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The Legal Nature and Comparative Regulation of “Buy Now, Pay Later” Services: An Analysis
of Related Contracts and a Model for Iranian Law
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Abstract

Buy Now, Pay Later (BNPL) services combine retail purchasing and credit within a single digital
journey. Their legal characterization, however, depends on the underlying contracts rather than the
commercial name of the product. A merchant may defer the purchase price, a third party may settle it
and acquire recourse against the consumer, or a credit institution may finance the purchase through a
technology platform. This article examines how these models should be classified under Iranian law
and whether existing rules adequately allocate responsibility when purchasing and financing are
closely connected. Using doctrinal analysis and a functional comparative method, the research reviews
Iranian civil, electronic-commerce, consumer-protection, central-bank, and loan-facilitator rules
alongside the frameworks of the European Union, the United Kingdom, and the United States. A
purposive, non-representative review of public materials from Tara, AzkiVam, SnappPay, and
DigiPay tests the proposed classification without assuming access to their complete contractual
arrangements or making claims about market shares. The findings show that BNPL can comprise
deferred sales, independent credit, authorized third-party payment, assignment, guarantee, agency, and
data-processing arrangements. The source of funds, ownership of the receivable, allocation of default
risk, and basis of recourse are therefore decisive. Iranian law contains no general express rule
automatically extending the invalidity, rescission, or termination of a sale to the accompanying credit
agreement. Contractual provisions, common intention, and the degree of transactional
interdependence must instead be examined. Existing loan-facilitator rules primarily address bank-
centred models and do not provide a comprehensive framework for all independent providers. An
additional charge imposed solely for extending the maturity of an existing monetary debt raises a
distinct usury concern; a contractual label alone does not establish a genuine service or a valid legal
basis. The comparison highlights the need to coordinate purchase remedies, affordability assessment,
data protection, and complaint handling while distinguishing merchant deferrals from professional
third-party lending. For Iran, the article proposes a staged approach. Measures within existing powers
include clearer identification of the creditor, disclosure of total costs, coordinated processing of
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returns and disputed instalments, and lawful use of existing credit-information infrastructure.
Legislative reform should define linked consumer credit, allocate responsibility according to each
actor’s role, establish proportionate authorization and conduct requirements, and secure effective data
and redress rights. The proposed model seeks to protect consumers while preserving access to small-
value credit and avoiding the automatic classification of every deferred sale as a banking operation.

Keywords: Buy Now, Pay Later; Digital Consumer Credit; Linked Contracts; Loan Facilitator; Consumer
Protection; Algorithmic Credit Scoring.
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2 Financial Conduct Authority (FCA).

3 Consumer Credit sourcebook (CONC).
4 Consumer Duty.

3 Dispute Resolution: Complaints (DISP).
¢ Financial Ombudsman Service.

7 Regulation Z.
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