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Legend:

Individuals
Square: Jew
Triangle: Gentile

*Within each Square or Triangle is description of that person’s role (Borrower, Lender
etc...)
Transactions
Solid Line: Loan Transference
Brocken Line: Collateral transfer/Repayment
Dotted Line: association/assumed gain or loss
Blurb: Statements
Colored Solid Lines: indication of ownership
Rulings:

Red: Prohibited

Purple: Disputed

Blue: Permitted
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Redirecting a Jew’s Debt to a Non-Jdew
(Diagrams 1-9)
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Rule

A Jew may not transfer borrowed funds to another Jew on condition that the second Jew pay
the first Jew’s interest-bearing debt to a non-Jew, unless the first Jew’s obligation has been
entirely removed and the non-Jew relies exclusively upon the second Jew’s collateral.

Explanation

For purposes of illustration, assume that 'x 782w borrowed $100 from 1 at interest, and that
$10 of interest has accrued. When Jew A seeks to repay the loan, -a 'xwr asks Jew A to
transfer the $100 to him and undertakes to satisfy the original obligation, including the accrued
interest.

Although the interest is paid directly to the non-Jew, that payment discharges Jew A’s obligation.
The additional $10 is therefore treated as interest paid by Jew B for the benefit of Jew A and
constitutes nxixjp nan.

The arrangement remains prohibited even if Jew B executes a promissory note in his own name
in favor of the non-Jew, provides collateral, and pays the interest directly to the non-Jew.

Notes

There appears to be a dispute among the Rishonim concerning the precise nature of the
prohibition. According to one approach, Jew B is acting as a guarantor for Jew A’s
interest-bearing obligation. According to the other approach, Jew A is effectively lending the
$100 to Jew B, who, in consideration for that loan, pays Jew A’s interest obligation on his behalf.
N 'Ry ,0NIXA L' NEZ7N ;A7 10 N7 77D U7X N7IY.

The qor* o1, however, writes that where the non-Jew has recourse solely to the collateral
designated in the document, the transaction is viewed as an independent loan between Jew B
and the non-Jew and is therefore permitted. 'n 770 ,;'n'12 nj77n.
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Diagram 2
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Rule

A Jew may not lend money to another Jew on condition that the borrower pay an additional
amount to a third party, even where that payment is made directly to a non-Jew toward an
interest-free debt owed by the lender.

Explanation

For purposes of illustration, assume that 'x 78w borrowed $100 from ™1 at interest. Before
repaying that debt, Jew A lends the $100 to a “xw* on condition that Jew B pay $110 directly
to the non-Jew.

Although the original debt between Jew A and the non-Jew did not bear interest, Jew B is
paying an additional $10 at Jew A’s direction in consideration for the $100 loan received from
Jew A. The additional payment therefore constitutes nxixj nran.
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Diagram 3
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Rule

Where a non-Jewish creditor directs one Jew to transfer the amount of his debt to another Jew
and releases the first Jew, while arranging for the second Jew to repay the principal with
interest, the transaction is prohibited; the Rishonim dispute whether the prohibition is Torah-level
ribbis or only rabbinic.

Explanation

For purposes of illustration, assume that "x 78w borrowed $100 from 21 at interest. Before 'x 7wt
repays the debt, the non-Jew instructs him to transfer the $100 to 2 78w, whereupon Jew A will be
released from his obligation. m31 then stipulates with “a 48 w! that -a 78w must pay him $110,
consisting of the $100 principal plus $10 interest.

Although 'x "' is released from his original debt and a 78w pays 121 directly, the arrangement is
prohibited as nran.

Notes

The nmiwxn dispute the precise level and nature of the prohibition. Some maintain that the arrangement
constitutes axixp nam, while others view it as only nan pan, or as a transaction that merely appears to
involve interest, n'and T,

According to the wNn, the arrangement does not constitute Torah-level interest because Jew A is
released from his obligation to the non-Jew. Consequently, the transfer of the $100 from Jew A to Jew B
is not treated as a continuing loan from Jew A to Jew B.

According to the |ann, however, the transfer from Jew A to Jew B first creates a loan between the two
Jews. Jew B’s obligation to pay the additional interest is therefore established as part of that loan, and
Jew A’s subsequent release from his debt to the non-Jew does not undo the preexisting interest
obligation.

Alternatively, according to the x~awn, Jew A remains the owner of the money because a non-Jew does
not acquire it through another person — n~1dy"% n'"o71 |'®. The transfer from Jew A to Jew B is therefore
treated as a loan between them. Jew B’s undertaking to pay the non-Jew is viewed as a payment made
on Jew A’s behalf, comparable to the obligation of a guarantor. * 770 ,;'n12 nj77n.
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Diagram 4
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Rule

When the Da first receives repayment from 'x 78w and then separately transfers the funds to
2 78w as a new interest-bearing loan, the arrangement is permitted, even if 'a 7xw! later
delivers the principal and interest through 'x 78w,

Explanation

For purposes of illustration, assume that 'x 78w borrowed $100 from a 1 at interest. 2 75w asks to
receive the $100 and undertakes to repay the money with interest.

To structure the transaction permissibly, ‘& 7w first repays his $100 debt to the 1. The i thereby
takes possession of the funds and then transfers the $100 to 'a “x ' as a new loan, subject to an
obligation to repay $110.

Because the funds pass through the possession of the 3, there is no loan from 'k 7xwr to "2 78w,
Rather, the original loan between the n31 and 'k "y w' has been repaid, and a separate interest-bearing
loan is then created between the m>1 and 'a 7xw'. The payment of principal and interest is therefore
permitted.

The arrangement remains permitted even if 'a 78w delivers the $110 to 'x 'x v, provided that 'x 78w
receives it on behalf of the 11 rather than as repayment of a loan owed to himself.

Notes

The 12 ni77n explains that the arrangement is permitted even if it was stipulated that 'x 78w would
retain the money that he receives. r0 770 ,/'n12 nj77n.
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Rule

When the M1 retains responsibility for the funds and appoints 'x 78w merely as his n'7w or
oI91NVIOK, the transfer to 2 78w is not treated as a loan between the two n''xw', and "2 7xw!
may therefore pay the n'ani e through 'x 7xw.

Explanation

For purposes of illustration, assume that 'x 78 w' borrowed $100 from a "1 at interest. The M2
subsequently instructs 2 78w to receive the $100 from 'x 78w on the d1’s behalf, with the
funds remaining 21 nimnxa.

‘X 78w then transfers the $100 to 'a 7x e, not as a personal loan, but solely as the n'7w or
o19nvIox of the 'a 7xw' .1d1 undertakes to repay $110, consisting of $100 W7 and $10 nan.

Because the funds are regarded as belonging to the 21, and 'x 78w is acting only on his
behalf, no loan is created between 'k 'xw' and 2 'k A IRwr’s payment of the naami Dy is
therefore permitted. The payment may even be delivered to 'x 78w, provided that 'x Ixw!
receives it solely as the n'7w or oisnviox of the M21 and not as a creditor in his own right.



~

T T T T T =3700 43100 m= = - = -

-
oooooo

>

$100

(2 nwy)

INAW mIyn g

"W OI9VIBN 1IN [IUNY
(o)

ON "2 1WamY7 21n K7 N

"IN

a e
Ny

—
\
|
N
e [€7 S
N\
\
\
\
|
$100 $100 +$10
121 NIMNX2 l
I
I
i
/
\ 4 /
/
/7




Diagram 6
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Rule

When, at the direction of the 23, the '& v places the money on vy 'aa, withdraws, and
1 7w then takes the money from there as a loan from the >3, the transaction is permitted.

Explanation

For purposes of illustration, assume that 'x 7xw' borrowed $100 from a 21 at interest. When
the time comes to redirect the funds to 'a 7xw, the M instructs 'x 78w to place the money on
RNy 1aa does so and then removes himself from the transaction. 'a 7xwe
subsequently takes the $100 from that location and receives it as a loan, with the understanding
that he will repay the 7 together with n'am to the moa.

This arrangement is permitted because the money is not transferred directly from 'x "xw* to
1 78w as a personal loan. Rather, after 'x 78w places the money on vz 1aa and withdraws,
1 78w takes the funds as a new loan from the ma.

Notes
The n'wnon discuss whether the additional clause of qv9n1 is required.

e The 1V suggests that it is not necessary for the words Fv9a1 to be explicitly stated, but
'R 1w must physically leave the money in order to avoid any appearance of nxm
nnaMo.

e The "ama np'7n argues that since the transaction takes place m2an 192, there is no
need for qvon1 at all.

e The xawn in Xy n~a: implies that one must say a"0v9n1 in order to sever 'R 7 W’'s
connection to the money. The 71w and x~1a appear to rule in this manner.

e The 171N explains that if 'a 7xw' pays the ma directly, there is no need to recite F09al.
If, however, the funds are later paid through 'x 78w, then av9n1 is required.
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Rule

When 'k 781w transfers the money to 'a 7xwr only |IT7o n1ina, and the M1 subsequently
converts the |IT9 into a nxi7n to 2 "xwr, the X7n1 permits the arrangement, although some
n'whon question whether the transfer should nevertheless be treated as a nxii'zn from 'x 7xw!
to 2 xw.

Explanation

For purposes of illustration, assume that 'x 78w borrowed $100 from a "1 at interest. Before
"N 78w repays the debt, the 1 instructs him to transfer the loan to 1779 nina 2 'xwe.

'R 1xwr accordingly gives the money to 2 " wr only as a |ITy79, rather than as a nxii7n. After
the money reaches 'a 7xqwr, the 1 converts the 1779 into a nxi7n, under which a2 7xwe
undertakes to repay the $100 |y together with $10 n'an.

The xn1 permits this arrangement because the money did not leave the possession of 'x 7xw!
nxi7n naina. At the time of the physical transfer between the two 2 7xw' 078w received
only a |IT?o. The nxn'7n bearing n'an was created only afterward between the m>1 and 2 'xwr.

Notes

The "1 7o ,nyT nun, and n”91 'y ,|'M12 ni77n, discuss the mechanism by which the 1779 is
subsequently converted into a nxi7n.

The permissibility of this arrangement is not entirely free from dispute. Although the x"nn rules
that it is permitted, he introduces the ruling as a n"nix wr, suggesting that other opinions may
disagree. The X2 explains, based upon the x awn, that because the money remained nimnxa
'R when it was delivered to 2 'xawr, the transfer may be viewed as a nxin'7n from 'y v
to 2 7xw. Under that characterization, 'a 7xw'’s subsequent payment of n1an to the 1 may
be treated as n'an paid in connection with the loan from 'k 7xw'. The n'n om ipn therefore
suggests that one should be stringent in this case. If the concern is based upon the position of
the x7awn, the arrangement may arguably involve nxi¥j7 nan, because the transfer is treated as
an actual nxin7n between the two n*sxw'. The X", however, appears to indicate that the
prohibition would be only j1a1™, consistent with the approach of the wxn.
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Rule

When the nxi7n is made exclusively between 2 7xw' and the 123, and 'k " transfers and receives
the funds as n'7w of the 21, with niynn nimnx resting upon the M1 before the transfer, the x“n1 permits
the arrangement even if 2 78w pays the n'an through 'x 7xwr; the 170, however, rejects this ruling.

Explanation

For purposes of illustration, assume that 'x 78 w' borrowed $100 from a i at interest. Separately, 7x 1w
1 enters into a $100 interest-bearing nxi'7n with the mda. Before 'x 7xw' transfers the money to a 7xwr,
the m21 expressly assumes nimnx for the funds and appoints 'x 78w as his n'7w or o1onviIox. Thus,

'R 7w is thereby released from his personal obligation and transfers the $100 to 'a 7xw' solely on
behalf of the m21. Then, "2 "x ' repays $110, consisting of $100 7 and $10 nran.

According to the x"n0, the payment may be delivered to 'x 78w because 'x 78! receives it only as
n*7w of the mda, rather than as a creditor in his own right. Under this characterization, no nxn'7n exists
between ‘X 7xw' and 2 7x 1w The nrin is solely between 2 78w and the m21, while 'R 78 w' merely
transfers and receives the funds on the m1’s behalf.

Notes

The 10 initially distinguishes this case from the prohibited arrangement in 'x q'vo. There, the instruction is
av9a1 DN, indicating that 'x 78w is released only after transferring the money. Accordingly, at the
moment of transfer, '8 78w remains personally connected to the funds. Nevertheless, the v ultimately
rejects the ruling of the x'nn. He argues that the an'n found in the X na is limited to cases involving nnnn
v 2aa iy or a direct transfer through the hands of the m1. Merely appointing '8 78w as an o19NnVI9x
is insufficient. In addition, even if the arrangement does not constitute nninn |n nxan, there may be a
separate concern of |'v n'xn, as discussed in 27> g'vo. The nyT niin distinguishes a case in which the
nXI7n between the M1 and 2 7x 1w was arranged independently of 'k 781w, In such a case, 'R 7xw's
involvement is limited to nin*7w, providing a basis to permit the arrangement.
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Rule

When a 21 lends money to ‘X 78w with n'an and directs ‘X 78w to pay the n'an to 'a vy, the
arrangement is permitted because the only nxin7n is between 'x 78w and the moa.

Explanation

For purposes of illustration, assume that 'x 78w borrows $100 from a 21 and agrees to pay $10 in
nnan. As part of the original agreement, the 1 instructs 'x 78w to pay the $10 of n'a directly to 7xwr
1.

The transaction is permitted because there is no nxi'7n between the two n"7xw'. The '& 78w owes both
the W7 and the nranm solely to the 21. The 'a 78w merely receives the nran at the direction of the o)
and is not receiving payment in exchange for money that he lent to 'x 7xw:.

Accordingly, '® 78w may repay the $100 7 to the a1 and deliver the $10 nrar directly to -a v,

Notes

The 11 nax writes that the same principle applies where the 1 directs 'x 7xw' to give both the 7 and
the n'an to 2 78w, Since "2 78w receives the payments only on behalf of the >3, and no nxii7n exists
between the two n'7x v, the arrangement remains permitted. ‘2 nix v~97 jn'o NV T N1* ;A1 12X N7IY.

This is not, however, a blanket "\n'n whenever 'a 'y w' receives payments relating to the debt. If the "
sells or transfers the debt itself to ‘2 78w -2 78w may not collect future n'an from 'k 7xwe. In that
case, 1 X' has become the creditor, and the continued accrual of n'an would relate to a debt now
owed by one 7xw' to another. The distinction is therefore between: 'a 7xw' receiving payment merely at
the direction of the 3; and 2 7xw' acquiring the underlying debt and becoming the creditor.
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Third Parties

A Non-Jew Who Borrows from One Jew and Relends (10-15)
A Jew Borrowing from Another Jew Through a Non-Jew (16-20)
Jewish Intermediaries in Loans to and from Non-Jdews (28—40)
Communal Borrowing (41-44)
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New Situation: >3 Borrows from 'x xw!
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Rule

When a 21 borrows from 'k 78w with n'am and relends the same funds to 'a 7x v with nram,then 7xwe
'R may not collect the n'an where the second loan was made 'X 7xw' nin'7w3a, or where 'R 1w
compels the M1 to pay while knowing that the 1 will compel 2 28w to provide the corresponding
nnan.

Explanation

For purposes of illustration, assume that 'x 78w lends $100 to a ™21 on condition that the 21 repay
$110. The a1 then lends those same funds to 'a 78w on condition that 2 7xwr repay him $110.

The YNy |n'1w rules that '8 281w may not collect the $10 nran from the md1. Although the two formal
loans are between ‘X 7xw' and the 23, and between the "1 and 2 'xawy, the arrangement may
effectively enable 'x 781w to receive n'an generated by the loan to 2 7xw.

The nyT nun notes that if the original loan between 'x 7xw' and the 121 was made on condition that the
M1 subsequently lend the funds to 2 7xwr, the arrangement constitutes nxixpg n'an.

Limitation of the xnn

The plain reading of the n\ann suggests a broader prohibition based upon nan nnayn, consistent with the
NXawN, who is the source of the ruling. The x"nn, however, limits the prohibition to two situations.

First, the n lends the funds to 'x 7xw' nin'2wa 'a 78w This follows the position that "1 nintw wr
NXninY, as reflected in »wn.

Second, 'x 1w compels the 11 to pay the promised n'an while knowing that the 21 will, in turn,
compel 2 78wt to pay him the nxan. The arrangement is then prohibited because it is nxamd 'tnm.

Absent these circumstances, the 1 is acting independently as both a borrower and a lender, and there
is no direct nxi7n between the two o',

Notes

The 7' 770 ,7"w, explains that although the second situation of the x“n1 applies even according to n,
who maintains Xanin% 217 nin'7w ', the concern of n'aMd 'Tnm exists only where there was also a 11'n
nin'vY.



N 270 ,0A'R X2'pY 10, disagrees. Since n 1 does not treat nin'7w as a factor, he understands that n"o>
itself may create the prohibition even without a formal nin*7w mm.
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Rule

When the M1 independently lends the funds to 'a 7xw' and receives a j1pwn sufficient to
secure the 'x 1xaw' ,nrami Wy may collect the n'am owed to him by the '), provided that
the second loan was not made 'x 78 w! nintwA.

Explanation

For purposes of illustration, assume that 'x 7xw' lends $100 to a ™21 with an obligation to repay
$110. The i then independently lends those same funds to 'a 7xw' with nan and receives a
|pwn from 12 7xw,

"X 78w may collect the $110 owed to him by the ). Since the 21 possesses a [1bwn securing
the second loan, he does not need to compel 2 78w to pay the n*an in order to satisfy his
obligation to 'x 7xw'. Furthermore, the second loan was not made 'x 78 w' nin'wA.

The two loans are therefore treated as independent transactions, and the payment received by
'R 78w is not viewed as deriving from the n'an paid by 2 7xwr.

Notes

The 1bwn should not be described as having already repaid the second loan. Rather, it
independently secures the obligation of 'a 78 w' and removes the need for the m131 to compel
him to provide the funds used to repay 'x v,

The 2 770 7”w, adds that the j1pwn must be worth enough to secure both the |0y and the nan.
If it secures only the |1y, the "1 may still need to rely upon a 'x ' personally for payment of
the nan, leaving the concern of n1amd 'tnm.
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Rule

When a 21 who owes money with ntan to 'x 7xwr transfers the funds to 2 7xw' as a new loan, and
1 7w undertakes to repay the 21 with the same n'an, the arrangement is permitted because no
nNITN is created between the two n*7x .

Explanation

For purposes of illustration, assume that 'x 78w lends $100 to a 1 with an obligation to repay $110.
When the 21 seeks to repay the loan, 2 'xw' asks the m2a to give him the $100 and undertakes to
repay the $110 3, in the same manner that the 21 is obligated to repay 'x 7xwr.

The transaction is permitted. ‘X 7xw' remains the creditor of the "1 and receives the $110 owed to him
by the m21. Separately, 'a 78w receives a $100 loan from the 21 and becomes obligated to repay the
$110 0.

Although the second transaction mirrors the terms of the first, there is no nxi7n between 'x 78 w' and
1 78w, The two obligations are: the m2’s obligation to 'x 7xw'; and 2 7xw'’s obligation to the m2a. The
payment of n1am therefore does not pass from one 7x ' to another pursuant to a nxin'7n between them.
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Rule

When "2 8w receives the money as a loan from the M1, he may pay the nqami
directly to 'x "xw', because the payment is made on behalf of the "1 and not pursuant
to a nxn'7n between the two n'ixwe.

Explanation

For purposes of illustration, assume that 'x 78w lends $100 to a i with an obligation to repay
$110. When the 21 seeks to repay the loan, 2 78w asks the M1 to give him the $100 and
undertakes to pay the $110 directly to 'x 78w, in the same manner that the 21 is obligated to
pay him.

The transaction is permitted. 2 78w receives the $100 as a loan from the M2, not from 2x !
'X. His subsequent payment of the $100 7 and $10 nran to 'x 78w is made on behalf of the
M), thereby satisfying the 1’s obligation to 'k 7xw'.

Although the money passes directly from 2 7xwr to 'k 78w, no nXII7n exists between them.
'R 78w receives the payment because it is owed to him by the m31, while 'a 78w makes the
payment in satisfaction of his separate obligation to the mna.
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Rule

When 'x xw directs the 21 who owes him money to transfer the funds to 'a 78w, who will repay 7xw!
‘X with nxan, the 11Ny |n71w prohibits the arrangement because the transfer was made n ;'R '7xw' nyn
permits it because "17 nin'7w 'R, although the x“nn rules that the prohibitive view is primary.

Explanation

For purposes of illustration, assume that 'x 78w lends $100 to a 1 with an obligation to repay $110.
When the M1 is prepared to repay the loan, 'k 7xw' brings him before a 7xw' and instructs the o to
give the $100 to 2 7xw' 2 7xw' then undertakes to pay $110 directly to '~ 7w,

Although the M1 physically transfers the $100 to -2 7x 1w, the 7Ny |n71w rules that the transaction is
prohibited because the transfer was made 'x 78w nyn. According to v, the ma is treated as the n'7w
of XinY 'x "x . The transfer is therefore viewed as though 'x & wr lent the $100 directly to 2 7xwr in
exchange for repayment of $110.

n disagrees and maintains that m217 nin"yw 'y, even xnin%. Accordingly, the physical transfer from the
n21 to 'a 7xwr does not create a nxii7n between the two n'vxwr. Under that view, 'a "x 1w receives the
money from the 131 and pays '® "k ' on the 111’s behalf.
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Rule

Where 'x 78w and 'a 78w make a nx'xp that 2 7w will pay $110 if 'x 78wt directs his M2
debtor to transfer $100 to him, the nyT nin treats the arrangement as nxi¥j7 n'an because the
transfer releases the m>1 and obligates 21 |'Tn 'a 78 wr; according to the nixj7, however, absent
an express 10901, the M1 remains liable and this basis for nxixj7 n*a does not arise.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 to a "21. Before the 21 repays the
loan, '® 78w and 2 78w make a ‘N 78wy will direct the Mo to transfer the $100 to
1 78wy, and 1 7w will pay $110 & 7xwe.

‘X 1w then instructs the 21 to give the $100 to 'a 78w a2 7x ! receives the funds and
subsequently pays $110 'x 78w, consisting of $100 hj? and $10 nan.

The issue is whether the transfer from the 11 to 2 7xwr creates a direct halachic obligation
between the two o'z,

Position of the nyT nun

The nyT nuin maintains that when '8 '8! instructs his debtor, n1%9% |n, the debtor is released
upon transferring the money, even without an express statement of avonl.

Accordingly, when the 1 gives the $100 to 'a 7x 1w at the direction of 'x 7xw': the M1 is
discharged from his debt to 2 '7xwr 'k 7 w' receives the funds as a result of the prior nx'xp;



and 1 78w becomes obligated to 21y 'Tn ‘X 78wy, because ‘X 7xawr released the original
debtor on his instruction and for his benefit.

The arrangement is therefore comparable to a person who tells a creditor to release his
borrower and undertakes to pay the debt himself, together with an additional amount in
exchange for an extension of time. The additional $10 is 201 Nax and constitutes nxix nan.

Position of the nixp

The nixp disputes the first premise of this analysis. In his view, the original debtor is not
released merely because the creditor directs him to transfer the money to another person.
Unless ' 78w expressly states av9a1, the md1 remains responsible for the original debt.

Accordingly, where no nvon1 was stated: the 131 remains liable to 'x 7xwr; the transfer to 7xw!
1 does not itself discharge the original debt; and 2 "8 does not become directly obligated to
2 |*Tn 'R 78w merely by receiving the funds.

On this approach, the direct connection necessary to characterize the additional payment as
n¥I¥Z NN is absent. If ‘X 7w expressly stated av9a1, however, the m21 would be released
and the concern identified by the nyT nun would arise.
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Rule

When a 78w causes a 121 to borrow money with n'an from 'x 78wt in the md1’s own name,
without 'x 78w knowing that the money is intended for 'x 78w ,'a 78w may collect the
agreed nan, but according to 'a 78w w0 violates N1 ;N2 nnawn permits the arrangement
because m>17 nin"7w 'x.

Explanation

For purposes of illustration, assume that 'a 7xw' asks a "1 to borrow $100 with nra from
'R v in the md2’s own name and then transfer the money to 'a 78w, however, '8 1xw! is
unaware that the funds are actually being borrowed for 'a 7xw',

The M1 borrows the $100 from 'x 7x 1w and gives the funds to 2 7x 1w 2 78w then provides
the $110 needed to satisfy the d1’s obligation to 'x 7x 1w,

According to v, the 'x 'xw' may collect the agreed n'am because he entered into the loan
believing that the m>1 was the actual borrower. 'a 78w, however, violates n'an nnayn by
arranging for the m1 to serve as an intermediary through whom he effectively obtains an
interest-bearing loan from another 7xw:.

n~ permits the arrangement because 11317 nin'7w |'X. Accordingly, the loan remains formally
between 'X 78w and the M3, and no nXiI7n is created between the two n'7x .

The xn" records the opinion of N1 as '7pm wr, but permits reliance upon that position only
7707 12w Dipna.

Notes

The qor' nxa notes that where both witnesses and the admission of 2 7x v establish that the
D1 did not act 'a 78w nin'7wa, the arrangement is not prohibited merely because 'x 7xw!
believes that there was nin'7w. The determining factor is therefore the actual structure of the
transaction, rather than 'x 7xw"’s mistaken understanding of whether the 21 acted as a n"7w.
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Rule

When the i expressly informs 'x 78w that he is borrowing the money in the name of 'a 'xwy,
the M1 acts merely as the means of transferring the funds, and the loan is treated as a direct
interest-bearing loan from 'x "xw' to a 718w, constituting nxixp naan.

Explanation

For purposes of illustration, assume that 'a 7x 1w asks a 21 to borrow $100 with interest from 'x 7x .
Unlike the preceding case, the 121 does not borrow the money in his own name. Rather, he expressly
informs ‘X 78w that he is acting on behalf of 'a 7xw' and that the loan is being made in the name of
1 N,

‘X 7w then gives the $100 to the 21, who transfers the funds to 2 7xwr -2 % w' undertakes to repay
$110 'x x v, consisting of $100 7 and $10 nan.

The nyT nun rules that this constitutes nxixj7 n'an according to all opinions. Since the M disclosed the
identity of 'a 78w and borrowed in his name, the 21 does not become personally responsible for the
debt. Instead, 2 7xw' becomes obligated once the funds reach him, and nivan niinx rests upon 7x 1w
.

Although =217 nin"w 'K, this does not permit the transaction. The 121 is merely performing the physical
act of transferring the funds—Tay xavx'x1 a1 hwyn—while the substantive loan exists directly between
'R R and 2 v

Distinction from the Previous Case

In the preceding case, the m131 borrowed the money in his own name, and 'x 78w did not know that the
funds were intended for 'a 78w, The md1 was therefore the formal borrower, subject to the dispute
concerning 11217 ninw.

Here, by contrast, the "1 expressly states that the loan is being made in the name of 2 '7xw'. The N is
not the borrower and bears no nimnx for repayment. Accordingly, the transaction is treated as a direct
loan between the two n'7x v, and the additional $10 is nxi¥p naan.
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Rule

When 2 7xqwr instructs a 1 to borrow with nan from another 2, but the M1 deviates from those
instructions and instead borrows from 'x 7xw', the payment of n'an is permitted because the M1 is no
longer acting as the n"7w of 'a 7xwr.

Explanation

For purposes of illustration, assume that 'a 7x 1w asks 'x 1 to borrow $100 with n'an from ra ™21 on his
behalf. Instead of following those instructions, ‘8 ™1 borrows $100 with nram from 'x 28w and then
transfers the funds to 2 xnwr.

7 8w subsequently provides the $110 needed to repay the loan. The transaction is permitted because
‘X M1 departed from the instructions given by -2 7xw'. By borrowing from 'x 7xqw' rather than from ma
1, he ceased to act as the n'7w of 'a 7xw' in procuring the loan.

Accordingly, the loan is treated as having been made between 'x 78w and ‘X ") It is not regarded as
an interest-bearing loan directly between 'x 1w and 2 v

Notes

The qorr n'a appears to understand that the an'n applies only where 'x 18w did not know that the funds
were ultimately intended for -a ',

The 7"w disagrees and rules that the transaction is permitted even if '8 '8 w' knew that the loan was
being obtained for 'a 7xw'. Since 'x M1 changed the instructions of 2 7x 1w, he is no longer considered
the n'7w of 2 x v,

The 270 70 ,'n"a NN, explains that there is also no concern of n'amd 'Thm comparable to the case in
'n qwo. There, the arrangement may appear to channel n'an between two n*7x 1w through a m2a. Here,
however, 'x M1 did not follow the instructions of 'a 7x ', and there is therefore no basis to treat his
borrowing as an act of xanin7 nin"w.
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Rule

When a M1 borrows from ‘X 7x 1w with nran against a jbwn, and 'x 7k w' does not know that
the j1bwn belongs to 2 "xw' or that the funds are intended for him, ‘& "xw' may collect the Dy
N1 and need not accept 2 'xwr’s later claim that the transaction was actually conducted on
his behalf.

Explanation

For purposes of illustration, assume that 'a "xw' gives a [1pwn to a 21 and asks him to borrow
$100 with n'a from ‘& 78w, The M) presents the [Dwn to ‘& 78w and borrows the money in
his own name. At the time of the loan, "X "k w' does not know that the j1bwn belongs to 'a 7xwe
or that the funds are intended for him.

The 1 subsequently transfers $100 to 'a 7xw'. When the time comes to redeem the |1bwn, the
1 78w approaches ‘X 78wy, claims that the j1Dwn belongs to him, and offers to pay the $100
[ together with the $10 nan.

'R X' need not accept 2 7xwr’s claim in a manner that would recharacterize the original
transaction as an interest-bearing loan between two n'7x w'. Even if witnesses testify that the
121 subsequently gave $100 to 'a 7xwr, they cannot establish that these were the same funds
that 'x 78w had lent to the 21. The md1 may have retained those funds for himself and made a
separate loan to 'a 78w from his own money.

The original loan may therefore remain characterized as a loan from 'x 78w to the "1, and
'R W' may collect the nxami e and release the jpwn.

Notes



The x 2 understands that the "\n'n depends upon 'x 78 w' not knowing, at the time of the loan,
that the j1bwn belongs to 'a " w' and that the M1 is borrowing for his benefit. This prevents the
transaction from appearing to 'x 78w as a loan arranged through the 1 on behalf of 2 "xw.
On this reading, the case is permitted even within '"wA’s stricter framework of "1 nin'yw wr
xninY, because ‘X 78w did not know that the 21 was acting for 2 7xw. If 'x v knew
from the outset that the |1bwn belonged to 'a 78w and that the loan was being obtained for him,
the basis of this "'n'n would no longer apply.
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Rule

When 'x 78w lends money with n'an to a o1 against a jbwn, without knowing that the jibwn
belongs to 'a "xw! or that the loan is being obtained for his benefit, the transaction is permitted
because 'a 'x ' is presumed to have transferred ownership of the [pwn to the 1, and any
later payment by 'a 7xwr is treated as payment moin 71awa.

Explanation

For purposes of illustration, assume that 'a " wr gives a [1bwn to a 21 and asks him to obtain a
$100 interest-bearing loan from 'x 7xw'. The M1 delivers the j1pwn to ‘& 78w and borrows the
$100 in his own name. At the time of the loan, 'x 7k 1w does not know that the j1>wn originally
belonged to 'a 7x ! or that the funds are intended for him. The 21 subsequently gives $100 to
1 78w, When the loan becomes due, 'a 78w approaches ‘& 78w, pays $110, and seeks to
redeem the |Dpwn.

The transaction is permitted. Since 'x 78w did not know the true background when the loan
was made, the nd7n presumes that 'a 7x ' transferred ownership of the jbwn to the m1. The
111 then pledged his own jbwn to 'x 78w and became the actual borrower.



Accordingly, when 2 7x1wr later pays the $100 7 and $10 nran to 'x 78w, he is not repaying
a personal interest-bearing loan owed to 'x 7xw'. Rather, he is making the payment '1mawa
M01a in order to redeem the jpwn.

Notes
The effect of ‘& "xw'’s lack of knowledge is twofold.

First, as the 10 explains, the arrangement does not appear to be a loan made through the m
on behalf of 2 7xw. If ‘X 78w knew from the outset that the 11 was borrowing for 'a 7xwr,
the transaction would be Inihw> axMa.

Second, the 1”w explains that the n>7n presumes that 'a 78w acted permissibly and
transferred ownership of the j1pwn to the "21. The M1 acquired the j1bwn through n>'wn and
pledged it to ‘& "xw* as his own property. The payment subsequently made by ‘2 "xw is
therefore regarded as payment m1n 7'ava.

It would be imprecise to describe this as a sale of the “entire debt.” Rather, the presumed
transfer concerns ownership of the jIpwn. That transfer allows the original loan to be viewed as
a genuine loan between 'x 78w and the M.

The case is permitted according to both w1 and n", although the basis differs. According to
N, the lender’s lack of knowledge and the presumed transfer of the jiDbun remove the concern
of nin"7w. According to n, the broader principle of 227 nin*7w 'x provides an additional basis
for anrn.
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Repledging Debt
Repledging Jewish Collateral and Assigning Jewish Debts (21-27)
Sale or Repledging of a Non-Jew’s Collateral Between Jews (45-57)
Artificial Use of a Non-Jew’s Collateral (568—59)

A Jew’s Collateral and Payment Rights in the Hands of a
Non-Jew (60-62)
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Rule

When a 21 repledges 'x 'xwr’s [Dwn to 2 78w for an interest-bearing loan, and the second debt is
secured exclusively by the [pwn, then 'x 78w may not redeem it directly from 'a 7w by paying yp
nani; however, the transaction is permitted if the 11 also bears personal nimnx for the second debt or if
'R W was unaware that his j1pun would be pledged to 2 7xwe.

Explanation

For purposes of illustration, assume that a ™1 lends $100 with nram to ‘8 78w and receives a [pwn from
him. The n21 then borrows $100 with n'an from 2 78w and delivers the same [ibwn to 2 78w as
security for the second loan.

If the ninx for the second loan, rests exclusively upon the |1pwn, and 'x 78w knows that his [pwn is
being transferred to 'a 9x v, then 'k 78w may not redeem the |1bwn directly from -2 9xw* by paying
$110. Since the second loan is secured solely by property belonging to 'x 7x !, the transaction appears
as though 'a 78w advanced money against 'x 7xw'’s |1Dwn. The ‘X 7xw's direct payment of $100 1y
together with $10 n'a to 'a 78w would therefore be treated as an interest payment arising from a loan
between the two n'7xw'.

Permitted Cases
The yy n'2v identifies two circumstances in which the transaction is permitted.

First, if the M1 bears personal nimnx for the n'ami 7 in addition to the j1bwn, the second transaction is
treated as a genuine loan from -a 7xwr to the 'x 78w .21 may then redeem the [1bwn because his
payment is made on behalf of the ma.

Second, if 'x 78w did not know that the 21 intended to repledge his [pwn to 2 78w "2 78w may
receive the n'ani qjp from ‘X 78w, Since "X 78w did not participate in or consent to the second
transaction, it is not viewed as an interest-bearing loan arranged directly between the two n"xw'.

Similarly, if '8 78w pays the M1 and the 1 then uses those funds to redeem the j1pwn from a2 7xwr,
the direct payment of n'am from 'x 78w to -2 YW is avoided.
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Rule

When a moa transfers an interest-bearing debt owed by 'k 7xw' to 'a 'xw' merely jiInva NINA,
the 'x 78w may not pay the nan directly to 'a 78w, but the 1 may receive it and then
transfer it to 2 7xwr; following a Wina 1on, however, even the subsequent nxa may not be
collected indirectly through the moa.

General Explanation

For purposes of illustration, assume that 'x 7xw' owes a $100 i together with $10 n'an. The
21 then borrows $100 from 2 781w and assigns the debt owed by 'k 7w to 'a 7w,

The permissibility of collecting the n'an depends upon the nature of that assignment.

If the debt was transferred only iInva naina, the underlying debt remains the property of the m>a.
The " retains the right to satisfy his obligation to 'a 7xw' with other funds and recover the
assigned debt. Accordingly, 'x "xw' may pay the n'ami 1y to the =01, who may then transfer
the funds to 'a 7xw'. Nevertheless, n'an in niwn, the 2 Y8 W' may not collect the n1an
directly from 'x 78w, A direct payment would appear as though 'x 78w owes nam to 'a 7xw.



By contrast, if the n21 transferred the debt to 'a 2xwr through a 1ma 1on, the debt belongs to
1 7)1 from that time forward. Any additional n'an that accrues thereafter would constitute
nan arising from a debt owed by one 7x v to another. 'a Yxw* may therefore not collect that
later n'an, whether directly from 'x 78w or indirectly through the .

Accrued and Future n'an

The 10 distinguishes between n'an that had already accrued before the assignment and nran
that would accrue afterward. If 'x 78w already owed both the 7 and the accrued n1an to the
D1 before the debt was transferred, 2 78 w' may acquire that existing obligation and collect it.
The case restricted by the x"n2 concerns nxam that had not yet accrued when the debt was
assigned.

The qoon niTij71 disagrees and maintains that 'a 78w may not receive the n'an directly from
"N 7w in either case, even if the n'am had already accrued before the assignment, disputing
the distinction between accrued and future n'an.
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Rule

When 2 78w lends his [1pwn to a "2 so that the 121 may borrow for himself, ‘& 78w may lend to the
M1 with nxan against that j1bwn, and 2 78w may later redeem it by paying the nxami 7 because the
loan was made to the "1 rather than to 'a 'xwe.

Explanation

For purposes of illustration, assume that 'a 78w lends an item to a "1 and authorizes him to use it as a
[1Dwn in order to obtain a loan for the m>2’s own benefit. The M1 then gives the j1bwn to 'x 78w and
borrows $100 with an obligation to repay $110. Since the " is borrowing for himself, the nxi7n is
exclusively between 'x 78w and the m01. The fact that the j1pwn belongs to 'a "xw' does not transform
the transaction into a nxi'7n between the two n'7xw'.

Accordingly, if the m>1 subsequently leaves or fails to redeem the 2 7w jDwWn may pay '8 78w the

$100 " together with the $10 nxan and recover his property. His payment is made to redeem the jpwn
and discharge the m2’s obligation, not as n'a upon a personal nxi'7n from "X 'xw'.

Notes

Transfer of the |1bwn to the M)

The xnn explains that -2 "8 must actually lend or transfer the j1bwn to the 1. According to the
position that n*as13 1Ay n1 ', and 12 78w cannot transfer the j1Dwn to the "1 merely by asking
another person to acquire it on the M21’s behalf.

Where the 1 is a strongman



If the M1 is an oax who refuses to redeem the |1bwn and return it to 'a Yxw, he is treated as a |71a who
pledged property belonging to another person. 'x 78w must therefore permit 'a 78w to redeem his [1Dwn
directly.

The final clause addresses a narrower case: if the 21 is such an oax that, had he personally appeared to
redeem the [Dwn, the "X "8 would have been compelled to return it to him without collecting nxan, then
'R v must likewise allow 2 78w to redeem it without ntan.

If the m21 is not an oax and = 'xw' is able to compel him to redeem and return the j1pwn, the 'x 7xwr
may refuse to deal directly with 'a 7xw' and say ax 1T a7 2va IX7. The "2 78w must then pursue
the mda rather than demand the j1bwn directly from 'x 7xwr.
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Rule

When 'k m21 borrows a j1bwn from 2 78w and directs 'a 78w to deliver it to 'a M1 so that moa
2 may obtain an interest-bearing loan for 'k 23, the arrangement is permitted where 'x "2
becomes immediately responsible to 2 7w for returning the 1bwn upon its delivery to 'a .

Explanation

For purposes of illustration, assume that 'k 21 wishes to obtain an interest-bearing loan from
‘N 78w and he asks 'a 78w to lend him a j1bwn, but directs "2 'x 1w to deliver the jipun
physically to 'a =21 ."a n21 will then pledge the j1bwn to ‘& 78w and obtain the loan for the
benefit of ' M1 'K M01 expressly undertakes that immediately upon 'a 7xw' delivering the
[1Dwn to 2 M1, he will become obligated to return the [1bwn to 'a 78 w'. The |bwn is therefore
regarded as having been lent to ‘x 23, even though it was physically delivered to 'a 21 at his
direction.

2 21 subsequently pledges the jpwn to 'x 78w, borrows $100 with nran, and transfers the
loan proceeds to 'x M1. The transaction is permitted because 'a 78w merely lent his property
to 'x 0 for the latter’s use, while the interest-bearing loan was made to the 21 and not to

Wy} Q11N
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Rule

When 'k xw transfers his jbun to 'a 78w through an actual conditional n1n, under
which 'a 78w must return it if the designated i pays the agreed ntai |y, the
arrangement is permitted because no nxi'7n exists between the two n'"*xw'; a mere
xn'TIX that the jIbwn belongs to the "’ is insufficient.

Explanation

For purposes of illustration, assume that a "1 wishes to borrow $100 with nxan from ra xwr.
The " directs 'x 78w to arrange the loan and transfer the proceeds to him. 'x 7xw' owns a
|1pwn that will be used in connection with the transaction.

According to the 170, the "X 78 w' does not merely pledge the j1Dwn as security for a personal
nxN7n. Rather, he transfers the j1pwn to 'a 7xw' through a genuine n1on, subject to the
condition that if the designated a1 pays 'a 7xwr the $100 7 together with $10 nian, the 7nwe
< will return the jpwn.

2 78w then provides the $100, which 'k 7wt transfers to the ). Since 'x 78w has sold the
|1Dwn subject to a condition, rather than borrowed money from 2 7xwy, there is no nxii7n
between the two n'7xw'. The later return of the jIpwn upon payment of the agreed amount is
the fulfillment of the 'xan in the n1'an, rather than the collection of n'am from ‘& 7xwr.

Notes

The qor' nxa argues and understands that although the ni7n may be permitted to receive the
payment, the 7xw' acting as the intermediary commits an io'x.



The n~a suggests that 'x 7xw' may transfer the j1pwn to the =21 through xnix "7 by
acknowledging that the j1pwun belongs to the m21. The 10 rejects this explanation. Although an
NXN'TIX may operate in ninmn 17 because n*TY nXNd |'T 7¥2 NXTIN, a false acknowledgment
cannot remove an nxan 110'R. The ‘X 78w cannot make an otherwise prohibited transaction
permissible merely by declaring that his property belongs to the mna.

The 10 therefore explains that the transaction is based upon an actual 'xan 2y nnon. The xwe
‘X transfers ownership of the j1pwn to 'a 7xwr, with the condition that it must be returned if the
designated 21 pays the specified n'ani y.



('N TRwT)
NN 7 IR MmN
DN ,'NIN 7Y (DR
TR 7 07w
X ‘79 ThN NN

("N 7we)
niyn "7 ni?

NN 2 YRIwn jownn
NI
$100 jpwnn wa —
1017 N'w ~
7 7 \
/ A \
I \
I \ X ‘M7 N iqerr na
NN 2w o
I ‘ KN'TIX |17 N2
an 7w anon o
| i
[pwn 1
('x e 2w ) $100 $100+%$10
! 1210 112V DITYN
I
I I
I !
\ /
N aaw /
-.) N 4
<« -




Diagram 28

o Y truo n"ol-’ Inlo NnYT NI ,1|1” |n'1IW

IR' RIDL [2AXYY [DYRAD [N 17 MK 2 X1 ,[DYND 7Y 1122 01D TAVY Ay e
,12¥NN NN DX T NIYAD 22V 2N, 1007 KT [DYAD 1 ,ARY ]21,7'Nivn 77
NYY TYn i N7 DYiN 'K D121 TAIYALITY MNIYA R121Y TY 1Y YR 2l

DXI .0'2DID T2V NN 72 Y07 ' 7id' — Anind INY Y XY W2 ,010N
AN A X791 'NN — 22YY 7"2W2 NN YI9T 21X DX 9! DD T2IYA

Rule

When 1 7w receives and sells the m2’s [1pwn but delays transferring the proceeds, ‘& v
may collect the entire n'ani 7 from the md1, who remains personally liable, even though the
121 may then compel 'a 7xw' to reimburse him for the additional n'a caused by the delay.

Explanation

For purposes of illustration, assume that 'k 7xw' lends $100 with nran to a a1 against a [pwn.
The m21 subsequently instructs 'x 'x v to deliver the bwn to 'a 7xwr, who will sell it and use
the proceeds to satisfy the debt owed to 'x v,

'R e delivers the [bwn to 'a 78w for sale. 2 '7xawr sells the [1pwn but delays transferring the
proceeds. As a result, additional n'an accrues before ‘& 78w receives payment.

The 21 remains personally liable for the original debt throughout this process. 'x 78w may
therefore collect from the M1 the entire $100 7 together with all n'a accrued until payment
actually reaches him.

If the 21 then compels 'a 7xw' to reimburse him for the additional n'an caused by 2 "xwr's
delay, the payment is permitted. 'a 78w is not paying nxam to 'x "' pursuant to a nxn7n
between them. Rather, he is reimbursing the m2a for the loss caused by his failure to transmit
the sale proceeds promptly.

Notes

The an'n depends upon the 21 remaining personally liable to 'k 7xw'. If 'x 78w had released
the m21 when the |1bwn was delivered to 2 78w 2 78 Wr’s subsequent obligation to pay 7z
'R could be viewed as a direct obligation between the two n*7xw'. Any additional payment for
the passage of time could then involve nian.

The 10 questions this ruling in light of 'n g'wo, where n"9> by the 121 may create a concern of
nin'7ws 'tnm. Here as well, the nd1 ultimately compels 'a 7w to pay the additional amount
corresponding to the nxan collected by ‘& 7xwr. The qodn niTi7 explains that there is no



concern of nin*7v in the creation of a nxi7n. The 2 "' was appointed only to sell the j1pwn.
His later payment results from his delay in carrying out that sale and is therefore not treated as
NN paid pursuant to a nxi7n between the two n'7xw.
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Rule

If the 21 forces 'a 1w to pay the additional nan directly to ‘s 'xwr '8 78w may not
accept or retain the payment; if he received it, he must return it to 'a 7xw' because the
payment is treated as n'r'7a rather than as a valid discharge of the ">2’s debt.

Explanation

This case continues the arrangement discussed in the previous diagram. 'x 7xw' lent money
with nxan to a M1 against a [1pwun. The m21 then gave the 1bwn to 'a 78w to sell, but 'a 78w
delayed transferring the sale proceeds. As a result, additional n*a accrued on the 1’s debt to
NI

The nyT nin adds, however, that the 21 may not force 2 78w to pay that additional amount
directly to 'x &, If the m21 does so, & 7xw' may not accept the payment. If he has already
received it, he must return it to -2 7w,

The reason is that the m1’s debt to 'x 7xw' does not permit him to take money improperly from
1 98w and use it to satisfy his own obligation. The nyT nun compares this to a debtor who
steals identifiable property from another person and gives it to his creditor in payment of his
debt. Since the stolen property remains |'va in the creditor’s possession, the creditor must return
it to its owner. This is certainly true where the 131 compels 'a 7xw' to transfer the payment
directly to "N xw.
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Rule

'R 78w may serve as an intermediary for an interest-bearing loan between 'a 7xw' and a "),
provided that 'a 7xw' accepts ni'anx for the money and the jibun while they are in the possession
of 'x 1xwy, so that the loan remains exclusively between "a 7xw' and the na.

Explanation

For purposes of illustration, assume that a 21 asks ‘x 78w to obtain a $100 interest-bearing loan from
1 78w against the mdY’s bDwn. The 'R 78w may serve as the intermediary for all stages of the
transaction. He may receive the jpwn from the 21 and deliver it to 'a 7x w1, bring the $100 from 1 75w
to the 2, later collect the $110 from the 23, and return the j1pwn to him.

The arrangement is permitted only if 2 7w treats ‘% 78w as his n*7w and accepts ninx for the
relevant property throughout the transaction:

The [pwn is 2 78w nimnxa while 'k " wr transports it from the =1 to ' 7xwe.
The loan proceeds are 2 "xw' nimnra while ‘X 7w transports them to the 1.
At the time of repayment, the n'ani 07 become ra 7k nimnxa immediately upon leaving the
possession of the ma.
e ‘X 7xw' then returns the j1Dwn to the M1 as the n™7w of 2 7xw!,



Since "X 7xwr bears no independent nimnx for the loan, he is merely an intermediary. The substantive
NXII7N remains between 2 'x 1w and the 23, and ‘a2 7xw' may therefore receive the n'ani hj through
NN,

Notes

The w”r1 requires 2 78w to expressly accept nimnx for both the money and the [1pwn while they pass
through the hands of ‘& '7xw:.

If 2 78w does not trust 'x 7w after disclaiming liability, he may accept this 1272 niinx without
informing him. Alternatively, he may stipulate that 'x 78w will not be believed to claim oaxa or Tanxa
without witnesses.

The n~a understands that Tay'Ta these express statements may not be indispensable, because it is
presumed that 'a 78w intended to structure the transaction W\n'na and accepted the necessary nimnx.

Subsequent Claim That the j1bun Belonged to 'x Txwr

If '8 78w later retracts his original statement and claims that the j1bwn always belonged to him rather
than to the 'a '7xaw' ;101 need not accept the retraction and 'a 78w may rely upon the original
representation that the j1bun belonged to the m01. Nevertheless, if 2 '7xw' is concerned that the later
claim may be true, he should not accept the payment directly from 'x 7xw'. Instead, he may retain the
[1pwn until the "1 personally appears and pays the nxani y.

The x"nn adds that 'x 7xw'’s later claim is not accepted even if he offers to swear or produces witnesses
that the [1pwn belonged to him, because he originally admitted that it was not his. The x i disputes the
NX"n7’s ruling concerning witnesses.

If it becomes conclusively known that the jibwn truly belonged to 'k 781w, the 'a 78w' may not collect
n1an from him. A person who deliberately structures the transaction through a false representation is
called a ywn.
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Rule

When the M1 delivers the [1bwn to ‘% 78w before 'a 78w advances the loan, the x'nn permits
'R to bear nimnkx for the [1pwn; however, once the money is advanced, nivnn nimnx must
rest upon a I

Explanation

For purposes of illustration, assume that a M1 intends to obtain a $100 interest-bearing loan
from 2 '7xawr through ' 78w, who will serve as the n'2w or n1010. Before 'a ''xw' advances
any money, the M1 gives his [1pwn to ‘X xw' R IR subsequently delivers the jbwn to 7xw!
1, who lends $100 to the a1 through '& 7nwr.

Under the general ruling of the 2 78 w' 7Ny |n721w must accept nimnk for both the j1bwn and the
money while they pass through the hands of 'x 7xw'. This ensures that 'x 7xw' acts solely as
the n'7w of 'a 78w and is not treated as personally borrowing or lending the funds.

The xnn distinguishes a case in which the M1 delivered the jibwn to 'k "k before "2 7xwr
agreed to or advanced the loan. Since ‘X 78 w' received the |bwn before the nxi7n existed, his
possession of and nimnx for the j1Dwn do not connect him personally to the subsequent
interest-bearing loan. Accordingly, even if [punn NNk remains upon ' 78w during this
preliminary stage, the transaction is permitted. nivnn nimnx, however, must rest upon 2 1w
once the loan proceeds are advanced and transferred through 'x 7w to the M.

Notes

The critical distinction is not merely whether 'a 78w expressly recites a particular statement.
Rather, the issue is who bears nimnx at each stage of the transaction.

Where the jbwn is first placed in the hands of 'k 7xw' as part of the interest-bearing loan, the
Y [N7IY requires [1DwNN NIMNX to rest upon 'a xw.

Where the 21 delivered the [1pwn to ‘& 78w before the nxi'7n was created, the xnn rules that
'R 78w may bear [pwnin nimnx. His possession originated independently of the loan and



therefore does not make him the borrower from 'a 78 w'. Nevertheless, niynn nimnx must
always rest upon 'a 78w while the loan proceeds are being transported to the 10a. [see 00T
2! 770 nwn regarding when the stipulation for responsibility over the collateral is effectuated.]
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Rule

In an otherwise permitted transaction arranged for a 21, if '8 78w agrees to pay 'a 7xw' one rate of
nan but separately charges the 21 a higher rate, the difference belongs to 'x 7xw.

Explanation

For purposes of illustration, assume that a 21 asks 'x 78w to arrange a $100 interest-bearing loan from
1 78w on his behalf. ‘& 78w agrees with 12 7x 1w that $110 will be repaid, consisting of $100 7 and
$10 n'a. Separately, 'x 78w agrees with the M1 that the i will repay $120, consisting of $100 1y
and $20 nan.

When the transaction is repaid, 'x & wr pays $110 to 'a 78w and retains the additional $10. The excess
belongs to 'x 7xw' because it arises from his separate agreement with the 21 and is not part of the
amount owed to 2 78 w'. The additional $10 is not n'am paid by one 781w to another. It is the difference
between the two independently negotiated rates and belongs to 'x "xw' as the intermediary who
arranged the transaction.
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Rule

If the ™21 refuses to repay the loan, the YNy |n71Iw exempts 'k 78w from paying 'a 78w from his own
funds; the x“nn requires 'x 78w to pay unless he identified the 131 by name when the transaction was
originally arranged.

Explanation

For purposes of illustration, assume that 'x 78w arranges a $100 interest-bearing loan from 'a 78w for
the benefit of a 1. The loan is secured by a j1pwn, and the m>1 undertakes to repay $110. The o
subsequently proves to be an n'7x and refuses to repay the loan. The issue is whether 'x 78w, who
arranged the transaction, must satisfy the debt from his own funds.

According to the 1Ny |n71w, the ‘& 78w is not personally responsible for repayment. He acted only as an
intermediary in arranging the loan for the M1 and therefore need not pay the nxami qy from his own
pocket. 2 78w must look to the 1131 and the j1bwn for repayment.

The x"nn cites an opposing view that requires 'x 78w to pay -2 78w from his own funds. However, if
X 1w identified the particular M1 by name when the loan was arranged, he is exempt. By identifying
the 'x 7xaw' 1101 makes clear that 'a 9xwr s relying upon that 131 rather than upon 'x 7w personally.

Notes

The nyT nun understands the obligation recorded by the x'nn as arising from an a1 relationship. When
'R 7w arranges the loan without identifying the 3, he is treated as having accepted responsibility for
repayment if the 21 defaults.

The 10 understands the obligation differently, connecting it to 'nna. On this approach, ‘X 7k w' does not
necessarily owe the debt as an independent borrower or 11y. Rather, his liability arises from having
caused 1 78w a loss through the manner in which he arranged the transaction.

If 2 98w knew from the outset that the m31 was an n'7x, there is a basis to exempt 'x 78 w' under both
approaches (see Th 70 Darx |'n'1a Np'7N):

e According to the nyT nin, the 2 78w did not reasonably rely upon ‘X "' as an 27 in light of
the known circumstances.

e According to the 10, the 2 78w was forewarned of the risk and therefore lacks a claim based
upon mna.
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Rule

At the outset of the transaction, 'x 78w' may not personally undertake to repay the p
nani, because this makes the arrangement appear as though he borrowed from a e
and then relent the money to the '21; however, after the loan was validly made for the
), the ‘X 78w may use his own funds to redeem the jbwn.

Explanation

For purposes of illustration, assume that a 1 asks 'x 78w to arrange a $100 interest-bearing
loan from 2 78w against the md1’s [pDWnN.

The loan must be structured from its inception as a loan from 2 7xwr to the M1, The 'x xwr
therefore should not state at the time of the loan that he personally undertakes to repay the
$100 y? together with the $10 n'an. Such a statement creates the appearance that 'x 7x 1wt is
the actual borrower from 2 78w and is subsequently lending the money to the ma.

Nevertheless, if the transaction was properly structured at the outset and 'x "xw' later wishes
to redeem the 1pwn using his own funds, 'a 78 w' may accept the n'ani e from him. That later
payment does not retroactively make 'x 1k the original borrower; it is merely a payment
made to redeem the "2’s |DWnN.

Notes



The |'n1a nP'7n explains that a personal undertaking by X 2xawr is axixp nanm nira%? anp,
although it is not necessarily full-fledged nxixj n'a because the parties know that the
underlying loan was made for the a1 rather than for 'x 7xw'.
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Rule

'X 18w may redeem the MD2’s [bwn with his own funds only if 'a 78w' voluntarily agrees
to accept the n'ami by and release the jpwn. If 'x 7xw! attempts to redeem it contrary to
the wishes of 'a "xw', the redemption constitutes nixnn.

Explanation

For purposes of illustration, assume that 'x 7xw' arranges an interest-bearing loan from 7xw!
2 for the benefit of a 'a 7xw' .21 advances $100, which 'x 78w delivers to the M2, and
receives the md1’s [Dwn as security for the loan.

The loan was made on the understanding that the j1pwn would remain in the possession of
1 7w until the 1 redeemed it by paying the nrani . The ' 78w therefore expected that
the n'am would continue to accrue until the n>1 chose to redeem the |bwn.

'R 1w may later offer $110 from his own funds to redeem the jibwn. If 2 7x 1w voluntarily
agrees to accept the payment and release the |bwn, the redemption is permitted.

'R 78w has no right, however, to compel 'a 78w to accept an early redemption. By doing so,
he deprives 'a 7xwr of the potential n'am that would have accrued until the 21 redeemed the
Ipwn. Such conduct does not necessarily constitute prohibited n'am, but it is considered nixnn
because it alters the basis upon which 'a 72x ' originally agreed to make the loan.
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Rule

When a2 'xwr is entitled to sell the Md2’s ' 78w (Jbwn cannot prevent the sale merely because
the m’ is an n'7x and may retaliate against him, since 'a '78hw' has no obligation to suffer a loss on
account of 'x "xw'’s relationship with the ).

Explanation

For purposes of illustration, assume that a M1 asks 'x 78w to arrange a $100 interest-bearing loan from
1 78w, secured by the Md1’s 12 7nnwr [bwn advances the $100 through '~ 78w and receives the j1pwn
as security.

After the appropriate time has passed, 'a 7xw' wishes to sell the j1bwn in accordance with the terms of
the transaction. 'x 78w objects and warns that the 21 is an n7x who may threaten or harm him if the
[IDwn is sold.

1 78w is not required to accept this objection. His rights are governed by the transaction arranged with
‘R v and by the 1bwn held as security. He has no independent relationship or obligation toward the
D).
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Rule

Where 2 78w expressly appoints 'x 7xw' as his n*w to transfer the money and |pwn
between him and the 'x 782w ;01 may prevent a 78w from selling the j1>wn when the
sale would expose him to harm from the n'7xn D).

Explanation

For purposes of illustration, assume that a M1 asks 'x 78w to arrange a $100 interest-bearing
loan from 2 78w against the md1’s ‘2 '7xwr LjDwn expressly appoints ‘X 78w as his n'7w to
deliver the money to the 11, receive the [1Dwn, and complete the later repayment and
redemption process.

When 1 78w subsequently wishes to sell the jbwn, the '® 78w warns him to not sell. In this
case, "2 7w must take the objection of 'x 7xw' into account. Since 'a 7xw' expressly
appointed 'x 78w as his own n'"7w in dealing with the ' 7xw' ;21 may object to an act that
would expose him to danger or retaliation from the 2.

This differs from the ordinary case addressed in the preceding diagram. There, ‘X 7xw' merely
arranged the transaction on behalf of the 31, and 2 78w could argue there is no privity with
the M1, Here, however, ‘X 78w acted pursuant to the express appointment of 2 7xw'. The
relationship between a 'xwr and 'k 'xwr therefore prevents 'a 'xwr from disregarding the risk
that the sale would create for his own n'7w.
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Rule

Where the [1bun was delivered only after the loan, and 'x '8! acted solely as the n'yw of
= 1w without ever bearing ni'anx for the jbwn, the wia? rules that 'x 78xw' may prevent
2 78w from selling it when the sale would expose him to harm from the n'7xn . If

2 78w nevertheless sells it and ‘& 78w suffers a loss, 'a 'xw' must compensate him.
The 70 rejects this distinction and permits 'a ''xw! to sell the jipwn.

Explanation

For purposes of illustration, assume that 'x 78w obtains a $100 interest-bearing loan from

7 7xwr for the benefit of a 0a. At the time the money is advanced, no |bwn is delivered. 7x 1w
'R acts solely as the n'7w of 'a 78w in transmitting the loan proceeds to the 2. Only afterward
does the M1 provide a j1bwn for the loan.

According to the wia%, since ' 7xw' never bore nink for the j1bwn and acted solely as the
n*7v of 2 Y v, he may object when a 7xwr later wishes to sell it. If the 21 is an n7x and the
sale would expose ‘X 78w to harm, '® 78 w' may protest the sale.

If 2 78w disregards the objection, sells the j1pwn, and thereby causes harm to 'x 7x v, the
wia? rules that 'a 78w must compensate him.

The 10 rejects this distinction. He notes that the case of the w~xn itself involved 'k 7xw' being
sent to obtain the j1pwun from the 21 while jDwnin nimnx rested upon a2 78w, Nevertheless, the
w~N1 did not rule that ‘& 7xwr could prevent 'a 7xwr from selling it. Accordingly, the fact that the
[1Dwn was delivered only after the loan does not restrict the right of 2 7x 1w to sell it.
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Rule

A Jew may serve as an intermediary for an interest-bearing loan between another Jew and a m»
only if he does not assume independent ni'anx for the money during its delivery or return.
Ordinary liability as a na'n "'niw or "Ow niw does not invalidate the arrangement.

Explanation

For purposes of illustration, assume that 'a 7xwr gives $100 to 'x 78w and instructs him to lend the
money to a M21 with 'k 7x ' .nran transfers the $100 to the 1 and later receives $110, consisting of
$100 7 and $10 nan, for delivery to 2 7w,

The arrangement depends upon the ninx borne by ‘X 78w while the money is in transit.
If ' 78w assumes independent nimnx for the funds during either stage—n>"11na, while bringing the
$100 to the 21, or nxana, while returning the $110 to -a 7xw'—2 78w may not receive the nran from

him. The same restriction applies if the payment is delivered through a further intermediary, even through
a chain of agents nxn 1.

In such a case, the heightened nimnx connects 'x 7x 1w personally to the funds and prevents him from
being viewed merely as a n*7w transmitting money between 2 7xw' and the .

If, however, ‘X 78w bears only the ordinary liability applicable to a 'niw, the arrangement is permitted:

e An unpaid intermediary may bear the ordinary liability of a na'n "iw.
e A paid intermediary may bear the ordinary liability of a 10w "niw.

These standard obligations do not transform 'x 78w into the substantive borrower or lender. He remains
an intermediary, while the underlying loan is between 2 78w and the 0.
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Rule

"N X' may obtain an interest-bearing loan from a ma for 2 "xw' and transmit the nrani yp
between them, provided that the m21’s sole recourse is against the pwn and ‘X 7xw' bears no
personal nianx for the debt.

Explanation

For purposes of illustration, assume that 'a 7xw' asks ‘& 78w to obtain a $100 interest-bearing
loan from a 21 on his behalf. "2 78w gives 'R "k w' a bwn to secure the loan.

‘X 7w delivers the [1pwn to the M0, receives $100, and transfers the money to 2 7w, Upon
repayment, ‘8 78w may collect $110 from 'a 7x 1w and deliver the n'ani e to the M.

The arrangement is permitted only because "X "X @' remains a n*7w and does not become
personally obligated to the m>1. The 21 must rely exclusively upon the [1un and may not seek
repayment from 'x 7x v if the debt is not paid.

If the j1bwn is not sufficient to secure the full ‘& 78w ,nan1 1 should expressly state to the 2
that he is not personally liable. This makes clear that ‘& 78w accepts no personal liability and
that the md1’s sole recourse is against the jpwn.

The 7"w distinguishes between two types of jpwn:

e |[f the |bwn is sufficiently valuable, it is presumed that the m>a relies solely upon the 1pwn
and not upon ‘X 78 w'. An express statement may therefore be unnecessary.

e |[f the jbwn is not clearly sufficient to cover the full obligation, 'x 78w must expressly
disclaim personal ninx.



Some nannx recommend making the express disclaimer even where the |bwn is sufficient, so
that it remains entirely clear that 'x 7xw' assumes no personal responsibility for the debt. See
7”07 770 ,|'M"12 NN,
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Rule

Community representatives may borrow from a m1 with n'an for communal needs and
subsequently receive reimbursement of the nami Wy from the 7ap, notwithstanding that the
representatives bear personal nimnx for the loan; however, the x'n1 emphasizes that this is a
customary leniency without a fully established "n'a.

Explanation

For purposes of illustration, assume that 7njn 'a'nin borrow $100 with nran from a 2 for the benefit of
the 7np. The o'arnan are personally responsible to the 1 for repayment and then transfer the $100 to the
“np for communal use. When the debt becomes due, the 7nj7 gives the $110 n'arnan, consisting of $100
N7 and $10 corresponding to the n'an owed to the M21. The na'nan then pay the $110 to the .

Although this arrangement appears to involve the 7np paying an additional amount to the na'nn, the
XN records an opinion permitting it. The na'nan are viewed as n'oioNnvIox acting for the communal
body, comparable to an o'min' 7w oi9nvIoK, rather than as independent lenders advancing their own
money to the 7nj7. The x"n1 nevertheless concludes that the basis of this "\n'n is not valid.

Notes

The 170 questions the basis of the 'n'n, since the arrangement appears to resemble a classic
interest-bearing loan: the n'arnin become obligated to the m21 and then receive a greater amount from the
7njp. He suggests possible grounds for the leniency. One possibility is that the money was borrowed 11x%7
nixn, providing room for leniency where there was no express nxam nx'xj7 between the na'nin and the
7np. Alternatively, if the m>1 understands from the outset that the 7nj7 will ultimately provide the
repayment, the n'a'nin may be viewed as assuming nimnx comparable to an 2y, rather than lending
their own money to the 7np.

The xa appears to offer a more fundamental explanation: each member of the 7njz is treated as having
borrowed his respective share of the money directly. The n'arnin merely arrange and administer the
communal loan, and the payments received from the 7ny7 are therefore not repayment of an
interest-bearing debt owed to the n'arnin.
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Rule

Even where 7njn 'a'nan may borrow from a 21 with n'an for communal purposes,
individual members who subsequently advance funds for the communal repayment may
not receive a credit or deduction greater than the amount they advanced, because the
excess is borne by the remaining members and is treated as n'am between them.

Explanation

For purposes of illustration, assume that the 7ny consists of ten members and owes a $100 "oa.
Two members advance $50 each, for a total loan of $100, enabling the 7nj? to repay the .

The 7nj7 may later reimburse each lender $50, equal to the amount he advanced. It may not,
however, credit each lender $60. If each lender receives $60, the two lenders receive a total of
$120—%$20 more than the $100 they advanced. Since the additional $20 is borne by the other
eight members of the 7nj, the arrangement is treated as though the members borrowed from
one another with n'an.

The issue is not merely that some members paid their assessments earlier than others. The
prohibited case is where certain members advance funds for the communal obligation and
are later credited with more than the amount advanced.
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Rule

When the '7nj7 appoints n'1'j7o to construct a communal building and agrees to bear the full cost of
construction, the 7aj7 may reimburse them for the total expense, including interest paid on a loan
obtained from a i to finance the work. The added amount is treated as a construction expense,
not as n'a upon a loan from the o179 to the 7ap.

Explanation

For purposes of illustration, assume that the 7nj7 appoints o179 to construct a noa>n n1a and agrees to
accept the completed building at its total cost.

To purchase the necessary materials and pay the construction expenses, the o179 borrow $100 from a
121 with an obligation to repay $110. They then spend the $100 directly upon the communal building.

The 707 may reimburse the o179 for the full $110. This payment is not viewed as repayment of a $100
loan from the o' 179 to the 7nj together with $10 nan. The o' 17o did not lend the money to the 7nyz;
rather, they incurred expenses while fulfilling their appointment to construct the building.

The financing cost is therefore included among the expenses of the project, comparable to a merchant

who calculates transportation and labor expenses as part of the total cost of merchandise. It is not Nax
av), but part of the amount required to complete the work.

Essential Conditions

The an'n is not a blanket rule permitting any communal representative to charge financing costs to the
7nj. The case rests upon the following structure:
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Rule

When 7nj7n wxn borrows from a "2 against his personal jpwn to finance an authorized
communal project, the 7nj7 may treat the resulting financing cost as part of the project’s
expenses. Accordingly, the 7nj7 may reimburse him or exempt him from an equivalent
communal assessment while he continues paying the interest.

Explanation

For purposes of illustration, assume that the 7nj needs $100 to construct a lodging facility for
poor travelers. 7npn WX pledges his personal property to a 121 and borrows $100 with interest.
He then transfers the full $100 to the 7nj for the construction project.

7npn wrn pays the interest to the md1 from his own funds. He later asks the 7nj7 to reimburse
the $100 principal. The 7nj7 asks him not to press immediately for repayment and agrees that,
for as long as he continues paying the interest on its behalf, he will be exempt from his regular
communal assessment for the n'n1Ix non facility.

The 1910 onn rules that the arrangement is permitted. The payment made by the 7nj is not
viewed as nam upon a loan made by 7npn win to the 7njr. Rather, the principal and interest are
part of the total cost incurred in completing and financing the communal project.

This is comparable to a namxa jni xwinn who includes transportation, labor, and other expenses
in the total cost of the goods. Here too, the financing expense is included in the cost of the
communal construction.

The Initial Concern



The local a0 initially questioned the arrangement. Since the 1 relied exclusively upon the
personal jbwn of 7npn w1 ,7njpn Wik appeared to be the actual borrower from the m>1 who
then lent the money to the 7njr. The exemption from his communal assessment could therefore
appear to be compensation for waiting to receive repayment, or nxixp ntan.

The 1910 onn rejects that characterization in this particular case. 7njpn wx1 did not advance
money to the 7np as an independent loan. He incurred financing expenses in carrying out a
communal construction project that the 7n7 had undertaken to fund.

Moreover, the continued payment of interest allowed the 7nj7 to avoid immediate collection
pressure while maintaining the n'nix non facility. It is therefore more precise to describe the
exemption as an allocation of communal project expenses, rather than as a “partnership” or as
interest paid for an extension of a private loan.
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Rule

‘R 87w may transfer to -2 'xwe all of his rights in the md2’s j1bwn, after which 'x xwr
receives the n'am accrued before the transfer and 'a 7x1w' receives the n'an accruing
afterward. According to the nann, an express declaration of sale is required; according to
the x"nn, a simple transfer of the jbwn is sufficient because the parties are presumed to
intend a permitted transaction.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 with n'an to a "1 and received a
[Dwn as security. Before transferring the $10 ,j1own of n'an accrued.

‘X 78w then brings the jbwn to "2 7w 2 75w gives $100 to 'x 78 wr, and "X 78w transfers
to him all of his rights and Tiavw in the jpwn.

This transaction should not be described as an ordinary loan from 'a 7xw' to ‘& xw'. Rather,
'R 78w sells or assigns his rights in the jpwn to 2 7xw'. According the the nann, he must state
explicitly declare he is selling all his rights to the |pun; however, the x"nn argues there is
presumption to intend a permitted transaction.

Assume that another $10 of n'an accrues after the transfer. When the 21 redeems the jipwn:

e ‘N7 receives the first $10, representing the n1am accrued before the transfer.
e 17w receives $110, consisting of the $100 principal and the $10 n'a accrued after
the transfer.

The arrangement is permitted because the relationship between the two n*7xw' is structured as
a genuine transfer of rights in the [1pwn, rather than as an interest-bearing loan from 2 7xw' to
NI,
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Rule

After 'x 'xw' has transferred all of his rights in the "22’s j1pwn to 'a "xw' ,'a 8w may voluntarily
transfer the |bun back to 'x 78w in exchange for the |hj7 and nan accrued while it was in his
possession. This is treated as a new sale rather than as n'an on a loan between the two n"ixawe.

Explanation

For purposes of illustration, assume that a 1 borrowed $100 with n'a from ‘% 78w and gave him a
R | pwn subsequently transferred the j1pwn and all of his rights and Tiavw in it to 'a 7xwr in
exchange for $100.

After additional n'am accrues, 'a 'xw' may voluntarily agree to return the jpbwn to 'x 78w in exchange
for the $100 | together with the n'a that accrued while 12 78w held the rights in the jipwn.

This payment is permitted. The original transfer from 'x 787w to 2 78w was treated as a genuine n1'an
of the rights in the j1Dwn, not as a loan from 2 78w to ' 78w, Accordingly, the later transfer back to
'R 7R s treated as a new n1'on rather than as repayment of a loan with nran.

The x"n1 adds that 'x 7 w' has no automatic right to redeem the jipwn from 2 7xw'. Since 2 78!
acquired the j1bwn and its associated rights through a nnma n1on, the jbwn is treated entirely as his until
the o1 comes to redeem it.
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Rule

When 'x 7xw' transfers only the ma’s j1pwn to 'a 78wy, but retains the underlying debt and the
right to collect from the 'a 7xw' ,m01 may not use that j1Dwn to secure an interest-bearing loan for
himself from 'a 78w, because the n'an paid by 'a "xw' comes from his own funds.

Explanation

For purposes of illustration, assume that a ™21 borrows $100 with nran from 'x Yxwr and gives ‘X ' a
[1pwn.

‘X 78w then transfers the jpwn to 'a 'xwe, but does not sell him the underlying debt or all of his rights
against the 1. The -2 7% wr uses that j1pwn to borrow $100 with nran from a 78w for his own
purposes.

When the second loan becomes due, 2 78 w' cannot pay $110 “a 78w in order to redeem the [1Dwn
because the additional $10 is paid from the personal funds of 2 78w pursuant to his loan from 'a 7xw'.

Distinction from the Previous Case

In the permitted case of 'x 7xw' ,n qyo sells 2 2xw all of his rights in the jpwn. The future n'an then
arises from the j1pwn and belongs to 2 7xwr. If 'k 7R later pays a greater amount to acquire the j1pwn,
the transaction is treated as a new n1'on. Here, however, 'x 7k transfers only the physical jipwn to

7 78w so that a2 "xwr may use it to obtain his own loan. The underlying obligation of the ™1 remains
payable to 'x 7xw'. Accordingly, the payment of n'an by 2 78w to ‘a 78w is a personal interest
payment upon a loan between two n"/xw'.
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Rule

When the m>1 redeems the jibun directly from a2 7xw' by paying the entire n'ani |y, the
7 18w may transfer to 'x 78w the portion of the payment representing the nan that
accrued before 'x Txw' sold his rights in the |bun to 2 Txwr.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 with n'an to a "1 and received a
[pwn. Before 'x 78w transferred his rights in the $10 ,j1pwn of nan accrued.

'R 78w then sold a 7xwr all of his rights in the jpwn for $100. After the sale, another $10 of
nan accrued. When the M1 redeems the |1Dwn, he may pay the full $120 directly to 2 7x 1w,

21 78w retains $110, namely the $100 17 and the $10 n'an accrued during his ownership, and
transfers the remaining $10 to 'x 7xw' as the nan that had already accrued before the sale.

This is permitted because 2 78w is not paying n'an to 'x 78 w' upon a loan between them.
Rather, he is distributing the m22’s redemption payment according to the respective rights that
each 7xawr holds in the [bwn.

Notes

Nn later points out that 2 78 w' may acquire '® k! rights in the 22’s [Ibwn through payment
alone, even though the jpwn remains physically in the possession of ‘X 7xw'. Nevertheless, it is
preferable for another person to acquire the j1pwn on behalf of 2 'xw.
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Rule

When 'x 7xw' transfers the '02’s [bwn to 'a 78w merely as security for a loan, they may
stipulate that 'a "x"w' must return the jDun when 'x 78w pays the nani 1y due to him. The
payment is permitted because 'a 78w relies upon the 'da’s [Ibwn, rather than upon the personal
obligation of 'x 1xqwr.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 with nram to a 21 and received a [pbwn.
Before the [Ipwn was transferred, $10 of nxan accrued.

'R R then gives (not sells) the [bwn to -a 78w and receives $100 from him. They stipulate that when
'R later comes to redeem the |1bwn by paying the amount due to 'a 7xwr /2 v W' must return it.

Assume that an additional $10 of n1an accrues after the [pwn enters the possession of 'a 7xw'. When
the 1 ultimately pays $120:

e X' retains the first $10 of nran, which accrued before the [pwn was transferred.

e ‘N '7nwr gives $110 2 7x v, consisting of the $100 7 and the $10 that accrued while the [pwn
was in the possession of 'a '7xw.

e 1M returns the jbwn to ‘X 78w, who returns it to the mda.

The payment of $110 from 'x 78w to "2 78w is not treated as na on a personal loan between them.
According to the 1w, the transaction is permitted because the principal reliance of -a 7xw' is upon the
MDY's [bwn. The nan received by "2 7x v is therefore treated as arising from the jpwn of the .

Limitation

The 1w explains that the "n'n applies where the j1pwn remains legally associated with the . If the
previously stipulated a retroactive buyback option of the j1pwn, the collateral may become the property of
'R 7w upon default. The basis that 'a 7xaw' is collecting nxam from the md2’s j1bwn would then no longer
apply in the same manner.
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Rule

'R 7XY' may agree to pay 'a "xwr a lower rate than the rate charged to the 131 and retain the
difference. Alternatively, 'x "x2w* may reserve for himself a specified share of the weekly n'an
paid by the ).

Explanation

For purposes of illustration, assume that 'x 2xw' lends $100 with n'an to a 121 and receives the M1’s
[pwn. The 'x 8w subsequently transfers or repledges the 1pwn to 'a 'x 1w and receives $100 from him.

‘X 8w may make two separate agreements:

e The m21 agrees to pay $20 nan.
e 'X'wr agrees to give 2 xwr only $10 nran.

When the i pays $120, 'x 78w gives ' 7xwr a total of $110, $100 b and $10 nan, and retains the
remaining $10.

The additional $10 retained by 'x 7w is permitted because the additional payment is like a fee for 7xwr
‘X serving as the middleman to facilitate the sale and not an additional payment made by 'a 9xw' to 7xw
‘N upon a loan between them.
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Rule

'R 78w may agree that 'a 78w will receive a smaller portion of the n'a than the amount paid by
the M2, while 'x "x ! retains the difference or a specified share of the na paid by the mda.

Explanation

In the above case, the x"n also permits ‘& 7x W' to stipulate that he will receive a defined portion of the
nran paid by the m1 each week. For example, if the m2a pays $2 of weekly nan, the parties may agree
that $1 belongs to 'x 78w and $1 belongs to 'a 7xwe.
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Rule

The 170 permits 'xX 78w to transfer to 'a 78w only part of his rights in the '1d2’s debt and
|Dwn, just as one may sell part of a debt. The no>n niTij disagrees where 'a 1w
advances only $50 against a j1oun securing a $100 debt, because the arrangement
appears to be a personal loan from 'a 7xw! to '8 T8 w! rather than a genuine partial sale.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 with nan to a "1 and received a
[bwn. By the time of redemption, the 21 will owe $120, consisting of $100 hj7 and $20 nan.

'} 1w then transfers part of his rights in the debt and jpwn to 'a 7x ' in exchange for $50.
The parties agree that, when the 21 redeems the |bwn:

e 7w will receive $50, consisting of $60 17 and $10 nran.
e ‘X7 will receive the remaining $60, consisting of $50 D7 and $10 nran.

According to the 10, this is permitted. There is no difference between selling the entire debt and
selling only part of it. '8 "' retains the unsold portion of the debt and its nxan, while 2 7xw!
acquires the agreed portion.

The qoon niTij71 disagrees with this structure where the entire jbwn is placed with 'a 7x e for
only $50. Since 'x 7' retains a substantial interest in the [1pwn and debt, the transaction
appears outwardly as though 2 78w lent $50 to 'x 78w against the j1bwn. The additional
amount received by 2 7w could then constitute n'am upon a loan between the two o'z,
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Rule

If 'x 78w sells his rights in the md2’s jbwn to 'a 78w for less than their fair market value because
2 1w is extending a separate loan to him, the discount constitutes axixp nran.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 with nran to a o1 and received a bwn. The
m21 will ultimately owe $120.

‘X 7R W' now needs an additional interest-free loan from =2 78w 2 78w agrees to lend him $100, but
only if 'x 78w also sells him his rights in the j1bwn at a discounted price.

Assume that the rights in the j1own are presently worth $105, but 'x 78w sells them to -2 7xwr for only
$100 because 2 7xwr is providing the separate $100 loan.

The $5 discount is compensation for the loan. 'a 78w receives property worth $105 for only $100
because he allows 'x 78w to use the separate $100 loan. That benefit is q1v1 7ax and constitutes nxan
nXINg.

When the mna later pays $120 to redeem the j1own, the 'a 78w receives the payment because he
acquired the rights in the [Ipwn. The prohibition arose earlier, when 'k 78w sold those rights below their
true value in consideration of the separate loan.
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Rule

The wia%? permits 'a 7xw' to advance "X 78w more money than 'x 78w originally lent to
the 01, provided that 'a 8w receives no more nan than the amount payable by the
). The 10 disagrees and rules that, where the additional advance causes 'x "xw' to
surrender n'an that he otherwise would have retained, the surrendered profit constitutes
nan on the additional loan.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 with nan to a "1 and received a
[Dwn. The M2 is obligated to pay a total of $120. 'x 7w then transfers the Md1’s [bwn and the
rights associated with it to 2 75w .'a 78w advances '~ 78w a total of $200: $100 in
exchange for the rights in the j1pwn; and an additional $100 as a separate loan to 'x 7xw'.

When the M1 redeems the |pwn, he pays $120 to 'x 7xw' /2 7w separately repays the
additional $100 principal that he borrowed from a2 7xw'.

The win? views the transaction as containing two independent components:

1. 2 2xwr purchased the full rights in the j1Dwn and is therefore entitled to the $120 paid by
the M.
2. The additional $100 advanced to 'x 7xw' is an interest-free loan.

Accordingly, 2 78w receives no nan from 'x 7xw'. The $20 profit originates entirely from the
MD1’s obligation and the purchased |pwn.

The 10 rejects this division. Had 2 7x 1w advanced only the amount corresponding to '8 7xw's
original $100 principal, 'x 78w ordinarily would have retained part of the $20 n'an payable by
the mda.



For example: 2 7w would receive $120. 'x 78w would retain $20. If ' 2xwr gives up that
$20 only because a2 78w advanced him an additional $100, the surrendered $20 is
compensation for the additional loan. It therefore constitutes n'an through nia nyan. The fact
that ' 78w does not transfer $20 from his pocket does not resolve the concern. By
surrendering profit that otherwise belonged to him in exchange for the additional loan, he gives
1 78w a financial benefit for waiting to be repaid.
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Rule

Once 'x 7w capitalizes the np and future nan owed by the 21 into one fixed debt, the
entire amount is treated as the [y of ‘& 18w .’k 'Ixqw' may therefore not borrow money
from -2 'x v against that debt and allow 'a 7xw' to earn an additional return from it.

Explanation

For purposes of illustration, assume that 'x 78w lent $100 with nan to a '~ 78w 101 and the
M1 then calculate the $20 of n'a expected to accrue during the following year and combine
the entire obligation into a fixed debt of $120.

From that point onward, the full $120 is treated as the property and 7 of ‘& 7xw'. The $20 is
no longer viewed as future nam independently accruing from the m2’s j1pwn.

2 78w then gives $100 'x 781w as a loan against the $120 debt. They arrange that 'a 7xw!
will collect the full $120 from the 31 and return $10 to ‘& 7xw'. The result is: 2 78w advanced
$100, 'a 7xwr retains $110, and ' 78w receives the remaining $10.

The additional $10 retained by 'a 7xw' is prohibited. Since the entire $120 had already become
the 7 of 'x 7xw' through no'pt, the $10 retained by 2 7xw! is treated as though 'x 78w paid
him n'an from his own funds.

The fact that 2 "8 w' physically collects the money from the 21 does not change the substance
of the transaction. Once the full debt was capitalized, any return earned by 'a 7xw' upon a loan
to ' 7x ' is considered as if ‘& 78w is paying from his own coffers.
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Rule

‘N 18w may sell the entire capitalized debt to 'a 7xwr through a complete and
unconditional sale. 'a 7xw' may later resell the debt to 'x 78w for a higher price,
provided that the original sale did not obligate 'a 'xw! to resell it.

Explanation

Assume again that ' 78w has a fixed $120 debt owed by the a1 after combining the 7 and
future n'am through noper.

X 7w may sell the entire $120 debt, together with all associated rights and any jpwn, to 78w
= for $100. This must be a genuine and complete sale.

After the sale, the debt belongs entirely to 'a 7xw'. The '® 78w has no right to demand that it
be returned.

At a later time, 'x 78w may offer to repurchase the debt from a2 7xw! for $110. If 2 7xwr
voluntarily agrees, the transaction is permitted:

e 17X originally purchased the debt for $100.
e 1Y later resells it for $110.
e ‘X' then collects the full $120 from the 1.

The $10 earned by 2 7xw' is not n'an upon a loan. It is the profit earned through two separate
sales: an initial purchase for $100 and a later resale for $110.

The parties may not stipulate during the original sale that 'a 78 w' must later resell the debt to
'R 1w That would resemble an interest-bearing loan rather than a genuine sale. The first sale
must therefore be unconditional. Only after 'a 78w has completely acquired the debt may he
give ‘X 7w a sincere, nonbinding assurance that he will be willing to sell it back when 'x 7xw!
has the necessary funds.
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Rule

Where 'x '8! holds an unsecured debt against a 'a "xaw' ;01 may purchase the
collection rights by paying ‘& 78qw' an agreed price, provided that 'x 78w completely
releases the M1 from any obligation to him and 'a 75w purchases only whatever he can
successfully collect from the .’

Explanation

For purposes of illustration, assume that a m1 owes 'x 78w a fixed debt of $120. Because
there is no [1pwn, the ‘& 78w cannot transfer physical security to "2 7xw.

1 78w pays $100 'x 78wt and tells him to:

1. completely relinquishes his claim against the 21 and may no longer demand payment
from him.
1. Accept "2 7xw'’s purchase, for $100, of whatever amount he can collect from the mna.

If 2 28w succeeds in collecting the full $120, he may retain it. The additional $20 is not n'a
paid by 'x 7xwr to 2 7w, It is the profit realized from purchasing the collection rights for $100
and subsequently collecting $120 from the M.

The sale must place the risk of collection upon a & w'. If he collects less than $120—or cannot
collect at all—he has no claim against 'x 7xw'. That absence of nimnx is what distinguishes the
arrangement from a $100 loan by 2 7x 1w to ‘& 78w with a $20 return.

' This clause addresses 'xwx 7w niain—an unsecured debt for which there is no [Iown that can
be physically transferred. The ordinary methods of transferring the j1>wn are therefore
unavailable, and the parties must structure the transaction as a complete release of the "
from 'x 7xwr together with a sale to 'a 7xw' of whatever 2 78w succeeds in collecting.
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Rule

'X 'T8w' may not obtain an interest-bearing loan from 'a 7xw' for his own use merely by
securing it with j1bun belonging to a 2. The loan remains a personal loan between the
two Jews, and 2 "xw' may not collect interest.

Explanation

For purposes of illustration, assume that a "1 previously gave his [1pwn to ‘& '8, whether as
security for an interest-bearing loan or for some other valid obligation.

"X 7w now needs $100 for his own personal use. He brings the da’s jpwn to 'a 78w and
1 78w advances $100 to '~ 7xwr, with ‘& 78w undertaking to repay $110.

This arrangement is prohibited. The fact that the security belongs to a m>1 does not change the
identity of the borrower. The money was advanced for the personal benefit of 'x 7xw', and

'R 78w is personally obligated to repay 'a 78 wr. The additional $10 is therefore interest paid
upon a loan between two Jews.
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Rule

‘N 18w may not disguise his personal interest-bearing loan from 'a 'z w' by arranging
for a "1 to deliver the collateral and carry the loan proceeds. The "1 acts only as an
intermediary, and 'a 7x2w* may collect no interest.

Explanation

X 7xwr asks 2 ' for a $100 interest-bearing loan for his own use and the ma then delivers
the [pbwn to 2 “xw'; and carries the $100 from "2 78w to ' 7w,

Although the transaction outwardly passes through the 3, the substance remains unchanged.
"N 1w requested the loan, receives the benefit of the money, and is responsible for its
repayment. The 21 is merely transporting the j1pun and the money.

Accordingly, neither the physical delivery of the [Ibwn by the 31 nor the routing of the loan
proceeds through him permits 'a 7xw' to collect interest. If the i later delivers $110 to 7xwr
1, he does so only as the intermediary or on behalf of a2 7xw' 'k 78w may not retain the
additional $10.
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Rule

Where ‘& 7xw! gives his |bun to a "1 and stipulates that the m>a will acquire it irwoyn if
the debt is not paid by the agreed date, the 151 may thereafter use the j1bun to obtain an
interest-bearing loan from -a 'xw'. After the condition takes effect, even 'x 1xw' may
redeem the jpwn from "a 7xw! by paying the principal and interest due upon the moa’s
loan.

Explanation

For purposes of illustration, assume that 'x 7xw' borrows $100 from a ™21 and gives him a
|Ipwn. At the time of the original transaction, 'x 'x v states if he fails to pay the debt, the
collateral retroactively belongs to mda.

'R e fails to repay by the agreed date. The o therefore acquires the j1pwn pursuant to the
original condition.

The 1 then borrows $100 with interest from ra & w' and gives him the 1bwn as security. Since
the 1Dbwn now belongs to the N1, the loan from a2 78w is secured by property belonging to the
D1 rather than by the property of 'x 1xw.

'R 78w may subsequently redeem the [pwn from 12 78wt by paying $110, namely the $100
principal and $10 interest due upon the m>1’s loan. This payment is not treated as interest upon
a loan between the two 'x 78w .07 is recovering property that had become the property of
the md1 and was subsequently pledged to 2 "z,
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Rule

Where a 21 holds a j1>wn belonging to ‘& 78w and repledges it to 'a 'xw! for an
interest-bearing loan without an express 1'voyn nip condition, the nmiwxn dispute
whether 'x 78w may redeem the j1Dwn from 'a 78w by paying the principal and interest.
The first opinion permits it; the second requires an effective acquisition of the |1bun by
the 0.

Explanation

'} 7w borrows $100 from a M1 and gives him a jpwn. Unlike Diagram 60, ' 78w does not
stipulate that the ™1 will acquire the r'woyn [bwn upon default. The 121 then borrows $100 with
interest from 2 78w and transfers the [1pwn to him as security.

The question is whether 'x "X may later redeem his [pwn directly from 'a 78w by paying the
$100 principal and $10 interest owed by the ma.

The first opinion, identified with the w”xn, permits the arrangement. The x”nn emphasizes that,
according to this view, 2 78w may accept the interest even directly from 'x xw'.

The transaction is viewed as a loan by 'a 7y w' to the 103, secured by the [1pwn held by the .M
'R INwr's later payment is treated as redemption of his property on behalf of the m>a, rather
than as interest upon a loan between 'x 7y w' and 2 "y,

The second opinion, associated with the q10'win 7va, Without an effective transfer of ownership,
the j1pwn remains the property of ‘& 78 w'. The 'a 78w may therefore appear to be relying, at
least indirectly, upon 'k 7xw' and his property for repayment.

One possible explanation of this concern is that ‘& 78w resembles an |'72j7 2y for the d1’s
debt: 2 78 wr can look to the j1bwn of 'x 78w and potentially to 'k 7xw' himself for payment.
This creates a loan-like relationship between the two n"7xw'. The w”x1 does not infer such an
ninw relationship in the absence of an express undertaking.



N

NN D
1w e
-
A A O ~ NN Y pun
‘ —_— o
/ \
/ \
/ \
/ $100 \
v pun $110
"IN [I'T9 NIMa
y MY ™ nran)
/ (2 v v
|

2w (___ /

"7 i

NN
M N

()
NX 1'WdYn M
INX X7 DX |1DWAN
1199 0 T Y




Diagram 62

2 9WOo N”op N'o nYT NMI' , XM

IN'Y N, N0 172 MWD I i7 N7 DAY iny Ayl 1y ain 010D T2iY7 W DN
iniaR'? AN W' Amn — 1iyn i7 1'TD'M 0122 T2V 707 NI TR 'K DX,I7Y ATV Ning
.01id T2iya N iniag'? Mox — iph0" 121! DX 1IN

Rule

72 78w may purchase from a M1 the M2’s fixed right to receive annual na or nin's from e
‘X, provided that 'x "x2w' has no right to terminate the arrangement by repaying the principal early.
If '~ 78w may repay the i and end the obligation at any time, 'a 782w' may not purchase the
right.

Explanation

For purposes of illustration, assume that a 21 lends $100 to 'x 7xw'. As part of the loan, 'x 78w grants
the M1 a continuing nioT to receive either: a fixed amount of nxan each year; or the nin's of a designated
field. The m1 then wishes to sell this right to 'a 7xwr.

When 'x 78w may not terminate the obligation

If '~ 78w has no right to repay the $100 before the agreed date and thereby terminate the annual
payments, 2 '8 may purchase the right from the ma.

The annual n'an or nin'e are treated as an established nidt belonging to the n31. The 'a 9wt is
purchasing that existing nidt, rather than lending money to 'x 1xw'. After the sale, ' 78 w' makes the
annual payments directly to 'a "xw because 2 78w now owns the md1’s collection rights.

The payment received by 2 78w is therefore not n'an arising from a loan that he made to 'x 7w, It is
the income generated by the ni>t that he purchased from the ma.

When 'x 78w may terminate the obligation

If 'k '78x7w' may repay the principal at any time and thereby stop the annual nxan or 2 7xw' ,nin's may
not purchase the arrangement from the .

In that case, the continuing payments depend upon 'x 7x ' leaving the principal outstanding. The
transaction may therefore resemble "2 7xw* providing or maintaining credit for ‘8 ' w' and receiving
compensation for the delay in repayment, rather than acquiring an independently fixed property right.



)]
e niin
2w 1dm

$100

l A

/
/
/

D'TIAV'Y

$100

NIN'D NY'Y¥T IX
Ml my 'n
NI Y

/

[
\

~ _) a e

mn njl?

= e MW MY D NN NXYR N

eVl
non n

—
Y I '
. o'y

(2 vw)
M10 7707 7100 N
I'MIVN DX TR

2 Raw'y aox 170" 11>t ox
NTY DX NPy



Alternative Loan Arrangements

Deposited Funds and nimnx (Diagrams 63-64)
Paid Agents and Profit-Sharing (Diagrams 65—66)
o19NvIoX Arrangements (Diagrams 67—-68)
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Rule

'X 18w may receive the nami Wy directly from 'a 78w when the "1 independently lent
the deposited money to 'a 7xw and bears full ni'nnx for its repayment. If the loss
remains with 'x 78w when 2 1x ' defaults, ‘& 78w may not receive the nan.

Explanation

For purposes of illustration, assume that 'x 78w deposits $100 with a 21, The m
subsequently lends that $100 to 2 7xw' with an obligation to repay $110.

The arrangement is permitted only if the 21 bears the financial risk of the loan. Thus, even if
1 78w fails to repay, the M1 remains obligated to return the full $100 deposit to 'x 78w from
his own funds.

Because the 21 bears this ni'anx, the money is treated, for purposes of the loan to 2 'xwr, as
belonging to the ™1 and 2 7xw' is therefore borrowing from the 3, not from 'x 7xw.

1 78w may consequently pay the full $110 directly to 'x 78w

e $100 represents the return of the deposited principal owed to 'x 78w,
e $10 represents the nra owed by 'a 78w upon his loan from the .

The additional $10 is not treated as n'a paid upon a loan between 'x 78w and 2 78w, The
110 explains that, vis-a-vis ‘X 78w, the additional amount is xn72va nann, because the loan
itself was made at the risk of the ma.

If, however, ‘X 78w bears the loss when 'a 7xw fails to repay, the 121 is merely administering
the money on behalf of ‘& 7xw'. The loan is then substantively between the two n"7xw', and
"N 78w may not receive the nran.



(o Ten)
QLo W7 e on
TR TN 2N K
[ITi79N NI NN X

L0In 31 $1 00
T
27w’ N
$100
\ 4
_

Y P
Homn NIy

-

-

7/

/s
$100+%$10
-

N RO
Ton

/
/7




The qor' nxa records a stricter position that ordinary liability as a "niw may not be enough.
According to that view, the m>1 must assume borrower-like liability, so that if the debt owed by
1 ' is lost or unpaid, the m>1 must nevertheless repay ‘& 78w from his own funds.

Diagram 64
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Rule

When a 21 deposits money with 'x 78w he may not lend those funds to 'a 7xhw' with
nan if ' 78w bears ninx for the money. If the financial risk remains with the '), the
transaction is technically permitted, but it remains prohibited because of |'va n'xqn.

Explanation

For purposes of illustration, assume that a 1 deposits $100 with 'x 78w /& 28w
subsequently lends that $100 to 'a 7xw' with an obligation to repay $110. The status of the
transaction depends upon who bears the financial risk if 'a 7x ' fails to repay.

When 'x '8! bears ni'anx

If ‘% 78w must return the $100 to the o1 regardless of whether 2 78w repays, the money is
treated as being under the effective ownership and responsibility of 'x 7xw' /X Xt is
therefore viewed as having borrowed or acquired responsibility for the deposited funds and then
lent his own money to 'a 7xw'.

Accordingly, the loan is substantively between the two n"7xw'. The additional $10 is prohibited
nan, even if 2 7x ' pays the $110 directly to the ma rather than first paying 'x 7xw'. The
payment to the n1 discharges the personal obligation of 'x 7xw' and is therefore treated as a
benefit given to ‘& 7w in exchange for the loan.

When the ">1 bears ni'mnx

If the loss remains entirely with the 121, so that 'k 7xw' is not obligated to replace the funds if
1 7w defaults, the loan is attributed to the 'oa. In that case, the nran paid by 'a 7xwr is
technically n'am paid to a i rather than to 'x "xw'. Nevertheless, the 7y |n71w concludes
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since 'N 7x W' appears to be lending money to 2 'x 1w with nran, the arrangement may not be
used in practice even when the funds technically remain under the nianx of the moa.

Diagram 65
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Rule

'X 'T8w' may not pay a "0 a fixed fee or a share of the profits to lend ‘& 7x2w’s money to
2 1w with nian, where the funds remain under the ni'anx of ‘s 78w, The m21 is merely
an intermediary, and the transaction is treated as an interest-bearing loan from 'x 7zt
to 2 ',

Explanation

For purposes of illustration, assume that 'x 78w gives a $100 21 and instructs him to lend the
money to 2 7xwr with interest and in exchange, the 21 will be paid a fixed fee or share the
profits of the loan.

The transaction is prohibited because the money remains the property and under the niminx of
'R . The o1 does not lend his own money; he merely acts on behalf of 'x ‘7xw.
Accordingly, the underlying loan is regarded as a loan from 'x 78w to 2 78w, notwithstanding
that the money and repayment pass through the mna.
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Diagram 66
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Rule

A d1 may appoint 'x 78w to lend the MmD2’s money to 'a 'xw' with n1am and compensate '~ 'xw!
for his services. Since the money belongs to the "1 and remains under his ni'anx, the underlying
loan is between the "1 and 'a "xhw'. Nevertheless, the arrangement is ordinarily prohibited
because of |'vh n'xn, unless it is publicly known that the money belongs to the 1 or if there is
collateral, according to some.

Explanation

For purposes of illustration, assume that a 21 gives $100 to 'x 78w and instructs him to lend the $100
to 2 781w with an obligation to repay $110 in exchange for compensation.

Unlike the preceding diagram, the money belongs to the m>1 and remains under the ninx of the .mm
N 7w acts merely as an intermediary who arranges and administers the loan. The payment received
from "2 78w is therefore n'am owed upon a loan from the 3, not upon a loan from 'x 7xw'.

The compensation paid to 'x 78w is treated as payment for his work in arranging and servicing the loan,
rather than as nan received from 2 78w, For example, the M1 may pay $5 ' 7x v for arranging the
loan. 'x 78w then transfers the entire $110 received from ra 78w to the M.

Although the transaction is fundamentally permitted, the 1Ny |n21w prohibits it because observers may
assume that 'x 78w is lending his own money to 'a 7xw' with nran. The x nn therefore rules that where
it is publicly known that the money belongs to the the concern of |'vn n'xn no longer applies, and the
arrangement is permitted. The 7”w presents opinions regarding |'v n'xn when the loan includes collateral
that belongs to the mda.



Share of the profit

Based on the discussion from the n1wx0, there is an opinion that permits only a fixed fee and questions
an arrangement in which 'x 78w receives a percentage of the nin. According to that concern, the
compensation of 'R 78w rises together with the n'an paid by 2 28w and therefore appears more
directly connected to the interest-bearing loan.

The |"ann, however, permits even a share of the nin. Since the money does not belong to 'x 1xwr, he
cannot be regarded as the lender receiving n'a from 2 7xw'. His share is compensation for facilitating
and administering the loan.
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Diagram 67
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Rule

When a 21 appoints 'x 78qw' as an o191NVIOX over his assets, ‘X 78w may lend the ma’s
money to 'a 7xw' with n'an. The loan is attributed to the "33, and there is no concern of
'V n'XOn.

Explanation

For purposes of illustration, assume that a m>1 appoints 'x "8 as an o19NvIox to administer
his assets. The 21 places $100 under the control of 'x 7w, who then lends the money to
2 78w with an obligation to repay $110.

This transaction is permitted because 'x 7w is not lending his own money. He acts openly in
his recognized capacity as the oioinviox of the 1131, and the money remains the property of the
101. Accordingly, the underlying loan is between the n>1 and 2 7xwe, while ‘& I8 W' merely
administers the transaction.

1 78w may therefore repay the $100 17 and $10 nran either through 'x 7xwr, acting as
0191NVI9K, or directly to the 3, according to the structure of the arrangement.

No Concern of j'va n'xn

This case differs from the preceding q'vo, where a 21 merely gives money to a 78w and
instructs him to lend it with n'am. There, an observer may believe that the 7xaw is lending his



own money and collecting n'an from another 7xw'. Here, the recognized status of 'x 'xw' as
an o19NVI9X removes that appearance.

As reflected in 27y 0 7w, this may be understood in either of two ways:

1. Where 'x 7w is the o19nvi1ox over the md1’s assets generally, it is evident that he is
administering the property of the a1 rather than lending his own money.

2. Even if his appointment is limited to particular assets, the arrangement is sufficiently
known that the money being lent is identified as belonging to the .
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Diagram 68
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Rule

When 'x 78w' appoints a 21 as an o191NVIOX over his assets, the 131 may not lend those
assets to 2 'xwr with naan if the funds remain under the nianx of 'x 7xaw. If the M
bears the ni'nx, the substantive nan n10'x does not apply.

Explanation

For purposes of illustration, assume that 'k 7xw' appoints a >3 as an 019NVI9KX over his assets
and places $100 under the m>1’s administration.

The 1 subsequently lends that $100 to 'a 7xwr with an obligation to repay $110.

The status of the transaction depends upon who bears the nianx for the money.

When the ni'hnnx remains with 'x 'xwr

If ‘% 78w bears the loss if 'a 7xwr fails to repay, the money remains substantively the money of
'R 78w, The M1 is merely administering the funds as his o1oNnviox.

The underlying transaction is therefore treated as: ‘& 78w lends $100 to a2 “xw' and
receives $110 in return.

The involvement of the 21 does not change the identity of the true lender. The additional $10 is
therefore prohibited n'an upon a loan between two n'7xw'.

When the "1 bears the ni'mnx

If the M1 bears the financial risk and must return the $100 to 'x 7xw' even if 2 7x W' defaults,
the funds may be treated as being under the effective nimnx of the mda. In that case, the loan
may be attributed to the M1 rather than to 'x 7xw.
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Miscellaneous

Claims Concerning the Permissibility of the Loan (Diagram 69)
Redemption and Enforcement (Diagram 70)
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Rule

'R 7TNW' may use "2 'xw'’s [1Dwn to obtain an interest-bearing loan from a "1 for the
benefit of 'a 7xw', provided that the " relies solely upon the jbwn and 'x 8w bears
no personal ni'anx for the loan.

Explanation

For purposes of illustration, assume that 'a 7xw' needs $100 and gives his [pwn to ' 78w
with authorization to pledge it to a .

X 78w delivers the [1bwn to the M1 and receives $100. He then transfers the $100 to .12 7xwr
1 78w subsequently pays the $110 M2, consisting of $100 W7 and $10 nan, and redeems his
[pwn.

The arrangement is permitted because 'x 78w is not the true ni7n to 2 "x 1w and is not
personally borrowing from the m21. He merely facilitates a loan secured by 'a 78 w*’s [DWnN.

The decisive condition is that the m1’s recourse be limited to the jbwn. The ‘& 78w may not
bear personal nimnx for repayment.

The 7w provides two ways to establish that the 31 relies only upon the jpwn:

1. The pown is sufficient: If the |bwn is valuable enough to cover the full nxai yp, it may
be presumed that the 1 relies exclusively upon it.



2. Express disclaimer: Where that reliance is not evident, 'x 78w should state “ax
Ta? [DYNN 72y INIMNX XA XX, 17 Tavnwn!”

Without either basis, 'x '78w' may be treated as personally obligated to the n1. The payment of
nan by 2 v would then effectively satisfy the debt of 'k 7w and could constitute
prohibited nxa between the two o'z,
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Diagram 70
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Rule

When 'x 8w repledges a Md2’s [Dwn to 'a vy, the '8 78w is not personally required
to redeem the jbun. He must, however, bring 'a 78 w! into direct contact with the "> and
enable him to pursue the "1 for payment and redemption.

Explanation

For purposes of illustration, assume that a "1 gives his |pwn to 'R 78w so that 'k 78w can
obtain a $100 loan for him from 'a 7xw'. The ' 78w transfers the j1Dwn to 2 78 w1, receives
the $100, and delivers the loan proceeds to the ma.

After some time, 2 78w demands that 'k 78w pay the amount due and redeem the |pbwn. The
7y IN71v rules that ‘& 78w is not personally obligated to do so. He acted as an intermediary in
pledging the m>1’s property and did not undertake personal responsibility for the loan.

However, ‘X 78w must not simply identify 23, but introduce or bring 'a 78w to the 1 and
place him in a position to demand payment or redemption directly from the party responsible for
the jpwn.
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