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You are correct in your interpretation of paragraph C of the short sale addendum. The earnest 
money and the option fee must be paid even if the contract to which the addendum is attached is 
pending approval from the lender.  Please note, however, that final execution by both parties 
creates the contract, and failure to pay the earnest money may be considered a breach of 
contract.  Additionally, failure to pay the option fee within the period in paragraph 23 of the main 
contract may result in a contract without an option to terminate.   
  
The short sale addendum works just like the back-up addendum in that performance under the 
contract is contingent on something else occurring, i.e. lender approval for the short sale 
addendum or termination of the first contract for the back-up addendum.  However, as you have 
described below, there is a separate paragraph in both addenda that addresses the payment of 
the the earnest money and the option fee under the terms of the contract.   
  
Feel free to forward this response to your membership.  Please let me know if you have 
any additional questions or concerns.   
  
Regards, 
Loretta DeHay 
General Counsel and Interim Administrator 
Texas Real Estate Commission 
512.465.3900 


