Anatomy of a Letters of Intent – Ver2
It is sometimes very useful to enter into a “letter of intent” for doing a particular deal.  For example, you may want to sign a letter of intent to buy a business, to enter into a joint venture or to enter into a major contract.

A letter of intent allows the parties to indicate that they are seriously interested in doing a deal and wish to explore further discussions.  The letter of intent can lay out the principal terms of the proposed deal to make sure there is “meeting of the minds.”

There are different philosophies about letters of intent.  One view is that letters of intent should be short and sweet, highlighting only the really important points.  In that way, the parties feel that they have momentum towards a deal.  The other view is that letters of intent should be relatively long with every major point addressed in the letter.  In that way, it is felt, the parties will be less likely to encounter stumbling blocks when they try to put together a definitive contract.  

The right approach will depend on the circumstances and on your personal preferences.

Here are some questions the letter of intent should attempt to answer:

· Confidentiality.  Is the fact that discussions are going on to be kept confidential?  What obligations will there be on the other side to keep information you give them confidential?

· Structure.  What is the basic structure of the deal?

· Price and Terms.  How much is involved?  Will the payment be in cash or spread out over time?

· Main Obligations.  What are the key obligations of each side?

· Closing.  By what date will the parties be trying to sign a definitive contract and have a closing?

· Exclusivity.  Will there be a period of exclusive negotiations between the parties?

· Conditions.  What are the key conditions that have to occur before a final agreement can be executed?

· Binding Obligations.  What obligations in the letter of intent are intended to be binding on the parties?  You want to be careful here, as you don’t necessarily want something in the letter to bind you to move forward on the deal.  Typically you will want to say that the parties are not bound in any way, except with respect to the confidentiality obligations.
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