Company Name

Term Sheet

April 23,2002

Series A Preferred Stock

	Issuer:
	Company Name ("Company") 

	Current Capitalization:
	750,000 shares of common stock held by the founders

	Option Pool
	300,000 shares of common stock reserved for options for future employees, advisors and board members, Strike price at $1.00 per share

	Investment Amount:
	$1,000,000 (assume this is the amount that you have requested)

	Type of Security:
	Series A Preferred Stock

	Pre-Money Valuation:
	$750,000

	Price per Series A Share:
	$1.00 per share

	Closing:
	June 15, 2002

	Use of Proceeds:
	Working capital and other general corporate purposes as approved by the Board of Directors.

	Dividends:
	The Preferred Shares will accrue dividends at 15%, per annum.  The dividends will be paid in cash or in common stock of the Company, at the option of the Investor, as declared by the Board of Directors of the Company, but no later than a liquidation event.



	Anti-Dilution:
	Full Ratchet Anti-dilution for any issuance of new shares.

	Liquidation Preference:
	Upon a sale of the Company, the Series A investors will have the right to receive proceeds equal to three times the cost of their investment (as adjusted for splits, ant-dilutive events, etc.), plus dividends, prior to the common stockholders receiving any proceeds.  

	Conversion to common shares:
	One to one conversion at the option of the holder.  Once the Liquidation Preference has been satisfied, the preferred shareholders will have a right to convert to common shares prior to any distributions to common shareholders.

	Mandatory Conversion:
	Upon an IPO or a 75% vote of the Preferred Shares.

	Redemption:
	The Preferred Shareholders will receive their original cost plus dividends upon request of a Preferred Shareholder after three years from the date of closing.

	Warrants:
	The Preferred Stockholders will be issued warrants to purchase 500,000 additional Preferred Shares at a price of $0.01 per share.  Such warrants may be exercised at the investors’ option until June 15, 2010.

	Board Seats
	There will be a total of five Board Seats with the Series A investors having the right to 2 Board Seats.  The Board shall approve a quarterly operating plan on a quarterly basis which will require a supermajority vote to approve.

	Voting:
	Voting on all general matters on an “as if” converted basis.  A 75% vote of all shares will be required to sell the company, issue new debt or equity, increase the option pool, grant options, hire senior management, and order snacks for the kitchen.

	Subscription Agreement:
	The purchase of the stock will be made pursuant to a Subscription Agreement.  

	Expenses:
	The Company will bear the legal and other expenses with respect to the transaction.

	Conditions to Initial Closing:
	Completion by Investor of its due diligence investigation with results satisfactory to the Investor.



This Term Sheet is binding on the Company and Investor shall have no rights, duties or obligations hereunder unless and until final, binding documentation is entered into.  

The undersigned agree to the terms of this Term Sheet:

____________________________


____________________________

President 
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