DRAFT – 6-16-06


CONFIDENTIAL
TERM SHEET

FOR EMPLOYMENT OF

    JOEL JEFFERSON    
Joel, the following is a proposal for discussion purposes only of the basic terms for your employment with The Keystone Group, LLC (“Keystone”).  No employment can take place prior to the full execution of a written employment agreement containing such terms and conditions as you and Keystone may agree.

1. Position and Duties.  Keystone would employ you as a full-time employee to serve in the positions of President and General Manager.  You would report to the CEO and Board of Managers (“Board”).

2. Base Salary and Benefits.

(a) You would be paid a starting base salary which would equal on an annualized basis $__________ per year, less applicable tax and other withholdings, and you would be paid in accordance with Keystone’ normal payroll practices in effect from time to time.  Your starting base salary would be in effect for the first two (2) years of your employment.

(b) You would be considered for a discretionary bonus based on performance at such times as the Board may determine.

(c) You and your family will be entitled to participate in Keystone’ group health insurance plan, provided you and the members of your family satisfy applicable eligibility requirements.  The cost of your premium under the group health insurance plan will be paid by Keystone, and the cost of the premium for your family members will be charged back to you.

(d) You will be eligible to participate in Keystone’ 401(k) plan when established and in accordance with its requirements, as well as other benefit plans and programs, if any, as applicable to you as an executive officer of Keystone.

(e) You will receive an automobile allowance of $________ on a monthly basis.  You will be responsible for insurance coverage on your automobile, including naming Keystone as an additional named insured, as well as for maintenance and repair expenses.

(f) You will receive such paid vacation time and sick leave as applicable to you under Keystone’ policies, rules and regulations.

(g) Keystone will pay or reimburse you for all reasonable and necessary travel, entertainment and other business expenses incurred by you in the performance of your duties, in accordance with Keystone’ policies, rules and regulations.

3. Equity Incentive Compensation.  Upon establishment of Keystone’ equity incentive plan and subject to formal approval by the Board, you will be granted equity incentive compensation in the form of either options to purchase LLC interests or restricted LLC interests equal in number to approximately [____________________ (_____%)] of the issued and outstanding voting LLC interests of Keystone on the effective date of your employment agreement with Keystone (“Incentive Equity”).  All Incentive Equity will be exercisable, granted and/or valued at its fair market value as determined by the Board in its sole discretion.  Incentive Equity would vest as determined by the Board over four (4) years, and would be subject to the terms and conditions of Keystone’ equity incentive plan and standard form of option or incentive equity grant agreement, which you will be required to sign and deliver as a condition to receiving any Incentive Equity.
4. Term.
(a) The initial term of the employment agreement would be two (2) years, and the initial term will be automatically extended for successive and consecutive renewal terms of one (1) year each unless prior notice of non‑renewal is given by you or Keystone or unless the initial term or any renewal term is sooner terminated (i) by mutual agreement, (ii) by [90] days prior notice from one party to the other for convenience or no reason, (iii) by your death or permanent disability, or (iv) for cause.

(b) Upon termination of the term of your employment by Keystone for convenience or no reason any time after the first three (3) months of the initial term, Keystone shall pay you termination compensation in an amount equal to your monthly base salary for each month of your employment, up to a maximum payment of six (6) months of base salary in the aggregate.  All termination compensation will be subject to taxes and other withholdings.

5. Restrictive Covenants and Assignment of Inventions.  You would be expected to enter into the following restrictions and covenants:

(a) A confidentiality and non‑disclosure agreement.
(b) An agreement not to solicit the customers, prospective customers, licensors and suppliers of Keystone in the event of the termination of your employment for any reason.

(c) An agreement not to solicit or hire away the employees and independent contractors of Keystone.

(d) A covenant not to compete in the same personal shredder and home office accessories market engaged in by Keystone during your employment.

(e) An assignment to Keystone of the intellectual property created by you while employed by Keystone, including assignment of inventions.

6. Employment Agreement.  You will be required to enter into a definitive written employment agreement with Keystone as a prior condition to employment.  The employment agreement will contain such terms and conditions as you and Keystone may agree.  Unless this employment agreement is signed by you and Keystone, no employment relationship shall be created.
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