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rvana Minerals Corp. is a Canadian mining and exploration 
company based in toronto, Canada, involved in the eval-
uation, development and mining of precious and base 
metals deposits in the Americas. the Company owns and 

operates the Don Mario Mine in eastern Bolivia. the Company’s long-
term goal is to become a low cost, long-life, multi-mine gold and base 
metals producer in the Americas. 
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2008 2007 2006 2005 2004
FINANCIAL HIGHLIGHTS

Revenue $  69,064 $  55,920 $  44,875 $  29,350 $ 19,121 
Net income  25,707  26,023  15,682  8,920 7,842 
Cashflow from operating activities  41,212  31,488  24,724  18,810 8,091 
Cash and equivalents  91,041  55,667  26,850  5,310 3,921 
Long-term debt 4,245 - - - 13,159
Shareholders’ equity  96,862  70,956  45,089  28,859 18,897 
Earnings per share - basic and diluted $ 0.22 $ 0.23 $ 0.14 $ 0.08 $ 0.07 

OPERATING HIGHLIGHTS

Gold production (ounces)  79,604  86,381  80,028  68,759 48,228 
Gold sold (ounces)   79,813  86,322  79,621  68,273 47,431 
Average realized gold price per ounce $  865.33 $  647.81 $  563.61 $  429.89 $ 403.13 
Total cash costs per ounce $  240.63 $  156.53 $  139.43 $  117.57 $ 122.59 

DON MARIO GOLD PRODUCTION

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

EARNINGS PER SHARE

For the years ended September 30, 
(Basic & Diluted)
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Annual Report for the year ended September 30, 2008

FINANCIAL HIGHLIGHTS
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to orvana Shareholders:

am pleased to have completed my first year as Chairman of the Board of orvana. Your 

Company has a world class executive and operating team – our operating experience will 

differentiate us from other smaller companies as we capitalize on growth opportunities 

in and outside Bolivia.

our two biggest assets as we diversify outside Bolivia are a strong financial position with $91 million of cash 

at September 30, 2008 and continuing cash flow from the Don Mario Mine plus our operating team.

the basic elements of our corporate strategy are:

1. primarily a gold company

2. Focus on the Americas but open-minded on opportunistic investments in other parts of the world

3. not invest all our capital in one opportunity

4. early cash flow will be a priority

5. to be creative in financing opportunities

6. leverage operating capability

I would like to thank all Directors for their outstanding service and also thank enrique Herrera and Chris 

Mitchell for their many contributions – they will be leaving the Board at the Annual Meeting. Welcome Jim 

Komadina, Richard Garnett and Gonzalo pacanins to the Board for 2009.

Chairman’S meSSage

Kent Jespersen

Chairman 

 December 2008



3 ß A N N UA L  R E PO RT ß 2 0 0 8

O R V A N A  M I N E R A L S  C O R P .

anagement is pleased with the results from our fifth full year of commercial opera-

tion at the Don Mario Mine with excellent production and earnings for the year ended 

September 30, 2008.

The Company produced 79,604 ounces of gold, a decrease from last year’s production 

of 86,381 ounces. Nevertheless, high gold prices throughout fiscal year 2008 resulted 

in record revenues of $69.1 million in fiscal 2008 compared to $55.9 million in fiscal 2007. Higher operating 

costs increased total cash costs to $240.63 per ounce in fiscal 2008 from $156.53 in the prior year. Net 

income decreased slightly to $25.7 million ($0.22 per share) from $26.0 million ($0.23 per share) in fiscal 

2007. Cash flow from operating activities increased to $41.2 million for fiscal 2008 compared to $31.5 in 

fiscal 2007, in large measure due to a decline in working capital. The Company finished the fiscal year with 

a strong balance sheet with cash and cash equivalents of $91.0 million and long-term debt of $4.2 million.

The lower production in fiscal 2008 was caused by lower head grades of ore, as mining activity moved to ore 

body B, which contains lower grades. A total of 253,217 tonnes were treated, mostly from the underground 

mine, with an average grade of 10.38 grams per tonne (“g/t”) of gold, compared to 11.43 g/t in fiscal 2007. 

Price increases in many supplies and consumables, felt throughout the mining industry, affected produc-

tion costs of the Don Mario Mine. The new Bolivian mining royalty tax, in effect since December 2007, had 

the biggest impact on cash costs adding $47.95 per ounce. Nevertheless, Orvana continues to be among 

the lowest cost gold producers with total cash costs of $240.63 per ounce.

The diamond drilling program undertaken in Las Tojas delineated a 3.5 meter-wide gold-bearing ore body. 

AMEC, a Canadian consulting firm, is reviewing the geological information to confirm mineral resource es-

timates that will be extracted with an open pit method and will be processed through an expanded mill at 

a rate of 2,000 tons per day. Ore reserves in the Lower Mineralized Zone (“LMZ”) will be exhausted by the 

end of the third quarter of fiscal 2009. We estimate that ore available from Las Tojas, although lower grade 

than the LMZ ore, will extend gold production until about the end of the third quarter of fiscal 2010.

A couple of years ago, the communities surrounding the Don Mario Mine prepared and embarked upon a 

Five-Year Development Plan which has already begun to show positive results. From the outset, Orvana 

has demonstrated its ongoing commitment to the Plan by providing financial support, in kind support 

and the time of senior managers from the Don Mario Mine and our Santa Cruz office. We are also proud 

of the fact that the Environmental Management System in place at the Don Mario Mine meets all world 

standards and Bolivian government standards.

The Feasibility Study of the Upper Mineralized Zone, undertaken by Kappes, Cassiday and Associates, will 

be issued in its final form shortly for management & Board review and approval. The level of investment 

estimated in the study will help us to weigh the merits of proceeding with the project against other factors 

including availability of financing and the current political environment and uncertainties in Bolivia. 

MESSAGE TO SHAREHOLDERS
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Meanwhile, we have started environmental Impact Assessment baseline studies on the Copperwood proj-

ect in the upper peninsula of the State of Michigan. While Copperwood positions us well for the medium 

term, orvana must fill the production pipeline in the short term.

the current financial turmoil and the drying up of capital markets should present orvana with some very 

attractive investment situations. the Company has accumulated significant cash balances and its balance 

sheet is strong putting us in an excellent position to take advantage of opportunities presenting real value. 

During fiscal 2008, we engaged investment banking advisors and management is devoting considerable 

time and effort to investigate numerous investments in the Americas. We believe that the turmoil in the 

financial markets and the impact on availability of project financing will provide us with value accretive 

transactions to increase shareholder wealth.

Finally, management wishes to express its appreciation to the shareholders for their support and feedback 

received during the past year.

Carlos Mirabal

president and Chief executive officer 

 December 2008
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The don Mario Mine Lower Mineralized zone and Las Tojas

he Don Mario property comprises eleven mineral concessions covering 53,900 hectares 

in eastern Bolivia. the Company owns and operates, through its wholly-owned subsidiary, 

empresa Minera paititi S.A., the Don Mario Mine as an underground gold mine referred to 

as the lower Mineralized Zone (“lMZ”).

Lower Mineralized zone

AMeC has recently completed a review of the lMZ’s remaining reserves of gold-bearing ore. It is expected 

that all remaining ore will be processed by the end of the third quarter of fiscal 2009.

Las Tojas Concession

Some lower grade gold-bearing ore has been found in the las tojas Concession of the Don Mario property 

and it is estimated that gold production may be extended to the end of the third quarter of fiscal 2010. the 

grades are not as high as those of lMZ ore but the los tojas ore will be mined by open pit mining methods. 

there will be year-over-year declines in gold production from the lMZ and las tojas in fiscal 2009 and 2010 

compared to production in fiscal 2008 until production ceases in about June 2010.

The don Mario Mine Upper Mineralized zone (“UMz”)

the Don Mario Mine uMZ Feasibility Study (“Feasi-

bility Study”) will be issued shortly by Kappes Cas-

siday & Associates (“KCA”). the uMZ project will 

be developed using flotation only to produce con-

centrates from all three ore types of copper, gold 

and silver. this option will utilize the existing cya-

nide leach plant in conjunction with new concen-

trate wash and Merrill-Crowe facilities to recover 

gold and silver from some of the concentrates. At a 

processing rate of 684,000 tonnes per year, a mine 

life of eight years is indicated.

oPerationS

boliVia

miChigan
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The Copperwood Project

n September and october, 2008, orvana, through its wholly-owned subsidiary orvana 

Resources uS Corp, signed long-term mineral leases within the “Western Syncline” lo-

cated in the upper peninsula of the State of Michigan. these mineral leases cover 712 

hectares. In addition, orvana signed exclusive options on an additional 1,559 hectares 

in the general area of the current mineral leases for long-term leases of mineral rights 

on identical terms to the current mineral leases. thus, the Company controls more than 80% of the known 

mineralization in the Western Syncline.

the upper peninsula has a long history of copper production and in fact was the site of the first metals boom 

in the united States during the 1840’s. native copper mining prevailed for the first 100 years, after which 

time the mining of chalcocite-bearing zones commenced at the White pine Mine, where over 1.7 million 

tonnes of copper were produced between 1952 and 1996. During the 1950’s, the united States Mining & Re-

fining Co. (“uSMR”) and Bear Creek discovered the mineralization in the Western Syncline, located about 30 

kilometers southwest of the now inactive White pine Mine. orvana’s mineral leases cover the southwestern 

sector of the Western Syncline where the highest known copper grades occur.

the Company’s preliminary scoping geochemical study confirms that the section of interest is nonreactive 

i.e., it is not acid generating.

During fiscal 2008, the Company’s efforts focused on contracting the environmental Impact Assessment 

(“eIA”) and delineation work, consisting of gathering data from the 1950’s work; recovering cuttings and core 

from the 1950’s drilling; and preparation for the eIA baseline studies, which are all an integral part of the mine 

permit application. the Michigan non-ferrous mining law requires that all issues related to water, for both 

surface and subsurface, be monitored for at least two years.

In addition, a plan was formulated to manage public relations regarding the project. Strong support for the 

project has been expressed at all levels of government with positive local press coverage as well.

plans for fiscal 2009 include the commencement of the eIA baseline studies; validation of some of the histor-

ical drill-hole data; initiation of metallurgical testing and delineation of the mineralized zone that is expected 

to be mined. the Company also intends to begin a nI 43-101 feasibility study during fiscal 2009.
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our mine management is involved with the communities in the vicinity of the Don Mario Mine.  the Company 

provides donations of funds and equipment for specific community programs and supplies men and equip-

ment for local infrastructure projects. the Company has also made a three-year donation commitment to the 

Asociación pro Arte y Cultura in support of its bi-annual productions of the well-known Baroque Festival and 

theatre in Santa Cruz.

the Company is also committed to developing and operating its projects in full compliance with recognized in-

ternational and Bolivian environmental standards. In furtherance of this commitment, the Company regularly 

implements programs to protect and enhance natural habitats and sensitive species including reclamation 

efforts, continuous reforestation efforts and the establishment of water sources for wildlife. In addition, ex-

ternal consulting engineers are engaged to periodically monitor the Don Mario Mine’s tailings dam facilities.

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

direct mine operating costs, cash operating costs, total cash costs and total production 

costs, and related unit cost 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 operat-

ing 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.

Management accepts responsibility for the reliability and timeliness of the information disclosed and con-

firms the existence and effectiveness of the systems of internal control that are in place to provide this 

assurance. the Board of Directors assesses the integrity of orvana’s public financial disclosures through the 

oversight of the Audit Committee.

business Overview and strategy

The Company

orvana is a Canadian mining and exploration company based in toronto, Canada, involved in the evaluation, 

development and mining of precious and base metals deposits in the Americas. the Company owns and 

operates the Don Mario Mine in eastern Bolivia. the Company’s long-term goal is to become a low cost, long-

life, multi-mine gold and base metals producer in the Americas. the Company’s shares have been listed on 

the toronto Stock exchange since 1992 under the trading symbol oRV.

The don Mario Mine – Lower Mineralized zone

through its wholly-owned subsidiary, empresa Minera paititi S.A. (“eMIpA”), the Company owns and operates 

the lower Mineralized Zone (“lMZ”) of the Don Mario Mine in eastern Bolivia. the Mine’s principal product is 

gold in the form of dore bullion, which also contains a small amount of payable silver.

A report dated July 25, 2003 entitled “technical Report on the Don Mario Gold property, Chiquitos province, 

Bolivia” contains a mineral resource and mineral reserve estimate. this technical Report prepared by inde-

pendent qualified persons Ken Brisebois, Miron Berezosky and John Kiernan, AMeC (peru) S.A., a division of 

AMeC e&C Services ltd., complies with the Canadian Securities Administrators’ national Instrument 43-101 

– Standards of Disclosure for Mineral projects (“nI 43-101”) and a copy is available on the orvana website at 

www.orvana.com and on SeDAR at www.sedar.com.

This management’s discussion and analysis (“MD&A”) of results of operations and financial condition of  

Orvana Minerals Corp. (“Orvana” or the “Company”) was prepared on December 3, 2008 (the “Report Date”) 

and describes the operating and financial results of the Company for the year ended September 30, 2008. 

The MD&A should be read in conjunction with Orvana’s audited consolidated financial statements and related 

notes for the fiscal year ended September 30, 2008. The Company prepares and files its financial statements 

and MD&A in accordance with Canadian generally accepted accounting principles (“Canadian 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”.

management’S diSCuSSion and analySiS
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

In the first quarter of fiscal 2006, the Company completed and issued an updated report entitled “Technical 

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

Zone” dated December 23, 2005 (the “Orvana Technical Report”), which may also be found on the Orvana 

website at www.orvana.com and on SEDAR at www.sedar.com. The Orvana Technical Report, prepared by 

qualified person M.J. Hodgson (who was at that time Orvana’s Vice President and Chief Operating Officer) 

with the assistance of NCL Ingenieria y Construccion S.A. (“NCL”) of Santiago, Chile, provides an updated 

mineral resource and mineable reserve estimate in respect of the Lower Mineralized Zone (“LMZ”), which is 

currently being exploited. The Orvana Technical Report is also NI 43-101 compliant.

Las Tojas Concession

The drilling results on the Las Tojas Concession of the Don Mario Property suggest that it is possible that 

the current Don Mario gold mining operation may be extended to about the end of the third quarter of fiscal 

2010. The Company has acquired additional power generating equipment and has purchased a ball mill from 

a manufacturer in China to process the mineralization from the Las Tojas concession. Mineral resource es-

timates in respect of the Las Tojas concession are being prepared by AMEC. Verification of the information 

and quality assurance/quality control analysis are also underway.

There will be year-over-year declines in gold production from the LMZ and Las Tojas in fiscal 2009 and fiscal 

2010 from the 79,604 ounces produced in fiscal 2008. 

The Don Mario Mine – Upper Mineralized Zone

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

ized Zone (“UMZ”) conducted by NCL and released a pre-feasibility study technical report (the “PFS Tech-

nical Report”). The PFS Technical Report was prepared by NCL and its associates Edwin Bentzen III, Senior 

Project Manager and Metallurgist for Resource Development Inc., and Karl M. Kolin, Principal Mine Engineer 

for Gustavson Associates LLC, both of whom are “qualified persons” independent of the Company within the 

meaning of NI 43-101. The PFS Technical report may be found on the Orvana website at www.orvana.com 

and on SEDAR at www.sedar.com. The PFS Technical Report, which is compliant with NI 43-101, estimates 

UMZ mineral reserves as follows:

Proven Reserves Probable Reserves Total Reserves

Ore
Type

Tonnes
[kt]

Au
[g/t]

Cu
T

[%]
Ag

[g/t]
CuS

[%]
Tonnes

[kt]
Au

[g/t]
CuT

[%]
Ag

[g/t]
CuU
[%]

Tonnes
[kt]

Au
[g/t]

CuT

[%]
Ag

[g/t]
CuS

[%]

Oxides 664 1.43 1.75 56.5 1.19 1,513 1.51 1.77 45.6 1.22 2,177 1.49 1.77 48.9 1.2 1
Transition 273 1.49 1.45 57.7 0.64 1,616 1.45 1.35 50.3 0.70 1,889 1.46 1.37 51.3 0.69
Sulphides 134 1.25 1.28 38.2 0.16 1,248 1.25 1.27 36.2 0.1 7 1,382 1.25 1.27 36.4 0.17

Total 1,071 1.42 1.62 54.5 0.92 4,377 1.42 1.47 44.6 0.73 5,448 1.42 1.50 46.6 0.77

CuT is the total copper assay for the ore type, while CuS is the acid soluble copper assay for the ore type.

Following the issue of the PFS Technical Report, the Company engaged Kappes, Cassiday & Associates 

(“KCA”) of Reno, Nevada to complete a NI 43-101-compliant full feasibility study on the UMZ. A draft of 

KCA’s Don Mario Mine UMZ Feasibility Study (“Feasibility Study”) was received at the end of November. It is 

expected that the Feasibility Study will be issued in final form shortly. In view of the capital investment re-

quired to develop the UMZ deposit, the Company continues to assess its options with respect to developing 

the project in the most efficient and risk effective way possible. 

Other Don Mario Concessions

The Don Mario property comprises eleven mineral concessions covering 53,900 hectares providing opportunities for 

further exploration. This is discussed in more detail under the heading “Update on Other Exploration Activities”.
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Other Mineral Properties in bolivia

the Company holds certain joint venture interests in a number of mineral concessions located in the Altipla-

no region of Bolivia as well as a small net smelter return royalty (“nSR”) interest in the Central Inlier property 

in Jamaica. these assets are carried at a nominal amount in the Company’s consolidated financial statements 

and related liabilities and expenses are not material.

The Copperwood Project

In September and october, 2008, through its wholly-owned subsidiary orvana Resources uS Corp., orvana 

entered into minerals leases covering 712 hectares (1,759 acres) within the “Western Syncline”, which is lo-

cated in the upper peninsula of the State of Michigan, uSA. the leased areas are referred to as the Copper-

wood project. the Copperwood project is located about 30 kilometers southwest of the now-closed White 

pine mine, which produced over 1.7 million tonnes (3.75 billion pounds) of copper between 1952 and 1996, 

principally from chalcocite-bearing siltstone and shale units at the base of the nonesuch Formation.

In consideration for annual lease payments, orvana will have mineral rights until the later of the 20th anniversary 

of the date of the lease or the date orvana ceases to be actively engaged in development, mining, or related op-

erations on the property. the lessors have also retained an nSR interest on production from their leases, which 

will be determined quarterly. the nSR ranges from 2% to 4% on a sliding scale based on inflation-adjusted cop-

per prices. orvana has also acquired exclusive options in the general area of the current minerals leases to lease 

mineral rights over an additional 1,559 hectares (3,852 acres) on identical terms to the mineral leases.

During fiscal 2008, orvana engaged StS, a part of AeCoM, to conduct the environmental Impact Assess-

ment as required by applicable Michigan mining law prior to applying for a mining permit. Initial studies in-

clude subsurface and surface water monitoring and the installation of a weather station. StS’ work program 

will extend over the next fiscal year.

the environmental Impact Assessment has begun and will be followed by the mine permit application pro-

cess. the Company intends to begin a nI 43-101 feasibility study during fiscal 2009 with the target of produc-

tion start up in 2013.

business strategy

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

the Americas.

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

geographic diversification through projects in the Americas by acquisition of producing mines with charac-

teristics that best fit with its mine development and operating expertise and advanced-stage properties that 

could potentially be brought into production within three to five years. Management continues to devote a 

significant amount of time to investigating and evaluating other possible opportunities in the Americas.

During the past year the Company has evaluated numerous properties including negotiations with vendors, 

and has made several acquisition proposals. While we have concluded only one acquisition, we continue to 

aggressively pursue properties fitting our investment criteria. Current capital market conditions are advan-

tageous to the execution of the Company’s strategy.

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

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

is situated to ascertain whether there is any additional gold-bearing ore that could be processed through the 

existing plant before the uMZ project commences. In fiscal 2008, the Company focused its exploration ef-

forts in the las tojas and oscar concessions on the Don Mario property. 

orvana does not currently hedge its gold production.
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social and Environmental Policies

the Company is committed to the social development and well-being of the communities in which it oper-

ates. to this end, the Company continues to support financially and otherwise local community endeavours 

associated with that objective. In fiscal 2006, orvana made a five-year financial commitment to the villages 

in the surrounding area of 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. projects supported by orvana included supervision of and finan-

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

information technology; cultural events; community business development initiatives; and maintenance of 

community roads.

the Company is committed to developing and operating its projects in full compliance with recognized in-

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

implements programs to protect and enhance natural habitats and sensitive species including reclamation 

efforts, continuous reforestation efforts and the establishment of water sources for wildlife. the Company 

has retained an independent engineering firm to monitor and make recommendations to the Company’s 

management of its tailings dam facilities. Stability analysis will be undertaken during the construction of the 

expansion of the facilities with AMeC providing the design and supervision support. AMeC completed the 

detailed design in october and construction is about one-third complete.

Overall Performance

key Performance Factors

the key factors affecting orvana’s financial performance include gold prices, tax rates, ore reserves, ore 

grades and recoveries, energy costs, cost control management and efficient mine development and capital 

spending programs.
 

Revenues and Net income

the Company’s results for the year ended September 30, 2008 and 2007 are summarized in the table below:

year ended September 30,

2008 2007

Revenues $ 69,064 $ 55,920
net income 25,707 26,023
earnings per share – basic and diluted $ 0.22 $ 0.23

tonnes treated in fiscal 2008 were 253,217 compared to 253,469 in fiscal 2007. Gold production for fiscal 2008 was 

8% lower, at 79,604 ounces, compared to 86,381 ounces for the prior year, due primarily to lower head grades. 

Revenue for fiscal 2008 increased 24% to $69,064 on 79,813 ounces sold compared to $55,920 on 86,322 

ounces sold for the same period last year. Higher average gold prices accounted for a 31% increase in rev-

enues, partially offset by a 7% decrease in revenues due to 6,509 fewer ounces sold. 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 $13,032 to produce 79,604 ounces in fiscal 2008 compared to $11,499 to 

produce 86,381 ounces in fiscal 2007. Increases have been experienced in numerous costs including labour, 

consumables, reagents, maintenance parts and supplies. total direct mine operating costs increased on a unit 

cost per ounce basis to $163.71 for fiscal 2008 compared to $133.12 in fiscal 2007, reflecting the unfavourable 

impact of lower head grades as well as higher costs of inputs.
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Direct mine operating costs per treated tonne and per ounce produced are noted in the table below:

year ended September 30,

2008 2007

Direct mine operating costs $ 13,032 $ 11,499
Direct mine operating cost per treated tonne 51.47 45.37
Direct mine operating cost per ounce produced $ 163.71 $ 133.12

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

Mine – production Cost Analysis”.

In fiscal 2008, general and administration expenses of $4,437 increased by $2,229 from the $2,208 incurred 

in fiscal 2007 with increases occurring in most categories. Increases in professional staff, salary adjustments 

and recruiting costs together accounted for $475 of the increase. legal and other consulting and advisory 

fees increased $1,249.

exploration expenditures were $1,666 in fiscal 2008 compared to $1,474 a year ago.

the Company does not capitalize exploration and pre-feasibility study expenditures until the results of such 

work indicate that a property is economically feasible and the decision is taken to proceed with development 

and further investment. During the year the Company capitalized expenditures of $1,465 relating to the uMZ 

full feasibility study which commenced in fiscal 2007. total uMZ-related costs capitalized from the start of 

the full feasibility study in fiscal 2007 to the end of fiscal 2008 amount to $2,037.

Community relations expenses were $195 in fiscal 2008 and were $330 for last year. Included in these costs 

were financial donations and expertise contributed by the Company in support of infrastructure and other 

program initiatives in seven communities in the vicinity of the Don Mario Mine as well as a donation to the 

Asociacion pro Arte y Cultura in support of the Baroque Festival and theatre in Santa Cruz.

Interest and other income for the year ended September 30, 2008 of $2,195 (2007 - $1,676) was primarily 

generated on the short-term investment of excess cash in investment-grade bank-issued investment cer-

tificates.

the effective income tax rate of 31.6% for the year ended September 30, 2008 is higher than the rate of 

23.1% for last year due to a number of changes to the Bolivian taxation of mining companies introduced dur-

ing fiscal 2008, all of which had a negative impact on the Company’s after-tax income:

1. An increase in the Bolivian corporate income tax rate to 32.5% (37.5% where no additional processing 

beyond the concentrate stage occurs) from 25% effective December 14, 2007 – a negative impact on 

net income of $2,746.

2. A new mining royalty tax came into effect on the same date and applied to all shipments of gold bullion 

made subsequent to December 14, 2007. the mining royalty tax, calculated as a percentage of the gross 

invoice value of metals exported, is payable in addition to income tax. the mining royalty tax rate is a 

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

at a gold price of $400 or less, to a maximum of 7%, at a gold price of $700 or more. the new mining 

royalty tax, deductible in determining income taxes, amounted to $3,817 for fiscal 2008 and is included in 

the income statement under the caption “Costs and expenses of mining operations” – a negative impact 

on net income of $2,576.

3. elimination of double deduction on exploration expenditures effective March 14, 2008 – a negative im-

pact on net income of $377.

4. Introduction of current value accounting in determining income subject to tax – a negative impact on net 

income of $146.

 the combined negative impact on net income for fiscal 2008 of the above-mentioned increases in taxa-

tion in Bolivia was $5,845 or $0.05 per share.



14  A N N UA L  R E PO RT  2 0 0 8

O R v A N A  M i N E R A L s  C O R P .

MANAgEMENT’s disCUssiON ANd ANALysis (CONTiNUEd)

15  A N N UA L  R E PO RT  2 0 0 8

O R v A N A  M i N E R A L s  C O R P .

net income for the year ended September 30, 2008 was $25,707 ($0.22 per share) compared to $26,023 

($0.23 per share) last year.

Cash Flows

the following table summarizes the principal sources and uses of cash for the year ended September 30, 

2008 and 2007:

year ended September 30,

2008 2007

Cash provided by operating activities $ 41,212 $ 31,488
Capital expenditures (9,983) (2,548)
long-term debt 4,245 -

Cash Provided by Operating Activities

Cash provided by operating activities of $41,212 increased by $9,724 or 31% in fiscal 2008 over fiscal 2007. 

Cash flow from operations before working capital changes contributed $2,829 on higher revenues. However, 

the most significant increases in cash provided by operating activities occurred due to a change in gold sales 

receivable of $1,139 and increases in the changes in accounts payable of $3,948 and income taxes payable of 

$3,246 with a partial offset caused by an increase in supplies inventory of $1,578 from fiscal 2007 to fiscal 

2008. Accounts payable include accruals for capital equipment purchases. the Company’s Bolivian income 

taxes are calculated at a rate of 32.5% but installments of tax are required during the year on only 23% of 

the total resulting tax with the balance of income tax for the year being payable at the end of January of the 

following year, hence the large income tax payable at the end of the year.

Capital Expenditures

Capital expenditures for fiscal 2008 were $9,983 (2007 - $2,548), made up of property, plant and equipment 

expenditures of $7,744, mine development costs capitalized of $774 and uMZ full feasibility study costs 

capitalized of $1,465. of the property, plant and equipment purchases, electrical generating equipment and 

a new ball mill to provide improved power generating back-up capability and increased ore milling capacity 

accounted for approximately $5,000.

Financial Condition – september 30, 2008 compared to september 30, 2007

the following table provides a comparison of key elements of the Company’s balance sheet at September 

30, 2008 and September 30, 2007:

2008 2007

Cash and cash equivalents $ 91,041 $ 55,667
non-cash working capital (deficit) (6,607) 653
total assets 120,685 81,153
long-term debt 4,245 -
Shareholders’ equity 96,862 70,956

Cash increased by $35,374 for the year ended September 30, 2008.  non-cash working capital decreased by 

$7,260 to a deficit of $6,607 from a positive working capital position of $653 at the end of fiscal 2007, mainly 

resulting from an increase in accounts payable of $3,874, an increase in income taxes payable of $3,441 and 

in short-term debt of $1,601, which was somewhat offset by increases in supplies inventory and value added 

taxes receivable.

the Company’s policy is to invest excess cash in highly liquid, highly-rated financial instruments. the Compa-

ny’s excess cash is not invested in non-bank asset-backed commercial paper.

Shareholders’ equity increased by $25,906 to $96,862 for the year ended September 30, 2008, primarily due 

to net income earned by the Company. no dividends were paid in fiscal 2008.
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Outlook

During fiscal 2008, the mill treated 253,217 tonnes of ore in the production of 79,604 ounces of gold. Head 

grades of ore treated averaged 10.38 g/t.

the grade of ore processed in fiscal 2009 will decline as a consequence of the depletion of higher grade ore 

from the lMZ and the start of processing of lower grade ore from the las tojas open pit. However, instal-

lation of the new ball mill will increase milling capacity and this will offset to some extent the decline in gold 

production from 2008 and prior years. there will be year-over-year declines in gold production from the lMZ 

and las tojas in fiscal 2009 and fiscal 2010 from the 79,604 ounces produced in fiscal 2008.

the drilling results on the las tojas Concession of the Don Mario property suggest that it is possible that 

the current Don Mario gold mining operation may be extended to about the end of the third quarter of fiscal 

2010. the Company has acquired additional power generating equipment and has purchased a ball mill from 

a manufacturer in China to process the mineralization from the las tojas concession. Mineral resource es-

timates in respect of the las tojas concession are being prepared by AMeC. Verification of the information 

and quality assurance/quality control analysis are also underway.

the uMZ project, if approved, will utilize the above-mentioned expanded power generating and milling ca-

pacities and will further extend the expected life of the Don Mario Mine operation by about eight years to 

the end of 2017.

As part of its diversification strategy, the Company intends to use its favourable cash position to opportu-

nistically acquire advanced-stage properties in the Americas. In addition to the hiring of the Vice-president, 

Corporate Development during fiscal 2008, the Company plans to engage additional senior level staff with 

expertise in the areas of geology, mining and finance.

During the past year the Company has evaluated numerous properties including negotiations with vendors, 

and has made several acquisition proposals. While we have concluded only one acquisition, we continue to 

aggressively pursue properties fitting our investment criteria. Current capital market conditions are advan-

tageous to the execution of the Company’s strategy.

on november 24, 2007, the Constituent Assembly of Bolivia approved the new constitutional draft in principle. 

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

Company due to, among other things, increased powers that the Bolivian government would have to control 

the commercialization of minerals. A referendum on the new constitution will be held on January 25, 2009.
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selected Annual information

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

year ended September 30,

2008 2007 2006

Revenue $ 69,064 $ 55,920 $ 44,875
net income 25,707 26,023 15,682

net income per share – basic and diluted $ 0.22 $ 0.23 $ 0.14

total assets $ 120,685 $ 81,153 $ 54,860
total long-term debt 4,245 - -

Gold production - ounces 79,604 86,381 80,028
Gold sales – ounces 79,813 86,322 79,621

non-GAAp measures
per ounce data 

total cash costs $ 240.63 $ 156.53 $ 139.43
Average gold price realized 865.33 647.81 563.61

operating statistics 
Gold ore grade – g/t 10.38 11.43 10.57
Gold recovery rate - % 94.2 92.7 92.8

Fiscal 2008 compared to Fiscal 2007

Revenues increased by 24% to $69,064 on 79,813 ounces sold in fiscal 2008 compared to $55,920 on 86,322 

ounces sold in fiscal 2007. Substantially higher average gold prices realized more than offset a decline in the 

number of ounces sold in fiscal 2008 compared to fiscal 2007. Despite higher revenues, costs and expenses 

of mining operations, including a new mining royalty tax, and an increase in the Bolivian corporate income tax 

rate from 25% to 32.5% together resulted in net income being substantially unchanged but down $0.01 per 

share in fiscal 2008 versus fiscal 2007.

Fiscal 2007 compared to Fiscal 2006

the Company’s operating results and financial position continued to strengthen to the end of fiscal 2007 with 

two main factors contributing to this: average gold prices realized were 15% higher year-over-year compared 

to fiscal 2006 and average ore grades improved 8% yielding higher production in fiscal 2007 over 2006.

other factors explaining changes in financial position and results of operations in fiscal 2008 compared to 

fiscal 2007 are described above under the heading, “overall performance”.

Corporate Resources

Management and staffing

on December 3, 2007, the Board of Directors announced the appointment of C. Kent Jespersen as Chairman 

of the Board and Robert logan as a director of the Company.

Mr. Jespersen has director experience on many boards of directors in the energy and technology sectors. 

He is currently Chairman of CCR technologies ltd. and serves on the boards of transAlta Corporation, Axia 

netMedia Corporation and Matrikon Inc. He is also past Chairman of north American oil Sands Corporation 

and Geac Inc. Mr. Jespersen resides in Calgary, Alberta.

Mr. logan currently sits on the boards of both public and private companies and holds an Institute of Corpo-

rate Directors (ICD.D) designation. previously, Mr. logan spent 20 years in investment banking based in new 
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York, toronto and london. His banking experience focused on funding and risk managing significant growth 

initiatives for many natural resource companies and projects.

on March 3, 2008, the Company announced the appointment of Mr. Bill Williams as Vice-president, Corpo-

rate Development. Mr. Williams brings nearly 20 years of both brownfield and greenfield exploration experi-

ence throughout the Americas and holds a ph.D in economic Geology from the university of Arizona. prior 

to joining the Company he was involved in minerals exploration and project development throughout the 

Americas with Western Mining, northern orion, phelps Dodge and Freeport-McMoRan.

Liquidity and Capital Resources

Liquidity and Commitments

As a result of legislation passed by the Bolivian Congress, the Company was required to negotiate a new natu-

ral gas supply contract with a government-owned entity. A new contract has been signed by the Company 

and is awaiting signature by the government. the new contract, which became effective on September 17, 

2008, is not expected to have a material impact on the Company’s costs.

the Company has recorded an asset retirement obligation at a discounted amount of $2,156 at September 

30, 2008 to dismantle the facilities and structures of the Don Mario Mine and to complete environmental 

reclamation of areas affected by current mining operations, including the tailings dam. the Company esti-

mates that the total amount of undiscounted cash flows required to settle the Company’s asset retirement 

obligations is $2,800. If the Don Mario operation is discontinued at the end of 2010, it is expected that this 

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

- $400; 2014 - $400. However, as described elsewhere in this MD&A, the uMZ represents a major project 

which would extend the Don Mario operation’s life by approximately seven years. If this project proceeds, 

the scope of the uMZ project and its impact on environmental remediation requirements will necessitate 

a re-estimation of the amount of the undiscounted obligation and the timing of disbursements required to 

settle that obligation.

During fiscal 2008, the net increase in cash and cash equivalents, after capital expenditures, foreign exchang-

es losses and including the proceeds of long-term debt incurred, was $35,374, resulting in total cash and cash 

equivalents of $91,041 at September 30, 2008.

Capital Resources

At September 30, 2008, the Company had capital resources of $101,107 represented by long-term debt of 

$4,245 and shareholders’ equity amounting to $96,862.

Shareholders’ equity increased by 37% or $25,906 to $96,862 ($0.84 per share) during the year ended Sep-

tember 30, 2008, compared to $70,956 ($0.62 per share) at September 30, 2007.

Results

Results of Operations

the following table and analysis compare operating results for the year ended September 30, 2008 and 2007:

year ended September 30,

2008 2007

Revenues $ 69,064 $ 55,920
Costs and expenses of mining operations 26,877 19,793
expenses and other income 4,581 2,303
net income 25,707 26,023
earnings per share – basic and diluted $ 0.22 $ 0.23
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Revenues

orvana’s sales are determined according to spot gold prices. the Company’s policy is to not hedge its gold 

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

revenues and prices realized:

year ended September 30,

2008 2007

Revenues $ 69,064 $ 55,920
ounces sold 79,813 86,322
prices per ounce $ 865 $ 648

Revenue for fiscal 2008 increased 24% to $69,064 on 79,813 ounces sold compared to $55,920 on 86,322 ounc-

es sold for the same quarter last year. Higher average gold prices accounted for a 31% increase in revenues, 

which were partially offset by a 7% decrease in revenues due to 6,509 fewer ounces sold. 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 – produc-

tion Cost Analysis”.

don Mario Mine - development

Development work continued during fiscal 2008 with further deepening of the main ramp. Ramp construction 

was completed to the -40 metre level. the geological information indicated that mineralization did not continue 

at depth and the ramp work stopped in July 2008. Development of level -40 was completed in october 2008.

the following table shows the tonnages treated and the head grade in g/t gold at the Don Mario Mine for fiscal 

2008 compared to fiscal 2007:

year ended September 30,

2008 2007

underground mine
tonnes 244,734 241,218
g/t 10.67 11.91

Minipit & stockpile
tonnes 8,483 12,251
g/t 1.94 2.00

total
tonnes 253,217 253,469
g/t 10.38 11.43
Recovery rate 94.2% 92.7%

Gold produced – ounces 79,604 86,381

At September 30, 2008, the Don Mario Mine and Santa Cruz administrative office had a total of 254 employees 

and 172 contracted personnel who provide various support services. levels of contracted personnel fluctuate 

from month to month depending on the mine’s requirements.
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don Mario Mine – Production Cost Analysis

the table below presents the cash operating costs and total production costs at the Don Mario Mine in produc-

ing 79,604 ounces in fiscal 2008 compared to 86,381 ounces in fiscal 2007.

year ended September 30,

2008 2007

Costs Cost/oz. Costs Cost/oz.

Direct mine operating costs $ 13,032 $ 163.71 $ 11,499 133.12

third-party smelting, refining and  
   transportation costs 231 2.90 213 2.47

Cash operating costs 13,263 166.61 11,712 135.59
Royalties and mining rights 2,075 26.07 1,809 20.94
Mining royalty tax 3,817 47.95 - -

total cash costs 19,155 240.63 13,521 156.53
Depreciation and amortization 7,736 97.18 6,679 77.32

total production costs 26,891 337.81 20,200 233.85
Gold production 79,604 ozs. 86,381 ozs.

total unit production costs increased by $103.96 per ounce, a 44% increase, to $337.81 per ounce for fiscal 

2008 from a unit cost of $233.85 for fiscal 2007 due to a number of factors. excluding the new mining royalty 

tax from production costs, lower gold production accounted for $22.74 per ounce of the $103.96 unit cost 

increase. excluding the impact of lower production, direct mine operating costs increased by $17.75 per ounce. 

Based on the current year’s gold production of 79,604 ounces, the new mining royalty tax accounted for $47.95 

per ounce of the increase in unit costs. While all categories of production costs have increased, all other in-

creases amounted to only $15.79 per ounce.

the difference between direct mine operating costs of $13,032 and cost of sales of $13,226 reported in the 

consolidated financial statements for fiscal 2008 is due to changes in gold inventories and gold in circuit. A 

reconciliation of the non-GAAp measure of direct mine operating costs to the 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,

2008 2007

Cost of sales $ 13,226 $ 11,285
Changes in gold inventories and gold in circuit (194) 214
Direct mine operating costs (non-GAAp measure) $ 13,032 $ 11,499

Update on exploration of the Lower Mineralized zone (“LMz”)

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

completed. Although the intersections were well defined, the grades and widths recorded were disappoint-

ing. A follow-up drill program from underground was completed during the current fiscal year. Results did not 

indicate significant additional ore and no further work is planned.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Update on evaluation of the Upper Mineralized Zone (“UMZ”)

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

conducted by NCL of Santiago, Chile.  Please see the section entitled “The Don Mario Mine - Upper Mineralized 

Zone” on page 3 of this MD&A for details of this report.

Proven Reserves Probable Reserves Total Reserves

Ore
Type

Tonnes
[kt]

Au
[g/t]

Cu
T

[%]
Ag

[g/t]
CuS

[%]
Tonnes

[kt]
Au

[g/t]
CuT

[%]
Ag

[g/t]
CuU
[%]

Tonnes
[kt]

Au
[g/t]

CuT

[%]
Ag

[g/t]
CuS

[%]
Oxides 664 1.43 1.75 56.5 1.19 1,513 1.51 1.77 45.6 1.22 2,177 1.49 1.77 48.9 1.2 1
Transition 273 1.49 1.45 57.7 0.64 1,616 1.45 1.35 50.3 0.70 1,889 1.46 1.37 51.3 0.69
Sulphides 134 1.25 1.28 38.2 0.16 1,248 1.25 1.27 36.2 0.1 7 1,382 1.25 1.27 36.4 0.17

Total 1,071 1.42 1.62 54.5 0.92 4,377 1.42 1.47 44.6 0.73 5,448 1.42 1.50 46.6 0.77

CuT is the total copper assay for the ore type, while CuS is the acid soluble copper assay for the ore type.

Following the issue of the PFS Technical Report, the Company engaged Kappes, Cassiday & Associates 

(“KCA”) of Reno, Nevada to complete a NI 43-101-compliant full feasibility study on the UMZ. A draft of 

KCA’s Don Mario Mine UMZ Feasibility Study (“Feasibility Study”) was received at the end of November. It is 

expected that the Feasibility Study will be issued in final form shortly. In view of the capital investment re-

quired to develop the UMZ deposit, the Company continues to assess its options with respect to developing 

the project in the most efficient and risk effective way possible.

 In fiscal 2008, $1,465 (2007 - $573) was incurred and capitalized in mineral properties and deferred develop-

ment costs in the preparation of the full feasibility study.

Update on Other Exploration Activities

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

as the Don Mario Property with the objective of identifying additional LMZ-type ore that could feed the cur-

rent gold plant. The most comprehensive program is being conducted in the Las Tojas concession of the Don 

Mario Property, located approximately 12 kilometers north of the Don Mario Mine. Progress of the exploration 

programs on the three targets on which most spending has occurred thus far this fiscal year is as follows:

Las Tojas
During fiscal 2007, the Company completed 51 diamond drill holes on the Las Tojas property, 31 of which • 
intersected gold mineralization on two-thirds of the target area. Detailed results of drilling completed 
thus far are contained in a press release dated October 19, 2007 and accessible on the Company’s web-
site, www.orvana.com and on SEDAR at www.sedar.com.

In the second quarter of fiscal 2008, the Company completed an in-fill drilling campaign on the remain-• 
ing third of the Las Tojas project area to fully define the extent of this mineralization. Including the 2007 
campaign, a total of 101 drill holes were completed, 60 of which fell above the cut-off grade of 1 gram of 
gold per tonne. External consultants have reviewed the results to determine the final size and grade of this 
mineralization. The Company expects to have a final consultant’s report in December 2008. Due to the 
modest size of this mineralization the Company does not intend to prepare a NI 43-101 technical report.

The Las Tojas mineralization has the same mineralogical characteristics as the LMZ ore and can be put • 
through the existing gold processing facilities at the Don Mario Mine. The grades are not as high as the 
LMZ, which is being mined by underground mining methods. The Las Tojas property will be mined by 
open pit mining methods.

In a second area, “Las Tojas B”, geological mapping at 1:1000 scale is being carried out and representative • 
samples are being taken.

Las Tojas has the potential of extending the current Don Mario gold mining operation (the LMZ and Las • 
Tojas taken together) to the end of the third quarter of fiscal 2010.

Oscar
A large number of samples have been sent to external laboratories for analysis and results will assist in • 
determining what further work will be undertaken.
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La Aventura
A geochemical sampling program consisting of 1,352 samples has been completed.• 

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

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

conducted within all concessions.

Summary of Quarterly Results

The following two tables include results for the eight quarters ended September 30, 2008:

Quarters ended

Sept. 30, 
2008

June 30, 
2008

Mar. 31, 
2008

Dec. 31, 
2007

Revenues $ 15,681 $ 18,244 $ 19,062 $ 16,077
Net income $ 4,605 $ 7,135 $ 7,102 $ 6,865
Earnings per share – basic and diluted $ 0.04 $ 0.06 $ 0.06 $ 0.06

Total assets $ 120,685 $ 112,538 $ 100,633 $ 90,127
Total long-term financial liabilities $ 4,245 $ 4,626 $ 3,500 $ -

Gold production - ozs. 17,656 20,877 19,988 21,083
Gold sales – ozs. 18,109 20,453 20,644 20,607

Non-GAAP measures
Per ounce data

Total cash costs $ 304.85 $ 249.38 $ 244.80 $ 174.25
Average gold price realized $ 865.96 $ 891.97 $ 923.40 $ 780.15

Operating statistics 
Gold ore grade – g/t 9.18 11.12 10.72 10.54
Gold recovery rate - % 93.6% 95.6% 94.0% 93.5%

Quarters ended

Sept. 30, 
2007

June 30, 
2007

Mar. 31, 
2007

Dec. 31, 
2006

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

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

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

Non-GAAP measures
Per ounce data

Total cash costs $ 158.82 $ 160.54 $ 143.22 $ 164.82
Average gold price realized $ 675.67 $ 657.25 $ 645.83 $ 602.28

Operating statistics 
Gold ore grade – g/t 11.99 11.64 12.33 9.85
Gold recovery rate - % 93.2% 93.4% 93.4% 90.7%
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Comments on the Tables of Quarterly Results

the quantity of gold sales in any period is affected by fluctuations in production volumes and the timing of 

shipments, which is also subject to weather conditions, timing of smelting to produce gold dore and security 

considerations.

Average gold prices realized during each of the eight quarters ended September 30, 2008 ranged from $602 

to $923 per ounce. Higher quarterly revenues in fiscal 2008, particularly the second and third quarters, did 

not translate into higher net quarterly net incomes in fiscal 2008 compared to fiscal 2007 due to lower pro-

duction, higher production costs, and the impact of higher taxes due to an increase in the corporate income 

tax rate from 25% to 32.5% and the new mining royalty tax on revenues.

Risks and Uncertainties

the Company holds the rights to mineral concessions in Bolivia and as such is subject to the laws governing 

the mining industry in that country. In view of the new constitutional draft approved by the Constituent As-

sembly on november 24, 2007 and new mining policy and mining tax changes that have been implemented 

and that are being proposed by the current government in Bolivia and the composition of the Company’s 

shareholder base, there could be changes in governmental regulation or governmental actions in Bolivia that 

adversely affect the Company.

on november 24, 2007, the Constituent Assembly of Bolivia approved the new constitutional draft in prin-

ciple. the proposed new constitution, if implemented as currently drafted, could have adverse implications 

for the Company due to, among other things, increased powers that the Bolivian government would have 

under the constitution to control the commercialization of minerals. the date of a referendum that will be 

required to pass a new constitution has been set for January 25, 2009.

there could also be changes to governmental regulation with respect to such matters as repatriation of prof-

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

limitations on foreign ownership. there could also be shifts in the political stability of the country and labour 

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 have also been taken in the mining sector with the recent increase in income and oth-

er taxes. Any of the foregoing actions or regulatory changes could materially adversely affect the Company.

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

have been contradictory, sometimes referring to “nationalization”, but at other times stating that “national-

ization” 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 were to be nationalized, the Company would cease to have any pro-

ducing assets. 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 orvana. 

orvana’s management continues to monitor the situation closely.

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

Corporacion Minera de Bolivia (“CoMIBol”), the state-owned mining company, will control Bolivian land sub-

ject to the grant of mineral concession rights. under these amendments, an application will have to be made 

for new mineral concessions in the future and all concessions granted may result in some form of joint venture 

with CoMIBol in the exploitation of any minerals found. the government has stated that this new law will not 

affect mineral concessions that have already been granted, however, the proposals have yet to be passed into 

law and their potential effect on future activities on the Company’s mineral concessions remains unclear.

Additional recent proposed modifications to the mining code have been published by the government. one 

such proposal would see mineral concessions revert to the state in a time-frame depending on the length 
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of time since any exploration work was undertaken ranging from immediate reversion for concessions not 

worked for more than five years to reversion after one year for concessions not worked for one year. A sec-

ond proposed modification would affect companies that are presently in joint ventures with CoMIBol. In this 

proposal, CoMIBol would control 100% of production and would receive 50% of the gross revenue derived 

from the sale of mine production. negotiations regarding such modifications continue, with the government 

stating that it now wants 55% of a project’s gross revenue. It is expected that these proposals will result 

in dialogue and negotiation between the government and the mining industry before being passed into law. 

orvana’s Bolivian subsidiary, eMIpA, has no joint venture operations with CoMIBol and, thus, would not be 

affected by the second proposal. 

As a result of legislation passed by the Bolivian Congress, the Company was required to negotiate a new 

natural gas supply contract with a government-owned entity. the Company has signed a new contract for 

natural gas and is awaiting the signature of the government. the new contract, which became effective on 

September 17, is not expected to have a material impact on the Company’s costs.

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 Com-

pany’s mineral properties is heavily influenced by metal prices, particularly the price of gold for the lMZ and 

copper and gold for the uMZ. 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 sup-

ply 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 as-

surance 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. production 

volumes and costs can be affected by such factors as permitting regulations and requirements, weather, 

environmental factors, unforeseen technical difficulties, unusual or unexpected geological formations and 

work interruptions. 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 labora-

tory 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. With the exception of the Don Mario 

Mine, the Company’s properties are without known bodies of commercial ore. 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. unusual or unexpected geological formations, unstable ground conditions that could result in cave-

ins or land slides, floods, power outages, water or fuel shortages, labour disruptions, fires, explosions, and 

the inability to obtain suitable or adequate machinery, equipment or labour are risks associated with the 

conduct of exploration programs and the operation of mines. In addition, social unrest in areas adjacent to 

the Company’s properties could have a material adverse effect on the Company’s activities. the Company 

has been dependent upon and may continue to be dependent upon consultants and outside contractors for 

construction and operating expertise.
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Beyond 2010 and in the absence of new operations or reserves being added, the Company’s revenue stream 

will depend on production from the uMZ project of the Don Mario Mine. the Company anticipates that, if 

undertaken, the uMZ project may be brought on stream following the processing of the remaining ore from 

the lMZ and las tojas projects. Given the extent of changes to taxation and to other laws affecting the min-

ing industry and the political uncertainties in the country, the Company may experience difficulty in obtaining 

satisfactory financing terms or adequate project financing for the uMZ. 

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

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

related to development of mineral deposits; metal prices; labour costs and the supply and price of energy and 

other consumables; exploration; development and operating risks; water supply; production estimates; mineral 

reserves and resources; title matters; reclamation costs; gold price volatility; competition; additional funding 

requirements; insurance; currency fluctuations; conflicts of interest and share trading volatility. Any of these 

risks could have a material adverse effect on the business, operations or financial condition of the Company.

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

and the remainder is primarily denominated in Bolivian and Canadian currencies. the Company is exposed to 

foreign currency fluctuations; however, management does not expect these fluctuations to have a signifi-

cant impact on the Company’s financial position or results.

Other information

Critical Accounting Estimates 

the preparation of financial statements in accordance with Canadian GAAp requires management to make 

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 revenues and expenses during the period. Actual 

results could differ significantly from those estimates. Specific items requiring estimates are gold ore reserves, 

accounts receivable, property, plant and equipment, depreciation and amortization, asset retirement obliga-

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

Mineral reserves

the lMZ is expected to be depleted by the end of the third quarter of fiscal 2009. this estimated time-frame 

excludes a possible additional year’s production based upon exploration drilling results on the las tojas conces-

sion as discussed above. ore from las tojas will be processed commencing in the third quarter of fiscal 2009.

Net realizable values of property, plant and equipment

At September 30, 2008, the net book value of lMZ-related property, plant and equipment amounted to 

$18,035 (excluding uMZ feasibility study costs capitalized of $2,037). Amortization of these costs is calcu-

lated on the units-of-production method over the expected economic life of the mine. the expected eco-

nomic life is dependent upon the estimated remaining proven and probable reserves, gold prices and cash 

operating costs. Based upon current estimates of reserves, gold prices in excess of $600.00 per ounce and 

total cash costs of approximately $265.00 per ounce, net realizable values are in excess of related net book 

value of property, plant and equipment.

Asset retirement obligations

the Company has estimated the present value of estimated future costs to decommission the Don Mario 

Mine (asset retirement obligations) to be $2,156 at September 30, 2008. It is estimated that the amount of 

future expenditures to dismantle mine installations and to complete reclamation will be $2,800 on an undis-

counted basis. If the Don Mario operation is discontinued at the end of 2010, it is expected that this obliga-

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

2013 - $400; 2014 - $400. estimates of these closure costs and the expected timing of their incurrence are 

reviewed periodically. these estimates are based on expected remediation requirements relating to the lMZ 

and will change if the Company proceeds with the uMZ base metals project.
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It is possible that the Company’s estimates of its ultimate asset retirement obligations could change as a re-

sult 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 $199 for the year September 30, 2008 com-

pared to $219 a year ago. last year’s expense was offset by a credit to income of $375 with respect to stock 

options forfeited by departing officers and directors, resulting in a net credit of $156 for fiscal 2007. the 

stock-based compensation expense is based on an estimate of the fair value on the grant date of stock op-

tions issued. this accounting required estimates of interest rates, life of options, stock price volatility and the 

application of the Black-Scholes option pricing model. 

Financial and Other instruments 

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

the prior three fiscal years.

Off-balance-sheet Arrangements

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

Outstanding share data

orvana shares are traded on the toronto Stock exchange under the symbol oRV. As at the Report Date, 

there were 115,233,173 common shares outstanding with a stated value of $74,777. there were also 2,990,001 

stock options outstanding at the Report Date with a weighted average exercise price of Cdn. $0.90. Stock 

options outstanding have expiry dates ranging from 2008 to 2013.

Other information

Management, including the Chief executive officer and Chief Financial officer, has evaluated the effective-

ness of the design and operation of the Company’s disclosure controls and procedures as of September 30, 

2008. Based on this evaluation, the Chief executive officer and Chief Financial officer have concluded that 

the Company’s disclosure controls and procedures, as defined in national Instrument 52-109 - Certification 

of Disclosure in Issuer’s Annual and Interim Filings, are effective to ensure that information required to be 

disclosed in reports filed or submitted by the Company under Canadian securities legislation is recorded, 

processed, summarized and reported within the time periods specified in those rules. 

there were no significant changes in the Company’s internal controls or in other factors that could sig-

nificantly affect those controls subsequent to the date the Chief executive officer and Chief Financial of-

ficer completed their evaluation, nor were there any significant deficiencies or material weaknesses in the 

Company’s internal controls requiring corrective actions.

the Canadian Accounting Standards Board will require all public companies to adopt International Financial 

Reporting Standards (“IFRS”) for interim and annual financial statements relating to fiscal years beginning 

on or after January 1, 2011. Companies will also be required to provide IFRS comparative information for the 

previous year. the transition from Canadian GAAp to IFRS will be applicable for the Company for its first 

quarter ended December 31, 2011 of fiscal 2012 when the Company will prepare both current and comparative 

financial information using IFRS.  the Company will continue to monitor and assess the impact of the planned 

convergence to IFRS throughout the next year including the establishment of an implementation plan. 

other operating and financial information, including the Company’s Annual Information Form, is available 

in public disclosure documents filed on SeDAR at www.sedar.com and on the Company’s website at www.

orvana.com.
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he accompanying consolidated financial statements of orvana Minerals Corp. were pre-

pared by management in accordance with Canadian generally accepted accounting prin-

ciples. Management acknowledges responsibility for the preparation and presentation of 

the consolidated financial statements, including responsibility for significant accounting 

judgments and estimates and the choice of accounting principles and methods that are 

appropriate to the Company’s circumstances. the significant accounting policies of the Company are sum-

marized in note 2 to the consolidated financial statements.

Management has established systems of internal control over the financial reporting process, which are de-

signed to provide reasonable assurance that relevant and reliable financial information is produced.

the Board of Directors is responsible for reviewing 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 as well as with the independent auditors 

to review the internal controls over the financial reporting process, the consolidated financial statements 

and the auditors’ report. the Audit Committee also reviews the Annual Report to ensure that the financial 

information reported therein is consistent with the information presented in the consolidated financial state-

ments. 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 estab-

lished financial standards, and applicable laws and regulations, and for maintaining proper standards of con-

duct for its activities.

management’S reSPonSibility For FinanCial rePorting

Carlos Mirabal

president and Chief executive officer 

Malcolm King

Vice president and Chief Financial officer

toronto, Canada - December 2, 2008
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e have audited the consolidated balance sheets of orvana Minerals Corp. as at Septem-

ber 30, 2008 and 2007 and the related consolidated statements of income and com-

prehensive income, changes in shareholders’ equity, and cash flows for the years then 

ended. these consolidated financial statements are the responsibility of the Company’s 

management. our responsibility is to express an opinion on these consolidated financial 

statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. those stan-

dards require that we plan and perform an audit to obtain reasonable assurance whether the consolidated fi-

nancial 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 significant 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 September 30, 2008 and 2007 and the results of its operations and its cash 

flows for the years then ended in accordance with Canadian generally accepted accounting principles.

 

auditorS’  rePort

To the shareholders of Orvana Minerals Corp.

pricewaterhouseCoopers LLp 

Chartered Accountants, licensed public Accountants

toronto, Canada - December 2, 2008
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CONSOLIdATed BALANCe SHeeTS
As at September 30, (In thousands of United States dollars)

2008 2007
ASSeTS

Current assets
Cash and cash equivalents $$ 91,04191,041 $ 55,667
Gold sales receivable 1,7851,785 1,462
Value-added taxes receivable and prepaid expenses 4,2754,275 3,585
Gold inventory 641641 949
Supplies inventory 2,8712,871 1,920

100,613100,613 63,583

property, plant and equipment [note 3] 20,07220,072 17,570
$$ 120,685120,685 $ 81,153

LIABILITIeS

Current liabilities
Accounts payable and accrued liabilities $$ 6,7866,786 $ 2,912
Income taxes payable 7,7927,792 4,351
Current portion of long-term-debt of long-term-debt of  [note 4] 1,6011,601 -

16,17916,179 7,263

long-term debt [note 4] 2,6442,644 -
Asset retirement obligations [note 5] 2,1562,156 1,988
provision for statutory labour obligations 1,3071,307 946
Future income tax liability [note 8] 1,5371,537 -

23,82323,823 10,197

SHAreHOLderS’ equITy

Share capital [note 6(b)] 74,77774,777 74,777
Contributed surplus 1,5531,553 1,354
Retained earnings (deficit) 20,53220,532 (5,175)

96,86296,862 70,956
$$ 120,685120,685 $ 81,153

Commitments and contingencies [note 12]
Subsequent event [note 14]

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

Approved by the Board of Directors: of Directors: of

Carlos Mirabal robert Mitchell

Director Director



28  A N N UA L  R E PO RT  2 0 0 8

O R v A N A  M i N E R A L s  C O R P .

29  A N N UA L  R E PO RT  2 0 0 8

O R v A N A  M i N E R A L s  C O R P .

CONSOLIdATed STATeMeNTS OF INCOMe ANd  
COMpreHeNSIve INCOMe
Year ended September 30, (In thousands of United States dollars except per share amounts)

2008 2007
reveNueS

Gold sales $ 69,064 $ 55,920

COSTS ANd expeNSeS OF MINING OperATIONS

Cost of sales 13,226 11,285
Royalties and mining rights 2,075 1,809
Mining royalty taxes 3,817 -
Depreciation and amortization 7,591 6,539
Accretion [note 5] 168 160

26,877 19,793
42,187 36,127

expeNSeS (OTHer INCOMe)

General and administration 4,437 2,208
exploration 1,666 1,474
Stock-based compensation [note 6(c)] 199 (156)
Community relations 195 330
Interest on long-term debt 179 -
Interest and other income (2,195) (1,676)
Foreign exchange 100 123

4,581 2,303

INCOMe BeFOre prOvISION FOr INCOMe TAxeS 
ANd prOvISION FOr FuTure INCOMe TAxeS 37,606 33,824

provision for income taxes [note 8]
Current income taxes 10,362 8,035
Future income tax expense (recovery) 1,537 (234)

11,899 7,801

NeT INCOMe ANd COMpreHeNSIve INCOMe $ 25,707 $ 26,023

eArNINGS per SHAre [note 9]
Basic and diluted $ 0.22 $ 0.23

WeIGHTed AverAGe NuMBer OF SHAreS OuTSTANdING - BASIC 115,233,173 115,233,173
WeIGHTed AverAGe NuMBer OF SHAreS OuTSTANdING - dILuTed 115,296,803 115,273,899

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



30  A N N UA L  R E PO RT  2 0 0 8

O R v A N A  M i N E R A L s  C O R P .

31  A N N UA L  R E PO RT  2 0 0 8

O R v A N A  M i N E R A L s  C O R P .

CONSOLIdATed STATeMeNTS OF CHANGeS IN  
SHAreHOLderS’  equITy
Year ended September 30, (In thousands of United States dollars)

Share 
Capital

Contributed 
Surplus

retained 
earnings 
(deficit) total

Balance, September 30, 2006 $ 74,777 $ 1,510 $ (31,198) $ 45,089
Grant of stock options - 107 - 107
Vesting of previously issued stock options - 112 - 112
Forfeiture of previously issued stock options - (375) - (375)
net income - - 26,023 26,023

Balance, September 30, 2007 74,777 1,354 (5,175) 70,956
Grant of stock options - 151 - 151
Vesting of previously issued stock options - 48 - 48
net income - - 25,707 25,707

Balance, September 30, 2008 $ 74,777 $ 1,553 $ 20,532 $ 96,862
The notes to consolidated financial statements are an integral part of these statements.
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CONSOLIdATed STATeMeNTS OF CASH FLOWS
Year ended September 30, (In thousands of United States dollars)

2008 2007
OperATING ACTIvITIeS

net income $ 25,707 $ 26,023
Depreciation and amortization 7,591 6,539
Accretion [note 5] 168 160
Stock-based compensation [note 6(c)] 199 (156)
Future income taxes (recovery) [note 8] 1,537 (234)
provision for statutory labour obligations 361 379
Foreign exchange 100 123

35,663 32,834

Changes in non-cash working capital items
Gold sales receivable (323) (1,462)
Value-added taxes receivable and prepaid expenses (690) (306)
Gold inventory 198 (326)
Supplies inventory (951) 627
Accounts payable and accrued liabilities 3,874 (74)
Income taxes payable 3,441 195

41,212 31,488

FINANCING ACTIvITIeS

Issue of long-term debt [note 4] 5,000 -
Repayment of long-term debt [note 4] (755) -

4,245 -

INveSTING ACTIvITIeS

Capital expenditures (9,983) (2,548)

CHANGe IN CASH ANd CASH equIvALeNTS 35,474 28,940
CASH ANd CASH equIvALeNTS, BeGINNING OF perIOd 55,667 26,850

eFFeCT OF exCHANGe rATe CHANGeS ON CASH HeLd IN FOreIGN 
CurreNCIeS (100) (123)

CASH ANd CASH equIvALeNTS, eNd OF perIOd $ 91,041 $ 55,667

OTHer INFOrMATION

Income taxes paid $ 5,902 $ 7,924
Interest paid $ 170 $ -

The notes to consolidated financial statements are an integral part of these statements.
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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 precious and base metal deposits in 

the Americas. the Company owns and operates the Don Mario Mine and property (note 3(a)) in eastern Bo-

livia which is held indirectly through its wholly-owned subsidiary, empresa Minera paititi S.A. (“eMIpA”). In ad-

dition, in fiscal 2008, the Company acquired the Copperwood project (note 3(c)) in the united States 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 accounting policies used in the preparation of these consolidated 

financial statements:

(a) basis of consolidation

the consolidated financial statements of orvana and its subsidiaries, which are expressed in uS dollars, are pre-

pared in accordance with Canadian generally accepted accounting principles (“GAAp”). the consolidated finan-

cial statements include the assets, liabilities, revenues and expenses of the following wholly-owned subsidiaries:

 Operating companies:

 empresa Minera paititi S.A. (“eMIpA”)

 orvana Resources uS Corp. (“orvana Resources”)

 Non-operating companies:

 orvana Cyprus limited

 orvana Sweden International AB

 orvana pacific Minerals Corp.

 Minera el Alto S.A.

 Minera orvana peru S.A.

 Clarendon Mining limited

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

(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 fi-

nancial 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 material estimates in determining amounts recorded include 

accounts receivable, property, plant and equipment, depreciation and amortization, asset retirement obliga-

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

September 30, 2008 and 2007 (In thousands of United States Dollars unless otherwise noted)

noteS to ConSolidated FinanCial StatementS
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(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.

(d) Exploration and development expenditures

property acquisition costs are capitalized. exploration and development expenditures are expensed until a 

feasibility study has been completed that indicates the property is economically feasible. the Company peri-

odically assesses its capitalized exploration and development expenditures for impairment and where there 

are circumstances indicating that an impairment exists, the carrying value of the impaired assets are written 

down to fair value.

(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 pric-

ing model and management’s assumptions as disclosed in note 6(c). upon exercise of the stock options, con-

sideration paid by the option holder together with the amount previously recognized in contributed surplus 

is recorded as an increase to share capital.

(f) income taxes

Income taxes are calculated using the asset and liability method of tax accounting. under this method, cur-

rent 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 unclaimed losses carried forward and are measured using the sub-

stantially 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 in-

come 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 com-

mon 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.

(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. 

(j) Property, plant and equipment

property, plant and equipment, including mine development expenditures, are carried at cost less accumu-

lated depreciation and amortization and less any write-downs to recognize impairments. Depreciation and 

amortization of mine property, plant and equipment are charged to income on a unit-of-production basis 

over estimated mineral reserves. properties under development include initial acquisition costs and costs 

incurred subsequent to completion of an economic feasibility study.
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When impairment conditions are identified, reviews of producing properties and properties under develop-

ment are conducted. the carrying values of property, plant and equipment which are not assessed as eco-

nomically 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 lMZ 

and will change if the Company proceeds with the uMZ base metals project. Changes in estimates are ac-

counted 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 de-

nominated 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 transla-

tion of monetary assets and liabilities are included in the determination of income for the current period.

(m) Financial instruments

effective october 1, 2007, all financial instruments have been classified into one of the following five catego-

ries: 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 comprehensive 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 effec-

tive interest method.
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the Company made the following classifications:

Cash and cash equivalents Held for trading
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
long-term debt other financial liabilities
provision for statutory labour obligations other financial liabilities

transaction costs are expensed as incurred for all financial instruments.

(n) Change in accounting policies

on December 1, 2006, the Canadian Institute of Chartered Accountants (“CICA”) issued three new account-

ing standards: Capital Disclosures (Handbook Section 1535), Financial Instruments – Disclosures (Handbook 

Section 3862), and Financial Instruments – presentation (Handbook Section 3863). these new standards 

became effective for the Company on october 1, 2007.

Capital disclosures

Handbook Section 1535 specifies the disclosure of (i) an entity’s objectives, policies and processes for 

managing capital; (ii) quantitative data about what the entity regards as capital; (iii) whether the entity 

has not complied with any capital requirements; and (iv) if it has not complied, the consequences of such 

non-compliance. the Company has included disclosures recommended by the new Handbook section in 

note 7 to these consolidated financial statements.

Financial instruments

Handbook Sections 3862 and 3863 replace Handbook Section 3861, Financial Instruments – Disclosure and 

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

sentation requirements. these new sections place increased emphasis on disclosures about the nature and 

extent of risks arising from financial instruments and how the entity manages those risks. the Company 

has included disclosures recommended by the new Handbook sections in note 10 to these consolidated 

financial statements.

(o) Future accounting changes

international Financial Reporting standards (“iFRs”)

In January 2006, the CICA’s Accounting Standards Board (“AcSB”) formally adopted the strategy of re-

placing Canadian GAAp with IFRS for Canadian enterprises with public accountability. the current con-

version timetable calls for financial reporting under IFRS for accounting periods commencing on or after 

January 1, 2011. on February 13, 2008, the AcSB confirmed that the use of IFRS will be required in 2011 for 

publicly accountable profit-oriented enterprises. IFRS will be required for orvana’s interim and annual 

financial statements for the fiscal year beginning october 1, 2011.

the Company is currently assessing the impact of IFRS on its consolidated financial statements.
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3. Property, plant and equipment

Year ended September 30, 2008 Cost
accumulated
amortization

net carrying
value

plant and equipment $ 33,693 $ 21,975 $ 11,718
Construction in process 3,957 - 3,957

Mineral properties and deferred development costs    
  [note 3(a) and note 3(b)] 9,627 5,902 3,725

Asset retirement costs 1,499 1,054 445
Furniture and equipment 121 63 58
Copperwood project [note 3(c)] 169 - 169

$ 49,066 $ 28,994 $ 20,072

Year ended September 30, 2007 Cost
accumulated
amortization

net carrying
value

plant and equipment $ 29,136 $ 15,894 $ 13,242
Construction in process 164 - 164

Mineral properties and deferred development costs  
  [note 3(a) and note 3(b)] 8,174 4,813 3,361

Asset retirement costs 1,499 766 733
Furniture and equipment 111 41 70

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

(a) description of the don Mario Mine and property (bolivia)

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

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

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

in perpetuity and can be lost only if the annual mining rights upon the concession are not being paid (note 12). 

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

are subject to a 3% net smelter return royalty (“nSR”) payable to a third party.

(b) Pederson and other exploration properties (bolivia)

the pederson and other exploration properties are carried at a nominal amount in the Company’s consoli-

dated financial statements and related liabilities and expenses are not material.

(c) Copperwood Project (United states)

In September 2008, the Company’s wholly-owned subsidiary, orvana Resources, entered into a minerals 

lease in respect of an area of the “Western Syncline” located in the upper peninsula of the State of Michigan. 

the leased area is referred to as the Copperwood project.

under the minerals lease, 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 a related nSR agreement that orvana Resources has entered 

into with the lessor. the nSR, which will be determined quarterly, ranges from 2% to 4% on a sliding scale 

based on inflation-adjusted copper prices. the minerals lease may be terminated by orvana Resources on 

60 days’ notice.
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4. Long-Term debt

on March 4, 2008, eMIpA entered into a term credit facility agreement of $5,000 with Banco Bisa S.A. this 

facility bears interest at 7.75% and is payable in equal quarterly installments over a three-year period as set 

out in the repayment table of this note. the Company has the option of prepaying the loan prior to the end 

of its term without penalties.

At September 30, 2008, $4,245 was outstanding under this facility. During the year, repayments of $374 and 

$381 were made on June 17, 2008 and September 17, 2008, respectively. the Company used the proceeds of 

this new credit facility to purchase additional electrical generation equipment and a ball mill to increase ore 

treatment capacity including ore from the los tojas concession.

there are no specific covenants related to this facility.

long-term debt repayments are as follows:

2009 $ 1,601
2010 1,729
201 1 915

4,245
less: current portion (1,601)

$ 2,644

5. Asset retirement obligations

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

Year ended September 30, 2008 2007

Balance, october 1 $ 1,988 $ 1,828
Accretion expense 168 160
Balance, September 30 $ 2,156 $ 1,988

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

of the mine facilities and environmental reclamation of the areas affected by mining operations. Associated 

long-lived assets include structures and the tailings dam. environmental reclamation requirements include 

mine water treatment, reforestation and dealing with soil contamination.

At September 30, 2008, management estimates that the total undiscounted amount of the estimated cash 

flows required to settle the Company’s asset retirement obligations is $2,800. It is expected that this amount 

will be incurred in approximately equal amounts over the years 2010 to 2014. the credit-adjusted, risk-free 

interest rates used to discount estimated cash flows for liabilities incurred in 2005 and 2004 were 8% and 

10%, respectively. Accretion expense is recorded using the resulting weighted average credit adjusted, risk- 

free interest rate.

6. share capital      

(a) Authorized-unlimited number of common shares

(b) Common shares issued

number of  
common shares Stated value

Balance, September 30, 2007 and September 30, 2008 115,233,173 $ 74,777
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(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 Com-

pany 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, 2008, the Company has granted 2,990,001 stock options and was authorized to grant 

stock options under the plan for the purchase of up to 4,750,000 additional common shares. Common shares 

in respect of which outstanding options expire unexercised are available for subsequent option grants under 

the plan.

A summary of the stock option transactions for the years ended September 30, 2008 and 2007 is as follows:

Stock options
weighted average 

exercise price (Cdn$)

Balance, September 30, 2006 4,383,332 1.72
Granted 500,000 0.63
expired (923,333) 4.21
Forfeited (583,333) 0.97
Balance, September 30, 2007 3,376,666 1.01
Granted 475,000 0.79
expired (861,665) 1.26
Balance, September 30, 2008 2,990,001 0.90

Stock options have been expensed as follows:

Cumulative expense to 
September 30, 2008

remainder to 
be expensed

total stock option 
compensation

Stock option expense $ 1,553 $ 72 $ 1,625

As at September 30, 2008, outstanding and exercisable stock options granted were as follows:

grant date

Fair 
Value 

($)

number of 
non-Vested 

options

weighted  
average  

Contractual 
life (in years)

number 
of Vested 

options

exercise 
Price 

(Cdn$) expiry date

December 8, 1998 $      - - 0.19 65,000 $      1.00 december 8, 2008
April 1, 2005 471 - 1.50 1,025,000 1.03 april 1, 2010
June 30, 2005 210 - 1.75 470,000 1.00 june 30, 2010
September 26, 2005 16 - 1.99 30,000 1.20 September 26, 2010
May 12, 2006 19 - 2.62 41,667 1.05 may 12, 2011
June 23, 2006 129 - 2.73 325,000 0.89 june 23, 2011
July 5, 2006 24 - 2.76 58,334 0.91 july 5, 2011
December 14, 2006 99 - 3.21 350,000 0.60 december 14, 2011
August 9, 2007 55 50,000 3.86 100,000 0.69 august 8, 2012
December 3, 2007 150 216,667 4.18 108,333 0.81 december 3, 2012
March 3, 2008 65 100,000 4.43 50,000 0.75 march 3, 2013

$ 1,238 366,667 2.12 2,623,334
total vested and non-vested stock options 2,990,001
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the Company uses the fair value method of accounting and, during fiscal 2008 recognized stock-based 

compensation expense of $199. During fiscal 2007, the Company recognized stock-based compensation  

expense of $219 which was offset by a credit to income of $375 in respect of unvested stock options for-

feited by departing officers and directors, resulting in a net credit of $156.

the fair value of each option grant in fiscal 2008 and fiscal 2007 was estimated using the Black-Scholes  

option-pricing model with the following weighted average assumptions:

Risk-free interest rate: 4.0 % - 4.5%
expected life in years: 4
expected volatility: 70% - 73%
expected dividend yield: 0%

For fiscal 2008, the weighted-average grant date fair value of these options was $215 (fiscal 2007 - $154) or 

Cdn $0.45 (fiscal 2007 - $0.35) per option and this amount is expensed over the vesting periods.

For fiscal 2008, the fair value associated with non-vested stock options is $162 (fiscal 2007 - $138).

(d) Controlling shareholder’s rights

under a share acquisition agreement dated January 11, 2002, Fabulosa Mines limited, the Company’s control-

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

for-one basis, for each common share issued by the Company as a result of the exercise of stock options 

outstanding on the date of the agreement. At September 30, 2008, the number of options to which this 

right relates include 65,000 options exercisable at Cdn. $1.00 expiring December 8, 2008.

7.  Capital management

orvana’s objective when managing capital is to safeguard its accumulated capital in order to provide an 

adequate return to shareholders by maintaining a sufficient level of funds to support continued production 

and maintenance at the Don Mario Mine and to acquire, explore and develop other precious and base metal 

deposits in the Americas. In order to achieve this objective, the Company invests its capital in highly liquid, 

highly rated financial instruments.

orvana manages its capital structure and makes adjustments to it, based on the level of funds available to 

the Company to manage its operations. In order to maintain or adjust the capital structure, orvana expects 

that it will be able to obtain long-term debt, equipment-based financing and/or project-based financing suf-

ficient to maintain and expand its operations. there are no assurances that such financing will be available on 

terms acceptable to the Company.

Management reviews its capital management approach on an ongoing basis and believes that this approach, 

given the relative size of the Company, is appropriate.

there were no changes in the Company’s approach to capital management during the year ended September 

30, 2008. the Company is not subject to externally imposed capital requirements.
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8. income taxes

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

Year ended September 30, 2008 2007

Current income taxes:
Canada $ - $ -
Foreign 10,362 8,035

10,362 8,035
Future income taxes:

Canada - -
Foreign 1,537 (234)

provision for income taxes $ 11,899 $ 7,801

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

fective income tax rate is as follows:

Year ended September 30, 2008 2007

Income before provision for income taxes $ 37,606 $ 33,824

Income tax provision at the combined Canadian Federal and provincial  
  statutory rates of 34.2% (32.5% in 2007) 12,861 10,993

effect of differences in foreign tax rates (1,343) (2,370)
Stock-based compensation 68 (51)
non-deductible items 34 43
non-taxable income (222) -
Valuation allowance-current year tax losses 956 372
Special tax deduction on exploration expenditures (641) (512)
Foreign exchange loss available for tax in a foreign subsidiary (85) (373)
prior years’ expenses not previously deducted for tax - (301)
Bolivian current value accounting adjustment 146 -
other 125 -
provision for income taxes $ 11,899 $ 7,801
effective tax rate 31.6% 23.1%

At September 30, 2008, the Company has available non-capital loss carry-forwards for Canadian tax pur-

poses at current rates of exchange with expiry as follows:

2009 $ 512
2010 448
2014 592
2015 1,560
2016 4,255
2017 2,266
2018 2,796

$ 12,429
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(c) The Company’s future income tax assets and liabilities are as follows:

Year ended September 30, 2008 2007

non-capital losses carried forward - net future income tax asset $ 4,251 $ 2,885
Valuation allowance (4,251) (2,885)
net future income tax asset $ - $ -
Accounts payable and accrued liabilities $ 345 $ -
property, plant and equipment (1,882) -
net future income tax liability $ (1,537) $ -

the Company has recorded a valuation allowance in respect of its Canadian losses in the amount of $4,251 

at September 30, 2008 (2007 - $2,885) because management believes that the future income tax assets in 

respect of such losses are unlikely to be realized in the carry-forward period. At September 30, 2008, a net 

future tax liability of $1,537 (2007 - $nil) is recorded in respect of other timing differences relating to Bolivian 

income taxes.

on november 23, 2007, the Bolivian Congress approved legislation amending the country’s mining and in-

come tax laws. under Bolivia’s constitution, the tax changes became effective on a prospective basis from 

the date of their enactment, which was December 14, 2007. the tax increases take two forms:

(a) A new tax on income of 7.5% (12.5% for companies not processing minerals beyond the concentrate 

stage), resulting in an effective income tax rate of 32.5%.

(b) A new mining royalty tax, calculated as a percentage of the gross invoice value of metals exported, which 

is payable in addition to income tax. the mining royalty tax rate is a function of the particular metal and 

its market price. For gold, the rate ranges from a minimum of 4%, at a gold price of $400 or less, to a 

maximum of 7%, at a gold price of $700 or more. the new mining royalty tax is deductible in determining 

income taxes.

9. Earnings per share

Year ended September 30, 2008 2007

earnings available to common stockholders and on assumed conversions $ 25,707 $ 26,023

Weighted average shares outstanding - basic 115,233,173 115,233,173
Dilutive stock options 63,630 40,726
Weighted average shares outstanding - diluted 115,296,803 115,273,899

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

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

adjustment is made for the dilutive effect of outstanding stock options and other convertible instruments.

10. Property and financial risk factors

(a) Property risk

the Don Mario Mine is the only property that is currently material to the Company. unless and until the Compa-

ny acquires or develops additional material properties, the Company will be solely dependent upon the Don Ma-

rio Mine. If no additional mineral properties are acquired by orvana, any adverse development affecting the Don 

Mario Mine would have a material adverse effect on orvana’s financial condition and results of operations.

(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 price risk) and other risks.
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Risk management is carried out by the Company’s management team with guidance from the Audit Commit-

tee under policies approved 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 se-

curing payment to the Company prior to the release of each shipment to the customer. Value-added taxes 

receivable are collectable from the Bolivian government and are in good standing as of September 30, 2008. 

Management believes that the credit risk with respect to financial instruments attributable to gold sales and 

value-added taxes receivable is minimal.

In addition, the majority of the Company’s cash and cash equivalents are on deposit with four highly-rated 

banks in Sweden and Canada. A lesser amount is held in local banks in Bolivia (note 11).

Liquidity risk

the Company has sufficient funds (September 30, 2008 - $91,041 and September 30, 2007 - $55,667) to 

settle current and long-term liabilities. All of the Company’s accounts payable and accrued liabilities have 

contractual maturities of less than 30 days and are subject to normal trade terms. the Company’s subsidiary’s 

long-term debt is based on contractual terms between the subsidiary and an unrelated third party.

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 prices.

(i)		Interest	Rate	Risk	•	Orvana	has	significant	cash	balances	and	long-term	debt,	with	the	latter	having	a	

fixed rate of interest of 7.75% (refer to note 4). 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 it makes and is satisfied with the credit ratings of 

its banks.

(ii)		Foreign	Currency	Risk	•	Orvana’s	functional	currency	is	primarily	the	US	dollar.	Gold	sales	and	major	pur-

chases are transacted in uS dollars. the Company maintains uS dollar bank accounts in Canada, Bolivia, 

Cyprus, Sweden and the united States. the Company maintains and funds some operating and adminis-

trative expenses in the local currencies from its uS dollar bank accounts.

(iii)		Price	Risk	•	Gold	price	risk	is	defined	as	the	potential	adverse	impact	on	earnings	and	economic	value	due	

to gold price movements and volatilities. the Company closely monitors gold prices to determine the ap-

propriate course of action to be taken by the Company. orvana does not hedge any of its gold sales.

orvana marks its unsettled transactions to market.

Other risks

In March 2008, the Bolivian government discontinued an exploration incentive initiative introduced in 2004 by 

a previous administration and, at the same time, challenged the legality of this incentive. the 2004 incentive 

provided for a double deduction of exploration expenses in determining taxable income. like most mining com-

panies operating in Bolivia, the Company has taken advantage of this incentive since 2004. the Bolivian tax au-

thorities have accepted the application of the double deduction tax incentive for exploration expenses for each 

of the four taxation years ended September 30, 2007. the Company has sought advice from its tax counsel 

on the significance to it of this current challenge to the legality of the incentive. until the apparent contradic-

tion between the two decrees issued by two different government administrations is clarified, the Company 

intends to file its tax returns claiming the tax incentive up to the date of its discontinuance in March 2008.
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sensitivity analysis

As of September 30, 2008, both the carrying and fair value amounts of the Company’s financial instruments 

are approximately equivalent.

Based on management’s knowledge and experience of the financial markets, orvana believes the following 

movements are “reasonably possible” over a twelve-month period.

(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 $528 for the year ended September 30, 2008.

(ii) the Company does not hold significant balances in foreign currencies to give rise to exposure to foreign 

exchange risk.

(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 $4,265 for the year ended 

September 30, 2008 and a 10% increase in average realized gold prices would have affected net income 

by an increase of approximately $4,265 for such period.

11. segmented information

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

commercial production of mineral properties in Bolivia 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, 2008  
and for the year then ended gold Sales

Cash and cash 
equivalents

Property, plant 
and equipment other assets total assets

Bolivia $ 69,064 $ 757 $ 19,846 $ 9,142 $ 29,745
united States - - 169 - 169
Canada - 37,037 57 359 37,453
Sweden - 53,200 - 66 53,266
Cyprus - 47 - 5 52

$ 69,064 $ 91,041 $ 20,072 $ 9,572 $ 120,685

As at September 30, 2007 and for the year then ended

As at September 30, 2007  
and for the year then ended gold Sales

Cash and cash 
equivalents

Property, plant 
and equipment other assets total assets

Bolivia $ 55,920 $ 3,307 $ 17,470 $ 7,493 $ 28,270
Canada - 14,868 100 412 15,380
Sweden - 37,409 - 11 37,420
Cyprus - 83 - - 83

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

12. 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 obliga-

tions based on management’s estimate of such costs. these estimates are, however, subject to changes 

in laws and regulations.

(b) the mining concessions on which the Company is actively pursuing its exploration and development 

activities are still largely located in eastern Bolivia. As a result, the Company is subject to certain risks, 

including currency fluctuations and possible political or economic instability in Bolivia, which may result 

in the impairment or loss of mineral concessions or other mineral rights. Any changes in laws or regula-

tions, including possible changes to the Bolivian Mining Code, or shifts in political attitudes are beyond the 

control of the Company and may adversely affect its business.
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NOTEs TO CONsOLidATEd FiNANCiAL sTATEMENTs (CONTiNUEd)

13. Comparative information

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

presentation.

14. subsequent event

In october 2008, orvana Resources entered into a second minerals lease and a second exclusive option to 

lease in respect of areas of the “Western Syncline” in the upper peninsula of Michigan.
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