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Abstract

“Regulatory sandboxes” are regarded as a special mechanism for setting up experimental regulation in the area
of digital innovation (especially in financial technologies), creating a special regime for a limited number of
participants and for a limited time. Russia has its own method of experimental regulation, which is not typical
but may be helpful for other jurisdictions. There are three approaches to legal experiments (including digital
innovations) in Russia. The first approach is accepting special regulation on different issues. There are recent
examples of special laws (e.g. Federal Law on the experiment with artificial intelligence technologies in Moscow).
An alternative to this option is establishing experimental regulation by an act of the Government if legislation
does not prohibit it (e.g. labeling with means of identification). The second approach deals only with Fintech
innovations and provides a special mechanism to pilot models of innovative financial technologies. The par-
ticipants of such a “sandbox” may create a close-to-life model in order to estimate the effects and risks. If the
model works fine, the regulation may be amended. The third approach works with creating a universal mecha-
nism of real-life experiments in the sphere of digital innovations based on the special Federal Law and the
specific decision of the Government of the Russian Federation or the Bank of Russia in the financial sphere. The
author compares the three approaches and their implementation within the framework of Russian legislation
and practice and concludes that this experience may be used by developing countries with inflexible regulation,
in order to facilitate the development of digital innovations.
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«PETYNIATUBHBIE MECOYHULLBI»
B POCCWI: HOBBIE TOPU30HTbI
U BbI30Bbl

J.P. Canuxos

MoCKOBCKMI FTOCYAaPCTBEHHDIN YHUBEPCUTET UM, M.B. lomoHOCOBa
119991, Poccms, Mocksa, JleHuHcKue ropbl, 1

AHHOTaUWA

«PerynaTuBHbIE MECOUHULbI» PACCMATPUBAIOTCA KaK 0COBbI MEXaHU3M 3KCMepPUMEHTANbHOTO PerynnpoBaHms
B 06MacT LMpPOBbLIX MHHOBALMI (B NepByto ouepesb B 061aCTh IMHAHCOBbIX TEXHONMOTWIA), KOTOPbIA CO3AAET
CMeLyanbHbIil NPaBOBON PEXNM ANsi OTPAHUUEHHOTO UNCNA YUACTHUKOB B TEUEHUE ONpPeeNeHHOr0 BPeMeHN.
B Poccum npepcTaBneH cO6CTBEHHbIN CNOCO6 MOJOGHOTO PerynupoBaHms, KOTOPbI He ABMSETC TUMNYHBIM,
HO MOXET 0Ka3aTbCs MONE3HbIM N1 APYTX rocyAapcTs. Tak, CyLLeCTBYIOT TPU COOTBETCTBYIOLLNX NOAXOAA K NPa-
BOBbIM 3KCiepvMeHTaM. [lepBblil — BBeieHMe CreLManbHOro NpaBoBoro PerynMpoBaHus. Peub et 06 u3gaHum
CnewuuanbHbix 3aKoHoB (K npumepy, GedepanbHblil 3aKOH 06 IKCNEPUMEHTE C TEXHONOTUAMN UCKYCCTBEHHOTO
nHTENNeKTa B MoCKBe) 60 YCTaHOBNEHINM IKCNEPUMEHTANIBHOTO PErYNNPOBAHUA NOA3AKOHHbIM aKTOM MpaBu-
TenbCTBa (Hanpumep, MapKMPOBKA CPEACTBAMN MAEHTU(UKALMK). BTOPOI NOAXOA KACAETCS TONbKO MHHOBALMIA
B chepe (hMHAHCOBBIX PbIHKOB M NPEAOCTABASET CNELNanbHbIi TPABOBOK PEXIUM A1S NTUIOTUPOBAHMS Mofieneit
WHHOBALMOHHBIX (MHAHCOBBIX TEXHOMOMNA. YUACTHUKN TaKOW MECOUHMLBI» MOTYT CO3AaTb MPUGNMKEHHYIO
K )W3HWU MOZENb NS OLEHKN MOCNEeACTBUI U PUCKOB ee BHeApeHus. Ecnu mogenb 6YAeT dyHKLMOHNPOBATL
ONTUMANbHO, B MPABOBOE PErynupoBaHue MOTYT 6biTb BHECEHbI COOTBETCTBYlOWME W3MeHeHus. TpeTuit nog-
XOZ Kacaetcs Co37aHus YHUBEPCaNbHOTO MeXaHM3Ma peasibHbiX MPaBOBbIX IKCNEPUMEHTOB B ciepe LudpoBbIX
WHHOBALWI. ABTOP COMOCTABNAET YKa3aHHbIe MOAX0fbI, NCnonb3yemble B Poccuiickonn MefepaLnm, U npuxogut
K BbIBOJ1Y, UTO 3TOT OMbIT MOXET 0Ka3aTbCs MONE3HbIM N1 PA3BUBAIOLLMXCA CTPAH C JOBOJIBHO XECTKUM perynu-
POBaHNEM B LeNnsx COfeincTBUA Pa3BUTMIO LG POBLIX NHHOBALWIA.

Kniouesble cnosa

NMeCOUHNLbI, PEryNSTUBHAA NECOYHMLA, LMGPOBbIE MHHOBALWMN, TPABOBON IKCNEPUMEHT, POCCUICKIN OMbIT,
uudpoBoe npaso

KondnukT untepecos ABTOp €0061La€eT 06 OTCYTCTBUN KOH(NMKTA NHTEPECOB.
(DuHaHcupoBaHue liccnepoBaHune He UMeNo CNoHCOPCKOW MOAAEPKKIA.

Anga uuTNpoBaHnA Canuxos, /. P.(2020). «PerynaTnBHbIE NECOUYHNLbI» B POCCMU: HOBbIE TOPU3OHTDI
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The idea of so-called “regulatory sandboxes” is not brand new; this approach is pretty common in
the experimental regulation of digital innovations, especially fintech innovations.

A basic prerequisite for this institution is in the problem of the development of technologies
happening faster than regulation (Fenwick & Wulf, 2017). Under these circumstances, the government
is looking for ways to make regulation more flexible to assist with sustainable and effective develop-
ment across different areas of the economy.

The motherland of “regulatory sandboxes” is the United Kingdom (the first “sandbox” was de-
signed in 2016)".

The same mechanisms exist in the Unites States of America (Allen, 2019), Australia?, Singapore?,
the United Arab Emirates’, Hong Kong (Huang et al., 2020), Switzerland’, Thailand®, Indonesia’, Re-
public of Kazakhstan?, Bahrain®, Jordan®, Sierra Leone", and a few other countries.

According to mass media, at least eight countries are working on the same idea — Brunei, the
People’s Republic of China, India, Kenya, Mexico, Mozambique, Nigeria, and Pakistan.

This diverse mix of countries shows that specific countries with different legal and political tra-
ditions are interested in this institution. Undoubtedly, the list of countries will be broadened within
a few years.

In general, the mechanism of “regulatory sandboxes” provides methods for testing new technol-
ogies and business processes within the limited number of participants, followed by special legal
prescriptions, which means either cancelling assorted mandatory requirements for the purposes of
experiments, or developing special requirements and “individual” provisions. Both of these options
have a limited period, which is necessary for checking up the new technology or business processes,
and the effects of their implementation.

2 Australian Securities & Investments Commission. (2017, December). Retaining ASIC's fintech licensing exemption
(Consultation Paper No 297). https://asic.gov.au/for-business/innovation-hub/fintech-regulatory-sandbox/

5 Balzli, T. (2019, July 01). FinTech license and sandbox — Adjustments to FINMA circulars 08/3 and 13/3. PwC Switzerland.
https://www.pwc.ch/en/insights/regulation/Fintech-license-and-sandbox-adjustments.html

& The Astana Times. (2015, October 10). Astana International Financial Centre to cement capital’s place in global finance.
https://astanatimes.com/2015/10/ astana-international-financial-centre-to-cement-capitals-place-in-global-finance/
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This mechanism is needed given the unpredictable consequences and risks herein, and is poten-
tially useful for the business and social opportunities of using the testing technology or processes.

For instance, the state has some mandatory requirements for taxi drivers, including a daily medi-
cal checkup and a special type of driving license. These requirements cannot be applied for a drone
taxi, which has no human driver within the car but may have a “driver” outside observing the entire
processes. Prohibiting this type of taxi only on the basis of not corresponding to some mandatory
requirements seems unreasonable, yet society may not ready to prescribe this or that regulation for
this type of taxi without research and testing. Both horns of this dilemma show the difficulties herein.

Under these circumstances, and due to the fact, that with no practical experience it is impossible
to establish adequate regulation for most innovations, the government is seeking ways of how to try
the new approaches without fundamental changes of legislation.

“Sandboxes” are the perfect mechanism for these purposes, since they are a framework (not typ-
ical for other companies beside the current participants) set up by a regulator (e.g. a Central Bank
in Fintech area) that allows “innovators” to conduct “live” experiments in a controlled environment
under a regulator’s supervision. In other words, this mechanism creates a controlled experiment,
where the government and the participants are able to find the most balanced and fair legislation,
minimizing the risks for public values and maximizing the positive effects.

Returning to the example of a drone taxi, the government may cancel some of the requirements
and, at the same time, add other special requirements (e.g. for protecting pedestrians, for insuring
liability including civil and criminal liability, for control of all drone taxis online, etc.) based on their
risk analysis.

The metaphor of the “sandbox” is illustrative, as the entire experiment is limited to participants,
technologies, applicable requirements, etc. Being under the supervision of the state, the “sandbox”
may be converted on the basis of special regulations. Novel financial products, high technologies,
and innovate business models or processes may be checked under a special set of norms, rules, and
requirements, providing appropriate safeguards and protecting public interest.

This tool for the development of digital innovations is used in global practice (to a greater extent,
it relates to the financial services market), and enables the reduction of the time and costs in intro-
ducing innovative products and improving the relevant regulatory legal framework. Due to the fact
that, from time to time, current regulation does not fully consider new practices and use of new tech-
nologies, special legal regimes help to reduce legal uncertainty and legal risks for all participants.

In theory the idea is clear, but in practice there are many issues — tax policy, preventing of the
risks for lives and health, the limits of converting the experimental regulation during the “sandbox”
period, antitrust legislation, and so on.

Another issue is devoted to the areas of experimental regulation. Historically there was the only
area — financial technologies (Bromberg et al., 2017). However, some countries extended the mecha-
nism to digital innovations in general (Wechsler et al., 2018).

In fact, there is not a commonly accepted notion of “digital innovation”. This is another fre-
quent issue, as whilst it is possible to outline the list of technologies that are novel and should
have priority (e.g. big data, artificial intelligence) there are other technologies that cannot be
considered novel but still are important for businesses and people yet simultaneously entail risk
(e.g. city supervision systems, data bases of social services like the services of an operator of a
postal service or telecom companies).

Typically, there are two approaches — limiting “sandboxes” to financial services, or providing a
wider list of technologies that may be applicable for “sandboxes” in case of regulatory approval
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(on the basis of discretionary powers). Historically and traditionally, the first approach is more
applicable, but at the moment there are experiments with digital innovations in other areas (e.g.
transport, medicine).

0On the one hand, the COVID-19 pandemic may lead to the development of both digital innovation
and “sandboxes”, as within the pandemic, digital technologies are becoming increasingly important
in new areas of social life, the economy, the state, and municipal administration (Efremov & Yu-
zhakov, 2020). The experimental nature of their introduction in new areas should be guaranteed by
(within reason) clear and flexible legislation.

On the other hand, there are doubts about the effectiveness of flexible norms for balancing public
interests and business strategies (Zezsche et al., 2017).

The Russian approach is not typical, and may be helpful for other jurisdictions. However, in order
to estimate the actual effectiveness of the regulation and practical results, we need to wait at least
a couple of years after the enforcement of the law and “sandboxes” in practice.

The Russian Federation has no special law on “regulatory sandboxes” at the moment. Instead,
there are two approaches towards legal experiments (not only in digital area).

The first approach entails accepting special regulation on various issues.

There are three recent examples of special laws — the Federal Law on the experiment to establish
a special regulation in order to create the necessary conditions for the development and implemen-
tation of artificial intelligence technologies in Moscow™; the experiment in taxation for a special cat-
egory of taxpayers (“professional income tax")®; the experiment of the use of electronic documents
in employment relationship management®.

Another option is to establish the experimental regulation by an Act of Government, if the legis-
lation does not prohibit it. This option was used for experiments with labeling of certain categories
of goods (perfume and toilet waters, footwear, clothes, tobacco products, etc.) with means of iden-
tification (by individual 2-D code for each item). Prior to the implementation of mandatory labelling
in each category, under the decision of the Government, experiments were conducted for interested
governmental, non-governmental, and business participants. There are a number of initiatives for
experiments in different areas on the basis of bylaws.

The second approach is actively launching “sandboxes”. Following in the footsteps of British col-
leagues, in 2018 the Central Bank of the Russian Federation (subsequently — the Bank of Russia),
within the framework of the implementation of the Basic Guidelines for Financial Technologies De-
velopment for the period 2018-2020, launched its own “sandboxes"™.

2 Federal'nyy zakon N 123-FZ «O provedenii eksperimenta po ustanovleniyu spetsial'nogo regulirovaniya v tselyakh
sozdaniya neobkhodimykh usloviy dlya razrabotki i vnedreniya tekhnologiy is-kusstvennogo intellekta v sub»yekte
Rossiyskoy Federatsii — gorode federal’nogo znacheniya Moskve i vnesenii izmeneniy v stat'i 6 i 10 Federal'nogo zakona

“0 personal'nykh dannykh”» [Federal Law No. 123-FZ “On conducting an experiment to establish a special regulation to
create the necessary conditions for the development and implementation of artificial intelligence technology in the sub-
ject of the Russian Federation — the city of federal significance in Moscow and amending Articles 6 and 10 of the Federal
Law” On Personal Data"] (2020).

® Federal'nyy zakon N2 422-FZ «O provedenii eksperimenta po ustanovleniyu spetsi-al'nogo nalogovogo rezhima “Nalog na
professional’nyy dokhod”» [Federal Law No. 422-FZ “On conducting an experiment to establish a special tax regime “Tax
on professional income”] (2018).

% Federal'nyy zakon N@ 122-FZ «O provedenii eksperimenta po ispol'zovaniyu elektronnykh dokumentov, svyazannykh s ra-
botoy» [Federal Law No. 122-FZ “On conducting an experiment in the use of electronic documents related to work”] (2020).

5 Bank of Russia. (n.d.). Regulyativnaya «pesochnitsa» [Regulatory “sandbox”]. https://www.cbr.ru/fintech/regulatory_sandbox/
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This mechanism provides an opportunity to pilot innovative financial technologies and services
on the financial market. Priority areas for piloting, according to the Bank of Russia policy, are Big
Data and machine learning technologies, mobile technologies, artificial intelligence, biometric tech-
nologies, distributed registry technologies, open interfaces, digital profile technologies, and others.
Any organization that has developed or plans to use an innovative financial service or technology
can initiate piloting in a “sandbox”.

The main problem of this initiative is the absence of any legal background, which leads to limited
opportunities of potential participants. In fact, a participant’s most fruitful opportunity is to create a
model of whichever process they prioritize, and to convince the regulator that it is safe and not risky
from the perspective of protecting important public values. The regulator is able to initiate changes
in legislation, but this process takes much time. This type of “sandbox” is not flexible and risky, since
the opportunity of launching “live” experiments is not available.

Unfortunately, the Bank of Russia does not post official information about the number of applica-
tions, decisions on them, and results of proposed “sandboxes”. However, in February 2019, the Bank
of Russia announced that the first project from the “sandbox” received legal approval. According to
their official website, work on the project, which deals with the service that allows remote manage-
ment of corporate client accounts for transactions in bank branches, began at least in August 2018.
Sberbank (the largest bank in Russia, Central and Eastern Europe) was the initiator of this project.
The testing was conducted jointly with professional associations of financial market participants and
relevant government agencies. The Bank of Russia, as well as experts, found it expedient to launch
the service taking into account recommendations provided by the regulator®.

This case demonstrates the potential mechanism, but there are at least two specific details. First,
there was not any testing in real life, but only modeling by experts and agencies, so there remain
potential risks in real life conditions that cannot be forecasted within the model. Second, the Bank
of Russia found the service does not require amendments to legislation — it was legalized by a bylaw.

According to mass media there are about 20 applications for the Bank of Russia’s “sandbox”, but
the official statistics is not available.

This “theoretical” option is only for banks and other financial institutions that are supervised by
the Bank of Russia. The same option is not available for other companies and other services.

Within the framework of the Digital Economy National Program”, the Government of the Rus-
sian Federation mandated the Ministry of Economic Development to establish “legislative regulation
of the creation and functioning of special legal regimes in the digital economy (“regulatory sand-
boxes”)” by the end of July 2019.

With the short delay, in March 2020, Russian Ministry of Economic Development prepared a draft,
agreed upon by all relevant federal executive agencies, of the Federal Law “On experimental legal
regimes in the area of digital innovations in the Russian Federation™; now this has been proposed
by the Government to the State Duma, it may finally be approved by the end of the year.

% Sherbank. (2018, August 17). Sberbank’s service is first to pass piloting of Bank of Russia’s requlatory sandbox.
https://www.banki.ru/ news/lenta/?id=10619991

7 The Digital Economy National Program is aimed at creating a safe and powerful infrastructure for high-speed data transfer,
processing, and storage, which will be made available for all organizations and households of Russia. One of the focus areas
of the project is developing an up-to-date legal regulation, which involves creating favorable competitive conditions for the
participants of the digital environment and introducing uniform requirements for electronic operations (Hohlov & Ershova, 2019).

' The draft of the Federal Law is available in Russian on the official website of the State Duma of the Federal Assembly
of the Russian Federation. https://sozd.duma.gov.ru/bill/922869-7
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However, the draft requires a satellite law with the details in relevant legislation (18 laws that
should be amended are in the list of the Government), but this draft has not been prepared on time
due to arguments within the federal agencies.

The key idea of the suggested regulation is pretty close to typical models considered above, and
is under development within the experimental area, through which it will be able to do what is not
quite allowed yet. If the experiment is successful, this regime will become the prototype of the new
regulation across assorted areas of using digital innovation.

According to the draft, “regulatory sandboxes” will work in eight areas:

1) medical practice, including telemedicine technologies, technologies for the collection and pro-
cessing of information on citizens’ health and diagnoses, pharmaceutical practice;

2) design, manufacture, and operation of vehicles, including highly automated vehicles and un-
manned aerial vehicles, certification of their operators, provision of transportation and logistics
services, and the organization of transportation services;

3) e-learning and distance learning technologies;

4) financial markets;

5) remote sale of goods, works, and services;

6) architectural engineering, construction, major repair, reconstruction, demolition of capital
construction objects, operation of buildings and structures;

7) state and municipal services providing and executing state control and municipal control;

8) industry.

The legal experiment is supposed to be extended to systems based on digital innovations, includ-
ing Big Data, blockchain, neurotechnology and artificial intelligence, quantum technologies, robotics,
etc. However, the draft does not have the list of technologies — it uses the term “digital innovation”
in its broader meaning (a new or highly improved product).

In order to legalize special bylaw norms that overrule legislation for “sandboxes”, the draft op-
erates with two notions — general regulation (for all entities) and special regulation (for the partici-
pants of a “sandbox” for the limited period of an experiment).

Surprisingly, the list of participants consists of not only legal entities and entrepreneurs, but
also of governmental (federal and regional) bodies, municipal bodies (for monitoring and oversight
activities), and state and municipal services. This provision seems illogical, as in this area the state
is able to make such legislation flexible.

The key idea of the draft is to create a procedure for developing the special (experimental) regula-
tion of up to three years for participants in using different digital innovation and connected processes.

As oppose to the Republic of Kazakhstan, where the special regulation works only within the As-
tana International Financial Center®, the Russian legislator does not draw the limits for territory?® —

“sandboxes” may work within the municipality, the region, or nationwide.

¥ According to the Constitutional Law of the Republic of Kazakhstan of December 7, 2015 No. 438-V “On International Financial
Center Astana” (as amended and supplemented as of 30.12.2019), the hierarchy of norms within the Centre consists of three le-
vels — the present Constitutional Law; acts of the Centre that are not contradicting the Constitutional Law, which may be based
on the principles, norms, and precedents of the law of England and Wales and (or) standards of the leading world financial centers,
accepted by the Centre’s bodies within the limits of powers provided by the present Constitutional Law; and the current legisla-
tion of the Republic of Kazakhstan, which is applied in the part not regulated by this Constitutional Law and Acts of the Centre.

2 There is a special regulation of the Innovation Centre “Skolkovo”, but this example is unique. See: Federal'nyy zakon
NQ 2 44-FZ «Ob innovatsionnom tsentre “Skolkovo”» [Federal Law No. 244-FZ “On Innovation Centre “Skolkovo”] (2010).
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The draft creates a procedural mechanism for setting up, changing, cancelling, and monitoring
“sandboxes”. Under this mechanism, upon the application of an initiator or the request of the reg-
ulator (e.g. the Ministry of Digital Development, Communications and Mass Media of the Russian
Federation for telecommunication or postal services), the government and business community or-
ganizations will be able to estimate the initiative and suggestions for the special regulation, and
decide whether this regulation may be settled.

The initiator should provide the draft of the “sandbox” Program complete with an analysis of the
risks, specific regulatory problems, and gaps that are considered to be boundaries for the implemen-
tation of the digital innovation with no special regulation.

The final decision on the application or request is made by the Government of the Russian Fed-
eration (of the Bank of Russia for its area of regulation) after the approval of two federal executive
bodies (the regulator and “the designed in experimental legal regime” body) and a business commu-
nity organization in the area of the experiment.

The procedural mechanism is clear and pretty democratic: it offers the opportunity to settle dis-
putes and other disagreements, but the grounds of these decisions, as well as the authorities, are
not transparent.

It is not obvious whether a business community organization is the only organization for all

“sandboxes” or not; the criteria for this organization are not mentioned, and nor is the procedure of
nominating whichever organization is chosen.

As the draft of the law declares, “sandboxes” will make it possible to check how a new technological
solution works in real life within the special regulation, as well as to determine whether its universal
use is acceptable and what requirements should be set when implementing it. The experiment includes
assorted specific exemptions from mandatory requirements or special requirements for the participants
of the “sandbox”, in cases where there is a gap in regulation. The experiment may require the special in-
currence of liability, but it is not mandatory. These exemptions, however, must not limit the level of pro-
tection of the rights and freedoms of citizens, state security, and other important constitutional values.

Reduction of terms helps to both reduce costs and replicate new solutions. Moreover, it allows
quickly sifting out failing business models.

According to the results of the experiment, the new regulation of innovation areas is formed by
the regulatory bodies if the “sandbox” is successful.

However, the detailed prescriptions about the requirements to these special regulations are go-
ing to be determined in relevant legislation (e.g. medical law for telemedicine services; transport law
for drone taxis).

The advantage of suggested regulation is in the creation of the unified universal mechanism for

“sandboxes” in all areas, and in detailed procedures with limited terms, authorities, and methods
of decisions for each stage of approval. Moreover, this system is flexible enough, and not limited to
financial services.

Meanwhile, the suggested mechanism has disadvantages and weaknesses that should be con-
sidered.

There is also a theoretical issue — how to protect public order if the executive bodies are able
to postpone (or even cancel) laws for the list of entities. The rule of law guarantees that legislation
cannot be overruled by bylaws. However, it is important to remember the concept of “delegated
legislation™ — this theoretical challenge may be easily solved by special law on “sandboxes”.

2 With regional specific, this notion may be defined as the mechanism of delegation by the parliamentary authorities to
executive bodies on the basis of legal provisions and within the framework of these provisions.
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There are also practical issues that are important in the draft of federal law; three of these are the
most urgent for consideration:

1) Firstly, the proposed mechanism contains multiple corruption risks at all stages, as there are no
criteria for decision-making. All discretionary powers have no limits and/or adequate criteria for any
decisions they may make. In fact, this is not a big problem, but the absence of an effective and fast
judicial review gives the authorities unlimited power for the purposes of the application processing.
In theory the standard judicial mechanism is undoubtedly still available, but this may work only in
cases of procedural major violations that are significant enough. However, the grounds of decisions
are closed and their publication is not mandatory; this leads to no judicial review being conducted of
them. Another point is the grounds for choosing the “business community organization”, as designed
for the purposes of “sandboxes” processing.

2) Secondly, there are risks of unfair components and restricted commercial data disclosure dur-
ing the application processing. Almost each digital innovation deals with new business processes
and ideas that should not be disclosed. Another point is about the potential conflicts of interests of
competing companies, and the opportunity to protect corporative interests only. The same problem
is possible for startups and small companies with no representation in “a business community orga-
nization”. In practice (even with at least three bodies at the first stage), “sandbox” processing may be
used as a way of competence at whichever market companies see as fit. The absence of a predictable
level of protection of interests is a significant gap in the draft for initiators and their commercial data.
According to the previous version of the draft of the law, the Federal Antimonopoly Service opinion
was mandatory; this provision however was not included in the final governmental draft.

3) Thirdly, business models are connected with other regulatory factors like taxation, licensing,
and similar fields. Changing of legislation that affects the “sandbox” leads to the cancellation of
it, according to the provisions of the draft of the Federal Law. On the one hand, this refers to the
sovereignty of parliament and the law as the highest level of regulation. On the other hand, if the
law comes into force, parliament will give the “mandate” to the Government or the Bank of Russia to
exempt regulation for the limited period of time and limited list of participants. The previous version
of the draft has the provision that the tax burden for participants of sandboxes cannot grow during
the experiment; the current draft does not have this provision.

However, it looks like the Government does not plan to take “sandboxes” into force soon. Neither
a draft of satellite law is ready, nor have the plans for preparing the draft for the second hearing at
the State Duma been announced.

There is an idea to hold an experiment on settling “sandboxes” before or alongside changing the
regulation. On June 16 2020, it was announced that the Ministry of Economic Development prepared
the list of the projects that they are going to test as “sandboxes™.

There are six initiatives in this list, including: the service to protect subscribers from fraudulent
calls based on Big Data and machine learning (the main regulatory issue is in the special regime of
call data); remote signing a cellular service agreement with no necessity to visit the office of the
operator (there are regulatory gaps in the legislation on communication as well as counter-terrorism
provisions); “smart hotels” with automatic check-in; cargo transportation with drones; autonomous
driving system with drones (with no engineers operating the system); medical care services through
telemedicine (there is a provision that requires the first offline doctor’s appointment).

2 Vinogradova, E. (2020, June 16). Eksperimental'no, Vatson: Minek uzakonit antifrod-servisy v «pesochnitsakh» [Ex-
perimentally, Watson: Ministry of Economic Development will legitimize antifraud services in “sandboxes”]. lzvestia.
https://iz.ru/1023765/ekaterina-vinogradova/eksperimentalno-vatson-minek-uzakonit-antifrod-servisy-v-pesochnitcakh
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On June 16 2020, the draft of satellite law was published for the purposes of independent an-
ti-corruption expertise®, but it is not final draft.

Unfortunately, the draft provides tailored solutions as it consists of the closed list of mandatory
and other requirements that may be limited, cancelled, or modified within a “sandbox”. This draft
includes pretty brief regulations with amendments to 8 laws (in the areas mentioned above)* with
the lists of articles and provisions “which apply unless otherwise provided” by a “sandbox”.

The analyzed Russian approaches are illustrative and may be helpful for other jurisdictions, espe-
cially for developing countries that do not have the analogue experience.

The idea of “sandboxes” has already been added to by the new direction of regulatory develop-
ment, which may be considered as “smart regulation” (Hohlov & Ershova, 2019), but these concepts
are not competing — both of these institutions may be used simultaneously.

Moreover, if the regulation is rigid and not flexible enough (as is pretty typical for most post-Soviet
countries, as well as a number of developing countries), “sandboxes” will help to improve legislation
after testing all processes and requirements in real-life circumstances to facilitate the intensive and
effective development of digital technologies and innovations.

The provisions of the suggested regulation may be changed dramatically during hearings in the
Federal Assembly of the Russian Federation, but it is best to hope that the key ideas and approaches
will be included in the law.

Time will tell how effective and appropriate this universal mechanism of “sandboxes” is to the
reality of life and law in Russia.

% The draft available in Russian at the official web-site: https://regulation.gov.ru/projectstnpa=102951

% Before, the Government of the Russian Federation outlined 18 federal laws to be amended.
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