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QUESTIONS ON
Partnerships & Corporations

Below are some practical scenarios that will apply to the material

Kinyanim
Q: Someone is planning on entering into a partnership with an associate of his. What should he
do to ensure that the agreement will be halachically binding?

Q: What about writing? Does he need to put the agreement into writing, or is a verbal agreement

sufficient?

Minhag

Q: If a partnership agreement is
constructed in a manner that is not
valid according to native halachah,
but is in accordance with legal and
customary norms, will halachah
consider it valid under the principle of
minhag mevatel halachah?

Q: What about the principle of dina
d’'malchusa dina? Would that be a
basis for accepting a partnership
agreement that would not otherwise
be halachically valid?

Automatic Partnerships

Corporations

Q: Does halachah recognize the
modern concept of a corporation as

a separate legal entity? If someone
owns shares in a company, is he
considered an owner of the corporate
assets with respect to the halachos

of chametz on Pesach, ribbis, and
melachah on Shabbos?

Q: Does the size of the shareholder’s
stake matter? Are there differences
between small positions in a
company, and large ones that convey
some level of influence and control
over the company?

Q: A new housing development needs utility lines run to it. Can homeowners compel each other to
share the costs, or can some of them decline and freeload off those owners who choose to pay for it?

Q: Are there differences between various sorts of utilities? What if some homeowners claim that
they are not interested in certain ones, such as internet connectivity?

Join BHD and receive a 3-5 minute video post
derived from the current Yorucha topic.

JOIN “BUSINESS HALACHA DAILY” TODAY!

For answers to these questions, and for more Q&A topics like these, visit baishavaad.org/daily
To sign up to the Business Halacha Daily WhatsApp group messages @ 732.232.1412



Sugya Introduction

Concepts that will be discussed in the coming four-week Sugya.

1. PARTNERSHIP CREATION

Kinyan and Davar Shelo Ba L'Olam In general, a kinyan (formal solemnization of an agreement) is required to bind parties to an agreement
they reach, and one cannot sell assets that do not yet exist or that one does not yet own. The poskim debate whether these rules apply
to partnership agreements.

Automatic Partnerships Halachah has the concept of an automatic partnership, where several individuals who clearly share a common
need may compel each other toward joint expenditure in that direction.

Corporations Poskim of the past two centuries debate the halachic status of modern corporations: are they treated merely as particular
sorts of partnerships, or does halachah recognize the modern legal concept of a separate legal entity?

2. PROFITS AND LOSSES

This section considers the rules governing the allocation of profits and losses among the members of a partnership. Halachah
distinguishes between profits and losses, and between profits and losses realized through normal business operations as opposed
to those caused by theft and damage. The standard halachic rules are defaults, but partners may, and typically will, make their own
arrangements.

This section also discusses the rules governing partners’ responsibilities for business debts contracted by other partners, and the
consequences of criminal and sinful conduct by an individual partner.

3. OPERATIONS

Operational Guidelines The halachah recognizes a number of different sources of rules governing partnership operations: explicit
agreements, prevailing custom, objectively determined best practice, expert opinion, and the preference of the majority of the partners.
Deviation from Partnership Norms and Rules The general halachic rule is that an agent (shaliach) who deviates from his instructions or
exceeds their scope loses his authority to act on behalf of his principal. The acharonim debate whether this applies to partners who act
outside the authority granted to them by partnership rules.

Unstipulated Contributions The halachah grants partners certain rights to compensation for unstipulated contributions of goods and
services that they unilaterally choose to make to the business.

Presumption of Dedication There is a presumption of dedication that beneficial actions taken with regard to partnership interests are
taken on behalf of the partnership as a whole, and are not directed toward the acting partner’s individual interest, unless he
explicitly asserts otherwise at the time.

4. MUTUAL LIABILITY

Partners as Bailees, Tortfeasors, and Borrowers Partners are considered mutual bailees
(shomrim), and certain aspects of their mutual liability are thus governed by the laws of
bailees. Some acharonim maintain that in certain cases of deviation from partnership
rules, the deviating partner will be additionally liable as a tortfeasor (mazik) or as a

* Additional Note

It is ironic that while “partnership” is one of the very few
.halachic concepts that has not one but two perakim
in shas named for it, it is at the same time, despite its
practical importance, one of the least systematically

borrower (who has. borrowed partnership assets for himself and remains liable until and comprehensively discussed civil Jaw topics in shas
the assets are repaid). The body of halachah on the topic thus consists Iargely;
Indirect Causation and Loss of Anticipated Revenue Many acharonim maintain that a of several miscellaneous sugyos and the commentaries
partner whose improper actions cause the partnership a loss is liable even for indirect thereto; much more comprehensive discussion by

the Rambam, Tur, and Shulchan Aruch and their
commentaries, drawing heavily on halachic principles
established in other contexts such as the laws of
The Partner's Oath This section also discusses some of the basic rules of the oath .kinYa"imv employees, and bailees; and numerous
that partners may demand of each other in denial of any embezzlement or improper important responsa of the acharonim.

accounting of partnership assets.

causation (grama) and mere loss of anticipated revenue (menias ha'revach), although
these positions are not universally accepted.
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The Gemara discusses the division of profits in a partnership. Shmuel says that all gains are to be
shared equally, even if one partner invested more than the other. Rabbah applies this rule only to
regular work profits [such as the income of ox-plowing], as opposed to when the assets are being
divested [the ox is being slaughtered], in which case the profits are to be divided according to
the amounts they invested. Rav Hamnuna disagrees with Rabbah. In the event the actual monies
gained or lost value, the Gemara concludes they are to be divided based on the investment
amount. This sugya has many different explanations amongst the Rishonim.
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Based on the sugya cited above, Rambam rules that all profits and losses
are to be shared equally amongst the partners, with the exception of
assets bought with the intention to be divided [which indeed happened],
orif the value of the monies changed before they were used. Rambam adds
that if any other profit-sharing arrangement was agreed upon beforehand
it is to be followed.
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L'Halacha, Shulchan Aruch cites the Rambam. Sema suggests two
possible reasons for the equal sharing of profits and losses: One, since
each party needed the other to join with them, they are equally essential
to the venture. Two, by not specifying to divide based on the amount of
investment [as would normally be expected], we can infer the parties must
have seen some mitigating factor that put them on equal standing (i.e. one
of the partner’s labor or talent etc.).
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A profit-sharing agreement can be made to include all profits that will
be made, even from outside sources [even including the finding of a lost
object]. However, a kinyan must be made to that effect to preclude the
problem of asmachta.
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A profit-sharing agreement can be made to include all future revenue,
because the partners assume the role of workers for each other.
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Rambam writes that a partner cannot take an oath to force his partner
to reimburse him for a loss if the second one denies the loss occurred. It
is clear from the Rambam that had the loss been verified it would be split
evenly amongst the partners, even if that would amount to more than one
partner’s original investment. Raavad disagrees, claiming that losses are
to be divided according to the original investment amount.
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Shulchan Aruch cites an opinion that limits the equal sharing of losses to
the actual monies invested. If one party’s share in the losses would amount
to more than he invested, he would not be required to pay out of pocket.
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Earlier in Shulchan Aruch, the Mechaber cites the Rambam verbatim,
including the assumption that verified losses would be shared equally,
even if that is more than the initial investment. Sema understands that
the Raavad argues on both points: losses are to be divided according to
investment [unlike profits], and even if not, there is never liability above
the initial investment.

Taz disagrees with the Sema’s understanding of the Raavad. He also
explains the final opinion of the Shulchan Aruch to follow what he wrote
later, and that the Mechaber here was merely quoting the Rambam in a
different context.
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The rule that shared losses cannot amount to more than the initial
investment is only in a case that both partners invested actual money.
If. however, only one party laid out money, [either initially or during the
course of the partnership,] half of it is considered money that was laid out
on behalf of his partner and they split the losses, even though the second
one never actually invested that amount.
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Further lyun: The Maharsham suggests another approach to the apparent
contradiction in the Shulchan Aruch: Only if the larger investor could not
have done this investment with his money alone can we conceivably say he

agreed to share the p

rofits despite the unequal risk of loss. However, if the

larger investor did not need the smaller one for this specific opportunity,

he could only have a

greed to split the profits with the expectation they

would equally share the losses. As a rule, this is to be assessed in each

case independently.
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If the partnership sustained a loss due to theft or misplacement, as v"po PR, Yo wp e n'n Y nhw
opposed to a business loss, some say the loss is divided according to the 9 .myni eb opYINw X' 1T X 12331 Myni DYYW XOX pOYn NN 17057 XS OX
amounts invested. Sema explains, this is comparable to the case of the .myni 03 pRbnw b™pw Pya 1mya myni nnn R 1prnd amT e v'no

Gemara where the actual monies were devalued.
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Funds borrowed on behalf of a partnership are presumed to be lent to each

partner according to their share, but they remain guarantors on behalf of
each other. Consequently, if they have assets, the creditor must collect
from each one separately, but they remain responsible if their partners

default.
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If one of the partners involved himself in prohibited dealings, Shulchan
Aruch and Rema agree that any profits made are to be shared equally but
any losses are to be absorbed by him alone. Shach disagrees and rules that
both the profits and the losses from such dealings are his alone.
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A hired wagon-driver entrusted merchandise to his apprentice with the
merchant’s consent. The merchandise got stolen, and the helper did not
have the funds to pay. If there is a prevailing custom to hold the wagon-
driver accountable, he must pay for the stolen goods even if it amounts
to more than the sum of the rental. This would be the basis to hold all
members of a partnership accountable for losses caused by their partners
or employees, even where they would not be personally responsible
according to Halacha.
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Further lyun: If there is a custom to hold an owner accountable for
damages caused by his employees, it is to be followed and the owner
must pay. This is another example of using minhag to hold members of a
company responsible for the actions of other members.
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YOrucha

IN-DEPTH BUSINESS HALACHA CURRICULUM

MISSI®ON

To facilitate and provide a framework
for the frum businessman to gain the
in-depth halachic knowledge he needs for
contemporary business dealings.

vfsion

Through increased knowledge and guidance,
Yorucha will elevate the frum public’s
adherence to halacha as it pertains to

choshen mishpat and standard business

practices.



What How

This ambitious project will harness The core curriculum is segmented in modules,
the collective expertise of a team and can be learned as an individual self paced;
comprised of advanced talmidei or, participants can join chaburos coordinated
chachamim, experienced, seasoned by the Bais HaVaad for those that desire
Dayanim, that are well versed in group study. Page by page, step by step, the
corporate practice and common learning will be facilitated with a daily audio
business normes. “Blatt shiur” guiding the participant through
Collaborating with a talented group of the sources as well as a weekly video shiur

editors and writers, they have created presented on each topic by Dayanim that will

a syllabus and curriculum of study, with share fundamental and practical applications
accompanying shiurim and personal of the sugya covered.

guidance, enabling participants to have Daily practical Q&A applications of the
the tools to proclaim with confidence, subject matter will be offered alongside

“Yes. Nossasi venosati be'emunah!” through the Business Halacha Daily series.

Why

As participants amass a broad and deep knowledge on an academic level directly from the source

coupled with real life scenarios presented by experienced Dayanim — they will acquire the clarity to
determine not only what is a n7XW, but, more important - why.

Only through n11na n17ny — understanding the fundamentals of the subject — can one truly appreciate
and internalize what defines right and wrong.

Fulfillment and satisfaction in the realm of the divine is like no other. A mesayem masechta revels in the
transcendent feeling of his accomplishment. Truly sublime and the envy of his peers.

Contemporary businessmen have their own, unique, ‘siyum hashas’ at the completion of Yorucha
corriculum. It is the moral imperative of a frum yid, and now ssible to all.

The hadran alach of Yorucha is the ultimate badge of honor and medal of distinction for the businessman
of our times.

Similar to a sofer who, with his intensive knowledge of hilchos safrus, is confident and secure in the
propriety of his profession; so, too, businessmen will gain the peace of mind knowing with conviction that
they ply their trade be'emunah uveyosher.




o Geneivas Da'as - 1

( , re o Acceptable Marketing - 1
« Halachic Considerations of Corporate Gifting - 1
« Halachos of Employment -4

o
urrlcu um . Where sack
> Where Backing Out Causes a Loss

> Working Pro Bono and Hiring Jewish

> Obligations of Employer and Employee
« Halachic Deals and Documents - 4

> Understanding Asmachta

> Agreements and Kinyan Devarim

(subject to change)

PART I » The Halachic “Agreement Validation” Clause
Business Halacha > Non-Competes and Non-Circumvent Agreements
o Partnerships & Corporations - 4
Fundamentals ) Structuring
»  Legal Entities and Trusts
> Management

> Divisions of Profits and Losses

Elul 5780

+  Dina D’'malchusa Dina- 2* Nissan 5781 (Expanded Yom Tov Edition)
»  Obligation to Adhere to Civil Law

> How Civil Law Impacts Agreements Between Two o Corporate Chametz - The Issues and the Solutions
Parties o Isurei Hana'ah
« Common Business Practice & Minhag Mevatel
Halacha - 2
> What Constitutes a Minhag
> How Minhag Impacts Employment, Tenancy,
Partnerships and Real Estate Deals etc.

PART 111

Maintaining A Kosher

Business
Tishrei 5781 (Expanded Yom Tov Edition)

e Business and Employment on Chol Hamoed

Summer 5781 - Commitments and
Kinyanim
PART II

« Hasagas Gevul and Competition - 4

Setting Up A KOSher « Kinyanim Expounded - 2

« Situmta - The Kinyanim of the Marketplace - 1

[ ]
BUSI“eSS o Mi Shepara, Mechusar Amana etc. - 2
« Onaah-2
o Mekach Ta'os- 4

Winter 5781

« Introduction to Choshen Mishpat & Business Halacha -1 Summer Break 5781 (SpeCIaI Edlhon)

o« Gezel-3 o Tzedaka and Maaser
o Gezel Akum, Ta'os and Mate' Akum -2 > As a Business and Individual



Elul 5781 - Maintaining a Kosher Work
Environment

o Yichud in the Workplace - 2
« Interaction With the Opposite Gender - 2

Tishrei 5782 (Expanded Yom Tov Edition)

« Websites and E-Commerce on Shabbos and Yom Tov

Winter 5782 (Leap Year) - 1st Semester

o Loans and Guarantees - 2

« Ribbis 101/The Basics - 4

o Insurance Issues - 1

« Brokerage - 2

« Lashon Hara in Business - 2

« Legal Holidays and Chukos HaGoyim - 1

Winter 5782 - 2nd Semester -
When Things Don’t Go As Expected:

e BaisDin-3
« Din and Lifnim Mishuras Hadin - 2
o Arka'os-2

« Quitting, Firing, and Severance - 2
« Partnership Dissolution - 2

« Collections - 2

o Bankruptcy - 1

Nissan 5782 (Expanded Yom Tov Edition)

« Maintaining a Facility on Pesach

Summer 5782 - Final Testing and Review

PART IV

Industry-Specific & In-Depth

Supplemental Tracks

Choshen Mishpat Supplemental Track

« More In-Depth and Intricate Learning of Previous Topics
« Nizkei Shcheinim

o Mazik, Garmi, and Halachic Torts

« Hashavas Aveida

« Mitzva of Lending

o Yerusha and Trusts

« Trustees and Executors

o Shomrim and Fiduciaries

o Shluchim and Agents

« Harsha’a and Power of Attorney

e The Shibuda D'Reb Nosson Law

« Hefker, Pruzbul, and Other Choshen Mishpat Topics

Real Estate Track:

« General Real Estate

« Bar Metzra

« Acquisitions and Ani Hamehapech
o Lo Sachmod

« Brokerage

« Landlord/Tenant

« Zoning Laws

« Rent Control and Evictions
« Fix and Flip

« Administrations and Boards

HealthCare Track:

« Shabbos and Yom Tov

« The Kosher Kitchen

«  Employment Training

«  Facility and Housekeeping

« Compliance and Fiduciary

« Partnership and Employment
« Medical Issues

Finance and Ribbis Track:

« Introduction: Understanding Ribbis

« Ribbis of Non Jews and Mumar

« Foreign Currencies & Commodities: Se'ah Bese'ah Applications
« Corporate Lending & Borrowing

« Credit Unions - Ownership in Ribbis Entities

«  Credit Unions: Paying Ribbis by Court Order

« Pesika:Deposits & Price Guarantees

« Tarsha- Paying for Credit & Early Bird Specials

« Arvus & Ribbis: Cosigning on a Non Jew's Loan

« Arvus & Ribbis: Cosigning on a Ribbis Loan

« Differentiating Between Expenses & Interest: Defining the Two
« Ribbis in Partnerships

« Ribbis in Contracts - Capital Calls and Late Fees

« Deal Syndication & the Real Estate Process From Negotiation to Closing
« Ribbis as a Knas: Fines & Penalties

o Purchasing Tax Liens and Mortgage Bundles

o Using a Purchased Item When the Sale was Reversed

« Selling Conditional on Reversing the Sale

« Ribbis Responsibilities of Lawyers, Brokers, and Witnesses

« Review of Ribbis Fundamentals

« Hard Money Loans & Heter Iska - Kulo Pikadon; Chatzi Milve

« Heter Iska- The Approach of Reb Moshe Feinstein

« Heter Iska Klali and Loans Specified to be Al Pi Heter Iska

«  Ribbis Mukdemes - Ribbis MeUcheres

« Ribbis Devarim

« Defining Ribbis: Gifts, Favours and Charitable Donations



JOIN THE
YORUCHA INITIATIVE!

888.485VAAD(8223) #303
yorucha@baishavaad.org

baishavaad.org/yorucha

AS AN INDIVIDUAL

Join the national Yorucha chabura together!

Tap into the physical or digital resources via
hard copies, web, email and/or whatsapp.

Connect with Bais HaVaad Dayanim and
Poskim for any questions you may have, as
well as arranging study sessions with a Dayan,
setting up a chavrusa, and more.

AS A COMMUNITY

Set up or join a community or shul chabura

Reach out to organize a choshen mishpat
chabura in your own shul.

AS A BUSINESS

Set up a Board Room Bais Medrash in your business

Mincha Learning In just 5 minutes a day,
before or after Mincha, you can learn short,
practical and insightful Business Halachos.

Weekly Lunch & Learn Join a deeper dive
into the background of the halachos by
understanding the sugya behind the halachos
as well.

CURRENT Five Towns - Belle Harbor + Chicago - Queens - Lakewood + Jackson -« Philadelphia + Lido Beach - Statenlsland + Monsey - Detroit
CHABUROS Los Angeles - Baltimore + Far Rockaway - West Hempstead - Franklin Square - Cleveland « Flatbush - Toronto < Boro Park - Minneapolis





