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F I N A N C I A L  H I G H L I G H T S
(in thousands of US dollars, except per share data)

2007 2006 2005 2004

FINANCIAL HIGHLIGHTS

Revenue $ 55,920 $ 44,875 $ 29,350 $ 19,121 
Net income 26,023 15,682 8,920 7,842 
Cashflow from operating activities 31,488 24,724 18,810 8,091 
Cash and equivalents 55,667 26,850 5,310 3,921 
Long-term debt - - - 13,159
Shareholders’ equity 70,956 45,089 28,859 18,897 
Earnings per share - basic and diluted $ 0.23 $ 0.14 $ 0.08 $ 0.07 

OPERATING HIGHLIGHTS

Gold production (ounces) 86,381 80,028 68,759 48,228 
Gold sold (ounces) 86,322 79,621 68,273 47,431 
Average realized gold price per ounce $ 647.81 $ 563.61 $ 429.89 $ 403.13 
Total cash costs per ounce $ 156.53 $ 139.43 $ 117.57 $ 122.59 
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A total of 253,469 tonnes of ore 

were treated during fiscal 2007 

in the production of 86,381 ounces of 

gold. Head grades of ore treated av-

eraged 11.43 grams per tonne, as the 

Company mined a very high–grade 

area of the Lower Mineralized Zone 

during the fiscal year. 

 Net income increased by 66% to 

$26.0 million and earnings per share 

reached a record high for the Com-

pany of $0.23. Cash provided by op-

erating activities increased by 27% 

to $31.5 million, while cash on hand 

increased to a total of $55.7 million. 

The Company was debt-free dur-

ing fiscal 2007 and continues to be. 

Notwithstanding the challenges of 

underground mining, Orvana con-

tinued to be among the lowest cost 

gold producers with cash costs of 

$156.53 per ounce.

C O N C E S S I O N S  M A P 

Don Mario Gold Production
For the years ended September 30, 
(Fine Troy Ounces)

Earnings Per Share
For the years ended September 30, 
(Basic & Diluted)

A  Y E A R  I N  R E V I E W

L E G E N D
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86,381
80,028
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$0.14

$0.23

0706050407060504

FLOR DE MAYO

MANANTIAL

The Don Mario property comprises eleven mineral concessions covering 53,900 hectares that provide opportunities 

for further exploration. The Company undertook exploration activities consisting of ground geophysics, trenching 

and drilling on several targets located in the ten concessions contiguous to the Don Mario Mine. The largest portion 

of total exploration spending for fiscal 2007 was incurred on the concessions known as Las Tojas and La Aventura. 

The Company will continue to focus its exploration efforts on the Las Tojas and La Aventura concessions of the Don 

Mario Property for fiscal 2008.

$0.07
$0.08
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To Shareholders,

 It is my pleasure to be Chairman 

of the Board of Orvana. As I assumed 

this position in December, this letter 

will be brief.

 The following are reasons for me 

accepting the Chairman’s job:

1.  I believe the mining commodity 

cycle will be robust for a number 

of years to come;

2.  With a very profitable base in 

Bolivia, the company is well

positioned to pursue other oppor-

tunities in Latin America and so 

perhaps North America;

3.  I am very impressed with the

operating management team. 

They are very experienced build-

ers and operators with the skills 

necessary to grow Orvana;

4.  The Board of Directors is very 

experienced, diversified in their 

backgrounds and dedicated.

I am committed to Orvana having 

excellent governance practices as we 

work hard to enhance shareholder 

value over the coming years.

C H A I R M A N ’ S  M E S S A G E

Kent Jespersen

Chairman

December 2007
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The Company produced 86,381 

ounces of gold, an increase of 

8% over last year. Compared to fiscal 

year 2006, all key measures of finan-

cial performance showed improve-

ment: revenues increased by 25% to 

$55.9 million, net income increased 

by 66% to $26 million, earnings per 

share increased by 64% to $0.23; and 

cash flow from operating activities 

increased 27% to $31.5 million, while 

cash and cash equivalents increased 

to $55.7 million. The Company re-

mains long-term debt-free.

 The production increase was the 

result of higher head grades of ore 

in the mill. A total of 253,469 tonnes 

were treated, mostly from the un-

derground mine, with an average 

grade of 11.43 grams of gold per 

tonne (“g/t”), compared to 10.57 g/t 

in 2006. 

 The Don Mario production costs 

were affected by price increases in 

many supplies and consumables, 

that were experienced throughout 

the mining industry. Nevertheless, 

Orvana continues to be among the 

lowest cost gold producers with

total cash costs of $156.53 per ounce.

 Ventilation challenges in the 

deepest levels of the mine were

addressed with the opening of a 

raise in the northern end of the un-

derground mine and the installation 

of additional fans.

 A diamond drilling program of 

9,475 meters in 51 bore holes was 

completed in Las Tojas, of which 31 

intersected a mineralized structure 

with an average width of 3.5 meters, 

identifying a resource of around 

746,000 tonnes with an average 

grade of 3.4 grams of gold per tonne. 

An infill drilling program is under-

way to complete the geological and 

mineralogical information in order 

to assess the possibility of extract-

M E S S A G E  T O  S H A R E H O L D E R S
Management is pleased with the results 
from our fourth full year of commercial 
operation at the Don Mario Mine with 
record production and earnings for the 
year ended September 30, 2007.

Carlos Mirabal

President and 

Chief Executive Officer

December 2007
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ing this resource with an open pit 

method and treating the ore in the 

mill, following its modification to 

increase the milling capacity to 

2,000 tonnes per day.

 Orvana has demonstrated its 

commitment and corporate social 

responsibility with positive results 

of the first year of the Five-Year De-

velopment Plan undertaken by the 

surrounding communities, with fi-

nancial and other support from the 

Company. We are also proud of the 

fact that the Don Mario operation 

meets all the Bolivian government 

and world standards with the En-

vironmental Management System 

in place in the mine and related

operations.

 The Full Feasibility Study of the 

Upper Mineralized Zone, undertak-

en by Kappes, Cassiday and Associ-

ates, continues toward completion. 

However, the presence of signifi-

cant amounts of zinc in the Upper 

Mineralized Zone ore has required 

additional geological and metal-

lurgical test work and, as a result, 

the study is now expected to be 

completed by the end of the second 

quarter of fiscal 2008.

 The management of Orvana 

welcomes Kent Jespersen and Rob

Logan who were appointed recently 

as Chairman and Director, respec-

tively. Their participation on the 

Board of Directors will be impor-

tant in achieving the Company’s 

objectives of growth and diversifica-

tion for the benefit of shareholders, 

workers and the community.

 Finally, management wishes to ex-

press its appreciation to the share-

holders for their support and feed-

back received during the past year.

Ounces Sold vs. Average Gold 
Price per Ounce Realized
US $

79,621

68,273

47,431

86,322

07060504

$564

$430
$403

$648

Ounces Sold

Realized Price 
per Ounce
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ENVIRONMENT
Orvana’s priority is to operate in 

full compliance with all regulatory 

requirements and permits, and sup-

ports the goal of environmentally 

sustainable economic development. 

The Company is committed to de-

veloping and operating its projects 

in full compliance with recognized 

international and local standards. 

As part of its policy, Orvana is con-

tinuously implementing programs 

to protect and enhance the natural 

habitats and sensitive species. This 

includes reclamation efforts, refor-

estation and the establishment of 

water sources for wildlife.

COMMUNITY RELATIONS
Orvana is actively involved with the 

local communities mainly within the 

areas of education, sanitation, pur-

chasing of local goods and services, 

and generally working with them 

to improve their standard of living. 

All projects include the involvement 

of the Company, the community, lo-

cal authorities and non-government

organizations.

HEALTH AND SAFETY
At Orvana, we are committed to 

performing every job in a safe and 

healthy manner. Orvana expects all 

employees and contractors to work 

in accordance with Company safety 

and occupational health manage-

ment policies for the benefit of each 

one of our colleagues, families, com-

munities and business. Through the 

Orvana Safety and Health System, 

we provide the equipment, training 

and resources necessary to enable 

employees to work safely. Our goal 

is to have every employee go home 

in good health and uninjured, after 

every shift, each and every day.

FORWARD-LOOKING STATEMENTS 
Certain statements in this Annual Report constitute forward-looking statements or forward-looking information within the meaning of applicable 
securities laws (“forward-looking statements”). Any statements that express or involve discussions with respect to predictions, expectations, beliefs, 
plans, projections, objectives, assumptions, potentials, future events or performance (often, but not always, using words or phrases such as “believes”, 
“expects” or “does not expect”, “is expected”, “anticipates” or “does not anticipate”, or “intends” or stating that certain actions, events or results “may”, 
“could”, “would”, “might” or “will” be taken or achieved) are not statements of historical fact, but are “forward-looking statements”. Such forward-look-
ing statements involve known and unknown risks, uncertainties and other factors that may cause the actual results, performance or achievements of 
Orvana, or developments in Orvana’s business or in its industry, to differ materially from the anticipated results, performance, achievements or devel-
opments expressed or implied by such forward-looking statements. Forward-looking statements include disclosure regarding possible events, condi-
tions or results of operations that are based on assumptions about future conditions, courses of action and consequences. Forward-looking statements 
may also include, without limitation, any statement relating to future events, conditions or circumstances. Orvana cautions you not to place undue 
reliance upon any such forward-looking statements, which speak only as of the date they are made. Forward-looking statements relate to, among other 
things, all aspects of the possible development of the Upper Mineralized Zone deposit at the Company’s Don Mario Mine in eastern Bolivia and of its 
potential operation and production; mineral resource and mineral reserve estimates; the realization of mineral reserve estimates; estimates of future 
capital expenditures and timing of development and production and estimates of the outcome and timing of decisions with respect to whether and 
how to proceed with such development and production; permitting time lines; statements and information regarding future feasibility studies and 
their results; production forecasts; future transactions; the successful completion of reclamation projects; future gold prices; the ability to achieve 
additional growth and geographic diversification; future production costs; accounting estimates and assumptions; future tax benefits; the renewal or 
renegotiation of agreements; future financial performance; including the ability to increase cash flow and profits; future financing requirements, mine 
development plans; and possible changes in the regulatory, political, social and economic environment in Bolivia. A variety of inherent risks, uncertain-
ties and factors, many of which are beyond the Company’s control, affect the operations, performance and results of the Company and its business, and 
could cause actual results to differ materially from current expectations of estimated or anticipated events or results. Some of these risks, uncertainties 
and factors include fluctuations in the price of gold; the need to recalculate estimates of reserves and resources based on actual production experience; 
the failure to achieve production estimates; variations in the grade of ore mined; variations in the cost of operations; the availability of qualified per-
sonnel; risks generally associated with mineral exploration and development, including the Company’s ability to develop the Upper Mineralized Zone 
deposit if it determines to do so and to acquire and develop mineral properties; the Company’s ability to obtain additional financing when required on 
terms that are acceptable to the Company; challenges to the Company’s interests in its property and mineral rights; current, pending and proposed 
legislative or regulatory developments or changes in political, social or economic conditions in Bolivia; general economic conditions worldwide and 
the risks identified below under the heading “Risks and Uncertainties”. This list is not exhaustive of the factors that may affect any of the Company’s 
forward-looking statements and reference should also be made to the Company’s Annual Information Form for a description of additional risk fac-
tors. Forward-looking statements are based on management’s current plans, estimates, projections, beliefs and opinions, and the Company does not 
undertake any obligation to update forward-looking statements should assumptions related to these plans, estimates, projections, beliefs and opinions 
change. Readers are cautioned not to put undue reliance on forward-looking statements.

O U R  S T E WA R D S H I P
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Throughout this MD&A, the Company has also used some non-GAAP 

measures including direct mine operating costs, cash operating costs, 

total cash costs and total production costs, and related unit cost informa-

tion, because it understands that certain investors use this information to 

determine the Company’s ability to generate earnings as cash flow for use 

in investing and other activities. The Company believes that conventional

M A N A G E M E N T ’ S 
D I S C U S S I O N  A N D  A N A L Y S I S
This management’s discussion and analy-
sis (“MD&A”) of results of operations and 
financial condition of Orvana Minerals 
Corp. (“Orvana” or the “Company”) was 
prepared on November 28, 2007 (the “Re-
port Date”) and describes the operating 
and financial results of the Company for 
the fiscal year ended September 30, 2007. 
The MD&A should be read in conjunction 
with Orvana’s audited consolidated finan-
cial statements and related notes for fis-
cal 2007. The Company prepares and files 
its financial statements and MD&A in 
accordance with Canadian generally ac-
cepted accounting principles (“Canadian 
GAAP”). In this MD&A, all dollar amounts 
(except per unit amounts) are in thou-
sands of United States dollars unless oth-
erwise stated, and gold production, in fine 
troy ounces, is referred to as “ounces”.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

8 ORVANA MINERALS CORP.

measures of performance prepared in accordance with Canadian GAAP do not fully illustrate the ability of its op-

erating mine to generate cash flow. Non-GAAP measures do not have any standardized meaning prescribed under 

Canadian GAAP, should not be construed as an alternative to Canadian GAAP reporting of operating expenses, and 

may not be comparable to similar measures presented by other companies. The measures are not necessarily indica-

tive of cost of sales as determined under Canadian GAAP. Cash costs are determined in accordance with the former 

Gold Institute’s Production Cost Standard.

 Management accepts responsibility for the reliability and timeliness of the information disclosed and confirms the 

existence and effectiveness of the systems of internal control that are in place to provide this assurance. The Board of 

Directors assesses the integrity of Orvana’s public financial disclosures through the oversight of the Audit Committee.

BUSINESS OVERVIEW AND STRATEGY

The Company

Orvana is a Canadian mining and exploration company based in Toronto, Canada, involved in the evaluation, devel-

opment and mining of precious and base metals deposits in the Americas. The Company owns and operates the Don 

Mario Gold Mine in eastern Bolivia. The Company’s long-term goal is to become a low cost, long-life, multi-mine gold 

and base metals producer in the Americas. The Company’s shares have been listed on the Toronto Stock Exchange 

since 1992 under the trading symbol ORV.

The Don Mario Mine – Lower Mineralized Zone 

Through its wholly-owned subsidiary, Empresa Minera Paititi S.A. (“EMIPA”), the Company owns and operates the 

Don Mario gold mine in eastern Bolivia. In the first quarter of fiscal 2006, the Company completed and issued the 

“Technical Report on the Mineral Resource and Reserve Estimation for the Don Mario Gold Mine, Lower Mineralized 

Zone” dated December 23, 2005 (the “Orvana Technical Report”), which may be found on the Orvana website at www.

orvana.com and on SEDAR at www.sedar.com. The Orvana Technical Report, prepared by qualified person M.J. Hodg-

son (who was at that time Orvana’s Vice President and Chief Operating Officer) with the assistance of NCL Ingenieria 

y Construccion S.A. (“NCL”) of Santiago, Chile, provides an updated mineral resource and mineable reserve estimate 

in respect of the Lower Mineralized Zone (“LMZ”), which is currently being exploited. The Orvana Technical Report 

complies with the Canadian Securities Administrators’ National Instrument 43-101 – Standards of Disclosure for 

Mineral Projects (“NI 43-101”).

 The Orvana Technical Report updated the mineral resource and mineral reserve estimate undertaken by AMEC 

(Peru) S.A., a division of AMEC E&C Services Ltd. in July 2003, set out in a report dated July 25, 2003 entitled “Technical 

Report on the Don Mario Gold Property, Chiquitos Province, Bolivia” prepared by independent qualified persons Ken 

Brisebois, Miron Berezowsky and John Kiernan also available on www.sedar.com.

 The Don Mario Mine has now been extensively sampled underground to a depth of 350 metres from surface. A sum-

mary of the mineral reserves of the LMZ as at November 1, 2005 (the effective date of the Orvana Technical Report), 

at a 3 grams per tonne (“g/t”) gold cut off grade and a $400/oz gold price is as follows:

Tonnes Au (g/t) Au (Oz)

Proven 718,948 12.50 288,839
Probable 298,556 8.33 79,995
Total 1,017,504 11.27 368,834

 

 Since November 1, 2005, the operation has processed 486,356 tonnes of ore which contained 171,665 ounces of gold and 

produced 159,262 ounces of gold to September 30, 2007. Since the commencement of commercial production on July 1, 

2003, the operation has processed 1,022,335 tonnes of ore and produced 291,804 ounces of gold to September 30, 2007.

 The Company intends to have an updated technical report completed by the end of fiscal 2008 updating the Orvana 

Technical Report. 

The Don Mario Mine – Upper Mineralized Zone

In October 2006, the Company announced the completion of a pre-feasibility study on the Upper Mineralized Zone 

(“UMZ”) conducted by NCL and released a pre-feasibility study technical report (the “PFS Technical Report”). The 
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PFS Technical Report was prepared by NCL and its associates Edwin Bentzen III, Senior Project Manager and Metal-

lurgist for Resource Development Inc., and Karl M. Kolin, Principal Mine Engineer for Gustavson Associates LLC, both 

of whom are “qualified persons” independent of the Company within the meaning of NI 43-101. The PFS Technical 

Report, which is compliant with NI 43-101, estimates UMZ mineral reserves as follows:

Proven Reserves Probable Reserves Total Reserves

Ore
Type

Tonnes
[kt]

Au
[g/t]

CuT

[%]
Ag

[g/t]
CuS

[%]
Tonnes

[kt]
Au

[g/t]
CuT

[%]
Ag

[g/t]
CuS

[%]
Tonnes

[kt]
Au

[g/t]
CuT

[%]
Ag

[g/t]
CuS

[%]

Oxides 664 1.43 1.75 56.5 1 . 1 9 1,513 1.51 1.77 45.6 1.22 2,177 1.49 1.77 48.9 1.2 1
Transition 273 1.49 1.45 57.7 0.64 1,616 1.45 1.35 50.3 0.70 1,889 1.46 1.37 51.3 0.69
Sulphides 134 1.25 1.28 38.2 0.16 1,248 1.25 1.27 36.2 0.1 7 1,382 1.25 1.27 36.4 0.1 7
Total 1,071 1.42 1.62 54.5 0.92 4,377 1.42 1.47 44.6 0.73 5,448 1.42 1.50 46.6 0.77

Cu
T
 is the total copper assay for the ore type, while Cu

S
 is the acid soluble copper assay for the ore type.

 Following the issue of the PFS Technical Report, the Company engaged Kappes, Cassiday & Associates (“KCA”) of 

Reno, Nevada to complete a NI 43-101-compliant full feasibility study on the UMZ. This study was expected to be 

completed by the end of the current calendar year. However, during their research, KCA identified that the oxide ore 

noted in the table above also contains zinc in quantities sufficient to affect the process flow sheet of the project. The 

study must now address the presence of zinc to ascertain the quantities of zinc that will be produced and the impact 

on capital expenditures and operating expenses of process flow sheet modifications. The impact on project economics 

will be announced as soon as definitive results become available. The finding of the presence of zinc will delay comple-

tion of the full feasibility study. It is now expected that the study will be completed in the first half of fiscal 2008.

Other Don Mario Concessions

The Don Mario property comprises eleven mineral concessions covering 53,900 hectares that provide opportunities 

for further exploration. This is discussed further below under the heading “Update on Other Exploration Activities”.

Other Mineral Properties in Bolivia

The Company holds certain joint venture interests in a number of mineral concessions, located in the Altiplano region 

of Bolivia which, until March 16, 2006, included a 40% joint venture interest in the Pederson property, which covers 

approximately 7,800 hectares. On that date, the Company entered into an agreement to sell its interest in the Pederson 

property to Castillian Resources Corp. (“Castillian”) subject to certain future payments and certain exploration spend-

ing targets to be met by Castillian within five years. On September 20, 2006, Castillian declared force majeure in re-

spect of its obligations under the agreement, claiming that local community groups, which are opposed to any explo-

ration and mining activities in the area including the Pederson property, have prevented Castillian from conducting 

the exploration activities contemplated under Castillian’s agreement with the Company. The force majeure condition 

continues. The Company will record future receipts called for under the agreement if and when they are received.

 The Pederson and other exploration properties are carried at a nominal amount in the Company’s consolidated 

financial statements and related liabilities and expenses are not material.

 The Company intends to explore the possible divestiture of its other non-core Bolivian exploration assets located in 

the Altiplano region.

 Until recently, Orvana also held the mining rights to the Las Palmeras concession, covering approximately 7,100 

hectares located in the Canton of San Ramon, Santa Rosa de la Mina and San Javier, in the Province of Ñuflo de 

Chavez. The Puquio Norte open pit gold mine operated within this concession until late 2001, when the ore body was 

exhausted and the operation was closed. Following closure of the mine in 2001, an environmental closure plan, as 

required by law, was presented to and approved by Bolivia’s Ministry of Mines and Ministry of Environment. The rec-

lamation work called for by the closure plan was undertaken and concluded. A final report on the effectiveness of the 

implementation of the closure plan was prepared by an independent consulting firm for Bolivia’s Ministry of Mines 

and the Ministry of Environment and was accepted by both ministries on October 31, 2006. Orvana has no plans to 

further explore the concession and, in December 2006, the Company gave Bolivia’s Ministry of Mines formal notice of 

its intention to surrender its mining rights and has ceased payment of related fees.
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Business Strategy

The Company’s long-term goal is to be a low cost, long-life, multi-mine gold and base metal producer in the Americas.

 Orvana’s business plan is to use its cash resources and mining capability to achieve additional growth and geo-

graphic diversification through projects in the Americas by acquisition of producing mines with characteristics simi-

lar to those of the Don Mario Mine and advanced-stage properties that could potentially be brought into production 

over the next two to three years. Management is investigating and evaluating other possible opportunities in the 

Americas. Given the limited number of opportunities for investment in producing mines and advanced-stage proper-

ties, management is considering exploration projects as an additional way to achieve geographic diversification.

 The Company is also undertaking exploration activities consisting of ground geophysics, trenching and drilling on 

other targets located in the ten concessions contiguous to the concession on which the Don Mario Mine is situated. 

The largest portion of total exploration spending for fiscal 2007 was incurred on the concessions known as Las Tojas 

and La Aventura. The Company will continue to focus its exploration efforts on the Don Mario Property on the Las 

Tojas and La Aventura concessions for fiscal 2008.

 During fiscal 2007, drilling was also undertaken beneath the LMZ deposit, consistent with the near-term business 

strategy to complete the development of the LMZ and to increase ore reserves and sustain gold production and sales 

from the Don Mario Mine before shifting the focus to Las Tojas and the UMZ.

 In October 2006, the Company announced the completion of a pre-feasibility study on the UMZ conducted by NCL. 

The study indicates that the UMZ mineral reserves would support a seven-year open pit mine life beyond the life of 

the existing LMZ. The Company is now considering steps to advance the UMZ deposit towards a production decision 

and to this end, KCA was engaged to undertake a full feasibility study, which is expected to be completed in the first 

half of fiscal 2008. The Company plans to assess its options with respect to developing the project in the most efficient 

and risk-effective way possible.

 Orvana does not currently hedge nor does it intend to hedge its gold production.

 The Company is long-term debt-free, having prepaid its then remaining long-term debt immediately prior to its 

September 30, 2005 year-end.

Social and Environmental Policies

The Company is committed to the social development and well-being of the communities in which it operates. To 

this end, the Company continues to support financially and otherwise local community endeavours associated with 

that objective. The Company is actively involved within the areas of education, sanitation, purchasing of local goods 

and services and generally working with communities to contribute to and to improve their standard of living. Proj-

ects supported by Orvana included supervision of and financial support for community infrastructure development 

projects such as utilities and parks; education and information technology; cultural events; community business 

development initiatives; and maintenance of community roads.

 The Company is committed to developing and operating its projects in full compliance with recognized international 

and local environmental standards. In furtherance of this commitment, the Company regularly implements programs 

to protect and enhance natural habitats and sensitive species including reclamation efforts, continuous reforestation 

efforts and the establishment of water sources for wildlife. The Company has retained an independent engineering 

firm to monitor and make recommendations on the Company’s management of its tailings dam facilities.

OVERALL PERFORMANCE

Key Performance Factors

The key factors affecting Orvana’s financial performance include gold prices, tax rates, ore reserves, ore grades and 

recoveries, energy costs, cost control management and efficient mine development and capital spending programs.

Revenues and Net Income

The Company’s results for the years ended September 30, 2007 and September 30, 2006 are summarized in the 

table below:
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Year ended September 30 2007 2006

Revenues $ 55,920 $ 44,875
Net income 26,023 15,682
Earnings per share - basic and diluted $ 0.23 $ 0.14

 Tonnes treated in fiscal 2007 were 253,469 compared to 253,930 in 2006. Gold production for fiscal 2007 was 8% 

higher at 86,381 ounces compared to 80,028 ounces in fiscal 2006 due primarily to higher grades of ore. While total 

tonnes treated remained almost the same in the two years, in fiscal 2007, 95% of the tonnes treated came from higher 

grade ore from the underground mine (5% from the lower grade ore stockpile) compared to 80% in fiscal 2006 (20% 

from the minipit and stockpile).

 Revenue for fiscal 2007 increased 25% to $55,920 on 86,322 ounces sold compared to $44,875 on 79,621 ounces sold a 

year ago. Higher average gold prices accounted for 64% of the increase in revenues, while an increase in ounces sold 

accounted for 36% of the increase. The quantity of gold sold in any period is affected by fluctuations in production 

volumes and the timing of shipments, which is also subject to weather conditions, timing of smelting to produce gold 

dore, and security considerations.

 Direct mine operating costs were $11,499 to produce 86,381 ounces in fiscal 2007 compared to $9,415 to produce 

80,028 ounces in fiscal 2006. As noted above, last year, 80% of the tonnes treated came from the underground mine 

compared to 95% this year, partly explaining the higher mine operating costs in the current year. Increases have 

also been experienced in numerous costs including labour, consumables, reagents, maintenance parts and supplies. 

Although total direct mine operating costs increased by 22% in fiscal 2007 over fiscal 2006, on a per ounce basis, unit 

costs increased by 13% to $133.12 in fiscal 2007 from $117.65 in fiscal 2006, reflecting the favourable impact on unit 

costs of higher production.

 On June 26, 2007 the Company signed a new labour agreement with its Bolivian miners’ union. Although labour 

agreements in the mining industry in Bolivia have a standard one-year term beginning March 1 of each year, nego-

tiations between most Bolivian mining companies and their unions typically begin in May and are concluded near 

the end of June. The new labour agreement calls for a 12% increase and a one-time bonus of 10,500 Bolivianos (Bs.) 

per worker or approximately $1,350.00. The total year-over-year increase in the labour costs is 24% of which 13% is 

attributable to salaries, including increased social benefits, and 11% is attributable to the one-time bonus. The total 

year-over-year increase is $710 or approximately $8.90 per ounce. The impact on the seven months of fiscal 2007 from 

the March 1 effective date to September 30 amounts to $545 (including the estimated one-time bonus of $314). For 

fiscal 2007, year-over-year cost increases amount to $0.005 per share, on an after-tax basis.

 Direct mine operating costs per treated tonne and per ounce produced are noted in the table below:

Year ended September 30 2007 2006

Direct mine operating costs $ 11,499 $ 9,415
Direct mine operating cost per treated tonne $ 45.37 $ 37.08
Direct mine operating cost per ounce produced $ 133.12 $ 117.65

 As discussed above, direct mine operating costs per treated tonne have increased due to the increased proportion of 

mining conducted underground and due to increased costs in a number of areas.

 A reconciliation of direct mine operating costs to cost of sales is included in the section entitled “Don Mario Mine 

– Production Cost Analysis”.

 In fiscal 2007, general and administration expenses of $2,100 were 46% less than the $3,865 incurred in fiscal 2006 

due to fewer corporate staff and related lower salary and travel expenses and severance costs incurred last year in 

connection with the termination of the employment of the Company’s former president.

 During the year ended September 30, 2007, the Company recorded stock-based compensation expense of $219 which 

was offset by a credit to income of $375 and a corresponding charge to contributed surplus in respect of unvested 

stock options forfeited by departing officers and directors, resulting in a net credit of $156 in the year.

  Exploration expenditures were $1,474 in fiscal 2007 compared to $1,001 in fiscal 2006. Management expects ex-

ploration spending levels in fiscal 2008 to increase significantly from levels in fiscal 2007. In fiscal 2006, exploration 

expenses included costs relating to the UMZ pre-feasibility study which was then in progress. The Company does not 
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capitalize exploration and pre-feasibility study expenditures until the results of such work indicate that a property 

is economically feasible and the decision is taken to proceed with development and further investment. In the year 

ended September 30, 2007, the Company capitalized expenditures of $573 incurred in connection with the UMZ full 

feasibility study which commenced in the second quarter 2007.

 Management engaged the services of an investment banking firm in fiscal 2007. Investment banking fees, legal fees 

and other expenses amounting to $108 related to business development activities conducted in fiscal 2007. During 

fiscal 2006, management incurred similar types of expenses amounting to $510. These costs are described as business 

development expenses in the income statement.

 Orvana is committed to the social development and well-being of the communities in which it operates. Commu-

nity relations expenses, amounting to $330 in fiscal 2007 and $172 in fiscal 2006, included financial contributions and 

contributions of know-how by the Company in support of infrastructure and other program initiatives in seven local 

communities in the vicinity of the Don Mario Mine. Projects supported by Orvana included supervision of and finan-

cial support for community infrastructure development projects such as utilities and parks; education and informa-

tion technology; cultural events; community business development initiatives; and maintenance of community roads.

 Interest and other income of $1,676 for the year ended September 30, 2007 was generated primarily on the short-

term investment of excess cash in investment-grade bank-issued investment certificates.

 The effective income tax rate of 23.1% for the year ended September 30, 2007 is lower than the rate of 29.8% for fiscal 

2006 due to the impact on income tax expense of the following items (with the tax impact of each item in brackets): 

lower losses in certain subsidiaries for which income tax recoveries have not been recorded and non-deductible items 

($1,066); higher exploration expenses subject to a double deduction tax incentive ($182); the deduction for tax purposes 

in fiscal 2007 of exploration expenses written off in prior years and not previously claimed for tax purposes ($301); 

and a foreign exchange loss available for tax purposes in a foreign subsidiary ($373).

 Net income for the year ended September 30, 2007 was $26,023 ($0.23 per share) compared to $15,682 ($0.14 per 

share) last year.
 

Cash Flows

The following table summarizes the principal sources and uses of cash for the years ended September 30, 2007 and 

September 30, 2006:

Year ended September 30 2007 2006

Cash provided by operating activities $ 31,488 $ 24,724
Capital expenditures 2,548 3,072

Cash Provided by Operating Activities • Cash provided by operating activities increased by 27% in fiscal 2007 

compared to a year ago, due to an increase in net income partially offset by an increase in accounts receivable from 

gold sales.

Capital Expenditures • For fiscal 2007, capital expenditures amounted to $2,548, down from $3,072 in fiscal 2006, made 

up of property, plant and equipment of $1,400, mine development capitalized of $575 and UMZ full feasibility study 

costs capitalized of $573.

Financial Condition – September 30, 2007 compared to September 30, 2006

The following table provides a comparison of key elements of the Company’s balance sheet at September 30, 2007 and 

September 30, 2006:

Year ended September 30 2007 2006

Cash and cash equivalents $ 55,667 $ 26,850
Non-cash working capital (deficit) 653 (735)
Total assets 81,153 54,860
Shareholders’ equity 70,956 45,089
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 Cash increased by $28,817 in the year ended September 30, 2007.

 Non-cash working capital increased by $1,388 to $653 from a deficit of $735 in fiscal 2006 resulting from an increase 

in gold sales accounts receivable of $1,462 offset partially by a decrease in supplies inventory of $627.

 At September 30, 2007 and at the Report Date, the Company was long-term debt-free.

 Shareholders’ equity increased by $25,867 to $70,956 during the year ended September 30, 2007 primarily due to net 

income. No dividends were paid in the year ended September 30, 2007.
 

Outlook

During fiscal 2007, the mill treated 253,469 tonnes of ore in the production of 86,381 ounces of gold. Head grades of 

ore treated averaged 11.43 grams per tonne, as the Company mined a very high-grade area of the LMZ during the 

fiscal year.

 In fiscal 2008, it is expected that head grades may decline somewhat. However, barring unforeseen events, manage-

ment expects the Don Mario Mine will produce between 75,000 and 80,000 ounces in fiscal 2008.

 At the current rate of mining the LMZ, the Company will continue to produce gold until the end of 2009. As dis-

cussed later on in this MD&A, drilling results to date on the Las Tojas concession of the Don Mario Property suggest 

that it is possible that the life of the current Don Mario gold mining operation (the LMZ and Las Tojas taken together) 

may be extended to about the end of 2010. The UMZ base metal project, if implemented, would further extend the 

expected life of the Don Mario Mine operation by about seven years, to the end of 2017.

 As part of its diversification strategy, the Company intends to increase its exploration efforts in Bolivia and else-

where in the Americas and to increase exploration spending to approximately $3.5 million in fiscal 2008.

 On November 23, 2007, the Bolivian Congress approved legislation amending the country’s mining and corporate 

income tax laws. Under Bolivia’s constitution, the tax changes become effective on a prospective basis from the date 

of their enactment which is expected to be in the next 60 days. The tax increases take two forms:

• An income tax rate increase from 25% to 37.5%.

• A new tax, to be called “Regalia Minera”, that will be payable in addition to income tax. The Regalia Minera tax will 

be calculated as a percentage of gross revenues with the tax rate varying directly with the price of gold. Had this 

new Regalia Minera been in effect in fiscal 2007, the before-tax cost to the Company would have been $3,600.

• If both the increase in the income tax rate and Regalia Minera tax are enacted as described above, the effective in-

come tax rate on the Company’s Bolivian subsidiary will go from the current rate of 25% to approximately 50%.

The combined impact in fiscal 2008 of the anticipated reduction in production, increased exploration expenditures 

and the increase in taxes are expected to adversely affect the Company’s cash flow. The adverse impact of these items 

would be partially offset if the average price of gold in fiscal 2008 is higher than the fiscal 2007 average price of $648 

per ounce.

 On November 24, 2007, the Constituent Assembly of Bolivia approved the new constitutional draft in principle. The 

proposed new constitution, if implemented as currently drafted, could have adverse implications for the Company due 

to, among other things, increased powers that the Bolivian government would have under the constitution to control 

the commercialization of minerals.
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SELECTED ANNUAL INFORMATION

The table below shows selected financial data for the Company’s three most recently completed fiscal years:

Year ended September 30 2007 2006 2005

Revenue $ 55,920 $ 44,875 $ 29,350
Net income $ 26,023 $ 15,682 $ 8,920

Net income per share - basic and diluted $ 0.23 $ 0.14 $ 0.08

Total assets $ 81,153 $ 54,860 $ 35,163
Total long-term financial liabilities - - -

Gold production - ounces 86,381 80,028 68,759
Gold sales - ounces 86,322 79,621 68,273

Non-GAAP measures

Per ounce data
  Total cash costs $ 156.53 $ 139.43 $ 117.57
  Average gold price realized $ 647.81 $ 563.61 $ 429.89

Operating statistics
  Gold ore grade - g/t 11.43 10.57 10.13
  Gold recovery rate - % 92.7 92.8 90.2

Fiscal 2007 Compared to Fiscal 2006 • The Company’s operating results and financial position continued to 

strengthen to the end of fiscal 2007 with two main factors contributing to this: average gold prices realized were 15% 

higher year-over-year compared to fiscal 2006 and average ore grades improved 8% in fiscal 2007 over 2006.

Fiscal 2006 Compared to Fiscal 2005 • The Company’s operating results and financial position improved in fiscal 

2006 compared to 2005 with three main factors contributing to this: average gold prices realized were 31% higher, 

average ore grades increased 4% and recoveries improved by 3%.

 Other factors explaining changes in financial position and results of operations in fiscal 2007 as compared to fiscal 

2006 are described above under the heading, “Overall Performance”.

CORPORATE RESOURCES

Management and Staffing

Effective October 1, 2006, Carlos Mirabal was appointed President and Chief Executive Officer and a director of the 

Company. Mr. Mirabal holds a Bachelor in Mining Engineering from Universidad Tomas Frias in Potosi, Bolivia and 

a Masters in Metallurgical Engineering from the Colorado School of Mines in Golden, Colorado. He has over 35 years’ 

experience in the mining industry. Prior to joining Orvana, Mr. Mirabal was most recently Vice President of Opera-

tions of Sinchi Wayra, (formerly Compania Minera del Sur S.A. (“Comsur”)). Comsur provided various management, 

technical and commercial services to a subsidiary of Orvana from January 2002 to September 2005. As Vice President 

of Operations of Comsur during that period, Mr. Mirabal was Chief Operating Officer of Orvana and a key member of 

the management team responsible for the construction and operation of Orvana’s Don Mario Mine in Bolivia.

Liquidity and Capital Resources

Liquidity and Commitments • As a result of legislation passed by the Bolivian Congress, the Company is required 

to negotiate, by early fiscal 2008, a new natural gas supply contract with a government-owned entity. The financial 

impact of the new contract on the Company is not yet known.

 The Company has recorded an asset retirement obligation at a discounted amount of $1,988 at September 30, 2007 

to dismantle the facilities and structures of the Don Mario Mine and to complete environmental reclamation of areas 

affected by current mining operations, including the tailings dam. The Company estimates that the total amount of
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undiscounted cash flows required to settle the Company’s asset retirement obligations is $2,800. If the Don Mario opera-

tion is discontinued at the end of 2010, it is expected that this obligation will be settled as follows over the years indi-

cated: 2010 - $1,100; 2011 - $400; 2012 - $500; 2013 - $400; 2014 - $400. However, as described elsewhere in this MD&A, the 

UMZ represents a major project which would extend the Don Mario operation’s life by approximately seven years. If this 

project proceeds, the scope of the UMZ project and its impact on the extent of environmental remediation will require a 

re-estimation of the amount of the undiscounted obligation and of the timing of disbursements required to settle it.

 During fiscal 2007, the net increase in cash and cash equivalents, after capital expenditures, was $28,817. At Septem-

ber 30, 2007, cash and cash equivalents amounted to $55,667. Provided gold prices remain above $600 per ounce and 

provided no unforeseen events arise, it is expected that the Company will continue to generate significant cash flow 

throughout fiscal 2008.

Capital Resources • At September 30, 2007, the Company had no long-term debt and capital resources at that date 

are represented by shareholders’ equity, which amounted to $70,956.

 The Company does not require additional financing in the short term and, thus, has not arranged financing facilities.

 Shareholders’ equity increased by 57% or $25,867 to $70,956 ($0.62 per share) during the year ended September 30, 

2007, compared to $45,089 ($0.39 per share) at the end of fiscal 2006.

RESULTS

Results of Operations

Year ended September 30, 2007 compared to the Year ended September 30, 2006

The following table and analysis compare operating results for the years ended September 30, 2007 and 2006:

Year ended September 30 2007 2006

Revenues $ 55,920 $ 44,875
Costs and expenses of mining operations 19,793 16,809
Expenses and other income 2,303 5,737
Net income 26,023 15,682
Earnings per share - basic and diluted $ 0.23 $ 0.1 4

Revenues • Orvana’s sales are determined according to spot gold prices. The Company’s policy is to not hedge its 

gold production. Bullion is shipped to a single customer for refining and sale. The following table summarizes gold 

revenues and prices realized:

Year ended September 30 2007 2006

Revenues $ 55,920 $ 44,875
Price per ounce $ 648 $ 564
Ounces sold 86,322 79,621

Revenue for fiscal 2007 increased 25% to $55,920 on 86,322 ounces sold compared to $44,875 on 79,621 ounces sold 

in fiscal 2006. Higher average gold prices accounted for approximately 64% of the revenue improvement while an 

increase in ounces sold accounted for the remaining 36%. The quantity of gold sales in any period is affected by fluc-

tuations in production volumes and the timing of shipments, which is also subject to weather conditions, timing of 

smelting to produce gold dore, and security considerations.

 Further information on production operations and costs is presented below.

Don Mario Mine - Development • Development work continued during fiscal 2007 with further deepening of the 

main ramp. Ramp construction was completed to the +5-metre level and will continue to the -55-metre level, its

lowest planned level. 

Don Mario Mine - Production, Gold Grades and Recoveries • The following table shows the tonnages treated and the 

head grade in g/t gold at the Don Mario Mine for fiscal 2007 compared to fiscal 2006:
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Year ended September 30 2007 2006

Underground mine
  Tonnes 241,218 203,107
  g/t 11.91 11.73

Minipit & stockpile
  Tonnes 12,251 50,823
  g/t 2.00 5.93

Total
  Tonnes 253,469 253,930
  g/t 11.43 10.57
Recovery rate 92.7% 92.8%

Gold produced - ounces 86,381 80,028

 At September 30, 2007, the Don Mario Mine and Santa Cruz administrative office had a total of 261 employees and 

119 contracted personnel who provide various support services. Levels of contracted personnel fluctuate from month 

to month depending on the Don Mario Mine’s requirements.

Don Mario Mine - Production Cost Analysis • The table below presents the cash operating costs and total production 

costs at the Don Mario Mine in producing 86,381 ounces in fiscal 2007 and 80,028 ounces in fiscal 2006:

2007 2006
Year ended September 30 Costs Cost/oz. Costs Cost/oz.

Direct mine operating costs $ 11 ,499 $ 133.12 $ 9,415 $ 117.65
Third-party smelting, refining and transportation costs 213 2.47 208 2.60
  Cash operating costs 1 1 , 7 1 2 135.59 9,623 120.25
Royalties and mining rights 1,809 20.94 1,535 19.18
  Total cash costs 1 3 , 5 2 1 156.53 11,158 139.43
Depreciation and amortization 6,679 77.32 5,723 71.51
  Total production costs $ 20,200 $ 233.85 $ 16,881 $ 210.94
Gold production    86,381 ozs.       80,028 ozs.

Total unit production costs of $233.85 per ounce for fiscal 2007 increased from $210.94 per ounce during fiscal 2006 

due to a higher proportion of total tonnes treated coming from underground mining and less from the minipit stock-

pile and due to higher direct mine operating costs offset partially by increased production.

 The difference between direct mine operating costs of $11,499 and cost of sales of $11,285 reported in the audited 

consolidated financial statements for fiscal 2007 is due to changes in gold inventories and gold in circuit. A reconcili-

ation of non-GAAP direct mine operating costs with cost of sales as shown in the Company’s Canadian GAAP-based 

statement of income for the year ended September 30, 2007 and September 30, 2006 is presented in the table below:

Year ended September 30 2007 2006

Cost of sales (GAAP) $ 11,285 $ 9,525
Changes in gold inventories and gold in circuit 214 (110)

Direct mine operating costs (non-GAAP measure) $ 11,499 $ 9,415

Update on exploration of the Lower Mineralized Zone (“LMZ”)

During fiscal 2006, a drilling program designed to test the northern and southern down dip extensions was com-

pleted. Although the intersections were well defined, the grades and widths recorded were disappointing. A follow-

up drill program is in progress from underground. Interim results, although still under evaluation, do not indicate 

significant additional ore.
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Update on evaluation of the Upper Mineralized Zone (“UMZ”)

On October 20, 2006, the Company announced the completion of a pre-feasibility study (“PFS”) on the UMZ con-

ducted by NCL of Santiago, Chile. The PFS Technical Report estimates mineral reserves as follows:

Proven Reserves Probable Reserves Total Reserves

Ore
Type

Tonnes
[kt]

Au
[g/t]

CuT

[%]
Ag

[g/t]
CuS

[%]
Tonnes

[kt]
Au

[g/t]
CuT

[%]
Ag

[g/t]
CuS

[%]
Tonnes

[kt]
Au

[g/t]
CuT

[%]
Ag

[g/t]
CuS

[%]

Oxides 664 1.43 1.75 56.5 1 . 1 9 1,513 1.51 1.77 45.6 1.22 2,177 1.49 1.77 48.9 1.2 1
Transition 273 1.49 1.45 57.7 0.64 1,616 1.45 1.35 50.3 0.70 1,889 1.46 1.37 51.3 0.69
Sulphides 134 1.25 1.28 38.2 0.16 1,248 1.25 1.27 36.2 0.1 7 1,382 1.25 1.27 36.4 0.1 7
Total 1,071 1.42 1.62 54.5 0.92 4,377 1.42 1.47 44.6 0.73 5,448 1.42 1.50 46.6 0.77

Cu
T
 is the total copper assay for the ore type, while Cu

S
 is the acid soluble copper assay for the ore type.

Highlights of the study are as follows:

•  Completion of a mineral reserve estimate for the UMZ deposit, reporting NI 43-101 compliant proven and probable 

reserves totaling 5.45 million tonnes at average grades of 1.50% copper, 1.42 g/t gold and 46.6 g/t silver.

•  The mineral reserves would support a mine life of approximately seven years.

•  Payable metal production over the life-of-mine for the UMZ deposit would be approximately 72,500 tonnes (160 

million pounds) of copper (with approximately 49% of the copper in the form of copper cathodes, the balance being 

in the form of copper concentrates), 236,600 ounces of gold and 7,058,800 ounces of silver. Annual payable metal 

production would average 33,800 ounces of gold, 1,000,000 ounces of silver and 10,300 tonnes (22.7 million pounds) 

of copper. 

•  The pre-production capital costs to modify and expand the existing process plant and infrastructure and to

develop the new open pit mine are estimated to be approximately $65.0 million, including engineering design and 

related activities and a contingency.

•  Average mine site direct operating costs are estimated to be approximately $19.10 per tonne of ore. Unit cash costs 

(mine site direct operating costs plus general and administrative costs, and transportation, smelting and refining 

charges) are estimated to average approximately $25.80 per tonne of ore. Expressed in terms of equivalent metal 

content, unit cash costs would average approximately $184.00 per ounce of gold equivalent, or $0.49 per pound of 

copper equivalent. The equivalent metal contents were calculated by multiplying the life-of-mine payable quanti-

ties of gold, silver and copper by their respective assumed prices ($1.20 per pound for copper, $450.00 per ounce 

for gold and $7.00 per ounce for silver), summing the results and then dividing the total by the price of gold or the 

price of copper, as the case may be. 

•  Project economics, using the metal prices set forth above, are summarized as follows: 

• A 7-year operating life with an estimated after-tax net present value of $43.1 million at a 10% discount rate.

• An estimated payback and after-tax internal rate of return of 2.4 years and 30% respectively.

As noted above, a full feasibility study by KCA is in progress. This study was expected to be completed by the end of 

the current calendar year. However, during their research, KCA identified that the oxide ore noted in the table above 

also contains zinc in quantities sufficient to affect the process flow sheet of the project. The study must now address 

the presence of zinc to ascertain the quantities of zinc that will be produced and the impact on capital expenditures 

and operating expenses of process flow sheet modifications. The impact on project economics will be announced as 

soon as definitive results become available. The finding of the presence of zinc will delay completion of the full fea-

sibility study. It is now expected that the study will be completed in the first half of fiscal 2008. In fiscal 2007, $573 

was incurred and capitalized in mineral properties and deferred development costs in the preparation of the full 

feasibility study.
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Update on Other Exploration Activities

The Company is also actively exploring other targets within the contiguous concessions referred to collectively as the 

Don Mario Property with the objective of identifying additional LMZ-type ore that could feed the current gold plant. 

The most comprehensive program is being conducted in the Las Tojas concession of the Don Mario Property, located 

approximately 12 kilometers north of the Don Mario Mine. Progress of the exploration programs on the two targets 

on which most spending has occurring thus far this fiscal year is as follows:

Las Tojas

• During fiscal 2007, the Company completed 51 diamond drill holes on the Las Tojas property, 31 of which inter-

sected gold mineralization on two-thirds of the target area. Detailed results of drilling completed thus far are 

contained in a press release dated October 19, 2007 and accessible on the Company’s website, www.orvana.com 

and on SEDAR at www.sedar.com.

• The Company plans to mount a significant drilling program during fiscal 2008 on the remaining third of the 

Las Tojas project area, to fully define the extent of this mineralization.

• The Las Tojas mineralization has the same mineralogical characteristics as the LMZ ore and can be put 

through the existing gold processing facilities at the Don Mario Mine. The grades are not as high as the LMZ, 

which is being mined underground, but the Las Tojas operation will likely be an open pit mine.

• Las Tojas has the potential of extending the current Don Mario gold mining operation (the LMZ and Las Tojas 

taken together) from about the end of 2009 to the end of 2010.

• Potential for still other regional exploration exists in the Las Tojas concession along the Eastern schist belt.

La Aventura

• A geochemical sampling program consisting of 1,352 samples has been completed.

• The next stage of exploration work in the area will include trenching and magnetometry. These were 

planned to be undertaken during the first half of fiscal 2007, however, heavy rains during the second fiscal 

quarter have delayed this work.

In addition to the above-mentioned exploration activities, a regional geochemical sampling program will be

conducted within all concessions.
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Summary of Quarterly Results

The two following tables include results for the eight quarters ended September 30, 2007:

Quarters ended

Sept. 30, 
2007

June 30, 
2007

Mar. 31, 
2007

Dec. 31, 
2006

Revenues $ 14,183 $ 15,623 $ 14,984 $ 11,130
Net income $ 6,944 $ 7,609 $ 7,679 $ 3,791
Earnings per share - basic and diluted $ 0.06 $ 0.07 $ 0.07 $ 0.03

Total assets $ 81,153 $ 73,859 $ 65,049 $ 60,022
Total long-term financial liabilities - - - -

Gold production - ozs. 21,571 23,425 22,538 18,847
Gold sales - ozs. 20,991 23,771 23,201 18,358

Non-GAAP measures
Per ounce data
  Total cash costs $ 158.82 $ 160.54 $ 143.22 $ 164.82
  Average gold price realized $ 675.67 $ 657.25 $ 645.83 $ 602.28

Operating statistics
  Gold ore grade - g/t 11.99 11.64 12.33 9.85
  Gold recovery rate -% 93.2 93.4 93.4 90.7

Quarters ended

Sept. 30, 
2006

June 30, 
2006

Mar. 31, 
2006

Dec. 31, 
2005

Revenues $ 13,219 $ 11,092 $ 12,045 $ 8,519
Net income $ 5,268 $ 3,914 $ 3,801 $ 2,699
Earnings per share - basic and diluted $ 0.06 $ 0.03 $ 0.03 $ 0.02

Total assets $ 54,860 $ 48,106 $ 42,648 $ 37,521
Total long-term financial liabilities - - - -

Gold production - ozs. 21,611 19,333 18,814 20,270
Gold sales - ozs. 21,587 18,177 21,918 17,939

Non-GAAP measures
Per ounce data
  Total cash costs $ 140.96 $ 154.11 $ 143.59 $ 119.93
  Average gold price realized $ 612.34 $ 610.22 $ 549.54 $ 474.89

Operating statistics
  Gold ore grade - g/t 10.57 9.85 1 1 .1 2 10.80
  Gold recovery rate -% 93.5 93.4 91.9 92.5

Comments on the Tables of Quarterly Results • The quantity of gold sales in any period is affected by fluctuations 

in production volumes and the timing of shipments, which is also subject to weather conditions, timing of smelting 

to produce gold dore and security considerations.

 Average gold prices realized during each of the four quarters ended September 30, 2007 ranged from $602 to $676 

per ounce resulting in high quarterly net incomes in the four most recently completed quarters with net income for 

the quarter ended March 31, 2007 being the highest over these four quarters. At the September 30, 2007 year end, the 

Company had unshipped gold dore inventory of 2,150 ounces and this accounted for the decline in net income in the 

quarter ended September 30, 2007 compared to the quarter ended June 30, 2007.
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 In the quarter ended December 31, 2005, gold production amounted to 20,270 ounces while gold sales were 17,939 

ounces. Gold dore of 2,331 ounces remained in inventory at the end of the quarter. This situation reversed in the quar-

ter ended March 31, 2006, with gold dore inventory declining to 913 ounces at the end of the quarter and with sales of 

21,918 ounces exceeding production in the quarter by 3,104 ounces.

RISKS AND UNCERTAINTIES
The Company holds mining properties in Bolivia and as such is subject to the laws governing the mining industry in 

that country. In view of the policy changes that have been implemented and that are being proposed by the current 

government in Bolivia and the composition of the Company’s shareholder base, there could be changes in governmen-

tal regulation or governmental actions in Bolivia that adversely affect the Company.

 On November 23, 2007, the Bolivian Congress approved legislation amending the country’s mining and income 

tax laws. Under Bolivia’s constitution, the tax changes become effective on a prospective basis from the date of their

enactment, which is expected to be in the next 60 days. The tax increases are discussed under the “Outlook” section 

of this MD&A.

 On November 24, 2007, the Constituent Assembly of Bolivia approved the new constitutional draft in principle. The 

proposed new constitution, if implemented as currently drafted, could have adverse implications for the Company due 

to, among other things, increased powers that the Bolivian government would have under the constitution to control 

the commercialization of minerals.

 There could also be changes to governmental regulation with respect to such matters as repatriation of profits,

restrictions on production, export controls, environmental compliance, and expropriation of property or limitations 

on foreign ownership. There could also be shifts in the political stability of the country and labour unrest. In May 

2006, the Bolivian government moved to increase its share of the country’s oil and gas sector by imposing a profit-

sharing arrangement in which the government receives a 50% share in operating profits of companies operating in 

the sector. Such actions on the part of the government might also be taken in the mining sector. Any of the foregoing 

actions or regulatory changes could adversely affect the Company.

 Statements by members of the government with respect to new government policies in the mining sector have been 

contradictory, sometimes referring to “nationalization”, but at other times stating that “nationalization” will not oc-

cur. It is not clear whether the Bolivian government will nationalize any portion or all of the mining industry. If the 

Don Mario Mine was nationalized, the Company would cease to have any producing assets. Other changes in govern-

mental regulation or governmental actions such as those described above could also have a material adverse effect on 

the results of operations or financial condition of Orvana. Orvana’s management is monitoring the situation closely.

 The Bolivian government has indicated that it intends to amend the mining code to require that, in the future, Cor-

poracion Minera de Bolivia (“COMIBOL”) will control Bolivian land subject to the grant of mining concession rights. 

An application will have to be made for new mining concessions in the future and all concessions granted may result 

in some form of joint venture with COMIBOL in the exploitation of any minerals found. The government has stated 

that this new law will not affect mining concessions that have already been granted, however, the proposals have yet 

to be passed into law and remain unclear.

 As a result of legislation passed by the Bolivian Congress, the Company is required to negotiate, by early fiscal 2008, 

a new natural gas supply contract with a government-owned entity. The financial impact of such new contract is not 

yet known, but it is possible that increases in gas prices under such contract or other terms of the contract could have 

an adverse effect on the results of operations or financial condition of Orvana.

 Beyond 2010 and in the absence of new operations or reserves being added, the Company’s revenue stream will de-

pend on the UMZ base metal project of the Don Mario Mine. The Company anticipates that, if undertaken, the UMZ 

project maybe brought on stream following the processing of remaining gold ore. Given the extent of changes to 

taxation and to other laws affecting the mining industry and the political uncertainties in the country, the Company 

may experience difficulty in obtaining satisfactory financing terms or adequate project financing for the UMZ. The 

2006 pre-feasibility study estimated capital expenditure requirements of approximately $65,000 plus working capital 

requirements. These estimated financing requirements are preliminary and are subject to the completion of detailed 

estimates as part of the full feasibility study that is in progress currently.

 The Company’s business, results of operations and financial condition, and the trading price of its common shares 

could be materially adversely affected by any of the foregoing risks and by other risks, including risks related to

development of mineral deposits, metal prices, labour costs and the supply and price of energy and other consum-
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ables, exploration, development and operating risks, water supply, production estimates, mineral reserves and re-

sources, title matters, reclamation costs, gold price volatility, competition, additional funding requirements, insur-

ance, currency fluctuations, conflicts of interest and share trading volatility. Any of these risks could have a material 

adverse effect on the business, operations or financial condition of the Company.

 A high percentage of the Company’s revenues, costs and assets are denominated in United States dollars, and the 

remainder are primarily denominated in Bolivian and Canadian currencies. The Company is exposed to foreign cur-

rency fluctuations, however, management does not expect these fluctuations to have a significant impact on the 

Company’s financial position or results.

OTHER INFORMATION

Critical Accounting Estimates 

The preparation of financial statements in accordance with Canadian GAAP requires management to make esti-

mates and assumptions that affect the reported amounts of certain assets and liabilities at the date of the financial 

statements and the reported amounts of certain revenue and expenses during the period. Actual results could differ 

significantly from those estimates. Specific items requiring estimates are gold ore reserves, accounts receivable, prop-

erty, plant and equipment, depreciation and amortization, asset retirement obligations, future income taxes, stock-

based compensation and other accrued liabilities and contingent liabilities.

Mineral Reserves • As of November 1, 2005, the proven and probable reserves of the LMZ were estimated in the

Orvana Technical Report to be 1,017,500 tonnes at an average grade of 11.3 g/t gold, containing 368,000 troy ounces of gold, 

using a 3 g/t cut-off grade and $400/oz gold price. Based on current planned levels of production (approximately 75,000 

to 80,000 ounces per annum), the LMZ is expected to be in production through late 2009. This estimated time-frame 

excludes a possible favourable impact of exploration drilling results on the Las Tojas concession as discussed above.

Net Realizable Values of Property, Plant and Equipment • At September 30, 2007, the net book value of property, 

plant and equipment amounted to $17,570. Amortization of these costs is calculated on the units-of-production meth-

od over the expected economic life of the mine. The expected economic life is dependent upon the estimated remain-

ing proven and probable reserves, gold prices and cash operating costs. Based upon current estimates of reserves, gold 

prices in excess of $400 per ounce and total cash costs of approximately $157 per ounce, net realizable values are in 

excess of net book value of property, plant and equipment.

Asset Retirement Obligations • The Company has estimated the present value of estimated future costs to decom-

mission the Don Mario Mine (asset retirement obligations) to be $1,988 at September 30, 2007. It is estimated that 

the amount of future expenditures to dismantle mine installations and to complete reclamation will be $2,800 on an 

undiscounted basis. If the Don Mario operation is discontinued at the end of 2010, it is expected that this obligation 

will be settled approximately as follows over the years indicated: 2010 - $1,100; 2011 - $400; 2012 - $500; 2013 - $400; 2014 

- $400. Estimates of these closure costs and the expected timing of their incurrence are reviewed periodically. These 

estimates are based on expected remediation requirements relating to the LMZ and will change if the Company pro-

ceeds with the UMZ base metal project.

 It is possible that the Company’s estimates of its ultimate asset retirement obligations could change as a result of 

changes in regulations, the extent of environmental remediation required, the means of reclamation, cost estimates 

or the estimated remaining ore reserves.

Stock-based Compensation • The Company recorded stock-based compensation expense of $219 for the year ended 

September 30, 2007. During fiscal 2007, accrued stock-based compensation of $375 for unvested forfeited stock op-

tions was taken into income and charged to contributed surplus. The stock-based compensation expense is based on 

an estimate of the fair value on the grant date of stock options issued. This accounting required estimates of interest 

rates, life of options, stock price volatility and the application of the Black-Scholes option pricing model. 
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Financial and Other Instruments 

The Company has not used any hedging or other financial instruments in the current fiscal year to date or in the 

prior three fiscal years.

Off-Balance-Sheet Arrangements

Orvana has not entered into any off-balance-sheet arrangements.

Outstanding Share Data

Orvana shares are traded on the Toronto Stock Exchange under the symbol ORV. As at the Report Date, there were 

115,233,173 common shares outstanding with a stated value of $74,777. There were also 3,376,666 stock options out-

standing at the Report Date with a weighted average exercise price of Cdn. $1.01. Stock options outstanding have 

expiry dates ranging from 2007 to 2012. 

Other Information

Management, including the Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of 

the design and operation of the Company’s disclosure controls and procedures as of September 30, 2007. Based on 

this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that the Company’s disclosure 

controls and procedures, as defined in Multilateral Instrument 52-109 - Certification of Disclosure in Issuer’s Annual 

and Interim Filings, are effective to ensure that information required to be disclosed in reports filed or submitted by 

the Company under Canadian securities legislation is recorded, processed, summarized and reported within the time 

periods specified in those rules. 

  There were no significant changes in the Company’s internal controls or in other factors that could significantly 

affect those controls subsequent to the date the Chief Executive Officer completed his evaluation, nor were there any 

significant deficiencies or material weaknesses in the Company’s internal controls requiring corrective actions.

 Other operating and financial information, including the Company’s Annual Information Form, is available in pub-

lic disclosure documents filed on SEDAR at www.sedar.com and on the Company’s website at www.orvana.com.
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The accompanying consolidated financial statements of Orvana Minerals 

Corp. were prepared by management in accordance with Canadian gener-

ally accepted accounting principles. Management acknowledges responsibility 

for the preparation and presentation of the consolidated financial statements, 

including responsibility for significant accounting judgments and estimates 

and the choice of accounting principles and methods that are appropriate to 

the Company’s circumstances. The significant accounting policies of the Com-

pany are summarized in note 2 to the consolidated financial statements.

 Management has established systems of internal control over the financial 

reporting process, which are designed to provide reasonable assurance that 

relevant and reliable financial information is produced.

 The Board of Directors is responsible for reviewing and approving the con-

solidated financial statements and for ensuring that management fulfills its 

financial reporting responsibilities. An Audit Committee assists the Board 

of Directors in fulfilling this responsibility. The members of the Audit Com-

mittee are not officers of the Company. The Audit Committee meets with 

management as well as with the independent auditors to review the inter-

nal controls over the financial reporting process, the consolidated financial 

statements and the auditors’ report. The Audit Committee also reviews the 

Annual Report to ensure that the financial information reported therein 

is consistent with the information presented in the consolidated financial 

statements. The Audit Committee reports its findings to the Board of Direc-

tors for its consideration in approving the consolidated financial statements 

for issuance to the shareholders.

 Management recognizes its responsibility for conducting the Company’s 

affairs in compliance with established financial standards, and applicable 

laws and regulations, and for maintaining proper standards of conduct for 

its activities.

Carlos Mirabal

President and Chief Executive Officer

Malcolm King

Vice President and Chief Financial Officer

Toronto, Canada

November 28, 2007

M A N A G E M E N T ’ S 
R E S P O N S I B I L I T Y  F O R 
F I N A N C I A L  R E P O R T I N G
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To the Shareholders of Orvana Minerals Corp.

We have audited the consolidated balance sheets of Orvana Minerals 

Corp. as at September 30, 2007 and 2006 and the related consoli-

dated statements of income and comprehensive income, changes in equity, 

and cash flows for each of the years in the two-year period ended September 

30, 2007. These financial statements are the responsibility of the Company’s 

management. Our responsibility is to express an opinion on these consoli-

dated financial statements based on our audit.

 We conducted our audits in accordance with Canadian generally accepted 

auditing standards. Those standards require that we plan and perform our 

audit to obtain reasonable assurance whether the financial statements are 

free of material misstatement. An audit includes examining, on a test ba-

sis, evidence supporting the amounts and disclosures in the financial state-

ments. An audit also includes assessing the accounting principles used and 

significant estimates made by management, as well as evaluating the overall 

financial statement presentation.

 In our opinion, these consolidated financial statements present fairly, in 

all respects, the financial position of the Company as at September 30, 2007 

and 2006 and the results of its operations and its cash flows for each of the 

years in the two-year period ended September 30, 2007 in accordance with 

Canadian generally accepted accounting principles. 

Chartered Accountants, Licensed Public Accountants

Toronto, Canada

November 29, 2007

A U D I T O R S’  R E P O R T
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2007 2006

ASSETS

Current assets
  Cash and cash equivalents $ 55,667 $ 26,850
  Gold sales receivable 1,462 -

Value-added taxes receivable and prepaid 
expenses 3,585 3,279

  Gold inventory 949 581
  Supplies inventory 1,920 2,547

63,583 33,257

Property, plant and equipment [note 3] 17,570 21,603
Total assets $ 81,153 $ 54,860

LIABILITIES

Current liabilities
  Accounts payable and accrued liabilities $ 2,912 $ 2,986
  Income taxes payable 4,351 4,156

7,263 7,142

Asset retirement obligations [note 4] 1,988 1,828
Provision for statutory labour obligations 946 567
Future income tax liability [note 7] - 234
Total liabilities 10,197 9,771

SHAREHOLDERS’ EQUITY

Share capital [note 5(b)] 74,777 74,777
Contributed surplus 1,354 1,510
Deficit (5,175) (31,198)

70,956 45,089
Total liabilities and shareholders’ equity $ 81,153 $ 54,860

Commitments and contingencies [note 10]

The notes to consolidated financial statements are an integral part of these statements.

Approved by the Board of Directors

Carlos Mirabal

Director

Robert Mitchell

Director

C O N S O L I D AT E D 
B A L A N C E  S H E E T S
As at September 30, (In thousands of United States dollars)
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2007 2006

REVENUES

Gold sales $ 55,920 $ 44,875

COST AND EXPENSES OF MINING 
OPERATIONS

Cost of sales 11,285 9,525
Royalties, mining rights and other 1,809 1,535
Depreciation and amortization 6,539 5,602
Accretion [note 4] 160 147

19,793 16,809
36,127 28,066

EXPENSES (RECOVERIES) AND OTHER 
INCOME

General and administration 2,100 3,865
Stock-based compensation [note 6] (156) 502
Exploration 1,474 1,001
Business development 108 510
Community relations 330 172
Interest and other income (1,676) (471)
Foreign exchange 123 158

2,303 5,737

INCOME BEFORE PROVISION FOR 
INCOME TAXES AND PROVISION 
(RECOVERY) OF FUTURE INCOME TAXES 33,824 22,329

Provision for income taxes [note 7]

  Current income taxes 8,035 6,720
  Future income taxes (recovery) (234) (73)

7,801 6,647

NET INCOME AND COMPREHENSIVE 
INCOME $ 26,023 $ 15,682

EARNINGS PER SHARE [note 8]

  Basic and diluted $ 0.23 $ 0.14

WEIGHTED AVERAGE NUMBER OF 
SHARES OUTSTANDING - BASIC 11 5,233,173 114,918,214
WEIGHTED AVERAGE NUMBER OF 
SHARES OUTSTANDING - DILUTED 115,273,899 115,228,782

The notes to consolidated financial statements are an integral part of these statements.

C O N S O L I D AT E D 
S T AT E M E N T S  O F  I N C O M E 
A N D  C O M P R E H E N S I V E 
I N C O M E
Year ended September 30, (In thousands of United States dollars except per share amounts)
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2007 2006

SHARE CAPITAL

Balance, October 1 $ 74,777 $ 74,731
Exercise of stock options - 46
Balance, September 30 $ 74,777 $ 74,777

CONTRIBUTED SURPLUS

Balance, October 1 $ 1,510 $ 1,008
Grant of stock options 107 164
Vesting of previously granted stock options 112 338
Forfeiture of previously issued stock options (375) -
Balance, September 30 $ 1,354 $ 1,510

DEFICIT

Balance, October 1 $ (31,198) $ (46,880)
Net income 26,023 15,682
Balance, September 30 $ (5,175) $ (31,198)

$ 70,956 $ 45,089

The notes to consolidated financial statements are an integral part of these statements.

C O N S O L I D AT E D 
S T AT E M E N T S  O F  C H A N G E S 
I N  S H A R E H O L D E R S ’  E Q U I T Y
Year ended September 30, (In thousands of United States dollars)
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2007 2006

OPERATING ACTIVITIES

Net income $ 26,023 $ 15,682
Depreciation and amortization 6,539 5,602
Accretion [note 4] 160 147
Stock-based compensation [note 6] (156) 502
Future income taxes (recovery) [note 7] (234) (73)
Provision for statutory labour obligations 379 194
Foreign exchange 123 158

32,834 22,212

Changes in non-cash working capital items
  Gold sales receivable (1,462) -
  Value-added taxes receivable and prepaid  
  expenses (306) (433)
  Gold inventory (326) 1 1 0
  Supplies inventory 627 (364)
  Accounts payable and accrued liabilities (74) (288)
  Income taxes payable 1 9 5 3,487

31,488 24,724

FINANCING ACTIVITIES

Proceeds from issue of shares [note 5(b)] - 46

INVESTING ACTIVITIES

Capital expenditures (2,548) (3,072)

CHANGE IN CASH AND CASH EQUIVALENTS 28,940 21,698
CASH AND CASH EQUIVALENTS, BEGINNING 
OF YEAR 26,850 5,310
EFFECT OF EXCHANGE RATE CHANGES ON 
CASH HELD IN FOREIGN CURRENCIES (123) (158)

CASH AND CASH EQUIVALENTS, END
OF YEAR $ 55,667 $ 26,850

OTHER INFORMATION
Income taxes paid $ 7,924 $ 3,173

The notes to consolidated financial statements are an integral part of these statements.

C O N S O L I D AT E D 
S T AT E M E N T S  O F 
C A S H  F L O W S
Year ended September 30, (In thousands of United States dollars)
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N O T E S  T O  C O N S O L I D AT E D
F I N A N C I A L  S T AT E M E N T S
September 30, 2007 and 2006 (In thousands of United States dollars unless otherwise noted)

1. Nature of operations

Orvana Minerals Corp. (the “Company” or “Orvana”) is a Canadian mining and exploration company based in Toronto, 

Ontario, involved in the evaluation, development and mining of precious and base metal deposits in the Americas.   

The Company owns and operates the Don Mario Gold Mine and property [note 3(a)] in eastern Bolivia which is held 

indirectly through its wholly owned subsidiary, Empresa Minera Paititi S.A. The Company’s shares are listed on the 

Toronto Stock Exchange. 

2. Summary of significant accounting policies

The following is a summary of significant accounting policies used in the preparation of these consolidated financial 

statements:

(a) Basis of consolidation

The consolidated financial statements of Orvana and its subsidiaries, which are expressed in US dollars, are prepared 

in accordance with Canadian generally accepted accounting principles (“GAAP”). On October 1, 2006, the Company 

amalgamated four of it’s Bolivian subsidiaries with Empresa Minera Paititi S.A. and wound up certain other non op-

erating companies. The consolidated financial statements include the assets, liabilities, revenues and expenses of the 

following wholly-owned subsidiaries:

 Operating companies:

 Empresa Minera Paititi S.A. (“EMIPA”)

 Non-operating companies:

 Orvana Cyprus Limited

 Orvana Sweden International AB

 Orvana Pacific Minerals Corp.

 Minera El Alto S.A.

 Minera Orvana Peru S.A.

 Clarendon Mining Limited

 Minera Orvana Mexico S.A. de C.V.

 Orvana Sweden AB

(b) Use of estimates

The preparation of financial statements in accordance with Canadian GAAP requires management to make esti-

mates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial state-

ments and the reported amounts of revenues and expenses during the year. Actual results may differ significantly 

from these estimates.

 Accounts which require management to make material estimates in determining amounts recorded include ac-

counts receivable, property, plant and equipment, depreciation and amortization, asset retirement obligations, future 

income taxes, stock based compensation and other accrued liabilities and contingent liabilities.

(c) Revenue recognition

Revenue is recorded in the financial statements when title and risks have passed to the buyer, which occurs on the 

date of export.

(d) Exploration and development expenditures

Property acquisition costs are capitalized. Exploration and development expenditures are expensed until a feasibility 

study has been completed that indicates the property is economically feasible. The Company periodically assesses its 

capitalized exploration and development expenditures for impairment and where there are circumstances indicating 

that an impairment exists, the carrying value of the impaired assets are written down to fair value.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2007 and 2006 (In thousands of United States dollars unless otherwise noted)

(e) Stock-based compensation

The fair value of any stock options granted to directors, officers, consultants and employees is recorded as an expense 

over the vesting period with a corresponding increase recorded to contributed surplus. The fair value of the stock-

based compensation is determined using the Black-Scholes option pricing model and management’s assumptions 

as disclosed in note 6. Upon exercise of the stock options, consideration paid by the option holder together with the 

amount previously recognized in contributed surplus is recorded as an increase to share capital.

(f) Income taxes

Income taxes are calculated using the asset and liability method of tax accounting. Under this method, current in-

come taxes are recognized for the estimated income taxes payable for the current period. Future income tax assets 

and liabilities are determined based on differences between the financial reporting and tax bases of assets and li-

abilities and on unclaimed losses carried forward and are measured using the substantially enacted tax rates that are 

expected to be in effect when the differences are expected to reverse or losses are expected to be utilized. The effect 

on future tax assets and liabilities of a change in tax rate is included in income in the period in which the change is 

substantially enacted. Future tax assets are recorded to recognize tax benefits only to the extent that, based on avail-

able evidence, it is more likely than not that they will be realized.

(g) Earnings per share

Basic earnings per share is computed by dividing net income by the weighted average number of common shares 

outstanding during the year. Diluted earnings per share is computed using the “treasury stock method”. The treasury 

stock method assumes that any “in the money” option proceeds are used to purchase common shares of the Company 

at the average market price during the year.

(h) Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with banks and money market investments with original 

maturities of three months or less and which are readily convertible into cash.

(i) Inventories

Product inventory which consists of gold bullion and gold in circuit is stated at the lower of production cost and net 

realizable value. Cost represents average production cost. Supplies inventory is stated at the lower of average cost and 

replacement cost. 

(j) Property, plant and equipment

Property, plant and equipment, including mine development expenditures, are carried at cost less accumulated de-

preciation and amortization and less any write-downs to recognize impairments. Depreciation and amortization are 

charged to income on a unit-of-production basis over estimated mineral reserves. Properties under development 

include initial acquisition costs and costs incurred subsequent to completion of an economic feasibility study.

 When impairment conditions are identified, reviews of producing properties and properties under development are 

conducted. The carrying values of property, plant and equipment which are not assessed as economically viable are 

written down to fair value, which is determined using a discounted cash flow model.

(k) Asset retirement obligations

The accounting for asset retirement obligations encompasses the accounting for legal obligations associated with the 

retirement of a long-lived tangible asset that results from the acquisition, construction, development and/or normal 

operation of a long-lived asset. The retirement of a long-lived asset is its other than temporary removal from service, 

including its sale, abandonment, recycling or disposal in some other manner.

 The fair value of a liability for an asset retirement obligation is recorded in the period in which it is incurred. When 

the liability is initially recorded, the cost is capitalized by increasing the cost of the related long-lived asset. Changes in 

the liability for an asset retirement obligation resulting from the passage of time and/or revisions to either the tim-

ing or the amount of the original estimate of undiscounted cash flows are recognized in the period of change and the 

related costs are recognized in the period of change or in the period of change and future periods, if the change affects 

more than one period. Over time, the liability is increased to reflect an interest element (accretion expense) considered 
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in the initial measurement of fair value. The capitalized cost is amortized on a unit-of-production basis. Upon settle-

ment of the liability, a gain or loss is recorded if the actual costs incurred are different from the liability recorded.

 It is possible that the Company’s estimates of its asset retirement obligations could change as a result of changes 

in regulations, the extent of environmental remediation required and the means of reclamation or cost estimates. 

Changes in estimates are accounted for prospectively from the period in which these estimates are revised.

(l) Foreign currency translation

The functional currency of the Company is the US dollar. The Company’s foreign operations are classified as inte-

grated for foreign currency translation purposes. Monetary assets and liabilities denominated in foreign currencies 

are translated at the exchange rates in effect at the balance sheet date. Non-monetary items are translated at histori-

cal rates. Revenues and expenses are translated at the average exchange rate during the year with the exception of 

depreciation and amortization which is translated at the historical rate recorded for property, plant and equipment. 

Exchange gains and losses arising on the translation of monetary assets and liabilities are included in the determina-

tion of income for the current period.

(m) Change in accounting policies

On October 1, 2006, the Company adopted CICA Handbook Sections 1530, “Comprehensive Income”, Section 3251 

“Equity”, Section 3855, “Financial Instruments – Recognition and Measurement”, Section 3861, “Financial Instruments  

Disclosure and Presentation” and Section 3865, “Hedges.” Section 1530 establishes standards for reporting and pre-

senting comprehensive income, which is defined as the change in equity from transactions and other events from 

non-owner sources. Other comprehensive income refers to items recognized in comprehensive income that are ex-

cluded from net income calculated in accordance with Canadian generally accepted accounting principles.

 Section 3861 establishes standards for presentation of financial instruments and non-financial derivatives, and 

identifies the information that should be disclosed about them. Under the new standards, policies followed for peri-

ods prior to the effective date generally are not reversed and therefore, the comparative figures have not been restated 

except for the requirement to restate currency translation adjustments as part of other comprehensive income. Sec-

tion 3865 describes when and how hedge accounting can be applied as well as the disclosure requirements. Hedge 

accounting enables the recording of gains, losses, revenues and expenses from derivative financial instruments in the 

same period as for those related to the hedged item.

 Section 3855 prescribes when a financial asset, financial liability or non-financial derivative is to be recognized on 

the balance sheet and at what amount, requiring fair value or cost-based measures under different circumstances. 

Under Section 3855, financial instruments must be classified into one of these five categories: held-for-trading, held-

to-maturity, loans and receivables, available-for-sale financial assets or other financial liabilities. All financial instru-

ments, including derivatives, are measured in the balance sheet at fair value except for loans and receivables, held to 

maturity investments and other financial liabilities which are measured at amortized cost. Subsequent measurement 

and changes in fair value will depend on their initial classification, as follows: held-for-trading financial assets are 

measured at fair value and changes in fair value are recognized in net earnings; available-for-sale financial instru-

ments are measured at fair value with changes in fair value recorded in other comprehensive income until the invest-

ment is derecognized or impaired at which time the amounts would be recorded in net earnings.

 The Company has evaluated the impact of these Handbook sections on its consolidated financial statements and 

determined that no significant adjustments were required on adoption.

(n) Accounting changes

In July 2006, the Accounting Standards Board (“AcSB”) issued a replacement of The Canadian Institute of Chartered 

Accountants’ Handbook (“CICA Handbook”) Section 1506, Accounting Changes. The new standard allows for vol-

untary changes in accounting policy only when they result in the financial statements providing reliable and more 

relevant information, requires changes in accounting policy to be applied retrospectively unless doing so is impracti-

cable, requires prior period errors to be corrected retrospectively and calls for enhanced disclosures about the effects 

of changes in accounting policies, estimates and errors on the financial statements. The impact that the adoption of 

Section 1506 will have on the Company’s results of operations and financial condition will depend on the nature of 

future accounting changes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2007 and 2006 (In thousands of United States dollars unless otherwise noted)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2007 and 2006 (In thousands of United States dollars unless otherwise noted)

(o) Future accounting changes

Capital Disclosures and Financial Instruments – Disclosures and Presentation

 On December 1, 2006, the CICA issued three new accounting standards: Handbook Section 1535, Capital Disclosures, 

Handbook Section 3862, Financial Instruments – Disclosures, and Handbook Section 3863, Financial Instruments 

– Presentation. These standards are effective for interim and annual consolidated financial statements for the Com-

pany’s reporting period beginning on October 1, 2007. 

 Section 1535 specifies the disclosure of (i) an entity’s objectives, policies and processes for managing capital; (ii) 

quantitative data about what the entity regards as capital; (iii) whether the entity has complied with any capital re-

quirements; and (iv) if it has not complied, the consequences of such non-compliance.

 The new Sections 3862 and 3863 replace Handbook Section 3861, Financial Instruments — Disclosure and Presenta-

tion, revising and enhancing its disclosure requirements, and carrying forward unchanged its presentation require-

ments. These new sections place increased emphasis on disclosures about the nature and extent of risks arising from 

financial instruments and how the entity manages those risks.

 The Company is currently assessing the impact of these new accounting standards on its consolidated financial 

statements.

3. Property, plant and equipment

Year ended September 30, 2007 Cost
Accumulated 
amortization

Net carrying 
value

Plant and equipment $ 29,136 $ 15,894 $ 13,242
Construction in process 164 - 1 64
Mineral properties and deferred development costs [note 3(a)(b)] 8,174 4,813 3,361
Asset retirement costs 1,499 766 733
Furniture and equipment 1 1 1 4 1 70

$ 39,084 $ 21,514 $ 17,570

Year ended September 30, 2006 Cost
Accumulated 
amortization

Net carrying 
value

Plant and equipment $ 27,104 $ 10,817 $ 16,287
Construction in process 262 - 262
Mineral properties and deferred development costs [note 3(a)(b)] 7,601 3,640 3,961
Asset retirement costs 1,499 456 1,043
Furniture and equipment 70 20 50

$ 36,536 $ 14,933 $ 21,603

(a) Description of the Don Mario Gold Mine and property 

The Company has a 100% working interest in the Don Mario property comprising eleven mineral concessions located 

in eastern Bolivia. Annual payments aggregating $123 are made to maintain the mining rights and to keep these con-

cessions in good standing. According to the Bolivian Mining Code, mining rights in Bolivia are granted in perpetuity 

and can be lost only if the annual mining rights upon the concession are not being paid (note 10). 

 The Don Mario Mine commenced commercial production on July 1, 2003. Certain of the mineral concessions are 

subject to a 3% net smelter royalty payable to a third party.

(b) Pederson and other exploration properties in Bolivia

The Company holds certain joint venture interests in a number of mineral concessions, located in the Altiplano region 

of Bolivia which, until March 16, 2006, included a 40% joint venture interest in the Pederson property, which covers 

approximately 7,800 hectares. On that date, the Company entered into an agreement to sell its interest in the Peder-

son property to Castillian Resources Corp. (“Castillian”) subject to certain future payments and certain exploration 

spending targets to be met by Castillian within five years. The Company recorded a gain of $160 for the year ended 

September 30, 2006 which was included in interest and other income in the income statement in respect of two pay-

ments made by Castillian. On September 20, 2006, Castillian declared force majeure claiming that local community 
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groups which are opposed to any exploration and mining activities in the area including the Pederson property, have 

prevented Castillian from conducting exploration activities as part of its obligations under the agreement with the 

Company. The Company will record future receipts called for under the agreement if and when they are received. 

 The Pederson and other exploration properties are carried at a nominal amount in the Company’s consolidated 

financial statements and related liabilities and expenses are not material.

4. Asset retirement obligations

The following table summarizes the changes in asset retirement obligations during the fiscal years presented:

Year ended September 30 2007 2006

Balance, October 1 $ 1,828 $ 1,681
Accretion expense 160 147
Balance, September 30 $ 1,988 $ 1,828

Asset retirement obligations relate to the Company’s Don Mario Mine in eastern Bolivia and the dismantling of the 

mine facilities and environmental reclamation of the areas affected by mining operations. Associated long-lived as-

sets include structures and the tailings dam. Environmental reclamation requirements include mine water treat-

ment, reforestation and dealing with soil contamination.

 At September 30, 2007, management estimates that the total undiscounted amount of the estimated cash flows re-

quired to settle the Company’s asset retirement obligations is $2,800. It is expected that this amount will be incurred 

in approximately equal amounts over the years 2010 to 2014. The credit-adjusted, risk-free interest rates used to dis-

count estimated cash flows for liabilities incurred in 2005 and 2004 were 8% and 10%, respectively. Accretion expense 

is recorded using the resulting weighted average credit-adjusted, risk-free interest rate.

5. Share capital

(a) Authorized-unlimited number of common shares

(b) Common shares issued

Number of 
common shares Stated value

Balance, September 30, 2005 1 14,533,1 73 $ 74,731
  Exercise of stock options 350,000 46
  Private placement - Fabulosa Mines Limited [note 5(d)] 350,000 -
Balance, September 30, 2006 and September 30, 2007 1 15,233,1 73 $ 74,777

(c) Stock options

The stated purpose of the Orvana Stock Option Plan (the “Plan”) established in 2006, is to attract, retain and compen-

sate qualified persons as directors, senior officers and employees of, and consultants to, the Company and its subsid-

iaries and affiliates. The Plan is administered by a committee appointed by the Board of Directors. Subject to the terms 

of the Plan the committee may determine, among other things, the number of stock options to be granted to any 

person, the exercise price (which may not be less than the market price, as defined in the Plan, of the Company’s com-

mon shares) and the time or times when options will be exercisable (i.e. any vesting period). The term of stock options 

granted under the Plan may not exceed ten years from the date of grant but generally options are granted for five years 

and vest one third immediately and one-third after each of the first and second anniversaries of the date of grant.

 As at September 30, 2007, the Company has granted 3,376,666 stock options and was authorized to grant stock op-

tions under the Plan for the purchase of up to 5,074,999 additional common shares. Common shares in respect of 

which outstanding options expire unexercised are available for subsequent option grants under the Plan.

 A summary of the stock option transactions for the years ended September 30, 2007 and 2006 is as follows:
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Stock options
Weighted average

exercise price (Cdn$)

Balance, September 30, 2005 4,762,998 1.73
Granted 725,000 0.92
Exercised (350,000) 0.15
Expired (88,000) 8.00
Forfeited (666,666) 0.91
Balance, September 30, 2006 4,383,332 1.72
Granted 500,000 0.63
Expired (923,333) 4.21
Forfeited (583,333) 0.97
Balance, September 30, 2007 3,376,666 1.01

As at September 30, 2007, outstanding and exercisable stock options granted were as follows:

Grant Date
Fair 

Value ($)

Number of
non-vested 

options
Number of 

vested options
Exercised 

price (Cdn$) Expiry date

April 2, 2005 (a) 253 - 566,666 1.00 December 4, 2007
March 31, 1998 - 294,999 1.75 March 31, 2008
May 12, 2006 (b) 19 - 41,667 1.05 April 5, 2008
July 5, 2006 (c) 24 - 58,334 0.91 May 9, 2008
December 8, 1998 - 65,000 1.00 December 8, 2008
April 1, 2005 (d) 471 - 1 ,025,000 1.03 April 1, 2010
June 30, 2005 (e) 210 - 470,000 1.00 June 30, 2010
September 26, 2005 (f) 16 - 30,000 1.20 September 26, 2010
June 23, 2006 (g) 129 91,666 233,334 0.89 June 23, 201 1
December 14, 2006 (h) 99 233,333 116,667 0.60 December 14, 201 1
August 9, 2007 (i) 55 100,000 50,000 0.69 August 8, 2012

1,276 424,999 2,951,667

Total vested and non-vested stock options 3,376,666

Stock options have been expensed as follows:

Cumulative expense to 
September 30, 2007 Remainder to be expensed 

Total stock option 
compensation

(a) $ 253 $ - $ 253
(b) 19 - 19
(c) 24 - 24
(d) 471 - 471
(e) 210 - 210
(f) 1 6 - 16
(g) 120 9 129
(h) 82 17 99
(i) 25 30 55

$ 1,220 $ 56 $ 1,276
Expired options 134 - 134

$ 1,354 $ 56 $ 1,410
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(d) Controlling shareholder’s rights

Under a share acquisition agreement dated January 11, 2002, Fabulosa Mines Limited, the Company’s controlling 

shareholder, has the right to receive common shares of the Company at no additional cost, on a one-for-one basis, for 

each common share issued by the Company as a result of the exercise of stock options outstanding on the date of the 

agreement. At September 30, 2007, the number of options to which this right relates includes 294,999 options exercis-

able at Cdn. $1.75 expiring March 31, 2008 and 65,000 exercisable at Cdn. $1.00 expiring December 8, 2008.

6. Stock-based compensation

The Company’s stock option plan is described in note 5(c). The Company uses the fair value method of accounting 

and during fiscal 2007, recognized stock based compensation expense of $219 which was offset by a credit to income 

of $375 in respect of unvested stock options forfeited by departing officers and directors, resulting in a net credit of 

$156 (fiscal 2006 - a charge of $502).

 The fair value of each option grant in fiscal 2007 and fiscal 2006 was estimated using the Black Scholes option-pric-

ing model with the following weighted average assumptions:

Risk-free interest rate: 4.0% - 4.5%
Expected life in years: 4 to 5
Expected volatility: 60% - 70%
Expected dividend yield: 0%

7. Income taxes

(a) The components of the provision for income taxes are as follows:

Year ended September 30 2007 2006

Current income taxes
  Canada $ 70 $ -
  Foreign 7,965 6,720

8,035 6,720
Future income taxes:
  Canada - -
  Foreign (234) (73)
Provision for income taxes $ 7,801 $ 6,647

(b) The reconciliation of the combined Canadian federal and provincial statutory income tax rate to the 

effective income tax rate is as follows:

Year ended September 30 2007 2006

Income before provision for income taxes $ 33,824 $ 22,329
Income tax provision at the combined Canadian -
Federal and provincial statutory rates of 32.5% (33.0% in 2006) 10,993 7,369
Effect of differences in foreign tax rates (2,370) (2,039)
Stock-based compensation (51) 1 66
Non-deductible items 43 1 58
Non-taxable income - (151)
Valuation allowance - current year tax losses 372 1,474
Special tax deduction on exploration expenditures (512) (330)
Foreign exchange loss available for tax in a foreign subsidiary (373) -
Prior years’ expenses not previously deducted for tax (301) -
Provision for income taxes $ 7,801 $ 6,647
Effective tax rate 23.1% 29.8%
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At September 30, 2007, the Company has available non-capital loss carry-forwards for Canadian tax purposes at cur-

rent rates of exchange with expiry as follows:

 

2008 $ 1,055
2009 464
2010 406
2014 536
2015 1,414
2016 3,857
2017 1,144

$ 8,876

(c) The Company’s future income tax assets are as follows:

Year ended September 30 2007 2006

Non-capital losses carried forward - net future income tax asset $ 2,885 $ 2,786
Valuation allowance (2,885) (2,786)
Net future income tax asset $ - $ -

The Company has recorded a valuation allowance in respect of its Canadian losses in the amount of $2,885 at Septem-

ber 30, 2007 (2006 - $2,786) because management believes that the future income tax assets in respect of such losses 

are unlikely to be realized in the carry-forward period. At September 30, 2007, a net future tax recovery of $nil (2006 

- $234) is recorded in respect of other timing differences relating to Bolivian income taxes. For additional information 

concerning income taxes refer to subsequent event note 11.

8. Earnings per share

Year ended September 30 2007 2006

Earnings available to common stockholders and on assumed conversions $ 26,023 $ 15,682
Weighted average shares outstanding - basic 1 15 ,233,1 73 114,918,214
Dilutive stock options 40,726 177,584
Controlling shareholder’s rights on exercise of stock options [note 5(d)] - 132,984
Weighted average shares outstanding - diluted 115,273,899 115,228,782

Basic earnings per share is computed by dividing net income (the numerator) by the weighted average number of 

outstanding common shares for the year (the denominator).  In computing diluted earnings per share, an adjustment 

is made for the dilutive effect of outstanding stock options and other convertible instruments.
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9. Segmented information

The Company primarily operates in one reportable operating segment, being the exploration, development and com-

mercial production of mineral properties in Bolivia. The company has administrative offices in Toronto, Canada, 

Stockholm, Sweden and Nicosia, Cyprus.  Geographical information is as follows:

As at September 30, 2007 Gold Sales
Cash and cash 

equivalents
Property, plant 
and equipment Other assets Total assets

Bolivia $ 55,920 $ 3,307 $ 17,470 $ 7,493 $ 28,270
Canada - 14,868 100 412 15,380
Sweden - 37,409 - 1 1 37,420
Cyprus - 83 - - 83

$ 55,920 $ 55,667 $ 17,570 $ 7,916 $ 81,153

 

As at September 30, 2006 Gold Sales
Cash and cash 

equivalents
Property, plant 
and equipment Other assets Total assets

Bolivia $ 44,875 $ 2,682 $ 21,522 $ 6,064 $ 30,268
Canada - 1,250 3 1 343 1,674
Sweden - 22,918 - - 22,918

$ 44,875 $ 26,850 $ 21,603 $ 6,407 $ 54,860

10. Commitments and Contingencies

The Company’s mining and exploration activities are subject to various government laws and regulations relating 

to the protection of the environment. These environmental regulations are continually changing and generally be-

coming more restrictive. The Company records provisions for asset retirement obligations based on management’s 

estimate of such costs. These estimates are, however, subject to changes in laws and regulations.

 The mining concessions on which the Company is actively pursuing its exploration and development activities are 

all located in eastern Bolivia. As a result, the Company is subject to certain risks, including currency fluctuations and 

possible political or economic instability in Bolivia, which may result in the impairment or loss of mineral conces-

sions or other mineral rights. Any changes in laws or regulations, including possible changes to the Bolivian Mining 

Code, or shifts in political attitudes are beyond the control of the Company and may adversely affect its business.

11. Subsequent Events

On November 23, 2007, the Bolivian Congress approved legislation amending the country’s mining and income tax 

laws. Under Bolivia’s constitution, the tax changes become effective on a prospective basis from the date of their en-

actment which is expected to be in the next 60 days. The tax increases take two forms:

(a) An income tax rate increase from 25% to 37.5%.

(b) A new tax, to be called Regalia Minera (“Mining Royalty”) – the Mining Royalty tax, calculated as a percentage of 

the gross invoice value of metals exported, will be payable in addition to income tax. The Mining Royalty tax rate 

will be a function of the particular metal and its market price. For gold, the rate will range from a minimum of 4%, 

at a gold price of $400, to a maximum of 7%, at a gold price of $700 or more. The Mining Royalty will be deductible 

in determining income taxes.

 If the new tax laws had been in effect throughout the year ended September 30, 2007, net income for the year would 

have been reduced by $6,254 ($0.06 per share) to $19,769 ($0.17 per share).

 On November 24, 2007, the Constituent Assembly of Bolivia approved the new constitutional draft in principle.  The 

proposed new constitution, if implemented as currently drafted, could have adverse implications for the Company due 

to, among other things, increased powers that the Bolivian government would have under the constitution to control 

the commercialization of minerals.

12. Comparative Information

Certain comparative figures have been reclassified to conform with current year financial statement presentation.
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