Restatement of Torts: 551. Liability For Nondisclosure
(1) One who fails to disclose to another a fact that he knows may justifiably induce the other to
act or refrain from acting in a business transaction is subject to the same liability to the other as
though he had represented the nonexistence of the matter that he has failed to disclose, if, but only
if, he is under a duty to the other to exercise reasonable care to disclose the matter in question.
(2) One party to a business transaction is under a duty to exercise reasonable care to disclose to
the other before the transaction is consummated,
(a) matters known to him that the other is entitled to know because of a fiduciary or other similar
relation of trust and confidence between them; and
(b) matters known to him that he knows to be necessary to prevent his partial or ambiguous
statement of the facts from being misleading; and
(c) subsequently acquired information that he knows will make untrue or misleading a previous
representation that when made was true or believed to be so; and
(d) the falsity of a representation not made with the expectation that it would be acted upon, if he
subsequently learns that the other is about to act in reliance upon it in a transaction with him; and
(e) facts basic to the transaction, if he knows that the other is about to enter into it under a mistake
as to them, and that the other, because of the relationship between them, the customs of the trade
or other objective circumstances, would reasonably expect a disclosure of those facts.

Comment on Clause (e):
j. "Facts basic to the transaction." The word "basic" is used in this Clause in the same sense in
which it is used in Comment c under § 16 of the Restatement of Restitution. A basic fact is a fact
that is assumed by the parties as a basis for the transaction itself. It is a fact that goes to the basis,
or essence, of the transaction, and is an important part of the substance of what is bargained for or
dealt with. Other facts may serve as important and persuasive inducements to enter into the
transaction, but not go to its essence. These facts may be material, but they are not basic. If the
parties expressly or impliedly place the risk as to the existence of a fact on one party or if the law
places it there by custom or otherwise the other party has no duty of disclosure.
(Compare Restatement, Second, Contracts § 296).
Illustrations:
3. A sells to B a dwelling house, without disclosing to B the fact that the house is riddled with
termites. This is a fact basic to the transaction.
4. A sells to B a dwelling house, knowing that B is acting in the mistaken belief that a highway is
planned that will pass near the land and enhance its value. A does not disclose to B the fact that no
highway is actually planned. This is not a fact basic to the transaction.

5. Having purchased a certain tract of land for $25,000, A hears that B may have a claim to it. He
goes to B and offers to purchase B's interest. B does not believe he has a valid legal claim but
agrees to give A a quit-claim deed for $250. B's lack of a valid legal claim is not a fact that he is
under a duty to disclose.

