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AGENDA BC#: BRAZILIAN CENTRAL BANK FOSTERS  
FINTECH SCENE WITH PROPOSED REGULATIONS

In December 2019, the Brazilian Central Bank (“Central Bank”) announced proposed regulations on 
(i) open banking; (ii) regulatory sandbox; and (iii) book-entry trade bills (duplicatas escriturais). The 
proposed regulations will be reviewed by the Central Bank based on comments received by January 
31, 2020. 

Proposed regulations were also announced on payment networks of withdrawals and deposits, 
focused on ATMs. Comments may be submitted by February 14, 2020.

Background: Agenda BC#

The proposals are part of the Agenda BC#, which stimulates innovation and technological 
developments within the Brazilian Financial System as an instrument to address structural issues, 
fostering competition, transparency and financial inclusion.

The Agenda BC# is composed of microeconomic policies based on four directives: (i) inclusion;  
(ii) competition; (iii) transparency; and (iv) financial education. The Central Bank intends to foster the 
reduction of costs for end users of financial services, as well as the cost of credit in the economy as a whole.

Sandbox 

Concept

The regulatory sandbox is defined by the Central Bank as a “controlled testing environment for 
financial and payment innovations” (“Sandbox”). It is an experimental regulatory environment that 
allows important players, fintechs and startups to test innovative projects with real customers, based 
on a provisional license.

Regulators in the financial, capital and insurance markets intend to create an integrated Sandbox 
environment for participants whose activity is inserted simultaneously in at least two of these 
markets. The proposals for Sandbox in the capital and insurance markets have already undergone 
public consultation and are under analysis at the Securities and Exchange Commission (Comissão de 
Valores Mobiliários – “CVM”) and Brazilian Insurance Authority (Superintendência de Seguros Privados 
– “SUSEP”), respectively.
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Central Bank´s proposal for Sandbox

The Central Bank released draft regulations to be issued (i) jointly by the Central Bank and the 
National Monetary Council, Brazil’s highest-ranking financial authority (ato normativo conjunto), with 
general rules for the creation and operation of the Sandbox; and (ii) by the Central Bank (Circular),  
with specific rules for the first cycle of the Sandbox (“Cohort 1”).

 y Sandbox authorized participants. The proposal establishes the following participants for 
the Sandbox: (i) private legal entities (such as limited liability companies and corporations); 
(ii) notaries; and (iii) state-owned enterprises. 

 y Eligibility criteria. To access the Central Bank´s Sandbox, the participant must comply with 
eligibility criteria and submit a proposal that (i) meets the concept of innovative project (see 
definition below); (ii) is an activity within the competence of the National Monetary Council or the 
Central Bank; and (iii) contains an exit plan.

Innovative project. Product, service or experimental business model that (i) applies technological 
innovation or promotes alternative use of existing technology; and (ii) promotes improvements, such 
as efficiency gains, outreach or capillarity, cost reduction or increased safety.

 y Sandbox operation. The Sandbox can be structured as a continuous operation or be divided into 
cycles of certain duration (“cohorts”). The proposal establishes that the Central Bank’s Sandbox 
will be divided into cohorts and the duration of each cohort will be limited to up to one year, 
subject to extension to one additional year, and will go through the following main steps:

Selection of participants

Release of a call  
for applications  
and timetable

Monitoring

Selection of participants 
and granting of provisional 

licenses

Termination of activities

 y Exit plan

 y Permanent license  
(with or without waivers)

Selection Process Sandbox Cohorts

Selection of participants. For each Sandbox cycle, a call for applications (ato convocatório) 
will be released by the Central Bank containing rules for (i) the cohort’s initial date, duration  
and timetable for the application and authorization phases; (ii) maximum number of participants;  
(iii) theme for proposals, if applicable; and (iv) application documents.
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PROPOSAL FOR COHORT 1:

 y Cohort’s initial date, duration and timetable. Application phase between April 1, 2020  
and April 30, 2020, with review of the proposals between May 4, 2020 and July 31, 2020.  
This deadline may be extended. The initial date proposed for Cohort 1 is August 3, 2020.

 y Maximum number of participants. Maximum 20 participants. This number could be increased 
by 50% at the Central Bank’s discretion.

 y Theme for proposals. The Central Bank attributed 40% of the weight in the selection of 
Sandbox participants to the framing of projects within the Central Bank’s  strategic priorities: 

– foreign exchange solutions;

– fostering synergies between the capital and credit markets;

– credit for micro and small businesses; 

– open banking; and

– increase of the competition. 

 y Application documents. Participants must submit form with information on controllers and 
managers, the project description and financial information requested by the Central Bank 
(such as financial statements and tax returns of controlling shareholders).

Monitoring. Participants must (i) elect designated officers for interaction with the Central 
Bank, both remotely and in person; and (ii) interact with the Central Bank to ensure access 
to relevant information, submit requested documents and inform about the materialization  
of unforeseen risks.

Termination of activities. Participation in the Sandbox may be terminated by (i) reaching the 
cohort’s end date; (ii) obtaining a permanent license with the Central Bank with or without waivers; 
or (iii) cancellation of the provisional license prior to the cohort’s end date, either at the request 
of the participant or by the Central Bank’s initiative. Participants must develop an exit plan with 
mechanisms to enable compliance with legal, regulatory and contractual obligations at the time of 
the termination of their activities at the Sandbox.

Risk management. All participants must implement simplified structure of continuous risk 
management. This structure aims to control and mitigate, in particular, (i) operational risk, 
to address failures, deficiencies and inadequacies in the systems, among other aspects; and  
(ii) credit risk, if there is public fundraising, in order to address exposure to credit transactions, collaterals 
granted by the institution and future expenses, among other aspects.
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Open Banking

Concept

Open banking is defined by the Central Bank as the “standardized sharing of data and services 
through the opening and integration of information system platforms and infrastructures” by financial 
institutions and other authorized institutions (“Open Banking”). Open Banking allows data sharing 
through electronic means in a secure, agile and convenient manner, in compliance with the Brazilian 
GDPR (Law No. 13,709/19 – Lei Geral de Proteção de Dados – “LGPD”), which will come into force  
in August 2020.

Central Bank´s proposal for Open Banking

The Central Bank released draft regulations to be issued by the National Monetary Council 
(Resolução) and by the Central Bank (Circular) related to the functioning of Open Banking, such as 
its scope, liability for LGPD compliance regarding data sharing, interaction between participants and  
a timetable for the system’s implementation in Brazil.

 y Client consent. The fundamental principle of Open Banking is that data belongs to end users, 
not to the data processors. Authorization to share data is a requirement under the LGPD and 
can be revoked by the end user at any time. 

 y Open Banking participants. 

Donor Institution. Institution that shares data with the receiving institution.  

Receiving Institution. Institution that submits request for the sharing of data to the donor 
institution.

Account Information Service Provider (“AISP”). Institution that maintains deposit account  
or client payment account.

Payment Initiation Service Provider (“PISP”). Institution that provides payment transaction 
initiation service.

 y Sharing request. Follows the steps below:

Consent. Data receiving institution or institution initiating a payment transaction must obtain 
client consent prior to sharing data.

Authentication. Data donor institution or institution holding an account must adopt procedures 
and controls for authentication of the client and receiving institution or PISP.

Confirmation. Donor institution or AISP holding an account must request confirmation from  
the client re. data sharing.

 y Data sharing liability. Participating institutions are liable for the reliability, integrity, availability, 
security and confidentiality of data sharing. In addition to these responsibilities, they must 
appoint a designated officer to the Central Bank for the purpose of data sharing.
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 y Convention. Open Banking participants must sign an interoperability convention covering various 
aspects of the operation (such as technological standardization, client service, offsetting between 
participants and rights and obligations of each participant). The interoperability convention shall 
be submitted to the Central Bank’s approval.

Book-entry Trade Bills (Duplicatas Escriturais)

Concept

Law No. 13,775/18 authorized the issuance of trade bills in book-entry form for commercial 
purposes in Brazil (“Book-entry Trade Bills”), pending regulation by the Central Bank. This type of trade 
bill addresses inefficiencies relating to trade bills, which are issued in physical certificate form in Brazil 
(duplicata cartular). Trade bills issued in physical certificate form are more susceptible to fraud, which 
leads to higher interest rates charged by banks in discounting such trade bills. 

The electronic bookkeeping system for Book-entry Trade Bills guarantees their validity and origin. 
This provides improved legal certainty to the trade bills industry, potentially reducing the interest 
rates charged by financial institutions in discounting transactions, thus providing less expensive credit  
for companies.

Central Bank´s proposal for bookkeeping of Book-entry Trade Bills

The Central Bank released draft regulations to be issued by the National Monetary Council 
(Resolução) and by the Central Bank (Circular) on the activity of Book-entry Trade Bills bookkeeping, 
registration, settlement and trading.

 y Book-entry Trade Bills. The Book-entry Trade Bills are either completed (based on a performed 
transaction) or to be completed (based on a future transaction).

 y Bookkeeping activity. The financial assets registration companies (registradoras de ativos 
financeiros) are the only type of entity eligible to apply for a Book-entry Trade Bills bookkeeping 
license. Additional requirements apply to the bookkeeping license in addition to a financial assets 
registration company license, such as a permanent minimum net equity of BRL10 million and 
proof of technical and operational capacity to operate the bookkeeping system.

Role of the bookkeeper. Central participant in the issuance and trading of the Book-entry 
Trade Bills. Its role comprises (i) verification of the Book-entry Trade Bills’ validity and origin; and  
(ii) controlling the collection and settlement flow to the issuer of the Book-entry Trade Bills.

Integrated electronic system. Bookkeepers shall maintain an integrated electronic system allowing 
debtors (i) to give their acceptance or refusal (with justification) regarding the Book-entry Trade Bills’ 
completion; and (ii) have access to Book-entry Trade Bills issued against them, including negotiations 
held and payment information. Such system must be accessible by electronic means, internet or 
computer systems.
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Financial settlement of the Book-entry Trade Bills. The bookkeeping agents must keep an 
account at a settlement institution for the financial settlement of the Book-entry Trade Bills. 
Financial settlement covers two steps:

Payment, by the debtor to  
the bookkeeper, of the amounts  

due under the Book-entry Trade Bills

Settlement, by the bookkeeper to the 
 issuer of the Book-entry Trade Bills,  
of amounts collected with the debtor

Collection Settlement

Registration and negotiation of Book-entry Trade Bills. The bookkeeper must register, with a 
financial assets registration company, (i) the Book-entry Trade Bills, on the same day as issued; 
and (ii) the trading contracts of the Book-entry Trade Bills.

 y Interoperability convention. Financial assets registration companies (both licensed entities 
and those undergoing authorization process) shall conclude an interoperability convention to 
address, among other points, (i) the operational procedures to exchange information; (ii) the 
operation of the integrated electronic system; and (iii) the financial settlement of the Book-entry 
Trade Bills. 

 y Mandatory adoption of the Book-entry Trade Bills. In discounting transactions with financial 
institutions, following a transition period, trade bills must be issued as Book-entry Trade Bills 
(i.e. mandatory form):

Company size Annual gross revenue Transition period

Large ≥ R$300 million
390 days following enactment  

of the regulations

Medium
R$300 million ≥  
e ≥ R$4.8 million

510 days following enactment  
of the regulations

Small
R$4.8 million ≥  
e ≥ R$360,000 690 days following enactment  

of the regulations
Microenterprises R$360,000 ≥
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Role of financial institutions. Financial institutions shall carry out certain steps of transactions 
using Book-entry Trade Bills, especially (i) sending information to financial assets registration 
companies; (ii) specifying the institution responsible for financial settlement; and (iii) laying 
down conditions for the release of funds stemming from the settlement of Book-entry Trade 
Bills posted as collateral in credit transactions.

Withdrawal and Deposit Payment Networks (Arranjos de Pagamento de Saque e Aporte)

Concept

A payment network is the “set of rules and procedures regulating the offering of any given payment 
service to the public in general”, accepted by more than one receiving institution (as defined in Law  
No. 12,865/13). Payment networks are classified, among other criteria, according to their purpose.

Central Bank´s proposal for Withdrawal and Deposit Payment Networks

Under current Central Bank regulations (Circular No. 3,682/13), payment networks may have 
only two purposes: (i) purchase (i.e. payment transactions); or (ii) transfer (i.e. money transfers).  
The proposed regulations released by the Central Bank, to be issued by the Central Bank (Circular), 
create a third purpose for payment networks of withdrawal and deposit. This essentially covers 
automated teller machines (“ATMs”).

The owners of withdrawal and deposit payment networks must apply for authorization with the 
Central Bank within 90 days, except for closed-loop payment networks and payment networks owned 
by entities authorized to operate by the Central Bank.

Relevance

Numbers from the Central Bank indicate that 60% of the Brazilian population uses money as a 
preferred method of payment. Among other factors, this can be explained by the low level of financial 
inclusion of the Brazilian population. Withdrawal and deposit services are essential for, among other 
uses, deposit of salaries, withdrawals and movement of deposit and payment accounts.

The regulations on withdrawal and deposit payment networks are aimed at converging the current 
Brazilian ATM network for common use by the market, following the concept adopted in several 
developed countries. The Central Bank intends to (i) address inefficiencies in the existing Brazilian ATM 
network; (ii) secure access to ATMs, under the same conditions as traditional banks, by the clients 
of the so-called digital banks, thus increasing their ability to compete with traditional players; and  
(iii) foster the development of new business models based on the concept of withdrawals and deposits. 
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