Understanding Heter Iska
The first attempts to overcome interest were made by turning business loans into investments,
with special protections to ensure the “lender/invester” never incurs a lost. Below is the 16"
century version, which was written a few centuries earlier, and to this day is still the basic format
used at the bethdin.org website
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We who sign below admit with our signature, that we received from so and so 100 golds, as an
investment, until such time that we incur a profit of 100 golds. And when the first profit is
incurred, that profit will be said to have been incurred upon his investment before having been
incurred to any other investment. And from that moment onword, the 100 + 100 shall be
considered a full loan and not as an investment, and so unaffected buy future profit or loss, until
Date when we will be required to pay the principle and profit.
e This works if there is any profit. But what if there is none?
And we are not believed to claim that there that there was no profit, or that there was no profit of
100, unless we swear with the most stringent of oaths. And iof witnesses claim that there was a
loss, we are not believed to claim that the loss was before first profit was incurred, without the
most stringent of oaths.
e This only works when people are scared of oaths, but not today?
e Also, is this a fair condition, or a subterfuge?

But the real issue becomes today, when loans for schooling or home purchase are more common.
Can one write an iska if both sides know the investment is in nothing?
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Investor can’t be knowledgable about the investment:
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Does it work for a mortgage?
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Payment for managing the investment
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What to do with the Loan agreement:
OT MWW RPOOWI W 21032 TR ,N°2002 RYIW TTOA0INRN PRIVY 113 KOR 37T 21097 1870 XD 0IWORYT OX)
20w 71 10721 07P% %7 XKOWD MINAVIY P RXIT DIWIRA 'Y AWYIW 1TU0INAT T0WY 1NAW 1PV KT
. RPDY T0Ww: 57 N7

But all of this, doesn’t help you deal with variable interest, penalty interest, and fees
"For purposes of Jewish law, any principal amounts due under this lease against which interest, late fees
or penalties are assessed, shall be deemed, at the time they are due, to have been funded by the obligee
(L) to the obligor (B) and then paid, as due, by the obligor (B) to the obligee (L). Such principal amounts
shall be deemed to have been received by the obligor for investment, in which profits and losses are to
be equally shared. The parties agree that in lieu of such sharing of profits and losses, which would
require substantiation of all losses by two trustworthy witnesses, and verification of all profits by oath,
the obligee shall accept payment in the amount of the applicable interest, late fees or penalties set forth
under this lease, and waive all other profits which may be earned from the advanced funds. The obligor
acknowledges having received a token payment of $1.00 from the the obligee for all efforts in
connection with the investment. The provisions of this section shall only be enforceable in a beth din."

e Does this work? Or should a Jew just wave all theseother payments.

e Does the attempt to enable Jews to participate in modern, real-world banking fail at some

point?
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