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Borvowing solely for the lender

@. Chaim was renting an apartment for many years that didn’t
come with air conditioning. Over time, his need for air-
conditioning grew, so he asked his landlord if he was wiiiing to
put one in for him. Since it was not in the contract, the landlord
told him that although he would love to help, he doesn’t have
extra money to pay for such a system. When Chaim heard his
response, he told his landlord that he will be happy to lend him
the money to purchase the air-conditioner as iong as he pays him
back within the next twelve months, and his landlord agreed. A
moment later Chaim started to question himself about what he
did. Did he just transgress the prohibition of ribis, as he lent the
landlord money on condition that he does him a favor and

purchase an air-conditioner for his apartment.

3. If the tenant is still p]anning on staying in the apartment until
after the loan is paid up it would be allowed. But if he plans on
leaving before the loan is paid up it would be a problem.

@xplanation. The [s v01"0p 1] 807 rules that any loan
that the borrower does not need for himself and is purely for the
sake of the lender, is not considered a loan to create a prohibition
of ribis. An example of this is, if one has a rundown house that
he doesn’t use, and someone else who wants to use it offers him
a loan to fix it, he would be allowed to use the house. Since the
loan was soieiy for the benefit of the lender it’s not considered a
loan which is subject to the prohibition of ribis, and consequently
the usage of the house is not in addition to a loan subject to ribis.
Simiiariy in our case, since the borrower doesn’t need the loan,
and he is just borrowing it for the sake of the lender it would be
okay.

This all holds true if the borrower has no benefit at all during the
entire duration of the loan. However, in a case where the
borrower has benefit during the duration of the loan, it will be
708 Therefore, in the above case, if the tenant leaves before the
landlord pays him up in full, and at that point the landlord looks
for a new tenant, and charges more rent (since he is offering a
better apartment that comes with an air-conditioner), it emerges
that he will be benefiting from the loan, ciuring the duration of
the loan, and whenever the borrower gains during the perioci of
the loan it's not anymore purely for the lender, thus making it

into a regular loan that is subject to the regular laws of ribis. -

It’s important to note that the Poskim say that one can’t

compare one case to another regarding this leniency, as in
most cases it’s not said.

R719720 21273 RIIY* ARV 1
Prepaying to lock into today’s vate

@). Chaim was on the phone with Shimon, a manager at a floor
distributing company, trying to convince him that it's a good
idea to write a Heter Iska for his business. “Why would | need
a Heter Iska?” Shimon asks. “We don't charge any late fees,
and we don't give discounts for prepayments.” “The only thing
we do,” he continued, “is if a builder wants to order one
hundred thousand square feet of flooring for a project that
he's doing in six months and wants to know clearly how much
it will cost him, we will allow him to prepay at that day's rate,
locking in the price. And don't say that it's ribis because he's
prepaying to lock into a lower rate, because since the product
trades as a commodity-on-commodity exchange, the price is
constantly fluctuating, and he may actually end up overpaying
because he prepaid, making it a non ribis issue”. Is Shimon
correct or not?

3. Shimon is incorrect, and this is a true ribis issue.

@Explanation. In fact, Shimon did bring up a valid point
which seems to be a X in 'K TNV 70 9T XY'Xn X212, The Ma
says regarding a case that one prepays for a barrel of wine,
that if the buyer is willing to accept the risk of the price
fluctuating and lose out if the price goes down, then there
would be no ribis issue. However, it seems to be a clear niwn
[[ay 91 n"1], that states otherwise. The niwn says, that one
may not prepay for an item to lock into a price even though
the price of the item can fluctuate and go down and the buyer
may lose by locking into that day’s rate. Thus, there seems to
be a contradiction between these two N1xD, which needs to
be addressed.

One of the answers to this question is found in the nyT MmN
[N"? "D L"DRP N'D] and NIM N"T.TO 7] NNNY 1'KN 1127 WITN
[("™a?, who say that if the money is being advanced for a
specific item (a specific barrel of wine or cow), then it's seen
more as a sale than a loan, and just accepting the fact that the
price may fluctuate and go down is good enough, even if the
price actually later goes up. However, in a case where one
prepays for an item, and the seller can give any item of that
kind in return (i.e. prepaying for apples where the seller can
return any of that specific variety), since there is no specific
item that is being sold, we can't view it as the transaction is
happening now, rather it's viewed as the money is being lent
until the seller gives the item. Since we view it as a loan, just
accepting the risk of fluctuation would not be enough not to
be considered ribis. (see also Chavas Daas siman 162 S"K 1).
But why not? Why should the risk of accepting the chance of
fluctuation not be good enough? Maybe we can suggest, since
in general people prepay to get a better price, and even if there
is a price fluctuation they usually feel that they will probably
gain, and that's the intention of the prepaying, so 2"n
prohibited it in all cases, so that people shouldn’t come to lend
with ribis. .=
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Did you know? By not having a proper Heter Iska for your business you are at risk of
potentially violating the prohibition of ribis.

Attention store owners:

In general, it is strongly encouraged that every business should add to their receipts/ invoices the following.
“Any transaction that may be in violation of ribis are subject to the Heter Iska agreement we have on file.”
The reason for this is because the halachos of ribis are very complex and many store owners may not be aware
that certain transactions pose an issue with ribis. In addition, even if currently there are no transactions with
ribis issues, nevertheless these transactions can come up at any time, as business models can always have
small changes that can create new ribis issues.

Did you know? Many standard return policies are questionable, and one needs to rely on different leniencies
for them. Therefore, writing that all transactions are structured based on a Heter Iska, would make it more
amin.
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For all ribis related shailos or for dedication opportunities please call 732.228.8558 or email kavharibis@gmail.com




