Information for Prospective Franchisees Required by
Federal Trade Commission

To protect you, we've required your franchisor to give you this information. We haven't checked
it, and don't know if it's correct. It should help you make up your mind. Study it carefully. While it
includes some information about your contract, don't rely on it alone to understand your contract. Read
ali of your contract carefully. Buying a franchise is a complicated investment. Take your fime to decide.
If possible, show your contract and this information to an advisor, like a lawyer or an accountant. If you
find anything you think may be wrong or anything important that's been left out, you should let us know
aboutit. It may be against the law.

There may also be laws on franchising in your state. Ask your state agencies about them.

Federal Trade Commission,
Washington, D.C. 20580

Date of Issuance:
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FRANCHISE OFFERING CIRCULAR

1st Propane Franchising, Inc.

A California Corporation
d.b.a. 1st Propane
14670 Cantova Way, Suite 208
Rancho Murieta, California 95683
Telephone: (877)977-6726
http://www.1st-propane.com

1st Propane Franchlsmg, Inc. awards franchises for the establishment, development and
operation of a 1st Propane® Franchlse including the right to use the service mark *1st Propane” and
associated logos and the 1st Propane® System in the operation of a 1st Propane® unit. 1st Propane®
Franchisees provide retail distribution of propane gas in bulk.

The initial franchise fee currently charged by us in this state is $30,000. You must deposit $4,000
with us for a grand opening advertising and promotional program. The estimated initial cost to
commence operations (including the initial franchise fee) ranges from approximately $248,500 to
$652,000. The estimated initial cost to commence operations may vary widely depending on the location,
layout, size, local building code and zoning requirements and other factors and may exceed such
estimates. The above figures are approximate only and you are urged to read ltems 5 through 7 in their

entirety for further information. This summary of the initial cost to commence operations does not
represent your total costs and makes no provision for capital necessary to reach “break-even” or any
other financial position. It does not include ongoing operating expenses or debt service and is
supplemented by more detailed information appearing in this Offering Circular, which you should read.

RISK FACTORS:

1. THE FRANCHISE AGREEMENT CONTAINS A MANDATORY BINDING ARBITRATION
CLAUSE GOVERNING NEARLY ALL DISPUTES BETWEEN YOU AND US, AND ALSO PROVIDES
FOR A FACE-TO-FACE MEETING AND MEDIATION TO SETTLE DISPUTES. THE MEDIATION,
BINDING ARBITRATION (AND ANY LITIGATION) AND ANY ARBITRATION APPEAL WILL TAKE
PLACE AT A NEUTRAL LOCATION IN THE COUNTY IN WHICH OUR THEN CURRENT
HEADQUARTERS IS LOCATED, AND THAT MAY COST YOU MORE THAN IF THOSE
PROCEEDINGS TOOK PLACE NEAR YOUR RESIDENCE OR BUSINESS. COSTS OF THE FACE-
TO-FACE MEETING, MEDIATION, ARBITRATION AND ANY ARBITRATION APPEAL MAY BE
GREATER THAN IN LITIGATION. YOU AND WE WiLL GENERALLY BEAR EACH OF QUR OWN
COSTS IN ANY DISPUTE, BUT THE ARBITRATOR CAN ASSESS COSTS (BUT NOT ATTORNEY'S
FEES) AGAINST A LOSING PARTY. THE FRANCHISE AGREEMENT PROVIDES THAT THE LAW
OF THE STATE WHERE YOUR 1ST PROPANE® FRANCHISE IS OR WILL BE LOCATED GOVERNS
THE AGREEMENT. BY AGREEING TO ARBITRATE, YOU WAIVE YOUR RIGHTS TO A JURY
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TRIAL, AS WELL AS TO’FRIAL BEFORE A JUDGE IN A COUR%F LAW, YOU GENERALLY
WAIVE YOUR RIGHT TO APPEAL AN ARBITRATION AWARD (EXCEPT TO A THREE ARBITRATOR
APPEAL PANEL) AND MAY BE GIVING UP RIGHTS TO PRE-TRIAL DISCOVERY, AS WELL AS
GIVING UP CERTAIN RIGHTS REGARDING CLASS ACTIONS. THE FRANCHISE AGREEMENT
ALSO LIMITS THE AMOUNT OF DAMAGES RECOVERABLE BY YQOU OR US TO A MAXIMUM
TOTAL AMOUNT OF $300,000; REQUIRES YOU TO GIVE US NOTICE OF, AND OPPORTUNITY TO
CURE, DEFAULTS BY US; AND PROVIDES FOR A PERIOD OF TIME IN WHICH YOU OR WE CAN
BRING CLAIMS WHICH MAY BE SHORTER THAN THAT PROVIDED BY APPLICABLE LAW.

2. THE PURCHASE OF A 1ST PROPANE® FRANCHISE INVOLVES BUSINESS RISKS
AND SUCCESS CANNOT BE GUARANTEED.

3. THE POSSIBLE SUCCESS OF YOUR 1ST PROPANE® FRANCHISE MAY BE
DEPENDENT ON THE LOCATION OR AREA YOU CHOOSE, THE LOCAL MARKET FOR THE
PRODUCTS AND SERVICES OFFERED, COMPETITION AND OTHER FACTORS. THESE FACTORS,
ALONG WITH YOUR OWN BUSINESS ABILITY IN OPERATING YOUR 1ST PROPANE® AND THE
EXTENT TO WHICH YOU ‘FOLLOW THE 1ST PROPANE® SYSTEM, TOGETHER WITH YOUR
FINANCIAL AND OTHER RESOURCES, ARE THE THINGS MOST LIKELY TO DETERMINE YOUR
POSSIBLE SUCCESS.

4. THE FRANCHISOR HAS LIMITED FINANCIAL RESOURCES. SEE THE
FRANCHISOR'S FINANCIAL STATEMENTS, AND THE ACCOMPANYING AUDITORS’ REPORT,
FOR ADDITIONAL DETAILS.

Information comparing Franchisors is available. Call the state administrators listed in Exhibit G or
your public library for sources of information.

Registration of this franchise by a state does not mean that the state recommends it or has
verified the information in this offering circular. If you learn that anything in this circular is untrue, contact
the Federal Trade Commission and the state agency listed in Exhibit G.

The Effective Date of this Offering Circular is September28;,-2006 unless
otherwise noted on an addendum for your state included in Exhibit | of this Offering Circular,
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1. THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

The Franchisor, Business Form, Names, Address

To simplify the language in this Offering Circular, 1st Propane Franchising, Inc. (the Franchisor) is
referred to as “we,” “us”, “our”, “the Company” or “1st Propane.” We're a California corporation that was
incorporated on October 2, 1997, as 1st Propane Franchising, Inc. Our principal place of business is
14670 Cantova Way, Suite 208, Rancho Murieta, California 95683,

“You” or “your” means the person who is granted the franchise. If a corporation or partnership is
granted the franchise, “you” includes the Franchisee's owners. (In general, we grant franchises only to
individuals, not corporations, but assignment to a corporation is allowed under conditions specified in the
Franchise Agreement.)

Our agent in this state authorized to receive service of process is in Exhibit G.

Our Business and the Franchises to be Offered in This State

#orni —As of June 30, 20852006, we have 10-8 franchisees
and one company-owned 1st Propane® unit which is located in the County of Amador, California
[see [tem 20].

o]
1

' Under each Franchise Agreement, you'll operate a retail business which provides distribution of
propane gas in bulk, and certain related and other products and services, including installation of storage
tanks, distribution and other facilities. These businesses, referred to in the Franchise Agreement as “1st
[-‘rogane”’ Franchises,” operate at locations that feature a distinctive format and method of doing
business, including color scheme, signs, equipment, layouts, systems, methods, procedures, designs and
marketing and advertising standards and formats (the “1st Propane® System” or “System”), any element
of which we can modify from time-to-time in our sole and absolute discretion and with which you'll
promptly comply.

fn general, many states require a sales and use tax license, a local business license, and
compliance with various government regulations pertaining to the retail propane industry to operate a 1st
Propane® Franchise. (See Exhibit D for a list of various regulatory agencies, and a brief discussion of
some regulations, in your state. Similar requirements may apply in other states.) You shoyld
. Independently research the need for you to hold any licenses, or satisfy any other legal requirements,
before you sign any_binding documents or make any investments. General regulations associated with
operating businesses, including zoning restrictions, may affect your operation of your 1st Propane®
Franchise and should also be investigated by you. Of course, you're required to comply with all
applicable laws. In order to do business in certain locations, local regulations (related to zoning,
hazardous materials storage, etc.) may need to be complied with and you should review those
* requirements before making any commitments. Your activities as a 1st Propane® Franchisee may require
you to comply with state or other contractor's licensing and related requirements and could require you,
and/or your personne!, to obtain general contractor's and/or other licenses.

Your customers will be the general public and other businesses. You will compete with other
businesses which offer retail distribution of propane gas in bulk, and certain related and other products
and services, including installation of custorner tanks, distribution and other facilities. You’re not allowed
to engage in any wholesale business activities or engage in over-the-road trucking of propane or related
products. “Over-the-road trucking” is defined as hauling privately'r or for hire, propane or related products
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| in trucks capable of transporting in excess of 5,000 gallons. (Franchise Agreement, Sections 2-+-and
10.3)

Our Prior Experience, Predecessors and Other Information

Our predecessor is Thacher Financial Group, Inc., (d.b.a. Network Propane Group) and is located
at 14670 Cantova Way, Rancho Murieta, California 95683. Thacher Financial Group, Inc. provides
financial, accounting and management services to retail propane businesses. Qur predecessor does not
offer franchises in any line of business. The franchises described in this document are offered only by 1st
Propane Franchising, Inc. You will have a contractual relationship only with us. Thacher Financial
Group, Inc. does not have (and will not have) any obligations to you and you may look only to us for
performance under the Franchise Agreement and any other documents.

We have been offering 1st Propane® franchises since 1997. We've never offered, and don't
currently offer, franchises in any other line of business and we're not engaged in any other line of
business.

This Offering Circular sets forth the terms and conditions for franchises offered to 1st Propane®
Franchisees in this state. We reserve the right to offer other franchises or licenses, in this state or

elsewhere, to new Franchisees or existing licensees on entirely different economic and other terms and
conditions.,

This Offering Circular contains a summary of various provisions of the Franchise Agreement, and
other documents, in relatively brief language, as required by state and federal law. We've summarized
the main features of our program above and further information appears at appropriate points throughout
this Offering Circular. Of course, the descriptions in this Offering Circular of various documents and their
provisions are for general informational purposes only, in many cases (in the interests of brevity and
understandability} only excerpts or summaries of documents are discussed, the actual, provisions of the
documents will control in any case and you should read the entire Franchise Agreement, and other

- documents, for more complete information.

A 1st Propane® Franchise (like any other enterprise) involves business risks. Your volume, profit

and success are primarily dependent on your ability and efforts as an independent business operator, and

* success can't be guaranteed. You'll be responsible for an aggressive, proactive local marketing effort
using the techniques and methods of the 1st Propane® System.

2. BUSINESS EXPERIENCE

President: William W. Thacher

Mr. Thacher began his career in the propane industry in 1970, and was employed in several
management and executive positions in the industry until 1990. Mr. Thacher founded the Thacher
Financial Group, Inc. {d.b.a. Network Propane Group) in 1990 which is now located in Rancho Murieta,
California. He continues to serve as President and CEQ of Thacher Financial Group, Inc., and is
responsible for developing all of the systems for the start-up and financing of new propane dealers. Mr.
Thacher became our President upon our inception in 1987. Mr. Thacher also acts as a financial
consultant to retail propane dealers and as an expert witness in propane business-related legal matters.
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Vice President of Operations: Richard D, Collins

Mr. Collins joined the propane industry in 1974 as a Mechanical Engineer for the California Liquid
Gas Corporation {Cal-Gas). Between 1974 and 1990, he held several positions with Cal-Gas and it's
subsequent owner, Amerigas and its subsidiaries, including Director of Operations Support and Manager
of Terminals. From 1980 until 1994, he was the Western Regional Manager for Ely Energy, Inc., based in
Rancho Murieta, California. Beginning in 1994, until December, 1997, Mr. Collins was Vice President for
Cal-Pac Energy, Inc., a propane and natural gas construction firm located in Rancho Murieta, California.
Mr. Collins assumed his position as our Vice President of Operations in December 1997. Mr. Collins is
responsible for the development and operation of the 1st Propane franchise training program, as well as
franchise technical services and safety programs, code and regulatory compliance.

Secretary-Treasurer; Lynn D. Thacher

Mrs. Thacher has worked for us since our inception in 1997, and has worked for Thacher
Financial Group, Inc. in a similar capacity since its founding in 1990. She is responsible for all data
collection and other communications with the dealers, in addition to her role in corporate management.

Member, Board of Directors: Don Hankins

‘ Mrh."Hankins.was elected to the Board of Directors in February 2000. He has been the owner and
President of Propane Ventures, in Ft. Worth, Texas, since July 1989,

Meri)ber, Board of Directors: Sandra Hoboy

Ms. Hoboy was elected to the Board of Directors in February 2000. Since 1990, she has
operated a business investment and consulting business in Anacortes, Washington.

Member, Board of Directors: Stanley Smith

Mr. Smith was elected to the Board of Directors in February 2000. He has been the owner and
President-of Petrosol International, Inc., located in Spokane, Washington, since 1974. From July 1974
to June 2006, he was President of Petrosol. In July 2006, he became CEQ of Petrosol. Petrosol is a
major wholesale propane supplier in the northern tier of the United States.

Franchise Brokers

We do not at this time, but reserve the right to employ various franchise brokers in different parts
of the United States to assist us in identifying qualified franchise applicants. A list of these franchise
brokers is attached as Exhibit I.

3. LITIGATION

There is no litigation that is required to be disclosed in the Offering Circular.

| 1st Propane Franchising, Inc. — UFOC - 8/42/0510/11/06 3




4. BANKRUPTCY

No person previously identified in Items 1 or 2 of this Offering Circutar has been involved as a
debtor in proceedings under the U.S. Bankruptcy Code required to be disclosed in this Item.

5. INITIAL FRANCHISE FEE

The Initial Franchise Fee currently charged by us, in this state and for the franchise covering your
location, is $30,000. The Initial Franchise Fee is due and payable on signing the Franchise Agreement,

On signing the Franchise Agreement, you must deposit $4,000 with us, which we will
disburse, for a grand opening advertising and promotional program covering your 1st Propane®
Franchise, beginning approximately 14 days before, and continuing for approximately 28 days
after, the opening of your 1st Propane® Franchise.

No part of the Initial Franchise Fee. or any other amounts paid to us or any affiliate. are
refundable.

If we, in our sole and absolute discretion, determine that you (or a managing partner or
shareholder consented to by us) or your manager has not successfully completed (or are not making
satlsfactory progress in) your initial training, we may cancel all of your rights (and all of our abligations)
under the Franchise Agreement andfor any other agreements with you. You will return all manuals and
you (and each affiliate of yours) will execute documentation providing for a general release, in a form
prescribed by us, of any and all claims, liabilities and/or obligations, of any nature whatsoever, however
arising, known or unknown, against us and/or any or all of the Franchisor-Related Entities and we will

- provide you with a similar release, except that your indemnity, confidentiality obligations, and the dispute
avoidance and resolution provisions of the Franchise Agreement, including those of Article 19, together
. with the provisions of Article 21, will be preserved.

Since the possibility of such termination exists, you understand that if you make any investments
or sign any documents prior to completion of training, you're at risk. Alternatively, we can (in our sole and

absolute discretion) require you to hire a substitute manager and arrange for him/her to complete the
1n|t|al training program to our satisfaction. (Franchise Agreement, Section 5. 1)
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6. OTHER FEES'
NAME oF FEE® AMOUNT DUE DATE REMARKS
Royalty® 6% of Gross Volume for | Every calendar week | Amounts due by 5:00pm
the first $500,000 via electronic funds every Wednesday of each
annually. transfer (ACH) calendar week for

For any calendar year,
for any Gross Volume
over $500,000 but less
than $750,000 per year,
5% of that Gross
Volume. For any
calendar year, for any
Gross Volume over
$750,000 per year 4%
of that Gross Volume.
Minimum of $140 per
week (subject to inflation
adjustment)

preceding week. Gross
Volume includes ali
revenue from the franchise
location. Gross Volume
does not include sales tax
or fuel tax.

Marketing Fund
Contribution*

1% of Gross Volume
against a minimum $47
per week

Every calendar week
via electronic funds
transfer

Amounis due each
calendar week. Subject to
inflation adjustment.

Local Marketing

Minimum of $800 per
calendar month

You will spend at
least this amount per
calendar month

Includes telephone
directory listings, and
advertising, but doesn’t
include discounts, coupons
or free products. You will
submit, in form and at
times prescribed by us,
verification of your
expenditures. Subject to
inflation adjustment

Inflation Adjustment

Will vary

April 1 adjustment
date

Adjusted annually in
proportion to the
Consumer Price Index.

Optional Additional
Training/Assistance

$800 per person per day
plus expenses

Payable at time of
training/assistance

Fees may be charged for
optional or additional
training/assistance
requested by you and held
outside our home office.
You are responsible for all
expenses related to
optional or additional
training/assistance.
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