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What is a Memorandum of Understanding? The Memorandum of Understanding 

(MOU) is a document that serves as the base of future negotiations between two or more 

parties. These negotiations could later result in the signing of a contract, therefore, this 

document establishes the terms in which the negotiation will be conducted, and also it 

establishes the will of the parties or their preliminary agreement. A MOU in general terms 

does not bind the parties, because it is a kind of draft that only states the intention of the 

parties before reaching a formal agreement; nevertheless, because it lacks a specific 

formality, the parties could in accordance to their interests, agree to make it legally binding. 

 

What are the objectives? The main objectives are: (i) to indicate the interest of the 

parties to celebrate a future negotiation; (ii) to clarify the key points of the negotiation; (iii) 

to provide guarantees in case the deal fails during the negotiation; (iv) in case it is necessary 

to know the intention of the parties, it serves as an interpretative tool of the definitive 

contract.  

 

What are the differences between a MOU and a Letter of Intent? Both are 

documents intended to establish the will and interest of the parties in a future negotiation, 

the differences lie on the formality. The first one of those differences is the number of parties, 

the Letter of Intent only has two parties involved (issuer and receiver), while the MOU can 

have more than two parties. Likewise, the second difference lies on the number of signing 

parties, the Letter of Intent only has to be signed by the issuer, while the MOU has to be 

signed by every party that is involved in the negotiation.  

 

Is a MOU legally binding? In general terms a MOU does not bind the parties, except by 

the confidentiality obligation that it establishes regarding trading information and the 

exclusivity of the business negotiation. Nevertheless, the content is determined by the will 

of the parties, so, if the parties decide it, they can establish that the MOU will legally bind 

them, they could even determine the consequences of breaching it. Therefore, the binding 

nature of the MOU does not lie on the name it receives, but in its content; however, it’s 

important to clarify if the intentions of the parties are to make it legally binding or not.  
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