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JOSEPH YAO
• Patent Attorney assigned to support the ExxonMobil Catalysts & Technology 

Licensing business which licenses a broad portfolio of ExxonMobil's refining, gas and 
chemical technologies and offers specialty catalysts for the manufacturer of fuels, 
lubricant base stocks, basic chemicals and intermediates products. 

• Served as full‐service patent attorney (patent preparation, transactional and 
counseling) for several companies in the Energy and Chemical sector for over 30 
years.

• Former “apprentice” for Patent Boutique Firm that authored the Casebook “Cases 
and Materials on Patent Law.”

• Juris Doctor – Michigan State University College of Law
• Bachelor of Mechanical Engineering – General Motors Institute
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JONATHON HANCE
Jonathon Hance is both a litigator and an intellectual property lawyer. As a litigator,
Jonathon is at home in the court room, where he represents both plaintiffs and
defendants and works hard to enforce his clients’ intellectual property rights and data
confidentiality rights, to protect his clients’ brands, and to resolve complex commercial
disputes in the design and construction, real estate, energy, healthcare, and technology
industries. As an IP lawyer, Jonathon works to protect and monetize his clients’
innovations and protect his clients’ brands across a variety of sectors, including the
energy, real estate, and technology industries. He also advises healthcare institutions
regarding corporate governance issues and patient data privacy and protection under
the Health Insurance Portability and Accountability Act (HIPAA).

Jonathon has degrees from Southern Methodist University in Applied Mathematics,
Computer Science, and Viola Performance and J.D. from Washington and Lee University
School of Law. He is a Certified Licensing Professional (CLP), and he served as a judicial
clerk to the Honorable Jennifer Walker Elrod of the United States Court of Appeals for
the Fifth Circuit.
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AGENDA

• Timeline of a Deal
• Key Confidentiality 
Considerations
‒ Type of Agreement (One‐Way or 

Mutual)
‒ Strength of Agreement
‒ Purpose of the Agreement
‒ Scope of Confidential Information
‒ Limitations on Third‐Party Disclosure
‒ Maintenance of Confidentiality

‒ Period of Confidentiality
‒ Term of Confidentiality Agreement
‒ Disposal of Confidential Information
‒ Remedy for Breach
‒ Disclaimer of Liabilities
‒ Choice of Law & Venue
‒ Improvements
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TIMELINE OF A DEAL

Exchange of non‐confidential non‐enabling information.

Exchange of confidential enabling information.

NDA Term Sheet
Letter of Intent

MOU

Exchange of offer(s) and counteroffer(s).

Introduction

Definitive agreement detailing the obligations and benefits of each party (i.e.,
something of value to Party A in exchange for something of value to Party B).

Contract
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WHY USE AN NDA?

• To make your company money
• To facilitate a deal
• To protect your information
• To further develop your intellectual assets
• To evaluate a potential business opportunity

HINT: These are non‐exclusive reasons…
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TYPE OF THE AGREEMENT

• One‐Way
‒ Only one party will be disclosing confidential information

• Mutual
‒ Both parties will be exchanging confidential information
‒ Good compromise position
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PURPOSE OF THE AGREEMENT

• Careful focus should be paid to the purpose statement in order to ensure 
the intended scope of protection for your client’s information

• One of the most difficult provisions to draft
• Purposes can be open ended, very limited, or anywhere in between:
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PURPOSE OF THE AGREEMENT

• A narrow purpose can be a powerful tool for a disclosing party to limit 
the use of its confidential information:
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PURPOSE OF THE AGREEMENT

• The purpose statement can both describe permissible activities and 
prescribe activities that are prohibited.



1212

PURPOSE OF THE AGREEMENT

• The purpose is sometimes combined with the definition of confidential 
information.  Note here how the definition of “Information” is narrow but 
mutual.
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SCOPE OF CONFIDENTIAL INFORMATION

• If you represent the disclosing 
party, focus on achieving a 
broad—but not too broad, 
scope

• Can include business 
information, technical 
information, or both

• This is a very important 
provision that far too often is 
not heavily negotiated. 
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SCOPE OF CONFIDENTIAL INFORMATION

• The definition can be mutually 
applicable (as in the prior 
example), can be tailored to 
each party, or can be a 
combination of both
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WHAT ABOUT ORAL INFORMATION?

COMPARE

WITH
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SCOPE OF CONFIDENTIAL INFORMATION

• Consider making results and 
reports the Receiving Party 
derives from the disclosed 
Confidential Information 
confidential

• Consider how this provision 
interacts with provision 
detailing who owns the 
Confidential Information
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WHAT ABOUT EXCEPTIONS TO CONFIDENTIALITY?
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LIMITATION ON THIRD‐PARTY DISCLOSURE

• Consider whether third‐parties and/or affiliates of the Receiving Party need 
access to the Confidential Information to carry out the purpose and what 
restrictions the Disclosing Party desires to place on those third‐parties

• As the group of receiving parties is broadened, particularly if the receiving 
parties include parties not bound by the NDA itself, the risk that the 
disclosing party faces grows substantially

• Instead of allowing the receiving party to disclose the confidential 
information to non‐contracting parties, consider entering into NDAs with 
each party that needs the information to perform the purpose
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LIMITATION ON THIRD‐PARTY DISCLOSURE

• Some Examples:
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LIMITATION ON THIRD‐PARTY DISCLOSURE

• Some Examples:
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LIMITATION ON THIRD‐PARTY DISCLOSURE

• Some Examples:
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LIMITATION ON THIRD‐PARTY DISCLOSURE

• Consider language prohibiting 
disclosure to certain third 
parties:
‒ Individuals convicted of felony
‒ Untrustworthy individuals

• Consider requiring receiving 
party to run and provide 
background checks
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LIMITATION ON THIRD‐PARTY DISCLOSURE

• Consider how to deal with 
third‐parties who leave the 
organization to work for 
another third‐party
‒ Ex. The employee who quits to 

go work for a competitor

• Consider who is responsible 
for breach of confidentiality by 
a third party
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MAINTENANCE OF CONFIDENTIALITY

• Nondisclosure obligations address 
what a receiving party cannot do 
with the information

• Maintenance of confidentiality 
provisions address what a receiving 
party must do to protect the 
information
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PERIOD OF CONFIDENTIALITY & TERM OF AGREEMENT

• These Are Two Different Concepts!
‒ The period of confidentiality refers to the period of time that the receiving 

party is required to keep the disclosing party’s confidential information in 
confidence

‒ The term of the agreement refers to the expiration of the NDA itself
‒ These two time periods are not necessarily co‐extensive
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PERIOD OF CONFIDENTIALITY & TERM OF AGREEMENT

• Example 1 – Indefinite term of 
Confidentiality
‒ Great for Disclosing Party in One‐Way 

NDAs

• Example 2 – Limited term of 
confidentiality with appropriate 
survival of contract terms
‒ Good for Receiving Party in One‐Way 

NDAs or for mutual NDAs where both 
parties are disclosing information
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PERIOD OF CONFIDENTIALITY & TERM OF AGREEMENT

• Example 3 – Trigger termination 
based on achieving another 
transaction
‒ But be careful, this can be very 

dangerous if the provisions of 
confidentiality are not as strong in 
the subsequent agreement!

• Example 4 – The “sneaky” clause
‒ Can sometimes be used to get around 

a party insistent that the Agreement 
terminate after a term of years
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DISPOSAL OF CONFIDENTIAL INFORMATION

• Several Options
‒ Receiving party required to destroy confidential information
‒ Receiving party required to return all copies of confidential information
‒ Receiving party allowed to keep one copy of confidential information for 

archival purposes and/or to ensure compliance with NDA
‒ Receiving party required to certify that documents were returned or destroyed

• Timing
‒ Return upon termination of agreement
‒ Return within (x) days of written request
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DISPOSAL OF CONFIDENTIAL INFORMATION

• Examples
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REMEDIES FOR BREACH

• If representing the disclosing party, the NDA MUST have a provision 
allowing for availability of equitable relief.
‒ This should be a non‐negotiable point.
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REMEDIES FOR BREACH

• If representing the disclosing 
party, consider adding an 
indemnification provision
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DISCLAIMER OF LIABILITIES

• The disclosing party should avoid disclaimers of consequential 
damages
‒ Direct damages can be difficult to prove for breach of a confidentiality agreement
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DISCLAIMER OF LIABILITIES

• But, the disclosing party should 
seek the receiving party’s 
disclaimer of damages arising 
from the receiving party’s use 
of the confidential information
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CHOICE OF LAW & VENUE

• Although principles of state law will apply in absence of these provisions, 
they are beneficial and can provide certainty to both parties

• Consider avoiding the home turf of the opposing party and seek a neutral 
forum

• There are benefits to choosing the law of the forum



3535

CHOICE OF LAW & VENUE

• Consider arbitration where 
obligations of confidentiality 
may need to be enforced 
against a party outside of the 
United States
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IMPROVEMENTS PROVISION

• The most contentious section in the entire agreement
• Concerns what happens to subsequent inventions that are made based 

on the disclosing party’s confidential information
• Some type of improvements protection is a must have for the disclosing 

party and should be avoided if representing the receiving party
• Mutuality of the NDA often is key to solving disputes in this area

• Ask the question, what is being disclosed and what is the end game
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IMPROVEMENTS PROVISION

• Preferred Approach for Disclosing Parties ‐ Example:
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IMPROVEMENTS PROVISION

• Alternative Approach (less secure):
‒ Narrow Purpose of Agreement to exclude improvements and any type of 

reverse engineering
‒ Agree that receiving party cannot use any part of the confidential information 

as the basis for patent or other intellectual‐property protection
‒ NOTICE:  Cause of action is now limited to breach of contract.  Rights in 

improvements are not automatically assigned to Disclosing Party.



3939

IMPROVEMENTS PROVISION

• Alternative Approach:



QUESTIONS?


