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Innovation facilitators (IFs)

INNOVATION HUB

a dedicated point of contact for
firms to raise enquiries with
regulators on FinTech-related
iIssues and to seek non-binding
guidance on the conformity of

innovative financial products,
financial services or business
models with licensing or
registration requirements and
regulatory and supervisory
expectations

REGULATORY SANDBOX

a scheme to enable firms to
test, under a specific testing
plan agreed and monitored by
a regulator, innovative financial
products. It may imply the use
of legally provided discretions
by the relevant supervisor
(depending on the relevant
applicable EU and national
law), but they do not entail the
disapplication of regulatory
requirements that must be
applied under EU law

t European Securities and Markets Authority

Alternative forms of
innovation facilitation or new
activities by IFs:

+Digital sandboxes

*Hackathons / TechSprints

* Thematic cohorts
+Industry roundtables & workshops

*Helpdesk, contact point, innovation
office, forum

*Cross — jurisdictional coordination
*EU cross — border testing framework




EU mechanism of coordination ¢ ESMA
between hubs & sandboxes

EFIF -

EU network of

innovation
hubs &
sandboxes

January 2019

Joint ESAs Report “FinTech:
Regulatory sandboxes &
innovation hubs”

April 2019

The EC and the ESAs
launched the EFIF to
support cooperation
between innovation
facilitators & help
scaling up EU FinTech in
the EU

December 2023

Publication of the
updated joint ESAs Report

on innovation facilitators

About the EFIF

» Run jointly by ESMA, the EBA and EIOPA (the 3
called the ESASs); the Chair role rotates amongst
the ESAs annually; in cooperation with the
European Commission

» The September 2020 Digital Finance Strategy for
the EU calls to strengthen the EFIF & cooperation
between private and public stakeholders

> EFIF Members: All 27 EU Member States
(securities, banking,insurance sectors) + 3 EEA

» Adoption of the Taxonomy of Financial Innovation

» Meetings 3-4 times/year

v' sharing experiences from engagement
with firms through sandboxes and hubs

v'exchange of technological expertise and
reaching common approaches to the
regulatory treatment of innovative products
& services

v' case studies (e.9. RegTi

v' cross-border testing


https://www.esma.europa.eu/sites/default/files/library/jc_2018_74_joint_report_on_regulatory_sandboxes_and_innovation_hubs.pdf
https://www.esma.europa.eu/sites/default/files/library/jc_2018_74_joint_report_on_regulatory_sandboxes_and_innovation_hubs.pdf
https://www.esma.europa.eu/sites/default/files/library/jc_2018_74_joint_report_on_regulatory_sandboxes_and_innovation_hubs.pdf
https://www.esma.europa.eu/sites/default/files/2023-12/ESA_2023_27_Joint_ESAs_Report_on_Innovation_Facilitators_2023.pdf
https://digital-finance-platform.ec.europa.eu/cross-border-services/facilitators
https://www.esma.europa.eu/sites/default/files/2024-01/Taxonomy_of_Financial_Innovation_-_Matrix_and_Glossary.pdf
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Overview of IFs across the EEA

Year when IF became operational

v'30 countries established 41 14
iInnovation hubs by October 12
2023 o

v'Vs. 24 EU hubs in 2019

v'12 countries established 14 I I ‘ I I I I I

co

(3}

B

M

requlatorv sandboxes by ’ 2016 2017 2018 2019 2020 2021 2022 2023
October 2023
MW Innovation Hubs
v'Vs. 3 sandboxes in 2019 M Regulatory Sandboxes

m New types of initiatives

Source: 2023 ESAs Report on innovation facilitators


https://www.esma.europa.eu/sites/default/files/2023-12/ESA_2023_27_Joint_ESAs_Report_on_Innovation_Facilitators_2023.pdf

Innovation hubs

Country

BE
BG
CcY
CcY
Cz
DE
DK
EE
GR
GR

ES

ES
FI
FR
FR
HR
HR
HU

=
»

=

=

Name of the innovation facilitator

Sandbox & Fintech Contact Point
Fintech portal
Innovation hub

CBC Innovation Hub
CYSEC Innovation Hub
FinTech contact point

FinTech Innovation Hub
FinTech Team
Innovation Hub
BoG FinTech Innovation Hub
HCMC Innovation Hub

Queries on technological innovation

Portal Fintech
Innovation Help Desk
Pole Fintech et Innovation

Innovation & Digital Finance Hub

CNB Innovation Hub

Hanfa Innovation Hub
MNB Innovation Hub or InnoHub

FME FinTech Helpdesk

In the EEA

Hyperlinks
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Source: 2023 ESAs Report on innovation facilitators

1 ESMA

European Securities and Markets Authority

Central Bank of Ireland Innovation Hub

Milano Hub — Innovation Center of Bank
of Italy

Canale Insurtech

Canale Fintech

LIFTECH

Innovation hub Inovaciju centrs
Regulatory Laboratory / Financial
Innovation

LB Newcomer Programme
Innovation Hub

Innovation Office

AFM, DNB, ACM InnovationHub

Finanstilsynet Guide to fintech businesses

The KNF Innovation Hub Program

CMVM Innovation Hub

Portugal FinLab - Where regulation meets
innovation

FinTech+

ASF FinTech Innovation Hub

FinTech Innovation Hub

Inovacény hub (Innovation hub)

Banka Slovenije's Fintech Innovation Hub

Innovation Center

- Name of the innovation facilitator Hyperlinks
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https://www.fma.gv.at/en/fintech-point-of-contact-sandbox/fintech-navigator/
https://www.nbb.be/en/financial-oversight/general/contact/contact-point-fintech
https://www.fsc.bg/?page_id=15909
https://www.centralbank.cy/en/innovation-hub
https://www.cysec.gov.cy/en-GB/cysec/innovation-hub/
https://www.cnb.cz/en/supervision-financial-market/financial-innovation/
https://www.bafin.de/EN/Aufsicht/FinTech/fintech_node_en.html;jsessionid=85596F9F7850F787CE8A726BAB3263FD.2_cid501
https://www.dfsa.dk/Supervision/Fintech/Fintech-forum
https://www.fi.ee/en/finantsinspektsioon/innovation-hub
https://www.bankofgreece.gr/en/main-tasks/supervision/fintech-innovation-hub
http://www.hcmc.gr/en_US/web/portal/epikoinonia-entypa
https://www.bde.es/bde/en/secciones/servicios/Instituciones_fi/facilitadores-de-la-innovacion/facilitadores-de-la-innovacion.html
https://www.cnmv.es/portal/Fintech/Innovacion.aspx
https://www.finanssivalvonta.fi/en/fintech--financial-sector-innovations/innovation-help-desk-advises-on-licence-issues/
https://acpr.banque-france.fr/autoriser/fintech-et-innovation/le-pole-fintech-et-innovation
https://www.amf-france.org/en/professionals/fintech/my-relations-amf/discuss-amf-about-my-project
https://fintechhub.hnb.hr/en/
https://hanfa.hr/fintech1/
https://www.mnb.hu/en/innovation-hub/
https://www.fme.is/thjonustuvefur/fintech-thjonustubord/
https://www.centralbank.ie/regulation/innovation-hub
https://www.bancaditalia.it/focus/milano-hub/index.html?com.dotmarketing.htmlpage.language=1
https://www.ivass.it/operatori/sandbox/index.html
https://www.bancaditalia.it/focus/fintech/index.html?com.dotmarketing.htmlpage.language=1
https://www.consob.it/web/consob-and-its-activities/liftech
https://www.bank.lv/en/cooperation/support-for-fintech-and-innovations/innovation-hub
https://www.fma-li.li/en/
https://www.lb.lt/en/newcomer-programme
https://www.cssf.lu/en/financial-innovation/
https://www.mfsa.mt/digital-finance-fintech-and-innovation/
https://www.dnb.nl/en/sector-information/open-book-supervision/open-book-supervision-themes/innovation/innovationhub/
https://www.finanstilsynet.no/tema/fintech/veiledning-til-fintech-virksomheter/
https://fintech.gov.pl/en/innovation-hub-menu
https://www.cmvm.pt/en/The_CMVM/CMVMInov/Pages/CMVM-innov.aspx
https://www.portugalfinlab.org/
https://www.bportugal.pt/page/fintech?mlid=2852
https://asfromania.ro/en/a/850/fintech-hub
https://www.bnr.ro/FinTech-Innovation-Hub-20332.aspx
https://nbs.sk/en/financial-market-supervision1/fintech/
https://www.bsi.si/en/about-us/banka-slovenijes-fintech-innovation-hub
https://www.fi.se/en/fis-innovation-center/
https://www.esma.europa.eu/sites/default/files/2023-12/ESA_2023_27_Joint_ESAs_Report_on_Innovation_Facilitators_2023.pdf

“ ESMA

nd Markets Authority

Regulatory sandboxes in the EEA

- Name of the innovation facilitator Hyperlinks

Sandbox & Fintech Contact Point Link
_ cYy Sandbox Link
_ DK FT Labb Link
_ EE Sandbox Link
_ ES Espacio controlado de pruebas (Controlled testing space) Link
_ GR Bank of Greece Regulatory Sandbox Link
HU MNB Innovation Hub - Regulatory Sandbox Link
_ IT IVASS Sandbox Regolamentare Link
_ IT Banca d’ltalia Regulatory sandbox Link
IT Banca d'ltalia, CONSOB and IVASS Regulatory Sandbox Link
LV Bank of Latvia Regulatory Sandbox Link
LT Regulatory Sandbox Link
MT MPFSA FinTech Regulatory Sandbox Link
RO Plan to establish
NO Finanstilsynet's regulatory sandbox Link
m SK Regulacny sandbox Link

Source: 2023 ESAs Report on innovation facilitators


https://www.fma.gv.at/en/fintech-point-of-contact-sandbox/fintech-navigator/fintech-point-of-contact/
https://www.stockwatch.com.cy/en/article/hrimatistiriaka/cysec-launches-its-regulatory-sandbox
https://www.dfsa.dk/Supervision/Fintech/FT-lab
https://www.fi.ee/en/news/finantsinspektsioon-offering-chance-testing-innovations
https://www.tesoro.es/sandbox/solicitudes-para-el-espacio-controlado-de-pruebas
https://www.bankofgreece.gr/en/main-tasks/supervision/regulatory-sandbox
https://www.mnb.hu/en/innovation-hub/regulatory-sandbox
https://www.ivass.it/operatori/sandbox/index.html
https://www.bancaditalia.it/focus/sandbox/index.html?com.dotmarketing.htmlpage.language=1
https://www.consob.it/web/consob-and-its-activities/sandbox
https://www.bank.lv/en/cooperation/support-for-fintech-and-innovations/regulatory-sandbox
https://www.lb.lt/en/regulatory-sandbox
https://www.mfsa.mt/fintech/regulatory-sandbox/
https://www.finanstilsynet.no/en/topics/fintech-and-regulatory-sandbox/finanstilsynets-regulatory-sandbox/
https://nbs.sk/en/financial-market-supervision1/fintech/regulatory-sandbox/
https://www.esma.europa.eu/sites/default/files/2023-12/ESA_2023_27_Joint_ESAs_Report_on_Innovation_Facilitators_2023.pdf

Objectives & benefits of IFs

% ESMA

European Securities and Markets Authority

v'Both regulators and innovators recognise the benefits of Ifs (see ESMA

TRV report No.2 2022)

»spurring innovation while staying alert to emerging risks

»reduced asymmetric information
»reduced regulatory costs or uncertainty

Objectives of hubs

97% Enhance\ firms' understanding of the regulationand supervisory 100%
expectations
81% Provide gdidance on the conformity of applicant’s proposed 92%
77% 92%
74% 85%
61% 77%

45% Provide guidancg on the proporiionate application of
regulatory and supervisoyy requirements

Provide guidagce on the fechnology applied

35% N
(e.g. ANML, blogkchain, etc)
26% To attract new markgt participants
Reducing costs and time\for gharket entry for beneficial
23% . . ] .
innovative products/§ejvices/business models

549 inform authorities about their approach
(]

38%  establishing a netwdrk betwe

38% Prepare firms for s

Objectives of sandboxes

inckease knowledge of the authorities abgut financial
inngvations, risks posed and opportunitjes provided

foster innovation uptake in the finangial market

getinsights on potential need toadjust
regulatory framework

enhance irms understanding of the applicability of
the existing regulatory framework

enhance legal certainty within the market

and supervision, of financial innovations

authorities and
operatofs to fosfer innovation

ervision/regulation

Reducing costs and timeYof market entry for beneficial innovative
products/dervices/business models



https://www.esma.europa.eu/sites/default/files/library/esma50-165-2229_trv_2-22.pdf
https://www.esma.europa.eu/sites/default/files/library/esma50-165-2229_trv_2-22.pdf
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Inquiries & applications received

Average number of inquiries received by Applications to regulatory sandboxes received
innovation hubs (average per hub, per year) and accepted

70

140 - B Total applications received
120 - B Total applications accepted
100 40
80 30
60 20

10
0 , E

2018 2019 2020 2021 2022
2018 2019 2020 2021 @ 2022

Source: 2023 ESAs Report on innovation facilitators


https://www.esma.europa.eu/sites/default/files/2023-12/ESA_2023_27_Joint_ESAs_Report_on_Innovation_Facilitators_2023.pdf

Submission of
enquiries
(contact points
vie telephone
&/or electronic

interfaces,
online

meetings
and/or

websites)

Assigning
queries to the
relevant points

of contact in
the competent

authorities

. Quris posed

Response

Providing
responses to
the firms

t European Securities and Markets Authority

How an innovation hub operates

Competent
authority

Interaction
between
domestic

Record
keeping and
authorities; 3

countries

transparency

10
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Setting up & operating a hub

Pre-establishment principles
conduct solid analysis of

Potential > local market conditions
challenges > required appropriate expertise, powers &
» Expectations of processes
Inquirers do not > resources available to the competent authority

correspond to the _ -
scope & mandate ofthe  Operating principles

nub » to be made suitably visible to market participants

» Inquirers expecting to : _ _
get a “stamp of clearly defined points of contact for firms

>
approval” » defined & made public objectives, functions & tools
>

> No always meet the the scope of entities eligible for/served by the hub

expectations of should be clearly defined & made public
inquirers (prompt &

precise responses) > key_ information required from inquirers should be
» Domestic & cross- defined clearly

border coordination » providing a response within a reasonable rame
» Assessing performance > learnings from innovation facilitators di

internally & to the market

» operational functioning & resourcing sho
reviewed

11



How a regulatory sandbox operates

Application

sFirm submits an
application.
=Application
judged against
publicly
available
criteria.
#Decision on
participation
made by the
competent
authority.

Preparation

*Testing
parameters
determined by the
competent
authority.
= Where the activity
will involve the
carrying out of a
regulated activity
and the
appropriate
licence is not held
already, the firm
must apply for the
appropriate
licence.
«Limitations or
restrictions
imposed as
appropriate
pursuant to the
testing plan.

*Testing window
where firm is
able to test its

proposition.

«Competent
authority

monitors the

testing process.

.

% ESMA

European Securities and Markets Authority

Evaluation

=Results of test
reviewed and
evaluated.

*Decision taken
on the most
appropriate
approach to

exiting the
sandbox.

=As appropriate,

removal of
limitations or
restrictions
imposed for the
purposes of the
testing phase, or
discontinuation
of licence
(through
withdrawal).

12



Setting up & operating a sandbox

Potential
challenges

>

>
>

Keeping pace with
industry

Domestic coordination
Cross-border
cooperation

Level playing field
Perception as
endorsement of tested
innovations by CAs

2 tiers between the
firms in a sandbox &
outside it

% ESMA

European Securities and Markets Authority

Pre-establishment principles

>
>
>

conduct solid analysis of

local market conditions
required appropriate expertise, powers & processes
resources available to the competent authority

Operating principles

>
>
>
>

sandbox to be made suitably visible to market participants
clearly defined points of contact for firms
defined & made public objectives, functions & tools

defined & made public scope of entities eligible for testing
clear entry conditions/criteria

information to support applications for participation
participation in sandboxes should be acknowledged
testing parameters imposed to mitigate any risks
participating firms should disclose to any consumers
the fact the services are being provided in the
sandbox, and the implications for the consumer

» exit plans (both continuation or not teésied proposals)

maintaining records relating to the operatio

learnings from innovation facilitatQrs
internally & to the market

operational functioning & resourcing should be

YVVVY

13



EU Framework for Cross-Border

Testing

» Framework adopted in
2021 (EEIE initiative
linked to the EU Digital
Finance Platform)

» Aims to facilitate

SINGLE ACCESS
POINT

for information about which
national authorities to turn to and
national licensing requirements.

&

CROSS-BORDER TESTING
FRAMEWORK

developed by the European
Forum for Innovation Facilitators
where national supervisors
share experiences and build
expertise, steered by the European
Supervisory Authorities.

% ESMA

European Securities and Markets Authority

o

SANDBOX TESTING
PROCESSES

launched with multiple national
authorities in one step.

EQ A firm fills in and uploads a standardised common form, picking one of three options:

A 4

| 1| Multi-sandbox

testing

Testing in two or more regulatory
sandboxes in different Member
States, facilitating visibility
over the tests among national

[2]

v

—_—s

Observing
sandbox testing

Testing in a regulatory sandbox
in one Member State, facilitating
early visibility over the test for
observing national authorities in

v

I 3 | Sharing of test

findings

Testing in a regulatory sandbox
in one Member State, and making
findings from this test available
to national authorities in another/

authorities involved in testing,
and possibly also for additional
observing national authorities.

communication and

cooperation among the
participating national ke
auth Orltl e S r e g ar dln g [l'm? Relevant national authorities consider the request and notify the firm of the decision on admission.

sandbox testing

another/other Member State(s). other Member State(s).

Additional national authorities can indicate interest in getting involved, either as an observer or by
receiving test findings, subject to the firm’s approval.

National supervisors
can share information

At the end of the testing period, national authorities evaluate the and discuss relevant

E:—_@} results (unless testing is ended prematurely and the firm exits the issues via the

sandbox). Platform.

-
Individual national authorities prepare and run the testing process
according to the respective national requirements.
-

,—((.)ﬁ High-level information about testing and lessons learned is shared with the European Forum for Innovation
0.6 O, Facilitators.

T —

14


https://www.esma.europa.eu/document/efif-procedural-framework-cross-border-testing
https://digital-finance-platform.ec.europa.eu/cross-border-services/facilitators
https://digital-finance-platform.ec.europa.eu/
https://digital-finance-platform.ec.europa.eu/

t European Securities and Markets Authority

Any questions?

15
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