SAMPLE LETTER OF INTENT (STOCK SALE) 

(This sample letter must be customized to individual situations) 

Mr. A. Jones 

ABC Company, Inc. 

8700 State Street 

Detroit, MI 12345 

Re: Stock Purchase of ABC Company, Inc. (the "Company") 

Dear Mr. Jones: 

The purpose of this letter is to outline the preliminary discussions and negotiations we have had regarding the proposed purchase of all issued and outstanding stock of the Company from the undersigned stockholders (the "Stockholders") by XYZ Corporation (the "Buyer"). Any agreement between us (except for the binding provisions of paragraphs 5,8,9,10,11, 12,13 and 14 below) shall be subject to execution of an Agreement of Sale and other final documentation in forms satisfactory to the Stockholders, the Buyer and each of their counsel. This letter of intent does not contain all matters on which agreement must be reached in order for the sales transaction to be consummated as it is intended solely as an outline of certain material terms. 

Based on Buyer's knowledge of the Company and its assets, the purchase of all the issued and outstanding stock of the Company will be made under the following general terms and conditions, subject to the agreement of the parties: 

 1. Purchase Price. Buyer will purchase and the Stockholders will sell all the issued and outstanding stock of the Company for aggregate consideration of $___________ , consisting of $________ for the stock (the "Purchase Price") and $_______ as set forth in paragraph 3. This amount will be payable in cash at closing, except for amounts payable under paragraph 3, which will be payable in cash as described in paragraph 3. The parties agree to use their best efforts to close the transaction by (date). 

 2. Purchase Price Adjustment. The Purchase Price is based on the Company having a net worth at closing of $ ______. Within (_) days of the closing, the Buyer will cause the Company to prepare a balance sheet as of the closing date (the "Balance Sheet") and submit the Balance Sheet to the Stockholder. The Balance Sheet will be prepared in accordance with generally accepted accounting principles consistently applied. The Stockholders and their accountants will have the right to review the Balance Sheet and the books and records of the Company related thereto. This review will be completed by the Stockholders and their accountants within (_) days after the Balance Sheet is submitted to the Stockholders. The definitive Agreement of Sale will set forth procedures for resolving any disputes regarding adjustments proposed to be made to the Balance Sheet by the Stockholders and their accountants. Buyer will promptly pay to the Stockholders in cash any amount by which the Company's net worth set forth in the Balance Sheet exceeds $______, and the Stockholders will promptly pay to the Buyer in cash any amount by which the Company's net worth set forth in the Balance Sheet is less than $______. Any such payment will be deemed to be an adjustment to the Purchase Price. 

 3. Consulting/Employment and/or Noncompetition Agreements. The Stockholders will each agree to enter into consulting! employment and/or noncompetition agreements with the Buyer and/or the Company on terms and conditions agreeable to the 
parties. Of the $ ______ aggregate consideration in paragraph 1, $ _____ will be allocated to those agreements. This $_____ amount will be payable in installments without interest as follows: $_____  at closing; $_____on the first anniversary of closing; and $____ on the second anniversary of closing.
 4. Definitive Agreement. Promptly after the date of your acceptance of this letter of intent, Buyer and the Stockholders will engage in good faith negotiations with a view to executing a definitive Agreement of Sale within (_) days. 

The Agreement of Sale will contain representations, warranties, covenants, conditions, and indemnities of the Stockholders which are customary to transactions of the type described herein including, but not limited to, representations as to the accuracy and completeness of the financial statements of the Company, disclosure of all contracts, commitments and liabilities, direct or contingent, the due organization and proper capitalization of the Company, the compliance by the Company with applicable provisions of law and regulation, including, without limitation, provisions of environmental law and regulation, and similar provisions. The Agreement of Sale will also contain representations and warranties of Buyer which are customary to transactions of the type described herein including, but not limited to, representations as to the due organization and proper capitalization of Buyer, and the compliance by Buyer with applicable provisions of law and regulation. 

 5. Finder's Fees. Neither the Company nor Buyer shall be responsible for the payment of any finder's fee, broker's fee or commission of any sort in connection with the transaction described herein. The Stockholders shall be responsible for payment of any such fee. 

 6. Conditions to Closing. The closing of this transaction shall be subject to the satisfaction of customary conditions to closing including, but not limited to, the following: 

(a) Buyer's completion to its satisfaction of its due diligence investigation, including any environmental due diligence investigation, of the business and financial condition of the Company.

(b) The approval of the transaction and the Agreement of Sale by the Board of Directors of the Buyer. 

(c) There shall have been no material adverse change in the business or prospects of the Company between the execution of this letter of intent and the closing of the transaction contemplated hereby. 

(d) The negotiation and execution of an Agreement of Sale mutually acceptable to the parties hereto as further stated herein and containing representations, warranties-covenants, conditions, and indemnities customary in transactions of this type. 

(e) That at closing all of the issued and outstanding stock of the Company will be transferred to Buyer free and clear of all encumbrances, security agreements and restrictions. 

(f) The negotiation and execution of an employment agreement with Mr. ______ on terms and conditions agreeable to the parties thereto providing for a base salary and mutually agreed incentive compensation based on performance measures. 

(g) Discussions acceptable to Buyer shall have been had with material suppliers and customers of the Company, with the understanding that all discussions and communications with such suppliers and customers will be with the consent and cooperation of the Company. 

(h) That prior to closing all indebtedness of the Company to the Stockholders or any affiliates of the Company or the Stockholders shall have been satisfied in full or forgiven with no adverse tax consequences to the Company, and all indebtedness of the Stockholders and their affiliates to the Company (with the exception of note receivable from Shareholder secured by residential property) shall have been paid in full. 1. 

(i) The negotiation and execution of mutually acceptable leases with respect to the Company's operating facilities (the "Properties"). 

 7. Property. Buyer will cause the Company to either lease the Company headquarters facility for a period of ( __ ) years, with an option to renew for an additional ( __ ) years or purchase the facility - in either case at fair market value. 

 8. Expenses. Each of the parties hereto shall pay its own expenses in connection with the transaction contemplated hereby. 

 9. Due Diligence. The consummation of the transaction contemplated hereby will be subject to the satisfactory completion of a due diligence review of the Company by Buyer. Promptly after the execution of this letter of intent and continuing until consummation of the transaction contemplated hereby, the Stockholders will cause the Company (i) to provide Buyer and its representatives with access to the offices and facilities of the Company and its subsidiaries, together with such records as are reasonably requested by Buyer for the purpose of reviewing the business and operations of the Company, if any; (ii) to provide Buyer and its representatives with information reasonably requested by them. concerning the facilities, assets, records, financial condition, legal compliance, environmental liabilities, and results of operations of the Company, if any; and (iii) to otherwise cooperate with and assist Buyer and its representatives in connection with their review thereof. 

 10. Confidentiality. Without the express written consent of all the parties hereto, each of the parties hereto agrees to maintain in confidence and not disclose to any other person the existence of this letter, the terms of the proposed transaction or the information delivered in connection with the proposed due diligence investigation, other than disclosures required to obtain the approvals for the transactions contemplated hereby, disclosures to those professionals and advisors who have a need to know, or any other disclosure required by applicable law. In the event that Buyer or any Stockholder is at any time requested or required (by oral questions, interrogatories, request for information or documents, subpoena or similar process) to disclose any information supplied to it in connection with this transaction, such party agrees to provide the other parties prompt notice of such request so that an appropriate protective order may be sought and/or such other party may waive the first party's compliance with the terms of this paragraph. 

 11. Exclusivity. By the Stockholders' agreement hereto, the Stockholders recognize that the investigation contemplated by this letter and the review and drafting of the necessary documentation will involve the expenditures of substantial time and expense by Buyer. In consideration thereof, the Stockholders, on their own behalf and on behalf of their affiliates, including, without limitation, the Company, agree that for a period of ( __ ) months after the date of this letter, they shall not make or solicit or encourage any offer or obtain any offer or otherwise provide any assistance in aid of any offer for the sale, lease or transfer of all or any entity other than Buyer. The foregoing exclusivity commitment is subject to Buyer completing its due diligence with respect to the Company's inventory and inventory valuation procedures within ( __ ) days of the date hereof; if Buyer's due diligence with respect to the Company's inventory valuation procedures is not completed within this ( __ )-day period, the exclusivity commitment set forth in the preceding sentence will terminate and no longer be effective. The Stockholders also represent that they have full right and authority to enter into and consummate the agreements and transactions contemplated hereby free of claims of any other person or entity, and agree to defend and hold Buyer harmless from any claim or action made or brought against Buyer by reason of the agreements or transactions contemplated hereby. 

 12. Governing Law. This letter of intent shall be governed by the substantive laws of the State of ______ 

 13. Conduct of Business. The Stockholders agree that, pending negotiation of the Agreement of Sale, they will cause the Company to operate its business only in the usual, regular and ordinary manner so as to maintain the goodwill it now enjoys and, to the extent consistent with such operation, they will use all reasonable efforts to preserve the Company's present officers and employees, and to preserve relationships with customers and others having business dealings with it including, but not limited to, causing the Company to pay suppliers and vendors in accordance with its usual business practices in a timely fashion. The Stockholders will use their best efforts at all times prior to the negotiation and execution of the Agreement of Sale, at the Company's expense, to cause the company to continue to service and maintain in good condition the assets in the manner consistent with its past practice. 

 14. In the event that at any time the Buyer determines not to proceed with the transaction contemplated hereby, the Buyer will formally terminate this letter of intent.

 15. THIS LETTER OF INTENT IS NOT, AND YOUR ACCEPTANCE HEREUNDER DOES NOT CONSTITUTE AN AGREEMENT TO CONSUMMATE THE TRANSACTION DESCRIED HEREIN, OR ANY AGREEMENT TO ENTER INTO A FORMAL CONTRACT WI1H RESPECT TO SUCH TRANSACTION. IT IS UNDER- STOOD THAT THIS LETTER IS MERELY A STATEMENT OF INTENT AND WHILE THE PARTIES APPEAR TO AGREE IN PRINCIPLE TO THE CONTENTS HEREOF AND PROPOSE TO PROCEED PROMPTLY AND IN GOOD FAITII TO WORK OUT ARRANGEMENTS WITH REGARD TO THE CONSUMMATION OF THE TRANSACTIONS CONTEM- PLATED HEREBY, ANY LEGAL OBLIGATIONS BETWEEN THE PARTIES HERETO SHALL BE ONLY AS SET FORTH IN A DULY NEGOTIATED AND EXECUTED FORMAL WRITTEN CONTRACT IF THE PARTIES ARE SUCCESSFUL IN NEGOTIATING SAME. ACCORDINGLY, EXCEPT FOR THE PROVISIONS OF PARAGRAPHS 5,8,9,10,11,12, 13 AND 14, WHICH SHALL BE BINDING UPON AND INURE TO THE BENEFIT OF EACH OF US AND OUR RESPECTIVE SUCCE,SSORS AND ASSIGNS, THIS LETTER OF INTENT DOES NOT CONSTITUTE A BINDING AGREEMENT NOR DOES IT CONSTITUTE AN AGREEMENT TO ENTER INTO AN AGREEMENT AND THE TERMS HEREOF ARE SUBJECT TO THE EXECUTION AND DELIVERY OF A ,FORMAL AGREEMENT OF SALE. SUCH FORMAL AGREEMENT OF SALE SHALL BE IN FORM AND CONTENT SATISFACTORY TO ALL PARTIES, INCLUDING THEIR RESPECTIVE COUNSEL. 

If the foregoing is acceptable and sets forth our mutual understandings concerning these matters, please so indicate by signing below and returning a fully signed original to us on or before (date). 

XYZ CORPORATION 


By: ___________________



Accepted and agreed to this _____ day of ______, 20__  


_______________

_________________

_________________


_______________

_________________

_________________
