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SUMMARY

The Utah Supreme Court held that a real estate purchase contract unambiguously allowed buyers to
cancel based on an unfavorable appraisal obtained independently of a lender. The court further held
that the buyers' first addendum was an unsuccessful offer to modify the contract, while their second
addendum effectively canceled the contract under its evaluation provisions. The court remanded for
entry of summary judgment and an award of attorney fees in favor of the buyers.
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QUESTIONS PRESENTED

1. Whether the real estate purchase contract was ambiguous concerning Buyers' ability to cancel based on
an appraisal obtained without a lender.

2. Whether the contract's provision concerning other tests and evaluations encompassed an appraisal
obtained by a self-financed buyer.

3. Whether Addendum No. 3 was a cancellation, a notice of objections, or an offer to modify the contract.

4. Whether Addendum No. 4 validly cancelled the contract under the contract's evaluation and inspection
provisions.

5. Whether Buyers were entitled to summary judgment and attorney fees.

HOLDINGS

1. The real estate purchase contract was unambiguous and could be interpreted as a matter of law.

2. Section 8's provision concerning tests and evaluations was broad enough to include an appraisal
obtained by a self-financed buyer, and Buyers therefore had a contractual right to cancel upon
dissatisfaction with that appraisal.

3. Addendum No. 3 was an offer to modify the contract, not a cancellation or notice of objections, and it
became a nullity when Sellers failed to accept it.

4. Addendum No. 4 was a clear and unequivocal notice of intent to cancel that complied with Section 8.2
and cancelled the contract and Buyers' obligations under it.

KEY QUOTATIONS

“We hold that the REPC is unambiguous and is broad enough to allow cancellation based on an
unsatisfactory appraisal obtained by Buyers.” (¶ 2)

“Addendum No. 4, an unequivocal notice of intent to cancel, to Sellers on December 31, 2007, complied with
Section 8.2 and thus cancelled the REPC and all Buyers' obligations thereunder.” (¶ 26)

FACTUAL BACKGROUND

The parties executed a real estate purchase contract for Sellers' home at a purchase price of $540,000. The
contract contained an appraisal condition tied to a lender appraisal and a broader provision conditioning Buyers'
obligation to purchase on their approval of other tests and evaluations. Buyers, who did not obtain lender
financing, obtained their own appraisal valuing the property at $80,000 below the purchase price, proposed a
price reduction in Addendum No. 3, and then cancelled the contract through Addendum No. 4 after Sellers did
not accept the proposed modification.
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Sellers filed an amended complaint asserting breach of contract and breach of the implied covenant of good faith
and fair dealing and seeking specific performance. Both parties moved for summary judgment, and the district
court denied both motions because it found the real estate purchase contract ambiguous. The Utah Supreme
Court granted Sellers' petition for interlocutory appeal, held that Buyers were entitled to summary judgment, and
remanded for entry of judgment and attorney fees in favor of Buyers.

DISPOSITION

remanded

REMAND INSTRUCTIONS

Remand to the district court for entry of summary judgment and an award of attorney fees in favor of Buyers.
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