisscom Eurospot, founded in March 2003, has
made strong inroads in the European market for Public Wireless LAN. Working
with roaming partners, Swisscom Eurospot had already set up broadband Internet
access points at 1,500 locations in over eight countries by the end of 2003.

Can a former monopolist be innovative?

At Swisscom Innovations, an interdisciplinary team of some 160 research specialists
systematically examines technological developments for their relevance to the
Group, and develops concrete innovation proposals based on sound technical and
economic criteria. We define innovation in its widest sense as more than just a
new technical idea. The following are examples of our innovative capabilities:

—Broadband communications: in 2003 we more than doubled the number of ADSL
access lines and came out top in the battle against rival cable network providers.

—Internet for Schools: we are committed to promoting the Swiss information society
and have already provided more than 2,600 schools with free Internet access.

—UMTS: at the end of 2003 our UMTS network covered over 50 percent of the Swiss
population; Swisscom Mobile is planning to launch the first commercial UMTS services
in 2004.



—Mobile communications: in November we launched Vodafone live! with resounding
success. By the end of 2003, some 50,000 customers had subscribed to this innovative
service.

—Working-hour models: at the beginning of 2004, we introduced two innovative
working-hour models (an annual model and an age-related part-time model) at
cablex, our network construction and maintenance subsidiary.

—Vocational training: Swisscom has tailored its basic training program to meet
the needs of the information and knowledge society. Standardized learning methods
have been replaced by instruction in skill profiles increasingly determined by the
trainees themselves.

What are the risks facing Swisscom?

Since 2001, Swisscom has been practising an integral risk management policy.

An independent competence center ensures that significant risks to the Group are
identified, evaluated and managed. Alongside growing competitive pressure

and the associated price war in the fixed network and mobile telephony areas, we
believe that regulation poses the greatest risk to Swisscom. Potential risks could
also be inherent in our participations, our social partnership, the comPlan pension
plan, and developments in the business customer segment.

The last mile: an ongoing issue?

In the fall of 2003 Switzerland'’s Federal Council adopted its “message” on the
revised Telecommunications Act (FMG). Six years after successful liberalization of the
telecommunications market, the Federal Council now intends to supplement the
current legal obligation to provide interconnection, with an obligation to unbundle
the last mile. Over and above this, Swisscom as well as other providers with a tele-
coms infrastructure will be obliged to grant access to all equipment and services
which are required for the provision of telecoms services.

The proposed access obligation will significantly increase market regulation and
slow down the dynamics of the telecoms market. Under certain circumstances,
telecoms providers who do not wish to invest in their own infrastructures will bene-
fit from network providers’ investments at officially reqgulated prices. Every
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An overview of 2003

investor will then run the risk of having to comply with regulations governing
prices and other conditions. Such boundary conditions are an obstacle to investment
and innovation, and threaten to impede the information society’s sustainable
development. We therefore firmly oppose the proposal to extend the current inter-
connection regulation by introducing an obligation to grant general access.

Trimmed workforce

As a result of high pressure on costs prompted by declining demand, falling prices
and lack of growth opportunities, Swisscom was obliged to continue its program

of rigorous cost-savings and workforce reductions in 2003. At the end of the year
under review Swisscom had 19,207 full-time equivalent employees, 1,263 fewer than
in the previous year. The reductions primarily affected Swisscom Enterprise Solutions,
Swisscom Systems and Swisscom IT Services: companies active in the business customer
segment. All employees affected by the cuts are benefiting from Swisscom'’s very
extensive social plan. Employees who lose their job are assisted by Swisscom sub-
sidiary PersPec in finding new employment, and receive their full salary for 12 to 18
months. Since 1998 Swisscom has invested over CHF 2 billion in the social plan.

How sustainable are Swisscom'’s activities?

The concept of sustainability plays a key role in Swisscom’s business activities. Sus-
tainable corporate management is in the interest of all stakeholders. We define
sustainability as the ability to retain capital, where “capital” is understood to extend
to ecological resources and social values as well as cash. We are only too glad to
provide proof of our sustainability in our dealings with customers, shareholders and
employees: we manage our corporate capital carefully, strive for high eco-efficiency,
practise a transparent, open and unambiguous communication style, are committed
to our employees, and deliver countless services that benefit the economy and
society. In terms of corporate governance and our management principles, we have
set ourselves the objective of being a role model. The high quality of our sustain-
ability and corporate governance is reflected in various share indices such as the
Dow Jones Sustainability World Index and the UK’s FTSE4AGood Index.

Detailed information on corporate governance is contained in the Financial Review
(p. 71 ff). Ecological and social aspects of our sustainability are dealt with in

the “Social and Environmental Indicators 2003 supplement enclosed with this
Annual Report.
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A warm thank you!

We should like to thank our customers and shareholders for their continuing loyalty
and unwavering confidence in Swisscom, as well as our social partners for their
support and readiness to engage in dialog. Swisscom owes a very special debt of
gratitude to its employees, who have shown major commitment and loyalty during
a difficult and uncertain time. As in the past, their will to perform, their profes-
sionalism and customer-focused approach have created the basis for Swisscom’s busi-
ness success in 2003. The understanding they have shown in the face of sometimes
painful decisions deserves our special recognition.

Outlook

For 2004, we expect to see a modest improvement in the economy, but with compe-
tition remaining strong. In our core business in Switzerland, revenue from mobile
will increase marginally while revenue from the fixed network is expected to decline
slightly. Without the debitel Group, we anticipate consolidated revenue of around
CHF 10 billion and operating income before interest, tax, depreciation and amorti-
zation (EBITDA) of around CHF 4.3 billion. Capital expenditure, notably in network
infrastructure, will amount to approximately CHF 1.3 billion. Our systematic drive to
establish greater cost discipline and improve efficiency will continue.

One of our key objectives in 2004 is to enhance customer satisfaction, namely by
living up to our brand value of “respect” and focusing our whole way of thinking
and behaving on the customer. At the same time, we must press ahead with further
developing our customer management organization, optimizing business processes
and intensifying our training efforts so that by the end of 2004 all Swisscom cus-
tomers are not just satisfied customers but also enthusiastic customers.

ol 14/2;/ L,

Markus Rauh Jens Alder
Chairman of the Board of Directors Chief Executive Officer
Swisscom AG Swisscom AG
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Major holdings

International

Swisscom AG

debitel AG 93%
Infonet Services 17.7%
Corporation

Swisscom 100%

Eurospot SA

At December 31, 2003

13

Switzerland

Swisscom 100%
Broadcast AG

Swisscom Enterprise 100%
Solutions AG

Swisscom Fixnet AG 100%
Swisscom 100%
Immobilien AG

Swisscom Systems AG  100%
Swisscom Mobile AG 75%
Swisscom 71.9%
IT Services AG

Swisscom 51%
Directories AG

Billag AG 100%
Bluewin AG 100%
cablex AG 100%
Infonet Schweiz AG 90%
SICAP AG 75%
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\ Swisscom Fixnet

Swisscom Fixnet — growth of broadband
in the fixed network

In 2003 Swisscom Fixnet reported revenue of CHF 5.8 billion (-6.6 percent) and
operating income before interest, tax, depreciation and amortization (EBITDA)

of CHF 2.08 billion (+10.7 percent) in its national and international fixed network
communications business. The broadband boom continued unabated, while

the number of analog lines showed a further decline. With some 7,600 full-time
equivalent employees, Swisscom Fixnet is by far the largest company within

the Swisscom Group. It includes Swisscom subsidiaries Bluewin AG, Swisscom
Directories AG and cablex AG.

Swisscom Fixnet 2002 2003
Net revenue " 6 262 5 846
EBITDA 2 1874 2075
Employees 8010 7 657

" In CHF millions
2 Operating income before interest, tax,
depreciation and amortization in CHF millions

Broadband Broadband technology
uses the same medium to transmit
several channels.

Bandwidth Bandwidth is the number
of information units (bits) that are
transmitted per second (bit/s, kbps,
Mbps).

With over 300 providers of telecom services jostling for customers in
the Swiss market, Swisscom Fixnet successfully defended its position as
clear market leader in the year under review. The company plans, builds
and maintains the network infrastructure and sells its network services
as well as related services to residential customers, SMEs and resellers.
In 2003 Swisscom Fixnet more than doubled the number of ADSL access
lines, and Bluewin further expanded its lead in the Internet provider
market. Together with Bluewin, Swisscom Fixnet is continuing to
upgrade its broadband capacity. Swisscom Fixnet Wholesale serves 32
Internet service providers in Switzerland.

The number of analog lines continued to decline in 2003, ending the
year at 3.09 million (-2.4 percent). Growth in ISDN access levelled off.
The massive rise in ADSL and Internet connections, a clear indication of
the rapid pace of technological change, is also apparent in the fixed
network: proof that the long-predicted convergence between IT and
telecommunications is becoming a reality.

Simply in touch across borders — Swisscom Fixnet Wholesale

With its 3,300-strong workforce, Swisscom Fixnet Wholesale guaran-
tees secure network operations in Switzerland and maintains a reliable
international infrastructure. The company operates all fixed network
services and offers network services to third parties. At present, some
140 national and 200 foreign telecoms companies abroad use these
wholesale offerings. As an international network provider, Swisscom
Fixnet Wholesale is able to rely on its own European and trans-Atlantic
telecommunications network.

Using state-of-the-art network platforms and production infrastruc-
tures which are continually adapted to changing market requirements,
Swisscom Fixnet Wholesale delivers product offerings ranging from
regulated interconnection services in the voice area to leading-edge
data and leased-line services and broadband services.
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Activated ADSL accesses
Swisscom Fixnet

In thousands
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ISDN (Integrated Services Digital Net-
work) is a digital communications
network for transferring data, text,
voice, and images over the same
telephone line. There are two or
more transmission channels, allowing
users to make several calls simultane-
ously or transfer data at the same
time as they make a voice call. The
transmission speed is 64 kbps per
channel.

In the year under review, sales of broadband accesses showed a marked
upswing. By the end of 2003, Swisscom Fixnet Wholesale had around
487,000 activated ADSL access lines, up 150 percent on the previous
year. Thanks to expansion of its broadband offerings, Swisscom Fixnet
Wholesale expects the number of residential and business customers
to increase further in 2004.

The broadband business was not, however, able to fully offset the drop
in voice and data revenue. Swisscom Fixnet Wholesale aims to increase
efficiency even further and trim costs.

Satisfied customers

As Switzerland'’s leading provider of telecoms products and services for
residential customers as well as small and medium-sized enterprises
(SMEs), Swisscom Fixnet boasts a customer base of 3.2 million, including
some 250,000 in the SME segment. Since the beginning of 2004 Swisscom
Fixnet has been providing an additional 46,000 business customers
with standard solutions previously delivered by Swisscom Enterprise
Solutions. With its motto, “Simply in touch”, Swisscom Fixnet aims to
offer connections that create lasting customer loyalty.

The uppermost maxim of Swisscom Fixnet is customer satisfaction.
Efforts to enhance customer focus are bearing fruit, with Swisscom Fixnet
receiving good ratings in a number of customer satisfaction surveys.

In April 2003, Swisscom Fixnet launched its “Weekend call International”
service, allowing customers to call selected European countries as well
as the USA and Canada for CHF 3 an hour. Swisscom Fixnet also devel-
oped its “Happy Weekend"” service aimed especially at young people,
and introduced attractive new ADSL offerings for frequent Internet users.

Growth in ISDN access lines slackened off following strong promotion
of ADSL. However, market studies show that ISDN still offers growth
potential. Swisscom Fixnet actively promoted sales of ISDN in the year
under review, and in 2004 is aiming to continue the shift from analog
to ISDN lines with the launch of attractive offerings.
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Customer Care Center
contacts

In thousands

5618 Calls
465 Internet
(e-mail, online orders)
858 Letter
264 Fax
7 207 Total

ADSL (Asymmetric Digital Subscriber
Line) is a broadband data transmis-
sion technology that uses the
existing residential telephone cable
to provide access to the data net-
work. A filter separates voice from
data, enabling users to use the
telephone and surf the Internet at
the same time. The transmission
speed varies, depending on the
service category, from 600/100 kbps
to 2400/200 kbps.
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Swisscom Fixnet posted stable customer numbers in 2003 and held
onto its strong position in the SME market. SMEs benefit from compre-
hensive customer advice on all aspects of telecommunications, from
telephony, Internet and data transmission to mobile communications
and private branch exchanges (PBXs). Working with partners such

as the Swiss Electrical Buyers’ Association (eev) and the Association of
Swiss Electrical Installation Companies (VSEI) and with a total of 3,857
specialist outlets, Swisscom Fixnet offers customers a one-stop solution
to all their needs.

Record year for Swisscom Shops

Swisscom operates 76 Swisscom Shops and five franchise shops across
Switzerland. Over the next few years the chain will be expanded to
around 120 shops through franchise partnerships. Some five million
customers visited these popular points of sale in 2003. The undimin-
ished demand for shops that not only sell products and services but
also provide advice led to lengthy waiting times. Swisscom intends to
redress the problem in 2004. The Swisscom online shop is enjoying
increasing popularity. More and more customers are also beginning
to appreciate services such as billing over the Internet (ePayment) or
personal cost monitoring.

Customer contact by telephone, e-mail or post

Since the beginning of 2003, Swisscom Fixnet's customer care service
has been undergoing a transformation from a dedicated service or-
ganization to a sales and service organization. In addition to providing
advice and carrying out customer requests such as changes of address,
the Customer Care Service Center now also sells products. Employees
manning the call centers actively offer callers interesting solutions such
as ADSL.

The main task of the center, however, remains the fielding of some

5.5 million calls a year, of which, in 2003, some three million were to
the freephone number 0800 800 800 (for residential and small business
customers) and around one million each to the number 175 (fault
reporting service) and the Bluewin customer service. Call center agents
also responded to around 1.5 million written enquiries (by e-mail, fax
or letter).

17



Bluewin: Access customers

In thousands
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Operator services and payphone services

The national directory enquiries service and operator services for

the visually impaired and hard of hearing are part of Swisscom’s basic
service provision mandate. In addition, Swisscom Fixnet's operator
services offer conference call and call center services for third parties
such as the federal administration. While overall demand for direc-
tory enquiry services dropped by some ten percent (as in the previous
year), Swisscom Fixnet was able to hold onto market share. Following
the launch of the navigation service — a simple means of obtaining
directions to a selected location — other operator-assisted information
services are scheduled for introduction in the course of 2004.

Some 60 percent of the 8,600 public payphones operated by Swisscom
Fixnet are a core element of basic service provision. In response to
customer needs, Swisscom Fixnet is planning to re-install more dual
card-and-coin-operated payphones. All dual payphones also accept
euro coins. Added to this, some 26,000 dual payphones rented or sold
to private operators (for example, hotels, restaurants and companies)
are currently in operation.

Bluewin leads the broadband market

With around 670,000 dial-up customers (using dial-up modems) and
over 270,000 broadband customers, Bluewin remains by far the leading
Internet service provider in Switzerland. In the year under review the
company defended its 49 percent market share in the Internet access
business, and succeeded in increasing its share of the broadband com-
munications market. Thanks to an intensive and innovative marketing
and acquisition strategy which included, among other things, com-
bined WLAN offerings with Swisscom Mobile, the number of broadband
accesses grew by 151 percent within a year. In 2003 dial-up customers
clocked up 4.7 billion minutes, while the number of pageviews rose to
from 1.13 billion to 1.3 billion.

To address the rapid spread of broadband Internet access, Bluewin
intends to focus increasingly on customer-driven offerings such as secu-
rity packages, e-mail services, and broadband content and services.

In 2003 Bluewin launched a platform for PC games as well as a video
and voice chat solution.

In conjunction with Microsoft, Bluewin will once more break new
ground in the summer of 2004, when it conducts a three-month trial
that will allow customers with a set-top box to receive television
content via ADSL.
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Revenue structure
Swisscom Fixnet
(excl. Wholesale)

%

10.9 Local and national
long-distance traffic
10.6 Fixed-to-mobile traffic
4.3 Internet traffic
5.4 International traffic
6.6 Other traffic (business lines)
45.8 Connection charges
16.3 Other revenues

\ Swisscom Fixnet

Swisscom Directories — the key source for address data

With its 280 employees, Swisscom Directories AG manages telephone
customer data and publishes electronic and printed directories con-
taining over six million residential and business entries. In the year under
review the company, in which Swisscom Fixnet holds a 51 percent
stake, launched several new products. These included the Directories
CD, Directories ETV address book, ETV Access and a product directory
on www.theyellowpages.ch. In the summer Swisscom Directories laun-
ched its new Internet portal www.directories.ch.

Telephone directories remain the company’s main source of revenue.
The online products and online advertising businesses also performed
well in the year under review. Internet directories, financed by
advertising, offer major potential: www.theyellowpages.ch and
www.whitepages.ch are among the most frequently visited websites
in Switzerland.

cablex AG - on track

cablex AG, a fully-owned subsidiary of Swisscom Fixnet founded in
2001, is responsible for the construction and maintenance of Swisscom’s
cable networks. The company’s second year in business was dominated
by restructuring measures to address the special requirements of the
network construction business. These represent an important step in
the company’s move to enhance competitiveness.

Sale of Telecom FL

In the year under review Swisscom Fixnet sold its subsidiary Telecom FL
to Liechtenstein TeleNet (LTN) AG. The mobile communications business
was spun off from Telecom FL and transferred, along with the license,
to Swisscom Mobile AG (its hitherto partner). Swisscom Fixnet will
continue to deliver services to Liechtenstein TeleNet (LTN) AG on a con-
tractual basis.

Outlook

High priority will continue to be given to enhancing customer satisfac-
tion in 2004. Further improvements are planned for call centers and
Swisscom Shops with a view to achieving greater efficiency and a more
consistent customer focus. Continuing growth in broadband ADSL

will secure the future of the fixed network.
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Swisscom Mobile — further increase
in revenue and customer base

In 2003 Swisscom Mobile made additional gains in a fiercely competitive market,
expanding its customer base by 191,125 to 3.8 million. The 2,418-strong workforce
generated revenue of CHF 4.1 billion (+0.7 percent), with operating income before
interest, tax, depreciation and amortization (EBITDA) amounting to CHF 2 billion
(+0.5 percent). Two thirds of all mobile subscribers in Switzerland are Swisscom
Mobile customers.

Despite clear signs of saturation, the mobile market continues to grow,

Swisscom Mobile 2002 2003

Net revenue » 4112 4140  with new opportunities opening up in data transmission and in the
EBITDA 2 1974 1984 pusiness customer segment. The year under review saw a sharp rise in
Customers 3604 875 3796 000 . .

. demand for data services, with the number of SMS messages trans-
mployees 2 358 2418

mitted rising by 11.9 percent to 1.8 billion. Over the 2003/2004 New
Year period alone, Swisscom Mobile customers sent 32 million SMS
messages. The high demand for attractive services is also reflected in
Swisscom Mobile’s successful rollout of the Vodafone live! multimedia
portal in November 2003. Swisscom Mobile’s innovative capability is an
important weapon in the battle for market share. In the fall of 2003,
the market leader unveiled a world first at the ITU Telecom World exhi-
bition in Geneva: seamless handover between PWLAN, UMTS and GPRS.

" In CHF millions
2 Operating income before interest, tax,
depreciation and amortization in CHF millions

GSM (Global System for Mobile Com-
munications) is a digital mobile stan-
dard which, in addition to voice and
data transmission, also enables ser-
vices such as SMS messaging and calls
to and from abroad using interna-
tional roaming.

GRPS (General Packet Radio Services)
significantly increases the transmis-
sion rate in GSM mobile networks.
Currently, GPRS enables speeds of 30
to 40 kbps. GPRS is ideal for WAP
services, infotainment as well as
sending and receiving e-mails. GPRS
connections are billed by volume
rather than time.

Customer satisfaction high, migration rates low

Following on from its success in 2002, Swisscom Mobile acquired an
additional 191,125 customers in 2003. The company also succeeded

in keeping customer migration rates low, thanks to an attractive prod-
uct portfolio, good customer service and its leader role in launching
new technologies. In customer satisfaction surveys, Swisscom Mobile
regularly scored a significantly higher rating than its competitors.

At the end of 2003 the number of Swisscom Mobile customers totaled
3.8 million, of which 2.4 million postpaid and 1.4 million prepaid.
Average monthly revenue per customer dropped by 4.7 percent to
CHF 81 as a consequence of a price war in the business customer
segment and the switching by residential customers to lower-priced
Swisscom Mobile subscriptions. Swisscom Mobile has adjusted its
strategy to address these market changes and, since the end of 2003,
has been stepping up advertising efforts to promote voice tele-
phony and SMS messaging.
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Customers

Number

1409 384 NATEL® easy
1255 715 NATEL® swiss
543 799 NATEL® budget
224 694 NATEL® international
180 706 Corporate Products
117 665 NATEL® CMN global
63 957 NATEL® business
3795 920 Total

PWLAN (Public Wireless Local Area
Network) covers several wireless
transmission technologies and data
access procedures. Users require

a laptop or Pocket PC and a WLAN
card, as well as access rights via
Swisscom Mobile (in Switzerland)
or Swisscom Eurospot (in western
Europe).

Transmission speeds up to 2 Mbps
are possible. Since a separate,

industry-standard WLAN card is used,

there is no need to connect
the laptop over a mobile phone.
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Excellent network coverage

Network quality is one of Swisscom Mobile’s main strengths. The com-
pany’s business success is based on the GSM network that affords virtu-
ally nationwide coverage. In a study published in the spring of 2003
by the Federal Office for Communications that highlighted the major
differences in provider coverage, Swisscom Mobile came out clearly in
the lead. Digital mobile standards GSM and GPRS, together with

the new broadband technology, make up the technology mix from
which the Swiss economy and population can benefit in the form of
narrowband and broadband services of increasingly high quality.

In the year under review, significant expansions were made to the
Public Wireless LAN (PWLAN) network for high-speed mobile access to
Internet and e-mail services. By year-end, PWLAN was available at more
than 350 so-called Hotspots, including strategically important locations
such as the Geneva exhibition center and Zurich and Geneva airports.
Expansion of the UMTS network — another element in the technology
mix — is proceeding according to plan. In May 2003 Swisscom Mobile’s
UMTS network already covered over 50 percent of the Swiss popula-
tion, and Swisscom Mobile was the first Swiss provider to unveil live
applications based on UMTS. Since mid-2003, selected customers and
employees have been using UMTS on a trial basis, and commercial oper-
ations are scheduled for launch in the course of 2004. The new mobile
standard will primarily find application in messaging, mobile intranet
access and video services. GSM and GPRS will continue to be used in
parallel for nationwide service provision and as ideal technologies for
voice traffic.

Seamless handover between networks

Be it for e-mails, contacts, appointments, corporate applications or
infotainment, the trend is increasingly towards mobile broadband ap-
plications which are only available in fixed workstations at present.
Swisscom Mobile already has plans to implement mobile broadband
access in 2004. The prerequisites for this are high-speed broadband
networks such as UMTS and PWLAN, PC cards that support these technolo-
gies, and seamless handover between networks. At the 2003 ITU
Telecom World exhibition in October, Swisscom Mobile showcased the
world’s first secure handover between PWLAN and UMTS based on its
own software, developed in-house. A combined PC card for GPRS, UMTS
and WLAN will be available along with the requisite software in 2004.
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Data as percentage of revenue

00 01 02 03

UMTS (Universal Mobile Telecommu-
nications System) is a further devel-
opment of GSM and complements
GSM and Public Wireless LAN cover-
age in urban areas of Switzerland.
Data can be transferred at speeds of
up to 384 kbps, making it possible,
for example, to transmit short
videos.

MMS (Multimedia Messaging Service)
MMS is a short message service (SMS)
that incorporates images and sound.
While an SMS message is limited to
160 characters, an MMS message can
contain an unlimited number of
characters plus sound and images.

Besides these technical components, the success of the mobile broad-
band access business depends on a reasonable, standardized price
structure. Swisscom Mobile expects that the growing use and accept-
ance of data applications in the mass market will lead to a harmoniza-
tion of GPRS, UMTS, and WLAN price models.

Vodafone live! — colorful and user-friendly

Building on Vodafone technology, Swisscom Mobile further developed
the Vodafone live! product and launched it on the Swiss market in
November 2003. Vodafone live! is a colorful interactive multimedia
world for mobile telephones, combining games console, camera and
photo album, entertainment and information center in a single device.
By the end of the year, the portal had attracted arround 50,000 customers.
This corresponds to 2.1 percent of Swisscom Mobile’s postpaid cus-
tomers. Since March 2004 Vodafone live! has also been available to
prepaid customers. And from fall 2004, UMTS applications such as video
broadcasts will also be on offer. Vodafone live! owes its success to

a combination of first-class mobile phones and easy-to-follow user
instructions.

Vodafone Plc owns a 25 percent stake in Swisscom Mobile. The use

of Vodafone products is one of the many advantages of this strategic
partnership with the world’s largest mobile provider. Additionally,
Swisscom Mobile benefits from significant economies of scale in terms
of purchasing infrastructure services and handsets, as well as inter-
national call termination.

Demand for mobile data solutions on the rise

The trend towards mobile services continues unabated. For people on
the move, Swisscom Mobile offers products and services tailored to
different user groups. More and more companies whose business is
heavily reliant on field personnel are equipping their employees with
mobile data communications equipment based on applications such
as Corporate Office Access. This solution allows mobile employees to
connect to their corporate intranet and access company data and
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applications (logistics, service, and distribution data etc.) over a secure
GPRS link. Users of BlackBerry® are “always on”, i.e. permanently
connected with their mail server via GPRS. Since June 2003, Swisscom
Mobile business customers have been able to use this solution. 2003
saw a significant year-on-year rise in the use of GPRS-based applications
by business and residential customers. GPRS has also been available

for prepaid products since November 2003. Among other things, this
allows prepaid customers to transmit MMS messages and enables

much faster access to other mobile data services. These new services
are enjoying very high growth rates.

Outlook

Building on its strengths of high-quality services and outstanding
innovative capabilities, Swisscom Mobile is looking to maintain its mar-
ket leadership in 2004. Swisscom Mobile is committed to defending
market share and increasing revenue even further through a broad-
based offensive to promote new products, coupled with measures to
drive up sales of existing voice and SMS products. Important milestones
have been defined for 2004, including the introduction of a mobile
broadband remote access product for laptop users, and a Vodafone
live! video release for residential customers. Swisscom Mobile also aims
to devote special attention to customer satisfaction.
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Swisscom Enterprise Solutions —
one-stop shopping

In the year under review, Swisscom Enterprise Solutions felt the impact of the
weak Swiss economy coupled with sustained pressure on prices. Revenue declined
by 9.9 percent to CHF 1,371 million. However, successful efforts to reduce costs
and optimize business processes led to a 38.1 percent increase in operating income
before interest, tax, depreciation and amortization (EBITDA) to CHF 134 million.
Since the beginning of 2004 Swisscom Enterprise Solutions has been concentrating
on its core business of delivering solutions that address the demanding communi-
cations needs of some 4,000 business customers. This will allow the company to
further expand its market position as a solutions provider.

Enterprise Solutions 2002 2003
Net revenue " 1522 1371
EBITDA 2 97 134
Employees 1410 1117

" In CHF millions
2 Operating income before interest, tax,
depreciation and amortization in CHF millions

The core business of Swisscom Enterprise Solutions is the management
of communications infrastructures as well as the planning, construction
and operation of comprehensive communications solutions for business
customers in Switzerland. As a result of Swisscom Enterprise Solutions’
new focus and measures to optimize business processes, more than
250 jobs were shed. With a workforce now numbering 1,117 at 15 loca-
tions, the company delivers Internet, voice and data communications
services and combines these to provide customer-specific integrated
solutions. In so doing, Swisscom Enterprise Solutions caters to the
demand for seamless process integration for applications such as call
centers, and for convergence in the Internet Protocol (IP) area.

Concentration on solutions business

Business customers expect their telecommunications partners to pro-
vide comprehensive one-stop customized solutions that connect all
their locations, support mobility as well as process and cost optimiza-
tion, and guarantee secure network communications. Demand for
secure communications infrastructures in particular has increased, and
the trend is set to continue over the next few years.

Swisscom Enterprise Solutions has taken the necessary steps to effec-
tively address these market changes. Concentration on customer-driven
solutions based on the convergence of IT and telecommunications,
coupled with intensive training in customer relation management, have
strengthened the company’s position. As a result, Swisscom Enterprise
Solutions is now able to provide customers with comprehensive support,
from initial requirements analysis to the implementation of a new
communications solution.

In the year under review, Swisscom Enterprise Solutions once more
successfully implemented a large number of projects. The network so-
lution for Renault and Nissan Suisse SA following their merger is
representative of such projects. The brief was to integrate the Nissan

24



Enterprise Solutions

Group’s dealer network in Renault’s existing network. The customized
solution now interconnects 480 Renault/Nissan partners, precisely
tailored to the varying needs of large and small car dealers. The cus-
tomer particularly appreciated the fact that Swisscom Enterprise
Solutions had covered all operational security aspects.

Innovation and customer satisfaction are key factors in the successful
provision of telecommunications solutions for business customers. The
results of customer satisfaction surveys demonstrate that Swisscom
Enterprise Solutions is on the right track in this respect: with 7.63 out
of a possible 10 points, the company scores well in the customer satis-
faction stakes both in absolute terms as well as compared with other
companies in the sector.

Optimization continues into 2004

In 2003 Swisscom Enterprise Solutions and Swisscom Fixnet conducted
an in-depth analysis of their customer segments and reclassified them
according to customer requirements. Since the beginning of 2004,
Swisscom Enterprise Solutions has been targeting customers with com-
plex, solution-oriented telecommunications needs (some 4,000 major
Swiss companies come under this heading), while Swisscom Fixnet con-
tinues to deliver standardized telecommunications products for the
residential and business customer markets. At the same time, over 100
Swisscom Enterprise Solutions employees transferred to Swisscom
Fixnet to ensure a seamless continuum in catering to the 46,000 or so
customers re-assigned to Swisscom Fixnet. The new segmentation
allows both companies to concentrate more on their core business
and, by so doing, better address the needs of their respective
customers.

25



-Isnq SWo03|3} |euolleu Syl ul S
|eAu jo sajuedwod juaied u
2y} Yam 31 aredwod noA §1 10 9
ul syuliys 00} 31 pue abeys [euoneu
3} UO WOISSIMS }Nd "JJEMP € S3WO0D3
Ajusppns ay aiaym ‘syuelb ayy jo pue
ay} ‘Geubuipqoig ay) 03 s|9AeI} J1BAI|IND

A Voyage to Brobdingnag | Gulliver's Travels by Jonathan Swift



An overview of 2003

Swisscom Fixnet

Swisscom Mobile

Enterprise Solutions

debitel

Customers

The environment

Employees

Investors

|
|
|
|
|
‘ Other business areas
|
|
|
|
|

The community

debitel — interface between network operators,
retail and end customers

debitel posted revenue in 2003 of CHF 4.6 billion and operating income (EBITDA)
of CHF 137 million. By investing more heavily in the postpaid segment (contract
customers), the company succeeded in acquiring new customers and retaining
existing customers, above all in the German mobile markets.

debitel 2002 2003 FoIIowmg explosive grqwth_ in recent.years, the German r_noblle mf—,\rket
Net revenue 2111 4555 showed signs of saturation in 2003, with market penetration reaching
EBITDA 2 159 137 approximately 78 percent by year-end. As a result of this trend, providers
Customers 10 061 000 10 344 295 f . . . Th f h hft d f ..

Employees 3399 3753 are facing a new situation. The focus has shifted from acquiring as

B many new customers as possible, to finding ways of retaining existing
n millions
2 Operating income before interest, tax, customers through a combination of high-value offerings and first-
depreciation and amortization in CHF millions
class customer care.

debitel as enhanced service provider

The debitel business model of an enhanced service provider (ESP) allows
the company to offer customers one-stop shopping for a broad array
of provider-specific mobile, fixed network and Internet offerings. And
as a network-independent provider, it is also offers cross-network

Customers products and services.
By country
Eight million customers in the German market

Number In October 2003 debitel achieved the threshold figure of eight million
8299 775 Germany subscribers in Germany, where some 571,000 customers were acquired
1402 547 Netherlands i ! ) X )

102 048 France in the course of 2003, including 522,000 in the more attractive post-

454 581 Denmark . . .

85 344 Slovenia paid segment (contract customers). This has clearly improved the qual-

ity of the customer base.

In line with debitel's efforts to add sustainable value, the company
offers attractive contract extension incentives to customers who have
proved lucrative for debitel during their contract period. Almost
600,000 existing customers took advantage of the offer in the year
under review.

27



Other important business areas

Swisscom Systems — service specialist for telecoms solutions

As the Swiss market leader for traditional and IP-based voice com-
munications systems, Swisscom Systems delivers customized turnkey
solutions to large and medium-sized companies. Swisscom Systems’
strengths include a nationwide service organization, a broad product
portfolio, and comprehensive know-how in the consulting, design
and implementation of telecoms solutions.

In 2003 Swisscom Systems underwent a sweeping restructuring pro-
gram in response to difficult market conditions. To address the dif-
ferent requirements of its 100,000 plus customers, Swisscom Systems
has now divided its business model into two areas: the mass market
and the solutions business. All processes have been designed for
greater effectiveness and strictly aligned with customer needs. This
realignment resulted in the shedding of more than 450 jobs and, by
concentrating operations in 14 locations instead of the former 39,

a 60 percent reduction in office space. At the end of 2003 Swisscom
Systems had a workforce of 1,057.

In 2003 Swisscom Systems posted revenue of CHF 345 million (-15 per-
cent). The company has redoubled its efforts to secure profitability over
the longer term. Having successfully restructured, Swisscom Systems

is now in a position to respond flexibly to technological developments
and changing customer requirements. Customers are placing increas-
ing emphasis on competent, one-stop service rather than on the actual
products. To address this trend, Swisscom Systems is expanding its

core competences in related markets such as LAN services, thereby sus-
tainably strengthening its position as a service specialist in the Swiss
telecoms market.

Swisscom IT Services — change in direction

Swisscom IT Services, formed in early 2002 following the merger be-
tween Swisscom IT and AGI IT Services, continued to demonstrate its
capability as a reliable IT service provider in its second year of business.
With a workforce of 2,268, the company specializes in the design,
integration and operation of complex IT systems for processing large
volumes of data. The customer base of Swisscom IT Services covers
three segments: the Group companies of Swisscom AG, eight cantonal
banks, which have a minority stake in Swisscom IT Services through

AGI Holding AG, and other companies in Switzerland. In 2003 Swisscom
IT Services generated revenue of CHF 755 million (-9.5 percent), of
which CHF 165 million stemmed from AGI customers. Third-party revenue
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Revenue by customer group
Swisscom IT Services

%

69.8 Swisscom Group companies
21.9 AGI Banks

6.5 Third parties

1.8 Other revenue
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grew by 26 percent to CHF 48.8 million. Overall, however, this success in
third-party business was not sufficient to offset declining revenues from
business with stakeholders.

By further developing the Conextrade trading platform and introduc-
ing the first electronic billing solution in Switzerland with VAT capa-
bility, Swisscom IT Services has taken an innovative step towards paper-
less billing. The company also successfully completed projects for
banks, including the upgrading and operation of the distributed IT
infrastructure of the Cantonal Bank of Lucerne and the migration
and outsourcing of the distributed IT system of the Cantonal Bank of
Fribourg. In November 2003 Swisscom IT Services commissioned the
first GEOS securities software with mandate capability at the Cantonal
Bank of Appenzell. The system offers banks an automated, cost-
effective platform for securities transactions. Swisscom IT Services also
gained a foothold in the healthcare market when it took over res-
ponsibility for hosting and data storage services for CSS Versicherung,
a health insurance provider. Swisscom IT Services also created the
platform for the Federal Chancellery’s electronic guide to Swiss
administrative services, www.ch.ch.

Swisscom IT Services is operating in a market where intense competi-
tion over the past five years has pushed down IT prices by about

a third. This has been compounded by a weak economy. As a result, the
company has been forced to cut costs drastically and adjust the num-
ber of jobs accordingly. Since January 1, 2004, Swisscom IT Services has
repositioned itself and is now concentrating on the telecommuni-
cations and financial services sectors as well as healthcare and public
administration. The company continues to serve existing customers
outside these sectors. The emphasis of this realignment is on customer
focus, efficiency, sector-specific competence and enhanced compe-
titiveness.

Swisscom Broadcast — reliable, secure, nationwide

The core business of Swisscom Broadcast is the transmission of radio
and television signals. It is the task of the company’s 240 employees to
ensure uninterrupted operation of the country’s modern broadcasting
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Transmitters
Swisscom Broadcast

Number

1 028 Television
692 Radio (VHF and MWw)
15 Digital Audio Broadcast (DAB)
14 Digital Video Broadcast
terrestrial (DVB-T)

DVB-C (digital video broadcasting

via cable): In addition to transmit-
ting digital television and video
signals, DVB-C provides other services.
For example, the broadcast of

radio and television signals in paral-
lel as well as the implementation

of interactive services and applica-
tions.

DVB-T (digital video broadcasting
via terrestrial antenna): Techno-
logy for transmitting digital value
added services over antenna
(terrestrial) — the current digital TV
broadcasting standard for house-
holds without a cable connection
and for people on the move.
DVB-T increases the range of pro-
grams that can be received.

infrastructure. The main customers are SRG SSR idée suisse (the Swiss
broadcasting corporation), local radio and TV stations, mobile
providers and emergency services. The Swisscom Broadcast network
covers over 500 transmitter sites throughout Switzerland. In 2003
Swisscom Broadcast posted revenue of CHF 149 million. The company
was commissioned by SRG SSR idée suisse to provide the canton of
Ticino with terrestrial digital television links (DVB-T). Ticino is the first
region in Switzerland to be connected to digital television on a larger
scale, and since August twelve transmitter sites between Chiasso and
Airolo have been broadcasting four television programs (TS 1, TS 2,
TSR 1 and SF 1) digitally. Other parts of Switzerland are scheduled for
connection to DVB-T in the course of 2004. With digital terrestrial
broadcasting, end customers are guaranteed better sound and picture
quality, a larger selection of programs, and third-party auxiliary ser-
vices such as pay-TV and electronic program guides.

Another milestone on the road to the digital future is digital television
over cable (DVB-C). From the spring of 2004 Swisscom Broadcast intends
to position itself as a partner to cable network operators, to allow such
companies to offer their own services to their end customers. As of
2005 there are plans to expand digital radio (Digital Audio Broadcast)
nationwide.

However, like the digital sector, the broadcasting sector may also be
facing a regulated future. In 2004, parliament will be debating the
reform of the federal law on radio and television, which among other
things, will oblige providers of television services such as Swisscom
Broadcast to provide public service programs at cost-based prices rather
than competitive market prices. Swisscom Broadcast opposes such
cross-subsidization of the broadcasting sector by the telecoms sector
since the practice does not comply with the “user pays” principle.

Billag AG — twelve million bills to three million households

Billag AG specializes in third-party billing and offers services such as
billing, payment collection, reminders, debt recovery, cash man-
agement, and customer care. With around 139 employees, Billag post-
ed revenue of CHF 52 million in 2003, collected payments worth

CHF 1.2 billion, and sent some twelve million bills to three million house-
holds. Billag’s main customer is the Swiss Confederation, on whose
behalf the company collects radio and television license fees.
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DAB (Digital Audio Broadcasting)

In the medium term, DAB is the digi-

tal complement to the analog FM-
VHF system. Digital terrestrial radio
solves the problem of the shortage
of VHF frequency bands and, among
other benefits, enhances the qua-
lity of mobile radio reception. It is
also a convergent system that
enables transmission of radio pro-
grams, text, images, and all types
of pure data services.

\ Other business areas

Billag also offers the know-how it has acquired in billing to other
organizations and private enterprises. In 2003 the company decided
to branch out into new business fields, including healthcare, public
administration, associations and organizations.

In December, Billag took over T-Systems Card Services AG, a specialist in
customer loyalty concepts based on customer cards. With 137 employ-
ees, the company posts an invoiced credit card revenue of CHF 2 billion.
The customer segments of Billag and T-Systems Card Services comple-
ment each other ideally. Moreover, thanks to similar business processes,
synergies can be leveraged. The takeover of T-Systems Card Services
has moved Billag into a leading position in the Swiss market for third-
party billing.

Swisscom Eurospot

Swisscom Eurospot installs and operates wireless local area networks
(WLAN) at busy public locations, such as hotels, congress centers,
airports and train stations, in various European countries excluding
Switzerland. Business travelers can use these so-called Hotspots to gain
broadband wireless access to the Internet and their own corporate
network via their notebook, PDA or similar mobile equipment. By the
end of 2003, working with roaming partners, Swisscom Eurospot

had already installed this service at 1,500 locations in over eight coun-
tries in western Europe. This makes the fully-owned Swisscom sub-
sidiary the leading pan-European provider of PWLAN (Public Wireless
LAN) or Wi-Fi, as it is also known. Contracts have been signed for
approximately 1,400 more Hotspots.

Foreign holdings

In the year under review Swisscom discontinued activities in the Czech
Republic and disposed of its minority stake in Cesky Telecom. The

27 percent holding was held by TelSource N.V., a joint venture formed
in 1995 between Swisscom and the Dutch company, KPN. Following

a realignment of its international strategy in 2000, Swisscom considered
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Cesky Telecom as a financial investment only, and decided

to dispose of the stake due to a lack of synergies, poor oppor-
tunities for growth, and the significant risks inherent in the
future development of Cesky Telecom. Swisscom’s proceeds from
the sale amounted to around CHF 500 million.

Infonet Services Corporation, in which Swisscom has a 17.7 per-
cent holding, is a leading provider of communications systems
designed primarily for multinational business customers who
require high-speed, secure data transfer between internal

and external computing centers. Infonet serves some 3,000 cus-
tomers in 180 countries around the world. In 2003 the com-
pany received the “World Communications Award” as the best
carrier and the carrier with the best customer service. Infonet
also achieved a high profile as the main sponsor of the Alinghi
sailing team.
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Satisfied customers — the cornerstone
of our success

Swisscom'’s long-term success is dependent to a large degree on customer satis-
faction. The level of satisfaction is gauged by the ratings given by customers

to the four Swisscom brand values: reliability, roots, cosmopolitanism and respect.
These criteria define the values that Swisscom is committed to delivering to all

of its customers. For the past two years Swisscom has measured customers’ percep-
tion of these values at regular intervals. The results are good, with ratings on
average above those scored by competitors. Nevertheless, customers have become
generally more critical. One of the most important objectives for 2004, therefore,

is to increase customer satisfaction.

Every quarter, residential customers of Swisscom Mobile, Swisscom
Fixnet and their main competitors are asked to rate satisfaction

with their telephone provider based on the four value criteria. Custo-
mer satisfaction in the telecoms sector remained generally stable in
the year under review. Having scored well in 2002, the Swisscom Group
started 2003 on a good footing and at year-end remained the front
runner in terms of customer satisfaction, albeit with a slightly narrower
lead over its competitors. This trend was echoed among Swisscom
Mobile and Swisscom Fixnet customers. Compared with other compa-
nies in the sector, Swisscom Enterprise Solutions and Swisscom
Systems were highly rated in terms of customer satisfaction; and in a
fiercely competitive market, Swisscom IT Services succeeded in

gaining a place in the upper middle ranks.

Group Client Management - the new contact partner

for key account customers

On January 1, 2004, in an important move to increase satisfaction
among business customers, Swisscom set up a Group Client Management
unit to cater to the Group’s key account customers. The main aim is

to offer customers single-source communications and IT solutions, no
matter which Group company delivers the service. The core compe-
tences of Group Client Management include expert knowledge of the
entire Swisscom product range and an in-depth understanding of
customers’ needs.
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Additional measures to strengthen customer focus

A raft of measures was initiated or completed in 2003 to increase
the satisfaction of residential customers. For instance, at the begin-
ning of the year Swisscom Fixnet introduced a Customer Relation-
ship Management system to improve customer relations and increase
loyalty by bringing advisory and support services more into line with
customer requirements. Swisscom Shops offer one of the most impor-
tant points of contact with customers, catering as they do to over
five million customers a year. In 2004, Swisscom plans to enhance cus-
tomer satisfaction by reducing waiting times in these retail outlets.
In addition, Swisscom has introduced a customer’s charter which has
already led to measurable improvements in customer satisfaction on
Swisscom Mobile’s Hotline.
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Environmental management at Swisscom -
an integral part of sustainable corporate management

The preservation and renewal of economic, ecological and social capital: these
are the principles underlying Swisscom’s concept of sustainability. Society has

a vital interest in an ecologically balanced environment. As an important criterion
for long-term corporate success, Swisscom therefore endeavors to manage
environmental resources optimally and, by so doing, sustainably improve their

eco-efficiency.

Swisscom'’s environmental strategy covers three main areas: firstly,
Swisscom is committed to observing environmental laws and minimizing
environmental risks; secondly, it leverages potential for improving

the environment in all its operations; and thirdly, it promotes environ-
mentally friendly products, eco-friendly telecoms services, alternative
energies and eco-sponsorship.

Building on ecological activities related to its own operations,
Swisscom has increasingly expanded environmental management be-
yond the borders of the company. This is producing greater eco-
logical benefits while strengthening Swisscom’s social responsibility.

Services to relieve environmental strain

Some of the telecommunications services that Swisscom delivers have
an inherent potential to relieve the strain on the environment. These
include conferencing services, Combox, Remote Access Service (RAS)
and Host Centers. At the same time, however, all these services require
hardware components that are regarded as environmentally dam-
aging. To lessen this negative environmental impact, Swisscom is work-
ing closely with the manufacturers of products that improve environ-
mental compatibility. Since 2003, the Swisscom Environment Commit-
tee has been evaluating important suppliers with regard to ecological
and social criteria. In addition, Swisscom is participating in the “Sus-
tainability Marketing in Telecommunications” project in conjunction
with the University of St. Gallen’s Institute for Economy and the Envi-
ronment (IWO-HSG) and the Swiss Association for Environmentally Con-
scious Management (OBU). The aim of the project is to define the eco-
logical and social lifecycles of products and services, identify ways of
improving them in line with customer requirements, and market them
accordingly. Ecological, social and economic objectives comple-

ment each other ideally in the concept of sustainability marketing.
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Renewable energies and eco-sponsorship

Swisscom Fixnet is a major purchaser of “naturemade star” certified
eco-energy in Switzerland, and Swisscom IT Services has also been pur-
chasing eco-energy since 2003. In so doing, Swisscom promotes alter-
native energies such as wind and solar energy, and supports the natural
preservation of environments surrounding hydroelectric plants. By
adopting this form of landscape conservation, Swisscom Fixnet enhan-
ces the value of recreational zones, bringing benefits both to the
environment and to the community as a whole.

Swisscom also pursues an eco-sponsorship policy that supports deserv-
ing external environmental projects which are considered relevant

to ecology or to the company’s business activities. One good example
is the Swiss National Park, the support of which benefits not only
alpine flora and fauna but also a marginal Swiss region.

Reduction in paper consumption

Following a changeover to two-monthly billing for customers with
small telephone bills, Swisscom Fixnet has saved 200 tonnes of paper
per year. Prompted by this success, Swisscom donated 25,000 trees
towards reafforestation of the Leuk region, thereby helping another
marginal Swiss region to mitigate the consequences of the devas-
tating forest fires of 2003.
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Are things really as they seem?







Perspective alters reality.







‘ Size is always a matter of perspective.







Swisscom - a fair employer

Swisscom attaches high value to employees at every stage of their career, from
training to retirement. The Group offers good employment conditions and fosters
an ethos of individual responsibility among its employees. Tough competition,
unfavorable growth prospects and the associated severe pressure on costs led to
further job cuts in the year under review. Swisscom adopts a socially responsible
approach to job reductions, offering employees affected a comprehensive social
plan that is unique in Switzerland.

Apprentices

Number

377 1T technician

146 Commercial assistant
112 Mediamatics technician
112 Retail assistant

81 Electronics technician
49 Telematics technician
877 Total

Swisscom is an attractive and professional provider of apprenticeships,
and offers young adults vocational training opportunities in six areas:
retailing, electronics, IT, telematics, commercial studies and mediamat-
ics. The demand for apprenticeships remains high. Despite the fall in
headcount, the number of apprentices at Swisscom increased slightly
to 877. In the year under review 244 apprentices successfully com-
pleted their basic training, one third of them going on to find perma-
nent employment within the Group. In consideration of the precar-
ious job market situation, Swisscom offered all those who had not yet
found permanent employment or an alternative solution the oppor-
tunity to take part in a job bridging program. The offer, limited to a
six-month fixed contract, was taken up by 38 former apprentices.

New approaches to vocational training and graduate placement
Mindful of the provisions of the new vocational training act, Swisscom
has defined important parameters for future vocational training and,
over the past few years, has developed a new forward-looking training
model designed to keep pace with the changing information and
knowledge society. In the spring of 2003 Swisscom launched a pilot
trial for 48 commercial and IT apprentices based on the new instruction
format. The new scheme for trainees places emphasis on project-related
work. The pilot trial is being scientifically monitored, and the results
regularly evaluated and incorporated in ongoing improvements.

Notwithstanding the difficult job market and a declining headcount,
Swisscom attaches major importance to attracting graduate trainees. In
2003 the Group attended all key university events and forged personal
contacts with students and graduates. With more than 130 student in-
ternships, part-time positions, job placements for talented university
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graduates and a trainee program, Swisscom offers a range of options
for students and graduates entering the job market. According to
various surveys, the leader in the Swiss telecommunications market is
regarded by newly-qualified young professionals as an attractive

and modern employer. In a move to intensify contact with students,
Swisscom acts as the class sponsor for some 700 students at the
University of St. Gallen.

Social involvement in the interest of employees

Swisscom runs its own specialist and contact center for social issues at
13 locations, advising employees on personal and budgetary matters,
providing support in cases of financial hardship, and conducting preven-
tion seminars on topics such as addiction, mobbing, stress, sexual ha-
rassment in the workplace, and preparation for retirement. Swisscom’s
social advisory service is available to all Swisscom Group staff in
Switzerland.

Swisscom is sensitive to the concerns of the disabled. Taking the

needs of disabled people seriously and integrating them into the work-
place in the long-term is a key imperative within the Group’s person-
nel policy. To this end Swisscom operates special integration centers.

Satisfied employees = satisfied customers

Swisscom has developed a modern salary system which comprises several
components. These include a fixed component which takes into ac-
count an employee’s function, performance and experience; a variable
performance-related component based on agreed collective and indi-
vidual objectives; and fringe benefits as well as other allowances. The
level of pay is reviewed annually on the basis of general employment
market studies. 2003 comparisons showed that Swisscom pays competi-
tive salaries that are slightly above average at all levels. Since 2002,
Swisscom has been offering all employees the opportunity to purchase
shares at attractive conditions. The “TopShare” program offers all
members of staff covered by the collective employment agreement a
simple and flexible form of co-ownership that allows them to share

in the Group success to which they have contributed.

The principle of equal opportunity for men and women is laid down in
the Group’s personnel policy. The proportion of women is still too

low, especially in executive positions (11 percent). This available poten-
tial must be better leveraged both internally and on the job market.
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Employees

In thousands

20

In 2003, employee surveys were conducted at Swisscom headquarters
and in the Group companies, with particular emphasis given to em-
ployees’ satisfaction with their current work situation. The overall results
were good, with working climate, team and employment conditions
achieving the highest ratings. The work itself was rated as challenging
and interesting. Employees identified further training and personal
development as well as internal cooperation as areas with room for im-
provement. The results were evaluated at the end of 2003 and the
necessary measures initiated.

Extension of the collective employment agreement and social plan

In the fall of 2003 Swisscom extended the existing collective employ-
ment agreement and social plan to 2005. Besides laying down modern
employment conditions such as a 40-hour week and entitlement to
five weeks’ annual leave, the extended agreement introduces improve-
ments in other areas. For instance, the minimum annual salary at
Swisscom is now set at CHF 45,500 (+CHF 6,000). And maternity leave is
to be extended to 16 weeks for all employees once the revised law

on loss-of-earnings benefits comes into force (or by January 1, 2005 at
the latest). In addition, the supplements for regular night work and
Sunday work have been increased. The collective employment agree-
ment covers some 16,500 employees (approximately 14,000 FTEs).

1,263 fewer jobs

Swisscom had 19,207 full-time equivalent (FTE) employees at the end

of 2003, 1,263 fewer than the previous year. Excluding debitel and

877 apprentices, the headcount was 16,084 FTEs. The job cuts are a con-
sequence of the difficult market conditions coupled with sustained
pressure on prices and costs, the latter being particularly evident in the
declining business customer segment. By contrast, a total of 200 new
positions were created in the year under review in the boom area of
broadband communications and at Swisscom Mobile.
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In a move to minimize redundancies arising from restructuring meas-
ures, Swisscom developed a program to enhance employability and
increase opportunities for re-employment. Wherever possible, vacan-
cies are filled by internal candidates. The main aim is to support em-
ployees in their efforts to remain employable. In line with this, various
Group companies have adopted an active skills management program.
Added to this, alternative options such as reduced working hours are
being examined for employees affected by job cuts.

Since 1999 Swisscom has operated a range of programs to support such
employees:

Employment Market Center (EMC). Swisscom’s Employment Market
Center supports employees affected by restructuring by providing ca-
reer advice and job placement services. In mid-2003 the Center was
spun off as an independent public limited company in order to offer
these proven services to other companies outside the Group. The new
company, PersPec Personal Perspectives AG, with a workforce of around
20, is a fully-owned subsidiary of Swisscom AG and will appear on the
market under the name PersPec.

Good solutions have been found for around 90 percent of the 2,000
plus employees who have completed the EMC program since market
liberalization. Employees in this category have either found a similar
position with another company, become self-employed, or embarked
on a new career in a different sector following appropriate retraining.

Co-Motion. Co-Motion is one of the most successful business start-up
programs in Switzerland and helps employees to set up their own com-
panies, planning the most important steps with them and offering
financial assistance in the form of seed capital or an interest-free loan.
Since the program was set up in 1999, 592 Swisscom employees have
participated in the program and 237 business plans approved.

WORK_LINK. WORK_LINK, a joint venture between Swisscom, the unions
and Manpower AG, is an innovation on the Swiss employment market.
The company finds temporary jobs for older, long-serving employees for
whom the Employment Market Center has not been able to find a
solution, and supports them as they enter the external employment mar-
ket. WORK_LINK served an average of 421 persons per month in 2003.
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Swisscom Venture Fund - a means to self-employment

Since 1999 Swisscom has run a Venture Fund, which is available to all
employees of the Swisscom Group. The fund supports employees
seeking to start their own business and provides funding for start-up
companies. The main task of the Venture Fund is to provide profess-
ional support, in the form of informed advice and financial assistance,
to Swisscom employees interested in management buyouts of former
Swisscom units. Seventeen new companies have been created in this
way since 1999, securing the jobs of around 300 employees.

Support for retired employees

Retired employees are an important group for Swisscom. At the end
of 2003 the company had over 9,800 pensioners, 7,300 of whom are
organized in regional groups that hold regular events for retired staff.
Swisscom provides these Groups with financial support and organi-
zational assistance. Retired employees are entitled to monthly credits
of CHF 50 on their fixed-network or mobile bills.

comPlan pension fund

At the end of 2002, due to poor performance on financial markets in
the preceding years, the Swisscom Group’s comPlan pension fund had a
coverage ratio of 93.8 percent. In order to place the fund back on an
even financial footing, the Board of Trustees of comPlan decided to levy
a shortfall contribution of 3 percent on insured salaries as of August
2003, 1.8 percent of which is paid by the employer and 1.2 percent by
all active comPlan members. The 2003 interest rate for retirement
savings in the dual pension plan was reduced from 4 percent to 3.25
percent. Members of the defined benefit plan have also had their
retirement pension reduced in line with the change to the dual pen-
sion plan. For the duration of the shortfall contributions, existing
pensions will not be adjusted in line with inflation. According to the
provisional 2003 year-end figures comPlan had a coverage ratio of

97 percent.
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The Swisscom share — a sound investment

In the year under review Swisscom shared the good results of the 2002 financial
year with its shareholders, repaying CHF 1.3 billion in the form of CHF 794 million
in dividends and CHF 530 million as a par value reduction. Given the continuing
healthy balance sheet and good annual results for 2003, the company once more in-
tends to make a total dividend payment of CHF 861 million and buy back up to
CHF 2 billion worth of shares in the course of 2004.

As with other SMI shares, the ongoing stock market slump affected
performance of the Swisscom share in the first half of 2003. Thanks to
a recovery in the second half of the year, however, the share price
gained 1.9 percent to end 2003 at CHF 408. During the same period
the SMI and DJ EU Stoxx Telecom Index rose by 18.5 and 18.9 percent
respectively. While the Swisscom share therefore underperformed

in the year under review, it has outperformed both indices over a two-
year period by 3.2 and 15.9 percent, respectively. Taking into account
the 2003 payouts (CHF 12 per share and par value repayment of CHF 8
per share) in addition to the 1.9 percent increase in the share price,
total return amounts to 6.9 percent.

In the year under review, Swisscom adjusted its dividend policy to cre-
ate a return policy that allows shareholders to benefit from the annual
equity free cash flow (EFCF). EFCF is made up of net cash provided

by operating activities and cash flows from investing activities, less net
investment in property, plant and equipment and other intangible
assets, debt repayment (excluding finance lease obligations) and divi-
dends to minority shareholders. The distribution takes the form of

a dividend of approximately half of the net income after adjustment
for exceptional items, and possibly a share buy-back. At present, the
funds available for distribution exceed net income since firstly, for his-
torical reasons, depreciation is higher than capital expenditure, and
secondly, reserves amounting to CHF 5 billion were available for distri-
bution at the end of 2003.
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An overview of 2003

Swisscom Fixnet

Swisscom Mobile

Enterprise Solutions

debitel

Other business areas

Customers

The environment

Employees

Investors

The community

Despite the competitive market environment, Swisscom has endeavored
to maintain a high equity free cash flow in recent years. Even so, the
company has paid out CHF 10.2 billion or some 38 percent of its stock
market capitalization to shareholders in the period between its IPO

in 1998 and the end of 2003. EFCF for the year under review stands at
CHF 2,913 million. Based on net income of CHF 1,569 million, Swisscom
will propose a dividend of CHF 13 per share on April 30, 2004. In addition
to the dividend sum of CHF 861 million, it will launch a share buy-back
program worth up to CHF 2 billion. In total, Swisscom will pay out CHF 2.9

billion to shareholders.

The number of registered Swisscom shareholders at the end of 2003
was 73,282. Profiled as a pragmatic company with a somewhat defen-
sive approach, Swisscom primarily targets value-oriented investors.

Swisscom share

October 1998 — December 2003

Share performance
Swisscom registered share

DJ EU Stoxx Index (indexed)

Swiss Market Index (indexed)

1200

900

October 1998
June 1999
December 1999
June 2000
December 2000
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Serving the community and the economy

12/01
12/02
12/03

As a company that is strongly embedded in Swiss society, Swisscom takes its
social responsibility very seriously. This is reflected in the Group’s various commit-
ments and services, including basic service provision, its Internet for Schools
initiative, and a range of sponsorships and support activities in the fields of sport,
culture, environment and business. Added to this, Swisscom is an important

Swiss employer and generator of revenue.

Internet for Schools

Number of schools with Internet access

600 1200 1800 2400 3000

Basic service provision — the same services at the same conditions
Swisscom Fixnet is responsible for basic service provision in Switzer-
land until 2007. By delivering high-quality, affordable basic tele-
communications services to the entire Swiss population, Swisscom
makes an important contribution to public services. Basic provi-

sion covers analog and digital telephone services, data transmission,
access to emergency services and directory enquiries, a dense net-
work of public telephones, and services for the hard of hearing and
visually impaired. Swisscom also strives to make new services such

as broadband access available nationwide, over and above the legally
prescribed basic provision parameters.

Internet for Schools — Swisscom’s educational initiative

In 2001 Swisscom launched its “Internet for Schools” initiative with
the aim of providing all of Switzerland’s 5,000 primary and secondary
schools and vocational training colleges with free broadband access
to the Internet. With over half a million schoolchildren in 2,600 schools
connected by the end of 2003, the half-way milestone has been
achieved, and the remaining 2,400 or so schools are scheduled for
connection by the end of 2006.

The core elements of the initiative are free access and unrestricted
use of the Internet for schools. But Swisscom’s commitment is not
limited merely to the infrastructure; it also provides content and in-
formation on the Internet. Twice a year, the Group publishes a

"SchoolNetGuide” brochure featuring useful Internet tips and tricks.

In 2003 the issue entitled “Family and Internet” attracted major
interest among parents. Within a short space of time, 500,000 copies
had been ordered.
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Sponsorship and corporate giving —

Swisscom’s commitment to the community

Swisscom adds value for its employees, customers, partners and society
as a whole through targeted sponsorships and support activities.

Most of Swisscom’s sponsorship is aimed at sport, the arts, business
and the environment. Sport occupies an important place in society,
which is why Swisscom'’s sponsorship activities are primarily focused on
this area, and in particular on alpine and Nordic skiing, football and
tennis. Special emphasis is placed on promoting up-and-coming young
talent.

In the cultural domain, Swisscom sponsors Switzerland’s largest concert
organizer, Good News, and the largest open-air festivals in Switzer-
land. Added to this, Swisscom also sponsors classical music and film.

The main focus of Swisscom'’s business sponsorship is the Swiss Econo-
mic Forum in Thun, a convention for SMEs and young entrepreneurs.

A range of eco-sponsorships underscore the pivotal role that environ-
mental management plays at Swisscom. The company is also involved
with the WWEF, the Swiss National Park and GLOBE, a project for edu-
cation and research in environmental studies.

As part of its corporate giving policy, Swisscom primarily donates to
institutions and projects in the social, educational and environmental
fields. For instance, for several years Swisscom has partnered the
charity Swiss Solidarity (Gluckskette), providing not only the freephone
number but also the entire telecommunications and Internet infra-
structure for appeal campaigns. The company also supports the Samari-
tans’ telephone help line “Die Dargebotene Hand” (number 143). In
the year under review, the focus was on donations for the blind and
visually impaired, and support was given to the “Access for All” Institute
for Technology for the Visually Impaired (www.access-for-all.ch).
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Distribution of added
value 2003

%

44.6 Employees
17.9 Tax expense
23.2 Shareholders (dividend)
5.4 Minority shareholders
of subsidiaries
3.6 Lenders
5.4 Company (retained earnings)

Corporate services for the economy

In addition to its many involvements in the interest of social causes,
Swisscom also plays a key role in the Swiss economy. With over 16,000
full-time employees and 877 apprentices, it is the eighth-largest
employer in Switzerland. And with an annual order volume of well
over CHF 1 billion, it is an important economic generator as well as
a major source of tax revenue.

Swisscom created CHF 5.1 billion in net added value in 2003, 44.6 per-
cent of which was distributed directly or indirectly to staff (pay,
social insurance contributions, pension plans, and other personnel
expenses).

Swisscom paid a total of CHF 73 million to the public purse (federal
government, cantons, communities, and foreign countries) in direct
taxes, and another CHF 500 million in VAT.

As Swisscom’s main shareholder, the federal government received
CHF 830.6 million in dividends and par value repayments.
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Swisscom Group organizational chart

CEO

‘ Strategy and Group Steering ‘ Group Finance and Controlling

Group Operations and ‘ Group Human Resources
Related Businesses

‘ Group Communications

‘ Swisscom Fixnet AG

‘ Swisscom Mobile AG

‘ Swisscom Enterprise Solutions AG

‘ Swisscom IT Services AG

‘ Swisscom Systems AG

| debitel AG

At December 31, 2003
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Swisscom
Board of Directors

Alfred Bissegger Michel Gobet Torsten G. Kreindl Jacqueline Francoise Felix Rosenberg
Secretary Employee Demierre Representative
Representative Employee of the Swiss
Representative Confederation
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André Richoz Richard Roy Peter Kiipfer

Markus Rauh Helmut Woelki
Vice Chairman

Chairman

The following members
left the Board of
Directors in 2003:
Franco Ambrosetti

(as of May 6, 2003)
Ernst Hofmann

(as of May 6, 2003)

Rose Gerrit Huy

(as of May 6, 2003)
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Swisscom
Executive Board

Jirg Rotheli
Head of

Group Operations
and Related Businesses
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Hans-Peter Quadri
CEO

Swisscom Enterprise
Solutions AG

René Fischer
CEO
Swisscom Systems AG

Carsten Schloter
CEO
Swisscom Mobile AG

Jens Alder
CEO
Swisscom AG
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