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1. DEMOCRACY AND THE RULE OF LAW

1.1. The Judicial System
Plans for the year 2000

The reform of administrative courts

The Administrative Court Procedure Code that entered into force on 1 January 2000
stipulates the settling of administrative disputes in regional administrative courts only.
Resulting from this the posts of administrative judges in county and city courts will be
transferred to the regional administrative courts. In addition to the existing two
administrative courts (in Tartu and in Tallinn) the Parnu Administrative Court started
operating on 1 January 2000 and preparations are underway for the Viru
Administrative Court to be opened on 1 January 2001.

The primary goal of the administrative courts reform is to enable the judges’ clear
specialisation on administrative disputes in order to ensure a better quality of
judgements. The administrative courts must be freed from deciding administrative
matters which are the competence of the courts of general jurisdiction (in the course
of the penal law reform the Administrative Offences Code will be declared void and a
number of administrative offences will be named misdemeanours administered in the
courts of general jurisdiction).

Optimising of the workload of judges

In 2000 the Sillamée City Court will be merged with the Ida-Viru County Court and
the general courts of first instance will be merged both in Tartu and in Pérnu. The goal
of both the merging of county and city courts and the reform of administrative courts
is the optimising of the workload of judges and raising the quality of justice, at the
same time enabling a more effective use of material resources. In raising the
trustworthiness of courts and the quality of justice, the advantage of merged courts is
the possibility of specialisation of judges. Another factor in raising the quality of
justice is a more flexible distribution of workload and the aspects of internal
competition and social control in the courts.

In order to optimise the workload of judges the Ministry of Justice will determine the
optimal necessity of posts of judges and court officers taking into consideration the
results of the analysis of the judges’ workload and the time limit of proceedings.

Improving the qualification of judges and court officers

In order to improve the qualification of judges and court officers the Ministry of
Justice will continue organising training for them. In the year 2000 a priority in the
training of judges will be the carrying out of the first stage of post-training in
cooperation with the German Ldnder (training of 40 trainers). In the end of 2000 a
second stage of post-training will be launched in which all judges and prosecutors in
Estonia will participate. Projects that will continue are the supplementary training
which is required by amendments to legislation, and also training in EC law in co-
operation with SIDA and Stockholm University.

In 2000 an improvement of knowledge and professional capabilities is planned for
court officers through attestation — administrative directors, court recorders (clerks),
accountants, information system administrators and archivists.

-
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The development of information systems in courts

In the year 2000 a development process of information systems will be launched in
the courts of first and second instance concerning the organisation of the charting of
information work in courts, an analysis of results and drafting further action plans.
The existing software will continuously be supplemented with the aim of its
successful implementation.

The creation of a professional civil enforcement administration

In 1999 the post-training of bailiffs was completed and this means that all bailiffs in
office have received professional training. In 2000 supplementary training for bailiffs
will be carried out. At the same time the implementation of information systems of
enforcement departments will continue and parallel to this training for users of the
information systems will be carried out. Ongoing projects are a special programme
for the heads of enforcement departments in co-operation with the Finnish Ministry of
Justice, and training in psychology.

Legislation
As a result of the reform of administrative courts and the merging of some courts of

first instance there will be a growing need for supplementary acts regulating the
organisational work of courts. In the fourth quarter of 2000 it will be important to
submit to the Government the Draft Courts Act, the aim of which is to regulate both
questions related to the organisation of courts and the service relations of judges. It
also prescribes the basis of court self-government.

Plans for the years 2001 — 2003

The reform of administrative courts

From the year 2001 four regional administrative courts of first instance will operate in
Estonia (the Tallinn, Tartu, Parnu and Viru Administrative Courts) with the total of 27
administrative judges. The posts of administrative judges in county and city courts
will be abolished, reducing the number of administrative judges in courts of first
instance from 37 to 27, the remaining posts will be transferred to the courts of general
jurisdiction which will enable to raise the efficiency of courts and will not require
increasing the total number of judges.

Improving the qualification of judges

In order to improve the qualification of judges, the second stage of the post-training
will be carried out in 2001-2003, which means training of all judges and prosecutors
by judges and prosecutors who have already passed post-training in the framework of
the Twinning programme. The basis for organising the post-training is the Twinning
agreement, in which the parties to the training project are the Ministries of Justice of
Mecklenburg—Vorpommern, Schleswig-Holstein and the Ministry of Justice of
Estonia on one part, and the Ministry of Justice of Germany and the representative of
the EU Twinning programme on the other part. The total cost of the post-training
project for judges and prosecutors is 1.062 MEUR. In addition to this a supplementary
training will continue covering current amendments to legislation and existing case
law and its development tendencies in the respective area, and there is continuous
training in EC law.
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The material basis of the courts

The continuous priorities of the Government are to guarantee the functioning of courts
with supplementary material resources — adequate budgets, facilities, information
technology, office equipment etc. During the period of 2001 — 2003 the facilities of
the Pérnu, Rapla and Jarva County Courts as well as the building for civil jurisdiction
departments of the Tallinn City Court and the new Tartu Justice Building will have to
be constructed. Renovation of the Narva and Parnu City Courts, the Jogeva County
Court and the Tallinn Justice Building, where the Tallinn District Court, the Tallinn
Administrative Court and the Harju County Court are situated, is planned. In order to
raise the efficiency of work, every judge and court official will be provided with a
personal computer.

The central objective in developing the information systems in courts will be to create
a system encompassing the entire operation of courts, enabling automatic creation and
systematisation of documents received and compiled by the court and extraction of
data from these documents which will make it possible to retrieve such data for new
documents, statistics and use as an input for various registers. The plans include
ensuring interoperability of the information systems in courts with the information
systems of the police, the prosecutor’s office and prisons. The effective reuse of data
already in electronic form will substantially help to reduce the workload of judges and
court officers.

In the coming years modern security systems will have to be installed.
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1.2. Human Rights and the Protection of Minorities
Plans for the years 2001-2003

With the Draft Imprisonment Act a better protection of prisoners and the realisation of
the Council of Europe requirements will be guaranteed. Parliamentary proceedings
will be finished in 2000.

In the years 2001-2003 investments will be needed in penal institutions to ensure the
implementation of the Imprisonment Act. A new prison in Tartu and the prisons’
hospital will have to be ready. It will be necessary to guarantee the prisoners’
employment and training in prison.
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NON-ESTONIANS INTEGRATION
[See Chapter 8.2 Education]

In 2000 merged examinations will take place and language training based on partial
reinbursement of course fees will be continued. On 1 September 2000 Estonian
language training at non-Estonian schools will start in grade one.

The Ministry of Education in cooperation with the Office of the Minister of Ethnic
Affairs has submitted an application to the EU PHARE State Programme of 2000
Social Integration and Language Training Programme for Ethnic Minorities in
Estonia.

The Non-Estonians Integration Foundation

According to its Statutes, the Non-Estonians Integration Foundation (hereinafter: the
Foundation) will develop its activities for 2000 based on the State Programme
“Integration in Estonian Society 2000-2007” which is currently being elaborated.
Until the Programme is finalised, activities will be carried out on the basis of
framework documents and the main objectives of the Programme.

The activities of the Foundation are conditionally divided into two areas:

1) Planning, coordination and administration (direct project support) of the resources
allocated by the Republic of Estonia, as well as independent development and
implementation of projects. The Foundation is, side by side with the Ministry of
Education, Ministry of Culture, Ministry of Internal Affairs, Ministry of
Agriculture and Ministry of Social Affairs, the main coordinator and implementor
of the activities of the Integration Programme both independently and in
cooperation with various ministries.

2) Planning, coordination and administration of projects funded by foreign countries
and organisations (in 2000 the joint programme of the United Nations
Development Programme/Nordic Countries [Sweden, Denmark, Finland, Norway]
and the Government of the Republic of Estonia Support to the State Programme
for Integration of non-Estonians into Estonian Society and the EU PHARE
Estonian Language Training Programme will be continued).

Project activities

In compliance with the State Budget Act of 2000, the Republic of Estonia will
allocate, among other sums directed to integration, 5.768 million EEK to integration
activities through the Foundation. The idea is not to duplicate activities and
programmes already in place but to propose new activities, to find new actors, as well
as to develop and support their activities.

Types of projects

Projects supported by the Foundation:

development projects (launching of integration processes, support to development);
media projects (informing, explaining, campaigns);

analysis projects (research, monitoring, feedback);

cooperation projects (joint activities with other agencies/organisations);

training projects (pilot schools, in-service training, various courses, study
materials);
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e cultural projects (translations, publishing, organisation of events, etc.).

Projects started in 1999/continuing in 2000

Pilot projects of the Foundation

The Foundation has launched several pilot projects with the aim of assisting in the
development and implementation of the State Integration Programme.

Pilot project "Monitoring”

The project aims to monitor the integration process, which includes assessing the
readiness and capacity of various social groups and state agencies involved in
integration. As a result of the monitoring activities, a joint integration processes
database should be established, and included in Estonian statistics. The pilot project
has to be concluded by March 2000.

Public Communication

The project aims to develop a public opinion that favours integration processes and to
facilitate integration-related discussions in the Estonian- and Russian-language media.
In 1999, the Foundation organised a public competition to implement The Public
Opinion Communication Programme Supporting Integration of the Estonian and
Russian Communities This two-year programme is funded by the EU PHARE
Estonian Language Training Programme and the Nordic Countries/UNDP project
with the total of 2.5 million EEK.

Projects financed by foreign countries and organisations in 2000

1. EU PHARE Estonian Language Training Programme

The EU PHARE Estonian Language Training Programme at the Foundation aims to
teach the state language to the non-Estonian population in Estonia. The European
Union has allocated roughly 22 million EEK to implement the Programme within 2.5
years.

The Programme supports language training in two areas:
e Adult Language Training
e Language Training in the Educational System

Activities for adult language training have been undertaken in two directions:

e development of new and improved study materials for teaching Estonian as a
Second Language to adults

e establishment of Reimbursement Funds in Tallinn and Ida-Viru County built on a
scheme where up to 10,000 language learners will be reimbursed up to 50% of
their course fees after successfully passing the language exam; language teachers
for adults will be trained.

Estonian language training in the educational system is supported through four

subprojects:

e development of study materials for teaching Estonian in Russian-medium schools

e supporting language training summer camps and family exchange for
schoolchildren

e cstablishing language laboratories in two pilot schools (one in Tallinn and one in
Ida-Viru County)

e intensive language training for non-Estonian college students enrolled in teacher
training courses

-10-
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In addition to language training the Programme also aims to inform the public about
integration issues and activities administered by the Programme. For that purpose
informational materials are published and public events are organised. A media
campaign will be launched to motivate Estonian language learning.

2. Project Support to the State Programme for Integration of non-Estonians into
Estonian Society (UNDP/ Nordic project)

The project Support to the State Programme for Integration of non-Estonians into
Estonian Society was started by the agreement concluded on the 27th of August 1998
between the Estonian Government, Nordic countries (Denmark, Finland, Norway,
Sweden) and United Nations Development Programme (UNDP). The project’s total
estimated cost is 1.35 million USD and its duration is three years. The objective of the
UNDP/Nordic project is to support the elaboration and implementation of the
Government’s State Programme for Integration of non-Estonians into Estonian
Society in order to secure modernisation of society within the European context, to
preserve stability, and to protect and develop Estonian culture. Another objective is to
eliminate the obstacles which prevent non-Estonians from full participation in
Estonian society.

The project is divided into 8 components:

Formal Education System

Adult Education

Youth Affairs

Cultural Exchange and Identity

Regional Development in Ida-Virumaa
Integration-related Institutions Capacity Building
Mass Media and Public Awareness Raising
Management, Monitoring and Evaluation, Reporting

PN R L=

Projects of the Foundation

In 2000, the planning, coordination and administration of the use of Foundation

resources will take place, as well as independent development and implementation of

projects in accordance with the State Programme “Integration in Estonian Society

2000-2007 .

Integration in Estonian society is designed by two processes: on the one hand, social

unification of the society through Estonian language proficiency and acquisition of

Estonian citizenship, and, on the other hand, preservation of ethnic differences

through acknowledgement of the cultural rights of ethnic minorities and compliance

with the Constitution, i.e. by securing preservation of the Estonian nation and culture
in a state that has been established by the national self-determination of the Estonian
people.

The main integration objectives and the basis for the projects of the Integration

Foundation during the coming years are as follows:

L. Linguistic-communicational integration, i.e. reproduction of a common
information field and Estonian-language environment in Estonian society
under the conditions of cultural diversity and tolerance.

1L Legal-political integration, i.e. development of a population loyal to the
Republic of Estonia and reduction of the number of persons without Estonian
citizenship.

-11-
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ML Social-economic integration, i.e. achieving competitiveness and social
mobility of every member of Estonian society.

While striving to reach the main objectives the focus will be on the following sub-

objectives:

1. As of 2007 every graduate of an elementary school in Estonia shall have a
functional knowledge of the Estonian language

2. Ethnic minorities have opportunities to acquire education in their mother tongue
and to preserve their culture

3. Opportunities have been created for non-Estonians beyond the age of compulsory
school attendance to improve their knowledge of Estonian

4. The Estonian population is socially competent

Activities supporting implementation of projects

Information exchange and gathering and, on that basis, coordination of the
integration process

The Foundation received in 1998-1999 about four hundred projects of which 120 have
been funded. The database of the submitted projects gives an overview of different
actors and activities in the field of integration. In the long term, information about
other funds, foundations, organisations, etc. relevant to integration will be added to
the database. The database should fulfill several objectives:

a) it would be a general statistical database on projects implemented or currently
being implementation, on target groups, and on the relevant financial resources; such
information would be necessary for Estonia, the general public and foreign countries;
b) it would help to avoid duplication of activities and make it possible to inform
various stakeholders of one another’s projects, as a result cooperation may be
strengthened between them;

¢) it would support implementation of the State Integration Programme. While the
State Programme contains information mainly on the relevant measures and plans of
state agencies, the information possessed by the Foundation would give a good
overview of what is happening outside the state institutions;

d) carrying our events directed to the general public, e.g. essay competitions, events
for children, awarding prizes to journalists and to projects implemented through the
public initiative.

International practical experience and theoretical basis for integration

Learning from integration-related positive experiences and theoretical concepts of
other countries. The Foundation has contacts with representations of foreign countries
and organisations in order to find experts and materials on integration-related
activities in those countries which have long integration traditions.

-12-
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1.3. Public Awareness

In Estonia the main criteria to evaluate the country’s readiness to join the European
Union are considered to be the effectiveness of legislative applicability, the efficiency
of administrative capacity and the economic-technological level of the state as
compared to the countries in the European Union.

The generally acknowledged objective is to reach the level of performance, which
allows Estonia to co-operate with successful states in the shared international space of
economic-political relations.

The willingness and preparedness of the Estonian society to understand the processes
of European integration, to contemplate over the concrete results of membership
likewise non-membership for Estonia direct and for the international community by
large are of no lesser significance. In the end these determine the popular
preparedness for conscious decision-making in questions of high priority to the state
and the society. In order to create deeper and more profound knowledge of the EU
integration processes it is not sufficient to limit the subject to the level of daily news
and comments only. Informing the general public and increasing the level of public
awareness in the European Union issues is a longer process which requires a
systematic and planned approach. As such it aims at increasing the general level of
EU knowledge and can be successful also under the conditions of restricted budgetary
means. The state is to perform an important role in this context on both levels,
executive and legislative.

For one and a half years the Estonian public sector has already been involved in co-
ordinating the internal public awareness programmes and projects with the aim of
increasing EU knowledge among the Estonian public. The process has started from
the creation of relevant information networks and reached the stage of implementing
information and awareness programmes which focus at various target groups and
follow the principle of regularity. The framework document for the EU information
and public awareness activities is the updated version of the “Principles of
Informing the Estonian General Public of the European Union” (from now on
referred to as Principles) approved of by the Council of Senior Civil Servants on
December 16,1998 and the Ministerial Committee on February 17,1999. These
Principles, prescribing the model of decentralised information service through
relevant networking, serve as the guidelines for the Estonian government’s EU-
information policy also in the year 2000 and beyond. In 2000 the three main key-
words for the established info-system are: efficiency (in co-ordination), enlargement
(of the network) and recognition (of the established info-channels).

EU Information and Commusication Action-Plan for 2000

In 2000 the implementation of the EU information and communication plan will
focus around three main objectives. First, to increase the level of professionalism of
the whole system, of providing EU information to the Estonian general public.
Second, to involve a broader scope of institutions and supportive organisations to act
themselves as information disseminators to various target groups in the society. Third,
to achieve broader recognition to the information sources and mediators from the part

-13-
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of the general public. On the background of these general objectives the overall
priorities for 2000 in the area of public awareness and EU information are thus:

1. To increase the overall efficiency of the established networks and the
professionalism of the single units of the system ( 15 regional EU info-points, EU
info-centres, the NGO-s involved, ELIS, ministries)

2. To increase public awareness in the area of knowledge about the available new
EU info-channels and the ability of the public to use them

3. To increase broader co-operation with media through relevant EU-information
projects

4. To develop the permanent and professional service of the EU info-phone on the
bases of the relevant knowledge from the pilot project launched in 1999.

In order to achieve these goals the European Union Information Secretariat of the
State Chancellery (from now on referred to as ELIS), the main co-ordinating
structure, will continue to act most intensely within the following four areas.

First, regular training provided for the personnel of the regional EU info-points (15)
and of the related all-Estonian network of EU info-centres ( the EU Information
Centre of the National Library; the Eurodocumentation Centre of the Tartu
University, the Euroinformation Centre of the Estonian Chamber of Commerce and
Industry) will continue and deepen. Through these professionally capable central and
regional structures it will be possible to increasingly provide advisory assistance to
the various interest-groups and institutions of the third sector in implementing their
own EU communication projects and information activities. It is through these
initiatives that a bigger number of target-groups will be reached regularly. Advisory
assistance as to the use of combined financial means (bi-and multilateral foreign
assistance projects combined with own finances) is aimed at increasing the capability
of the regional personnel to make the EU info-points known and appreciated as units
which provide locally both, interesting EU-training as well as adequate EU
information interpreted from the Estonian perspective.

Second, The number of supporting organisation' will increase through the
implementation of concrete EU information and communication projects as well as
through advisory assistance and motivation from ELIS and other relevant
governmental institutions. In addition to the present most efficient co-operation with
the Open Education Society, Tartu University European College, Estonian Debating
Society, J. Tonisson Institute, Centre for Democracy Studies and the Organisation of
Successful Children the network of partner organisations will be enlarged to include
additional professional associations ( Estonian business associations) , women’s
organisations, children’s organisations. The main goal is to involve more umbrella-
organisations who are able to reach their members directly and thus increase the EU
knowledge as well as interest among a greater number of people considering directly
their specific interests and needs.

Third. Special media-projects will be carried out in order to draw more profound
public attention to the existing EU information as well as to produce new quality-

' By the supporting organizations we mean in this context institutions of the third sector (NGO’s) that
have presented project proposals to participate in the EU information dissemination process either
through relevant training-activities and/or producing and delivering various EU information materials.
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information about the European integration processes as defined from the Estonian
perspective. Such projects will be carried out in the form of special TV programmes
(i.e. “Young Europeans”, European Union ABC and letter-box etc), regular radio-
broadcasts (i.e. “Euromaééraja”, “Hallo, Europe!”) and regular supplements of the
main Estonian dailies “Postimees”, “Pédevaleht”. Assistance for special tarining-
programmes for journalists, production of the European Union specials in co-
operation with selected journals and the production of the special EU-Estonia info-
sheets and fact-sheets will form an extensive and important part in the communication
and information action-plan for 2000. These information materials will be
complimented by Russian-language lecture-materials and work-books for non-
Estonian teachers and pupils, the various media-programmes will be transferred also
with Russian-language subtitles.

Fourth. Under the co-ordination of ELIS and in co-operation with the National
Library EU Information Centre the permanent EU information-service : the EU info-
phone, will be launched. The experiences of the pilot-phase of the service (from Nov
1999 till May 2000) will be carefully studied and considered. In this connection the
further elaboration of the inter-ministerial network of relevant contact-people to act as
direct channels of information to the EU-phone constitutes an important issue for
ELIS. It is through this particular network that factual and correct information on
sector-specific issues reaches the EU-phone most rapidly and provides for the quality
of the service. On the bases of the inter-ministerial working-group on public
awareness issues the existing network will be broadened.

Electronic information provides an extensive area of its own. In 2000 the broad
landscape of electronic EU information will be better systematised through the central
info-service http://www.euroinfo.ee and shaped as to the needs and requirements of
the Estonian consumers. Means are looked for to contribute to larger “internatisation”
of regional info-points and libraries as well as for providing easy access to the
electronic sources of EU information.

Co-operation with the sociological research company SAAR POLL will continue in
order to plan, implement and amend the EU information and awareness projects as
parts of a long-term process. As to the year 2000, this co-operation between ELIS and
SAAR POLL will result in two public opinion polls of which one will focus largely
on the respective analyses from the regional perspective of Estonia. The aim is to use
the results of the studies to improve the quality of the general action plan to increase
public awareness and EU knowledge among the Estonian people. The 1999 research
indicated most precisely the importance of regular, target-oriented and planned action
in the area of EU information dissemination. The year 1999 was the first one when
indeed these criteria were followed most precisely in implementing the Estonian
government’s EU information policy with all the necessary co-ordinating and service-
providing structures established. Compared to 1998 the number of people supporting
EU membership grew 11% in one year ( compare December 1998 - 27%- October
1999 — 38%). The number of neutrals decreased from 46% to 34% and the level on
being informed grew from 17% ( in 1998) to 27% (by the end of 1999). Although
these data are still rather modest they do indicate a very clear trend according to
which in Estonia the successful implementation of the Government’s communication
strategy means the execution of a carefully planned process of inter-linked
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programmes and projects rather than a short-term PR-campaign focusing on EU
issues. In 2000 the government will follow the first line.

The activity-plan to increase public awareness in EU and European integration issues
will be implemented in 2000 through numerous concrete information projects keeping
in mind the medium-term (till 2003) and long-term (till approximately 2010)
perspectives. The projects will be financed from three main sources. First, the state
budget, from the finances allocated to the State Chancellery for the EU integration
costs related to information, public awareness and training activities ( 1 800 000
EEK). The finances will be used for contracting the NGO’s whose projects fulfil the
criteria to participate in the EU information and public awareness activity-plan; for
carrying out regular training for the mediators of the EU information (journalists,
personnel of the regional EU info-points and the named EU info-centres,
representatives of the supporting organisations) , for publishing by ELIS the original
EU-Estonia fact-sheets and info-sheets.

Second, bi-lateral assistance form Finland according to the Co-operation Agreement
concluded on April 21, 1999 between the Ministry of Foreign Affairs of the Republic
of Finland and the State Chancellery of the Republic of Estonia. The assistance will
be supervised by a long-term Finnish expert working in ELIS and will be aimed
primarily at increasing the efficiency of the regional network of EU info-points
likewise the level of professionalism of the respective staff. In 2000 the bi-lateral
assistance will constitute the amount of 320 000 FIM ( estimated

842 112 EEK). Third, from the finances of the PHARE EU Integration Project,
special section for public awareness projects. The respective budget for 2000
constitutes the amount of 23 036 EUR ( estimated 360 444 EEK).

In this context it is also important to emphasise that already in 1999 the Law on the
State Budget indicated finances for the 15 county governments to employ the EU
info-officers ( personnel of the regional EU info-points) to co-ordinate the EU
information and awareness plans at places. These people are important “bridges”
between the local people and the various NGO’s who provide EU information and
training at places according to the local specifics indicated largely by the county info-
officers. This process will definitely continue also in 2000 and needs to be advanced
in the future. ELIS assists all the parties involved, both, in terms of advice as well as
applying for additional financial assistance form potential donors. As to December
1999 the overall budget available for EU information and communication projects
constitutes the estimated sum of

3002 556 EEK

Considering the overall still limited financial means available and compared to the
relatively costly area on communication and information-delivery, ELIS considers it
most important to look actively also in the 2000 for additional means of foreign
assistance to support the EU communication and information projects also beyond the
year 2000. It is of utmost importance to provide for stability and continuity in
implementing the activity-plans of the extremely important area as a process and not
as an ad hoc yearly activity.
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NPAA 2000 - Estonia Ch. 2 Economic Policy

2. ECONOMIC POLICY
2.1. General Macroeconomic Framework

After slowdown of economic growth in end-1998 and the decline in the first half of
1999, GDP growth in Estonia stabilized in the second half of the year. In such a
situation, the main goal of Estonian economic policy is to support the revived growth
with a strong macroeconomic policy and further structural reforms. Thus, the priorities
of macroeconomic policy for 2000 are as follows:

a Support the recovery of growth while avoiding sudden worsening of the external
balance. Both external and internal factors, including a pickup of output growth in
the export markets of Western Europe and Scandinavia, a recovery in domestic
demand, structural changes in Estonian enterprise sector, as well as a strong and
liquid banking system, should be supportive of growth in Estonia. Therefore, we
forecast an acceleration of real GDP growth to about 4 percent in 2000. From 2001
onward, we expect growth to reach 5-6 percent per annum, which we believe is a
rate of growth that can be readily sustained over the medium-term.

0 An initially moderate recovery in domestic investment and consumption demand
should accelerate gradually in 2000. Investments have started to recover after a
decline of nearly 17 percent in 1999. In 2000, real growth of investments should
reach 8.5 percent, bringing the level of investments to 25 percent of GDP. The
acceleration of investment growth is expected to come from the private sector. The
relative share of public investments is expected to remain constant at about 4
percent of GDP.

o As a result of the decline in growth not foreseen in the overly optimistic forecasts
from 1998, the budget deficit in 1999 reached 4.7 percent of GDP. The
expenditure restraint introduced in June 1999 with the supplementary budget that
reduced authorized spending in the second half of 1999 by about 1.3 percent of
annual GDP (or EEK 1 billion) helped to reverse the widening of the deficit in the
second half of the year. The adopted budget for 2000 has two main objectives (i)
to achieve a sizeable reduction in the budget deficit and (ii) to reverse the trend of
a sharply increasing share of government in the economy. Taking into account the
impact of deferred expenditures, the budget deficit should fall to 1.5 percent of
GDP in 2000, with total expenditures in nominal terms less than 4 percent higher
than the 1999 outcome.

o Deteriorating domestic demand and, especially, investment activity, narrowed the
current account deficit to 6 percent in 1999 by end-year (as compared to 12
percent of GDP in 1997 and 9 percent in 1998). However, the quickening pace of
recovery in domestic demand and, especially, private investment will widen the
deficit moderately to about 6-7 percent of GDP. Significantly stricter budgetary
stance will limit the widening of external imbalances. However, we project that as
a result of the prudent approach to fiscal policy described below, robust private
savings, and fast export growth, the current account deficit will remain at
sustainable levels over the medium term. We also expect that it will continue to be
financed primarily by non-debt creating flows.

-
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o Considering the favorable conditions in Estonia’s main export markets, we
forecast that exports will increase over 5 percent in real terms and 8 percent in
nominal terms in 2000. Recovery of the domestic demand (especially in
investment) will boost import demand, but import growth rate is expected to
remain broadly the same as export growth rate. Thus the trade deficit remains at
around 15 percent of GDP, significantly lower than the levels in both 1998 and
1997. The surplus in services will offset over 60 percent of goods deficit.

o We forecast that Estonia will continue to attract considerable foreign direct
investment inflows that will finance the current account deficit in 2000. Estonia’s
net foreign indebtedness will probably remain the same in 2000. Net debt of the
public sector should remain at the very low level of approximately 4 percent of
GDP throughout the year 2000.

0 While in a small open economy with a fixed exchange rate, inflation cannot be
targeted, we project that CPI inflation accelerate moderately to about 4 percent in
2000 (on average) after a deceleration to 3.5 percent in 1999. The main factors
behind inflation are continuing adjustment in the structure of relative prices,
higher domestic demand that will mostly affect the price and wage formation in
the sheltered sector. However, a strong macroeconomic policy with a prudent
fiscal stance and structural reforms aimed at competitiveness and productivity
growth can be expected to counterbalance the factors that fuel inflation. (see 2.1.1.
Liberalisation of administrative prices)

o Higher investments, continuing inflows of foreign investments and a sufficiently
flexible labor market with stricter fiscal policy will ensure Estonian
competitiveness in 2000. During the recent economic decline, nominal wages in
the private sector appeared more flexible than expected. We forecast that
productivity growth in the economy as a whole (3.6 percent) will exceed real wage
growth (3.2 percent) in 2000.

0 Monetary environment in Estonia changed markedly in 1999. The increase in the
broader money supply was followed by a rapid decline in interest rates. By end-
1999, the 3-month TALIBOR fell to 5 percent, and the interest rates on long-term
loans to enterprises fell to 9 percent (as compared to 12-13 percent in the
beginning of the year). Money supply growth and the decline in interest rates have
brought back some activity in the credit market, where loan growth has recovered
to about 8 percent annually. Strong banking sector, falling interest rates, money
supply growth and gradual recovery in capital inflows provide a favorable
environment for recovery and acceleration of output growth in 2000.
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Table: Main economic indicators 1999-2000

Indicator 1999 | 2000 forecast

Nominal GDP (EEK billion) 74.6 81.3
GDP growth (%) -0.8 4.1
Inflation (CPIL, %) 3.2 4.5
Industrial production growth (%) -3.0 2.5
General government budget deficit (% GDP) -4.7 -1.1
Stabilisation and Reserve Fund (EEK billion) 2.01 2.03
General government debt (% GDP) 3.8 3.9
Total investments (% GDP) 23.8 25
Public sector investments (% GDP) 4.4 4.0
Current Account Deficit (% GDP) -6 -6.5
Unemployment, ILO methodology (%) 11.9 11.4

2.1.1. Liberalization of administrative prices

The changes in administrative prices in the year 2000 result partly from administrative
actions initiated in the second half of 1999. Increases in administrative prices will be
rather equally distributed throughout the year 2000. The changes outlined in the table
below mainly reflect higher costs for service providers as well as lower price subsidies

and cross-subsidies.

Table: Administrative price increases in 2000.

Y% Time
Electricity (max direct and indirect 10 September
prices)
Trash collection (in Tallinn) Depending on Early 2000
company
Public transport tickets (Tallinn) Different by category | March
Minimum wage increase 12 January
Ferry tickets 11 February
Water distribution (Tallinn, Tartu, Not decided Not decided
Viljandi)
Motor vehicle insurance rates Up to 14 January
Railroad tarifs Up to 25 January
Rent ceilings Not decided 2001
Telephone services Increase for private March
customers, decrease
for companies

It is noteworthy that other service monopolies are considering adopting the pricing
policy of Eesti Telefon, whereby service fees comprise a fixed fee and an additional
payment depending on the amount of service consumed. Water, electricity and gas
suppliers have considered such strategy; electricity and water supplies are likely to

adopt it some time during 2000.



NPAA 2000 - Estonia Ch. 2 Economic Policy

A major change in the telecommunications market is pending the end of monopolistic
power of Eesti Telefon in December 2000. The other phone service providers in
Estonian market have stepped up investments to compete successfully in a free
market.

The current discussions about rent control for dwellings returned to the previous
owners in the framework of the ownership reform allow to expect that the price
ceilings in rental housing in Tallinn will be abolished in 2000 or 2001.

2.2. Macroeconomic Policy in 2000

To achieve the abovementioned targets and projections, Estonian government and the
central bank will continue to conduct a prudent macroeconomic policy and push on
with the “second generation” structural reforms. All envisaged macroeconomic policy
measures are reflected in the Medium-term Economic Development Plan for 2000-
2003, adopted by the Government in November 1999 and subject to Joint Assessment
with the European Commission in March 2000. In the framework of the broad
medium-term economic guidelines, the Government of Estonia and the IMF will sign
a short-term stand-by arrangement and a related memorandum of economic policies
for 2000 and 2001.

2.2.1. Fiscal policy

General principles

An essential element in the formulation of medium-term economic and reform policy
is the harmonization of the fiscal policy framework with EU requirements, which,
inter alia, call for Estonia’s adherence to the Growth and Stability Pact, including
taking effective action on receiving information indicating the risk of an excessive
deficit (greater than 3 percent of GDP) and deviation from the goal of budgetary
balance over the business cycle. Certain provisions in the new Basic Budget Law will
already go a long way toward meeting this goal. Notably, Estonia is already
participating in a pilot project with the EU Commission and EUROSTAT, aimed at
training and familiarizing officials from accession countries with policy making and
control at the EU Commission level.

For further improvements in the efficiency of conducting budgetary policy, the
Government is preparing a revised draft of the Basic Budget Law. the draft, scheduled
to be presented to the Parliament by July 2000, should ensure total consistency of
Estonian budgetary procedures with the requirements of the EU and other
international standards. Inter alia, the new version would ensure that the general
budget includes the revenues and expenditures of the whole public sector in a
transparent way and allow for better central control over local government borrowing.

Budget 2000

The main budgetary goals for 2000 included the (i) achievement of a sizeable
reduction in the budget deficit; and (ii) a reversal of the trend of a sharply increasing
share of government in the economy. (Government expenditures reached nearly 44
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percent of GDP in 1999, up from about 38 percent of GDP in 1997.) However, the
2000 budget allows sufficient funds to continue improving our administrative capacity
before EU accession. To that end, the 2000 budget provides for no general increase in
nominal wages and pensions, but a slight increase in defense outlays in preparation for
joining NATO. Taking into account the impact of deferred expenditures, total
expenditures in 2000 will be less than 4 percent higher in nominal terms than the 1999
outcome, although expenditures in 2000 include self-financed outlays of government
agencies. The budget deficit will decline to about 1.5 percent of GDP (mainly due to
deferred expenditures). The share of government expenditures in GDP should remain
at 42 percent.

Consistently with the Medium-term Economic Development Plan, the Government is
aiming at a broad budget balance during the years 2001-2003, including any impact of
further pension reforms that may increase expenditures in the next few years. Keeping
the general government outlays constant in real terms will reduce the general
government expenditures (as a ratio to GDP) further.

Pension reform

In 1997, we started the reform of our pension system with a view to creating a three
pillar system: (i) the first pillar would be a modified version of the existing defined
benefit program financed on a Pay-As-You-Go basis, (ii) the second pillar would be a
compulsory and fully-funded defined contribution program, and (iii) the third pillar is
a voluntary private pension system, with contributions enjoying a tax advantaged
status.

We are proceeding with the reform of the first pillar. Effective with the budget for
2000, where no general increase in pensions is foreseen, pension contributions on
behalf of selected disadvantaged groups (including the unemployed) will be financed
from general tax revenues. On April 1, 2000, we will also provide, inter alia, for the
introduction of an earnings based component for new pensioners based on the
individual registration of pensions that started in 1999 (this adjustment will be
implemented in a cost-neutral fashion). Due to the implementation of the second
pillar, indexation of the first pillar pension is needed from 2001 to facilitate
calculation of the deficit arising from the reform. The retirement age has been
progressively increased starting in 1994; in December 1999 the retirement age was 62
Y, years for men and 57 2 years for women. The retirement ages for men and women
will be equalized at 63 years in 2016;

We intend to introduce the second pillar late in 2001 or early in 2002. To that end, we
will complete detailed long-term projections of the finances of the first and second tier
under alternative assumptions by early 2000. Not later than December 1, 2000 we
intend to submit to parliament legislation that determines the eligibility rules and
formula for the calculation of second pillar benefits, as well as the guidelines for
management of second pillar funds;

The third pillar has already been put in place with the promulgation by parliament of
the Pension Fund Law in June 1998. As at November 30, 1999, one pension fund and
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several life insurance companies (licensed to provide annuity products) have started
operations.

2.2.2. Monetary and financial policies

Estonia will remain committed to the maintenance of the currency board system and
the fixed exchange rate between the Estoanian kroon and the euro (DM). This solid
monetary policy framework has helped Estonia to resume output growth after the
turbulences on global financial markets and the Russian crisis.

The main goal for monetary and financial policies in 2000 is to strengthen the
operation of the currency board and guarantee that the banking system is well-
managed, maintains sufficient capital and liquidity to withstand internal or external
shocks. In addition, the Bank of Estonia will continue to follow a conservative
banking policy inter alia characterized by establishing prudential regulations that can
be stricter than the international minimum standards.

Concrete monetary and financial policy measures are outlined in the chapters of EMU,
Free Movement of Services and Administrative Capacity (Banking Supervision).

2.3. Structural policies
General economic policies

Estonia will maintain the current liberal, market-oriented policy that targets proper
functioning of markets and enhancement of our competitiveness. Flexible and open
product, services and labor markets combined with an efficient financial sector will
ensure optimal allocation of resources in the economy in order to utilize our
competitive advantages most effectively.

Public administration

Enhancing administrative capacity of the Government and its Ministries remains a
priority for Estonia in our preparations for EU accession. Following a World Bank
public expenditure review in 1997, we identified priority measures for rationalizing
the public administration and increasing transparency in public employment and
remuneration. We already established in December 1999 two departments within the
Ministry of Finance that are charged with ensuring that spending by government units
(including ministries) is consistent with budgetary objectives, making certain that
these units are being managed in an appropriate fashion, and monitoring the use of EU
resources. We also established in late 1999 an Administration Reform Bureau within
the government to streamline and rationalize the central government and to realize
efficiencies in the structure of local authorities and other agencies of the government,
including through mergers (see Chapter 12.1, Administrative Reform).

Health care

The reform of Estonia’s health system launched in 1997 will continue in 2000 with
the reform of the financial aspects of the health system, including the operation of the
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Medical Insurance Fund. The financial management of hospitals has started to
improve already as subsidization of their utility bills has stopped. In addition, by June
30, 2000 we will formulate a restructuring and investment program for Estonia’s
hospital network with the aim of improving efficiency and reducing costs. This
program would be subject to a phased implementation over the period 2001-2015.

Trade policies

As a part of preparations for harmonizing Estonia’s trade policies with those in the
EU, the government has effective January 1, 2000 introduced tariffs that apply mainly
to agricultural products. These tariffs do not apply to imports from EU countries or
from those countries with which Estonia has concluded free trade agreements. Tariffs
are at or below the binding limits agreed with the WTO (which are below EU tariff
rates). Our next priority for 2000 will be to prepare our medium-term strategy of trade
policy harmonization.

Privatization

Estonia is now at the final stage of its privatization program, with only a few large
enterprises and public utilities remaining in state hands. As regards the remaining
equity the state holds in the enterprise sector, we intend to make further progress in
the sale of these interests, while according the highest priority to the quality of
privatization and the proper safeguarding of privatization receipts. In 2000,
privatization of the energy sector and Estonian Railways will be the priorities for the
Government. In the nonenergy sector we intend to take the following steps:

e In 1999 the state’s shares in the telecommunications complex were reduced to
27.3 percent, plus a “golden share” that gives the state control over a limited list of
strategic corporate decisions in the period through December 2003. The
government will decide by September 30, 2000 on a timetable for the sale of its
remaining financial interest in Eesti Telekom;

e In early 2000 we will decide whether to privatize the the Estonian railway
complex as a whole. The privatization of Eesti Raudtee is expected to be
concluded by December 31, 2000. The privatization of the passenger network
(Edelaraudtee) is well advanced, with discussions proceeding with an interested
investor on the scope of future passenger operations in Estonia;

e As the first step in privatizing the Port of Tallinn, the Government intends to
privatize fully the Port of Paldiski by September 30, 2000.
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Restructuring of the energy sector

In the restructuring plan of Eesti Energia (state power company) and Eesti Polevkivi
(oil shale mining company) adopted by the Government on December 29, 1998, the
following steps are envisaged:

a 51 percent of interest in Eesti Pdlevkivi will be transferred to Eesti Energia (the
stocks have been evaluated and the transfer initiated);

o On the basis of two power stations (Eesti Elektrijaam and Balti Elektrijaam) of
Eesti Enegria, a new filial company, Narva Elektrijaamad (Narva Power Stations),
will be established. 49 percent of interest in this new company will be sold to a
foreign investor;

a The government expects to conclude by June 30, 2000 an agreement in principle
to initiate the privatization of the energy sector through the sale of a 49 percent
interest in Narva Power Stations to NRG Company (a US based energy company)
with the majority interest being retained for now by the wholly state-owned Eesti
Energia.

o In 2000, the general assembly of Eesti Energia will decide whether to privatize the
national transmission system and distribution companies still under the aegis of
Eesti Energia to further strengthen competition.

In the framework of the restructuring strategy for Eesti Pdlevkivi and Eesti Energia, an
expert commission was formed to the Government in end-1998, who developed an
action plan for the transitional period (until the year 2003) before the completion of
restructuring in the oil shale energy complex. The commission also forecasted market
and production capacities and the amount labor shed in the process. The action plan is
currently being reviewed; the final version will be approved by the Government in
March 2000.

The new Energy Act, effective as of January 1, 1998, puts a premium on ensuring a
high degree of competition among energy producers with the aim of keeping energy
costs low and in this way contributing to keeping the Estonian economy competitive.
An Energy Inspectorate has been established under the Ministry of Economy to
implement the regulatory framework of this Act. Although the Inspectorate has made
a credible start to its work, the government recognizes that the forthcoming
reorganization of the electricity sector will create new challenges for the Inspectorate,
including ensuring open and fair access to the electricity transmission and distribution
systems in a setting where Eesti Energia will retain a major role at every stage of the
process of producing and selling electricity in Estonia. The government is committed
to an immediate review and implementation of measures required to raise the
Inspectorate’s regulatory capacity to the standard required to give full effect to the
open energy market as foreseen in the Energy Act and will provide the Inspectorate
with sufficient resources to carry out this mission by June 30, 2000.

[See also Ch 5.4. Energy/Oil-shale industry]
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Land reform 2000 - 2003

The figures characterising cadastral units registered in the Estonian Land Cadastre in
1994-1999 are as follows:

1994 - 9300 cadastral units with the area of 109 948.2 ha

1995 — 16 063 cadastral units with the area of 124 927.4 ha

1996 — 25 327 cadastral units with the area of 295 164.6 ha

1997 — 53 369 cadastral units with the area of 623 119.3 ha

1998 — 78 622 cadastral units with the area of 646 558.2 ha.

1999 (as of November 1) - 248 526 units with the area of 2 249 826.2 ha.

The progress has been especially rapid in the field of land privatisation with pre-
emption. Twice as much land was privatised with pre-emption last year than during
the whole preceding land reform period.

The acceleration of privatisation of agricultural and forestland has been considered as
one of the major problems. In March and November 1999 the Parliament adopted a
number of amendments to the Land Reform Act which aimed at the acceleration of
privatisation of agricultural land and forestland.

According to the new procedure, local governments identify vacant agricultural and
forestlands that are free from claims of restitution and privatisation with pre-emption,
and they organise the public display of corresponding parcel plans. All entrepreneurs
involved in agricultural production or forestry have right to submit applications for
acquisition of this land within one month after the parcel plans were made public.
Vacant agricultural land is also possible to give into a long-term use with the future
right of redemption.

By October 1999 approximately 160 000 ha of agricultural and forest land has been
offered for privatisation in conformity with the above procedure, it constitutes about
15% of the land currently in private ownership.

Using the means of the land reform component of the World Bank's Agriculture
Project, starting from 2000 private companies dealing with land surveying and legal
issues will be included in the preparation of privatisation of vacant lands, especially of
agricultural and forest lands in up to 90 municipalities, where the speed of land reform
has so far been slower.

Currently amendments to the Land Reform Act are being prepared the adoption of
which would further facilitate different land reform processes, in particular the process
of land privatisation. First of all the intention is to simplify these legal procedures that
determine lands subject to privatisation.

In order to increase the professional competence of staff working with land reform
issues at local governments, an extensive training programme was initiated in
November last year. This programme contains both land management and legal
training as well as independent work, and it includes almost all local staff that is
responsible for land reform.
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According to estimations, 380 000- 450 000 cadastral units should be formed and
registered in the Cadastre during the land reform period. Planning to continue in 2000-
2001 with the same speed than in 1999, by the end of 2001 approximately 370 000 —
390 000 units will be registered in the Cadastre with the total area of 3.3 million ha.
Thus it can be said that the land reform would reach its final stage mainly by the end
of 2001. The year of 2002 would be the last year of land reform during which ca 40
000 units with the maximum area of 400 000 ha will be registered. According to
current estimations, up to 500 000 ha would not be privatised as there is no interest for
these lands (natural grasslands out of use, swamps, areas overgrown with bushes,
etc.). These lands would be retained in state ownership comprising a state land
reserve, which, if interest emerges, can be privatised in the future.

-10-



NPAA 2000 - Estonia Ch. 3 Internal Market/General Framework

3. INTERNAL MARKET WITHOUT FRONTIERS

3.1. General Framework
3.1.1. Public Procurement

The existing Public Procurement Act together with its accompanying secondary
legislation partly harmonise the following EU directives: 93/36/EEC, 93/37/EEC,
92/50/EEC, 98/665/EEC.

The Public Procurement Act Amendment Act drafted in 1999, and entering into force

in 2000 takes into account following EU requirements:

- the definition of public procurement is amended;

- the definition of the contacting authority is specified,

- the public procurements in the case of which the Public Procurement Act will not
be applied are defined;
the possibilities and conditions of single source public procurement tendering
procedures are changed.

Plans for 2000

The revised Public Procurement Act is planned to be drafted in 2000, together with
the resulting implementing regulations.

The new draft act broadens the scope of application of the Public Procurement Act.
The draft provides the rules for purchase of things, and order of construction work
and services for undertakings with special or exclusive rights or natural monopoly
undertakings. This was previously regulated by the Competition Act.

Plans for 2001-2003

e Drafting legal acts regulating public procurement activities, translation, analysis
and implementation — in case new EC regulations will be adopted;

e (Continue co-operation with the European Commission (DG Internal Market) and
public procurement institutions of EU member states (Great Britain, Finland,
Portugal, and others);

e Renewal of IT software and hardware, continue providing internet connection;

e Public procurement related training in state- and municipal institutions for the
officials of public utilities sector, for arbiters, and for trainers;

e Developing the work of arbitrary tribunals.
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3.1.2. Intellectual and Industrial Property Rights
Intellectual Property Rights

Plans for the year 2000

According to the Art 66 of European Agreement Estonia has harmonised its
copyright-related legislation with the European Union requirements during the year
1999. Also the Rome' and Geneva” Conventions Accession Acts have been ratified by
Estonian Parliament (Riigikogu) on 9 December 1999. Therefore it can be said that as
to the legislative side, Estonia has fulfilled its obligations and from now on the efforts
will be directed to making the enforcement of the acts more effective (including
continuous training of the police- and customs-authorities, judges, prosecutors).

The permanent Copyright Committee has started its work (launched with the
Government Order of the 1 June 1999 No 646-k). Meetings of the Committee have
taken place regularly and the main issue discussed there has been drafting an
overview to the Government of the Republic. According to Section 87 of the
Copyright Act the Committee shall provide an overview of compliance of the level of
intellectual property protection in Estonia with the international obligations assumed
by Estonia to the Government twice a year and, if necessary, shall make proposals for
the improvement of activities in this field.

In the year 2000 a Media and Copyright Department will be formed to the Ministry
of Culture. The main task of this department will be carrying out enforcement and
supervision over copyright and audiovisual activities.

Plans for the years 2001-2003

At the moment there are 3 copyright-related proposals for directives pending in the
European Union. Most likely they will be adopted during the years 2000 or 2001.
Therefore Estonia must harmonise those directives during the period of 2001-2003.
The proposals are following:

1) proposal for a European Parliament and Council Directive on the resale right for
the benefit of the author of an original work of art;

2) proposal for the European Parliament and Council Directive on the harmonisation
of certain aspects of copyright and related rights in the Information Society;

3) proposal for the European Parliament and Council Directive on certain aspects of
electronic commerce in the internal market.

A very important task in the longer perspective is solving problems of enforcement of
copyright-related legislation. Continuous training is necessary for the law-
enforcement authorities (police, customs, courts, prosecutors). Since the structure of
the Ministry of Culture will be changed and the Media and Copyright Department
will be launched and the Media Division remains under it as a supervisory division —
the training is needed for the employees of the Media Division. In future it’s planned
to strengthen the Media Division in order to fulfil the supervisory tasks deriving from

' International Convention for the Protection of Performers, Producers of Phonograms and

Broadcasting Organisations (Rome, 1961)
* Convention for the Protection of Producers of Phonograms Against Unauthorised Duplication of their
Phonograms (Geneva, 1971)



NPAA 2000 - Estonia Ch. 3 Internal Market/General Framework

different legal acts more efficiently. During 2001-2003 the Media and Copyright
Department will be extended by one more employee, to deal with copyright-matters.

The work of the Copyright Committee launched in 1999 will continue and training of
the members of the Committee (both as regards enforcement and adoption and
implementing the EU relevant legislation) will be an issue to be looked at most
definitely also in the future.



JUSWIIOIOJUD 3l

JUSWOOIOJUD SONSSI Y)IM S[eIP
QALY Aprermnonaed yey
ST 000 1eak wafoxd OA/NN
oy} 10j piom | o ur Sunedronaed
-Kay oY) 6661 ST eIUOISH amyny) Jo AnsIurp OdH/€8/€6
Suump sonr Ny OS]y "sedueuly (U 9} JO UOISIAI “Dd/6/96
)M posIuouLIey sopraoid yoofoxd | e ¢1( 103deyo BIPOJA] OS[® ‘S}IN0D OFH/86/€6
SEM 10V ANANY d1eyd ‘9¢1 wed ‘swojsnd “eorjod are “Ddd/001/26
y3uAdo) sourg JUOIXQ QUWIOS O], 198png 91e1g | soroudde Sunjuowoyduy 9A9/0S2/16 1V y3ukdo)
(Qunowe J[NPIYIS-dw) ‘UdNE) Spadu (Qunowe
uonejudw-ddur ¢$32an0s 9q 03 sdags ‘(Yvd Suturex ‘s92.1n0s 920§ 0jur AU @
J10J Spadu Jurure.y J9Y)0 ‘Qui| a1} Jo uonddurod pue J9Y)0 ‘Qul] | JO d)BP dANBIIPUI o paseq UonesI3d|
pue Jue)sisse | 393pnq 9eIS) J9)ye pue Juasdad je) ue)sisse | 393pnq eIs) ‘uorsstuqns | §)ov 833 N | AIEPUOIIS pue Me])
ST [edruya I, Supueul] | Adudde Sunuswdjduy [ed1uyd I, Sunueuly J0jduI[ped( | pastuoOULIEH s)o® [B39] uRIUO)SH
‘6 g ‘L ‘9 g ‘b ¢ z ‘I

0007 uone[sisd| Jo uonejudwd[dwr pue uonewrxoarddy

HIOMOWE. ] [EIOUSD/JNIEIN [EUIBIU| € 'UD B1u0}s3 - 000Z VVdN




"S9AT}OQII(T Y} JO uondope Iayye Jno PILLIEd 9q Ued UOR[SISI] UBIUOISH O} SJUSWPUSWE JO SUNJRIP 2}2I0U0)) 010 WIE JUUOD I} U0 MIIAJI [BIdUSS ‘@duanfjur dqissod
II9Y) UO opew 9q [[IM asn1adxd Areurraid pue 1940 paxoo] 9q [[im (sjesodoid) syerp ¢ asoys 199(01d YNTINY 2Ieyd Sy} JO JI0MdWEI) oY} U] "UIFIq UBD SOAIIOIIP POpuUdWe Apedije SulsiuouLiey
(1007 1eo£ o3 woyy Suruuidaq) jey) Yy ‘000z Suunp paydope oq A[oy1] 3sowr suorurdo-319dxa 03 SurpIodde [[im Inqg ‘(SuolsIoA [eury 93mb je [[ns) sjesodoid (s d1e SJUSWNOOP PAUOIIUSW [
“JOIRIA] [RUIOIU] QY3 UT SOIOUWIIO)) JTU0NI9]H JO $109dsy Urepso)) uo dA10IL(J [1ouno)) pue judwerfie ueadoinyg oy 10j jesodoxd (¢

91V JO JIOA\ [BUISLIO UR JO JOUINY Y3 JO 31Joudg o) 10J JYSNY J[esoy Y} U0 9ANOAII(] [10Un0)) pue juswerred ueddoimny e 1oy [esodoid (g

¢A30100G UOIIBWLIOJU] Y3 Ul SIYINY pae[oy pue y3Ado)) Jo $10adsy uenaa)) Jo uonezIuowIeH Y} U0 9ANAII(] [10Un0)) pue juswerred ueddomyg ay3 10j jesodoxd (| ¢

$1AN0)) ‘ (66. AON (05 [esodoid ®)
swoisn)) ‘¢ uegoq) 309foxd QADOAIIP
"UOISTAL( BIPIN I[0d T | dNHNY 21eyd 93 ~d0IWWON
9} JO S[BIJIPJO OS[Y {(yrun Sursiazadns | Jo sIomawely Ay o1uoNd9[d,, (€
‘(s101n09so1d pue SE UOISIAI(] BIPI]N | UIYIIM 90UB)ISISSE ‘(103 Tesodouid e)
sagpn[ ‘Jour) sonssI 9} SUIeWAI JI Jopun) [eo1uyaa ], 7 QADDAIIP- JING
Kyadoad enyoorojur pawioy 9q [ 3dag ‘Sururen ap 1047, (T
uo S[eIOIJJO TIVHI y3uAdo) pue BIpoIN PoSU 991 1IW0)) TIVHI ‘(103 Tesodouid e)
swoisno pue -ao170d 9o8png | oyl oImn)) Jo ANSIUIA W3uAdo) 9o38png ANDAIP-, A10100S
oy Jo Sururel], )eIS | Oy} JO UOISIAI( BIPOIA ‘[ | oY JO SIOQUISIA "] AN uonewoyul,, (1 10V WySukdo)
3[NpaYas-dwn 92.10§ 0jul
‘uaye) 3q 03 sdays ‘(Yvd A1yud jo dyep (61
uonejudw-ddur 10y | JuSUISSISSE 3y Jo uondrdwod Spadu Suruiea) | (JUIUISSISSE dAeIIpUl uo paseq Uone[sI3a
SpaJu guruie.a) pue dAT)RIIpUI) J19))e pue Judsdad je) pue JJUB)SISSE dAT)RIIpUI) ‘uorssiuqns s)oe [833] N | AIBpU0dIIS pue me|)
SYJBWIY | IIUBISISSE [BIUYII ], Supueury Adudde Sunuowdrdury [ed1uydd ], Supueury 10} duIpeaq pasiuouLiey $)o® [€39] uBIUO)SH
‘6 ‘8 ‘L ‘9 'S 4 k3 K4 ‘1

€0027-100Z uonersisy jo uonejuwdwd[dwi pue uonewixoxddy

JJomallel |elsuss)iaxIel\ [eulalu] € 'y

eluojsg - 000 VVdN




IOVI

(fensta-o1pne ‘00T
Kyoede) eAnensmumupy
90s) areyq e8png 181§

109[01g
ANANY
areyd ayp

JO JIomowrery
oy ur

oo1Ape Wadxyg

juounredacg
ySuAdo) pue eIpo|y
oy} pue UoISIAIgQ
BIPIIAL 9y} Woy qjoq
S[ero1jo 10y Sururel],

Kj1on1)) 10 90US[OIA

gjowoi1d 1o Aydei3ourod urejuo))
YOI A\ SO AN JO UOTBUIIIISSI(]
J1en3ay 03110y 0y Sunseopeolq
‘SQOURIJ( SANRNSIUTUIPY

Jo opo) 9oy W3ukdo)H

93 woty SuIALIdp suore3Iqo)

jun Terniongs sursiazodns

e se A[urew jnq ‘yuauntedoq

oy} Jopun Urewal pinom UoIsIAI(g
BIPOIA 9, "Ao1j0d [ensia-orpne
pue 1y311Adoo 03 paje[al sanssI
9JeuIp10-00 pinoMm jey) Quountedo
1ySuAdo) pue BIPOJA & WO}

03 pauueld s 31 000z Teok oy ug

oImynY) Jo ANSIUI
oyj Jo sorn1 Surpuess oy
ur A18SS900U SJUWPUIW Y

suonmIsul
mau dn Sumoeg

ANSTUII

oy JO sonI Surpuels oy
ur A1eSS900U SJUAWPUIWY
uownredoq y3uAdo)

103fo1qg | sapruwo)) Wy3uAdo) pue BIPIJA Y} JO SUIULIO} 0}
TIVHA (T ANANY o) JO SIOqUIdW Ppaje[al 1BIA 1xU padueyd 9q
(eapmuwo) WIukdoH a1eyd oy o Jo Sururer] (g [[12 UOISIAI 9} JO [0I 3],
o 10 JFH 000 0F) | JO JIomowrery SUOISIAI(Q "IN Jo AISIUIIA 24} JO suonmIsul
66 Me ‘g6 11deyd ‘9¢| oy uI | BIPAIA QY3 JO S[RIOIJO pauoyi3uans 9q | 1de(g [eIoULD) SY) 0) pouLIO] Sunsrxo oy
1red 903png 91835 (1 | Qo1Ape-padxyg o 1oy Jururex], (] 01 pauue[d ST UOISIAI(] BIPI]N UL | Sem UOISIAI BIPAIN 8661 UI SutuoyiSuong
(Qunoure ‘s32.1n0S 13Y)0 Spadu
‘oui| 393pnq dje)Ix) Jdue)sIsse siseq [&39] oY)
SYIewY Supueury |LAJUURER S SpJJu gurure. ], Surn)ONNSY 0) SHUIWPUIWE ATBSSIIIN
‘9 'S v k3 K4 ‘1

JJomallel |elsuss)iaxIel\ [eulalu] € 'y

0002 A)deded dAnensUIpy

eluojsg - 000 VVdN




Irrl

(sy0ofo1d ooueysisse

2002-100¢

SuLmp popuoxo

9q I forgm
o)) Jo AnSIIy
dy} 03 pauLIOy

XoIe [, pue dreyd) (areyq) yuounredaq 9q [m judunredoq amyn) Jo AnSIIN
syrodxo uSro10j M3U 3y} JO S[BIJIJO 3uAdo) oY) Jo sonI Surpue)s suonmsul
q) WOI dOURISISSY 9y Jo Sururely, pue BIPI]N MON 9} 0] SHUIWPUIWY mau dn Sumpoeg
(s100fo1d ooueysisse (oxeyq)
xore], pue areyd) | saprwwo)) ysuLdo)
A9 000 suadxo ugro1oy I} JO SIOqUIdW suormusur Sunsrxo
00€ 198png eI§ U} WOIJ JOUBISISSY o 10§ Sururer], o Suruaysuang
(Quowissasse
oATyROIpUL) Spadu SISeq [&33] 3} 0)
SYIBWIY Suueul | JJUB)SISSE [BIUYII], Spadu gurure. ], Surn)NIsaYy SJUIWPUIW R ATBSSIIIN
‘9 ‘L ‘9 ¢ z ‘I

JJomallel |elsuss)iaxIel\ [eulalu] € 'y

£00Z-1007 Aydeded sapensmunupy

eluojsg - 000 VVdN




NPAA 2000 - Estonia Ch. 3 Internal Market/General Framework

Industrial property rights

Plans for 2000

The implementation of the secondary legislation resulting from the Utility Models Act
will be accomplished in 2000. The drafts for the State Fees Act Amendment Act and
Act on Rights for Intellectual Industrial Property Created in Employment will be
elaborated. The draft Trade Marks Act is planned to be presented to the Government
in the 3™ quarter of 2000, followed by the draft Act on Joining the Trade Mark Law
Treaty, after the Estonian Trade Marks Act has been adopted.

For lack of additional financial resources some administrative rearrangements will be
carried out at the Patent Office: the number of support personnel will be reduced, and
new executive officers will be recruited instead.

After the adoption of the Geographical Indication Protection Act in 2000,
preparations to establish the Geographical Indication Protection Register will be
started.

Plans for 2001-2003

Estonia has been invited to join the European Patent Convention on 1 July 2002.
Resulting from this the draft Law on Joining the European Patent Convention will be
elaborated in 2000-2001.

The draft Patent Act Amendment Act , which will be elaborated at the end of 2001
will be in full compliance with the requirements of the European Patent Convention.
Depending on the time of Estonia’s joining to the European Union drafts for Patent
Act, Trade Marks Act, and Industrial Design protection Act will be developed.

In the coming years the rearrangements within the Patent Office will go on. It is
planned to diminish the number of persons working in support functions, and increase
the number of specialists instead. During 2001 to 2003 -5, 10, and 5 officials will be
exchanged accordingly.

Foreign assistance

A co-operation project between the Paten Office and SIDA will be launched in 2000.
In the course of the project an information system will be elaborated containing data
and information analysis about patents from various fields. Necessary training to
effectively operate the system will be carried out in the course of the project as well.
The objective of the Phare project carried out in 2000 is the development of a
strategic development plan in the field of industrial property, and to enhance
administrative capacity of the Patent Office, as well as the Patent Library through
raising the efficiency of information system.
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NPAA 2000 - Estonia Ch. 3 Internal Market/General Framework

3.1.3. Company Law

Plans for the year 2000

The Commercial Code is only partly in conformity with the 1* Council Directive
68/151/EEC of 9 March 1968. The requirements deriving from the directive
concerning the legal effect of the publication of information and documents entered in
the commercial register are not met. The simultaneity of the entry and the
accessibility of information entered in the commercial register will be assured when
the information will be electronically accessible. The development work of the
electronically accessible commercial register will be completed. At the same time
amendments to the directive are expected.

3.1.4. Accounting

Generally accepted accounting principles of the Republic of Estonia i.e. Estonian
GAAP is based on the principles, standards and guidelines issued by the International
Accounting Standards Committee (IASC) and the 4" EC Company Directive (EEC).

In order to ensure the harmonisation and comparability of annual accounts, it is
necessary to prescribe accounting treatments and presentation requirements.
Consideration must and has been given to the fact that the European Union is
harmonising its accounting regulations with the principles, standards and guidelines
issued by the IASC.

Accounting is dealt within two accounting directives which after due consideration
regarding their convergence with IASC treatments and requirements are incorporated
in Estonian legislation:

1. the 4™ Company Directive, the requirements of which have been incorporated in
the Estonian Accounting Act;

2. the 7™ Company Directive, the requirements of which have been incorporated in
the draft Consolidated Accounts Act.

Regarding accounting legislation harmonisation with the directives, the goal for 2000
is to enact and implement the Consolidated Accounts Act. The Consolidated Accounts
Act establishes the legal basis for preparing consolidated accounts in accordance with
internationally accepted consolidation methods and carrying out the consolidated
supervision of credit institutions, insurance companies and listed companies. The act
allows for establishing the Estonian Financial Reporting Review Panel (EFRRP). The
objective of the EFRRP is to investigate and enhance the credibility of financial
reporting and thus fulfil Government’s obligation to protect creditors.

In 2001-2003 the Estonian GAAP will continue to be developed in line with and in
tune with the principles, standards and recommendations issued by IASC. This
strategy is in conformity with the international community’s stand on accounting
harmonisation and will ensure convergence with the EU developments in the future.
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NPAA 2000 - Estonia Ch. 3 Internal Market/General Framework

3.1.5. Data Protection

In Estonia there are two acts regulating supervision over data protection: the Personal
Data Protection Act and the Data Files Act. The Personal Data Protection Act applies
to wholly or partly automatic processing of personal data. The Data Files Act
regulates possession, use and disposal of data files of the state and municipalities and
provides general principles for holding, disclosure and use of data files belonging to
the state, municipalities and natural persons.

In order to carry out the supervision of data protection competently and efficiently it

is essential to:

e ratify the Convention for the Protection of Individuals With Regard to Automatic
Processing of Personal Data (Strasbourg 1981);

e amend the Personal Data Protection Act and the Data Files Act to regulate the
specification of security requirements (classes for determining the different levels
of security) and implementation of security measures complying with standard
measures. The specification system of security requirements is supposed to
support the basic registers of the state.

e develop the structure of the Data Protection Inspectorate and hire qualified
personnel.

This action plan has been drawn up referring to the acquis screened during
negotiations with the European Union. As part of the acquis is confidential, the action
plan may be supplemented and amended upon the publication of the documents.

Approximation and implementation of legislation 2001 — 2003

- Ratification of the Convention for the Protection of Individuals With Regard to
Automatic Processing of Personal Data

Responsible authority: the Ministry of Internal Affairs

Deadline: 2001

Financing: the budget of the Ministry of Internal Affairs

- Personal Data Protection Act Amendment Act
Responsible authority: the Ministry of Internal Affairs
Deadline: 2001

Financing: the budget of the Ministry of Internal Affairs

- Implementing legislation concerning the Personal Data Protection Act
Amendment Act. safeguard requirements specification order, introduction of
standard measures for personal data protection

Responsible authority: the Ministry of Internal Affairs

Deadline: 2001

Financing: the budget of the Ministry of Internal Affairs

- Data Files Act Amendment Act

Responsible authority: the Ministry of Internal Affairs
Deadline: 2001

Financing: the budget of the Ministry of Internal Affairs

- Changing the structure and statute of the Inspectorate
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Responsible authority: the Ministry of Internal Affairs
Deadline: 2001
Financing: the budget of the Ministry of Internal Affairs

- Appointment of a national supervision authority of the Schengen Information
System regarding data protection (the Schengen Convention, art. 128)

Responsible authority: the Ministry of Internal Affairs

Deadline: 2003

Financing: the budget of the Ministry of Internal Affairs

Administrative capacity 2000
- Creation of new posts related to additional tasks arising from the implementation of
the requirements for the Schengen Information System, the common information
system of customs and the Europol Information System.
Responsible authority: the Data Protection Inspectorate
Deadline: 2000: 3 persons
2001: 2 persons
2003: 2 persons
Financing: the budget of the Data Protection Inspectorate (operating costs).

- Drawing lessons from Sweden’s experience in implementing the acquis
Responsible authority: the Ministry of Internal Affairs

Deadline: 1999 - 2001

Financing: the budget of the Ministry of Internal Affairs (EU integration costs) (Art.
99), the Estonian-Swedish co-operation programme Schengen project (Sida)

- Analysis of the Schengen acquis, finding out our needs regarding the
implementation of the requirements, preparation of the necessary training
programmes

Responsible authority: the Ministry of Internal Affairs

Deadline: 1999 - 2000

Financing: the budget of the Ministry of Internal Affairs (EU integration costs)

(Article 99), Phare EU Integration Project

Administrative capacity 2001-2003
- Creation of new posts related to additional tasks arising from the implementation of
the requirements for the Schengen Information System, the common information
system of customs and the Europol Information System.
Responsible authority: the Data Protection Inspectorate
Deadline: 2000: 3 persons
2001: 2 persons
2003: 2 persons
Financing: the budget of the Data Protection Inspectorate (operating costs).

- Special training of officials in order to implement the supervision requirements of
the acquis in a member state of the European Union

Responsible authority: the Data Protection Inspectorate

Deadline: 2001 - 2002

Financing: : the budget of the Ministry of Internal Affairs (EU integration costs), the
budget of the Data Protection Inspectorate
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- Sweden’s experience in implementing the acquis

Responsible authority: the Ministry of Internal Affairs

Deadline: 1999 - 2001

Financing: the budget of the Ministry of Internal Affairs (EU integration costs)
(Article 99), Estonian-Swedish co-operation programme Schengen project (Sida)
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3.2. Four Freedoms

3.2.1. Free Movement of Goods
3.2.1.1. Horizontal Issues
Standardisation

According to the Technical Norms and Standards Act, which came into force on 1
April 1999, the right to act as the Estonian national standards body is prescribed to a
non-profit non-governmental organisation — National Standards Organisation. This
organisation has to take over the functions of the presently operating Estonian
Standards Board, which is a governmental office, by 1 April 2000.

The Phare national program ES9602 was carried out in 1999, as a result of which: a
training and information centre was established, print-on-demand system was started,
a database for standards and terminology was completed, training was carried out for
members of the technical committees participating in the standardisation activities as
well as for other interested officials. The National Program set the basis for meeting
the main requirement of the full membership in CEN — namely the adoption of 80% of
European standards as national standards and presenting the Estonian national opinion
about in CEN.

The focus in the year 2000 is to make further progress to meet the requirements for
the full membership in CEN, with the objective to obtain full membership by the year
2002. The most important precondition for full membership is the establishment of
Estonian standardisation organisation and its effective operation from the very
beginning, within a relatively short time.

In 2000 a co-operation project will be launched with SIDA (Swedish Development
Co-operation Agency), with the aim to develop Estonian standardisation, metrology,
and accreditation system.

Plans for 2000

Tasks to be performed to reach full membership to CEN by 2002:

e A precondition for the full membership in CEN is an operating, recognised
national standardisation organisation, which has been recognised to be competent
to deal with in the scope of activities of CEN, and whose principles are in
accordance with the principles of voluntary standardisation. The establishment of
Estonian standardisation organisation is planned in the 1% quarter of 2000.
3.7 million EEK have been allocated from the state budget to finance its activities
all through the year 2000 (Standards Board). During 2001 to 2003 the financing
must come from State budget on equal amounts every year, with the minimal sum
of 3.2 million EEK to complete functions and activities commissioned by the
state by contact.

e Presenting Estonian national opinion on the contents of draft European standards,
presenting national opinion on draft standards during the stages of opinion surveys
and voting. Join the process of opinion surveys: to publish the CEN draft
standards for opinion surveys at the same time with CEN; guarantee the
examination of drafts received for opinion surveys by the EVS technical
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committees, and if necessary — preparation and presentation of national opinion
about the technical content of the drafts. Keep the EVS standards database
updated regarding the deadlines for opinion surveys and voting of CEN draft
standards, in order to be capable from the moment of joining CEN to forward our
opinions in time. Participate in the work of the technical committees of CEN. Start
forwarding the CEN draft standards received for opinion surveys to EVS technical
committees together with opinion survey questionnaires from January 2000
regularly every month, and update respectively the EVS standards database.
Guarantee by the end of the year 2000 that the technical committees forward
national opinion regularly to CEN on the drafts. The scope of activities of EVS
technical committees covers approximately 5-10% of the scope of activities of
CEN. To set up 3-5 EVS technical committees following the work of respective
CEN technical committees. Financing from the State budget (sums allocated to
Estonian standardisation organisation to support the standardisation
infrastructure).

e The adoption of CEN standards as national standards, and abolishment of clashing
national standards. Adoption of some CEN standards as Estonian standards, which
have been ratified before 2000; monthly adoption of ratified CEN standards as
Estonian standards within the established time-limit. By the end of 2000 at least
3000 CEN standards must be adopted as Estonian standards. In every month,
except in July, 300 ratified CEN standards must be adopted as Estonian standards,
mainly using cover-sheet method. The standards adopted until 2000 (or before
2000) will be implemented according to the schedule of priorities: transposition of
standards according to the schedule of harmonising EC new approach directives,
standards in the interests of Estonia (within the scope of activities of EVS
technical committees). The ratified CEN standards adopted monthly will be taken
over within the time-limit established by CEN. Sums allocated from the State
budget for EU integration activities in Estonian standardisation organisation to be
used for two operators of databases and to cover the administration- and service
costs.

Translation of European Standards

Translation is needed of those harmonised standards which are important for the
implementation of the EC new approach directives and for to guarantee free
movement of goods between Estonian and the EU.

Where needed the ministries responsible for the harmonisation of new approach
directives in co-operation with the standardisation organisation will find out the needs
and volumes of translation. The translation of these standards will then be
documented as State orderings to the standardisation organisation.

Transposition of ETSI standards as Estonian standards. (ETSI - European
Telecommunications Standards Institute).

Plans for 2001-2003

To meet the requirements of full membership in CEN the following tasks must be

completed:

e Adoption of CEN standards as Estonian standards according to the priorities set in
the action plan complied in the framework of Phare national program in 1999;

e Forming EVS technical committees, and linking their work to the ones of the
respective CEN technical committees,
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e More active involvement of the representatives of Estonian industry and
consumers in the standardisation activities;

e Readiness to present Estonian national opinion in open opinion surveys and
voting, and to give notification about the national objects subject to
standardisation.

Meeting the requirements of full membership in CENELEC (European Committee for
Electrotechnical Standardisation)



1500
9110309dsu] [eOTUyo9 ], uorensIuIuIpe
pue pIeoq splepuelS (0€)
9y Jo suonouny ‘Le1 1ed
o Suruapeoiq ‘10 1deyo oy 1OV JUSWPUIW Y
198png €3S 000¢ 1openb 7 10V Splepuels
‘SIeY 0d4d/8/86 pue SULION
OIWOU0dH JO ANSIUIA 2H4 000 0 000¢ 1oyrenb | Odd/v¢/86 [ed1UY99 [ Jeld
uonejudwIdwr (yunowre J[NPAYIS-duI) ‘udye) SpaJu (Qunowe
10} ‘$921N0S 3q 03 sdays ‘(Avd Sururen) ¢$32.1n0s 3210} oyul A1pud (61
Spasu Sururea) JI9Y)0 “ui| 3y} jo uondjduiod pue J9Y)0 ‘Ul | JO djep dAnRIIPUI o paseq uone[sI3a|
pue due)sIsse | 31d3pnq e)s) J9)je pue Judsaad je) Jdue)sIsse 3938pnq 9e)S) ‘uorssruqns $)0€ [839] N | AI1epu0dIs pue me|)
SYIewY |LAJUURER) Supueury | ASudde Supudwddwy |LAJUURER) Surueury 10} duIpeaq pasiuouLiel | $)o€ [839] UBIUO)SH
‘6 ‘8 ‘L ‘9 'S v k3 T ‘T

0007 uone[si3y Jo uonejuwdwd[duwr pue uonewixoaddy

SPO0L) JO JUBWBAOJ 8814193\ [BUIBIU| € 'YD

eluojsg - 000 VVdN




"100T Sutnp
o10wW dAY pue pakoduwd oq

1M opdoad arowr XIS ()00
Jo puo ay3 Ag ‘paysI|qelsd
9q [ saokorduwo

6 UM uorjestuedio

j1j0o1d-uou & pue poAJOSSIp uonesuesio
aq [[Im pleog piepue)s uonesIpIepur)S
oy} 000¢ [1dy [ U0 [EUOIBN UBIUO)SH
suonnIsul
mau dn Sumpeg
(unowre ‘s32.1n0s 13Y)0
‘Quif 393pnq 3je)S) spadu sIseq [€39] 9y} 0)
SYIBWIY Surueul | JJUB)SISSE [BIUYIIL, | SPIIU SuUIUIB.L], Surn)nIsay SJUIWPUIW R ATBSSIIIN
‘9 'S v € C ‘T

0002 A)deded danensuIpy

SPO0D JO JUSWSAO|\ 9314/}IEIN [BUIBIU| € 'UD B1u0}s3 - 000Z VVdN



NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Goods

Conformity Assessment

Plans in 2000

The main objective in 2000 in the field of conformity assessment is to start
developing accreditation, certification, testing and market surveillance systems, which
take into account relevant European Union internal market requirements. This system
will provide the basis for the mandatory conformity assessment system and for the
necessary infrastructure.

New Product Conformity Attestation Act passed the Parliament on 17 November
1999 and enters into force on 1 January 2001.

In 2000, three regulations will be drafted on the basis of the Product Conformity
Attestation Act: the first one will establish the shape, dimensions and order of
affixation of the conformity mark; the second will establish the order of the formation
of the commission for notifying the bodies and its rules of procedure; the third
regulation will establish the statute of the register of notified bodies.

PECA (Protocol to the Europe Agreement on European Conformity Assessment)
negotiations will continue, within the framework of which working groups and sub-
working groups will be established according to relevant fields in 2000.

In addition to the initially screened product groups for which Estonia would like to
conclude a PECA contract, an additional analysis will be performed taking into
consideration different economic indicators (share of different industrial branches and
possible developments, share of export-import, etc.). Pursuant to the results of the
above-mentioned analysis, additional proposals will be submitted, if required, about
the product groups submitted within the framework of the PECA Agreement.

On the basis of the results of the above-mentioned analysis, also these sectors will be
determined, which will be primarily focused on when establishing the market
surveillance system.

Plans for 2001-2003
Development of accreditation, certification, testing and market surveillance systems
will be continued focusing on market surveillance and certification.

After the entry into force of the Product Conformity Attestation Act in 2001, a
commission will be established for notifying the bodies on the basis of paragraph 12
of the Act and the Regulation of the Government "Order of the Establishment and the
Rules of Procedure of the Commission".

This Act will enter into force only in 2001 in order to provide the potential notified
bodies with time for necessary restructuring and investments, and to bring themselves
into compliance with necessary European Union requirements. In fields where the
state has taken an obligation with an Act to provide the entrepreneur a service, the
State may support the establishment of the notified bodies through the state budget;
but as a rule, the emergence of notified bodies is regulated by the market forces
(market demand).
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Notification

Legislative framework for notification activities was provided by the Technical
Regulations and Standards Act (RT 1 1999, 29, 398; entered into force on 1 April
1999). On the basis of the Act, a Regulation of the Government on Procedure for
Notification of Draft Legislation and International Agreements Containing Technical
Regulations was drafted (RT I 1999, 57, 600). Pursuant to this regulation, Ministry of
Economic Affairs is the institution co-ordinating the notification procedure through
the established Notification Centre.

It is not planned to draft any additional legislative acts regulating the notification of
technical regulations.

Within the framework of negotiations with the European Union, it has been agreed to
discuss regularly the issues concerning the notification of technical regulations on the
Association Committee meetings within the framework of the Europe Agreement.

Accreditation
[See Chapter 3.2.1.2. New Approach Directives]

Together with the reorganisation of the Estonian Standards Board, the Estonian
Accreditation Centre will be founded. Necessary inputs for starting the organisation
(capital, people) are available and the central activity in year 2000 is launching the
activities, drafting of guiding materials and co-ordination within the Phare 2000
Twinning project.

Foreign assistance

Within the framework of the existing Phare 1999 project, the administrative capacity
of the Accreditation Centre is being supported. Under this project, strategic goals in
the field of accreditation have been clarified and a mid-term action program has been
drafted, which includes also investment needs. In 2000, the activities of the
Accreditation Centre and its possible relations with the Member States shall be
developed.
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Avoiding technical barriers to trade

Plans for 2000

In the accession negotiations with the EU the chapter of external relations is co-
ordinated by the Trade Department of the Ministry of Economic Affairs in the
following areas: implementation of the system of quotas and licences, and
harmonisation of legislation in the field of export credits and guarantees (98/023/EC;
84/568/EEC).

In February of 1999 the State Export Guarantee Act was passed by the Parliament.
The Act entered into force on 1 March, 1999 and serves as a framework act for state
export guarantee system in Estonia.

Two EC directives (98/023/EC and 84/568/EEC) dealing with export credits and
guarantees are planned to be harmonised in 2000 by drafting relevant Estonian legal
acts.

There is no legislation on anti-dumping, safeguard and countervailing measures in
Estonia at the moment. Preparations to draft the Anti-Dumping Act and resulting
regulations began in 1999. The drafting will continue in 2000. Other activities for year
2000 include drafting secondary legislation for the Anti-Dumping Act, preparations to
start drafting the Safeguard Measures Act and the Foreign Investments Act Amendment
Act.

Plans for 2001-2003

In the longer perspective the Ministry of Economic Affairs will analyse the possible
effects of applying Common Commercial Policy of the European Union in Estonia. In
co-operation with other ministries and institutions the Ministry of Economic Affairs
has to prepare the instruments to implement the Common Commercial Policy (import
duties, quotas, licences, double-checking system).

The plans for 2001 include the ongoing work with secondary legislation for the Anti-
Dumping Act and harmonisation of EC legislation on export credits and guarantees, as
well as drafting the Safeguard Measures Act.

In 2002-2003 secondary legislation for safeguard measures and the Countervailing
Measures Act will be drafted.

Administrative capacity

In 2001 the Trade Department of the Ministry of Economic Affairs plans to recruit two
additional executive officers.

Training is needed in the following areas:

Common Commercial Policy of the EU and its implementation possibilities in Estonia;
external relations (treaties) of the EU with other states and WTO;

competition policy (especially state aid);

regulation of export credits and guarantees;

relevant aspects of SPP (Special Preparatory Programme for Structural Funds).

Need for technical assistance: assistance of local and foreign legal experts is needed
for elaborating and applying the above-mentioned acts and regulations, as well as for
analysing details of implementing Common Commercial Policy.

-10-
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3.2.1.2. New Approach Directives

Recreational Craft
[See chapter 5.5 Transport/Maritime Transport]

Explosive Atmospheres

On the basis of the Explosives Act, two regulations of the Minister of Economic
Affairs will be drafted: “Determination of areas of potentially explosive atmosphere"
and "Requirements for equipment and defence systems intended for use in potentially
explosive atmosphere". The provisions of these regulations will be in compliance with
the requirements and principles of the Directive 94/9/EC (Potentially explosive
atmospheres).

Explosives in civil use

Pursuant to the Explosives Act, the regulation of the Minister of Economic Affairs
"Technical regulation for manufacture, storage and usage of explosives "will be
drafted. The regulation will harmonise the Directive 93/15/EEC (Civil Explosives).

Lifts, pressure vessels, gas appliances

Pursuant to the contradictions of the Safety of Pressure and Lifting Equipment Act

with the principles of conformity assessment and market surveillance used in the

European Union, it is planned to prepare the following new drafts:

o Draft Pressure Vessels Safety Act, which aims at harmonising Directives 97/23/EC
(Pressure equipment) and 87/404/EEC (Simple pressure vessels).

e Draft Gas Appliances Safety Act, which aims at harmonising Directive
90/396/EEC (Gas appliances)

e Draft Lift Safety Act, which harmonises Directive 95/16/EC (Lifts)

Upon the entry into force of the above-mentioned acts, the Regulation of the Minister
of Economic Affairs No 17 of 15 March 1999 on Establishment of safety regulations
for manufacture and exploitation of pressure and lifting equipment will be declared
void.

Ensuing from the demand of the Estonian Gas Association (due to the realistic
situation in exploitation of gas appliances in Estonia), it is planned to regulate the
manufacture and exploitation of gas appliances with the Regulation of the Minister of
Economic Affairs "Safety regulations for manufacture and exploitation of gas
appliances" on the basis of the Pressure and Lifting Equipment Safety Act prior to the
entry into force of Gas Appliances Safety Act. The drafting of the regulation was
started in 1999.

Machinery
Machinery Safety Act, which was drafted in 1999 pursuant to the Directive
89/392/EEC, will be submitted to the Government in the second quarter of 2000.

Legal metrology

Plans for 2000.

The draft Metrology Act Amendment Act proceeds from the principles of the new MID
2 (metrology instruments directive, expected entry into force in April, 2000), and with
this Act, Estonian legislation will be brought into compliance with metrology
directives of the New Approach of the European Union.

-14-
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Plans for 2001-2003.

Subject to the drafting of the new MID 2 directive of the European Union (metrology
instruments directive), it is planned to continue the drafting of secondary legislation of
the Metrology Act in 2001-2003.

Foreign assistance.

The objective of the existing Phare 1999 project is the improvement of administrative
capacity of the National Metrology Centre. The project has a comparatively wide
range starting from the establishment of strategic objectives and elaboration of the
strategy until clarification of concrete inputs.

In the field of metrology, a Dutch PSO Programme (PSO Pre-accession Programme)
will be started at the beginning of 2000, in the framework of which testing and
calibration capabilities of the Estonian Electric Control Centre Ltd will be developed
by concentrating on the testing laboratory EKLAB.

Gas cylinders and aerosol dispensers

Pursuant to the Safety of Pressure and Lifting Equipment Act, a Regulation of the
Minister of Economic Affairs on the requirements for gas cylinders will be drafted,
which will harmonise the Directives 84/525/EEC (Seamless, steel gas cylinders),
84/526/EEC (Seamless, unalloyed aluminium and aluminium alloy gas cylinders),
84/527/EEC (Welded unalloyed gas cylinders); and "safety requirements for aerosol
dispensers", which will harmonise the Directive 75/324/EEC (Aerosol dispensers).
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Goods

Medical Devices

For the harmonisation of Estonian legal acts on medical devices with EU legislation
the regulation of the Minister of Social Affairs on the procedures for the notification
of accidents involving medical devices (based on the Vigilance System) will be
drafted.

Pursuant to the Public Health Act and the Radiation Act Amendment Act, the national
body for the supervision of medical devices will be set up at the State Agency of
Medicines.

The transposition of European standards for full harmonisation of the EU legislation
in the field of relevant sectors and for practical enforcement of technical standards
will be continued.

The vigilance system for the notification of accidents involving medical devices
(Vigilance System) will be developed and the work related to the harmonisation of the
Directive 98/79/EC on in vitro diagnostics equipment will be carried out in 2001-
2003.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Goods

Construction Products

Plans for 2000

For the harmonisation of the Construction Products Directive 89/106/EEC the existing
Planning and Building Act will be amended, the Act will be divided into two separate
acts. New Building Act will be drafted in the Ministry of Economic Affairs in 2000.

In order to guarantee that relevant requirements for constructions are being followed,

three implementing decrees (regulations of the government) will be developed after

the Building Act will have been drafted:

e Requirements to the construction projects (following the Directive 89/106/EEC,

e Licensing rules of undertakers and inspectors in building sector

e Rules for conformity assessment of construction materials and construction
products

Administrative capacity

Following the restructuring within the Ministry of Environment, the Construction
Department, which was initially under the Ministry of Environment, was brought over
to the Ministry of Economic Affairs on Jan 1, 2000.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Goods

3.2.1.3. Sectoral Approach Directives

Motor vehicles
[See chapter 5.5. Transport]

Foodstuffs, Veterinary Medicines, Fertilisers
[See chapter 5.2. Agriculture]

Footwear, alcohol, toys, textile

Plans for 2000

The amendments to the Government Regulation of 25 November 1997 “Safety
Requirements and Marking of Toys” in the 3" quarter 2000 enables harmonization
with the Directive 88/378/EEC on safety of toys and improves the surveillance to
ensure the safety of toys.

Plans for 2001-2003

For harmonisation of the legislation in the textiles sector with the EU requirements, it

is planned to draft the following acts in 2002:

e Draft Government Regulation on the marking of textile products (amended text),
which harmonises the Directives 96/74/EC and 97/37/EC on the textile names.

As for the total harmonisation of the mentioned directives, the Government
Regulation No 269 of 11 July 1995 on marking clothes and other textile products
requires many amendments, it has been decided to draft a new text of the regulation.

e For the implementation of Directives 96/74/EC and 97/37/EC and for the
harmonisation of the connected Directives 73/44/EEC and 96/73/EC on certain
methods for the quantitative analysis of binary and ternary textile fibre mixtures, it
1s necessary to pass an Act, which approves the above- mentioned analysis
methods.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Goods

Chemical Substances

The objective for 2000 is to implement the legal acts based on the Chemicals Act that
was adopted on 6 May 1998.

Development of the Chemicals Notification Centre (was established in 31 quarter of
1999) continues with a view to collect and present information on chemicals that are
either produced in Estonia, imported to, exported from or in transit through Estonia,
and on risks related to these chemicals.

The Regulation of the Minister of Social Affairs on handling of hazardous substances
will be adopted for regulating the handling of hazardous substances and preparations
and adopting international quality requirements to toxicology laboratories (GLP for
laboratories). The work and detections made by laboratories are controlled
periodically with laboratory inspection and auditing of surveys. Detailed reports will
be submitted on conducting studies, inspection and auditing.

ILO Convention on Safety of Chemicals (No. 170) will be ratified by the end of 2000.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Goods

EU tractor directives and agricultural machines part of the machines directive

Approximation and implementation of legislation in 2000

According to Estonia's position paper in accession negotiations, the Estonian
legislation and its institutional basis concerning agricultural and forestry tractors have
to be fully adjusted to EU requirements by the year 2003. The position paper provides
for the establishment of an agricultural machines test laboratory at the Estonian
Agricultural Mechanisation Institute (EAMI) by the year 2000, which will perform
type testing/ conformity appraisal of tractors.

With a view to the intended transfer of the State Tractor Register Centre to the field of
government of the Ministry of Roads and Communications, and considering the
requirements laid down in Estonia's position paper for accession negotiations, the
following regulations of the Minister of Roads and Communications have to be
drafted in 2000:

1. Technical inspection rules and 9 implementation rules concerning tractors, tractor-
based machines, other non-road mobile machines and trailers.

2. Additions to the registration rules of tractors and non-road mobile machines and the
rules for granting the right to drive these machines.

The above rules have to be drafted on the basis of Directives 74/151/EEC,

74/152/EEC, 74/346/EEC, 75/321/EEC, etc. (33 basic directives and 54 amending
directives in total).
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NPAA 2000 - Estonia

Ch. 3 Internal Market/Free Movement of Goods

ANNEX

EU directives concerning the area of activity of the EAMI agricultural machines

test laboratory (as of November 1999)

1.

Machine directive 98/37/EC - the part concerning agricultural machines.

2. Wheeled agricultural and forestry tractor directives (2 Tables)

Basic
Directive

Amending
directives,
adjustments to

technical progress,

Decisions

Content of Directive

74/150/EEC

79/694/EEC;
82/890/EEC;
88/297/EEC;
97/54/EC;

Type approval

74/151/EEC

82/890/EEC;
88/410/EEC;
97/54/EC,;
98/38/EC

Certain components and characteristics
(maximum authorised mass, location of rear
licence plate, fuel tanks, additional weights,
horns, allowed noise level, exhaust system)

74/152/EEC

82/890/EEC;
88/412/EEC;
97/54/EC,;
98/89/EC

Speed limit, load platforms

74/346/EEC

82/890/EEC;
97/54/EC,;
98/40/EC

Rear view mirrors

74/347/EEC

82/890/EEC;
97/54/EC;
79/1073/EEC

Windscreen wipers

75/321/EEC

82/890/EEC;
97/54/EC,;
88/411/EEC;
98/39/EC

Steering equipment

75/322/EEC

82/890/EEC;
97/54/EC,;

Radio interference (spark ignition engines)

75/323/EEC

Lighting and light-signalling devices of tools,
machinery and trailers

76/432/EEC

82/890/EEC;
96/63/EC,;
97/54/EC;

Brakes

10.

76/763/EEC

82/890/EEC;
97/54/EC;

Seat

11.

77/311/EEC

82/890/EEC;
97/54/EC;
96/627/EC

Noise level perceived by driver
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12.

77/536/EEC

87/354/EEC;
89/680/EEC;
99/55/EC

ROPS — dynamic testing

13.

77/537/EEC

82/890/EEC;
97/54/EC,;

Exhaust gases

14.

78/764/EEC

82/890/EEC;
87/354/EEC;
97/54/EC;
83/190/EEC;
88/465/EEC;
99/57/EC

Driver's seat

15.

78/933/EEC

82/890/EEC;
97/54/EC,;
99/56/EC

Lighting and signalling - installation

16.

79/532/EEC

82/890/EEC;
97/54/EC,;

Lighting and signalling - type approval

17.

79/533/EEC

82/890/EEC;
97/54/EC,;
99/58/EC

Clutch and reverse

18.

79/622/EEC

87/354/EEC;
82/953/EEC;
88/413/EEC;
99/40/EC

ROPS - static testing

19.

80/720/EEC

82/890/EEC;
97/54/EC;
88/414/EEC

Driver's cab, access, doors, windscreens

20.

86/297/EEC

97/54/EC,;

Power take-off shaft, cut-outs

21.

86/298/EEC

89/682/EEC

ROPS — rear structure of narrow-track tractor

22.

86/415/EEC

97/54/EC,;

Control equipment

23.

87/402/EEC

89/681/EEC

ROPS — front structure of narrow-track tractor

24.

89/173/EEC

97/54/EC,;

Certain components and characteristics

Amending Directives etc

No Directive No Content
1. 79/694/EEC Type approval, Cf.. 74/150

2. 79/1073/EEC Field of vision, windscreen wipers
3. 82/890/EEC Cf.. 74/150

4. 82/953/EEC ROPS static test - adjustment

5. 83/190/EEC Driver's seat - adjustment

6. 87/354/EEC Greek letters
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7. 88/410/EEC Cf.. 74/150

8. 88/411/EEC Steering system

9. 88/412/EEC Maximum speed, load platforms

10. 88/413/EEC Roll-over protection structures - forestry tractors
11. 88/414/EEC Driver's cab, access, doors, windscreens

12. 88/297/EEC Cf.. 74/150

13. 88/465/EEC Driver's seat

14. 89/680/EEC ROPS

15. 89/681/EEC ROPS, front structure of narrow-track tractor
16. 89/682/EEC ROPS, rear structure of narrow-track tractor
17. 96/63/EEC Brakes

18. 96/627/EEC Noise level perceived by driver

19. 97/54/EC Maximum speed

20. 98/38/EC Cf. 74/150, 74/151

21. 98/39/EC Cf. 75/321

22. 98/40/EC Cf. 74/346

23. 98/89/EC Cf. 74/152

24. 99/40/EC Cf. 79/622, ROPS

25. 99/55/EC Cf. 77/536, ROPS

26. 99/56/EC Cf. 78/933, lighting

27. 99/57/EC Cf. 78/764, driver's seat

28. 99/58/EC Cf. 79/533, clutch, reverse
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Medicinal Products

The majority of legislation in the field of medicinal products is harmonised and the
main principles of national legislation are in conformity with the EU law. New
legislation will be prepared and the supervisory mechanism for ensuring observance
of new requirements will be notably strengthened. The plans include amending the
regulatory framework covering the registration of medicinal products and clinical
tests to be carried out with medicinal products.

An outline of the quality system and its implementation plan will be prepared with a
view of speeding up the process of certification / accreditation of the laboratories of
the State Agency of Medicines. These activities will be based on the Directive
88/320/EEC on the inspection and verification of good laboratory practice (GLP).
Preparations to join the Council of Europe Convention No. 50 on preparing European
Pharmacopoeia will be continued in 2000.

Starting from 1 July 2000, the State Agency of Medicines will become the competent
body in the field of veterinary medicinal products pursuant to the Veterinary
Activities Organisation Act. Implementing acts will be drafted for the implementation
of the Act.

The State Agency of Medicines will continue participation in the meetings of the
PERF (Pan European Regulatory Forum on Pharmaceuticals). The objective of such
activities is to improve communication and co-operation with all competent European
public bodies in the field of medicinal products. In addition to fostering co-operation
between regulatory bodies of the EU and Central and Eastern Europe this movement
aims to promote the interests of governments, pharmaceutical industry and users of
medicinal products on the whole European continent. The priorities of PERF are
system of side-effects of medicinal products, issues that are related to good
manufacturing practice, efficiency of medicinal preparations, evaluation of quality
and safety, the role of agencies of medicines, resolution of problems related to the
implementation of legislation and IT problems of agencies of medicines.
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3.2.2. Free Movement of Capital
General principles

Estonia has declared in its position for the EU negotiations on free movement of
capital that we are fully prepared to accept and implement the acquis of this chapter
on accession to the European Union.

Free movement of capital is one of the main pillars of Estonian economic and
monetary policy. It is an important precondition for effective functioning of the
financial system. The Bank of Estonia guarantees free movement of capital in the
fields of its competence.

Payment and Settlement Systems
Priorities for 2000
Inter-bank payment and settlement system

In 1997, the Bank of Estonia decided to implement a new inter-bank payment system
that would be fully compliant with the requirements of the EU. The new system were
to comprise a real-time gross settlement system (RTGS) for large and urgent
payments and a designated net settlement system (DNS) for retail payments. The DNS
project should be ready for test runs by April 2000. Actual implementation of the
system depends on the readiness of market participants and the legislative base. The
RTGS project will be finished by end-2000.

Legal basis

The extent to which the legal basis regulating the payment and settlement system
would correspond to the EU law depends largely on the adoption and implementation
of the Law on Obligations Act (LOA). The Act will presumably be adopted by the
Parliament by July 2000 and become effective in 2001.

The Law on Obligations Act would harmonize the following acquis:

e Commission Recommendation No 97/489/EC of 30 July 1997 concerning
transactions by electronic payment instruments and in particular the relationship
between issuer and holder.

e Directive 97/5 of the European Parliament and of the Council of 27 January 1997
on cross-border credit transfers.

e Directive 98/26/EC of the European Parliament and of the Council of 19 May on
settlement finality in payment and securities settlement systems. This directive
would be harmonized in two stages:

e Firstly, the LOA provides the general framework for harmonizing the
directive, and the Credit Institutions Act of 1999 will give the Bank of Estonia
regulative power for payment and settlement systems.

e Secondly, the regulations of the Bank of Estonia will provide more detailed
rules for the payment and settlement system and bring Estonian legislation into
full compliance with the finality directive.

-
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According to the preliminary assessment, the Bank of Estonia will then have to
change or amend the following regulations:

e Decree of the President of the Bank of Estonia of 17 June 1992 concerning
cashless payments (will be repealed);

e Decision of the Board of the Bank of Estonia No 5-1 of 7 May 1996 on time for
settlement of payments and size of bank charge for overdue payment;

e Decree of the President of the Bank of Estonia No 20 of 26 June 1996 on
establishment of settlement dates of payments.

e Decree of the President of the Bank of Estonia No 35 of 13 December 1996 on
rules for sending and receiving payment orders.

Prevention of money laundering

For more effective money laundering we need to amend the Decree of the President of
the Bank of Estonia No 20 of 9 July 1999 concerning the rules of internal security
measures for credit institutions for prevention of money laundering and the list of
suspicious transactions.

Medium-term priorities (2001-2003)

The next step after the implementation of the RTGS in 2001 is linking it to TARGET.
This link should be ready for test runs no later than by the time Estonia joins the EU
(working hypothesis — the year 2003).

Lastly, following the recommendation of the European Commission 97/489/EC and
Directive 97/5, Estonia plans to establish a body for settlement of out-of-court
disputes.

Plans of the Ministry of Finance

The harmonisation of the Estonian legislative acts with the requirements of the acquis
will continue. The Broadcasting Act will be fully harmonised in 2000 by lifting the
restrictions to the participation of foreign capital at least for the EU member states.
The Law on the Protection of Marine and Freshwater Coasts, Shores and Banks will
also be harmonised in 2000 by amending the provision according to which the state
may pre-empt the sale of real property lying wholly or in part within a construction
prohibition zone to a person who is not a citizen of the Republic of Estonia. The
above-mentioned restriction will be lifted or changed so that it could not be
considered discriminative. In order to remove the provisions in the Foreign
Investment Act and the Security Service Act that enable the Government to impose
restrictions on foreign investments without differentiating between investments
coming from the EU Member States and those originating from third countries the
drafts of amendments to these acts will be worked out in 2000. The adoption of the
mentioned amendments is scheduled for 2001. According to the present plan
harmonisation of the legislation concerning free movement of capital will be
completed by the end of 2002. By that time also other acts containing restrictions on
the free movement of capital — the Aviation Act, the Law of Ship Flag and Registers of
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Ships Act, the Restrictions on Transfer of Immovable Property Ownership to Aliens,
Foreign States and Legal Persons Act — will be fully harmonised.
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3.2.3. Free Movement of Services
Banking

Estonian banking legislation corresponds to a great extent to the EU acquis. The
Credit Institutions Act of 1999 harmonizes most of EU banking acquis, with the
exception of the net settlement directive 96/19/EC and the capital adequacy directive
98/31/EC. Existing legal and institutional framework 1is consistent with full
compliance with the Basle Core Principles on Bank Supervision. If needed, the Bank
of Estonia is ready to establish supervision requirements and other regulations that are
stricter than international minimum standards to take into account the micro and
macro risks in the transition economy of Estonia and strengthen the international
competitiveness of the financial sector.

Priorities for 2000

In the year 2000, Estonia will harmonize its legislation with the net settlement
directive 96/19/EC and the commodity trading portfolio provision of capital adequacy
directive 98/31/EC. In early 2000, the Bank of Estonia will form a working group for
amending the capital adequacy regulation (Decree of the President of the Bank of
Estonia No 18 of 6 July 1999 on prudential ratios of credit institutions. Annex 1.
“Instructions for credit institutions on calculating capital adequacy and reporting
procedures on the solo and consolidated basis”™).

Medium-term priorities (2001-2003)

In the EU negotiations position paper on free movement of services, Estonia requests
a transitional period until 2010 for reaching the minimum guaranteed level of EUR
20,000 required in the deposit guarantee directive 94/19/EC. The Deposit Guarantee
Act of 1998 currently limits the guaranteed amount to EEK 20,000.

The minimum level of the Directive will be reached gradually, according to the
schedule approved by the Board of the Deposit Guarantee Fund. The schedule
specifies the following three steps: EEK 100,000 by 2004; EEK 200,000 by 2007; and
EEK 313,000 (i.e., EUR 20,000) by 2010.

Administrative Capacity
Banking Supervision

Organisation and staff

Banking supervision in Estonia is the responsibility of the Banking Supervision
Department at the Bank of Estonia. Appropriate staffing and structure of the
department are preconditions for maintaining a high standard of supervision.

The structure and activities of the department have followed the development of
international banking supervision practices, but taking into account the special
characteristics of our banking system. At this point in time, there are 23 staff members
in the Banking Supervision Department, two more than the year before. In 2000, the
department plans to employ some additional people. The current employees of the
supervision department are divided into the on-site supervision division (9 people)
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that is responsible for detailed inspection of banks, the off-site division (6) that
provides regular analysis for inspectors and receives feedback from the results of on-
site inspections, and the general supervision division (4) responsible for licensing and
withdrawal procedures and customer complaints. The new Credit Institutions Act of
1999 gave banking supervision greater independence in initiating, elaborating and
implementing the regulations and other secondary legislation on banking system.

Priorities for 2000

Further improvements to the regulatory and supervisory environment of the banking
system

The overall objective of the Bank of Estonia is to guarantee that the banking system is
well-managed, resistant to internal and external shocks, and that the banking
supervision is able to monitor developments in a timely and effective fashion. To that
end, the Bank will review the operation of the prudential framework. The specific
measures include the following.

e The Bank of Estonia revised the regulatory framework to make full use of the
possibilities afforded by the Credit Institutions Act of 1999. The new or revised
requirements, effective as of July 1, 2000 include regulations for licensing of new
banks, “fit and proper” criteria bank owners and managers, and the circumstances
under which holdings in banks in excess of 10 percent of total capital can be
acquired or increased

e The Bank of Estonia will complete by end-2000 a study of the terms and the
structure of private sector credit lines and other market-based instruments to
evaluate the resilience of the Estonian financial system to internal and external
shocks and its ability to ensure access to adequate financing in times of market
disruption.

e The Bank of Estonia and the Government will, by end-2000, develop a common
framework for addressing solvency and liquidity crises in the banking system with
the aim of creating a transparent environment for ensuring the stability of and
confidence in the banking system.

e By March 31, 2000, The Bank of Estonia will implement an improved loan
assessment framework, including a uniform minimum loan-loss provisioning
system that provides scope for partial provisioning.

e The Bank of Estonia will review the current two-tier system for evaluation of
country and transfer risk components in the capital adequacy calculation. If
deemed necessary, a new, more articulated framework will be introduced by
September 30, 2000.

e To facilitate supervision on a consolidated basis, the Bank of Estonia will prepare
a manual with all internal regulations by March 31, 2000.

Cooperation between the Banking Supervision and other supervisory bodies

The Bank of Estonia will sign a Memorandum of Understanding with Estonian
Securities Inspectorate after the adoption of the Securities Market Act. A
Memorandum of Understanding with the Insurance Inspectorate has already been
signed but will be reviewed in 2000. The Bank of Estonia will continue to participate
in insurance and securities market participants licensing committee created at the
Ministry of Finance as well as in the supervisory commission of the Tallinn Stock
Exchange.
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International cooperation of the Banking Supervision includes ongoing negotiations
for signing Memoranda of Understanding with Latvia, Lithuania and Sweden. The
negotiations will be concluded in spring 2000. Amendments to the existent
memorandum with Finland will be signed by July 2000.

Technical assistance

The Bank of Estonia will continue to use the assistance of the IMF and its member
countries in improving the supervisory activities. Partners in technical assistance in
2000 will include the IMF, BIS, and several central banks of the EU Member States
(Bank of England, Banque de France, De Nederlandsche Bank). The fields of training
include derivatives, risk analysis and management, prevention of money laundering,
auditing methodology, competition, etc. Besides technical assistance sources, the
Banking Supervision staff will receive additional training in similar fields financed by
the Bank of Estonia. The monetary value to be spent for training the BSD staff in
2000 is planned to be higher by 43 percent than a year ago (i.e. in 1999).

From February 2000, Estonia participates in the joint pilot program of the World
Bank and the IMF, called Financial Sector Assessment Program (FSAP). The aim of
the pilot program is to evaluate the financial vulnerabilities and strengths of the
Estonian financial sector and evaluate its compliance with the new transparency
initiatives established in the framework of the new financial architecture.

The preparatory mission, that visited Estonia in early March, found the Estonian
financial system regulations largely transparent and complying with the international
standards. Further analysis is conducted currently, and the findings will be made
public in the framework of the Article IV consultation in June 2000.

Medium-term priorities (2001-2003)

Unified supervision

The Government and the Bank of Estonia have decided on a comprehensive strategy
for the consolidation of financial sector supervision under one independent agency
under the public law. The authorities are establishing a joint working party to prepare
by June 30, 2000 the organizational and legal principles and a detailed action plan. In
the medium term, Estonian authorities will continue to prepare the institutional and
legal foundation necessary for the proper functioning of this agency. Considering the
preparatory work needed, the unified supervisory agency presumably become
operational no sooner than in 2002.
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Securities Market

Objectives for 2000

The current Estonian legislation on securities market neither complies with a number
of respective EU directives nor covers the needs for further securities market
development. The Securities Market Act and the Investment Funds Act Amendment
Act initiated by the Parliament in November 1999 introduces some indispensable
amendments. The draft Act on Estonian Central Register of Securities, which will
significantly improve the regulative framework and the reliability of the Estonian
securities market, is also being read in the Parliament. The act will presumably be
adopted in February-March 2000 and will come into effect in the II quarter of 2000.
Several pieces of secondary legislation regulating the running of the Estonian Central
Register of Securities will be drafted to the act and enacted during the year 2000.

The new draft Securities Market Act, which takes into account the respective EU
legislation and regulates the public offering of securities, the providing of investment
services and operating of the regulated securities markets, will be submitted to the
Parliament in the II quarter of 2000. The act should enter into force by the end of
2000 at the latest. Under the act implementation legislation will be drafted during
2000 (above all those pieces concerning the capital adequacy of investment firms,
accounting, data required for listing on the stock exchange etc.).

The draft Investment Funds Act Amendment Act is planned to be elaborated and
submitted to the Government in 2000. The draft will take into consideration the
directives that will probably be adopted on the basis of the proposals initiated by the
European Commission (COM(98)449 and COM(98)451). Several other amendments
and supplements are also scheduled, above all regarding the introduction of new types
of investment funds (the so-called closed-ended contractual investment funds, non-
UCITS, risk capital investment funds etc.).

The drafting of the Investor Protection Fund Act' will proceed in 2000; the act would
harmonise the requirements to the investor compensation scheme foreseen under the
directive 97/9/EC. The draft will be submitted to the Government in the IV quarter of
2000 and enacted in 2001. The draft act provides for a transitional period until 2010 in
order to reach the minimum compensation amount of EUR 20,000 required by the EU
directive.

In 2000 the timetable for introducing the minimum amounts of deposit guarantee as
well as investor compensation will also be outlined.

' The name of the draft act is provisional, most likely a new Compensation Fund Act will be adopted
that would establish a single institutional structure for the management of the deposit guarantee
scheme, investor compensation scheme and mandatory pension funds compensation scheme.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Services

Insurance

Objectives for 2000

The draft Insurance Activities Act. Adoption of the act will significantly improve the
insurance regulation, notably supervision. The draft act substantially increases the
rights and responsibilities of the Estonian Insurance Supervisory Authority (EISA).
The draft act has been submitted to the Riigikogu, the adoption of the act will
presumably take place in the I quarter of 2000. Some pieces of implementation
legislation are planned to be drafted in parallel with proceeding of the draft act in the
Parliament. In fact, substantial part of the implementation legislation already exists
adopted under the Insurance Act currently in force (the most important ones being for
example the Minister of Finance regulations on Accounting and Reporting of
Insurance Companies, Instructions for Calculating the Solvency of Insurance
Companies).

The draft Obligations Act. The chapter “Insurance Contracts™ of the draft Obligations
Act regulates the relations between insurance companies and their clients, whereas
state interests in this respect are mainly connected with consumer protection. The
draft act would harmonise the so-called private law aspects of the following insurance
directives:  73/239/EEC, 79/267/EEC, 88/357/EEC, 90/619/EEC, 92/49/EEC,
92/96/EEC, 95/26/EC. The respective public law aspects will be harmonised with the
draft Insurance Business Act and its implementation acts. The Obligations Act is
currently being read in the Parliament and should enter into force from 1 January,
2001.

Compulsory Motor Third Party Liability Insurance Act. The present Compulsory
Motor Third Party Liability Insurance Act is in principle already corresponding to the
requirements of the EU directives on traffic insurance. The need for working out a
new version of the act has occurred primarily deriving from the Obligations Act (as
the Obligations Act also covers the mandatory traffic insurance contracts) and
secondly due to the problems that have emerged when implementing the present
Compulsory Motor Third Party Liability Insurance Act. The Ministry of Finance
together with the Ministry of Justice has already started drafting the new version of
the act. The working commission set up on 11 November 1999 has planned to prepare
the preliminary draft of the new act by January 2000.

Adoption of implementation legislation under the Insurance Activities Act:

1. Sub-classes of classes of life insurance, non-life insurance and insurance
intermediation — will be established by the Minister of Finance immediately,
supplemented according to the need;

2. Order for calculating the solvency margin of insurance companies — will be
established by the Minister of Finance immediately;

3. Order for calculating insurance technical reserves — will be established by the
Minister of Finance immediately;

4. Requirements for the contents, the form and the basis of drawing up reports by
insurance companies, the dates of rendering accounts and the periodicity of
accounting, consolidated accounts and the minimum data to be published along
with the dates of publishing — will be established by the Minister of Finance
immediately;
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5. Requirements for the liability insurance contract of an insurance broker — will be
established by the Minister of Finance within a month from the entry into force of
the Insurance Activities Act;

6. Order of registration of insurance brokers — will be established by the Minister of
Finance within a month from the entry into force of the Insurance Activities Act;

7. Accounting and reporting of an insurance broker and order for rendering it to the
Insurance Supervisory Authority — will be established by the Minister of Finance
within a month from the entry into force of the Insurance Activities Act;

8. Order of registration of insurance agents — will be established by the Minister of
Finance within a month from the entry into force of the Insurance Activities Act;

9. Accounting and reporting of an insurance agent and order for rendering it to the
Insurance Supervisory Authority — will be established by the Minister of Finance
within a month from the entry into force of the Insurance Activities Act;

10. Order of reporting by the Insurance Supervisory Authority to the Minister of
Finance — will be established by the Minister of Finance immediately.

Administrative capacity

Proceeding from the present Insurance Act and the Insurance Activities Act that
should come into force in 2000 insurance market supervision is carried out by the
Estonian Insurance Supervisory Authority (EISA) operating within the area of
government of the Ministry of Finance. Unlike other Government institutions, the EISA
has not been financed from the general budget; instead, its costs have been covered by
insurance companies. Although such financing system is well known and widely used in
the world, so far its legal regulation has been problematic in Estonia. In the framework
of drafting the new Insurance Activities Act several alternatives have been considered,
including the possibility to cover the costs of the EISA by the general budget. The
financing system of the EISA will be decided upon by the Parliament. In 2000 insurance
market participants will cover the costs of the EISA according to the current system.
Although the rights and responsibilities of the EISA will increase with the
enforcement of the Insurance Activities Act, it will not be necessary to increase the
staff of the supervisory authority. The Estonian insurance market is small and has a
tendency towards even bigger concentration, so the number of insurance companies to
be supervised is likely to diminish further. Therefore the present staff of the EISA (17
officials) is relatively optimal.

-12-



IMVI

[e10ua3 ul uoisiazadns
Q0UBINSUI UI PUB ME[
ooueInsul ur Sururen

[eUOnIPpE padu JON SIJIAISS 2dd/9T/S6
94} JO S[BIOYJO 9 L [elouelly Jo eale oy} ut Ddd/96/26
‘3ununosde uo pue Kyoedeos aaner-jsturupe | 000z oMenb 1 | ‘OFH/6%/26
BIUOISH UI UOWIWIOD (VSI3) Aoy SuIsearour 10J pue uones | JUIW-I0JUd | ‘DAH/619/06
10U 9dUBINSUL K1os1a10dng SIBUIIAS -TuowLIey UONe[SIS[ olqew-nsaxd | ‘DHA/LSE/S8
JO sasse[o Jwos ooueInSu[ ADHAO ‘S90IAIAS 10} pasn wig [ AT quow-ered | ‘OHA/rE/LS
JNOQE SUONEBINSUOD ueIuoISy JO JuswoAowW jnoqe yomym Jo :[Z pue oy} 0} papIwt | ‘OAA/SHE/LS
pa’u VSTd VSIH ‘(dOIN) doueur] 001 Uo sIeurwds | ([ saul| ‘10 Jadeyo 6¢| -qns uasq | ‘DHH/LIT/6L 0V SINIANDY
93 JO S[BIOJO YL, oy Jo 3o3pnq oy, Jo Anstuiy | Jo saues XHIV.L ued JoJA -103pnq aje)g Sey YeIp YL | DHHA/6ET/EL odueINSU]
I[NPIYIS-dwn
‘uae) 3q 03 sdags
‘(qvdam jo 32.10§ ojul (ruo
(Qunowe | wuondydwod 13)ye A1nud Jo dep paseq uone[sIso|
uonejudwIduir 10§ ¢§92.1N0S J13Y)0 pue judsaad je) Spodu Sururea) | (JUNOWIE ‘S3I.INOS JIY)0 dAnBIIPUL s)oe A1epuodas
Spodu gurure.a) pue ‘oury 393pnq d3e)S) Loudge pue Jdue)sisse ‘Qurf 395pnq 99e)lS) |  ‘UoISSTW-nNS 18391 NA pue mep)
JOUB)SISSE [BITUYII ], Sunueuly Sunudwdydury [LRJUURERY Supueulj | J10JouIped | PISIUOULIBH | S}O€ [E3J] UBIUOISH
g ‘L ‘9 g ‘b ¢ ‘z ‘I

0007 uone[si3d Jo uoneyudwd[duwr pue uonewrxoaddy

S92IAISS JO JUBWIBAO|N 88.1-4/18)JB\ [BUIBIU| € YD

eluojsg - 000 VVdN




I.vrl

VSId SIRUIWIOS

‘(AILA) | DO ‘sedIAIS

uonepunoj Jo JuowaA0w

VSId auyi pue 119 ooueINSU] 99JJ UO SIBUTIAS

o Jo s1e3png oy T, oljJel] UBIUO)SH |  JO SALIAS XHIV.L
[e12ua3 ur uorsiazodns
QOUBINSUI UI PUB MB[
ooueINSUI UI FuTUIR])
Jeuonippe padu JON
94} JO STBIOYJO 9L
‘3ununosoe uo pue
BIUO)SH UI UOWOD

10U doUBINSUT SIRUIWIOS

Jo sasse[o owos dDdQ ‘sdd1AIeS

jnoqe SuoONE}NSU0d Jo juowaAow

Padu YSTA VSId 99JJ UO SIBUTIAS

94} JO S[BIOYJO 9L, Yy Jo 198pnq ay |, VSIH ‘O | JO SaLas XHIV.L

I0Y39303[B SOOIAIDS
[e1ouUBUIJ JO BIIE O} UI
Kyoedes aaner-jsiunupe
Sursearour pue uores
-TuOwLIRY UONR[SISI[

10J pasn wig [ JHH
INOQe YOIyM JO 1] 7 pue
01 saur] ‘10 Jordeyo 6¢|
jred JojN -108pnq aie1g

100T
:JUOWI-90I0JUD
‘000 191enb
I -panI-qng

Yy

ooueInsuy AIIqery
Ared payL

10JOJN A1osindwo)

000¢
I91enb 11—

[:pao10JuS pue
papiu-qng

Ddd/92/S6
‘0d4d/96/76
0dd/6v/T6

Odd/619/06
OHH/LSE/88
OdA/bHE/LS
OdA/CYE/LS
OdA/LIT/6L
OAA/6€T/EL

PV SanIANdY
ooueINSU|

oY} 03 UONE[SI3|
uornejuowayduy

S90IAI9S JO JUBSWSAOI 8814183 I.|\ [BUIBIU| € 'YD

eluojsg - 000 VVdN




Imrl

(wg'1 SIRUIWIOS
ANA st 1osloxd ADHAQ ‘S901AIdS
aroym ayy) 309foxd JO juswdAOW
66 dIeyd oy wol 901J UO SIBUTWIIS
Apaed Arenuajod SONIAT)OR Jo sauos XHIV.L 1Oy San1A1OY
‘000C 10§ uoistazadns 105 ‘vorsiazodns aounnsuy 9y Jo uondopy
128pnq s, VSId oy AIBSS200U 2JBMIJOS | dOUBINSUI UI SUTUIR) — Quoyny
woxy 000°0SZ A9 oy Supepdn) | snonunuod papuAU] paou oN. K1o0s1a10dng ooueInsuy
Ioyjegole
SOOIAIRS [RIOUBULJ JO
BaIR O UI AJ1oeded
dATIRIISIUTWUPR
Sursearour 10§
puUE UOIjeSIUOWLIEY saniiqisuodsax
uone[sI39] pue 9ou93adwod
10J pasn wg'| SIRUIIOS o Surkjroads pue Surxy
SIHA Moqe YoIyMm | "AIeSS900U SAINJONIS dDdO ‘soo1Alas Jes ‘JOIN ou3 JO

Jo 1 pue Q[ saull
‘10 I3deyo g¢1 1ed

NA 9y woig 1xoddns
pue doue)SIsse

JO juatuaAot
93J1J UO SIeurwas

oy Suisearour pue
UOISIAI(] 90UBINSU]

oymeys mou o) Suraoxddy
— JOIA oy Jo yusuneda(y

suonmusur Sunsixo

JOIN -198pnq 9181 (S91BIS JOQUISA Jo souos XAIV.L oY) JO SuLIMIONNSOY | SOOIAIOS [eroueul oy SuruoyiSuang
(Qunowe
$32.n0S J13Y)0
‘Quif 393pnq Ije)S) spadu sIseq [€39] 9y} 0)
SYIBWY Surueul | IJUB)SISSE [BIUYII], SpaJu gurure.a ], Surn)nIsay SJUIWPUIW R ATBSSIIIN
‘9 'S L € C T

S90IAI9S JO JUBSWSAOI 8814183 I.|\ [BUIBIU| € 'YD

0002 A)deded danensuIpy

eluojsg - 000 VVdN




NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Services

The Unified Financial Supervisory Authority (FSA)

Administrative Capacity

By merging the present separate supervisory institutions - the Banking Supervision
Department of the Bank of Estonia, the Insurance Supervisory Authority and the
Securities Inspectorate - into a single FSA it is expected to achieve new quality in
financial sector supervision. The establishment of an effectively operating FSA will
ensure the independence of the authority, sufficient financing and co-operation
mechanisms between the Bank of Estonia and the Ministry of Finance. The process
began in 1998 and was carried on in 1999, the most important events being the
decisions about unification made by the Government and the Bank of Estonia, the
additional legal analysis regarding the institutional subordination and the preparation
of the Phare project to finance the unification. The process will continue in 2000 with
the elaboration of a detailed action plan for merging. After the principal decision by
the Government on the institutional organisation of the FSA will be made the actual
work of establishing the FSA and elaborating the necessary legislation follows in
2000-2001. The implementation of the legislative amendments and the practical
unification of supervisory institutions are scheduled for 2002.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Services

3.2.3 Money laundering

Approximation of legislation 2000

- Money Laundering Prevention Act Amendment Act
Responsible authority: the Ministry of Internal Affairs
Deadline: 2nd quarter of 2000

Financing: Ministry of Internal Affairs (operating costs)

- Credit Institutions Act Amendment Act

Responsible authority: the Ministry of Internal Affairs
Deadline: 2nd quarter of 2000

Financing: Ministry of Internal Affairs (operating costs)

The Bank of Estonia will amend Regulation No. 20 of the President of the Bank of
Estonia of 9 July 1999 "Procedure for Internal Security Measures in Credit
Institutions to Prevent Money Laundering, and the List of Suspicious and Unusual
Transactions.

Administrative capacity 2000

- Establishment of a co-ordinating committee to prevent money laundering
Responsible authority: the Ministry of Internal Affairs

Deadline: 2nd quarter of 2000

Financing: budget of the Ministry of Internal Affairs (operating costs)

- Integration with the EGMONT group uniting Information offices on money
laundering and introduction of Egmont Secured Web allowing the Information
offices to exchange information.

Responsible authority: the Police Board

Deadline: 2000

Financing: Police Board (art 37)

Administrative capacity 2000

- Preparation of a programme and relevant sub-programmes regarding the
development of information technology for the Information Office on Money
Laundering will continue. It is necessary to obtain special software for analysts -
Analyst notebook, to enhance the fight against money laundering and other serious
crimes.

Responsible authorities: the Police Board, the Security Police Board

Deadline: 2000 — 2001

Financing: Police Board and the Security police Board (art 37)

Estimated costs: 2000: 500 000

- Bringing the structure and personnel of the Information Office on Money
Laundering in conformity with actual needs: it is necessary to establish an
information collection and surveillance group, an analysis group and a strategic
analysis and planning group within the framework of the Information Office on
Money Laundering.

Responsible authority: the Police Board

Deadline: 2000 — 2002

Financing: Police Board (operating costs)
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2000: 4 persons

- Preparation and implementation of training programmes and relevant sub-
programmes for officials of the Information Office on Money Laundering, the
Financial Fraud Police and liaison officers.

Responsible authority: the Police Board

Deadline: 2000 — 2002

Financing: Police Board (art 49)

Administrative capacity 2001 — 2003

- Bringing the structure and personnel of the Information Office on Money
Laundering in conformity with actual needs will continue: it is necessary to
establish an information collection and surveillance group, an analysis group and a
strategic analysis and planning group within the framework of the Information
office on money laundering.

Responsible authority: the Police Board

Deadline: 2000 — 2002

Financing: Police Board (operating costs)

2001: 3 persons

2002: 1 person

- Preparation and implementation of training programmes and relevant sub-
programmes for officials of the Information Office on Money Laundering, the
Financial Fraud Police and liaison officers will continue.

Responsible authority: the Police Board

Deadline: 2000 — 2002

Financing: Police Board (art 49)

- Preparation of a programme and relevant sub-programmes regarding the
development of information technology for the Information Office on Money
Laundering will continue. It is necessary to obtain special software for analysts -
Analyst notebook, to enhance the fight against money laundering and other serious
crimes.

Responsible authorities: the Police Board, the Security Police Board

Deadline: 2000 — 2001

Financing: Police Board and the Security police Board (art 37)

Estimated costs: 2001: 4 200 000
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3.2.4. Free Movement of Persons
[Coordination of Social Security Schemes — see 6.1.3. Social Security]

Mutual Recognition of Diplomas and Professional Qualifications

The Professions Act that was planned to be adopted in 1999 has been replaced on the
one hand by the Professional Qualifications Obtained in a Foreign Country Act that
was drafted by the Ministry of Education and will enter into force in 2000 and, on the
other hand, by the Vocations Act that is being drafted by the Ministry of Social
Affairs and will enter into force in 2001. The objective of the Professional
Qualifications Obtained in a Foreign Country Act is to lay down the basis and
procedures for recognition of professional qualification obtained in a foreign country
in professions regulated by law.

The new Health Care Activities Organisation Act that was drafted in 1999 will
regulate the activities of a person who has obtained a profession regulated by EU
Sectoral Directives such as medical doctors, dental practitioners, pharmacists, nurses
of general care and midwives in a foreign country. The new act will enter into force
on 1 January 2001.

By law, starting from 2001, the recognition of diplomas and professional
qualifications will be carried out by a state agency set up in the area of government of
the Ministry of Social Affairs. The duties of this state agency include organisation of
recognition of diplomas obtained by citizens of Estonia obtained by the professional
qualification of health care in third countries.

The right of establishment and right to provide service of veterinary surgeons will be
regulated with the Veterinary Activities Organisation Act Amendment Act that will be
submitted to the Government of the Republic in the second quarter of 2000.
Harmonisation with the Directive 78/1026/EEC will be completed by the amendment.

The draft amended Bar Association Act will be submitted to the Government of the
Republic in the second half of 2000 and is envisaged for adoption in 2001. The draft
act will the regulate provision of legal services, remove citizenship restrictions on
service providers and harmonise fully the requirements of Directives 77/249/EEC,
89/48/EEC and 98/5/EC. Lawyers of the EU Member States will be granted access to
the Estonian market for legal services upon Estonia's accession to the EU.

The mutual recognition of diplomas and qualifications will be harmonised with EU
requirements by the end of 2002.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Persons

Free movement of workers

The new Labour Market Services Act was prepared in 1999 that will amend the Social
Protection of the Unemployed Act. This act will be implemented from the second half
of 2000. Article 17 on vocational counselling will enter into force in 2001. The
Labour Market Services Act will regulate the provision of employment services to
employers and workers (incl. unemployed) and issuing activity licenses to private
providers of employment services. The Social Protection of the Unemployed Act
Amendment Act lays down the new procedure for registering unemployed and
payment of unemployed benefits. Current conditions of registering unemployed
persons will become pre-conditions to get unemployment benefits. All non-working
persons from 16 years of age to old-age pensionable age who are registered as
unemployed and seek work will be registered as unemployed. This will be the basis of
harmonising statistical data on registered unemployment with that employed in EU
Member States.

The wide-area network of state employment offices was completed in 1999. The draft
of the Labour Market Services Act provides for setting up databases on employment
services and job-seekers. The Labour Market Board continues to implement and
develop software for the employment offices’ information system (incl. setting up and
maintaining a national database on vacant jobs, job-seekers and employment
services). The Ministry of Education will amend the Vocational Educational
Institutions Act with a view of approving a procedure for payment of tuition costs by
citizens of EU Member States in vocational educational institutions on the same basis
as Estonian citizens. The amendment by which the studies of citizens of EU Member
States will be funded from the state budget will enter into force upon Estonia’s
accession to the EU.

Free movement of workers will be guaranteed by harmonising the Estonian legislation
with the Regulation No. 1612/68/EEC on the free movement of workers within the
Community by 2002. Citizens of EU Member States will have equal rights with
citizens of Estonia in terms of employment and other working conditions, taxation,
membership in trade unions, education and place of residence.

The Ministry of Social Affairs will continue to co-ordinate the activities of vocational
councils in preparing a system of awarding professions and qualifications in 2001-
2003.

With a view of enabling EU citizens to be employed in civil service (except for the
courts, police and state defence), the Ministry of Justice will prepare amendment of
the Public Service Act pursuant to the rulings of the European Court of Justice in
2002.

For implementing Regulation No. 1612/68/EEC on the free movement of workers
within the Community and pursuant to the Decision 93/569/EC on the European
employment mediation system (EURES) for implementing the said Regulation:

I. In 2001 labour market institutions which will specialise in job mediation,
exchanging information with EU Member States and the Commission and which
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Persons

will provide services to the citizens of EU Member States in Estonia will be
appointed by a regulation of the Minister of Social Affairs.

2. In 2001-2003 the Labour Market Board will continue development and
implementation of the software of employment offices’ information system. In
2002 the Labour Market Board will join the Estonian database on job-seekers and
vacant jobs with the European employment mediation system (EURES). A
communication channel will be set up to exchange information between the
Estonian database on job-seekers and vacant jobs and the central database of
EURES.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Free Movement of Persons

Citizens’ rights

The issues related to the personal identification documents of Estonian citizens and
aliens will be regulated with the Personal Identification Documents Act which will
enter into force on 1 January 2000. Various forms of identity documents will be
approved in implementing acts. By the time of accession, Estonia will be prepared to
issue identity documents that comply with EU requirements on document security. A
new system of identity documents will be set up. The by-laws and the procedure of
setting up a state register on aliens, a state register of identity documents and a state
visa register will be approved by the regulations of the Government by 2000. All these
registers will be set up as part of meeting the terms laid down in the Schengen
Convention. The completion of these registers will take place in 2002.

The Aliens Act Amendment Act will provide the format of an EU residence permit and
the rules on filling out the permit, restrictions for workers and self-employed persons
who are citizens of third countries to enter the state, permission of students to enter
the state, residence of long-term residence in the state, restriction of illegal
employment of citizens of third countries. The draft act will be prepared in the second
quarter 2002 and is due to enter into force in the fourth quarter 2002.

The IdentityDocuments Act will be amended in 2002 with a regulation on permission
to return to Estonia for aliens who lawfully reside in Estonia. Amendments will
harmonise the Estonian legislation with EU requirements on an emergency travel
document (96/409/EC). The amendments will enter into force upon accession. The
new system of identity documents will be set up on the basis of acts governing the
issue, replacement and revocation of identity certificates and the format and technical
specification and a list of information to be entered in the identity document.

The use of visa stickers that comply with EU requirements will be adopted by the
Minister of Foreign Affairs with a view of harmonising the Estonian legislation with
Regulation 1683/95/EC. The visa sticker may be employed on the accession to the
European Union.

The Local Government Council Election Act will be amended in 2002 to establish the
right of EU citizens to vote and to be elected in local government elections (Directive
94/80/EC). The Riigikogu Election Act will be amended in 2002 to establish the right
to vote and to be elected in elections to the European Parliament (Directive
93/109/EC). These amendments will enter into force upon accession.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Comeetition and State Aid

3.3. Competition and State Aid
Competition

With the entry into force of the new Competition Act on the 1 October 1998 Estonian
competition law is largely compatible with the acquis. The Government of the
Republic Regulation No. 111 of 23 March 1999 established block exemptions for four
categories of agreements that restrict or may restrict free competition (franchise
agreements, exclusive distribution agreements, exclusive purchasing agreements,
motor vehicle distribution and servicing agreements). The Government of the
Republic Regulation No. 359 of 23 November 1999 established block exemption on
certain categories of technology transfer agreements, which restrict or may restrict
free competition. During the first quarter 2000, block exemptions concerning three
additional categories of agreements, which restrict or may restrict free competition,
will be established. Consequently, the obligation to apply the EC principles on block
exemptions concerning certain types of agreements that restrict or may restrict free
competition is fulfilled in the field of approximation of legislation.

Objectives

The main objective of the approximation of legislation is to draft the amendments to
the Competition Act in order to establish the complete merger control and
simultaneously introduce the necessary amendments taking into account the
developments in the EC competition law and the case law.

In 2000 the priority regarding the legislation is to amend the Competition Act in order
to introduce the complete merger control in 2001. The amendment will be drafted by
the working-group established by the Ministry of Finance. The deadline for the
submission of the draft Competition Act Amendment Act and the drafts of the relevant
secondary legislation to December 2000. According to the agreement reached during
the screening process the complete merger control will be enforced during 2001.

Concerning strengthening of the administrative capacity, the objective is
reinforcement of the Competition Board by hiring new employees (good economic or
legal education and knowledge of foreign languages are required) and providing
additional training for new and present employees in the supervision and effective
implementation of the Competition Act. During 2000 in the framework of Phare
assistance programs training for the employees of the Competition Board has been
designed to provide them with skills and experience for effective implementation of
the Competition Act. The training has been planned in the form of seminars and expert
advice on competition cases and also in the form of gaining experience of application
of competition law in the EU Member States’ competition authorities.

At present the preparation for decentralisation of the application of the EC
competition rules is taking place in the EU; this means that the European Commission
intends to give significantly more competition cases that affect trade between the
Member States, to be treated by the national competition authorities and national
courts. Considering these developments in the EU and the Estonian probable
accession date January 2003, the preparation of the competition officials and judges to
be ready for the application of the competition law of the European Communities
equally with the other Member States is of special attention.
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As judges have an important role in the application of the Competition Act the
introduction of the Estonian competition law and the EC competition law along with
its enforcement practice are especially important to judges.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Comeetition and State Aid

State Aid

Objectives for 2000
The Competition Act Amendment Act was passed in the Riigikogu on 10 November
1999 and enters into force on 1 January 2000.

The purpose of the amendment of the Competition Act was an obligation to bring the
Estonian Competition Act in line with the principles of Article 87 of the Amsterdam
Treaty (the former Article 92 of the EC Treaty) and to give the Minister of Finance a
mandate to issue regulations that would provide conditions and criteria for assessing
state aid.

During the readings in the Riigikogu the provision delegating authority has changed.
According to the passed amendment the Government establishes the conditions and
procedure for granting State aid.

Approximation of legislation
In 2000 the Ministry of Finance plans to draft the following Government Regulations:

Government Regulation on de minimis aid ;

Government Regulation on aid for small and medium-sized enterprises;
Government Regulation on aid to employment

Government Regulation on regional aid;

Government Regulation on aid for research and development;

Government Regulation on aid for environmental protection;

Government Regulation on aid for rescuing and restructuring firms in difficulty.

The entry into force of the Competition Act Amendment Act, (by which the provision
delegating authority to issue the conditions and procedure for granting state aid is
established) was somewhat delayed. For this reason the above mentioned list of the
Regulations includes 3 legislative acts previously provided in the NPAA for 1999.

Proceeding from the Europe Agreement (establishing an association between the
European Communities and their Member States, of the one part, and the Republic of
Estonia, of the other part) and from the Competition Act, the Ministry of Finance
undertakes an obligation to compile on the basis of state aid inventory consolidated
report on State Aid given in Estonia in 1999. The report will be presented to the
Government in the II half of 2000. After the approval the report will be submitted to
the DG-Competition of the European Commission.

The Ministry of Finance proceeds with the compilation of the regional aid map.
With the help of Phare experts under the European Union Integration Project the

Ministry of Finance will examine the following laws from the point of view of state
aid: Taxation Act, Privatisation Act, State Support Enterprise Act.
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NPAA 2000 - Estonia Ch. 3 Internal Market/Comeetition and State Aid

Administrative capacity

In order to improve the administrative capacity, the Ministry of Finance plans to
recruit one additional official, whose responsibilities will be the compilation of the
inventory and solving the current problems connected with the inventory.

In co-operation with Phare experts the Ministry of Finance will elaborate a more
effective mechanism aimed at monitoring de minimis aid. The Ministry of Finance has
applied to the European Union Integration Project for additional financing to execute
this task.

The Ministry of Finance continues the training of the staff of the State Aid and
Analysis Division in the fields of state aid, financial analysis and to improve the
command of English. One of the assignments of the Phare experts, invited under the
European Union Integration Project, is to train the staff of the State Aid Monitoring
Division.

In addition to that, the Ministry of Finance applies for additional funding under the
European Union Integration Project in order to organise with expert assistance
training for state aid grantors. The training will be based on the case study and
provide supplementary knowledge needed for filling in the notification and reporting
forms.

Taking into consideration the developments in the EC legislation and the entry into
force of the Competition Act Amendment Act on 1 January 2000, the Ministry of
Finance will supplement the State Aid handbook for State aid grantors.

Approximation of legislation in 2001-2003

2001:

e Government Regulation on calculation of the cash grant equivalent of a soft loan;

e Government Regulation on cumulation of aid;

e (Government Regulation on aid in the public authorities’ and public undertakings’
activities;

e Government Regulation on aid for undertakings in deprived urban areas;

e Government Regulation on training aid.

2002:

e Government Regulation on aid to the synthetic fibres industry;
e Government Regulation on aid to the motor vehicle industry;
e Government Regulation on aid for certain steel sectors;

e Government Regulation on aid to shipbuilding.
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NPAA 2000 - Estonia Ch. 4 Economic and Fiscal Affairs

4. ECONOMIC AND FISCAL AFFAIRS

4.1. Economic and Monetary Union

The principles and legislation of Estonian economic and monetary policy are
generally consistent with the EMU acquis. Based on the conclusions of the screening
of the EMU chapter, Estonia is prepared to accept the acquis with respect to the
economic and monetary union to the required extent on accession to the European
Union. Estonia does not intend to request any transitional periods to the agcuis in this
chapter.

Estonia will continue to harmonize the principles of economic and monetary policy
with the acquis and will guarantee effective implementation of these principles with
the ultimate goal of becoming a full member state of the EMU.

Priorities for 2000

The revised State Budget Act became effective as of January 1, 2000. The
amendments reflect the requirements of the Stability and Growth Pact by stipulating
multi-annual planning of the state budget cycle, including a consolidated budget and
economic policy program for three years. Estonian experts, with technical assistance
from the IMF, are drafting a new State Budget Act that will be more completely
consistent with European requirements. The new draft will be submitted to the
Parliament by July 2000.

Preparation of such medium-term Economic Development Plan for 1999-2003 has
been concluded, and Estonia expects to sign a Joint Assessment with the European
Commission by end-March, 2000. We believe that the Joint Assessment framework
together with the participation in the pilot project for the excessive deficit procedure
will provide us valuable experiences for future participation in the economic and
fiscal policy cooperation in the EU.

The Bank of Estonia will continue the analysis of the Bank of Estonia Act and related
monetary policy legislation in order to make it fully consistent with the EMU acquis.
The analysis will be completed by mid-2000 and necessary amendments will be
proposed by end-2000.

In parallel to the legal analysis, the Bank of Estonia is actively preparing changes in
the operational framework for monetary policy consistent with the strategic aim of
ensuring monetary stability in Estonia both before and after accession to the EU. By
June 2000 the Bank should be ready to introduce a new structure of reserve
requirements and additional liquidity requirements with the aim of reducing market
distortions inherent in the current monetary framework. However, these changes will
not compromise the level of liquidity buffers of the currency board system. An
outcome of the broader analysis will be a strategy for joining the ERM 2 and,
ultimately, the euro area.

Medium-term priorities (2001-2003)

In the field of monetary and exchange rate policy, the authorities will guarantee the
readiness of the Bank of Estonia and our monetary policy for participation in the
ERM 2. Also, as euro will replace the German Mark as legal tender on January 1,

-
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2002, Estonia will introduce the necessary legal changes into the Law on the Security
of the Estonian Kroon and related legal acts by that date.

Representatives from the Estonian Board of Statistics and the Ministry of Finance
participate in a pilot project with the Eurostat and EU Member States for compiling
the budgetary position according to the EU requirements for the excessive deficit
procedure. The Ministry of Finance plans to start calculating the fiscal position based
on ESA methodology from the year 2002.

The medium-term goal of general economic policy is to guarantee a stable
development path for the Estonian economy according to the Copenhagen criteria and
a gradual convergence with the Maastricht criteria as outlined in the medium-term
Economic Development Plan for 1999-2003. The Plan will be reviewed and updated
each year to reflect Estonia’s progress and economic realities.
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4.2. Taxation

VAT

In 1999, the Riigikogu passed the Value Added Tax Act and Taxation Act Amendment
Act, whereby the legislation in the field of VAT concerning VAT refunds was
adjusted to the acquis, and the majority of the few VAT exemptions that are not
allowed in the EU were abolished. A new Value Added Tax Act Amendment Act that
would harmonise the acquis concerning the VAT exemptions and zero-rates is
scheduled to be submitted to the Government in 2000. In the main parts, the VAT
legislation will be adjusted to the acquis by the planned adoption of the new Value
Added Tax Act in 2001 and its entry into force from 2002. Complete harmonisation
with the EU acquis in the field of VAT will be achieved by the time of accession
(except the transition period, applied for retaining the zero-rate value added tax on
electricity generated by wind and hydro-electricity until the end of 2006).

Excises

Proceeding from the legal acts regulating the EU excise duties, the main difference is
the lack of warehousing system in Estonia. The Alcohol Excise Duty Act harmonising
the EU legislation related to alcohol excise duty is being worked out, that is planned
to be submitted to the Government in the first quarter of 2000 and carried into effect
on 1 January 2001, at the latest. The draft act will be harmonised with the acquis on
alcohol excise duty as well as with the directive 92/12/EEC, regulating the
warehousing system, as concerns alcohol.

As regards tobacco excise duty, harmonisation of the tax system and warehousing is
scheduled from year 2002. Regarding harmonisation of tobacco excise tax rates,
Estonia has applied for a transition period.

As regards motor fuels and light fuel oils, the Fuel Excise Tax Act provides for the
gradual transition to the minimum rates compulsory in the EU states, which can be,
according to the law, reached by the end of 2001.

Concerning tax rates of aviation gasoline, leaded petrol and heavy fuel oils, the
complete harmonisation will be possible in 2005 (2004). The draft Fuel Excise Tax
Act Amendment Act, which will be submitted to the Government in May 2000,
introduces the excise tax on heavy fuel oils from December 2001 and includes the
timetable of the gradual approximation of the tax rate to reach the EU minimum rate
by the end of 2004. In concordance with the Council Directive 92/81/EEC the new
draft also widens the fuel excise tax scope to products similar to fuels and to the
components and additives of fuels.

The Mineral Oil Excise Tax Act and the Fiscal Marking of Liquid Fuel Act
Amendment Act are scheduled to be drafted and carried into effect by 2002. Under the
mentioned acts the Estonian legislation will be completely harmonised with the acquis
by accession, except for the stipulations the transition period has been applied for in
the position paper.
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Supervision

The possible need for administrative changes in the Tax Board in 2000-2003 in

relation with the application of the EU acquis in the Tax Board primarily proceed

from the following:

e Amending the legislation on value added tax and excise duties;

e Priorities of the Tax Board’s action programme compiled on the basis of the
framework of the “Business Change Management Plan”, worked out by the DG
XXI of the EU and IOTA.

1. Supplementing the legislation on value added tax and excise duties.
Administrative changes are related to the implementation of the supplemented VAT
legislation, requiring the use of documentation harmonised with the tax
administrations of the EU, implementation of the VAT Information Exchange System
(VIES), gathering and processing the statistic information concerning the EU common
market.

Amendments to the legislation related to excise duties entail a need to develop excise
warehousing systems, carry out new kind of audits etc. In connection with the above-
mentioned amendments, informing of the private sector of every innovation and
reorganisation is intensified.

2. Priorities of the Tax Board’s action programme compiled on the basis of the
framework of the “Business Change Management Plan”, worked out by the DG
XXI of the EU and IOTA.

The action programme comprises the following fields of the tax administration:
1) Rights and obligations of taxpayers;
2) Ethics;
3) Organisation and management;
4) Human resources;
5) Training;
6) Communication;
7) Revenue collection and enforcement;
8) Fiscal control,
9) Administrative co-operation and mutual assistance;
10) Information technology.

In addition to the above-mentioned action programme, an analysis of the needs and
impacts will be performed in the Tax Board, which is a precondition for drawing up
the “Business Change Management Plan”.

The Tax Board’s technical assistance and training needs will become evident after the
completion of the “Business Change Management Plan” at the beginning of 2000
inasmuch as priorities together with their schedules of implementation and resource
needs are determined there.
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4.3. Statistics
Balance of payments and banking statistics

Balance of payments and banking statistics, i.e. the statistics collected by the Bank of
Estonia (BoE), as a rule, complies with the standards and the acquis of the European
Union (EU). Despite of that the BoE intends to analyse more carefully the conformity
of the legislation and the compiled statistics with the EU requirements and if needed,
implement necessary amendments.

Priorities in 2000

In 2000, in balance of payments statistics, the current Regulation of the President of
the Bank of Estonia (as of 1996) has to be amended for improving the collection of
data on international settlements of commercial bank clients.

In banking statistics, harmonisation of regulations with the requirements of the
European Central Bank (ECB) is continued (i.e. with the ECB Regulations No
2818/98 (on the application of minimum reserves) and No 2819/98 (concerning the
consolidated balance sheet of the monetary financial institutions) which entered into
force on 1 January 1999). First and foremost, it is intended to change the additional
balance sheet accounts of banks (i.e. to amend Regulation No 10 of the President of
the Bank of Estonia of 1 April 1997 “The additional accountancy of credit
institutions”).

Practical activities

The BoE continues analysing the collected financial statistics and the respective
methods with the aim of ensuring their conformity to the above requirements of the
EU and the ECB. The results of the analysis will be taken into account in drafting
amendments to the Bank of Estonia Act to ensure the compliance of Estonian
legislation with the acquis, including the Council Regulation (EURATOM/CEE) No
1588/90, Directive No 95/46/EC of the European Parliament and the Council, and the
ECB Regulations (EC) No 2818/98 and No 2819/98.

The tentative (intra-Bank) compilation of monthly balances of payments and
improvement of the respective methodology are continuously dealt with.

The BoE keeps on periodically transmitting data to Eurostat on banking statistics,
balance of payments and the International Investment Position.

According to the recommendations of the mission of the IMF and the ECB from 30
September through 13 October 1999 the BoE has:

1. to classify the institutions belonging to the financial sector, paying special attention
to those which are defined as Monetary Financial Institutions (MFI) pursuant to the
ECB Regulation No 2819/98;

2. to consider the possibilities of collecting data from savings and loans associations
and the investment funds which correspond to the definition of the MFI, and to take
steps to start actual data collection,;

3. to tentatively compile the consolidated balance sheet of MFIs pursuant to the ECB
Regulation No 2819/98 of ECB;

-10-



NPAA 2000 - Estonia Ch. 4 Economic and Fiscal Affairs

4. to study and continuously observe additional statistical requirements developed and
to be developed as guidelines of the ECB. At present, the ECB is developing
requirements for turnover statistics.

Priorities in mid-term perspective (2001-2003)

One of the priorities is to ensure the conformity of statistical legislation and practice
to the above mentioned and the possible new requirements of the ECB and
agreements in the fields within the BoE competence by amending the Bank of Estonia
Act proceeding from the results of the working group set up in the BoE , by passing
the amended version of the Act and if necessary, by amending the Official Statistics
Act..

The adoption of the Law of Obligations Act would simplify the collection of the
information for balance of payments statistics. The purpose is to improve the quality
and promptness of the balance of payments to enable the BoE to compile it on
monthly basis as required by the ECB. The information collection system will also be
subject to changes in 2001. The BoE intends to switch from the current open system
of balance of payments compilation to the partly open one. As for incoming payments
the direct reporting system will be introduced.

Another priority is to draw a list of the definitions to be changed in order to bring the
balance sheet accountancy of credit institutions into line with the ECB Regulation No
2819/98, and to agree with credit institutions on the timetable for implementing the
respective changes.

In addition, the BoE has to take statutory and other measures to ensure the accordance
of statistics of other financial institutions, which correspond to the definition of MFI,
with the ECB Regulation No 2819/98 by the time of joining the EU at the latest.

Statistics collected by the statistical Office

Harmonisation of legislation

The Ministry of Finance intends to submit the draft Official Statistics Act Amendment
Act* to the Government in the 1st quarter of 2000. The draft will harmonise sections 8
and 9 of the current act, which are not yet in line with the EU requirements (it will
apply the principle of the Council Regulation No 322/27 concerning the requirement
to use data collected by statistical surveys only for statistical purposes). In addition,
the draft act will contain the authorisation rule to establish official classifications and
will give the Statistical Office a mandate to directly communicate with government
agencies in order to ensure more effective and operative conduct of statistical surveys.

Implementation of the acquis in 2000-2002

The Statistical Office has set a goal to bring the ruling part of production of statistics
into accordance with the requirements of the Statistical Office of the European
Communities, Eurostat, by 2002. Drawing up the annual programme of official
statistical surveys requirements of the EU and other international organisations are
taken into account. The role of international organisations that the Statistical Office
supplies with statistical data is worth mentioning: Eurostat, OECD, IMF, the
Economic Commission for Europe, World Bank, ILO, FAO, WHO, UNICEF, etc.

-11-



NPAA 2000 - Estonia Ch. 4 Economic and Fiscal Affairs

The work of the Statistical Office related to the integration to the EU is based on the
National Programme for Adoption of the Acquis (NPAA) of 1998 and 1999 submitted
to Eurostat. The Programme was drawn up proceeding from Eurostat’s Compendium
of Statistical Requirements which contains the requirements of the acquis
communautaire, and other EU and international organisations’ requirements by the
fields of statistics.

Several working groups have been set up to ensure carrying out the programme for
harmonisation of statistics; classifications and methodologies are being translated.
Much attention is paid to the harmonisation of definitions.

The main pending tasks of the Statistical Office comprise

® implementing the acquis communautaire, applying international methodologies,
classifications and standards, including those of the EU, in 2000-2002

® improving statistical surveys taking into account the EU requirements, in 2000-
2002

e translating methodological materials and classifications, adapting them to Estonian
conditions, in 2000-2002

The implementation of the main tasks in statistics has been scheduled as follows:

1. Drafting and submitting the following regulations depends on the adoption of the
Official Statistics Act Amendment Act:

1) The draft Regulation of the Government of the Republic on the Protection of
Statistical Data* will be submitted to the Government in the 4th quarter of 2000.

2) The implementation of the Regulation on Classifications, the establishment and
approval of classifications by the Government (4th quarter 2000).

The following classifications, relevant from the point of view of the EU-accession, are
already being used by the Statistical Office and should be approved by Government
regulations during 2000:

e the Statistical Classification of Economic Activities, EMTAK;
e the Statistical Classification of Territorial Units, NUTS;
e the International Statistical Classification of Education, ISCED.

The full implementation of the Classification of Products by Activity, CPA, and the
Classification of Products, PRODCOM, will be completed by the year 2002. By now,
the classifications have been translated into Estonian. The preliminary Estonian
versions of the classifications will be outlined by the end of 2000.

2. In national accounts and macroeconomic statistics the acquis will be fully
implemented in 2002.

In 2000, the implementation of the European System of Accounts 95 (ESA95) will
continue. Using the support from the Open Estonia Foundation the Statistical Office
intends to publish the Estonian version of ESA95 in 2000. The compilation and
publication of input-output tables for the year 1997 is an essential landmark in the
implementation of recommendations of ESA95 (full implementation by 2002).
Moreover, in 2000, in financial accounts compilation the data quality will be
improved and data sources complemented regarding the household surveys and
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general government statistics. In addition, it is intended to further develop regional
GDP estimation, first of all, by developing respective methodology, and
complementing data sources (for example in case of sole proprietors).

3. Foreign trade statistics

e In foreign trade statistics, alongside with the General Trade System, the Special
Trade System will be fully implemented in 2000.

® In 2000 and henceforth preparations for implementing INTRASTAT will continue
(mainly training the specialists of the Statistical Office for the implementation of
INTRASTAT in the future).
The collection of intra-Community trade statistics is carried out by means of the so-
called INTRASTAT system, which is uniform for the EU Member States. The
maintenance and development of the system is financed by the EU (Edicom
programme). INTRASTAT s questionnaires are strictly regulated and enterprises are
rendered assistance in technology and regulations. Since on accession to the EU
Estonia will also be incorporated into the INTRASTAT system, the rules for
submitting foreign trade accounts by enterprises have to be enacted in Estonia prior to
the accession.

® In 2000 the development and introduction of average price and quantity indices of
a foreign trade-based commodity unit will continue in the Statistical Office.

4. Price statistics

According to the timetable of the respective Eurostat project preparations for
implementing the harmonised consumer price index will be carried out in 2000-2002.
Hence, in 2000, it is intended to elaborate the estimation of expenses in the services
sector, paying special attention to finding solutions in the more problematic fields for
Estonia (tourism, housing).

5. Business statistics and the Enterprises Register

e The Statistical Office plans to establish, in co-operation with the Enterprises
Register, a statistical register of economically active local units by the year 2002 at
the latest.

For the production of statistics data are needed from the Local Units Register to be

created. At present, the Statistical Office is using the following statistical units:

enterprise, agency and local kind of activity unit (LoKAU) or establishment. Based on
the data of the Local Units Register the Statistical Office can start using the currently
missing statistical units: local units (LoU) and kind of activity units (KAU) (pursuant

to the Council Regulation No 696/93).

® The harmonisation of yearly and short-term statistics with the EU requirements by
2002 will comprise the development and introduction of a uniform annual
questionnaire for enterprises, EKOMAR, and improvement of the monthly and
quarterly reporting.

In this regard, the respective questionnaire will be set up on the Statistical Office’s

Internet homepage and enterprises will be informed so that they could introduce

primary accounts. The official collection of statistical data will be launched in 2001.

® In transport statistics, full harmonisation with the EU requirements will be
achieved in 2002.
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In 2000, data sources will be further improved, the sea and rail transport data to be
published will be subject to more detailed breakdown. Air and passenger transport
statistics already complies with most of the acquis requirements.

6. Individuals statistics

e The conduct of the 2000 Population Census, which serves as a basis for several
other surveys and vital statistics, is of utmost importance from the point of view of
producing accurate population statistics.

Proceeding from the Population and Housing Census Act the following regulations of

the Minister of Finance will be adopted in the 1st quarter of 2000:

- Determination of the number of Census workers;

- Approval of the rules for census data processing;

- Approval of the rules for census data storage.

e The Statistical Office plans to carry out surveys in individuals statistics as follows:

- In 2000 carrying out the Time Use Survey will continue in Estonia. The Survey has

been well established in several EU countries. The field work of the survey was

launched in spring 1999. In March 2000 the field work will be completed and data

processing started. The data is planned to be published in 2001.

- The Statistical Office intends to participate in the EU Continuous Vocational

Training Survey to be carried out in 2002. The preparatory work for the Survey

started in 1998 and will continue in 2000-2001.

-In accordance with the EU requirements, the quarterly Labour Force Survey will be

launched in the 2nd quarter of 2000. So far the respective surveys have been carried

out yearly in Estonia.

e The collection and transmission within the EU of foreign workers data takes place
pursuant to Directive No 311/76. According to the Eurostat’s inquiry, the
presently missing data on Estonian population composition by citizenship, as well
as data on the population by economic activity, and changes in citizenship
composition and economic activity are necessary for foreign workers statistics.

Concerning foreign workers statistics the plan of the Statistical Office is the

following:

Based on the 1998 Labour Force Survey data, the Statistical Office will forward to

Eurostat the 1998 data on Estonian citizens and foreigners employed. An overview of

the population, including the population employed, by citizenship will be received

from the 2000 Population Census data. The collected data enables to answer the

Eurostat’s inquiry. The Statistical Office intends to get information from other

individual data registers (Taxation Board register, social security fund) to produce

continuous foreign workers statistics.

® Proceeding from the Council Decisions No 1400/97/EC, 3092/94/EC and
372/1999/EC the national register of accidents, injuries and poisonings, or the
Trauma Register will be created in 2000 at the Statistics and Analysis Department
of the Ministry of Social Affairs.

An interdepartmental working group will be set up to launch the register. The working
group aims at developing uniform classifications (ICD-10, EHLASS, EMTAK, etc.)
and at ensuring the conformity of the basic documents of the register with the valid
legislation, as well as the harmonisation of other data sets and registers by the end of
2001.

In 2000, intensive work will begin within the WHO Programme Health 21 — Health
for all in the 21st century (the health for all policy framework for the WHO European
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Region). The programme has set up the task to decrease injuries for all WHO Member
States up to 2020.

7. Agricultural statistics

e According to the EU requirements agricultural output indices and animal
production data (number and weight of animals for slaughter, milk production,
egg production) are collected monthly. The Statistical Office conducts these
surveys quarterly. The collection of these indicators will be brought into line with
the EU requirements in 2001-2002.

As for agricultural surveys there are no objective hindrances to harmonising the

survey frequency, timeliness, indicators and definitions with the EU requirements.

The respective work is carried out in co-operation with the Ministry of Agriculture.

e (Quality of statistical data:

In order to bring the quality of the data collected by sampling surveys to the EU level

the sample size of agricultural holdings should be increased and the sample should be

made more representative in relation to population.

Increasing the sample size is limited by the sampling survey budget.

To make the sample more representative it has been planned to specify the data of the

statistical register of agricultural holdings serving as a basis for sample formation, and

to introduce household typology and size account, required for sample stratification.

As for performing these tasks the results of the Agricultural Census and standard

gross margin (SGM) coefficients will be used, the work can be carried out in 2003.

e The Agricultural Census will be carried out in June 2001. The preparatory works
are underway at the Statistical Office.

An Expert Commission for Agricultural Census was set up by the Government

Regulation No 1199-k of 8 December 1998. The Commission is headed by the

Minister of Agriculture.

The draft Agricultural Census Act* will be submitted to the Government in the 2nd

quarter of 2000.

e In order to produce agricultural statistics according to the EU requirements the
Statistical Office plans to achieve the full implementation of FADN (Farm
Accountancy Data Network) in 2002.

8. In wages statistics the following surveys will be conducted:

e the Labour Cost Survey in 2001 (assumes the creation of additional jobs, and
adequate financing).

e the Pilot Earnings Structure Survey pursuant to the Council Regulation No 530 of
9 March 1999 concerning the collection of statistical information on the structure
and distribution of earnings (the former Regulation No 2744/95 in what case the
transitional period was preliminarily applied for) in 2004.

At present the Earnings Structure Survey is not conducted in Estonia. Since 1992, the

Wages and Salaries Survey has been carried out at the Statistical Office providing

data by major groups of occupations (ISCO-88). The Earnings Structure Survey is

carried out in the EU every four years. Due to the lack of training and adequate
financial, technical and human resources the launching of the Survey in Estonia by

2002 will not be possible. In case of adequate funding, a pilot survey for the year

2003 will be carried out in 2004. The cycle of European surveys will be joined in

2006 and the data will be presented in 2007.
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In order to conduct the survey within an enterprise (agency) at individual level
according to the EU standards the Wages Act has to be amended (according to the
present act the employer has the right to disclose wages data only on groups
consisting of at least 5 persons). The Statistical Office plans to initiate a discussion on
this subject with the relevant government agencies in the 1% quarter of 2000.

Training, technical assistance and financing

The Statistical Office can receive professional training in statistics within the PHARE
Multi-Country Programme for Statistical Co-operation. Technical assistance is also
received from the OECD in GDP estimation and price indices, and from Statistics
Sweden within the SIDA Baltic States Programme for Statistical Co-operation
(subjects: population census, population statistics, gender statistics, real estate and
housing statistics, wages statistics, consumer tendency surveys, price statistics,
agricultural and environmental statistics, research and development statistics,
databases and electronic dissemination of data, implementation of ICD-10 and
business statistics). Assistance is also received from Statistics Finland within the co-
operation programme (price statistics, management training, interviewers training,
population census data processing, business registers and PRODCOM, compilation of
the statistical yearbook, dissemination and publishing of statistical data and data
providing), and from NOMESCO and NOSOSCO in social statistics.

In the framework of the PHARE programme and co-operation programmes with
Statistics Sweden and Statistics Finland the representatives from FEurostat, the
statistical offices of the EU Member States and EFTA countries as well as other
international statistical organisations have consulted the specialists of the Statistical
Office and introduced their know-how and work methods. The specialists of the
Statistical Office will participate in workshops, seminars, meetings, training courses
and meetings of the Eurostat’s Working Groups. The assistance received within the
Phare Programme and other programmes is highly necessary since training in
statistics is not provided in Estonia and the financial resources are limited.
Participation in the Phare Multi-Country Programme for Statistical Co-operation has
enabled to establish contacts and to develop close and useful co-operation with the
other applicant countries as well.

TES (Training of European Statisticians) Institute courses have been especially useful.
The specialists of the Statistical Office have attended and are currently attending the
5.5-month traineeship at different directorates of the Eurostat.

Training has focused on the following fields: macroeconomic, social and business
statistics, management training, statistics dissemination, geographical information
systems GIS, nomenclatures, classifications and their harmonisation, sampling survey
methodology, data confidentiality and protection, price statistics theory and practice,
and small-area estimation.

The Statistical Office has taken and is currently taking part in several European pilot
projects in the following fields: distributive trade statistics, energy statistics, foreign
trade statistics, education statistics, the exhaustiveness project, small enterprises
demography, regional accounts. Within the 1998 Phare Multi-Country Programme
(total of MEUR 2.5 for all the Applicant Countries altogether) pilot projects will be
launched in 2000-2001 in the following fields of statistics: agriculture,
macroeconomics, prices, business, labour force and employment.

Moreover, the Statistical Office participates in Eurostat’s surveys (the Time Use
Survey, for example). The conduct of the Survey is financed from the state budget.
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In 2000-2002, co-operation within the Phare Multi-Country Programme continues (in
2000, EUR 50,000 will also be used within the 1997 Phare Multi-Country
Programme). The Statistical Office plans to attend TES courses, participate in
European pilot projects and meetings of Working Groups, and if possible, send its
specialists to traineeship in the Eurostat.

The conduct of official statistical surveys is financed from the state budget. Additional
support in the amount of MEUR 3.5 has been additionally applied for from the Phare
2000 National Programme in order to organise the Agricultural Census.

The Statistical Office intends to apply for the resources necessary for IT from the state
budget and the Phare Programme.

Translation, harmonisation and the preparatory work for the implementation of
methodologies and classifications are financed from the state budget.

To fulfil the tasks resulting from the EU requirements the Statistical Office has to
employ:

in 2000, 5 specialists in the Individuals Statistics Division, 25 specialists (to be partly
achieved by restructuring) in the Environment Statistics Division (including
agricultural and natural environment statistics), 3 specialists in the Macroeconomic
Statistics Division, and 7 in the Enterprise Statistics Division.

During 2001-2003, 6 more specialists will be employed in the Individuals Statistics
Division, 8 in the Environment Statistics Division, 11 in the Macroeconomic Statistics
Division and 7 in the Enterprise Statistics Division.
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5. SECTORAL POLICY

5.1. Industry
Manufacturing industry

By the beginning of the 4™ quarter of 1999, the situation in the Estonian industry will
be more stable when compared with the beginning of this year. Both the sales, price
and business cycle indicators show positive changes in the development of
manufacturing industry. In most of the developed countries, the industry sector, as a
producer of the additional value, is a restraining factor in the economic decline and
the engine for the economic growth in the increase phase. As the share of the Estonian
industry constitutes only 13.7% of the GDP (data from the 4™ quarter of 1998), the
situation of economy depends to a large extent on the developments in the service
sector.

Decline of the sales of the production of the Estonian industry since the beginning of
1998 has been due to the decline of the demand of the purchasing power, which
according to 70% of the industrial enterprises is the main development-hindering
factor. As a result of the devaluation of the rouble in August 1998, Estonian trade-
exchange with Russia underwent a sharp decline, which considerably restricted the
possibilities to export Estonian industrial production to Russia and to other eastern-
block countries (Byelorussia and the Ukraine whose economic areas are closely
connected). It affected the decrease of production volumes during the last 12 months.
As the legislation of the European Union and the quality norms did not enable to
increase immediately the export with the western orientation, the increase in product
supply on the domestic market gave rise to the decline in producer price'. In the
situation of a low domestic demand and disinflation, enterprises were obliged to
decrease their production costs. Primarily, the labour costs have been decreased, as a
result of which the rise in salary has been restrained and the unemployment has
increased.

For the industrial sector, the nominal interest rates of the loans are currently very low
- level of short-term interest rates on the basis of DEM, according to the data of
September 1999, was 9.4% (data from the Bank of Estonia). At the same time, the
demands of the banks towards the debtors are continuously high and, hence, the
possibilities of the enterprises in enlarging the production are restricted mainly due to
the lack of good business projects. Also, the enquiries of the EKI (Estonian Institute
of Economic Research) show that for the enterprises, financial problems have become
a secondary issue compared, for example, with the lack of qualified labour force.
Increase of the inflation rate of the next year may bring along a growth in interest
rates, which in addition would decrease the loan volumes of industrial enterprises.

September 1999 became an important turning point in the development of the
Estonian manufacturing industry as the sales volumes of industrial production
increased in wood and machinery industry accordingly by 24.5% and 6.8% (as
compared with the same period of the previous year). Therefore, the total increase of

! Producer price or sale price of the produced goods

-
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the realisation of the manufacturing industry was 3.7% (as compared with the same
period of the previous year) (see Diagram 1).

Diagram 1. Sales of manufacturing industry, sales prices

3000 changes in them (1998 - 1999) 5%
P
1+ -5%

1+ -10%
1+ -15%
+ -20%
-25%
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2000 -
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I Sales of production 1998, (left schedule, min EEK)
1 Sales of production 1999 (left schedule, min EEK)
—@— Change in sales (right schedule,% *)

—a— Change in producer price index (right schedule, % *)

* as compared with the same period of the previous year

Additional positive factor was the diminishing decrease in sales of the food industry (-
6.4% as compared with the same period of the previous year), which has the biggest
share. As the realisation of the previous year remained comparatively low as the
comparison basis, then in several industrial branches it was easier to achieve an
increase in sales volumes this year.

As a capital-intensive economic branch, the development of industrial sector
presumes among other things the inflow of long-term investments and a stable
business environment. Important information about possible economic turning points
can be deduced from the expectations of enterprises. Pessimistic attitudes for the
business situation dominated in the 3™ and 4™ quarters of 1998. At the moment, both
the evaluations of the current business situation of enterprises and the expectations for
the next quarter have improved. Hence, enterprises see possibilities for increasing the
sales volumes in the fourth quarter of 1999.

Due to the peculiarities of the production process and seasonal differences in the
structure of demand, the sales of industrial branches change seasonally. Production
and sales volumes in industry of the next year depend on the set market conditions
and, as a rule, are fixed with long-term contracts for the supply. Therefore, industrial
enterprises can forecast the sales volumes of the following period comparatively
precisely (see Diagram 2).
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Diagram 2. Sales of production and forecast of
manufacturing industry
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19% | 50
. 40
13% 30

700 | - 20
/\ 10
1% + ¢ 0

4 Ny i
6% + ' \/ L 10

L 20
-12% -30

| 1l 1 v | Il 1 v | Il 1l [\

1997 i 1998 o 1999
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_'_Change of sales of manufacturing industry (left schedule, %*)

* as compared with the same period of the previous year

At the same time, enterprises do not have a clear overview of the changes in
production prices, which among other things are influenced by the developments in
currency and raw materials' markets. Expectations of the enterprises in concern with
the increase of producer price fulfilled only in September of this year when several
prices of foodstuff groups and machinery industry product increased as compared to
the previous year. As the share of the mentioned industrial branches were not
considerable in the development of the consumer prices, then in the manufacturing
industry as a whole, the deflation pressure has continued all through the third quarter.
(-2.3% as compared with the previous year). From the components of the producer
price index, a considerable decline in prices took place in textile industry (7.8%) and
in fishery industry (11.8% as compared to the previous year), which was caused by a
low domestic and foreign demand in relation of these product groups.

On the basis of the sales results of the third quarter of 1999, it can be said that
compared to the beginning of the year, the situation of the Estonian manufacturing
industry has improved. From the industrial branches, the wood industry, which share
in the sales of manufacturing industry has increased year by year, has the best
development perspectives because the production is based on the local forest resource
and the production is mainly marketed on the Western-European markets. Food and
machinery industry enterprises have not found sufficient alternatives for the Russian
and the Ukraine markets. Import of foodstuffs into the European Union Member
States is hindered by import customs and quotas, while the problem of the Russian
and the Ukrainian markets is a small purchase capacity of customers and a high
commercial risk.

On the background of the improving economic conditions, it is still impossible to give
a single evaluation of the termination of the hitherto existing economic decline,
because the comparison basis of the second half of 1998 was low due to the
disappearance of the Russian export markets and, therefore, it was easier to
accomplish the increase of the realisation volumes this year. At the same time, the
enterprises are still adjusting with the changed market conditions and, therefore, it is
impossible to predict a fast development of the industrial sector in the near future.
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Plans for 2000

For the participation of Estonia in the SPP Programme (Special Preparatory
Programme for Structural Funds), the development plan for industry and for small
enterprises were incorporated into a single chapter of the National Programme for the
Adoption of the Acquis. In 2000, the elaboration of the development plan for industry
as an independent document shall be continued.

Technology and Innovation

Plans for 2000

In 2000, the Technology and Innovation Division of the Ministry of Economic Affairs
together with the Estonian Innovation Foundation will elaborate a development and
innovation policy, which includes updating the National Innovation Programme and
providing it with a legal status. Exploitation of this policy will be executed by the
Innovation Foundation (future Technology Agency), the surveillance shall be carried
out by the Ministry of Economic Affairs and the source of finance is the financing of
the national development activities.

It is planned to bring the statistics on research and development activities and on
innovation into compliance with international methods with the aim to improve the
evaluation of effectiveness and comparability of national measures with other
countries. Ministry of Economic Affairs, Ministry of Education and the Statistical
Office of Estonia are engaged in the elaboration process.
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5.2. Agriculture
Internal market

1.1. Sector: Veterinary control (animal health requirements for trade in live
animals, animal sperm, ova and embryos; animal health requirements for trade
in products of animal origin; measures for prophylaxis and control of animal
diseases; hygiene requirements for the production, processing, storage and
transport of animal products, and for ready-made products up to the retail sale
stage; control of hormone preparations, contaminants, BST, zoonoses;
production and use of medicated feedingstuffs and disposal and processing of
animal waste; requirements for the production and marketing of veterinary
medicines, biological preparations, pre-mixes of medicated feedingstuffs and
diagnosticums; animal health requirements for import to EU from third
countries; veterinary inspection of live animals and animal products upon
import and protection of internal market; breeding stock and pure-bred
animals; animal protection requirements for the rearing, transport and
slaughter of animals).

The directives regulating veterinary inspection provide measures for the formation
and functioning of the internal market. Implementation of the relevant legislation has
to ensure the protection of human and animal health and trade under harmonised
requirements in accordance with the requirements of the European Union and other
international organisations (WTO) and conventions.

The Riigikogu passed two laws concerning veterinary inspection in 1999 - the
Veterinary Activities Organisation Act and the Infectious Animal Disease Control Act.
Together with the new Food Act and the draft Animal Protection Act currently in
preparation, these laws form a new-quality legal basis for veterinary and food control
activities. Upon entry into force of the Veterinary Activities Organisation Act and the
Infectious Animal Disease Control Act on 1 January 2000, the Veterinary Service Act
adopted in 1992 has been repealed. Due to the time necessary for solving technical
issues and drafting the relevant implementation legislation, the amendment to the
Medicinal Products Act provided in the Veterinary Activities Organisation Act will
enter into force on 1 July 2000; the requirement for veterinary laboratory activity
licences will enter into force on 1 January 2001; the requirement concerning
accreditation of reference laboratories will enter into force on 1 January 2002; and the
requirement for approval of the persons trading in animals as specified in the
Infectious Animal Disease Control Act will enter into force on 1 January 2002.

Objectives for 2000

Animal health and veterinary supervision

Training will be provided in the enforcement of the Veterinary Activities Organisation
Act and the Infectious Animal Disease Control Act, while the preparation and
enforcement of the related secondary draft legislation continues. 1 January 2000 is the
effective date of a number of regulations approved in 1999.

Drafting of the veterinary requirements for domestic trade in animals and animal
products continues. Trade requirements are planned to be drafted concerning the most
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common farm animals in Estonia (bovines, pigs, sheep and goats) depending on the
objective of trade (slaughter animals, breeding animals). As regards animal products,
requirements for trade in milk and milk-based products will be added to the set of
requirements.

An important component of the planned activities is the drafting and enforcement of
regulations concerning the processing of animal waste.

The veterinary requirements regulating the import of animals and animal products are
in a continuous process of being harmonised with the EU regulations for import from
third countries. The veterinary requirements for the import of exotic animals, bees,
horse sperm, horse ova and embryos, fish products, bivalves, Crustacea, gastropods
and other animal products (horse blood serum, animal waste, pig bristles, hides of
Artiodactyla, hunting trophies, apiculture products, bones, hoofs, horns, etc) from
third countries are harmonised.

Rules for the prophylaxis and prevention of diseases regulated under common EU
norms (bovine spongiform encephalopathy, fish diseases, African horse sickness, fowl
plague, bivalve diseases, equine viral arthritis, bee diseases) will be drafted during the
year and the drafting of state contingency plans for the control of animal diseases will
begin together with creation of the basis for their correct implementation.

The activity plan for 2000 includes regulation of the conditions and procedure for
compensation for the expenses of prevention and control of animal diseases, and the
conditions and procedure for compensation for disease damages with regulations of
the Government of the Republic and the Minister of Agriculture.

Proceeding from the amendment to the Govermnment of the Republic Act, the
Veterinary and Food Inspectorate will be reorganised in 2000 into the Veterinary and
Food Board, whose competence is laid down in the new Food Act, the Veterinary
Activities Organisation Act and the Infectious Animal Disease Control Act. The main
change in this regard is the extension of the supervision area of the Veterinary and
Food Board to foodstuffs and food raw material of non-animal origin.

The Veterinary and Food Board will therefore receive additional funds for the
employment of 10 specialists to ensure the lawfulness of the activities of the Board
and resolve the legal issues that may arise, 20 specialists for foodstuffs of non-animal
origin, and 6 additional specialists for foodstuffs of animal origin. The procedure for
remuneration for the work performed by authorised veterinarians, effective as of 1
January 2000, will also be reviewed. Pursuant to the requirements laid down in the
EU directives regulating the handling of meat, the ante-mortem inspection of
slaughter animals and fowl and the post-mortem inspection of meat, have to be
independent of enterprises. To harmonise this requirement, the regulation of the
Government of the Republic "Procedure for supervision of slaughter of animals in a
slaughterhouse, primary processing of food raw material and handling of food" has
been drafted. The regulation will enter into force in 2000 and in connection with this,
the meat hygiene service of processing enterprises is transferred to the Veterinary and
Food Board and remunerated from the state budget. The necessary funds requested
from the state budget for 2000 consist of 4.6 million kroons for the transfer into the
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Veterinary and Food Board of a total 41 veterinary inspectors and assistants from the
meat hygiene service.

The new Veterinary and Food Board will continue the activity of bringing supervision
procedures (staff, material basis) into compliance with the EU internal market and
import control requirements.

In 2000, a new database covering all bovines will be established in the Agricultural
Register and Information Board (ARIB) on the basis of the existing register of cows
subjected to performance testing. Registration will be organised by ARIB and
supervision will be carried out by the Veterinary and Food Board. Preparations will be
made to establish state registers for other farm animals.

Creation of the information network to connect the state institutions involved in
veterinary and food supervision continues. The main goal is to procure the software
necessary for using ALERT ANIMO, SHIFT and ADNS, and to make preparations
for their implementation.

Animal protection

In 2000, the new draft Animal Protection Act will be circulated for approval in
government agencies and non-government professional organisations. The approved
drat will be submitted to the Government of the Republic by the end of the 1* half of
2000.

Draft regulations to be adopted on the basis of the Act will be drafted alongside with
it (animal protection requirements for rearing farm animals, requirements for the
procurement and rearing of animals used for animal experiments, animal protection
requirements for transport of animals, animal protection requirements for slaughter of
farm animals and requirements for the training of persons performing slaughter).

Marketing of foodstuffs of animal origin

Regulations of the Minister of Agriculture for the handling of food of animal origin
were prepared and adopted on the basis of the Food Act and entered into force on 1
January 2000. These rules establish the hygiene and structural requirements for food
handling enterprises, and hygiene and preparation requirements for the handling of
food of animal origin and the organisation of state supervision activities. To comply
with the rules, the food handling enterprises need to make investments to meet all the
requirements provided in the rules by 1 January 2003. According to expert
estimations, the necessary investments amount to ca 3 billion kroons, assuming that
the number of enterprises will decrease.

Support for investments in the adjustment of food handling enterprises to hygiene and
structural requirements is planned under the SAPARD programme. Twenty per cent
of all public-sector co-financing is designated for the food industry in 2000.

Draft regulations for the production and processing of poultrymeat and red meat
products are being prepared on the basis of the Food Act. The regulations will
establish hygiene and structural requirements for processing enterprises and for the
handling of poultrymeat and red meat. The regulations will enter into force in the first
half of 2000; technical and constructional requirements have to be met by 1 July 2002.
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Cross-sectoral measures (hormones, BST, contaminants, zoonoses, animal waste)

and laboratories

e The legislation adopted in 1999 on the basis of the Food Act entered into force on
1 January 2000, and legislation based on the Medicinal Products Act will enter
into force from 1 July 2000.

Implementing legislation regulating the work of laboratories under the Veterinary
Activities Organisation Act, the Food Act and the Infectious Animal Disease Control
Act will be drafted and enforced in 2000.

In the first half of 2000, the authorisation of food control laboratories as official food
control laboratories will begin. This enables to clearly define the competence of each
laboratory and regulate the division of work between them. The laboratories system
should be finally adjusted by 1 January 2002 when the mandatory accreditation
requirement will apply to all official food control laboratories.

State monitoring programmes will be continued (contaminants, zoonoses).

A feasibility study for the establishment of an animal waste processing system will be
completed at the beginning of 2000 (cooperation with the Ministry of Foreign Affairs
of Denmark). On the basis of the study, project material (detailed project) will be
prepared, which will serve as a source for the bid to find a constructor for the central
enterprise and collection centre (summer 2000).

Medicinal products

Proceeding from the amendment to the Medicinal Products Act, the supervision of
veterinary medicines will be reorganised between 1 January and 1 July 2000.
According to the amendment, the supervision of medicinal products used in veterinary
medicines up to the level of the consumer, veterinarian or animal owner, falls in the
competence of the Agency of Medicines in the area of government of the Ministry of
Social Affairs. From this point on, supervision over the use of medicinal products falls
in the competence of the Veterinary and Food Board. The amendments to the
Medicinal Products Act provide that all the relevant legislation established by the
Minister of Social Affairs shall be co-ordinated with the Minister of Agriculture to
ensure that the differences of the areas of medicine are taken into account.

The work of supervision agencies (Veterinary and Food Board and Agency of
Medicines) will be reorganised in the first half of 2000 and the relevant materials will
be handed over to the Agency of Medicines.

According to the activity plan, the following Regulations of the Minister of

Agriculture will be prepared and entered into force by 1 July:

1. Analytical, pharmaco-toxicological and clinical norms concerning the testing of
medicinal products used in veterinary medicine;

2. List of biological stimulants, hormone preparations and other substances
prohibited for use to accelerate the growth and increase the productivity of farm
animals;
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3. Requirements for the production of medicated feedingstuffs, conditions and
procedure for the import of medicated feedingstuffs, conditions and procedure
for approval, and rules for wholesale and retail sale of same.

The relevant regulations already established on the basis of the Medicinal Products

Act will be amended to take into account the expanding of the scope of application of

the Act.

Animal breeding
By 1 June 2000, partial amendments will be made to the Regulation of the Minister of
Agriculture No 33 of 15 December 1999 "Approval of animal breeding rules".

Activity plan for 2001 - 2003

Animal health

The drafting and entry into force of the following legal acts proceeding from the

Infectious Animal Disease Control Act will continue:

e Conditions and procedure for the domestic movement of animals and animal
products;

e Veterinary requirements for imported animals, animal products and feedingstuffs.

The activities will focus on the implementation of the legislation in force and the

formation of a supervision network that enables Estonia to apply for additional

guarantees in the EU internal trade in animals and animal products.

Animal protection

Implementation of the legislation in force — adjustment of enterprises rearing animals
and handling and processing animal products with the requirements arising from
animal protection legislation.

Marketing of foodstuffs of animal origin

The adjustment of enterprises handling food of animal origin to the requirements
established with the legislation continues. It is planned to support the investments of
food handling enterprises under the SAPARD programme, and 20% of all public
sector co-financing is designated for food handling enterprises.

Approval of enterprises by supervisory officials of the Veterinary and Food Board
will begin. The approval of food handling enterprises that meet all requirements has to
be completed by 1 January 2003.

Cross-sectoral measures

Legislative drafting will be based on the harmonising of highly detailed area-specific
EC legislation (referent analysis methods, testing instructions, etc). The existing
Estonian legislation has to be amended in accordance with the amendments to the EU
legislation (maximum residue limits, microbiological requirements, etc).

1 January 2002 is the effective date of the mandatory accreditation requirement
for all official food control laboratories.

The scope and volume of state monitoring programmes will be extended. Food quality
monitoring will be added to food safety monitoring.

Construction of the animal waste processing system will begin.
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Animal breeding

In the field of animal breeding, training of advisors and inspectors and
implementation of new animal breeding rules will continue. The goal for the year
2003 is to reach a level where the breeding value can be specified for each animal.
Animal breeding rules are planned to be revised to check their compliance with the
newly amended EU legislation. The conditions for the participation of solipeds in
contests will be harmonised.
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NPAA 2000 - Estonia Ch. 5 Sectoral Policies/AgricuIture

Sector: Foodstuffs

Legal acts adopted in the foodstuffs sector in 1999

The Riigikogu approved the new Food Act on 25 February 1999. Implementing
legislation based on the Food Act has been established by the end of 1999 to
harmonise the majority of relevant directives. Most of the implementation legislation
entered into force simultaneously with the Food Act on 1 January 2000. The Food Act
of 1995 was repealed by entry into force of the new Food Act. Several implementing
acts concerning foodstuffs were based on the 1995 Food Act. This secondary
legislation is therefore newly established on the basis of the new Act and the old
secondary legislation is repealed.

Main objectives for 2000

The bulk of the Food Act passed on 25 February 1999 entered into force on 1 January
2000, except the provisions concerning the in-house control obligation and the
accreditation of laboratories, which will enter into force on 1 January 2002. The
provision concerning the authorisation of laboratories analysing samples taken in the
course of supervision will enter into force on 1 July 2000. All the related
implementation acts established in 1999 entered into force together with the Food Act
on 1 January 2000.

According to the new Food Act, the division of tasks between supervisory authorities
is changed. The Veterinary and Food Inspectorate will have new tasks formerly
performed by the Health Protection Inspectorate. The reorganisation will be
concluded by 1 January 2001, which means that the tasks are transferred during 2000.
The emphasis in 2000 is on increasing the number of employees, training the staff and
improving the technical equipment of the Veterinary and Food Inspectorate (cf.
animal health and supervision).

According to the Food Act, samples taken in the course of supervision may, as a rule,
be analysed only by duly authorised laboratories. The authorisation of laboratories
begins in the first half of 2000 (authorisation is granted with a decree of the Minister
of Agriculture), while the technical level of laboratories needs further improvement.

Although the main goal for 2000 is implementation of the established requirements
and ensuring supervision, adoption of new legislation is planned regarding directives
not yet harmonised (a detailed plan is presented in the following table)

Objectives for 2001 - 2003

The objective for the first part of 2001-2003 is to harmonise the directives not yet
harmonised, concerning both the existing and newly adopted directives. The
following areas and directives require harmonisation during this period: maximum
level of erucic acid in oils (76/621/EEC, 80/891/EEC); sugars (73/437/EEC,
79/796/EEC); caseins and caseinates (83/417/EEC, 85/503/EEC, 86/424/EEC);
condensed milk and milk powder (76/118/EEC, 78/630/EEC, 83/635/EEC,
79/1067/EEC, 87/524/EEC). Harmonisation of these directives is planned for a later
period, because new directives are being drafted to replace these current directives,
and considering the future prospects, Estonian legislation should be based on the new
directives.
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Improvement and strengthening of the work of supervisory authorities and
laboratories will continue.
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NPAA 2000 - Estonia Ch. 5 Sectoral Policies/AgricuIture

Area: Phytosanitary control
Seeds and propagating material

Objectives for 2000

With the Seed and Plant Propagating Material Act (which entered into force in 1999)
and the related implementation legislation, the relevant EU legislation is practically
harmonised.

Since 1997, Estonia has joined the OECD cereal seed, oil and fibrous plant seed and
fodder crop seed schemes and participates in the vegetable seed scheme as an
observer.

The development and implementation of new computer software to replace the
existing one (which is inefficient and outdated) is crucial for the effective functioning
of the certification system.

Funds have to be provided to harmonise the EU legislation not yet harmonised and to
amend the existing Estonian legislation in accordance with amendments in the EU
legislation. Both harmonisation and implementation training in an EU member
country is necessary for the responsible specialists.

The establishment of a register for producers/packagers (seed centres) and issuing of
activity licences has begun in accordance with the Act. This also requires
improvements in computer software.

Activity plan for 2001-2003

Harmonisation of the EU legislation concerning the seed and propagating material
sector, and making amendments in the Estonian legislation in accordance with
amendments to the EU legislation will be continued. Training of specialists will also
be continued.

Plant health

Objectives for 2000

Plant health control in Estonia is regulated by the Plant Protecti