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Unaudited interim condensed consolidated income statement for the three-
month period ended March 31, 2018

Three month ended Three month ended

PYG millions Notes March 31, 2018 March 31, 2017
Revenue 799,272 761,058
Cost of sales (162,457) (151,244)
Gross profit 636,815 609,814
Operating expenses (240,699) (229,092)
Depreciation (90,610) (94,610)
Amortization (34,985) (32,295)
Other operating income (expenses), net 29,221 1,857
Operating profit 299,742 255,674
Interest expense (65,376) (51,236)
Interest and other financial income 817 1,805
Exchange loss, net 8,672 (12,264)
Profit before taxes 243,694 193,979
Charge for taxes, net (27,714) (22,109)
Net profit and comprehensive income for the period 216,141 171,870
Attributable to:

Equity holders of the company 216,141 171,870

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements
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Unaudited interim condensed consolidated statement of financial position as at
March 31, 2018

31 March 31 December
PYG millions Notes 2018 2017
ASSETS
NON-CURRENT ASSETS
Intangible assets, net 6 1,130,574 970,506
Property, plant and equipment, net 5 1,776,203 1,834,218
Deferred tax assets 53,214 51,237
Contract costs, net 2 556
Other non-current assets 60,533 38,873
TOTAL NON-CURRENT ASSETS 3,021,080 2,894,834
CURRENT ASSETS
Inventories, net 35,387 43,276
Trade receivables, net 381,912 386,525
Contract assets, net 2 63,082 -
Amounts due from related parties ST 9 1,179,586 1,169,214
Prepayments and accrued income 197,273 157,920
Supplier advances for capital expenditure 8,405 5,737
Other current assets 97,387 16,247
Cash and cash equivalents 485,905 488,046
TOTAL CURRENT ASSETS 2,448,937 2,266,965
Assets held for sale 4 32,084 38,456
TOTAL ASSETS 5,502,101 5,200,255

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements
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Unaudited interim condensed consolidated statement of financial position as at
March 31, 2018 (continued)

31 March 31 December
PYG millions Notes 2018 2017
EQUITY AND LIABILITIES EQUITY
Share capital and premium 164,008 164,008
Legal reserve 50,110 50,110
Other reserves 6,082 5,032
Retained profits 866,094 124,440
Profit for the year attributable to equity holders 216,141 703,214
Equity attributable to owners of the Company 1,302,435 1,046,804
TOTAL EQUITY 1,302,435 1,046,804
LIABILITIES
Non-current liabilities
Debt and financing 7 2,564,461 2,631,136
Provisions and other non-current liabilities 395,610 304,798
Deferred tax liabilities 5,309 -
Total non-current liabilities 2,965,380 2,935,934
Current liabilities
Debt and financing 7 122,158 94,951
Payables and accruals for capital expenditure 236,187 343,524
Other trade payables 186,182 192,908
Amounts due to related parties 9 84,121 75,723
Accrued interest and other expenses 250,712 188,378
Current income tax liabilities 50,061 79,904
Contract liabilities 2 40,443 -
Provisions and other current liabilities 256,308 231,853
Total current liabilities 1,226,172 1,207,241
Liabilities directly associated with assets held for sale 4 8,114 10,276
TOTAL LIABILITIES 4,199,666 4,153,451
TOTAL EQUITY AND LIABILITIES 5,502,101 5,200,255

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements
4



] _—
Unaudited Interim Condensed Consolidated Financial Statements t lc 0
For the three month period ended March 31, 2018

Unaudited interim condensed consolidated statement of cash flows for the three-
month period ended March 31, 2018

PYG millions Notes March 31, 2018 March 31, 2017

Cash flows from operating activities

Profit before taxes from continuing operations 243,855 193,978

Adjustments to reconcile to net cash:

Interest expense (income), net 65,376 51,236
Interest and other financial income (817) (1,805)
Exchange gain/(loss) on foreign exchange (8,672) 12,264

Adjustments for non-cash items:

Depreciation and amortization 125,595 126,905

Loss/(gain) on disposal and impairment of assets, net (29,221) (1,857)

Changes in working capital:

Decrease in trade receivables, prepayments and other

current assets (108,762) (83,091)
Decrease in inventories 7,889 (47,386)
Increase (decrease) in trade and other payables 27,009 21,986
Total changes in working capital (73,864) (108,491)
Interest paid (25,397) (24,724)
Interest received 1,548 6,699
Taxes paid (55,354) 3,441
Net cash provided by operating activities 243,049 257,646

Cash flows from investing activities:

Purchase of intangible assets and licenses 6 (220,722) (102,332)

Purchase of property, plant and equipment 5 (44,474) (45,140)

Proceeds from sale of property, plant and equipment 5 61,694 -

Debt and other financing granted to / repaid by

related parties, net 16,644 28,875
Net cash used in investing activities (186,858) (118,597)

Cash flows from financing activities:

Repayment of debt and financing (42,510) (16,914)
Net cash used by financing activities (42,510) (16,914)
Exchange impact on cash and cash equivalents, net (4,948) (5,891)
Net increase in cash and cash equivalents 8,733 116,244
Cash and cash equivalents at the beginning of the year 477,172 310,922
Cash and cash equivalents at the end of the year 485,905 427,166

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements
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Unaudited interim condensed consolidated statements of changes in equity for
the three-month period and years ended March 31, 2018, December 31, 2017 and
December 31, 2016

Number of Share Retained Legal Other Total
PYG millions shares Capital profits reserves Reserves equity
Balance as of December
31, 2016 10,000 164,008 776,097 50,110 - 990,215
Total comprehensive
income for the period - - 703,214 - - 703,214
Dividends - - (651,657) - - (651,657)
Share based compensation - - - - 5,032 5,032
Balance as of December
31, 2017 10,000 164,008 827,654 50,110 5,032 1,046,804
Total comprehensive
income for the period - - 216,141 - - 216,141
Adjustment on adoption of
IFRS 15 and IFRS 9 (net of
tax) (i) - - 38,440 - - 38,601
Share based compensation - - - - 1,050 1,050
Balance as of March 31,
2018 10,000 164,008 1,082,235 50,110 6,082 1,302,435

(i) See note 2 for details about changes in accounting policies.

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statement
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Notes to the unaudited interim condensed consolidated statements

1. ORGANIZATION

Telefdénica Celular del Paraguay S.A. (the “Company”), a Paraguayan Company, and its subsidiaries: Teledeportes Paraguay S.A. and
Lothar Systems S.A. (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. The general administration of the Company is located at Zavala Cue esq. Artilleria, Fernando De La Mora, Paraguay.

Telecel is a wholly owned subsidiary of Millicom International Il 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.

2. SUMMARY OF CONSOLIDATION AND ACCOUNTING POLICIES

These interim condensed consolidated financial statements of the Group 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 interim condensed 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 interim condensed consolidated financial statements should be read in conjunction with the audited consolidated
financial statements for the year ended December 31, 2017. These financial statements are prepared in accordance with consolidation
and accounting policies consistent with the 2017 consolidated financial statements, except for the changes described below.

The following changes to standards effective for annual periods starting on January 1, 2018 have been adopted by the Group:

° IFRS 15 “Contracts with customers” establishes a five-step model related to revenue recognition from contracts with customers.
Under IFRS 15, revenue is recognized at amounts that reflect the consideration that an entity expects to be entitled to in exchange
for transferring goods or services to a customer. The Group adopted the accounting standard on January 1, 2018 and identified
limited impact on its Group financial statements. IFRS 15 mainly affects the timing of recognition of revenue as it introduces more
differences between the billing and the recognition of the revenue. However, it does not affect the cash flows generated by the
Group.

As a consequence of adopting this Standard:

1) some revenue is recognized earlier, as a larger portion of the total consideration received in a bundled contract is attributable
to the component delivered at contract inception (i.e. typically a subsidized handset). Therefore, this produces a shift from
service revenue (which decreases) to the benefit of Telephone and Equipment revenue. This results in the recognition of a
Contract Asset on the statement of financial position, as more revenue is recognized upfront, while the cash will be received
along the subscription period (which is usually between 12 to 24 months). Contract Assets (and liabilities) are reported on a
separate line in current assets/liabilities even if their realization period is longer than 12 months. This is because they are
realized / settled as part of the normal operating cycle of our core business.

2) the cost incurred to obtain a contract (mainly commissions) is now capitalized in the statement of financial position and
amortized over either the average customer retention period or the contract term, depending on the circumstances. This
results in the recognition of Contract Costs being capitalized under non-current assets on the statement of financial position.

3) there is no material changes for the purpose of determining whether the Group acts as principal or an agent in the sale of
products.

4) the presentation of certain amounts in the balance sheet has been changed to reflect the terminology of IFRS 15:
a. Contract assets recognized in relation to service contracts.
b. Contract costs in relation to capitalised cost incurred to obtain a contract (mainly commissions).
c. Contract liabilities in relation to service contracts were previously included in trade and other payables

Management identified some other adjustments that are much less meaningful than the adjustments explained above.
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2. SUMMARY OF CONSOLIDATION AND ACCOUNTING POLICIES (Continued)

The Group has adopted the standard using the cumulative catch-up transition method. Hence, the cumulative effect of initially
applying the Standard has been recognized as an adjustment to the opening balance of retained earnings as at January 1, 2018 and
comparatives have not be restated in accordance with the transitional provisions in IFRS 15. The impact on the opening balance of
retained earnings as at January 1, 2018 is summarised in the table set out at the bottom of this section.

Additionally, the Group has decided to take some of the practical expedients foreseen in the Standard, such as:

0 Telecel does not adjust the transaction price for the means of a financing component whenever the period between the
transfer of a promised good or service to a customer and the associated payment is one year or less; when the period is more
than one year the significant financing component is adjusted, if material.

0 Telecel discloses in the Group Financial Statements the transaction price allocated to unsatisfied performance obligations
only for contracts that have an original expected duration of more than one year (e.g. unsatisfied performance obligations
for contracts that have an original duration of one year or less will not be disclosed).

0 Telecel applies the practical expedient not to disclose the price allocated to unsatisfied performance obligations, if the
consideration from a customer directly corresponds to the value to the customer of the entity’s performance to date (i.e, if
billing = accounting revenue).

0 Telecel applies the practical expedient to recognize the incremental costs of obtaining a contract as an expense when incurred
if the amortization period of the asset that Millicom otherwise would have recognized is one year or less.

Revenue recognition accounting policy applied from January 1, 2018 should now read as follows:

Revenue is recognised at an amount that reflects the consideration to which the Group expects to be entitled in exchange for
transferring goods or services to a customer.

Post-paid connection fees are derived from the payment of a non-refundable/one-time fee charged to customer to connect to the
network (e.g. connection / installation fee). Usually, it does not represent a distinct good or service, therefore does not give rise to
a separate performance obligation and revenue is recognised over the minimum contract duration. Unless the fee is paid by a
customer to get the right to receive goods or services without having to pay this fee again over his tenure with the Group (e.g. the
customer can readily extend his contract without having to pay the same fee again), it shall be accounted for as a material right and
revenue should be recognized over the customer retention period.

Post-paid mobile/cable subscription fees are recognised over the relevant enforceable/subscribed service period (recurring monthly
access fees that do not vary based on usage). The service provision is usually considered as a series of distinct services that have the
same pattern of transfer to the customer. Remaining unrecognised subscription fees are fully recognised once the customer has
been disconnected.

Prepaid scratch/SIM cards are services where customers purchase a specified amount of airtime or other credit in advance. Revenue
is recognized as the credit is used. Unused credit is carried in the statement of financial position as contract liability within other
current liabilities. Upon expiration of the validity period, the portion of the contract liability relating to the expiring credit is
recognized as revenue, since there is no longer an obligation to provide those services.

Telephone and equipment sales are recognised as revenue once the customer obtains control of the good. That criteria is fulfilled if
the customer has the ability to direct the use and obtain substantially all of the remaining benefits from that good.

Customer premise equipment (CPE) are provided to customers as a prerequisite to receive the subscribed Home services and shall
be returned at the end of the contract duration. Since CPEs provided over the contract term do not provide benefit to the customer
on their own, they do not give rise to separate performance obligations and therefore are accounted for as part of the service
provided to the customers.

Bundled offers are considered arrangements with multiple deliverables or elements, which can lead to the identification of separate
performance obligations. Revenue is recognised in accordance to the transfer of goods or services to customers in an amount that
reflects the relative standalone selling price of the performance obligation (e.g. sale of telecom services, revenue over time + sale
of handset, revenue at a point in time).

Principal-Agent, some arrangements involve two or more unrelated parties that contribute to providing a specified good or service
to a customer. In these instances, the Group determines whether it has promised to provide the specified good or service itself (as
a principal) or to arrange for those specified goods or services to be provided by another party (as an agent). In cases the Group
determines that it acts as a principal, revenue is recognized in the gross amount, whereas in cases the Group acts as an agent
revenue is recognized in the net amount (i.e. provision payment).
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Revenue from the sale of cables, fiber, wavelength or capacity contracts, when part of the ordinary activities of the operation, is
recognized as recurring revenue. Revenue is recognized when the cable, fiber, wavelength or capacity has been delivered to the
customer, based on the amount expected to be received from the customer.

Revenue from operating lease of tower space is recognized over the period of the underlying lease contracts. Finance leases revenue
is apportioned between lease of tower space and interest income.

4 IFRS 9 “Financial Instruments” addresses the classification, measurement and recognition, and impairments of financial assets and
financial liabilities as well as hedge accounting. It replaces the parts of IAS 39 that relate to the classification and measurement of
financial instruments. IFRS 9 requires financial assets to be classified into two measurement categories: those measured at fair
value, and those measured at amortized cost. The determination is made at initial recognition. The classification depends on the
Group’s business model for managing its financial instruments and the contractual cash flow characteristics of the instrument. For
financial liabilities, the standard retains most of the IAS 39 requirements. The main change is that, in cases where the fair value
option is taken for financial liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in other
comprehensive income rather than the income statement, unless this creates an accounting mismatch. A final standard on hedging
(excluding macro-hedging) has been issued in November 2013 which aligns hedge accounting more closely with risk management
and allows to continue hedge accounting under IAS 39. IFRS 9 also clarifies the accounting for certain modifications and exchanges
of financial liabilities measured at amortised cost.

The application of IFRS 9 did not have an impact for the Group on classification, measurement and recognition of financial assets
and financial liabilities compared to IAS 39, but it has a limited impact on impairment of trade receivables and contracts assets (IFRS
15) as well as on amounts due from joint ventures and related parties — with the application of the expected credit loss model
instead of the current incurred loss model. Similarly to IFRS 15 adoption, the Group adopted the standard using the cumulative
catch-up transition method and therefore not restated comparative periods. Hence, the cumulative effect of initially applying the
Standard has been recognized as an adjustment to the opening balance of retained earnings as at January 1, 2018 and comparatives
have not be restated in accordance with the transitional provisions in IFRS 9. The impact on the opening balance of retained earnings
as at January 1, 2018 is summarised in the table set out at the bottom of this section. Additionally, the Group continues applying
IAS 39 rules with respect to hedge accounting. Finally, the clarification introduced by IFRS 9 on the accounting for certain
modifications and exchanges of financial liabilities measured at amortised cost did not have an impact for the Group.

Financial Instruments accounting policies applied from January 1, 2018 should now read as follows:

i) Equity and debt instruments
Classification
From January 1, 2018, the Group classifies its financial assets in the following measurement categories:

. those to be measured subsequently at fair value [either through Other Comprehensive Income (OCl), or through profit or
loss], and

J those to be measured at amortised cost.

The classification depends on the Group’s business model for managing the financial assets and the contractual terms of the cash
flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For investments in equity
instruments that are not held for trading, this will depend on whether the Group has made an irrevocable election at the time of
initial recognition to account for the equity investment at fair value through other comprehensive income (FVOCI).

The Group reclassifies debt investments when and only when its business model for managing those assets changes.
Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not at fair value
through profit or loss (FVPL), transaction costs that are directly attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at FVPL are expensed in profit or loss.
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Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows are solely
payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for managing the asset and the cash
flow characteristics of the asset. There are three measurement categories into which the group classifies its debt instruments:

J Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. Interest income from these financial assets is
included in finance income using the effective interest rate method. Any gain or loss arising on derecognition is
recognised directly in profit or loss and presented in other gains/(losses), together with foreign exchange gains and
losses. Impairment losses are presented as separate line item in the statement of profit or loss.

. FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets, where the
assets’ cash flows represent solely payments of principal and interest, are measured at FVOCl. Movements in the
carrying amount are taken through OCI, except for the recognition of impairment gains or losses, interest revenue
and foreign exchange gains and losses which are recognised in profit or loss. When the financial asset is derecognised,
the cumulative gain or loss previously recognised in OCl is reclassified from equity to profit or loss and recognised in
‘Other non-operating (expenses) income, net’. Interest income from these financial assets is included in finance
income using the effective interest rate method. Foreign exchange gains and losses and impairment expenses are
presented as ‘Other non-operating (expenses) income, net’ in the statement of profit or loss.

o FVPL: Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVPL. A gain or loss on a debt
investment that is subsequently measured at FVPL is recognised in profit or loss and presented net within ‘Other non-
operating (expenses) income, net’ in the period in which it arises.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group’s management has elected to present
fair value gains and losses on equity investments in OCI, there is no subsequent reclassification of fair value gains and losses to
profit or loss following the derecognition of the investment. Dividends from such investments continue to be recognised in
profit or loss as other income when the Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in ‘Other non-operating (expenses) income, net’ in the
statement of profit or loss as applicable. Impairment losses (and reversal of impairment losses) on equity investments
measured at FVOCI are not reported separately from other changes in fair value.

Impairment

From January 1, 2018, the Group assesses on a forward looking basis the expected credit losses associated with its debt instruments
carried at amortised cost and FVOCI. The impairment methodology applied depends on whether there has been a significant
increase in credit risk.

The Group applies the simplified approach permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial
recognition of the trade receivables.

The provision is recognized in the consolidated income statement within Cost of sales.
ii) Derivative financial instruments and hedging activities

The Group has opted to continue applying IAS 39 for hedge accounting. The accounting policy disclosed in the Group consolidated
financial statements for the year ended December 31, 2017 remains therefore similar after IFRS 9 implementation.

The application of the following new standards or interpretations did not have an impact for the Group:
®  Amendments to IFRS 2, Share based payments’, on clarifying how to account for certain types of share-based payment transactions.
®  Amendments to IFRS 4, ‘Insurance contracts’ regarding the implementation of IFRS 9, ‘Financial instruments’.

®  Annual improvements to IFRS Standards 2014-2016.

There are no other significant changes to standards effective for annual periods starting on January 1, 2018.

10
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2. SUMMARY OF CONSOLIDATION AND ACCOUNTING POLICIES (Continued)

The application of IFRS 15 and IFRS 9 had the following impact on the Group financial statements as of January 1, 2018:

As at January Effect of Effect of | AsatJanuary Reason

FINANCIAL POSITION 1, 2018 before adoption adoption 1, 2018 after for the
$ millions application of IFRS 15 of IFRS 9 application change
ASSETS
Contract costs, net (non-current) NEW............cc.ceeeveeennne. - 519 - 519 (i)
Deferred taX @SSt ....ovvvuuriiiiieeceeie e 51,237 - 290 51,527 (vi)
Trade receivables, net (current) ......ccccoeeeeeeiieeeiiiecciieeen, 386,525 - 2,739 389,264 (ii)
Contract asset, net (current) NEW ...........cccceeeeiieeeinieenee. - 53,524 - 53,524 (iii)
LIABILITIES
Contract liabilities (current) NEW ............cccceeevveeeeveeenee. - 36,207 - 36,207 (iv)
Provisions and other current liabilities (current) ............... 231,853 (21,510) - 210,343 (v)
Deferred tax liability (non-current) ........ccccoeeeeveeeeiieeeennneen. - 3,935 - 3,935 (vi)
EQUITY
Retained profits.......c.eeeiuieiiiiiiiiiieceee e 827,654 35,411 3,029 866,094 (vii)

(i) This mainly represents commissions capitalised and amortised over the average contract term.

(ii) Effect of the application of the simplified approach permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial

recognition of the receivables.
(iii) Contract asset mainly represents subsidised handsets as more revenue is recognised upfront while the cash will be received along the
subscription period (which is usually between 12 to 36 months).
(iv) This mainly represents deferred revenue for goods and services not yet delivered to customers that will be recognised upon the goods are

delivered and the services are provided to customers. The balance also comprises the revenue from the billing of subscription fees or ‘one-time’
fees at the inception of a contract that are deferred and will be recognised over the average customer retention period or the contract term.

(v) Reclassification of deferred revenue to contract liabilities — see previous paragraph.
(vi) Tax effects of the above adjustments.
(vii) Cumulative catch-up effect.

As of January 1, 2018, there is no impact on the statement of cash flows and on the EPS.

The following summarises the amount by which each financial statement line item is affected in the current reporting period by the
application of IFRS 15 as compared to previous standard and interpretations:

For the three month period ended March 31, 2018

As reported Without Effect of Change Reason
INCOME STATEMENT adoption of Higher/(Lower) for the
S millions IFRS 15 change
REVENUE. ...t 799,272 789,427 9,845 (i)
COSt OF SAIES...eiieiieeiee e (162,457) (139,008) (23,449) (ii)
OPErating EXPENSES.....ccecueeeeeiuieeeitieeeeiteeeeeeteeeaireeeeeaeeeeaeeeenees (240,699) (264,184) 23,485 (ii)
(i) Mainly for the shifting in the timing of revenue recognition due to the reallocation of revenue from service (over time) to telephone and
equipment revenue (point in time).
(ii) Mainly for the reallocation of cost for selling devices due to shift from service revenue to telephone and equipment revenue. Also for the

capitalisation and amortisation of contract costs.

11



Unaudited Interim Condensed Consolidated Financial Statements

For the three month period ended March 31, 2018

2. SUMMARY OF CONSOLIDATION AND ACCOUNTING POLICIES (Continued)

As at March 31, 2018

As reported Without Effect of Change Reason
FINANCIAL POSITION adoption of Higher/(Lower) for the
S millions IFRS 15 change
ASSETS
Contract costs, net (non-current) 556 - 556 (iii)
Contract asset, Net (CUITeNt) ....cecveeeeiieieeiee e 63,082 - 63,082 (iv)
LIABILITIES
Contract liabilities (CUrrent) .......ccoveeeiieeeeee e, 40,443 - 40,443 (v)
Provisions and other current liabilities (current) ........c.cccccveeen. 256,308 282,341 (26,033) (vi)
Deferred tax liability (non-current) .......cccoeeeeeeeiiiicciieccee e 5,309 1,374 3,935 (vii)
EQUITY
Retained ProfitS.....ciecierieeeiecieeee e 866,094 901,505 (35,411) (viii)
(iii) This mainly represents commissions capitalised and amortised over the average contract term.
(iv) Contract asset mainly represents subsidised handsets as more revenue is recognised upfront while the cash will be received along the

subscription period (which are usually between 12 to 36 months). Throughout the period ended March 31, 2018 no material impairment loss
has been recognised.

(v) This mainly represents deferred revenue for goods and services not yet delivered to customers that will be recognised upon the goods are
delivered and the services are provided to customers. The balance also comprises the revenue from the billing of subscription fees or ‘one-time’
fees at the inception of a contract that are deferred and will be recognised over the average customer retention period or the contract term.

(vi) Reclassification of deferred revenue to contract liabilities — see previous paragraph.
(vii) Tax effects of the above adjustments.
(viii) Cumulative catch-up effect and IFRS 15 effect in the current period.

The following Standard, which is expected to materially affect the Group, will be effective beginning January 1, 2019:

® |FRS 16 “Leases” will affect primarily the accounting for the Group’s operating leases. As of December 31, 2017, the Group had
operating lease commitments of $808 million. The Group is still assessing to what extent these commitments will result in the
recognition of an asset and a liability for future payments and how this will affect the Group’s profit and classification of cash flows.
This said, the application of this standard will affect the Group’s EBITDA, net debt and leverage ratios.

As part of the IFRS 16 implementation journey, the Group has already taken decisions on the following points:

- IFRS 16 will be adopted using the modified retrospective approach,with the cumulative effect of adoption being recognised at
the date of initial application (IFRS16.C5.b)

- Non-lease components will be capitalised (IFRS16.15)

- Intangible assets are out of IFRS 16 scope (IFRS16.4)

12
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3. ACQUISITION AND DISPOSAL OF SUBSIDIARIES, JOINT VENTURES, ASSOCIATES AND OTHER NON-CONTROLLING INTERESTS

Acquisitions
During the three month period ended March 31, 2018, the Group did not complete any significant acquisitions.

4. ASSETS HELD FOR SALE

Assets held for sale and liabilities directly associated with assets held for sale

The following table summarises the nature of the assets and liabilities reported under assets held for sale and liabilities directly associated

with assets held for sale as at March 31, 2018:

As at March
Assets and liabilities reclassified as held for sale (PYG millions) 31,2018
TOWEES PAragUAaY....ueviiiiiiiiiiiiiei ettt ettt e st b b et e et e s s s bbb et e e e s e bbb aeeeesesbaaaee 32,084
Total assets of held for sale 32,084
BN =T R o= 1T <{ VT | S SSPSPPPRNY 8,114
Total liabilities directly associated with assets held for sale 8,114
Net assets held for sale / book value 23,970

As at December
31, 2017

38,456

38,456

10,276

10,276

28,180

Tower Sale and Leasebacks

In 2017, the Group announced an agreement to sell and leaseback wireless communications towers to a subsidiary of American Tower

Corporation (“ATC”) whereby we agreed the cash sale of tower assets and to lease back a dedicated portion of each tower to locate its

network equipment. The portions of the assets that will be transferred and that will not be leased back by our operations are classified

as assets held for sale as completion of their sale is highly probable.

The table below summarises the main aspects of these deals and impacts on the Group financial statements:

Paraguay
SIBNATUIE AT .uuiiiiie e ittt e e ettt e e e e e et eeeeeeeeanaaeeeeeeeansaseaaeeaeeeannsnsaaaeaenannens April 26, 2017
Total number of towers expected t0 be SOId.......ccceevieirieriiiiienie e 1,410
Total number of towers transferred SO far ..o 957
Expected total cash proceeds (PYG mMillions) .......ccueeeiiieiiiiiiiiiiee e 700,000
Cash proceeds for the year 2017 (PYG millions) ... 425,941
Cash proceeds for the year 2018 (PYG millions) — as of March 31 64,303
Upfront gain on sale recognized for the year 2017 (PYG millions) 147,341
Upfront gain on sale recognized for the year 2018 (PYG millions) — as of March 31........ 24,915
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5. PROPERTY, PLANT AND EQUIPMENT

During the three-month period ended March 31, 2018, Telecel added property, plant and equipment for PYG 44,474 million (March 31,
2017: PYG 45,140 million) and received PYG 61,694 million in cash from disposal of property, plant and equipment (March 31, 2017: PYG
nil).

6. INTANGIBLE ASSETS

During the three-month period ended March 31, 2018, Telecel added intangible assets of PYG 202,722 million (March 31, 2017: PYG
102,332 million) and did not received proceeds from disposal of intangible assets (March 31, 2017: PYG nil).

7. DEBT AND FINANCING
Bond financing

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

e Full or partial redemption at any time prior to December 13, 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.

e Full or partial redemption at any time on or after December 13, 2017 for the following percentage of principal to be redeemed, plus
accrued and unpaid interest and all other amounts dues, if any:

December 13, 2017 103.375%
December 13, 2018 102.25%
December 13, 2019 101.125%
December 13, 2020 100.00%
December 13, 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.

e Redemption of up to 35% of the original principal of the 6.75% Senior Notes if, prior to December 13, 2015, Telefénica 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.
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7. DEBT AND FINANCING (Continued)

The outstanding amount of as at March 31, 2018 was PYG 1,640,195 (December 2017: PYG 1,651,558 million).
The carrying amounts of borrowings do not significantly differ from their fair value at the balance sheet dates.
Bank financing

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%. In the third quarter of 2016, Telecel obtained a
new long-term loan from Banco Continental, denominated in Paraguayan guaranties, and bear a fixed annual interest rate of 10%. As
of March 2018, the combined balance of such loans is PYG 549,667 million.

OnJuly 4, 2017, our Paraguayan subsidiary signed a five-year loan agreement with the IPS (Instituto de Prevision Social) and the Inter-
American Development Bank for a total amount of PYG 367,000 million (approximately USD 66 million). The loan, denominated in local
currency carries a 10.08 % interest rate per annum and starts amortizing in Q4 2019. This Facility is guaranteed by Millicom.

Analysis of debt and other financing by maturity

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

As at March 31,

$ millions 2018 As at December 31, 2017

Due within:
(O LY | PP PPPPPPPPPPPPPPPPPR 122,158 94,951
ONE-TWO YBAIS ..uuuuuuuuuuuuuuuuneueusuausassssssansnsnnnsnsnsnsnsssnssssssssssssssssssssssssssnnnsnnnnnnn 209,095 207,657
TWO-TNIEE YEAIS «.uvvveieee ettt et e e et e e e e e e e e e e earaaeeaeeas 235,138 268,468
TNIEE-TOUN YEAIS ...eiiiiiiieiii ettt ettt e e e e saaeeae e 200,661 199,224
FOUP-TIVE YBAIS ..utiiieiiie ettt ettt ettt e e ebe e e e aaaaee s 1,796,752 1,789,971
ATLEE TIVE YBAIS ...ttt e et e e e e e eaae e e e e e e s naaeeeeeeeensenneaeeas 122,815 165,816

Total debt.........oooiiiieee e 2,686,619 2,726,087

8. COMMITMENTS AND CONTINGENCIES
Litigation & claims

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.

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 March 31, 2018, the total amount of provisions related to claims against the Group’s operations was PYG 6,420 million
(December 31, 2017: PYG 6,822 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..

Capital commitments

At March 31, 2018, the Company had fixed commitments to purchase network equipment, land and buildings, other fixed assets and
intangible assets of PYG 299,931 million (December 31, 2017: PYG 806,786 million).
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9. RELATED PARTY TRANSACTIONS

The following transactions were conducted with related parties during the three-month period ended March 31, 2018:

Three months

Three months

ended ended
PYG millions (unaudited) March 31, 2018 March 31, 2017
Millicom - Other Paraguayan OperationsS........cccuuveeeeeeeciiieeeeeeeciieeeeeeeenvaeeeeeeesnees 36,483 42,429
Millicom - Non-Paraguayan COMPANIS.......cccueeeeciuieeeiieeeeireeeeirieeeereeeeveeeesaseeeennees (2,089) (3,208)
L= 1 P RS 34,394 39,221
As at March 31, 2018 the Group had the following balances with related parties:

At At
PYG millions (unaudited) March 31, 2018 December 31, 2017
Receivables
Millicom - Other Paraguayan Operations........ccocueereerueeneeniuesiueeniesieessieesneenne 341,035 329,723
Millicom - Non-Paraguayan CoOMPanieS.......ceueereeeriierieeiieeniesieeneesieesieesneenne 838,551 839,491

1,179,586 1,169,214
At At

PYG millions (unaudited)
Payables

March 31, 2018

December 31, 2017

Millicom - Other Paraguayan Operations........ccoceeeveerieeneeniuesiieeneenieenieenneenne 74,592 65,207

Millicom - Non-Paraguayan COMPANIES.......ceueerueeerieerieereeriuesiueeseeseeesieesnesnee 9,529 10,516

TORAl ... 84,121 75,723
10. SUBSEQUENT EVENTS

Tower sale and lease-back agreement

As part of the agreement, in April 2018, the Company transferred 212 towers to American Tower International Inc. and collected cash

for PYG 119,058 million.
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