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BKD 10001 Reunion Place, Suite 400
LLP San Antonio, TX 78216-4137

CPAs & Advisors 210.341.9400 Fax 210.341.9434 www.bkd.com

Independent Accountants’ Report

To the Board of Directors
The Premier Group, Inc.

We have audited the accompanying statement of financial condition of The Premier Group, Inc. (a Texas
Corporation), as of December 31, 2008, and the related statements of operations, changes in shareholder's
equity and cash flows for the year then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statemnents based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. 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 Premier Group, Inc., as of December 31, 2008, and the results of its operations
and its cash flows for the year then ended, in conformity with accounting principles generally accepted in
the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained on pages 9 and 10 is presented for purposes of additional analysis and
is not a required part of the basic financial statements, but is supplemental information required by Rule
17a-5 of the Securities and Exchange Commission. The information contained on pages 9 and 10 has
been subjected to the auditing procedures applied in our audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

QD/CD P

February 24, 2009

Praxity
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The Premier Group, Inc.
Statement of Financial Condition
December 31, 2008

Assets

Current Assets

Cash $ 6,697
Certificate of deposit 11,376
$§ 18.073

Liabilities and Shareholder's Equity

Current Liabilities

Concessions payable $ 2,900
Total current liabilities 2,900
Shareholder's Equity
Common stock, no par value, 100,000 shares authorized,

1,000 shares issued and outstanding 25,000
Paid-in capital 39.492
Retained deficit (49.319)

Total shareholder's equity 15,173
S 18073

See Notes to Financial Statements 2



The Premier Group, Inc.
Statement of Operations
Year Ended December 31, 2008

Revenues
Fee income $ 303,265

General and Administrative Expenses

Salaries, commissions and benefits 259,973
Licenses, fees and taxes 68,713
Professional fees 12,998
Office 6,059

Total general and administrative expenses 347,743

Other Income

Other income 2,000
Interest income 258
Total other income 2,258

Net Loss $  (42.220)

See Notes to Financial Statements 3



The Premier Group, inc.
Statement of Changes in Shareholder’s Equity
Year Ended December 31, 2008

Retained
Common Paid-in Earnings
Stock Capital (Deficit) Total
Balance, December 31, 2007 $ 25,000 $ 23,492 $ (7,099) $ 41,393
Net Loss - - (42,220) (42,220)
Contributions - 16,000 - 16,000
Balance, December 31, 2008 $  25.000 $ 39492 $ (49319 $ 15173

See Notes to Financial Statements



The Premier Group, Inc.
Statement of Cash Flows
Year Ended December 31, 2008

Operating Activities
Net loss

Adjustments to reconcile net loss to net cash used in

operating activities
Decrease in accounts receivable
Decrease in commissions payable
Decrease in account payable

Net cash used in operating activities

Financing Activities
Capital contributions from shareholder

Net cash provided by financing activities

Investing Activities
Reinvestment of certificate of deposit earnings

Net cash used in investing activities
Net Decrease in Cash
Cash, December 31, 2007

Cash, December 31, 2008

See Notes to Financial Statements

$  (42,220)

5,063
(475)
825

(38,437)

16,000

16,000

257
257

(22,714)
29,411

6.697

$ X



The Premier Group, Inc.
Notes to Financial Statements
December 31, 2008

Note 1: Significant Accounting Policies
General

The Premier Group, Inc. (Company), was formed in April 1999 for the purpose of selling direct
participation oil and gas programs for drilling companies in Texas. During 2008, the Company
sold programs only for Premier Minerals, Inc. (Premier). The 100% shareholder of the Company is
an employee, shareholder and officer of Premier.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America 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.

Cash Flows

For purposes of the statement of cash flows, the Company considers cash and cash equivalents to
include cash on hand, demand deposits and certificates of deposit or other highly liquid
investments with original maturities of three months or less.

Income Tax

Income taxes are provided for the tax effects of transactions reported in the financial statements
and consist of taxes currently due plus deferred taxes related primarily to differences between the
basis of assets for financial and income tax reporting. The deferred tax assets and liabilities
represent the future tax return consequences of those differences, which will either be taxable or
deductible when the assets and liabilities are recovered or settled. Deferred taxes are also
recognized for operating losses that are available to offset future taxable income.



The Premier Group, Inc.
Notes to Financial Statements
December 31, 2008

Note 2: Federal Income Tax

At December 31, 2008, there are no material differences between net income for financial reporting
purposes and net taxable income. A reconciliation of the 2008 income tax expense to the amount
computed by applying the statutory federal income tax rate of 34% is summarized below:

Income tax at statutory rate $ (14,355)

Surtax exemption 8,022

Change in valuation allowance for net operating loss carryforward 6,333
$ -

The Company has a net operating loss carryforward of approximately $61,000 which can be used
to offset future taxable income. This carryforward begins to expire in 2023. Due to the uncertainty
of the Company's ability to utilize this carryforward, the deferred benefit associated with this
carryforward has been reserved.

Note 3: Net Capital Requirements

The Company is subject to the Securities and Exchange Commission's Uniform Net Capital Rule
(Rule 15¢3-1) which requires the maintenance of minimum net capital. The Company has elected
to use the alternative method, permitted by Paragraph 15¢3-1(2) of the rule, which requires that the
Company maintain minimum net capital, as defined, of not less than $5,000. (The net capital rule
also provides that equity capital may not be withdrawn or cash dividends paid if resulting net
capital would be less than $5,000.) At December 31, 2008, the Company had net capital, as
defined, of $15,116.

Note 4: Related Party Transactions

As discussed in Note 1, the Company derives all of its income from the sale of direct participation
oil and gas programs for Premier. Pursuant to this agreement, the Company receives commissions
equal to 15% of the total cost of the program units sold by brokers of the Company. Additionally,
Premier pays the Company's share of rent, salaries and benefits. The Company reimbursed Premier
for all of its office supplies and utilities during 2008.



The Premier Group, Inc.
Notes to Financial Statements
December 31, 2008

Note 5: Significant Estimates and Concentrations
Current Economic Conditions

The current economic environment presents oil and gas exploration companies and their broker
dealers with unprecedented circumstances and challenges, which in some cases have resulted in
declines in the volume of business, constraints on liquidity and difficulty obtaining financing. The
financial statements have been prepared using values and information currently available to the
Company.

Current economic and financial market conditions could adversely affect the results of operations
in future periods. The current instability in the financial markets may make it difficult for Premier
to continue drilling. This, along with any decrease in available funds from investors, may
significantly impact the rate at which new drilling programs are offered. Such delays or
cancellations could have an adverse impact on the Company’s future operating results.



The Premier Group, Inc.
Computation on Net Capital (As Defined within Securities Act of 1934
Rule 15¢3-1)
December 31, 2008

Total Shareholder's Equity from Statement of Financial Condition $ 15,173
Deduct Shareholder's Equity Not Allowable for Net Capital -
Total shareholder's equity qualified for net capital 15,173

Add
Liabilities subordinated to claims of general creditors allowable in
computation of net capital -
Other allowable credits -

Total capital and allowable subordinated liabilities 15,173

Deductions and/or Charges
Total non-allowable assets from statement of financial condition -
Secured demand note deficiency -
Commodity futures contracts and spot commodities -
Other deductions and/or charges -

Other Additions

Net Capital Before Haircuts on Securities Positions

(Haircuts on Securities Computed Where Applicable) (57)
Contractual securities commitments -
Deficit in securities collateralizing secured demand notes -
Trading and investment securities -
Undue concentrations -
Other -

Net Capital § 15.116

—_——



The Premier Group, Inc.
Computation for Determination of Reserve Requirements Under Rule 15¢3-3

of the Securities and Exchange Commission and Computation of Net Capital
Under 15¢3-1

December 31, 2008

As of December 31, 2008, the Company is exempt from the provision of Rule 15¢3-3 under
Section 15¢3-3(k)(2)(i):

"...The provisions of this section shall not be applicable to a broker or dealer... who carries no
margin accounts, promptly transmits all customer funds and delivers all securities received in
connection with his activities as a broker or dealer, does not otherwise hold funds or securities for,
or owe money or securities to, customers and effectuates all financial transactions between the
broker or dealer and his customers through one or more bank accounts, each to be designated as
"Special Account for the Exclusive Benefit of Customers of The Premier Group, Inc. ..."

Computation of Net Capital under Rule 15¢3-1:

There were no material differences between Net Capital as presented on page 9 herein and the
Company's presentation of Net Capital in Part IIA of Form X-17A-5 as of December 31, 2008.

10



BKD 10001 Reunion Place, Suite 400
LLP San Antonio, TX 78216-4137

CPAs & Advisors 210.341.9400 Fax 210.341.9434 www.bkd.com

Report on Internal Controls Required by SEC Rule 17a-5(g)(1)

To the Board of Directors
The Premier Group, Inc.

In planning and performing our audit of the financial statements of The Premier Group, Inc. (Company),
as of and for the year ended December 31, 2008, in accordance with auditing standards generally accepted
in the United States of America, we considered the Company's internal control over financial reporting
(internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Company's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Company's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation
of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial statements in

Praxity
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conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. However, we identified the following deficiencies in internal control that we consider to be
material weaknesses, as defined above. These conditions were considered in determining the nature,
timing, and extent of the procedures performed in our audit of the financial statements of The Premier
Group, Inc., as of and for the year ended December 31, 2008, and this report does not affect our report
therein dated February 24, 2009.

During 2008, the Company recognized revenue and expenses based on cash transactions and not on the
basis of accounting principles generally accepted in the United States of America. Subsequent to year-
end, management has developed procedures to account for revenues as they are earned and record
expenses in the correct period.

We also identified certain other deficiencies in internal control that we consider to be significant

deficiencies, and communicated them in writing to management and those charged with governance on
February 24, 2009.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2008, to meet the SEC's
objectives except as described above.

12



This report is intended solely for the information and use of the Board of Directors, management, the
SEC, and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934
in their regulation of registered brokers and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

é/éb L LLP

February 24, 2009
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