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Estonia was once the go-to jurisdiction for launching crypto businesses in Europe. However, following
regulatory tightening by the Financial Intelligence Unit (FIU) in 2020 and major amendments in 2022 and
2023, Estonia has reshaped its VASP regime into one of the strictest in the EU. While the Estonian e-
Residency program and digital infrastructure still offer advantages, the VASP license in Estonia now comes

Executive Summary

with significant compliance obligations, capital requirements, and operational limitations.

This 2025 update outlines the key rules, risks, and considerations for entrepreneurs, compliance officers, and
VASP operators evaluating Estonia as a licensing destination.

Regulatory Authority

« Financial Intelligence Unit (FIU) under the Estonian Police and Border Guard Board
« Governed by: Estonian AML Act, Money Laundering and Terrorist Financing Prevention Act, and related
directives

Scope of VASP Activities Covered

A VASP license in Estonia is mandatory for entities engaging in:
+ Custodian wallet services
« Virtual currency exchange (crypto-to-crypto and crypto-to-fiat)
« Issuance of virtual assets or tokens
« Transfer or remittance of virtual assets
« Initial coin offerings (ICOs) and security token issuance

Note: MiCA (Markets in Crypto-Assets Regulation) alignment is expected by late 2025; currently Estonia
enforces stricter rules than MiCA in some aspects.

Key Regulatory Requirements (As of 2025)

1. Share Capital
« Minimum: €250,000 (must be deposited in full before applying)
« Must be held in an Estonian bank or EU credit institution

2. Local Substance
« Mandatory local presence
o Real physical office in Estonia
o At least one resident board member
o Local AML/Compliance officer registered with the FIU
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3. Fit & Proper Management
« Directors and AML officers must pass background and integrity screening
« Full biographies, diplomas, and verified documentation required

4. AML & Reporting Obligations
« Comprehensive AML Manual required, submitted in Estonian
« Ongoing reporting of suspicious transactions to FIU
« Onboarding policies, customer due diligence, PEP screening, sanctions compliance, transaction
monitoring
« Audit of internal AML systems every 12 months

5. Technology & Data
+ Real-time transaction monitoring systems must be in place
« Estonian data protection rules apply (GDPR-compliant infrastructure mandatory)

6. Insurance
« Mandatory liability insurance policy for crypto custody and fiat conversion services
« Policy must cover both operational and cybersecurity risk

Timeline and Licensing Procedure
« Preparation: 4-6 weeks (document gathering, policies, compliance hiring)
+ Submission & Review: 90 working days (can extend depending on applicant complexity)
« Total Time to License: Approx. 4—6 months

Key Limitations & Risks

Limitation Description

€250,000 paid-in capital and real substance create a

High Entry Barrier significant cost threshold

. . . Regular audits and heightened AML enforcement -
Strict AML Supervision . .

licenses have been revoked for non-compliance
Virtual offices, nominee directors, or outsourced
compliance without real presence lead to immediate
rejection

No Shell Operations Allowed

Estonia scrutinizes source of funds, beneficial

Reputation Risk ownership, and crypto tracing extensively

VARA, BVI, or Seychelles regimes offer more modular

Limited Flexibility licensing without residency
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Estonia VASP License vs. Other Jurisdictions

Crypto Banking

Jurisdiction Capital Required Local Presence EU Access Speed
Access
Estonia €250,000 Full office + staff = Yes (EU) 4-6 months Moderate (local
banks wary)
Lithuania £€125,000 Partial Yes (EU) 3-5 months m;erate to
Malta €730,000 (Class Full office + staff = Yes (EU) 6-9 months S.trohg .
4) (institutional)
Dubai VARA $25,000+ Full office + staff ~ No (non-EU) 4-6 months Limited (EMI
banking)
BVI/Seychelles None to Low Nominal No 2-4 weeks Varies (partner-

driven)

Conclusion: Estonia’s Role in Your Crypto Expansion

Estonia remains a highly respected and recognized jurisdiction for European crypto ventures. However, it is
no longer a low-barrier entry point. The FIU has adopted a policy of "quality over quantity," expecting
applicants to demonstrate real commitment, risk management maturity, and economic substance.

While Estonia is ideal for EU passporting, investor confidence, and long-term projects with institutional
alignment, startups or budget-conscious ventures may be better served by Lithuania, Georgia, or offshore
options such as BVI or Seychelles.

HPT Advisory Note

HPT Group provides full legal, compliance, and structuring assistance for Estonian VASP licensing through our
EU-based legal counsel. We deliver:

« VASP license application filing

« Drafting of AML/KYC manuals in Estonian

« Substance setup and executive recruitment
Ongoing compliance and reporting services

Secure your gateway to the EU crypto market with precision and compliance.
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