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PENSION FUND REGULATORY AND DEVELOPMENT AUTHORITY At Mahotsav
CIRCULAR

Circular no.: PFRDA/2022/15/FT&DA/01 28" July, 2022

To,

All Prospective Participants in Inter Operable Regulatory Sandbox (IoRS) & other Stake
Holders

Subject: Responsible Innovation through Regulatory Sandbox(RS)

Regulatory Sandbox (RS) nurtures responsible innovation in
Financial/Pension/Retirement Planning services to promote efficiency, which eventually
benefits the investors, Subscribers, consumers and users. It is a formal regulatory
program for market participants/Stake holders to test new products/modified variants,
services or creative business models with users in an environment, subject to certain
safeguards, reasonable caution and adequate oversight. The proposed financial service
which is to be launched under the RS should invariably include new or emerging
technology or use of existing technology in an innovative way and should necessarily
address a problem, fill a void and bring benefits to consumers.

2. RS is aframework that allows Fin-tech innovators to perform live experiments in a
controlled environment under supervision of PFRDA or the respective Sector
Regulator. One of the significant benefits of the RS, it facilitates the conduct of
field tests to accumulate evidence with respect to advanced benefits and risks of
new financial innovations.

3. RS provides a structured platform in the financial ecosystem with outcome of new,
Innovative, relevant and cost-effective Fin-tech technologies that possibly convert
to provide the consumers with the cost optimized financial/pension products.
Considering immense benefits of RS, an Inter Regulatory Technical Group (IRTG)
on Fintech constituted.

4. Standard Operating Procedure (SOP) for Inter Operable Regulatory Sandbox
(IoRS) designed and approved by the IRTG on Fintech. The SOP (Annexure)
facilitates for the testing of innovative hybrid financial product/services falling
within the regulatory ambit of more than one financial sector Regulator. Interested
Innovators, start-ups, fin tech players etc. are welcome to apply for participating in

the I0RS.
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5. Consent for operating in RS provided after the scrutiny of the application by
Principal Regulator (PR) and the Associate Regulators (AS) as per I0ORS-IRTG
framework. Those innovative ideas that does not fall under the ambit of more than
one Regulator will be taken up the PFRDA/ respective Regulator as the case may

be.

6. The interested participants of RS can apply and write to fintech-data@pfrda.org.in.

Yours Sincerely

Digitally signed by
K MOHAN GANDHI

Chief General Manager
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Annexure

Inter-operable Regulatory Sandbox

(Standard Operating Procedure)

IoRS —Process and Participants

A mechanism to facilitate testing of innovative hybrid financial products/services
falling within the regulatory ambit of more than one financial sector regulator.

The financial regulators that are members of the IRTG on FinTech shall provide
specific consent to participate in the IoRS arrangement under the aegis of IRTG
on FinTech.

Governance Structure

1. Coordination Group (CG) of I1oRS (FinTech Department of RBI)

Provide necessary secretarial support

Conduct preliminary scrutiny of the application form based on the minimum
eligibility criteria under whose remit the dominant feature of the product falls

Forward the application to the concerned PR and Associate Regulator (AR) under
whose purview the innovation falls.

2. Principal Requlator (PR)

Conduct a detailed scrutiny of the application based on its own framework.

Co-ordinate with AR(s) regarding aspect of the product, which falls under their
remit

PR shall reserve the right on admissibility of the hybrid product/solution/innovation
as per its RS framework and accordingly communicate to the applicant

Governance Structure

Finalize the test design in consultation with AR(S)
Communicate the final decision to CG/IRTG on FinTech, for information

To evaluate the product as per the framework of the PR, which may also reflect
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e Appraisal by the AR(s), while deciding on suitability and viability of the
product/services.

3. AR

e To provide specific inputs, stipulate condition regarding aspect falling under its
remit for parameters to be tested, boundary condition, risks to be monitored, etc.

e To provide the inputs at the earliest but not later than 30 days from receipt to
preference from the PR

e To assist the PR in finalization of the test design

4. Designing of the application form and other features

e The application form should contain important features of the product, innovations
proposed, remit of regulators under which the hybrid product falls and ‘Principal
Regulator (PR) and ‘Associate Regulator’ (AR) therefor.

e A sub-group comprising of a representative each from members of IRTG on
FinTech shall be constituted for designing of the application form.

e Draft application designed by the sub-group shall be presented to the Group for
approval

e The application IoRS shall be on tap basis ’in the prescribed application form

5. Other features

The dominant feature shall be decided on the two factors

I. Type of enhancement to existing products like loans, deposits, capital market
instruments, insurance, G-sec instruments, pension products, etc.,

il. The number of relaxations sought by the entity for undertaking the test under
the IoRS.

e Post testing in IORS, regulatory dispensation required from PR and AR before
launching the product in the market.

e The product being admitted under the I0RS shall be published by the concerned
regulator, specifically indicating that, it is under IoRS of IRTG on FinTech.

Please write to fintech-data@pfrda.org.in for further assistance
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Weredt Seata, FAarernt, AfSrararell, TSR ST STANTEHRATA T SAdd: ATATRAT FIA F
3297 ¥ faf /e /aariaa ity FemT Farst § It Tar= % AreAy ¥ 3AqT A dgrar <ar g |
T I FgATH/RAETERT T S(ad ardrEa<er § SYANTRATAl & 9T 90 IcqT1/396
TINTAT ThTL, AT AT THATHS AT AiSd FT T Fed & forw [fda v sio=mhes
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1. Weteds deataq (RS) UF UHT €34T §, ST {hae® st=awai (Fintech Innovators) &
ProwareT a1 FE oy g s & Jheor § v Rt amareer § auw e
AT FXA i SATATT aqT g | [eredt deaiad (RS) F Agca ol ardl § & U g AT
TATAT o ST ATV 30 STTEHT o OFa=a § 18T STHT FLA (o707 &7 T 6 GATeAT
T e T2 Far g |

2. Weredt deaiq (RS) T4, Wiaefier sfi arra swarat fhdes aaeiat & arr G
FTATALT § T UHT HF T HLAT g ST THAA: STHITHTAT ol AN AR (T (o< 17/9 e
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3. A I¥ Trex Weredt efaamhe I (IRTG) FIRT Tved A(Tad [[eedt deaiad (IoRS) &
T AT ST IiehaT (SOP) T afahfodd oY AqATGd (haT 4T & | AT d=T1
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4. Weredt d=ai@q (RS) H #9419 & ™U #gA, IoRS-IRTG §3=AT & AqHT THE

e o Fea it RATeent & g7 siaae it ST o AT &f St | F Taendt f[a=mw
STT Ueh § SATereh (HATHHT F ST & | Ag! o, Sve TIURALS (U/Fa era Harae, €T
ot HTHET 2T, F 919 o ST AT

5. Weredt deatad (RS) | =g IAAN fintech-data@pfrda.org.in % ATAET T T
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Ty,

Digitally signed

by K MOHAN
GANDHI
HeT HgIddh
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