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QUESTION: I am writing an offer for my client to purchase a commercial property. My client will be financing his 

purchase. Much like paragraph 1(d) of the standard residential sales contract (Form 2-T), paragraph 1(b) of the standard 

agreement for the purchase of commercial property (Form 580-T) has a line to insert the total purchase price, and then 

several lines indicating how that price will be paid, i.e. for earnest money, delivery of a promissory note, cash at closing, 

etc. When completing the form, I noticed that there is no longer a line to insert “Proceeds of a new loan.” What happened 

to that line? And how I am I supposed to complete the form without showing my client’s loan amount? 

ANSWER: Effective July 1, 2020, Standard Form 580-T was amended in several ways. One change was to eliminate 

paragraph 1(b)(ii) where buyers had always inserted the amount and terms of the loan they intended to obtain to finance 

their purchase. This change was made because of another change to Form 580-T: the elimination of the loan contingency. 

For many years, Form 580-T has provided buyers with a period of time, known as the “Examination Period,” within which 

to investigate the subject property. Much like Form 2-T’s Due Diligence Period, the duration of the Examination Period is 

a negotiated term. Paragraph 6(d) of Form 580-T states that if the buyer chooses not to purchase the property, for any reason 

or no reason, and provides written notice to seller prior to the expiration of the Examination Period, then the agreement is 

terminated and the buyer is entitled to a return of their earnest money.   

Despite the existence of this provision, Form 580-T historically included a loan contingency which made the buyer’s ability 

to obtain the loan described in paragraph 1(b)(ii) a condition of the contract. This meant that a buyer who could not obtain 

a loan could walk away from the transaction at any time before closing. Since a “failure of condition” is not the same thing 

as a breach of contract, the buyer could recover their earnest money deposit even if the buyer terminated at the last minute.  

The Commercial Forms Committee decided to eliminate the loan contingency. Under the new form, a buyer can no longer 

walk away from a transaction at the last minute and recover their earnest money deposit. Instead, the buyer must determine, 

during the Examination Period, whether he or she will have the funds needed to close the transaction. If the buyer fails to 

terminate the contract during the Examination Period, a loan needed to finance the transaction falls through, and the buyer 

is unable to close, the buyer will be in breach of contract and seller will be entitled to the earnest money deposit.  

Because of the elimination of the loan contingency, there was no longer a need to identify the source of buyer’s funds to be 

delivered at closing. Under the new version of Form 580-T, buyers now merely need to include that amount on the line in 

paragraph 1(b)(iv) entitled: “Cash, balance of Purchase Price, at Closing.” 
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