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HOW DOES BNPL WORK?

CHECKOUT

CUSTOMERS ADD ITEMS TO THEIR
ONLINE SHOPPING CART OR
PHYSICAL STORE BASKET AND
PROCEED TO CHECKOUT.

AT CHECKOUT THEY ARE PRESENTED
WITH PAYMENT METHODS THAT
REQUIRE THEM TO PAY THE FULL
AMOUNT UPFRONT OR USE BNPL TO
BREAK IT UP TO SMALLER CHUNKS.

PAYMENT INITIATION

A CUSTOMER THAT CHOOSES TO PAY
USING BNPL IS DIRECTED TO THE BNPL
CHECKOUT PAGE, WHERE THEY CAN
LOG IN TO THEIR BNPL ACCOUNT TO
ACCEPT THE TERMS AND CONDITIONS
(INCLUDING THEIR INSTALMENT
PAYMENT PLAN).

ALTERNATIVELY, CUSTOMERS CAN USE
THEIR BNPL APP FOR IN-STORE
PURCHASES.

PAYMENT COMPLETION

ONCE APPROVED, THE BNPL
PROVIDERS COMPLETES THE
CHECKOUT BY PAYING THE
MERCHANT THE FULL PURCHASE
PRICE (UNLESS DIFFERENT TERMS
HAVE BEEN AGREED WITH THE
MERCHANT).

IF THE CUSTOMER FAILS TO MAKE
THEIR REPAYMENTS, THE RISK SITS
WITH THE BNPL PROVIDERS.



Is it regulated? YES

* Classification of BNPL:
* anew category of regulated credit, known as ‘low-cost credit contracts’ (LCCCs).

* Providers are now required to hold an Australian Credit Licence, conduct
creditworthiness assessments and participate in comprehensive credit reporting
arrangements.

AUSTRALIA

Regulatory entities:

Australian Securities and Investments Commission (ASIC).

Industry bodies:

Providers must join the Australian Financial Complaints Authority (AFCA).




AUSTRALIA

CREDIT REPORTING

Data Reporting Framework
BNPL products formally brought under the National Consumer Credit Protection Act. The
Principles of Reciprocity and Data Exchange (PRDE) is a set of industry developed rules

supporting Australia’s consumer credit reporting system, with binding and enforceable
obligations on PRDE signatories.

Method of Reporting

Reciprocity model under the PRDE: The credit provider contributes information to the level of
detail it wishes to receive information from the Credit Reporting Body.

Classification of BNPL Products for Reporting Purposes

Formally classified and regulated as consumer credit under the National Consumer Credit
Protection Act from June 2025.

Display of Data

It is mandatory that data holders and accredited data recipients must notify consumers as soon
as practicable after their data has been disclosed.

Regulation of Scores

Credit report or rating must exclude financial hardship information from credit scoring
calculation and must state to the consumer that the information was not included.



Is it regulated? YES (as at 15 July 2026 the FCA will begin regulating BNPL)

Classification of BNPL:
* Regulating Deferred Payment Credit, often known as Buy Now Pay.

* DPC agreements will be regulated if the lender and the supplier of goods or
UNITED KINGDOM services are different businesses. If the DPC is provided by the same business,
this will not be regulated.

°* BNPL providers must be authorised by the FCA.

Regulatory entities:

* Financial Conduct Authority (FCA).
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CREDIT REPORTING

Data Reporting Framework

FCA has introduced more mandatory obligations, shaped by the UK General Data
Protection Regulation.

Method of Reporting

The FCA is implementing requirements for credit and mortgage firms to share
UNITED KINGDOM consumer credit information with all designated CRAs.

Classification of BNPL Products for Reporting Purposes

BNPL products provided by third party lenders are expected to become regulated
consumer credit agreements under FCA supervision from 15 July 2026.

Display of Data

Data controllers must ensure personal data is accurate, kept up to date and erased or
corrected without delay if found to be inaccurate.

* Regulation of Scores

Firms and CRA are permitted to use shared consumer credit information for activities
that promote responsible lending.




* Isitregulated? Depends — Federal vs State Law

Classification of BNPL:

* There is no comprehensive federal BNPL regulation in the United States;
however, Congress is looking into it.

* February 2026: “the most popular form of BNPL product is called "Pay in 4,"
where a consumer generally pays 25% of the total cost up front for a
purchase and makes the remaining three payments in equal two-week
increments. This product does not charge interest but may feature late fees

UNITED STATES or other fees.”

* State law example: The New York Buy Now Pay Later Act requires lenders not to
provide inaccurate data to credit reporting agencies.

* a “buy-now-pay-later loan” is defined to include any “closed-end credit
provided to a consumer with such consumer’s particular purchase of goods

and/or services” with limited exceptions for motor vehicles and certain credit
sales.

 definition covers “pay in 4” and similar programs most associated with BNPL,
its breadth arguably covers numerous credit transactions beyond that scope
and may catch financial institutions unaware.
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State snapshot:
* New York State
e (California

* Maryland

Regulatory entities:

* UNITED STATES

* Consumer Financial Protection Bureau (CFPB) — federal bodly.
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UNITED STATES

CREDIT REPORTING

Data Reporting Framework
The United States has adopted a bureau-led approach.

Method of Reporting

Bureau-driven and voluntary, however the CFPB finalised rules in October 2024
under section 1033 of the Dodd-Frank Act compelling banks to facilitate consumer
access to their financial data.

Classification of BNPL Products for Reporting Purposes

Major credit bureaus in the United States have developed dedicated BNPL reporting
frameworks, with large BNPL providers commencing the reporting of repayment
data from 2024 onwards.

Display of Data

BNPL data is not yet consistently displayed or incorporated into mainstream credit
scoring models, though large BNPL providers have commenced reporting repayment
data to major bureaus since 2024.

Regulation of Scores
CRAs restricted in sharing gathered data.
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OTHER INTERNATIONAL EXPERIENCES

* Singapore
* Monetary Authority of Singapore (MAS) / Buy Now, Pay Later (BNPL) Code of Conduct (2022).

* Do not need a specific license to offer BNPL services in Singapore.

e Credit information sharing

 PBrazil
 Central Bank

* license? Depends on business model - Operating as a Direct Credit Company (SCD) or Operating as
a Banking Correspondent (Corban).

* European Union

* EU’s revised Consumer Credit Directive (CCD Il) - most BNPL arrangements are classified as
regulated credit (business model specific) [local country update dealing - November 2025].

e PSD2vsPSD3
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https://singaporefintech.org/wp-content/uploads/2023/05/BNPL-CoC-Final-170822-Code.pdf
https://singaporefintech.org/wp-content/uploads/2023/05/BNPL-CoC-Final-170822-Code.pdf

LEARNINGS FROM INTERNATIONAL EXPERIENCE

* Timeline
* Regulatory Status — defined and scoped
* Areas of regulatory focus
* Licensing
e Credit reporting
» Affordability assessment / Credit worthiness
* Product structuring — debt limits, fee caps etc
* Dispute resolution
e Debt collection processes
e Advertising

* Exemptions
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JOHANNESBURG

90 Rivonia Road

Sandton

Johannesburg, 2196, South Africa
T+27 21 530 5000

CAPE TOWN

15t Floor, Convention Tower
Heerengracht, Foreshore
Cape Town, 8001, South Africa
T+27 21 431 7000
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