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Introduction

® A regulatory sandbox is a site for experimenting cross-sector
innovations. It helps overcome existing service frameworks to provide
consumers with diverse, high-quality, and dedicated services.

® mplementing innovations ® Risk management

It provides a site for experimenting It examines potential risks " in

FinTech development and innovation in advance to ensure
opportunities  for testing and that products and services set to
verifying innovative ideas. enter the market in the future can

account for both the stability of the
financial system and protection of

consumer rights and interests.

The confidence of financial consumers and stable operations of the market are the

cornerstone for all innovations.
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® Purpose of legislation

Financial
Technology
Innovative
Experimentation

Establish a secure

(PR

Financial Supervisory Commission R.0.C. {Taiwan)

Responsible innovation

Business scope
Utilizing technological
innovation or business model
innovation to  undertake
experimentation of financial
businesses  that requires

special permission

Safe trials
Verify the feasibility of the
innovative concept, exclude the
application of regulations and
orders, and exemption from
penalties and administrative
liabilities

environment for
R&D and trial . =~ .
. Implementation plans Expected benefits
operations . . . .
* Review and study financial * Increase the efficiency of
. Balance financial regulations financial services
market order and * Study drl]ffer_entlated <:] * Reduce management and
consumer protection management mechanisms usage costs '
* Apply the same management * Increase consumer rights and
for the same businesses interests

~~

Promote FinTech development and financial inclusion
Increase financial competitiveness and promote national
economic growth 4
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Introduction

Financial Financial
businesses that » Technology

require FSC | Innovative
approval Experimentation

v'Examples for innovative experimentation applications

1. When tech companies and startups use innovative methods and blockchain technologies for fund
exchange businesses, the competent authority will review the implementation status of innovative
experiments and implement tiered management for regulatory adjustments to help them transform into
securities firms and continue business operations.

2. The finance industry uses innovative methods to process financial businesses that require special
permits. For instance, life insurance companies and travel platforms engage in cross-sector collaboration
for consumers to purchase travel packages and travel insurance on the same travel platform to implement
scenario-based finance.

e Explanation of the eligibility of "pilot programs”

1. Tech companies and startups only provide the finance industry with related innovative technologies
or know-how such as customer risk assessment, wealth management investment modeling, big data
analysis, and real-time supervisory systems. Those that have not engaged in financial businesses that
require special permits are required to request their partner financial institutions to apply to the FSC
for approval for their pilot programs.

2. When financial institutions improve their existing business technologies such as diverse cash
withdrawal methods, customer signature methods (biometrics or electronic signature), pilot programs or
recommendations for amendments shall be proposed in accordance with regulations for each industry.
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Introduction of Sandbox Regulations

» Hnancial Technology Development and Innovative Experimentation Act and

subsidiary legislation

Regulations Governing the
Operations of Financial
Technology Innovative
Experimentation Review
Meetings and Evaluation
Meetings

Operation methods, members,
and items that require recusal

Innovative experimentation
applications, extensions,

Regulations Governing Fees for
Handling Civil Disputes Arising
from Financial Technology
Innovative Experimentation

Threshold amount for the
applicant to accept ombudsman
decision

Financial
Technology
Development and
Innovative
Experimentation
Act

Regulations  Governing
Anti-Money Laundering
and Countering Terrorism
Financing of Financial
Technology  Innovative
Experimentation

Customer identity verification,

transaction monitoring, and
retention of related records

Regulations on Guiding
and Assisting
Technology Development

Financial

Guidance and assistance
measures and setting up physical
clusters

6



Introduction of Sandbox Regulations
(the numbers refer to the article number of the Act)

o Key points of regulations

13

Consultation

and guidance

appropriate and
adequate
information
security
measures

Verify the necessity
of the application and
the qualifications of
the applicant
Explanation of the
necessary criteria for
the experiment
Guidance for the
applicant in  the
preparation of the
experimentation plan

() sREEzEzAR

Financial Supervisory Commission R.0.C. {Taiwan)

Protection of
participants

No fees required
for innovative
experimentation Exclusion of
applicable
19 regulations
- Assessment of
Application Experimentation : .
; supervision results and exit
review .
mechanisms
_Inter-e_\gency review Regulations on the Members of the review‘
including external prescribed period meeting and regulations
experts Verify the compliance Principles for providing
Members and and implementation of evaluations and
reg_ulatlons ) of the the plan recommendations
review meetln_g Extend Exit mechanism when
Review requirements experimentation period the innovative
& standards Change the experimentation is

Approval and
rejection criteria and
response measures

experimentation plan
File supervisory report
Review regulations
and measures
Process consumer
disputes

terminated on own
initiative, or cancelled or
revoked by the

competent authority
-




TREEEEEEE

Financial Supervisory Commission R.0.C. {Taiwan)

=)

Introduction of Sandbox Regulations

Innovative experimentation

Processed in accordance with
related regulations

ot a financial

business that

requires a special

permit

) Consultation Apply for
Applicant and Guidance P experiment
formulates plan Financial business ation

that requires a
special permit

S

\

~

process

Rejection

FSC
enes a review meeting (within 60 d

Application
rejected

Approval

J

FSC
convenes
meeting and
completes the
evaluation (60
days)

Report results
within 1 month
of the expiry of
experimentation

period

Notify evaluation
opinions

Apply for business
operations
Obtain license
and work with

other companies

Commencement within 3
months of receiving
approval

Experimentation period
must be within 12
months

Experiment

« Periodic reports: Explain conditions
of the experiment
Benefits found: FSC shall review
and study financial regulations, and
provide matchmaking, referrals, and
guidance for startups
Negative impact: If there is a
severe unfavorable factor,
overstepping of the authorized
scope, or failure to comply with
management measures, the FSC
shall revoke the authorization

Applicant may apply for
1 extension of 6 months

sleak ¢ paaoxa jou Aew pouad
uoneuaWLRdXa dIUd YL

If the  experimentation:
involves an amendment of
regulations, the number of

extensions shall not be
limited (6 months per
extension)
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Introduction of Sandbox Regulations

® Exclusion of applicable regulations and exemption in the Act

Exemption from
penalties for
financial

businesses that
require special
permits

Regulations in financial
laws: Financial institutions
that are not established in
accordance with
requirements for special
permits of the law may not
engage in financial
businesses that require
special permits.

The applicant shall be
exempted from penalties
for financial businesses
that require special permits
during the experimentation
period.

26

Exemption from
applicable
regulations,

orders, or
administrative
rules

The FSC or other government agencies
may grant exemption from regulations,
orders, or administrative rules in part or in
whole to the innovative experimentation
during the experimentation period and
release the applicant from relevant
administrative responsibilities. However,
the provisions of the Money Laundering
Control Act, Terrorism Financing
Suppression Act and related regulations,
orders, or administrative rules will still

apply.

€ Financial services industry: Exemption
from specific regulations, orders, or
administrative rules.

4 Non-financial services industry: For
entities originally not regulated by
financial regulations, the FSC shall
define the legal requirements to be
followed in the experimentation
program, and shall specify the
compliance items and required
commitments for the applicant

25
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Introduction of Sandbox Regulations

® Qualification requirements for the applicant

C Scope of applicants : C Negative qualifications 3

Penalties for violation

Where the applicant, its responsible person, or agent violates the regulations, the approval for the
of regulations on experimentation shall be revoked
negative

If the responsible person and agent violate the regulations, they must be replaced within a specified time
qualifications or the approval shall be revoked
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Introduction of Sandbox Regulations

® Review requirements & standards of the competent authority ¢ 71’

e The experimentation involves
financial  businesses  that
require the permission,
approval or concession of the
competent authority

It clarifies the key points o
regulations for the
experimentation application
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Introduction of Sandbox Regulations

® Review requirements & standards of the competent authority ¢ 7 »

Perform a complete assessment]
of the biggest risk that may be
created: Potential, indirect, and
chain reaction risks

Set up an independent and
effective  risk  management
mechanism (risk patterns,
monitoring and control
mechanism, and response
mechanism)

Establish procedures for|
submitting periodic reports and
special reports

The reasonableness of granting the]
applicant's innovative experimentation
the exemption from  applicable
regulations, orders, or administrative
The appropriateness of exit mechanism
regarding the rights and obligations|
between the applicant and the
participants

The completeness of mechanisms fo
anti-money laundering and combating
financing of terrorism

Partners and their  cooperation
relationships when it is necessary fo
the applicant to cooperate with othe
financial institutions

The concreteness of the innovative)
experimentation plan without explici
difficulties for implementation

The professional proficiency possesse
by the applicant to implement
innovative experimentation plan
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Introduction of Sandbox Regulations

Review standards — Scope and scale of the experimentation 5

The number of participants and the

netary amount involved in the

The aggregate amount of funds, transactions
or risk exposures associated with the
contracts shall not exceed NT$100 million.
However, it may be expanded to NT$200
million with approval.

Maximum amount for individual participants
that are not qualified institutional investors:
The amount of consumer credit or loan shall be limited
to NT$500,000 (NTD only).
The premium or service fees of an insurance product
shall be limited to NT$100,000, or the insured amount
shall be limited to NT$1,000,000 (or equivalent foreign
currency thereof).
Other financial products or services shall be limited to
NT$250,000 (or equivalent foreign currency thereof)

Experimentation
scale

How to set the scale?

The legal limits may be reduced or increased
based on the resolutions of the review meeting
in accordance with requirements for individual
cases.

The amounts of funds do not include
investment income or interest income.

The review meeting should determine the limit
of total service fees charged and the limit of
service fees charged to any single participant
in view of the nature of individual business,
protection measures adopted and actual
management needs.

The limit of financial products or services provided by the applicant to any single
participant set by the applicant itself based on the business nature of the

innovative experimentation and the protection
compensation planned after evaluating its own financial position and risk capacity.

measures and appropriate

13



(-"- SHEEEEEEE

e/ Financial Supervisory Commission R.0.C. {Taiwan)

Introduction of Sandbox Regulations

® Review standards — Protection measures | 13-18

® Regulations for the protection of participants in the Act ( 20-24 )

In case of a civil dispute, an
application for ombudsman services
The applicant’s liability to may be filed with the applicant or the
participants may not be limited Financial Ombudsman Institution; the
or waived by prior agreement Financial Ombudsman Institution
may charge applicants dispute-
handling service fees

Contracts should conform Applicants shall comply with

to the principles of Participant the Personal Data Protection
fairness, reasonableness, protection Act

in the collection,
processing and use  of
participants' data.

equality, reciprocity, and
good faith.

Provide protection measures and
Advertisements shall be free of mechanism for exiting the
falsehood, deception, experimentation
concealment, or other The scope of the experimentation,
situations sufficient to mislead rights and obligations, and
others. related risks must be specified in
the contract
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C:

Introduction of Sandbox Regulations

Timing for
initiating the
exit
mechanism

Manner and
time of
notifications

Persons who
will handle the
exit
mechanism
and procedure
or process

Review standards — Exit mechanisms

Events that
may trigger
the exit

mechanism authority

Exit mechanism of the
experimentation plan

The
mechanism for
negotiating
with
participants

Other matters
as required by
the competent

Potential risks
after the exit

The
termination or
referral
mechanism for
services or
products

Settlement of
funds, its return
operation, and
processing of
other rights and
obligations
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Introduction of Sandbox Regulations
® Review standards — Exit mechanisms

After an innovative experimentation
ends, the applicant shall handle the
personal information of participants in
accordance with Paragraph 3, Article
11 of the Personal Data Protection Act.

Where an innovative experimentation
involves the receipt of funds, the applicant
shall, within 1 month from the date th
experimentation ends, return or dispose
the remaining funds in an agreed manner.

When the innovative experimentation is
terminated by the applicant, or canceled
or revoked by the competent authority or
when the innovative experimentation
period ends, the applicant shall handle
exit related matters in accordance with
the exit mechanism approved by the
competent authority and the instructions
of the competent authority, and notify the
participants.

An applicant shall, within 3 business days
after completing the exit mechanism, report
the implementation results to the
competent authority for record.

The report on the innovative
experimentation results in accordance with
Article 16 of the Act shall include the
implementation  status of the exit
mechanism, and if applicable, subsequent
planning for the financial business
involved in the innovative experimentation.

16
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Introduction of Sandbox Regulations

® Supervision and Administration of Innovative Experimentation — ¢ 12
Commencement regulations

Commencement of experimentation

- An applicant shall commence an approved
innovative experimentation within 3 months
from the date of receiving the notice of approval
decision made by the competent authority
pursuant to Paragraph 1 of Article 8 herein.

- Should an applicant fail to commence the 2
approved innovative experimentation within the Written notification
prescribed period set out in the preceding
paragraph, the approval granted by the FSC - An applicant shall notify the FSC in
shall no longer be valid, writing the date on which the

- The FSC shall notify the applicant of such decision approved innovative experimentation
in writing and disclose the date on which commences within 5 business days
approval of the experimentation is invalidated from the date of commencement.

and reasons therefor on the FSC website.

17
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Introduction of Sandbox Regulations

® Supervision and Administration of Innovative Experimentation— ( 9
Extension of experimentation

Extend experimentation period

- The period of innovative experimentation shall be
limited to 1 year. Only 1 extension shall be permitted
and must be no longer than 6 months.

- However, when an innovative experimentation involves
any law amendment, the extension of the
experimentation period is not limited to once (each Required items in the
extension period shall remain 6 months), but the entire  application form for extending
experimentation period shall not be longer than 3 years. the experimentation period

- The current status of innovative experimentation
and expected benefits already achieved
Reason(s) for the extension

Length of extension requested and expected
benefits

3 Reasons for rejection

- Unreasonable plans, detrimental to the financial y 5 4 ) ; {
market or the interests of participants, or failure to - Disputes arising during the experimentation period
take effective remedial action in accordance with  and how they were handled
Paragraph 2, Article 14 of the Act Status of remedial actions taken when the FSC

requested the applicant to make improvement
within a given time period 18
- Other matters required by the competent authority
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Introduction of Sandbox Regulations

® Supervision and Administration of Innovative Experimentation — ¢ 10 4
Change of experimentation
No changes can be made to an innovative
experimentation plan approved by the competent
authority
However, if the change
1. does not involve important elements of the experimental financial
business, and
2. and does not have material impact on the interests of participants,
the applicant may make changes after applying for the change and
obtaining approval of the FSC 2
Definitions of important elements
3 Notifications after an experimentation - The fln:clnaal businesses that requires the
x permission of the FSC
is changed A . ’
) ) - Utilization of technological innovation or
- After receiving approval, the applicant shall business model innovation
notify thg fmelr Wr't',?g (ElsgrciON Wh'ihtfche - Benchmarks for measuring the expected
approys INNOVaTIY i Al A benefits of the innovative experimentation
commences within 5 business days from the

date of the change of the experimentation.

19
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Introduction of Sandbox Regulations

® Supervision and Administration of

— Supervisory reports

Periodic reports

- An applicant shall submit periodic reports signed
by the applicant

Statement:

1. The innovative experimentation is carried out
in consistence with the content approved by
the competent authority

2. Status of regulatory compliance
- Report content:
1. Progress of the experimentation
2. Implementation status of information security

3. Implementation status of matters requested by
the competent authority

4. Other matters that should be reported to the
FSC

Innovative Experimentation 20-21

Special reports 2

- When an applicant has any of the following situations

during the innovative experimentation period, the
applicant shall submit a special report signed by the
applicant no later than the next business day of
occurrence:

A situation under any of the subparagraphs of
Paragraph 1, Article 15 of the Act

Having material changes to its finance, business
or personnel

Ending the innovative experimentation on own
initiative

Having an information or communications
incident

Media report that may affect the applicant's
business reputation

Where the FSC requests a special report

Any material situation deemed by the applicant
that it should be immediately reported to the FSC
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Introduction of Sandbox Regulations

® Supervision and Administration of Innovative Experimentation ¢ 15
— Revocation and approval

@® A materially adverse o Deviation from
situation permitted scope

@ Failure to take timely
remedial action

The innovative experimentation The innovative experimentation The applicant fails to comply
involves a situation that is outsteps the scope approved by with Paragraph 1, Article 14 of
materially adverse to the the FSC or violates the the Act and fails to take

financial market or the interests additional requirements and remedial action within the given

time period as ordered by the
FSC

of participants obligations set by the FSC
4

Any of the aforementioned conditions occurs during
the experimentation period

FSC may revoke the approval for the experimentation
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Introduction of Sandbox Regulations

® Supervision and Administration of Innovative Experimentation

— Consumer dispute resolution

Collection of fees based on the nature of the
ombudsman service case

Nature of ombudsman service: In a dispute case
where the FOI renders an ombudsman decision
wholly or partially favorable to the participants of the
innovative experimentation, the FOI will charge the
applicant a NT$10,000 dispute-handling service fee
for each such case.

Nature of other services: Where a dispute case
results in  withdrawal by the participant,
reconciliation reached through mediation or an
ombudsman decision wholly unfavorable to the
participant, the FOI will charge the applicant a
NT$6,000 dispute-handling service fee for each
such case.

If an application for ombudsman service is
withdrawn before the FOI sends a written notice to
the applicant asking the applicant to state his
opinion, no dispute-handling service fee will be
charged.

‘ Collection of fees for group ombudsman services

If the number of participants is under 100, two times the fees
will be charged.

If the number of participants is over 100, the fees will be
increased one time for each increment of 100 participants; an
increment of less than 100 will be counted as 100.

Where the results of a case cover both natures of service, the
nature of the case will be determined by the majority results.
Where the number of participants is the same in both natures
of service, the dispute-handling service fees will be NT$8,000
based on the standards under the preceding paragraph.

A participant who fails to inform the FOI in writing stating the
intention to self-continue the ombudsman case within 7
working days and is thereby regarded as having withdrawn
the application for ombudsman service will be counted into
the number of participants under the nature of other services.
The participant will be charged in accordance with the
preceding regulations.

The FOI will mail an applicant a bill for dispute-handling service fee after a dispute case is concluded, which - the applicant should pay within 1 month from the date of receiving the

bill.

22
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1 Guidance Procedures

Do you want to start a

FinTech service? Q) O
Is it a financial business that ) ®)
requires a special permit? o S
i - g 2
Q, S =
? Does it conflict with existing Q/> Q)
financial regulations? Qﬁ) [
e
. 705

@D

Does the business scope
make it difficult to determine

whether it complies with
regulations?
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Guidance Procedures

Front shop, back factory partnership mechanisms

An R&D concept with FinTech innovation but incomplete plans
Seek assistance regarding related regulations from the
"Innovation Regulatory Sandbox Platform" of the Ministry of
Economic Affairs

® https://www.sandbox.org.tw

FSC consultation and guidance contact
information

® A FinTech business innovation with complete plans
® FSC consultation and guidance contact information

(02)8968-0086, 8968-0240, 8968-0081, 8968-0071, 8968-0108, 8968-0120
® Send an explanation of the business model in an e-mail to fintechcenter@fsc.qgov.tw

uoIllelNsuod

24
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Guidance Procedures

Not governed by the FS
Processed in accordance
with related regulations

Business innovation
unrelated to finance

Business innovation that

conflict ~ with  financial Regulatory Sandbox

regulations and requires
exemption

aouepIinb pue uolre}nsuo)d

Business innovation that ¢ Pilot program
does not conflict with *«Processed in accordance
financial regulations with related regulation

25
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Innovative Experimentation Application

4 Application documents

Consult with the

1. Application form FSC guidance
. . , contact window
2. Applicant information for guidance
3. Innovative experimentation before filing an
plan official
application

Provide three copies of the application form
and documents as well as digital files

» Application documents specified in Article 4
of the Act

» A statement that the individuals specified in
Paragraph 1, Article 5 of the Act do not have
negative qualifications

* The applicant must provide supplementary
information within the specified period
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Innovative Experimentation Application

® Disclosure of application documents on the FSC website
(Chinese: : https://lwww.fsc.gov.tw/ch/home.jsp?id=685&parentpath=0,7,478)

(English: : https://lwww.fsc.gov.tw/en/home.jsp?id=125&parentpath=0,3,117)
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Innovative Experimentation Application

® Innovative experimentation plan

Management team

* Source of funds

* Information on key managers carrying
out the innovative experimentation

» Cooperation agreements and
description  of relevant parties
regarding their respective rights and
obligations if the innovative
experimentation will be conducted in
collaboration with other individuals

Protection of participants

» Major clauses of the contract signed
with participants

» Participant protection measures

Contents of the experimentation

* The financial businesses that the
innovative experimentation will be
involved

» Scope and scale of the experimentation

*« Benchmarks  for  measuring the
expected and achieved benefits of the
innovative experimentation

Risk management mechanisms

Potential risks during the experimentation
period and risk management mechanism

Description of money laundering and
terrorist financing risk assessment and
risk mitigation measures established
using a risk-based approach

Information  systems used in the
innovative experimentation, and
description of security control operation
and risk response measures

Innovativeness

» Description of innovativeness
--- Technological innovation
or business model innovation

* Relevant information on
financial technology patents
involved

Exit mechanisms

Exit mechanism when the
innovative experimentation is
terminated on own initiative, or
canceled or revoked by the
competent authority or when
the experimentation period
ends

28
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Innovative Experimentation Application

® Instructions for filling out the innovative experimentation plan

The financial businesses that the innovative experimentation will be involved

© 6Ws

- What: Scope of innovative experimentation products or services

- who: Whether there are restrictions on the qualifications of participants or the
contents of the experimentation, KYC procedures, and product fithess

- Howmany: Scale of the experimentation

- How: Provide the business model of the product or service, operating
procedures, and flowchart

- when: Provide the schedule for the product or service and the timing for the
settlement of transaction funds or service fees

- what: Channel for providing products or services

>] Regulations, orders, or administrative rules that the innovative experimentation may be in conflict
with, reason of the conflict, and explanation of the reasonableness of the exemption from such
regulations

29
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Conclusion

C’ *» The FSC encourages all FinTech innovation

* We welcome financial institutions, tech companies, and
startups

* We protect consumer rights and interests and maintain
order in the financial market

» Create financial value and competitiveness, promote public
welfare, and ensure financial inclusion

Collaborativ:
FinTech
development

Tech
companies —

participate in
finance/

Financial .
institutions _ |
use

technologie]
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