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(former name or former address, if changed since last report)

Securities registered pursuant to Section 12(g) of the Exchange Act:

Common Stock, $0.0001 par value

(Title of Class)

Check whether the Issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes [X ]

No [  ]

Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation S-X contained in this form,
and no disclosure will be contained, to the best of registrant�s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-KSB or any amendment to this Form 10-KSB. [  ]

Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the Exchange Act). Yes
[  ] No [X]

Issuer's revenues for its most recent fiscal year: $810,240.00

The aggregate market value of the voting stock held by non affiliates computed by reference to the price at which the
stock was sold, or the average bid and asked prices of such stock at October 2, 2008 was $1,331,675, based on the last
sale price of $0.0006 as reported on the Over-the-Counter Bulletin Board (OTCBB).

The Registrant had 2,219,457,804 shares of common stock, $0.0001 par value, outstanding as of October 2, 2008.
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PART I

Forward Looking Statements

This document includes statements that may constitute forward-looking statements made pursuant to the Safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. The Company would like to caution certain
readers regarding certain forward-looking statements in this document and in all if its communications to shareholders
and others, on management�s projections, estimates and all other communications.  Statements that are based on
management�s projections, estimates and assumptions are forward-looking statements. The words believe, expect,
anticipate, intend and similar expressions generally identify forward-looking statements. While the Company believes
in the veracity of all statements made herein, forward-looking statements are necessarily based upon a number of
estimates, and assumptions that, while considered reasonable by the Company, are inherently subject to significant
business, economic and competitive uncertainties and contingencies and know and unknown risks. Many of the
uncertainties and contingencies can affect events and the Company�s actual results and could cause its actual results to
differ materially from that expressed in any forward-looking statements made by, or on behalf, of the Company.

ITEM 1.   

DESCRIPTION OF BUSINESS

Aero Performance Products, Inc. (the �Company�) a Nevada corporation, was incorporated on July 6, 2001. The
Company was formerly named Cortex Systems, Inc.  In December of 2004 the Company changed its name to
Franchise Capital Corporation, to more accurately reflect its business of developing and franchising casual dining
restaurants. The Company acquired the rights to four franchise concepts.  Effective December 24, 2004, the Company
became as an internally managed, closed end investment company electing to be treated as a business development
company under the Investment Company Act of 1940, as amended.

As a business development company (�BDC�), the Company intended to provide long-term debt and equity investment
capital to support the expansion of companies in the casual, fast food restaurant industry.  The Company served as a
holding company for its wholly and majority owned operating portfolio investments:  Fathom Business Systems, Inc.
(�Fathom�), Comstock Jake�s Franchise Company, (�Comstock�s�), Kokopelli Franchise Company, (�Kokopelli�), Cousin
Vinnie�s Franchise Company (�CV�), and Kirby Foo�s Asian Grill Franchise Company (�Kirby�).  The Company owned
100% of Fathom and Kokopelli and had ownership interests in Kirby of approximately 97.5%, 72.5% of Comstock
Jake�s, and 50% of CV.   

In August 2006, the Company abandoned its business model and commenced liquidating all of its investment
holdings.  On March 13, 2007, the Company held a shareholder meeting at which the Company�s shareholders voted to
withdraw the Company�s election to be a business development company as defined by the 1940 Act.  On March 14,
2007, the Company filed for N-54C to formally withdraw the Company�s BDC status.

On January 12, 2007, the Company executed a definitive share exchange agreement with TTR HP, Inc. (dba �Aero
Exhaust, Inc.�) pursuant to which the Company agreed to exchange shares of its common stock to acquire 100% of the
total issued and outstanding stock of Aero.  Aero was incorporated in the State of Nevada in 1999 and designs and
manufactures highly efficient, technologically superior vehicle exhaust systems for the automotive aftermarket.  The
Company is headquartered outside of Salt Lake City, Utah.
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On October 4, 2007, Aero consummated the share exchange with Franchise Capital Corporation.  As a result of the
transaction, FCCN agreed to issue a total of 1,119,636,659 new shares of restricted common stock in exchange for
6,745,456 shares of Aero common stock, representing 100% of the total issued and outstanding shares of Aero, and
the satisfaction of Aero debt of $6,406,646.  Since FCCN was essentially a non-operating shell immediately prior to
the share exchange, the Company has treated the transaction as a reverse merger for accounting purposes.
 Accordingly, all financial information presented prior to the date of the share exchange is that of Aero exclusive of
FCCN operations or assets.  The equity and share information presented is that of Aero and all share information has
been adjusted to reflect the share exchange rate (approximately 84:1).  In addition, shares held by FCCN shareholders
at the time of the share exchange have been treated as shares issued by Aero.   

At the Special Meeting of Stockholders of Franchise Capital Corporation held on January 7, 2008, a majority of the
Company�s stockholders approved the Amendment to the Articles of Incorporation which changed the Company�s
name to Aero Performance Products, Inc.  In connection with the change in the Company�s name, effective January 24,
2008 the Company�s common stock commenced trading under the ticker symbol �AERP.�

Aero Exhaust has been issued U.S. and Australian patents on its innovations and development in the exhaust industry,
and its mufflers are available worldwide through major retailers, mass merchant centers, automotive aftermarket
supply stores and wholesalers. Aero Exhaust mufflers are an exclusive National Association for Stock Car Auto
Racing (NASCAR) Performance product and carry the NASCAR brand on product, packaging and related media.

3
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Changes in our corporate structure

On October 4, 2007, the Company consummated a share exchange with Aero Exhaust, Inc.  As a result of the
transaction, FCCN agreed to issue a total of 1,119,636,659 new shares of restricted common stock in exchange for
6,745,456 shares of Aero common stock, representing 100% of the total issued and outstanding shares of Aero, and
the satisfaction of Aero debt of $6,406,646.  Since FCCN was essentially a non-operating shell immediately prior to
the share exchange, the Company has treated the transaction as a reverse merger for accounting purposes.
 Accordingly, all financial information presented prior to the date of the share exchange is that of Aero exclusive of
FCCN operations or assets.  The equity and share information presented is that of Aero and all share information has
been adjusted to reflect the share exchange rate (approximately 84:1).  In addition, shares held by FCCN shareholders
at the time of the share exchange have been accounted as shares issued by Aero.   

Employees

During the fiscal year ended June 30, 2008, the Company had five full time employees, who served in sales and
operations positions, and six contractors serving in sales and management.  Manufacture of the Company�s products is
presently done under contract by third party manufacturers.

Compliance with the Sarbanes-Oxley Act of 2002

On July 30, 2002, President Bush signed into law the Sarbanes-Oxley Act of 2002 (the "Sarbanes-Oxley Act"). The
Sarbanes-Oxley Act imposes a wide variety of new regulatory requirements on publicly held companies and their
insiders.  Many of these requirements will affect us.  For example:

-

Our chief executive officer and chief financial officer must now certify the accuracy of the financial statements
contained in our periodic reports;

-

Our periodic reports must disclose our conclusions about the effectiveness of our controls and procedures;

-

Our periodic reports must disclose whether there were significant changes in our internal controls or in other factors
that could significantly affect these controls subsequent to the date of their evaluation, including any corrective actions
with regard to significant deficiencies and material weaknesses; and

-

We may not make any loan to any director or executive officer and we may not materially modify any existing loans.

The Sarbanes-Oxley Act has required us to review our current policies and procedures to determine whether we
comply with the Sarbanes-Oxley Act and the new regulations promulgated thereunder.  We will continue to monitor
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our compliance with all future regulations that are adopted under the Sarbanes-Oxley Act and will take actions
necessary to ensure that we are in compliance therewith.

ITEM 2.

DESCRIPTION OF PROPERTY

The Company presently maintains it offices at 10288 S. Jordan Gateway #F, South Jordan, Utah. The contract term is
month to month.  The Company also has warehouse space in Bluffdale, Utah and intends to relocate its offices to this
facility in the near term.  The warehouse facility is leased under a three year terms that expires 2011.  Management
believes that its current facilities are adequate for its current and foreseeable needs.

ITEM 3.

LEGAL PROCEEDINGS

 Global Outdoor Services filed a complaint against the Company on June 30, 2008 owing to past due invoices.
 Subsequent to June 30, 2008, the Company made payment arrangements with Global Outdoor Services and payments
are ongoing.

A complaint was filed on July 3, 2008 by a partner of Xtreme Grafix who is suing the other two partners in Xtreme
Grafix for misappropriation of funds.  TTR-HP was named as co-defendant as part of the action on the basis that the
Plaintiff did not receive his allotted portion of the payment made by TTR-HP.  TTR-HP believes that it has paid the
principals for work performed and any issues are between the Plaintiff and the other partners. The Company strongly
believes that it does not have any liability and intends to vigorously defend itself under the belief that the case against
TTR-HP should be released with prejudice.

A complaint was filed in Wisconsin state court on August 26, 2008 by a customer of TTR-HP, Don Doolittle, for
$70,000.  Mr. Doolittle�s complaint alleges he purchased product from TTR-HP in 2005, was unable to resell the
product, and now wants TTR-HP to purchase the product back.  TTR-HP has offered to purchase the product back
from Doolittle at cost but Doolittle wants TTR-HP to pay him full retail price, which is more than double the original
price paid in 2005.  The Company believes that the case is without merit and intends to defend itself vigorously.

4

Edgar Filing: AERO PERFORMANCE PRODUCTS, INC. - Form 10KSB

7



ITEM 4.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At the Special Meeting of Stockholders of Franchise Capital Corporation held on January 7, 2008, a majority of the
Company�s stockholders approved the Amendment to the Articles of Incorporation which changed the Company�s
name to Aero Performance Products, Inc.

PART II

ITEM 5.

MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDERS MATTERS

Market Information 

The Company�s Common Stock is traded on the Over the Counter Bulletin Board (OTCBB) under the symbol �AERP�.
The following table sets forth the trading history of the Common Stock on the pink sheets for each quarter since July
1, 2006 through June 30, 2008, as reported by Dow Jones Interactive. The quotations reflect inter-dealer prices,
without retail mark-up, markdown or commission and may not represent actual transactions.  

Quarter Ending Quarterly High Quarterly Low Quarterly Close
6/30/2006 0.005 0.004 0.005
9/30/2006 0.004 0.004 0.004
12/31/2006 0.007 0.005 0.006
3/31/2007 0.026 0.019 0.023
6/30/2007 0.015 0.013 0.014
9/30/2007 0.035 0.005 0.03
12/31/2007 0.027 0.0022 0.0029
3/31/2008 0.0045 0.0007 0.0008
6/30/2008 0.0028 0.0006 0.0012

Holders of record      

As of June 30, 2008 there were approximately 239 holders of record of the Company�s common stock.  

Dividends
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The Company has never paid a cash dividend on its common stock. Payment of dividends is at the discretion of the
Board of Directors.  The Board of Directors plans to retain earnings, if any, for operations and does not intend to pay
dividends in the foreseeable future.

Recent Sales of Unregistered Securities

Except as otherwise noted, the securities described in this Item 5 were issued pursuant to the exemption from
registration provided by Section 4(2) of the Securities Act of 1933.  Each such issuance was made pursuant to
individual contracts which are discrete from one another and are made only with persons who were sophisticated in
such transactions and who had knowledge of and access to sufficient information about the Company to make an
informed investment decision.  Among the information provided was the fact that the securities issued were restricted
securities.  No commissions were paid in connection with the transactions described below unless specifically noted.
 Share issuances prior to October 4, 2007 represent the shares issued by TTR-HP.  All stock issuances have been
adjusted to reflect the 84:1 exchange ratio resulting from the shares exchange between TTR-HP and Franchise Capital.

During the year ended June 30, 2007, the Company issued a total of 63,991,200 shares of restricted common stock for
services valued at $208,800.

During the year ended June 30, 2008, the Company had the following unregistered stock issuances:

·

566,314,129 restricted shares were issued in the share exchange with Franchise Capital Corp.

·

383,322,530 restricted shares were issued to retire debt and interest obligations totaling $6,406,646 at the time of the
share exchange.

·

393,700,000 shares were issued under court-ordered debt settlements totaling $274,063 pursuant to Section 3(a)10 of
the Securities Act of 1933.

As of October 2, 2008, the Company had 2,219,457,804 shares of common stock outstanding.

5
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ITEM 6.

MANAGEMENTS DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

The following information should be read in conjunction with the consolidated financial statements and notes thereto
appearing elsewhere in this Form 10-KSB.

Plan of Operation

On December 23, 2004 the Company�s Board of Directors elected to be regulated as a business investment company
under the Investment Company Act of 1940.  As a business development company (�BDC�), the Company is required to
maintain at least 70% of its assets invested in �eligible portfolio companies�, which are loosely defined as any domestic
company which is not publicly traded or that has assets less than $4 million.  As of December 29, 2004, management
recognized that a deficiency in liquidity. Such deficiency was noted in the notes to the financial statements and the
audit opinion.  To remedy this situation, the Board of Directors authorized management to file Form 1-E with the
Commission notifying of its intent to sell up to $5 million of the Company�s common stock under a Regulation E
exemption.  From July 1, 2005 to June 30, 2006, the Company sold a total of 39,640,500 shares of common stock
pursuant to Regulation E for aggregate proceeds of $620,261.

Franchise Capital Corporation invested in a total of five portfolio companies: Fathom Business Systems, Inc.,
Comstock Jakes� Franchise Co., LLC, Cousin Vinnie�s Franchise Co., LLC, Kirby Foo�s Franchise Co., LLC and
Kokopelli Franchise Co., LLC.  

At June 30, 2006, the Company�s management determined that the business model in effect was not sustainable and
voted to liquidate the Company�s investment portfolio.  From July 1, 2006 through December 31, 2006, the Company
sold 100% of its portfolio assets and effectively ceased operations.  On March 13, 2007, the Company�s shareholders
voted by majority consent to withdraw the Company�s election as a BDC under the 1940 Act and, on March 13, 2007,
the Company filed a Form N-54C which formally withdrew the BDC election.

On January 12, 2007, the Company executed a definitive share exchange agreement with TTR HP, Inc. (dba �Aero
Exhaust, Inc.�) pursuant to which the Company agreed to exchange shares of its common stock to acquire 100% of the
total issued and outstanding stock of Aero.  

On October 4, 2007, Aero consummated the share exchange with Franchise Capital Corporation.  As a result of the
transaction, FCCN agreed to issue a total of 1,119,636,659 new shares of restricted common stock in exchange for
6,745,456 shares of Aero common stock, representing 100% of the total issued and outstanding shares of Aero, and
the satisfaction of Aero debt of $6,406,646.  Since FCCN was essentially a non-operating shell immediately prior to
the share exchange, the Company has treated the transaction as a reverse merger for accounting purposes.
 Accordingly, all financial information presented prior to the date of the share exchange is that of Aero exclusive of
FCCN operations or assets.  The equity and share information presented is that of Aero and all share information has
been adjusted to reflect the share exchange rate (approximately 84:1).  In addition, shares held by FCCN shareholders
at the time of the share exchange have been treated as shares issued by Aero.   

At the Special Meeting of Stockholders of Franchise Capital Corporation held on January 7, 2008, a majority of the
Company�s stockholders approved the Amendment to the Articles of Incorporation which changed the Company�s
name to Aero Performance Products, Inc.  In connection with the change in the Company�s name, effective January 24,
2008 the Company�s common stock commenced trading under the ticker symbol �AERP.�
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Aero designs and manufactures performance exhaust systems for both street and race applications.  Aero Exhaust has
been issued U.S. and Australian patents on its innovations and development in the exhaust industry, and its mufflers
are available worldwide through major retailers, mass merchant centers, automotive aftermarket supply stores and
wholesalers. Aero Exhaust mufflers are an exclusive National Association for Stock Car Auto Racing (NASCAR)
Performance product and carry the NASCAR brand on product, packaging and related media.  The Company intends
to continue developing distribution outlets for its exhaust products and growing sales through increased market share.
 In addition, the Company perceives the need to increase its product offering in the way of muffler �kits� that include, in
addition to the muffler, exhaust tubing and mounting hardware specific to individual vehicle make and model.
 Coupled with this product expansion, the Company intends to eventually bring aspects of its manufacture �in house� to
avoid costly shipping delays and tied-up capital from sourcing product overseas.  Management believes that both of
these objectives can be accomplished through strategic acquisitions and partnerships which are being aggressively
pursued.

It should be noted that the Company�s auditors expressed in their audit opinion letter that there is substantial doubt
about the Company�s ability to continue as a going concern.

6
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Liquidity and Capital Resources

The Company�s financial statements present an impairment in terms of liquidity. As of June 30, 2008 the Company
had  $3,498,328 in current liabilities, which exceeded current assets by $3,197,536.  The Company has accumulated
$22,247,420 of net operating losses through June 30, 2008, the majority of which resulted from the write off of
goodwill associated with the share exchange with Franchise Capital, which may be used to reduce taxes in future
years through 2028. The use of these losses to reduce future income taxes will depend on the generation of sufficient
taxable income prior to the expiration of the net operating loss carry-forwards.  The potential tax benefit of the net
operating loss carry-forwards have been offset by a valuation allowance of the same amount. The Company has not
yet established revenues to cover its operating costs.  Management believes that the Company will soon be able to
generate revenues sufficient to cover its operating costs resulting from the share exchange agreement with Aero
Exhaust.   In the event Aero does not sustain cash flow positive operations, and if suitable financing is unavailable,
there is substantial doubt about the Company�s ability to continue as a going concern.

Results of Operations

For the year ended June 30, 2008 the Company had a net loss of $2,923,215 compared to a net loss of $4,134,606 for
year ended June 30, 2007.  The current year loss includes marketing and advertising costs of $1,245,443, interest
expense of $188,838, and settlement costs of $422,538 related to the issuance of stock under court ordered settlement
of debt obligations.  The prior year net loss included $2,837,766 related to advertising and marketing, included costs
associated with sponsoring the Morgan McClure Motorsports team and obtaining Nascar rights, and $591,393 in
interest expense.  During the year ended June 30, 2008, the Company eliminated much of its debt obligations by
converting debt into common stock at the time of the Share Exchange, resulting in lowered interest costs.  Also, the
Company ended its sponsorship agreement with Morgan McClure and restructured its license agreement with Nascar,
both of which helped reduce overall operating costs.

Revenues for the year ended June 30, 2008 were $810, 240 compared to revenues of $726,098 for the prior year.
 Gross profit was $363,162or 44%, for the 2008, compared to $476,705, or 66% for the year ended June 30, 2007.
  Gross margin declined in 2008 due higher shipping costs incurred by air freighting product during the third and
fourth quarters.  Commencing in December 2007, the Company experienced a product shortage that continued
through June 2008 during a period of increasing demand.  The shortage was generated by the long product delivery
cycle and the Company�s inability to pre-pay for product due to capital limitations.  Commencing late fourth quarter,
the Company was able to resume regular product shipments and expects that margins will increase during the coming
fiscal year.

ITEM 7.

FINANCIAL STATEMENTS

See the financial statements annexed to this report.

ITEM 8.
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CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

On April 18, 2007, Franchise Capital Corporation dismissed Epstein Weber & Conover, PLC as independent auditors
for the Company. The decision to dismiss Epstein Weber & Conover, PLC (�Epstein Weber�) and to seek new
independent auditors was approved by the Company�s Board of Directors.

The reports of Epstein Weber on the Company�s financial statements for the fiscal years ended June 30, 2005 and 2004
did not contain an adverse opinion or a disclaimer of opinion and were not qualified or modified as to uncertainty,
audit scope or accounting principles.  In connection with the audits of the Company�s financial statements for the fiscal
years ended June 30, 2005 and 2004, (1) there were no disagreements with Epstein Weber on any matter of accounting
principles or practices, financial statement disclosure or auditing scope and procedure which, if not resolved to the
satisfaction of Epstein Weber, would have caused Epstein Weber to make reference to the matter in its report and (2)
there were no �reportable events� as that term is defined in Item 304 of Regulation S-K promulgated under the
Securities Exchange Act of 1934.

On April 20, 2007, the Company engaged Gruber & Company, LLC as the Company's independent accountant to
report on the Company�s balance sheets as of June 30, 2006 and 2007, and the related statements of income,
stockholders� equity and cash flows for the years then ended. Neither the Company nor anyone acting on its behalf
consulted with Gruber & Company, LLC regarding (i) either the application of any accounting principles to a specific
completed or contemplated transaction of the Company, or the type of audit opinion that might be rendered by Gruber
& Company, LLC on the Company's financial statements; or (ii) any matter that was either the subject of a
disagreement with Epstein Weber or a reportable event with respect to Epstein Weber.

7
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Item 8A.  Disclosure Controls and Procedures

Evaluation of Disclosure Controls and Procedures. Based on an evaluation under the supervision and with the
participation of the our management, including our chief executive officer and chief financial officer, as of the end of
the period covered by this Annual Report on Form 10-KSB, we have concluded our disclosure controls and
procedures (as defined in Rules 13a-14(c) and 15d-14(c) under the Securities Exchange Act of 1934 are effective to
ensure that information required to be disclosed in reports we file or submit under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in SEC rules and forms.

Changes in Internal Controls. There were no significant changes in our internal controls or in other factors that
could significantly affect these controls subsequent to the date of their evaluation. There were no significant
deficiencies or material weaknesses and therefore there were no corrective actions taken. However, the design of any
system of controls is based in part upon certain assumptions about the likelihood of future events and there is no
certainty that any design will succeed in achieving its stated goal under all potential future considerations, regardless
of how remote.  

Item 8A.(T). Management�s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as
defined in Rule 13a-15(f) under the Exchange Act. Internal control over financial reporting refers to a process
designed by, or under the supervision of, our Chief Executive Officer and Chief Financial Officer and effected by our
Board, management and other personnel, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in connection with generally accepted
accounting principles, including those policies and procedures that:

- pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of our assets;

- provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting
principles, and that our receipts and expenditures are being made only in accordance
with authorizations of our management and directors; and

- provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of our assets that could have a material
effect on our consolidated financial statements.

Because of its inherent limitations, internal control over financial reporting cannot provide absolute assurance of the
prevention or detection of misstatements. In addition, projections of any evaluation of effectiveness to future periods
are subject to risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.
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In connection with the preparation of this Annual Report on Form 10-KSB for the year ended June 30, 2008,
management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the
effectiveness of our internal controls over financial reporting, pursuant to Rule 13a-15 under the Exchange Act. Our
Chief Executive Officer and Chief Financial Officer have concluded that the design and operation of our internal
controls and procedures are effective as of June 30, 2008. There were no significant changes in our internal controls
over financial reporting that occurred during the fourth fiscal quarter that have materially affected, or are reasonably
likely to materially affect, our internal controls over financial reporting.

This Annual Report on Form 10-KSB does not include an attestation report of the Company�s independent registered
public accounting firm regarding internal control over financial reporting. Management�s report was not subject to
attestation by our registered public accounting firm pursuant to temporary rules of the Securities and Exchange
Commission that permit us to provide only management�s report in this Annual Report on Form 10-KSB.

ITEM 8B.

OTHER INFORMATION

Not applicable.

8
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PART III.

ITEM 9.

DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS, CONTROL PERSONS AND CORPORATE
GOVERNANCE; COMPLIANCE WITH SECTION 16(A) OF THE EXCHANGE ACT

The executive officers and directors of the Company as of October 2, 2008 are as follows:

Name Position
Bryan Hunsaker(1) Chief Executive and Interim Chief Financial Officer,

Chairman of the Board of Directors
Robert McMichael(2) Director

(1)

Mr. Hunsaker was appointed Chief Executive Officer and Chairman of the Board of Directors on October 4, 2007 in
connection with the Share Exchange Agreement, and was named Interim Chief Financial Officer on April 11, 2008 to
fill the vacancy created by the resignation of Shane Traveller.

(2)

Mr. McMichael was appointed a member of the Board of Directors on October 4, 2007 at the time of the Share
Exchange Agreement to fill the vacancy created by the resignation of Gary Nerison.    

The business experience of each of the persons listed above is as follows:

Bryan Hunsaker, Chief Executive Officer, Chairman of the Board of Directors, and Interim Chief Financial
Officer �

Mr. Hunsaker has served as chairman and chief executive officer of Aero Exhaust, Inc. since 2002.  In that capacity,
he negotiated and executed a multi year contract with NASCAR legend Rusty Wallace for the endorsement of the
Aero product.  Mr. Hunsaker negotiated and executed a multi-year contract for Aero Exhaust to serve as primary
sponsor of the Morgan-McClure Motorsports  #4 NEXTEL Cup team as well as negotiating and executing an
extensive multi-year contract with NASCAR as an exclusive NASCAR Performance partner. During Mr. Hunsaker�s
tenure with Aero Exhaust, he oversaw the reengineering of existing product lines and the development of multiple
synergistic product lines.  He developed international manufacturing relationships and innovative manufacturing
techniques for Aero Exhaust products.  Under his leadership, product manufacturing costs were reduced by 60%.   Mr.
Hunsaker developed and implemented national media and advertising campaigns, which included television, print and
other media.  Under Mr. Hunsaker�s direction, Aero Exhaust established a strong identity, purpose, and direction, as
well as a national market presence.

Robert McMichael, Director �

Robert McMichael has over 15 years of communications, information technology and Internet industry experience.
 He as been a communications and technology consultant to Fortune 50 companies, keynote speaker, guest lecturer at
top MBA schools and was a pioneer introducing key products into the Application Service Provider (ASP), Voice
Portal, and mobile communications industries.   Mr. McMichael has developed strategic relationships with
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industry-leading companies including, including Hewlett-Packard, Intel, IBM, EDS, Verizon, Sprint and Oracle to
introduce next-generation services to wireless carriers.  Mr. McMichael continues to be retained by and consults with
Fortune 1000 and micro-cap companies to develop acquisition, business development and executive strategies.
Currently, Mr. McMichael is leading one of the most innovative communication companies in the country.  Mr.
McMichael has served as a director since October 4, 2007.

Meetings

During the year ended June 30, 2008 the Board of Directors met formally on six occasions.  Each incumbent Director
attended all meetings of the Board of Directors.

ITEM 10.

EXECUTIVE COMPENSATION

Summary Compensation Table

The following table contains compensation data for our named executive officers for the fiscal years ended June 30,
2008 and 2007.
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9

Name &
Principal
Position Year Salary Bonus

Stock
Awards

Option
Awards

Non-Equity
Incentive Plan
Compensation

Nonqualified
Deferred
Compensation
Earnings

All Other
Compensation Total

Bryan
Hunsaker,
Chief
Executive
Officer
and Chief
Financial
Officer

2008 $175,692(1) $33,897 -0- -0- -0- -0- -0- $209,589
2007 $159,720(1) $31,958 -0- -0- -0- -0- -0- $191,678

(1)

Mr. Hunsaker deferred a total of $113,189 in compensation for 2008 and $95,278 for 2007 due to the Company�s cash
flow needs.  This combined amount was recorded as a Note Payable (See Note 3 in the accompanying financial
statements).

Employment Contract

The Company does not currently have any employment agreements in place.  

Director Compensation

The following table contains compensation data for our board of directors for the fiscal year ended June 30, 2008.

Name

Fees
Earned
or Paid
in Cash

Stock
Awards

Option
Awards

Non-Equity
Incentive Plan
Compensation

Non-Qualified
Deferred
Compensation
Earnings

All Other
Compensation Total

Robert
McMichael

$12,000 1,000,000 -0- -0- -0- -0- $12,000
Bryan
Hunsaker

$12,000 1,000,000 -0- -0- -0- -0- $12,000
Indemnification

As permitted by the provisions of the General Corporation Law of the State of Nevada, the Company has the power to
indemnify any person who was or is a party or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, administrative or investigative, by reason of the fact that
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the person is or was a director, officer, employee or agent of the corporation if such officer or director acted in good
faith and in a manner reasonably believed to be in or not opposed to the best interest of the Company.  Any such
person may be indemnified against expenses, including attorneys� fees, judgments, fines and settlements in defense of
any action, suit or proceeding.  The Company does not maintain directors and officers liability insurance.

Compliance With Section 16(a) of the Securities Act of 1934

Section 16(a) of the Securities Exchange Act of 1934 requires the Company�s executive officers and directors, and
persons who own more than ten percent (10%) of a registered class of the Company's equity securities, to file an initial
report of ownership on Form 3 and changes in ownership on Form 4 or 5 with the Securities and Exchange
Commission (the "SEC"). Such officers, directors and ten percent (10%) shareholders are also required by the SEC
rules to furnish Aero Performance Products with copies of all Section 16(a) forms they file.  To our knowledge, based
solely on review of the copies of such reports furnished to us, during the fiscal year ended June 30, 2008, our officers,
directors, and greater than ten percent beneficial owners complied with all Section 16(a) filing requirements applicable
to them.

10
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ITEM 11.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth, as of October 2, 2008 the beneficial ownership of the Company�s common stock (i) by
any person or group known by the Company to beneficially own more than 5% of the outstanding common stock, (ii)
by each Director and executive officer and (iii) by all Directors and executive officers as a group.  All addresses are
10288 S. Jordan Gateway #F, South Jordan, UT 84095, unless otherwise noted.

Title of Class Name and Address

Number of Shares
Beneficially Owned

Percentage Beneficially
Owned(1)

Common,  $.0001
par value

Bryan Hunsaker, Chairman, Chief
Executive Officer and Interim
Chief Financial Officer

21,319,017 0.96%

Common,  $.0001
par value

Robert McMichael, Director 29,453,827 1.33%

Common,  $.0001
par value

David K. Richards

3488 S. Little Farm Rd.

Holliday, Utah

166,343,938(2) 7.49%
Common,  $.0001
par value

Morgan McClure Motorsports

26502 Newbanks Rd.

Abington, Virginia

117,815,306 5.31%
Total for all
directors and
executive officers
(2 persons)

50,772,844 2.29%

Total Held by
Officers,
Directors and
Beneficial
Owners:

334,882,088 15.09

1)
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Percentages based on 2,219,457,804 shares of common stock issued and outstanding as of October 2, 2008.

2)

Includes 16,830,759 shares held by immediate family members of Mr. Richards and 15,568,452 held in trust.

ITEM 12.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The Company�s officers and directors are subject to the doctrine of corporate opportunities only insofar as it applies to
business opportunities in which the Company has indicated an interest, either through its proposed business plan or by
way of an express statement of interest contained in the Company�s minutes. If directors are presented with business
opportunities that may conflict with business interests identified by the Company, such opportunities must be
promptly disclosed to the Board of Directors and made available to the Company. In the event the Board shall reject
an opportunity that was presented to it and only in that event, any of the Company�s officers and directors may avail
themselves of such an opportunity. Every effort will be made to resolve any conflicts that may arise in favor of the
Company. There can be no assurance, however, that these efforts will be successful.

The Company previously owed $194,000 to Bryan Hunsaker, Chief Executive Officer and Chairman of the Board of
Directors, relating to accrued salary and benefits.  On July 10, 2005, the past due salary was converted into a note
payable which bears interest at the rate of 8% per annum and was due and payable July 10, 2006.  On January 2, 2008,
the note was assigned by Mr. Hunsaker to a third party.

ITEM 13.       EXHIBITS

The following exhibits are filed as part of this statement:

11

Exhibit No. Description Location
3.1 Articles of Incorporation *
3.2 Bylaws *
21 List of subsidiaries **
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the

Sarbanes-Oxley Act of 2002
**

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

**

32.1 Certification of Chief Executive Officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

**

32.2 Certification of Chief Financial Officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

**
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* Incorporated by reference from Franchise Capital Corporation's Registration Statement on Form SB-2 filed on
October 29, 2001.

** Filed herewith.

ITEM 14.

PRINCIPAL ACCOUNTANT FEES AND SERVICES

Audit Fees

The aggregate fees billed by the Company�s auditors for the professional services rendered in connection with the audit
of the Company�s annual financial statements and reviews of the financial statements included in the Company�s Forms
10-K for fiscal 2008  were approximately $17,500.

Audit Related Fees

None

Tax Fees

None

All Other Fees

The aggregate fees billed by the Company�s auditors for all other non-audit services rendered to the Company, such as
attending meetings and other miscellaneous financial consulting in fiscal 2008 and 2007 were $0, respectively.

12
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SIGNATURES

In accordance with Section 13 or 15 (d) of the Exchange Act. The Registrant caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

AERO PERFORMANCE PRODUCTS, INC.

By:/s/Bryan Hunsaker

      Bryan Hunsaker

      Chief Executive
Officer

Dated: October 17, 2008

In accordance with the Exchange Act, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

SIGNATURE TITLE DATE

/s/ Bryan Hunsaker
Bryan Hunsaker Chairman of the Board of Directors October 17, 2008

/s/ Robert McMichael
Robert McMichael Director October 17, 2008
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GRUBER & COMPANY LLC

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Aero Performance Products, Inc.

We have audited the accompanying consolidated balance sheet of Aero Performance Products, Inc. as of June 30,
2008 and 2007 and the related statements of operations, stockholders equity and cash flows for the years then ended.
 These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform our audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Company  as at June 30, 2008 and 2007  and the results of its� operations and its� stockholders equity and cash
flows for the years then  in conformity with accounting principles generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming the Company will continue as a going concern.
As discussed in the notes to the financial statements, the Company has incurred material losses, has negative equity,
negative working capital and is in default of many of its loan agreements. These items, among others, raises
substantial doubt about its ability to continue as a going concern. These financial statements do not include any
adjustments that might result from the outcome of this uncertainty.
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/s/ Gruber & Company, LLC
Gruber & Company, LLC  

Dated October 23, 2008
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Aero Performance Products, Inc.
Consolidated Balance Sheet

June 30, 2008
(Audited)

ASSETS

CURRENT ASSETS:
     Accounts Receivable, net of allowance of $60,000 $ 85,785
     Inventory 215,007

-
Total Current Assets 300,792

OTHER ASSTS:
    Fixed Assets, net 31,168
    Intangible Assets-net 77,257
    Total Other Assets 108,425
TOTAL ASSETS $ 409,217

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)

CURRENT LIABILITIES
     Bank overdraft $ 7,310
     Accounts payable and accrued expenses 1,510,494
    Accrued Interest 171,078
    Accrued Derivative Liability 115,365
    Notes Payable 1,694,081

TOTAL LIABILITIES 3,498,328

STOCKHOLDERS' EQUITY (DEFICIT)
      Preferred Stock, Authorized 30,000,000 Shares, $.0001
Par Value, 0 Shares Issued and Outstanding                         -
      Common Stock, Authorized 5,000,000,000 Shares,
$.0001 Par Value, 2,104,878,822 Shares Issued and
Outstanding             210,488
      Paid-in capital        18,947,821
      Accumulated deficit (22,247,420)
Total Stockholders' Equity (Deficit) (3,089,111)
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 409,217
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The accompanying notes are an integral part of these consolidated financial statements
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        Aero Performance Products, Inc.
Consolidated Statements of Operations

 For the Year Ended June 30
2008 2007

INCOME:
   Sales $                        810,240 $                         726,098
   Cost of Sales (447,078)                       (249,393)
Gross Income 363,162                         476,705

EXPENSES:
Outside Services 325,635                         334,748
Advertising and Marketing
expense 1,245,443                      2,837,766
Professional & Legal 83,857                           74,060
Rent                        121,820                           71,573
Salaries 327,960                         324,004
G&A expenses 454,921                         377,767
Total Expenses 2,559,636                      4,019,918

LOSS FROM OPERATIONS (2,196,474)                    (3,543,213)
OTHER INCOME (EXPENSE)
Derivative Expense (115,365) -
Interest expense (188,838)                       (591,393)
Settlement costs                       (422,538)                                     -
NET LOSS $ (2,923,215) $                    (4,134,606)

WEIGHTED AVERAGE
SHARES              1,488,175,812                  528,967,570

NET LOSS PER SHARE (0.0019) (0.0078)

The accompanying notes are an integral part of these consolidated financial statements.
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Aero Performance Products, Inc.

Statements of Stockholders' Deficit
Additional

Common Stock Paid-in Retained
Shares Amount Capital Deficit

Balance, June 30, 2006   665,543,311     66,554 821,969  (15,189,599)
   Shares issued for
rendered    63,991,200       6,399         202,401 -
  Net loss for year ended
June 30, 2007 - - -     (4,134,606)
Balance, June 30, 2007   729,534,511    72,953    11,024,370 (19,324,205)
   Shares issued for
acquisition of Franchise
Capital Corp. 566,314,129      56,631                 - -
   Shares isssued for
services rendered     31,660,000       3,166         542,155 -
   Shares issued on exercise
of warrants          347,652            35         347,617 -
   Shares issued in
exchange for debt   383,322,530     38,332      6,368,314 -
  Shares issued on
settlement of debt      393,700,000        39,370            665,365 -
   Net loss for year ended
June 30, 2008 - - - (2,923,215)
Balance, June 30, 2008   2,104,878,822  $      210,488  $       18,947,821  $ (22,247,420)

The accompanying notes are an integral part of these consolidated financial statements.
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Aero Performance Products, Inc.
Consolidated Statements of Cash Flows

 For the Year Ended
June 30 June 30

2008 2007

CASH FLOWS FROM OPERATING
ACTIVITIES:
  Net Loss $      (2,923,215)           $              (4,134,606)
  Adjustments to reconcile net loss to net
cash used
    by operating activities: Derivative
Liability 115,365 -
     Depreciation                               20,040                                 9,200
     Shares issued 949,604                          1,306,705
      Settlement costs -                                         -
      Decrease (increase) in Accounts
Receivable 92,303                              (62,707)
      Decrease in Inventory 45,541                                         -
      Increase (Decrease) in Accrued
interest (635,232)                               30,167
      Increase in accounts payable and
accrued liabilities 380,486                             183,445
              Net Cash Used by Operating
Activities (1,955,108)                         (2,667,796)

CASH FLOWS FROM INVESTING
ACTIVITIES
   Purchase of fixed assets (19,440)  -
 Net Cash Used by Investing Activities (19,440)                                         -

CASH FLOWS FROM FINANCING
ACTIVITIES
   Decrease in Notes Payable (5,184,320) -
Common stock issued debt 7,111,381                             208,800
Bank overdraft 7,310                                 4,396

  Proceeds from issuance of debt -                          2,494,777
 Net Cash Provided by Financing
Activities 1,934,371                          2,707,973

(40,177)                               40,177
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INCREASE IN CASH AND
EQUIVALENTS

CASH AND EQUIVALENTS,
BEGINNING OF PERIOD                               40,177 - 

CASH AND EQUIVALENTS, END
OF PERIOD  $                                     - $                      40,177

Non-Cash Financing Activities:
  Common stock issued for debt and
services 8,060,985 208,800
  Interest Paid - -

- -

The accompanying notes are an integral part of these consolidated financial statements
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AERO PERFORMANCE PRODUCTS, INC.

Notes to Consolidated Financial Statements

 June 30, 2008

NOTE 1 - ORGANIZATION AND BASIS OF PRESENTATION

Aero Performance Products Inc. (�Aero� or the �Company�), formerly Franchise Capital Corporation, a Nevada
corporation, was incorporated on July 6, 2001.  Effective December 24, 2004, the Company became as an internally
managed, closed end investment company electing to be treated as a business development company under the
Investment Company Act of 1940, as amended.

As a business development company (�BDC�), the Company intended to provide long-term debt and equity investment
capital to support the expansion of companies in the casual, fast food restaurant industry.  The Company served as a
holding company for its wholly and majority owned operating portfolio investments:  Fathom Business Systems, Inc.
(�Fathom�), Comstock Jake�s Franchise Company, (�Comstock�s�), Kokopelli Franchise Company, (�Kokopelli�), Cousin
Vinnie�s Franchise Company (�CV�), and Kirby Foo�s Asian Grill Franchise Company (�Kirby�).  The Company owned
100% of Fathom and Kokopelli and had ownership interests in Kirby of approximately 97.5%, 72.5% of Comstock
Jake�s, and 50% of CV.   

In August 2006, the Company abandoned its business model and commenced liquidating all of its investment
holdings.  On March 13, 2007, the Company held a shareholder meeting at which the Company�s shareholders voted to
withdraw the Company�s election to be a business development company as defined by the 1940 Act.  On March 14,
2007, the Company filed for N-54C to formally withdraw the Company�s BDC status.

On October 4, 2007, Aero consummated a share exchange with Franchise Capital Corporation (�FCCN�), a
publicly-held Nevada corporation.   As a result of the transaction, FCCN agreed to issue a total of 1,119,636,659 new
shares of restricted common stock in exchange for 6,745,456 shares of Aero common stock, representing 100% of the
total issued and outstanding shares of Aero, and the satisfaction of Aero debt of $6,406,646.  Since FCCN was
essentially a non-operating shell immediately prior to the share exchange, the Company has treated the transaction as
a reverse merger for accounting purposes.  Accordingly, all financial information presented prior to the date of the
share exchange is that of Aero exclusive of FCCN operations or assets.  The equity and share information presented is
that of Aero and all share information has been adjusted to reflect the share exchange rate (approximately 84:1).  In
addition, shares held by FCCN shareholders at the time of the share exchange have been treated as shares issued by
Aero.
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 Aero designs and manufactures performance exhaust systems for both street and race applications.  Aero Exhaust has
been issued U.S. and Australian patents on its innovations and development in the exhaust industry, and its mufflers
are available worldwide through major retailers, mass merchant centers, automotive aftermarket supply stores and
wholesalers.  Aero Exhaust mufflers are an exclusive National Association for Stock Car Auto Racing (NASCAR)
Performance product and carry the NASCAR brand on product, packaging and related media.  The Company is
headquartered outside of Salt Lake City, Utah.

Going Concern    - The accompanying financial statements have been prepared assuming that the Company will
continue as a going concern.  The Company has incurred material operating losses, has continued operating cash flow
deficiencies, has defaulted on several loan agreements and has working capital deficit at June 30, 2008 of $3,197,536
 These factors raise substantial doubt about the Company�s ability to continue as a going concern. The accompanying
financial statements do not include any adjustments that might result from this uncertainty.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Principles of Consolidation

The accompanying financial statements represent the consolidated operations of Aero Performance Products, Inc.,
formerly Franchise Capital Corporation, and TTR-HP, Inc. (DBA Aero Exhaust), its wholly owned subsidiary.  All
intercompany accounts and transactions have been eliminated in consolidation.  Since FCCN was essentially a
non-operating shell immediately prior to the share exchange, the Company has treated the transaction as a reverse
merger for accounting purposes.  Accordingly, all financial information presented is that of Aero exclusive of FCCN
operations.  

Cash and Cash Equivalents � Cash and cash equivalents include all short-term liquid investments that are readily
convertible to known amounts of cash and have original maturities of three months or less.

F-7
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Accounts Receivable-The Company recognizes a receivable upon shipment of its product and reviews the accounts
periodically for potential write offs. The Company has established a reserve of $60,000 for doubtful collections.

Inventory-Inventory consists of finished product and parts valued under the FIFO method using the  lower of cost or
market pricing module.

Revenue Recognition � The Company recognizes revenue upon shipment of its product, which essentially are
transportation mufflers and related parts..

Income taxes - The Company provides for income taxes based on the provisions of Statement of Financial Accounting
Standards No. 109, Accounting for Income Taxes, which among other things, requires that recognition of deferred
income taxes be measured by the provisions of enacted tax laws in effect at the date of financial statements.  

Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.  Actual results could differ from those estimates.

Income (Loss) Per Common Share � Basic income per share is computed using the weighted average number of shares
of common stock outstanding for the period.  .

Property and Equipment and Intangible Asset � Consists primarily of office equipment and furnishings and patent costs
and is generally stated at cost less accumulated depreciation. Depreciation is recorded on a straight-line basis over the
estimated useful lives of the assets ranging from 3 to 5 years for fixed assets and 20 years for patents.  Depreciation
and amortization  expense was $20,040 for the year ended June 30, 2008..  

Recently Issued Accounting Pronouncements

In July 2006, the FASB issued FASB Interpretation (FIN) No. 48, �Accounting for Uncertainty in Income Taxes�An
Interpretation of FASB Statement No. 109� (FIN 48). This Interpretation clarifies the accounting for uncertainty in
income taxes recognized in a company�s financial statements. FIN 48 requires companies to determine whether it is
�more likely than not� that a tax position will be sustained upon examination by the appropriate taxing authorities before
any part of the benefit can be recorded in the financial statements. It also provides guidance on the recognition,
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measurement and classification of income tax uncertainties, along with any related interest and penalties. FIN 48 will
also require significant additional disclosures. This Interpretation will be effective for fiscal years beginning after
December 15, 2006. We will implement this Interpretation in the first quarter of 2007 on a prospective basis. We are
currently evaluating the potential impact this Interpretation will have on our financial position and results of
operations.

In September 2006, the FASB issued SFAS No. 157, �Fair Value Measurements� (SFAS 157) , which provides
guidance on how to measure assets and liabilities that use fair value. SFAS 157 will apply whenever another US
GAAP standard requires (or permits) assets or liabilities to be measured at fair value but does not expand the use of
fair value to any new circumstances. This standard also will require additional disclosures in both annual and quarterly
reports. SFAS 157 will be effective for financial statements issued for fiscal years beginning after November 15,
2007, and will be adopted by us beginning in the first quarter of 2008. We are currently evaluating the potential
impact this standard may have on our financial position and results of operations, but do not believe the impact of the
adoption will be material.

In September 2006, the SEC staff issued Staff Accounting Bulletin (SAB) No. 108, �Considering the Effects of Prior
Year Misstatements when Quantifying Misstatements in Current Year Financial Statements� (SAB 108). SAB 108 was
issued in order to eliminate the diversity of practice in how public companies quantify misstatements of financial
statements, including misstatements that were not material to prior years� financial statements. We will initially apply
the provisions of SAB 108 in connection with the preparation of our annual financial statements for the year ending
December 31, 2006. We have evaluated the potential impact SAB 108 may have on our financial position and results
of operations and do not believe the impact of the application of this guidance will be material.

F-8

Edgar Filing: AERO PERFORMANCE PRODUCTS, INC. - Form 10KSB

37



NOTE 3- FIXED ASSETS AND INTANGIBLE ASSETS

Fixed Assets consist of:

Furniture, Fixtures and Equipment  $            89,642
Accumulated Depreciation (58,474)
Net

$            31,168

Intangible Assets consist of :

Patents  $           95,434
Accumulated Amortization (18,177)
Net

$           77,257

NOTE 4 � NOTES PAYABLE

Notes payable at June 30, 2008 consisted of the following:

Note payable to two individuals, past due with interest at 8% $11,250
Convertible note payable to a fund, interest at 8% convertible
at a discount of 30% from the average stock price 219,000
Note payable to a corporation, past due with interest at 8% 188,831
Note payable to an individual due July 31, 2008 with interest
at 6% 475,000
Convertible note to an individual with interest at 8% due
August 22, 2008 Convertible at a 30% discount off the average
stock price 50,000
Note Payable to an individual with interest  at 15% due
September 7, 2008 750,000
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Total $1,694,081

NOTE 5-DERIVATIVE LIABILITY

The Company is accounting for the conversion option in the Convertible Note of items 1 and 5 above, and the
conversion price in the Securities Purchase Agreement and the associated warrants as derivative liabilities in
accordance with SFAS 133, �Accounting for Derivative Instruments and Hedging Activities� and EITF 00-19
�Accounting for Derivative Financial Instruments Indexed to and Potentially Settled in a Company�s Own Stock� due to
the fact that the conversion feature and the warrants both have a variable conversion price.  The fair value of the
Convertible Note was determined utilizing the Black-Scholes stock option valuation model.  The significant
assumptions used in the valuation are:  the exercise price as noted above; the stock price as of June 30, 2008; expected
volatility of 66%; risk free interest rate of approximately 4.50%; and a term of six months.

NOTE 6 - INCOME TAXES

The Company recognizes deferred income taxes for the differences between financial accounting and tax bases of
assets and liabilities.  Income taxes for the years ended June 30, consist of the following:

2008 2007
Current tax provision (benefit)

0 0
Deferred tax provision (benefit) 0 0
Total income tax provision
(benefit) $           0 $         0     

F-9
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There was a deferred tax asset of $6,675,000 at June 30, 2008 relating primarily to net operating loss carryforwards of
approximately$22,000,000. The deferred income tax asset is fully offset by a valuation allowance of $22,000,000.

NOTE 7 - STOCKHOLDERS� EQUITY

During the year ended June 30, 2008 the Company issued 1,375,344,311 shares of stock as follows:

On October 4, 2007, the Company issued 566,314,129 shares of restricted common stock under the Share Exchange
Agreement with Franchise Capital Corp.  The value of the shares issued, over and above the net asset value of Aero,
was recorded as goodwill and impaired.

On October 4, 2007, and in connection with the Share Exchange Agreement, the Company issued a total of
383,322,530 shares of common stock in exchange for debt and interest forgiveness of $6,406,646. Included in this
amount is $1,750,000 in loans made from Franchise Capital to Aero which were forgiven as part of the share
exchange.

During the year ended June 30, 2008, the Company issued 393,700,000 shares of common stock under court-ordered
settlement of $282,197 in past due loans and interest.  In connection with the settlement, the Company recorded
settlement costs of $422,538 representing the difference between the fair market value of the stock on the date of
settlement and the amount of the obligation.

In October 2007, the Company issued 31,660,000 shares of common stock to third parties under an S-8 Registration
for services valued at $545,321.

The Company also issued 347,652 shares on the exercise of warrants having a value of $347,652.

NOTE 8 - MAJOR VENDOR

Included in Accounts Payable is an amount to one vendor which represents approximately 73.8% of the total amount
owing.
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NOTE 9 - COMMITMENTS AND CONTINGENCIES

The Company is obligated under one rental agreement for warehouse and office space totaling approximately 10,000
square feet ending in January 2011. Minimum future amounts per year under the agreement are as follows

Year end June 30,
2009                                                            

$59,400

Year End June 30,
2010                                                           

$59,400

Year End June 30,
2011                                                         

$34,650

Total $153,450

Litigation:

The company is a defendant in three lawsuits arising out of the normal course of business. While the eventual
outcome of litigation is hard to predict, the Company believes and has been advised that any settlement or result will
not have a negative impact on it.

NOTE 10 - SUBSEQUENT EVENTS

Subsequent to June 30, 2008, the Company issued a combined total of 116,000,000 shares of restricted common stock
in satisfaction of debt obligations totaling $67,527.

Notes labeled 4, 5, and 6 in Note 4 were not satisfied and are in default.
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EXHIBIT 31.1

SECTION 302

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Bryan Hunsaker, certify that:

(1)   I have reviewed this annual report on Form 10-K of Aero Performance Products, Inc.;

(2)  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

(3)  Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

(4)  The registrant's other certifying officer(s) and I am responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

     (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
unconsolidated investments, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

     (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

     (c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and
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     (d)  Disclosed in this report any change in the registrant�s internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report)
that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

(5)  The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions):

     (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

     (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant�s internal control over financial reporting.

October 17, 2008 By: /s/ Bryan Hunsaker
Bryan Hunsaker, Chief Executive Officer
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EXHIBIT 31.2

SECTION 302

CERTIFICATION OF INTERIM CHIEF FINANCIAL OFFICER

I, Bryan Hunsaker, certify that:

(1)   I have reviewed this annual report on Form 10-K of Aero Performance Products, Inc.;

(2)  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

(3)  Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

(4)  The registrant's other certifying officer(s) and I am responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

     (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
unconsolidated investments, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

     (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

     (c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and
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     (d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report)
that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

(5)  The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions):

     (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

     (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant's internal control over financial reporting.

October 17, 2008 By: /s/ Bryan Hunsaker
Bryan Hunsaker, Interim Chief Financial Officer
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Aero Performance Products, Inc. (the �Company�) on Form 10-K for the
period ending June 30, 2008, as filed with the Securities and Exchange Commission on the date hereof (the �Report�), I,
Bryan Hunsaker, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge and belief:

(1)

the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

the information contained in the Report fairly presents, in all material respects, the financial condition and results of
the operation of the Company.

October 17, 2008 By: /s/ Bryan Hunsaker
Bryan Hunsaker, Chief Executive Officer

EXHIBIT 32.2
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CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Aero Performance Products, Inc. (the �Company�) on Form 10-K for the
period ending June 30, 2008, as filed with the Securities and Exchange Commission on the date hereof (the �Report�), I,
Bryan Hunsaker, Interim Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge and belief:

(1)

the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

the information contained in the Report fairly presents, in all material respects, the financial condition and results of
the operation of the Company.

October 17, 2008 By: /s/ Bryan Hunsaker
Bryan Hunsaker, Interim Chief Financial Officer
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