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Overview

Orvana Minerals is a proven gold producer with significant growth opportuni-

ties and a strong balance sheet. Orvana owns and operates the Don Mario Mine 

in Eastern Bolivia and is developing two other promising assets: the recently ac-

quired, advanced-stage El Valle-Boinás/Carlés gold-copper project in Northern 

Spain and the Copperwood copper project in the State of Michigan.

Orvana’s goal is to grow and diversify its portfolio of precious and selected base 

metals assets. With a growing pipeline of promising mineral assets and an expe-

rienced management team, Orvana is poised to become a multi-mine gold and 

copper producer.

Forward-Looking Statements 

Certain statements in this annual report constitute 
forward-looking statements or forward-looking informa-
tion within the meaning of applicable securities laws 
(“forward-looking statements”). Forward-looking state-
ments relate to, among other things, all aspects of the 
future development of the Company’s mineral projects 
and their potential operation and production. Forward-
looking statements are necessarily based upon a number 
of estimates and assumptions, including the anticipated 
production of the Company’s mineral projects and the 
timing and costs thereof. While the Company considers 
these to be reasonable as of the date of such statements, 
they are inherently subject to significant uncertainties and 
contingencies. A variety of factors affect the operations 
and results of the Company and its business, and could 
cause actual events or results to differ materially from 
those expressed or implied by forward looking statements. 
These include risks with respect to the Company’s ability 
to obtain and maintain required approvals and licenses, 
risks generally associated with mineral exploration and de-
velopment and the other risks identified in the Company’s 
Annual Information Form. Readers are cautioned not to 
put undue reliance on forward-looking statements.
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2010  
Accomplishments

Fiscal 2003 - 2009 

 » Don Mario Mine, Bolivia

 » 420,000 ounces gold

 » Low cash cost

Fiscal 2010 - 2013 

PRODUCTION PLAN (FISCAL YEAR SEPTEMBER 30)

THREE COUNTRIES:

 » Spain (target FY 2011)

 » Bolivia (extended mine life)

 » US (target FY 2014)

THREE METALS:

 » Gold (Spain, Bolivia)

 » Copper (Spain, Bolivia, US)

 » Silver (Spain, Bolivia, US)

 » New NI 43-101-compliant resources defined at El Valle-
Boinás Carlés (“EVBC”) gold-copper-silver deposit in Spain 
which led to NI 43-101-compliant reserve and cash flow fore-
cast outlining a mine life of over seven years to produce aver-
age annual output of over 105,000 ounces of gold and 8.6 
million pounds of copper.

 » Entered into a US$ 50 million five-year term loan with Credit 
Suisse to finance the Spanish project.

 » Received Spanish government support in grants of almost 

¤5 million for this project.

 » Produced over 27,000 ounces of gold and generated cash flow  
from Las Tojas deposit, in Bolivia, while the Upper Miner-
alized Zone (“UMZ”) copper-gold-silver deposit was being 
developed.

 » Upgraded and expanded mill in Bolivia to process the UMZ 
ore at a capital cost of less than $20 million, with initial 
start-up early in 2011. In prior years, $10 million was spent 
on additional diesel generators, a new ball mill and other 
capital improvements.

 » Completed NI 43-101-compliant reserve and cash flow fore-
cast outlining a UMZ mine life of over ten years, with an av-
erage annual production of 14.5 million pounds of copper, 
14,400 ounces of gold and 460,000 ounces of silver.

 » NI 43-101-compliant resource outlined at Copperwood, in 
Michigan, leading to a preliminary economic assessment of a 
twelve-year mine life with an average annual production of over 
44 million pounds of copper and 100,000 ounces of silver.

 » Improved investor relations with research coverage initiated 
and numerous investor meetings in Toronto, Montreal, Van-
couver, U.K. and Sweden resulting in expanded shareholder 
base and improved trading volumes.

COPPERWOOD

Upper Peninsula, Michigan

DON MARIO

Eastern Bolivia

EL VALLE-BOINÁS CARLÉS

Northern Spain
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2010 2009 2008 2007 2006

Financial Highlights

Revenue $ 32,344 $ 56,005 $  69,064 $  55,920 $  44,875 

Net (loss) income  (2,431)  13,400  25,707  26,023  15,682 

Cashflow from operating activities  (8,644)  19,631  41,212  31,488  24,724 

Cash and equivalents  12,700  58,036  91,041  55,667  26,850 

Long-term debt (including  
  obligations under capital leases)  5,104  4,144  4,245  -    -   

Shareholders' equity  109,402  110,367  96,862  70,956  45,089 

Earnings per share - basic and  
  diluted $ (0.02) $ 0.12 $ 0.22 $ 0.23 $ 0.14 

Operating Highlights

Gold production  (ounces)  27,751  62,644  79,604  86,381  80,028 

Gold sold (ounces)  28,341  63,230  79,813  86,322  79,621 

Average gold price realized per    
  ounce $  1,141.24 $ 885.74 $ 865.33 $ 647.81 $ 563.61 

Total cash costs per ounce $  784.16 $ 339.60 $ 240.63 $ 156.53 $ 139.43 

Financial &
Operating Highlights
Annual report for the year ended September 30, 2010 (in thousands of US dollars, except per share data)

Don Mario Gold Production

For the years ended September 30, (Fine Troy Ounces)

Average Gold Prices Realized

US$
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iscal 2010 continued to be a 
transformational year for Orvana, 
with the near depletion of the 

Don Mario Las Tojas open pit gold 
deposit and the completion and ex-
pansion of the mill to enable pro-
cessing of ore from the Upper 

Mineralized Zone (“UMZ”) in Bolivia. 
Orvana has also worked diligently to-
wards the development of the El Val-

le-Boinás/Carlés (“EVBC”) gold-copper project in 
Spain and has been steadily advancing its Copper-
wood copper project in the State of Michigan.

2010 was also a year of management change, with 
the addition of Roland Horst as Chief Executive Of-
ficer in March, who brought with him a focus on ad-
ministration, legal, investor relations, financing and 
business development. Carlos Mirabal continues as 
President and Chief Operating Officer to focus his 
strengths and expertise on our mining operations 
and mine development. 

We proudly move into 2011 poised to be a multi-
project producer with both the UMZ in Bolivia and 
EVBC in Spain moving into production. 

I would like to take this opportunity to thank all 
directors and management for their dedicated 
service and also welcome Jorge Szasz who joined 
the board in February 2010.

Your board of directors is very committed and en-
thusiastic about the future of Orvana. We are fully 
engaged with management in building Orvana and 
adhere to strong corporate governance practices.

We remain focused on building long-term value for 
our shareholders.

Kent Jespersen

Chairman  
December 2010

Chairman’s Letter 
to Shareholders
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n March 2010, 
I was very pleased 
to join Orvana and 
its excellent man-
agement group 
led by Carlos Mi-
rabal, who con-
tinues as Presi-

dent and Chief 
Operating Officer. We are 
pleased to jointly bring you 
this shareholders’ message 
regarding the substantial ac-
complishments of Orvana in 
fiscal 2010.

Orvana Team

The Orvana management group is a strong one with 
a very experienced VP and CFO (Malcolm King) and 
VP Corporate Development (Dr. Bill Williams), who 
recently has also taken on the position of President 
of Orvana Resources US Corp. We have also been 
fortunate in having key management groups at 
our gold-copper-silver operation in Spain, El Valle-
Boinás/Carlés (“EVBC”) and mining operation in 
Bolivia under the direction of Carlos. Earlier in 2010, 
the Spanish team was led by Don Gray, VP Mining 
and Fernando Fernandez, Director Manager and 
thanks to both for their valuable contributions. Since 
September, this team has been led by a new Director 
Manager, Agne Ahlenius, who continues to make 
excellent progress toward a start-up in the spring 
of 2011. In Bolivia, the very experienced mining/
processing team continues to outperform under the 
leadership of our General Manager, Zenon Bellido 
as the transformation from the small Las Tojas gold 
open pit mine to the new UMZ major copper-gold-
silver mine to be processed in an expanded modi-
fied mill which nears completion.

Accomplishments

Fiscal 2010 was a year of significant accomplish-
ments for Orvana:

 » New NI 43-101-compliant resources defined at 
Spanish EVBC gold-copper-silver deposit led 
to an NI 43-101-compliant reserve and cash 
flow forecast outlining a mine life of over seven 
years to produce average annual output of 
over 105,000 ounces of gold and 8.6 million 
pounds of copper.

 »  Based on the NI 43-101-compliant reserve re-
port, a US$ 50 million five-year term loan was 
completed with Credit Suisse to finance the 
Spanish EVBC project. Currently, over $35 mil-
lion has been spent of the $70 million expected 
capex with start-up planned for spring 2011. 
We were also thankful for Spanish government 
support of a grant of almost 5 million Euros for 
this project.

 »  In Bolivia, we mined the Las Tojas low grade 
open pit gold deposit successfully to produce 
over 27,000 ounces, generating cash flow 
while the UMZ copper-gold-silver deposit was 
being developed.

 »  We substantially completed the upgraded and 
expanded mill in Bolivia to process the UMZ 
ore at a capital cost of less than $20 million, 
with initial start-up early in 2011. In prior 
years, $10 million was spent on additional 
diesel generators, a new ball mill and other 
capital improvements.

 » Completion of the NI 43-101-compliant reserve 
and cash flow forecast outlined a UMZ mine 
life of over 9 years, with an average annual 
production of 14.5 million pounds of copper, 
14,400 ounces of gold and 460,000 ounces 
of silver.

CEO & President’s 
Message to Shareholders

Roland Horst 
Chief Executive Officer 

Carlos Mirabal 
President and Chief 
Operating Officer  
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 » In Michigan, at Copperwood, a new NI 43-101-compliant 
resource was outlined, which led to a Preliminary Eco-
nomic Assessment of a ten-year mine life with average an-
nual production of over 44 million pounds of copper and 
100,000 ounces of silver. Additional mineral rights and 
surface land were acquired and drilling restarted to identify 
additional resources.

 »  On the administrative front, we settled outstanding litiga-
tion related to our acquisition of Kinbauri Gold Corp. last 
year at a minimal cost, strengthened our financial staff, 
moved into a new head office and improved our financial 
control and IT areas.

 »  Fiscal 2010 was also a year of vastly improved investor 
relations with Bill Williams playing a key role, along with 
our investor relations consultant Natalie Frame. Research 
coverage was initiated and numerous investor meetings in 
Toronto, Montreal, Vancouver, U.K. and Sweden expanded 
our shareholder base and improved trading volumes.

As a result of all of the above efforts by the Orvana team along 
with improved commodity prices, shareholders benefited from 
a share appreciation of about 300% in fiscal 2010.

Outlook

Fiscal 2011 is expected to be a year of significant earnings and 
cash flow as the Bolivian UMZ mine comes on stream early in 
2011 and the Spanish EVBC project in the spring of 2011.

All aspects of the planned Copperwood mine will be optimized 
and presented in a pre-feasibility study. The mine permit ap-
plication will also be submitted.

Orvana is well financed with a $50 million credit facility and 
intends to use its cash flow and credit facilities to search out 
other acquisition opportunities in geographically secure areas 
in the Americas and/or Europe. The ideal candidate would be 
primarily a gold producer or near producer capable of produc-
ing over 50,000 ounces per annum.

In conclusion, we are very excited about not only the potential 
of Orvana’s existing assets in Spain, Bolivia and Michigan, but 
also the opportunities for growth through acquisitions. We will 
continue to seek ways to maximize the return to shareholders 
and thank you for your continued support.

Roland Horst

Chief Executive Officer 

Carlos Mirabal

President and Chief Operating Officer  
December 2010
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Review of 
Operations

El Valle-Boinás/Carlés

Overview
In September 2009, Orvana acquired the EVBC 
mine through its acquisition of Kinbauri Gold Corp. 
The EVBC mine is located in the Rio Narcea Gold 
Belt of northern Spain and was previously mined 
from 1997 to 2006 by Rio Narcea Gold Mines. Rio 
Narcea produced approximately 950,000 ounces of 
gold and over 20,000 tonnes of copper prior to the 
closure of the mine. 

In July 2010, Orvana reported the results of an NI 
43-101-compliant reserve and cash-flow forecast, 
outlining a seven-year mine life expected to produce 
105,000 ounces of gold and 8.6 million pounds of 
copper annually. 

Production at EVBC is targeted for the spring of 2011. 
Based on the NI 43-101-compliant reserve report, a 
US$50 million five-year term loan was entered into 
with Credit Suisse subsequent to the fiscal year end, 
to primarily finance the development of the EVBC 
project. As of October 2010, a little more than 50% 
has been spent of the US$70 million budgeted pre-
production capital expenditures.

The property has a mill with a capacity to treat up 
to 2,000 tonnes per day and includes a primary 
crusher, SAG and ball mills, pebble crusher, flota-
tion cells, concentrate thickener and filtration, 

THE EVBC PROJECT is located in the Rio Narcea 

Gold Belt in Northern Spain. First mined 

by the Romans, this area was explored by 

various companies during the late twentieth 

century and mined between 1997 and 2006, 

producing about 950,000 ounces gold and 

20,000 tonnes copper.
SPAIN

gravity circuit, carbon-in-leach circuit, 
cyanide destruction, carbon regeneration, 

elution electro-winning, calcining and smelting, 
reagent preparation and water recovery. Auxiliary 
facilities include offices, warehouses, maintenance 
shops, change houses, and a sample preparation 
and fire assay laboratory. The portals and haulage 
ramps have been improved in order to facilitate 
ingress and egress to the ore-bearing working faces. 
The work to complete a 400-metre deep shaft has 
been initiated.

Experienced personnel are in place to carry out the 
Company’s plans to develop the El Valle project, 
including a number who have had direct experience 
in the Rio Narcea Gold Belt and the El Valle-Boinás 
operation. 
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IN SEPTEMBER 2009, Orvana acquired 

Kinbauri Gold Corp. for the EVBC 

Project, which is an excellent fit with 

Orvana’s strategic growth plans and its 

experience bringing underground mines 

into production. Orvana has developed 

a mine plan and is conducting a drilling 

program to continue to add resources. 

The project has a plant and a mill with 

2,000 tonnes per day capacity as well as 

extensive infrastructure.

Resource/Reserve
An update of the resource estimate was completed in April of 
2010. The “Technical Report for the El Valle, Carlés, La Brueva, 
and Godan Gold Deposits, Rio Narcea Gold Belt, Asturias, Spain” 
dated April 19, 2010, by Ore Reserves Engineering of Lakewood, 
CO was completed under the supervision of Alan C. Noble, 
P.E. a qualified person independent of the Company within the 
meaning of NI 43-101. In the same period, a “Technical Report on 
the Boinás and Carlés Gold Mines, Asturias, Spain” dated April 
30, 2010, prepared by Adam Wheeler, Robert Dowdell and Alan 
Noble, P.E., all of whom are qualified persons, independent of 
the Company within the meaning of NI 43-101, was completed. 
This report stated reserves and developed a conceptual seven-
year mine plan for the project. The following table includes the 
estimated reserves and resources from these technical reports:

(1) NI 43-101-compliant Technical Report on the Boinás and Carlés Gold Mines (A. Wheeler, B. Dowdell, A. Noble) dated April 30, 2010.

(2) NI 43-101-compliant Technical Report on EVBC (A. Noble, P.E.) dated  April 19, 2010.

(3) Resources Include reserves. Mineral resources that are not mineral reserves do not have a demonstrated economic viability.

Au Au Cu Cu

Million tonnes g/t Ounces % Tonnes

Proven Reserves (1) 1.3 4.1 172,000 0.90 11,800

Probable Reserves 3.4 5.7 612,000 0.68 22,700

Total Reserves 4.7 5.2 784,000 0.74 34,500

Measured Resources (2)(3) 2.1 4.1 271,000 0.80 16,500

Indicated Resources 5.3 5.5 930,000 0.60 32,000

Total Measured & Indicated 7.3 5.1 1,201,000 0.65 48,500

Inferred Resources 9.5 4.9 1,478,000 0.40 36,500
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Don Mario

Overview
The Don Mario district had three main 
mineral deposits of which the largest was the Don 
Mario Lower Mineralized Zone (“LMZ”) a low-cost 
gold mine. The LMZ was depleted in the fourth 
quarter of fiscal 2009 after producing more than 
420,000 ounces of gold. The second, lower-grade, 
Las Tojas gold deposit, commenced production in 
August 2009 and is expected to be depleted in early 
2011. During fiscal 2010, over 27,000 ounces of gold 
were produced from Las Tojas. The third deposit is 
the UMZ open-pit copper-gold-silver deposit. The 
production is targeted to start up in early 2011, after 
the depletion of the Las Tojas deposit. Resources 
were identified that support a nine-year mine life.

The LMZ was mined by underground mining 
methods. Las Tojas has been and the UMZ will be 

THE DON MARIO DISTRICT is located in Eastern 

Bolivia, near the Brazilian border. It includes 

three proximate mineral deposits: the Lower 

Mineralized Zone depleted in 2009; the lower-

grade Las Tojas deposit and the Upper Mineral-

ized Zone.
BOLIVIA

mined by open-pit methods. The existing mill 
and other infrastructure are being utilized for 

the processing of the Las Tojas deposit. Facilities 
to accommodate the leach-precipitation-flotation 
process are expected to be completed in early 2011 
and will be used to process the UMZ material.

The Don Mario mill was based on a closed-circuit 
SAG milling and a typical carbon-in-column/carbon-
in-leach operation and associated infrastructure. 
During fiscal 2009, the Company added a ball mill 
and auxiliary equipment to increase the throughput 
capacity of the mill from approximately 750 tonnes 
per day to its current throughput capacity of ap-
proximately 2,000 tonnes per day. The expansion 
of milling capacity has enabled the mill to process 
more tonnes per day of the lower-grade Las Tojas 
deposit. Once the Las Tojas deposit has been de-

Review of 
Operations
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IN MAY 2009, the board 

approved development of the 

UMZ. The UMZ mine plan 

contemplates a flotation plant 

with a mill throughput of 

1,700 tonnes per day over a 

nine-year mine life. The goal is 

to achieve production in early 

2011. The UMZ comprises a 

small hill devoid of vegetation 

that overlies the LMZ.

pleted, the Company intends to operate the existing crushing and grinding plant at a throughput rate of approximately 1,700 tonnes per 
day to feed the UMZ mineralization to the new leach-precipitation-flotation plant.

Reserves/Resources 
In August, 2010 a “Technical Report on the Don Mario Upper Mineralized Zone Project, Eastern Bolivia”, being a reserve statement 
and description of the planned mine operations for the UMZ was prepared by Gino Zandonai and Roshan Bhappu, each of whom is 
a qualified person, independent of the Company within the meaning of NI 43-101, and W.C. (Bill) Williams, who is a qualified person 
and is not independent of the Company. The UMZ Technical Report provided an updated NI 43-101-compliant estimate of the UMZ’s 
proven and probable reserves as well as measured, indicated and inferred resources, as summarized below. 

(1) Source: Zandonai, Bhappu, and Williams, August 20, 2010 NI 43-101 compliant Technical Report.

(2) Resources include reserves. Mineral resources that are not mineral reserves do not have a demonstrated economic viability.

Cu Au Ag

Million tonnes % g/t g/t

Proven Reserves (1) 2.5 1.48 1.5 49

Probable Reserves 3.2 1.47 1.4 43

Total Reserves 5.7 1.47 1.4 45

Measured Resources (1)(2) 2.7 1.37 1.3 45

Indicated Resources 3.7 1.32 1.3 39

Total Measured & Indicated 6.4 1.34 1.3 41

Inferred Resources 0.3 1.49 1.2 38
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Copperwood Project

Overview
Orvana acquired the Copperwood project in 2008 
by entering into 20-year mineral leases covering 712 
hectares within the Western Syncline in the Upper 
Peninsula of the State of Michigan. In September 
2010, the Company entered into a 30-year mineral 
lease agreement on 226 hectares east of and adja-
cent to the Copperwood mineral leases obtained in 
2008. In August 2010, Orvana purchased the sur-

THE COPPERWOOD PROJECT is located within 

the Western Syncline in the Upper Peninsula 

of the State of Michigan, bordering Lake 

Superior. It is approximately 30 kilometres 

west of the former White Pine Mine that pro-

duced more than 1.7 million tonnes of copper 

between 1953 and 1996.

MICHIGAN

face rights that correspond 
to the aforementioned 30-year 

mineral lease, as well as approxi-
mately 480 hectares, in order to provide alternatives 
for infrastructure and access. 

In September 2010, an NI 43-101 compliant Pre-
liminary Economic Assessment (“PEA”) of the Cop-
perwood Project was completed based on a ten-year 
underground operation. Based on the results of the 
PEA, KD Engineering of Tucson, Arizona was retained 
to supervise the pursuit of these opportunities and 
move the project forward to prefeasibility. Orvana 
plans to submit a mine-permit application to the 
State of Michigan during the spring of 2011.

Review of 
Operations
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A “Technical Report on Copperwood Project, Michigan, USA” dated April 30, 2010, by AMEC E & C Services Inc. of Phoenix, Az., was 
completed under the supervision of Greg Kulla, P.Geo. and Harry Parker, P.Geo. each of whom is a qualified person, independent 
of the Company within the meaning of NI 43-101. Further to this report, the Company announced on December 14, 2010, resource 
estimates from deposits proximal to Copperwood. These deposits are referred to as Copperwood S6, which is east of and adjacent 
to Copperwood, and Copperwood Satellites. These estimates were prepared by AMEC E & C Services Inc. of Phoenix, Az., under the 
supervision of Greg Kulla, P.Geo. and David Thomas, P.Geo. each of whom is a qualified person, independent of the Company within 
the meaning of NI 43-101. The resources are summarized in the table below. 

(1) Source: AMEC E & C Services Inc., Phoenix, AZ, G. Kulla and H. Parker, April 30, 2010, NI 43-101 compliant Technical Report.

(2) Source: AMEC E & C Services Inc., Phoenix, AZ, G. Kulla and D. Thomas, NI 43-101 Technical Report pending.

(3) Mineral resources that are not mineral reserves do not have a demonstrated economic viability.

Cu Cu

Million tonnes % Million lbs

Measured Resources (Copperwood) (1)(3) 14.2 1.93 600

Indicated Resources (Copperwood) (1)(3) 5.3 1.69 198

Indicated Resources (Copperwood S6) (2)(3) 8.4 1.42 264

Indicated Resources (Copperwood Satellites) (2)(3) 25.0 1.40 771

Total M & I 52.9 1.59 1,833

Inferred Resources (Copperwood) (1)(3) 3.3 1.49 107

Inferred Resources (Copperwood S6) (2)(3) 0.5 1.29 13

Inferred Resources (Copperwood Satellites) (2)(3) 36.1 1.30 1,033

Total Inferred 39.9 1.32 1,153

Legend

Indicated 

Inferred

Indicated Mineral 
Resource

Contour of 5 feet  
thickness

Orvana Option/Lease 
Areas/Western Syncline 
Boundary 

Scale 1:75000

-2000 0 2000

NORTH



12  Orvana Minerals Corp.

rvana is committed to devel-
oping and operating its proj-

ects, including reclamation 
efforts, in full compliance 
with recognized internation-
al and local environmental 
and safety standards. In fur-

therance of this commitment, 
Orvana regularly implements 

programs to protect and enhance 
natural habitats and sensitive species, reforest areas 
previously mined and establish water sources for 
wildlife and to protect the safety of our employees.

In addition, Orvana is committed to the social 
development and well-being of the communities in 
which it operates. To this end, Orvana continues to 
support, financially and otherwise, local community 
endeavours associated with these objectives. 

At the Don Mario Mine, the Company is actively 
involved in the areas of education, sanitation, pur-
chasing of local goods and services and generally 
working with communities to contribute to and to 
improve their standard of living. Orvana’s subsid-
iary EMIPA, has renewed its support of $660,000 
to the local communities for the next five years. 
Projects supported by Orvana include supervision 
of and financial support for community develop-
ment such as utilities and parks; education and 
information technology; cultural events; community 
business development initiatives; and maintenance 
of community roads.

In support of the social and economic well-being 
of the communities located near the Copperwood 
project, Orvana annually awards four scholarships 

Our  
Stewardship

to high school students to further their education at 
the university level. In addition, Orvana has made 
contributions to the local fire departments for the 
purchase of equipment.

The Company is establishing the same strong rela-
tionships with the local communities and authorities 
in the vicinity of the EVBC project as it has in the other 
communities in which it operates mining projects.

Orvana is committed to continually improving its 
approach to safety and the Company maintains 
health and workplace safety programs at each of the 
mine sites. Comprehensive training programs for 
mine and mill operations take place on an ongoing 
basis, to ensure that safety goals and optimal safety 
standards are achieved.

Regular mine inspections are performed by rep-
resentatives from the mine operations, planning 
and safety departments. These inspections review 
current conditions and implement corrective action 
on potential safety issues that arise as mine devel-
opment progresses. The Company has also hired 
external service providers to support the Company 
in risk assessment, training and work environment 
monitoring. The Company maintains health and 
safety metrics to track performance over time includ-
ing Lost Time Injury Frequency Rates and Lost Time 
Injury Severity Rates. During the past year, significant 
improvements were experienced in both frequency 
and severity indices at the Don Mario Mine.

In addition, to further these commitments, the 
Company has set up a new Safety, Health and En-
vironment committee of the board of directors to 
provide oversight in these important areas.
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his management’s discus-
sion and analysis (“MD&A”) 
of results of operations and 

financial condition of Orvana Miner-
als Corp. (“Orvana” or the “Com-
pany”) was prepared on December 
10, 2010 (the “Report Date”) and 
describes the operating and financial 

results of the Company for the 
year ended September 30, 2010. 

The MD&A should be read in conjunction with 
Orvana’s audited consolidated financial statements 
and related notes for the fiscal year ended Septem-
ber 30, 2010. The Company prepares its financial 
statements and MD&A in accordance with Canadian 
generally accepted accounting principles (“GAAP”). 
In this MD&A, all dollar amounts (except per unit 
amounts) are in thousands of United States dollars 
unless otherwise stated and gold production, in fine 
troy ounces, is referred to as “ounces”.

Throughout this MD&A, the Company has also 
used certain non-GAAP measures, including direct 
mine operating costs, cash operating costs, total 
cash costs and total production costs, and related 
unit cost information, 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 measures of 
performance prepared in accordance with Canadian 
GAAP do not fully illustrate the ability of its operating 
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 indicative of cost 
of sales as determined under Canadian GAAP. Cash 
costs are determined in accordance with the former 
Gold Institute’s Production Cost Standard.

Certain statements in this MD&A 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, projec-
tions, objectives, assumptions, potentials, future 
events or performance (often, but not always, using 
words or phrases such as “believes”, “expects” 
“plans”, “estimates” or “intends” or stating that 
certain actions, events or results “may”, “could”, 
“would”, “might”, “will” or “are projected to” be 
taken or achieved) are not statements of historical 
fact, but are forward-looking statements.

Forward-looking statements relate to, among other 
things, all aspects of the development of the Upper 
Mineralized Zone (“UMZ”) at the Don Mario Mine 
in Bolivia, the El Valle-Boinás/Carlés (“EVBC”) proj-
ect in Spain and the Copperwood project in Michi-
gan and their potential operations and production; 
the outcome and timing of decisions with respect 
to whether and how to proceed with such develop-
ment and production; the timing and outcome of 
any such development and production; estimates 
of future capital expenditures; mineral resource 
estimates; estimates of permitting time lines; state-
ments and information regarding future feasibil-
ity studies and their results; production forecasts; 
future transactions; future gold, copper and silver 
prices; the ability to achieve additional growth and 
geographic diversification; future production costs; 
future financial performance, including the ability 
to increase cash flow and profits; future financing 
requirements; and mine development plans.

Forward-looking statements are necessarily based 
upon a number of estimates and assumptions that, 
while considered reasonable by the Company as of 
the date of such statements, are inherently subject 
to significant business, economic and competitive 
uncertainties and contingencies. The estimates and 

Management’s Discussion 
and Analysis
For the year ended September 30, 2010 
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Management’s Discussion and Analysis (continued)

assumptions of the Company contained or incorporated by reference in this MD&A, which may prove to be incorrect, include, but 
are not limited to, the various assumptions set forth herein or as otherwise expressly incorporated herein by reference as well as: 
there being no significant disruptions affecting operations, whether due to labour disruptions, supply disruptions, power disruptions, 
damage to equipment or otherwise; permitting, development, operations, expansion and acquisitions at the UMZ, and the EVBC proj-
ect and the Copperwood project being consistent with the Company’s current expectations; political developments in any jurisdiction 
in which the Company operates being consistent with its current expectations; certain price assumptions for gold, copper and silver; 
prices for key supplies being approximately consistent with current levels; production and cost of sales forecasts meeting expectations; 
the accuracy of the Company’s current mineral reserve and mineral resource estimates; and labour and materials costs increasing on 
a basis consistent with Orvana’s current expectations.

A variety of inherent risks, uncertainties and factors, many of which are beyond the Company’s control, affect the operations, perfor-
mance and results of the Company and its business, and could cause actual events or results to differ materially from estimated or 
anticipated events or results expressed or implied by forward looking statements. Some of these risks, uncertainties and factors include 
fluctuations in the price of gold, silver and copper; the need to recalculate estimates of 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 personnel; the Company’s ability to obtain and maintain all necessary regulatory approvals and licenses; risks generally 
associated with mineral exploration and development, including the Company’s ability to develop the UMZ, the Copperwood project 
or the EVBC project; the Company’s ability to acquire and develop mineral properties and to successfully integrate such acquisitions; 
the Company’s ability to obtain 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 politi-
cal, social or economic conditions in the jurisdictions in which the Company operates; general economic conditions worldwide; and 
the risks identified in this MD&A 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 factors. 

Forward-looking statements are based on management’s current plans, estimates, projections, beliefs and opinions, and except as 
required by law, 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.

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 Minerals is a gold producer with a strong balance sheet and is transforming itself into a multi-mine gold and copper 
producer. Orvana’s primary asset is the EVBC gold-copper project in northern Spain, which is expected to be in production in the 
third quarter of fiscal 2011. Orvana owns and operates the Don Mario gold mine in Bolivia where the company is developing the 
fully-permitted copper-gold-silver UMZ, which is expected to commence initial production during the second quarter of fiscal 2011. 
In addition, Orvana is advancing its Copperwood copper project in Michigan, USA. Additional information is available at Orvana’s 
website (www.orvana.com).

The forward-looking statements made below with respect to the anticipated development and exploration of the Company’s mineral 
projects are intended to provide an overview of management’s expectations with respect to certain future activities of the Company and 
may not be appropriate for other purposes.

Business Strategy
Orvana’s goal is to grow and diversify its portfolio of precious and selected base metal assets. With a growing pipeline of promising 
mineral assets and an experienced management team, Orvana is poised to become a multi-mine gold and copper producer.

Orvana developed its cash resources as a result of the efficient development and profitable operation of the Don Mario Mine. Under 
its acquisition strategy, Orvana has obtained two cornerstone minerals projects: the EVBC project and the Copperwood project. The 
Company continues to consider other possible acquisition opportunities that fit with its mine development and operating expertise as 
well as its asset portfolio objectives.
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The El Valle-Boinás/Carlés Project (“EVBC”)
Orvana acquired the EVBC project through its acquisition of Kinbauri Gold Corp. in the fall of 2009. The EVBC project is located in 
northern Spain’s Rio Narcea Gold Belt and consists of 14 exploitation concessions comprising 4,298 hectares and two investigation 
permits comprising 754 hectares. Production is expected to commence during the third quarter of fiscal 2011. 

During fiscal 2010, Orvana continued implementing its plan for recommencing production at the EVBC project, with refurbishing of 
existing mill facilities proceeding according to the planned start-up schedule. Orvana also took delivery of additional underground 
mining equipment and crews were hired as development advanced on several El Valle-Boinás headings. Development focused on shaft 
station accesses at the 100-metre level, where shaft loading facilities will be installed. Equipment selection and detailed design for the 
shaft were advanced. Also pre-production activities are progressing with development advancing towards the A107, San Martin, and 
Black Skarn North ore zones. Access to these zones will provide important information related to ground conditions, productivities, 
and ore-grade distribution. By the end of the 2010 fiscal year, the number of employees working at the site reached 136. The total spend-
ing on this project to the end of September 30, 2010 was $22,971 of the total estimated cost of $70,000. The increase in pre-production 
capital spending largely relates to increased costs of slope stabilization as required in the permitting process and revised plans to locate 
and develop the shaft. Revisions to planned shaft development will result in slower production ramp up at the EVBC project.

Since acquiring Kinbauri Espana S.L. (“Kinbauri”) in the fall of 2009 with Kinbauri Gold Corp., considerable effort has been made to 
review permit status and complete required compliance activities. The Spanish Central Institute of Explosives has certified Kinbauri 
as a “high user” of explosives; this will allow construction of explosives magazines at each mine site, and will reduce the number of 
monthly shipments of explosives and related transportation costs. Also, the bi-annual flora and fauna survey completed in February 
2010, showed improving conditions and no negative impacts at the site. On May 11, 2010 the Regional Ministry of Environment granted 
Kinbauri the authorizations for hazardous wastes at the EVBC project. During fiscal 2010, most key permits were obtained, and efforts 
focused on re-activating the environmental permit required for operating the tailing facility. On October 18, 2010, subsequent to the 
end of the fiscal year, Spanish authorities confirmed the transfer to Kinbauri of the “Authorización Ambiental Integrada” (Integrated 
Environmental Authorization) to operate its tailing facility.

On March 5, 2010, the Company announced the completion of an updated resource estimate that showed an increase in resources at 
the EVBC project. Ore Reserves Engineering of Denver, Colorado, under the supervision of Alan Noble, P.E., an independent qualified 
person for the purposes of the National Instrument 43-101 – Standards of Disclosure for Mineral Projects (“NI 43-101”), prepared the 
resource estimate, which was included in the NI 43-101-compliant Technical Report on the Boinás and Carlés Gold Mines. The results 
are as follows:

Cutoff grades 
Au, g/t

Tonnes,
’000s

Au,  
g/t

Cu,  
%

Au, 
ounces

Cu, 
tonnes

Measured 1.5 2,900 3.35 0.70 319,000 21,000

2.0 2,100 4.05 0.80 271,000 16,500

2.5 1,500 4.80 0.90 226,000 13,000

3.0 1,100 5.60 1.00 191,000 10,500

3.5 800 6.45 1.05 163,000 8,500

Indicated 1.5 7,000 4.55 0.55 1,030,000 39,000

2.0 5,300 5.50 0.60 930,000 32,000

2.5 4,000 6.50 0.65 842,000 27,000

3.0 3,200 7.50 0.70 766,000 22,500

3.5 2,500 8.60 0.75 700,000 19,000

Measured + Indicated 1.5 10,000 4.20 0.60 1,348,000 60,000

2.0 7,300 5.10 0.65 1,201,000 49,000

2.5 5,500 6.05 0.75 1,069,000 40,000

3.0 4,200 7.05 0.80 957,000 33,000

3.5 3,300 8.10 0.85 863,000 27,500

Inferred 1.5 13,100 4.00 0.35 1,678,000 45,500

2.0 9,500 4.85 0.40 1,478,000 36,500

2.5 7,200 5.70 0.40 1,314,000 30,000

3.0 5,800 6.40 0.45 1,188,000 25,000

3.5 4,700 7.10 0.45 1,081,000 21,500
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On July 14, 2010, the Company announced the completion of the “Technical Report on the Boinás and Carlés Gold Mines” which in-
cluded an NI 43-101−compliant reserve statement and cash-flow model for the EVBC project. The seven-year mine production schedule 
generates approximately 100,000 ounces of gold per year and yields an IRR of 48%, a net present value of $91.1 million at a 5% discount 
rate, and a payback of 2.2 years, with an average pre-tax cash cost per ounce of $461, net of by-products, using metal prices of $800 
per ounce of gold, $12.50 per ounce of silver, and $2.00 per pound of copper. The “Technical Report on the Boinás and Carlés Gold 
Mines” with an effective date of April 30, 2010, was prepared by mining engineers Adam Wheeler, Robert Dowdell, and Alan Noble, all 
independent qualified persons for purposes of NI 43-101. The reserve estimates are as follows:

Boinás and Carlés Mines - Proven and Probable Mineral Reserves at April 30, 2010

Tonnes
Kt

Au
g/t

Cu
%

Ag
g/t

Proven 1,311 4.09 0.90 10.90

Probable 3,352 5.68 0.68 10.90

Proven + Probable 4,663 5.23 0.74 10.90

Note: Reserves are estimated from gold equivalent breakeven cut-offs, calculated using prices of $800/oz. Au, $12.50/oz. Ag and $2.00/lb. Cu. Refer also to the “Technical 

Report on the Boinás and Carlés Gold Mines” dated April 30, 2010 where input parameters are found therein. 

The resources are inclusive of reserves and mineral resources that are not minerals reserves do not demonstrate economic viability.

These technical reports are available on SEDAR (www.sedar.com) and the Company’s website at www.orvana.com. Not all resources 
can be converted into reserves and may not be economically viable.

The Don Mario Mine – Upper Mineralized Zone and the Las Tojas Concession
Through its wholly-owned subsidiary, Empresa Minera Paititi S.A. (“EMIPA”), the Company owns and operates the Don Mario Mine 
in eastern Bolivia. Fiscal 2009 marked the last year of production from the Company’s low-cost Lower Mineralized Zone (“LMZ”) 
gold mine in the Don Mario district. Gold production has been extended into fiscal 2010 through the mining of the nearby Las Tojas 
mineralization. The Las Tojas mineralization is of a lower grade, but has mineralogical characteristics that are similar to those of the 
LMZ ore. Mine production from the Las Tojas deposit is now expected to continue into the second quarter of fiscal 2011. The depletion 
of the LMZ mine in fiscal 2009 and the processing of the lower grade of the Las Tojas deposit resulted in year-on-year decline in gold 
production to 27,751 ounces in fiscal 2010 from the 62,644 ounces produced in fiscal 2009.

After extensive metallurgical test work and economical considerations, the Company decided to implement a project to develop the 
UMZ. The oxides and transition areas will be treated with the process of Leaching-Precipitation-Flotation (“LPF”), and the sulfides with 
straight flotation. The existing mine equipment currently being used in the exploitation of the Las Tojas deposit will be used to mine 
1,700 tonnes per day at the UMZ. Crushing and grinding will be undertaken with existing equipment. A flotation mill was constructed 
and the installation of an acid plant is in progress. The LPF mill will be operational during the second quarter of fiscal 2011. 

The Company completed an NI 43-101 compliant technical report that describes the updated processing circuit and related mine plan. 
It was released in August 2010, and was prepared by Gino Zandonai and Roshan Bhappu, P.E., both independent qualified persons for 
the purposes of NI 43-101, and W. C. Williams, Ph.D., the Vice President of Corporate Development, who is a qualified person for the 
purposes of NI 43-101, but who is not independent of the Company. 

The UMZ life-of-mine (“LOM”) metal production was estimated to be 152 million pounds of copper, 151,000 ounces of gold and 4.9 
million ounces of silver. LOM average annual production is estimated at 14.5 million pounds of copper, 14,400 ounces of gold, and 
460,000 ounces of silver. Production is expected to start during the second quarter of fiscal 2011. The production from the UMZ is 
expected to extend the life of the Don Mario Mine to 2019. 

The Company controls mineral rights on 70,100 contiguous hectares around the Don Mario Mine. During fiscal 2009, the Company 
acquired induced polarization data along the length of the Eastern Schist Belt, along which the Las Tojas mineralization is located. 
Drilling is planned during fiscal 2011 to test anomalies that may be indicative of gold mineralization in the shear zones. 

The Copperwood Project
Through its wholly-owned subsidiary, Orvana Resources US Corp., the Company entered into long-term mineral leases covering 712 
hectares within the “Western Syncline”, which is located in the Upper Peninsula of the State of Michigan, USA. These leased areas 
are referred to as the Copperwood project. The Company completed option agreements on three other mineralized areas and recently 
entered in to a long-term mineral lease on 226 hectares adjacent to Copperwood. 
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On March 22, 2010, the Company announced an NI 43-101-compliant mineral resource estimate from the Copperwood stratiform 
copper deposit located on the leased areas. Measured resources are 14.2 million tonnes of 1.93% copper and indicated resources are 
5.3 million tonnes of 1.69% copper for 798 million pounds of copper. Inferred resources are 3.3 million tonnes of 1.49% copper for 107 
million pounds of copper. The resource estimate is contained in the “Copperwood Project, Michigan USA NI 43-101 Technical Report”, 
with an effective date of April 30, 2010, and prepared by AMEC E & C Services, Inc., of Phoenix, Arizona, under the supervision of Greg 
Kulla and Dr. Harry Parker, who are independent qualified persons for the purposes of NI 43-101. This technical report is available on 
the Company’s website at www.orvana.com and on SEDAR (www.sedar.com).

The data from this report will be used to evaluate trade-off studies and refine the conceptual mine plan, and was incorporated into 
a preliminary economic assessment (“PEA”) which was released in September 2010. The PEA was prepared by KD Engineering, of 
Tucson, Arizona, under the supervision of Joseph Keane, P.E., with Lynn Partington, P.E. and Luquman Shaheen, P.E., who are all 
independent qualified persons for the purposes of NI 43-101. The economic viability of the Copperwood mineral resource can only be 
demonstrated by pre-feasibility and feasibility studies, and there is no assurance that the stated resource can be upgraded in confidence 
and converted to reserves.

During the fiscal year, the Company re-sampled available historical core and assay rejects from the 1950s drill holes located within the 
recently-leased area as well as the optioned areas. The results from this sampling will be used to attempt to classify the mineralization 
as NI 43-101-compliant inferred resource estimates. In July 2009, the Company announced a historic resource estimate of 45.5 million 
tonnes of 1.23% copper for 1,250 million pounds of copper located in the optioned areas; there is no historic estimate from the recently-
optioned area adjacent to Copperwood. These historical estimates predate the implementation of the NI 43-101 standards and should 
not be relied upon and are not considered current mineral resources.

Other Exploration Properties
Through the acquisition of Kinbauri Gold Corp., the Company acquired three exploration prospects: (1) Aztec, Nevada (gold); (2) 
Morrisette, Ontario (gold); and (3) Laniel, Quebec (diamonds). The option agreement for the Aztec prospect was terminated during 
the third quarter. The Company plans to option the Morrisette and Laniel prospects.

Social and Environmental Policies
Orvana is committed to developing and operating its projects, including reclamation efforts, in full compliance with recognized in-
ternational and local environmental standards. In furtherance of this commitment, Orvana regularly implements programs to protect 
and enhance natural habitats and sensitive species, including reclamation efforts, reforestation efforts and the establishment of water 
sources for wildlife.

In addition, Orvana is committed to the social development and well-being of the communities in which it operates. To this end, Orvana 
continues to support, financially and otherwise, local community endeavours associated with that objective. 

At the Don Mario Mine the Company is actively involved in 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. EMIPA has renewed its support of 
$660 to the local communities for the next five years. Projects supported by Orvana include 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.

In support of the social and economic well-being of the surrounding communities of the Copperwood project in Michigan, Orvana 
annually awards four scholarships to high school students to further their education at the university level. In addition, Orvana has 
made contributions to the local fire departments for the purchase of equipment.

The Company is establishing the same strong relationships with the local communities and authorities in the vicinity of the EVBC 
project in northern Spain as it has in the other communities in which it operates mining projects.

Health and Safety
The Company maintains health and workplace safety programs at each of the mine sites. In order to ensure that safety goals and 
optimal safety standards are achieved, comprehensive training programs for mine and mill operations take place on an ongoing basis. 

Regular mine inspections are performed by representatives from the mine operations, planning and safety departments. These inspec-
tions review current conditions and implement corrective action on potential safety issues that might arise as mine development 
progresses. Worker training on mining, mechanical and electrical equipment are also part of the programs. The Company has also 
hired external risk prevention service providers to support the Company’s safety department in risk assessment, training, and work 
environment monitoring. The Company maintains health and safety metrics to track performance over time including Lost Time Injury 
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Frequency Rates and Lost Time Injury Severity Rates. During the past year, significant improvements were experienced in both frequency 
and severity indices at the Don Mario Mine.

On July 1, 2010, a contractor who was employed with Sanchez y Lago, one of Spain’s largest construction companies, was fatally injured 
when his excavator overturned in an accident at the EVBC mine site. The Company continues to cooperate fully with authorities in their 
investigations of the accident.

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 
prices, cost management, efficient mine development and capital spending programs.

Revenues and Net Income
The Company’s results for the fiscal years ended September 30, 2010 and 2009 are summarized in the table below:

Year ended September 30,

2010 2009

Revenues $ 32,344 $ 56,005

Net income/(loss) (2,431) 13,400

Earnings/(loss) per share – basic and diluted $ (0.02) $ 0.12

Results for the 2010 fiscal year are in line with management’s expectations during this transitional year as Orvana works towards start-
ing up mines now in development. Tonnes treated in the 2010 fiscal year were 608,492 compared to 331,506 in the fiscal year 2009. As 
anticipated, gold production was lower at 27,751 ounces for the 2010 fiscal year, representing a 56% decline compared to 62,644 ounces 
for the prior year, with the decline resulting from processing the lower grades of ore from the Las Tojas deposit. The prior year results 
included the production from the depleted higher grade ore of the LMZ of Don Mario Mine.

Revenue for the 2010 fiscal year decreased by 42% to $32,344 on 28,341 ounces sold compared to $56,005 on 63,230 ounces sold during 
the prior year. Lower ounces sold accounted for most of the decline in revenue, somewhat offset by higher average gold prices realized. 
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 $18,237 to produce 27,751 ounces in the 2010 fiscal year compared to $15,331 to produce 62,644 ounces 
in the fiscal year 2009. Total direct mine operating costs increased to $657.15 per ounce for the 2010 fiscal year compared to $244.73 per 
ounce for fiscal of 2009, reflecting the unfavourable impact of processing higher tonnages of the lower grade Las Tojas deposit.

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

Year ended September 30,

2010 2009

Direct mine operating costs $ 18,237 $ 15,331

Direct mine operating cost per treated tonne 29.97 46.25 

Direct mine operating cost per ounce produced $ 657.15 $ 244.73

A reconciliation of direct mine operating costs to cost of sales is included in the section entitled “Don Mario Mine and Las Tojas – 
Production Cost Analysis”.

General and administrative expenses for the year ended September 30, 2010 were $4,414 compared to $3,570 for the same period a year 
ago. The general and administrative costs were higher than in the prior year primarily due to the impact of the higher Canadian dollar 
on the Canadian head office expenses; the addition of a new Chief Executive Officer and a Vice President of Mining; increased travel 
expenses in support of development of the recently acquired EVBC project in Spain; higher investor relations spending; and increased 
professional fees in support of corporate compliance activities, including the Company’s transition to IFRS. 

The costs of acquiring mineral properties are capitalized. Property option costs and exploration and development expenditures are 
capitalized once management has determined that there is a reasonable expectation of economic extraction of minerals from the 
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property. The Company periodically assesses its capitalized exploration and development expenditures for impairment and where there 
are circumstances indicating that such impairment exists, the carrying value of the impaired asset is written down to fair value. During 
the 2010 fiscal year exploration costs were $490 compared to $703 for the prior year. The decrease in costs this year was primarily from 
reduced exploration activities due to the Company’s current focus on mine development.

Stock-based compensation expense was $477 for the year ended September 30, 2010 compared to $105 for the prior year. Long-term 
compensation expense was $1,385 for the fiscal year of 2010 compared to $369 for the prior year. Increases resulted partially from the 
grant of stock options and restricted share units to senior level management hired in the current year. More than half of the increase 
in long-term compensation resulted from the mark-to-market adjustments related to appreciation in the value of restricted share and 
deferred share units previously issued due to the significant increase in the Company’s share price to C$2.70 per share at September 
30, 2010 compared to a share price of C$0.89 per share at September 30, 2009. The balance of the increase was due to the addition 
of executive staff members.

Other expense for the current year ended September 30, 2010 was a net expense of $1,254 compared to income of $948 for the prior 
year. The expense in fiscal 2010 was primarily due to penalties, interest and value-added taxes (“VAT”) assessed on an audit of VAT 
recorded by EMIPA. The Company believes that it has the appropriate documentation to support their claim and is in the process of 
appealing the decision of the audit to the Supreme Court in Bolivia.

The net loss for the fiscal year ended 2010 was $2,431 ($0.02 loss per share) compared to net income of $13,400 ($0.12 earnings per 
share) for the prior year, primarily due to lower revenues and higher costs from processing higher volumes of the lower grade ore from 
the Las Tojas deposit.

Cash Flows
The following table summarizes the principal sources and uses of cash for the fiscal years ended September 30, 2010 and 2009:

Year ended September 30,

2010 2009

Cash provided/(used) by operating activities $ (8,644) $ 19,631

Capital expenditures* (37,497) (7,709)

Acquisition of Kinbauri Gold Corp. - (44,591)

Long-term debt net of repayments $ 498 $ (101)

*Including net assets under capital leases

Cash Provided by Operating Activities
Cash used in operating activities was $8,644 for the year ended September 30, 2010 compared to cash provided by operating activities 
of $19,631 in the prior fiscal year of 2009, with the current year decline in cash resulting primarily from lower revenues and increased 
expenses from mining the lower grade ores from the Las Tojas deposit.

Non-cash working capital increased in the 2010 fiscal year by $4,784 principally due to increases in value-added taxes and other 
receivables of $5,241, supplies inventory of $1,644, and payments of income taxes of $5,990, offset by increases in accounts payable 
and accrued liabilities of $8,172.

Capital Expenditures
Capital expenditures for the 2010 fiscal year were $37,497 (2009 - $7,709), consisting of: $11,104 for the Don Mario UMZ development, 
$22,971 for the development of the EVBC project in Spain, $3,132 for the development of the Copperwood project in Michigan; and $290 
for the upgrade of computer systems in the Corporate office in Canada.
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Financial Condition – September 30, 2010 compared to September 30, 2009
The following table provides a comparison of key elements of the Company’s balance sheet at September 30, 2010 and September 30, 2009:

Year ended September 30,

2010 2009

Cash and cash equivalents $ 12,700 $ 58,036

Non-cash working capital (deficit)** 1,951 (2,833)

Total assets 156,472 140,607

Long-term debt and obligations under capital leases 5,104 4,144

Shareholders’ equity $ 109,402 $ 110,367

**Non-cash working capital (deficit) excludes the current portions of long-term debt and obligations under capital leases

Cash and cash equivalents decreased by $45,336 to $12,700 for the fiscal year ended September 30, 2010. Non-cash working capital 
increased by $4,784 to $1,951 at September 30, 2010 from a working capital deficit of $2,833 at the end of September 30, 2009, mainly 
resulting from increases in value-added taxes and other receivables of $5,241, supplies inventory of $1,644, and payments of income 
taxes of $5,990, offset by increases in accounts payable and accrued liabilities of $8,172.

Shareholders’ equity decreased $965 to $109,402 at September 30, 2010, due to the net loss of $2,431, offset by increases in sharehold-
ers’ equity of $1,466. 

Outlook
The forward looking statements made in this section are intended to provide an overview of management’s expectations with respect 
to certain future operating activities of the Company and may not be appropriate for other purposes.

As stated in the Business Strategy section, Orvana’s focus is to use its cash resources and mining capability to build long-term value for its 
shareholders through organic growth and future strategic acquisitions, primarily focused on advanced-stage gold and/or copper properties.

In the short term, Orvana is focused on commencing production at its recently acquired EVBC gold/copper project in northern Spain, re-
vising and expanding its Don Mario copper/gold operation in eastern Bolivia, and advancing its Copperwood copper project in Michigan.

In Spain, the Company is continuing its production start-up plan for the EVBC gold-copper operation, with work well underway and 
start-up planned for the third quarter of fiscal 2011. Revisions to planned shaft development will result in slower production ramp up 
at the EVBC project. Orvana has also initiated a 20,000-metre drill program.

In Bolivia, at the Don Mario Mine, construction of the LPF plant is nearing completion and preparations are underway to mine the 
UMZ. The Las Tojas deposit is expected to extend gold production into the second quarter of fiscal 2011, with production from the UMZ 
expected to commence during the second quarter of fiscal 2011, which will extend the expected life of the Don Mario Mine operation 
to approximately 2019.

In Michigan, at Copperwood, a NI 43-101 compliant resource estimates and a preliminary economic assessment of a nine year mine life 
were completed in the fourth quarter under the supervision of Joseph Keane, P.E. of KD Engineering in Tucson, Arizona. Completion of 
a pre-feasibility study and submission of a mine plan permit to the state of Michigan is expected to be submitted in the spring of 2011. 

In November, subsequent to the fiscal 2010 year end, a 2,500-metre drill program was commenced at the Copperwood project. In 
August of 2010, Orvana Resources US Corp. signed a 30 year mineral rights lease on 226 hectares east of Copperwood and purchased 
the surface rights on this property, as well as approximately 480 contiguous hectares.

With the start up of operations at the EVBC project and the UMZ expected to occur in fiscal 2011, Orvana expects annualized gold 
production to increase from about 28,000 ounces in fiscal 2010 to approximately 120,000 ounces once full production is attained at 
both the EVBC project and the UMZ. Additionally, annualized copper production is expected to increase substantially to over 12,000 
tonnes and annualized silver production is expected to increase to over 750,000 ounces.

In October, subsequent to the fiscal 2010 year end, the Company’s wholly-owned subsidiary, Kinbauri Espana S.L., entered into a $50 
million five-year term corporate credit agreement with Credit Suisse AG. After fully funding its capital requirements at the EVBC project and 
the UMZ, Orvana expects to have accumulated cash reserves from its operating free cash flows. Orvana will continue to seek gold and/or 
copper advanced stage properties in politically stable regions, utilizing its mining expertise to increase long-term value for shareholders. 
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Other factors explaining changes in financial position and results of operations in the 2010 fiscal year compared to the fiscal year 2009 
are described above under the heading, “Overall Performance”.

Selected Annual Information

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

Year ended September 30,

2010 2009 2008

Revenues $ 32,344 $ 56,005 $ 69,064

Net income (loss) $ (2,431) $ 13,400 $ 25,707

Earnings per share – basic and diluted $ (0.02) $ 0.12 $ 0.22

Total assets $ 156,472 $ 140,607 $ 120,685

Total long-term financial liabilities $ 5,104 $ 4,144 $ 4,245

Gold production – ounces 27,751 62,644 79,604

Gold sales – ounces 28,341 63,230 79,813

Non-GAAP measures

Per ounce data:

  Total cash costs $ 784.16 $ 339.60 $ 240.63

  Average gold price realized $ 1,141.24 $ 885.74 $ 865.33

Operating statistics:

  Gold ore grade – g/t 1.73 6.32 10.38

  Gold recovery rate - % 82.2 93.1 94.2

Fiscal 2010 compared to Fiscal 2009
Revenues of $32,344 on 28,341 ounces sold in fiscal 2010 represents a decrease of 42% when compared to $56,005 on 63,230 ounces 
sold in fiscal 2009. Lower ounces sold accounted for most of the decline in revenue which was slightly offset by higher average gold 
prices. Additional to lower revenues, higher cost of sales, higher expenses , and lower interest income, resulted in net income declining 
by $0.14 per share for the current year when compared to fiscal 2009.

Fiscal 2009 compared to Fiscal 2008
Revenues of $56,005 on 62,644 ounces sold in fiscal 2009 represents a decrease of 19% when compared to $69,064 on 79,813 ounces 
sold in fiscal 2008. Lower ounces sold accounted for most of the decline in revenue which was slightly offset by higher average gold 
prices. Additional to lower revenues, higher cost of sales, depreciation & amortization expenses, lower interest income, and an increase 
in the Company’s effective income tax rate from 31.6% to 34.1% together resulted in net income declining by $0.10 per share for the 
current year when compared to fiscal 2008.

Other factors explaining changes in financial position and results of operations in fiscal 2010 compared to fiscal 2009 are described 
above under the heading, “Overall Performance”.

Liquidity and Commitments

During the 2010 fiscal year, the net decrease in cash and cash equivalents, after capital expenditures, foreign exchange gains and losses 
and including the proceeds and repayments of long-term debt incurred, was $45,336, resulting in total cash and cash equivalents of 
$12,700 at September 30, 2010.

In the past, the Company’s primary source of liquidity has been from operating cash flow. Over the fiscal years 2010 and 2011, Orvana 
has spent and expects to spend approximately $70 million on pre-production capital on the EVBC project, $20 million on the develop-
ment of the UMZ of the Don Mario Mine and $7.3 million largely on engineering studies related to the Copperwood project. Cumulative 
spending on these projects for the 2010 fiscal year was approximately $11,104 on the UMZ, $22,971 on the EVBC project and $3,132 
on the Copperwood project. It is expected that these projects will be financed from existing cash reserves and financing now in place.

As described above under the Outlook section, in October 2010, the Company entered into a $50 million five-year term corporate credit 
facility with Credit Suisse AG. Funds will be used to complete construction of the EVBC project, in Spain and for general corporate 
purposes. Cost of the facility, including fees, is expected to average approximately 5% to 6 % per annum, based on current interest rates. 
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The facility includes a small hedging program on the project, expected to be less than 10% of Orvana’s overall expected gold production 
for 2012 to 2015 and about 25% of Orvana’s overall expected copper production from 2011 to 2015. 

The credit facility contains covenants that restrict, among other things, the ability to incur additional indebtedness, make distributions 
in certain circumstances, sell material assets, or carry on business other than one related to the mining business. Kinbauri and Orvana 
are also required to maintain certain financial ratios as well as minimum tangible net worth. Payment and performance of Kinbauri’s 
obligations under the credit facility are guaranteed by Orvana.

As a condition of this credit facility, during November 2010, Kinbauri entered into the following forward contracts with Credit Suisse: to 
sell 37,500 gold ounces at a forward rate of $1,333 oz., with equal maturities covering the period January 2012 to December 2015; to sell 
13,671 metric tonnes of copper at a forward rate of $7,260 per metric tonne ($3.29 per lb.) with maturities covering the period January 
2011 to December 2015; and foreign exchange contracts converting $80,000 to Euro at an average forward rate of $1.38, with maturities 
covering the period March 2012 to December 2015.

At September 30, 2010, the Company’s most significant contractual obligations were: purchase obligations related to the acid plant for 
the UMZ and construction at the EVBC project; asset retirement obligations; two EMIPA term credit facilities; and obligations under 
capital leases. Contractual obligations are summarized in the following table below:

Payment Due by Period

Contractual Obligations Total
Less than 1 

year 1-3 years 4-5 years
After 5 

years

Bank debt $ 3,049 $ 3,049 $ - $ - $ -

Long-term debt 2,582 1,749 833 - -

Obligations under capital leases 2,522 975 1,547 - -

Operating leases 985 125 430 430 -

Asset retirement obligations* 7,538 - - - 7,538

Purchase obligations 12,017 7,617 2,387 1,342 671

Provision for statutory labour obligations 1,771 - - - 1,771

Long-term compensation 1,860 - 1,254 - 606

Total contractual obligations $ 32,324 $ 13,515 $ 6,451 $ 1,772 $ 10,586

*Asset retirement obligations are at the discounted amounts in the table.

During the 2010 fiscal year, EMIPA entered into short-term, 150-day credit facilities in Bolivianos with Banco de Credito de Bolivia and 
Banco Bisa at annual interest rates ranging from 4% to 6%. At September 30, 2010 there was approximately $3,049 drawn against 
these credit facilities. These credit facilities are also secured by certain machinery and equipment of EMIPA. The proceeds were used 
to finance working capital needs.

EMIPA has two term credit facility agreements with Banco Bisa S.A. The first facility bears interest at 7.75% and is payable in equal 
quarterly installments over a three-year period maturing in March 2011. The second facility bears interest at 7.8% and is payable in 
equal quarterly installments over a three-year term maturing in September 2012. There are no specific covenants related to these 
credit facilities. Both loans are secured by certain machinery and equipment of EMIPA. The proceeds were used to finance equipment 
purchases for the UMZ.

During the 2010 fiscal year, Kinbauri entered into capital leases for the purchase of underground mining equipment in Spain. Under 
each capital lease agreement, 30% to 40% of the purchase price of the equipment is paid in cash at the time of delivery with the balance 
financed over a three-year lease term. Capital lease payments are payable quarterly with interest at 5.5% per annum. Obligations under 
capital leases amounted to $2,522 at September 30, 2010.

At September 30, 2010, asset retirement obligations on a discounted basis amounted to $7,538 for the Company’s Don Mario Mine in 
eastern Bolivia and the EVBC mine in northern Spain. These asset retirement obligations relate to the dismantling of the mine facilities 
and environmental reclamation of the areas affected by mining operations. Associated long-lived assets include structures and the tail-
ings dam. Environmental reclamation requirements include mine water treatment, reforestation and dealing with soil contamination.

While mining of the LMZ ceased during fiscal 2009, the Company has taken the decision to develop the UMZ and mining operations 
are expected to commence in the second quarter of fiscal 2011. Management has determined that all existing infrastructure including 
the mills, processing plant, related structures and tailings dam will be required for mining the UMZ, thus, delaying by about 10 years the 
expected timing of performance of asset retirement activities. In addition, exploitation of the UMZ affected the estimates of the asset 
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retirement obligations. The Company prepared new estimates of the asset retirement obligations relating to the UMZ and has reflected 
the new estimated liability and associated asset retirement cost in its financial statements.

At September 30, 2010, management estimates that the total undiscounted amount of the cash flows required to settle the Company’s 
asset retirement obligations with respect to the operation of the Don Mario Mine is $7,723. The credit-adjusted interest rate used to 
discount estimated cash flows for these liabilities is 8%. Accretion expense is recorded using the resulting weighted-average credit-
adjusted interest rate. The discounted amount of this obligation is estimated at $3,296 and the related costs are expected to be incurred 
in 2021 through 2024.

At September 30, 2010 management estimates the total undiscounted amount of the cash flows required to settle the Company’s 
asset retirement obligations with respect to the future operation of the EVBC project in Spain is $7,466. The Company prepared new 
estimates of the asset retirement obligations at the date of acquisition as part of the final purchase price allocation and has reflected the 
estimated liability and associated asset retirement cost in its financial statements. The credit–adjusted interest rate used to discount 
estimated cash flows is 8%. Accretion expense is recorded using the credit-adjusted interest rate. The discounted amount of the 
estimated cash flows required to settle the Company’s current obligations with respect to the EVBC sites is $4,242. It is expected that 
these amounts will be incurred in 2018 and beyond. 

Prior to its acquisition by Kinbauri, the El Valle Mine had been shut down by its then owner and remediation measures required 
were completed. On Kinbauri’s acquisition of El Valle a reclamation bond of ¤894,684 was deposited, as required by Spanish mining 
regulations. In fiscal 2010, an additional reclamation bond in the amount of ¤1,521,960 was deposited by Orvana and relates to the 
Company’s new tailings facility. These funds are held in a Spanish financial institution as restricted cash and amount to approximately 
$3,287 at September 30, 2010 (2009 - $1,309). 

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.

The Company is subject to a 3% net smelter return royalty (a “NSR”) on its production from the Don Mario property. This royalty is 
payable quarterly and amounted to $902 for the 2010 fiscal year, compared to $1,560 for the prior year.

Prior to its acquisition by Orvana, Kinbauri granted a 2.5% NSR in return for an advance of C$7.5 million. The royalty rate increases to 
3% for any quarter year in which the average price of gold reaches or exceeds $1,100 per ounce. 

The leases relating to the Copperwood project are also subject to a NSR on copper production. The royalty will be determined on a 
quarterly basis and will range from 2% to 4% based on prevailing copper prices adjusted for inflation and will become payable when 
the project commences production.

Capital Resources

At September 30, 2010, the Company had capital resources of $114,506 represented by long-term debt and obligations under capital 
leases of $5,104 and shareholders’ equity amounting to $109,402.

Shareholders’ equity decreased by $965 to $109,402 ($0.95 per share) as at September 30, 2010, compared to $110,367 ($0.96 per 
share) at September 30, 2009.

Results of Operations

The following table and analysis compare operating results for the fiscal years ended September 30, 2010 and 2009:

Year ended September 30,

2010 2009

Revenues $ 32,344 $ 56,005

Costs and expenses of mining operations 25,276 30,885

Expenses and other income 7,914 4,774

Net income (loss) (2,431) 13,400

Earnings (loss) per share – basic and diluted $ (0.02) $ 0.12
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Revenues
Orvana’s sales are determined according to spot gold prices. The Company’s practice has been to not hedge its gold production from 
the Don Mario Mine. Bullion is shipped to a single customer for refining and sale. The following table summarizes gold revenues and 
average prices realized:

Year ended September 30,

2010 2009

Revenues $ 32,344 $ 56,005

Ounces sold 28,341 63,230

Average gold prices realized per ounce $ 1,141 $ 886

Revenue for the 2010 fiscal year decreased 42% to $32,344 on 28,341 ounces sold compared to $56,005 on 63,230 ounces sold during 
prior year. Lower ounces sold accounted for most of the decline in revenue, which was somewhat offset by higher average gold prices. 
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.

Further information on production operations and costs is presented below under “Don Mario Mine and Las Tojas – Production Cost 
Analysis”.

Don Mario Mine and Las Tojas
Ore from the LMZ was exhausted in the last quarter of fiscal 2009. Production in the current fiscal year was from the lower grade 
Las Tojas deposit. The following table shows the tonnages treated and the head grade in g/t gold at the Las Tojas and Don Mario 
underground mine for the 2010 fiscal year compared to the fiscal year 2009:

Year ended September 30,

2010 2009

Underground mine

  Tonnes - 153,212

  g/t - 11.49

Las Tojas

  Tonnes 608,492 178,294

  g/t 1.73 1.87

Total

  Tonnes 608,492 331,506

  g/t 1.73 6.32

Recovery rate 82.2% 93.1%

Gold produced – ounces 27,751 62,644
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Don Mario Mine and Las Tojas – Production Cost Analysis
The table below presents the cash operating costs and total production costs at the Las Tojas and Don Mario underground mine in 
producing 27,751 ounces in the 2010 fiscal year compared to 62,644 ounces in the fiscal year 2009.

Year ended September 30,

2010 2009
Costs Cost/oz. Costs Cost/oz.

Direct mine operating costs $ 18,237 $ 657.15 $ 15,331 $ 244.73

Third-party smelting, refining and transportation costs 153 5.52 273 4.36

  Cash operating costs 18,390 662.67 15,604 249.09

Royalties and mining rights 1,108 39.93 1,754 27.99

Mining royalty tax 2,263 81.56 3,916 62.52

  Total cash costs 21,761 784.16 21,274 339.60

Depreciation, amortization and accretion 3,716 133.90 9,948 158.80

  Total production costs $ 25,477 $ 918.06 $ 31,222 $ 498.40

Gold production 27,751 ozs. 62,644 ozs.

Cash operating costs were $662.67 per ounce on 27,751 ounces produced for the 2010 fiscal year compared to $249.09 per ounce on 
62,644 ounces produced for the fiscal year 2009. The increase in costs was largely due to the processing of the higher volumes of lower 
grade ore from the Las Tojas deposit.

The difference between direct mine operating costs of $18,237 and cost of sales of $18,097 reported in the consolidated financial 
statements for the 2010 fiscal year is due to changes in gold inventories and gold in circuit. A reconciliation of the non-GAAP measure 
of direct mine operating costs to cost of sales as shown in the Company’s Canadian GAAP-based statement of income is presented in 
the table below:

Year ended September 30,

2010 2009

Cost of Sales $ 18,097 $ 15,217

Changes in gold inventories and gold in circuit 140 114

Direct mine operating costs (non-GAAP measure) $ 18,237 $ 15,331

Summary of Quarterly Results

The following two tables include results for the eight quarters ended September 30, 2010: 

Quarters ended

Sept. 30, 2010 June 30, 2010 Mar. 31, 2010 Dec. 31, 2009

Revenues $ 6,732 $ 7,758 $ 5,978 $ 11,876

Net (loss) income $ (867) $ (1,106) $ (1,658) $ 1,200

Earnings (loss) per share – basic and diluted $ (0.01) $ (0.01) $ (0.01) $ 0.01

Total assets $ 156,472 $ 139,514 $ 137,243 $ 141,236

Total long-term financial liabilities $ 5,104 $ 3,235 $ 3,879 $ 4,515

Gold production - ozs. 5,114 6,545 6,565 9,527

Gold sales – ozs. 5,520 6,535 5,406 10,880

Non-GAAP measures

Per ounce data: 

  Total cash costs $ 971 $ 904 $ 771 $ 611

  Average gold price realized $ 1,219 $ 1,187 $ 1,106 $ 1,092

Operating statistics: 

  Gold ore grade – g/t 1.41 1.66 1.70 2.13

  Gold recovery rate - % 73.5% 79.5% 83.3% 89.0%
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Quarters ended

Sept. 30, 2009 June 30, 2009 Mar. 31, 2009 Dec. 31, 2008

Revenues $ 13,660 $ 11,869 $ 16,311 $ 14,165

Net income $ 1,574 $ 3,218 $ 4,694 $ 3,914

Earnings per share – basic and diluted $ 0.01 $ 0.03 $ 0.04 $ 0.03

Total assets $ 140,607 $ 127,208 $ 123,766 $ 124,985

Total long-term financial liabilities $ 4,144 $ 3,056 $ 3,459 $ 3,856

Gold production - ozs. 13,768 12,760 18,091 18,025

Gold sales – ozs. 14,383 12,925 18,244 17,678

Non-GAAP measures

Per ounce data: 

  Total cash costs $ 403 $ 451 $ 272 $ 281

  Average gold price realized $ 950 $ 918 $ 894 $ 801

Operating statistics: 

  Gold ore grade – g/t 3.51 5.98 10.07 9.24

  Gold recovery rate - % 89.1% 92.6% 95.2% 94.8%

Comments on the tables of quarterly results
Average gold prices realized during each of the eight quarters ended September 30, 2010 ranged from $ 801 to $1,219 per ounce. Higher 
average gold prices in the last four quarters did not translate into higher quarterly net income when compared to the previous four 
quarters mostly due to higher production costs associated with processing the higher volumes of lower head grade ore from the Las 
Tojas deposit and overall lower quantities of gold produced.

Fourth Quarter

Tonnes treated during the fourth quarter of fiscal 2010 were 153,459 at average gold grades of 1.41 g/t compared to 136,929 tonnes at 
grades of 3.51 g/t treated during the last quarter of fiscal 2009. The higher volumes treated during the current year were mainly due to the 
processing of the lower grade ore from the Las Tojas deposit and the depletion of the richer grades from the LMZ in the previous fiscal 
year. Revenues for the fourth quarter of fiscal 2010 were $6,732 on 5,520 ounces sold compared to $13,660 on 14,383 ounces sold for the 
same period in fiscal 2009 with the lower volumes sold contributing to the decline, somewhat offset by higher average gold prices realized.

During the fourth quarter of fiscal 2009, the most significant event was the acquisition of Kinbauri Gold Corp. for the aggregate 
purchase price of $45,068 including $44,483 paid in cash for the common shares of Kinbauri and transaction costs relating to the 
acquisition of $2,615 less $2,030 of cash acquired.

Risks and Uncertainties

The Company owns and operates the Don Mario Mine in Bolivia and is developing the EVBC project in Spain and the Copperwood 
project in Michigan, U.S.A. As a result, the Company is subject to the laws and governmental regulations in those countries as well as 
those in Canada. Changes to such laws or governmental regulations, including with respect to matters such as environmental protec-
tion, repatriation of profits, restrictions on production, export controls, expropriation of property or limitations on foreign ownership, 
could have a material adverse effect on the Company’s results of operations or financial condition.

In Bolivia, in view of the new constitution approved in the national referendum held on January 25, 2009, the new mining policy and 
mining tax changes that have been implemented and that are being proposed, and the composition of the Company’s shareholder 
base, there could be changes in governmental regulation or governmental actions that adversely affect the Company. The new constitu-
tion 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 shifts in the political stability of the 
country and labour or civil 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. On May 1, 2008, the Bolivian government announced additional measures to increase its control over the oil and gas 
and telecommunications sectors. Similar actions on the part of the government with respect to the mining sector, in addition to the 
recent increase in income and other taxes, could materially adversely affect the Company’s results of operations or financial condition.
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Orvana’s international assets and operations are, or may be, subject to various political, economic and other uncertainties, including, 
among other things, the risks of political instability and changing political conditions, conflict and civil unrest, acts of terrorism, 
expropriation, nationalization, renegotiation or nullification of existing concessions, licenses, permits, approvals and contracts, adverse 
changes in taxation policies, foreign exchange and repatriation restrictions, restrictions on foreign investment in or ownership of 
resources and trade barriers or restrictions. The Company also may be hindered or prevented from claiming against or enforcing its 
rights with respect to a government’s action because of the doctrine of sovereign immunity. It is not possible for the Company to 
accurately predict political or social conditions or developments or changes in laws or policy or to what extent, if any, such conditions, 
developments or changes may have a material adverse effect on the Company’s operations. Moreover, it is possible that deterioration in 
economic conditions or other factors could result in a change in government policies respecting the presently unrestricted repatriation 
of capital investments and earnings.

Statements by members of the government of Bolivia with respect to new government policies in the mining sector have been contra-
dictory, sometimes referring to “nationalization”, but at other times stating that “nationalization” will not occur. 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 prior to 
the EVBC and Copperwood being brought into production, the Company would cease to have any producing assets until such other 
projects are brought into production. Other changes in governmental 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 the Company.

Notwithstanding the above, the current Bolivian Constitution that was enacted on February 7, 2009 provides that the Government 
shall grant mining rights by means of mining contracts to be executed with persons and entities in accordance with the provisions 
established by law. The Transitory Provisions of the Bolivian Constitution also provide for a migration process of mining concessions 
into mining contracts, a process that must be completed within a year from the election of the Executive and Legislative Branches. 
According to the Constitution, previously acquired rights under mining concessions that have already been granted will be respected 
but are also subject to this migration process. In view of the above, and although the Government has not yet passed the new Mining 
Code nor specific regulations for the migration of mining concessions to mining contracts, the Company’s subsidiary in Bolivia, EMIPA, 
has already filed an application to the Mining Ministry requesting the migration of its mining concessions into mining contracts, in 
accordance with the provisions of the Bolivian Constitution.

Recently, the Government issued Supreme Decree Nº 726 dated December 6, 2010, which provides that the validity of the mining 
concessions granted prior to this date, are recognized by the current Constitutional regime as acquired rights, while the migration 
process is undertaken, in accordance with regulations to be issued. The Supreme Decree also provides that this interim provision 
respects these acquired rights. 

The Bolivian government has indicated that it is currently preparing a new mining code to require that a state-owned entity will control 
Bolivian land subject to the grant of mining rights by means of mining contracts. Under these amendments, an application will have to 
be made for new mining contracts in the future and all concessions granted should follow a migration process into mining contracts 
to be provided therein. According to a draft of the new Mining Code circulated by the Mining Ministry to the mining sector (still under 
consideration and analysis by the Government), the mining contracts would have the nature of a contract for the use and exploitation of 
natural resources with a determined term, and would probably be executed with Corporacion Minera de Bolivia, the state-owned mining 
company, or another state-owned entity, in the exploitation of any minerals found, subject to the approval by the Legislative Branch. 
The draft provides, among other aspects, specific terms: one year to initiate exploration activities and eight years to conclude such 
explorations activities. In case of exploitation, the draft provides for a maximum term of 30 years to undertake the exploitation activities. 

According to the draft of the new Mining Law, the Bolivian government has also proposed higher mining royalty taxes if a company’s 
annual gross revenues exceed 210 million Bolivianos or approximately US$30 million. At present the maximum mining royalty tax rates 
are 7% for gold (at gold prices of $700 per troy ounce and higher) and 5% for copper (at copper prices of $2.00 per pound and higher). 
The incremental rates of tax are based on a specific formula for each metal. At a gold price of $1,366 per troy ounce, the incremental 
mining royalty tax rate would be 4.5% for a total rate of 11.5%. At a copper price of $3.76 per pound, the incremental mining royalty tax 
would be 1.3% for a total rate of 6.3%.

The official draft of the new Mining Code is expected to be circulated by the Government to the mining sector in the coming weeks. 
However, this draft has yet to be passed into law and its potential effect on future mining activities and the Company’s mineral conces-
sions remains unclear.

On October 29, 2010, the Company was notified that, commencing on November 8, 2010, Bolivia’s Authority for the Supervision and 
Social Control of Companies (“AEMP”), an agency of the Bolivian central government, will conduct an audit of the legal, financial and 
accounting information of EMIPA, which owns and operates the Don Mario Mine in Bolivia.
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The Company was advised that the purpose of the audit is to verify EMIPA’s compliance with Bolivian commercial and administrative 
regulations during the period from 2005 through 2009. The Company understands that it is one of a number of companies currently 
being audited by AEMP. The Company and EMIPA operate in full compliance with applicable laws and regulations and will cooperate 
fully with the Bolivian government authorities. The audit occurred during November and preliminary communications from AEMP 
indicate that there are no material issues.

Mineral reserve and resource figures provided by the Company are estimates and no assurances can be given that the indicated 
amount will be produced. Estimated reserves and resources may have to be recalculated based on actual production experience and 
the prevailing prices of the metals produced.

The economics of developing mineral deposits are affected by many factors, including variations in the grade of ore mined, the cost 
of operations and fluctuations in the sales price of products. The value of the Company’s mineral properties is heavily influenced by 
metal prices, particularly the price of copper and gold. Metal prices can and do change significantly over short periods of time and are 
affected by numerous factors beyond the control of the Company, including changes in the level of supply and demand, international 
economic and political trends, expectations of inflation, currency exchange fluctuations, interest rates, global or regional consumption 
patterns, speculative activities and increased production arising from improved mining and production methods and new discoveries. 
There can be no assurance that the prices of mineral products will be sufficient to ensure that the Company’s properties can be mined 
profitably. Depending on the price received for minerals produced, the Company may determine that it is impractical to commence or 
continue commercial production. The grade of any ore ultimately mined from a mineral deposit may differ from that predicted from 
drilling results or past production. Short-term factors relating to ore reserves, such as the need for orderly development of ore bodies 
or the processing of new or different grades, may also have an adverse effect on the results of operations. Moreover, there can be no 
assurance that because minerals are recovered in small scale laboratory tests that similar recoveries will be achieved under production 
scale conditions. Although precautions to minimize risks will be taken, processing operations are subject to hazards such as equipment 
failure or failure of tailings impoundment facilities, which may result in environmental pollution and consequent liability.

Mineral exploration and mining involve considerable financial, technical, legal and permitting risks. Substantial expenditures are usually 
required to establish ore reserves and resources, to evaluate metallurgical processes and to construct mining and processing facilities at 
a particular site. It is impossible to ensure that the exploration programs conducted by the Company will result in profitable commercial 
mining operations, as, within the mining industry, few properties that are explored are ultimately developed into producing mines. Risks 
associated with the conduct of exploration programs and the operation of mines include: unusual or unexpected geological formations; 
unstable ground conditions that could result in cave-ins or landslides: floods; power outages; shortages, restrictions or interruptions 
in supply of natural gas, cyanide, sulphur, lime, water or fuel; labour disruptions; social unrest in adjacent areas; fires; explosions; and 
the inability to obtain suitable or adequate machinery, equipment or labour. Any of these risks could have a material adverse effect on 
the Company’s results of operations or financial condition.

Beyond 2010 and in the absence of new operations or reserves being added, the Company’s revenue stream will depend on produc-
tion from the UMZ of the Don Mario Mine, the EVBC project and the Copperwood project. For any of its projects, the Company may 
experience difficulty in obtaining satisfactory financing terms or adequate project financing. Failure to obtain adequate financing on 
satisfactory terms could have a material adverse effect on Orvana’s results of operations or financial condition.

A high percentage of the Company’s revenues and assets are denominated in United States dollars, whereas a significant portion of the 
Company’s costs and assets are denominated in Euros, Canadian and Bolivian currencies. As such, the Company is exposed to foreign 
currency fluctuations.

Other Information

Critical Accounting Estimates 
The preparation of financial statements in accordance with GAAP requires management to make estimates 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 rev-
enues and expenses during the period. Actual results could differ significantly from those estimates. Specific items requiring estimates 
are ore reserves, accounts receivable, property, plant and equipment, depreciation and amortization, asset retirement obligations, 
future income taxes, stock-based compensation and other accrued liabilities and contingent liabilities.

Mineral reserves
The LMZ was depleted during the last quarter of fiscal 2009. Mineralized material from the Las Tojas deposit was processed concur-
rently with ore from the LMZ deposit during fiscal 2009. Processing of the mineralized material from the Las Tojas deposit is expected 
to continue into the second quarter of fiscal 2011. It is expected that mining of the UMZ of the Don Mario Mine will extend the life of 
mine to approximately 2019. 
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Net realizable amounts of property, plant and equipment
At September 30, 2010, the net book value of the Don Mario property, plant and equipment amounted to $19,135 (excluding UMZ 
feasibility study costs capitalized of $3,756). Amortization of these costs is calculated on the units-of-production method over the 
expected economic life of the mine. The expected economic life is dependent upon the estimated remaining ore; gold, copper and silver 
prices; and cash operating costs. Based upon current estimates of reserves, with copper prices in excess of $2.00 per pound and gold 
prices in excess of $650 per ounce, net realizable amounts are in excess of related net book value of property, plant and equipment. 
During the fiscal 2010 year, an evaluation was completed to assess the fair market value of the assets of the EVBC project acquired with 
Kinbauri Gold Corp., the results of this evaluation have been included in the net book value of the assets associated with the acquisition. 

The Company periodically assesses its capitalized exploration and development expenditures for impairment and where there are 
circumstances indicating that such impairment exists, the carrying value of the impaired asset is written down to fair value. The 
capitalized costs for the Copperwood project amounted to $6,993. The PEA for the 10 year underground mine at Copperwood showed 
a pre-tax cash flow internal rate of return of 26% using copper pricing of $2.00 per pound, with current copper prices in excess of this 
price, net realizable amounts are in excess of these capitalized costs.

Asset retirement obligations
At September 30, 2010, asset retirement obligations on a discounted basis amounted to $7,538 for the Company’s Don Mario Mine in 
eastern Bolivia and the EVBC mine in northern Spain. These asset retirement obligations relate to the dismantling of the mine facilities 
and environmental reclamation of the areas affected by mining operations. Associated long-lived assets include structures and the tail-
ings dam. Environmental reclamation requirements include mine water treatment, reforestation and dealing with soil contamination.

While mining of the LMZ ceased during fiscal 2009, the Company has taken the decision to develop the UMZ and mining operations 
are expected to commence in the second quarter of fiscal 2011. Management has determined that all existing infrastructure including 
the mills, processing plant, related structures and tailings dam will be required for mining the UMZ, thus, delaying by about 10 years the 
expected timing of performance of asset retirement activities. In addition, exploitation of the UMZ affected the estimates of the asset 
retirement obligations. The Company prepared new estimates of the asset retirement obligations relating to the UMZ and has reflected 
the new estimated liability and associated asset retirement cost in its financial statements.

At September 30, 2010, management estimates that the total undiscounted amount of the cash flows required to settle the Company’s 
asset retirement obligations with respect to the operation of the Don Mario Mine is $7,723. The credit-adjusted interest rate used to 
discount estimated cash flows for these liabilities is 8%. Accretion expense is recorded using the resulting weighted-average credit-
adjusted interest rate. The discounted amount of this obligation is estimated at $3,296 and the related costs are expected to be incurred 
in 2021 through 2024.

At September 30, 2010 management estimates the total undiscounted amount of the cash flows required to settle the Company’s 
asset retirement obligations with respect to the future operation of the EVBC project in Spain is $7,466. The Company prepared new 
estimates of the asset retirement obligations at the date of acquisition as part of the final purchase price allocation and has reflected the 
estimated liability and associated asset retirement cost in its financial statements. The credit–adjusted interest rate used to discount 
estimated cash flows is 8%. Accretion expense is recorded using the credit-adjusted interest rate. The discounted amount of the 
estimated cash flows required to settle the Company’s obligations with respect to the EVBC sites is $4,242. It is expected that these 
amounts will be incurred in 2018 and beyond. 

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 $477 for the year ended September 30, 2010 compared to $105 for the 
prior year. The stock-based compensation expense is based on an estimate of the fair value of the options issued during the period. 
The accounting for stock options requires estimates of interest rates, life of options, stock price volatility and the application of the 
Black-Scholes option pricing model.

Long-term compensation
Effective October 1, 2008 the Company established a Deferred Share Unit (“DSU”) plan for its directors, with each DSU having the 
same value as an Orvana common share. Under the plan the directors receive a portion of their annual compensation in the form of 
DSUs. The DSUs vest immediately and are redeemable in cash when the individual ceases to be a director. The fair value of amounts 
granted each period together with changes in fair value are expensed in the period. 
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Also effective on October 1, 2008 the Company established a Restricted Share Unit (“RSU”) plan for designated executives, with each 
RSU having the same value as an Orvana common share. Under the RSU plan certain executives may be awarded a portion of their 
bonus compensation in RSUs. The first awards of RSUs under the Plan were granted in the first quarter of fiscal 2010 in respect of 
the year ended September 30, 2009, and a provision in respect of these awards was accrued at September 30, 2009. A provision was 
accrued at September 30, 2010 for RSU’s to be granted with respect to the 2010 fiscal year. The fair value of amounts granted each 
period together with changes in fair value are expensed in the period.

Financial and Other Instruments
The Company has not used any hedging or other financial instruments in the current fiscal year 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 September 30, 2010, there were 116,318,172 
common shares outstanding with a stated value of $76,227 and there were also 2,680,000 stock options outstanding at the same date 
with a weighted-average exercise price of Canadian $0.91. Stock options outstanding have expiry dates ranging from 2011 to 2015.

Internal Controls over Financial Reporting and Disclosure Controls and Procedures
The management of Orvana, including the Chief Executive Officer and Chief Financial Officer, have evaluated the effectiveness of 
the design and operation of the Company’s internal controls over financial reporting and disclosure controls and procedures as of 
September 30, 2010. Based on this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that they were 
effective at a reasonable assurance level.

Orvana acquired Kinbauri in September of 2009 and management has completed their evaluation of the effectiveness of the design and 
operation of the internal controls over financial reporting and disclosure controls and procedures with respect to Kinbauri for the year 
ended September 30, 2010 and concluded that they were effective at a reasonable assurance level.

There were no significant changes in the Company’s internal controls or in other factors, with the exception of the acquisition indicated 
above, that could significantly affect those controls subsequent to the date the Chief Executive Officer and Chief Financial Officer 
completed their evaluation, nor were there any significant deficiencies or material weaknesses in the Company’s internal controls 
requiring corrective actions.

The Company’s management, including the Chief Executive Officer and the Chief Financial Officer does not expect that its disclosure 
controls and internal controls over financial reporting will prevent or detect all errors and fraud. A cost effective system of internal 
controls, no matter how well conceived or operated, can provide only reasonable not absolute, assurance that the objectives of the 
internal controls over financial reporting are achieved.

Changes in Accounting Policies and New Accounting Standards

Financial Instruments
During 2009, CICA Handbook Section 3862, Financial Instruments - Disclosures (“Section 3862”) was amended to require disclosure 
about the inputs to fair value measurements, including their classification within a hierarchy that prioritizes the inputs to fair value 
measurement. The three levels of the fair value hierarchy are:

 » Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities;

 » Level 2 - Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly, and;

 » Level 3 - Inputs that are not based on observable market data.

This amended standard applies to annual financial statements with fiscal years ending after September 30, 2009. The Company has 
included these disclosures in its annual consolidated financial statements for the year ending September 30, 2010.
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New accounting policies not yet adopted

Business Combinations, Consolidated Financial Statements and Non-Controlling Interests:

The CICA issued three new accounting standards in January 2009: Section 1582, “Business Combinations”, Section 1601, “Consolidated 
Financial Statements” and Section 1602, “Non-Controlling interests”. These new standards will be effective for fiscal years beginning 
on or after January 1, 2011. Section 1582 replaces section 1581 and establishes standards for the accounting for a business combination. 
Sections 1601 and 1602 together replace section 1600, “Consolidated Financial Statements”. Section 1601 establishes standards for the 
preparation of consolidated financial statements. Section 1602 establishes standards for accounting for a non-controlling interest in a 
subsidiary in consolidated financial statements subsequent to a business combination. The Company is in the process of evaluating 
the requirements of the new standards.

International Financial Reporting Standards (“IFRS”)
The Canadian Accounting Standards Board has confirmed that IFRS will replace current Canadian GAAP for publicly accountable 
enterprises, including the Company, effective for fiscal years beginning on or after January 1, 2011.

Accordingly, the Company will report interim and annual financial statements in accordance with IFRS beginning with the quarter ended 
December 31, 2011. The Company’s fiscal 2012 interim and annual financial statements will include comparative fiscal 2011 financial 
statements, adjusted to comply with IFRS.

IFRS Transition Plan
The Company has developed a comprehensive IFRS transition plan and established an implementation team to prepare for this transi-
tion. The Company has also engaged third-party advisers to assist with the planning and implementation of its transition to IFRS. The 
implementation team has completed its assessment of the key areas where changes to accounting policies may be required.

During the fourth quarter of fiscal 2010, the team has continued its detailed analysis of IFRS requirements for these key areas. The 
analyses include a detailed assessment of the alternatives available or any changes that may be required to Orvana’s current account-
ing policies.

The following table summarizes the Company’s progress and expectations with respect to its IFRS transition plan:

Initial scoping and analysis of key areas for which accounting 
policies may be impacted by the transition to IFRS. Complete

Detailed evaluation of potential changes required to accounting 
policies, information systems and business processes, including 
the application of IFRS 1 First-time Adoption of International 
Financial Reporting Standards. In progress, completion expected during Q1 fiscal 2011

Final determination of expected changes to accounting policies and 
choices to be made with respect to first-time adoption alternatives. Q2 – Q3 fiscal 2011

Resolution of the expected accounting policy change implications 
on information technology, internal controls, business processes 
and contractual arrangements. Q2 – Q4 fiscal 2011

Quantification of the expected Financial Statement impact of 
changes in accounting policies. Determination of opening balance 
sheet, October 1, 2010 under IFRS policies. Q2 – Q4 fiscal 2011

Preparation of pro forma Q1 fiscal 2012 financial statements 
consistent with IFRS presentation and disclosure requirements. Q3 fiscal 2011 – Q1 fiscal 2012

Board, management and employee education and training. Throughout the transition process

Impact of Adopting IFRS on the Company
As part of its analysis of potential changes to significant accounting policies, the Company is assessing what changes may be required 
to its accounting systems, and business processes. To date, changes to systems and processes that have been identified are minimal 
and the Company believes the systems and processes can accommodate the necessary changes. The Company will also identify any 
contractual arrangements that may be affected by potential changes to significant accounting policies.
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The Company’s staff and advisers involved in the preparation of financial statements will be trained on the relevant aspects of IFRS and 
the anticipated changes to accounting policies. Employees of the Company that will be affected by a change to business processes as 
a result of the conversion to IFRS will also be trained as necessary.

The Board of Directors and Audit Committee are being regularly updated on the progress of the IFRS conversion plan, and with 
information regarding the potential for changes to significant accounting policies. 

Impact of Adopting IFRS on Internal Controls over Financial Reporting
Any changes to accounting policies or business processes have the potential to affect the Company’s internal controls over financial 
reporting (“ICFR”). As part of its analysis of potential changes to accounting policies, the implementation team is assessing whether 
changes to ICFR are required.

The Company has also reviewed certain existing controls and procedures to ensure they are appropriately included in the ongoing 
activities of the IFRS transition plan.

First-time Adoption of IFRS
The adoption of IFRS requires the application of IFRS 1 First-time Adoption of International Financial Reporting Standards (“IFRS 1”), 
which provides guidance for an entity’s initial adoption of IFRS. IFRS 1 generally requires retrospective application of IFRS as effective at 
the end of its first annual IFRS reporting period. However, IFRS 1 also provides certain optional exemptions and mandatory exceptions 
to this retrospective treatment. 

To date, the Company has identified the following IFRS optional exemptions it may apply in the preparation of an opening IFRS state-
ment of financial position as at October 1, 2010, Orvana’s “Transition Date”:

 » To apply IFRS 2 Share-based Payments only to equity instruments that were issued after November 7, 2002 and had not vested by 
the Transition Date.

 » To apply IFRS 3 Business Combinations prospectively from the Transition Date, therefore not restating business combinations 
that took place prior to the Transition Date.

 » To apply IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities prospectively from the Transition Date. 
IFRIC 1 provides guidance regarding the treatment of changes in decommissioning, restoration and similar liabilities, such as the 
Company’s asset retirement obligations.

 » To elect not to apply retrospective treatment to certain aspects of IAS 21. The Effect of Changes in Foreign Exchange Rates, and 
deem the cumulative translation differences for all foreign operations to be zero at the Transition Date.

 » To apply the transition provisions of IFRIC 4 Determining whether an Arrangement Contains a Lease, therefore determining if ar-
rangements existing at the Transition Date contain a lease based on the circumstances existing at that date.

As the analysis of its accounting policies under IFRS continues, the Company may decide to elect to apply these, or other, optional 
exemptions contained in IFRS 1.

IFRS 1 does not permit changes to estimates that have been made previously. Accordingly, estimates used in the preparation of the 
Company’s opening IFRS statement of financial position as at the Transition Date will be consistent with those made under current 
Canadian GAAP. 

Impact of Adopting IFRS on the Company’s Financial Statements
The adoption of IFRS may result in changes to significant accounting policies and have an impact on the recognition, measurement 
and disclosure of balances and transactions in the Company’s financial statements. 

Although the Company has not yet completed the determinations of the full effects of adopting IFRS on its financial statements, 
included below are highlights of the areas that have been identified as having the most potential for a change to significant accounting 
policies. The list is not intended to be a complete list of areas where the adoption of IFRS will require a change in accounting policies, 
but to highlight the areas identified to have the most potential for significant changes.

As the IFRS implementation plan continues, the Company will make a final determination of changes to its accounting policies that will 
result from adopting IFRS, and may identify other changes that will have an impact on the financial statements. 
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Exploration expenditures
IFRS currently allows an entity to retain its existing accounting policies related to the exploration for and evaluation of mineral proper-
ties, subject to some restrictions.

The Company expects to retain its current policy of capitalizing exploration and evaluation expenditures once management has deter-
mined that there is a reasonable expectation of economic extraction of minerals from the property. However the Company expects to 
change its accounting policies such that capitalized exploration costs are reclassified to deferred development costs when technical 
feasibility and commercial viability are demonstrable. The Company expects the retrospective application of this change in accounting 
policy will not have a significant effect on its financial statements.

Property, plant and equipment (measurement and valuation)
IFRS requires the Company to choose, for each class of capital assets, between the cost model and the revaluation model. Under 
the revaluation model, an item of PP&E is carried at its revalued amount, being its fair value at the date of the revaluation less any 
accumulated amortization and accumulated impairment losses. The Company expects it will choose the cost model in accounting for 
its capital assets, which is consistent with current Canadian GAAP.

Other aspects of IAS 16, while similar to current Canadian GAAP, include some differences that will require a change in accounting 
policies. These differences include the accounting for significant components of assets that are recorded and depreciated separately. 

The retrospective application of this change in accounting policy may have a significant effect on the measurement of property, plant 
and equipment.

Impairment of (non-financial) assets
IFRS requires a write down of assets if the higher of the fair market value and the value in use of a group of assets is less than its 
carrying value. Value in use is determined using discounted estimated future cash flows. Current Canadian GAAP requires a write down 
to estimated fair value only if the undiscounted estimated future cash flows of a group of assets are less than its carrying value. In 
addition, the grouping of assets for the purposes of impairment may be different under IFRS than currently used under Canadian GAAP. 
Depending on the circumstances, this may lead to the recognition of impairment losses under IFRS that would not otherwise have been 
recognized under current Canadian GAAP.

Provisions, including asset retirement obligations
IFRS requires the recognition of a decommissioning liability for legal or constructive obligations, while current Canadian GAAP only 
requires the recognition of such liabilities for legal obligations. A constructive obligation exists when an entity has created reasonable 
expectations that it will take certain actions. In addition, IFRS differs in certain respects related to the measurement of provisions, 
including asset retirement obligations. Changes in accounting policies to reflect these differences may result in changes to the mea-
surement of certain liabilities.

Foreign Currencies
IFRS requires that the functional currency of the Company and its subsidiaries be determined separately, and the process of consider-
ing factors to determine functional currency are somewhat different than current Canadian GAAP. It is possible that a change in the 
functional currency of the Company and one or more its subsidiaries would be required on adoption of IFRS. The Company has not 
finalized this assessment or whether retrospective application of any change would have a significant effect on the financial statements.

Share-based payments
In certain circumstances, IFRS requires a different measurement of share-based compensation than current Canadian GAAP. In particular, 
a change may be required to the measurement and timing of recognizing the expense associated with grants under the stock option plan. 
The Company is determining the impact of the change on the measurement of compensation expense associated with the stock option plan.

Accounting for income taxes
While accounting for income taxes is similar under IFRS and Canadian GAAP, in certain circumstances there are differences in the 
measurement of future tax assets and future tax liabilities. The Company is determining whether any changes in its accounting policies 
related to income taxes will have a significant effect on its financial statements.
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Subsequent Disclosures
Further disclosures of the IFRS transition process are expected as follows:

 »  The Company’s Management Discussion and Analysis for the fiscal 2011 interim periods and the year ended September 30, 2011 
will include updates on the progress of the transition plan, and, to the extent known, information regarding the impact of adopt-
ing IFRS on key line items in the annual financial statements. 

 »  The Company’s first financial statements prepared in accordance with IFRS will be the interim financial statements for the three 
months ending December 31, 2011, which will include notes disclosing transitional information and disclosure of new accounting 
policies under IFRS. The interim financial statements for the three months ending December 31, 2011 will also include fiscal 2011 
financial statements for the comparative period, adjusted to comply with IFRS, and the Company’s Transition Date IFRS state-
ment of financial position (as at October 1, 2010).

Other Information
Other operating and financial information, including the Company’s Annual Information Form, is available in public disclosure docu-
ments filed on SEDAR at www.sedar.com and on the Company’s website at www.orvana.com.



Annual Report 2010  35

Management’s Responsibility 
for Financial Reporting

he accompanying consoli-
dated financial statements 
of Orvana Minerals Corp. 

were prepared by management in 
accordance with Canadian gener-
ally accepted accounting principles. 
Management acknowledges re-
sponsibility for the preparation and 

presentation of the consolidated 
financial statements, including 

responsibility for significant accounting judg-
ments and estimates and the choice of accounting 
principles and methods that are appropriate to 
the Company’s circumstances. The significant ac-
counting policies of the Company 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 review-
ing and approving the consolidated 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 Committee are not officers of the Company. 
The Audit Committee meets with management to 
review the internal controls over the financial re-
porting process, the consolidated financial state-
ments and the auditors’ report. The Audit Com-
mittee 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 
Directors 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 appli-
cable laws and regulations, and for maintaining 
proper standards of conduct for its activities.

Roland Horst

Chief Executive Officer 

Malcolm King

Vice President and Chief Financial Officer

Toronto, Canada 
December 10, 2010
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e have audited 
the consolidat-

ed balance sheets 
of Orvana Miner-

als Corp. (the Com-
pany) as at September 

30, 2010 and 2009 and 
the related consolidat-

ed statements of income 
(loss) and comprehen-

sive income (loss), shareholders’ equity, and cash 
flows for the years then ended. These consolidat-
ed financial statements are the responsibility of 
the Company’s management. Our responsibility 
is to express an opinion on these consolidated fi-
nancial statements based on our audits.

We conducted our audits in accordance with 
Canadian generally accepted auditing standards. 
Those standards require that we plan and perform 
an audit to obtain reasonable assurance whether 
the consolidated financial statements are free 
of material misstatement. An audit includes 
examining, on a test basis, evidence supporting 
the amounts and disclosures in the consolidated 

financial statements. An audit also includes as-
sessing the accounting principles used and sig-
nificant estimates made by management, as well 
as evaluating the overall consolidated financial 
statement presentation.

In our opinion, these consolidated financial 
statements present fairly, in all material respects, 
the financial position of the Company as at Sep-
tember 30, 2010 and 2009 and the results of its 
operations and its cash flows for the years then 
ended in accordance with Canadian generally ac-
cepted accounting principles.

Chartered Accountants,  
Licensed Public Accountants

Toronto, Canada 
December 10, 2010

To the Shareholders of Orvana Minerals Corp.
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2010 2009
Assets

  Current assets

  Cash and cash equivalents (note 2(h)) $ 12,700 $ 58,036

  Value-added taxes receivable and prepaid expenses 10,992 5,751

  Gold inventory 753 751

  Supplies inventory 5,473 3,829

  Income tax receivable 79 - 

29,997 68,367

  Reclamation bonds (note 6(b)) 3,287 1,309

  Property, plant and equipment (note 4) 123,188 70,931

$ 156,472 $ 140,607

Liabilities

  Current liabilities

  Bank debt (note 13) $ 3,049 $ - 

  Accounts payable and accrued liabilities 15,346 7,174

  Income taxes payable - 5,990

  Current portion of long-term debt (note 5) 1,749 2,229

  Current portion of obligations under capital lease (note 7) 975 -

21,119 15,393

  Long-term debt (note 5) 833 1,915

  Obligations under capital leases (note 7) 1,547 -

  Asset retirement obligations (note 6) 7,538 2,792

  Provision for statutory labour obligations 1,771 1,406

  Future income tax liability (note 10) 12,402 8,346

  Long-term compensation (note 8(d)) 1,860 388

47,070 30,240

Shareholders' equity

  Share capital (note 8(b)) 76,227 74,777

  Contributed surplus 1,674 1,658

  Retained earnings 31,501 33,932

109,402 110,367

$ 156,472 $ 140,607

Commitments and contingencies (note 14)

Subsequent events (note 18)

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

Approved by the Board of Directors:

Roland Horst     Robert Mitchell

Director      Director

Consolidated Balance  
Sheets
As at September 30 (In thousands of United States dollars)



38  Orvana Minerals Corp.

2010 2009
Revenues

Gold sales $ 32,344 $ 56,005

Costs and expenses of mining operations

  Cost of sales 18,097 15,217

  Royalties and mining rights 1,115 1,783

  Mining royalty taxes 2,263 3,916

  Depreciation and amortization 3,610 9,802

  Accretion (note 6) 191 167

25,276 30,885

7,068 25,120

Expenses (other income)

  General and administration 4,414 3,570

  Exploration 490 703

  Stock-based compensation (note 8(c)) 477 105

  Long-term compensation (note 8(d)) 1,385 369

  Community relations 279 477

  Interest on long-term debt 313 280

  Other expense (income) 1,254 (948)

  Foreign exchange (gain) loss (698) 218

7,914 4,774

(Loss) income before current and future income taxes (846) 20,346

Provision for income taxes (note 10)

  Current income taxes 1,870 8,297

  Future income tax expense (recovery) (285) (1,351)

1,585 6,946

Net (loss) income and comprehensive (loss) income $ (2,431) $ 13,400

(Loss) earnings per share (note 11)

  Basic and diluted $ (0.02) $ 0.12

Weighted-average number of shares outstanding - basic 115,562,342 115,233,173

Weighted-average number of shares outstanding - diluted 116,456,273 115,262,131

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

Consolidated Statements  
of Income (Loss) and  
Comprehensive Income (Loss)
Year ended September 30 (In thousands of United States dollars except per share amounts)
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Share  
Capital

Contributed 
Surplus

Retained 
Earnings Total

Balance, September 30, 2008 $ 74,777 $ 1,553 $ 20,532 $ 96,862

Stock-based compensation - 105 - 105

Net income - - 13,400 13,400

Balance, September 30, 2009 74,777 1,658 33,932 110,367

Exercise of stock options 1,450 (461) - 989

Stock-based compensation - 477 - 477

Net loss - - (2,431) (2,431)

Balance, September 30, 2010 $ 76,227 $ 1,674 $ 31,501 $ 109,402

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

Consolidated Statements of 
Shareholders’ Equity
Year ended September 30 (In thousands of United States dollars)
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2010 2009
Operating activities

Net (loss) income $ (2,431) $ 13,400

Depreciation and amortization 3,610 9,802

Accretion (note 6) 191 167

Stock-based compensation (note 8(c)) 477 105

Long-term compensation (note 8(d)) 1,385 369

Future income taxes (recovery) (note 10) (285) (1,351)

Provision for statutory labour obligations 365 99

Foreign exchange (767) 254

2,545 22,845

Changes in non-cash working capital items

  Gold sales receivable - 1,785

  Value-added taxes receivable and prepaid expenses (5,241) (468)

  Gold inventory (2) 1

  Supplies inventory (1,644) (958)

  Income tax receivable (79) -

  Accounts payable and accrued liabilities 1,767 (1,772)

  Income taxes payable (5,990) (1,802)

(8,644) 19,631

Financing activities

Increase in bank debt 3,049 -

Increase in long-term debt (note 5) 1,000 1,500

Repayment of long-term debt (note 5) (2,562) (1,601)

Reclamation bond (1,978) -

Exercise of stock options 989 -

498 (101)

Investing activities

Capital expenditures (35,352) (7,709)

Capital expenditures under capital lease (2,145) -

Acquisition of Kinbauri Gold Corp., net of cash acquired (note 3) - (44,591)

Cash settlement of long-term compensation (13) (17)

(37,510) (52,317)

Change in cash and cash equivalents (45,656) (32,787)

Cash and cash equivalents, beginning of period 58,036 91,041

Effect of exchange rate changes on cash held in foreign currencies 320 (218)

Cash and cash equivalents, end of period $ 12,700 $ 58,036

Other information

Income taxes paid $ 7,789 $ 10,148

Interest paid $ 392 $ 284

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

Consolidated Statements of 
Cash Flows
Year ended September 30 (In thousands of United States dollars)
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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 pre-
cious and base metal deposits. The Company owns 
and operates the Don Mario Mine and property 
(note 4(a)) in eastern Bolivia which is held indi-
rectly through its wholly-owned subsidiary, Empresa 
Minera Paititi S.A. (“EMIPA”). The Company also 
owns the El Valle-Boinás/Carlés project (note 4(b)) 
(“EVBC”) in Spain, which is held indirectly through 
its wholly-owned subsidiary Kinbauri Espana S.L. 
(“Kinbauri”). In addition, the Company holds min-
eral leases in the state of Michigan, USA, referred 
to as the Copperwood project (note 4(c)) which is 
held indirectly through its wholly-owned subsidiary, 
Orvana Resources US Corp. (“Orvana Resources”). 
The Company’s shares are listed on the Toronto 
Stock Exchange.

2
Summary of Significant Accounting 
Policies

The following is a summary of significant account-
ing policies used in the preparation of these consoli-
dated 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”). 
The consolidated financial statements include the 
assets, liabilities, revenues and expenses of the fol-
lowing wholly-owned subsidiaries:

Operating companies:

Empresa Minera Paititi S.A. (“EMIPA”) 
Kinbauri Espana S.L. (“Kinbauri”) 
Orvana Resources US Corp. (“Orvana 
Resources”)

Non-operating companies:

Kinbauri Galicia S.L. 
Orvana Minerals Asturias Corp. (“Orvana 
Asturias”) 
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.

(b) Use of estimates
The preparation of financial statements in accordance 
with Canadian GAAP requires management to make 
estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of the 
financial statements 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 ma-
terial estimates in determining amounts recorded 
include accounts 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 as well as risks and rewards have passed 
to the buyer, which occurs on the date of export.

Notes to Consolidated  
Financial Statements
September 30, 2010 and 2009 (In thousands of United States Dollars unless otherwise noted)
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Notes to Consolidated Financial Statements (continued)
September 30, 2010 and 2009 (In thousands of United States Dollars unless otherwise noted)

(d) Exploration expenditures
The costs of acquiring mineral properties are capitalized. Property option costs and exploration and development expenditures are 
capitalized once management has determined that there is a reasonable expectation of economic extraction of minerals from the 
property. The Company periodically assesses its capitalized exploration and development expenditures for impairment and where there 
are circumstances indicating that such impairment exists, the carrying value of the impaired asset is written down to fair value.

(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 of the options 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 8(c). 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.

Deferred share unit (“DSU”) plan
The Company established a DSU Plan, effectively a phantom stock plan, for directors, effective October 1, 2008. The initial fair value 
of units issued is expensed and is included in long-term compensation expense in the consolidated statement of income and com-
prehensive income. The fair value of the DSUs is marked to the quoted market price of the Company’s shares at each reporting date 
and changes in their fair value are recorded in long-term compensation expense. Payouts are settled in cash within a specified period 
following a director’s departure.

Restricted share unit (“RSU”) plan
The Company established a RSU Plan, effectively a phantom stock plan, for designated executives, effective October 1, 2008, with 
awards made as determined by the Board of Directors of the Company. RSUs are settled in cash and are valued using the market value 
of the underlying stock at the grant date. The fair value of the RSUs is marked to the quoted market price of the Company’s shares at 
each reporting date and changes in their fair value are recorded in long-term compensation expense.

(f) Income taxes
Income taxes are calculated using the asset and liability method of tax accounting. Under this method, current income 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 liabilities and on 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 income tax assets and liabilities of a change in the enacted tax rate is included in income 
in the period in which the change is substantially enacted. Future income tax assets are recorded to recognize tax benefits only to the 
extent that, based on available 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 all “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. 

Cash and cash equivalents includes $753 of cash on deposit in favour of the Spanish government pending audit by the government of 
compliance with the terms of certain capital investment subsidies received by the Company.

In addition, at September 30, 2010, there were bank guarantees from Banco Bisa S.A. amounting to approximately $716 (2009 - $640), 
related to refunded amounts of value-added taxes and natural gas purchases.

(i) Inventories
Gold inventory, which consists of gold bullion and gold in circuit, is stated at the lower of carrying value and net realizable value. 
Supplies inventory is stated at the lower of average cost and replacement cost.
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(j) Property, plant and equipment
Property, plant and equipment, including mine development expenditures, are carried at cost less accumulated depreciation and amor-
tization and less any write-downs to recognize impairments. Depreciation and amortization of mine property, plant and equipment are 
charged to income on a units of production basis over estimated ore tonnage available for processing. Properties under development 
include initial acquisition costs, property option costs, exploration and development costs once the company determines there is a 
reasonable expectation of economic extraction of minerals from the property. 

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. The capitalized cost is amortized on a 
unit-of-production basis. Changes in the liability for an asset retirement obligation resulting from the passage of time and/or revisions 
to either the timing 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 in the initial measurement of 
fair value. Upon settlement 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. These estimates are also based on 
expected remediation requirements relating to the Don Mario Mine and property and the El Valle-Boinás/Carlés (“EVBC”) project. 
Changes in estimates are accounted for prospectively from the period in which these estimates are revised.

(l) Foreign currency translation
The functional and reporting currency of the Company is the US dollar. The Company’s foreign operations are classified as integrated 
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 historical 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 determination of income for the current period.

(m) Financial Instruments
All financial instruments have been classified into one of the following five categories: Held-for-trading assets or liabilities, held-to-
maturity investments, loans and receivables, available-for-sale financial assets or other financial liabilities. Held-for-trading financial 
instruments are measured at fair value and all gains and losses are included in net income in the period in which they arise. Available-
for-sale financial instruments are measured at fair value with revaluation gains and losses included in accumulated other compre-
hensive income until the instruments are derecognized or impaired. Loans and receivables, investments held-to-maturity and other 
financial liabilities are measured at amortized cost using the effective interest method.

The Company made the following classifications:

Cash and cash equivalents Loans and receivables

Gold sales receivable Loans and receivables

Value-added taxes receivable Loans and receivables

Accounts payable and accrued liabilities Other financial liabilities

Income taxes payable Other financial liabilities

Capital leases Other financial liabilities

Long-term debt Other financial liabilities

Provision for statutory labour obligations Other financial liabilities
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Notes to Consolidated Financial Statements (continued)
September 30, 2010 and 2009 (In thousands of United States Dollars unless otherwise noted)

(n) New accounting policies

Financial Instruments
During 2009, CICA Handbook Section 3862, Financial Instruments-Disclosures (“Section 3862”) was amended to require disclosure 
about the inputs to fair value measurements, including their classification within a hierarchy that prioritizes the inputs to fair value 
measurement. The three levels of the fair value hierarchy are:

 »  Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities;

 »  Level 2 - Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly, and;

 »  Level 3 - Inputs that are not based on observable market data.

Cash and cash equivalents are classified under Level 2 of the Fair Value Hierarchy set out in Section 3862 of the CICA Handbook.

Leased assets
Assets acquired under capital leases are capitalized and amortized in accordance with the Company’s policy on property, plant and 
equipment. The associated obligations are included under financial liabilities.

(o) Future accounting changes
Business Combinations, Consolidated Financial Statements and Non-Controlling Interests:

The CICA issued three new accounting standards in January 2009: Section 1582, “Business Combinations”, Section 1601, “Consolidated 
Financial Statements” and Section 1602, “Non-Controlling interests”. These new standards will be effective for fiscal years beginning 
on or after January 1, 2011. Section 1582 replaces section 1581 and establishes standards for the accounting for a business combination. 
Sections 1601 and 1602 together replace section 1600, “Consolidated Financial Statements”. Section 1601 establishes standards for 
the preparation of consolidated financial statements. Section 1602 establishes standards for accounting for a non-controlling interest 
in a subsidiary in consolidated financial statements subsequent to a business combination. The key differences pertaining to these new 
standards would be accounting for transaction costs and accounting for the negative goodwill.

3
Acquisition of Kinbauri Gold Corp.

On August 28, 2009, at the expiry of Orvana’s offer to purchase all of the outstanding common shares of Kinbauri, the Company 
had acquired 94.9% of the issued and outstanding common shares of Kinbauri, a company listed on the TSX Venture Exchange. On 
September 24, 2009, the Company, through a wholly-owned subsidiary, completed a compulsory acquisition, pursuant to section 206 
of the Canada Business Corporations Act, of the remaining outstanding common shares not already owned by it. Kinbauri was delisted 
from the TSX Venture Exchange on September 25, 2009 and subsequently, an application was granted by the relevant provincial securi-
ties commissions for Kinbauri to cease to be a reporting issuer.

The aggregate purchase price was $45,068 including $44,483 paid in cash for the common shares of Kinbauri and transaction costs 
relating to the acquisition of $2,615 less cash acquired amounting to $2,030.

Kinbauri’s results from operations have been included from the acquisition date.

During fiscal 2010, the Company obtained third party valuations of certain tangible and intangible assets. The final purchase price 
allocation of Kinbauri has been adjusted from what was disclosed in 2009, as a result of the final review of assets acquired and liabilities 
assumed. Plant and equipment values increased and there was a reduction of mineral properties and deferred development costs. 
Asset retirement obligations increased based on an environmental assessment and future income tax liabilities increased as a result 
of the changing asset values. Accounts payable and accrued liabilities increased reflecting the Glen Eagle litigation settlement and 
increased transaction costs.

The fair value of the assets acquired and liabilities assumed was higher than the price paid of $45,068, which suggests that the acquisi-
tion was a bargain purchase. This difference is referred to as negative goodwill and was allocated on a pro-rata basis to the plant and 
equipment, mineral properties and deferred development costs and future income taxes.
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As at September 30, 2009

Preliminary 
fair value

Fair value 
adjustments Fair value

Allocation 
of negative 

goodwill
Final fair 

value

Current assets $ 1,008 $ - $ 1,008 $ - $ 1,008

Reclamation bonds 1,309 - 1,309 - 1,309

Plant and equipment 3,513 37,985 41,498 (16,219) 25,279

Mineral properties and deferred  
  development costs

49,550 13,401 62,951 (24,605) 38,346

  Total assets acquired 55,380 51,386 106,766 (40,824) 65,942

Accounts payable and accrued liabilities 1,684 2,000 3,684 - 3,684

Asset retirement obligations 469 3,773 4,242 - 4,242

Future income taxes 8,159 17,036 25,195 (12,247) 12,948

  Total liabilities assumed 10,312 22,809 33,121 (12,247) 20,874

  Net assets acquired $ 45,068 $ 28,557 $ 73,645 $ (28,577) $ 45,068

Prior to its acquisition by Orvana, Kinbauri entered into an agreement (the “NSR Agreement”) in which its Spanish subsidiary granted a 
2.5% Net Smelter Return royalty in return for consideration of Cdn. $7,500. The royalty rate increases to 3% for any quarter year in which 
the average price of gold reaches or exceeds $1,100 per ounce. The Company has fair valued the royalty at $10,787, being the present 
value of forecasted royalty payments using a 15% discount rate.

Future income tax liabilities of $12,948 arising from timing differences on depreciable assets have been recognized.

4
Property, Plant and Equipment

As at September 30, 2010 Cost
Accumulated 
amortization

Net carrying 
value

Land $ 1,910 $ - $ 1,910

Plant and equipment 80,368 30,580 49,788

Furniture and equipment 564 122 442

Equipment under capital lease 4,574 - 4,574

87,416 30,702 56,714

Mineral properties

  Don Mario - UMZ 3,756 - 3,756

  Copperwood 6,677 - 6,677

  El Valle-Boinás/Carlés 56,041 - 56,041

66,474 - 66,474

Total $ 153,890 $ 30,702 $ 123,188
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Notes to Consolidated Financial Statements (continued)
September 30, 2010 and 2009 (In thousands of United States Dollars unless otherwise noted)

As at September 30, 2009 Cost
Accumulated 
amortization

Net carrying 
value

Land $ 1,281 $ - $ 1,281

Plant and equipment 40,456 27,125 13,331

Furniture and equipment 274 84 190

42,011 27,209 14,802

Mineral properties

  Don Mario - LMZ 11,698 11,698 -

  Don Mario - UMZ 2,718 - 2,718

  Copperwood 3,861 - 3,861

  El Valle-Boinás/Carlés 49,550 - 49,550

67,827 11,698 56,129

Total $ 109,838 $ 38,907 $ 70,931

(a) Don Mario Mine and property (Bolivia)
The Company has a 100% working interest in the Don Mario property comprising eleven mineral concessions located in eastern 
Bolivia. Annual payments aggregating $222 are made to maintain the mining rights and to keep these concessions in good standing. 

The Don Mario Mine gold-bearing Lower Mineralized Zone (“LMZ”) commenced commercial production on July 1, 2003. Production 
ceased during the year ended September 30, 2009. However, gold production has been extended into fiscal 2010 through mining of 
the nearby Las Tojas deposit. The Company is also proceeding with development of the Don Mario Mine Upper Mineralized Zone 
(“UMZ”), a copper-gold-silver deposit. Certain of the mineral concessions are subject to a 3% net smelter return royalty (“NSR”) 
payable to a third party.

(b) El Valle-Boinás/Carlés (“EVBC”) (Spain)
Orvana acquired the El Valle-Boinás/Carlés project in August 2009 through the acquisition of Kinbauri Gold Corp. (note 3). The El 
Valle-Boinás/Carlés gold-copper project is located in the Rio Narcea Gold Belt in northern Spain. The Company has begun underground 
development with the goal to recommence production in fiscal 2011. The mineral production is subject to a NSR of 2.5%, which 
increases to 3% for any quarter in which the average gold price reaches or exceeds $1,100 per ounce.

(c) Copperwood Project (United States)
In 2008 and 2010, the Company’s wholly-owned subsidiary, Orvana Resources, entered into mineral leases within the “Western Syn-
cline” which is located in the Upper Peninsula of the State of Michigan.

Under the mineral leases, in consideration for annual lease payments, Orvana Resources will have mineral rights until the later of the 
20th anniversary of the date of the lease or the date Orvana Resources ceases to be actively engaged in development, mining, or related 
operations on the property. Lease payments will be applied to any royalty payments due under related NSR agreements that Orvana 
Resources has entered into with the lessor. The NSR’s, which will be determined quarterly and, range from 2% to 4% on a sliding scale 
based on inflation-adjusted copper prices. The mineral leases may be terminated by Orvana Resources on 60 days’ notice.

Orvana Resources also entered into an agreement on August 23, 2010 to purchase land adjacent to the Copperwood Project to facilitate 
road access to the site and additional space for mining infrastructure. The purchase price of $1,900 included $300 paid on signing 
and the remainder to be paid in five instalments over the next 2 years. The payments include interest at an annual interest rate of 6%. 
Orvana Resources has the right to put the property back to the Vendor on the same terms as the original purchase up to August 2013, 
if no mining activity has taken place.

The following is a schedule of the future payments for the land purchase:

Fiscal 2011 $ 687

 2012 1,045

$ 1,732
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5
Long-term debt

On March 4, 2008, EMIPA entered into a term credit facility agreement of $5,000 with Banco Bisa S.A. (“BISA”). This facility bears inter-
est at 7.75% and is payable in equal quarterly instalments over a three-year period. At September 30, 2010, $915 (2009 - $2,644) was 
outstanding under this facility. During the year, $1,729 (2009 - $1,601) was repaid against this loan. The Company used the proceeds of 
this credit facility to purchase additional electrical generation equipment and a ball mill to increase ore treatment capacity.

On September 29, 2009, EMIPA entered into a second BISA agreement of $2,500. This facility bears interest at 7.8% and is payable 
in equal quarterly instalments over a three-year period. The first tranche of $1,500 was advanced on September 30, 2009. The second 
tranche of $1,000 was advanced on November 30, 2009. At September 30, 2010, $1,667 (2009 - $1,500) was outstanding under this 
facility. During the year, $833 (2009 - $nil) was repaid against this loan. The proceeds of this second credit facility were used to fund 
capital investments for the mineral flotation system for the Upper Mineralized Zone project.

The Company has the option of repaying both of these loans prior to the end of their terms without penalties and there are no specific 
covenants related to these credit facilities. Both loans are secured by certain machinery and equipment of EMIPA.

Long-term debt repayments are as follows:

March 2008 
Credit Facility

September 2009 
Credit Facility

Total Long-
Term Debt

Fiscal 2011 $ 915 $ 834 $ 1,749

 2012 - 833 833

915 1,667 2,582

Less: current portion 915 834 1,749

$ - $ 833 $ 833

On October 8, 2010, the Company’s wholly-owned subsidiary, Kinbauri, entered into a $50 million credit agreement with Credit Suisse 
AG. Refer to note 18 - Subsequent events for more details.

6
Asset retirement obligations

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

Year ended September 30, 2010 2009
Balance, October 1 $ 2,792 $ 2,156

Obligation assumed through acquisition of Kinbauri Gold Corp. - 469

Incremental obligation - Don Mario Mine 829 -

Incremental obligation - El Valle-Boinás/Carlés Mine 3,726 -

Accretion expense 191 167

Balance, September 30 $ 7,538 $ 2,792

Year ended September 30, 2010 2009
Balance, September 30, consists of:

Don Mario Mine - Bolivia (a) $ 3,296 $ 2,323

El Valle-Boinás/Carlés Mine - Spain (b) 4,242 469

$ 7,538 $ 2,792

Asset retirement obligations amounting to $7,538 relate to the Company’s Don Mario Mine in eastern Bolivia and the EVBC Mine in 
northern Spain. These asset retirement obligations relate to the dismantling of the mine facilities and environmental reclamation of 
the areas affected by mining operations. Associated long-lived assets include structures, pits and the tailings dams. Environmental 
reclamation requirements include mine water treatment, reforestation and dealing with soil contamination.
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Notes to Consolidated Financial Statements (continued)
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(a) While mining of the LMZ ceased during fiscal 2009, the Company has taken the decision to develop the UMZ and mining operations 
are expected to commence in fiscal 2011. Management has determined that all existing infrastructure including the mills, processing 
plant, related structures and tailings dam will be required for mining the UMZ, thus, delaying by about 10 years the expected timing 
of performance of asset retirement activities. In addition, pre-production of the UMZ affected the estimates of the asset retirement 
obligations. The Company prepared new estimates of the asset retirement obligations relating to the UMZ and has reflected the new 
estimated liability and associated asset retirement cost in its financial statements.

At September 30, 2010, management estimates that the total undiscounted amount of the cash flows required to settle the Company’s 
asset retirement obligations with respect to the operation of the Don Mario Mine to be $7,723. The credit-adjusted, interest rate used 
to discount estimated cash flows for these liabilities is 8%. Accretion expense is recorded using the resulting weighted-average credit-
adjusted, risk-free interest rate. The discounted amount of this obligation is estimated at $3,296 (September 30, 2009 - $2,323) and the 
related costs are expected to be incurred in 2021 through 2024.

(b) At September 30, 2010 management estimates the discounted asset retirement obligations for the EVBC project in Spain at $4,242 
(September 30, 2009 - $469). The Company prepared new estimates of the asset retirement obligations at the date of acquisition as 
part of the final purchase price allocation and has reflected the estimated liability and associated asset retirement cost in its financial 
statements at the date of acquisition. The credit–adjusted, interest rate used to discount estimated cash flows is 8%. Accretion 
expense is recorded using the credit-adjusted, interest rate. The undiscounted amount of the estimated cash flows required to settle 
the Company’s current obligations with respect to the EVBC sites is $7,466. It is expected that these amounts will be incurred in 2018 
and beyond. 

Prior to its acquisition by Kinbauri, the El Valle Mine had been shut down by its then owner and remediation measures required were 
completed. On Kinbauri’s acquisition of El Valle a reclamation bond of ¤894,684 was deposited, as required by Spanish mining regula-
tions. In fiscal 2010, an additional reclamation bond in the amount of ¤1,521,960 was deposited by Orvana relating to the Company’s 
new tailings facility. These funds are held in a Spanish financial institution as restricted cash and amount to approximately $3,287 at 
September 30, 2010 (September 30, 2009 - $1,309) and they will be released after all reclamation work has been completed. 

7
Obligations under capital leases

During the year, the Company entered into leases to purchase mining trucks, scoop trams and other mining equipment totalling $4,574 
with deposits of $1,681 paid at the time of purchase. The leases are repayable in quarterly instalments over the next three-years with 
annual interest at 5.5%. At September 30, 2010, the obligation outstanding was $2,522 and the Company made lease payments of $535 
during the year. Each lease contract contains a bargain purchase option of ¤10 per contract.

The following is a schedule of future minimum lease payments under the capital leases expiring in March 2013 with the balance of the 
obligations under capital lease.

Fiscal 2011 $ 1,079

 2012 1,079

 2013 522

2,680

Amount representing interest at 5.5% (158)

2,522

Less: current portion (975)

$ 1,547

The equipment under capital lease will be amortized over the estimated useful life of the assets, once the EVBC project begins produc-
tion. No amortization has been recorded to date.
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8
Share capital

(a) Authorized - unlimited number of common shares

(b) Common shares issued
Number of  

common shares Stated value

Balance, September 30, 2008 and September 30, 2009 115,233,173 $ 74,777

Exercise of stock options 1,084,999 989

Transfer of estimated option fair values from contributed surplus - 461

Balance, September 30, 2010 116,318,172 $ 76,227

(c) Stock options
The stated purpose of the Orvana Stock Option Plan (the “Plan”) established in 2006, is to attract, retain and compensate qualified 
persons as directors, senior officers and employees of, and consultants to, the Company and its subsidiaries 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 common 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, 2010, the Company has granted 2,680,000 stock options, including 2,530,000 stock options under the plan, and 
was authorized to grant an additional 3,470,000 stock options under the Plan. 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, 2010 and 2009 is as follows:

Stock  
options

Weighted  
average  

exercise price
(Cdn$)

Balance, September 30, 2008 3,106,667 $ 0.90

Granted 275,000 0.64

Expired (65,000) 1.00

Forfeited (125,000) 0.69

Balance, September 30, 2009 3,191,667 0.89

Granted 1,055,000 1.06

Expired (1,084,999) 0.94

Forfeited (481,668) 1.03

Balance, September 30, 2010 2,680,000 $ 0.91

Stock options have been expensed as follows:

Cumulative  
expense to  

September 30, 
2010

Remainder to 
be expensed

Total  
stock option 

compensation

Stock option expense $ 1,674 $ 212 $ 1,886
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As at September 30, 2010, outstanding and exercisable stock options granted were as follows:

Grant Date Fair Value

Number of 
Non-Vested 

Options

Weighted-
average Con-
tractual Life 

(in years)

Number 
of Vested 
Options

Exercise 
Price 

(Cdn$) Expiry Date

May 12, 2006 $ 58 - 0.62 125,000 $ 1.05 May 12, 2011

June 23, 2006 168 - 0.73 425,000 0.89 June 23, 2011

July 5, 2006 71 - 0.76 175,000 0.91 July 5, 2011

December 14, 2006 71 - 1.21 250,000 0.60 December 14, 2011

August 9, 2007 9 - 1.86 25,000 0.69 August 8, 2012

December 3, 2007 150 - 2.18 325,000 0.81 December 3, 2012

March 3, 2008 65 - 2.43 150,000 0.75 March 3, 2013

March 5, 2009 40 50,000 3.43 100,000 0.64 March 5, 2014

October 23, 2009 65 100,000 4.06 50,000 0.88 October 23, 2014

February 20, 2010 79 100,000 4.39 50,000 1.06 February 20, 2015

February 26, 2010 61 83,333 4.41 41,667 1.01 February 26, 2015

March 1, 2010 255 300,000 4.42 200,000 1.01 March 1, 2015

May 17, 2010 18 20,000 4.63 10,000 1.31 May 17, 2015

August 13, 2010 84 66,666 4.87 33,334 1.57 August 13, 2015

$ 1,194 719,999 2.65 1,960,001

Total vested and non-vested 
stock options 2,680,000

The Company uses the estimated fair value method of accounting and, during fiscal 2010 recognized stock-based compensation 
expense of $477 (fiscal 2009 - $105).

The fair value of each option grant in fiscal 2010 and fiscal 2009 was estimated using the Black-Scholes option pricing model with the 
following assumptions:

Grant date: October 2008 to September 30, 2009 October 2009 to September 2010

Options granted 275,000 1,055,000

Forfeited 83,334 -

Exercised 41,666 -

Risk-free interest rate 2.0% 2.0% to 2.5%

Expected life in years 5 5

Expected volatility 61% 59%

Expected dividend yield 0% 0%

The weighted-average grant date fair value of the options granted in fiscal 2010 of $562 (2009 - $73) or Cdn $0.56 (2009 - $0.34) per 
option is expensed over the vesting period of the option which is 24 months from the grant date. The fair value associated with non-
vested stock options is $371 (fiscal 2009 - $98).

(d) Long-term compensation
Effective October 1, 2008, the Company established a DSU Plan for its directors with each DSU having the same value as an Orvana 
common share. Under the DSU Plan, directors receive a portion of their annual compensation in the form of DSUs. The first awards 
under the DSU Plan were made effective October 1, 2008. The DSUs vest immediately and are redeemable in cash in one or two 
tranches at the election of the individual after the date on which the individual ceases to be a director. Full payment must be made no 
later than December 15th of the first calendar year commencing immediately after the individual ceases to be a director. On the award 
date, the DSUs are recorded at the average value of Orvana’s common shares for the five days immediately preceding the date of grant. 
DSUs are then adjusted for changes in fair value at each subsequent reporting date. The fair value of amounts granted each period 
together with the changes in fair value are expensed in the period.
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DSUs Fair value

Granted October 1, 2008 148,518 $ 71

Redeemed (24,753) (17)

Accrued DSU awards - 66

Mark-to-market adjustment - 49

Balance, September 30, 2009 123,765 169

Issued 80,789 -

Redeemed (12,376) (13)

Accrued DSU awards - 102

Mark-to-market adjustment - 348

Balance, September 30, 2010 192,178 $ 606

Also effective October 1, 2008, the Company established a RSU Plan for designated executives with each RSU having the same value 
as an Orvana common share. Under the RSU Plan, certain senior executives may be awarded a portion of their bonus compensation 
in RSUs giving the recipient the right to receive a payout for each RSU which has vested. RSU awards and their terms are made at the 
discretion of the Board of Directors of the Company. Payouts occur on each vesting date. The fair value of amounts granted each period 
together with the changes in fair value are expensed in the period.

RSUs Fair value

Granted October 1, 2008 - $ -

Fiscal 2009 accrued RSU awards - 219

Balance, September 30, 2009 - 219

Reversal of fiscal 2009 accrued RSU awards (219)

Issued RSU awards 305,447 265

Fiscal 2010 accrued RSU awards - 453

Mark-to-market adjustment - 536

Balance, September 30, 2010 305,447 $ 1,254

9
Capital management

The Company manages its capital with the following objectives:

 »  to ensure sufficient financial flexibility to achieve the ongoing business objectives including funding of future growth opportuni-
ties, and pursuit of accretive acquisitions; and

 »  to maximize shareholder return through enhancing the share value.

The Company monitors its capital structure and makes adjustments according to market conditions in an effort to meet its objectives 
given the current outlook of the business and industry in general. The Company may manage its capital structure by issuing new shares, 
repurchasing outstanding shares, adjusting capital spending, or disposing of assets. The capital structure is reviewed by management 
and the board of directors on an ongoing basis.

The Company considers its capital to be equity, comprising share capital, contributed surplus and retained earnings which at September 
30, 2010 amounted to $109,402 (September 30, 2009 - $110,367). The Company manages capital through its financial and operational 
forecasting processes. The Company reviews its working capital and forecasts its future cash flows based on operating expenditures, 
and other investing and financing activities. The forecast is regularly updated based on the results of its exploration and development 
activities with the Don Mario Mine and property, the EVBC Project and the Copperwood Project.

Selected information is frequently provided to the Board of Directors of the Company. The Company’s capital management objectives, 
policies and processes have remained unchanged during the years ended September 30, 2010 and 2009. 
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10
Income taxes

Year ended September 30, 2010 2009
Canadian Statutory Rate 31.8% 33.1%

  Income before provision for income taxes $ (846) $ 20,346

  Tax at statutory rate (269) 6,740

  Higher foreign rates 42 (147)

  Permanent differences 338 341

  Losses not recognized 1,474 12

  Provision for income taxes $ 1,585 $ 6,946

  Effective tax rate - 34.1%

Income taxes for 2010 (and 2009) relate entirely to foreign operations. The future income tax liabilities as at September 30, 2010 and 
2009 are in respect of differences in accounting and tax bases of property, plant and equipment, net of tax losses.

The Company’s future income tax assets and liabilities are as follows:

Year ended September 30, 2010 2009
Non-capital losses carried forward $ 1,124 $ 4,280

Accounts payable and accrued liabilities - 893

Asset retirement obligations 1,328 140

Net future income tax assets 2,452 5,313

Property, plant and equipment (14,854) (13,659)

Net future income tax liability $ (12,402) $ (8,346)

At September 30, 2010, the company has available non-capital loss carry-forwards of $13,344 for Canadian tax purposes that expire in 
2014 through 2030, and $1,866 of other deductible temporary differences. The company has not recognized the potential tax benefit of 
these items in the financial statements.

11
Earnings (loss) per share

Year ended September 30, 2010 2009
Earnings (loss) attributable to common stockholders $ (2,431) $ 13,400

Weighted-average shares outstanding - basic 115,562,342 115,233,173

Dilutive stock options 893,931 28,958

Weighted-average shares outstanding - diluted 116,456,273 115,262,131

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 out-
standing stock options and other convertible instruments, except when there is a loss and it would have the effect of being anti-dilutive.

12
Property and financial risk factors

(a) Property risk
The Don Mario Mine and property, EVBC Project and Copperwood Project (the “Projects”) are the only Projects that are currently 
material to the Company. Unless and until the Company acquires or develops additional projects, the Company will be solely dependent 
upon the Projects. If no additional Projects are acquired by Orvana, any adverse development affecting the Projects could have a mate-
rial adverse effect on Orvana’s financial condition and results of operations.
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(b) Financial risk
The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk, market risk (including interest rate, foreign 
exchange rate and gold and copper price risk) and other risks.

Risk management is carried out by the Company’s management team with guidance from the Audit Committee under policies ap-
proved by the Board of Directors. The Board of Directors also provides regular guidance for overall risk management.

Credit risk
Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The Company’s credit risk is 
primarily attributable to gold sales and value-added taxes receivable. The Company has a concentration of credit risk with one customer 
to which gold is sold under an escrow agreement securing payment to the Company prior to the release of each shipment to the 
customer. Value-added taxes receivable are collectable from the Bolivian and Spanish governments. Management believes that the 
credit risk with respect to financial instruments attributable to gold sales and value-added taxes receivable is minimal.

Liquidity risk
The Company has sufficient funds (September 30, 2010 - $12,700 and September 30, 2009 - $58,036) to settle current liabilities. All 
of the Company’s accounts payable and accrued liabilities have contractual maturities of less than one year and are subject to normal 
trade terms. The Company’s long-term debt and obligation under capital lease are based on contractual terms between EMIPA and 
Kinbauri Espana and unrelated third parties. 

Market risk
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange rates, and gold 
and copper prices.

(i) Interest rate risk
Orvana has significant cash balances and long-term debt, with the latter having fixed rates of interest ranging from 7% to 8% (refer to 
note 5). The Company’s current policy is to invest excess cash in investment-grade short-term deposit certificates issued by banks with 
which it keeps its bank accounts. The Company periodically monitors the investments made and is satisfied with the credit ratings of 
the banks utilized.

(ii) Foreign currency risk
Orvana’s functional currency is the US dollar. Gold sales and major purchases are transacted in US dollars. The Company maintains 
US dollar bank accounts in Canada, Spain, Bolivia, Cyprus, Sweden and the United States. The Company maintains and funds some 
operating and administrative expenses in local currencies from its US dollar bank accounts. Orvana also incurs capital expenditures 
and operating costs in Euros. 

Sensitivity analysis
As of September 30, 2010, both the carrying and fair value amounts of the Company’s financial instruments are approximately equivalent.

(i) Cash and cash equivalents are subject to floating interest rates. Sensitivity to a plus or minus change in rates of one percentage point 
would have affected net income by $276 for the year ended September 30, 2010.

(ii) Certain cash and cash equivalents are held in foreign currencies, primarily Euros. Sensitivity to a 10% decrease in Euros versus 
the U.S. dollar could increase cash and net income by approximately $518 and a 10% increase in Euros versus the U.S. dollar would 
decrease cash and income by $424.

(iii) Net income would be impacted by changes in average realized gold prices. A 10% decrease in average realized gold prices would 
affect net income by a decrease of approximately $1,872 for the year ended September 30, 2010 and a 10% increase in average realized 
gold prices would have affected net income by an increase of approximately $2,057 for such period.
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13
Credit facility

EMIPA has short term credit facilities with Banco de Credito de Bolivia S.A. and Banco Bisa S.A. for up to $3.5 million dollars payable 
in 90 - 150 days with annual interest rates ranging between 4% to 6% with certain of the Company’s assets pledged as security against 
these loans. As at September 30, 2010, $3,049 (2009 - $nil) was drawn on these facilities.

14
Commitments and contingencies

(a) 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 becoming 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.

(b) The Company is subject to certain risks, including currency fluctuations and possible political or economic instability, which may 
result in the impairment or loss of mineral concessions or other mineral rights. Any changes in laws or regulations in the jurisdic-
tions in which the Company operates, or shifts in political attitudes are beyond the control of the Company and may adversely affect 
its business.

(c) Orvana and/or one of its subsidiaries were parties to three claims arising from Orvana’s acquisition of the shares of Kinbauri Gold 
Corp. (“Kinbauri”). Kinbauri was subsequently amalgamated with Orvana Minerals Acquisition Corp. to form Orvana Minerals Asturias 
Corp. (“Asturias”). The first claim was an application in the Ontario Superior Court of Justice by Jaguar Financial Corporation (“Jaguar”) 
against Kinbauri (now Asturias), Kinbauri’s Spanish subsidiary Kinbauri Espana S.L. (“Kinbauri Espana”), Kinbauri’s pre-acquisition 
directors, Glen Eagle Resources Inc. (“Glen Eagle”) and Paradise Peak Holdings under the oppression remedy provisions of the Ontario 
Business Corporations Act. The claim was largely resolved as part of a general settlement with Jaguar. As part of that settlement Jaguar 
served a notice of discontinuance of the application and provided Orvana and its current and former directors with full releases of all 
claims. To formally end the application a court order is required. Asturias expects to obtain that order shortly.

The second claim was a claim by Jaguar against Orvana and one of its officers in the Ontario Superior Court of Justice. Orvana resolved 
the Jaguar action during the second quarter of fiscal 2010. As part of the settlement, the parties exchanged releases and the action itself 
was dismissed without costs.

The third claim arose from the aforementioned Kinbauri Espana/Glen Eagle transaction. Glen Eagle had challenged Kinbauri’s decision 
not to proceed with the proposed transaction. In December 2009, Glen Eagle formally commenced an arbitration against Asturias and 
Kinbauri Espana seeking damages of C$75 million, interest and costs. The parties settled the claim in the fourth quarter of fiscal 2010. 
As part of that settlement, Orvana agreed to pay Glen Eagle the sum of $1.5 million, without acknowledging any liability. The parties 
exchanged mutual releases and agreed to an award dismissing the arbitration without costs as part of the settlement.

(d) During the year, EVBC entered into capital lease contracts to purchase mining equipment totalling $4,574 with deposits of $1,681 
paid at the time of purchase. The leases are payable in quarterly installments over the next three-years with annual interest at 5.5%. At 
September 30, 2010, the obligation outstanding was $2,522. For more information about these capital leases refer to note 7 – Obliga-
tions under capital leases.

The Company entered into an operating lease in the fiscal year 2010 for office space for its corporate office in Toronto. The lease is 
payable over the next 5 years and the balance of the obligation is $985 at September 30, 2010.

In August of 2010, Orvana Resources entered into an agreement to purchase land adjacent to the Copperwood project to facilitate 
road access to the site and provide additional space for mining infrastructure. The purchase price was $1,900, which included $300 on 
signing and the balance payable in five instalments over the next two years, with annual interest of 6% on the unpaid balances. Orvana 
Resources has the right to put the property back to the Vendor on the same terms of the original purchase. For more information about 
the land purchase refer to note 4(c) – Property, plant and equipment.
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15
Segmented information

The Company primarily operates in one reportable operating segment, being the exploration, development and commercial production 
of mineral properties in Bolivia, Spain and the United States. The Company has administrative offices in Toronto, Canada; Stockholm, 
Sweden; and Nicosia, Cyprus. Geographical information is as follows:

As at September 30, 2010 and 

for the year then ended

Gold 
Sales

Cash and 
cash  

equivalents

Property, 
plant and 

equipment
Reclamation 

bonds
Other 
assets

Total  
assets

Bolivia $ 32,344 $ 2,234 $ 22,891 $ - $ 15,040 $ 40,165

Spain - 4,663 93,010 3,287 1,705 102,665

United States - 13 6,993 - 37 7,043

Canada - 1,307 294 - 509 2,110

Sweden - 3,239 - - - 3,239

Cyprus - 1,244 - - 6 1,250

$ 32,344 $ 12,700 $ 123,188 $ 3,287 $ 17,297 $ 156,472

As at September 30, 2009 and 

for the year then ended

Gold 
Sales

Cash and 
cash  

equivalents

Property, 
plant and 

equipment
Reclamation 

bonds
Other 
assets

Total  
assets

Bolivia $ 56,005 $ 4,820 $ 13,966 $ - $ 9,134 $ 27,920

Spain - 2,030 53,062 1,309 1,008 57,409

United States - - 3,861 - - 3,861

Canada - 6,024 42 - 177 6,243

Sweden - 45,081 - - 7 45,088

Cyprus - 81 - - 5 86

$ 56,005 $ 58,036 $ 70,931 $ 1,309 $ 10,331 $ 140,607

16
Comparative information

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

17
Related parties

The Company’s majority shareholder, Fabulosa Mines Limited, and its affiliates are related parties. It is the Company’s policy to conduct 
all transactions and settle all balances with related parties on market terms and conditions. Related party transactions include: payment 
of fees for the service of directors who are employees of affiliates of Fabulosa Mines Limited. 

18
Subsequent events

On October 8, 2010, the Company’s wholly-owned subsidiary, Kinbauri, entered into a $50 million five-year term corporate credit 
agreement with Credit Suisse AG (“Credit Suisse”). The funds will be used to complete construction of the Company’s gold/copper 
project, El Valle-Boinás/Carlés (“EVBC”) in Spain. Under the terms of the credit agreement, up to $15 million may be loaned by Kinbauri 
to Orvana at any time prior to December 31, 2010 for general corporate purposes. Cost of the facility, including fees, are expected 
to average approximately 5 to 6 % per annum, based on current interest rates. The facility includes a small hedging program on the 
project, expected to be less than 10% of the Company’s overall expected gold production in the period 2012 to 2015 and about 25% of 
the overall expected copper production in the period 2011 to 2015.

The credit facility contains covenants that restrict, among other things, the ability to incur additional indebtedness, to make distribu-
tions in certain circumstances, to sell material assets, or to carry on business other than one related to the mining business. Kinbauri 
and Orvana are also required to maintain certain financial ratios as well as minimum tangible net worth, defined as the amount of 
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equity of the company, less any goodwill and intangible assets (other than mineral properties), and will exclude currency translation 
adjustment and metal price or foreign currency hedge gains or losses. Payment and performance of Kinbauri’s obligations under the 
credit facility are guaranteed by Orvana.

As a condition of this credit facility, during November 2010, Kinbauri entered into the following forward contracts with Credit Suisse: to 
sell 37,500 ounces of gold at a forward rate of $1,333 oz., with equal maturities covering the period January 2012 to December 2015; to 
sell 13,671 metric tonnes of copper at a forward rate of $7,260 per metric tonne ($3.29 per lb.) with maturities covering the period Janu-
ary 2011 to December 2015; foreign exchange contracts converting $80,000 to Euro at an average forward rate of $1.38, with maturities 
covering the period March 2012 to December 2015.

On October 18, 2010, the Company’s subsidiary, Kinbauri Espana S.L.U., was notified by Spanish authorities that it will receive a grant 
of approximately $6,794 (¤4.995,378) towards the EVBC project. The funds are expected to be received once the investment is complete 
and independent audits are completed to show evidence of the amounts equal to the grant being expended on the EVBC project and 
that the required jobs have been created. 
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1. C. Kent Jespersen (1)

Mr. Jespersen has experience on many boards of 
directors in the energy and technology sectors. He 
has been Chairman of the Board of the Company 
since December 2007.

2. Peter Bradshaw (2)(4)

Dr. Bradshaw has been a Director, and the Presi-
dent and Chief Executive Officer of First Point Min-
erals Corp. since June 1996. He has been a Director 
of the Company since May 2006.

3. Richard Garnett (3)(4) 
Dr. Garnett spent 28 years working worldwide with 
Rio Tinto and, later, the Anglo-American/De Beers 
group of companies, as both a mining engineer and 
a geologist. He has been a Director of the Company 
since February 2009.

4. James Gilbert (3)

Mr. Gilbert is the President and Chief Executive Of-
ficer of Minera S.A., and has 20 years of experience 
in mining and metals finance and investment. He 
has been a Director of the Company since August 
2009 and is Chairman of the Compensation and 
Nominating Committee.

5. Roland Horst 
Mr. Horst has been the Chief Executive Officer and 
a Director of the Company since March 2010, and 
has 35 years of mining industry experience as a Chief 
Executive Officer, Investment Banker and Geologist.

Notes:

(1) Chairman 

(2) Audit Committee 

(3) Compensation and Nominating Committee 

(4) Safety, Health and Environment Committee

Board of
Directors

1 2 3 4 5
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6. J. Robert Logan (2)(3)

Mr. Logan runs a private investment company and sits 
on both public and private company boards. He has 
been a Director of the Company since December 2007.

7. Carlos Mirabal 
Mr. Mirabal has been the President and Chief Oper-
ating Officer of the Company since March 2010 and 
a Director since October 2006.

8. Robert Mitchell (2)

Mr. Mitchell is a retired partner from Ernst & Young 
LLP, He served as a Director from December 2003 
to June 2006 and rejoined as a Director of the 
Company in April 2007 and is Chairman of the 
Audit Committee. 

9. Jorge Szasz (3)(4)

Mr. Szasz is an independent consultant. Prior to this, 
Mr. Szasz was Vice President Finance, Administra-
tion and Commercialization of Sinchi Wayra S.A. (a 
subsidiary of Glencore International AG), a Bolivian 
mining company. He has been a Director of the 
Company since February 2010.

Notes:

(2) Audit Committee 

(3) Compensation and Nominating Committee 

(4) Safety, Health and Environment Committee

Board of
Directors

6 7 8 9


