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Could	Vermont	Adopt	a	Regulatory	Sandbox	for	Blockchain	and	FinTech	Pilots?	

	

Vermont	has	created	opportunities	for	innovation	in	the	Financial	Technology	sector	(FinTech),	including	
adopting	legislation	establishing	a	Blockchain-Based	LLC,	enacting	other	provisions	intended	to	make	the	
State	friendly	to	Distributed	Ledger	technology,	and	authorizing	the	Personal	Information	Protection	
Company	(PIPC).		In	discussions	with	FinTech	and	blockchain	businesses	interested	in	Vermont,	the	
creation	of	a	Vermont	regulatory	sandbox	has	emerged	as	a	possible	next	step.		Such	a	facility	has	been	
set	up	in	a	growing	number	of	jurisdictions	around	the	world,	including	in	Arizona	here	in	the	United	
States.				

Vermont	has	recently	established	an	Interagency	Working	Group	to	study	both	the	concerns	and	
opportunities	raised	by	distributed	ledger	technology,	and	we	anticipate	that	consideration	of	some	kind	
of	sandbox	approach	may	be	part	of	their	discussions.		This	research	paper	will	provide	background	and	
a	possible	framework	for	consideration	in	any	evaluation	of	a	regulatory	sandbox	approach.	
https://ago.vermont.gov/blog/2018/12/10/attorney-general-and-state-agencies-launch-working-group-
to-study-blockchain-technology/					

	

1.	Introduction	

a.	What	is	a	regulatory	sandbox?	

A	regulatory	sandbox	is	a	tool	that	governments	can	use	to	foster	innovative	approaches	to	commercial	
activity,	such	as	the	development	and	deployment	of	FinTech	applications.		These	innovative	
approaches	can	come	both	from	established	players	and	from	early	stage	companies.		The	sandbox	is	
permissive,	in	that	it	creates	opportunities	for	experiments	that	might	not	fit	within	existing	regulatory	
frameworks;	it	is	also	supervisory,	in	that	it	invites	innovators	to	work	within	regulatory	oversight,	rather	
than	ignoring	it	on	the	theory	of	asking	forgiveness	later.		Such	a	sandbox	“allows	FinTech	startups	and	
other	innovators	to	conduct	live	experiments	in	a	controlled	environment	under	a	regulator’s	
supervision.”		https://www.bbva.com/en/what-is-regulatory-sandbox/		

A	number	of	jurisdictions	around	the	world	have	established	these	testing	grounds.		The	UK	is	a	leader	in	
this	movement.	In	2015	its	Financial	Conduct	Authority	issued	a	report	setting	out	both	the	rationale	for	
a	sandbox,	but	also	suggestions	for	its	shape	and	operations.	See:	
https://www.fca.org.uk/publication/research/regulatory-sandbox.pdf		

b.	Rationale	and	Goals	

Existing	sandbox	initiatives	have	set	out	a	number	of	rationales	and	goals	for	their	existence.	These	
include:	

Speeding	Productive	Innovation.		Legacy	regulatory	regimes,	however	well	intentioned,	have	necessarily	
been	tailored	to	a	set	of	practices	and	concerns	growing	out	of	the	established	customs	of	the	targeted	
industry.		As	a	result,	they	often	mandate	approaches	that	will	block	truly	innovative	steps.		The	process	
of	removing	these	impediments	through	traditional	legislative	and	regulatory	revision	is	generally	
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cumbersome.			A	lighter	touch,	that	involves	controlled,	supervised	experimentation,	can	be	a	quicker	
route	to	permitting	–	and	regulating	–	productive	innovation.	

Bringing	Innovation	Out	of	the	Dark.		If	the	regulatory	barriers	remain	too	high,	there	is	the	temptation	
for	innovators	to	“seek	forgiveness	and	not	permission.”		The	example	of	Uber’s	assault	on	the	
traditional	taxi	industry	illustrates	such	a	strategy.		This	approach	is	not	optimal,	either	for	society	or	for	
the	companies	involved.		Rather,	it	is	important	that	innovators	and	regulators	engage	in	a	productive	
dialog	as	new	applications	and	business	models	are	developed.		The	sandbox	approach	should	be	
designed	to	encourage	just	such	an	interchange.	

Regulatory	Education:	A	more	collaborative	approach	will	allow	the	regulators	to	learn	directly	about	
the	functioning	of	the	innovative	companies	and	their	creative	applications	and	products.	This	will	allow	
Vermont’s	government	to	be	more	nimble	and	accurate	in	allowing	productive	innovation	and	short-
circuiting	harmful	practices.		Rooting	regulatory	approaches	in	experience	will	also	produce	improved	
frameworks.	

Benefits	to	the	Consumers.		The	new	products	and	services	that	become	possible	through	FinTech	
applications	should	not	just	benefit	their	suppliers.		To	be	successful	over	the	long	haul,	they	should	also	
bring	benefits	to	consumers.		Internet	banking,	while	not	a	perfect	application,	has	been	adopted	by	
millions	of	Americans	because	of	its	convenience	and	ease	of	use.		Other	innovations	now	entering	the	
pipeline,	or	indeed	not	even	yet	imagined,	will	have	similar	impacts.		The	process	of	speeding	them	to	
market,	while	continuing	to	protect	the	public	interest,	can	be	accelerated	through	the	supervised	
experimentation	that	a	sandbox	will	permit.	

Financial	Inclusion.	A	common	impact	of	technologically-mediated	innovation	is	the	extension	of	
benefits	previously	available	only	to	the	well-off	to	the	more	general	public.		This	can	be	true	in	finance	
as	well.		By	way	of	example,	well-intentioned	protective	regimes	have	created	a	private	marketplace	for	
accredited	investors	that	often	makes	much-higher	yield	investments	available	to	the	wealthy	than	the	
vanilla	deposits	and	returns	available	to	non-accredited	investors.		While	the	need	for	safeguards	
continues,	tokenization	and	other	technologies	can	assist	in	opening	well-vetted	investment	
opportunities	with	higher	yield	possibilities	to	less	well-heeled	populations.		Vermont	Rule	No.	S-2015-
01	is	a	step	in	this	direction,	opening	the	door	a	bit	to	“Vermont	Main	Street	Investors”	for	investments	
under	a	prudent	limit.		The	sandbox	approach	would	allow	exploring	additional	initiatives	towards	this	
goal.			

Jurisdictional	Head	Start	and	Economic	Development.		In	addition	to	these	directly	related	benefits,	
there	is	no	question	that	there	is	jurisdictional	competition	over	the	direct	economic	development	and	
the	indirect	benefits,	such	as	increased	tax	revenues,	that	being	a	center	of	innovative	commerce	can	
bring	to	a	State.		Vermont	is	in	the	running	on	hosting	blockchain	and	FinTech	solutions;	a	sandbox	
would	allow	Vermont	to	keep	at	the	front	edge	of	the	process,	and	has	been	identified	by	interested	
innovators	both	within	and	without	the	State	as	an	important	next	step.	

Additional	information	on	the	sandbox	approach	is	available	at	the	following	locations:	

American	Banker	https://www.americanbanker.com/opinion/fintech-needs-more-regulatory-
sandboxes		
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US	Treasury	Report	https://home.treasury.gov/news/press-releases/sm447;	
https://home.treasury.gov/sites/default/files/2018-08/A-Financial-System-that-Creates-
Economic-Opportunities---Nonbank-Financials-Fintech-and-Innovation_0.pdf		

c.	Concerns	and	Responses	

There	are	legitimate	concerns	that	can	arise	in	designing	and	implementing	a	Blockchain/FinTech	
sandbox.		It	will	want	to	be	designed	to	maximize	the	benefits	of	innovation	while	minimizing	the	chance	
of	serious	harm	arising.		A	good	summary	of	these	concerns	and	some	of	the	potential	solutions	to	them	
is	set	out	by	the	Consultative	Group	to	Assist	the	Poor	in	its	discussion	of	sandbox	approaches:	

“While	there	are	good	reasons	to	explore	regulatory	sandboxes,	policy	makers	should	be	
prepared	to	face	challenges.	Most	importantly,	operating	a	regulatory	sandbox	requires	
adequate	human	and	financial	resources	to	select	proposals,	provide	guidance,	oversee	
experiments	and	evaluate	innovations.	Regulators	may	lack	these	resources	in	many	EMDE	
countries.	Therefore,	policy	makers	need	to	pay	attention	to	details	and	carefully	consider	their	
options.	These	may	include	various	sandbox	designs	and	other	pro-innovation	approaches	that	
have	been	used	successfully.	For	example,	the	test-and-learn	approach	enables	a	regulator	to	
craft	an	ad	hoc	framework	within	which	an	innovator	tests	a	new	idea	in	a	live	environment,	
with	safeguards	and	key	performance	indicators	in	place.	A	wait-and-see	approach	allows	a	
regulator	to	observe	how	an	innovation	evolves	before	intervening	(e.g.,	person-to-person	
lending	in	China).”	http://www.cgap.org/blog/regulatory-sandboxes-potential-financial-
inclusion		

	

2.	Existing	Initiatives	and	Models	

There	are	a	number	of	existing	FinTech	sandbox	initiatives	around	the	world,	most	with	a	wider	
mandate	than	purely	blockchain-based	initiative.		Perhaps	the	most	developed	is	the	British	initiative.		In	
the	United	States,	at	this	point	Arizona	has	established	a	sandbox;	Illinois	proposed	one	in	its	last	
legislative	session,	but	it	was	not	enacted.		At	the	Federal	level,	the	Consumer	Financial	Protection	
Bureau	announced	a	sandbox	initiative	in	July	2018.	https://www.consumerfinance.gov/about-
us/newsroom/bureau-consumer-financial-protection-announces-director-office-innovation/			The	CFPB	
has	announced	plans	to	implement	this	through	an	existing	program	on	“trial	disclosure	programs.”	
https://www.consumerfinance.gov/about-us/blog/bcfp-office-innovation-proposes-disclosure-sandbox-
fintech-companies-test-new-ways-inform-consumers/.		While	the	comment	period	on	the	proposed	
regulatory	action	has	ended,	at	this	writing	no	final	rules	have	been	adopted.		
https://www.regulations.gov/document?D=CFPB-2018-0023-0001		

The	Davis	Wright	Tremaine	survey	at		https://www.jdsupra.com/legalnews/fintech-sandboxes-update-
on-state-80891/	provides	useful	background.	The	following	provides	a	brief	summary	and	links	to	more	
information	on	some	of	these	sandbox	initiatives	that	are	up	and	running.	

a.	UK		

The	impetus	for	the	UK’s	adoption	of	the	sandbox	approach	seems	to	have	come	from	its	Financial	
Conduct	Authority	("FCA")	as	part	of	its	pre-existing	“Project	Innovate”.		The	City	of	London	has	long	



	

5	
	

been	an	international	leader	in	the	financial	industry,	and	the	financial	community	has	been	concerned	
about	the	need	to	digest	and	deploy	FinTech	as	a	means	of	keeping	that	leadership.		The	idea	of	a	
sandbox	was	formally	floated	in	a	2015	Report	by	the	FCA,	entitled	Regulatory	Sandbox.	See	
https://www.fca.org.uk/publication/research/regulatory-sandbox.pdf.		The	report	was	generally	well	
received.		The	approach	was	formalized	in	2016,	and	the	first	cohort	accepted	in	2017.		See	
https://www.fca.org.uk/firms/regulatory-sandbox/cohort-1.		Twenty-four	firms	were	accepted	into	that	
cohort	and	eighteen	tests	were	carried	to	completion.	The	program	has	been	deemed	sufficiently	
successful	that	three	additional	cohorts	have	been	accepted	and	cohort	five	is	planned	to	open	for	
applications	later	this	year.		See	https://www.crowdfundinsider.com/2018/07/135816-fintech-sandbox-
fca-announces-29-firms-for-fourth-cohort-for-innovative-regulatory-process/.		In	2017	the	FCA	declared:	

“Early	indications	suggest	the	sandbox	is	providing	the	benefits	it	set	out	to	achieve	with	
evidence	of	the	sandbox	enabling	new	products	to	be	tested,	reducing	time	and	cost	of	getting	
innovative	ideas	to	market,	improving	access	to	finance	for	innovators,	and	ensuring	
appropriate	safeguards	are	built	into	new	products	and	services.”	
https://www.fca.org.uk/publications/research/regulatory-sandbox-lessons-learned-report		

With	this	track	record,	the	FCA	has	taken	some	lessons	from	experience,	and	has,	to	some	degree,	
refined	its	approach	in	each	of	the	cohorts.	See	https://www.fca.org.uk/publication/research-and-
data/regulatory-sandbox-lessons-learned-report.pdf.		If	Vermont	decides	to	actively	consider	a	FinTech	
sandbox,	a	study	of	the	UK	approach	would	be	a	worthwhile	exercise.	

b.	Arizona	

The	first	US	application	of	the	FinTech	sandbox	approach	was	adopted	by	Arizona	in	2018.		See	
https://www.forbes.com/sites/astanley/2018/03/23/arizona-becomes-first-u-s-state-to-launch-
regulatory-sandbox-for-fintech/#782e779e1372.		It	was	authorized	by	a	legislative	enactment	(A.R.S.	§§	
41-5601	to	41-561)	and	will	be	overseen	by	its	Attorney	General,	who	was	a	supporter	of	the	initiative.		
Details	on	its	operation	are	available	at	https://www.azag.gov/fintech.		Its	announced	purpose,	set	out	
on	that	site,	is	familiar:		

“The	Sandbox	enables	a	participant	to	obtain	limited	access	to	Arizona’s	market	to	test	
innovative	financial	products	or	services	without	first	obtaining	full	state	licensure	or	other	
authorization	that	otherwise	may	be	required.”			

The	program	is	seeking	applications	at	this	time.		(The	application	form	is	available	at:	
https://www.azag.gov/sites/default/files/docs/fintech/Sandbox_Application_FINAL_2018.pdf.)		Because	
it	is	still	in	the	application	phase,	the	success	of	the	approach	is	difficult	to	assess.		

Interestingly,	securities	trading,	insurance	products,	and	services	that	provide	solely	deposit-taking	
functions	are	not	eligible	to	enter	the	Arizona	sandbox.		These	exceptions	may	reflect	turf	conflicts	
within	the	Arizona	regulatory	and	business	communities.		Some	of	these	gaps,	particularly	the	gap	on	
insurance	products,	may	leave	an	opening	for	Vermont	to	be	a	first	mover.	

c.	Singapore	

Singapore	has	a	history	as	a	financial	center	in	Asia.		As	with	the	UK,	they	are	actively	seeking	to	protect	
and	foster	that	status	through	staying	at	the	forefront	of	FinTech	innovation.		Their	enthusiastic	
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embrace	of	blockchain	applications	is	one	aspect	of	this;	the	adoption	of	a	FinTech	sandbox	is	another.		
The	Singapore	sandbox	initiative	is	under	the	authority	of	the	Monetary	Authority	of	Singapore	(“MAS”).		
Its	statement	of	purpose	includes:	

“MAS	is	encouraging	more	FinTech	experimentation	so	that	promising	innovations	can	be	tested	
in	the	market	and	have	a	chance	for	wider	adoption,	in	Singapore	and	abroad.	The	regulatory	
sandbox	will	enable	FIs	as	well	as	FinTech	players	to	experiment	with	innovative	financial	
products	or	services	in	the	production	environment	but	within	a	well-defined	space	and	
duration.	It	shall	also	include	appropriate	safeguards	to	contain	the	consequences	of	failure	and	
maintain	the	overall	safety	and	soundness	of	the	financial	system.”	See	
http://www.mas.gov.sg/Singapore-Financial-Centre/Smart-Financial-Centre/FinTech-
Regulatory-Sandbox.aspx		

A	description	of	its	guidelines	is	available	at	
http://www.mas.gov.sg/~/media/Smart%20Financial%20Centre/Sandbox/FinTech%20Regulatory%20Sa
ndbox%20Guidelines%2019Feb2018.pdf		

d.	Other	Countries	and	the	Global	Financial	Innovation	Network	

A	number	of	other	countries	have	announced	similar	initiatives,	and	a	Global	Financial	Innovation	
Network	involving	many	of	these	has	been	announced.	See	
https://www.fca.org.uk/publications/consultation-papers/global-financial-innovation-network	and	
https://www.fca.org.uk/publication/consultation/gfin-consultation-document.pdf.		Jurisdictions	and	
NGOs	listed	as	members	include:	

Abu	Dhabi	Global	Market	(ADGM)	
Autorité	des	marchés	financiers	(AMF,	Canada)	
Australian	Securities	&	Investments	Commission	(ASIC)	
Bureau	of	Consumer	Financial	Protection	(BCFP,	USA)	
Central	Bank	of	Bahrain	(CBB)	
Consultative	Group	to	Assist	the	Poor	(CGAP)	
Dubai	Financial	Services	Authority	(DFSA)	
Financial	Conduct	Authority	(FCA,	UK)	
Guernsey	Financial	Services	Commission	(GFSC)	
Hong	Kong	Monetary	Authority	(HKMA)	
Monetary	Authority	of	Singapore	(MAS)	
Ontario	Securities	Commission	(OSC,	Canada)	

	

e.	Conclusions	and	Take-Aways	

As	this	introductory	review	indicates,	the	sandbox	approach	has	been	considered	and	adopted	by	a	
number	of	jurisdictions,	and	their	design	approaches	and	experience	can	be	a	useful	guide	to	any	
initiative	that	Vermont	may	choose	to	establish.		Furthermore,	the	longer-lived	versions,	such	as	that	in	
the	UK,	have	been	deemed	successes	by	their	regulatory	sponsors.			

Could	such	a	sandbox	work	for	Vermont?		This	seems	the	next	logical	step	in	the	process	of	creating	and	
maintaining	its	status	as	a	jurisdiction	open	to	responsible	blockchain	business	development.		The	
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adoption	of	a	sandbox	by	Arizona,	as	the	sole	example	in	the	US	to	date,	would	deprive	Vermont	of	
some	aspects	of	the	first	mover	advantage,	but	there	is	still	the	opportunity	to	be	at	the	cutting	edge	of	
such	developments.		Arizona’s	choice	not	to	include	insurance	in	the	mandate	for	its	sandbox	may	
create	a	particular	opportunity	for	action	in	an	area	where	Vermont	already	has	a	favorable	position	and	
a	significant	market	share.			

Taken	as	a	whole,	the	experience	of	other	jurisdictions	makes	a	case	for	the	possibility	of	a	FinTech	
sandbox	to	meet	the	complex	goals	of	promoting	change	while	providing	protection	against	predation	
and	other	losses	to	the	public.	

	

3.	Possibilities	for	Vermont	

a.	Participating	Departments/Leadership	

In	order	to	be	successful,	any	regulatory	sandbox	adopted	by	Vermont	should	include	the	principal	
regulatory	stakeholders	for	FinTech	supervision.		If	these	stakeholders	can	come	to	a	coordinated	
approach	to	a	sandbox,	it	will	help	to	provide	the	surety	of	application	that	the	innovator	will	need.		At	a	
minimum,	these	stakeholders	would	include	the	Office	of	the	Attorney	General	and	the	Department	of	
Financial	Regulation.		A	positive	step	in	this	direction	occurred	in	December	2018	with	the	
announcement	by	the	Vermont	Office	of	the	Attorney	General	that	it	was	helping	to	convene	a	working	
group	of	four	State	agencies	“to	study	the	opportunities	and	challenges	presented	by	Blockchain	
technology.”	In	addition	to	the	Attorney	General’s	Office,	the	Department	of	Financial	Regulation,	the	
Secretary	of	State,	and	the	Agency	of	Commerce	and	Community	Development	will	all	take	part	in	the	
working	group.			See	https://ago.vermont.gov/blog/2018/12/10/attorney-general-and-state-agencies-
launch-working-group-to-study-blockchain-technology/.		

b.	Market	Segment	Targets	

If	Vermont	goes	forward,	it	should	decide	which	market	segments	would	be	productive	to	target.		The	
targets	should	be	considered	broadly	as	an	initial	matter,	which	could	lead	to	a	wide	variety	of	projects	
begin	submitted	under	the	sandbox.		Selecting	which	of	the	projects	to	pilot	would	provide	a	chance	to	
explore	Vermont’s	capacity	to	evaluate	and	oversee	the	experiments	as	they	go	forward.		The	point	of	
the	exercise	in	any	sandbox	effort	is	to	be	surprised	by	the	creativity	of	the	FinTech	and	distributed	
ledger	sectors,	and	not	to	artificially	constrain	the	creativity	in	advance.		That	said,	targets	could	include:	

• InsureTech	
• Real	Estate	
• Securities,	including	“smart	securities”	
• Banking,	settlement,	“Know	Your	Customer,”	other	topics	with	state	connections	
• Crypto	currencies,	particularly	aftermarkets	
• Tokenization	and	blockchain	in	non-currency	areas	
• Recordation	in	property,	collateral,	other	areas	
• Privacy/Data	Protection	
• Food	and	agriculture	supply	chains	
• Energy	generation,	distribution	and	conservation	
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c.	Project	Elements/Criteria	

If	Vermont	establishes	a	sandbox,	it	will	need	to	have	a	reasonably	well-defined	set	of	goals	and	specific	
project	elements	that	will	inform	whether	or	not	to	select	a	particular	project.		At	a	general	level,	a	
project	should	advance	the	following	goals:	

• Does	it	truly	foster	innovation,	or	is	it	just	a	request	for	regulatory	relief	on	existing	approaches?	
• Is	there	a	strong	likelihood	of	consumer	or	other	public	benefit	from	the	proposed	innovation?		
• Will	the	proposed	innovation	provide	utility	to	the	company	proposing	its	adoption,	such	as	a	

good	use-case	for	testing	the	technology,	etc.?	
• Would	the	risks	associated	with	the	proposed	innovation	be	adequately	contained?	
• Will	the	proposed	innovation	create	economic	activity	and	development	for	Vermont	and	for	

Vermonters?	

Other	criteria,	or	versions	of	these,	are	set	out	in	the	various	sandbox	proposals	already	described,	and	
those	proposals	should	be	considered	in	setting	out	the	goals	for	a	Vermont	initiative.	

At	the	level	of	specific	project	applications,	the	following	elements	should	be	present:	

• The	proposal	should	be	made	with	sufficient	specificity	so	as	to	constitute	an	implementable	
project	and	not	a	general	fishing	expedition.	

• The	proposal	should	relate	to	a	specific	project,	and	not	seek	a	general	variance.	
• The	project	should	be	suitable	to	testing	though	a	sandbox	approach,	and	not	be	a	part	of	a	full-

blown	roll	out.	
• There	should	be	both	the	financial	and	managerial	capacity	within	the	company	to	effectively	

carry	out	the	proposed	test.	
• Consumer	protection	criteria	should	be	clearly	specified.	
• There	should	be	an	appropriate	nexus	to	Vermont,	with	a	particular	attention	to	economic	

activity.	Connection	with	local	governments	could	be	encouraged.	
• The	timeframe	for	the	project	and	its	test	should	be	limited	to	a	reasonably	close	time	horizon.	

If	Vermont	develops	a	sandbox,	the	criteria	established	in	other	jurisdictions	can	provide	a	useful	guide	
to	its	thinking.	

d.	Application	process	

In	considering	the	application	process,	Vermont	can	create	priority	avenues	for	projects	coming	from	
verified	supply	channels.		These	could	include	projects	vouched	for	by	one	of	the	various	incubator	
programs,	co-working	locations	or	maker	spaces	around	the	state.	Vermont	could	also	give	priority	to	
projects	emerging	from	our	colleges	and	universities.	

It	could	be	useful	to	have	a	phased	application	process,	with	a	first	stage	initial	inquiry	to	pre-qualify	an	
idea	as	at	least	generally	meeting	the	goals	and	criteria,	followed	up	by	the	second	stage	of	an	actual	
request,	which	would	contain	significantly	greater	detail.		Application	forms	for	existing	programs	can	
provide	guidance	for	this	part	of	the	process.	

Attention	should	also	be	given	to	the	number	of	projects	that	can	be	productively	overseen	in	the	
sandbox,	with	the	winnowing-down	process	aimed	at	getting	to	that	target	on	an	ongoing	basis.	
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e.	Benefits	and	Opportunities	

The	sandbox	should	provide	these	possibilities	for	benefit	to	the	applicants:	 	

• Unified	application	across	participating	departments	
• Quick	response	
• Where	appropriate,	relief	on	a	No	Action	basis	within	existing	rules	
• Where	appropriate,	waivers	or	exemptions	from	existing	rules,	which	can	be	limited	by	

restrictions	more	appropriate	to	the	tested	approach	
• Collaboration	between	the	company	and	the	regulator	on	the	consideration	for	permanent	rule	

making/qualification	criteria	

	

4.	Next	Steps	

If	the	governmental	stakeholders	in	Vermont	are	interested	in	seeing	such	an	initiative	go	forward,	the	
following	is	a	possible	roadmap	for	further	action.	

a.	Intra-	and	Interagency	Consultation	

As	mentioned	above,	a	working	group	allowing	such	consultation	has	already	been	convened.	

b.	Determine	Regulatory/Legislative	Authorization	

Relatively	early	in	the	process,	there	should	be	a	determination	as	to	what	could	be	done	at	the	agency	
level	without	legislation	and	what	would	need	legislative	authorization.		To	the	extent	that	legislation	is	
necessary,	it	should	be	drafted	in	collaboration	with	the	appropriate	legislative	committees.		Some	
designated	funding	may	also	be	needed,	which	would	require	legislative	approval.	

c.	Obtain	Stakeholder	Input	

There	should	be	input	from	a	range	of	private	and	public	stakeholders	to	provide	information	on	
opportunities	and	concerns	that	can	help	guide	this	process.		In	this	context,	the	Distributed	Ledger	
Governance	Association,	Inc.,	which	is	distributing	this	White	Paper,	may	be	a	useful	participant.	
https://dlga.org/		

d.	Design	Program	

The	program	should	be	designed,	with	careful	consideration	given	to	the	goals	and	criteria	described	in	
this	memorandum	and	further	developed	in	the	process.		Existing	sandbox	programs	in	other	
jurisdictions	can	be	mined	to	assist	in	this	design	process.		Once	a	design	is	agreed,	it	should	be	adopted	
through	the	appropriate	regulatory	and	legislative	processes.	

e.	Implement	Program	

The	implementation	should	include	an	allocation	of	resources	for	developing	the	web	and	other	
necessary	resources	to	gather	the	applications,	evaluate	them,	and	work	with	the	selected	programs	to	
maximize	effectiveness	and	consumer	protection.		The	State	should	also	allocate	resources	for	outreach	
into	the	Vermont	tech/innovation	community	and	for	publicity	into	the	wider	world	of	innovators.	
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f.	Determine	Collaborations	

Vermont	should	consider	whether	to	seek	collaboration	and	coordination	of	our	efforts	with	others	
around	the	United	States	and	in	other	countries.		Should	Vermont	seek	to	work	with	Arizona	or	to	act	
simply	as	a	competitor?		Should	it	reach	out	to	other	States	with	blockchain	initiatives?		Should	it	work	
with	Canadian	or	other	international	jurisdictions?		Should	it	seek	admission	into	the	global	association	
discussed	above?		

g.	Evaluation	and	Continuation	

The	program’s	outcomes	should	be	evaluated	periodically,	with	intentional	determinations	made	as	to	
whether	to	continue	the	program	and	whether	to	modify	it	in	light	of	experience.	

	

5.	Conclusions	

The	FinTech	sandbox	approach	has	been	adopted	by	a	number	of	jurisdictions	worldwide,	and	has	
proved	successful	in	advancing	the	goals	of	promoting	innovation	while	attending	to	consumer	
protection.		Potential	innovators	seeking	to	apply	FinTech	solutions	and	potentially	locating	in	Vermont	
have	expressed	interest	in	having	Vermont	implement	a	sandbox	approach.		This	idea	should	be	
carefully	considered	by	the	principal	regulatory	bodies	in	Vermont,	in	particular,	the	Office	of	the	
Attorney	General	and	the	Department	of	Financial	Regulation.		The	newly-established	interagency	
working	group	provides	a	venue	for	just	this	kind	of	consideration.	
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