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• Artificial intelligence (“AI”) Regulatory sandboxes are one of the proposed 
tools for oversight and safeguards in the upcoming European Union Artificial 
Intelligence (“AI”) Act (the “EU AI Act”). 

• They are intended to be a safe and controlled space for experimentation, 
while ensuring responsible innovation and integration of appropriate 
safeguards and risk mitigation measures. 

• Ahead of the EU AI Act’s scheduled entry into force in 2024, this document 
looks at best practices and insights for deployers and/or developers of AI 
systems with respect to accessing these sandboxes and participating in the 
development and testing of innovative AI systems, based on data from the 
Financial Conduct Authority’s (“FCA”) report on the regulatory sandbox for 
financial products in October 2017, as the AI regulatory sandbox is its 
equivalent under the EU AI Act.

• Recital 72 of the EU AI Act requires Member States to ensure that regulatory 
sandboxes are widely available throughout the Union, while the participation 
should remain voluntary. It is especially important to ensure that SMEs and 
startups can easily access these sandboxes, are actively involved and 
participate in the development and testing of innovative AI systems, in order 
to be able to contribute with their knowhow and experience.

https://www.ai-and-partners.com/
https://www.fca.org.uk/publication/research-and-data/regulatory-sandbox-lessons-learned-report.pdf


Performance Assessment

Accelerating Market Entry and Investor Confidence
• The success of the sandbox program in reducing time and costs for firms and providing 

regulatory certainty enhances market entry.
• AI innovators under the EU AI Act can learn from this, utilizing regulatory sandboxes to 

expedite testing, gain oversight, and boost investor confidence through a transparent 
regulatory process.`

Facilitating Access to Finance for AI Innovations
• Sandbox participation provides reassurance to investors, fostering regulatory certainty for 

firms in the AI sector.
• AI companies utilizing regulatory sandboxes should recognize the potential for attracting 

investment during or post-testing, emphasizing the importance of regulatory oversight in 
ensuring investor trust.

Iterative Product Development and End-User Protection
• The sandbox enables firms to assess end-user response and iterate on business models, 

reducing launch costs.
• AI developers should leverage regulatory sandboxes for testing AI products in a live 

environment, gathering valuable insights for end-users and refining their technology before a 
broader market introduction.
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Market Impact

Innovation with Emerging Technologies
• The sandbox's success in testing nascent technologies like DLT and biometrics showcases the potential for AI firms to 

leverage cutting-edge technologies.
• AI innovators should explore the possibilities of AI applications in areas such as blockchain, online platforms, APIs, and 

biometrics, understanding that sandbox testing enables the mitigation of risks and the realization of benefits.

Financial Inclusion and Vulnerable End-User Solutions
• The sandbox has demonstrated the effectiveness of innovative business models in addressing financial inclusion and aiding 

vulnerable consumers.
• AI firms under the EU AI Act can learn from these tests, focusing on developing AI solutions that empower vulnerable end-

users, reduce inequality, and enhance accessibility for marginalized populations, aligning with broader social and policy 
goals.

Iterative Business Model Development
• The sandbox's facilitation of live testing enables firms to iterate and enhance their business models based on real-world 

feedback.
• AI firms engaging in regulatory sandboxes under the EU AI Act should embrace an iterative approach, using the testing 

phase to refine and optimize their AI solutions, ensuring they better meet consumer needs and adhere to regulatory 
requirements.

Cross-Sector Collaboration and Innovation
• The sandbox showcases successful collaborations between fintech firms and established entities, such as partnerships 

between technology providers and large financial institutions.
• AI innovators should explore collaborative opportunities with established players in their respective sectors, fostering 

partnerships that leverage each party's strengths and contribute to innovative business models while addressing regulatory 
and end-user considerations.
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Testing Limitations

Mitigating De-Risking Challenges
• Firms engaging in AI regulatory sandboxes can learn from the financial sector's experience with de-risking. 
• To ensure market entry, collaboration, and healthy competition, firms should proactively address perceived risks, work closely with 

regulatory bodies, and advocate for a nuanced approach to risk management. 
• By focusing on effective risk mitigation strategies, firms in diverse sectors can foster innovation while meeting regulatory standards.

Enhancing Customer Acquisition Strategies
• AI sandbox participation highlights the importance of customer acquisition for small firms. 
• Firms entering AI regulatory sandboxes should prioritize customer outreach and leverage partnerships with established entities. 
• Learning from successful collaborations in the financial sector, firms can refine their customer acquisition models, ensuring viability 

and demand for their AI-driven products or services.

Navigating Data Access and API Integration
• Integration challenges with APIs and data access experienced by financial firms in AI regulatory sandboxes offer valuable insights for 

non-finance sectors. 
• Firms testing AI applications should anticipate and address hurdles related to data sharing, ensuring smooth API integration. 
• Collaborative efforts with industry stakeholders and adherence to evolving standards, similar to developments in PSD2 and GDPR, can 

expedite seamless data access.

Overcoming Regulatory Authorisation Complexities
• Lessons from financial firms navigating regulatory authorization complexities can guide non-finance sectors participating in AI 

regulatory sandboxes. 
• Understanding the intricacies of diverse business models is crucial for regulatory compliance. 
• Firms should engage in proactive discussions with regulatory bodies, offering transparency and cooperation to ensure successful 

navigation of authorization processes. 
• Collaborative approaches and alternative models, such as partnerships, can help overcome challenges associated with meeting 

regulatory requirements.
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Email

+44(0)7535 994 132

Phone

https://www.ai-and-partners.com/ 

Website

LinkedIn: https://www.linkedin.com/company/ai-&-partners/ 
Twitter: https://twitter.com/AI_and_Partners 

Social Media

Contact Details
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Thank You!
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This Presentation may contain information, text, data, graphics, photographs, videos, sound recordings, illustrations, artwork, names, logos, trade 
marks, service marks, and information about us, our lines of services, and general information may be provided in the form of documents, podcasts 
or via an RSS feed (“the Information”). 

Except where it is otherwise expressly stated, the Information is not intended to, nor does it, constitute legal, accounting, business, financial, tax or 
other professional advice or services. The Information is provided on an information basis only and should not be relied upon. If you need advice or 
services on a specific matter, please contact us using the contact details for the relevant consultant or fee earner found on the Presentation.

The Presentation and Information is provided “AS IS” and on an “AS AVAILABLE” basis and we do not guarantee the accuracy, timeliness, 
completeness, performance or fitness for a particular purpose of the Presentation or any of the Information. We have tried to ensure that all 
Information provided on the Presentation is correct at the time of publication. No responsibility is accepted by or on behalf of us for any errors, 
omissions, or inaccurate information on the Presentation. Further, we do not warrant that the Presentation or any of the Information will be 
uninterrupted or error-free or that any defects will be corrected.

Although we attempt to ensure that the Information contained in this Presentation is accurate and up-to-date, we accept no liability for the results 
of any action taken on the basis of the Information it contains and all implied warranties, including, but not limited to, the implied warranties of 
satisfactory quality, fitness for a particular purpose, non-infringement, compatibility, security, and accuracy are excluded from these Terms to the 
extent that they may be excluded as a matter of law.

In no event will we be liable for any loss, including, without limitation, indirect or consequential loss, or any damages arising from loss of use, data or 
profits, whether in contract, tort or otherwise, arising out of, or in connection with the use of this Presentation or any of the Information.

Disclaimer
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