PENNSYLVANIA REAL ESTATE - COMPETITIVE OFFER STRATEGY

Buyer Offer
Escalation
Clause Guide

Everything buyers and their agents need to know about using
escalation clauses effectively in Pennsylvania's competitive real
estate market — how they work, how to write them, when to use them,

and how to avoid costly mistakes.
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WHAT IT IS WHEN TO USE KEY RISKS PA-SPECIFIC
An automatic bid Hot markets with Cap exposure, proof ASR addendum
increase above multiple-offer situations requirements & seller language & lender
competing offers counters approval rules

® THE BOTTOM LINE

An escalation clause tells the seller: "/'ll beat any bona fide competing offer by $X, up to a maximum of $Y."

appraisal gaps, lender issues, and strategic manipulation. This guide covers it all.

Amanda Tihey

Used correctly, it keeps buyers competitive without blindly overpaying. Used incorrectly, it exposes buyers to
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CHAPTER 1

What Is an Escalation Clause?

An escalation clause (also called an escalation addendum) is a provision added to a real estate purchase offer
that automatically increases the buyer's purchase price above any competing bona fide offer — up to a pre-set

ceiling. It is a competitive tool, not a guarantee of winning.

ANATOMY OF AN ESCALATION CLAUSE

)

BASE OFFER PRICE

The buyer's initial offer — the
floor bid. This is the price the
buyer is willing to pay if there are
no competing offers. It should be
areal number you'd be
comfortable paying.

)

ESCALATION INCREMENT

The amount by which the buyer's
offer beats any competing bona
fide offer. A meaningful
increment (typically $1,000-
$5,000) signals serious intent
without unnecessary

€)

MAXIMUM CAP PRICE

The absolute ceiling the buyer
will pay — no matter how many
offers come in. This is the most
critical number. It must be one
the buyer is financially and
emotionally prepared to actually

e.g, "l offer $350,000 for this SEEipd) fishE pay.

property..." e.g, "..to exceed any bona fide offer

by $2,500..."

e.g., "..not to exceed a maximum
purchase price of $375,000."

Ik SAMPLE ESCALATION LANGUAGE

"Buyer offers $350,000 for the property located at [address]. In the event Seller receives one or more bona
fide competing offers greater than Buyer's offer price, Buyer's purchase price shall automatically escalate to
exceed the highest bona fide offer by $2,500, not to exceed a maximum purchase price of $375,000. Seller
shall provide a copy of the competing offer to Buyer upon request. If Buyer's maximum price is reached,
Buyer shall have the option to withdraw this offer.”

HOW IT PLAYS OUT — A REAL EXAMPLE

LISTED AT

$340,000

Seller's asking price

YOUR BASE OFFER

$350,000

Your initial bid

COMPETING OFFER

$362,000

Another buyer's flat offer

YOUR ESCALATED PRICE

$364,500

You beat them by $2,500 v

Result: Your escalation clause triggers. You beat the competing $362,000 offer by your $2,500 increment, landing at $364,500 — well
under your $375,000 cap. You win the offer without having revealed your ceiling upfront.



CHAPTER 2

When to Use (and When to Avoid) an

Escalation Clause

An escalation clause is not a one-size-fits-all tool. Used in the wrong situation, it can actually hurt your

negotiating position. Understanding when it helps — and when it doesn't — is critical.

8D USE AN ESCALATION CLAUSE WHEN...

e Multiple offers are expected or confirmed
Your agent learns — through the listing agent — that
other offers are likely or already submitted. This is the
primary use case.

e You want the home but not at any cost
You're willing to beat competitors up to a point, but
want a ceiling to protect yourself from runaway
bidding.

o The marketis competitive & time-sensitive
Pittsburgh metro, suburban corridors, and desirable
school districts frequently see multiple-offer
situations, especially for well-priced homes under
$450K.

e You have solid financing & can close quickly
Escalation clauses pair best with strong pre-approval,
minimal contingencies, and flexibility on closing date
— all things sellers want.

e You'reclose to the seller's price range
Your base offer should be a legitimate, strong starting
point — not a low-ball anchor. Escalation amplifies a
strong offer.

¢

T PITTSBURGH & WESTERN PA MARKET REALITY

A AVOID AN ESCALATION CLAUSE WHEN...

No competing offers exist

If there are no other offers, an escalation clause
reveals your true maximum. A savvy seller's agent
may use your cap as a "counter” price. You've just
shown your hand.

The seller has stated they won't accept them
Some sellers (especially in as-is or estate sales)
explicitly reject escalation clauses in the MLS remarks.
Submitting one can disqualify your offer entirely.

Your cap could create an appraisal gap you can't
cover

If your maximum exceeds likely appraised value, you
may face a gap you need to cover in cash. Make sure
your cap is realistic.

You're bidding on a property with few
comparables

Inrural areas or unique properties, appraisal risk is
higher. A runaway escalation price with no comps is a
financial trap.

Your lender or loan type restricts escalation
clauses

Some FHA and VA loan programs require specific
addendum language or have restrictions. Confirm with
your lender before submitting.

In Pittsburgh's most active submarkets — including Peters Township, Cranberry Township, South Fayette, North
Allegheny SD, and Bethel Park — multiple-offer scenarios are common for well-priced homes, especially in the
$200K-$450K range. Spring and early summer markets regularly produce 5-15+ offers on desirable properties. In
these conditions, escalation clauses are widely used and accepted. However, in slower markets, rural Westmoreland
County, or niche property types, flat offers with strong terms often perform better.

HOT MARKET (5+ OFFERS WARM MARKET (2-4 OFFERS SLOW MARKET (1-2 OFFERS OR
EXPECTED) POSSIBLE) NONE)

Use escalation clause with realistic Consider escalation — verify with Skip escalation — submit your best
cap listing agent flat offer



CHAPTER 3

How to Write a Strong Escalation Clause in
Pennsylvania

In Pennsylvania, escalation clauses are typically added as a separate addendum to the Agreement of Sale

(ASR). The language must be clear, complete, and legally defensible. Here's exactly what to include — and

what to watch out for.

STEP-BY-STEP: WRITING THE CLAUSE

(0]

02

03

04

05

06

Set a Strong, Realistic Base Price

Your base offer should reflect the property's fair market value — or slightly above, in competitive markets. This is not the
place to lowball. An escalation clause built on a low base is easy for sellers to dismiss. In Pittsburgh's active markets,
starting at or near list price signals serious intent.

Pro Tip: Your base price is what you pay if no other offers exist. Make it a number you'd be satisfied paying.

Choose a Meaningful Escalation Increment

The increment should be large enough to clearly beat competitors, but not so large that you overpay unnecessarily. In
Pennsylvania markets, common increments range from $1,000 to $5,000 for residential properties. An increment of $500
is generally too small — sellers and their agents may view it as a "gimmick" bid.

Rule of thumb: Use $2,000-$3,000 for homes under $300K; $3,000-$5,000 for homes $300K-$600K.

Set Your Maximum Cap Carefully

The cap is your most important number. It must be: (1) a price you can actually finance, (2) a price that won't create an
appraisal gap you can't bridge, and (3) a price you're emotionally prepared to pay. Don't set your cap at a number you'd
regret paying. Many buyers set the cap, then forget they might actually have to pay it.

Critical: Check with your lender before setting the cap. Ask: 'If | escalate to $X, what does that do to my monthly payment
and qualifying ratios?'

Require Proof of the Competing Offer

Your addendum should explicitly state that the seller must provide a copy of the competing bona fide offer before the
escalation price is triggered. This protects you from fictional or inflated competing offers. The bona fide offer provision is
a non-negotiable protection — never waive it.

Language to include: 'Seller shall provide a redacted copy of any bona fide competing offer to Buyer upon Buyer|'s request.’

Define 'Bona Fide Offer' in the Addendum

A "bona fide offer" should be defined as a written, signed offer from a financially qualified buyer with no material
contingencies that would make itillusory. This prevents sellers from using low-quality or contingent competing offers to
drive up your price. Some addenda specify "bona fide offer on terms no less favorable to Seller than this Agreement."

Avoid: Clauses that don’t define bona fide — this leaves you vulnerable to fictitious offers.

Include a Withdrawal Option at Cap

If your cap is reached but a competing offer exists above your cap, you should have the option to either match and
proceed or withdraw. Include clear language giving the buyer the right to withdraw the offer if the escalation maximum is
reached.

Sample language: "If Buyer's maximum price is reached, Buyer shall have [48/72] hours to elect to proceed at the cap price
or withdraw this offer.”

[l PENNSYLVANIA-SPECIFIC NOTE

The Pennsylvania Association of Realtors® (PAR) does not publish a standardized escalation clause addendum. Agents
typically use a custom addendum attached to the PAR Agreement of Sale (ASR). The addendum must be signed by the
buyer, reference the ASR by date and address, and clearly specify the base price, increment, cap, and bona fide offer
requirement. Some brokerage firms have their own approved escalation addendum forms — always use your brokerage's
approved language or have an attorney draft custom language.



CHAPTER 4

Risks, Pitfalls & How to Protect Yourself

Escalation clauses carry real risks that many buyers don't fully understand until it's too late. Here are the most

common pitfalls in Pennsylvania transactions — and how to protect yourself from each one.

. The Appraisal Gap HIGH RISK
WHAT CAN HAPPEN

If you escalate to $385,000 but the property appraises at
$360,000, your lender will only lend against $360,000. You
must cover the $25,000 gap in cash — or renegotiate.

HOW TO PROTECT YOURSELF
Set your cap at or near the likely appraised value. If you're
willing to pay above appraisal, include an explicit appraisal gap

clause in your offer AND confirm with your lender that you
have the cash reserves to cover it.

?gf Fabricated or Inflated Competing HIGH
RISK
Offers

WHAT CAN HAPPEN

Without a "bona fide offer" protection and a proof requirement,
unscrupulous listing agents could use a low-quality,
contingent, or even non-existent offer to drive up your
escalation price.

HOW TO PROTECT YOURSELF

Always require written, signed proof of any competing offer
before escalation triggers. Define 'bona fide'in your
addendum. If the seller refuses to provide proof, the escalation
clause should not trigger — state this explicitly.

Revealing Your Maximum to the MEDIUM
Seller S

WHAT CAN HAPPEN

Your escalation cap effectively tells the seller your absolute
maximum. If no competing offer exists, a listing agent could
use your cap as a counter-offer price — extracting value you
didn't need to give.

HOW TO PROTECT YOURSELF

Only use escalation clauses when you have reliable
information that competing offers are likely or already
submitted. Consider submitting a flat offer slightly below your
max instead, and escalating only if asked to resubmit.

. Lender / Loan Program Conflicts MEDIUM RISK

WHAT CAN HAPPEN

Some loan programs — particularly FHA, VA, and USDA —may
require specific addendum language or have restrictions
around escalation clauses that don't fit the standard purchase
agreement structure.

HOW TO PROTECT YOURSELF

Consult your lender before submitting any escalation clause.
Ask: 'Does my lean program have any restrictions on
escalation addenda?' Get it in writing if possible.

. Cap Price Buyer's Remorse e

WHAT CAN HAPPEN

Buyers often set a cap number in the heat of the moment —
then feel trapped when they actually have to pay it. Unlike the
excitement of bidding, closing day feels very real.

HOW TO PROTECT YOURSELF

Before writing the cap number, run it through your budget. Ask
your lender for the monthly payment at the cap price. Make
sure your cap is a number you'd feel good about on the day of
closing.

® SEE IT FROM THE SELLER'S PERSPECTIVE

® sellers Who Don't Accept Escalation Low

[ ETIE-TS RisK

WHAT CAN HAPPEN

Some sellers, estate administrators, REO (bank-owned)
properties, and relocation companies explicitly refuse
escalation clauses. Submitting one can cause your offer to be
rejected outright.

HOW TO PROTECT YOURSELF

Have your agent confirm with the listing agent whether the
seller accepts escalation addenda before submitting. Many
MLS listings or showing remarks will specify this. When in
doubt, submit a strong flat offer.

Sellers may be wary of escalation clauses because they introduce complexity and uncertainty. A seller receiving five

escalating offers must evaluate proof of competing offers, compare net proceeds, and verify lender approval — all under

time pressure. Many experienced listing agents and sellers will prefer a clean, high flat offer over an escalation clause

precisely because it's simpler. In some situations, your agent should advise you to submit your single best price without

escalation — especially when you know sellers value certainty.



Advanced Strategy, Seller Counters & FAQs

ADVANCED STRATEGY TIPS FOR BUYERS & AGENTS

Pair Escalation with Strong Non-Price Terms

Price isn't everything. Pair your escalation clause with a
flexible closing date, pre-approval letter from a well-known
local lender, a personal letter (where legally appropriate), a
larger earnest money deposit, or reduced contingencies.
Sellers weigh the full package.

Consider an 'As-Is' Statement for Minor Defects

In hot markets, buyers who couple an escalation clause with
a statement that they won't request repairs for items under
$X (e.g., $2,000) make their offer more appealing. This
eliminates a major seller concern about post-inspection
negotiation.

Include an Expiration Deadline

Your escalation clause should expire at the same time as
your offer (e.q., 24-48 hours). This creates urgency and
prevents sellers from sitting on your offer while shopping for
a higher competing bid.

Ask the Listing Agent About the Seller's Priorities

A good buyer's agent will ask: 'What is most important to the
seller — price, closing date, certainty of financing?' This
intelligence can help you structure an escalation clause
that's actually attractive, not just technically competitive.

Escalation + Appraisal Gap Waiver = Maximum Power

For buyers with significant cash reserves, pairing an
escalation clause with a partial or full appraisal gap waiver is
the strongest possible offer structure. You're saying: 'I'll beat
anyone AND |'ll cover if it doesn't appraise.' This is very
compelling to sellers.

Get Lender Pre-Approval for Your Cap Price

Before submitting the offer, confirm with your lender that you
qualify for a mortgage at your maximum cap price. Rate
fluctuations or debt-to-income issues could affect your
ability to close if you escalate to your ceiling.

HOW SELLERS MAY RESPOND TO YOUR ESCALATION CLAUSE

Seller Accepts at Escalated Price

The best case. Seller has a competing
offer, your escalation triggers, you beat
it by your increment, and the seller
signs. Your agent verifies the
competing offer. You proceed to
mortgage commitment and closing.

Seller Counters at Your Cap Price

Seller has no competing offer but uses
your cap asa starting point for
negotiation. They counter at your max.
You must decide: proceed, counter, or
walk. This is the risk of revealing your
ceiling.

Seller Rejects & Requests Highest &
Best

Seller receives multiple offers and asks
all buyers to submit their 'Highest and
Best' offer by a deadline. In this case,
submit your absolute best flat offer —
escalation clauses often become moot

FREQUENTLY ASKED QUESTIONS

Q: Can the seller keep my escalation clause confidential
from other buyers?

A: Yes. The seller is not required to disclose your offer terms to
competing buyers. Your escalation cap stays between you, the
seller, and their agent.

Q: Can the seller manufacture a competing offer to trigger
my escalation?

A: This would be fraud and is illegal. Your 'bona fide offer
reguirement and your right to review the competing offer are the
protections against this. If you suspect fraud, consult an attorney
immediately.

Q: Should | use escalation on every offer in a hot market?

A: Not necessarily. Your agent should evaluate each situation.
Sometimes a clean, high flat offer is more appealing than an
escalation clause — especially for sellers who value simplicity
over maximum price.

in H&B rounds.

Q: What if the seller never receives another offer — do| still
pay my base price?

A: Yes. If no bona fide competing offer is received, your
escalation clause does not trigger and you pay your base offer
price. This is how the mechanism is designed to work.

Q: Are escalation clauses legally enforceable in
Pennsylvania?

A: Yes — when properly drafted, escalation clauses are
enforceable contracts in Pennsylvania. Courts have upheld them
when the terms are clear, the bona fide offer is documented, and
both parties understand the mechanism.

Q: What happens if two buyers both have escalation
clauses?

A: Both clauses trigger off each other. The buyer with the higher
cap wins — or if caps are the same, the seller may choose based
on terms. This is rare but possible in very hot markets.



A NOTLEGAL OR FINANCIAL ADVICE

This guide is for educational purposes only and does not constitute legal, financial, or real estate advice. Escalation clause laws and
practices may vary. Consult a licensed Pennsylvania real estate attorney before drafting or signing any offer addendum. Real estate
market conditions change rapidly — always work with a licensed agent familiar with your specific market.

@ ESCALATION CLAUSE CHECKLIST — BEFORE YOU SUBMIT

| Confirmed competing offers are expected or already

submitted

|

Base price is realistic and you'd be satisfied paying it

Escalation increment is meaningful ($1,000-$5,000) L Maximum cap is verified with your lender for financing

| Cap reflects a price you can cover if appraisal is low

! Buyer withdrawal option at cap price is included

Bona fide offer defined & proof requirement included

Offer expiration deadline is included

| Addendum is signed and attached to the ASR = Listing agent confirmed seller accepts escalation addenda

| Lender confirmed loan program allows escalation clauses

Your agent reviewed final addendum language

READY TO MAKE A WINNING OFFER?

Amanda Tihey

REALTOR® | Keller Williams Exclusive - The Steel City Agent

In competitive Pittsburgh-area markets, the difference between winning and losing comes
down to strategy — not just price. I'll help you craft an offer that's competitive, protected, and
structured to win.
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412-852-7776  412-682-0120 thesteelcityagent@gmail.com TheSteelCityAgent.Com
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