


























Notes to the Financial Statements for the year ended 30 June 2008

NOTE 5 DIRECTORS’ AND EXECUTIVES’ REMUNERATION (continued)

(b) Share holdings of Key Management Personnel

Directors

Ron Prefontaine
Nicholas Mather
Stephen Bizzell
Senior Management
Peter Bubendorfer
Keith Martens

Peter O’Neill
Duncan Cornish

Total

Directors

Ron Prefontaine
Nicholas Mather
Stephen Bizzell
Senior Management
Peter Bubendorfer
Keith Martens

Peter O’'Neill
Duncan Cornish

Total

(c) Option holdings of Key Management Personnel

Directors

Ron Prefontaine
Nicholas Mather
Stephen Bizzell
Senior Management
Peter Bubendorfer
Keith Martens

Peter O’'Neill

Duncan Cornish

Total

Balance
1 July 2007

Balance
1 July 2007

6,159,121
600,583
1,869,457

36,741
350,000
350,000
180,152

9,546,054

Balance
1 July 2006

5,050,606
600,583
1,778,548

36,741
350,000
133,000

7,949,478

Granted as

833,566
270,291
676,774

3,219
3,000,000
3,000,000

756,500
8,540,350
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Remuneration

Granted as
Remuneration

On Exercise of
Options

- 833,566
- 61,755

- 866,667

- 256,500
- 2,018,488

Granted as On Exercise of
Remuneration Options
350,000 -
350,000 -
Options Net Change Balance
Exercised Other 30 June 2008
(833,566) - -
(61,755) (208,536) -
- (676,774) -
- (3,219) -
(866,667) (999,999) 1,133,334
- (1,666,666) 1,333,334
(256,500) - 500,000
(2,018,488) (3,555,194) 2,966,668

Net Change Balance
Other 30 June 2008
230,000 7,222,687
305,844 968,182
40,000 1,909,457
- 36,741
(1,016,667) 200,000
- 350,000
360,000 796,652
(80,823) 11,483,730
Net Change Balance
Other 30 June 2007
1,108,515 6,159,121
- 600,583
90,909 1,869,457
- 36,741
- 350,000
- 350,000
47,152 180,152
1,246,576 9,546,054
Total Total Total
Vested Exercisable Unexercisable
1,133,334 1,133,334 -
1,333,334 1,333,334 -
500,000 500,000 -
2,966,668 2,966,668 -



Notes to the Financial Statements for the year ended 30 June 2008

NOTE5 DIRECTORS’ AND EXECUTIVES’ REMUNERATION (continued)

Balance Granted as

1 July 2006 Remuneration

Directors

Ron Prefontaine 428,566
Nicholas Mather 270,291
Stephen Bizzell 676,774

Senior Management

Peter Bubendorfer 3,219
Keith Martens 3,000,000
Peter O’Neill 3,000,000
Duncan Cornish 756,500
Total 8,135,350

(d) Loans to Key Management Personnel

Options
Exercised

There were no loans to Key Management Personnel during the year.

(e) Other transactions to Key Management Personnel

Net Change Balance
Other 30 June 2007

405,000 833,566
- 270,291
- 676,774

- 3,219
- 3,000,000
- 3,000,000
- 756,500
405,000 8,540,350

Total
Vested

833,566
270,291
676,774

3,219
2,000,001
2,000,001

506,500
6,290,352

Total
Exercisable

833,566
270,291
676,774

3,219
2,000,001
2,000,001

506,500
6,290,352

Total
Unexercisable

999,999
999,999
250,000
2,249,998

Other transactions with Key Management Personnel are set out in Note 29. There were no other transactions or balances with Key

Management Personnel during the year.

NOTE 6 AUDITORS’ REMUNERATION

Remuneration for the auditor of the parent
entity for:

- auditing or reviewing the financial report
of any entity in the group

- taxation services

NOTE 7 DIVIDENDS & FRANKING CREDITS

Economic Entity

2008
$

34,946

8,555
43,501

2007
$

46,620

3,760
50,380

There were no dividends paid or recommended during the financial year.

There were no franking credits available to the shareholders of the Company.

NOTE 8 EARNINGS PER SHARE

(a) Reconciliation of Earnings to Profit or Loss
Loss
Earnings used to calculate basic and dilutive EPS

(b) Weighted average number of ordinary
shares outstanding during the year
Weighted average number of options
outstanding

Weighted average number of ordinary
shares outstanding during the year used in
calculating dilutive EPS

(671,747)
(671,747)

2008
Number

125,355,700

125,355,700

(859,096)
(859,096)

2007
Number

96,025,485

96,025,485

Parent Entity

2008
$

34,946

8,555
43,501

2007

$

46,620

3,760
50,380
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Economic Entity Parent Entity
2008 2007 2008 2007
S $ S $
NOTE9 CASH AND CASH EQUIVALENTS
Cash on hand and at bank 1,686,896 788,287 1,362,603 457,893
Cash on deposit 6,838,168 1,079,018 6,838,168 1,079,018
8,525,064 1,867,305 8,200,771 1,536,911

The effective interest rate on short-term bank deposits was 7% (2007: 5%); these deposits have an average maturity of 30 days.

Reconciliation of cash

Cash at the end of the financial year as shown in the statement of cash flows is reconciled to items in the balance sheet as
follows:

Cash and cash equivalents 8,525,064 1,867,305 8,200,771 1,536,911

NOTE 10 TRADE & OTHER RECEIVABLES

Current

Trade receivables - 16,752 - 16,752

GST receivable 114,256 23,830 114,256 23,830

Other receivables 709,030 132,964 537,767 131,963
823,286 173,546 652,023 172,545

Non-Current

Amounts receivable from:

- wholly-owned subsidiaries - - 1,737,564 1,261,365

- - 1,737,564 1,261,365

All receivables that are neither past due or impaired are with long standing clients who have a good credit history with the
entity.

No receivables balances are past due or impaired at year end.
NOTE 11 INVENTORIES

Current
At cost 319,676 353,057 319,676 353,057

NOTE 12 JOINT VENTURES

The economic entity has a 10% interest in a joint venture arrangement for TP 19. The other party to the joint venture is Strike
Qil Ltd (90%). The expenditure commitment for this joint venture over the next 5 years is nil.

The economic entity has a 10% interest in a joint venture arrangement for WA 261P. The other parties to the joint venture are
Apache Energy Ltd (45.1283%), Strike Oil Ltd (16.2179%), Sun Resources (6.1538%), Victoria Petroleum NL (12.5%) and Tap Oil
(10%). The expenditure commitment for this joint venture over the next 5 years is $5,300,000 the economic entity’s share of
which has been appropriately recognised in Note 23 Capital and Leasing Commitments.

The economic entity has an 11.21% interest in a joint venture arrangement for EP 325. The other parties to the joint venture
are Strike Oil Ltd (44.5%), Advent Energy (8.29%) and Victoria Petroleum NL (36%). The expenditure commitment for this joint
venture over the next 5 years is $3,500,000, the economic entity’s share of which has been appropriately recognised in Note
23 Capital and Leasing Commitments.

The economic entity has a 10% interest in a joint venture arrangement for EP 421. The other party to the joint venture is Strike
Qil Ltd (90%). The expenditure commitment for this joint venture over the next 5 years is nil.

The economic entity has a 70% interest (non-CSG rights only) in a joint venture arrangement for ATP 574P. The other party to
the joint venture is Victoria Petroleum NL (30%). The expenditure commitment for this joint venture over the next 5 years is
$18,000, the economic entity’s share of which has been appropriately recognised in Note 23 Capital and Leasing Commitments.

The economic entity has a 76% interest in a joint venture arrangement for ATP 593P. The other party to the joint venture is

Victoria Petroleum NL (24%). The expenditure commitment for this joint venture over the next 5 years is $1,180,000, the
economic entity’s share of which has been appropriately recognised in Note 23 Capital and Leasing Commitments.

42 |BOW ENERGY LIMITED Annual Report 2008



Notes to the Financial Statements for the year ended 30 June 2008

NOTE 12 JOINT VENTURES (continued)

The economic entity has a 64.935% interest (Bow 4.5% and Seqoil 60.435%) in a joint venture arrangement for ATP 608P
(Rookwood Block). The other parties to the joint venture are Victoria Petroleum NL (29.69%) and Selectium Trust (5.375%).
The economic entity also has a 70.625% interest (Bow 22.5% and Seqoil 48.125%) in a joint venture arrangement for ATP 608P
(Remainder Block). The other parties to the joint venture are Victoria Petroleum NL (24%) and Selectium Trust (5.375%). The
total expenditure commitment for both joint ventures over the next 5 years is $900,000, the economic entity’s share of which
has been appropriately recognised in Note 23 Capital and Leasing Commitments.

The economic entity has a 50% interest in a joint venture arrangement for ATP 677P. The other party to the joint venture is
Challenge Resources Pty Ltd (50%). The expenditure commitment for this joint venture over the next 5 years is $1,200,000, the
economic entity’s share of which has been appropriately recognised in Note 23 Capital and Leasing Commitments.

The economic entity has a 20% interest in a joint venture arrangement for ATP 736P. The other party to the joint venture is
Victoria Petroleum NL (80%). This tenement is under application and at 30 June 2008 and at the date of this report had not
been granted. Therefore there is currently no expenditure commitment for this joint venture.

The economic entity has a 20% interest in a joint venture arrangement for ATP 737P. The other party to the joint venture is
Victoria Petroleum NL (80%). This tenement is under application and at 30 June 2008 and at the date of this report had not
been granted. Therefore there is currently no expenditure commitment for this joint venture.

The economic entity has a 20% interest in a joint venture arrangement for ATP 738P. The other party to the joint venture is
Victoria Petroleum NL (80%). This tenement is under application and at 30 June 2008 and at the date of this report had not
been granted. Therefore there is currently no expenditure commitment for this joint venture.

The economic entity has a 25% interest in a joint venture arrangement for ATP 752P. The other parties to the joint venture are
Victoria Petroleum NL (25%) and Avery Resources (Australia) Pty Ltd (50%). The economic entity’s share of the expenditure
commitment for this joint venture over the next 5 years is being met through farm-out.

The economic entity has a 55% interest in a joint venture arrangement for ATP 771P. The other party to the joint venture is
Victoria Petroleum NL (35%). The expenditure commitment for this joint venture over the next 5 years is nil.

The economic entity has a 65% interest in a joint venture arrangement for ATP 794P. The other party to the joint venture is
Victoria Petroleum NL (35%). The expenditure commitment for this joint venture over the next 5 years is $2,500,000, the
economic entity’s share of which has been appropriately recognised in Note 23 Capital and Leasing Commitments. Bow’s share
of the expenditure commitment however, is conditional on farm-out.

The economic entity has an 85% interest in a joint venture arrangement for ATP 805P. The other party to the joint venture is
Victoria Petroleum NL (15%). The expenditure commitment for this joint venture over the next 5 years is $270,000, the
economic entity’s share of which has been appropriately recognised in Note 23 Capital and Leasing Commitments.

The economic entity has a 25% interest in a joint venture arrangement for PL 15. The other party to the joint venture is Mosaic
Oil NL (75%). The expenditure commitment for this joint venture over the next 5 years is nil.

Economic Entity Parent Entity
2008 2007 2008 2007
S $ $ $
NOTE 13 FINANCIAL ASSETS
Current
Zirla(\)r;iial assets at fair value through profit 312,469 i 312,469 )
Financial assets at fair value through profit
or loss comprise:
Listed investments, at fair value
- shares in listed corporations 312,469 - 312,469 -
Non-Current
Investment in controlled entities, at cost - - 4,501,697 3,250,447

Financial assets at fair value through profit or loss comprise an investment in the ordinary issued capital of Roma Petroleum NL,
listed on the ASX.
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NOTE 14 CONTROLLED ENTITIES

Country of Incorporation

(a) Controlled entities consolidated
Parent entity:

Bow Energy Ltd Australia

Subsidiaries of Bow Energy Ltd:

Bow Operations Pty Ltd Australia
Ocellaris Oil Pty Ltd Australia
Seqoil Pty Ltd Australia
Roma CBM Pty Ltd Australia

* percentage of voting power is in proportion to ownership

(b) Acquisition of controlled entities

Percentage Owned (%)*

2008

100%
100%
100%
100%

2007

100%
100%
100%

On 21 May 2008, Bow Energy Ltd acquired 100% of the equity in Roma CBM Pty Ltd in consideration for the issue of 3,250,000
ordinary Bow Energy shares. The ordinary shares were issued at 38.5 cents each giving a total consideration of $1,251,250.

Economic Entity

2008 2007
$ S
NOTE 15 PLANT & EQUIPMENT
Plant and equipment
At cost 47,634 47,634
Accumulated depreciation (6,318) (3,677)
41,316 43,957
Computers and office equipment
At cost 105,182 157,389
Accumulated depreciation (43,675) (52,748)
61,507 104,641
Furniture and fittings
At cost 4,835 1,035
Accumulated depreciation (422) (14)
4,413 1,021
Total plant and equipment 107,236 149,619
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Parent Entity

2008
$

47,634
(6,318)
41,316

105,182
(43,675)
61,507

4,835
(422)
4,413
107,236

2007
$

47,634
(3,677)
43,957

157,389
(52,748)
104,641

1,035
(14)
1,021
149,619
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NOTE 15 PLANT & EQUIPMENT (continued)

(a) Movements in carrying amounts

Computers

Pla.n tand and office Furn.ltt.xre Total
equipment 3 and fittings
equipment
$ $ $ $
Economic Entity:
Balance at the beginning of the year 43,957 104,641 1,021 149,619
Additions - 16,447 3,800 20,247
Disposals - (32,391) - (32,391)
Depreciation expense (2,641) (27,190) (408) (30,239)
Carrying amount at the end of the year 41,316 61,507 4,413 107,236
Parent Entity:
Balance at the beginning of the year 43,957 104,641 1,021 149,619
Additions - 16,447 3,800 20,247
Disposals - (32,391) - (32,391)
Depreciation expense (2,641) (27,190) (408) (30,239)
Carrying amount at the end of the year 41,316 61,507 4,413 107,236
Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $

NOTE 16 OTHER ASSETS
Current
Prepayments 58,639 39,222 58,639 39,222
Non-Current
Security deposits 466,712 311,083 376,635 230,505
Capitalised acquisition costs 2,790 2,790 2,790 2,790

469,502 313,873 379,425 233,295
NOTE 17 EXPLORATION AND EVALUATION EXPENDITURE
Non-Current
Exploration and evaluation expenditure
capitalised
- exploration and evaluation phases 14,738,313 11,885,945 8,381,595 7,354,539

Recoverability of the carrying amount of exploration assets is dependent on the successful exploration and extraction of oil
and/or gas.

(a) Movements in carrying amounts

Balance at the beginning of the year 11,885,945 6,071,413 7,354,539 5,604,623
Additions 3,598,565 6,346,238 1,773,253 2,281,622
Written-off (746,197) (531,706) (746,197) (531,706)
Carrying amount at the end of the year 14,738,313 11,885,945 8,381,595 7,354,539
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NOTE 18 TRADE AND OTHER PAYABLES

Current

Trade payables 586,125 116,165 585,913 116,165

Sundry payables and accrued expenses 186,537 142,022 186,537 142,022
772,662 258,187 772,450 258,187

NOTE 19 PROVISIONS

Provision for restoration 125,000 125,000 - -

Economic Entity:

Opening balance at 1 July 2007 125,000 125,000
Movement in provision - -
Balance at 30 June 2008 125,000 125,000
Parent Entity:

Opening balance at 1 July 2007 - -

Movement in provision - -

Balance at 30 June 2008 - -

A provision has been recognised for the restoration of the Rookwood oil field in permit ATP 608P.
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NOTE 20 ISSUED CAPITAL

151,247,388 fully paid ordinary shares

(2007: 107,747,770)

Share issue costs

(a) Ordinary shares

At the beginning of the year
Shares issued during the year
11 September 2006 (1)

7 November 2006 (2)

29 November 2006 (3)

22 January 2007 (4)

- 10 October 2007 (5)

3 December 2007 (6)

6 December 2007 (7)

12 December 2007 (8)

13 December 2007 (9)

- 7 January 2008 (10)

16 January 2008 (11)

17 January 2008 (12)
11 April 2008 (13)
20 May 2008 (14)
- 21 May 2008 (15)
10 June 2008 (16)
13 June 2008 (17)

At reporting date

Economic Entity

2008 2007
$ $
25,902,233 14,920,592
(1,113,439) (836,531)
24,788,794 14,084,061

Economic Entity

2008 2007

Number Number
107,747,770 74,117,437
- 6,647,000
- 13,333,333
- 13,300,000
- 350,000
525 -
4,000 -
5,000 -
800 -
16,000,000 -
1,000 -
13,820,000 -
10,000 -
9,081,626 -
966,667 -
3,250,000 -
200,000 -
160,000 -
151,247,388 107,747,770

Parent Entity

2008 2007
$ $
25,902,233 14,920,592
(1,113,439) (836,531)
24,788,794 14,084,061

Parent Entity

2008 2007

Number Number
107,747,770 74,117,437
- 6,647,000
- 13,333,333
- 13,300,000
- 350,000
525 -
4,000 -
5,000 -
800 -
16,000,000 -
1,000 -
13,820,000 -
10,000 -
9,081,626 -
966,667 -
3,250,000 -
200,000 -
160,000 -
151,247,388 107,747,770

(1) On 11 September 2006, a capital raising of $1,462,340 was completed through the placement of 6,647,000 ordinary shares
and 3,323,500 listed options to institutional and sophisticated investors. The options were issued on 1 December 2006.

(2) On 7 November 2006 the Company issued 13,300,000 shares and 13,300,000 unlisted options to Oilex Ltd in consideration
for the issued capital in Seqoil Pty Ltd and its other Queensland assets.

(3) On 29 November 2006 the Company issued 13,333,333 to shareholders and underwriters who subscribed for shares under a

Share Purchase Plan.

(4) On 22 January 2007, 350,000 ordinary shares were issued to an executive of the Company as remuneration.

(5) On 10 October 2007, 525 $0.20 options expiring 31 March 2008 were exercised into ordinary shares.
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NOTE 20 ISSUED CAPITAL (continued)

(a) Ordinary shares (continued)

(6) On 3 December 2007, 4,000 $0.20 options expiring 31 March 2008 were exercised into ordinary shares.
(7) On 6 December 2007, 5,000 $0.20 options expiring 31 March 2008 were exercised into ordinary shares.
(8) On 12 December 2007, 800 $0.20 options expiring 31 March 2008 were exercised into ordinary shares.
(9) On 13 December 2007 the Company issued 16,000,000 shares to institutional and sophisticated investors.
(10) On 7 January 2008, 1,000 $0.20 options expiring 31 March 2008 were exercised into ordinary shares.

(11) On 16 January 2008 the Company issued 13,820,000 to shareholders and underwriters who subscribed for shares under a
Share Purchase Plan.

(12) On 17 January 2008, 10,000 $0.20 options expiring 31 March 2008 were exercised into ordinary shares.

(13) On 11 April 2008, 9,081,626 $0.20 options expiring 31 March 2008 were exercised into ordinary shares.

(14) On 20 May 2008, 966,667 $0.30 unlisted options expiring 20 May 2008 were exercised into ordinary shares.

(15) On 21 May 2008, 3,250,000 ordinary shares were issued in consideration for 100% of the equity in Roma CBM Pty Ltd.
(16) On 10 June 2008, 200,000 $0.40 unlisted options expiring 20 May 2009 were exercised into ordinary shares.

(17) On 13 June 2008, 160,000 ordinary shares were issued in consideration for an additional 4.5% interest in the Rookwood
Block and an addition 2% interest in the Remainder Block of ATP608P.

Ordinary shares participate in dividends and the proceeds on winding up of the Company in proportion to the number of shares
held. At shareholders meetings each ordinary share is entitled to one vote when a poll is called, otherwise each shareholder has
one vote on a show of hands.

(b) Options

(i) For information relating to the Bow Energy Ltd employee option plan, including details of options issued, exercised and
lapsed during the financial year and the options outstanding at year-end, refer to Note 27.

(c) Capital Risk Management

Management controls the capital of the Company in order to provide capital growth to shareholders and ensure the Company
can fund its operations and continue as a going concern.

The Company’s capital includes ordinary share capital.
There are no externally imposed capital requirements.

Management effectively manages the Company’s capital by assessing the Company’s financial risks and adjusting its capital
structure in response to changes in these risks and the market. These responses include the management share issues.

There have been no changes in the strategy adopted by management to control the capital of the Company since the prior year.
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Economic Entity Parent Entity
2008 2007 2008
$ $ $
NOTE 21 RESERVES
(a) Option reserve
Option Reserve — capital raising 337,463 337,463 337,463
Option Reserve — employee share options 374,370 350,213 374,370
Option Reserve — assets acquisition 1,026,919 1,026,919 1,026,919
1,738,752 1,714,595 1,738,752

The option reserve (capital raising) records the value of options issued as part of capital raisings.

2007

337,463
350,213
1,026,919
1,714,595

The option reserve (employee share options) records items recognised as expenses on valuation of employee share options.

The option reserve (assets acquisition) records the value of options issued to acquire exploration assets and shares in controlled

entities.

NOTE 22 ACCUMULATED LOSSES

Accumulated losses attributable to
members of Bow Energy Ltd at (1,399,276)
beginning of the financial period

Losses from ordinary activities after

) (671,747)
income tax

Accumulated losses attributable to
members of Bow Energy Ltd at the end (2,071,023)
of the financial period

NOTE 23 CAPITAL AND LEASING COMMITMENTS

(a) Operating lease commitments

(540,180) (1,705,843)
(859,096) (943,058)
(1,399,276) (2,648,901)

Non-cancellable operating leases contracted for but not capitalised in the financial statements.

Payable — minimum lease payments

- not later than 12 months 93,926

- between 12 months and 5 years 184,204

- greater than 5 years -
278,130

(b) Future Exploration

- 93,926
- 184,204

- 278,130

(568,779)

(1,137,064)

(1,705,843)

The Company has certain obligations to expend minimum amounts on exploration in tenement areas. These obligations may be
varied from time to time and are expected to be fulfilled in the normal course of operations of the Company.

The commitments to be undertaken are as follows:

Payable
- not later than 12 months 1,039,320
- between 12 months and 5 years 8,172,548

- greater than 5 years -

9,211,868

1,430,068 903,824
8,962,348 5,285,450
600,000 -
10,992,416 6,189,274

1,399,850
6,668,650

600,000
8,668,500

To keep tenements in good standing, work programs should meet certain minimum expenditure requirements. If the minimum
expenditure requirements are not met, the Company has the option to negotiate new terms or relinquish the tenements. The
Company also has the ability to meet expenditure requirements by joint venture or farm-in agreements.

(c) Joint ventures

Commitments arising from interest in joint ventures are included in future exploration.
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NOTE 24 CONTINGENT LIABILITIES AND CONTINGENT ASSETS

(a) Contingent liabilities
Native Title

In the Annual Report for 30 June 2007, it was noted that certain tenements (ATP’s 736P, 737P and 738P) to which Bow Energy
Ltd has an interest in had received native title claims. The position regarding the likely success, and impact on Bow Energy’s
operations, of these tenements are unknown at balance date. It is management’s intention to continue to work through these
matters.

(b) The directors are not aware of any other significant contingent liabilities or contingent assets at the date of this report.

NOTE 25 SEGMENT REPORTING

The Company operates predominantly in one business and geographical segment being in the petroleum industry in Australia.
No revenue from this activity has been earned to date as the Company is still in the exploration and evaluation stage.

Economic Entity Parent Entity
2008 2007 2008 2007
S S $ $

NOTE 26 CASH FLOW INFORMATION

(a) Reconciliation of cash flow from operations with profit/(loss) after income tax
Profit/(loss) after income tax (671,747) (859,096) (943,058) (1,137,064)

Non-cash flows in profit after income tax:

Depreciation 30,239 36,874 30,239 36,874
Write back of capitalised expenditure 746,197 531,706 746,197 531,706
Write back of inventory 910 910
Share options expensed 24,157 33,423 24,157 33,423
Revaluation of investment (18,904) - (18,904)

Changes in assets and liabilities net of the
effects of purchase and disposal of
subsidiaries:

- (Increase)/Decrease in trade and term

receivables (373,993) 641,156 (145,034) 652,435
- (Increase)/Decrease in other assets 201 20,139 201 20,139
- Increase/(Decrease) in trade payables (3,481) 14391 (3,692) 14391
and accruals ! ! ! !
Cash flow from operations (266,421) 418,593 (308,985) 151,904

(b) Acquisition of entities

During the year 100% of the controlled entity Roma CBM Pty Ltd was acquired.

Details of this transaction are:

Purchase consideration 1,251,250 2,785,437 1,251,250 2,785,437
Cash consideration - - - -

Assets and liabilities held at acquisition date:

Cash and cash equivalents 320 2 320 2
Trade and other receivables - 1,853,116 - 1,853,116
Provisions - (125,000) - (125,000)
320 1,728,118 320 1,728,118

Exploration expenditure on acquisition 1,250,930 1,057,319 1,250,930 1,057,319
1,251,250 2,785,437 1,251,250 2,785,437
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NOTE 26 CASH FLOW INFORMATION (continued)

(b) Acquisition of entities (continued)

The assets and liabilities arising from the acquisition are recognised at fair value which are equal to their carrying value at
acquisition date.

Losses relating to Roma CBM Pty Ltd amounting to $232 are included in the income statement for the year ended 30 June 2008.
Had the results relating to Roma CBM Pty Ltd been consolidated from 1 July 2007, consolidated revenue would have been
$885,832 and consolidated profit $81,263 for the year ended 30 June 2008.

(c) Non-cash financing and investing activities
(i) Share issues

On 21 May 2008, Bow Energy Ltd acquired 100% of the equity in Roma CBM Pty Ltd in consideration for the issue of 3,250,000
ordinary Bow Energy shares. The ordinary shares were issued at 38.5 cents each giving a total consideration of $1,251,250.

NOTE 27 SHARE-BASED PAYMENTS
The following share based payment arrangements existed at 30 June 2008.
During the year 150,000 share options were granted to an employee. Each option entitles the holder to take up one ordinary

share in Bow Energy Ltd at an issue price of 30 cents. The options expire 31 March 2010 and will vest 50,000 on 14 February
2008, a further 50,000 on 14 February 2009 and the final 50,000 on 14 February 2010.

Economic Entity Parent Entity
2008 2007 2008 2007
No. of Weighted No. of Weighted No. of Weighted No. of Weighted
options average options average options average options average
exercise exercise exercise exercise
price price price price
$ $ $ $

Outstanding at beginning of year 7,275,000 0.40 7,050,000 0.40 7,275,000 0.40 7,050,000 0.40
Granted 150,000 0.30 225,000 0.40 150,000 0.30 225,000 0.40
Forfeited (2,124,999) 0.40 - (2,124,999) 0.40
Exercised (1,166,667) 0.32 - (1,166,667) 0.32
Expired (750,000) 0.30 - - (750,000) 0.30
Outstanding at year-end 3,383,334 0.45 7,275,000 0.40 3,383,334 0.45 7,275,000 0.40
Exercisable at year-end 3,283,334 0.45 4,850,000 0.40 3,283,334 0.45 4,850,000 0.40

During the year ended 30 June 2008, 966,667 options $0.30 expiring on 20 May 2008 and 200,000 $0.40 options expiring on 20
May 2009 were exercised into ordinary shares.

The options outstanding at 30 June 2008 had a weighted average exercise price of $0.45 and average remained actual life of 1.4
years. Exercise prices range from $0.30 to $0.50 in respect of options outstanding at 30 June 2008.

The weighted average fair value of the options granted during the year was $0.154.

This price was calculated by using a Black Scholes options pricing model applying the following inputs:

Weighted average exercise price $0.30
Weighted average life of the option 2.34 years
Underlying share price $0.28
Expected share price volatility 94.994%
Risk free interest rate 6.25%

Historical volatility has been the basis for determining expected share price volatility as it assumed that this is indicative of
future tender, which may not eventuate. The life of the options is based on the historical exercise patterns, which may not
eventuate in the future.

Included under Employee Benefits Expense in the Income Statement is $24,157 (2007: $33,423), and relates, in full, to equity-
settled share-based payment transactions.
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NOTE 28 EVENTS AFTER BALANCE DATE

On 2 July 2008, the Company announced that it had appointed Mr Paul Lipski as CEO for Petroleum and Mr John de Stefani as
CEO for LNG and Commercial.

On 9 July 2008, the Company announced a Takeover Offer for Roma Petroleum NL (Roma Petroleum) of 5 Bow Energy ordinary
shares for every 7 Roma Petroleum ordinary shares. On 29 July 2008, the Company lodged its Bidder's Statement with ASIC and
served Roma Petroleum. On 15 August 2008, the Company lodged a Replacement Bidder's Statement with ASIC and served a
copy on Roma Petroleum. On 5 September 2008, the Company announced that, following receipt of consent from the
Australian Securities and Investments Commission (ASIC), Bow had withdrawn its takeover bid for Roma Petroleum.

On 22 August 2008, the Company completed the purchase of the Canaway Blocks in ATP 560P, pursuant to an agreement dated
30 July 2008. The total consideration for the purchase was $60,000 (excluding GST) which was paid through the issue of 89,222
ordinary shares and $25,000 cash.

On 19 September 2008, the Company issued a total of 6,510,000 unlisted options to executives and employees of the Company,

details as follows:

e 2,170,000 unlisted options exercisable on or before 1 July 2011 at $0.40. One half (1,085,000) of these options will vest on 1
July 2009 and the second half (1,085,000) will vest on 1 July 2010.

e 2,170,000 unlisted options exercisable on or before 1 July 2012 at $0.75. One half (1,085,000) of these options will vest on 1
July 2010 and the second half (1,085,000) will vest on 1 July 2011.

e 2,170,000 unlisted options exercisable on or before 1 July 2013 at $1.00. One half (1,085,000) of these options will vest on 1
July 2011 and the second half (1,085,000) will vest on 1 July 2012.

On 22 September 2008, the Company announced that the Queensland Department of Mines and Energy had advised that Bow
was the preferred tender for three new blocks in the most recent 2008 land release. The blocks are located within one of the
Australia’s most prolific Coal Seam Gas (CSG) fairways in the Bowen Basin and have a total area of 2,200km2. Bow was the 100%
applicant for all three areas.

There have been no other events since 30 June 2008 that impact upon the financial report as at 30 June 2008.
NOTE 29 RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal commercial terms and conditions no more favourable than those available
to other parties unless otherwise stated.

(a) Parent and ultimate controlling entity

(i) The parent entity and ultimate controlling entity is Bow Energy Ltd which is incorporated in Australia. The names and other
information about subsidiaries are provided in Note 14.

(i) Bow Energy Ltd has advanced interest free loans to its subsidiary, Seqoil Pty Ltd. At balance date $1,456,177 (2007:
$1,189,149) was outstanding.

(iii) Bow Energy Ltd has advanced interest free loans to its subsidiary, Ocellaris Pty Ltd. At balance date $49,371 (2007: $49,159)
was outstanding.

(iv) Bow Energy Ltd has advanced interest free loans to its subsidiary, Roma CBM Pty Ltd. At balance date $232,016 (2007: nil)
was outstanding.

(v) There are no repayment terms in relation the any of the abovementioned loans to subsidiaries.
(b) Transactions with related parties

Bow Energy Ltd has a Conventional Rights Agreement with Arrow Energy Ltd and BNG Pty Ltd, under which Arrow Energy Ltd
and BNG Pty Ltd have assigned 100% of the rights to conventional rights in the “Arrow Tenements” (ATP 746P (Application), ATP
747P (Application)) and the “BNG Tenements” (ATP 644P and PEL 445). Stephen Bizzell (a Director) is a director of Arrow Energy
Ltd and Ron Prefontaine (a Director) was a director of Arrow Energy Ltd until his resignation on 18 November 2005. The
agreement is conditional upon the grant of each of ATP 746P and ATP 747P to the extent the agreement relates to those
tenements and conditional upon the Minister consenting to or approving the agreement, if required.

Whilst Arrow Energy Ltd and BNG Pty Ltd agree to maintain and keep the tenements in good standing, Arrow Energy Ltd and

BNG Pty Ltd have granted Bow Energy Ltd the right to explore for conventional petroleum in accordance with the terms of the
agreement. Bow Energy Ltd is solely responsible for the costs associated with the activities conducted by it.
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NOTE 29 RELATED PARTY TRANSACTIONS (continued)
(b) Transactions with related parties (continued)

In the event that Arrow Energy Ltd or BNG Pty Ltd decide to voluntarily relinquish any part of a tenement in which Bow Energy
Ltd has rights pursuant to this agreement, Bow Energy Ltd has a first right of refusal to those areas. If Arrow Energy Ltd or BNG
Pty Ltd are required to relinquish any part of the tenements pursuant to legislation, the parties will consult on the areas to be
relinquished. If the parties cannot agree to the areas to be relinquished, each party shall nominate 50% of the area to be
relinquished.

Bow Energy Ltd is responsible for costs, rehabilitation and environmental compliance for the areas on which it conducts
activities. Bow will contribute toward the Approved Work Program, securities and rental payments of the tenements. In the
event of a commercial petroleum discovery by Bow Energy Ltd, Bow Energy Ltd will be entitled to make an application for a
petroleum lease (either solely with the consent of the holder or jointly with the holder). Bow Energy Ltd may be required to
enter a deed of assumption pursuant to the royalty agreement in place in relation to ATP 644P.

The holders of the tenements will provide Bow Energy Ltd access to information relevant to Bow Energy Ltd’s operations. No
assignment is able to take place by any of the parties without the consent of the other holders of the relevant tenement. Bow
Energy Ltd must maintain insurances and indemnify the tenement holders for any damage as a result of the activities conducted
by Bow Energy Ltd or a breach of this agreement. The tenement holders also indemnify Bow Energy Ltd for any breach by the
tenement holders of the agreement.

The agreement continues in force until the earlier of the termination pursuant to the terms of the agreement; by mutual
agreement between the parties or 50 years form the commencement of the agreement. If any party fails to perform its
obligations under the agreement, another party may issue a default notice specifying the default and the remedy required. If
the default is not remedied within the time specified, the non-defaulting party may issue a termination notice. Failure to
remedy the default after receipt of a termination notice will then give the non-defaulting party the right to terminate without
prejudice to any other right of action or remedy. If Bow Energy Ltd is the defaulting party, all of Bow Energy Ltd’s interest will
immediately vest in Arrow Energy Ltd or BNG Pty Ltd, as the case may be, and Bow Energy Ltd will not be entitled to any
compensation.

(c) Share and Option transactions of Directors and Director-Related Entities are shown in the Remuneration Report within the
Directors Report and in Note 5 of the Financial Statements.
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NOTE 30 FINANCIAL RISK MANAGEMENT
(a) General objectives, policies and processes

In common with all other businesses, the economic entity is exposed to risks that arise from its use of financial instruments. This
note describes the economic entity’s objectives, policies and processes for managing those risks and the methods used to
measure them. Further quantitative information in respect of these risks is presented throughout these financial statements.

There have been no substantive changes in the economic entity’s exposure to financial instrument risks, its objectives, policies
and processes for managing those risks or the methods used to measure them from previous periods unless otherwise stated in
this note.

The economic entity’s financial instruments consist mainly of deposits with banks, accounts receivable and payable, shares in
listed corporations and loans to subsidiaries.

The Board has overall responsibility for the determination of the economic entity’s risk management objectives and polices and,
whilst retaining ultimate responsibility for them, it has delegated the authority for designing and operating processes that
ensure the effective implementation of the objectives and policies to the economic entity’s finance function. The economic
entity's risk management policies and objectives are therefore designed to minimise the potential impacts of these risks on the
results of the economic entity where such impacts may be material.

The overall objective of the Board is to set polices that seek to reduce risk as far as possible without unduly affecting the
economic entity’s competitiveness and flexibility. Further details regarding these policies are set out below:

(b) Credit Risk

Credit risk is the risk that the other party to a financial instrument will fail to discharge their obligation resulting in the Company
incurring a financial loss. This usually occurs when debtors fail to settle their obligations owing to the Company. The economic
entity’s objective is to minimise the risk of loss from credit risk exposure.

The economic entity’s maximum exposure to credit risk, without taking into account the value of any collateral or other security,
in the event other parties fail to perform their obligations under financial instruments in relation to each class of recognised
financial asset at reporting date is the carrying amount of those assets as indicated in the Balance Sheet.

Credit risk is reviewed regularly by the Board and the audit committee. It arises from exposure to customers (trade receivables)
as well as through deposits with financial institutions, loans receivable from subsidiaries and financial assets at fair value through

profit or loss.

The Company does not have any material credit risk exposure to any single debtor or group of debtors under financial
instruments entered into by the Company.

All receivables that are neither past due or impaired are with long standing clients who have a good credit history with the
entity. No receivables balances were past due or impaired at year end.

(c) Liquidity risk

Liquidity risk is the risk that the economic entity may encounter difficulties raising funds to meet financial obligations as they fall
due. The object of managing liquidity risk is to ensure, as far as possible, that the economic entity will always have sufficient
liquidity to meets its liabilities when they fall due, under both normal and stressed conditions.

Liquidity risk is reviewed regularly by the Board and the audit committee.

The economic entity manages liquidity risk by monitoring forecast cash flows and liquidity ratios such as working capital. The
economic entity’s working capital, being current assets less current liabilities, has increased from $2,174,943 in 2007 to

$9,266,472 in 2008.

The Company did not have any financing facilities available at balance date.
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NOTE 30 FINANCIAL RISK MANAGEMENT (continued)
(c) Liquidity risk (continued)

Carrying Contractual 6-12
Amount Cash flows <6 months months 1-3years >3 years

Maturity Analysis — Economic Entity - 2008

Financial Liabilities

Trade Creditors 772,662 772,662 772,662 - - -
Commitments - 9,489,998 566,623 566,623 8,356,752 -
Total 772,662 10,262,660 1,339,285 566,623 8,356,752 -

Maturity Analysis — Parent - 2008

Financial Liabilities

Trade Creditors 772,450 772,450 772,450 - - -
Commitments - 6,467,404 498,875 498,875 5,469,654 -
Total 772,450 7,239,854 1,271,325 498,875 5,469,654 -

Maturity Analysis — Economic Entity - 2007

Financial Liabilities

Trade Creditors 258,187 258,187 258,187 - - -
Commitments - 10,992,416 715,034 715,034 8,962,348 600,000
Total 258,187 11,250,603 973,221 715,034 8,962,348 600,000

Maturity Analysis — Parent — 2007

Financial Liabilities

Trade Creditors 258,187 258,187 258,187 - - -
Commitments - 8,668,500 699,925 699,925 6,668,650 600,000
Total 258,187 8,926,687 958,112 699,925 6,668,650 600,000

Further details regarding commitments are included in Note 23.

(d) Market Risk

Market risk arises from the use of interest bearing, tradable and foreign currency financial instruments. It is the risk that the fair
value or future cash flows of a financial instrument will fluctuate because of changes in interest rates (interest rate risk), foreign
exchange rates (currency risk) or other market factors (other price risk). The entity does not have any material exposure to
market risk other than interest rate risk.

(i) Interest rate risk

Interest rate risk arises principally from cash and cash equivalents. The objective of interest rate risk management is to manage
and control interest rate risk exposures within acceptable parameters while optimising the return.
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NOTE 30 FINANCIAL RISK MANAGEMENT (continued)
(d) Market Risk (continued)

(i) Interest rate risk (continued)

Interest rate risk is managed with a mixture of fixed and floating rate debt. For further details on interest rate risk refer to the
tables below:

Financial assets

Cash and cash equivalents 1,686,896 6,838,168 - 8,525,064 6.50%
Trade and other receivables - - 823,286 823,286 -
Total financial assets 1,686,896 6,838,168 823,286 9,348,350

Financial liabilities

Trade and other payables - - 772,662 772,662 -
Total financial liabilities - - 772,662 772,662

Financial assets

Cash and cash equivalents 788,287 1,079,018 - 1,867,305 5.00%
Trade and other receivables - - 173,546 173,546 -
Total financial assets 788,287 1,079,018 173,546 2,040,851

Financial liabilities
Trade and other payables - - 258,187 258,187 -
Total financial liabilities - - 258,187 258,187
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NOTE 30 FINANCIAL RISK MANAGEMENT (continued)
(d) Market Risk (continued)

(i) Interest rate risk (continued)

The economic entity has performed a sensitivity analysis relating to its exposure to interest rate risk. This sensitivity demonstrates
the effect on the current year results and equity which could result from a change in these risks. At 30 June 2008 the effect on
profit and equity as a result of changes in the interest rate would be as follows:

Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $

Change in profit

- Increase in interest rate by 1% 3,660 1,331 3,485 1,288
- Decrease in interest rate by 1% (3,660) (1,331) (3,485) (1,288)
Change in equity

- Increase in interest rate by 1% 3,660 1,331 3,485 1,288
- Decrease in interest rate by 1% (3,660) (1,331) (3,485) (1,288)

The above analysis assumes all other variables remain constant.

(e) Net Fair Values

The net fair values of trade and other receivables, security deposits and trade and other payables approximate their carrying
value.

The fair value of shares in listed entities classified as financial assets at fair value through profit or loss is determined in
accordance with the principles outlined in Note 1(g).
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Declaration by Directors
The directors of the company declare that:

1. The financial statements, comprising the income statement, balance sheet, cash flow statement, statement
of changes in equity, and accompanying notes, are in accordance with the Corporations Act 2001 and:

(a) comply with Accounting Standards and the Corporations Regulations 2001; and

(b) give a true and fair view of the company’s financial position as at 30 June 2008 and of its performance
for the year ended on that date.

2. In the directors’ opinion, there are reasonable grounds to believe that the company will be able to pay its
debts as and when they become due and payable.

3. The remuneration disclosures included in pages 13 to 17 of the directors’ report (as part of audited
Remuneration Report) for the year ended 30 June 2008, comply with section 300A of the Corporations Act
2001.

4. The directors have been given the declarations by the chief executive officer and chief financial officer
required by section 295A.

This declaration is made in accordance with a resolution of the Board of Directors and is signed for and on behalf of
the directors by:

Ronald Prefontaine
Director

Brisbane
30 September 2008
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ABN 70 202 702 402

Independent Auditor’s Report to the Members of Bow Energy Limited

Report on the Financial Report

We have audited the accompanying financial report of Bow Energy Limited, which comprises the balance sheet as at
30 June 2008, and the income statement, statement of changes in equity and cash flow statement for the year ended
on that date, a summary of significant accounting policies, other explanatory notes and the directors’ declaration.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal controls relevant to the
preparation and fair presentation of the financial report that is free from material misstatement, whether due to fraud
or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable
in the circumstances. In Note 1, the directors also state, in accordance with Accounting Standard AASB 101
Presentation of Financial Statements, that compliance with the Australian equivalents to International Financial
Reporting Standards ensures that the financial report, comprising the financial statements and notes, complies with
International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance whether
the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
report. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the financial report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial report in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating
the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Independence
In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001. We

confirm that the independence declaration required by the Corporations Act 2001 would be in the same terms if it
had been given to the directors at the time that this auditor’s report was made.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BOW ENERGY LIMITED CONTINUED

Auditor’s Opinion

In our opinion:

(a) the financial report of Bow Energy Limited is in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the company’s financial position as at 30 June 2008 and of its performance
for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations)
and the Corporations Regulations 2001; and

(b) the financial report also complies with International Financial Reporting Standards as disclosed in Note 1.
Material Uncertainty Regarding Continuation as a Going Concern

Without qualifying our opinion, we draw attention to Note 1 in the financial report which indicates that the ability of
the company to continue to adopt the going concern basis of accounting, to maintain continuity of normal business
activities, and to pay its debts as and when they fall due is dependent upon the continued ability of the company to

raise capital, and or successfully explore and subsequently exploit the company’s tenements.

No adjustments have been made to the carrying value of assets or recorded amount of liabilities should the
company’s plans not eventuate.

Report on Remuneration Report

We have audited the Remuneration Report included in the directors’ report for the year ended 30 June 2008. The
directors of the company are responsible for the preparation and presentation of the Remuneration Report in
accordance with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the
Remuneration Report, based on our audit conducted in accordance with Australian Auditing Standards.

Auditor’s Opinion

In our opinion, the Remuneration Report of Bow Energy Limited for the year ended 30 June 2008, complies with
section 300A of the Corporations Act 2001.

BDO Kendalls (QLD)

D P Wright
Partner

Brisbane
30 September 2008
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