Common Ribbis issues which arise in Companies and Partnerships which have one or more ‘Silent Partners’

When a Company or Partnership is
formed in which thereis a Managing
Partner and a Silent Investing
Partner:

If the Silent Partner invests money he has
borrowed from a bank, heis not allowed to
pass on the interest the bank charge him, to
the company/partnership!

When the IManaging Partner has also

When the Managing Partner has not

invested his own money:

If the Silent Partner classifies the

money he brings into the company as}

a "loan”, then a Sheilah needs to be
asked!

invested any of his own money:

If the Managing Partner is Personally
liable to the Investing Partner for
some or all of the money he has
‘invested':

Was the Silent Partner allocated
shares initially in the company, or
where no shares issued, and profits
are split hetween them?

If the Managing partner doesn't
receive a 'management fee', a
Sheilah needs to be asked!

If the Investor wants a preferrential
return, i.e. the first £X of profits the
company generates each year he
receives, and after that the profits
Iare split, a Sheilah needs to be asked!

If the Silent Partner wants the
‘capital’ of his investment
guaranteed, a Sheilah needs to be
asked!

If the Silent Partner also wants a

guaranteed return, the Sheilah is
even more serious!




