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Telefénica Celular del' Paraguay S.A.

Consolidated Financial Statements for the three-mon

th period ended 31 March, 2016

Unaudited interim consolidated statement of compreh

period ended 31 March, 2016

PYG millions

Three months ended

31 March, 2016

ensive income for the

Three months ended
31 March, 2015 (*)

REVENUE ...ttt 782,947 769,520
COSt OF SAIES ....voveveeeeeeeee e (189,566) (183,316)
GrOSS Profit  .ovovieceiccie et 593,381 586,204
Operating EXPENSES .........c.cvoveueveeereeeeierereeeeeeeerreeeeeneeen. (239,882) (232,800)
DEPIECIALION .......oveveeeeeeeeeeeeeee e (84,014) (76,825)
AMOTHSALION ... (28,723) (29,875)
Other operating income (eXpenses), Net ...........c.ccoco...... (7) (66,764)
Operating Profit  ......cocoeeeieiieeee e, 240,745 179,940
INTEIrESt EXPENSE ..ot (46,764) (29,580)
Interest and other financial income ..........cccccccevienieee 2,696 1,959
Exchange gain (I0SS), Net ........cccccovveiiiiiiiiieiciee e 69,477 (60,699)
Profit DEfOre taX ....ccvevveiieiiiiie e 266,154 91,620
INCOME tAX EXPENSE .......ceeeeeeererecerecceeeceeeeaeeeeeee e, (42,545) (14,464)
Net profit and comprehensive income for the period. 223,609 77,156
Attributable to:

Equity holders of the company 223,609 77,156

(*) Presentation of the income statement from cost of sales to operating profit has been amended compared to the income statement reported in

2015 for the three-month period ended 31 March, 2015.

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial

statements.




Telefénica Celular del' Paraguay S.A.

Consolidated Financial Statements for the three-mon th period ended 31 March, 2016

Unaudited interim consolidated statement of financi

31 March, 2016

PYG millions

ASSETS

Non-Current Assets

Intangible assets, Net ..o
Property, plant and equipment, Net ...
Deferred taxation .........cccccceiiiiiiiiie e
Other NON-CUIMTENEt SSELS ......cocvviiiiieiiie e
Total NON -CUurrent ASSELS  ...occviiiiiiciiiieieee e
Current Assets

[N VZ=T g1 (o] T S
Trade receivables, NeL ...
Amounts due from related parties .........cccceveeviiveeeniiinee i
Prepayments and accrued inCOMe ............ccccvvieeeeeeeenniiiiiiiieeenn.
Supplier advances for capital expenditure ...........cccccceeeeeeiiiiinnns
Other CUMeNt aSSELS ....uiiiiiiiiie e
Cash and cash equivalents.............cccueiiiiieieee e
Total CUITENt ASSELS it
TOTAL ASSETS oottt

EQUITY AND LIABILITIES

EQUITY

Share capital and pPremium ...
LEQAI FESEIVE ...eiiiiiiie et
Retained ProfitS ......ccveeiiiieee e
Profit for the period / year attributable to equity holders..............

Parents ownership INtErestS  .......ocvceeiiiiiiieiiiiee e
TOTAL EQUITY oo
LIABILITIES

Non-current Liabilities

Debt and fiINANCING ...cooviiiiiiiiiii e
Provisions and other non-current liabilities .............ccccoociiien
Total non-current liabilitiesS  .....oooveeiiiiii e
Current Liabilities

Debt and fiINANCING ...cooviiiiiiiiiiice e
Payables and accruals for capital expenditure ........c.ccccoccvveennne
Other trade payables ...
Amounts due to related partieS........cccccevveeiicciiiieieeee e
Accrued interest and other eXpenses ........cccccveeveeeeeeeiiiicieeeeenns.
Current income tax liabilitieS ..........cccveeiieiiieiiie e
Provisions and other current liabilities ............ccccoceiiiiiiiiinnnn..
Total current liabilities  ..cevveeeieee e
Liabilities directly associated with assets held for sale

TOTAL LIABILITIES .ot
TOTAL EQUITY AND LIABILITIES ....ccooiiiiiiiiiiiiieiieee

Notes

al position as at

Three months
ended
31 March,
2016

957,438
1,832,044
20,757
24,237
2,834,476

79,501
398,174
504,715
296,741

39,600

68,188
227,737

1,614,656
4,449,132

274,008

50,110
350,328
223,609

898,055
898,055

2,249,454
164,467
2,413,921

84,399
354,144
207,850

74,869
224,897

4,303
186,694
1,137,156

3,551,077
4,449,132

Year ended
31 December,
2015

790,491
1,745,816
20,757
24,982
2,582,046

62,669
366,885
499,895
289,397

38,395

84,940
203,984

1,546,165
4,128,211

274,008
50,110
42,076

308,252

674,446
674,446

2,303,132
216,797
2,519,929

87,040
301,112
102,220

64,045
197,065

8,568
173,786
933,836

3,453,765
4,128,211

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial

statements.



Telefénica Celular del' Paraguay S.A.

Consolidated Financial Statements for the three-mon th period ended 31 March, 2016

Unaudited interim consolidated statement of cash fl
period ended 31 March, 2016

PYG millions

Cash flows from operating activities
Profit DEfOre taXeS......coo i
Adjustments:

INEErESE EXPENSE ...ttt
Interest and other financial INCOMEe.............cccoiiiiiiiiiii
Other non-operating eXPeNnSes, NEL........ccoiiiveeriieeieiieeee e
Adjustments for non-cash items:

Depreciation and amortization .............cccceeevieiiiiieeeeee e
LOSS 0N diSPOSAl @SSEIS....iiiiieiiiiiiieiiiie e

(Increase) decrease in trade receivables, prepayments and other
CUITENT @SSELS ...tiieiitie et ettt ettt et e et e et e e staeeentee e neeeeneeeenneeas
(Increase) decrease in INVENIONIES ........ccoviiieeeriiieeee e eeeee e
Increase (decrease) in trade and other payables.............cccccoeviiiieenns
Changes in working capital — ......cccooiiiieiiiiee e
INEEIEST PRI ...
INtEreSt FECEIVE ....eeiiiii e
TAXES PAIA ..eeiiiiiiiiie e
Net cash provided by operating activities — .......c.occoeeeiiiiiieeiiiiiees
Cash flows for investing  activities:

Purchase of property, plant and equipment...........ccccccceriiiiiiiiiieeeeennn.
Purchase of intangible assets and license renewals...............cccce......
Debt and other financing granted to / repaid by related parties, net ...

Net cash used by investing activities — ........cccccveeeieeeenieeeeeen
Cash flows for financing activities:

Repayment of debt and finanCing..........ccccoovveiiiiiiiiie e
Proceeds from issuance of debt and financing............cc.ccccovvieeeeee.n.
Payment of dividends ..o
Net cash used by financing activities ...
Exchange losses on cash and cash equivalents...............cccccveeeeen...
Net decrease in cash and cash equivalents  .........ccccooiiiiiiienneenn.
Cash and cash equivalents at the beginning of the year....................
Cash and cash equivalents at the end of the period ~ .....................

ows for the three-month

Notes

Three months
ended

31 March,
2016

266,154

46,764
(2,696)
(69,477)

112,737
17

353,499

(63,202)
(16,832)
129,489
49,455
(11,427)
2,131
(9,071)
384,587

(104,394)
(199,933)
9,235
(17)
(295,109)

(64,492)

(64,492)
(1,233)
23,753

203,984

227,737

Three months
ended
31 March,
2015

91,620

29,580
(1,959)
60,699

106,701
(11,962)
274,679

(43,138)
13,992
(69,969)
(99,115)
(5,213)
7,754
(33,346)
144,759

(75,528)
(52,434)
(9,732)
16,585
(121,109)

54,806
(45,370)
9,436
4,839
37,925
354,100
392,025

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial

statements.



Telefénica Celular del' Paraguay S.A.

Consolidated Financial Statements for the three-mon

th period ended 31 March, 2016

Unaudited interim consolidated statement of changes

months ended 31 March, 2016

PYG million

Balance as of 31 December, 2013 (audited)
Total comprehensive income for the period
Dividends

Balance as of 31 December, 2014 (audited)
Total comprehensive income for the period
Dividends

Increase of Share Capital

Return of capital to shareholders

Balance as of 31 December, 2015 (audited)
Total comprehensive income for the period
Balance as of 31 March, 2016 (unaudited)

Number of
shares

1,860

1,860

(3,476)
6,524

6,524

Share
Capital

93,000

327,000
(145,992)
274,008

274,008

in equity for the three

Retained
profits

1,029,737
556,983
(670,638)
916,082
308,252
(547,006)
(327,000)

350,328

223,609
573,937

Legal
reserves

50,110

50,110

50,110

Total
equity

1,172,847
556,983
(670,638)
1,059,192
308,252
(547,006)

(145,992)
674,446

223,609
898,055

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial

statements.




Notes to the Unaudited Interim Consolidated Financi al Statements
for the three-month/period ended 31 March, 2016

Telefénica Celular del Paraguay S.A. (the “Company”), a Paraguayan Company, and its subsidiaries (the “Group”
or “Telecel”) is a Paraguayan group providing communications, information, entertainment and solutions in
Paraguay. The Company maintains multiple license contracts with Comision Nacional de Telecomunicaciones
(Conatel), the regulator of the telecommunications system in Paraguay, to operate cellular and cable telephony
business in Paraguay. The Company was formed in 1992.

Telecel is a wholly owned subsidiary of Millicom International Ill N.V. The ultimate parent company is Millicom
International Cellular S.A. a Luxembourg Société Anonyme whose shares are traded on the Stockholm stock
exchange under the symbol MIC and over the counter in the US under the symbol MIICF.

The general administration of the Company is located at Zavala Cue esq. Artilleria, Fernando De La Mora, Paraguay.

The Board of Directors (“Board”) approved these consolidated financial statements for issuance on 24 February,
2016.

These interim condensed consolidated financial statements of the Company are unaudited. They are presented in
Paraguayan Guaranies and have been prepared in accordance with International Accounting Standard (“IAS”) 34
‘Interim Financial Reporting’ issued by the International Accounting Standard Board (IASB). In the opinion of
management, these unaudited condensed interim consolidated financial statements reflect all adjustments that are
necessary for a proper presentation of the results for interim periods. The Company’s operations are not affected by
significant seasonal or cyclical patterns

These unaudited condensed interim consolidated financial statements should be read in conjunction with the
consolidated financial statements for the year ended 31 December, 2015. These financial statements are prepared
in accordance with consolidation and accounting policies consistent with the 2015 consolidated financial statements.
The following changes to standards effective for annual periods starting after 1 July 2015 did not have a significant
impact on the Group:

« Amendment to IAS 1, ‘Presentation of financial statements’ on the disclosure initiative. These amendments are
as part of the IASB initiative to improve presentation and disclosure in financial reports;

¢ Annual improvements 2014. These set of amendments impacts 4 standards: IFRS 5, ‘Non-current assets held
for sale and discontinued operations’ regarding methods of disposal, IFRS 7, ‘Financial instruments:
Disclosures’, IAS 19, ‘Employee benefits’ regarding discount rates, I1AS 34, ‘Interim financial reporting’ regarding
disclosure of information;

* Amendments to IAS 38 and IAS 16: clarification of acceptable methods of depreciation and amortization issued
by the IASB in July 2014 and applicable as of 1 January, 2016;

¢ Amendments to IFRS 11: accounting for acquisitions of interests in joint operations issued by the IASB in May
2014 and applicable as of 1 January, 2016.

The following changes in accounting policies have been adopted by The Group on a voluntary basis for the financial
year beginning on 1 January, 2015:

The Group prepares its Consolidated Statement of Comprehensive Income, which includes the Statement of Profit
and Loss and Other Comprehensive Income for the period. In 2015, the Group voluntarily changed the presentation
of the income statement from function to nature of costs compared to the income statement for the three-month
period ended 31 March, 2015. This was done in order to align the presentation of the Income Statement with Millicom
International Cellular S.A, the Group’s parent company. A reconciliation to the former presentation of the income
statement for three-month period ended 31 March, 2015 is shown next:



Notes to the Unaudited Interim Consolidated Financi
for the three-month period ended 31 March, 2016

al Statements

2. SUMMARY OF CONSOLIDATION AND ACCOUNTING POLICIE S (CONT.)

PYG millions

Three months ended 31 March, 2015

Former

presentation

REVENUE ..o
Cost Of SAlES ..o
Gross profit  ..ooooeeveeiiee
Operating eXPENSES ....ccceeeeieiiviieieeeeeeeeeiannes
Depreciation ........cccoevcveieeiiiiie e
AMOrtiISAtioN ......cevveeeiiiiiiie e
Other operating income (expenses), net......
Operating profit  .......cccoceeiiiiiiiieieen

769,520
(255,710)

513,810
(333,870)

179,940

Reclassification New presentation

72,394

72,394
101,070
(76,825)
(29,875)
(66,764)

769,520
(183,316)
586,204
(232,800)
(76,825)
(29,875)
(66,764)
179,940

3. DISPOSAL OF SUBSIDIARIES, JOINT VENTURES AND NO N-CONTROLLING INTERESTS

During the three month period ended 31 March, 2016, the Group did not make any significant acquisition.

In 27 February, 2015 Telecel concluded the process of selling the fully-owned company Unicanal S.A. (99% of
shares) to Grupo JBB, a Paraguayan multimedia group, by finishing the negotiations and transferring all the
resources and facilities of this business unit to the buyer. The transaction amount was PYG 17,411 million.

4. PROPERTY, PLANT AND EQUIPMENT

During the three months ended 31 March, 2016, the Company added property, plant and equipment for PYG 84,296

million.

Three months ended 31 March,

Cash used for property, plant and equipment additio ns

PYG million 2016 2015

AAITIONS et 84,296 59,915
Change in advances to SUPPLIErS ........cccoeeeeiiiieieiniiieeniiieenn 1,929 (364)
Change in accruals and payables for intangibles ................... 18,169 15,977
Cash used from continuing operations for additions ... 104,394 75,528

5. INTANGIBLE ASSETS
During the three months ended 31 March 2016, the Company added intangible assets of PYG 280,779 million.

Three months ended 31 March,

Cash used for intangible asset additions

PYG million 2016 2015

X o111 o] 1SRRI 280,779 29,877
Change in advances to SUPPLIErS ........cccoeeeviiiiiieiiiiieeeiiieenn 2,151 2,166
Change in accruals and payables for intangibles ................... (82,997) 20,391
Cash used from continuing operations for additions ... 199,933 52,434




Notes to the Unaudited Interim Consolidated Financi al Statements
for the three-month period ended 31 March, 2016

The total amount of debt and financing is repayable as follows:

Due within:
OB YA ettt e e e e e e e e e e aeeaaaes 84,399 87,040
ONE-TWO YEAIS ..eiittiiiieeeee e ettt et e et e e e e e e sttt e e e e e s ae e eeas 56,288 58,069
TWO-TNIBE YEAIS ittt 79,040 79,040
TRIEE-TOUN YEAIS ..o e e e e e e e e e ennnees 130,580 130,580
FOUM-fIVE YEAIS .oiiiiiiiiiiicee et e e e e e e e e e e 129,998 129,966
ATLEI fIVE YEAIS oiiiiiiiie e 1,853,548 1,905,477

QLI ] 2= 10 =Y o) OO 2,333,853 2,390,172

In July 2008, Telecel entered into an 8 year $100 million loan with the European Investment Bank (“EIB”). The loan
bears interest at rates between $ LIBOR 90 plus 0.234% and $ LIBOR 90 plus 0.667%. The EIB loan is guaranteed
for commercial risks by Royal Bank of Scotland (“RBS”). The commission guarantee fee is 1.25% per annum. The
outstanding amount as at 31 March, 2016 was PYG 140,686 million (December 2015: PYG 145,109 million).

In the last quarter of 2015, Telecel obtained two new long-term loans from local banks Banco ITAU and Banco
Continental. Both loans are denominated in Paraguayan guaranies and bear a fixed annual interest rate of 9%. As
of 31 March, 2016 the combined balance of such loans is PYG million 532,118.

On 7 December, 2012 Telecel issued $ 300 million aggregate principal amount of 6.75% Senior Unsecured Notes
(the “6.75 Senior Notes”) due on 13 December, 2022. The 6.75% Senior Notes were issued at 100% of the
aggregated principal amount. Distribution and other transaction fees of $7 million reduced the total proceeds from
issuance to $293 million. The 6.75% Senior Notes have a 6.75% per annum coupon with interest payable semi-
annually in arrears on 13 June and 13 December. The effective interest rate is 7.12%.

The 6.75% Senior Notes are general unsecured obligations of the Telecel and rank equal in right of payment with
all future unsecured and unsubordinated obligations of Telecel. The 6.75% Senior Notes are unguaranteed.

Telecel has options to partially or fully redeem the 6.75% Senior Notes as follows:

(i) Full or partial redemption at any time prior to 13 December, 2017, for the highest of, 100% of the principal
to be redeemed or, the present value of the remaining scheduled payments of principal to be redeemed
and interest

(ii) Full or partial redemption at any time on or after 13 December, 2017 for the following percentage of
principal to be redeemed, plus accrued and unpaid interest and all other amounts dues, if any:
13 December, 2017 103.375%
13 December, 2018 102.25%
13 December, 2019 101.125%
13 December, 2020 100.00%
13 December, 2021 100.00%

These options represent embedded derivatives which, in accordance with IAS 39 have been valued and determined
to be closely related to the underlying bond.

(i) Redemption of up to 35% of the original principal of the 6.75% Senior Notes if, prior to 13 December,
2015, Telefonica Celular del Paraguay S.A. receives proceeds from issuance of shares, at a redemption
price of 106.75% of the principal amount to be redeemed plus accrued and unpaid interest and all other
amounts due, if any, on the redeemed notes. If Telefénica Celular del Paraguay S.A. experiences a
Change of Control Triggering Event, defined as a rating decline resulting from a change in control, each
holder will have the right to require repurchase of its notes at 101% of their principal amount plus accrued
and unpaid interest and all other amounts due, if any.



Notes to the Unaudited Interim Consolidated Financi al Statements
for the three-month period ended 31 March, 2016

6. DEBT AND FINANCING (CONT.)

The outstanding amount as at 31 March, 2016 was PYG 1,661,048 million (December 2015: PYG 1,712,977 million)

Fair value of financial liabilities

The carrying amounts of borrowings do not significantly differ from their fair value at the balance sheet dates.
7. COMMITMENTS AND CONTINGENCIES

Operational environment

Telecel is operating in an emerging market, where the regulatory, political, technological and economic environments
are evolving. As a result, there are uncertainties that may affect future operations, the ability to conduct business,
foreign exchange transactions and debt repayments and which may impact upon agreements with other parties. In
the normal course of business, Telecel faces uncertainties regarding taxation, interconnect, license renewal and
tariff arrangements, which can have a significant impact on the long-term economic viability of its operations.

Litigation

The Company and its subsidiaries are contingently liable with respect to lawsuits and other matters that arise in the
normal course of business. As of 31 March, 2016, the total amount of provisions related to claims against the Group’s
operations was PYG 7,787 million (December, 2015: PYG 7,735 million). Management is of the opinion that while it
is impossible to ascertain the ultimate legal and financial liability with respect to these claims, the ultimate outcome
of these contingencies is not anticipated to have a material effect on the Group’s financial position and operations.

Lease commitments

Operating Leases:

The Group has the following annual operating lease commitments as of 31 March, 2016 and 31 December, 2015.

Three months ended Year ended 31
31 March, 2016 December, 2015

PYG millions

Operating lease commitments

WIithin: 0N YEAI ...ccvviiiiiiiiiiie s 17,366 23,154
Between: one to five Years ......cccccoeiiiiiiiiiiee e 4,955 6,606
AFET: fIVE YEAIS .oiiiiiiiiii e 2,737 3,650
1 ] €= | SRS 25,058 33,410

Operating leases comprise mainly of lease agreements relating to land and buildings. The operating lease terms
and conditions reflect normal market conditions. Total operating lease expense was PYG 3,614 million in the three
months ended March, 2016 (March 2015: PYG 2,321 million).

Capital commitments

As of 31 March, 2016 the Company has fixed commitments to purchase network equipment, land and buildings and
other fixed assets for a value of PYG 1,570,770 million (31 December, 2015: PYG 1,042,910 million).

Dividends

The ability of the Company to make dividend payments is subject to, among other things, the terms of indebtedness
and legal restrictions.



Notes to the Unaudited Interim Consolidated Financi al Statements
for the three-month period ended 31 March, 2016

8. RELATED PARTY TRANSACTIONS

The Company conducts transactions with its principal shareholder, Millicom International Cellular S.A. (“Millicom”)
and its subsidiaries. Transactions with related parties are conducted on normal commercial terms and conditions.

The following transactions were conducted with related parties:

Three months ended Three months ended

SCIIIonS 31 March, 2016 31 March, 2015

Millicom — Other Paraguayan operations ............cccceeevvvveenniinnnnn. 21,353 78,726
Millicom - Non-Paraguayan COmMpPAanIes .........ccceeveeeeiuveeensiinenens (2,095) 13,548
Total purchases from related parties  ....ccooovivevvincnncreve 19,258 92,274

As at 31 March, the Company had the following balances with related parties:

o Three months ended Year ended 31
SCions 31 March, 2016 December, 2015
Receivables
Millicom — Other Paraguayan Operations ............ccccceeevvvvieeiiineeenns 308,469 301,272
Millicom — Non-Paraguayan companies ..........cccoccceeeiiiuerieeniiineeenns 196,246 198,623
TOtAD o 504,715 499,895
Payables
Millicom — Other Paraguayan Operations .............cccceeevvereeeniiinneenns 52,281 42,140
Millicom — Non-Paraguayan COMpPanies ..........cccceeeeiiueiieeniiinneenns 22,588 21,905
TOtAD oo 74,869 64,045

9. SUBSEQUENT EVENTS

Dividend advance

On May, 2016 Telecel Board will propose to the Annual General Meeting of Shareholders an advance of dividends
of USD 10 million, to be paid out of Telecel’s profits for the three-month period ended 31 March, 2016.
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