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The first part of this two-part series explored the reasons for using Letters of Intent. It also relayed
strategies for tenants to employ in today’s tight real estate market to preserve flexibility while using a
Letter of Intent. Since most tenants rarely enter Letters of Intent in soft markets, many are unaware of
liabilities associated with them. Part two examines the critical elements of Letters of Intent and helps
answer the question “How binding is a Letter of Intent?”

You are the real estate vice president for XYZ Corporation, a rapidly growing software company charged
with establishing a 20,000 square foot regional office in Silicon Valley. With options quickly evaporating
in this very tight market, you sign a Letter of Intent with a landlord to lease 20,000 square feet in your only
viable option. Negotiating the primary business and legal issues before drafting a final lease, you sign a
very detailed 20-page Letter of Intent. The President of XYZ then decides to locate this regional office in
Denver, Colorado. While the Letter of Intent addresses all major issues, it contains the boilerplate dis-
claimer, *“This Letter is not contractually binding; rather its purpose is to outline the basic terms from
which the parties may prepare a Lease. This Letter is subject to approval by XYZ’s Board of Directors.”
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