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1. Introduction
1.1.

Definitions

a)

CBE: Central Bank of Eswatini

b)

Customers: a select group of users to which sandbox entities will
provide their services during the product testing phase, while
operating within the sandbox.

c)

Financial institution (FI): A person licensed under the Swaziland
Financial Institutions Act 2005 to carry on banking business.

d)

FinTech: Short for financial technology, the use of technology to
support and enable financial products and services.

e)

FinTechs: companies or representatives of companies that combine
financial services with modern, innovative technologies.

f)

Participant: The applicant that has been approved to participate in
the sandbox.

g)

RegTech: the innovative application of emerging technologies by
organizations to adapt to changing compliance requirements more
effectively and efficiently.

h)

Regulatory sandbox: is an environment set up by a regulator that
allows FinTech startups and other innovators to conduct live
experiments in a controlled environment under a regulator's
supervision.
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1.2.

Purpose

1.2.1. It has been widely recognized that financial technology (FinTech)
innovation is transforming the financial service sector and changing the
way regulators carry out their mandate. The Central Bank of Eswatini
(CBE) and partners understands the growing importance of keeping up
with and embracing emerging technologies, such as blockchain, big
data analytics and artificial intelligence (AI), that are disrupting the
role, structure, business models and competitive environment for
financial institutions.
1.2.2. The CBE is committed to creating an environment that is conducive to
the use of technology in providing accessible, efficient and affordable
financial services and products while preserving consumer protection
and maintaining the integrity of the financial system.
1.2.3. To that end, the Central Bank of Eswatini establishes a FinTech
Regulatory Sandbox. The regulatory sandbox will allow live testing of
new and innovative financial services, products and business models in
a controlled environment, and for a limited time under the supervision
of the relevant regulators.
1.2.4. Through the regulatory sandbox, the CBE seeks to encourage a more
open and active dialogue between regulators, policymakers, FinTechs
and incumbent financial institutions in Eswatini.
1.2.5. The regulatory sandbox will allow the CBE to engage constructively
with innovative and disruptive entrepreneurs, and businesses,
improving the capacity of the CBE to deal with innovation. This will
enable the CBE to obtain input to inform regulatory reforms that could
remove unnecessary regulatory barriers to innovation while preserving
adequate consumer protection and safeguarding against systemic risks
posed by the rapid adoption of disruptive technologies.
1.2.6. Finally, the regulatory sandbox presents opportunities for FinTechs to
create new and affordable financial services, products and business
models that address the needs of the unserved and underserved
(financially excluded) customer segments, potentially improving
financial inclusion in Eswatini.
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1.2.7. The CBE FinTech Regulatory Sandbox aims to achieve the following
objectives:
a)

Inform regulatory reforms to meet the changing demands of the
financial sector.

b)

Providing regulatory clarity for FinTech innovations.

c)

To promote effective competition and the provision of a wider
range of products in the interest of the consumer.

d)

To monitor disruptive technologies to ensure that they do not
introduce systemic risks to the financial system.

e)

Improving financial inclusion in Eswatini.

1.2.8. This framework will come into effect on 07 March 2019.

2.
2.1.

Target Audience

The target audience includes Financial Institutions, FinTechs partnering
with Financial Institutions, standalone FinTechs, and professional service
firms providing support to such businesses. The CBE FinTech regulatory
sandbox will be of importance to businesses looking to test; financial
services, products and business models regulated by the Central Bank of
Eswatini, and that use new technology or existing technology in an
innovative way.

This also includes financial services, products and

business models that do not fit neatly in the current regulatory
frameworks but, are likely to be regulated by the Central Bank of Eswatini
as they mature.
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3.
3.1.

Rationale for a FinTech Regulatory Sandbox

By introducing the regulatory sandbox, the Central Bank of Eswatini is
assuming a catalyst role in creating an environment that is conducive to
disruptive and consumer-centric innovation, and driving healthy and
effective competition within the financial service industry.

3.2.

The regulatory sandbox has the potential to change the nature of the
relationship between regulators, and possibly consumers towards a more
open and interactive dialogue.

3.3.

The sandbox has the potential to deliver the following anticipated
benefits:

3.3.1. Encouraging more innovative products to enter the market as
companies have an opportunity to test the viability of their innovation
in a controlled environment, with some limited failure consequences,
and with limited effect on the stability and soundness of the overall
financial system.
3.3.2. Giving the Central Bank of Eswatini the opportunity to work together
with innovators to ensure that appropriate safeguards are incorporated
in new products, services and business models before they are released
at a broader scale.
3.3.3. Increasing efficiency by reducing the time and cost needed to take
innovative financial services, products and business models to the
market.
3.3.4. Improving innovators’ access to external funding by reducing the cost
of regulatory uncertainty to start-ups.
3.3.5. Providing regulatory clarity for financial services and product that
would otherwise not make it to market due to regulatory uncertainty.
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4.
4.1.

Eligibility Criteria and Evaluation Criteria

The company seeking the Central Bank’s approval for participating in the
sandbox should demonstrate a clear understanding of the sandbox’s
objectives and principles. It must be emphasized that the sandbox cannot
be used as a means of circumventing legal and regulatory requirements.
Participants must conduct business in a prudent manner.

4.2.

The CBE will establish an Evaluation Committee tasked with evaluating all
sandbox applications.

4.3.

The Evaluation Committee will use the following criteria to assess the
company’s eligibility for participating in the sandbox:

4.3.1. The company must be registered with the Swaziland Company Act and
be in compliance with all applicable legislations in Eswatini.
4.3.2. The proposed financial product, service or business model should be
novel or be significantly different from solutions already in the market.
It should use new or emerging technology in an innovative way.
4.3.3. The product, service or business model should have a clear potential
to:
a) Improve the efficiency, accessibility and cost to the consumer.
b) Address gaps or create opportunities in the provision of financial
services to the most vulnerable segments of society; notably
women, irregular earners, rural and low-income communities.
c) Address gaps or create new opportunities for investment in the
Eswatini economy.
4.3.4. The applicant must have conducted sufficient research and due
diligence on the proposed product or service and demonstrate clear
understanding of the applicable regulations.
4.3.5. The applicant must have conducted appropriate risk assessment and
should have a clear risk mitigation strategy or the appropriate
safeguards in place.
4.3.6. The applicant should clearly identify its objectives and the expected
outcomes of testing the proposed product or service in the sandbox.
4.3.7. The

applicant

must have sufficient

financial,

personnel and

infrastructure resources to conduct testing in the sandbox.
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4.3.8. The applicant must have a well-defined exit strategy, a business plan
and sufficient resources for deploying the product or service at larger
scale in Eswatini, should the sandbox testing be successful. This should
include demonstrating the ability to meet the applicable legal and
regulatory requirements which will come into full effect once the
company exits the sandbox.

5.
5.1.

Potential Risks and Safeguards

The applicants must identify the potential risks to financial consumers and
financial institutions that may arise from the testing of the product,
service or business model in the sandbox and propose appropriate
safeguards to mitigate the identified risks.

5.2.

In assessing the risks and evaluating the proposed safeguards, the Central
Bank will give due regard to the following among other things:

5.2.1. Preserving sound and financial business practices consistent with
monetary and financial stability;
5.2.2. Promoting fair treatment of and preserving consumer protection;
5.2.3. Preventing money laundering and countering terrorism financing;
5.2.4. Promoting the safety, reliability and the efficiency of payment
solutions and payment instruments; and
5.2.5. Encouraging effective competition for financial products and services.
5.3.

Depending on the type of product, service or business model, the
participant shall have a clear customer onboarding process stating how
each customer will be identified, and the identity verified using reliable,
independent source documents, data or information.

5.4.

Participants should inform the customers that the product is currently
operating within a sandbox. They should ensure that they provide
adequate disclosure of potential risks to customers participating in the
sandbox and confirmation from such customers that they fully understand
and accept the inherent risks.

5.5.

Participants should provide to the CBE details on how they plan to
implement customer protection measures.
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5.6.

Participants should ensure that they provide a consumer redress
mechanism, including the possibility for financial compensation claimable
by the customer against the sandbox participant under clearly defined
circumstances where applicable.

6.
6.1.

Application and Approval process

Figure 1 below depicts the sandbox application, approval and participation
process. The exact journey and the CBE’s involvement will depend on; the
solution being tested, the testing options, the regulatory status of the
company and the extent of consumer involvement.

Figure 1: the process of flow of the sandbox participation from application to exit stages.

6.1.1. Application: The startup or company applying to participate in the
sandbox submits a testing proposal to the CBE explaining the product
Refer to Appendix 1.1 for guidelines on the required content for the
application. A template application form is included in Appendix 1.2.
6.1.2. Evaluation: The Sandbox Evaluation Committee will review the
proposal against the eligibility criteria set out in section 5. If the
proposal is accepted, the startup or company will be assigned a contact
person for the sandbox and be informed within 21 working days of
applying to the sandbox. The applicant will be expected to enter the
sandbox within 21 working days of approval. After discussion with the
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CBE, the company may need to review and modify the application for
resubmission.
6.1.3. Testing Approach: Upon the final approval, the CBE will work with the
participant to establish the best testing options, including testing
parameters, risks and safeguards, measurable outcomes and reporting
requirements.
6.1.4. Testing and Monitoring: The startup or company starts working on the
proof-of-concept (POC) based on the testing approach and agreed-upon
parameters. The company will be required to send interim reports to
the CBE on a monthly basis, during the testing period and a final report
upon completion. The CBE will also make data requests to participants,
as needed, to ensure proper record maintenance
6.1.5. Sandbox Exit: The participants submit all relevant reports and exit the
sandbox using an exit strategy agreed upon with the Evaluation
Committee. The startup or company may proceed to launch the
product or solution at a broader scale – outside the sandbox.

7.
7.1.

Submission of Information and Periodic Reports

During the testing period in the sandbox, participants will be required to
maintain proper records detailing their product performance, issues
observed, risk mitigation and customer participation and other statistics.

7.2.

Participants will be required to prepare periodic reports, with the
schedule and details agreed on between the participant and the Central
Bank of Eswatini. Interim reports will include the following information:

7.2.1. Key performance indicators;
7.2.2. Testing parameters (e.g. number of customers, duration, prices, etc.),
7.2.3. Customer complaints, issues and risks observed, and
7.2.4. Steps taken to address customer complaints, issues and risks identified
during the testing period in review.
7.3.

Within thirty (30) working days of exiting the sandbox, participants will be
required to submit a final report detailing their participation in the
sandbox. The report should include the following information:
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7.3.1. Testing outcomes against agreed performance indicators,
7.3.2. Incidents and incident resolution during the testing period,
7.3.3. Lessons learned and future plans, and
7.3.4. Recommendations for the sandbox.
7.4.

The interim and final reports must be signed by the CEO or the appropriate
level of management of the company.

7.5.

At the end of the first cohort, the regulators will prepare a lessons learned
report including the list of participants, impact on the market and
customers, lessons learned from testing and the next steps.

8.
8.1.

Expiry of Approval and Exiting the Sandbox

To extend the testing period in the sandbox, a written application must
be submitted to the bank no later than thirty (30) working days before the
expiry of the testing period. The application should state the additional
time required and clearly explain the reasons for requiring the extension.
The Central Bank will not generally approve an extension of the testing
period unless the solution has tested positively and the participants can
clearly demonstrate that extended testing is necessary to respond to
specific issues and risks identified during initial testing.

8.2.

At the end of the testing period, the sandbox participant must exit the
sandbox following an exit strategy agreed upon with the regulator.

8.3.

Upon the completion of testing, the Central Bank will decide whether to
allow product or service to be introduced in the market on a commercial
scale. If allowed, the participant will be subject to full regulatory and
legislative requirements. Any legal and regulatory requirements relaxed
by the CBE during the sandbox testing period, will expire. The participant
may proceed to launch the financial service or product provided the entity
can fully comply with the relevant licensing, legal and regulatory
requirements.
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9.
9.1.

Revocation of Approval

The CBE may revoke a participant’s sandbox license and ask the
participant for an early exit from the sandbox if it determines that the
intended test outcome as agreed has not been and is unlikely to be
achieved. Other reasons that may cause the CBE to revoke the sandbox
license include, but are not limited to the following:

9.1.1. The progress is unsatisfactory.
9.1.2. There are critical flaws in the service, product or business model which
may pause risks to customers and the financial system.
9.1.3. The participant submits false, misleading or inaccurate information, or
has concealed or failed to disclose material facts in the application.
9.1.4. Breaches of data security and confidentiality requirements.
9.1.5. Copyright and intellectually property rights infringement.
9.2.

Upon revocation of the participation in the sandbox, the applicant must
execute the following within a period agreed upon with the Central Bank:

9.2.1. Implement the exit strategy to cease the provision of the product or
service to new and existing customers.
9.2.2. Immediately notify existing customers of the product termination and
information on the necessary steps to be taken.
9.2.3. Submit a final report to the Central Bank within thirty (30) working
days.
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10. Appendix 1
1.1

Application Guidelines

1.1.1 There will be a standard application fee of SZL5000.00 to CBE FinTech
Sandbox, for both local and international enterprises.
1.1.2 To ensure consumer protection, the Central Bank will impose minimum
capital requirement of USD100, 000.00 to all international enterprises.
The minimum capital requirement will be dedicated to safeguarding
against potential risks arising during testing that may harm consumers.
1.1.3 The applicant must submit to the CBE a completed application form,
following the template provided in Appendix 1.2.
1.1.4 The applicant must also submit supporting documents to substantiate the
information provided in the application form, including but not limited to
the following:
a)

A cover letter providing an executive summary of the application. The
letter must be signed by the Chief Executive Officer (CEO) or the
appropriate level of management;

b)

A certified copy of national identity documents (IDs) for each of the
applicant’s directors, partners and the CEO;

c)

A curriculum Vitae (CV) for each of the company directors, partners or
CEO, and other relevant members;

d)

A police clearance report for each of the directors, partners or CEO;

e)

Constitutional
Memorandum

documents
of

including

Association,

certified

Certificate

of

copies

of

Incorporation

the
or

Registration Permit;
f)

Application fee proof of payment;

g)

Proof that the enterprise meets the minimum capital requirement
(where applicable).
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1.1.5 A detailed business plan including the following information:
a)

Description of the proposed product, service or business model;

b)

Market research conducted to assess the need, demand and readiness
of the target market in Eswatini to adopt the proposed innovation.
Include the supporting statistics;

c)

Information on the financial standing of the company;

d)

Financial projections for the proposed product;

e)

Details of the business strategy and plan, including the roadmap to
deploy the FinTech innovation at a broader scale upon successful
testing in the sandbox; and

f)

The ability of the company to meet legal and regulatory requirements
that will apply upon exiting the sandbox.

1.1.6 A detailed testing plan including the following:
a)

The proposed start and end date of the proof-of-concept test;

b)

The timeline and key milestones for the proposed test;

c)

Details on the scenario(s) or use case(s) you intend to test in the
sandbox;

d)

Clearly defined objectives of the proposed test;

e)

Critical success factors and activities to measure and monitor progress;

f)

Details on the proposed Sandbox testing boundaries, including:


Client limits, including the number of customers, client
type and how they were selected;



Exposure limits or transaction thresholds; and



Other quantifiable limits.

1.1.7 Details on the potential risks to your customers (both retail and
businesses) that may arise from testing your innovation in the Sandbox.
Include a detailed risk mitigation strategy, including:
a)

A monitoring plan to ensure compliance and prompt notification of any
breach of Sandbox testing conditions to the CBE;

b)

A risk mitigation plan to minimize impact of test failure on customers;

c)

Contingency and disaster recovery plans including but not limited to a
backup and recovery plan;
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d)

Channels and proposed timeframes for handling client enquiries,
complaints and addressing problems in a fair, effective and prompt
manner.

e)

Principle risks of your proposed test to your business and the Eswatini
financial industry and how you plan to mitigate these.

f)

A detailed communication plan on how to inform customers of the
following:



The duration, boundary conditions and the associated risk for
participating in the Sandbox; and



Advance notification of the termination or extension of the sandbox
testing or when the solution is to be deployed at a broader scale.

1.1.8 Provide evidence of financial, personnel and infrastructure resources
available to support testing in the sandbox.
1.1.9 A detailed exit and transition plan for customers and how the business will
continue to operate on exiting the Sandbox in the event that the proposed
innovation testing is discontinued, completed or the product is deployed
on a broader scale.
1.1.10 Completed applications should be e-mailed to
fintechsandbox@centralbank.org.sz. The email should have the subject
“Application to the CBE FinTech Regulatory Sandbox”.
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1.2.

Application Form Template

1. Applicant’s Information
1.1 Contact details for the authorized representative of the Applicant:
Contact Person
Designation (e.g. founder,
investor, employee, etc.)
Email
Telephone
Signature
Date
1.2 Applicant’s Details:
Business Name
Brief description of
business
Registration Number
Address
Telephone
Country of Registration or
Incorporation
Principal Place of Business
Names of Directors or
Partners
Attachments

a) A certified copy of ID and curriculum vitae (CV) for each
of the Applicant’s directors or partners.
b) A certified copy of company registration Certificate.
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2. About the Innovation
2.1 Provide full details of the proposed financial innovation making sure to
cover the following areas:
a)
What is the idea;
b)
What need, niche or problem is it addressing in the financial sector; and
c)
In what stage of development is your product in?

2.2 Provide the following information regarding the novelty of the proposed
innovation:
a)
How is the innovation different from products and services already in the
market;
b)
Identify its existing competitors in the market, and
c)
Does the innovation use new or emerging technology or does it use
existing technology in an innovative way?

2.3 Explain how your idea provides consumer and industry benefits, including
how it may:
a)
Improve accessibility, efficiency, security and quality in the provision of
financial services;
b)
Promote better risk management solutions and regulatory outcomes for
the financial industry; or
c)
Address a problem, or bring benefits to the consumer or the industry.
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2.4 Explain the market research carried out to assess the demand and readiness
of the target market in Eswatini to adopt the proposed innovation. Provide
supporting statistics where applicable.

2.5 Provide details of the business strategy and plan, including the roadmap to
deploy the FinTech Innovation at a broader scale. A detailed business plan
must be attached.

2.6 Describe the relevant technical and business domain knowledge and
experience of the Applicant.

2.7 Explain the need to test the proposed innovation in the Regulatory Sandbox,
including the objective(s) of testing in the Sandbox.

2.8 Identify the specific legal and regulatory requirements that you would need
to be relaxed or modified by the Central Bank of Eswatini for testing in the
Sandbox.
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3. Testing Plan
3.1 Describe in detail the use case(s) you propose to test in the Sandbox.
Provide supporting flow chart diagrams where necessary.

3.2 Describe the objectives and measurable outcomes of your proposed test.

3.3 Describe the timeline and key milestones of your proposed test.

3.4 Describe and justify Sandbox testing boundaries, including:
a)
The start and end date of the Sandbox test;
b)
Your target customers (client type) for the Sandbox test, how they were
selected and your customer acquisition strategy;
c)
Limit on the number of customers involved;
d)
Transaction thresholds; and
e)
Other quantifiable limits.

3.5 Describe the potential risks to your customers (both retail and businesses)
that may arise from testing your innovation in the Sandbox, and describe
your risk mitigation strategy. This may include:
a)
A monitoring plan to ensure compliance and prompt notification of any
breach of Sandbox testing conditions to the Central Bank of Eswatini;
b)
A backup and restoration plan;
c)
Contingency and disaster recovery plan;
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d)
e)

A risk mitigation plan to minimize the impact of test failure on
customers; and
Channels for handling client enquiries, after-test services, feedback and
complaints in a fair, effective and prompt manner.

3.6 Describe the principal risks of your proposed test to your business processes
and the Eswatini financial industry and how you plan to mitigate these.

3.7 Describe your communication plan to inform customers of the following:
a)
Disclosure that the product is operating within the Sandbox
b)
The duration, boundary conditions and the associated risk for participating
in the Sandbox; and
c)
Advance notification of termination or extension of the Sandbox or when
the solution is to be deployed at a broader scale.

3.8 Provide evidence of financial, personnel and infrastructure resources
available to support testing in the Sandbox.

3.9 Describe the exit and transition plan for customers in the Sandbox and how
the business will continue to operate on exiting the Sandbox in the event that
the proposed innovation testing is discontinued, completed or the product is
deployed on a broader scale.
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4. Document Attachment Checklist
Document Name
1. Proof of Payment
2. Proof of ID
3. Curriculum Vitae
4. Police Clearance Reports
5. Copy of Memorandum of Association
6. Certificate of Incorporation
7. Registration Permit
8. Detailed Business Plan
9. Detailed Test Plan
10. Detailed Exit Strategy

Attached (Y/N)

