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Caucasus Oil AB in brief
A word from the Chairman of the Board

Organisation
Gas- and oil prospecting

Caucasus Oil AB (publ.) invests in oil and
gas, both prospecting and production. At
the turn of the financial year 2014/2015 the
company’s portfolio consisted of seven
wells, four of which are productive and
three of which are being evaluated with a
view to production. Five of these are located in Texas and two in Louisiana, USA. The
ownership shares vary from 0.83% - 5.0%.
Caucasus Oil has 797 shareholders*, and
the company’s shares are listed for trading
on AktieTorget under the acronym CAOI.

The environment
Projects
Share information
Administration report
Revenue account
Balance account
Cash flow analysis

*excluding holdings solely in capital assurance and foreign account customers.

Notes
Signatures

HISTORY
2014

Goodrich-Cocke #3 was put back into
production and initially produces circa 100
barrels of oil a day.
In June of that year Caucasus Oil writes a
declaration of intent concerning acquisition of the Estonian company Petrovende
Oü which has extensive oil assets in
Siberia.
The negotiations with Petrovende Oü are
broken off in September, due to the fact
the respective parties could not reach an
agreement regarding the final terms of the
acquisition.
It was with deep sadness that we had
to announce that our deputy director,
information officer and friend Olle Björck,
Västervik, passed away on the 8th of December 2014 after a period of illness.

2013

CAUCASUS OIL AB
IN BRIEF

Vision, business ideas and strategy

The project on Weeks Island is developed and
a pipeline is constructed following leakage
from the production tanks.

2012

The Goodrich-Cocke #3 well is put into
production in January with an initial production of around 90 barrels a day.
New share subscription, backed up by the
subscription option CAOI TO 3, amassed
the company SEK 620,887 by the creation
of 1,179,265 new shares.
In the autumn a leakage occurred in
Goodrich-Cocke #3’s production equipment, which has now been repaired and
is awaiting permission to recommence
production.

2011

The company makes its sixth and seventh
investments: Goodrich-Cocke #2 and #3.
The wells are situated in Louisiana, USA,
and are being this year.
The annual general meeting decides to
issue subscription options to all shareholders free of charge.

2010

The company makes its fourth and fifth investments, Richardsson 15-1 and Howard
10-1, in Texas, USA. The wells indicate the
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presence of both gas and oil and are being
evaluated for test production.
The third well, Oltmann #1H, was a bull’s
eye and delivers a solid cash injection
from August onwards. Not only with oil,
but later also with gas.
The company is the title sponsor of
Speedway-SM 2010 in Målilla.
2009 Reese #1H is put into production in
April. The company’s second investment,
Schiflet #1H, is made in Texas, USA. Schiflet #1H is drilled and put into production
in August.
The company is the title sponsor of
Speedway-SM 2009 in Målilla.
Caucasus Oil is affiliated to Euroclear
and is listed on AktieTorget on the 9th of
November. The company makes its third
investment, Oltmann #1H, in Texas, USA.

2008

Caucasus Oil AB is founded and is registered in May 2008.
The company makes its first investment,
Reese #1H, in Texas, USA.
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A WORD FROM CHAIRMAN
OF THE BOARD ULRICH
ANDERSSON
2014 – A year filled
with hard work

“Oh yes?” you, the shareholder, say, full
of hard work? Of course he would say
that... they haven’t lifted a finger at the
company!
As chairman of the board I understand
you, the shareholder, reading this. Seen
from the outside very little has happened
at the company this year. Seen from the
inside a lot has happened, which has been
both exciting and instructive for us, but
with a couple of exceptions it is impossible to communicate this to anyone outside of the board. The company has come
close to closing but it has never quite
gone that far. There have been obstacles
on the road which we have been unable to
ignore, and this is why we decided not to
close down.
One of these occasions was when we
wrote a “Letter of Intent” concerning our
intention to acquire the Estonian company
Petrovende Oü. Petrovende owns 60 %
of the Russian oil company Petro Stream,
which has a licence to extract large quantities of oil and gas in Tomsk in Siberia. The
intention was for Petrovende to become
a wholly-owned subsidiary of Caucasus
Oil. Things looked very promising for a

long time until we broke off negotiations
because we were unable to come to
an agreement with Petrovende concerning the final terms of the acquisition.
Amongst other things we received too
little of the information we requested. The
whole thing just didn’t quite feel right, to
put it plainly.
The price of oil hasn’t exactly flattered
the market either. This has naturally also
impeded the company’s possibilities for
expansion. Happily the price of oil has recovered somewhat of late. The downturn
has however had a positive effect on the
price for boring and hiring of boring rigs.
Many large oil and gas companies have
aborted projects which had been planned
and commenced, which also has the
effect of freeing up a lot of rigs, coinciding
with the fall in hire prices. In addition to
this a lot of projects have also been put up
for sale, at considerably lower prices than
before the downturn in the price of oil.
It is now possible to purchase good and
safe oil production at a good price, and
production is precisely the thing we need
to increase our earning capacity. We have
a number of great projects in the pipeline
right now and are merely waiting for the
right moment to start trading.
Finally I would on behalf of the board once

again like to lament the passing of the
company’s information officer and deeply
knowledgeable colleague Olle Björck from
Västervik, who passed away on the 8th
December 2014. Olle was a crucial link
in the work of the company since it was
founded in 2008, and we feel the loss of
his expertise very keenly. We nonetheless
carry with us Olle’s positive outlook on life
and approach to the job, and we hope that
this will be a really good year for Caucasus
Oil!
Vimmerby, 29th June 2015
Ulrich Andersson,
Chairman of the Board
Caucasus Oil AB

KEY EVENTS AFTER THE CLOSE OF THE
FINANCIAL YEAR
Acquisition of fuel companies.

In spring 2015 we commissioned the financial institute
Corpia AB in Stockholm to make available a bond loan of up
to SEK 10 million. This loan offer will be open until the end of
June 2015. This means that the result of the bond loan is positive, and it will not be until some way into July/August that
we hope to be able to announce that the first purchases of
oil production have been made in the USA. If we succeed in
doing this, we hope that it will in turn give the company the
boost to production which is much needed at the present
time. Once we have increased production, the next step is
naturally we will once again look for a project with significant associated risks as a complement to other investments
and in accordance with the company’s central philosophy of
having a somewhat higher risk and profit profile.

In June the board signed an agreement concerning acquisition of Smart Energy Sweden Fuels AB (publ.). The purchase
will be financed with the help of newly-issued shares, and
it is intended that this will be done assuming that a planned
additional annual general meeting in the middle of July
approves the issuing of shares etc. Once the acquisition is
complete it is reckoned that Caucasus will be profitable in
the present financial year. See further the press release of
8/6/2015.
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VISION, BUSINESS IDEAS AND STRATEGY
Vision

Caucasus Oil’s vision is, through the
successful extraction of gas and oil,
generate added value for the company
and its shareholders.

Business ideas

Caucasus Oil will, via its prospecting
activities and through the purchase of
shares in sources of gas and oil, create
a secure income for the company’s
commercial activities. At the same time
it is necessary, in keeping with the
company’s strategy, to actively seek out
participants in projects with significant
benefits and high risk profiles, primarily
outside of the USA.

Strategy

Caucasus Oil’s business strategy is to:
- Invest in areas with a potential for
deposits of gas and oil both in the USA
and elsewhere.
- Embark on systematic and long-term
investment and prospecting activities with
both low and high risk profiles.
- Continue to maintain a low cost profile.

ORGANISATION
Ulrich Andersson

Bengt Grafström

Elected to the board in 2008, chairman
since 2008. Born 1966.

Elected to the board in 2008. Born 1946.

Executive chairman of the board

Share holdings, private and via companies:
1,384,810 shares.

Lars-Olof Ericsson
Board member

Elected to the board in 2010,
Born 1947.
Share holdings 45,000 shares.

Board member

Staff

Share holdings 620,000 shares.

The company has at present no staff. The
company is lead by the board and dayto-day operations are administered via a
management agreement with med Ulrich
& Co AB.

Bertil Wilhelmsson

Auditor

Executive Director

Elected to the board in 2008, Executive
Director since 2009. Born 1949.
Share holdings, private and via companies:
1,014,545 shares.
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Joakim Falck
Accredited auditor
Ernst & Young AB
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GAS AND OIL PROSPECTING
Caucasus Oil AB (publ.) invests in the extraction of oil and gas. It invests both on already established operations and through prospecting activities.
Prospecting for gas and oil is both time-consuming and entails large investments as well as risks. Caucasus Oil seeks to spread its
assets, and thereby its risks, by purchasing smaller holdings in both new and existing oil production.
The company stipulates direct ownership as a requirement in order to be able to carry out an investment. This is so as to avoid the
eventuality that the financial circumstances of another part-owner have a negative effect on the company. The investment process is
characterised by thorough surveys of existing information.

THE ENVIRONMENT
Caucasus Oil strives to minimise as much as possible the impact that the company has on the environment. When evaluating new
projects it is always necessary to ensure that the main operator’s environmental policy conforms to the environmental legislation in the
countries in question. If it does not, Caucasus Oil must point out the shortcoming in order to effectuate improvement in this respect. If
the operator is unable to fulfil its obligations with respect to the environment, Caucasus Oil should refrain from investing.

PROJECTS
Caucasus Oil’s project portfolio at the turn of the financial year 2014/2015:

•
•
•
•
•
•
•

Reese #1H, Harrison County, gas well, 1.5% share, in operation since 2009-04-14, operator PetroMax.
Schiflet #1H, Madison County, oil well, 1.0% share, in operation since 2009-08-14, operator PetroMax.
Oltmann #1H, Madison County, oil well, 2.0% share, in operation since September 2010, operator PetroMax.
Richardsson 15-1, Hardeman County, oil well, 0.83% share, boring complete and evaluated for test production, operator PetroMax.
The well is fully depreciated due to uncertainty concerning the use of technology and the operator’s failure to supply a schedule and
budget.
Howard 10-1, Hardeman County, oil well, 0.83 % share, boring complete and evaluated for test production, operator PetroMax.
The well is fully depreciated due to uncertainty concerning the use of technology and the operator’s failure to supply a schedule and
budget.
Goodrich-Cocke #2, Iberia Parish Louisiana, 5% share, is being evaluated following test production run. Operator Alta Mesa Holdings, LP.
Goodrich-Cocke #3, Iberia Parish Louisiana, 5% share, in operation since January 2012. Operator Alta Mesa Holdings, LP.
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Share information
Development of share capital

In the table below an account is given of changes to Caucasus Oil’s share capital since the company was founded and until the close of
the 2014 financial year. All shares have been purchased with cash or cash equivalents.
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Administration report
The board and the executive director of Caucasus Oil AB (publ.), 556756-4611 hereby present the
annual financial report for 2014.
General information concerning the enterprise

- In June Caucasus Oil signed a declaration of intent concerning
acquisition of the Estonian company Petrovende Oü, which has
extensive oil assets in Siberia.
- Negotiations with Petrovende Oü were broken off in
September, due to the fact that the respective parties could
not reach an agreement concerning the final terms of the
acquisition.
- It was with deep sorrow that we had to report that our deputy
director, information officer and friend Olle Björck, Västervik,
passed away on the 8th of December 2014 after a period of
illness.
- Caucasus Oil’s offices were moved in January 2015 to:
Caucasus Oil AB, Slottsgatan 14, 553 22 Jönköping. The
reason for this move was purely practical, due to the fact
that the company’s administration was moved to Jönköping.
It was proposed at the 2015 annual general meeting that
the company’s headquarters also be moved to Jönköping for
practical reasons.
- In March 2015 the board entered into an engagement
agreement with the financial institution Corpia AB in Stockholm
concerning a debenture bond of up to SEK 10 million.
Corpia AB closed the debenture bond at the end of June 2015,
after which the result will be announced.
- The board has also had cause to draw up an investment
memorandum in the event that a new issue may be carried out
if there are not sufficient subscribers to Corpia’s engagement
agreement concerning the debenture bond.
- The board has furthermore decided to note down the audited
value of the two wells Howard and Richardsson which have not
been put into production since they were drilled in 2010. This is
amongst other things due to uncertainty surrounding the use of
new technology which is currently being tried out.
- In June the board signed an agreement concerning acquisition
of Smart Energy Sweden Fuels AB (publ.). This will be financed
with the help of newly-issued shares and will go ahead provided
that a planned extra annual general meeting in the middle of
July approves the issuing of shares etc. If the acquisition is
completed it is expected that Caucasus Oil will be profitable
in the current financial year. For further details see the press
release of 8/6/2015.

Caucasus Oil AB (pub.l), founded in May 2008 and based in
Vimmerby, is a Swedish public limited company which invests
in drilling projects as well as other types of investment in the
oil and gas extraction sector.
The company’s shares have been listed for trading on the
AktieTorget in Swedish since the 9th of November 2009. The
company’s primary investments are enterprises based in and
outside the USA.
At the turn of the financial year 2014/2015 Caucasus Oil’s
project portfolio consisted of four productive wells together
with three wells which are to undergo test production runs.
Five of these are located in Texas and two in Louisiana, USA.
The long-term goal is to become a significant actor in the
sector. This will be achieved by actively seeking out new
prospecting areas and acquisitions of shares in productive oil
and gas fields with the potential for development.
The day-to-day activities of the company are outsourced and
managed by Ulrich & Co. AB. The work of the company is
administered by the chairman of the board Ulrich Andersson,
together with hired consultants. Media communication is one
example of a service carried out by consultants which is to
some extent outsourced.

Change of accounting principle

As of 1st January 2014 the company will conform to BFNAR
2012:1. The introduction of the general guidelines has entailed
a change in auditing principles but has had no significant effect
on revenue and balance accounts. The financial ratio has not
been recalculated.

Key events in the financial year and following
the close of the year

- Goodrich-Cocke #3 was put back into operation and is initially
producing approx. 100 barrels of oil a day.
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Forecast future development and key risks
and elements of uncertainty
Financial risks

At the turn of the year the company’s petty cash amounted to
SEK 7 000. The company considers that there is a paucity of
operational capital for the coming 12 months from the balancing
date of 31st December 2014.

The company is exposed to various financial risks as a result of
its business activities, such as interest rate, price, credit, liquidity and cash flow risks. Interest rate risk arises as a result of
variations in market interest rates. Price risk is the risk that the
value of a financial instrument varies as a result of changes in
market prices. Credit risk (counterparty risk) is the risk that the
counterparty in a transaction is unable to meet its obligations,
resulting in losses for the company. Liquidity risk (financing risk)
is the risk at the company is unable to finance its own undertakings. Cash flow risk is the risk that the group’s cash flow varies
as a consequence of changes in market interest rates and as a
result of fluctuations in the value of currencies.

In March 2015 the board entered into an engagement agreement with the financial institution Corpia AB in Stockholm,
concerning a debenture bond of up to SEK 10 million.
At the time this annual financial report was submitted Corpia
AB had yet to close the debenture bond and the plan is to close
it at the end of June 2015. The debenture bond is an important
element in the ongoing financing of the company. If the bond
is not closed in a satisfactory manner the board will have to set
out alternative plans for financing. The board has had cause to
draw up an investment memorandum in the event that a new
issue may be carried out if there are not sufficient subscribers
to Corpia’s engagement agreement concerning the debenture
bond.

Foreign exchange risks

Revenue from the shipping and oil and gas activities is largely in
USD, while much of the company’s remaining income and costs
are in Swedish kronor (SEK). Exchange rate fluctuations and
the uncertainty of future exchange rates mean that changes to
exchange rates may significantly affect the company’s declared
earning capacity.

This will be financed with the help of newly-issued shares and
will go ahead provided that a planned extra annual general meeting in the middle of July approves the issuing of shares etc.
If the acquisition is completed it is expected that Caucasus Oil
will be profitable in the current financial year. For further details
see the press release of 8/6/2015.

Elements of uncertainty

Besides sector-specific risks, other, more general elements of
uncertainty must be taken into account, such as prospects for
economic growth, competition, developments in technology
and the market, material costs, suppliers, customers, business
acquisitions, qualified personnel, legislation and regulation, intellectual property rights, future capital requirements and share
market risk. The risks listed above constitute a broad range of
risks and elements of uncertainty which are of significance for
Caucasus Oil’s business activities or investment in Caucasus
Oil’s stock.

Operational risks

All enterprise and ownership has associated risks. Caucasus
Oil’s business operations present great opportunities, but also
entail significant risks. The company’s business operations
must be evaluated against the background of the risks, costs
and difficulties which the company and its activities in the fields
of gas and oil extraction and sale of fuels frequently face. The
risks of such business activities are primarily connected with
transportation, results and costs of prospecting and extraction,
together with developments in prices on the gas and oil markets, but also relate to questions concerning the circumstances
of investigation, extraction, placement of filling stations and
the environment. It should be noted that the group is still in an
early phase of its business activities. Furthermore the group is a
relatively small organisation and is to a large extent dependent
upon a number of key figures.

Sensitivity analysis

The company’s future earning capacity is to a certain extent
also bound up with whether the projects we participate in have
success in finding gas and oil. The possibility of exploiting these
projects depends upon what deposits are found and in what quantity. Developments in the price of gas and oil also influences
the willingness of the operations in question to engage in prospecting activities and can in this way also influence Caucasus
Oil’s earning capacity.
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The board

The board of Caucasus Oil consists of Ulrich Andersson, executive chairman of the board, Bertil Wilhelmsson, executive director, Bengt
Grafström, board member, and Lars-Olof Ericsson, board member.
The board of Caucasus Oil has held five minuted meetings this year, as well as a large number of work meetings.
The company does not conform to the Swedish Code of Corporate Governance (Koden) due to the fact that the company’s shares
have not been listed for trading on a regulated market. A consequence of this is that the company has no nominating committee or
audit and remuneration committee. Questions regarding the company’s auditing and remuneration systems will be fielded by the board
collectively.

Ownership structure

Caucasus Oil had 797 shareholders at the turn of the year 2014/2015, compared with 752 shareholders at the turn of the year
2013/2014.
1845 (827) decisions have been taken in 2014 and 9,797,158 (4,772,907) shares were traded to a total value of SEK 5,693,016
(1,875,917).
The average share price was approx. SEK 0.58 (0.39).
At the close of the period Caucasus Oil had a total of 12,910,298 outstanding shares, of which the largest shareholder is Ulrich
Andersson and co. with a total of 1,384,810 shares, which corresponds to 11% of the votes and capital.

Board member’s share holdings

Proposal for disposal of the company’s profits and losses
The following amount is at the disposal of the annual general meeting:

(EUR)

The board and the executive director propose that the annual result be deducted against the share premium and that
the remaining share premium, amounting to SEK 1,268,857, be carried over to the following account.

With respect to the company’s result and general situation, please refer to the following result and balance account
and the accompanying notes.
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Revenue account
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Balance account
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Balance account
continued from previous page
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Cash flow analysis
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Notes

Amounts are in EUR unless otherwise stated

NOTE 1
General auditing principles

The recoverable value is the asset’s highest real value with a
deduction for the cost of sale and value-in-use. When calculating
an asset’s value-in-use the current value of the future cash flow
which the asset is expected to generate in ongoing operations is
calculated, together with its sale and scrap value. The discount
rate used is pre-tax and reflects the market’s evaluation of
currency over time and the risks to which the asset is subject.
An earlier write-off will only be reversed if the basis for the calculation of the asset’s recoverable value at the time of its most
recent write-off has changed in the intervening period.

This annual financial statement has been prepared in accordance with the Swedish Annual Accounts Act and the Swedish
Accounting Standards Board’s general guideline BFNAR 2012:1
Auditing of annual financial statements and consolidated accounts (K3). The transition to K3 has not entailed any changes to
evaluation or presentation of the annual financial statement for
2013 or 2014.

Principles of evaluation etc.

Foreign currency

Assets, write-offs and debts have been evaluated on the basis of
their acquisition value unless otherwise stated below.

Postings in foreign currencies
Monetary postings in foreign currencies are converted at the
exchange rate on the balancing date. Non-monetary postings
are not converted but rather audited at the exchange rate which
pertained at the time of acquisition.

Material capital assets

Material capital assets have been audited at their acquisition
value minus accumulated write-offs and write-downs. Besides
the purchase price, the acquisition value consists of expenses
which relate directly to the acquisition.

Financial assets and debts

Financial assets and debts are audited in accordance with
chapter 11 (Financial instruments valued on the basis of their
acquisition value) of BFNAR 2012:1.

Write-offs

Writing-off happens linearly across the expected useful life of
the asset since it reflects the expected depletion of the asset’s
future economic benefits.

Tax

Tax on the annual result in the revenue account consists of
current tax and deferred tax. Current tax is income tax for the
current financial year relating to taxable earnings for the current
year and income tax for that part of the preceding financial year
which is yet to be audited. Deferred tax is income tax on taxable
earnings relating to coming financial years deriving from earlier
transactions or events.

Wells which are not in operation are not written-off. Writing-off is
audited as an expense in the revenue account.
Useful life of material capital assets
Oil and gas wells: 			

20 years

The company has no leasing expenses.

Income

The inflow of economic benefits received by the company or
will receive for their own account is audited as income. Income
is valued at the actual value received or which will be received,
with deductions for discounts.

Write-downs – material and immaterial capital
assets and holdings in affiliated companies

On each balancing day an evaluation is made of whether there
exists any indication that the value of a given asset is lower than
its audited value. If this is the case, the recoverable value of the
asset in question is calculated.

Production income from oil and gas wells are audited on the
basis of setting-off.
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Result per share

Result per share is calculated by dividing the result for the period by weighted average number of shares for the period.

The company purchases management services via a management agreement with Ulrich & Co. AB, EUR 15,76 (EUR 48,55).

Deferred tax assets related to temporary differences and loss carryforwards are only recognized to the extent that it is probable that
they will be utilized. Deferred tax is not recognized on loss carryforwards because its realization is difficult to assess.
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Specification of Parent Company’s holdings of shares in Group companies
The ownership of capital, which also corresponds to the proportion of votes for the total number of shares.

NOTE 8

Transactions with personal relations
The consultancy contract with Ulrich & Co, which is detailed in the note ”Employees and personnel expenses”, includes expenses for
local personnel active in the company. Grafström Media HB assists with elements of the company’s media communication, salaried at
SEK 0 (SEK 11). There are no other transactions with personal relations.

The above items have been classified as cash and cash equivalents on the basis that:
- They have an insignificant risk of changes in value.
- They can be easily converted to cash.
- They have a maturity of 3 months from the date of acquisition.
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NOTE 11

Information concerning the group
Caucasus Oil is the parent company of SweTex Oil & Gas Inc. Since the subsidiary is not engaged in business activities no consolidated
accounts have been submitted, which is in accordance with chapter 7, section 5 of ’Auditing of annual financial statements and consolidated accounts’, since the subsidiary has only putative significance as regards the requirement to present an accurate financial picture
of the company’s economic situation.
The agreement signed with operators in the USA was signed with SweTex Oil & Gas Inc. but is audited in the statement of the Swedish
parent company. This is due to the fact that an agreement was entered into between the American subsidiary and the Swedish parent
company that the former’s revenue will accrue to Caucasus Oil AB (publ.).
No other transactions have been made by the subsidiary in the current financial year.

NOTE 12

Terminology
Solidity: Total own capital / Total assets.
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Signatures
Concerning the signatures of the board and the auditor
The annual financial statement and the consolidated account have been undersigned by the board
and the auditor. The company has however opted not to include the signatures in this version of
the document.
Caucasus Oil AB (publ.)
Vimmerby, 15th June 2015

Ulrich Andersson 					Bertil Wilhelmsson
Chairman of the Board 				
Executive director

Bengt Grafström 					Lars-Olof Ericsson
Board member 					Board member

Our auditor’s report was deliverd on the
15 juni 2015 and deviates from the standard formula.
Ernst & Young AB

Joakim Falck
Certified auditor
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Auditor’s report

FAO the annual general meeting of Caucasus Oil AB (publ.), business registration no. 556756-4611

Report concerning the annual financial statement

While this has no bearing upon our statement above, we would
like to note that the board and the executive director submitted
information in the administration report concerning the company’s
continued operations and financing. As is clear from this account
there are a number of elements of uncertainty concerning the financing of the company, which suggests that there may exist a
particular element of uncertainty which raises grave doubt about
the company’s ability to continue operations.

We have carried out an audit of the annual financial statement of
Caucasus Oil AB (publ.) for the 2014 financial year. The company’s
annual financial statement is included in the printed version of this
document on pages 7-18

The board and the executive director’s responsibility for the annual
financial statement and consolidated account

Report concerning other requirements in accordance
with legislation and other statutes.

It is the board and the executive director’s responsibility to prepare
an annual financial statement which presents an accurate picture in accordance with the Swedish Annual Accounts Act, and to
implement such internal checks as the board and the executive
director deem necessary in order to arrive at an annual financial
statement which does not contain fundamental errors, whether
these are due to irregularities or errors.

Besides our audit of the annual financial statement we have also
carried out an audit of the proposal for disposal the company’s
profits and losses, and the board and the executive director’s administration of Caucasus Oil AB (publ.) in the year 2014.

The Board and the CEO’s responsibility

The responsibility of the auditor

The Board is responsible for the proposed allocation of the company’s profit or loss, and the Board of Directors and the CEO are
responsible for administration under the Companies Act.

Our responsibility is to submit a statement concerning the annual
financial statement on the basis of our audit. We have carried out
an audit in accordance with International Standards on Auditing
and good auditing practice in Sweden. These standards require us
to follow the code of professional ethics as well as to plan and
carry out the audit in order to establish with a satisfactory degree
of certainty that the annual financial statement does not contain
any fundamental errors.

The responsibility of the auditor
Our responsibility is to submit a statement concerning the proposal for disposal of profits with respect to the company’s profits
and losses and on their administration on the basis of our audit.
We have carried out our audit in accordance with good auditing
practice in Sweden.

An audit entails that the auditor, by various means, gathers evidence for the amounts stated and other information in the annual financial statement. It is at the auditor’s discretion which measures
he or she implements, based upon amongst other considerations
an evaluation of the risk of fundamental errors in the annual financial statement, whether these are due to irregularities or errors. In
making this risk assessment the auditor takes into consideration
those elements of the company’s internal checks procedure which
are of relevance for how the company goes about preparing its
annual financial statement so as to give an accurate picture, with
the aim of formulating an auditing method which is suited to the
task at hand, but without passing judgement on the effectiveness
of the company’s internal checks procedure. An audit also entails
an evaluation of the suitability of the auditing principles applied
and the equitableness of the board and the executive director’s
estimates in the financial statement, and likewise a evaluation of
the overall presentation of the annual financial statement.

As a basis for our statement concerning the proposal of the annual
general meeting concerning the disposal of the company’s profits
and losses we have investigated whether the proposal is in accordance with the Swedish Companies Act.
As a basis for our statement concerning freedom from liability we
have, besides our audit of the annual financial statement, investigated key decisions, measures and circumstances within the company in order to be able to evaluate whether any board member
or executive director has a liability towards the company. We have
also investigated whether any board member or executive director
has in any other way acted in contravention of the Swedish Companies Act, the Swedish Annual Accounts Act or the Swedish Corporation Charter.
We consider that the auditing evidence we have gathered is sufficient and suitable as a basis for our statement.

We consider that the auditing evidence which we have collected is
sufficient and suitable as a basis for our statement.

Statement

Statement

We recommend that the annual general meeting disposes of the
profit in accordance with the proposal put forward in the administration report.

In our opinion the annual financial statement has been prepared in
accordance with the Swedish Annual Accounts Act and presents
in all essential respects an accurate picture of Caucasus Oil’s financial situation as of 31st December 2014 and of its financial result
and cash flow for the financial year in accordance with the Swedish
Annual Accounts Act. The administration report is in agreement
with the remaining parts of the annual financial statement.

We recommend that the annual general meeting grant’s the members of the board and the executive director freedom from liability
for the financial year.
Jönköping 15th June 2015
Ernst & Young AB

We therefore recommend that the annual general meeting approve the revenue account and balance account.

Joakim Falck
Certified Auditor

Information of particular significance
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