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Background and description of Buy Now, Pay Later
a. What s it?

1.
il

iii.

1v.

Vi.

vil.

Buy Now, Pay Later (“BNPL”) represent one of biggest and fastest changes
to consumer credit in decades.

Created in 2014/2015

“Buy now, pay later is the new version of the old layaway plan, but with
modern, faster twists where the consumer gets the product immediately but
gets the debt immediately too,” said CFPB Director Rohit Chopra.

Split purchases up to $2500 into four installments without interest

When shopping online, shopper gets offer to split payment up into four
installments; enters credit card information, BNPL company assesses
riskiness of lending shopper money and determines approval within
seconds; shopper receives email confirmation and offer to download BNPL
app so shopper can track remaining three biweekly payments, which are
automatically charged to their credit card; shopper will also receive from
the BNPL company promotions for brands that partner with the BNPL
provider so the shopper can use the service again. See The Buy Now, Pay
Later Juggernaut Is About to Be Tested, Bloomberg Businessweek (Jul. 27,
2022), at https://www.bloomberg.com/news/features/2022-07-28/klarna-
affirm-afterpay-face-scrutiny-over-credit-business.

Though traditionally online, some BNPL providers now have physical cards
to use in stores in person

BNPL was historically used by consumers for one-time purchases, such as
concert tickets or airplane tickets; however, over the last year, there has
been a significant increase in BNPL for every day, repeated expenses,
such as groceries and restaurant transactions; this is potentially pushing
younger people who are already overextended into deeper debt. See Red
flag: Consumers are using Buy Now, Pay Later to cover everyday
expenses, Alicia Wallace, CNN Business (Jul. 6, 2022), at
https://www.cnn.com/2022/07/06/economy/buy-now-pay-later-bnpl-
inflation-data/index.html.

b. What happens if you fall behind on payments?

1.
11.

iil.

iv.

Late fees from BNPL provider

If the transaction is linked to your bank account through a debit card, and
your account balance is running low, the auto-deduction might result in an
overdraft fee from your bank

If transaction is linked to your credit card and you don’t pay the balance in
full by the fourth month, you’ll end up paying interest indirectly

See The Buy Now, Pay Later Juggernaut Is About to Be Tested, Bloomberg
Businessweek.

¢. Merchants like BNPL

1.

1l

Credit cards increase sales, but come with a transaction fee (usually around
2%) that merchants have to pay

BNPL also comes with a transaction fee (around 6%), but the average
completed transactions is higher with BNPL than with credit cards, so it
results in higher sales
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iii. See The Buy Now, Pay Later Juggernaut Is About to Be Tested, Bloomberg
Businessweek.
Main vendors: Afterpay, Klarna, and Affirm
Number of people who have tried BNPL in US has risen 300% every year since
2018. See The Buy Now, Pay Later Juggernaut Is About to Be Tested, Bloomberg
Businessweek.

Consumer Financial Protection Bureau Opinion

a.

b.

~

Must regulate this trillion dollar industry sooner rather than later.

Limiting number of payment to four installments skirts the US Federal Truth in
Lending Act (TILA). TILA doesn’t apply to BNPL.

Less regulatory oversight, especially in US

Substantial percentage of transactions impact “sub-prime” consumers.

Targets merchants with increased sales to an otherwise untapped market.

i. Similar to how merchants in decades past used to offer “credit” at the point
of sale (e.g. equal payments over a limited period of time - especially
popular with Appliance retailers).

ii. Merchants bear costs to increase sales.

Many potential benefits for sophisticated “prime” consumers.
i. Many potential pit-falls for unsophisticated “sub-prime” consumers.
ii. Most users are younger and have either no credit or “bad credit”.

iii. Perception of majority of consumers: Either dislike or cannot obtain credit
cards, can avoid credit checks, can “avoid” credit card interest, or are
enabled to purchase items otherwise outside of their budgets.

COVID drove internet purchases of products and increased exposure to the BNPL
model.

BNPL also enables consumers to purchase clothing, household necessities and
other items.

Ease of use may entice consumers to live beyond their means.

Default rates are substantially higher than credit card default rates.

Bond market is heavily utilized to fund such loans —must consider adverse impact
of future defaults.

CFPB desires mandatory disclosure of fees and costs at point of sale, mandatory
reporting to credit bureaus, data privacy standards, dispute settlement procedures
and stress testing protocols.

i. In December 2021, CFPB ordered BNPL companies to submit information
about industry practices and risks

ii. CFPB likely to issue its first report on BNPL in Fall of 2022

iii. See Legislative Highlights, Am. Bankr. Inst. J., February 2022, at 10, 10—

55.

How to list in the schedules and SOFA

a.
b.
c.

Only need to list the debt if still owe money under the installment program
The asset you purchased would be listed on Sch A/B
How do you serve the BNPL providers?
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Will it be dischargeable?

a.

523 issues

Is the BNPL installment program an executory contract?

a. Obligations owing on both sides?

b. Assume or reject the BNPL installment program; positives and negatives of this
decision

c. Ifreject, will consumer be forced to return the item to the merchant? But it’s not
collateral...

d. Reaffirmation agreements with BNPL? But there’s no collateral...

Missing Collateral

a. The property is owned by the consumer and is not collateral for the BNPL lender

b. Once the consumer enters into the BNPL program, the consumer owns the product

and has it in their possession

Practice pointers:

a.
b.

Adbvise clients to wait until payment plan is complete before filing (if possible)
BNPL debt may not show up on credit report because of lack of regulatory
requirements; make sure to directly ask your clients whether they have participated
in this type of BNPL program
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lllustration: Charlotte Pollet for Bloomberg Businessweek
Businessweek | Feature

The Buy Now, Pay Later Juggernaut Is
About to Be Tested

Economic uncertainty, competition, regulators, and the usual consumer debt
problems are spoiling the fun.

By Esmé E Deprez, Evan Weinberger, and Jennifer Surane
July 27, 2022 at 11:01 PM CDT

For three days each week during the month of April in 2014, a seasoned product manager named Lulu
Young, an engineering manager named Paul Connolly, and a 24-year-old jewelry salesman named Nick
Molnar gathered in a bare, windowless conference room in Melbourne to hash out the features and
functionality of a financial product that existed only in Molnar’s head. The goal was to appeal to two
constituencies at once: online retailers, who were always eager to convert more virtual browsers into
actual shoppers; and consumers, some of whom didn’t have credit cards but, Molnar thought, might
still like a way to get their goods first and then pay for them over time.

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 115
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The product that emerged gave would-be users two options, both of them interest-free, which placed
them outside Australia’s credit regulations. The first was called Pay After Delivery, which let people
wait 30 days before handing over any money, not unlike using a credit card. The second option, Pay
Over Time, let people split their bill into four installments. It didn’t take long for Young and her
colleagues to agree on the structural details: They’d need to let people stretch payments over more
than 30 days, but “we didn’t think that a much longer period was necessary and looked at 60 days,”
she says. “Two payments made it too similar to the existing paradigm: payments roughly every
month. The mental gymnastics for four was straightforward—halve any number and halve that again.”

Afterpay’s Nick Molnar Photographer: Sonia Moskowitz Gordon/Zuma Press

They called the service Aff y. Later that year, shoppers at the jewelry website Molnar had started
with his brother and their jeweler parents were the first to encounter the two “new” ways to pay. A
hoped-for flood registered as little more than a trickle, and it didn’t take long to see that the Pay After
Delivery option wasn’t resonating much at all. The mood shifted when Princess Polly—a website that
today bills itself as “the ultimate global fashion destination for trendsetters who want the latest Insta-
ready, TikTok-approved, celeb-worthy looks” and whose young female clientele didn’t include many
holders of credit cards—experimented with the pay-in-four option in May 2015. The system sent Young
an email each time someone chose to pay in four. “The trickle of orders became a steady stream

almost overnight,” she says. “I quickly got rid of the alert.”

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 2/15
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Pay-in-four is now ubiquitous in Australia and fast approaching that status in the US and Europe,
accessible at the checkouts of hundreds of thousands of retailers online and off. It powered the
ascendance of Afterpay, which attracted investment from Chinese tech giant Tencent Holdings Ltd.
and the US investment firm Tiger Global Management LLC and made Molnar and his co-founder,

". bought the company in January for

Anthony Eisen, billionaires. (Digital payment company Bl
$29 billion, making it the most valuable acquisition in Australian history.) The model has become the
flagship product of “buy now, pay later” companies. Lauded as a much-needed alternative (and
threat) to credit cards and predatory lenders and criticized as a gateway drug to debt for the young
and inexperienced, BNPL represents one of the biggest and fastest changes to consumer credit in
decades. In the US it took root in 2018 as a way to buy clothing, cosmetics, and other discretionary
items and exploded in popularity amid the pandemic. You can buy now and pay later for just about
anything, including aspirational big-ticket items, like Pelotons and designer couches; trifling and small
things, like socks and underwear; and dire necessities, like groceries and gas. There are even small
BNPL companies that will help you buy a gun.

vt Wy wWav to aed ) “ — ;.’f /A

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business

219



220

ABI/UMKC MIDWESTERN BANKRUPTCY INSTITUTE 2022

8/30/22, 2:53 PM Klarna, Affirm, Afterpay Face Scrutiny Over Credit Business - Bloomberg

i = ; j 4 Dt WY WY W\ "-'-z-,_\}h. ™ ‘.-' \ r',lf--’:_.- = -
into money trouble \b\kj“) b oA T O

Featured in Bloomberg Businessweek, Aug. 1, 2022. Subscribe now. lllustration: Charlotte Pollet for Bloomberg
Businessweek

Companies such as Afterpay and its main competitors, Klarna and Affirm, often attribute their
phenomenal growth to widespread distrust and dislike of credit cards, particularly among the under-
40 set. Never mind that this doesn’t comport with the data (a September study by TransUnion showed
that BNPL users possess more credit cards than the general “credit-active” population), the narrative
has been repeated so many times it’s become practically gospel. But a deeper look into the pay-in-four
model suggests some less facile explanations.

The first relates to a kind of regulatory arbitrage, in which pay-in-four products bypass consumer
protections designed to prevent people from getting screwed or screwing themselves. Particularly in
the US, BNPL companies haven’t been subject to much of the regulatory oversight normally applicable
to entities extending credit. Take the Truth in Lending Act, a landmark law enacted in 1968 and
amended many times since, which requires extensive disclosures for unsecured consumer loans split
into payments of five or more. That law doesn’t touch pay-in-four.

The second explanation has to do with how pay-in-four taps into human psychology and consumer
behavior. It satisfies what behavioraleconomists call our present bias, which drives the desire for
instant gratification. It also exploits the fact that unexpected losses almost always exceed unexpected
gains: Humans tend to discount the probability of bad things happening in the future (we’ll lose our
job or the car will need repair, making it hard to repay) and overestimate the probability of good
things to come (we’ll be able to work overtime next week so it’ll be easy to repay). And because we are
much less sensitive to the pain of a price tag if individual chunks feel affordable (parting with, say, 25
of our hard-earned dollars today, then three more times in the near future, hurts less than parting
with $100 all at once) we are more willing to spend more in the aggregate. That in turn explains why

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 4/15
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merchants love pay-in-four. But even as the industry has grown spectacularly—the number of people
who’ve tried the services in the U.S. has climbed 300% every year since 2018—nearly everything about
the business environment has recently turned more serious and challenging.

There is a correlation between boredom, browsing the internet
on your phone while lying in bed, and spontaneous shopping
sprees—so maybe it was no wonder that the BNPL industry

took off as the pandemic dragged on

Shop online, and you’re bound to encounter offers from Afterpay, Klarna, or Affirm to let you split
purchases up to $2,500 into four installments. You enter the usual information, concluding with a
credit card, debit card, or bank account number to pay one-quarter of the total price upfront. The
companies then use proprietary predictive models to assess the riskiness of lending you money to
complete the transaction. Requests get approved within seconds. An email confirmation invites you to
download the company’s phone app. The app allows you to track the remaining three biweekly
payments, which can be automatically charged to the card or account entered at checkout. It also
functions as something more clever: an online shopping mall, where you can browse the wares of
brands that have formed partnerships to accept that BNPL provider as a form of payment. Copious
eyeballs, dollars, and data flow as a result.

The arrangement is like layaway, but in reverse. Make your payments on time, and the pay-in-four
model is all upside: You’ve borrowed money free of any interest. But fall behind on your payments,
and you might get hit with late fees from the BNPL provider. If your account balance is running low,
the auto-deduction might trigger an overdraft fee from your bank. If you use a credit card and don’t
pay off the balance in full, you’ll end up paying interest indirectly. BNPL companies slam the evils of
credit cards but accept them as a way for users to pay on their platforms.

Merchants benefit from accepting credit cards—and paying a transaction fee averaging 2%—because
doing so increases sales. BNPL one-ups the incentive: Merchants pay an even higher fee—up to 6% for
pay-in-four—but are rewarded with more completed transactions (less “cart abandonment,” in
industry parlance) and even higher sales. These fees from merchants make up the single biggest
source of revenue for many BNPL companies, a fact they cite as proof that their interests, unlike the
interests of credit card issuers, align with those of customers. Card issuers, by contrast, earn the vast
majority of their revenue from fees and interest heaped onto users who don’t pay off balances in full
and on time.

V r ?
y QO P

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 5/15
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lllustration: Charlotte Pollet for Bloomberg Businessweek

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 6/15
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There is research showing a correlation between boredom, browsing the internet on your phone while
lying in bed, and spontaneous shopping sprees—so maybe it was no wonder that the BNPL industry
took off as the pandemic dragged on, making hay and minting billionaires. Consumer advocates
watched with concern: What exactly was BNPL, anyway? The companies operating under the moniker
offered significantly different services. Afterpay stuck to interest-free pay-in-four and, like Klarna,
charged late fees. Affirm and Klarna did pay-in-four but also issued interest-bearing long-term
installment loans. The lack of uniformity could be confusing. And it wasn’t clear what laws or
consumer protections applied. Congress had passed the Credit Card Accountability Responsibility and
Disclosure Act of 2009 to make it harder for credit card companies to market to young people and risk
saddling them with debt, and here were BNPL companies, unbeholden to the law and appearing to do
just that.

Was pay-in-four even credit? New services can be hard to categorize, and, just as deferred-
presentment providers (aka payday lenders) did back in the 1990s, BNPL companies took semantic
liberties. Afterpay referred to itself as a “budgeting tool.” Klarna called itself a “global payments and
shopping service.” As time passed, people called their bluff. “If I spend your money now, and then I
pay you back with my money later, common sense would dictate that I am borrowing from you and
that you are lending to me,” Ritchie Torres, a Democrat representing the South Bronx who’s on the
House Committee on Financial Services, said at a November hearing on BNPL. Regulators in California
and Massachusetts have accused BNPL providers of offering illegal loans and forced them to register as
licensed lenders.

The Consumer Financial Protection Bureau took the first step toward bringing BNPL products under
its regulatory umbrella in December, when it ordered companies to submit information about
industry practices and risks. The CFPB’s very creation was predicated on the need to oversee the
surging, loophole-enabled popularity of innovations like BNPL loans, says Robert Lawless, a professor
and expert on bankruptcy and consumer finance at the University of Illinois’s College of Law.
“Financial regulation is a game of whack-a-mole,” Lawless says. “There’s always going to be some new
device or transaction that the existing statutes don’t cover, so we need a regulatory agency to track
these things, because Congress—even a functioning one—can’t keep up.”

Why didn’t the CFPB act sooner? The rise of BNPL coincided with the era of Donald Trump, whose
administration was explicitly hostile to the agency and its mission. As a congressman, Mick Mulvaney,
Trump’s first CFPB acting director, had sponsored legislation to abolish the agency, which he called “a
joke” in a “sick, sad way.” His successor, Kathy Kraninger, who had no prior financial regulation or
consumer protection experience, tried during her tenure to make it easier for payday lenders to loan
to people who couldn’t afford to repay. The lag may have also been driven by data: The CFPB uses
consumer complaints to help guide where to use its limited time and resources, and the number of
BNPL-related complaints didn’t explode until 2021. This year complaints are on pace to blow past last
year’s total of 547. The most common ones concern incorrect information on credit reports and
attempts to collect debt that isn’t owed.

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 7115
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Complaints Against Leading BNPL Companies

Consumer complaints filed to the Consumer Financial Protection Bureau
O Affirm O Klarna [ Sezzle [ Afterpay

2018 I

2019 I

2020 .
| | | | |

2022

0 100 200 300 400 500 600

Source: Consumer Financial Protection Bureau
As of July 26, 2022.

In an interview, Rohit Chopra, appointed by Joe Biden to lead the CFPB, is clear-eyed about the
benefits and risks of BNPL. Enabling people to overextend themselves, he says, has “led many people
to believe that what they thought was affordable or what they thought was free was not.”

Chopra issued the request for information on BNPL companies two months after assuming office and
says he expects the agency to issue its initial report on the industry this fall. The CFPB could
eventually require companies to abide by consumer protection laws that don’t now apply. It could
subject the biggest players to regular examinations. Beyond rulemaking, which can take years, the
bureau can issue best practices and fines for noncompliance. The industry may complain that this is
regulation by enforcement, but it’s where the CFPB can move the fastest.

Opinion is divided on whether increased regulation could curb the BNPL industry’s growth. Juniper
Research suggests that regulatory changes will merely place it “on a more secure footing.” Investors,
however, have grown increasingly worried about the viability of companies reliant on lending to
mostly younger, often subprime consumers, particularly if there’s a recession. The shares of Affirm
and Block, Afterpay’s parent, have lost more than 55% of their value since the start of the year. That’s
made it harder for Klarna, which is private, to raise capital: Its July funding round slashed its value to
just under $7 billion, from $46 billion in mid-2021.

Losses, meanwhile, have grown. In the first three months of the year, Block’s more than quadrupled
compared to the same period a year earlier, to $91 million, driven primarily by delinquency on
Afterpay loans. In that same quarter, Klarna said credit losses jumped 51%, to 1.19 billion Swedish
krona ($115 million) because of its expansion in the US, France, and elsewhere. At Affirm, charge-offs

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 8/15
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jumped 362%, to $67.2 million. (Lenders charge off a loan they’ve decided a consumer isn’t going to
repay, refer it to a debt collector, and record it as a loss on their books.)

Competition has also increased, with some two dozen BNPL-branded companies now operating in the
US, according to the Federal Reserve Bank of Kansas City. In June, Apple Inc. announced it will
introduce a pay-in-four option called Apple Pay Later. PayPal Holdings Inc. inaugurated its version in
August 2020. A race to the bottom has begun, as companies offer ever-lower merchant fees to gain
market share. “Lenders will need to find other sources of revenue to maintain growth and
profitability,” the CFPB said in December.

Because it’s new, BNPL hasn’t been tested during a meaningful economic downturn. With inflation
high, money doesn’t go as far—which suggests demand for BNPL could rise, as it did for traditional
layaway during the Great Recession. But if people curb spending altogether, usage could dip. The
number of people unable to repay their loans could climb. The industry is in the early stages of a
defining test.

In early 2018, four years after its initial crew gathered in Melbourne, Afterpay exported its pay-in-four
model to the US. Klarna and Affirm already existed, but neither offered a pay-in-four service yet.
Klarna, which began as a payments processor in Stockholm in 2005, is now the biggest BNPL provider
by sales volume, according to Bloomberg Intelligence, with 400,000 merchant partners and 150
million active users in 20 countries.

Affirm, based in San Francisco, started out 10 years ago offering long-term installment loans. It earns a
significant chunk of revenue from interest on them, albeit in a way it bills as more transparent than a
credit card. Affirm doesn’t charge late fees, but it cuts you off from the platform if you don’t pay. Max
Levchin, the chief executive officer, founded the company with Palantir Technologies Inc. co-founder
Nathan Gettings and two others after co-founding PayPal with Peter Thiel and Elon Musk. Levchin is
particularly outspoken about what he sees as the potential for pay-in-four and other BNPL installment
plans to usher in a new era of consumer finance. They’re tools in the service of his bigger vision:
“reinventing lending” by “revolutionizing” the credit scoring system.

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 9/15
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Max Levchin of Affirm Photographer: Andrew H. Walker/Shutterstock

It’s hard to be a fully functioning member of the economy, and thus society, without access to credit.
For decades, credit reporting companies Experian, Equifax, and TransUnion have functioned as
gatekeepers—central repositories for data about the income, assets, payment history, and outstanding
debt of American consumers. When you apply for a credit card or a loan, lenders use that data to help
determine your creditworthiness, or how big a risk you pose to lend money to.

This traditional system has long been reviled. Data show almost 106 million Americans are considered
“credit invisible,” “unscorable,” or subprime and below. Poor people, people of color, immigrants, and
young people disproportionately fall into those categories and get cut off from traditional banking and
the advantages it can bring. Black and Latino people tend to have lower credit scores. Therein lies the
potential for fintech innovation to mitigate racial, financial, health, and wealth gaps, Kristen Broady, at
the time a fellow at the Brookings Institution, said at the BNPL hearing in November. “Through
technology and automation, they can reduce costs and prices, speed up delivery, and increase
convenience for underserved populations,” she said.

BNPL companies speak in the language we’ve come to expect from Silicon Valley: The legacy credit
system is broken and unfair; what they’re creating to replace it will make the world a better place.
Speaking from his home office, Levchin describes his inspiration to create an alternative. He came to

https://www.bloomberg.com/news/features/2022-07-28/klarna-affirm-afterpay-face-scrutiny-over-credit-business 10/15
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the US from Kyiv as a teenager and tanked his credit score in his penniless youth. It took years for it to
rebound. “This is a personal conviction based on direct experience,” he says. “The system was ripe for
fixing when I experienced my road bumps all those years ago, and I don’t think it’s changed all that
much.”

That’s where the algorithms come in. Instead of running a one-time assessment on the
creditworthiness of an individual borrower, as credit card issuers do before they issue a card, BNPL
companies assess the risk of each individual transaction. Making every transaction “an explicit
borrowing event,” Levchin has said, protects companies from excessive risk and borrowers from
overextending themselves. And it qualifies a lot more people for loans.

Take a $5,000 line of credit: A traditional lender must factor in a borrower’s income, expenses, and
obligations. It uses credit scores to predict the likelihood that the borrower will pay 90 days late (or
more) over the next 24 months. Contrast that with a $500 loan for headphones. The BNPL provider
receives a relatively hefty 25% down payment (the first of the four payments) upfront, and need only
estimate the likelihood of default on the remaining balance over the next six weeks. The smaller-dollar
nature and shorter repayment window add up to lower risk.

The precise components fed into the algorithms aren’t disclosed. Afterpay’s models include
“hundreds of internal and external data variables and features,” says spokeswoman Amanda Pires,
declining to give more details. Affirm’s “proprietary technology that we’ve been developing for a
decade” uses “proprietary data we’ve been building up for nearly as long,” Levchin has said. “Our
process involves looking at credit report data, but could also involve some Affirm-specific stuff, like
what we know about the merchant and the thing they are about to sell you.”

The resulting loans get branded by BNPL companies as tools of empowerment and freedom. Users
skew young—so less financially experienced and savvy, by definition—and female, many with low to
moderate incomes. BNPL, the companies say, transforms them into responsible customers shielded
from predatory lenders—and advances, loan by loan, the cause of financial inclusion.

The industry has faced accusations that it emotionally manipulates users and glamorizes debt, using
social media influencers to drive adoption and marketing slogans such as this one from 2018: “Broke
AF but strongly support treating yourself? Afterpay is now instore.” Using pay-in-four for groceries and
other everyday essentials suggests economic precariousness, says Andrew Kushner, policy counsel at
the Center for Responsible Lending in Oakland, Calif. That, he says, reinforces the need for stronger
protections, “so it’s not going to cause more harm down the line.”
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The companies say their built-in protections enforce responsibility. They do such things as cap late
fees at 25% of the purchase price or start you with a low ceiling of $100 before increasing your limit
after you’ve demonstrated your ability to pay on time. But plenty of people truly don’t have the
wherewithal to take on debt, and BNPL offers the chance to do it anyway. The companies have been
sued by consumers who got hit with bank overdraft fees they didn’t expect. A recent study by
economist Amy Crews Cutts showed 17% of BNPL borrowers used the service after maxing out their
credit card, and almost half made purchases they acknowledged they couldn’t otherwise afford. In a
survey of more than 1,000 users, one-third told Credit Karma they’d fallen behind on payments.

Whether disdain for credit card issuers runs as high as the BNPL industry claims, consumers have
developed certain expectations about paying with credit. One is that they will boost their credit score
by paying bills on time. Historically, though, BNPL providers haven’t consistently reported the
existence of a pay-in-four loan or the borrower’s payment history to the credit reporting companies.
That will change; BNPL providers are working with the credit reporting companies to develop a
system to do this. But as the CFPB has warned, this lack of reporting has prevented lenders of all sorts
from seeing how much a prospective borrower may already owe others. That can result in a practice
called loan stacking—borrowers carrying loans with multiple providers at a time. It’s the result of a
system that, if not set up to create problems, doesn’t do enough to prevent them.

Chemareéa Biggs, who moved to New York last summer to make it as an artist, is living with the fallout
from her own loan stacking. After graduating from the University of Texas at Austin, Biggs rented an
apartment in Brooklyn, got a job at a museum, and took on freelance graphic design and teaching
work. She’s since lost multiple jobs because of the pandemic, fallen into a debt trap she doesn’t know
how to climb out of, had her checking account closed because of repeated overdrafts, and seen her
credit score drop by some 200 points. She traces her troubles to a pair of plane tickets, totaling $607,
she purchased on pay-in-four plans through Affirm in October and November 2021. “I missed one
payment,” she says, “and that’s when things started to go to shit.”

Biggs had found the offer through Alternative Airlines, a travel website advertising various BNPL
options. She then took on a series of loans from a more obscure BNPL provider called Uplift, as well as
nontraditional online lenders such as Spotloan, which charges interest rates as high as 490%, to cover
rent. She now owes a total of $2,588 to four companies. That doesn’t include the $455 Affirm and
Uplift have charged off as losses. The experience has revealed how hard it is to keep track of a crazy
quilt of multiple loans coming due at different times, Biggs says, and how in the dark she was about
the potential risks. “The advertising on these things,” she says, “it almost makes spending look like a
game.”

BNPL companies don’t force you to buy things, of course, but they do lower the barriers. A survey by
the Federal Reserve Bank of Philadelphia found that contrary to popular belief, convenience, not lack
of credit access, was the primary reason people chose BNPL as a payment option. Sebastian
Siemiatkowski, co-founder and CEO of Klarna, told Sifted, an offshoot publication of the Financial
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Times, that he’s questioned internally whether BNPL loans make borrowing too easy. “When it comes
to money, friction isn’t a bad thing,” says Alistair Newton, a banking analyst at Gartner Inc. in London.
“Sometimes a bit of friction in a payment is good.”

Klarna’s Sebastian Siemiatkowski Photographer: Supantha Mukherjee/Reuters

Sometimes there’s friction between customers and merchants. The Fair Credit Billing Act guarantees
credit card users the right to file complaints about overpayments and billing disputes and requires
card companies to investigate and refund any unjustified charges. There is no such framework for
BNPL. Because the companies depend so heavily on revenue from merchants, there may be a financial
incentive to keep them happy at the expense of customers.

Thomas Leavitt, a 58-year-old retired bartender, learned that the hard way. In 2018 he shopped online
for a ring for his wife. He found one he liked from a Los Angeles jeweler, and when he put it in his cart
an offer appeared from Affirm: He could pay the $2,200 bill in 12 installments, at an interest rate he
could live with. His home is in South Berwick, Maine, and “money doesn’t grow on trees up here,” he
says. He clicked the buy button.

When the package from the jeweler showed up at his door, he says, it wasn’t the 1.27-carat cushion-cut
diamond he’d chosen. “It looked like a Cracker Jack ring you wouldn’t pay 10¢ for,” he says. He sent
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the ring back and complained to Affirm. “Affirm only provides the funds for you for your purchase and
nothing else,” a customer care representative wrote in a Jan. 25, 2019, email. “We do not deal with
items, order, or merchant questions. You will have to contact the merchant directly.” The jeweler told
him it never received the package. He emailed Affirm a picture of the FedEx receipt confirming the
return was made. A different customer care representative wrote back, saying Affirm “ruled in favor”
of the merchant “because the return was not made in accordance with the merchant’s policy.”

Leavitt refused to pay and Affirm charged off his loan in May 2019. He says it’s caused his credit score
to drop 100 points, harming his ability to buy a house, and even blames the stress of the whole
charade for helping to cause a stroke that’s left him unable to work. Matt Gross, a spokesman for
Affirm, says the company temporarily pauses payments while it investigates disputes. “We want every
consumer to have a positive experience with Affirm,” he says, “including when they bought the wrong
item.”

Of course, merchants have been exploiting irrational consumer behavior forever. Lawless, the
University of Illinois professor, and two colleagues conducted experiments a few years ago that
showed the fiscal ramifications of humans being hardwired to avoid intense moments of displeasure.
The “hedonics of debt-i.e., the prospective pain associated with debt” can lead people to make credit-
related decisions that work against their economic interests. “As long as monthly payments are
affordable,” Lawless and his co-authors, Dov Cohen and Faith Shin, wrote in a paper summarizing
their findings, “prices can be increased because consumers are willing to make payments for a long,
long time.” The paper refers to a seminal study on colonoscopies, which found that the duration of
pain matters less than how painful something is at its peak and how painfully it ends. As Cohen puts it:
“What holds for colonoscopies also holds for credit.”

Youth fades; we all have to get colonoscopies eventually. Even if a short pay-in-four plan or a longer
installment loan doesn’t feel relevant today, BNPL providers see a future in which you’ll be a customer
soon enough. Klarna and Affirm in particular have ambitions to enmesh themselves further into our
fiscal lives. Klarna has a banking license in Sweden (though Siemiatkowski says in his Twitter bio that
he’s “Trying my best to be the nightmare of the bank establishment worldwide!”) and offers savings
accounts to people across Europe. A recent “innovation” is an option called Pay Now, which involves,
as the name suggests, no credit at all. You just pay now. Affirm offers savings accounts backed by the
Federal Deposit Insurance Corp. that accrue interest and from which users will soon be able to buy
and sell crypto.

Born on the internet, the BNPL industry may see its future growth come from a far bigger market:
people buying things in person in actual real life. Klarna now offers a physical plastic card, allowing
you to pay-in-four not just via merchants with whom it has partnered but for whatever, wherever
you’d like. Affirm has a card that can act like a normal debit card or enable you to split payments into
four interest-free installments. Levchin has described himself as particularly enthralled that people
are using it heavily at Walmart to buy groceries, suggesting it’s “top of wallet.”
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Asked if he believes an impending recession will temporarily curb BNPL use or cause it to spike,
Levchin demurs. “But I'm pretty confident that three years from now there’ll be a lot more buy now,
pay later in the US than there is right now,” he says. His vision involves you using Affirm to buy
everything, causing you to abandon credit cards altogether. “I’'m extremely biased, and I’'m sort of
drinking my own Kool-Aid and trying to sell it at the same time here, but I do see the demand for this
credit-card-alternative payment modality just rising among young people, among people who are fed
up with the sort of ‘fine print is my business model’ approach that traditional banks have,” he says. “I
don’t take it for granted that everybody has to believe in it. But as an entrepreneur it’s my job to
believe that my future is the best one.”

It’s hard to argue against the world BNPL companies say they’re creating—one in which finance is
friendlier, transactions simpler, terms more transparent. In the broader movement to add a certain
aesthetic to lending, with vibe-y names, better-looking websites, smartphone apps, and a boatload of
marketing, there’s something powerful in rebranding credit and debt as more palatable. It’s just that
for the spenders, the risks and responsibility remain the same. —With Jason Grotto
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*10 LEGISLATIVE HIGHLIGHTS

Supreme Court to Resolve Circuit Split on the 2018 Increase in U.S. Trustee Fees

The U.S. Supreme Court agreed to resolve a circuit split and decide whether the increase in fees payable to the U.S. Trustee
system in 2018 violated the uniformity aspect of the Bankruptcy Clause of the Constitution because it was not immediately
applicable in the two states that have Bankruptcy Administrators rather than U.S. Trustees (see Siegel v. Fitzgerald, 21-441
(Sup. Ct.) (cert. granted Jan. 10, 2022)). The Court granted the petition for certiorari filed by the liquidating trustee of Circuit
City Stores Inc. The Circuit City trustee will be asking the justices to overturn the decision by the Fourth Circuit that found

no constitutional violation (see FSiegel v. Fitzgerald (In re Circuit City Stores Inc.), 996 F.3d 156 (4th Cir. April 29, 2021)).
The chances of a grant of certiorari increased immeasurably in December when the U.S. Solicitor General urged the justices
to resolve the circuit split. The government believes there was no constitutional infirmity.

In addition to the Fourth Circuit, the Fifth Circuit saw no lack of constitutional uniformity, even though chapter 11 debtors in

two states were paying less for a time (see FHobbs v. Buffets LLC (In re Buffets LLC), 979 F.3d 366 (5th Cir. Nov. 3, 2020)).
The Supreme Court's oral argument in Siegel v. Fitzgerald has yet to be scheduled but will likely occur in April, allowing the
justices to issue a decision before the term ends in late June.

For more information on the case, please visit ABI's Supreme Court page in the ABI Newsroom at abi.org/newsroom/supreme-
court-opinions/all. For in-depth analysis of this case and others before the Supreme Court, please visit ABI's Rochelle's Daily
Wire at abi.org/daily-wire/court/13817.

Despite Senate Passage of Bill, Certain COVID Bankruptcy Relief Provisions Expire

On Dec. 17, Senate Judiciary Chair Richard Durbin (D-I11.) introduced and Senate Judiciary Ranking Member Charles Grassley
(R-Iowa) co-sponsored S. 3437, the “COVID-19 Bankruptcy Relief Extension Consolidation Act of 2021,” to extend various
bankruptcy provisions that were due to expire on Dec. 27 under the Consolidated Appropriations Act (CAA), 2021 (P.L.
116-260; 124 Stat. 3216). The legislation aimed to amend § 1001 of division FF of the CAA by striking “the date that is 1 year
after the date of enactment of this Act” each place the term appears and inserting “March 27, 2022.” The extension aimed to
cover provisions of the CAA related to:

* property of the estate;
* discharge;

* protection against discriminatory treatment;
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* CARES Act forbearance claims;

+ modification of plan after confirmation;

* termination of utility services; and

* customs duties.

The extension looked to align the sunset date of these provisions with March 27, 2022, expiration date of the enhanced $7.5
million eligibility cap for election of subchapter V under the SBRA that was passed with the CARES Act and renewed last
year, and the CARES Act provisions that deal with COVID-related payments being excluded from current monthly income
and disposable income, and chapter 13 plan extensions based on a COVID-19 hardship. While the Senate passed the bill via a
voice vote, the House was not able to act on the extensions within S. 3437 prior to their expiration. Prospects for congressional
consideration is likely for these provisions and the subchapter V eligibility limit prior to the March 27 sunset.

“Buy Now, Pay Later” Credit Draws Scrutiny of Congress and CFPB

Legislators and regulators in Washington, D.C., are increasing scrutiny of the growing trend of “buy now, pay later” (BNPL)
credit to ensure that there are adequate protections for consumers. According to a Consumer Financial Protection Bureau
press release, BNPL is a type of deferred payment option that generally allows the consumer to split a purchase into smaller
installments, typically four or less, often with a down payment of 25 percent due at checkout. The application process is quick,
involving relatively little information from the consumer, and the product often comes with no interest. Lenders have touted
BNPL as a safer alternative to credit card debt, along with its ability to serve consumers with scant or subprime credit histories.

Legislators on the House Financial Services Committee's Task Force on Financial Technology took a look at the issues
surrounding BNPL credit at a hearing on Nov. 2, 2021, titled, “Buy Now, Pay More Later? Investigating Risks and Benefits

of BNPL and Other Emerging Fintech Cash Flow Products.” | The chair of the task force, Rep. Stephen Lynch (D-Mass.),
observed in his opening statement that BNPL options are widespread with online retailers and that the customer base for BNPL
products has grown exponentially during the pandemic, as the products are aimed at younger generations who might not yet
qualify for traditional lines of credit. “While companies and proponents can argue that these products can be beneficial because
they allow consumer flexibility and are cheaper alternatives to credit cards, consumer advocates and research groups have raised
concerns over the risks of consumer overextending their finances and taking on unsustainable levels of debt,” Rep. Lynch said
in summarizing the issues to be examined at the hearing.

On Dec. 16,2021, the CFPB issued a series of orders % tofive companies offering BNPL credit. The orders to collect information
on the risks and benefits of these fast-growing *S5 loans went to Affirm, Afterpay, Klarna, PayPal and Zip. The CFPB said
that it was concerned about accumulating debt, regulatory arbitrage and data-harvesting in a consumer credit market already
quickly changing with technology.

“Buy now, pay later is the new version of the old layaway plan, but with modern, faster twists where the consumer gets the
product immediately but gets the debt immediately too,” said CFPB Director Rohit Chopra. “We have ordered Affirm, Afterpay,
Klarna, PayPal, and Zip to submit information so that we can report to the public about industry practices and risks.”

As part of its inquiry, the CFPB is working with its international partners in Australia, Sweden, Germany and the U.K.,
specifically the Financial Conduct Authority. The CFPB will also be coordinating with the rest of the Federal Reserve System,
as well as its state partners.
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American Banker reported3 that Equifax will soon add a business industry code for BNPL transactions to allow such
transactions to appear on credit reports. It also reported that TransUnion is working on its own BNPL credit-reporting service.
As BNPL credit availability and scrutiny will likely to continue to draw further regulatory and legislative proposals in the
coming year, be sure to stay on top of the developments via ABI's Headlines at abi.org/newsroom/headlines.

Footnotes

“Buy Now, Pay More Later? Investigating Risks and Benefits of BNPL and Other Emerging Fintech Cash Flow
Products,” House Financial Services Task Force on Financial Technology Hearing (Nov. 2, 2021), available at
financialservices.house.gov/events/eventsingle.aspx?EventID=408594 (unless otherwise specified, all links in this
article were last visited on Jan. 12, 2022).

2 “Consumer Financial Protection Bureau Opens Inquiry into ‘Buy Now, Pay Later’ Credit,” CFPB Press Release (Dec.
16,2021), available at consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-opens-inquiry-
into-buy-now-pay-later-credit.

3

John Adams, “Experian, TransUnion Bringing Buy Now/Pay Later Loans into Credit Reports,” Am. Banker (Jan. 5,
2022), available at americanbanker.com/payments/news/experian-transunion-bringing-buy-now-pay-later-loans-into-
credit-reports.
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Our public inquiry on buy now, pay later

By Ashwin Vasan - JAN 12, 2022

Several weeks ago, we issued a market-monitoring inquiry into “buy now, pay
later” (BNPL) products and business practices. Now we are inviting anyone
interested in this market to submit comments -- including families, small
businesses, and international regulators.

Use of BNPL has seen astronomical growth. Companies like Affirm, Afterpay,
Klarna, PayPal, and Zip (formerly Quadpay) have become almost ubiquitous in
the retail market since the pandemic. This past holiday season, usage spiked
even higher, especially among young people. Some analysts have suggested
that BNPL has rerouted big holiday shopping money away from the credit card
companies towards these companies, putting an enormous amount of
consumer debt on their books.

People encounter BNPL credit at the point of sale either online or at traditional
retail stores. The loans are presented as a type of deferred payment option that
generally allows someone to split a purchase into smaller installment
payments, often with a down payment of 25 percent. The application process
is quick, involving relatively little information from the buyer, and the buyer
usually pays no interest.

For the buyer, it may seem like they are getting something for nothing. And it
can be appealing because not only is it convenient but instead of an upfront
cost of $100, they pay $25. But we are concerned there may be some systemic,
underlying problems, particularly around accumulating debt, regulatory

arbitrage, and data harvesting (cfpb.gov/about-us/newsroom/consumer-financ

ial-protection-bureau-opens-inquiry-into-buy-now-pay-later-credit/) in a
consumer credit market already quickly changing with technology. For some
people, BNPL could look like a standard payment method when they are really
taking on a new form of debt.

While BNPL has caught the eye of many investors, including big tech
companies and significant venture capitalists, it has also caught the eye of
fellow regulators around the world, including ones in Ireland, Germany, and
the EU. Sweden already has a BNPL law that requires merchants to first present
consumer options that do not contribute to debt. Last year, Her Majesty's

https://www.consumerfinance.gov/about-us/blog/our-public-inquiry-buy-now-pay-later/ 1/4
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Treasury & (https://www.gov.uk/government/consultations/regulation-of-buy-n
ow-pay-later-consultation) in the United Kingdom signaled plans for greater
regulation. And in late October, the Reserve Bank of Australia & (https://www.r
ba.gov.au/media-releases/2021/mr-21-23.html) said that BNPL firms will no
longer be able to bar merchants from passing on surcharges for their services.

In the U.S., Congress has tasked us with ensuring that markets for consumer
financial products and services are fair, transparent, and competitive. To that
end, it has authorized us to require participants in the marketplace to provide
information that helps us monitor risks to consumers and to publish
aggregated findings that are in the public interest. The orders issued on
December 16 required five different buy now, pay later lenders to provide
information on the risks and benefits of their products.

We are looking forward to the companies providing data. But to broaden the
discussion even further, today we are inviting the public to comment on this
market. We want to know:

= What is the buyer experience with BNPL?
= What are the benefits and risks?
= What is the merchant experience?

= What perspectives do regulators and attorneys general have with respect to
BNPL products?

= Are there ways in which the BNPL market can be improved?

The feedback we receive will help us better understand how people interact
with these providers, and how the providers’ business models impact the
broader e-commerce and consumer credit marketplaces.

We encourage all interested parties to participate and submit comments
through Federal Register.

Read the Notice and Request for Comment Regarding the CFPB's Inquiry into
Buy-Now-Pay-Later (BNPL) Providers [ (https://files.consumerfinance.gov/f/do
cuments/cfpb_bnpl-1022c4_request-for-comment_2022-01.pdf).

Submit comments through the Federal Register. & (https://www.federalregiste
r.gov/documents/2022/01/24/2022-01278/notice-and-request-for-comment-r
egarding-the-cfpbs-inquiry-into-buy-now-pay-later-bnpl-providers)

Read What is a Buy Now, Pay Later Loan? (cfpb.gov/askcfpb/2119)

You can submit a complaint about a specific BNPL company. (https://www.con
sumerfinance.gov/complaint/)

https://www.consumerfinance.gov/about-us/blog/our-public-inquiry-buy-now-pay-later/ 2/4
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Watch the video at
https://www.youtube.com/watch?
v=LbNp05_YJNk

FURTHER READING

8 Blog

Credit disputes: getting a clear statement of results from your furnisher (cfpb.gov/about-us/blog/
credit-disputes-getting-a-clear-statement-of-results-from-your-furnisher/)

MAY 26, 2022

Know your rights and protections when it comes to medical bills and collections (cfpb.gov/about
-us/blog/know-your-rights-and-protections-when-it-comes-to-medical-bills-and-collections/)

APR 11, 2022

Conozca sus derechos y protecciones en relacién a las facturas médicas y los cobros (cfpb.gov/a
bout-us/blog/know-your-rights-and-protections-when-it-comes-to-medical-bills-and-collections-e
s/)

APR 11, 2022

Newsroom

CFPB Publishes Analysis of Potential Impacts of Medical Debt Credit Reporting Changes (cfpb.go
v/about-us/newsroom/cfpb-publishes-analysis-of-potential-impacts-of-medical-debt-credit-report
ing-changes/)

JUL 27, 2022

CFPB Orders Hyundai to Pay $19 Million for Widespread Credit Reporting Failures (cfpb.gov/abo
ut-us/newsroom/cfpb-orders-hyundai-to-pay-19-million-for-widespread-credit-reporting-failures/)

JUL 26, 2022

Director Chopra’s Prepared Remarks to the Financial Literacy and Education Commission (cfpb.g
ov/about-us/newsroom/director-chopras-prepared-remarks-to-the-financial-literacy-and-educatio
n-commission/)

JUL 14, 2022

https://www.consumerfinance.gov/about-us/blog/our-public-inquiry-buy-now-pay-later/ 3/4
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Events

Public Service Loan Forgiveness Demystified (cfpb.gov/about-us/events/archive-past-events/publ
ic-service-loan-forgiveness-demystified-2/)

NOV 12, 2021

Public Service Loan Forgiveness Demystified (cfpb.gov/about-us/events/archive-past-events/publ
ic-service-loan-forgiveness-demystified/)

NOV 04, 2021

Financial Literacy and Education Commission Public Meeting (cfpb.gov/about-us/events/archive-
past-events/financial-literacy-and-education-commission-public-meeting/)

OCT 06, 2020

Vi » (cfpb.gov/activity-log/?topics=credit-reports-and-scores&topics=financial-education&
topics=small-dollar-loans_1)

BE= An official website of the United States government
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Buy Now, Pay Later and Credit Reporting

By Martin Kleinbard and Laura Udis - JUN 15, 2022

In December 2021, the Consumer Financial Protection Bureau (CFPB)
launched a market monitoring inquiry (https://www.consumerfinance.gov/abo
ut-us/newsroom/consumer-financial-protection-bureau-opens-inquiry-into-buy
-now-pay-later-credit/) into Buy Now, Pay Later (BNPL). Buy Now, Pay Later is a
short-term, no-interest consumer credit product that has become nearly
ubiquitous at the point of purchase online and, increasingly, in brick-and-
mortar stores. Issued to five BNPL firms, the inquiry ordered information and
data on several key areas of consumer impact, including data furnishing by
BNPL firms to consumer reporting companies for inclusion in credit reports.
We noted that BNPL credit is fast-growing and expressed concerns about the
potential for people to accumulate debt by making multiple BNPL purchases
with multiple companies.

Until recently, few BNPL lenders furnished information about consumers to the
nationwide consumer reporting companies (NCRCs). This lack of furnishing
could have downstream effects on consumers and the credit reporting system.
It could be bad for BNPL borrowers who pay on time and may be seeking to
build credit, since they may not benefit from the impact that timely payments
may have on credit reports and credit scores. It may also impact both BNPL
lenders and non-BNPL lenders seeking to understand how much debt a
prospective borrower is carrying.

The CFPB believes that when BNPL payments are furnished it is important that
lenders furnish both positive and negative data. We would also like to see the
industry adopt standardized BNPL furnishing codes and formats appropriate to
the unique characteristics of the product. Such standardization would in turn
facilitate the consistent and accurate furnishing of BNPL payment information.
Furthermore, consumer reporting companies should incorporate the BNPL
data into core credit files as soon as possible and ensure that BNPL data are
accurately reflected on consumer reports. Finally, we'd expect scoring
companies and lenders to build and calibrate models that account for BNPL
loans’ unique characteristics.

In recent announcements, each of the three largest NCRCs—Equifax &' (https://i
nvestor.equifax.com/news-events/press-releases/detail/1204/equifax-first-to-fo

https://www.consumerfinance.gov/about-us/blog/by-now-pay-later-and-credit-reporting/ 1/3
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rmalize-inclusion-of-buy-now-pay), Experian &' (https://www.experian.com/blo
gs/news/2022/01/26/buy-now-pay-later-bureau/), and TransUnion &' (https://n
ewsroom.transunion.com/transunion-to-maximize-financial-inclusion-opportun
ities--for-the-nearly-100-million-consumers-using-bnpl-loans/)—has described
its plans to accept BNPL payment data. However, the NCRCs plans vary, and
the Bureau is concerned that this inconsistent treatment will limit the potential
benefits of furnished BNPL data to consumers and the credit reporting system.

One NCRC is implementing a BNPL business industry code but allowing BNPL
lenders to furnish payment data in the format of their choice, with potential
inconsistent downstream impacts on consumers’ credit reports and scores. The
other NCRCs are planning to keep furnished BNPL data in “specialty” files that
are separate from the “core” credit files used to generate traditional credit
reports and may include other more traditional, point-of-sale installment loans.
If BNPL data is maintained in these specialty files, these data may not be
reflected in traditional credit reports and credit scores.

These shortcomings can be resolved through the standardized approach for
furnishing BNPL data described above. The CFPB recognizes the unique
challenges that come with furnishing BNPL data and encourages NCRCs to
incorporate the feedback of BNPL lenders (to reduce operational risk) and the
credit scoring companies (to ensure that the unique characteristics of BNPL
data can be considered appropriately by scoring models).

We will monitor the progress of BNPL lenders, the NCRCs, and credit scoring
companies as the BNPL market grows and BNPL lenders choose to furnish
information about repayment. In the coming months, we will revisit this issue as
part of a broader report on the industry stemming from our market monitoring
order and responses to a public request for comments. If you have an issue
with a consumer financial product or service, including consumer reporting
and BNPL products, you can submit a complaint with the CFPB online (https://
www.consumerfinance.gov/complaint/) or by calling (855) 411-CFPB (2372).

FURTHER READING

S Blog

Credit disputes: getting a clear statement of results from your furnisher (cfpb.gov/about-us/blog/
credit-disputes-getting-a-clear-statement-of-results-from-your-furnisher/)

MAY 26, 2022
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Know your rights and protections when it comes to medical bills and collections (cfpb.gov/about
-us/blog/know-your-rights-and-protections-when-it-comes-to-medical-bills-and-collections/)

APR 11, 2022

Conozca sus derechos y protecciones en relacion a las facturas médicas y los cobros (cfpb.gov/a
bout-us/blog/know-your-rights-and-protections-when-it-comes-to-medical-bills-and-collections-e
s/)

APR 11, 2022

Newsroom

CFPB Publishes Analysis of Potential Impacts of Medical Debt Credit Reporting Changes (cfpb.go
v/about-us/newsroom/cfpb-publishes-analysis-of-potential-impacts-of-medical-debt-credit-report
ing-changes/)

JUL 27, 2022

CFPB Orders Hyundai to Pay $19 Million for Widespread Credit Reporting Failures (cfpb.gov/abo
ut-us/newsroom/cfpb-orders-hyundai-to-pay-19-million-for-widespread-credit-reporting-failures/)

JUL 26, 2022

CFPB Issues Advisory to Protect Privacy When Companies Compile Personal Data (cfpb.gov/abo
ut-us/newsroom/cfpb-issues-advisory-to-protect-privacy-when-companies-compile-personal-dat
a/)

JUL 07, 2022

View more (cfpb.gov/activity-log/?topics=credit-reports-and-scores&topics=small-dollar-loans_1)
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Michael P. Gaughan is a member of Lewis Rice LLC in Overland Park, Kan., where his practice
focuses on protecting the rights of creditors nationwide with an emphasis on the representation of
secured creditors, such as commercial lenders, automobile lenders, banks, credit unions, businesses
and mortgage-servicing companies. He is admitted to the state courts in Missouri and Kansas and
the federal courts in all districts in Missouri, Kansas and Nebraska. He is also admitted to the U.S.
Supreme Court, where he argued a case on behalf of a national auto lender in 1997. Mr. Gaughan
is regularly recognized by rating services and his peers for his skills as a litigation attorney. He was
selected for inclusion in Missouri & Kansas Super Lawyers from 2005-09 and in Corporate Coun-
sel Super Lawyer from 2009-10. Mr. Gaughan is rated AV-Preeminent by Martindale-Hubbell. He
received his B.B.A. in 1980 from the University of Missouri-Kansas City and his J.D. in 1983 from
the University of Missouri-Kansas City School of Law.

Krystal R. Mikkilineni is a shareholder in the Restructuring, Insolvency, and Bankruptcy and the
Mergers & Acquisitions departments of Dentons Davis Brown in Des Moines, lowa, and represents
businesses, creditors, trustees and individuals with reorganizations, insolvency matters, and chapter
7, 11, 12 and 13 bankruptcies. She focuses on M&A work within bankruptcy and § 363 sales, and
she collaborates with investment bankers and financial advisors to develop cash-flow projections,
bidding procedures and asset-purchase agreements. Ms. Mikkilineni is a founding member and cur-
rent vice chair and treasurer of the Midwest Network of the International Women’s Insolvency &
Restructuring Confederation and was recently selected as one of five semi-finalists for its national
Rising Star Award. She also is actively involved in ABI and was selected for its 2021 class of “40
Under 40,” and she recently participated as one of 40 attorneys in the Next Generation Program of
the National Conference of Bankruptcy Judges in Washington, D.C. She most recently practiced at
Des Moines law firm, Bradshaw, Fowler, Proctor & Fairgrave P.C. In addition to her law practice,
Ms. Mikkilineni is an active leader in the community and currently serves on the Chrysalis Founda-
tion board of directors. She also is a past board member of the lowa chapter of the Lupus Foundation
of America and recently graduated from the Greater Des Moines Leadership Institute’s Community
Leadership Program. Ms. Mikkilineni received her B.A. magna cum laude in 2009 from the Univer-
sity of Northern Iowa and her J.D. in 2013 with honors from Drake University Law School, from
which she holds a Business Law Certificate.

Hon. Barry S. Schermer is a U.S. Bankruptcy Judge for the Eastern District of Missouri in St.
Louis, Cape Girardeau and Hannibal, Mo., appointed in 1986 and reappointed in 2000 and 2014. He
also serves as a judge on the Eighth Circuit Bankruptcy Appellate Panel, appointed in 1996 and re-
appointed to seven-year terms in 2003, 2010 and 2017. Judge Schermer is a Fellow of the American
College of Bankruptcy and authored an article on negative amortization that was published in the
Bankruptcy Developments Journal. He also authored a Washington University Law Quarterly article
examining the effect of community interests in bankruptcy. Judge Schermer graduated from Wash-
ington University School of Law and was an adjunct professor of law there for more than 25 years.





