Steal of the Deal

When your investor cuts you out

Rabbi Benzion Sprei

As a property manager in the Central Jersey area, | came across a
good deal on a bank owned (REQ) 2-family rental property. Being that
it was a “cash only” deal, | approached an investor and proposed
partnering up with him for this investment. He liked the idea and after
working out the details, we left off that he would go down and close
the deal. A few weeks later he called me and apologetically told me
that he had changed his mind and ended up just buying the property
for himself. He said that he didn’t think the property would’ve worked
out so well for me in the long run anyway. Is there any way | can
require him to include me in the purchase?

Certainly the actions of your “investor” were improper. The Gemara
tells us that one who is sent to acquire a wife for another and instead
decides to marry her himself, is classified by Chazal as a “deceiver”.
And as the Shulchan Aruch states, this applies to one who is sent to
make any specific purchase as well(1).

Nevertheless, if indeed the investor had in mind, at the time of the
sale, that he was purchasing the property on his own behalf, unless he
actually used your money, it would belong to him and there would be
no way you could require him to let you in on the purchase(2).
However, just because he claims that he didn’t buy it on your behalf
doesn’'t mean that a Bais Din will accept this as the truth. In fact, the
Shulchan Aruch rules that because such an act is so deceitful we
cannot believe one who claims to have done such. Instead we assume
that he indeed purchased it as per the original agreement and only
later, after the purchase, decided to keep it for himself(3).
Consequently, unless we have two witnesses that heard him say at
the time of the sale that he was purchasing it for himself, the
purchase takes effect as per the original agreement(4).

In your case, as opposed to that of the Shulchan Aruch, the name
recorded on the title may be a legitimate indicator of what your
“investor’'s” intentions were. Meaning, that if you made up to
purchase the property under an LLC and instead he purchased it
under his own name, his claim would then be substantiated(5).
However, if your original agreement also called for it to be purchased
under his name with you being a silent partner, his having done so
would not substantiate his claim and Bais Din would force him to make
you (or rather keep you as) a partner.

Of course it is possible that he specifically mentioned, at the time of
the closing, either to the seller, or the lawyer, paralegal, etc., that he
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was purchasing the property solely for himself. If he did so and two of
these people are kosher witnesses for a Bais Din, his claim would be
accepted.

There are some exceptions to these rules, though. Firstly, according to
the Nesivos, if the property was an exceptionally good deal, then
although it would still be considered somewhat deceitful for your
investor to buy it for himself, we would accept his claim that he did so
as the truth(6). Secondly, according to the Bach and others, if you had
not finalized all the details of the purchase together but only generally
discussed buying the property in partnership, we would also believe
his claim(7).

However, even if you do not end up gaining a share in the property,
there may still be a consolation prize for you. Since you were the one
who found the deal and possibly negotiated some of the details, you
may be entitled to a finder’s fee or real estate commission. The
halacha is that one who provides a service for another, even when not
hired to do so, is generally entitled to be compensated for it by the
beneficiary. If, and how much, the investor would be required to
compensate you in your specific case is beyond the scope of this
article(8).
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