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ASELSAN ELEKTRONIK SANAYi VE TICARET ANONiIM SIiRKETi AND ITS SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENRERIHFINANCIAL POSITIONO®S31 MARCH 2018

(Amounts are

ASSETS

Current Assets
Cash and Cash Equivalents
Trade Receivables
From Related Parties
From Third Parties
Other Receivables
From Related Parties
From Third Parties
Inventories
Prepaid Expenses
From Related Parties
From Third Parties
Other Current Assets

Non-Current Assets
Financial Investments
Trade Receivables

From Related Parties

From Third Parties
Other Receivables

From Third Parties
Equity Accounted Inveses
Property, Plant and Equipment
Intangible Assets
Prepaid Expenses

From Related Parties

From Third Parties
Deferred Tax Assets
Other NonCurrent Assets

TOTAL ASSETS

expressed

n

thousands of TL and in thousands of
Restated(*)

Note 31 March 31 December
References 2018 2017
6.473.949 6.058.387

3 480402 1.262904
5 2.188302 1581229
4 804.755 460841
1.383547 1.120.388

99.602 112761

4 - 34
99.602 112727

7 2.506.513 2.221631
8 915534 657.683
4 132644 92555
782890 565128

283596 222179

5.723.103 5.580.209

568914 568914

5 1.477.700 1.574.956
4 932349 1.085679
545351 489.277

666 661

666 661

6 85413 83.324
9 1112198 1.090.843
9 955644 891216
8 529712 442731
4 301704 165487
228008 277.244

11 689.186 650.775
303670 276.789

12.197.052 11.638.596

(*) The group has applieBFR35 andTFRS with the date of initial application of 1 Janu&915 Details

are presented in note 2.2

The accompanying notes are an integral part of¢bheadensecconsolidatednterim financial
statements.
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ASELSAN ELEKTRONIK SANAYi VE TICARET ANONiIM SIiRKETi AND ITS SUBSIDIARIES

CONDENSED CONSOLIDANHERIMSTATEMENT OF PROFIT OR LOSS and OTHER COMPREHENSIVE

INCOMBE-OR THEHRESMONTH PERIOD ENDED 31 MARCH 2018

(Amounts are expressed in thousands of TLiamd t housands of " Foreign)Currency” unless

Restated (*)

Note 31 March 31 December
References 2018 2017
LIABILITIES

Current Liabilities 3.910.871 3.691.713
Shortterm Financial Liabilities 21 406916 404.312

Shortterm Portion of Longerm Financial
Liabilities 21 50.933 67.624
Trade Payables 5 1.691467 1.790231
To Related Parties 4 538643 512270
To Third Parties 1.152824 1.277.961
Employee Benefit Obligations 13 44.026 46.133
Other Payables 86.670 1.494
To Related Parties 4 84.656 65
To Third Parties 2.014 1.429
Government Grants and Incentives 40.326 41.643
Deferred Income 8 1.120568 900.106
To Related Parties 4 887573 686.837
To Third Parties 232995 213269
Corporate Tax Liability 2117 717
Shortterm Provisions 464.033 425907
For Employee Benefits 13 43954 42301
Other 10 420079 383606
Other Current Liabilities 3.815 13.546
Non-Current Liabilities 3.246.178 3.178.760
Longterm Financial Liabilities 21 47.751 62.207
Trade Payables 5 1.237.203 1.262015
To Related Parties 4 1.064.823 1.048376
To Third Parties 172380 213639
Other Payables 92 105
To Third Parties 92 105
Deferred Income 8 1.749.148 1.642766
To Related Parties 4 1.290.827 1.461.346
To Third Parties 458321 181420
Longterm Provisions 211984 211667
Longterm Provisions for Employee Benefits 13 169.059 168742
Other 10 42925 42925

(*)The group has applieBFR35 andTFRS with the date of initial application of 1 Janu&@§15 Details
are presented in note 2.2

The accompanying notes are an integral part of¢bheadensecconsolidatednterim financial
statements.
2
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ASELSAN ELEKTRONIK SANAYi VE TICARET ANONiIM SIiRKETi AND ITS SUBSIDIARIES

CONDENSED CONSOLIDANHERIMSTATEMENT OF PROFIT OR LOSS and OTHER COMPREHENSIVE
INCOMBE-OR THEHRESMONTH PERIOD ENDED 31 MARCH 2018

(Amounts are expressed in thousands of TLiamd t housands

EQUITY

Equity Attributable to Equity Holders of the Parent

Share Capital

Inflation Adjustments on Share Capital

Other Comprehensive Income that will not be
Reclassified to Profit or Loss
Gain on Revaluation of Property
Gain/ Loss on Remeasurement of Defined Bel
Plans

Other Cumulative Comprehensive Income will ol
may be Reclassified to Profit/Loss
Gain on Revaluation of Available for Sale
Financial Assets
Cumulative Translation Adjustments

Restricted Reserves

Retained Earnings

Net Profit

Non-Controlling Interests

TOTAL LIABILITIES AND EQUITY

(*)The group has applietFRS 15 an@iFRS with the date of initial application of 1 Janu&@§15 Details

are presented in note 2.2

of

"Foreign)Currency”

unl ess

Restated(*)

Note 31 March 31 December
References 2018 2017
5.040.003 4.768.123

5.039.480 4.767.581

14 1.000.000 1.000.000
14 98.621 98.621
209.087 209.087

207431 207431

1.656 1.656

545828 540.690

535444 535444

10.384 5.246

14 172686 124.062
2.661.897 1.419.220

351361 1.375.901

523 542

12.197.052 11.638.596

The accompanying notes are an integral part of¢bheadensecconsolidatednterim financial

statements.
3
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ASELSAN ELEKTRONIK SANAYi VE TICARET ANONiIM SIiRKETi AND ITS SUBSIDIARIES

CONDENSED CONSOLIDANHERIMSTATEMENT OF PROFIT OR LOSS and OTHER COMPREHENSIVE
INCOMBE-OR THEHRESMONTH PERIOD ENDED 31 MARCH 2018

(Amounts are expressed in thousands of TLianmd t housands of " Foreign)Currency” unless otherw
Restated(*)
1 January- 1 January-
Notes 31 March 31 March
References 2018 2017
PROFIT OR LOSS
Revenue 15 1.365199 1.074.069
Cost of Sales)( 15 (1.0333149) (761077)
GROSS PROFIT 331.885 312.992
General Administrative Expense} ( (44.339) (39.973)
Marketing Expenses)( (25.397) (22930)
Research and Development Expensgs ( (18841) (12.624)
Other Operating Income 16 508.878 410486
Other Operating Expenses ( 16 (375395) (307.350)
OPERATING PROFIT 376.791 340.601
Income from investing activities 17 29 8.964
Shares of profit/(losses) of Equity Accounted Investe 6 (2.001) 8.120
OPERATING PROFIT BEFORE FINANCIAL EXPENSE 374.819 357.685
Financial Income 18 61.527 79.204
Financial Expense) ( 19 (121299 (130878)
PROFIT BEFORE TAX FROM CONTINUING
OPERATIONS 315.048 306.011
Tax Income from Continuing Operations 11 36.294 37.687
- Current Corporate Tax Expenge( (2117) (1.221)
- Deferred Tax Income 38411 38.908
PROFIT FOR THE PERIOD FROM CONTINUING
OPERATIONS 351.342 343.698

Profit for the Period Attributable to

Non-Controlling Interest (29) (5)
Owners of the Company 20 351361 343703

351.342 343.698
Earnings for per 100 Shares (in full kurug) 20 35,14 34,37

(*) The group has applieBFR35 andTFRS 9 with the date of initial application of 1 Jan2#d/ Details
are presented in note 2.2

The accompanying notes are an integral part of¢bheadensecconsolidatednterim financial
statements.
4



ASELSAN ELEKTRONIK SANAYi VE TICARET ANONiIM SIiRKETi AND ITS SUBSIDIARIES

CONDENSED CONSOLIDANHERIMSTATEMENT OF PROFIT OR LOSS and OTHER COMPREHENSIVE
INCOMBE-OR THEHRESMONTH PERIOD ENDED 31 MARCH 2018

(Amounts are expressed in thousands of TLiamd t housands

PROFIT FOR THE PERIOD FROM CONTINUING
OPERATIONS

Items that will not to be reclassified subsequently in
Profit or Loss

Items that may be reclassified subsequently to profit
or loss

Foreign Currency ExchanDéferences

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME

Total Comprehensive Income Attributable to
Non-Controlling Interest
Owners of the Company

of "Foreign)Currency” wunl ess
Restated(*)
1 January- 1 January-
Note 31 March 31 March
References 2018 2017
351.342 343.698
5.138 3.483
5.138 3.483
5.138 3.483
356.480 347.181
(19) (5)
356.499 347.186
356.480 347.181

(*) The group has applieBFR35 andTFRS with the date of initial application of 1 Janu&@15 Details

are presented in note 2.2.

The accompanying notes are an integral part of¢bheadensecconsolidatednterim financial
statements.
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ASELSAN ELEKTRONIK SANAYi VE TICARET ANONiM SIRKETi AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATBEODTERIMSTATEMENT @HANGES IN EQUITY FOR THE-WMREEH PERIOD ENDED 31 MARCH 2018

(Amounts are expressed n thousands of TL and in thousands of " Foreign Currency” unl ess otherwise s
Other Comprehensive Income / Other Comprehensive Income
Expense that will not to be / Expense that may not to be
Reclassified Subsequently to Profit Reclassified Subsequently to
or Loss Profit or Loss Retained Earnings
Inflation Equity
Adjustments Remeasurement Cumulative Net Attributable to Non-
Share on Share Revaluation of Defined Fair Value Translation Restricted Retained Profit/(Loss) Owners of the Controlling
Capital Capital Reserve Benefit Plans Reserve Adjustments Reserves Earnings for the Period Company Interests Total
Balance as of 1 January 2017
(as previously reported) 1.000.000 98.621 216.072 3.283 485.346 684 94.158 997.649 795.191 3.691.004 463 3.691.467
Effect of TFRS 15 - - - - - - - (228.939) (36.921) (265.860) - (265.860)
Effect of TFRS 9 - - - - - - -- (6.531) 4.175 (2.356) - (2.356)
Balance as of 1 January 2017
Restated( *) 1.000.000 98.621 216.072 3.283 485.346 684 94.158 762.179 762.445 3.422.788 463 3.423.251
Transfergrestated) -- -- -- -- -- -- 29.904 657.041 (686945) -- -- --
RestatedTotal Comprehensive
Income -- -- -- - -- 3.483 -- -- 343703 347.186 (5) 347.181
Dividends -- -- -- -- -- -- -- -- (75500) (75.500) -- (75.500)
Balance as of 31 March 2017
Restated(*) 1.000.000 98.621 216.072 3.283 485.346 4.167 124.062 1.419.220 343.703 3.694.474 458 3.694.932
Balance as of 1 January 2018 (as
previously reported) 1.000.000 98.621 207.431 1.656 535.444 5.246 124.062 1.687.436 1.387.770 5.047.666 542 5.048.208
Effect of TFRS 15 - - - - - - - (265860) (13506) (279.366) - (279.367)
Effect of TFRS 9 -- -- -- -- -- -- -- (2.356) 1.637 (719) -- (719)
Balance as of 1 January 2018
Restated (*) 1.000.000 98.621 207.431 1.656 535.444 5.246 124.062 1.419.220 1.375.901 4.767.581 542 4.768.123
Transfers -- -- -- -- -- -- 48624 1.242677 (1291301 -- -- --
Total Comprehensive Income -- -- -- -- -- 5.138 - -- 351361 356.499 (29) 356.480
Dividends - - - - - - - - (84.600) (84,600) - (84.600)
Balance as of 31 March 2018 1.000.000 98.621 207.431 1.656 535.444 10.384 172.686 2.661.897 351.361 5.039.480 523 5.040.003

(*) The group has applieBFR35 andTFRS with the date of initial application of 1 Janu&@§15 Details are presented in note 2.2

The accompanying notes are an integral part of¢badensecconsolidatednterim financial statements.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES

CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands

of TL and in thousands of

Restated (*)

A.Cash Flows from Operating Activities
Profit for the period
Adjustments to Reconcile Profit
- Adjustments for Depreciation and Amortization Expense
- Adjustments for Impairment Loss
Adjustments for Impairment Loss of Receivables
Adjustments for Impairment Loss of Inventories
-Adjustments for Provisions
Adjustments for Provisions Related with Employee Benefits
Adjustments for (Reversal of)awsuit and/or Penalty Provisions
Adjustments foWarranty Provisions
Adjustments for (Reversal of) Other Provisions
-Adjustments for Interest (Income) Expenses
Adjustments for Interest Income
Adjustments for Interest Expense
- Share of profit/loss of Equity Accounted Investments
- Adjustments for Tax Income
- Adjustments for Losses on Disposal of Namrent Assets
- Adjustments for Stage of Completion of Construction or Service Contracts in Progre
Other Adjustments for which Cash Effects are Investing or Financing Cash Flov
Other NorCash Adjustments
Changes in Working Capital
- Adjustments for Decrease (Increase) in Trade Receivables
- Adjustments for Decrease (Increase) in Other Receivables Related with Operations
- Adjustments for Decreadgncrease) in Inventories
- Decrease (Increase) in Prepaid Expenses
- Adjustments for Increase (Decrease) in Trade Pagable
- Increase (Decrease) in Employee Benefit Obligations
- Adjustments for Increase (Decrease) in Other Operating Payables
- Increase (Decrease) in Government Grants and Incentives
- Increase (Decrease) in Deferred Income
- Adjustments for Other Increase (Decrease) in Working Capital
Cash Flows From Operations
Payments Related with Provisions for Employee Benefits
Payments Related with Other Provisions
Income Taxes Refund (Paid)
B.Cash Flows From Investing Activities
Proceeds from Sales of Property, Plant, Equipment and Intangible Assets
Purchase oProperty, Plant and Equipment
Purchase of Intangible Assets
Dividends Received
Other Cash Inflows {@lows)

C.Cash Flows From Financing Activities

Proceeds from Borrowings

Repayments of Borrowings

Interest Paid

Interest Received

NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS BEFORE
EFFECT OF EXCHANGE RATE CHANGES (A+B+C)

D. EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS
NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS (A+B+C+D)
E.CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD (A+B+C+D+E)

Note 31 March 31 March
References 2018 2017
(605.029) (146.045)

351342 343698

227.010 (177.708)

40.052 29.954

3.329 1.273

5 1.302 349
7 2.027 924
68.508 26.767

13 6.595 5.160
15.549 (10.566)

44.237 23.782

2127 8.391

50.582 45.891

(74.338) (54.976)

124920 100867

2.701 (8.120)

(36.294) (37.687)

9 4,984 6.041
84.159 (198391

10.406 (14.108)

(1.417) (29.328)

(1.152.599) (289.750)

(591798) 198.601

13.153 (12511)

(282059) (87.694)

(344833) (257.239)

(78.148) (46.217)

13 (2.107) (16.473)
562 343

(1.317) (119)

230439 (15.196)

(96.491) (53.245)

(574.247) (123.760)

13 (4.625) (4.062)
(25.440) (17.796)

(717) 427)

(139.283) (107.850)

39 322

(48610) (34.393)

9 (86.591) (69.226)
700 8.938

(4.821) (13491)

(44.782) (72.347)

96.582 202748

(146961) (281461)

19 (954) (3.453)
6.551 9.819

(789.094) (326.242)

7.230 32.432

(781.864) (293.810)

1.261.753 1.167.894

3 479.889 874.084

(*) The group has applieBFRS 15 an@RS 9 with the date of initial application of 1 Jan2@is

Details are presented in note 2.2

"For

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

statements.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
1. ORGANIZATION AND OPERATIONS OF THE GROUP

ASELSAN Elektronik Sanayi ve Ticarev A i m (She Cdmpdny) was established in order to
engage principally in research, development, engineering, production, tests, assembly, integration
and sales, after sales support, consultancy and trading activities, to provide and conduct all sorts of
activities for projecipreparation, engineering, consultancy, service providing, training, contracting,
construction, publishing, trading, operation and internet services regarding various software,
equipment, system, tools, material and platforms in the fields of electricattr@nics, microwave,
electro-optics, guidance, computer, data processing, encryption, security, mechanics, chemistry and
related areas within the army, navy, air force and aerospace applications to all institutions,
organizations, companies and individeahsumers.

The Company was established at the end of 1975 as a corporation by Turkish Land Forces
Foundation. The Company commenced its product.i

Asof the reporting dates the Company has been organizedder five divisions under th¥ice

Presidencywith regard to investment and prodtion requirements of projectsThese divisions
comprise The Communication and InformatidechnologiesVice Presidency‘ ' H,BRRdar,

Electronic Warfare and Intélence SystemsVice Presidency ‘ ' R E HDefénse Systesn
Technologie¥ice Presidency ' Sa®dMicroelectronics, Guidance & Elecptics DivisiorVice

Presidency * M Ga&n@Transportation, Security, Energy and Awuddion System¥ice Presidency
‘7T UGES' "’

In addition to theVice Presidenciesbove the Company organization also includes the Financial
ManagementVice PresidengyCorporate ServicesVice Presidency Technologyand Strategy
ManagementVice Presidencgnd Human Resources Managemdfite Presidencynaking a total

of nine Vice Presidency

The Company maintains engineering operations in Ankara, METU Teknokent; production and
engineering operationmm Macunkoy, Akyurt and GOl basi . Gene
Ma ¢ u nRuithgrmore Certain management offices of t8eS T a n WiceRé&siddniSe s ° s o me
management offices and Product Support Management of UBE&SPresidencyare located in

Istanbul Teknopark.

Tur ki sh Ar med F ®KGYes i o urhdeddanabitma Coaipdayrwhithdolds
84,58percentof the capital and maintains control of the CompampKGWas established on 17
June 1987 with the law number 3388, in order to manufacture or import guns, equipment and
appliances needed for Turkish ArmEdrces.

The Company is registered to Capital Mar ket s
guoted i n BorAmoniinst a®idnBklelsinte) 199. As of

31 March 2018 1530 percent o f t he Company’ s s thaded e s a
(31 Decembe017: 1530 percend (Note 14).

The Company’s trade registry address i s Mehm
Yenimahalle/Ankara. The average number of personnel emglbye¢heGroup as of 31 March 2018
is 5544 (31 December 201%.440).



ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For

1.

ORGANIZATION AND OPERATIONS OF THE GROUP (continued)

The Company’ s cons ASELSANDBagd rskuelt sii d id"aAvBkEseekirahik eB a k
Ar-Ge Tasalriicmmr eeé¢ LimitARGESASKIeESANNETMI Klreoktroni
Sistemleri Sanayi Ticaret | ns aaandASELSANAValaykiaiSdn. L i
Bhd (ASELSAWalaysig. Theyarec ol | ect i vely referred as the “G

The Company has two branch officésselsan Elektronik Sary i ve Ticar &P Co/Anon
(‘""" ASELSAN South Af r i Coaridor-)OHighwal ToN Sddcti®orASystéhigiekte d o |
(" ASEL S AN lobatedire SbutmAifriaa’ ahd) MacedonieespectivelyAll of the branches are
included in thecondensedconsolidatednterim financial statements.

BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Statement of Compliance to TAS
The accompanying consolidated financial statements are prepared in accordance with the

requirements of CMB Communiqué Seri al (I I N o
Mar ket €dmmuni qué” ), which were published in ¢t
and in accordance with the Turkish Accounti ng

been put into effect by the Public Oversight Accounting and Auditing Stdsdauthority
(“ PSBA .

The condensed consolidated financial statements of the Group for the quarter ended 31 March 2018
are prepared in accordance with TAS 34 "Interim Financial Reporting". Interim condensed
consolidated financial statements do not indtuall the information and disclosures required to be
included in the annual financial statements and should be read in conjunction with the annual
financial statements prepared by the Group as at 31 December 2017.

Condensed consolidated financial staterteare the first financial statements for which TFRS 15
and TFRS 9 applied. The changes in significant accounting policies are explained in note 2.2.

Preparation of the Consolidated Financial Statements

The consolidated financial statements and its not® presented in accordance with the
requirements announced by the CMB’'s announcem

These consolidated financial statements have been approved for issue by the Board of Dinectors
2 May2018 with the resoltion number990. No authorityother than General Assembly and legal
entities has the right to amend the consolidatederim financial statements.

Functional and Presentation Currency

The individual financial statements of each Group entity are presented in the currency of the primary
economic environment (“Functional Currenc?
The Company’'s reporting currency is Turkish L
statements, the results and financial position of each entity are exprassed, which is the functional,

and presentation currency of the Company for tlwendensed consolidated interim financial
statements.

All amounts have been rounded to the nearest thousand, unless otherwise indicateatametpressed
in thousands of TL or Foreign Currency unless otherwise stdtedc us i s Tur ki sh Cu
1 TL is equal to 100 Kurus.

Accounting in hyperinflationary economies

CMB, with its resolution dated 17 March 2005 numbered 11/367 decldwaccompanies operating in

Turkey which prepare their financial statements in accordance with CMB Accounting Standards,
effective 1 January 2005, will not be subject to the application of inflationary accounting. Consequently,
in the accompanying finareil statements (“1"ASI'TAS 29") *“F
Economies” has not been applied since 1 Janua




ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
2.1 The Basis of Presentation (continued)
Basis of Consolidation
Subsidiaries
The details of the of the Group are as follows:
Group’s proportion of
ownership and voting power
held (%)
Functional 31 March 31 December
Subsidiaries Location Currency 2018 2017 Main Activity
Communication
ASELSANNET Turkey TL 100 100 systems
Marketing and sale
of the group
ASELSAN Bak  Azerbaijan  AZN 100 100 products
Microelectronic
Mikro ARGE Turkey TL 85 85 R&D projects
ASELSAN Remotecontrolled
Malaysia Malaysia ~ MYR 100 100  weapon system:

The consolidated financial statementgludethe financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is achieved whésrthug
1 has power over the investee;

1 is exposed, ohas rights, to variable returns from its involvement with the investee;
and
1 has the ability to use its power to affect its returns

TheGroupreassesses whether or not it controls an investee when if facts and circumstances arise
there are changes to ona more of the three elements of control listed above.

Even though theGroup has voting rights less than a majority, if it has ability to manage the
operation of the investee unintentionally, then the Group assess that it has control over that
investee The Group considers all relevant facts and circumstances in assessing whether or not the

Group s voting rights in an investee are suffici
1 comparison of voting rights of th@roupand the others

1  potential voting rights held by th&roup and others

1 rights arising from other contractual arrangements; and

1 any additional facts and circumstances that indicate @reuphas, or does have, the current

ability to direct the relevant activities at the time that decisions need to be made (including

voting patterns at previous sharehol der s’ m

1

‘ASELSAN MBhdy%ihaSdheen established in order to operate

whi ch ASELSAN owns precent 100. The Company’'s capital i s
According to the new business ampoject potentials in Malaysia, the Company has a plan to grow and establish local
partnerships.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amount s

2.
2.1

ar e

expressed

in

thousands of

TL

and

in

thousands

BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

The Basis of Presentation (continued)

Subsidiaries (continued)

of

"For

The financial statements of subsidiaries are included in the consolidated financial statements from
the date on which control commences until the date on which control ce&sesme and expenses
of a subsidiary acquired or disposed of during the yeairkided in the consolidated statement
of profit or loss and other comprehensive income from the date ®reupgains control until the

date when theGroupceases to control the subsidiary.

Eachitem of profit or loss and other comprehensive income at&ibuted to the owners of the

Company and to the noeoontrolling interests. Total comprehensive income of subsidiaries is

attributed to the owners of the Company and to the noontrolling interests even if results in the
non-controlling interests having deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaakgnwith the
Groupaccounting policies

All intragroup assets and liabilities, equity, income and expenses, profits and losses and cash flows
relating to transactions between members of the Group are eliminatedngconsolidation.

Joint Ventures:

The detail s of tomteentBresasglthedateddtareh20d8andS81 Decemibper
2017 are as follows:
Group’s proportion of ownership
and voting power held (%)
Country of
incorporation and 31 March 31 December
Joint Ventures Main Activity operation 2018 2017
Hassas Optik Sanayi ve Ticare! Sensitive optic
Anonim Sirketi technologies Turkey 50 50
(‘""" ASELSAN Opt
Production of micro and
Mikro Nano Teknolojileri Sanay nano sized devices which
ve Ticaret Ano containssemconductive Turkey 50 50
(‘" ASELSAN Bi I andsimilartechnological
materials
International Golden Group Production, integration,
(“ 1 BEELJAN Integrated salgs and technlcgl United Arab Emirates 49 49
Systems LLC maintenance servicef
(“1 GG ASEL SAN" hightechnology product
Production, sales and
Kazakhstan ASELSAN technicalmaintenance
Engineering LLP serviceof electronic and Kazakhstan 49 49
(“ASEL SHsN akha'2) a electro-optic devices and
systems
Production, sales and
ASELSAN Middle East psc  Schnicaimaintenance
. service of electronic and Jordan 49 49
(“ ASEJor&AN . -
electro-optic devices and
systems
Saudi Arabiaefense Productionand sale of
?I?ctéozltlzjs E (é:rporLat:_o rz: ") radar, electronics, warfare Saudi Arabia 50 50
and electreoptic products
Y.I TAL M' ker o€ | e Production of micro and
TicaretA o nim Si 1 Kt panssized devices Turkey 51 -

(“YtTAL

containing semiconductor

11



ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.1 The Basis of Presentation (continued)

Basis of Consolidation (continued)

Joint Ventures (continued):

A joint venture is a joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint arrangement. Joint control is the contractually
agreed sharing of control of an arrangement, which exists onlgnadecisions about the relevant
activities require unanimous consent of the parties sharing control.

ASELSAN Optik has been established on NeYtHh and it is owned by the Compaanyd Sivas Optik

Mal zemel er i Sanayi ve Ti ctowretshipAcacb. Mhe prodgdtian bfe t i
precision optical technology for ultraviolet, visible and near infrared bands get designeé
produced abroad by the Compafuyffilled by the facility established in Sivas. Construction of optics
production facility andsetup of production machines have been completed in February 2016.
Manufacturing plant has started mass production in March 2016.

ASELSAN Bilkent has been established in November 2014 and it is owinecCbynpang n d | h's an
Dogr amac. Bil kent University with 50 pegcent
facility have beercompleted in January 2016t has been established to produce all varieties of
semiconductive and micro and nano sized devices comgisimilar technological material§he

facility wasopenedin the fourth quarter of 2016.

SADEQLC orporation was established to manufacture and sell radar, electronic, warfare and
electro-optic products in Saudi Arabia 27 December 201&0 percentof the share belongs tthe
Companyand 50 percent belorsjo TAQNIA DSTk.is planned that the necessary infrastructure and
production facility investments of the company will be completed within two years.

The ¢ omp an yhadbeearestablishedn ofidér ko operate in the field of micro and nano

sized devices containing semiconductor and similar technological materialgers&nt of the
company belongs to ASELSAN whereas, TUBI TAK a
29 percentand 20percent stake respectively. The n t iestablislimentwas registered on4

October, 2017.

The Group’s joint ventures; | GG ASELSAN and A
ASELSAN Jordan which was established in 2012 and ASELSAN OptikSad Bii&ent which were
established in 2014, and SADEC LLC which was established in 2016, were included in the condensed
consolidatednterim financial statements by using the equity method

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements

In order to determine the financigbositonand per f or mance trends, t h
financial statements are prepared comparatively to the previous term. For the purpose ofjhavin
consistencywi t h t he current term’'s presentation of ¢
data is reclassified and significant differences are explained if necessary.

The group has appliedFRS 15 Revenue from Contracts with Customers TS 9 Financial
Instruments that are effective from 1 January 2048 prior periodsretrospectivelywith the date
of initial application of 1 January 2Blin accordance with the transition requirement$ e
respective standards andAB 8 Accounting Policies, Changesdecountirg Estimates and Errars

12



ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)
a) The following tables summarise the impacts of adopiRrRS 12ndTFRS 9 on t he G
statement of profit or losand other comprehensive inconfer the 3 month period ende@1
March 2017 anagnnualconsolidatedstatement of financial position and stateent of profit
or lossand other comprehensive inconas atand forthe years ende®1 Decembe2017 and
31 December 2016
TFRS 15 TFRS 9
Effect of
As Previously Effect of Change Significant Effect of Restated 31
31 December 2016 . . . R December
Reported in Measurement Financing Impairment 2016
Component
ASSETS
Current Assets 5.062.438 233.991 - (19.060) 5.277.369
Trade Receivables 2.039.695 - - (19.060) 2.020.635
Inventories 1.187.398 226.295 - -- 1413693
Prepaid Expenses 380150 7.696 - -- 387.846
Non-Current Assets 3.535.423 60.870 202.925 589 3.799.807
Trade Receivables 385592 38.269 147.089 -- 570950
Intangible Assets 697.131 11972 -- - 709103
Deferred Tax Assets 384573 10.629 55.836 589 451627
TOTAL ASSETS 8.597.861 294.861 202.925 (18.471) 9.077.176
LIABILITIES
Current Liabilities 2.235.678 337.375 426.271 -- 2.999.324
Trade Payables 1.052907 337375 - - 1.390.282
Deferred Income 370581 - 426271 - 796.852
Non-Current Liabilities 2.670.716 - - (16.115) 2.654.601
Long Term Provisions 203133 - - (16.115) 187.018
EQUITY 3.691.467 (42.514) (223.346) (2.356) 3.423.251
Equity Attributable to Equity
Holders of the Parent 3.691.004 (42.514) (223.346) (2.356) 3.422.788
Retained Earnings 997.649 (92132 (136807) (6.531) 762179
Net Profit 795191 49.618 (86.539) 4175 762445
TOTAL LIABILITIES AND EQUITY 8.597.861 294.861 202.925 (18.471) 9.077.176
PROFIT OR LOSS
Revenue 3.768116 122289 (39.837) - 3.850568
Cost ofSaleg-) (2.845.098) (60.266) - 5219 (2.900.145)
GROSS PROFIT 923.018 62.023 (39.837) 5.219 950.423
OPERATING PROFIT 818.740 62.023 (39.837) 5.219 846.145
OPERATING PROFIT BEFORE
FINANCE EXPENSE 818.953 62.023 (39.837) 5.219 846.358
Financial Income 66.361 -- 140567 -- 206928
Financial Expende) (151291) - (208904) - (360195)
PROFIT BEFORE TAX FROM
CONTINUING OPERATIONS 734.023 62.023 (108.174) 5.219 693.091
Tax Income from Continuing (12.405)
Operations 61.178 21.635 (1.044) 69.364
- Deferred Tax Income 62.726 (12405) 21.635 (1.044) 70.912
PROFIT FOR THE YEAR FROM
CONTINUING OPERATIONS 795.201 49.618 (86.539) 4.175 762.455
Earnings per 100 Sharés full
kurus) 7952 4,96 (8,65) 0,42 76,24
Total Comprehensive Income 892.731 49.618 (86.539) 4.175 859.985
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are

2.
2.2

expressed in

thousands of

TL and

n

thousands of

BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

Comparative Information and Restatement of Prior Period Consolidated Financial Statements

"For

(continued)
TFRS 15 TFRS 9
Effect of
As . . Restated 31
31 December 2017 Previously Effect of Change in Sl.g mfncla nt EffeF t of December
Measurement Financing Impairment
Reported 2017
Component
ASSETS
Current Assets 5.798.135 280.788 -- (20.536) 6.058.387
Trade Receivables 1.601765 - - (20.536) 1581229
Inventories 1.944.389 277242 - - 2.221631
PrepaidExpenses 654137 3.546 - - 657.683
Non-Current Assets 5.120.082 164.082 295.842 203 5.580.209
Trade Receivables 1.198294 153101 223561 - 1574956
Intangible Assets 868997 22219 - - 891216
Deferred Tax Assets 589529 (11238) 72.281 203 650775
TOTAL ASSETS 10.918.217 444.870 295.842 (20.333) 11.638.596
LIABILITIES

Current Liabilities 2.671.635 420.431 599.647 -- 3.691.713
TradePayables 1.369.800 420431 - - 1.790.231
Deferred Income 300459 - 599647 - 900106
Non-Current Liabilities 3.198.374 - -- (19.614) 3.178.760
Long Term Provisions 231281 - - (19.614) 211667
EQUITY 5.048.208 24.439 (303.805) (719) 4.768.123
Equity Attributable to Equity

Holders of the Parent 5.047.666 24.439 (303.805) (719) 4.767.581
Retained Earnings 1.687.436 (42514) (223346) (2.356) 1419220
Net Profit 1.387.770 66.953 (80.459) 1.637 1.375901
TOTAL LIABILITIES AND EQUITY 10.918.217 444.870 295.842 (20.333) 11.638.596
PROFIT OR LOSS

Revenue 5.360279 31775 20.199 -- 5412253
Cost of Sales)( (4.005.346) 57.045 -- 2.023 (3.946.278)
GROSS PROFIT 1.354.933 88.820 20.199 2.023 1.465.975
OPERATING PROFIT 1.173.065 88.820 20.199 2.023 1.284.107
OPERATING PROFIT BEFORE

FINANCE EXPENSE 1.191.669 88.820 20.199 2.023 1.302.711
Financial Income 99.494 - 146.048 -- 245542
Financial Expense) ( (120140) - (263151) -- (383291)
PROFIT BEFORE TAX FROM

CONTINUING OPERATIONS 1.171.023 88.820 (96.904) 2.023 1.164.962
Tax Income from Continuing

Operations 216.826 (21.866) 16.445 (386) 211018
- Deferred Tax Income 218862 (21.866) 16.445 (386) 213054
PROFIT FOR THE YEAR FROM

CONTINUING OPERATIONS 1.387.849 66.954 (80.459) 1.637 1.375.980
Earnings per 100 Shares (in full

kurus) 13878 6,95 (8,04) 0,16 137,60
Total Comprehensive Income 1.432.241 66.953 (80.459) 1.637 1.420.372
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)

TFRS 15 TFRS 9
As Effect of
. Effect of Change Significant Effect Restated 31
Previously . N . .
Reported in Measurement Financing Impairment March 2017
31 March 2017 p Component

PROFIT OR LOSS
Revenue 990426 89.875 (6.232) - 1.074.069
Cost of Sales)( (757.395) (3.333) - (349) (761077)
GROSS PROFIT 233.031 86.542 (6.232) (349) 312.992
OPERATING PROFIT 260.640 86.542 (6.232) (349) 340.601
OPERATING PROFIT BEFORE

FINANCE EXPENSE 277.724 86.542 (6.232) (349) 357.685
Financial Income 43226 - 35.978 -- 79.204
Financial Expense) ( (43462) - (87.416) - (130878)
PROFIT BEFORE TAX FROM

CONTINUING OPERATIONS 277.488 86.542 (57.670) (349) 306.011
Tax Income from Continuing 43392 (17.308) 1153 70 37.687

Operations
- Deferred Tax Income 44,613 (17.308) 11533 70 38.908
PROFIT FOR THE PERIOD FROM

CONTINUING OPERATIONS 320.880 69.234 (46.137) (279) 343.698

320885 69.234 (46.137) (279) 343703

Earnings per 100 Shares (in full

kurus)
PROFIT OR LOSS 32,09 6,92 (4,61) -- 34,37
Total Comprehensive Income 324.363 69.234 (46.137) (279) 347.181
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)

b) TFRS 15 Revenue from Contracts with Customers
TFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaces existing revenue recognition guidance, inclddinyj8 Revenue,
TAS 11 Constructiono@tracts andTFRYK3 Customer Loyalty Programmes.

General model for revenue recognition

TFRS 15 requires revenue recognition for all contracts with customers to follow thetdiy@pproach
to revenue recognition.

Step 1: Identifying the contract

A contract exists only if it is legally enforceable, the collection of the consideration is probable, the
rights to goods and services and payment terms can be identified, the contract has commercial
substance; and the contract is approved and the pariescommitted to their obligations.

If either contracts were negotiated as a single commercial package, or consideration in one contract
depends on the other contract or goods or services (or some of the goods or services) are a single
performance obligdbn the Group accounts the contracts as a single contract.

Step 2: Identifiying the performance obligations

Group defines performance obligation as a
assesses the goods or services promised in a contlitta customer and identifies as a performance
obligation either a good or service that is distinct; or a series of distinct goods or services that are
substantially the same and have the same pattern of transfer to the customer.

A contract may containrpmises to deliver a series of distinct goods or services that are substantially
the same. At contract inception, an entity determines whether the series of goods or services is a
single performance obligation.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)

b) TFRS 15 Revenue from Contracts with Customers (Continued)

Step 3: Determining the transaction price

In order to determine the transaction price, the Group assesses how much consideration it expects to
be entitled to by fulfilling the contract. In arriving at the assessment, the Group considers variable
elements of consideration, as wel the existence of a significant financing component.

Significant financing component

The Group revises the promised amount of consideration for the effect of a significant financing
component to the amount that reflects what the cash selling price efgtomised good or service.

As a practical expedient, the Group does not adjust the transaction price for the effects of a significant
financing component if, at contract inception, the entity expects the period between customer
payment and the transfer ajoods or services to be one year or less. In cases where advance for the
services are received and the payment scheme
throughout the period, the Group concludes that the period between performance and payisien
never more than 12 months, therefore the expedient is applied.

Variable consideration

The Group identifies items such as price concessions, incentives, performance bonuses, completior
bonuses, price adjustment clauses, penalties, discounts, credissmilar items may result in variable
consideration if there is any in a customer contract.

Step 4: Allocating the transaction price to performance obligations

If distinct goods or services are delivered under a single arrangement, then the considésation
allocated based on relative staradone selling prices of the distinct goods or services (performance
obligations). If directly observable stafatbne selling prices are not available, the total consideration
in the service contracts is allocated basedtheir expected cost plus a margin.

Step 5: Recognition of revenue
The Group recognises revenue odiene if any of the following conditions is met:

— customer simultaneously receives and consumes the benefits as the entity performs, or

— the custome controls the asset as the entity creates or enhances it, or

— Group’s performance does not create an asse
there is a right to payment for performance to date.

For each performance obligation that ssitisfied over time, an entity selects a single measure of
progress, which depicts the transfer of control of the goods or services to the customer. The Group
uses a method that measures the work performed reliably.

The Group uses cost incurred to meastive progress towards to completion of the project where the
input method is used and uses units transferred to measure the progress towards to completion of the
project where the output method is used.

If a performance obligation is not satisfied over tintteen the Group recognise revenue at the point in
time at which it transfers control of the good or service to the customer.

Onerous contracts

The Group recognises provision in accordance withPATS 37 “ Pr ovi si ons, Con
ContingentAs et s” when the unavoidable costs of meet
economic benefits.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)

b) TFRS 15 Revenue from Contracts with Customers (continued)

Contract modifications

The Group recognises a contract modification as a separate contract if the modification results in a
promise todeliver additional goods or services that are distinct and an increase in the price of the
contract by an amount of consideration that reflects the entity's statmhe selling price of those
goods or services adjusted to reflect the circumstances ofctiv@ract. If the goods or services are
distinct, then the entity accounts for the modification as if it were a termination of the existing contract
and the creation of a new contract. If the modification to the contract does not add distinct goods or
services, then the entity accounts for it on a combined basis with the original contract, as if the
additional goods or services were part of the initial contract.

Impacts identified

The details of the new significant accounting pgelcand the nature of thehanges to previous
accounting policies in relation to the Group’

UnderTFRS 15, revenue is recognized when a customer obtains control of the goods or services.
Determining the timing of the transfer of contrelat a point in time or over time requires
judgement.

Type of Nature, timing of satisfaction

product/service of performance obligations,
significant payment terms  Nature of change in accounting policy

Product sales Customers obtain control ofUnder TAS 18, revenue for these contracts or orde
productswhen the goods  was recognize when a reasonable estimate of the
are delivered to and have returns could be made, provided that all other
been accepted at their criteria for revenue recognition were met.
premises. If a reasonable estimate could not be made, then
Invoices are generated and revenue recognition was deferred until the return
revenue is recognized at theperiod lapsed or a reasonable estimate of returns

point in time. could be made.
Invoices are usually payabléThere has been no significant impact in the
within 1 year. financial statements resulting from the sale of

products due to the application ofFRS 15
accounting policies.

Long term Long term contracts includélUnderTAS 11 “ Constructi on

contracts the design, production outcomeof a contract could be estimated reliably,
integration and delivery of arevenue was recognised over the the contract tert
product or a group of The Group used the "“pe
products. met hod” to determine t

Design is available for the recognise in a given period. The stage of complet
customer and customer canwas measured bthe reference to the contracts cos
benefit from design on its incurred up to the reporting date as a percentage
own or together with other total estimated cost for each contract.

readily available resources.

Whether the client has the

intellectual and industrial

property rights to the desigr

are specified in the

contracts.

18



ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)

b) TFRS 15 Revenue from Contracts with Customers (continued)

Type of Nature,timing of

product/service satisfaction of
performance
obligations,significant
payment terms Nature of change in accounting policy

Long term Design creates a For long term contactSIFRS15 had a significant

contracts customer specific i mpact on the Group’s
asset with no In longterm contracts, performance obligations ar
alternative use to the classified as design, production and other.
Group. Other perfamance obligation consists of acquisitic
Production and of technology, training, maintenanaepair, delivery

integration is to make of spare parts.

the designed product Transaction prices include a significant financing
ready for economic component due to the long term nature of contrac
benefit for the and the inclusion of advance payments.
customer. Thetiming of payments provides a significant ben
Itisclearly stated in to the customer or business by financing the trans
the contracts whetherof goods or services to the customer.

the Group has a legalThe performance obligations that meet the over
enforceable right to time revenue recognition criteria are measured by
payment for the input methodand are accounted for by the
performance percentage of completion method

completed to date.  If a performance obligation does not meet the ove
The contract may time criteria, it is accounted for at a point in time.
include an advance Revenue is recognized when the Customer takes
payment. Advance control of the promised asset.

payments help to TFRS 15 hasgnificant effects for long term
ensure the financing contracts for two main reasons:

of the Group to meet

its obligations a) Changes on methods of recognition of revenue
The Group's long ternWith the TFRS 15, it has been assessed that som:
contracts may includethe performance obligations of these contracts do
technology not meet the over time accountingriteria, and
acquisition, training, revenue is recognized at a point in time and with 1
maintenancerepair, output method.The impact of this change on the
and spare parts financial statements is presented in the note 2.2 t
delivery obligations

other than design andb) Significant financing component

production. UnderTFRS 15, for long term contracts involving ¢
Performance important financing component, when the
obligations that do noicontracted goods or services are transferred, the
meet the criteria for contract price is adjusted to reflect the cash sellin
over time revenue  price.The impact of this change on the financial
recogniton are statements is presented in the note 2.2 b.
accounted for point in

time using output

method.

19



ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)

TFRS 9 Financial Instruments

TFRS 9 Financial Instruments sets out requirements for recognising and measuring financial asset:
financial liabilities and some contracts to buy or sellHfioancial items. This standard replacesS 39
Financial Instruments: Recognition and Measurement.

i. Classification — Financial assets

TFRS 9 contains a new classification and measurement approach for financial assets that reflects the
business model in which assets are managed and theirftmgltharacteristics.

TFRS 9 contains three principal classification categories for financial assets: measured at amortisec
cost, Fair Value Thrgh Other Compreheig e | ncome (“ FVOCI ") and Fai

(“FVTPL") . The st andaASB9 atkgorias of Adldets maturitye loapsxands t
receivables and available for sale.i nanci al i nvest ment s cl assi fi
Asset s” i n JFASSDaredlassifte@d as FMOCIHNn accordancdRMRB 9.

UnderTFRS 9, derivatives embedded in contracts where the host is a financial asset in the scope of the
standard are never bifurcated. Instead, the hybrid financial imagnt as a whole is assessed for
classificationThe Group does not have any embedded derivatives as of reporting date.

ii. Impairment¢ Financial assets and contract assets

TFRS 9replase t he ‘i ncur rAS@9 withbasfawartboking eel x pienc tTed cr edi
model. This require considerable judgement about how changes in economic factors affect ECLSs,
whichisdetermined on a probabilityveighted basis.

The new impairment model appkto financial assets measured at amortisedtaurs-VOCI, except for
investments in equity instruments, and to contract assets.

Under FRS 9, loss allowanca® measured on either of the following bases:

1 12-month ECLs: these are ECLs that result from possible default events within the 12 months
after the reporting date; and

T lifetime ECLs: these are ECLs that result from all possible default events over the expected life
of a financial instrument.

Lifetime ECL measurement (simplified approdstaways appéd to trade receivables and contract
as®ts without a significant financing component.

iii. Classificationg Financial liabilities
TFRS 9 largely retains the existing requirementBAS 39 for the classification of financial liabilities.

However, undeiTAS 39 all fair value changes of liabilities designated as at FVTPL are recognised ir
profit or loss, whereas unddiFRS 9 these fair value changes are generally presented as follows:

the amount of change in the fair value that is attributable to changehe credit risk of the liability is
presented in OCI; and the remaining amount of change in the fair value is presented in profit or loss.

The Group has not designated any financial liabilities at FVTPL and it has no current intention to do so
TheGr oup’'s assessment did not indicate any mat
liabilities at 1 January 261
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of " For
2, BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.2 Comparative Information and Restatement of Prior Period Consolidated Financial Statements
(continued)

TFRS 9 Financial Instruments (continued)
iv. Hedge accounting

When initially applyindFRS, the Group may choose as its accounting policy to continue to apply the
hedge accounting requirements ®AS 39 instead of the requirementsT#RY. During selection of
the accounting policie§,FRS gives option of continuing witFAS 39 hedge accating principles and
deferring hedge accounting rules in accordance WIiftRS. The Group does naipply hedge
accounting

2.3 Accounting Policies, Changes in Accounting Estimates and Errors

Significant changes in accounting policies and errors are aptenspectively and prior period
financial statements are restated, changes in accounting estimates are reflected to the financial in
current period profit/loss.

When change in estimate in accounting policies are related with only one period, changes are
applied on the current period but if the estimated changes are for the following periods, changes
are applied both on the current and following periods prospectively.

2.4 Summary of Significant Accounting Policies
Standards Issued But Not Yet Effective and Not Early Adopted as of 31 March 2018
Standards Issued But Not Yet Effective and Not Early Adopted

Standards, interpretations and amendments to existing standards that are issued but not yet
effective up to the date of issuance of the consolidated finarst@ements are as follows. The
Group will make the necessary changes if not indicated otherwise, which will be affecting the
consolidated financial statements and disclosures, after the new standards and interpretations
become in effect.

Amendments to TFRS 9 - Prepayment features with negative compensation

On December 2017R0ASAhas issued amendments to TFRS 9 to clarify that financial assets
containing prepayment features with negative compensation can now be measured at amortised
cost or at fair valuehrough other comprehensive income (FVOCI) if they meet the other relevant
requirements of TFRS 9. Under TFRS 9, a prepayment option in a financial asset meets this criterion
if the prepayment amount substantially represents unpaid amounts of principairaekst, which

may include ‘reasonable additional compensat
amendments are effective for periods beginning on or after 1 January 2019, with earlier application
permitted.

The Group is assessing the potenimapact on its consolidated financial statements resulting from
the application of the amendments to TFRS 9
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(Amounts are expressed in thousands of TL and in thousands of " For

2.
2.4

BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Summary of Significant Accounting Policies (continued)

Standards Issued But Not Yet Effective and Not Early Adopted as of 31 March 2018 (continued)
Standards Issued But Not Yet Effective and Not Early Adopted (continued)

Amendments to TAS 28- Long-term Interests in Associates and Joint Ventures

On December 201 POASAas issued amendments to TAS 28 to clarify that entities also apply TFRS

9 to other financial instruments in an associate or joint venture to which the equity method is not
applied. These include lorgrm interests that,t m subst ance, form part
investment in an associate or joint venture. An entity appli€R® to such longerm interests

before it applies related paragraphs of TAS 28. In applying TFRS 9, the entity does not take account
of any adjustrents to the carrying amount of loAgrm interests that arise from applying TAS 28.

The amendments are effective for periods beginning on or after 1 January 2019, with earlier
application permitted.

The Group is assessing the potential impact on its dafeged financial statements resulting from
the application of the amendments to TAS 28.

The new standards, amendments and interpretations that are issued by the International Accounting
Standards Board (IASB) but not issuedRQASA

The following standals, interpretations and amendments to existifgfRStandards are issued by

the IASB but these standards, interpretations and amendments to exiBER§Standards are not

yet adapted/issued to TFRS by B@®ASAthus they do not constitute part of TFR8cl$standards,
interpretations and amendments that are issued by the IASB but not yet issued BYORSAre
referred to asTFR®r TAS. The Group will make the necessary changes to its consolidated financial
statements after the new standards aridterpretations are issued and become effective under
TFRS.

TFRS 16 Leases

On 13 January 2016, IASB issued the new leasing standard which will Téy#ateé Leases,
IFRIC 4 Determining Whether an Arrangement Contains a Lease, SIC 15 Operating Leases
Incentives, and SIC 27 Evaluating the Substance of Transactions Involving the Legal Form of
a Lease and consequently changesT#®S 40Investment PropertiesTFRSL6 Leases
eliminates the current dual accounting model for lessees, which distinguishes betmeen
balance sheet finance leases and-lbdflance sheet operating leases. Instead, there is a
single, orbalance sheet accounting model that is similar to current finance lease
accounting. Lessor accounting remains similar to current practice. The stasddHfective

for annual periods beginning on or after 1 January 2019, with early adoption permitted
provided that an entity also adopfBFR35 Revenue from Contractgith Customers. The
Group is assessing the potential impact on its consolidate finastatments resulting

from the application oTFR36.
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(Amounts are expressed in thousands of TL and in thousands of " For
2. BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.4 Summary of Significant Accounting Policies (continued)

The new standards, amendments and interpretations that are issued by the International Accounting
Standards Board (IASB) but not issuedR@ASAcontinued)

TFRYK 23 —Uncertainty Over Income Tax Treatments

On 17 June 2017, IASB issUdeRYR3 Uncertainty over Income Tax Treatments to specify how to
reflect uncertainty in accounting for income taxes. It may be unclear how tax law applies to a particular
transaction or circumstance, or whet hteatmeat. t a x
TAS 12 Income Taxes specifies how to account for current and deferred tax, but not how to reflect the
effects of uncertainty. IFRIC 23 provides requirements that add to the requireme&sSnl2 by
specifying how to reflect the effects of un¢ainty in accounting for income taxes. The Interpretation

is effective from 1 January 2019 with earlier application is permitted. The Group is assessing the
potential impact on its consolidated financial statements resulting from the applicatidof Bl B3.

Annual Improvements to TFRSs 2015-2017 Cycle
Improvements to TFRSs

TASB issued Annual Improvements T¢-RS- 2015-2017 Cycle. The amendments are effective as of 1
January 2019. Earlier application is permitted. The Group does not expect that applichtinese
improvements toTFRS will have significant impact on its consolidated financial statements.

TFRS Busines€ombinationand TFR31 JointArrangements

TFRS8 andTFRS3.1 are amended to clarifyow a company accounts for increasing its inteiest joint
operation that meets the definition of a businessa party oltains control, then the transaction is a
business combination achieved in stages and the acquiring party remeasures the previously held
interest at fair value. If a party maintains (or obtains) joint control, then the previously held interest is
not remeasired.

TASL2 Income Taxes

TAS12 is amended to clarify that all income tax consequences of dividends (including payments on
financial instruments classified as equity) are recognised consistently with the transactions that
generated the distributable profitsi.e. in profit or losspther comprehensive income (OCI) or equity.

TASR3Borrowing Costs

TAR3 is amended to clarify that the general borrowings pool used to calculate eligible borrowing costs
excludes only borrowings that specifically finance qualifying assets that atendtli development or
construction. Borrowings that were intended to specifically finance qualifying assets that are now ready
for their intended use or saleor any nonqualifying assets are included in that general pool.

Amendments to TAS 19 - Plan Amendment, Curtailment or Settlement -

On 7 February 2018,A® issuedPlan Amendment, Curtailment or SettlemdAmendments toTAS

19). The amendments clarify the accounting when a plan amendment, curtailment or settlement
occurs. A company nouses updated actuarial assumptions to determine its current service cost and
net interest for the period; and the effect of the asset ceiling is disregarded when calculating the gain
or loss on any settlement of the plan and is dealt with separatelynaratomprehensive income (OCI).

The amendments are effective for periods beginning on or after 1 January 2019, with earlier application
permitted.

The Group is assessing the potential impact on its consolidated financial statements resulting from the
appication of the amendments tdASLO.
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2.
2.4

BASIS OF PRESENTATION OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Summary of Significant Accounting Policies (continued)

Annual Improvements to TFRSs 2015-2017 Cycle (continued)

Improvements to TFRSs (continued)

The revised Conceptual Framework

The revisedConceptuaFramework issued on 28 March 2018 by tAAS. TheConceptual
Frameworksets out the fundamental concepts for financial reporting that guide the Board in
developingTFRStandards. It helps to ensure that the Standards are conceptually consistent and that
similar transactions are treated the sameyyao as to provide useful information for investors, lenders
and other creditors. Th€onceptual Frameworkiso assists companies in developing accounting
policies when noTFRSStandard applies to a particular transaction, and more broadly, helps
stakehotlers to understand and interpret the Standards. The revised Framework is more
comprehensive than the old oneits aim is to provide the Board with the full set of tools for standard
setting. It covers all aspects of standard setting from the objectivdinafncial reporting, to
presentation and disclosureBor companies that use th@onceptual Framewotto develop
accounting policies when nbFRStandard applies to a particular transaction, the revised Conceptual
Framework is effective for annual repartj periods beginning on or after 1 January 2020, with earlier
application permitted.

TFRS 17 —Insurance Contracts

On 18 May 2017TAS issuedlFR37 Insurance Contracts. This first truly globally accepted standard
for insurance contracts wil!/ help investors
profitability and financial positionTFRSL7 replacesTFRSA, which was brought in as dnterim
Standard in 2004TFR$! has given companies dispensation to carry on accounting for insurance
contracts using national accounting standards, resulting in a multitude of different approaches. As a
consequence, it is difficult for investors to coamp and contrast the financial performance of
otherwise similar companie3IFR37 solves the comparison problems createdl®yR3 by requiring

all insurance contracts to be accounted for in a consistent manner, benefiting both investors and
insurance corpanies. Insurance obligations will be accounted for using current valuestead of
historical cost. The information will be updated regularly, providing more useful information to users
of financial statementsTFRA7 has an effective date of 1 Janu@21 but companies can apply it
earlier.

The Group does not expect that applicationT6fR3.7 will have significant impact on its consolidated
financial statements.
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(Amounts are expressed in thousands of TL and in thousands of " For

3. CASH AND CASH EQUIVALENTS

31 March 31 December 31 March

2018 2017 2017

Cash 168 153 141

Banks

- Time deposit 463813 1.100402 872028

- Demand deposit 15.870 161170 1814

Other 38 28 101
Cash and cash equivalents on the cash flow

statement 479.889 1.261.753 874.084

Interest income accruals 513 1.151 2.060

480.402 1.262.904 876.144

As of 31March 2018the Group hd time deposits denominated in foreign currenciggh maturities
in April 2018 (31 December 201FanuaryFebruary 2018 with the interest ates between B percent

and 450 percent(31 December 20171,85 percent to 1 percent) amountingo TL 361363 (31
December 2017TL942197).

As of 31March 2018the Group hd time deposits denominated inLTterms with maturitiesn April
2018 (31 December 2017 Januanfebruary 2017 and TL 102450 (31 December

2017: TL 15805 at the interest rate of 4,20 percent and 140 percent (31 December 20174,25
and 1575percent).
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(Amounts are expressed in thousands of TL and in thousands of

RELATED PARTY DISCLOSURES

Transactions between the Company and its subsidiavigish are related parties of the Company
have been eliminated on consolidatidherefore have not beenisclosed in this note.

The trade receivables from related parties generally arise from sales activities with maturiti@s of
years

The tradepayables to related parties generally arise from the purchase activiithsmaturities of
1-9 months.

Total amount of salaries and other shaerm benefits paid for key management for theriodended
31March2018is T12.249(31 March2017 TL1.990).

The details of transactions between the Group and other related patisdisclosed in the following
pages.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEIONSOLIDATEDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of "Foreign Currency” unl ess otherwise
RELATED PARTY DISCLOSURES (continued)
31 March 2018
Receivables Payables
Short-term Long-term Short-term Long-term
Prepaid Other Prepaid Deferred Other Deferred
Balances with related parties Trading Expenses Receivables Trading Expenses Trading Income Payables! Trading Income
Main shareholder
TSKGV 5 -- - -- -- -- -- 71.557 -- --
Other shareholder
Axa Sigorta Anonim Sirketi ( -- -- - -- - -- -- 154 -- --
Main shareholder’s subsidiaries and associates
Hava Elektronik Harp Sisteml
Sirketi (“HAVELSAN EHSIi M") -- 996 -- -- -- 523 -- -- -- --
Hava Elektronik Sanayi ve Ti 11811 14.675 -- 957 13626 20.468 -- -- -- --
HAVELSAN Teknol oj i Radar San
(“HTR") -- 4.205 -- -- 626 5.881 -- -- -- --
isbir Elektrik Sanayii Anoni -- 7.223 -- -- 6.455 6.165 -- -- -- --
NETAS Telekomiuni kasyon Anoni 872 18.683 -- -- -- 57.254 -- -- -- --
Savunma Teknolojileri Mihenc
(“STM") 92125 9.600 - 169 - 25310 161117 -- 193666 40.259
Turk Havacili1 k ve Uzay Sanay 81710 92 -- 84.035 -- 67.680 76.050 -- 56.926 279221
Financial Instruments
Askeri Pil Sanayi ve Ticaret -- 345 -- -- -- 3.848 -- -- -- --
Roket Sanayi ve Ticaret Anon 68.898 23661 - 42792 257.063 23.840 26.773 -- 26.182 45.645
Joint ventures and its related parties
i hsan Dogramaci Bil kent Uniwv -- 7.811 -- -- -- 4.866 -- -- -- --
ASELSAN Bilkent -- 887 - -- 3.939 -- -- -- -- --
ASELSAN Optik - 26.523 - - 7.170 8.500 - - - -
IGG 23984 -- - -- - -- -- -- -- --
IGG ASELSAN 2.069 -- - 8552 - 982 -- -- -- --
ASELSAN Kazakistan 58.763 - - 11512 - 14.712 2322 - - -
ASELSAN Urduan 30.469 -- - -- - 73 -- -- -- --
Savunma Sanayl SBM&8)esarl 1 §i 421677 90 - 755224 - 282296 620288 -- 774751 925169
TUBIHIAKI MSEL TEKNOLOJIi K ARAS 12141 - - 21574 - - 1.023 - 13298 533
TUBIi TAK Bi LGEM -- 2.956 - -- 3.559 12.093 -- -- -- --
T UB i-OMEK - 341 -- -- -- 3 -- -- -- --
TUBI T A Kavem&EIanayii 6 14.556 - 7.534 9.266 4.149 -- -- -- --
SADEC LLC 225 -- - -- - -- -- -- -- --
Yi TAL -- -- - -- - -- -- -- -- --
Publicly Held Shares -- -- -- -- -- -- -- 12.945 -- --
804.755 132.644 -- 932.349 301.704 538.643 887.573 84.656 1.064.823 1.290.827

1 Other payables mainly comprised of dividends payédtiehe year ended 31 December 2017
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
CONDENSEIONSOLIDATEDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL and in thousands of "Foreign Currency” unl ess otherwise ste

4. RELATED PARTY DISCLOSURES (continued)

31 December 2017

Receivables Payables
Short-term Long-term Short-term Long-term
Prepaid Other Prepaid Deferred Other Deferred

Balances with related parties Trading Expenses Receivables Trading Expenses Trading Income Payables Trading Income
Ana ortak
TSKGV 28 -- -- - - -- -- -- -- --
Diger ortak
Axa Sigorta -- - -- - - - - 65 -- --
Ana ortagin ortaklari/istirakleri/bagh ortakliklari
HAVELSAN EHSI M - 1.165 - - - - - - - -
HAVELSAN 11.095 21482 -- 1919 7.365 21585 -- -- -- --
HTR -- 2.319 -- -- -- 6.875 -- -- -- --
i SBIi R 2 12.878 -- -- 1.683 6.403 -- -- -- --
NETAS 714 2.090 -- -- 15.056 41.273 -- -- -- --
STM 55.650 7577 -- 193 -- 18.263 133317 -- 144705 60.871
TUSAS 65.044 92 -- 101521 -- 68.319 65.629 -- 64.381 285669
Financial Investments
ASPIi LSAN -- 1.235 -- -- -- 8.901 -- -- -- --
ROKETSAN 32335 787 -- 72.303 124686 34171 18969 -- 11473 52520
Joint ventures and its related parties
ASELSAN Bilkent Mikro Nano -- 215 -- - 4.405 1.890 - - - -
i hsan Dogramaci Bilkent ( - 4.455 - - 41 6.135 - - - -
ASELSAN Optik 1.882 22261 -- -- -- 12.436 -- -- -- --
IGG 21535 -- -- 8.552 - -- -- -- -- --
IGG ASELSAN 747 -- -- - -- 916 -- -- -- -
ASELSAN Kazakistan 52547 -- -- 14.015 - 14.884 956 -- -- --
ASELSAN Urduan 24545 -- -- 9.610 - -- -- -- -- --
TUBIi TAK Bi LGEM -- 6.072 -- -- 254 3.770 -- -- -- --
T U B i -OMEK -- 228 -- - - 3 -- -- -- --
TUBIi TAK BiLi MSEL TEKNOLOJ 10.063 -- -- 17.056 -- 1.023 -- 14506 13631
TUBIi TAK SAGE Savunma Sanc -- 9.699 -- 6.566 11997 11.000 -- -- -- --
TUBI TAK UZAY TEKNOLOJI LEF -- -- -- - - -- -- -- -- --
SSM 184440 -- -- 853944 255446 466943 -- 813311 1.048655
Yi TAL -- -- 14 - - -- -- -- -- --
Ankaref Bilisim Teknoloji -- - 20 - - - - - - -
SADEC LLC 214 -- -- - - -- -- -- -- --

460.841 92.555 34 1.085.679 165.487 512.270 686.837 65 1.048.376 1.461.346
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4. RELATED PARTY DISCLOSURES (continued)

1 January- 1 January-
31 March 31 March
2018 2017
Transactions with related parties Purchases Purchases
Main Shareholder
TSKGV 188 166
Main shareholder’s subsidiaries and associates
NETAS 24.235 26.426
i SBIi R 8.165 3.753
HTR 5.195 3.186
TUSAS 10 94
HAVELSAN EHSI M 587 --
ST™M 4.999 --
Financial Investments
ROKETSAN 947 2.743
ASPIi LSAN 1.872 1532
Joint ventures and its related parties
 hsan Dogramacti Bil k¢ 4.545 1.776
TUBI TAK Bi LGEM 9.280 --
T UB i-OMEK 4 -
TUBI T A Kav$hwasIanayii 1.025 --
61.052 39.676
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(Amounts are expressed in thousands of TL and in thousands of " For
4. RELATED PARTY DISCLOSURES (continued)

1 January- 1 January-
31 March 31 March
2018 2017
Transactions with related parties Sales Sales
Main Shareholder
TSKGV 54 80
Main shareholder’s subsidiaries and associates
TUSAS 58.128 41.343
ST™M 83.975 1.459
HAVELSAN -- 362
NETAS 134 --
Financial Investments
ROKETSAN 42.269 10.214
Joint ventures and its related parties
TUBI TAK BHKNMSELI K AFR 16.312 --
TUBI TAK SAGE Savunma 994 --
SSM 713861 --
915.727 53.458

The transaction with related parties are generally due to the purchase and sale ofgymbdsrvices.
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CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amount s

5.

are expressed in thousands of TL and in thousands
TRADE RECEIVABLES AND PAYABLES
a) Trade receivables
Details of the Group’'s trade receivabl es
31 March 31 December
Short-term trade receivables 2018 2017 (Restated)
Trade receivables 1.377.016 1.113644
Trade receivables from relatquhrties (Note 4 804.755 460841
Notes receivable 6.531 6.744
Doubtful trade receivables 22.759 21.457
Allowance for doubtful trade receivableg ( (22759) (21457)
2.188.302 1.581.229
31 March 31 December
Long-term trade receivables 2018 2017 (Restated)
Unbilled receivables from construction contracts ir
progress 469848 418963
Trade receivables 75.497 70.314
Unbilled receivables from construction contracts ir
progressRelated partyNote 4 918924 1.069.010
Notes receivables 6 --
Trade receivableom related partiesote 4 13425 16.669
1.477.700 1.574.956
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES

CONDENSEDONSOLIDATHDTERIMFINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are TL and i

5.

expressed in thousands
TRADE RECEIVABLES AND PAYABLES (continued)

a) Trade receivables (continued)

The movement for t he

of

Group’' s all

n

thousands of

owance for

"For

do

31 March 31 March
2018 2017 (Restated)
Opening balance 21457 19.980
Provision for the period 1.302 349
Closing balance 22.759 20.329
The sectoral distribution of trade receivables is as follows:
31 March 31 December
2018 2017 (Restated)
Public sector 1635232 1.465436
Receivables from companieperating abroad 882981 928008
Private sector 1.147.789 762741
Total receivables 3.666.002 3.156.185
Receivables from public sector represenb”} han
other public entites T h e dperationp ars based on contracts and ather collaterals are

obtained from the customers.

b) Trade payables

DetailsoffheGr oup’ s trade payabl es are foll ows:
31 March 31 December
Short-term trade payables 2018 2017 (Restated)
Trade payables 1.036.053 1123688
Unearned revenue related to construction contracts
in progress 115748 152376
Unearned revenue related to construction contracts
in progressRelated partyNote 4 373062 486529
Due torelated parties lote 4 165581 25741
Other trade payables 1.023 1.897
1.691.467 1.790.231
31 March 31 December
Long-term trade payables 2018 2017
Unearned revenue related to constructicontracts
in progress 172380 213639
Unearned revenue related to construction contract:
in progressRelated partyote 4 1.064.823 1.048376
1.237.203 1.262.015
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6. EQUITY ACCOUNTED INVESTMENTS

The Group’s financi al iaccbuatedrfoa with tbenequityonetha assbelevh ar e hol di ngs
Ownership Current Non-current Total Short-term Long-term Total

31 March 2018 Rate (%) Assets Assets Assets Liabilities Liabilities Liabilities
ASELSAN Kazakhste 49 74.395 103365 177.760 81.653 5.604 87.257
ASELSAN Jordan 49 36.387 15447 51.834 28779 -- 28.779
ASELSAN Optik 50 38.083 40.820 78.903 45.019 20.129 65.148
ASELSARIlkent 50 30.209 75.890 106.099 1.056 87.753 88.809
IGG ASELSAN 49 12911 1724 14.635 4.453 345 4.798
SADEC LLC 50 14.793 696 15.489 845 115 960
Yi TAL 51 4.245 57 4.302 61 -- 61
211.023 237.999 449.022 161.866 113.946 275.812

Ownership Group Share Group Share of

31 March 2018 Rate (%) Revenue Expenses  Net Profit/(Loss) of Net Assets Profit/(Loss)
ASELSAN Kazakhsta 49 7.598 (5.421) 2177 44.346 1.067
ASELSAN Jordan 49 71 (3.965) (3.894) 11.297 (1.908)
ASELSAN Optik 50 7.984 (7.546) 438 6.877 219
ASELSAN Bilkent 50 898 (533) 365 8.645 183
IGG ASELSAN 49 7.133 (7.133) -- 4.820 --
SADECLLC 50 41 (3.097) (3.056) 7.265 (1.528)
YI TAL 51 -- (67) (67) 2.163 (34)
23.725 (27.762) (4.037) 85.413 (2.001)

Aselsan Optik has paid dividend amountingto LAL0 ( Asel san’ s share: TL 700) .
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(Amounts are
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n
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6. EQUITY ACCOUNTED INVESTMENTS (continued)

The Group’ s f

nanc.i

o 6therlvise statedd) |

n

thousands

of

"Foreign

Currency”

al nformation for istsbelmvhar ehol di ngs

Ownership Current Non-current Total Short-term Long-term Total

31 December 2017 Rate (%) Assets Assets Assets Liabilities Liabilities Liabilities
ASELSAN Kazakhsti 49 64.621 94.567 159188 72.649 5.770 78419
ASELSAN Jordan 49 43753 15.004 58.757 32.764 -- 32.764
ASELSAN Optik 50 28345 39.119 67.464 34.091 18.657 52.748
IGG ASELSAN 49 12911 1.724 14.635 4.453 345 4.798
ASELSAN Bilkent 50 33.606 68.520 102126 1.586 83.615 85.201
SADECLLC 50 16419 514 16.933 482 105 587
Yi TAL 51 4.369 12 4.381 74 -- 74
204.024 219.460 423.484 146.099 108.492 254.591

Ownership Group Share Group Share of

31 December 2017 Rate (%) Revenue Expenses Net Profit/(Loss) of Net Assets Profit/(Loss)
ASELSAN Kazakhsta 49 77.333 (64.016) 13317 39.576 6.525
ASELSAN Jordan 49 33585 (32490) 1.095 12.736 537
ASELSAN Optik 50 29.908 (28.309) 1.599 7.359 800
IGG ASELSAN 49 7.133 (6.774) 359 4.820 175
ASELSAN Bilkent 50 6.565 (7.186) (621) 8.463 (310)
SADEC LLC 50 -- (5.730) (5.730) 8.173 (2.865)
Yi TAL 51 1 (59) (58) 2.197 (30)
154.525 (144.564) 9.961 83.324 4.832

International Golden Group made a cash capital payment ofITd29GG ASELSAN business partnership in 2017.
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(Amounts are expressed in thousands oé6thevest@ated i n thousands of

"Foreign Currency”’ unl ess
6. EQUITY ACCOUNTED INVESTMENTS (continued)
The Group’'s financial i nformation for istsbelevharehol dings accounted
Ownership Current Non-current Total Short-term Long-term Total
31 March 2017 Rate (%) Assets Assets Assets Liabilities Liabilities Liabilities
ASELSAN Kazakhsti 49 41548 94.945 136493 49.875 5.197 55.072
ASELSAN Jordan 49 65.366 15454 80.820 54.052 -- 54.052
ASELSAN Optik 50 15.897 28.645 44542 12.675 18.549 31.224
IGG ASELSAN 49 10.099 3.739 13.838 1.284 24.602 25.886
ASELSAN Bilkent 50 14.905 62.308 77.213 5.050 54579 59.629
147.815 205.091 352.906 122.936 102.927 225.863
Ownership Group Share Group Share of
31 March 2017 Rate (%) Revenue Expenses Net Profit/(Loss) of Net Assets Profit/(Loss)
ASELSAN Kazakhsta 49 27.885 (14.402) 13.483 39.896 6.607
ASELSAN Jordan 49 18117 (15.273) 2.844 13116 1.394
ASELSAN Optik 50 6.327 (6.128) 199 6.659 99
IGG ASELSAN 49 -- (1.571) (1.571) -- --
ASELSAN Bilkent 50 163 (125) 38 8.792 19
SADEC LLC 50 -- -- -- 10.508 --
52.492 (37.499) 14.993 78.971 8.119
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE INTERONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL anyJd in thousands
7. INVENTORIES

31 March 31 December
2018 2017 (Restated)
Raw materials 1.150.298 974.457
Work in progress 1.037.584 849.796
Goods in transit 119682 209176
Finished goods 134521 115375
Other inventories 38131 36.170
Trade goods 53985 62.318
Allowance for impairment on inventories) ( (27.688) (25.661)
2.506.513 2.221.631

of

The Group provides an allowance for impairment on inventories when the inventories net

realizable values are lower than their costs or when they are determined asnstaing
inventories.

The Group has identified raw materiaork-in progress and finished gosthventorieswhose
net realizable value iselowtheir costswithin the current yearTherefore there isa provision for

inventories amounting to TL 27.668 in the statement of financial position
(31March2017: TL20.943).

Impaired inventory movement®r the periodsended in & Marchare as follows:

2018 2017
Opening balance 25.661 20.019
Provision for the period 2154 928
Provision released (127) (4)
Closing balance 27.688 20.943

1 Goods in transit includes the goods for which risks and rewards of ownershipamaéerredto the Group due to their
shipping terms.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE INTERONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL

8.

PREPAID EXPENSES AND DEFERRED INCOME

any

n thousands

31 March 31 December
Short-term prepaid expenses 2018 2017 (Restated)
Order advances given for inventory purchases 722258 520419
Shortterm order advances given to related
partiesfor inventory purchasesd\ote 4 132644 92.555
Prepaid expenses 60.632 44.709
915.534 657.683
31 March 31 December
Long-term prepaid expenses 2018 2017
Order advances given for inventgoyurchases 191224 245756
Longterm order advances given to related
parties for inventory purchasesl6te 4 301704 165487
Order advances given for fixed assets purchase 32.892 28.191
Prepaid expenses 3.892 3.297
529.712 442.731
31 March 31 December
Short-term deferred income 2018 2017 (Restated)
Order advances received 168780 158484
Order advances received from related parties
| (Note 4 887573 686.837
Deferred income 64.215 54.785
1.120.568 900.106

Shortterm order advances received comprises advances

received fd@im customers

(31 December 2017: 33istomers) of which first 10 customers constitug8s9 percert of the total

(31December 20T: 97,9 percen).

31 March 31 December
Long-term deferred income 2018 2017
Order advances received 458318 181417
Order advances received from related parties
(Note 4 1.290827 1461346
Deferred income 3 3
1.749.148 1.642.766

Longterm order advances received comprises advances

received ffidBn customers

(31 December 2017: I@istomers) of which thé&argest10 customersconstitutes99,77 percent of

the total (31 DecembeR017: 99,9 percent).
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE INTERONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

ar

n

thousands

(Amount s

e expressed i

9. TANGIBLE AND INTANGIBLE ASSETS

of TL aniy

n

thousands

Property, Plant Intangible
Cost and Equipment Assets
Opening balance as of 1 January 2018 (Reported) 1.867.168 1190172
RestatementEffect - 22.219
Opening balance as of 1 January 2(R8dgtated 1.867.168 1212391
Additions 49.087 86.591
Disposals (54) (4.984)
Closing balance as of 31 March 2018 1.916.201 1.293.998
Accumulated Depreciation and Amortisation
Opening balance as of 1 January 2018 776.325 321175
Change for the peridd 27.722 17.179
Disposals (44) --
Closing balance as of 31 March 2018 804.003 338.354
Net book value as of 31 March 2018 1.112.198 955.644
Net book value as of 31 December 2017 (Restated) 1.090.843 891.216
Property, Plant Intangible
Cost and Equipment Assets
Opening balance as ofJanuary 2017 (Reported) 1.651675 961982
Restatemen€&ffect - 11.972
Opening balance as of 1 January 20lest&ed 1.651675 973954
Additions 34.773 69.226
Disposals (347) (6.041)
Closing balance as of 31 March 2017 1.686.101 1.037.139
Accumulated Depreciation and Amortisation
Opening balance as of 1 January 2017 684.154 264.851
Change for the period 21734 12.249
Disposals (51) --
Closing balance as of 31 March 2017 705.837 277.100
Net book value as of 31 March 2017 (Restated) 980.264 760.039
Net book value as of 31 December 2016 (Restated) 967.521 709.103
In accordance withiFRS 13 “ Fai r Val ue Measurement?’

of

" Fo

stan

considered as leveahree of fair value hierarchy, since measurement techniques do not include

observable market inputs.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE INTERONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL anyJd in thousands of " Fo
10. PROVISIONS, CONTINGENT ASSETS AND LIABILITIES

a) Provisions

31 March 31 December
Other short-term provisions 2018 2017
Provision fowarranties 273508 253253
Provision for onerous contracts 106.318 106.318
Provision for delay penaltiés 27572 15787
Provision for legal cases 8.222 5.917
Provision for cost expenses 2.945 1527
Other 1514 804
420.079 383.606
31 March 31 December
Other long-term provisions 2018 2017 (Restated)
Provision of onerous contracts 42,925 42,925
42.925 42.925

b) Legal cases

As of the date81 March 2018 and 31 DecembeR017, according to the declarations written by
the legal counselorgamounts ofthe lawsuits andegal executions in favor of and against the
Group are as follows:

A 31 March 31 December
Description 2018 2017
Not recognised in the financial statements
a) Ongoing lawsuits filed by the Group 1.025 1.017
b) Proceedings carried out by the Group 8.709 8.691
Recognised in the financial statements
c) Ongoing lawsuits filed against the Group 8.222 5917
d) Lawsuits finalized against the Group witktile
period 40 99
e) Lawsuits finalized in favor of the Group witt
the period 80 2.304

a) Ongoing lawsuits filed by the Group are comprised of lawsuits for patents, trademarks and
lawsuits filed by the Group due to the disagreements related to prevawsuits. Thee lawsuits
will not be recognied in the financial statements until they are finalized.

b) Execution of proceedings carried out by the Group are comprised of lawsuits that would result
in favor of the Group that willbe recogeid as revenue unthemé “ Dt her
when they are collected.

c) The Company made provisions for all lawsuitsdfilgainst the Group and recogeds as
“Provisions” i n the statement of financi al
statement of profit or loss and other comprehensive income.

d) Lawsuits finalized against the Group are recegphiin the statement of profit or loss to the
extent that the amount differs from the amount previously provided. Amounts in excess of the

amount previosly provided areremgnise d under * Ot her Operating E
is paid.
1The Group’'s provision for warranty is based on sales unde

2 Provision for delay penalties are calculated in accordance with intextest mentioned in the agreement for default and the within
the customer’'s knowl edge.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE INTERONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL anyJd in thousands of " Fo
10. PROVISIONS, CONTINGENT ASSETS AND LIABILITIES (Continued)

b) Legal cases (continued)

e) Lawsuits finalized ifavor of the Group are recogmd in statement of profit or loss and other
comprehensive income Incamd e rl i “n@t hwehre nOptehrea t fi inn
determined.

11. TAX

“Def eax eAlssTet s” o f1Mar¢th2018&TI639 p86. @he anmwdint i3 comprised
of the items below.

31 March 31 December

2018 2017 (Restated)
Carried Forward R&D Incentives Effect 864.288 772334
Temporary Differences (175102) (121.559)
Deferred Tax Assets - Net 689.186 650.775

The earnings gained within the scope of Technology Development Zones Law numbered 4691
were exempted from corporate tax until 31 December 2023.

Prospective profit/loss projection and forecasts and expected duration of research and
development incentivesra considered in calculating deferred tax asset.

In accordance with the law numbered 5746 pertainindgltdanuanB81 March 2018 period. the
Group has <calcul ated “ Def e 689286 from cResearkls and t " a |
Development expenses comprisiigQut st andi ng Research and Devel

31 March 31 March

2018 2017 (Restated)

Profit before tax from continuing operations 315048 306.011
Tax income recognized in profit or loss 36.294 37.687
Effective tax rate 12% 12%

Effective tax rate is calculated by dividing profit before tax from continuing operations to tax income
recognized in profit or loss. Increase in profit before tax from continuing operations is mainly due to
the sales made by the Company within the currpatiod. The Company does not have corporate

tax liability for the current period because of the tax advantage arising from the R&D expenditures
the Company has made in the previous years. The main reason for tax income in profit or loss is
deferred tax imome effect arising from the R&D expenditures the Company has made within the
current period.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO THE INTERONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands of TL anyJd in thousands of " Fo
12. COMMITMENTS AND CONTINGENCIES

a) Guarantees received

31 March 31 December

2018 2017

Letters of guarantees received from theppliers 1.427.132 1.307.008
Collaterals received from the customers 14.602 13546
Letters of guarantees received from the customers 3630 3313
Mortgages received from the customers 265 265
1.445.629 1.324.132

b) Collaterals / Pledges / Mortgages (“CPM”) given

The <coll ateral s/pMe)gegs i mor thgya gtk Marcli @Boamgp a s (
31 December 204are stated orthe following page:

In accordance with the terms of the Patroland At b mar i ne War fare Ship Pr

the Company is a guarantor if HAVELSAN cannot be able to fulfill the obligations in this project of an
amount of USD 267.826.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.$. AND ITS SUBSIDIARIES
NOTES TO TIIONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands TL and in thousands of "Foreign Currency” unl ess otherwise stated. )

12. COMMITMENTS AND CONTINGENCIES (continued)

b) Guarantees given (continued)

31 March 2018 TL Equivalent T uUsD EURO UAE Dirham Indian Rupee British Pound
A. Total amount of CPM given on behalf of the legal entity

-Collateral 14.589.885 2151718 1.919.209 996.359 50 10.000 1.654

-Pledge - - - - - -- --

-Mortgage -- - - -- - - -

B. Total amount of CPM given on behalf of the subsidiaries include
full consolidation

-Collateral -- - - -- - - -
-Pledge -- - - - - - -
-Mortgage - - - - - -- --
C. Total amount of CPM given to maintain operations and collect
payables from third parties
-Collateral -- - - -- - - -
-Pledge -- - -- -- - . -
-Mortgage - - - - - -- --
D. Total amount of other CPM given
i. Total Amount of CPM on behalf of the main partner
-Collateral -- -- -- -- -- -- --
-Pledge -- - -- -- - . -
-Mortgage -- -- -- -- . . -
ii. Total amount of CPM given on behalf of other group compani
that do not cover B and &
-Collateral 17.080 495 4.200 - - - -
-Pledge -- - -- - - - -
-Mortgage -- - - -- - - -
iii. Total amount of CPM on behalf of third parties that do not co'
-Collateral -- -- -- -- -- -- --
-Pledge -- - - - - - -
-Mortgage -- -- -- -- -- - -

Total 14.606.965 2.152.213 1.923.409 996.359 50 10.000 1.654

The Group is responsible as joint gua@nfor the portionamounting toEURO 3, Million of investment crediamounting toEURO 5 Million which will be used by ASELSAN Qhgk
Group’s joint venture.

1 The ratio of the other CPM given by the Grougtpity as of31 March2018 is 34 percent. TL17.086t he col | at er al amount pertaing to guarantee FGEtter given o
and joirt venture ASELSAN Bilkent.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.$. AND ITS SUBSIDIARIES
NOTES TO TIIONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands TL and in thousands of "Foreign Currency” unl ess otherwise stated. )

12. COMMITMENTS AND CONTINGENCIES (continued)

b) Guarantees given (continued)

31 December 2017 TL Equivalent L usD EURO UAE Dirham Indian Rupee British Pound
A. Total amount of CPM given on behalf of the legal entity

-Collateral 13.304922 1916017 1.838751 984.226 50 10.000 1.654

-Pledge -- - - -- - - -

-Mortgage -- - - -- - - -

B. Total amount of CPM given on behalf of the subsidiaries include
full consolidation

-Collateral -- - - -- - - -
-Pledge -- - - -- - - -
-Mortgage -- - -- -- - . -
C Total amount of CPM given to maintain operations and collect
payables from third parties
-Collateral -- - - -- - - -
-Pledge -- - - -- - - -
-Mortgage - - - - - -- --
D. Total amount of other CPM given
i. Total Amount of CPM on behalf of the main partner

-Collateral -- - - -- - - -
-Pledge - -- -- - - - -
-Mortgage - - - - - -- --
ii. Total amount of CPM given on behalf of other group companir
that do not cover B and &
-Collateral 16.337 495 4.200 - - - -
-Pledge - - - -- -- - -

-Mortgage - - - -- - - -
. Total amount of CPM on behalf of third parties that do not co'

-Collateral -- - - -- - - -

-Pledge -- -- - -- - - --

-Mortgage -- -- -- -- -- -- --

Total 13.321.259 1.916.512 1.842.951 984.226 50 10.000 1.654

The Group is responsible as joint guararftorthe portion amounted EURO®, Mi I | i on of i nvestment credit amounted EURO 5 Million which

1 The ratio of the other CPM given by the Group to &gas of 31 December 2017 is 0,32 percent. TL16.387 t he col | at er al amount pertaing to guarantee |l etter giyv

GE andoint venture ASELSAN Bilkent.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES

NOTES TO TKHEONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands TL and in thousands of " Foreigrt
13. EMPLOYEE BENEFITS

a) Obligations for employee benefits

31 March 31 December
2018 2017
Social security premiums payable 36.789 36.593
Taxes and funds payable 6.182 8.403
Due to personnel 1.055 1.137
44.026 46.133

b) Short-term provisions for employee benefits
31 March 31 December
2018 2017
Provision for vacation pay liability 43.954 42.301

As 0f31 Marchthe movement of the provision for vacation pay is as follows:

2018 2017

Opening balance 42301 43362

Provision for the period 4711 4.097

Provision paid during the period (2117) (2.379)

Provision realisd during the period (941) (62)

Closing balance 43.954 46.018
c) Other long-term provisions for employee benefits

31 March 31 December

2018 2017

Provision for severance pay 155.380 155107

Provision for retirement pay 13.679 13.635

169.059 168.742

As of 31IMarchthe movement of severance and retirement pays are as follows:

2018 2017
Opening balance 168742 150997
Interest cost 4.253 4.623
Service cost (1.428) (3.678)
Termination cost -- 180
Payments (2.508) (2.683)
Closing balance 169.059 149.439

Provision for severance pay:

In accordance with the Labor Law Legislations, the Group is obliged to make legal severance
indemnity paymentso entitled employees whose employment has beéerminated. Futhermore,

with regard to Soci&ecurity Law numbered 5@&ted 6 March 1981, number 2422 dateslRugust

1999 and law numbered 4447, article 60 denotes the legal obligation to make severamoerga

to all employees who are entitled to indemnity by the date of leave of employment.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO TIIONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands TL and in thousands of " Foreigrt

13. EMPLOYEE BENEFITS (continued)
Provision for severance pay (continued)

Certain provisions regarding services before retirement,been annulled on 23 May 2002 during
the revision of the relted law. As of 3March2018 severance payments are calculated the basis
of 30 days’ pa)yfT5.002¢1 Dezambear 20 H'4339)i | i ng

As ofl January 201&everance payments are limited to a ceiling of5[002.

The liability is not funded, as there is no funding requirement. The provision has been calculated by
estimating the present value of the future probable obligation of the Group arising from the
retirement of employeesTAS 19 ( “Empl oyee Benefits”) require:
devel oped to estimate the entity’s obligation
Provision for retirement grant:

Retirementbonus provision isrecognizedfor the employees with service ahinimum 20 years
within the Group and has earned/will earn their retirement.

Accordingly, the following actuarial assumptions were used in the calculation of the total liability:

31 March 31 December

2018 2017

(%) (%)

Interest rate 11,65 11,65
Inflation rate 8,50 8,50
Discount ratio 3,22 3,22
Estimation of probability of retirement ratio 97 97

1 Amounts are expressed fall Turkish Lira.
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO TIIONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands TL and in thousands of " Foreigrt

14. SHARE CAPITAL, RESERVES AND OTHER EQUITY ITEMS

Capital

Shareholders Share (%) 31 March 2018  Share (%) 31 December 2017
TSKGV 84,58 845.82¢ 84,58 845826
Publicly held 15,30 153.01¢ 15,30 153019
Axa Sigorta 0,12 1.155 0,12 1.155
Nominal capital 100 1.000.00( 100 1.000.000
Share capital adjustment 98.621 98.621
Inflation adjusted capital 1,098,621 1.098.621

The Group’ s n ohODOO@Kcompriaimyio®08A000.D0 shdrds each of which is 1

Kur us. 6B5454564546b f ot he shar es c o B89154b454b80étsestfa®s oup A
constitutes “Group B” shares. Al of the share
nominative shares and &embers of the Board of Directors are assigned from the holders of

nomi native “Group A" tympeoenm mhantehlolbdger Gromupf rAdmt
Moreover, the Board of Directors shall be authorized in matters regarding issuing preferred shares

or issuing shares above the nominal values. Regarding capital increases by restricting preemptive
rights,theshaa s t o be i ssued ns hhalcloridea n‘c@r omig hB"t he CME
Members of theBoard of Directors, not including elected Independidtegmbers of theBoard of

Directors, are assigned from o mi nat i v eharehGldecs wrpelectet! frommong candidate

nomi nated by “Group A" sharehol ders.
Privileged Nominative Shares!
Class A Class B %

TSKGV 60.545454546 24.037.107.900 8458

Publicly Held 15301868465 1530

Axa Sigorta Anonim Sirketi 115569089 012

Total Number of Shares 100

Outstanding 100.000.000.000
Restricted reserves
I n accordance with Capital Markets Board’s Comn

as of 1 Febrwuary 2014, and with regard to the
publicly held companies will be generated by 5 percemodme until it reaches 20 percent of paid

in share capital. After the 5 percent of the dividend is paid to shareholders, 10 percent of the total
distributed to shareholders and employees can be added in the other legal reserve. Under the TCC,
the legal eserves can be used only to offset losses for the going concern of the company or to
prevent unemployment as long as the amount does not exceed 50 percent of thénpzagital.

Asof3March2018, The Group’s restri ct oodpriseelagal reseves. set |
The tot al of t he Gr oup 182687 €3t aDecembere L@Ir v e s 3
TL124.062).

11t has been unanimously resolved in our Board of Directors meeting that was held on February 20, 2018 that the change in
nominal value from 1 Kugto 1,- TL and the change in number of shares from 100 Billion to 1 Billion in order to facilitate share
related calculations
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO TIIONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands TL and in thousands of " Foreigrt

14. SHARE CAPITAL, RESERVES AND OTHER EQUITY ITEMS (continued)

Translation reserve
The translation reserve comprises all foreign currency differences arising from the translation of the
financial statements of foreign operations.

Fair value reserve
The fair value reserve comprises the cumulative net change in the fair valeibdiblefor-sale
financial assets until the assets are derecognised or impaired.

Revaluation reserve
The revaluation reserve relates to the revaluation of property immediately before its reclassification
as investment property.

Retained Earnings

Accumulated profits apart from net profit for the year and extraordinary reserves which is
accumulated profit by nature are shown under retained earnings. As of 31 March 2018, the
extraordinary reserves balance presented under retained earnings is T887(B1 December
2017: TL 67.863).Profits available for distribution are calculated following statutory requrements
and isTL710142 (31 December 2017: TL 78®5) Theeffects of transition tolFRS 15 an@RS 9

on retained earningare presentedn note 2.2.

Profit distribution

Publicly traded companies perform dividend distributiom@tordance with Capital MarkeBso a r d ’ s
CommuniqueSerialll No:19.1“ S h af P e o feffedtiVeasof 1 February 2014.

Shareholders, distribute dividend witheneral assembly decision, within the context of profit
distribution policies set by general assembly and related regulations. As part of the communique,
no specific minimum distribution ratio is indicated. Companies pay dividend as defined in their
articles of association or dividend distribution policies.

On2 April 2018, in accordance with the consolidated financial statements, the General Assembly of
the Company has decided to allocate legal reserve amounting4@.94.7 of the TL1.387.770which

is based on the profit distribution, and to distribute 84.600in cash to shareholders for dividend
paymentand the remaining TL1.255223 to be within the Group.Thus, the cash gross dividend
amountforTL1nmi nal val ue [Bé4net8hRecember 261 : K Krlibgety 7,

Within 2018, dividend amouting to TL 84600 in gross, 86 Kur us per 1¢dtprofie of T
amounting to TL 7910, 719Kur us per s Hi berp&d toshareholders. (@ecemiier

2017 TL75.500 in gross7,55K u r pershareof TL1 (TL 64174 in net , 82K u r) pesshare of TL

1was paid).

On23March2018, General Assembly of ASELSANIgE decided to distribute H.000 as dividend
payments to shreholders and reserve Tb®as retained earninggsom net profit of the year 2071
Remaining TL.273is decided to ballocated as extraordinamgserves (31 December 20170@0).

All of the gross T&4.6000f dividendpayable to shareholdetsasnot been paid to the sh&holders
as of 3 March2018.
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(Amounts are expressed in thousands TL and in thousands of " Foreigrt
15. REVENUE AND COST OF SALES
1 January- 1 January-
31 March 31 March
Geographical region of revenue 2018 2017 (Restated)
Domestic sales 1.251039 991972
Export sales 114.160 82.097
1.365.199 1.074.069
1 January- 1 January-
31 March 31 March
Timing of revenue recognition 2018 2017(Restated)
Over time 1.052074 744.860
At a point in time 313125 329.209
1.365.199 1.074.069
1 January- 1 January-
31 March 31 March
Type of customers 2018 2017(Restated)
Public 929767 682755
Private 435432 391314
1.365.199 1.074.069
1 January- 1 January-
31 March 31 March
Performance obligations 2018 2017(Restated)
Sale of products 189.796 143299
Long term contracts 1175403 930.770
-Design 574566 385370
-Production 570040 512560
-Otheat 30.797 32.840
1.365.199 1.074.069
1 January- 1 January-
31 March 31 March
b) Cost of sales(-) 2018 2017 (Restated)
Cost of raw materials and supplies 618486 313069
Personnel expenses 21592 16.358
Production overheads 66.121 59.376
Depreciation expenses 24.244 17451
Change in work in progress (187.788) (45576)
Change in finished goods (19.146) 13.810
Development expensés 338203 293208
Cost of services sold 109785 54.160
Costof merchandise goods sold 44.301 17.301
Cost of other sales 17516 21.920
1.033.314 761.077

1Comprised of repair and maintenance, training and research of new technolidiggtions
2 Development expensemnsist of raw material, design and personeepensesTL113.636 (3March2017: TL103.209 of
development expenses comprised of personnel cost.
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(Amounts are expressed in

15. REVENUE AND COST OF SALES (continued)

t housands

TL

and in

t housands

of "Foreigrt

As of and for the three month periods ended 31 March 2018 and 2017, the customer exciebd
10 percent of receivables and sales is SSM. Details are shown in the table below:

Trade Receivables

Sales

% of Total Trade Receivables
% of Total Sales

16. OTHER OPERATING INCOME AND EXPENSES

a) Other operating income

2018 2017 (Restated)

Foreign currency exchange differences from

operations
Amortized cost effect of trade payabels
Other income

b) Other operating expense (-)

Foreign currency exchange differences from

operations
Amortized cost effect of trade receivables
Other expense and losses

17. INCOME FROM INVESTING ACTIVITIES

Divident Income
Gain on sale of fixed assets

1172393 590374

621057 387.876

32 25

45 36
1 January- 1 January-
31 March 31 March
2018 2017
489.097 399.906
14.985 4.496
4.796 6.084
508.878 410.486
1 January- 1 January-
31 March 31 Mart
2018 2017
355.154 297.312
16.831 8.774
3.410 1.264
375.395 307.350
1 January- 1 January-
31 March 31 Mart
2018 2017
- 8.938
29 26
29 8.964
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(Amounts are expressed in thousands TL and in thousands of
18. FINANCIAL INCOME
1 January- 1 January-
31 March 31 March
2018 2017 (Restated)
Interest income 8.601 13.049
TFRS 1bkinancial component interest income 50.753 35.978
Foreign currency exchange gain frboank loans 2173 30.177
61.527 79.204
19. FINANCIAL EXPENSES
1 January- 1 January-
31 March 31 March
2018 2017 (Restated)
Interest cost of borrowings 10.730 1.225
TFRS 1bterest cost of borrowings from
financialcomponent 96.405 87.415
Foreign currency exchange losses from
bank loans 13.209 38.785
Discount expenses of bank loans 954 3.453
121.298 130.878
20. EARNINGS PER SHARE
Earnings per share is calculated by dividinggh#gion of profit allocated to thecr ou p ' s

average number of shares outstanding over the reporting tefhve Group does not have diluted
shares For theperiodsended 3 March 2018 and 31 March 2017 earnings per share calculations

are as follows:

Common stock (thousand)
Net profit—TL

Earnings per 100 shares (in full Kurus)

Diluted Earnings per 100 shares (in full Kurus)

1 January- 1 January-
31 March 31 March
2018 2017 (Restated)
100.000.000 100.000.000
351361 343703
35,14 34,37

35,14 34,37
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ASELSAN ELEKTRONIK SANAYi VE TICARET A.S. AND ITS SUBSIDIARIES
NOTES TO TIIONSOLIDATEINANCIAL STATEMENTS AS OF 31 MARCH 2018

(Amounts are expressed in thousands TL and in thousands of " Foreigrt

21. FINANCIAL LIABILITIES

Financial Liabilities

31 March 31 December

2018 2017
Shortterm financial liabilities Unsecured loan 405613 401822
Other shortterm financial liabilities Unsecured loan 1.303 2.490
Current portion of longerm financial
liabilities Secured loah 50.933 67.624
Total short-term financial liabilities 457.849 471.936
Other longterm financial liabilities Secured loah 47.751 62.207
Total long-term financial liabilities 47.751 62.207
Total financial liabilities 505.600 534.143

As of31 March 2018 TL 142312 of the short term financial borrowingsare Eximbank Foreign
Currency Creditsvhich have matutiy dates due between Julovember 2018 anéhterest rates
between 2,28 — 2,93 percent. The remaining portion of the shortterm borrowings consist of
Eximbank TL Credisnounting toTL263301 which has interest ratdetween 12,5-14,00 percent.
The shoriterm portions of longierm financial liabilities consist dSD24.990 with principal
payment of US[12.898 and interest ratesbetween 21 — 3,5 percent with the maturity date of
March-October2018of the Undersecretariator Defense Industries.

As of 3 March2018, other financial liabilities amounting to TI303are comprised of interediree
sources obtained from the Technology Development Foundation of Turkey for project financing
purposes. The rest of the short and long term other financial liabilitiesisoof loans amounting

to USD 2.092in long term withinterest rates of 2L percent and % percentfrom Undersecretariat

for Defense Industried\ letter of guarantee amounting t&JSD24.990was given for the loan

As of 31 December 201the borrowings in shosterm borrowings consist oEximbank Foreign
Currency Credits amounting to TL /€22 and maturty dates due between Januadyly 2018,
interest rates which range between,27-2,48 percent. The shorterm portions of longterm
financial liabilities consist of principal payments of USD@82 with maturitiesof USD 34121 and
interest rates of 2L percent and 5 percent, respectively, with the maturity date of Mar€ittober
2018 of the Undersecretariafior Defense Industries.

As of 31 December 2@1other financal liabilities amounting td'L 2490 are comprised of interest

free sources obtained from the Technology Development Foundation of Turkey for project financing
purposes. The rest of the short and long term other financial liabilitiesisbof loans amounting

to USD 1892 in long term with interest rates of A percent

and 35 percent from Undersecretariat for Defense Industries. A letfeguarantee amounting to

USD 3#421was given for the loan.

1 Guarantee letter was given as a guarantee
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(
22.

Amounts are expressed in

FOREIGN EXCHANGE POSITION

t housands

TL

and

in

t housands

of

"Foreign

Currency”

unl ess

FOREIGN EXCHANGE POSITION

TL Equivalent

TL equivalent by

TL equivalent by

(Functional uUsD using closing EURO using closing (TL eztuizsgllent)
31 March 2018 currency) rates rates

1. Trade Receivables 1.736.540 221709 875506 169.720 826.078 34.956
2a. Monetary financial assets (including cas|

bank) 368663 63.032 248906 24.180 117.690 2.067
2b. Non- monetary financial assets 361936 56.558 223342 33.258 161877 33.365
3. Other 4.456 25 98 877 4.270 88
4. Current assets (1+2+3) 2.471.595 341.324 1.347.852 228.035 1.109.915 70.476
5. Trade receivables 1.327.718 295669 1.167.567 32.904 160151 --
6a. Monetary trade receivables -- -- -- -- -- --
6b. Non-monetary trade receivables 271798 4593 18.139 96.013 467.325 9.584
7. Other 15.798 1.806 7.131 1.663 8.095 572
8. Long-term assets (5+6+7) 1.615.314 302.068 1.192.837 130.580 635.571 10.156
9. Total assets (4+8) 4.086.909 643.392 2.540.689 358.615 1.745.486 80.632
10. Trade payables 842659 159562 630.094 40.595 197.590 14.975
11. Financial liabilities 199326 50.476 199.326 - - --
12a Other monetary financial liabilities 403 94 373 6 30 --
12b. Other nonmonetary financial liabilities 318668 61.143 241446 62.899 306.146 --
13. Current liabilities (10+11+12) 1.361.056 271.275 1.071.239 103.500 503.766 14.975
14. Trade payables 1.223905 228507 902351 66.064 321554 --
15. Financial liabilities 47.751 12.092 47.751 -- -- --
16a Other monetary financial liabilities 40 7 26 3 14 --
16b. Other normonetary financial liabilities 835.642 187.006 738469 259720 1.264.137 --
17. Non-current liabilities (14+15+16) 2.107.338 427.612 1.688.597 325.787 1.585.705 --

1 Consistof CAD, CHF, GBP, JPY, AUD, DKK, ZAR, AEHARPEIRrencies
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(Amount s

ar

e

expressed

n

t housands TL

FOREIGN EXCHANGE POSITION (continued)

and

in thousands

of

"Foreign

Currency”

unl ess

ot her wi se

FOREIGN EXCHANGE POSITION
TL Equivalent TL equivalent by TL equivalent by Other
(Functional usD using closing EURO using closing (TL equivalent)
31 March 2018 currency) rates rates
18. Total liabilities (13+17) 3.468.394 698.887 2.759.836 429.287 2.089.471 14.975
19. Net asset/liability position of off-
balance sheet derivative financial
instruments (19a-19b) -- -- -- -- -- --
19a. Hedged total financial assets -- -- -- -- -- --
19b. Hedged total financial liabilities -- -- -- -- -- --
20. Net foreign currency asset/liability (9-
18+19) 618515 (55.495) (219147) (70.672) (343985) 65.657
21. Net foreign currency asset / liability
position of monetary items (1+2a+5+6a-10-
11-12a-14-15-16a) 1.118837 129672 512058 120.136 584.731 22.048
22. Fair value of derivative financial
instruments used in foreign currency hedge -- - -- -- - --
23. Hedged foreign currency assets -- -- -- -- -- --
24. Hedged foreign currency liabilities -- -- -- -- -- --
25. Exports 114160 21774 81.330 3.910 18.132 14.698
26. Imports 620.003 101729 401715 36.475 177536 40.752

The accompanying foreign exchange position whiels wepared in accordance withrRS, is different from the foreign exchange position per the statutory

accounts.
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(Amounts are expressed in thousands TL and in thousands of unl ess otherwise s

22. FOREIGN EXCHANGE POSITION (continued)

"Foreign Currency”

FOREIGN EXCHANGE POSITION
TL Equivalent TL equivalent by TL equivalent by "
. . . . . Other
(Functional usbD using closing EURO using closing (TL equivalent)
31 December 2017 currency) rates rates

1. Trade Receivables 1.388153 201417 759726 131427 593461 34.967
2a. Monetary financial assets (including cas|

bank) 1.101440 225110 849.093 55.451 250.390 1.957
2b. Non- monetary financial assets 284.302 45,981 173436 25457 114951 39.594
3. Other 6.883 10 36 1.499 6.770 77
4. Current assets (1+2+3) 2.780.778 472.518 1.782291 213.834 965571 76.595
5. Trade receivables 1.101629 223923 844.616 56.918 257013 --
6a. Monetary trade receivables -- -- -- -- -- --
6b. Non-monetary trade receivables 307.504 13.737 51.815 95.992 433451 6.556
7. Other 8.091 926 3491 891 4.024 576
8. Long-term assets (5+6+7) 1.417.224 238.586 899922 153.801 694.488 7.132
9. Total assets (4+8) 4.198.002 711.104 2.682213 367.635 1.660.059 83.727
10. Trade payables 987.196 180.225 679790 63.582 287.105 20.301
11. Financial liabilities 117.264 31.089 117.264 -- -- --
12a Other monetary financial liabilities 434 102 386 10 48 --
12b. Other norrmonetary financial liabilities 699.632 187.043 705506 31.428 141911 --
13. Current liabilities (10+11+12) 1.804.526 398.459 1.502946 95.020 429.064 20.301
14. Trade payables 950502 119582 451050 110608 499452 -
15. Financial liabilities 62.207 16.492 62.207 -- -- --
16a Other monetary financial liabilities 53 11 40 3 13 --
16b. Other nonrmonetary financial liabilities 1.058.003 275.266 1.038275 233439 1.054.092 --
17. Non-current liabilities (14+15+16) 2.070.765 411.351 1.551.572 344.050 1.553557 --

1 Consistof CAD, CHF, GBP, JPY, AUD, DKK, ZAR, AED, PHP, SAR currencies
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(Amount s

ar e

expressed

in

t housands TL

FOREIGN EXCHANGE POSITION (continued)

and

in thousands

of

"Foreign

Currency”

unl ess

ot her wi se

FOREIGN EXCHANGE POSITION
TL Equivalent TL equivalent by TL equivalent by Other
(Functional usD using closing EURO using closing (TL equivalent)
31 December 2017 currency) rates rates
18. Total liabilities (13+17) 3.875.291 809.810 3.054.518 439.070 1.982.621 20.301
19. Net asset/liability position of off-
balance sheet derivative financial
instruments (19a-19b) -- -- -- -- -- --
19a. Hedged total financial assets -- -- -- -- -- --
19b. Hedged total financial liabilities -- -- -- -- -- --
20. Net foreign currency asset/liability (9-
18+19) 322711 (98.706) (372305) (71435) (322562) 63.426
21. Net foreign currency asset / liability
position of monetary items (1+2a+5+6a-10-
11-12a-14-15-16a) 1.473565 302949 1.142.698 69.593 314.245 16.623
22. Fair value of derivative financial
instruments used in foreign currency hedge -- - -- -- - --
23. Hedged foreign currency assets -- -- -- -- -- --
24. Hedged foreign currency liabilities -- -- -- -- -- --
25. Exports 784.165 174571 632194 15.098 61.509 90.462
26. Imports 1.739.154 294.446 1.110.620 107.071 483481 145053

The accompanying foreign exchange position which was prepared in accordand®&R&his different from the foreign exchange position per the statutory accounts

The difference is mainly due to the adjustments and classifications which are relatetRRig 15.
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(Amounts are expressed in thousands TL and in thousands of " Forei

22. FOREIGN EXCHANGE POSITION (continued)

Foreign currency sensitivity

The Group is exposed to foreign currency risk witlspeet to USD and EURO. As of
31 March 2018, U 1: TL ®489 (31 December 2017TL 3,7719, EUR 1: TL #8673
(31 December 207 TL4,5155.

Thef ol | owi ng table details the Group’s sensiti
exchange rates. 10 percent is the sensitivity rate used when reporting foreign currency risk internally
to key management per sonn assessment of the gossibles changesn ma
foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and presexiO percent change in foreign currency rates. This analysis
does not include Group companies’ bal ance she
TL. The effects of Jfercentchanges in foreign currency rate on financial statements is as fgllows

Foreign currency sensitivity table
31 March 2018
Profit/Loss Equity?
Appreciation Depreciation | Appreciation Depreciation
of foreign of foreign of foreign of foreign
currency currency currency currency
Change of USD against TL by 10%:
1- USDdenominated net
assets/(liabilities) 51.205 (51.205) 51.205 (51.205)
2- Hedged amount against
USD risk-J -- -- -- --
3- Net effect of USD (1+2) 51.205 (51.205) 51.205 (51.205)
Change of EURO against TL by 10%:
4- EURO denominated net
assets/(liabilities) 58473 (58473) 58473 (58473)
5- Hedged amount against
EURO risk) -- -- -- --
6- Net effect of EURO (4+5) 58.473 (58.473) 58.473 (58.473)
Change of other? currencies against TL by 10%:
7- Other currencies
denominated net assets/
(liabilities) 2.205 (2.205) 2.205 (2.205)
8- Hedged amount against
other currencies risk) -- - -- --
9- Net effect of other
currencies (7+8) 2.205 (2.205) 2.205 (2.205)

1 Comprises oprofit/loss effect.

2 Consists of CAD, CHF, GBP, JPY, AUD, DKK, ZAR, AED, PHP, SAR currencies.
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22. FOREIGN EXCHANGE POSITION (continued)

Foreign currency sensitivity (continued)

Foreign currency sensitivity table
31 December 2017

Profit/Loss Equity!
Appreciation | Depreciation | Appreciation | Depreciation
of foreign of foreign of foreign of foreign
currency currency currency currency

Change of USD against TL by 10%:

1- USD denominated net

assets/(liabilities) 114.270 (114.270) 114.270 (114.270)
2- Hedged amount against

USD risk-} - - - -
3- Net effect of USD (1+2) 114.270 (114.270) 114.270 (114.270)

Change of EURO against TL by 10%:

4- EURO denominated net

assets/(liabilities) 31424 (31424) 31424 (31424)
5- Hedged amount against

EURO risk) -- - -- --
6- Net effect of EURO (4+5) 31.424 (31.424) 31.424 (31.424)

Change of other? currencies against TL by 10%:

7- Other currencies
denominated net

assets/(liabilities) 1.662 (1.662) 1.662 (1.662)
8- Hedged amount against
other currencies risk) -- - -- --
9- Net effect of other
currencies (7+8) 1.662 (1.662) 1.662 (1.662)

1 Comprise®f profit/loss effect.

2 Consists of CAIGHF, GBP, JPY, AUD, DKK, ZAR, AED, PHP, SAR currencies.
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23.

are expressed

in

thousands TL
FINANCIAL INSTRUMENTS FAIR VALUE DISCLOSURES AND EXPLANATIONS ON HEDGE ACCOUNTING

Financial assets at

and in

Loans and receivables

(including cash and

thousands of

Available for sale

"Foreign

Financial liabilities

Currency”

unl ess

other wi se

st a

31 March 2018 fair value cash equivalents) financial assets  at amortized cost Carrying value Note
Financial assets

Cash and cash equivalents - 480402 - -- 480402 3
Blocked deposits - 48568 - -- 48.568
Financial investments 147 - 568767 -- 568914

Trade receivables - 3.666.002 - -- 3.666.002 5
Financial liabilities

Borrowings -- -- -- 505.600 505600 21
Trade payables -- - - 2.928670 2.928670 5
Other payables -- - - 86.762 86.762

Loans and receivables
Financial assets at (including cash and  Available for sale Financial liabilities

31 December 2017 fair value cash equivalents) financial assets  at amortized cost Carrying value Note
Financial assets

Cash and cash equivalents - 1.262904 - -- 1.262904 3
Blocked deposits - 57.550 - -- 57.550
Financial investments 147 - 568767 -- 568914

Trade receivables - 3.156.185 - -- 3.156.185 5
Financial liabilities

Borrowings -- -- -- 534143 534143 21
Trade payables - -- -- 3.052.246 3.052246 5
Other payables - -- -- 1.599 1.599
The Group’s management assesses that the carrying ssedavegreserdedl| e ct

at cost after deducting impairment allowance if any.
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23. FINANCIAL INSTRUMENTS FAIR VALUE DISCLOSURES AND EXPLANATIONS ON HEDGE

ACCOUNTING (continued)

31 March 2018

Fair value level as of reporting date

Level 1 Level 2 Level 3
TL TL TL
ROKETSAN - - 568767
-- -- 568.767
31 December 2017 Fair value level as of reporting date
Level 1 Level 2 Level 3
TL TL TL
ROKETSAN -- -- 568767
-- - 568.767
The movement of the fair value level as dfNMarch 2018s as follows:
Fair value level as of reporting date
Level 1 Level 2 Level 3
TL TL TL
1January 2017 - - 568.767
Additions -- -- --
31 March 2018 -- -- 568.767

24. EVENTS AFTER THE REPORTING PERIOD

"Foreign

Amount of contracts signed by Group after the reporting date is approximately

USCB82Million (TL 1532 Million)

Appicationwas made to the CMB dt¥ April, 2018 for the secondary public offeringtioé

Company

The registered capital increase tfe @mpany and the amendment of the Articles of

Association were registereoh 12 April, 2018 and were announced in the Turkey Trade

Registry Gazette dated 17 April 2018

Within the scope of TL@00 00 r el

ated

not i fi

increased byTL 210000to TL 1210.000 of the existing issued capital.

¢ H00.006was

of

Thedecision of the General Assembly regarding profit distribution is disclosed in footnote

14.
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