President’s Statements

As one of the essential bodies in anti-money laundering and counter terrorist financing,
MASAK (Financial Crimes Investigation Board) continued its works in 2010, as well, for
strengthening legal and practical capacity for the purpose of implementing repressive
and preventive measures in fighting against these offences.

Within this framework, “The Regulation Amending the Regulation on Measures
Regarding the Prevention of Laundering the Proceeds of Crime and the Financing of
Terrorism” and “The Regulation Amending the Regulation Regarding the Examination on
Laundering Offence” were prepared and enacted in 2010 for the purpose of making our
AML/CFT legislation in line with international standards.

Turkey’s AML/CFT system was subject to third round evaluation in 2006 by the
Financial Action Task Force (FATF), of which we are a member, and the Third Round
Mutual Evaluation Report was approved by the FATF Plenary and published in 2007.
Since the Turkey Report was published, studies required in the field of legislation and
implementation for correcting the deficiencies in AML/CFT defined in the Report have
been completed and almost no deficiencies have been left uncorrected except some
issues related to the financing of terrorism. The Preliminary Draft of a Draft Law
prepared for correcting deficiencies related to CFT was submitted to the Prime Ministry
in June 2010 by the Ministry of Justice.

In addition, within the scope of efforts for ensuring cooperation and coordination among
regulatory, supervisory and law enforcement bodies which are vitally important for the
success of AML/CFT practices, MASAK and Turkish Banks Association organised a
conference in Istanbul on 11 May 2010 on “AML/CFT in Turkish Banking Sector” in
which Minister of Finance Mehmet Simsek and FATF President Mr. Paul Vlaanderen
participated.

“2010-2012 Action Plan for Fight Against Organised Crimes” was approved by the Prime
Minister and started to be implemented as from 19 July 2010. Under the scope of this
Action Plan, a workshop was organised under the coordination of MASAK on 27
December 2010 with participants from the Ministry of Justice, Ministry of Foreign
Affairs, Ministry of Finance Inspection Board, Tax Inspectors Board, Revenue
Administration, Undersecretariat of Treasury, General Directorate of Security (Turkish
National Police), General Directorate of Gendarmerie, Turkish Coast Guard Command,
General Directorate of Land Registry and Cadastre, Banking Regulation and Supervision
Agency and Capital Markets Board of Turkey for the purpose of developing a
methodology for ensuring cooperation and coordination among regulatory, supervisory
and law enforcement bodies in fight against laundering proceeds of crime.

Besides, MASAK also attended the first meeting of Action Plan Monitoring and
Assessment Board (EPIDEK), created in accordance with this Action Plan, held on 31
December 2010 at the Ministry of Interior.

In order to enhance the efficiency of money laundering examinations and inspections of
obligations, a workshop was organised under the coordination of MASAK with the
participation of senior managers from 8 groups of examiners’ units on 25-26 May 2010
in accordance with the decision taken by Anti-Money Laundering Coordination Board on
21 April 2010. The output of this workshop was evaluated in Coordination Board
Meeting held on 30 September 2010.



As an effort to enhance cooperation with foreign counterparts, MASAK signed MoUs
(Memoranda of Understanding) in 2010 with the FIUs of Japan, Ukraine, Norway, Jordan,
Senegal and Luxembourg for cooperating in AML/CFT.

Effective implementation of preventive measures taken for AML/CFT, is vitally
important in terms of detecting and preventing laundering activities and preventing
financial system from being used as an instrument for commission of these offences.
Thus, raising awareness of obliged parties about preventive measures and ensuring that
they implement these measures are among essential priorities of MASAK. Similarly,
training of MASAK experts and assistant experts; ensuring cooperation and coordination
among relevant public bodies; and activities for informing examination bodies are
significant, as well, in the success of the fight against laundering and the financing of
terrorism. For this reason, in 2010 MASAK’s organisation chart was amended and a
separate “Training Group” was established to be responsible for carrying out all these
activities. In 2010, MASAK organised 28 training activities for 1741 participants from
obliged parties and other public bodies.

As an output of trainings provided for obliged parties, the number of STRs received by
MASAK kept increasing in 2010 and the indicator of 10.000 STRs was exceeded by
receiving 10.251 STRs. The majority of these reports were sent by banks (9968) thanks
to the technical works for expanding submission of STRs electronically.

Moreover, activities of investment for software, hardware and system infrastructure of
“Strengthening the capacity of struggle against money laundering, Information
Technologies and Analytical Tools Project” carried out within the framework of Turkey-
EU PreAccession Financial Cooperation Program and its acceptance process was
completed in 2010. In addition to this, server and hardware were purchased for
enhancing the efficiency of specific software at MASAK, for strengthening the capacity of
use of analysis, statistics and reporting tools and for the purpose of enhancing the
system infrastructure.

Furthermore, 25 assistant experts were recruited through the MASAK assistant expert
examinations made in June and November 2010 under the scope of works for
strengthening human resources capacity of MASAK.

I wish 2010 Activity Report including information related to activities performed by
MASAK will achieve our function of public awareness. I would like to take this occasion
to thank all my colleagues who paid their efforts for the activities performed.

Ankara, 31.03.2011
Miirsel Ali KAPLAN
President of MASAK



L. COMBATING LAUNDERING PROCEEDS OF CRIME AND THE FINANCING OF
TERRORISM

Broadly, laundering means inserting ill-gotten gains into the economic system by
legitimising them via disguising their illegal origin and changing their nature. The main
purpose in distinguishing laundering offence from the predicate offence which forms

the origin of it is to prevent offences committed to get gains by depriving those who
benefit from proceeds of crime from these gains. Therefore, fight against laundering

offence is accepted as an important instrument for the fight against predicate offences.

Fight against money laundering has two dimensions which are preventive and
repressive measures.

Repressive measures such as imprisonment, fine, confiscation and security measures for
legal persons were regulated by the Turkish Criminal Code No. 5237.

In addition to repressive measures setting forth offences and penalties in the success of
AML/CFT, it is equally important to establish preventive measures such as CDD, STR,
internal control and internal audit, risk management and assigning compliance officer.
Because, developments in IT and variations in financial instruments have caused the
economic system, especially financial activities, to become faster, more complex and
borderless, which has created opportunities for money launderers and financers of
terrorism. Thus, measures for preventing proceeds of crimes from being inserted in the
economic system has become more important than ever in the fight against money
laundering and the financing of terrorism.

The importance of preventive measures in AML/CFT was also emphasized in
international regulations and countries were advised to take necessary measures within
this context.

The United Nations Convention against Transnational Organized Crime (Palermo
Convention) prepared by the UN in 2000 for the purpose of preventing transnational
organized crimes and enhancing cooperation among countries within this framework
and to which Turkey became a party on 30.01.2003 is the first instrument prepared for
fight against organized crimes and includes preventive measures for combating money
laundering. The Convention also deals with preventive measures aspect of the issue by
requiring banks, non-bank financial institutions and other bodies particularly
susceptible to money-laundering to implement customer identification, record-keeping
and suspicious transaction reporting measures and thus required countries to make
necessary legal regulations within this framework.
The financing of terrorism means providing or collecting funds wilfully and in the
knowledge that they will be used in committing terrorist activities. It is vitally important
in the fight against terrorism to eliminate financial sources of terrorist organisations
and to prevent distribution channels of the funds acquired. Beside classical measures

and implementations in the fight against terrorism which gained an international
dimension and has reached significant amounts of funds, financial sources of terrorist
organisations should be eliminated as well. This requirement has added the dimension
of “the fight against financing of terrorism” to the fight against terrorism.

On the other hand, International Convention for the Suppression of the Financing of
Terrorism prepared by the UN in 1999 for the purpose of developing cooperation among
countries to adopt and establish effective measures for preventing the financing of



terrorism and to which Turkey became a party on 10.01.2002 also deals with preventive
measures within the framework of the fight against the financing of terrorism, and
countries are called upon to take measures requiring financial institutions and other
professions involved in financial transactions to utilize the most efficient measures
available for the identification of their usual or occasional customers, as well as
customers in whose interest accounts are opened, and to pay special attention to
unusual or suspicious transactions and report transactions suspected of stemming from
a criminal activity, and states are called upon to audit all fund transfer institutions for
the prevention of terrorist financing and to take measures to detect or monitor the
physical cross-border transportation of cash and bearer negotiable instruments, subject
to strict safeguards to ensure proper use of information and without impeding in any
way the freedom of capital movements.

In this respect, essential preventive measures related to money laundering and the
financing of terrorism are dealt with in Turkey by the Law No. 5549 on Prevention of
Laundering Proceeds of Crime. A general framework for these measures has been drawn
by the Law upon a legal basis and detailed legal arrangements has been set forth to be
made by secondary legislation considering variations in financial instruments and the
number of laundering methods increasing day by day.

Within this framework, the Regulation on Measures Regarding Prevention of Laundering
Proceeds of Crime and Financing of Terrorism, the Regulation on Compliance with
Obligations of Anti-money Laundering and Combating the Financing of Terrorism and
MASAK General Communiqués No. 5, 6, 7, 8, 9 were issued.

Preventive measures are defined in detail in the “Regulation on Measures Regarding
Prevention of Laundering Proceeds of Crime and Financing of Terrorism” which was
published in the Official Gazette No 26751 on 09.01.2008. Detecting customers, business
relationships and transactions considered to be highly risky in terms of money
laundering and the financing of terrorism is listed as a measure required to be taken in
addition to customer identification for customer due diligence which is the most
important element in the prevention of laundering offence. Also, the requirement of
suspicious transaction reporting which is one of the main elements of preventive
measures is rearranged in the Regulation, and obliged parties are required to pay special
attention to complex and unusually high-amount transactions, thus, ensuring monitoring
of this kind of transactions.

Prepared for ensuring the compliance with obligations within a system to be established
by obliged parties and depending on the Law No 5549, Article 5 on “Training, Internal
Control, Audit and Risk Management Systems and other measures”, the Regulation on
Compliance with Obligations of Anti-money Laundering and Combating the Financing of
Terrorism includes provisions for compliance program to be established by each obliged
party with a risk based approach. This provision is essentially for ensuring the
effectiveness of preventive mechanism in combating money laundering and aims at
ensuring that obliged parties pay the necessary attention and care for preventing money
laundering and the financing of terrorism.

[ssues related to preventive measures defined in the “Regulation on Measures Regarding
Prevention of Laundering Proceeds of Crime and Financing of Terrorism” and the
“Regulation on Compliance with Obligations of Anti-money Laundering and Combating
the Financing of Terrorism” are regulated in detail in MASAK General Communiques.

In this respect, ‘simplified measures’ required to be obeyed by obliged parties about CDD
principles are defined in MASAK General Communique No.5; explanations for effective,



timely and proper ‘suspicious transaction reporting’ by obliged parties under the scope
of AML/CFT are defined in MASAK General Communique No.6; explanations regarding
making customer identification information of obliged parties’ customers with
permanent business relationship in line with the Regulation and other explanations
regarding customer identification are defined in MASAK General Communique No.7.

The period for making customer identification information of obliged parties’ customers
with permanent business relationship in line with the Regulation determined by the
Communique 7 has been expanded with MASAK General Communique No 8. On the other
hand, MASAK General Communique No 9 has amended Communique No 5 on “simplified
measures.”

II. OVERALL INFORMATION ON MASAK
A. Vision and Mission

MASAK’s vision and mission has been defined as follows.
Vission: The vision of MASAK is to become a leading institution that helps to create
an efficient economy and a clean society by effectively combating laundering
proceeds of crime and the financing of terrorism.

Mission: For the prevention and detection of money laundering and the financing of
terrorism, to contribute to making policies and legal arrangements; to gather
information and to analyse itfast and reliably, carrying out research and

examination and to send acquired information and results to relevant authorities.

B. Power, Functions and Responsibilities

After the Law No. 4208 on Prevention of Money Laundering entered into force on
19.11.1996, Financial Crimes Investigation Board (MASAK) was established on
17.021997 and our country became one of those fighting against money laundering.
Having started operating on 17 February 1997, MASAK is an administrative unit
attached to the Minister of Finance and its powers and functions were initially defined in
the Law No. 4208.

Powers and functions of MASAK were redefined in Article 19 of the Law No. 5549 on
Prevention of Laundering Proceeds of Crime which entered into force on 18 October
2006 by being published in the Official Gazette No. 26323. Accordingly, MASAK fulfils the
following essential services:

e To develop policies and implementation strategies, to coordinate institutions and
organizations, to conduct collective activities, to exchange views and information
for the prevention of laundering proceeds of crime.

e To prepare law, by-law and regulation drafts in accordance with the policies
determined, to make regulations for the implementation of Law 5549 and related
decisions of Council of Ministers.

e To carry out researches on the developments and trends on laundering proceeds

of crime and on detection and prevention methods.



e To make sector-specific studies, to develop measures and to monitor the
implementation for the prevention of laundering proceeds of crime.

e To carry out activities to raise public awareness and support.

e To collect data, to receive suspicious transaction reports, to analyze and evaluate
them in the scope of prevention of laundering proceeds of crime and terrorist
financing.

e To request for examination from law enforcement and other relevant units in
their fields, when required during the evaluation period.

e To carry out or to have carried out examinations on the subject matters of Law
5549.

e To denounce files to the Chief Public Prosecutor’s Office for the necessary legal
actions according to the Criminal Procedure Law in the event of detecting
serious findings as a result of the examination that a laundering offence has
been committed.

e To examine the cases conveyed from Public Prosecutors and to fulfill the
requests related to the determination of laundering offence.

e To convey the cases to the competent Public Prosecutor’s Office in cases where
serious suspicion exists that a money laundering or terrorist financing offence
has been committed.

e To ensure inspection of obligations within the scope of Law 5549 and relevant
legislation.

e To request all kinds of information and documents from public institutions and
organizations, natural and legal persons, and unincorporated organizations.

e Torequest temporary personnel assignment from other public institutions and
organizations within the Presidency, when their knowledge and expertise is
necessary.

e To carry out international affairs, to exchange views and information for the
subjects in the sphere of its duties.

e To exchange information and documents with counterparts in foreign
countries, and for this purpose, to sign memoranda of understanding which are
not in the nature of an international agreement.

C. Administrative Structure Information
1. Position in the Ministry and Organisational Structure

According to subparagraph (g) of Article 8 in Decree Law no. 178 on Organization and
Duties of Ministry of Finance, MASAK is a “main service unit” within the Ministry of
Finance, and according to Article 19 of Law no. 5549 shall work directly attached to
Minister of Finance.



MASAK carries out its functions through vice presidents and heads of departments
attached to the President of MASAK and departments of Foreign Relations, Monitoring
Legislation and Coordination, Training, Data Collection, Data Entry, Inspection of
Obligations, Analysis and Evaluation related to Laundering Offence, Examination of
Laundering Offence, Analysis and Evaluation related to Financing of Terrorism,
General Analysis Groups and branches of Informatics, Human Resources and
Administrative and Fiscal Affairs attached to them.

Chart 1- MASAK's Position within the Ministry of Finance
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Financial intelligence units are main organs of fight against laundering proceeds of
crime and the financing of terrorism which undertake significant functions in this
fight.

In its Recommendation 26, FATF requests countries to establish a national and central
authority that receives and analyses STRs and sends them to relevant units.

Within this framework, as the Turkish Financial Intelligence Unit, MASAK undertakes
regulatory, supervisory and training functions as well as basic FIU functions. MASAK
organization chart is given below in Figure 2.

Chart 2 - MASAK Organisation Chart
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2. Human Resources

Total number of personnel working at MASAK is 172. The following table gives
information on dispersion of personnel within the organization.

Table 1 - Dispersion of Personnel (2003-2010)

Years Admlgtl:g e MASAK An:;?:gll(lt Ta_x IT Staff %ttl;?; Total
*) Expert Expert Auditor %) (%)
2003 6 24 27 3 8 45 113
2004 7 35 17 7 8 42 116
2005 7 41 9 7 11 51 126
2006 13 42 15 6 10 52 138
2007 13 40 22 3 12 56 146
2008 12 43 20 4 12 63 154
2009 13 44 21 3 12 68 161
2010 15 54 21 4 13 65 172

(*) President, Vice President, Head of Department, Director of Branch (1 MASAK Expert is
Head of Department and 1 MASAK Expert is Director of Branch)



(**)IT Director, Engineer, Analyst, Programmer, Computer Operator
(***) Chief, Translator, Revenue Expert, Data Preparation and Control Operator, Civil
servants, Technician, Distributor, Servant

Chart 3 -Personnel as per titles
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Table 2 - Numbers of Personnel As Per Titles

Title Number of Personnel
President 1
Vice President 2
Head of Department 7
Director of Branch 4
IT Director 1
MASAK Expert 54
MASAK Assistant Expert 21
Tax Auditor 4
Revenue Expert 17
Translator 4
Engineer 4
Analyst 2
Programmer 5
Computer Operator 2

Data Preparation and Control Operator 26




Chief 2
Civil Servant 4
Technician 2
Driver 1
Distributor 3
Servants 6
172
Permanent Staff 121
Contract Staff 7
Interim Staff at MASAK 44
TOPLAM 172
Staff on Unpaid Leave 3
Interim Staff out of MASAK 1
De facto Available : 168
Table 3 - Personnel’s Age Profile
Age Number
20-29 20
30-39 75
40-49 63
50-59 14
Total 172

Chart 4-Personnel As Per Their Ages
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The following table gives information on Public Staff Foreign Language Knowledge
(KPDS) level of MASAK Personnel.

Table 4 - Public Staff Foreign Language Knowledge (KPDS) level of MASAK
Personnel

KPDS A Level KPDS B Level KPDS C Level

6 27 35

(*)= 1 Contract Translator-Interpreter knows English at A level and
French at B level.

I1I. PURPOSE AND OBJECTIVE

A. Purpose and Objective

MASAK'’s strategic objective is “to prevent laundering proceeds of crime and the
financing of terrorism” under the scope of the strategic purpose of “Preventing
Criminal Economy, Corruption and Unrecorded Economy” defined in the revised
2008-2012 Strategic Plan announced in 2008 by the Ministry.

B. Essential Priorities

MASAK will give priority to the following activities in 2011 in order to achieve the
strategic purpose and objective:

e To carry out activities for widespread and better electronic suspicious
transaction reportings.

e To organise activities for enhanced communication and cooperation with
examiners for the purpose of increasing effectiveness in money laundering
examinations and inspections of obligations.

e To accomplish as soon as possible the analysis and evaluation of referrals
and STRs related to money laundering and terrorist financing.

e To organise trainings for raising awareness of financial institutions and
other obliged groups on obligations known as “preventive measures” in
the fight against money laundering and the financing of terrorism.

e To perform inspection of compliance with obligations within obliged
parties for ensuring them to comply with the obligations established
under the scope of AML/CFT.

e To Carry out activities for improving existing modules and developing
new applications for more effective analysis and evaluation of STRs
received related to laundering proceeds of crime and the financing of
terrorism.

e To sign Memoranda of Understanding with FIUs of other countries
allowing to exchange information for intelligence in order to ensure
international cooperation.



IV. INFORMATION AND ASSESSMENTS ON ACTIVITIES
A. Fiscal Information

The following table gives information on the General Budget and allocated

allowances and expenditures of MASAK within the last five years.

Table 5- Economic Classification of Budget Allowance Allocations and
Expenditures (Turkish Liras)
)
25 2006 2007 2008 2009 2010
£Eg
£ &
(=]
] § Type of Budget
=] Expenditures Allowance | Expenditure | Allowance | Expenditure | Allowance | Expenditure | Allowance | Expenditure | Allowance | Expenditure
1 Expenditures for the Staff 2.722.500 2.587.895] 3.056.500 2.854.782| 3.480.428 3.480.427| 4.001.300 3.857.398] 4.415.800 4.403.254
State Premium Payments
2 to Social Security Ins. 198.800 194.382 617.100 251.740 293.020 285.025 338.100 326.949 547.520 544.247
Goods and Services
3 Purchase 568.100 245.794 727.200 372.219 530.500 385.148 671.400 497.195 608.001 566.046
5 Current Transfers 21.000 18.571 31.000 27.937 51.500 51.379 66.500 64.399 78.000 73.723
6 Capital Expenditures 0 0 0 0 0 0 0 0] 1.500.000 1.464.333
Total 3.510.400| 3.046.642 4.431.800| 3.506.678 4.355.448| 4.201.979 5.077.300| 4.745.941 7.149.321| 7.051.603

Chart 5 - Percentages of Expenditures between 01.01.2010-31.12.2010
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The chart above demonstrates the dispersion of budget expenditures in respect of
budget economic codes as of 31.12.2010. The greatest item in the Chart is “the personnel
expenditures” which constitutes 62,44 % of the total expenditures. Percentages of other
expenditure items are 7,72% for state premium payments to social security institutions;
8,03% for purchases of goods and services; 1,05% for current transfers; and 20,77 for
capital expenditures. Current transfers indicate the payments made to international
institutions (Financial Action Task Force and Egmont Group) by Turkey for membership
annual dues.

B. Information on Performance
1. Regulation and Coordination Activities
1.1 Regulation Activities

The following Regulation Amendments, given the details below, have been made by
MASAK in 2010 for the purpose of making our legislation on combating laundering
proceeds of crime and terrorist financing in line with the international standards.

1.1.1 The Regulation Amending the Regulation Regarding the Examination of
Laundering Offence

The Regulation Amending the Regulation Regarding the Examination of Laundering
Offence, adopted according to the Decision of Council of Ministers dated 04.01.2010 with
the number 2010/1, entered into force by publishing in the Official Gazette with the
number 27484 on 05.02.2010.

A new paragraph has been added to Article 16 of Regulation Regarding the Examination
of Laundering Offence, entered into force by publishing in the Official Gazette with the
number 26603 on 04.08.2007, with the amended Regulation.

Through the concerning paragraph; MASAK, based on the decisions submitted to itself
and reportings received within the scope of laundering and terrorist financing offence, is
authorized to issue the statistical data to be created for measuring the effectiveness of
anti- money laundering and terrorist financing system.

1.1.2. The Regulation Amending the Regulation on Measures Regarding Prevention
of Laundering Proceeds of Crime and Financing of Terrorism

The Regulation Amending the Regulation on Measures Regarding Prevention of
Laundering Proceeds of Crime and Financing of Terrorism, adopted according to the
Decision of Council of Ministers dated 01.06.2010 with the number 2010/582, entered
into force by publishing in the Official Gazette with the number 27626 on 29.06.2010.

Through the concerning Regulation amendment; the implementation of Article 24,
amended with the Article 13 of The Regulation Amending The Regulation on Measures
Regarding Prevention of Laundering Proceeds of Crime And Financing of Terrorism
entered into force by publishing in the Official Gazette with the number 27450 on
02.01.2010 by the Decision of Council of Ministers dated 28.12.2009 with the number
2009/15720, has been established as of 01.01.2011.



1.2. Coordination Activities

1.2.1. The Coordination Board for Combating Financial Crimes

The Coordination Board for Combating Financial Crimes, established in accordance with
Article 20 of the Law No0.5549 Regarding Prevention of Laundering Proceeds of Crime,
were ordinarily held on two times in 2010 under the chairmanship of Undersecretary of
Ministry of Finance consisting President of Financial Crimes Investigation Board,
President of Finance Inspection Board, President of Tax Inspection Board, President of
Revenue Administration, Deputy Undersecretary of Ministry of Interior, General Director
of Laws of Ministry of Justice, General Director of Economic Affairs of Ministry of Foreign
Affairs, President of the Board of Treasury Comptrollers, General Director of Banking and
Foreign Exchange of Undersecretariat of Treasury, General Director of Insurance of
Undersecretariat of Treasury, President of Inspection Board of Undersecretariat of
Customs, General Director of Customs of Undersecretariat of Customs, Vice President of
Banking Regulation and Supervision Agency, Vice President of Capital Markets Board and
Vice President of Central Bank.

In accordance with the agenda topics of the first Coordination Board meeting held in
21.04.2010, the followings were discussed;

- The activities of MASAK in 2009,

- The statistics related to examination of laundering offence and the statistics related to
inspection of obligations with the problems encountered in implementation,

- The legal arrangements to be carried out on financing of terrorism during FATF mutual
evaluation process,

In accordance with the agenda topics of the second Coordination Board meeting held in
30.09.2010, the followings were discussed;

- The updating of guidance for examination of laundering offence, and

- The problems encountered during examination of laundering offence and inspection of
obligations and solution offers to these.

1.2.2. Other Coordination Activities

Within the scope of the studies for ensuring the cooperation and coordination between
relevant regulatory/ supervisory institutions and law enforcement units which is
extremely important in the success of combating laundering and financing of terrorism;
the conference on “Panel on Anti-Money Laundering and Combating Terrorist
Financing” was held on 11.05.2010 by MASAK and The Banks Association of Turkey in
Istanbul with the participation of Minister of Finance Mr. Mehmet SIMSEK and the FATF
President Mr. Paul VLAANDEREN.

A workshop was also held on 25-26.05.2010 with the participation of the directors of
supervision units under the coordination of MASAK, in accordance with the decision
taken in the first meeting of The Coordination Board for Combating Financial Crimes on
21.04.2010, for increasing the effectiveness in examination of laundering offence and
inspection of obligations. The results of the concerning workshop were discussed in the
meeting of Coordination Board held on 30.09.2010.



In addition to this; within the scope of “2010-2012 Action Plan on Combating Organized
Crimes” put into practice with the ratification of Prime Ministry as of 19.07.2010, a
workshop was held on 27.12.2010 for drawing up a methodology ensuring the
cooperation and coordination between relevant regulatory/ supervisory institutions and
law enforcement units on combating proceeds of crime under the coordination of the
representatives of Ministry of Justice, Ministry of Foreign Affairs, Ministry of Finance
Inspection Board, the Board of Tax Inspectors, Revenue Administration, Treasury,
General Directorate of Police, the Gendarmerie General Command, the Coast Guard
Command, the Land Registry General Directorate, the Banking Regulation and
Supervision Agency and Capital Market Authority.

1.3. Other Activities

Within the scope of the studies carried out for the responding of opinion requests from
obliged parties and other institutions and establishments regarding Law No.5549 and
secondary legislations, 23 opinion requests were responded by MASAK in 2010.

Additionally, 152 information acquisition request and 16 parliamentary requests were
responded in 2010 for fulfillment of information acquisition request submitted to
MASAK within the scope of Law No: 4982 on Right of Information Acquirement and
studies related to responding of parliamentary requests concerning MASAK posed as
part of studies of Grand National Assembly of Turkey.

2. Studies for Detection and Prevention of Laundering and Financing of Terrorism

The obliged parties, within the scope of Law N0.5549 and secondary legislation related
to this Law, report the transactions carried out by themselves or mediated by them in
case of a suspicion of terrorist financing or laundering of assets derived from crime to
MASAK as Suspicion Transaction Report (STR).

Public Prosecutor’s Office and the Courts may demand legal request from MASAK for
identifying whether the offence of laundering of assets derived from crime is committed or
not.

Public institutions and organizations, natural and legal persons may also refer the cases
to MASAK.
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While Financial Crimes Investigation Experts are carrying out analyzing and evaluation
studies related to STR, legal request and referrals concerning financing of terrorism or
laundering of assets derived from crime; the examiners also carry out examinations
regarding laundering offence.

2.1. Data Collection Activities

Within the scope of Law No0.5549 on Prevention of Laundering Proceeds of Crime;
personal and institutional reportings are conveyed to MASAK related to the subjects in
the sphere of its duties. Additionally, the data obtained online or offline in electronic
environment from public institutions and organizations as well as obliged parties in the
scope of combating laundering proceeds of crime and financing of terrorism are
transferred to the system of MASAK. The reportings are classified as follows:

» Suspicious transaction reports sent from obliged parties,

e Evaluation or examination requests carried out by Public Prosecutor’s Office and the
Courts,

e Informative articles and research reports sent from other public institutions,
 Referrals and complaints made by natural or legal persons,

e Reportings and requests made by counterpart institutions abroad,

 Referrals and complaints made by natural and legal persons abroad,

e Adopted as direct referral from the news in the national and international press as of
their contents.

The reports stated above may be categorized as, taking into account their nature and the
type of their transfer, suspicious transaction reports made by obliged parties, requests



made by Public Prosecutor’s Office and the Courts, and the reportings sent by other
institutions. The dispersion of reports received in 2010 is as follows:

Table 6- Reports Sent in 2010

Reporting Types 2010
Suspicious Transaction Reports 10.251
Requests of Public Prosecutor’s Office and Courts 107
Other Reports 433
Total 10.791

2.1.1. Suspicious Transaction Reports

Suspicious transaction reports; they are the reports sent to MASAK in compliance with
the standard procedures determined by MASAK where there is any suspicion that the
asset, which is subject to the transactions carried out within or through the natural and
legal persons stated as “obliged parties” within the scope of the Regulation on Measures
Regarding Laundering Proceeds of Crime and Financing of Terrorism and in accordance
of article 4 of Law No0.5549, is acquired through illegal ways or used for illegal purposes.

The suspicious transaction reports (STR) conveyed to MASAK has been increased year
to year. The numbers of STRs were 352 in 2005 and this number was increased 29 fold
in 2010 to 10251 in comparison with 2005.

Table 7- The Numbers of STRs and the dispersion of them as to their sources

Sources of STRs 2005 | 2006 | 2007 | 2008 | 2009 2010 (%
Banks 351 1133 | 2903 | 4889 | 9480 9968
Brokers 1 7 40 9 168 28
Financing, Factoring,

Financial Leasing and - - - 15 32 70

Investment Companies
Insurance and Pension

Companies - - 3 10 129 148
Notaries - - - 1 6 1
The General Directorate of

Post and Telegraph - - - - 6 25
Organization

Foreign Exchange Offices - - - - 2 11
Total 352 1.140 | 2.946 | 4.924 | 9.823 10.251

(*) The number of STRs targeted to be received by MASAK as performance indicator in 2010 was 10.000 and
the number realized at the end of 2010 was 10.251. Ensuring the dissemination of STR sending activities in
electronic environment among banks, the targeted number was exceeded.



Chart 6- Numeric Trend of Suspicious Transactions Reports
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While obliged parties are filling in suspicious transaction reporting forms, they mark the
suspicious transaction type on the form corresponding to the suspicious transaction
subject to the reporting. According to the MASAK General Communique No.6, 115
different suspicious transaction types are identified and it is also possible for a
transaction to be suitable with more than one suspicious transaction type. Accordingly,
there were 19.804 suspicious transaction type selected from 10.251 suspicious

transaction reports submitted to MASAK 2010.

transactions according to their types is as follows:

Table 8- Suspicious transactions as to their types (2010)

The dispersion of suspicious

Item Number
No 2010 Suspicious Transaction Types of
Types

1 Suspicious cash transactions 4.532
2 Carrying out transactions incompatible with financial profile 3.857
3 Inconsistency in declarations and documents of the customer 2.902
4 Carrying out transactions not having reasonable grounds 2.822
5 Suspicious credit transactions 1.515
6 Establishing financial relations with risky persons 1.331
7 Suspicious electronic transfers into or out of country 908
8 Structuring of high amount transactions 561




9 Transactions related to risky countries 467
10 |Carrying out transactions through other persons 279
11 |Suspicious insurance transactions 211
12 | Suspicion of terror and financing of terrorism 186
13 | Negative news in the press 126
14 | Other 107
General Total 19.804

Chart 7- Suspicious transactions as to their types (2010)
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(*) The numbers on the column refers to the sequence number of the types of suspicious transaction type in
the table above.

As seen in the chart above, the followings have come to the forefront mostly related to
the suspicious financial transactions in 2010.

e carrying out conspicuously high amounted withdrawing or depositing transactions,

e lack of a reasonable relationship or proportionality between the customer's financial
profile and the transaction carried out,

e running across inconsistencies between the Customer's declaration, the documents
submitted, the behaviors and the actual situation,

e carrying out transactions without reasonable explanations.




Table 9- STRs on Financing of Terrorism as of years

Years 2004 2005 2006 2007 2008 2009 2010

Number of Suspicious

Transaction Reports 6 13 217 228 49 186

2.1.2. Requests for Evaluations and Examinations Referred by Public Prosecutor’s
Offices and Courts

Public Prosecutor’s Offices and Courts have referred their requests to MASAK in order to
detect whether the Offence of Laundering Proceeds of Crimes defined in Article 282 of
the Turkish Criminal Law No0.5237 is committed or the situations in which any
substantial benefit acquired from this crime.

Table 10- Requests for evaluations and examinations referred by Public
Prosecutor’s Offices and Courts as of years

Years 2005 2006 | 2007 | 2008 | 2009 | 2010

Requests for evaluations and
examinations referred by Public 178 93 84 74 69 107
Prosecutor’s Offices and Courts

Chart 8-The Numerical Trend of requests for Evaluations and Examinations Referred
by Public Prosecutor’s Offices and Courts
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2.1.3. Other Reports

After the examinations carried out by their examiners, public institutions and
organizations have conveyed the cases which they consider that it is necessary to
investigate them as to laundering offence via a report or a letter to MASAK. Natural and
legal persons, counterpart organizations abroad and some news published on media
might be considered as a source of report.

The referrals considered as out of the duty sphere of MASAK have been submitted to
other relevant institutions.

The table below shows sources of other reports conveyed to MASAK other than STRs and
requests of Public Prosecutor’s Offices and Courts.

Table 11- Number of Other Reports and Dispersion of Them as to Their Sources

Other Reports 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Public Institutions 157 117 120 115 100 91
Banks 18 38 8 - - 1
Press 8 4 5 3 2 2

Natural Person / Legal Persons
within the scope of Special Laws

Abroad 4 7 5 3 6 8
Total 322 470 422 480 458 433

135 304 284 359 350 331

Chart 9- Other Reports received in 2010 as to Their Sources
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In case of tackling together the evaluation and examination requests of Public
Prosecutor’s Offices and Courts, and the reports submitted from other persons and
institutions, the dispersion as of reporting subject is as follows:

Table 12- The number of Criminal Requests and Other Reports Received in 2010
and Dispersion of them as of Their Sources

Criminal Requests and Other Reports N;g:::;:f
Tax Evasion 127
Usury 82
Violations against Customs Legislation 54
Money Laundering 47
Fraud 45
Drug Trafficking 22
Earnings without specific source 20
Corruption in Tenders 15
Infraction in insurance transactions 10
Terror 10
Corruption 10
Complaint about Public Officer 9
Misconduct 6

Cash seized at Port of Customs 6
Manipulation 6
Fuel Smuggling 4
Theft 4
Organization Founding Against State 3
Bill Payment Center 3
Human Trafficking 3
Gambling Play 3
Establishing an Organization 2
Forgery 2
Threat 2
Debit 1
Other 44

General Total 540




Chart 10- The number of Judicial Requests and Other Reports Received in 2010 and
Dispersion of them as of Their Sources
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As seen in the chart above, evaluation and examination requests of Public Prosecutor’s
Offices and Courts, and the reports submitted to MASAK from other persons and
institutions mostly include the following issues.

e Carrying out transactions contrary to tax legislation,

e Practice usury,

e Carrying out transactions contrary to customs legislation,

e Money laundering.

2.1.4. Information requests

“Egmont Group” was established by 24 countries and 8 international organizations on
June 9, 1995 in Brussels. The main purpose of the Egmont Group is to help countries to
develop their national anti-money laundering systems and to remove obstacles before

international information exchange. Technological support to financial intelligence units,
training personnel, exchanging experiences and information as well as developing the



international information exchange and providing a systematical structure in this
respect are included in the scope of this support.

As of 31 December, 2007 Egmont Group has 106 members including Turkey.

Table 13. Information Exchange within Egmont Group as to years.

Year Requests received from | Requests sent by MASAK
other FIUs by MASAK to other FIUs

2006 136 132

2007 196 59

2008 143 46

2009 169 162

2010 188 63

MASAK received 188 requests from 43 financial intelligence units in 2010. More than
50% of these requests were from the financial units of USA, Germany, Belgium, England,
Russia, Bulgaria, Jersey and Greece. These units generally requests information related
to the unusual or suspicious financial transactions carried out in their country by
Turkish citizens or the money transfers made to or from Turkey.

MASAK requested 63 information requests from 27 financial intelligence units in 2010.
More than 50% of these requests were required from the financial units of USA, England,
Germany, Spain, Belgium, Switzerland, France and Russia. The information requests
required from other countries’ financial intelligence units were mostly related to the
persons and companies connected with terror/financing of terrorism, fraud and drug
trafficking crimes.

2.2. Analysis, Evaluation and Examination Activities on Laundering Offence

MASAK carries out analyzing and evaluation studies for prevention of financing of
terrorism and laundering proceeds of crime and detection of these crimes as well as
carrying out examinations in the scope of detection of laundering proceeds of crime.

Analysis; They are the studies carried out for obtaining qualified financial intelligence
from various data collected and referrals and reports received within the scope of Law
No0.5549 by using statistical and analytic methods and processing with the help of
technical instruments.

Evaluation; They are the studies carried out for detecting the serious suspicions and
indications related to laundering offence for the assets and persons pursuant to the cases
in which MASAK is penetrated or the analyzes performed.

Examination; They are the studies carried out for detecting the existence of cases
regarding commission of laundering offence.

In accordance with Article 19 of Law No. 5549, MASAK carries out analysis and
evaluations through MASAK Experts and examinations through Finance Inspectors, Tax



Inspectors, Customs Inspectors, Revenue Comptrollers, Sworn-in bank Auditors,
Treasury Comptrollers, Banking Regulation and Supervision Agency Experts and Capital
Markets Board Experts.

The analysis, evaluation and examinations carried out by MASAK may be initiated based
on various sources. These are the primary ones; requests submitted from Public
Prosecutor’s Office, referrals received from public institutions or organizations and the
suspicious transaction reports conveyed by obliged parties designated to report them
according to Law No.5549 from the natural or legal persons at home or abroad.

2.2.1. Analysis and Evaluation

The Financial Intelligence Units are the most important organizational structures in
combating laundering proceeds of crime and financing of terrorism. The Egmont Group,
established for the cooperation between financial intelligence units, identifies the FIUs
as follows;

“A Financial Intelligence Unit (FIU) is a central, national agency responsible for receiving
(and, as permitted, requesting), analyzing and disseminating to the competent
authorities, disclosures of financial information concerning suspected proceeds of crime
and potential financing of terrorism, or required by national legislation or regulation, in
order to counter money laundering and financing of terrorism”.

Today, a financial intelligence unit exists in every country which is combating laundering
proceeds of crime and financing of terrorism and carries out functions of receiving the
financial information, analyzing them and disseminating to the relevant units although
each of them has different administrative structure, location and authority.

MASAK also, being the financial intelligence unit of Turkey, give information about the
issues deemed necessary to the relevant institutions and organizations as the result of
the analyzes which are carried out by her.

2.2.1.1. The Analysis and Evaluation Studies regarding Laundering Proceeds of
Crime Offence

Evaluation files are opened related to the referrals and suspicious transaction reports
conveyed to MASAK and subjected to analyzing studies and considered as qualified in

respect to laundering offence.

Most of the evaluation files opened within the scope of laundering offence in 2010 were
related to drug trafficking, usury, unlawful financial transactions and illegal gambling.

The charts regarding the evaluation files opened in 2010 are stated below.



Table 14- Evaluation Cases as to Their Subjects

Subjects of Predicate Offences Number of Evaluation Cases
Drug Smuggling 18
Usury through POS 17
Irregular Financial Transactions 16
Usury 10
Organized Crimes 8
Fraudulency 7
Corruption 4
Bribery 3
Forgery 3
Embezzlement 3
Migrant Smuggling 2
Smuggling 2
Other* 7
Total 100

*[llegal Gambling, Fuel-Gold-Cigarette Smuggling, Cyber Crimes, Units Smuggling



Chart 11- Evaluation Cases as to Their Subjects (01.01.2010-31.12.2010)
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When laundering offence is detected as a result of evaluation carried out by Financial
Crimes Investigation Experts, the case is referred to authorized Public Prosecutor’s
Office; the subject matters in which serious indicators were detected as to money
laundering but not sufficient for denunciation are subjected to examination by the
investigators listed in Article 2 of the Law No0.5549. In this context, 54 % of the
evaluations carried out in 2010 were conveyed to examination. In the event that
different subjects falling into the fields of different institutions are encountered in
analysis and evaluations in relation to laundering offence, relevant institutions are
informed of the subjects. In this scope, various institutions were informed of 6034
persons in 2010 as a result of analysis and evaluations in relation to laundering offence.

Table 15- Institutions Informed of Analysis and Evaluations (01.01.2010-
31.12.2010)

Institution Number of Person
Law Enforcement Agency 4078
Revenue Administration 1401
Judicial Authorities 296
Regulatory and Supervisory Institutions 113
Ministries 37
Supervisory Units 34
Public Institutions 16
Social Security Institution 10
Undersecretariat of Customs 5
Undersecretariat of Treasury 1
Other 43
TOTAL 6034




Chart 12- Institutions Informed of Analysis and Evaluations
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Dispersion of informing activities as a result of analysis of laundering offences is shown
the table below.

Table 16- Subjects on which information was provided (01.01.2010-31.12.2010)

Subject of Predicate Offence Number of Person
Drug Trafficking 3559
Misuse of POS Machine 1137

Tax Evasion 353
Fraudulency 230

Usury 211
Corruption 112

Other* 432
TOTAL 6034

* Offences related to Capital Market Board, Forgery, Bid Rigging, Smuggling, Bribery,
lllegal Gambling, Embezzlement, Fuel-Human-Cigarette Smuggling, Organized Crime,
Theft, Misconduct, Irregular Transactions in Bill Payment Centers



Chart 13- Subjects of Informing (01.01.2010-31.12.2010)
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2.2.1.2. Analysis and Evaluations of Terrorist Financing Offence

Evaluation files are opened on the cases basing on the referrals and transactions
conveyed to MASAK that are subjected to analysis and considered to be in connection
with financing of terrorism. Statistics on the cases of financing of terrorism opened and
completed between 2007-2010 is shown in the table below.

Table 17- Files Opened/Completed (2007-2010)*

YEARS FILES OPENED FILES COMPLETED
2007 2 1
2008 39 12
2009 31 37
2010 48 30
TOTAL 120 80




*File numbers opened and completed refer to total number of preliminary evaluation and
evaluation files as of years. In the activity reports before 2010, only numbers of evaluation
files were included.

Chart 14- Files Opened/Completed (2007-2010)
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Table 18- Number of Persons Denounced to Public Prosecutor’s Offices

2009 2 2 4
2010 119 223 12 354




Chart 15- Number of Persons Denounced to Public Prosecutor’s Offices (2009-
2010)
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As a result of analysis and evaluations carried out within MASAK as to terrorist financing
offence, we shared information about total 7.053 natural/legal persons with various
institutions in 2010. Dispersion of the institutions that we have shared information
(qualified information and intelligence) is shown below.

Table 19- Institutions Shared Information (01.01.2010-31.12.2010)

Institutions Shared Information Number of Person
Public Prosecutor’s Offices/Courts 267
Undersecretariat of National Intelligence

Organization 2253
General Directorate of Security 2254
General Command of Gendarmerie 2159
Revenue Administration 17
Ministry of Foreign Affairs 103

Total 7053




Chart 16- Information Sharing as to Institutions (01.01.2010/31.12.2010)
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2.2.1.3. General Analysis Works
2.2.1.3.1 Operational Analysis and Evaluation Works

As a result of the joint work conducted with General Directorate of Security on 652
members of 46 human trafficking organization for prostitution purpose in some cities of
Turkey between 2006-2008, it was requested from General Directorate of Security to
trace activities of 27 persons and from Revenue Administration to conduct financial
audit on 37 persons.

2.2.1.3.2. Strategic Analysis and Evaluation Works

Analysis was done in 2010 to prevent misuse of non-governmental organizations in
committing money laundering or financing of terrorism offence. As a result of the
analysis, we informed General Directorate of Security of 188 associations and 3505
members of them; Undersecretariat of National Intelligence Organization and General
Command of Gendarmarie of 57 NGOs abroad (association, federation etc.) and 72
members of them.

2.2.2. Examinations
We have conveyed the cases considered to conduct further examination as a result of the

evaluations under laundering of assets obtained from crimes in Article 282 of the
Turkish Criminal Law No0.5237 and the cases decided to convey directly for examination



by MASAK due to their natures, to the examiners stated in Article 2 of the Law No0.5549
regarding need for expertise.

The cases in the examination process as to years are shown below.

Table 20- Opened Examination Files as to Years (2006-2010)

Year 2006 2007 2008 2009 2010

Files Opened 86 110 68 63 43

Table 21- Completed Examination Files as to Years (2006-2010)

Year 2006 2007 2008 2009 2010

Files Completed 68 112 201 76 73

Chart 17- Opened Examination Files as to Years (2006-2010)
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Chart 18- Completed Examination Files as to Years (2006-2010)
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Table 22- Completed Examination Files as to Their Results (2006-2010)

Year Completed Files Not l?enounced to De.nounced to
Public Prosecutor | Public Prosecutor

2006 68 39 29

2007 112 81 31

2008 201 161 40

2009 76 54 2%

2010 73 53 21 %*

Total 530 388 143

(*) Revised as a result of removing 1 examination file from the files denounced.
(**) 1 file denounced is under process.




Chart 19- Completed Examination Files as to Their Results (2006-2010)
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Table 23- Number of Persons Denounced in Opened Evaluation/Examination
Cases (2006-2010)

2006 2007 2008 2009 2010 Total
Examination 148 223 228 103 199 901
Analysis and 22 39 3 ; 26 90
Evaluation

Total Numberiof 170 262 231 103 225 991

Denunciations




Chart 20- Number of Persons Denounced in Opened Evaluation/Examination Cases
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Table 24- Referrals of Laundering Offence as to Request/Source of Referral (2006-

2010)
SRR 2006 | 2007 | 2008 | 2009 | 2010 Total
Referral
Suspicious
Transaction 3 5 7 5 3 23
Report (STR)
Pul?llc Prosecutor’s 26 16 14 1k 16 )
Office
Other 10 20%* 21 5 grx* 64
Total 39 41 42 22 27 171

(*) 2 evaluation files were removed from source of referral since they were included into the

scope of examination files.

(**)Revised as a result of removing 1 examination file from the files denounced.

(***)1 file denounced is under process.




Chart 21- Referrals of Laundering Offence as to Request/Source (2006-2010)
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Table 25- Referrals of Laundering Offence as to Predicate Offences (2006-2010)

Percentage in

Predicate Offence 2006-2009 2010 Total

Total
Drug Trafficking 60 5 65 38,01
Smuggling 32%* 7 39 22,82
Qualified Fraudulency and "
Fraudulent Bankruptcy 22 12 34 19,88
Forgery in Documents and Legal 145 1 15 8,77
Papers
Forge a Document - Use of it 5 1 6 3,51
Pillage, hijacking and kidnapping 4 - 4 2,34
Offences Against Liberty 3 - 3 1,75
Offences Against the State 2 - 2 1,17
Arm Smuggling 1 1 2 1,17
Forgery of the State Seals and 1 i 1 0,58

Stamps




Total 144 27 171 100

(*) Number of predicate offence was revised since 2 evaluation cases were included into the scope of exar
(**) Revised due to the fact that types of predicate offences were changed and 1 examination file was
removed from the files denounced.

Chart 22- Referrals of Laundering Offence as to Predicate Offences (2006-2010)

401 3801
35
30
25
20
15
10

With regard to 171 files denounced to Public Prosecutor’s Offices on suspicion of
laundering offence between 01.01.2006 and 31.12.2010, it is seen that the rates of the
offences are as follows; 38,01 % drug trafficking, 22,82 % smuggling, 19,88 % qualified
fraudulency and fraudulent bankruptcy, 8,77 forgery in documents and legal papers.



3. Activities of Inspection of Obligations

Under the Law No. 5549 on Prevention of Laundering Proceeds of Crime and relevant
legislation, “Inspection of Obligation” covers “inspection of compliance with the
obligations” carried out to establish the states of obliged parties in compliance with the
obligations and “examination of obligation violation” conducted to detect obligation
breaches.

3.1. Inspection of Compliance with the Obligations

Capital Markets Brokerage Houses required forming a compliance program under
Regulation on Program of Compliance with Obligations of Anti-Money Laundering and
Combating the Financing of Terrorism had referred their institutional policies on
compliance program to MASAK until 1 March 2009.

MASAK prepared an on-site inspection program for 2009 for controlling implementation
of compliance programs formed by Capital Markets Brokerage Houses and decided that
experts of Capital Markets Board would conduct this program.

To this end, among 88 capital markets brokerage houses operating in Turkey, 21 in 2009
and 23 in 2010 were subjected to inspection of compliance with obligations, and it is
planned to conduct inspection of 44 of them remained in 2011.

Also, inspections of compliance with the obligations in respect of customer identification,
suspicious transaction reports, assignment of compliance officer and the obligations of
record keeping and submitting were initiated for 20 factoring companies, 10 financing
companies, 10 money lenders and 6 financial leasing companies within the scope of the
2010 Program on Inspection of Compliance with the Obligations, and the inspections are
still going on.

The inspections abovementioned have been performed by auditors in factoring
companies, by revenue comptrollers in financing and financial leasing companies, and by
finance inspectors in portfolio management companies and money lenders.



Table 26- The Inspections of Compliance with Obligations Conducted in 2010

Obliged Obliged Obliged
Obliged Party Parties Parties in Parties in Obliged Obliged
Included into | Included which which Parties Parties Not
the Scope of into the Inspection | Inspection Violating Violating
Inspection Scope of is still going is Obligation | Obligation
Inspection On completed
Capital Markets
Brokerage 23 - 23 14 9
House
Factoring 20 3 12 ) 12
Company
Financing 10 i 10 i 10
Company
Financial
Leasing 6 3 3 3 -
Company
Portfolio
Management 7 - 7 - 7
Company
Money Lender
10 - 10 2 8
TOTAL 76 11 65 19 46

3.2. Evaluations of Violations of Obligations

It is stated in paragraph (1) of Article 40 titled as “Notification” of Regulation on Measures
Regarding Prevention of Laundering Proceeds of Crime and Financing of Terrorism that
the examiners shall immediately notify MASAK, in writing, on violations of obligations
they encounter while fulfilling their own duties entrusted to them by their units and
conducting laundering offence examinations.

Apart from the circumstances mentioned above, Financial Crimes Investigation Experts
(FCIE) can encounter violations of obligations while they are performing evaluations of
money laundering and financing of terrorism in MASAK. FCIEs evaluate the reports on
violations of obligations received in this scope and the cases not requiring to be processed
as a result of evaluation have been archived; examination process of violations of
obligations is initiated on the cases requiring further examination through examiners
listed in the Law no.5549; and the cases decided to be concluded within MASAK are
processed by FCIEs.



In this framework, the table on the evaluations of violations of obligations commenced in
2010 is below.

Table 27- The evaluations of violations of obligations commenced in 2010.

Obliged Parties Subjected to the “Evaluation of Violation of 46
Obligation”
Bank 39

Insurance Company

Capital Markets Brokerage House

Heavy Equipment Dealer

Real Estate Agency
PTT Branch
Legal Person

RN R R R R

Obligation Types Subjected to the “Evaluation of Violation of 75
Obligation”
Failure to Make Customer Identification 39

Failure to Report Suspicious Transactions 24

Failure to Submit Information and Document 6

Failure to Comply with the Obligations of Keeping and 6
Submitting Records

42



Chart 23- Evaluations of Violation of Obligation as to Obliged parties (2010)
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On the other hand, with regard to the evaluations of violations of obligations initiated for
the obliged parties that were subjected to evaluation in 2010 and previous years, 54
evaluations were completed in 2010; non-compliance was not detected in 20 of them; it
was considered and decided that examinations of violations of obligations would be
initiated for 32 of them in accordance with Article 11 of the Law, an examination would be
commenced for 1 of them in accordance with Article 15 of the Law, and both an
examination of violation of obligation and an examination would be initiated for 1 of them
in accordance with Articles 11 and 15 of the Law respectively.

2.3. Examinations of Violations of Obligations

As a result of the evaluations of the notifications of violations of obligations conducted by
FCIEs within MASAK, it was decided that further examination is necessary for the cases
through examiners listed in the Law and examinations on violations of obligations were
commenced in 2010. The table pertaining to the examinations is below.

Table 28- The examinations of violations of obligations commenced in 2010

Obliged Parties Subjected to the “Examination of Violation of 41
Obligation”

Bank 36

Insurance Company

Money Lender

Real Estate Agency
Obligation Types Subjected to the “Examination of Violation of 66
Obligation”

Failure to Make Customer Identification 36

Failure to Report Suspicious Transactions 19

Failure to Submit Information and Document 4

Failure to Comply with the Obligations of Keeping and 7

Submitting Records
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Chart 25- Examinations of Violation of Obligation as to Obliged Parties (2010)
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Chart 26- Examination of Violation of Obligations as to Obligations (2010)

11%

M Failing to Carry out Customer
Identification

M Failing to Report Suspicious
Transactions

1 Failing to Provide Information
and Documents

M Violating the Obligation of
Retaining and Submitting

45



On the other hand, examinations regarding 31 of the obliged parties about whom an
examination of violation of obligations was initiated in 2010 or before, were completed.
It was decided and concluded that out of these 31 persons, no action was required for 22
of them and administrative fines should be imposed on 9 of them.

3.4 Administrative Fines

Administrative fine is imposed, in accordance with Article 13 of Law No. 5549, on
obliged parties who violate any of obligations listed in the Articles 3, 5 and 6, and on
officers in charge who violate any of the obligations listed in the Article 4 Paragraph 1 of
the Law No. 5549

In this scope, the table on the administrative fines imposed by MASAK in 2010 is given
below.

Table 29- Administrative Fines Imposed in 2010 (AF) (TRY)

Number of Decisions of Administrative Fine Imposed 27
Bank 16
Insurance Company 5
Money Lender
Those who deal with Construction Machines 4
Number of Obliged Parties Punished 12
Number of Officers Punished 15
Number of Acts Contrary to Obligations 132
Failing to report Suspicious Transactions 5
Failing to carry out Customer Identification 127
Total Amount of Administrative Fine Imposed 1.452.441
Total Amount of AF Imposed on Obliged Parties 1.341.589
Total Amount of AF Imposed on Officers 110.852
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Chart 27- Administrative Fine Decisions Imposed on Obliged Parties (2010)
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4. Activities Related to Foreign Relations

4.1 FATF -Turkey III. Round Mutual Evaluation Process

FATF, which was founded in 1989 for the purpose of anti-money laundering and which
later included combating against terrorist financing into its activity field published 49
(40+9) Recommendations?! to that end and evaluated the anti-money laundering and
terrorist financing systems of the countries in respect of these recommendations. FATF,
which operates in OECD headquarters, has 34 members comprised of 32 countries
including Turkey and 2 regional organizations.

Up to now, Turkey has been evaluated three times by FATF, which are in years 1994,
1998 and 2006. Third Round Evaluation Report of Turkey was discussed and adopted in
the FATF Plenary held in Strasbourg on within the scope of regular follow up, 21-23
February 2009 and it was decided that within the scope of regular follow-up?, Turkey

! The 40 Recommendations published by FATF in 1990 within the scope of anti-money laundering were revised in 1996 and 2003.
Besides, FATF published 8 Special Recommendations on terrorist financing in 2001 and published Special Recommendation 9 in
2004. Thus, the total number FATF Recommendations has reached 49.

2 In accordance with FATF procedures, countries which do not adequately comply with Recommendations 1,5,10 and 13, and Special
Recommendations II and IV which are considered as core recommendations by FATF and the countries which do not significantly
comply with other recommendations in spite of complying with the core ones are subject to monitoring which is called “regular
follow-up”. In follow-up method, the relevant country submits, at the end of the second year following the adoption of mutual
evaluation report in the Plenary Meeting, a “progress report” on recommendations which have been assessed as inadequate. After the
discussion of progress report at the Plenary Meeting, if it is decided that the country has not made sufficient progress, the country is
put under an enhanced follow-up and in this scope, a sanction mechanism is applied. This sanction mechanism may include
submission of progress reports by the country within periods shorter than a year (for example every four months), writing an official
letter to relevant Minister explaining the gravity of the situation, paying a high-level visit to the country for the same purpose,
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would report its progress related to remediation of the deficiencies stated in the report
in the FATF February Plenary in 2009.

Since the evaluation date, Turkey which was rated non-compliant for 11, partially
compliant for 22, largely compliant for 12, compliant for 3 and not-applicable for 1
Recommendation out of FATF's 40+9 Recommendations in the III. Round Evaluation
Report has made significant progress in terms of legislation and implementation related
to remediation of the issues which were reviewed and considered as deficiency.

First Progress Report of Turkey was discussed in the FATF Plenary held in Paris in
February 2009 and it was decided that Turkey would continue its regular follow-up
process and would submit its second Progress Report in February 2010.

The Second Progress Report of Turkey was discussed in the FATF Plenary held in Abu
Dhabi in February 2010 and it was decided after the assessment that the follow-up
process would continue in an accelerated manner and Turkey would report the progress
at the 2010 June Plenary provided that it would remedy its deficiencies related to
terrorist financing in Special Recommendations II and IIL

The Third Progress Report of Turkey was discusses in the FATF Plenary held in
Amsterdam in June 2010. In the Plenary, it was suggested by FATF Secretariat that “the
deficiencies in the combating terrorist financing system still continues and therefore
Turkey should be subject to enhanced follow-up”. But Turkey’s objection in the Plenary in
which Turkey stated that “if the commitments undertaken in the Action Plan?3 are fulfilled,
the deficiencies will be remedied by the end of 2010 and therefore, including Turkey into
enhanced follow-up will not make sense” was taken into consideration and Turkey was
not subjected to enhanced follow-up. It was decided in the Plenary that Turkey would
submit its Fourth Progress Report in the FATF Plenary in February 2011 within the
scope of accelerated follow-up.

4.2 The Process of “International Cooperation Review Group (ICRG) in FATF
Turkey Relation

In G-20 Leaders Summit held in London on April the 2rd, 2009, it was decided that FATF
would determine the risky countries in terms of anti-money laundering and terrorist
financing and take necessary measures in this respect.

It was decided in the G-20 Leaders Summit held in Pittsburgh on 20-25 September 2009
that FATF would publish the list on countries that it determined to be risky in terms anti-
money laundering and terrorist financing, until February 2010.

The countries that were determined as risky according to the criteria* set by FATF
within the scope of ICRG process were included in a pool of review and the countries

applying Recommendation 21 which regulates the relations with risky countries; and may go so far as to terminate FATF
membership.

The subject of “Action Plan” is given in the “International Cooperation Review Group (ICRG) in FATF-Turkey Relations” section of
the report.

The criteria used for subjecting countries to a review process within the scope of ICRG are as follows:
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under this scope were divided into Africa-Middle East, America, Asia-Pasific and Europe-
Eurasia Regional Observation Groups based on their geographical location.

Turkey, having 9 partially complaint and 1 non compliant ratings out of 16 core and key
principles according to the IlI-Round Mutual Evaluation Report of Turkey published by
FATF in 2007 and thus, having a total of 10 ratings that are either partially compliant or
non compliant, has automatically been referred to pool of review based on the referral
criteria and was included in the Europe-Eurasia Regional Review Group.

The review report drawn up in this scope states that “the arrangements regarding the
scope and elements of the terrorist financing offence in the current legislation of Turkey is
deficient and insufficient, and there is not any arrangement with regard to freezing
procedures for terrorist assets.”

In order to remedy the deficiencies stated in the report, Turkey drew up an action plan
and submitted it to FATF on 18 January 2010. In the action plan; it is stated that a draft
law will be drawn up to remedy the deficiencies regarding terrorist financing and
freezing procedure and, that draft is expected to be sent to Great National Assembly of
Turkey until June 2010 and become a law until the end of 2010.

Two following two lists were formed by ICRG with regard to countries with deficiencies
at the FATF Plenary held in Abu Dhabi on 15-19 February 2010:

1- “Jurisdictions having significant AML/CFT deficiencies but not showing any
progress with regard to this issue,

2- “Countries that have made commitments for remedying the AML/CFT
deficiencies.”

Turkey is in the second list and it is stated about that Turkey that Turkey has
demonstrated progress in improving its AML/CFT regime but has some deficiencies with
regard to terrorist financing and has officially made commitments to remedy them.”

In accordance with the action plan and under the coordination of Ministry of Justice, a
draft law on terrorist financing was published by efforts of the authorities from
Ministries of Justice, Interior and Foreign Affairs, MASAK and Undersecretariat of
Treasury, and the scholars and the draft was sent to Prime Ministry by Ministry of Justice
in June 2010.

Since some of the articles of the draft needed to be revised in legal and technical terms,
some amendments were made in the draft by the joint work of the authorities from
Ministries of Justice, Interior and Foreign Affairs, MASAK and Undersecretariat of

a) being nominated by FATF or FATF Style Regional Bodies (FSRB),
b) automatic referral if, according to the Mutual Evaluation Report of the Country, the ratings of ten or more of the 16
Recommendations which are called “core” and “key” recommendations (Recommendation 1, 3, 4, 5, 10, 13, 23, 26, 35, 36, 40 and

Special Recommendation [, II, I1I, IV and V) are partially compliant (PC) or non-compliant (NC),

c) automatic referral based on non-participation in FATF or FSRBs, or not agreeing to publish its Mutual Evaluation Report
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Treasury, and the scholars and the revised draft was sent by Ministry of Justice to the
Prime Ministry on 20.12.2010.

4.3 Memorandums of Understanding (MOUs) Signed with Counterpart Institutions

Under the Article 12 of the Law No0.5549, President of Financial Crimes Investigation
Board (MASAK) is authorized to sign the memoranda of understanding, which are not in
the nature of international agreement, with foreign counterparts and to amend the
memoranda of understanding signed in order to ensure exchanging information within
the scope of duties of the Presidency and the signed memoranda of understanding and
their amendments enter into force by the Decision of Council of Ministers.

In this framework, MOUs were signed with the financial intelligence units of the
following countries.

In 2006

Turkish Republic of Northern Cyprus
In 2007
Indonesia, Portugal and Sweden

In 2008 ;
Mongolia, Afghanistan, Georgia, Albania, Syria and Romania

In 2009 ;
Croatia, Macedonia, South Korea and Bosnia Herzegovina

In2010;
Japan, Ukraine, Norway, Jordan, Senegal and Luxembourg

4.4 Meetings Abroad

MASAK participated in the following meetings held abroad in 2010:
- ICRC Meeting held in Paris by FATF,

- FATF-MENAFATF Joint Plenary and Working Group Meetings held by FATF in Abu
Dhabi

- Working Group Meetings on Tax Crimes and Money Laundering held by OECD in Paris

- Business Visit for Combating Financing of Terrorism made in Washington under the
coordination of the Ministry of Finance of Turkey

- 118th Turkey-EU Association Committee Meeting held in Brussels

- 12th Congress of Commission on Crime Prevention and Criminal Justice held by United
Nations in Salvador
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- ICRG Meeting held by FATF in Strasbourg
- Plenary Meeting held by EURASIAN Group (EAG) in Almaty

- Workshop on “Anti-Money Laundering and Terrorist Financing” held by European
Commission TAIEX in Vienna and Lisbon

- Plenary and Working Group Meetings held by FATF in Amsterdam

- Conference on “International Mechanism and Instruments against Corruption” held by
the Republic of Kazakhstan in Burabay

- Egmont Group Plenary Meeting held by FATF in Cartagena

- NATO International School of Azerbaijan - Session on Financial Security held by NATO
in Baku

- FATF Methodology Workshop held by MONEYVAL in La Vella'da MONEYVAL

- Seminar on “Financial Measures against Money Laundering and Terrorist Financing”
held by FDIC (Federal Deposit Insurance Corporation) in Virginia

- Regional Seminar on “Financial Crimes” held by the Central Bank of Lebanon in Beirut
- ICRG Meeting held by FATF in Strasbourg
- Plenary and Working Group Meetings held by FATF in Paris

- Fiscal Affairs Committee meeting on Tax Crimes and Other Crimes held by OECD in
Paris

- Expert Group Meeting on Cash Couriers held by the United Nations in Vienna

- Conference on “New Trends and Techniques of Money Laundering and Terrorist
Financing” held by the Financial Intelligence Unit of Romania in Bucharest

- South Eastern Europe Public-Private Sector Experts Workshop held by OSCE in
Sarajevo

- EAG Working Group and Plenary Meeting held by EAG in Moscow

- Working Group Meeting on “Asset Recovery” held by the United Nations in Vienna

5. Training Activities and Other Activities for Increasing Public Awareness

Execution by obliged parties of preventive measures introduced with regard to anti-
money laundering and terrorist financing is very important in terms of revealing and
preventing the laundering acts, and preventing the use of financial system as an
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instrument in commission of these crimes. In order to increase obliged parties’
awareness of preventive measures and ensure that they implement these measures,
MASAK carries out training activities for obliged parties. Furthermore, the activities for
ensuring cooperation and coordination between regulatory and supervisory bodies
participating in combating terrorist financing and the law enforcement bodies and
activities for informing inspectors continue to be carried out intensely. In this scope,
taking into account that the activities for training and providing information to obliged
parties and other public institutions and activities for training MASAK personnel is
important in respect of anti-money laundering and terrorist financing, a separate
“Training Group” was established in 2010 by the change made in MASAK organization
chart.

Information regarding the training activities for obliged parties and other public
institutions and for MASAK experts and assistant experts given by MASAK in 2010 is
stated below.

5.1 In-house Trainings

A “Basic Training” program was held between 20.09.2010-12.11.2010 for newly
recruited XIII Term MASAK Assistant Experts. In the scope of the training program,
experts from relevant institutions trained the assistant experts on issues of anti money
laundering and terrorist financing legislation, banking, foreign exchange, capital
markets, tax and customs legislation, and criminal and commercial law. 14 assistant
experts received a total of 882 hours of training within the scope of the mentioned
training program.

Within the scope of “Plan and Application Principles of 2010 In-house Training”, a five-
day training program was given between 17.05.2010-21.05.2010 by vice presidents,
heads of departments and heads of groups for MASAK experts and assistant experts
comprised of 66 people; Carrier Development Seminar with regard to Law no 5549 and
its practice, and Training for Adapting to Amendments was given to 32 people.

5.2 Training Activities for Obliged Parties and Other Public Institutions

Activities for training the personnel of financial institutions and other obliged parties
about anti-money laundering and terrorist financing obligations introduced by Law No.
5549 and related secondary legislation continued intensely in 2010 as well.

In this scope; MASAK provided training on AML/CFT obligations in Ankara, Adana,
Bursa, Istanbul and Izmir to the personnel of banks, capital market intermediary
institutions, insurance companies, leasing companies, factoring companies, portfolio
management companies, authorized entities, precious metals brokerage houses, Istanbul
Stock Exchange, Istanbul Gold Exchange and General Directorate of Post, and
independent inspection agencies. Totally, 1469 obliged party personnel were trained
within the scope of 22 training activities carried out by MASAK for obliged parties.

The training activities held by MASAK is not limited to obliged parties, MASAK provides

training for other relevant public institutions involved in AML/CFT. In this scope,
information on training activities provided in 2010 by MASAK is given below.
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Table 30- Training Activities and Participants (2010)

The Agencies
Participated in AL 20V
pa Training Training Hours Number of Number of
Training R . 0
Activiti Activities Trainers Participants
ctivities
Obliged Parties 22 108 36 1469
La\{v Enforcement 3 7 3 125
Units
Inspectors 3 9 4 147
Total 28 124 43 1741

5.3 Other Activities for Increasing Public Awareness

In 2010, two books on “The Offence of Laundering Proceeds of Crime in Comparative
Law and Turkish Law” and “Evaluation of the Offence of Laundering Proceeds of Crime
within the Framework of the General Provisions of Turkish Penal Code No. 5237” were
published with MASAK publication numbers 18 and 19 and they were distributed to
inspectors and other relevant units.

Besides, “Money Laundering Awareness Handbook for Tax Examiners and Tax Auditors”
prepared by Organisation for Economic Co-operation and Development (OECD) for
inspectors, with regard to issue of detecting laundering acts during tax inspections was
translated into Turkish and distributed to inspectors and was also published at the
website.

6. MASAK Information Systems and Project Activities

As it is known, the main functions of the financial intelligence units are to collect, analyze
and evaluate data and inform relevant units of its results. To achieve this, a sound
technical infrastructure, database and analysis tools are required.

In this respect, “the Project on Strengthening the Capacity of Fighting against Money
Laundering, Information Technologies and Analysis Tools” which is carried out
within the scope of EU Program for Pre-Accession Assistance in which MASAK is a
beneficiary aims to meet those needs. It is also aimed through this project to building an
effective legal, technical and institutional framework within the scope of EU acquis and
its implementations and eventually, establishing one of the most effective systems in the
world on the subject of anti-money laundering and combating terrorist financing.

The activities related to investment part of the Project which is comprised of twinning,
technical assistance and investment parts were completed in 2010.

In this framework, MASAK achieved the followings through this Project:
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Twinning Activities: The twinning part of the Project, which was carried out together
with Treasury Departments of Ministries of Finance of Italy and Turkey was comprised
of participation of short-term and long-term experts, business visits, training seminars,
workgroups, analysis and technical support and consultancy services. Twinning part,
lasting two years was completed in 2006.

Business visits were organized in Italy based on the needs of officials of the candidate
countries so as to improve their examination abilities. Working group meetings were
held and information was exchanged for the purpose of gaining technical knowledge
about the system infrastructure and analysis techniques of various countries within the
scope of twinning.

Service Procurement: In order to ensure an effective combat against anti-money
laundering in line with EU acquis on issues of establishing a technical frame and
infrastructure for anti money-laundering, it was aimed to have MASAK receive technical
assistance from specialized IT consultants with regard to establishment of a
Management Information System (Central Database) that would incorporate analytical
information technologies which would process the data received from various public and
financial institutions in Turkey and be used in financial crime examinations through
procurement of service in accord with the general purpose of increasing the institutional
capacity of MASAK.

The activities for providing acceptance tests and inspection services for the purpose of
ensuring onsite visits, establishing Institutional Security Policy and checking whether
the goods and services to be provided by procurement consultant conform to technical
properties are carried out in this scope.

Investment Activities: As of 2008, all works of MASAK is carried out through
MASAKNET system thanks to servers and software developed within the scope of system
infrastructure and application software.

Analysis Software and Statistical Tools:

Business Object: It is the software used for inquiring and reporting the information in
the database. Users can reach, to the extent of their authorization, to reports already
available in MASAK application and again to the extent of their authorization, they can
draw up their own reports.

Analyst’s Notebook: it is the software actively used by MASAK experts for visual
relation analysis on mass data available in the database.

SPSS: it is the packaged software for generating various results through using statistical
methods on mass data.

NAMS: it is the software for matching names and addresses, which increases the
effectiveness of inquiries made on mass data. It is used via AML module.

The Project is a supplementary element of many crucial activities such as putting Law
No. 5549 into force, establishing secondary legislation, intense training activities and
strengthening the STR system. Activities for improving the current modules and
developing new applications will continue in 2011.

Furthermore, 98% of the information available in the MASAK database has been
transferred to the new database built through the Project and thus the infrastructure
necessary for the effective use of the abovementioned software has been set up.
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V.  CONCLUSION

In 2010, in addition to functions of collecting, analyzing data and conveying to relevant
units as financial unit of Turkey in the field of anti-money laundering and terrorist
financing, MASAK intensely continued its regulation, inspection and training activities
entitled to itself by Law No. 5549.

V  In order to make Turkey’s anti-money laundering and terrorist financing legislation
parallel to international standards and fit for present conditions, some amendments and
arrangements were made in 2010 and in this scope; Regulation Amending the
Regulation Regarding the Examination of Laundering Offence, and Regulation Amending
the Regulation on Measures Regarding Prevention of Laundering Proceeds of Crime and
Financing of Terrorism entered into force.

\% Training activities for both financial institutions and personnel of other obliged
parties continued intensely in 2010 as well in order to increase the awareness of obliged
parties on preventive measures introduced for anti-money laundering and terrorist
financing and ensure that they implement these measures. As 2010 performance
indicators, MASAK planned to hold 25 training activities for obliged parties and public
institutions but exceeded this target and organized 28 training activities in 2010 and
provided training to 1741 participants.

\% As a result of the training activities held for obliged parties, increasing trend
observed in the number of suspicious transaction reports conveyed to MASAK continued
in 2010 as well and the targeted indicator of 10.000 suspicious transaction reports was
surpassed and 10.251 suspicious transaction reports were received. Furthermore, in
2010, the necessary technical works were done with banks so that suspicious
transaction reports (STRs) sent by banks through electronic environment would be
more common and thus the number of STRs received through electronic environment
increased.

\% Within the scope of efforts for ensuring cooperation and coordination between
relevant regulatory and supervisory bodies and law enforcement units, which is crucial
for a successful combat against money laundering and terrorist financing; MASAK and
the Bank Associations of Turkey organized a conference on “Prevention of Laundering
Proceeds of Crime and Combat against Financing of Terrorism in Turkish Banking
Sector” held in Istanbul in 2010 with the participation of Mr. Mehmet SIMSEK, the
Minister of Finance of Turkey and Mr. Paul VLAANDEREN, FATF President. Besides,
workshops were held for inspectors authorized to investigate laundering offence and
inspect obligations and for authorities from other relevant public institutions. The
activities for enhancing the communication and cooperation with inspectors will
continue in 2011 in order to increase the effectiveness in examinations on money
laundering and inspection of obligations.

\% Within the scope of Program of Compliance with Obligations for year 2010, 20
factoring companies, 10 financing company, inspection of 10 money lenders, 7 portfolio
management company and 6 leasing company started in terms of their compliance with
obligations of customer identification, suspicious transaction reporting, assignment of
compliance officer and retaining and submitting. Again, inspection of capital markets
brokerage houses which was included in the scope of Program of Compliance with
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Obligations for year 2009 continued in 2010 and in this scope, 23 capital markets
brokerage houses were inspected in respect of compliance program. On the other hand,
examinations of violation of obligations were initiated for 41 obliged parties and 31
examinations of violation of obligations that had already been initiated were completed.
As a result of the mentioned examinations, MASAK made 27 administrative fine
decisions for 12 obliged parties which were determined to be violating the obligations.

\% For enhancing the cooperation with counterpart bodies in foreign countries,
MASAK signed Memorandums of Understanding with FIUs of Japan, Ukraine, Norway,
Jordan, Senegal and Luxemburg for enhancing the cooperation in anti-money laundering
and terrorist financing.

\% The activities related to investment part of “the Project on Strengthening the
Capacity of Fighting against Money Laundering, Information Technologies and Analysis
Tools” which is carried out within the scope of EU Program for Pre-Accession Assistance
in which MASAK is a beneficiary were also completed in 2010.

MASAK aims a more effective fight against laundering proceeds of crime and terrorist

financing through carrying on its activities of data collecting, analyzing and evaluating,
regulation, inspection and training.
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