ASK A LAWYER .

Letter of intent.

can be key step
in reaching deal

A way to set terms and timetables

Q. When entering into a trans-
action, should you sign a letter of
intent?

Letters of Intent {“LOIs")
state the terms of a transaction
before a formal contract is
signed. They are ullen viewed as
an “agreement to-agree,” but aiso
serve as an important first step
toward consummating a transac-
tion. Non-binding letters of in-
tent give each party the ability to
“kick-out,” or terminate. They
are appropriate when the parties
have not reached agreement on
all the elements of a deal, or
when one of the parties is not
fully committed to the transac-
tion and may still be “shopping”
the deal. Binding letters of intent
obligate the parties to use good-
faith efforts to finalize a formal
contract. Binding letters of intent
are used when one side believes
it has secured a favorable deal
and will not risk the other party
shopping the deal.

A letter of intent will identify
the parties, describe the transac-
tion; fix the purchaseprice, set
closing date; specify conditions
to closing and often provide for
inspecticn rights. You should
make sure the person executing
the letter of intent has the au-
thority to sign the document, as
you do not want to proceed to
formal conbract only to find out
vou were not dealing with a de-
cision-maker.

Many transactions are subject
to conditions such as due dili-
gence and financing. You should
carefully define the scope and
timetable within which due dili-
gence must be completed and a
financing commitment secured.

From: the buyer's perspective, the
right to terminate at the expira-
livn of due diligence should be
broad enough to allow the pur-
chaser to terminate in its sole
discretion, for any reason or no
reason, regardless of the resuits
of due difigence.

Because ietters of intent are
often viewed as merely an
“agreement to agree,” parties
should plainly state those provi-
sions they intend to be abie to
enforce upon a breach, Because
breaching a letter of intent may
subject a party to monetary
and/or equitable damages, each
party will likely seek to limit its
exposure to damages in the
event the letter of intent is
breached.

It is imperative to know and
understand each party’s objec-
tive before a letter of mient is

-sprepared and executed. If done

properly, a letter of intent can
serve as more than simply an ex-

. pression of the parties’ intent to
 negotiate and consummate a

fransaction; it can help shepherd

2t the transactionto'a Stecessful
“conclusion.

Iyna Lomaga Carey is a
member of the real estate depart-
ment at Cole, Schotz, Meisel, For-
man & Leonard, PA, the largest
laz firm in Bergen County. She
can be reached at icarey®
coleschotz.com.

Send your questions to
BusinessNews@northjersay.com.
This colurnn is not intended to

offer legal advice, which can only be
given after the attomey understands
the facts of & particuiar matter and
the goals of a client.

'

-NOLLOHS -

E o =
Eg )
GF =
£
1 ¥
o

AMYVYIN JHL



