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General Note to PAR Form Users 
The Pennsylvania Association of Realtors® Standard Forms are developed by the PAR Standard Forms 
Committee for use in a wide variety of transactions and market areas. To provide maximum flexibility to the 
parties, many provisions contain blank spaces that can be filled in as appropriate. Further, it is helpful to 
remember that where pre-printed language is not agreeable to the parties it can be crossed out and/or 
modified, with the parties dating and initialing the change in the margins. As a general rule, text added by the 
parties that changes pre-printed text, or pre-printed text altered by the parties, will prevail over pre-printed 
language should a dispute arise. 
  
As stated in the title, these are only guidelines for the proper use of this form. The Guidelines presented here 
should be used in conjunction with, and as a supplement to, your professional education, and are in no way 
meant to be a substitute for a proper professional education. Seek guidance from your Broker and/or your legal 
counsel if you have any questions about the proper use of this or any PAR form in a transaction. 
 
To make these Guidelines more useful there may be helpful “extras” added to the main text. Many of the 
“Note” or “Practice Tip” items you will see are based, in part, on the experiences of PAR members and legal 
counsel, and are designed to point out some of the more practical items involved in filling out this form. 
 
Background Information  
In some cases, buyers are willing to pay more than the listing price for a property. Though this could happen 
for many reasons, the most likely occurrence comes when the seller has more than one offer in hand. Many 
times, in this scenario the multiple buyers are interested in offering more money than what their competitors 
are offering, up to a certain amount. Form PEA is designed to handle this bidding process. The form is 
presented with a fully completed Agreement of Sale as an additional term of the Agreement. In essence, a 
buyer is submitting an offer with a formula as the Purchase Price instead of an exact number. This Addendum 
provides the formula for increasing the price. Lack of a specific Purchase Price does not void the 
Agreement. 
 
Identifying Information 
Insert the street address of the Property, the name(s) of the Seller, and the name(s) of the Buyer in lines one 
through three. This should be the same basic information as is included in the Agreement of Sale to which the 
form will be attached. 
 
Paragraph 1: BINDING AGREEMENT 
When Form PEA is presented to the Seller with a completed Agreement of Sale, the intent is to make the 
terms of the Addendum become part of the contract. If the Seller signs the Agreement and therefore accepts 
the offer, then the Seller is also accepting the terms of Form PEA and any other addenda that may be part of 
the deal. After the Agreement has been executed, the Seller cannot force the Buyer to increase their Purchase 
Price/Net Purchase Price because the Seller has received a backup offer with a higher Net Purchase Price. 
 

NOTE: A seller can make a counteroffer that excludes the addendum. If the seller receives multiple 
offers, each with an escalation clause, the seller may make a counteroffer to a buyer that ignores the 
escalation addendum but increases the Purchase Price. The buyer can accept or reject that 
counteroffer, of course. 
 

Paragraph 2: SETTING THE PRICE 
There are two blanks to fill in this Paragraph. The first blank is where you would put the increment by which the 
Buyer would like to increase their Net Purchase Price, if necessary (e.g., $1,000). Into the second blank, you 
should insert the highest Purchase Price the Buyer is willing to offer. 
 
There are two pricing considerations, the Purchase Price (as stated in the Agreement) and the “Net Purchase 
Price.” Net Purchase Price (“NPP”) is defined as the Purchase Price minus seller assist or other seller 
concessions. 
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Seller concessions are costs that the Seller agrees to pay in order to reduce the Buyer’s costs at settlement. 
There are several fees that the Seller can pay for – and many that they cannot – and there is often a limit on 
the amount of money that the Seller can contribute towards the Buyer’s fees. The amount may vary depending 
on the type of loan that the Buyer is using and the amount of the down payment. 
 

Example:  An Agreement with a Purchase Price of $200,000 and a seller assist of $2,500 has an NPP 
of $197,500. 

 
$200,000 Purchase Price 
  - $2,500 Seller Assist 
$197,500 Net Purchase Price (NPP) 

 
NOTE: When trying to figure out if the price escalation clause is applicable, the Seller must understand 
the difference between net purchase price and net proceeds. The Seller offering to pay the cost of the 
appraisal is an example of a seller concession; that cost can be deducted from the Purchase Price to 
arrive at the NPP. On the other hand, the Buyer offering to pay the entire transfer tax is not included in 
the calculation of NPP, it merely increases the total amount of money that the Seller may receive at 
closing and has nothing to do with the Purchase Price of the Property. While the net proceeds are 
certainly something the seller should consider, the price escalation addendum only concerns itself with 
the NPP and the Purchase Price. 

 
The escalation addendum compares NPPs in a way that allows the Buyer to increase their ultimate Purchase 
Price to a level that makes the NPP of their Agreement higher than the NPP of a competing offer. The 
increased NPP (if any) affects the Purchase Price, but the comparison of the offers uses the NPP. The 
Purchase Price has a maximum value of the amount inserted in the form.  
 

NOTE TO BUYER AGENTS: When considering the value to put as the maximum Purchase Price, it is 
important to factor in any reductions that the Buyer is asking for in the form of a seller assist or other 
seller concessions, as to make it more likely that the Buyer’s NPP is higher than that of a competing 
offer. Be sure to fill in a maximum Purchase Price in the second blank. This number should be carefully 
reviewed with the Buyer and compared to the figures in financing paragraph of the Agreement of Sale. 
 
NOTE TO SELLER AGENTS: The first step in properly using Form PEA is to calculate the NPP of 
each offer. The addendum will only increase the Purchase Price if there is a competing offer with an 
NPP that is equal to or higher than the NPP of the offer with the escalation clause. In the example 
below, if Offer #1 has an escalation addendum, it wouldn’t matter because it’s the higher NPP. 
 
Example: Offer #1: Purchase Price: $200,000 – No Seller Assist = NPP: $200,000 
 Offer #2: Purchase Price: $200,000 – Seller Assist: $2,500 = NPP: $197,500 

  
Offer #1  Offer #2  

$200,000  $200,000 Purchase Price 
-          $0  -   $2,500 Seller Assist 
$200,000  $197,500 Net Purchase Price (NPP) 

 
Although both offers were submitted with the same Purchase Price, Offer #1 has the higher NPP. However, 
let’s say that Offer #2 includes an escalation clause with increasing increments of $1,000 up to $210,000. As 
long as the escalated purchase price does not exceed the maximum Purchase Price, Form PEA will increase 
the Purchase Price in the agreement of sale. 
 

NOTE: At this stage, we are only comparing NPPs to determine if the price escalation clause applies. 
You can see from the example above that offers with the same purchase price can net different 
amounts. 

 



Guidelines for Preparation and Use – PEA                                                                                                                                       7/22 revision 4 

When there are multiple offers with escalation clauses, the highest maximum escalated NPP of the 
competing Agreement(s) is where the Seller should begin when comparing escalations. This creates a shortcut 
and prevents you from having to ping-pong back and forth between offers multiple times as illustrated below. 
 

NOTE TO SELLER AGENTS: This means that you will have to calculate the maximum NPP for each 
competing offer. The maximum NPP and the maximum Purchase Price stated on line 11 of Form PEA 
are not necessarily the same number. You must account for the seller assist and any other seller 
concessions. 

 
Example: Offer #1: Offer #2: 
 Purchase Price: $200,000 

NPP: $200,000 
Escalation increment: $1,000 
Maximum Purchase Price: $205,000 
Maximum NPP: $205,000 

Purchase Price: $200,000 
NPP: $197,500 
Escalation increment: $1,000 
Maximum Purchase Price: $210,000 
Maximum NPP: $207,500 

 
The higher NPP of Offer #1 would trigger the escalation clause of Offer #2 and bring the escalated NPP of 
Offer #2 to $201,000. This, in turn, would trigger the escalation clause of Offer #1 and bring the NPP of Offer 
#1 to $202,000 and so on and so forth. Rather, you can tell from the calculations that the Maximum NPP of 
Offer #1 is lower than the Maximum NPP of Offer #2, so just start with Offer #1 at $205,000 (the maximum 
NPP) then add the $1,000 increment from Offer #2 to end up with final NPP of $206,000 for Offer #2.  

 
Offer #1:   Offer #2: 
Highest NPP of $200,000  $200,000 competing NPP 
    + $1,000 escalation increment 
competing NPP $201,000  $201,000 
escalation increment  + $1,000    
 $202,000  $202,000 competing NPP 
     +$1,000 escalation increment 
competing NPP $203,000  $203,000  
escalation increment  + $1,000   
 $204,000  $204,000 competing NPP 
   + $1,000 escalation increment 

Just start here! $205,000  $205,000 
 
Paragraph 3: AMENDMENTS 
The third paragraph is intended to address any additional changes that may have to be made to the 
Agreement in light of the potential escalation of the Purchase Price. An increased Purchase Price can affect 
many issues that are involved in the transaction, including the mortgage contingency, the mortgage lender, the 
mortgage amount and interest rate, the mortgage type, and appraisal contingency. There are four check boxes 
in this section to indicate what changes (if any) may be made. 
 

Mortgage Contingency: Check this box if the buyer wants to waive the mortgage contingency if the 
price is escalated. In the instance that one is using Form PEA to outbid their competitor, the Buyer may 
also decide to waive the mortgage contingency to make their offer more attractive to the Seller.  
 
Additional Cash, No Change to LTV: Check this box if the Buyer will be making up any portion of the 
difference between the loan amount and the escalated Purchase Price in cash, but will want the loan 
amount listed in the Agreement to change so that the LTV stays the same. In this instance, the Buyer’s 
increase to the loan amount will be limited to an amount that will not exceed the maximum LTV ratio as 
stated in the financing portion of the Agreement. 
 
Example: Buyer submits an offer with a Purchase Price of $200,000 and elects the mortgage 

contingency. The Buyer’s stated loan amount is $170,000 and the maximum LTV is 85%. 
However, the Buyer’s offer also contains an escalation addendum, which ultimately raises 
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the Purchase Price to $210,000. By selecting this clause, the Buyer could increase their 
loan amount to $178,500 and still stay within an LTV of 85%; the remaining $31,500 would 
be presented in cash at settlement. 

 
Additional Cash, Change to LTV: Check this box if the Buyer will be making up any portion of the 
difference between the loan amount and the escalated Purchase Price in cash, but will want to change 
the LTV stated in the Agreement due to the price escalation. The Buyer can declare the amount of 
money they will be presenting to the Seller at settlement, with the rest of the difference added to the 
loan amount. Here, unlike the option above, the Buyer is not limited in the amount that will be added to 
the loan by the LTV. 
 
Example: Buyer submits an offer with a Purchase Price of $200,000 and elects the mortgage 

contingency. The Buyer’s stated loan amount is $170,000 and the maximum LTV is 85%. 
The Buyer’s offer also contains an escalation addendum, which ultimately raises the 
Purchase Price to $210,000. However, the Buyer can only provide $5,000 in cash at 
closing and wants to add the remaining $25,000 to the loan. This will result in an LTV of 
98% and an increased loan amount of $205,000. 

 
NOTE: Selecting this option does not mean that the LTV must change, it simply means that the 

change to the loan amount is not controlled by any maximum LTV stated in the mortgage 
contingency. 

 
Pre-Approval Letter: Check this box if the Buyer will be submitting a new application for financing if 
the Purchase Price is modified by Form PEA. Enter the number of days that the Buyer will need to 
obtain a pre-approval letter and provide that documentation to the Seller. The Buyer would select this 
option if they believe there will be multiple changes to the terms outlined in the financing paragraph of 
the Agreement and will essentially be starting from scratch, submitting a new application for financing 
according to the escalated terms. 
 

Paragraph 4: APPRAISAL CONTINGENCY 
If the Buyer or Seller needs the Property to appraise at a fixed dollar value, check the box here to indicate that 
an Appraisal Contingency Addendum is attached. An Appraisal Contingency Addendum may allow the Buyer 
to terminate the Agreement of Sale if the Property does not appraise for a specified value. The Seller may use 
the presence of an appraisal contingency as a factor in selecting an offer. 
 
Paragraph 5: COMPETING OFFERS 
The Escalation Addendum only becomes active if there is another bona fide offer from a qualified purchaser. 
The Seller is required to provide a copy of the other agreement of sale for the Buyer to verify that it exists. 
Without another higher, valid offer, the original Purchase Price stays in effect unless the Buyer and Seller 
negotiate another price. If fraud is uncovered in a competing offer, it may be possible for the Buyer to 
deescalate their Purchase Price. 
 

Example: Offer #1: Purchase Price: $200,000 - Seller Assist $5,000 = NPP $195,000 
Offer #2: Purchase Price: $198,000 - Seller Assist $1,000 = NPP $197,000 
If Offer #2 had an escalation clause it would not be used because the Net Purchase Price in 
Offer #2 is already higher than Offer #1, even though Offer #1 has a higher Purchase Price. 

 
NOTE: The listing agent should provide a full copy of the competing offer to the Buyer in order to justify 
the escalation, not just the first few pages. Before providing the document, the name(s) and address of 
the buyer(s) from the competing offer should be made unreadable to protect their privacy. 

 
Questions may arise about the overall “value” of another offer. For the most part, buyers don’t get to challenge 
the Seller’s decision based on what the Buyer thinks was the better offer. The only terms being compared are 
the NPPs. Nothing says that the other offer has to have other terms that are equal to or better than the offer 
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submitted by the Buyer – they just have to be real offers from real potential purchasers. In short, if the Buyer 
wants the benefit of the automatic price increase, they don’t get to select when it applies and when it doesn’t. 
 

Example:  
 

   
 
 
 
 
 

While some may consider Offer #1 to be the “better” offer, even without the escalation clause, the existence of 
a bona fide offer in Offer #2 with a higher NPP triggers the escalation clause in Offer #1. It is at the Seller’s 
sole discretion to accept or reject offers. This Addendum is only intended to be used as a tool to increase 
the Purchase Price and not to change terms unrelated to the Purchase Price. 
 

NOTE: The Seller may find it helpful to use the Multiple Offer Summary Worksheet (PAR Form MOS) to 
compare the terms of several offers. 
 

Paragraph 6: SELLER’S FINAL STEPS 
If the Seller accepts the Buyer’s offer with the increased Purchase Price pursuant to this Form, then the Seller 
must calculate the increased Purchase Price and fill in the blanks after the Buyer’s signature(s). The Buyer 
must understand that if the Seller accepts the offer, the terms presented in the Agreement and the PEA will be 
binding without any further action by the Buyer. The Buyer agrees to execute any additional paperwork 
necessary to reflect the terms of the contract and if the Buyer fails to do so, it could amount to default. 
 

Note: Changing the Purchase Price or other mortgage terms stated in the Agreement of Sale does not 
change the Execution Date. All other conditions of the Agreement will remain in full force and effect. 

 
It is a two-step process to calculate the escalated Purchase Price, which starts by calculating the escalated 
NPP. Add the escalation increments to the NPP of Offer #1 so that the NPP of Offer #2 is one increment more 
than Offer #1; this is your Escalated NPP. In the example below, this would mean adding $1,000 (escalation 
increment) to the NPP of Offer #1 ($200,000) so that the NPP of Offer #2 is $201,000 (Escalated NPP). 
 
Next, subtract the original NPP from the Escalated NPP to determine the overall escalation amount. Offer #2’s 
original NPP was $197,500, which creates an escalation amount of $3,500.  
 
Lastly, add the escalation amount to the Purchase Price to arrive at the Escalated Purchase Price. This would 
bring the Purchase Price of Offer #2 to $203,500. If the Escalated Purchase Price is not more than the 
Maximum Purchase Price, then the Purchase Price can be amended. 
 

Note: The form does not allow for partial increments to be applied to escalate the NPP or Purchase 
Price. For example, if the Maximum Purchase Price from the example below was $204,000 rather than 
$205,000, the Seller cannot add a second escalation increment of $1,000 (if there were another 
escalation clause in play which required that addition, of course) because that full increment would take 
the Escalated Purchase Price to $204,500 which is more than the Maximum Purchase Price. Neither 
can the Seller just change the Escalated Purchase Price to $204,000 because the terms of the 
addendum do not allow for that. This is a perfect time for the Seller to make a counteroffer. The Seller 
knows that the Buyer is willing to pay as much as $204,000 but the terms of the contracts do not 
support an automatic adjustment to the price, which means that it will take an agreement of the parties 
to change the Purchase Price. 
 
 
 

 

Offer #1: Offer #2: 
NPP: $200,000 
Closing: 30 days 
No inspections 
Escalation clause offering to beat 
competing offers by $1,000 up to 
$210,000 maximum 

NPP: $207,000 
Closing: 120 days 
All inspections 
No escalation clause 
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Example: Offer #1 Offer #2 
 Purchase Price: $200,000 Purchase Price: $200,000 
 Seller Assist: $0 Seller Assist: $2,500 
 NPP: $200,000 NPP: $197,500 
 No escalation clause Escalation increment: $1,000 
  Maximum Purchase Price: $205,000 
   
Step 1:   Step 2:  
Offer #1 (highest) NPP $200,000  $201,000 Escalated NPP 
+ escalation increment of Offer #2 +  $1,000  -  $197,500 Offer #2 NPP 
Escalated NPP $201,000  $3,500 Escalation amount 
     
   Step 3:  
   $3,500 Escalation amount 
   + $200,000 Offer #2 Purchase Price 
      $203,500 Escalated Purchase Price 

 
Signatures 
The Buyer must sign and date the Addendum when presenting it with an Agreement of Sale. If the Seller 
accepts the Buyer’s offer with an adjusted Purchase Price as indicated on Form PEA, then the Seller will fill in 
the original and the new Purchase Price as indicated above. The Seller must also sign and date Form PEA and 
the Agreement of Sale to finalize the contract. 
 
 
 
 
 
 
 
 
 




