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. GENERAL BACKGROUND

m  Legal background

I ssuing residence permits for investments is regulated with the Aliens Act. The Act wasfirst introduced
in 1993 and the last amendment to the Aliens Act relevant to this Report was introduced on 1% October
2010". This new version of the Act was drafted to achieve, above all, greater legal clarity. Changes in
the Act were primarily generalizing in nature or arefinement of the existing provisions, making it easier
to find the necessary applicablerules for both the people and the law enforcers. The amended Act was
adopted through the standard procedure by the parliament (Riigikogu). Over the years, there have not
been any major parliamentary debates over the amendments made to the Aliens Act, as migration has
not been a politically sensitive topic and most of the changes to the law have been due to the adoption
of EU migration directives. Changes madeto the Aliens Act regarding theinvestors’ residence schemes
are described bel ow.

Thelegal basis for granting a temporary residence permit? for an investment was first introduced on 1st

May 2003. The permit issued to all third-country national investors in Estonia is named “residence

permit for enterprise” and it entails different investment schemes with different requirements, which

have been developed over the years. Thus, currently residence permits for enterprise are issued to the

following groups of investors:

= general scheme - for an investment of at least 65,000 euros (introduced 1 May 2003);

= soleproprietor - for aninvestment of 16,000 euros (introduced 1 May 2003);

= start-up companies — no investment requirement (introduced 18 January 2017);

® companies that have been registered in Estonia for less than 12 months and commence operation
with the support of the state or private investments, having received an investment or loan from
the State or a private management company licenced by the Financial Supervision Authority or
receiving support from a public support measure — no investment requirement (introduced 1
September 2013);

= major investors— for an investment of at least 1,000,000 euros® (introduced 18 January 2017).

Regarding the scope of this Report, only three of the five schemes mentioned above are of relevance:
(2) the general scheme, (2) the sole proprietor scheme; and (3) the special scheme for mgjor investors
(highlighted above in bold). All these schemes were adopted with the aim to attract more foreign
investments and to enhance a positive effect in the Estonian economy, which is one of the policy
priorities stated in the National Reform Programme “Estonia 2020, The National Reform Programme
“Estonia 2020 is Estonia’s strategy for achieving the “Europe 2020” objectives. The Programme states
as one of the Government’s policy priorities the creation of an appropriate environment to attract more
direct foreign investments into sectors with greater export potential and added value. Also, the updated
version of the Programme (approved by Government on 27 April 2017°) points out that for reaching the
above-mentioned goal, amendments have been introduced to the Aliens Act as of 2017, establishing a
special residence permit application procedure for major investors to facilitate, among other things, the
moving of their families into Estonia.

Therequirements for receiving the named residence permit and the process of application are described
in the Aliens Act. The Minister of Interior’s Regulation No 7, 12 January 2017 establishes “The
procedure for applying a residence permit and its extension, as well as the application for a residence

1 Aliens Act (Vélismaalaste seadus) RT | 4 July 2017, available at https://www.riigiteataja.ee/en/eli/501112017003/consolide.
2 Temporary residence permit is issued for third-country nationals to reside in Estoniaup to 5 years. The permit is renewable
for ten years.

3 Sub-section 5 of the Aliens Act.

4 Available at https://rii gikantsel ei.ee/et/konkurents voi me-kava-eesti-2020.

5 Available at https://riigikantselel.ee/sites/default/files/elfinder/article files/eesti 2020 en.pdf.
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permit and the restoration of a long-term resident, as well as the rates of legal income”®. Therefore,
whilethe Aliens Act sets therequirementsfor the permits, thereferred Ministerial Regulation stipulates
the documents needed for the application.

General scheme

The main criteria to receive a residence permit for enterprise is to invest at least 65,000 euros to a
company registered in Estonia’ and their activities must significantly contribute to the development of
the Estonian economy®.

Sole proprietor

Anaienwhois applying for atemporary residence permit for enterprise as a sole proprietor is required
to have the capital in the amount of at least 16,000 euros invested in Estonia®. The legislation does not
clarify what type of investment should be madein the business, however usually sole proprietors invest
in equipment that they use for their business activity. Similar to the general scheme their activitiesin
Estonia should significantly contribute to the development of the Estonian economy.

Major investment

Theregulation for major investors, which enteredinto force on 18 January 2017 defines a major investor
as an alien who has made a direct investment in the amount of at least 1,000,000 euros into a company,
registeredinthe Estonian Commercial Register, substantially investing in the Estonian economy, or has
made an investment into an investment fund, which, pursuant to its investment policy, invests the
resources of the fund primarily into the companies entered into the Estonian Commercial register’®. An
investment of one million was determined on the basis of the assessment provided by the Ministry of
Economic Affairs and Communications, which is supported by the feedback of the market participants
and general market practice, according to which the investment of one million euro is the minimum
amount of venture capital investment in a single investment fund™.

Similar to the other schemes named above (i.e. sole proprietorship, general scheme), the purpose of a
temporary residence permit issued to a major investor for enterpriseis to facilitate making investments
in such businessin Estonia, whichisin public interests and significantly contributes to the devel opment
of the Estonian economy. The law or its implementing acts do not clarify what is meant by significantly
contributes to the development of the Estonian economy. This assessment is | €ft to the decision maker,
which is the Palice and Boarder Guard Board. The contribution to the Estonian economy may be for
exampl e taxes paid, jobs created, etc.”.

= Competent authorities

The decision on granting or not granting a residence permit for all the above-named investors is made
by the Police and Border Guard Board’s migration department within two months since the
submission of theapplication or sincethe elimination of the deficiencies. The applications are submitted
to the Estonian embassy or consulate, in case the applicant is abroad, otherwise the application is
directly submitted to the Board. The consulate verifiesthe identity of the applicant based on the identity
documents the applicant submits and fingerprints hinvher if necessary. Thereafter, the application is
sent by diplomatic post to the Police and Border Guard Board for processing.

6 Minister of Interior’s regulation No 7, 12.01.2017 “The procedure for applying a residence permit and its extension, as well
as the application for a residence permit and the restoration of along-term resident, as well as the rates of legal income”, RT
I, 10.10.2017, 5, available at https://www.riigiteataja.ee/akt/110102017005.

7 Article 192 (2) of the Aliens Act.

8 Article 191 of the Aliens Act.

9 Articles 191 and 192(3), 1910f the Aliens Act.

10 Article 1978 of the Aliens Act.

1 Explanatory note for the amendments to the draft law of the Aliens Act, Citizen of the EU Act, Identity Documents Act,
251SE.

2 EMN Focussed Study, 2014, ‘Admitting third-country nationals for business purposes National Report of Estonian NCP”,
available at www.emn.ee.
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The Aliens Act stipulates that the Police and Border Guard Board may ask for an opinion of another
administrative authority, or a natural or legal person if it is deemed necessary®® Thus, the Board can
consult other entities on the fulfilment of residence permit requirements, where they might have less
knowledge (e.g. what the impact to the economy might be). Economic experts (e.g. from Estonian
Unemployment Fund, Enterprise Estonia, Estonian Chamber of Commerce and Industry®¥) might be
involved to help the case-officer to assess the impact into the Estonian economy. The decision on
involving the group of experts or other institutions in the assessment process is made by the Board and
on aregular basis around table of experts is gathered to look through (some of the)*® new applications.
There is no public list of experts or institutions, which are or could be involved in the assessment
process. Although other institutions or experts can be involved in the assessment process, their opinion
is only recommendatory and the final decision on the application is made by the Police and Border
Guard Board.

All the applicants receive a residence card within one month after the positive decision is made.
Normally, it takes around two months (54 days) until the decision is taken; however, this depends on
the work-load of the competent authorities (i.e. the number of applications being processed at the same
time). The average duration of the procedureis 54 calendar days (datistics for first 9 months of the year
2016 for al thetemporary residence permits). Thereis no distinction made regarding different Directive
statuses and national statuses'®. The applicant can pick up the card at the Estonian foreign mission (in
casetheapplicant is abroad) or at the Police and Border Guard Board. This card givesthem alegal basis
to enter and reside in Estonia, as well astravel in the Schengen area. The permit can be renewed.

13 Article 421 of the Aliens Act

14 EMN Focussed Study, 2014, ‘Admitting third-country nationals for business purposes National Report of Estonian NCP’,
available at www.emn.ee.

15 The indication “some of the new applications” responds to the fact that thereis no legal obligation to assess all gpplications
by the group of experts. Only those applicationsthat present more compl exiti es are assessed by the group of experts. According
to the research carried out by the national expert, most applications have been assessed by the group of experts due to the
number of applications received.

16 Source: EMN Focussed Study 2016 “Family Reunification of TCNs in the EU: National Practices. Estonian National
Report”. www.emn.ee.
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IIl. PROCEDURES, COMPETENT AUTHORITIES AND APPLICABLE CRITERIA

1 APPLICATION PHASE

1.1 PROCEDURES

According to the article 213 of the Aliens Act, to apply for atemporary residence permit an alien shall
submit an application for a temporary residence permit personally. Thus, the individual is the “main
applicant” in the process for residence permit for enterprise. The application is submitted in person to
aforegn representation of the Republic of Estonia, which shall send it, if necessary, to the Police and
Border Guard Board for processing after the person has been identified or their identity verified and
after their biometric data have been collected. Exceptions are made for applicants who are already
legally staying (e.g. holding a valid visa or under the visa-free regime) in Estonia. They can submit the
application directly to the Police and Border Guard Board. These general rules apply to all immigrant
investors.

The applicationisfilled in English, Estonian or Russian language, except the business plan, which isin
English or Estonian’. All the supporting documents have to be translated into one of these languages,
notarised and apostilled, if necessary. A business plan is submitted to proof that the investors’ business
activities are in compliance with the purpose of the residence permit for enterprise. The different
requirements regarding the business plan are explained below for each type of scheme. By signing the
application, the applicant confirms that copies appended to the application comply with the original
document, and the documents do not contain false data and are not forged. In addition, by signing the
application, the applicant confirms that he or she has a health insurance and sufficient legal income. If
necessary, the case officer can ask supporting documents proving these statements (e.g. if thereis a
doubt, and ad-hoc checks).

In the scope of this Report and as indicated in Section |, Estonia issues residence permits for the
purposes of setting up an enterprise (hereinafter, residence permit for enterprise) under three schemes:
(2) for general business owners (general scheme), (2) for sole proprietor; and (3) for major investors.
All the investors should meet general conditions foreseen for all applicants and special requirements
foreseen for aresidence permit for enterprise.

General conditions for atemporary residence per mit are:

= thepurpose of the application must be justified (i.e. meets the aim of the residence permit);

= theapplicant has an actual place of residence is Estonia (this does not apply to major investors),
which they indicate on the application and within 1 month of the issue of the permit they need to
register themselves in the Population Registry;

= the applicant has sufficient legal income which would enable him and his family members the
subsistence in Estonia. The requirement for legal income is twice the subsistence leve in Estonia
for every month of stay in Estonia, depending on the size of the family (e.g. in 2017 the level was
at least 260 euros per person per month). Article 9 of the Aliens Act defines what constitutes as
legal income, that is lawfully earned remuneration for work, parental benefits, unemployment
benefits, income received from lawful business activities or property, pensions, scholarships,
means of subsistence, benefits paid by a foreign state and the subsistence ensured by family
members earning.

= Theapplicant must hold amedical expenses insurance contract18 valid in Estonia during thewhole
validity period of the residence permit. The health insurance is required to compensate to the
insured person to the extent of the insurance amount for the medically necessary treatment costs

17 Article 192(6) of the Aliens Act.
18 Article 117 of the Aliens Act.
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arising as a result of an illness or accident and expenses of out-patient examinations, which are
made to establish the insured event and prescribe treatment. The insurance amount for the annual
period of insuranceis at least 6,000 eurosi9.

In addition, special conditions foreseen for the gener al scheme are:

= theapplicant has a holding in a company, which has the capital in the amount of at least 65,000
euros and which isinvested in business activity in Estonia;

= thecompany is entered into the commercial register of Estonia;

= the applicant has sufficient monetary resources for engaging in enterprise in Estonia. Thereis no
minimum amount set, as this depends on the type of business. It is assessed in the application
process whether there are enough financial resources to fulfil the business plan®;

= theapplicant submits a business plan describing the following aspects: hame and registry code of
the company, business idea - planned activities, potential clients and suppliers, plans of
development, fixed assets available for the company, circulating capital, labour force being used,
financial forecasts for the next two financial years - projected income statement, balance shest,
cash flow forecast, Curriculum Vitae of the persons who perform managerial and supervisory
functions and amotivation, why the settling of the applicant in Estoniaisimportant for enterprise®.
The business plan is submitted in English or Estonian only, as English is the language used in
international business and Estonian is the language of administrative procedures. Based on the
business plan, the assessment is made as to whether the company’s activities are in compliance
with the purpose of the residence permit for enterprise.

= theapplicant must pay astatefee— 180 euros (if the application is submitted at the foreign mission)
or 160 euros (if the application is submitted at the Police and Border Guard Board).

Special conditions for the sole proprietor:

= theapplicant hasthe capital intheamount of at least 16,000 euros and whichisinvested in business
activity in Estonig;

= theapplicant is registered as sole proprietor in the commercial register of Estonia;

the applicant has sufficient monetary resources for engaging in enterprise in Estonia?’;

= the applicant submits a business plan describing the following aspects: name sole proprietor,
businessidea - planned activities, potential clientsand suppliers, plans of development, fixed assets
availablefor the sole proprietor, circulating capital, labour force being used, financial forecasts for
the next two financial years - projected income statement, balance sheet, cash flow forecast,
Curriculum Vitae of the persons who perform managerial and supervisory functions and a
motivation, why the settling of the applicant in Estoniaisimportant for business activity®. Likein
the general scheme, the business plan is submitted in English or Estonian as proof that the planned
activities of the sole proprietor are in compliance with the purpose of the residence permit for
enterprise.;

= theapplicant must pay astate fee— 180 euros (if the application is submitted at the foreign mission)
or 160 euros (if the application is submitted at the Police and Border Guard Board).

Investors applying under the general scheme and as sole proprietors are subject to an annual
immigration quota, unless they are exempt from the quota. Aliens who are exempt from the quota are
listed in Article 115 in the Aliens Act®* - most relevant groups for this Report are e.g. citizens of USA,

1 Article 120 (1) of the Aliens Act.

2 Article 192 of the Aliens Act.

2l Minister of Interior’s Regulation No 7, 12 January2017, *The procedure for applying a residence permit and its extension,
aswell astheapplication for aresidence permit and therestoration of along-term resident, as well as the rates of legal income”,
Article 16, RT |, 10.10.2017, 5, available at https://www.riigiteataja.ee/akt/110102017005.

2 Article 192 of the Aliens Act.

2 Minister of Interior’s Regulation No 7, 12 January2017, *The procedure for applying a residence permit and its extension,
aswell astheapplication for aresidence permit and therestorati on of along-term resident, as well as the rates of legal income”,
Article 16, RT I, 10.10.2017, 5, available at https://www.riigiteataja.ee/akt/110102017005.

2 Article 115 of the Aliens Act.
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Japan, ethnic Estonians, family members, major investors, start-up investors, ICT workers, researchers,
students). The annual immigration quota is set each year by the Government, and it cannot be more that
0.1% of the permanent population®. Usually the annual immigration quota is set around 1,300 persons
per year, e.g. in 2018 the annual quota is 1315%.

Special conditions foreseen under the major investors’ scheme are:

= theapplicant proves that he has made a direct investment in the amount of at least 1,000,000 euros
into a company, registered in the Estonian Commercial Register, investing primarily into the
Estonian economy, or has made an investment into an investment fund, which, pursuant to its
investment policy, invests the resources of the fund primarily into the companies entered into the
Estonian Commercial register®’;

= theapplicant has paid a state fee — 180 euros (if the application is submitted at the foreign mission)
or 160 euros (if the application is submitted at the Police and Border Guard Board).

Major investors are exempt from the annual immigration quota.

In all the above named schemes (gener al and the major investor s schemes and sole proprietors) the
money for the investment must come directly from the applicant’s bank account and he/she must be the
owner of such money; this money cannot come from, for example, an account of a company owned by
the applicant.

The Aliens Act also stipulates the reasons for refusal to issue temporary residence permit. The

gener al reasons are the following:

= thebasisfor theissue of aresidence permit has ceased to exist;

= theapplicant does not comply with the requirements for the issue of atemporary residence permit;

= theapplication for theissue of a residence permit is not justified (i.e. does not meet the aim of the
residence permit);

= the immigration quota has been fulfilled by the time of making the decision with regard to the
application; or

= the person has committed to leaving the Republic of Estonia, hasreceived a dwelling in aforeign
state through an international aid programme or has received support for leaving Estonia;?® and

= theapplicant is considered a threat to national security, public order or health®.

Additional reasons for denial for investorsin the general scheme are that the applicant:

= does not provide evidence of the trustworthiness of his’/her own current and planned business
activities or of the company, of the business associates or financial resources;

= theexplanations of the applicant about his/her own current and planned business activities or about
the company are not convincing or are controversial;

= does not provide evidence that his stay in Estonia on the basis of the residence permit would
significantly contribute to the achievement of the purpose of the temporary residence permit for
enterprise

= does not provide evidence of how his’her own activities or the activities of a company would
contribute to the achievement of the purpaose of the temporary residence permit for enterprise;

®  current activities or a company’s activity is not in accordance with the plans in the description of
the business plan;

m  current activities of the applicant or the company”s activities are not in accordance with the purpose
of the temporary residence permit for enterprise;

= has failed to meet the conditions related to the temporary stay, residence and employment in

% Article 113-114 of the Aliens Act.

% QOrder of the Government of the Republic of Estonia No. 367, 14 December2017, ‘Establishment of the immigration quota
for aliens covered by the Aliens Act in 2018’, available at: https://www.riigiteataja ee/akt/315122017017.

27 Article 1978 of the Aliens Act.

2 Article 123 of the Aliens Act.

2 Seethe reasons from Article 124 of the Aliens Act.
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Estonia®.

Under the major investors’ scheme, the application for aresidence permit may be refused if:

m the applicant has not made the investment or the investment is not lasting during the period of
validity of the temporary residence permit;

= theactivity of the company or investment fund does not contribute to the purpose of the issue of a
temporary residence permit issued to a large investor for enterprise;

m  theinvestment is not in the public interest;

= theapplicant does not provide evidence of thetrustworthiness of thefinancial source of investment
or of the business partner; or

= the applicas?t has not fulfilled the obligation related to thetemporary stay, residence or employment
in Estonia™.

Under the Sole proprietor, the permit may berefused if:

= theapplicant does not provide evidence of the trustworthiness of his’her own current and planned
business activities or financial resources,

= theexplanations of the applicant about his’her own current and planned business activities are not
convincing or are controversial;

= theapplicant does not provide evidence that his stay in Estonia on the basis of the residence permit
would significantly contributeto the achievement of the purpose of the temporary residence permit
for enterprise;

= the applicant does not provide evidence of how hig’her own activities would contribute to the
achievement of the purpose of the temporary residence permit for enterprise;

= current activities of the applicant are not in accordance with the plans in the description of the
business plan;

= current activities of the applicant are not in accordance with the purpose of thetemporary residence
permit for enterprise;

= the applicant has failed to meet the conditions related to the temporary stay, residence and
employment in Estonia®.

The application is processed and the decision is made by the Police and Border Guard Board®within

two months from the acceptance of the application®. During the application process, the Board can

consult with other entities to assess the fulfilment of the investment condition and the potential benefit
to the economy®.

m In case of granting a residence permit, a residence card shall be issued within 30 days at the
foreign representation of the Republic of Estonia or at the Service Office stated on the application
form.

In addition to the residence card, if the applicant meets the admission criteria, a residence per mit
for enterprise is granted for up to five years® and can be extended for up to ten years”.
However, the mentioned minimum period of five years and the maximum period of ten years for
the temporary residence permit may be reduced under the national legisiation®. The legislation

%0 Article 195 of the Aliens Act.

SL Article 1975 of the Aliens Act.

2 Article 195 of the Aliens Act.

3 Article 211 of the Aliens Act.

% Regulation No. 7 of 12 January 2017 of the Minister of the Interior on the procedure for applying for a residence permit and
its extension, as well as the application for aresidence permit and the restoration of along-term resident, as well as the rates
of legal income, RT I, 10.10.2017, 5, available at https.//www.riigiteataja.ee/akt/110102017005.

35 EMN Focussed Study, 2014, ‘ Admitting third-country nationals for business purposes National Report of Estonian NCP’,
available at www.emn.ee.

3% Article 119 of the Aliens Act. While the residence permit is the authorisation granting theinvestor the right to stay and work
in Estonia, the residence card is an identification document which proves the identity of the holder and the fact that he/she
holds a residence permit.

S7 Article 132 of the Aliens Act.

% Article 1971 of the Aliens Act.
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does not establish the legal reasons for reducing such periods but leaves it to the discretion of the
competent authorities, on the basis of the assessment of the application and accompanying
documents, when they deem it necessary (e.g. when the business plan is not very strong or thereis
a doubt about how beneficial this businessisfor EE or will the company be active). This allows to
assess sooner whether the requirements for the permit are fulfilled, i.e. is the business till active,
is the investment active, how beneficial is the business for the Estonian economy etc. After the
legally established periods, the applicant can continueto renew his’/her residence permit or, if s/he
fulfils the conditions for long-ter m residence per mit* s’he can apply for that, the latter is also a
prerequisite for citizenship®.

The documents for the renewal of the residence permit should be submitted at least two
months prior to the expiry of the valid residence permit*. The application for renewal should be
donein person at a Police and Border Guard Board's Service Office® in case the applicant has to
befingerprinted in cases where more than five years from the date of the previous residence permit
application have passed®. If less than five years have passed from the previous residence permit
application and from the capturing of fingerprints, the applicant can also apply for the renewal of
residence permit by post or by e-mail. The decision on extension or refusal to extend the
temporary residence permit is made at the latest 10 days prior the expiry of the validity term of
the temporary residence permit. If the residence per mit of the applicant expires during the
period of validity, the stay in Estonia shall be legal for the 90 days following the expiry date of
the period of validity of the residence permit. During this period, an alien has theright towork in
Estonia directly arising from law. Therenewed residence card isissued at the Service Office of
the Police and Border Guard Board.

m  Incaseof refusal, awritten objection to the decision can be submitted to the Police and Border
Guard Board within 10 days of receiving the decision or an appeal tothe Tallinn Administrative
Court within the same period (10 days)*. Also, applicants from abroad can appeal the negative
decision. The applicant can hire a legal representative for the appeal procedure.

1.2 COMPETENT AUTHORITIES AND NON-PUBLIC BODIES

In Estonia, there is one competent authority, which is responsible for granting residence permits.
According to Article 211 of the Aliens Act the issue or refusal to issue, the extension or refusal to
extend of a temporary residence permit shall be decided by the Police and Border Guard Board
(hereinafter, ‘the Board”). Thisis a government agency under the administration of the Ministry of the

3 Article 232 of the Aliens Act. The following conditons apply for long-term residence (LTR): 1) s’he has resided in Estonia
on the basis of aresidence permit for at least last five years before the submission of the application for a residence permit for
along-term resident; 2) s’heor she hasavalid temporary residence permit; 3) ¥'he hasa permanent legal income which ensures
higher own subsistence in Estonia; 4) s’he is deemed to be an insured person for the purposes of the Health Insurance Act or
atreaty of the Republic of Estonia; 5) ghe has met theintegration requirement; 6) the information of his/ her place of residence
has been registered in the Population Register; 7) no facts which are the basis for the refusal to issue a residence permit for a
long-term resident exist in respect of him or her.

40 Article 6 of the Citizenship Act. The following conditions apply for citizenship: An alien who wishes to acquire Estonian
citizenship must: 1) be at least 15 years of age; 2) hold along-term residence permit or the right of permanent residence; 2.1)
prior to the date on which he or she submits the application for Estonian citizenship, have lived in Estonia for at least eight
years on the ground of aresidence permit or by right of residence, of which at least five years on a permanent basis; 2.3) have
a registered place of residence in Estonia; 3) be proficient in the Estonian language in accordance with the requirements
provided in section 8 of this Act; 4) know the Constitution of the Republic of Estonia and the Citizenship Act in accordance
with the requirements provided in section 9 of this Act; 5) have a permanent legal income; 6) be | oyal to the Estonian state;
7) take an oath.

4 Article 28(4) of the Minister of Interior’s regulation No 7, 12.01.2017 “The procedure for applying a residence permit and
its extension, as well as the application for aresidence permit and the restoration of along-term resident, as well as the rates
of legal income”, RT I, 10.10.2017, 5, available at https://www.riigiteataja ee/akt/110102017005.

42 Whilethe Police and Border Guard Board isthe general competent authority to receive, assessand decide on the applications
for aresidence permit and renewals thereof, specificaly, the Service Office of this Board (of the place of residence of the
applicant) isthe onein charge of these tasksin practice.

4 Article 28(2) of the Minister of Interior’s regulation No 7, 12.01.2017.

4 Article 222 of the Aliens Act.
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Interior. Within the Board, the Migration Department isin charge of processing the applications and
makes the decision regarding residence permit applications.

Residence permit applications are submitted to the Board via the Estonian foreign missions when the
application issubmitted from abroad. In some cases, the application may be submitted directly tothe
Board. As described above, the Board may consult other institutions or experts regarding the
fulfilment of the residence permit conditions set for investors. However, the final decision on the
application is made by the Board.

1.3 MONITORING OF THE PROCEEDINGS AND THE AUTHORITIES INVOLVED

TheAliensAct setsan annual immigration quotathat appliesto investors, except for major investors
and for start-up investors. Also, citizens of USA and Japan are exempt from the quota®™. The annual
quotalimitsthe number of aliens who can obtain aresidence permit in Estonia. Theannual immigration
quota is the quota for aliens immigrating to Estonia, which shall not exceed 0.1 per cent of the
permanent population of Estonia annually. The quotais set by the Gover nment and within the quota,
the Minister of the Interior may establish a distribution of the immigration quota according to the
groundsfor application, the basisfor the issue of aresidence permit, aswell asthetemporal distribution
within ayear®. Besidesinvestors, the quota applies to some groups of labour migrants® and to migrants
who apply for aresidence permit under an international agreement.

There is no system of scrutiny by the Parliament or other bodies in Estonia. However, the law
provides for a certain degree of monitoring by the Police and Border Guard Board. This monitoring
is ensured, first, by the fact that the alien and other persons concerned® have the obligation to notify
the Board of any change in and cease to exist of any of the facts relevant to granting, possession,
extension %\d revocation of thelegal basisfor temporary stay, residence and employment in Estonia
of an alien™.

Furthermore, the Act stipulates that an alien who has been issued a temporary residence per mit for
enterprise (general scheme, sole proprietors) is required to inform the Police and Border Guard
Board of any changein the facts on the basis of which the residence permit was issued, of difficulties
in the performance of the assumed duties or of the impossibility to perform the assumed duties™®. The
same obligation isforeseen for major investor s, who arerequired to notify the Police and Border Guard
Board of the change in circumstances, including the change of the company or investment fund®. On
the basis of these natifications, the Board can request further information.

Themonitoring by the Board is also ensured by the ad-hoc checks that the Board can carry out to verify
whether the conditions of the permit arestill met during the validity period of the per mit. Otherwise,
the monitoring of the fulfilment of the residence permit conditions is made in the renewal process. In
case the applicant renews the permit, s’he must fulfil aimost all the same conditions as for the initial
application. Thus, in the renewal procedure, the Board can assess whether the applicant fulfilled all the
conditions for the first permit that was issued during its period of validity. For example, the Board can
examinewhether theinvestment is still active, whether it has not decreased, whether the investment has

4 Article 115 of the Aliens Act.

4 Articles 113 and 114 of the Aliens Act.

47 Exempt from the annual immigration quota system are the following labour migrants: researchers, lecturers, ICT workers,
aliens who come to work in a start-up company.

8 The law does not stipulate who these persons might be. They can be, for example an employer, the landlord, etc.

4 Article 20 of the Aliens Act.

%0 Article 196 of the Aliens Act.

51 Article 197%0f the Aliens Act.
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been beneficial to Estonian economy, etc.*

1.4 INFORMATION ON APPLICATIONS

The legidation does not contain any obligation to disclose information about successful
applicants. Only the applicant is personally notified immediately about a positive decision regarding
his’her application. The positive decision is sent to the contact addresses (e-mail or post) shown on the
application.> The applicant is also notified about the places where s/he can pick up the residence card.

The Table below shows the total number of requests for residence permits for enterprise, the number of
successful and turned-down applications in the reference period (2012-2017):

T‘:quun;:f No. of requests No. of No. of turned

Year qfor for residence by successful down Sources***
residence investors*® applications applications

2012 3866 127 61 21 PBGB

2013 3696 77 54 22 PBGB

2014 4376 55 35 10 PBGB

2015 5319 38 28 3 PBGB

2016 6429 38 18 3 PBGB

2017 6612 Qo7 ** 68 4 PBGB

*No. of residence request for residence by general and major investors.

** |t should be noted that the residence permit for major investors was introduced in the Aliens Act on
18 January 2017. From the 97 applications recorded under 2017, four corresponded to major investors.
***PBGB- Police and Border Guard Board

1.5 INFORMATION ON APPLICATIONS BY FAMILY MEMBERS

Estonia has not imposed any limitations to immigrant investors to reunite with family members or
arrive to Estonia with family members. Family members are not subject to annual immigration
quota.

Thefollowing family members may reunite with theinvestor :

spouse (legally married)

minor child

adult child, if the child is unable to cope independently due to health reasons or a disahility;
a person subject to legal guardianship in order to settle with the guardian.

Thereunification of parents or grandparents is only foreseen in case the parent needs car e and the
sponsor has along-ter m residence permit. Thus, there is no immediate possibility to arrive to Estonia
with parents or grandparents.

A residence permit may beissued to settle with his’her spouse when the following conditions are met:
= if the spouses share close economic ties and an intimate emotional connection, the family is
stable and the marriage s not fictitious™.

52 Information gathered through consultation with national stakeholder (Police and Border Guard Board's migraiton advisor,
competent authority, 28 February 2018).

53 Article 36 of the Aliens Act.

5 Article 138 of the Aliens Act. It is not easy to prove the truth of the mariage. There are no legd provisions on the
implementation of this requirement. Thisis only investigated in a case-by-case basis when a third party brings forth a claim
that the marriage is fictitious.
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=  Thefamily needsto havea per manent legal incomethat shall ensure the subsistence of thefamily
in Estonia™.

= Also, the family members need to have a valid health insurance, unless they are covered with
national health insurance (e.g. minor children).

Thereis no obligation to have a register ed place of residence and actual dwelling for the issue of a
temporary residence permit to settle with the spouse. However, within one month, family members
under the general scheme need to register place of residence in the Population Register. Thisis not a
requirement for the family members of major investors and they do not need to register their place of
residence anywhere.

Applications for family reunification may be submitted at the same time as the sponsor’s
application for a residence permit. Applications are submitted personally (legal representative for a
minor child) at the foreign missions of Estonia, which then sends the applications for processing to the
Police and Boarder Guard Board. If the family is already legally in Estonia, they may submit the
application directly to the Board. The application for family reunification is processed and decision
is madewithin two months. If the decisionis positive, theresidence per mit isissued up to fiveyears,
but not for longer than the validity of the permit issued for the sponsor.

There are no limitations for family member to access the labour market. If family members are
issued a temporary residence permit they receive theright to work as well. Thereis no separ ate wor k
permit needed. They have the possibility to participate in the adaptation programme (see Section |11
of this Report)®. They have right to most of the services (e.g. labour market services) and benefits
(e.g. family benefits) that citizens have. They can freely move around the countries in the Schengen
area without a visa.

= Satistical data onthe number of successful applicationsfor residence permitsfor family members:

Number of successful applications for

Year . s ¢ Source*
residence permits for family members
2012 22 PBGB
2013 13 PBGB
2014 14 PBGB
2015 19 PBGB
2016 17 PBGB
2017 27 PBGB

* PBGB- Police and Border Guard Board

5 Article 139 of the Aliens Act.
5% Website of the adaptation programme ‘Welcome to Estonia’, available at https.//www.settleinestonia.eg/.
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2 TYPE OF INVESTMENT>?

Type of investment required

Residence permit for general
scheme-The investment
required is a provision of
capital of the amount of at
least 65,000 euros, which is
invested in a business activity
in Estonia. Investment can be:
equity capital, subordinated
liability and registered
amount of fixed assets.

Residence permit for
enterprise for sole proprietors

Applicability of
financial threshold
65, 000 euros, which,
after one year of the
issuance of the
permit can be no
longer active as an
investment if one of
the following

conditions is met:

- the sales revenue of
the company is at
least 200,000 euros
per year; or

- the amount of social
tax paid in Estonia
monthly for the
persons employed by
the company is at
least equal to the
social tax paid in
Estonia monthly for

the remuneration
equalling fivefold
Estonian annual
average Qgross
wages’.

At least 16,000 euros

Procedure to verify the fulfilment of the investment

criterion

The applicant submits information and
documents proving the amount of
investment made in Estonia in accordance
with the requirements of the law¢0 with the
residence permit application. The law does
not define which kind of documents or
proof this should be. In practice, bank
statements, contracts etc., might be proof
of the investment made.

The information and documentation
provided by the applicant on the
investment is checked and assessed in the
application process by the Police and
Border Guard Board, which might consult
with other experts (e.g. economic experts).

Checks on fulfilling the investment criteria,
including the source of funds, is made in the
first application procedure. After receiving
the residence permit, ad-hoc checks might
be carried out, otherwise in the procedure
of the renewal of the permit the investment
criteria are assessed againé!.

Same as above.

Competent authorities and non-public bodies

Police and Border Guard Board is processing the
application and they can involve other experts fo
evaluate the fulfilment of the requirements, e.g. the
benefits of the investment into Estonian economy.
Decision is made by the Police and Border Guard Board.

The competent authorities are described in points 1.1.,
1.2. of the Section Il above.

Same as above.

57 For the purposes of this Table, the term ‘investment’ covers any pecuniary disbursement required as part of the process for obtaining residence under the investors’ residence scheme.

%8 Article 192(4) of the Aliens Act.
59 Article 194 of the Aliens Act.

8 Articles 192 and 1972 (1) of the Aliens Act.
61 Information gathered through consultation with national stakeholder (Police and Border Guard Board’s migraiton advisor, competent authority, 28 February 2018).
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Type of investiment required

The investment required is a
provision of capital in the
amount of at least 16,000
euros invested in Estonia (e.g.
investment in the equipment
which is necessary for the
business activity)

Residence permit for
enterprise for major investors -
The investment consists in a
direct investment of capital in
the amount of af least
1,000,000 euros infto a
company, registered in the
Estonian Commercial
Register, or has made an
investment into an investment
fund, which, invests the
resources of the fund primarily
info the companies entered
into the Estonian Commercial
registers2,

3 RESIDENCE PHASE

Residence permit

A temporary residence
permit for enterprise is
issued for dall investors. In
general, the permitisissued

Applicability of

financial threshold criterion

1,000,000 euros and Same as above.
the investment must

last during the period

of validity of the

residence permit.

Procedure

The national law does not foresee checks of the fulfiiment
of the residence criterion. As of 18 January 2017, the
Aliens Act abolished the concept of permanent
residence of 183 daysin a yearin Estonia to hold any type

62 Article 197° of the Aliens Act.

Procedure to verify the fulfilment of the investment

Competent
authorities and
non-public bodies
Police and Border
Guard Board s
processing the
application and

Competent authorities and non-public bodies

Same as above.

Renewal of the residence permit

Conditions for renewal

For the renewal of the residence permit for
enterprise  (i.e. general scheme, sole
proprietors, major investors), the same
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Residence permit

for 5 years and extended
for up to10 years. However,
the law stipulates that
temporary residence
permit for enferprise may
be granted for shorter
periods than the ones
mentioned abovess, taking
info account evidence on
the circumstances in which
the issue or extension of a
residence permit is based
or other relevant
circumstances relevant
and whether there are any
changes in any such
circumstances.

Procedure

of temporary residence permit, including for investors.
The length of residence was replaced with the obligation
to use the residence permit for the purposes for which it
was issued. Despite that, a general criterion of issuing a
residence permit is that an applicant needs to hold a
place of residence in Estonia, still applies. Within one
month of issuing the permit, the applicant needs to
register his/her place of residence in the Populatfion
Registeré4. Noft registering a place of residence might be
a reason for revoking the permit. The Police and Border
Guard Board might carry out ad-hoc checks to monitor
that the permit holders still continue to fulfil the conditions
of the permmit, including that he/she has a place of
residence in Estonia. Otherwise, the checks are carried
out in the procedure of the renewal of the residence
permit.

Maijor investors and their family members do not have the
obligation to hold a place of residence in Estoniaés.
Therefore, residence checks are not carried out regarding
them. However, residence permits are issued for persons
with the general aim to reside and work in Estonia.
Therefore, in the application process, the purpose of the
request for a permit is assessed. If the applicant does not
need to stay in Estonia for long or visits often, then it can
be suggested to issue him/her a D-visa (long-stay visa)
instead of the residence permit.

8 Article 197* (2) of the Aliens Act.

8 Article 121 of the Aliens Act.

65 Article 1401, 145, 1974 of the Aliens Act.
8 Articles 194 (1), (2), of the Aliens Act.

Competent
authorities and
non-public bodies
they can involve
other experts fo
evaluate the
fulflment of the
requirements, e.g.
the benefits of the
investment into

Estonian
economy.
Decision is made
by the Police and
Border Guard
Board

The competent
authorities are
described in points
1.1., 1.2. of the
Section Il above.

Renewal of the residence permit

conditions that were required to issue the first-
time permit must still be active and fulfilled by
the investor at the time of renewal (e.g. the
applicant must hold a place of residence in
Estonia, which must be registered — except for
major investors, the investment must confinue
fo be active, etc.) (see conditionsin Section|l.1
of this Report).

Regarding the condifion that the investment
still be active, this means that the original
investment must be maintained in all three
schemes examined in this Report. Thus, for
renewal there is no need to make a new
economic disbursement.

In the general investor scheme the investment
of 65,000 euro must still be active. However, as
an alternative for the EUR 65,000 investment
requirement, the requirement that the
investment still be active can be waived if at
least one of the following conditions is met:

1) the sales revenue of a company is at least
200,000 euros per year or

2) the social tax paid in Estonia monthly for the
persons employed by the company is at least
equal to the social tax paid in Estonia monthly
for the remuneration equalling fivefold
Estonian annual average gross wages.sé
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Residence permit

57 Article 197* (2) of the Aliens Act.

Procedure

Competent
authorities and
non-public bodies

Renewal of the residence permit

Regarding fthe sole proprietor scheme, the
conditions for renewal are the same as for the
issuance of the first permit. Thus, the investment
of at least 16,000 euros must still be active
(maintained).

Regarding, the major investors scheme, the
conditions for renewal are the same as for the
issuance of the first permit. The investment of
EUR 1.000.000 has to last during the whole
period of validity of the residence permit and
still be active at the time of renewal. Whereas
there is no need for a new economic
disbursement at the time of renewal, the
investor may decide to change the entity in
which the funds were originally invested. This is
dllowed as long as the new entity (the
company or investment fund) complies with
the requirements set for the issue of the initial
permit (see Section Il.1 of this Report).

Procedure for renewal The application is
submitted fo the Police and Border Guard
Board directly, which will process the
application and make a decision regarding
the application.

Period of time for which the permit is renewed
The permit can be renewed for 10 years;
however, the law stipulates that temporary
residence permit for enterprise may be
extended for a shorter period ¢7, taking into
account evidence on the circumstances on
the basis of which a residence permit is issued

Milieu Ltd
Brussels, April 2018

Deliverable B.Il — Investors’ Residence Schemes in Estonia/ 15



Residence permit

Procedure

Competent
authorities and
non-public bodies
or

4 DUE DILIGENCE CRITERIA AND SECURITY CONSIDERATIONS

Due diligence and security considerations

One of the general criteria for issuing a residence permit is that
the person is not a threat to the security nor public order.
Therefore, Article 124(2) in the Aliens Act gives the opportunity to
refuse to grant a residence permit if:

®  the applicant has submitted false information or documents;

® the applicant has committed a criminal offence for which
s/he has been sentenced to imprisonment for a term for more

than one year and his/her criminal record has not expired;

" thereis a good reason to believe that the applicant’s activity
is against the State and security or the applicant has been
repeatedly punished in Estonia for intenfionally committing a
crime against the State and his/her punishment has not

expired;

" there is a good reason to believe that an alien has incited or
is inciting or may incite national, racial, religious or political
hatred or violence;

" the applicant is serving or has served in a foreign armed
forces orintelligence service;

Procedure to verify due diligence and security
considerations

Due diligence checks are carried out by the
Police and Border Guard Board during the
assessment of the residence permit application
based on the information provided by the
applicant and based on any addifional
documents filed to prove that the person fits the
security requirements and the origin of the funds
for the investment is legal and frustworthy. The
Aliens Act does not list the documents to prove
this. However, although the Aliens Act does not
cross-refer directly to the Anti-money
laundering law¢?, the residence pemit
application can be refused if the applicant is
involved in financing or supporting terrorism
(Article 124(2) Aliens Act). Therefore, it is
deemed that the due diligence measures of
such low to ensure that the funds used in the
investment are not aimed at such purposes will
be carried out. To this end, the obliged entities
(e.g. credit and financial institutions, legal

Renewal of the residence permit

extended or any other relevant
circumstances, or the change of any such
circumstances.

Competent
authorities and
non-public
bodies
In assessing the
application, the
Police and Border
Guard can
involve other
instifutions  (e.g.
Security Police) to
evaluate the
fulfilment of the
due diligence
and security
requirements, e.g.
frustworthiness of
the money,

security
considerations.
The final decision
on the
application is
made by the

Ex-post checks

The Police and
Border Guard Board
can make ad-hoc
check or checks
based on risk
analysis regarding
whether the
residence permit
holder sfill fulfils the
requirements set for
this type of permit.
Otherwise the
checks are caried
out when the
investors come to
renew their permits.

8 Money Laundering and Terrorist Financing Prevention Act, Rahapesu ja terrorismi rahastamise tOkesamise seadus, RT I, 17.11.2017, 2, available at
https.//www.riigiteataja.ee/en/eli/517112017003/consalide (in English) and https:.//www.riigiteatgjaee/akt/117112017002 (in Estonian) transposing Directive (EU) 2015/849.
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Due diligence and security considerations

® the applicant has been repeatedly punished pursuant to
criminal procedure for intentionally committed criminal
offences or crimes against humanity; or

® there is information about the applicant belonging to a
criminal organisatfion, or is connected with the illegal
conveyance of narcotics, psychotropic substances or
persons across the border, or s/he is a member of a temorist
organisation, or s/he has committed or there is a good reason
to believe that s/he may commit an act of terrorism, or s/he is
involved in financing or supporting terrorism or money
laundering.

Information about criminal background should be provided by
the applicant in the residence permit application and if
necessary provide with a document proving the fact (e.g. clean
criminal record certificate). In addition, general security checks
are carried out by the Police and Border Guard Board by using
different national (e.g. PBGB’s databases) and international
databases (e.g. INTERPOL, EUROPOL, SIS). Regarding national
security concerns the opinion of the Security Police can be
asked.

Besides a possible criminal and security background, aresidence
permit for enterprise might be denied in case the applicant fails
to provide evidence of the trustworthiness of the business
associates or financial resources of the investment¢. In case
there is any doubt the Police and Border Guard Board can ask for
extra proof of the origin of the finances from the applicant. This is
assessed based on the documents and statements issued by the
applicant. There can be consultations with Security institutions
(e.g. Secuirity Police).

8 Articles 195 p1; 197° para. 4 of the Aliens Act. The information is assessed based on the documents and statements issued by the applicant. There can be consultations with other relevant

ingtitutions (Article 42* of the Aliens Act).

Procedure to verify due diligence and security
considerations

professionals, real estate agents) will be
compelled to examine the funds used by the
investor (e.g. bank deposit, bank statfements). In
addition, investors must present a business plan
where the nature of the capital and the capital
movements are specified. This business plan is
also examined at the application phase and,
again, af the fime of renewal, to take the
corresponding decision.

If necessary, further documents or proof may be
asked or interviews set up.

The Police and Border Guard Board uses its own
national databases and also international
databases (e.g. SIS, EUROPOL, INTERPOL) to
check criminal background, possible security
threat or false documents instances.

As mentioned above, the Board can consult
other institutions or experts (incl. the Security
Police) regarding the background of the
investor and the financial resources.

Competent
authorities and
non-public
bodies
Police and Border

Guard Board.

The competent
authorities are
described in
points 1.1., 1.2. of

the Section |l
above.

Ex-post checks
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lll. RIGHTS GRANTED BY THE PERMITS

1 RIGHTS GRANTED TO INVESTORS

Theresidence permit issued for enterprise, which isissued to all theinvestors mentioned in this Report
(including the general scheme, sole proprietors, major investors) entitles the beneficiary and his or
her dependants to settle, reside and work in Estonia. There are no limitations set for them for
working in Estonia, i.e. they do not need a separ ate wor k per mit in case they want to work, including
in their company. Beneficiaries of the resident permit for enterprise can move freely in the Schengen
area, without a visa according for up to atotal of 90 calendar days within the period of 180 days.

All third-country nationals who hold a valid residence permit in Estonia have access to social”® and
employment* (in case they also work/ed) services and benefits. All third-country nationals who stay
in the country legally with atemporary residence permit have access to the same services and benefits
that nationals have. The only differenceisin the subsistence benefit, whichis only foreseen for residents
whose income is under the minimum set by the State. This would, thus, not apply to foreign investors
as one of the main conditions for receiving a temporary residence permit is that the applicant has legal
income which would enable him/her and the family members of the applicant the subsistencein Estonia.

Investors are not automatically covered with national health insurance, and having a personal medical
insurance is a prerequisite for the issuance of the residence permit. However, in case the investor or
his/her family member is working and social tax is payed from his’her salary, then the national health
insurance widens to them as well. Sole proprietors must pay social tax from their income, which
provides them with health insurance. Also, children under the age of 19 and pregnant women are
covered with national health insurance™. In case there is a bilateral agreement with a third country
regarding pensions or other benefits (depending of the bilateral agreement), then earned benefits and
pensions can be exported. Currently, Estonia has bilateral contracts with four third-countries (Ukraine,
Russia, Moldova and Canada), which cover the export of pensions and in case of Ukraine other benefits
like employment, family, funeral benefits.”

Furthermore, all investors have an option to take part in the adaptation programme™ offered by the
State to integrate foreigners into Estonian society. The adaptation programme entails 80 hours of
Estonian language courses and a one-day course about the about the functioning of the state and the
society, and a specific module on working and enterprise in Estonia™.

The residence permit for enterprise, which is issued to all the investors mentioned in this Report
(including the general scheme, sole proprietors, major investors), indicates the areas of activity in
which the investor will operate and, where necessary, it will also determine the licensed territory to
which such activities may extend™.

0 EMN 2013 Main Study, Migrant accessto socia security and healthcare: Policies and Practice. Estonian National Report.
available at http://emn.ee/wp-content/upl 0ads'2016/04/07.estonia_national_report_social security en version.pdf

71 Article 9 of the Labor Market Services and Benefits Act, available at: https://www.rii giteataja ee/akt/121122010016

72 Article 5 of the Health Insurance Act, available at https://www.riigiteatdj a.ee/en/eli/511012018002/consolide

7 Thelist of countries available at http://www.sotsi aal kindl ustusamet. ee/et/pensi on-toetused/pensi oni -saamine-val i sriigist-ja-
maksmine-valisriiki#Pensi oni%20maksmine%20v%C3%A4lisriiki.

7 Article 121'of the Aliens Act.

I Website of the adaptation programme *Welcome to Estonia’, available at
https.//www.settl el nestonia.ee/mod/page/view.php?id=118.

6 Article 193 of the Aliens Act.
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https://www.settleinestonia.ee/mod/page/view.php?id=118

2 RIGHTS GRANTED TO THE INVESTORS' FAMILY MEMBERS

Dependants are granted the same rights as the main beneficiary. They have the right to work in
Estonia without a separate work permit. Also, they have access to social services and benefits as any
other foreigner staying in Estonia based on a valid residence permit.

As explained above, family members can take part in the adaptation programme’’ offered by the State
to integrate foreigners into Estonian society. Apart from the general courses (see above Section 111.1),
the courseincludes a specific module for family members, which includes topics on the local education
system, social and labour market services, family benefits and leisure opportunities in Estonia™,

Children have accessto education. Also, higher education is accessible on the same grounds as for
Estonian citizens.

Family members can move freely in the Schengen visa area, without a visa for up to a total of 90
calendar days within the period of 180 days.

After three years, the spouse can apply for a separate residence permit. S’he may be issued a
temporary residence permit for settling permanently in Estonia’.

3 OTHER BENEFITS

No other benefits were identified.

Article 1211 of the Aliens Act.

I Website of the adaptation programme ‘Welcome in Estonia’, available at
https.//www.settl el nestonia.ee/mod/page/view.php?id=118.

7 Article 149 of the Aliens Act. The purpose of the temporary residence permit issued for settling in Estoniais to enable an
alien, who has settled into Estonia on the basis of atemporary residence permit and whose residence in Estoniaisin accordance
with publicinterests, to settlein Estonia. Thus, even if thereis no other grounds for a person to stay in Estonia, as he/she does
not fulfil the criteriaanymore, then if thereis a public interest, he/she may be issued a permit for settling permanently i n EE.
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IV. INTERACTION BETWEEN RESIDENCE AND CITIZENSHIP SCHEMES

There are no restrictions made to immigrant investors to be granted access to citizenship. They
haveto fulfil the general requirementsset for naturalization. Thereisno special or facilitated way
foreseen for them.

The general requirements for citizenship are®:

= tobeat least 15 years of age;

= tohold along-term residence permit®;

m  prior to the date on which s/he submits the application for Estonian citizenship, to have lived in
Estonia for at least eight years on the grounds of a residence permit or by right of residence, of
which at least five years on a permanent basis;

to have a registered place of residence in Estonia;

to be proficient in the Estonian language in level B-1;

to know the Constitution of the Republic of Estonia and the Citizenship Act®;

to have a permanent legal income;

to be loyal to the Estonian state;

to take an oath.

There is no statistical data collected on immigrant investors who have been obtained citizenship in
Estonia.

8 Articde 6 of the Citizenship Act (Kodakondsuse seadus), RT |, 3 January 2017, available at
https://www.riigiteataj a.ee/en/eli/513012017001/consalide.

81 Under Article 62(2) of the Aliens Act, along-stay visa can be issued when the dien meets the following requirements:

1) the alien holds a vaid travel document;

2) if the purpose and reason of his or her planned stay in Estonia have been proved and these are in accordance with the
provisions of the legislation regulaing the temporary stay in Estonia of an dien;

3) if itisproved that his or her accommodation and staying expenses are covered during his or her stay in Estonia;

4) if he or she proves the intention to leave Estonia at the latest upon termination of the period of stay;

5) if it is proved that the costsrelating to his or her return to his or her country of origin or departure from Estoniainto another
country into which he or she has alegal basisto enter are covered and;

6) who has a valid health insurance policy guaranteeing that any costs related to his or her medica treatment as a result of
illness or injury during the period of validity of the visa shall be met, in case of a multiple-stay visa until the expiry of the
period of the first planned stay.

As explained, since January 2017, Estonian law does not require a certain length of the residence, but instead focuses on the
purposes for which the permit isissued.

82 A person who wishes to acquire Estonian citizenship must know: the general principles of the Estonian constitutiona order;
the fundamental rights, freedoms and duties of every person; the powers of the Riigikogu, the President of the Republic, the
Government of the Republic and the courts; the conditions and procedure for acquisition, restoration and loss of Estonian
citizenship as provided in the Citizenship Act. Knowledge of the Constitution of the Republic of Estonia and the Citizenship
Act is assessed by way of examination which is held in Estonian.
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V. ECONOMIC AND FINANCIAL EFFICIENCY OF RESIDENCE PERMITS FOR
FOREIGN INVESTORS

The impact of the investment and the value to the Estonian economy is assessed in the residence
permit renewal procedure as one of the pre-conditions for the renewal. Outside of the residence permit
procedure, thereis no monitoring.

Thereisno publicly availableinfor mation that would allow a determination of whether the residence
permit schemes have met the expectations for which they are created. There are no studies assessing
the economic and financial efficiency of the residence scheme.

When the major investor scheme was drafted, then policy makers assessed that per year less than 100
major investor applications would be submitted. Inthefirst year, only four applications were submitted
and all of them got a positive decision. Thus, the expectation so far has been greater than reality. Based
on statistical data, it may be calculated that, asaresult of the major investor scheme, at least four million
euros were invested into Estonian companies last year (2017). Furthermore, taking into account that
major investor is defined under the Estonian legislation as an alien who has made a direct investment
in the amount of at least 1,000,000 euros into a company, registered in the Estonian Commercial
Register, it can be interpreted that this means that over 50% of the investments are made in Estonian
businesses, thus, directly having an impact in the Estonian economy.

Apart from the direct benefit resulting from foreign investment as described above, foreign investment
also has indirect effects. The active involvement of major investors in the Estonian economy will
contribute to the growth of the companies’ productivity, the growth of export potential, the increase of
the value added of products, the opening of new market opportunities and the creation of more job
positions®. Therefore, the major investor scheme will have a positive economic impact. Estonia will
also become more attractive to foreigners in an entrepreneurial environment, which in turn diversifies
and strengthens Estonia's competitive position.

When looking at the number of residence permits issued for other investors (i.e. sole proprietors and
general scheme investors), 64 positive decisions were made in 2017(see table in section 1.4). Taking
into account the minimum sum of 65,000 or 16,000 euros that investors haveto invest into the company,
then these two schemes had around 2,6- 4 million euros effect in the economy. In previous years, these
investor schemes have not been very popular. For example, in 2016 only 18 permits wereissued for all
the investors in these schemes. It is estimated that the translation of these permits in benefits to the
Estonian economy had an effect of 1 million euros. However, these calculations are rough, as thereis
not enough information available to assess the real effect of the investor schemes.

There are also the state fees that applicants have to pay into the State budget for their applications. The
statefee for an application (regardless of thetype of investor) is 180 euros. Thus, in 2017 investors paid
around 17,000 euros for their applications.

8 Explanatory note for the amendments to the draft law of the Aliens Act, Citizen of the EU Act, Identity Documents Act,
251SE.
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VI. OTHER COMMENTS

There is an intent to make amendments to the major investors’ scheme®. Although the major
investors” scheme has already brought foreign investors to Estonia, the number of applications and
issued residence per mits for largeinvestorsis quite modest: since the launch of the major investors’
schemein 2017, four applications werefiled for amajor resident's residence permit, and all applications
havereceived a positive response. According to the 2018 paper of the Estonian Chamber of Commerce
on the intention to make amendments to, inter alia, the major investors’ scheme,® the reason for the
lack of interest may bethat the regulation establishing the major investors’ scheme placessignificantly
higher investment requirements in comparison with the regulations of other Member States. Due to
that, the regulation of major investors has not significantly added new foreign investments to Estonia.

The aim of legidative amendments is to update the regulation of the major investors’ scheme in
such a way that it better meets the actual investment size and so it would be internationally more
competitive. Also, thereis a need har monise the investment requirements set in the Aliens Act for
different investors. For example, although entrepreneurial schemes do not fall within the scope of this
Report, the difference in the types of investments between these schemes and the investors’ residence
schemes assessed in this report has caused, in practice, difficulties for both businesses and employers
in understanding the law®. There are currently three different categories of entrepreneurial schemesin
Estonia, each with different ways of regulating the capital and investment requirements of entrepreneurs
- atop specialist employer, aresidence permit for applying for entrepreneurship in general terms and a
residence permit for entrepreneurship to a major investor. For instance, in the case of top specialist
employers, the investment required amounts to at least 65,000 euros of the paid-in equity capital, for
which immovabl e property, machinery and equipment has been acquired in Estonia and accounted for
as fixed assets or for which investment has been made in another company registered in Estonia which
has actual business activity in Estonia, or in an investment fund created or established on the basis of
the Investment Funds Act or the company’s sales revenue is at least 200,000 euros per year or the
company pays social tax, which is at least equal with the social tax paid for an average gross salary
times five monthly. Meanwhile, in the investors’ residence schemes assessed in this Report the
investment can bein the business, equipment and in different funds.

There is a will from the employers, who are represented by the Estonian Chamber of Commerce, to
keep modifying the investors’ residence scheme as so far it has not been so successful in attracting
investors?’.

8 Estonian Chamber of Commerce, ‘The intention of drafting the Bill on Amendments to the Aliens Act and Other Acts’
(Valismaalaste seaduse ning teiste seaduste muutmi se seaduse eel nBu valjatdétamise kavatsus), 28. February 2018, available
at https.//www.koda ee/s tes/defaul t/fil es/content-type/content/2018-
03/V%C3%A4lismaal aste¥20seaduse¥20muudatuste¥o20veC3%A4l | at%C3%B 6%C3%B 6tami skavatsus.pdf .

8 Estonian Chamber of Commerce, ‘The intention of drafting the Bill on Amendments to the Aliens Act and Other Acts’
(Valismaalaste seaduse ning teiste seaduste muutmise seaduse el ndu valjatdstamise kavatsus), 28. February 2018, available
at https.//www.koda ee/s tes/defaul t/fil es/content-type/content/2018-
03/V%C3%A4lismaal aste¥20seaduse¥20muudatuste¥o20veC3%A4| | at%C3%B 6%C3%B 6tami skavatsus.pdf .

8 Estonian Chamber of Commerce, ‘The intention of drafting the Bill on Amendments to the Aliens Act and Other Acts’
(Valismaalaste seaduse ning teiste seaduste muutmi se seaduse eel nu valjatdétamise kavatsus), 28. February 2018, available
at https://www.koda.ee/s tes/defaul t/fil es/content-type/content/2018-
03/V%C3%A4lismaal aste¥20seaduse¥20muudatuste¥o20v%C3%A4l | at%C3%B 6%C3%B 6tami skavatsus.pdf .

8 Ibid.
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