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By Ryan Nabil

Around the world, leading financial centers seek to attract companies capable of developing
innovative financial products and services. From blockchain-based payments to alternative
credit scoring systems, technological innovation is critical to maintaining a globally
competitive financial sector that benefits consumers, investors, and entrepreneurs. However,
the financial services industry, especially in the United States, remains heavily regulated.
Such cumbersome regulations can deter both established companies and startups from
offering innovative financial products and services.! Governments can use various policy
tools to address this challenge and promote innovation.

Among the options gaining popularity are “regulatory sandbox” programs, which allow
companies to test innovative products and services under a modified and frequently
lightened regulatory framework for a limited period. These programs allow companies to
test new financial products and enable regulators to become more familiar with
technological innovation and its impact on businesses. By allowing regulators to evaluate
how different rules impact businesses, sandbox programs can provide crucial information to
help regulators craft business- and innovation-friendly rules.

Major International and U.S. Sandbox Programs. In 2016, the United Kingdom’s
Financial Conduct Authority (FCA) launched the world’s first regulatory sandbox
program.? Since then, more than 50 jurisdictions around the world have adopted similar
programs, according to the World Bank.’? This policy brief draws from regulatory
experiences in five jurisdictions—the United States, Australia, Canada, Hong Kong, and the
United Kingdom—but focuses on sandbox programs in the United States.*

In the United States, due to the dual state-federal and overlapping financial regulatory
authority, federal agencies and state regulators can run separate sandbox programs. The
Consumer Financial Protection Bureau (CFPB) runs the Compliance Assistance Sandbox
and the Trial Disclosure Sandbox, which are currently the only federal regulatory sandbox
programs in the United States (Table 1). The CFPB can also grant no-action letters stating
its intention not to pursue enforcement actions against a particular company if it adheres to
specific rules and regulations.’

* Ryan Nabil is a Research Fellow at the Competitive Enterprise Institute. He thanks former CEI Research Associate Harrison
Durland for his capable research assistance and data collection efforts in support of this project. This policy brief'is based on a
longer CEI report on the same topic to be published this fall.
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Although the Consumer Financial Protection Bureau’s sandbox and no-action letter
programs are reportedly still in operation, their future remains uncertain because of the
CFPB’s recent change in regulatory approach. In May 2022, the CFPB formed the Office of
Competition and Innovation, replacing the Office of Innovation, which was in charge of the
agency’s sandbox programs.© In a press release published on May 24, 2022, the CFPB states:

After a review of these programs, the agency concludes that the initiatives proved to
be ineffective and that some firms participating in these programs made public
statements indicating that the Bureau had conferred benefits upon them that the
Bureau expressly did not.’

In June 2022, a CFPB representative clarified that it would not discontinue these two
programs.® Instead, the newly established office—which emphasizes competition as part of a
new approach to financial innovation—will encourage companies to submit rulemaking
petitions.” Due to the Bureau’s current lack of interest in the no-action letter and sandbox
programs, they are unlikely to play any significant role in promoting U.S. financial
innovation—unless the CFPB changes course under a future administration or Congress
establishes a new federal sandbox regime.

The lack of an effective federal sandbox program has cleared the way for state governments
to play a leading role in creating regulatory sandboxes. In August 2018, Arizona became the
first U.S. state to pass legislation creating a financial technology (FinTech) sandbox
program,'’ followed by Utah and Kentucky in March 2019."" Although Utah initially
created both insurance and FinTech sandboxes, it replaced them in May 2022 with an
expanded General Regulatory Sandbox—which targets innovations in multiple industries,
including financial services, advanced manufacturing, and life sciences and health care."

As of August 2022, at least 11 states have established regulatory sandboxes: Arizona,
Florida, Hawaii, Kentucky, Nevada, North Carolina, South Dakota, Utah, Vermont, West
Virginia, and Wyoming.'?

Among these states, only Arizona, Hawaii, and West Virginia run FinTech sandboxes that
have admitted at least one participant as of November 2021 (Table 2). The FinTech
sandboxes in Arizona, Hawaii, and West Virginia—along with the CFPB’s Compliance
Assistance Sandbox—have admitted 31 companies as of November 2021 (Table 2). The
Utah Supreme Court’s legal services sandbox has admitted 31 companies as of September
2021."* By comparison, 223 companies have participated in the Hong Kong Monetary
Authority sandbox, while 178 companies have participated in the two different sandbox
programs run by the UK’s Financial Conduct Authority (Table 1). (Unless otherwise
indicated, the status of sandbox programs, the number of sandbox participants, and other
related data in Tables 1 and 2 reflect information up to date as of November 2021.)



Considerations for Determining the Appropriate Regulator(s) and
Regulatory Relief for Sandbox Programs

Choice of Regulator for Federal Sandbox Programs. In the United States, several scholars and
policy makers have suggested the creation of an interagency regulatory body to operate a
federal FinTech sandbox." Due to the division of financial regulatory authority between
federal and state regulators, potential financial products and services offered through a
regulatory sandbox can be subject to overlapping and dual state-federal jurisdiction.'® For
example, a hypothetical robo-advisor sandbox applicant could simultaneously fall under the
jurisdiction of the Consumer Financial Protection Bureau and the Securities and Exchange
Commission (SEC). If that company were to also offer banking products, it could become
subject to regulation by the Federal Reserve, Federal Deposit Insurance Corporation, Office
of the Comptroller of the Currency (OCC), and state banking regulators.'’

Against this backdrop of overlapping state-federal financial jurisdiction, any future federal
sandbox legislation will require Congress to create a legal framework that will allow the
relevant regulator(s) to provide meaningful regulatory relief.

Regulatory Relief: Challenges for the CFPB’s No-Action Letter and Sandbox Programs. Most
cumbersome financial regulations are imposed at the federal level, so a properly designed
federal sandbox can be more effective than state-level ones. However, several challenges
reduce the efficacy of the CFPB’s no-action letter and sandbox programs. Instead of
discontinuing these programs, the CFPB and Congress can take several steps to enable these
programs to play a more important role in improving financial innovation and consumer
welfare.

First, although the CFPB can waive certain consumer financial protection regulations, it
cannot waive other agencies’ rules.'® This inability limits the effectiveness of the CFPB
sandbox’s regulatory relief provisions compared to those of similar programs, such as, for
example, those in Australia and the UK.

Second, the CFPB’s no-action letter cannot prevent other federal and state agencies from
bringing enforcement actions against companies that receive such relief. On the contrary,
participating in the CFPB’s sandbox and no-action letter programs can result in increased
scrutiny from the Bureau and other federal regulators and thus introduce potential risks for
companies.

Such regulatory uncertainties put the CFPB programs at a competitive disadvantage relative
to their international counterparts—such as those run by the UK’s Financial Conduct
Authority and Hong Kong’s Monetary Authority, which can more easily streamline
regulations. Therefore, absent significant reforms to the U.S. financial regulatory system,
the CFPB will likely find it difficult to operate a sandbox as effectively as its international
counterparts.

However, several reforms can help improve the CFPB’s ability to run more effective
sandbox programs within the current national regulatory framework. For example, the



CFPB, working with other agencies, could create a mechanism to coordinate regulatory
relief for sandbox participants. It could sign agreements with the SEC and the OCC not to
bring enforcement actions against CFPB sandbox participants if they meet conditions pre-
specified by those agencies. To that end, Congress could introduce legislation to create a
mechanism for the CFPB to coordinate with other financial regulators."

Regulatory Relief: Challenges for State-Level Sandbox Programs. Like the CFPB’s sandbox and
no-action letter programs, state-level sandboxes face several challenges arising from the
complex U.S. financial regulatory architecture, for two reasons.

First, most financial regulation is federal, so state regulators’ ability to provide meaningful
relief through sandbox programs is limited.?

Second, under the U.S. constitutional system, in which federal law is supreme, state
regulators cannot nullify enforcement actions by federal agencies against companies that
participate in state-level sandboxes. As a result, any no-action letter that state regulators
issue during the sandbox test remains of limited value to potential participants.

However, state governments can take several steps to improve the attractiveness of their
sandbox programs within the current national regulatory framework:

1. Negotiate reciprocal agreements with the CFPB so that any firm accepted into a
state-level FinTech sandbox is automatically accepted into the Bureau’s sandbox or
no-action letter program. Under such an arrangement, the state regulator would
remain the firm’s primary regulator, while the CFPB would serve as a secondary
regulator. That way, the firm can benefit from the state regulator’s exemptive relief
or authorization waiver while enjoying additional opportunities to test innovative
products through the CFPB’s sandbox or no-action letter program.?!

2. Sign reciprocity agreements so that companies participating in a particular state-level
sandbox program can more easily offer products and services through other state-
level sandboxes.

3. Work with the CFPB to create mechanisms to improve regulatory coordination and
help sandbox participants better navigate the regulatory landscape. Such initiatives
can also enable state regulators to exchange information with one another and craft
better laws and regulations to promote FinTech innovation.

4. Sign reciprocal international agreements with foreign regulators as allowed under
existing U.S. state-level sandbox legislation and foreign relations laws.? Such
reciprocal arrangements could allow American companies to offer new, innovative
products in advanced economies with a well-developed financial sector, such as
Germany, Switzerland, and the United Kingdom. Likewise, foreign companies could
also use U.S. state sandbox programs to test innovative products and services to the
benefit of American consumers and the U.S. economy.



Considerations for Designing More Effective Sandbox Programs

Eligibility and Evaluation Criteria. One of the most important decisions when designing a
regulatory sandbox is to set its eligibility requirements and evaluation criteria. Regulators
typically select product and firm-specific requirements that potential participants must meet
to qualify for the sandbox. These can include whether:

e The proposed product falls under the regulatory jurisdiction of the sandbox
regulator;

e The proposed business activity requires state licensure;

e The business is located in the state; and

e The business owners can demonstrate lack of a criminal record.?

Sectoral and Product-Specific Restrictions. Sandbox programs typically introduce sectoral
restrictions depending on the regulator’s jurisdictional authority. For example, to participate
in the British Financial Conduct Authority’s sandbox, the applicant must be a registered
financial services firm offering an innovative product or service within the FCA’s
jurisdiction.* Likewise, U.S. sandbox regulators restrict potential sandbox products and
services to specific areas over which they exercise regulatory authority. For example, the
Arizona sandbox is open only to companies offering financial products and services that
require state licensure or authorization.?

Depending on policy objectives, regulators and lawmakers can introduce narrowly defined
product-specific eligibility criteria to encourage innovation in specific areas. For example,
Hawaii’s digital currency sandbox 1s designed to promote digital currency innovation and
help policy makers determine whether the state should require a money transmitter license
for digital currency transactions. Thus, it is open only to companies offering digital, crypto,
and virtual currency products and services that would otherwise require a money transmitter
license.* Such tailored sandboxes can help federal agencies and state governments promote
innovation in emerging areas of technology, such as smart contracts, augmented and virtual
reality, and biometric payments and security systems.

Physical Presence Requirement. Some sandbox programs require applicants to establish a
physical presence in the state. However, state regulators should consider allowing greater
flexibility to attract companies from out of state. For example, as stipulated in the Wyoming
legislation establishing the state’s FinTech sandbox, applicants need to demonstrate “a
physical presence, other than that of a registered office or agent” in Wyoming.?” Such
requirements can act as a major barrier for potential out-of-state sandbox participants and
deter them from applying. In contrast, sandbox programs that have attracted relatively large
numbers of participants—Ilike those in Arizona and Hawaii—tend to show greater flexibility
in allowing non-resident firms to apply (Table 2).

Innovation Requirement. Many U.S. and international jurisdictions have introduced
“innovation” as a criterion for sandbox applicants. However, rapid technological change
and the asymmetry of information between FinTech entrepreneurs and regulators can make
it challenging to evaluate which products and services are genuinely innovative.?® Due to



such potential challenges, lawmakers and regulators should be cautious not to use an overly
rigid definition of innovation for selecting sandbox participants.

A strictly defined innovation criterion can reduce consumer welfare and exacerbate
regulatory privilege granted through a sandbox test. For example, a regulator could define
innovation criteria in a way that disqualifies some products or services if another firm
already offers comparable products or services—even if those products or services are only
currently available through the sandbox.” Under such rules, a new applicant might offer a
more affordable or superior version of a product, yet still not qualify because a current
sandbox participant is already providing a similar product. By excluding competitors from
the sandbox, the regulator risks entrenching regulatory privilege for the sandbox participant
at the expense of its competitors, thereby reducing potential benefits to consumers.*

Size- and Sector-Specific Eligibility Restrictions. Lawmakers and regulators should allow
eligible firms of different sizes from various sectors to apply to participate in a sandbox.*
With such liberal entry criteria, sandbox participants could include enterprises of all sizes,
including both community and large banks,

and both startups and larger tech companies.

Startups, banks, and companies from different sectors often have distinct business models
and different innovative products they can offer through the sandbox. Furthermore, working
closely with a wide range of firms can help regulators better understand how the same rules
affect small businesses, startups, and large businesses differently. Such regulatory insights
can be crucial for crafting regulatory frameworks that allow a wider range of companies to
offer innovative products in the target industry.

Number of Participating Firms Allowed. Liberal entry criteria and flexible residency
requirements can make regulatory sandbox programs more attractive to companies. In the
United States, the CFPB and most state regulators do not impose caps on the total number
of firms participating in their respective sandboxes.*> Most state-level sandbox programs
have faced the opposite problem, as they have struggled to admit participants. For example,
although the Nevada FinTech sandbox began accepting applications in January 2020, it had
not admitted a single company as of November 2021.* Likewise, the insurance sandbox
programs in Kentucky, South Dakota, Utah, Vermont, and West Virginia did not admit any
participants as of November last year (Table 2).

Expanding the eligibility criteria to non-resident firms can help state-level sandbox programs
attract potential applicants that might not have the resources or market incentives to
relocate to a different state.

Regulators from different states could sign reciprocal agreements so that firms in one
sandbox can more readily offer products through another program.

Moreover, as noted, U.S. state legislation typically gives sandbox regulators the authority to
sign reciprocal agreements with other regulators, including foreign ones.** State regulators



should consider using that authority to negotiate reciprocal arrangements with regulators in
jurisdictions such as Australia, Canada, South Korea, and the United Kingdom.

Consumer Protection Provisions. Although regulatory sandboxes are a generally safe policy
tool to promote innovation, regulators can take several steps to preempt and minimize
potential risks to consumers:

e Specify which actions would be grounds for removing a company from the sandbox
and the consequences for such dismissal.

e Require participating companies to make adequate disclosures to potential customers
regarding product offerings, the terms of their participation in the sandbox, and
potential consumer risks.

e As per current practice in most sandbox programs, evaluate each applicant’s plan
and capability to offer the proposed product or service through the sandbox without
causing consumer harm.*

While such safeguards may be necessary to protect consumers, overly restrictive operational
restrictions are often counterproductive. For example, some state-level programs, such as
Utah’s former FinTech sandbox and its successor General Regulatory Sandbox, require
participating companies to serve only residents of the state.* Such restrictions offer no
consumer protection benefit and might reduce the sandbox program’s attractiveness to
businesses since they cannot use the sandbox to serve consumers beyond state boundaries.

Other restrictions, such as one-size-fits-all limits on the total value of monetary transactions,
would likely be inappropriate for different types of financial products. Instead of mandating
such statutory limits, lawmakers should allow regulators the discretion to set such limits on
a case-by-case basis, depending on the offered product and its potential consumer risks.
Even so, regulators should exercise caution before imposing any such limits.

Duration. Although regulatory sandbox programs are time-limited, the sandbox testing
duration varies across jurisdictions. Due to the complex tradeoff between a short and long
sandbox duration, state legislatures should not impose a statutory time limit. Instead,
lawmakers should allow the appropriate regulator(s) and sandbox participants to decide on
a mutually agreeable sandbox testing duration.

For some financial products, a sandbox test lasting six months to a year might be long
enough for businesses to gather enough market data and for regulators to evaluate industry
conditions. Other products might need longer for the company to gather enough market
data and for the regulator to understand how the existing regulatory framework affects the
proposed innovation. A more extended period could also help the company refine its
product and allow regulators to pare down excessive red tape. However, to reduce
regulatory privilege accorded to a certain firm, regulators need to ensure that similarly
situated competitors receive the same regulatory relief and sandbox testing duration.

Application Process. Most aspects of the sandbox application process tend to be generally
straightforward. After receiving an application, most state sandbox legislation requires



regulators to decide within 60 or 90 days unless regulators grant an extension. Sandbox
programs typically also require an application fee. Application fees are a needed source of
revenue for operating the sandbox program, but regulators need to exercise caution not to
set the application fee so high that it deters smaller firms and startups from applying.

Sandbox regulators can choose between an open application period and a cohorts-based
model, meaning that participating firms can only apply to the sandbox during specific times
of the year. American regulators should continue to accept applications through an open
process rather than institute a cohorts-based system.’” A cohorts-based approach can allow
regulators to tailor the sandbox toward specific themes and target innovation in particular
areas. However, regulators can also design such thematic, targeted sandboxes without
implementing a cohorts-based model.

An open application process can expand opportunities for firms to participate in the
sandbox at any time of year, which can be especially important in rapidly changing
industries. Furthermore, smaller, rural states—such as South Dakota, West Virginia, and
Wyoming—have struggled to attract potential applicants (Table 2). If the lack of potential
applicants results in empty cohorts, it could be particularly detrimental to the sandbox
program’s reputation and long-term viability.

Conclusion. As emerging technologies upend existing business models, American
lawmakers and regulators need to adopt a more flexible, innovation-friendly regulatory
approach. Novel technologies pose distinct opportunities and challenges in different
industries, so a codified and one-size-fits-all regulatory approach is unlikely to harness the
benefits of technological innovation in various sectors. Instead, regulators need to work with
the most innovative companies to understand and update regulations to reflect changing
technological development and market realities.*®

Ultimately, such a strategy will require a coordinated effort from Congress, federal agencies,
and state governments. Regulatory sandbox programs can serve as a much-needed tool in a
broader effort to craft market-friendly regulatory frameworks at the federal and state levels.
As federal agencies and state governments launch new sandbox programs, the insights
contained in this report can help American lawmakers design more effective sandboxes that
will promote technological innovation and improve consumer welfare.



Table 1. Select International FinTech Sandbox Programs

Country Year Regulator Duration Number of Focus Type of Regulatory Relief
Opened Past and
Present
Participants
Australia 2020 Australian One to two 8 Financial services; credit | Permission to test certain
Securities and years; no activities innovative financial products
Investments extension and services on a limited
Commission basis without licensure
(ASIC) (securities and/or authorization
regulator),
Enhanced
Regulatory
Sandbox
Australia 2016 Australian One year; 7 Financial services; credit | Permission to test certain
(active Securities and possible activities innovative financial products
2016-2020) | Investments extension and services on a limited
Commission, basis without licensure
ASIC Sandbox and/or authorization
Canada 2017 Canadian Varies 13 Financial services; Relief from certain securities
Securities securities regulations during the
Administrators sandbox test period
(Association of
provincial
securities
regulators)
China 2019 People’s Bank of Varies ~120 Financial services Permission to test certain
(People’s China (central innovative financial products
Bank of bank)* and services on a limited
China); basis
varies for
city-level
sandbox
programs
Hong Kong, | 2016 Monetary Varies 223 Financial services Permission to test certain
China Authority (central innovative financial products
bank) and services on a limited
basis without achieving full
regulatory compliance;
regulatory advice
Hong Kong, | 2017 Securities and Varies N/A Financial services; Permission to test certain
China Futures securities innovative products and
Commission services on a limited basis
(securities before they are launched
regulator)
Hong Kong, | 2017 Insurance Varies 13 Financial services; Permission to conduct pilot
China Authority insurance tests to gain market data and
(insurance demonstrate compliance; fast-
regulator) track licensing; regulatory
advice
Singapore 2016 Monetary Varies 4 Financial services Relief from certain
Authority of regulations during the
Singapore (central sandbox test period
bank), FinTech
Regulatory
Sandbox
Singapore 2019 Monetary Nine months, | 4 Financial services; Accelerated process to test
Authority of possible insurance certain innovative products
Singapore, extension® and services
Sandbox Express
South Korea | 2019% Financial Services Two years 118 Financial services; Permission to test certain

Commission
(securities
regulator);
Financial
Supervisor Service
(financial
supervisor)

blockchain technology

innovative products and
services on a limited basis




Switzerland 2017 Swiss Financial Varies N/A Financial services; Registration waiver for
Market digital payments; banking activities below pre-
Supervisory blockchain technology specified limits
Authority
(financial
supervisor);
Federal Council
Thailand 20174 Bank of Thailand Six months to | 30 Financial services: Permission to test certain
(central bank), a year customer identity innovative products and
Know Your verification technology services on a limited basis
Customer (KYC)
Sandbox
Thailand 2017 Bank of Thailand, Six months to | 20 Financial services: Permission to test certain
Blockchain a year blockchain technology innovative products and
Sandbox services on a limited basis
Thailand 2017 Bank of Thailand, Six months to | 19 Financial services; QR Permission to test certain
QR Sandbox a year code adoption innovative products and
services on a limited basis
Thailand 2020% Bank of Thailand, Not 3 Financial services: peer- | Permission to test certain
P2P [peer-to-peer] mentioned to-peer lending innovative products and
Sandbox services on a limited basis
Thailand 2017 Office of Insurance | One year, 13 Insurance products and Permission to test certain
Commission possible services innovative products and
(insurance extension for services on a limited basis
regulator) another year™
Thailand 2017 Securities and Up to one 10 or more Securities and Permission to test certain
Exchange year derivatives activities innovative products and
Commission services on a limited basis;
(securities guidance on regulatory
regulator) compliance
UK 2016 Financial Conduct | Typically 150 Financial services Permission to test certain
Authority three to six innovative products and
(financial months services on a limited basis
supervisor) (e.g., regulatory waiver or no
enforcement letter);
regulatory advice
UK 2020 Financial Conduct | 11 weeks 28 (first First cohort: combating | No regulatory relief since the
Authority, The cohort) Covid-19 challenges; program is not meant for

City of London;
“Digital Sandbox”

Second cohort:
environmental, social,
and diversity
governance (ESG)
disclosures and
solutions

commercial testing. The test
merely provides an
environment to test new
technology and products with
synthetic data.

Source: World Bank (2020), national regulators45
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Table 2. U.S. Regulatory Sandbox Programs

Sandbox and Year Duration Number of Legislative Focus of Type of Regulatory Relief
Regulator Opened Firms Basis Sandbox
Compliance 2019 Two years 3 Sandbox Financial “Safe harbor for testing innovative
Assistance expected; possible created using services products and services for a limited
Sandbox, extension®® the CFPB’s period of time”*®
Consumer regulatory
Financial authority?’
Protection Bureau
(CFPB)
Trial Disclosure 2019 Two years 0 Sandbox Financial “Safe harbor for testing for a
Sandbox, CFPB expected; possible created using services limited period of time disclosures
extension® the CFPB’s that improve upon existing
regulatory disclosures, while sharing data
authority™ with the Bureau.”!
Arizona FinTech 2018 Two years; may be | 11 AZ House Bill | Financial Permission to test innovative
Sandbox, extended by up to 2434 services financial products and services on
Arizona Office of another year a limited basis without licensure
the Attorney and/or authorization
General
Arizona Real 2019 Two years 0 AZ House Bill | Real estate Permission to test innovative
Estate Sandbox, 2673 property products and services on
Arizona a limited basis without licensure
Commerce and/or authorization
Authority
Florida FinTech 2021 Two years; may be | 0 FL House Bills | Financial Exemption from certain rules
Sandbox, Office of extended by up to 1391 and 1393 | services during the sandbox test
Financial another year
Regulation
Hawaii Digital 2020 Initially set to 16 Sandbox Digital No action letter that allows
Currency expire on June 30, created using currencies companies to conduct business
Sandbox, Digital 2022 (subsequently the DFT’s without obtaining a state money
Currency extended until regulatory transmitter license
Innovation Lab; June 30, 2024)% authority™
Division of
Financial
Institutions (DFI)
Kentucky Enacted One year (can be 0 KY House Bill | Insurance Limited no-action letter for
Insurance 2019 extended by 386 conducting a beta test, which can
Sandbox, another year), result in an extended no-action
Department of following which an letter
Insurance extended no-action
letter might be
granted
Nevada FinTech 2020 Two years; may be | 0 NV Senate Bill | Financial Permission to test innovative
Sandbox, extended by up to 161 services products and services without
Department of another year meeting certain regulatory and
Business and state licensing requirements
Industry
North Carolina Not yet N/A Not yet NC House Bill | Financial Permission to test innovative
Sandbox, operational operational 624 services; products and services without
Innovation (as of insurance meeting certain regulatory and
Council; Office of | November state licensing requirements
Commissioner of 2021)
Banks;
Department of
Insurance
South Dakota 2021 Up to two years 0 SD Senate Bill | Insurance Permission to test innovative
Insurance 55% insurance products and services on
Sandbox, Division a limited basis without state
of Insurance licensure or authorization
Utah FinTech 2019, Two years; may be | 0 UT House Bill | Financial Permission to test innovative
Sandbox, repealed extended by up to 378 services products and services on a limited
Department of effective six months basis without state licensure or
Commerce May 4, 2022 authorization
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Utah Insurance Enacted One year; may be 0 UT House Bill | Insurance Permission to test innovative
Sandbox, 2020, extended by up to 402 insurance products and services on
Department of repealed six months a limited basis without state
Insurance effective licensure or authorization
May 4, 2022
Utah General Enacted One year; may be Operational | UT House Bill | Multiple The sandbox provides “legal
Regulatory 2021 extended by up to (as of July 217 sectors protections and limited access to
Sandbox, Utah another year 2022) (including the market in the state to
Office of financial demonstrate an innovative
Regulatory Relief services, offering without obtaining a
advanced license or other authorization.” %
manufacturi It also enables sandbox companies
ng, and life to provide an “offering under a
sciences and | waiver or suspension of one or
health care) more state laws or regulation””’
Utah Legal 2020 Usually two years 31 UT Supreme Certain legal | The sandbox allows “individuals
Sandbox, Office of Court Standing | services and entities ... to offer
Innovation, Utah Order No. 15 nontraditional legal services to the
Supreme Court (no public through nontraditional
corresponding providers or traditional providers
legislation) using novel approaches and
means”*®
Vermont 2020 One year; may be 0 VT Senate Bill | Insurance Waiver of regulatory and statutory
Insurance extended by up to 131 requirements during the sandbox
Sandbox, another year test if these requirements prevent
Department. of the product or service from being
Financial offered
Regulation
West Virginia 2020 Two years; may be | 1 WYV House Bill | Financial Permission “to temporarily test an
Financial extended by up to 4621 services® innovative product or service on a
Technology another year limited basis” without state
Sandbox, Division licensure or authorization®
of Financial
Institutions
West Virginia 2021 Three years; may 0 WYV House Bill | Insurance Limited no-action letter for new
Insurance be extended by 2221 innovative insurance products or
Sandbox, another year, after services, potentially resulting in an
Insurance which an extended extended no-action letter
Commissioner no-action letter
might be granted
Wyoming Financial | 2020 Two years; may be 0 WY House Bill | Financial Waiver of regulatory and statutory
Technology extended by up to 57 services requirements during the sandbox
Sandbox, Secretary another year test if these requirements prevent
of State the product or service from being
offered
Wyoming Financial | 2020 Two years; may be 0 WY House Bill | Financial Waiver of regulatory and statutory
Technology extended by up to 57 services requirements during the sandbox
Sandbox, Division another year test if these requirements prevent
of Banking the product or service from being
offered
Wyoming Medical Seemingly Two years; may be Does not WY Senate File | Medical Waiver of regulatory and statutory
Innovation not extended by another | appear to be No. 156 digital requirements during the sandbox
Sandbox, operational year operational assessment test if these requirements prevent
Department of technology the product or service from being
Health offered

Source: Publicly available information and author correspondence with regulators. This table has been adapted from a
longer upcoming CEI report, which provides a more detailed list of citations for the information contained in this table.
Unless otherwise indicated, Tables 1 and 2 reflect information up to date as of November 2021, when the data collection for
the longer report was completed.
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