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Bolivia, officially the Republic of Bolivia, named after Simón Bolívar,
is a landlocked country in central South America. It is bordered by
Brazil on the north and east, Paraguay and Argentina on the south,
and Chile and Peru on the west. At 424,135 mi² (1,098,580 km²), Bolivia
is the world’s 28th largest country.

La Paz

Bolivia

Don Mario Mine

S a n ta C r u z

Highlights

of

F i s c a l Y e a r 2006

• Produced 80,028 fine troy ounces (“ounces”) of gold in its 3rd full year of operations, an increase of 16% over
the previous year.
• Earned $15.7 million or 14 cents per share.
• Generated cash flow from operations of $22.1 million (before changes in non-cash working capital items).
• Spent $3.1 million on capital projects.
• Completed the year with $26.9 million in cash and cash equivalents.
• Construction of main ramp continued and should be completed during fiscal 2007 and construction of the
mine shaft is now complete.
• November 2006, initial positive results were indicated from a 10 hole 2,300 metre drill program on Las
Tojas; a prospect near and similar to Don Mario.
• In October 2006, completed the Preliminary Feasibility Study on the Upper Mineralized Zone and approved
work on the Full Feasibility Study.
• A new Chief Executive Officer and Chairman were appointed in October and July respectively.
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L e t t e r T o S ha r e ho l d e r s

Company management
and the Board of Directors
are pleased with Orvana’s
operating results and another year of record production from the Don Mario
Mine. For the fiscal year ended September 30,
2006 Orvana produced 80,028 fine troy ounces
(“ounces”) of gold, an increase of 16% over fiscal 2005. Net income increased by 76% to $15.7
million and cash provided by operating activities increased by 31% to $24.6 million, while
cash on hand increased to a total of $26.9
million. The Company is debt-free. Notwithstanding the challenges of underground mining, Orvana continued to be among the lowest
cost gold producers with cash costs of $139.43
per ounce.
A total of 253,930 tonnes of ore were treated
during fiscal 2006 from the Lower Mineralized
Zone of which 203,107 tonnes of ore were
treated from the underground mine. A further
50,823 tonnes were treated from the mini-pit
and stock pile. Ore head grades remained

relatively constant at 10.57
grams per tonne in fiscal
2006, a slight improvement over 10.13 grams per
tonne in fiscal 2005. Gold
recoveries also reached a
record high of 92.8% for the 2006 fiscal year
compared to 90.2% experienced in the prior
fiscal year.
The mine shaft was completed during fiscal
2006. Other mine development work continued
in fiscal 2006, with further deepening of the
main ramp which should be completed during
fiscal 2007.
Orvana completed a Pre-Feasibility Study
on the Don Mario Upper Mineralized Zone
(“UMZ”) which indicates that the mineral reserves would support a mine life of
seven years at a maximum production rate
of 875,000 tonnes per annum. Pre-production
capital costs are estimated to be approximately
$65 million with average annual production estimated to be 10,300 tonnes of copper,
33,800 ounces of gold and 1,000,000 ounces
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The Company is now in a stronger position than ever before to achieve
its long term goal of becoming a low cost , long - life , multi - mine gold
and base metal producer in the

Americas.

Garrett and Robert Mitchell for their contributions to the Company. We are pleased to
welcome Peter Bradshaw and Peter Stein to
the board. The new Board of Directors and
management team are well positioned to
enact a significant growth strategy focused
on precious and base metals mining assets in
South and Central America.
We believe that Orvana now has the right
mix of people, a pipeline of development and
exploration projects and a strategy for growth
that will translate into success in fiscal 2007.
We appreciate the support and feedback
received from our shareholders during the
past year.

of silver. At current metal prices, the UMZ
could produce significant returns for Orvana.
Given the favourable outlook for commodity
prices, Orvana intends to proceed with a Full
Feasibility Study of the UMZ.
Orvana is committed to the social development and well-being of the communities in
which it operates. To this end we continue
to support financially and otherwise local
community endeavours associated with
that objective.
Fiscal 2006 was an important year from a
management and Board of Directors standpoint, with several changes made during
the year. Orvana would like to thank George
Hamilton, Sean Harvey, Don French, Gerardo

Susan McArthur Chairman
December 2006

Carlos Mirabal President and Chief Executive Officer
December 2006
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O u r S t e wa r d s h i p

E nvironment

ally working with them to improve their standard
of living. All projects include the involvement of
the Company, the community, local authorities and
non-government organizations.

Orvana’s priority is to operate in full compliance
with all regulatory requirements and permits, and
supports the goal of environmentally sustainable
economic development. The Company is committed to developing and operating its projects in full
compliance with recognized international and local
standards.
As part of its policy, Orvana is continuously implementing programs to protect and enhance the
natural habitats and sensitive species. This includes
reclamation efforts, reforestation and the establishment of water sources for wildlife.

H ealth

and

S afety

At Orvana, we are committed to performing every
job in a safe and healthy manner. Orvana expects all
employees and contractors to work in accordance
with Company safety and occupational health management policies for the benefit of each one of our
colleagues, families, communities and business.
Through the Orvana Safety and Health System, we
provide the equipment, training and resources necessary to enable employees to work safely. Our goal
is to have every employee go home in good health
and uninjured, after every shift, each and every day.

C ommunity R elations
Orvana is actively involved with the local communities mainly within the areas of education, sanitation,
purchasing of local goods and services, and gener-

forward - looking statement
Certain statements in this annual report constitute forward-looking statements or forward-looking information
within the meaning of applicable securities laws (“forward-looking statements”). Any statements that express or
involve discussions with respect to predictions, expectations, beliefs, plans, projections, objectives, assumptions, potentials, future events or performance (often, but not always, using words or phrases such as “believes”, “expects”
or “does not expect”, “is expected”, “anticipates” or “does not anticipate”, or “intends” or stating that certain actions,
events or results “may”, “could”, “would”, “might” or “will” be taken or achieved) are not statements of historical
fact, but are “forward-looking statements”. Such forward-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 developments 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. Forwardlooking statements relate to, among other things, all aspects of the possible development of the UMZ deposit and of
its potential operation and production, mineral resource and mineral reserve estimates, the realization of mineral
reserve estimates, estimates of future capital expenditures and timing of development and production and estimates
of the outcome and timing of decisions with respect to whether and how to proceed with such development and
production, permitting time lines, statements and information regarding future feasibility studies and their results,
production forecasts, future transactions, the successful completion of reclamation projects, future gold prices, the
ability to achieve additional growth and geographic diversification, future production costs, accounting estimates
and assumptions, future tax benefits, the renewal or renegotiation of agreements, future financial performance,
including the ability to increase cash flow and profits, future financing requirements, mine development plans, and
possible changes in the regulatory, political, social and economic environment in Bolivia. A variety of inherent risks,
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 impact or unanticipated impact of: the need to recalculate estimates of reserves and resources based
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on actual production experience; the failure to achieve production estimates; variations in the grade of ore mined;
variations in the cost of operations; the availability of qualified personnel; risks generally associated with mineral
exploration and development, including the Company’s ability to develop the UMZ deposit if it determines to do so
and to acquire and develop mineral properties; the Company’s ability to obtain additional financing when required on
terms that are acceptable to the Company; challenges to the Company’s interests in its property and mineral rights;
current, pending and proposed legislative or regulatory developments or changes in political, social or economic conditions in Bolivia; general economic conditions worldwide and the risks identified in the Management’s Discussion
and Analysis 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 the Company does not undertake any obligation to
update forward-looking statements should assumptions related to these plans, estimates, projections, beliefs and
opinions change. Readers are cautioned not to put undue reliance on forward-looking statements.
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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 14, 2006 (the “Report Date”)
and describes the operating and financial results of the Company for the fiscal year ended September 30, 2006
(“fiscal 2006” or “2006”). The MD&A should be read in conjunction with Orvana’s audited consolidated financial statements and related notes for fiscal 2006. The Company prepares and files its financial statements and
MD&A in accordance with Canadian generally accepted accounting principles (“GAAP”). In this MD&A, all
dollar amounts (except per unit amounts) are in thousands of United States dollars unless otherwise stated,
and gold production, in fine troy ounces, is referred to as “ounces”.
Throughout this MD&A, the Company has used 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 GAAP do not fully illustrate the ability
of its operating mine to generate cash flow. Non-GAAP measures do not have any standardized meaning
prescribed under GAAP, should not be construed as an alternative to 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 GAAP. Cash costs are determined in accordance with
the former Gold Institute’s Production Cost Standard.
Management accepts responsibility for the reliability and timeliness of the information disclosed and
confirms the existence and effectiveness of the systems of internal control that are in place to provide this
assurance. The Board of Directors assesses the integrity of Orvana’s public financial disclosures through the
oversight of the Audit Committee.
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S trategy

The Company
Orvana is a Canadian gold mining and exploration company based in Toronto, Ontario, involved in the evaluation, development and mining of precious metals deposits in the Americas. The Company’s shares are listed
on the Toronto Stock Exchange. The Company’s principal asset is the Don Mario Mine in eastern Bolivia.
The Don Mario Mine
Through its wholly-owned subsidiary, Empresa Minera Paititi S.A. (“Paititi”), the Company owns and operates the Don Mario gold mine in eastern Bolivia. In the first quarter of fiscal 2006, the Company completed
and issued the “Technical Report on the Mineral Resource and Reserve Estimation for the Don Mario Gold
Mine, Lower Mineralized Zone” dated December 23, 2005 (the “Orvana Technical Report”), which may be
found on the Orvana website www.orvana.com and on www.sedar.com. The Orvana Technical Report, prepared by M.J. Hodgson, with the assistance of NCL Ingenieria y Construccion S.A. (“NCL”) of Santiago, Chile,
provides an updated mineral resource and mineral reserve estimate in respect of the Lower Mineralized
Zone (“LMZ”), which is currently being exploited. The Orvana Technical Report is compliant with the
Canadian Securities Administrators’ National Instrument 43-101 – Standards of Disclosure for Mineral
Projects (“NI 43-101”).
The Orvana Technical Report updates the mineral resource and mineral reserve estimate undertaken by
AMEC (Peru) S.A., a division of AMEC E&C Services Ltd. in July 2003, set out in a report dated July 25, 2003
entitled “Technical Report on the Don Mario Gold Property, Chiquitos Province, Bolivia”, also available on
www.sedar.com.
The Don Mario Mine has now been extensively sampled underground to a depth of 350 metres from surface. A summary of the Don Mario Mine Reserves for the LMZ as at November 1, 2005 (the effective date of the
Orvana Technical Report), at a 3 grams/tonne (“g/t”) cut off grade and a $400/oz gold price is as follows:

Proven
Probable
Total

Tonnes

Au (g/t)

Au (Oz.)

718,948
298,556
1,017,504

12.50
8.33
11.27

288,839
79,995
368,834

Since the effective date of the Orvana Technical Report, the operation has processed 232,887 tonnes of ore
and produced 72,881 ounces of gold to September 30, 2006. Since the commencement of commercial production on July 1, 2003, the operation has processed 768,866 tonnes of ore and produced 205,423 ounces of gold to
September 30, 2006.
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The Don Mario Mine Upper Mineralized Zone
On October 20, 2006, the Company announced the completion of a Pre-Feasibility Study on the Upper Mineralized Zone (“UMZ”) conducted by NCL and issued a Pre-Feasibility Study 43-101 compliant technical report
(the “PFS Technical Report”) which estimates mineral reserves as follows:
Proven Reserves

Ore
Type
Oxides
Transition
Sulphides
Total

Tonnes Au CuT Ag CuS
[kt] [g/t] [%] [g/t] [%]
664 1.43 1.75 56.5 1.19
273 1.49 1.45 57.7 0.64
134 1.25 1.28 38.2 0.16
1,071 1.42 1.62 54.5 0.92

Probable Reserves

Total Reserves

Tonnes Au CuT Ag CuS
[kt] [g/t] [%] [g/t] [%]
1,513 1.51
1,616 1.45
1,247 1.25
4,377 1.42

1.77
1.35
1.27
1.47

45.6
50.3
36.2
44.6

1.22
0.70
0.17
0.73

Tonnes Au CuT Ag CuS
[kt] [g/t] [%] [g/t] [%]
2,177 1.49 1.77 48.9 1.21
1,889 1.46 1.37 51.3 0.69
1,382 1.25 1.27 36.4 0.17
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.

Other Don Mario Concessions
The Don Mario property comprises eleven mineral concessions covering 53,900 hectares that provide opportunities for further exploration.
Other Mineral Properties in Bolivia
The Company holds certain joint venture interests in a number of mineral concessions, located in the Altiplano region of Bolivia which, until March 16, 2006, included a 40% joint venture interest in the Pederson property, which covers approximately 7,800 hectares. On that date, the Company entered into an agreement to
sell its interest in the Pederson property to Castillian Resources Corp. (“Castillian”) subject to certain future
payments and certain exploration spending targets to be met by Castillian within five years. The Company
recorded a gain of $160 which is included in interest and other income in the income statement in respect of
two payments made by Castillian. On September 20, 2006, Castillian declared force majeure claiming that
local community groups which are opposed to any exploration and mining activities in the area including
the Pederson property, have prevented Castillian from conducting exploration activities as part of its obligations under the agreement with the Company. The Company will record future receipts called for under the
agreement if and when they are received.
The Pederson and other exploration properties are carried at a nominal amount in the Company’s consolidated financial statements and related liabilities and expenses are not material.
The Company intends to divest its other non-core Bolivian exploration assets located in the Altiplano
region.
Orvana also holds the mining rights to the Las Palmeras concession, which covers approximately 7,100
hectares located in the Canton of San Ramon, Santa Rosa de la Mina and San Javier, in the Province of Ñuflo
de Chavez. The Puquio Norte open pit gold mine operated within this concession until late 2001, when the
ore body was exhausted and the operation was closed. Very little exploration has been conducted on the
Las Palmeras concession, except within the immediate vicinity of the former Puquio Norte operation and
Orvana has no immediate plans to further explore the concession. Following closure of the mine in 2001, an
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environmental closure plan, as required by law, was presented to the mining and environmental ministries.
Following the approval of that plan, reclamation work on the property was undertaken and concluded. A final
report on the effectiveness of the mine closure activities was prepared by an independent consulting firm
for the Ministry of Mines and the Ministry of Environment and the report was accepted by both ministries
on October 31, 2006.
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 by acquisition of producing mines with characteristics similar to those of the Don
Mario Mine and advanced-stage properties that could potentially be brought into production over the next
two to three years.
Orvana’s near term business strategy is to complete the development of the LMZ of the Don Mario property and sustain gold production and sales from the Don Mario Mine. The Company is also undertaking exploration activities consisting of ground geophysics, trenching and drilling on other targets located in three
of the eleven contiguous concessions collectively referred to as the Don Mario property. These concessions
are Las Tojas, La Aventura and Don Mario Sur and all exploration targets had been identified by previous
geophysical surveys and trenching.
In October 2006, the Company announced the completion of a pre-feasibility study on the UMZ conducted
by NCL. The UMZ mineral reserves would support a seven-year open pit mine life beyond the life of the existing LMZ. The Company is now considering steps to advance the UMZ deposit towards a production decision and has authorized management to proceed with a full feasibility study. The Company plans to assess
its options with respect to developing the project in the most efficient and risk-effective way possible.
Orvana does not currently hedge nor does it intend to hedge its gold production.
Immediately prior to its September 30, 2005 year-end, the Company prepaid its remaining long-term debt.
Since that date and at the Report Date, the Company remained long-term debt-free.

O verall P erformance
Key Performance Factors
The key factors affecting Orvana’s financial performance include gold prices, tax rates, ore reserves, ore grades
and recoveries, 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, 2006 with comparative figures for 2005 are summarized in the table below:

Year ended September 30,

$

Revenues
Net income
Net income per share – basic and diluted

$

10
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2006

2005

44,875
15,682
0.14

$      29,350
8,920
$           0.08

M a nag e m e n t ’ s D i s c u s s i o n

and

A na ly s i s (C o n t i n u e d )

Tonnes treated in fiscal 2006 were 253,930 compared to 233,837 in 2005. Gold production for fiscal 2006 increased 16% to 80,028 ounces compared to 68,759 ounces in fiscal 2005 due to higher recoveries (3%), higher
tonnes processed (9%) and higher grades (4%).
Revenue for 2006 increased 53% to $44,875 on 79,621 ounces sold compared to $29,350 on 68,273 ounces sold
in 2005. Higher average gold prices in 2006 accounted for approximately 68% of the revenue improvement
while higher ounces sold accounted for the remaining 32%. The quantity of gold sales in any period is affected
by the timing of shipments, which is in turn subject to weather conditions, timing of smelting to produce
gold dore and security considerations.
Direct mine operating costs were $9,415 to produce 80,028 ounces in 2006 compared to $6,800 to produce
68,759 ounces in 2005. Direct mine operating costs per ounce produced increased by 19% to $117.65 in fiscal
2006 from $98.90 in 2005. Direct mine operating costs are higher since mining is now almost entirely underground as ore supply from the mini-pit has been exhausted except for a small stockpile of lower grade minipit ore. Also, increases have been experienced in numerous costs including labour, consumables and supplies.
Direct mine operating costs per treated tonne and per ounce produced are noted in the table below:

Year ended September 30,

$

Direct mine operating costs
Direct mine operating cost per treated tonne
Direct mine operating cost per ounce produced

$

2006

2005

9,415
37.08
117.65

$      6,800
29.08
$      98.90

A reconciliation of direct mine operating costs to cost of sales is included in the section entitled “Don
Mario Mine – Production Cost Analysis”.
In 2006, general and administration expenses were $1,720 higher than 2005 and included a number of
unusual and non-recurring expenses:
• Approximately 50% of this amount is a one-time provision to cover the estimated costs of rationalization of the Company’s corporate management functions including payments made under a termination agreement with the previous chief executive officer.
• Legal and tax consulting fees amounting to an additional $230 were incurred in 2006 on two projects
to restructure the corporate entities in the Orvana group, however, one-time and ongoing corporate
income tax savings and improvements in operational efficiencies are expected to be well in excess of
the costs incurred.
• Travel expenses of corporate staff in connection with the PFS Technical Report accounted for an additional $220 of the increase.
• General and administration expenses also included one-time legal and other costs of approximately $30
in connection with the sale of the Pederson property to Castillian.

11
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Stock-based compensation expense amounted to $502 in fiscal 2006 compared to $1,008 in fiscal 2005.
The number of stock options granted in fiscal 2006 declined by 79% from 2005 with the related expense
reduction offset by the expense recorded in 2006 of the vesting in 2006 of options granted in 2005.
Exploration expenditures were $1,001 in 2006 compared to $230 in 2005. Exploration activities in 2006
included continuing exploration of the LMZ, exploration on other mining concessions within the Don
Mario property and completion of all work leading to the PFS Technical Report. 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 investment.
During 2006, management was actively investigating potential investment opportunities and incurred
professional fees and other costs amounting to $510. These costs are described as business development
expenses in the income statement. Most of these costs related to due diligence activities and most were
incurred in the first quarter.
Orvana is committed to the social development and well-being of the communities in which it operates. Community relations expenses amounting to $172 in fiscal 2006 include financial contributions
and contributions of know-how by the Company in support of infrastructure and other program initiatives in seven local communities in the vicinity of the Don Mario Mine. Projects supported by Orvana
include supervision of and financial support for community infrastructure development projects such
as utilities and parks; education and information technology; cultural events; and maintenance of
community roads.
Long-term debt interest was nil in fiscal 2006 compared to $925 in 2005 since the Company prepaid
all remaining long-term debt just prior to the end of fiscal 2005.
Interest and other income include a gain of $160 in respect of the sale to Castillian Resources of the
Company’s interest in certain mining concessions known as the Pederson property. A more complete
description of this transaction is found in the section “Business Overview and Strategy”.
Net income for the year ended September 30, 2006 was $15,682 ($0.14 per share) compared to $8,920
($0.08 per share) for 2005.
Cash Flows
The following table summarizes the principal sources and uses of cash for the year ended September 30,
2006 compared to 2005:

Year ended September 30,

$

Cash provided by operating activities
Repayment of long-term debt
Capital expenditures

12
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24,566
3,072

$     18,810
13,159
     4,296
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Cash provided by operating activities
Cash provided by operating activities increased 31% in 2006 from 2005 with all key gold production/
sales factors explaining virtually all of the increase: higher average gold prices and increased recoveries
and grades. Cash flow from working capital was approximately $2,500 in both years.
Capital expenditures
For 2006, capital expenditures amounted to $3,072 or $1,224 less than 2005. Fiscal 2005 included capital
spending of $1,876 on an expansion of the tailings dam to a size that will accommodate tailings disposal
requirements for the remaining life of the LMZ.
Financial Condition – September 30, 2006 compared to September 30, 2005
The following table provides a comparison of key elements of the Company’s balance sheet at September
30, 2006 and September 30, 2005:

September 30,

$

Cash and cash equivalents
Non-cash working capital (deficit)
Total assets
Shareholders’ equity

2006

2005

26,850
(735)
54,860
45,089

$      5,310
1,789
      35,163
   28,859

Cash increased by $21,540 on strong operating performance in the year ended September 30, 2006. All
long-term debt had been repaid prior to fiscal 2006. Fiscal 2005 included long-term debt repayments
of $13,159.
Non-cash working capital decreased by $2,524 to a deficit of $735 at September 30, 2006 from $1,789
at September 30, 2005. Income taxes payable in the Company’s Bolivian subsidiary increased by $3,487
at September 30, 2006 reflecting higher taxable income in fiscal 2006 and the fact that a tax loss carry
forward reduced income taxes otherwise payable at the end of fiscal 2005.
All long-term debt was repaid prior to the September 30, 2005 year end. At September 30, 2006 and at
the report date, the Company was long-term debt-free.
Shareholders’ equity increased by $16,230 to $45,089 at September 30, 2006. No dividends were paid in
the year ended September 30, 2006.

13
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Outlook
During fiscal 2006, the mill treated 253,930 tonnes of ore in the production of 80,028 ounces of gold.
Barring unforeseen events, management expects the Don Mario Mine will produce between 75,000 and
80,000 ounces in fiscal 2007.

S elected A nnual I nformation
The table below shows selected financial data for the Company’s three most recently completed fiscal years:
September 30,

2006

2005

2004

Revenue
Net income (loss)

$

44,875
15,682

$       29,350
8,920

$        19,121
7,842

Net income per share – basic and diluted

$

0.14

$           0.08

$         0.07

Total assets
Total long-term financial liabilities

$

54,860
-

$      35,163
-

$    35,300
13,159

80,028
79,621

68,759
68,273

48,228
47,431

139.43
563.61

$         117.57
429.89

$      122.59
403.13

10.57
92.8

10.13
90.2

7.44
86.1

Gold production - ounces
Gold sales - ounces
Non-GAAP measures
Per ounce data:
Total cash costs
Average gold price realized

$

Operating statistics
Gold ore grade – g/t
Gold recovery rate - %

Fiscal 2006 compared to Fiscal 2005
The Company’s operating results and financial position continued to strengthen to the end of fiscal 2006
with all of the three main factors contributing to this: gold prices realized were 31% higher on average
over the year compared to fiscal 2005 and both ore grades and recoveries improved in fiscal 2006 over 2005.
Other factors explaining changes in financial position and results of operations in fiscal 2006 as compared to fiscal 2005 are described above in the section, “Overall Performance”.
Fiscal 2005 compared to Fiscal 2004
Construction of the Don Mario Mine commenced in March 2002. Commercial production began July 1,
2003. Fiscal 2004 was the first full year of commercial production of 48,228 ounces. Gold production for
fiscal 2005 was higher due to both higher ore grades and improved recoveries. Gold prices realized also
increased by almost 7% in 2005 over 2004.
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C orporate R esources
Management and Staffing
Following a transition of certain of Orvana’s senior operating and financial management functions performed in the past by Sinchi Wayra S.A. (“Sinchi Wayra”) under a management contract, the Company’s
Chairman, George Hamilton, and its Chief Executive Officer, Sean Harvey, resigned effective May 30, 2006.
On July 5, 2006, Susan McArthur was appointed Chairman of Orvana. Ms. McArthur is Managing
Director of ZSA-X, a financial services recruiting firm with 20 years of international and domestic investment banking experience.
On October 3, 2006, Carlos Mirabal was appointed President and Chief Executive Officer and a director
of the Company. Mr. Mirabal holds a Bachelor in Mining Engineering from Universidad Tomas Frias in
Potosi, Bolivia and a Masters in Metallurgical Engineering from the Colorado School of Mines in Golden,
Colorado. He has over 35 years’ experience in the mining industry. Prior to joining Orvana, Mr. Mirabal
was most recently Vice President of Operations of Sinchi Wayra, (formerly Compania Minera del Sur
S.A. (“Comsur”)). Comsur provided various management, technical and commercial services to a subsidiary of Orvana from January 2002 to September 2005. As Vice President of Operations of Comsur during
that period, Mr. Mirabal was Chief Operating Officer of Orvana and a key member of the management
team responsible for the construction and operation of Orvana’s Don Mario Mine in Bolivia.
In July 2006, Paititi concluded a new one-year labour agreement with the union that represents the
employees at the Don Mario Mine. In Bolivia, labour contracts are restricted by law to one-year agreements. Although the previous contract expired February 28, 2006, negotiations between most Bolivian
mining companies and their unions typically begin in May and are concluded about the end of June. The
new contract compares favourably to other contracts signed by other Bolivian mining companies with
their unions for the same contract term. Labour costs have increased 21% with the new contract as a
result of increases in both labour rates and other benefits. This translates into a cost of approximately
$4.93 per ounce.
Liquidity and Capital Resources
Liquidity and commitments
On October 11, 2002, Paititi signed a seven-year natural gas supply contract for the Don Mario Mine at
a fixed price for gas supply and transportation based on a maximum contracted volume which can be
increased subject to negotiation. Paititi has the right to extend this contract beyond its expiry date on
October 11, 2009 on an annual basis. Paititi incurred $477 in respect of natural gas purchased under this
contract during the last complete fiscal year. At present, Paititi is using about 20% more than the maximum contracted volume on which the price is fixed (see also the section “Risks and Uncertainties” below).
The Company has recorded an asset retirement obligation at a discounted amount of $1,828 at September 30, 2006 to dismantle the facilities and structures of the Don Mario Mine and to complete environmental reclamation of areas affected by mine operations including the tailings dam. The Company
estimates that the total amount of undiscounted 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 annually over the years 2009 to 2014.
During fiscal 2006, the net increase in cash and cash equivalents, after capital expenditures, was
$21,540. At September 30, 2006, cash and cash equivalents amounted to $26,850. Provided gold prices
remain in the range of $500-600 per ounce and provided no unforeseen events arise, it is expected that
the Company will continue to generate significant cash flow in fiscal 2007.
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Capital resources
At September 30, 2006, the Company had no long-term debt and capital resources at that date are represented by shareholders’ equity, which amounted to $45,089.
The Company does not require additional financing in the immediate term and, thus, has not sought
to arrange financing facilities.
Shareholders’ equity increased by 56% or $16,230 to $45,089 ($0.39 per share) at September 30, 2006
compared to $28,859 ($0.25 per share) at the end of fiscal 2005.

R esults
Results of Operations
Fiscal 2006 compared to Fiscal 2005
The following table and analysis compare operating results for the year ended September 30, 2006 to
those of 2005:

Year ended September 30,

$

Revenues
Costs and expenses of mining operations
Expenses and other income
Net income
Net income per share – basic and diluted

$

2006

2005

44,875
16,809
5,737
15,682
0.14

$      29,350
11,953
      4,323
       8,920
$          0.08

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,

$
$

Revenues
Average gold price realized
Gold sales - ounces
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Revenue for 2006 increased 53% to $44,875 on 79,621 ounces sold compared to $29,350 on 68,273 ounces
sold in 2005. Higher average gold prices in 2006 accounted for approximately 68% of the revenue improvement while higher ounces sold accounted for the remaining 32%. The quantity of gold sales in any
period is affected by the timing of shipments, which is in turn subject to weather conditions, timing of
smelting to produce gold dore and security considerations.
Further information on production operations and costs is presented below.
Don Mario Mine - development
Development work continued in 2006, with further deepening of the main ramp and completion of the
shaft. By the end of fiscal 2006, the main ramp had reached the 50-metre level. Ramp development was
suspended temporarily from February to April, while definition drilling was carried out in order to better establish the limits of the mineralized zone. This delay was not critical for production, because the
main ramp is advanced well beyond current production requirements and it should be completed during
fiscal 2007. Construction of the mine shaft is now complete.
Don Mario Mine – production, gold grades and recoveries
The following table shows the tonnages treated and the head grade in g/t at the Don Mario Mine for the
year ended September 30, 2006 compared to 2005:

Year ended September 30,

2006

2005

Underground mine
tonnes
g/t

203,107
11.73

163,656
11.43

Mini-pit & stockpile
tonnes
g/t

50,823
5.93

70,181
7.10

253,930
10.57
92.8%

233,837
10.13
90.2%

80,028

68,759

Total
tonnes
g/t
Recovery rate
Gold produced - ounces

The Don Mario Mine and Santa Cruz administrative office had a total of 269 employees at September 30,
2006 and, on average over the year, 132 contracted personnel who provide various support services. Levels
of contracted personnel fluctuate from month to month depending on the Don Mario Mine’s requirements.
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Don Mario Mine – production cost analysis
The following table presents the cash operating costs and total production costs at the Don Mario Mine
in producing 80,028 ounces in fiscal 2006 and 68,759 ounces in fiscal 2005:

2006
Costs

Year ended September 30,

Direct mine operating costs
Third-party smelting, refining and
transportation costs
Cash operating costs
Royalties and mining rights
Total cash costs
Depreciation and amortization
Total production costs

$

9,415

208
9,623
1,535
11,158
5,723
$ 16,881

Cost/oz.
$

                          2005
Costs
Cost/oz.

117.65

$    6,800

$   98.90

2.60
120.25
19.18
139.43
71.51
$ 210.94

141
6,941
           1,143
8,084
     3,897
$       11,981

2.04
100.94
          16.63
117.57
      56.58
$    174.15

*A reconciliation of direct mine operating costs to cost of sales is shown below.

Total production costs of $210.94 per ounce for fiscal 2006 increased $36.79 or 21% from $174.15 per
ounce during 2005. Increased labour costs under a recently-signed labour agreement and increased
costs of consumables and other supplies account for a significant portion of the difference. A higher
proportion of total tonnes treated coming from underground mining also contributed to the increase in
unit costs. Higher royalties due to higher gold prices and increased amortization expense accounted for
the remainder of the increase in unit costs.
The difference between direct mine operating costs of $9,415 and cost of sales of $9,525 reported in
the audited consolidated financial statements for 2006 is due to changes in cash costs in gold and ore
inventories. A reconciliation of these non-GAAP costs with the Company’s GAAP-based statement of
income for the years ended September 30, 2006 and 2005 is presented in the table below:

2006

Year ended September 30,

$

Cost of sales (GAAP)
Processing charges included in cost of sales
Changes in cash costs included in gold inventories
and gold in circuit
Direct mine operating costs (non-GAAP measure)

$

2005

9,525
-

$

 6,700
       (50)

(110)
9,415

150
$    6,800

Update on Exploration of the Lower Mineralized Zone (“LMZ”)
A $500 surface drilling campaign of 12 holes commenced during the last quarter of fiscal 2005 and was
completed in the last quarter of 2006. The program had been designed to test the northern and down
dip extension of the LMZ. Management had intended to complete the drilling program by the end of
the second quarter 2006, but due to the deployment of some of the drilling resources to an underground
evaluation drilling program, it continued through the last quarter. As reported previously, by the end
of the third quarter 2006, ten holes had been completed with assays from the last two received in the
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fourth quarter, unfortunately also with disappointing results. During the last quarter of 2006, two
additional drill holes were completed testing the southern area of the dip extension. The drill holes
intersected a narrow structure with an average grade of 1 g/t. In summary, by the end of fiscal 2006,
5,048 meters were drilled out of a planned total of 5,353 metres with a total actual expenditure of $459.
The intersections have been well identified and the grades and widths recorded are disappointing. A
follow-up drill program is planned from underground from the main ramp, once it has been completed
to its lowest planned depth. The underground drill program is forecast to be completed by the end of
the third quarter of fiscal 2007. To continue the Don Mario exploration strategy, management decided
to commence exploration of other Don Mario property concessions, including Las Tojas, Don Mario Sur
and La Aventura.
Update on Evaluation of the Upper Mineralized Zone (“UMZ”)
On October 20, 2006, the Company announced the completion of a pre-feasibility study on the UMZ
conducted by NCL of Santiago, Chile. The PFS Technical Report estimates mineral reserves as follows:

Proven Reserves

Ore
Type
Oxides
Transition
Sulphides
Total

Tonnes Au CuT Ag CuS
[kt] [g/t] [%] [g/t] [%]
664 1.43 1.75 56.5 1.19
273 1.49 1.45 57.7 0.64
134 1.25 1.28 38.2 0.16
1,071 1.42 1.62 54.5 0.92

Probable Reserves

Total Reserves

Tonnes Au CuT Ag CuS
[kt] [g/t] [%] [g/t] [%]
1,513 1.51
1,616 1.45
1,247 1.25
4,377 1.42

1.77
1.35
1.27
1.47

45.6
50.3
36.2
44.6

1.22
0.70
0.17
0.73

Tonnes Au CuT Ag CuS
[kt] [g/t] [%] [g/t] [%]
2,177 1.49 1.77 48.9 1.21
1,889 1.46 1.37 51.3 0.69
1,382 1.25 1.27 36.4 0.17
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.

Highlights of the study are as follows:
• Completion of a mineral reserve estimate for the UMZ deposit, reporting NI 43-101 compliant proven
and probable reserves totaling 5.45 million tonnes at average grades of 1.50% copper, 1.42 g/t gold and
46.6 g/t silver.
• The mineral reserves would support a mine life of seven years at a maximum production rate of
875,000 tonnes per annum (tpa).
• Payable metal production over the life-of-mine for the UMZ deposit would be approximately 72,500
tonnes (160 million pounds) of copper (with approximately 49% of the copper in the form of copper
cathodes, the balance being in the form of copper concentrates), 236,600 ounces of gold and 7,058,800
ounces of silver. Annual payable metal production would average 33,800 ounces of gold, 1,000,000
ounces of silver and 10,300 tonnes (22.7 million pounds) of copper.
• The pre-production capital costs to modify and expand the existing process plant and infrastructure
and to develop the new open pit mine are estimated to be approximately $65.0 million, including
engineering design and related activities and a contingency.
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• Average mine site direct operating costs are estimated to be approximately $19.10 per tonne of ore. Unit
cash costs (mine site direct operating costs plus general and administrative costs, and transportation,
smelting and refining charges) are estimated to average approximately $25.80 per tonne of ore.
Expressed in terms of equivalent metal content, unit cash costs would average approximately $184.00
per ounce of gold equivalent, or $0.49 per pound of copper equivalent. The equivalent metal contents
were calculated by multiplying the life-of-mine payable quantities of copper, gold and silver by their
respective prices ($1.20 per pound for copper, $450.00 per ounce for gold and $7.00 per ounce for silver),
summing the results and then dividing the total by the price of gold or the price of copper, as the case
may be.
• Project economics, using the metal prices set forth above, are summarized as follows:
• A seven-year operating life with an estimated after-tax net present value of $43.1 million at a 10%
discount rate.
• An estimated payback and after-tax internal rate of return of 2.4 years and 30% respectively.
Update on Other Exploration Activities
The Company is also actively exploring other targets within the contiguous concessions referred to
collectively as the Don Mario property with the objective of identifying additional LMZ type ore that
could feed the current gold plant. Progress of the exploration program on each target is as follows:
Las Tojas
• A ground geophysical survey was extended based on favourable initial results which enhanced earlier
geochemical and airborne magnetic surveys. Follow-up trenching confirmed a mineralized structure
and, based on those results, a 10-drill hole program of selected targets with a total of 2,300 metres has
been planned. The drilling program started in September 2006 and is expected to be completed by
the end of the first quarter of fiscal 2007. By the end of the last quarter 2006, 130 metres of the first
drill hole had been completed.
• To the end of November 2006, five drill holes with a total of 1,465 metres were completed. Three
drill holes intersected a mineralized ore body with true widths ranging between 2.5 and 10 metres.
Grades were between 1.3 and 5.8 g/t. The widest intersection (10 metres) was also the one reporting
the highest grade (5.8 g/t). A drill hole is now being started with the objective of exploring the
mineralized structure in depth.
Don Mario Sur
• Based on the evidence of a strong geochemical anomaly confirmed by trench sampling, two
selected drill holes were planned.
• Drilling took place during June 2006 and results were disappointing. Only some narrow mineralized
intersections were found with low gold grades (below 2 g/t of gold).
La Aventura
• A geochemical sampling program consisting of 1,352 samples was completed.
• All samples have been assayed, showing three anomalous values.
• The next stage of exploration work in the area will include trenching and magnetometry
and these are planned to be undertaken during the first half of fiscal 2007.
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Q uarterly R esults

The following two tables include results for the past eight quarters ended September 30, 2006:
Sept. 30,
2006

June 30,
2006

Mar. 31,
2006

Dec. 31,
2005

$

13,219
5,268

$      11,092
3,914

$       12,045
3,801

$       8,519
2,699

$

0.05

$          0.03

$            0.03

$     

$

54,860
-

$     48,106
-

$     42,648
-

$     37,521
-

21,611
21,587

19,333
18,177

     18,814
         21,918

      20,270
     17,939

140.96
612.34

$          154.11
610.22

$      143.59
549.54

$        119.93
474.89

10.57
93.5

9.85
93.4

11.12
91.9

10.80
92.3

Sept. 30,
2005

June 30,
2005

Mar. 31,
2005

Dec. 31,
2004

10,436
4,484

$         5,892
321

$        6,775
2,215

$   

$         0.04

$    

       -

$           0.02

$       0.02

$   

$  

36,659
7,959

$       37,635
11,492

$   36,850
12,759

17,404
     13,820

     17,345
       15,712

       14,047
      14,360   

 127.97
426.34

$          98.32
431.14

   $      130.15
434.96

10.46
89.1

10.30
88.8

8.26
89.0

Quarters ended,

Revenues
Net income
Net income per share - basic and
fully diluted
Total assets
Total long-term financial liabilities
Gold production - ozs.
Gold sales - ozs.
Non-GAAP measures
Per ounce data:
Total cash costs
Average gold price realized

$

Operating statistics:
Gold ore grade - g/t
Gold recovery rate - %

Quarters ended,

Revenues
Net income
Net income per share – basic and
fully diluted
Total assets
Total long-term financial liabilities
Gold production - ozs.
Gold sales – ozs.
Non-GAAP measures
Per ounce data:
Total cash costs
Average gold price realized
Operating statistics:
Gold ore grade - g/t
Gold recovery rate - %

$

35,163
19,963
   24,381

$   

116.36     $
428.04

11.58
93.5
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Comments on the tables of quarterly results
The quantity of gold sales in any period is affected by the timing of shipments, which is in turn subject to
weather conditions, timing of smelting to produce gold dore and security considerations.
In the quarter ended December 31, 2005, gold production amounted to 20,270 ounces while gold sales were
17,939 ounces. Gold dore remaining in inventory at the end of the quarter increased by 2,331 ounces, thus
explaining the lower sales in the quarter compared to the ounces of gold produced during the quarter. This
situation reversed in the quarter ended March 31, 2006, with gold dore inventory declining to 913 ounces at
the end of the quarter and with sales of 21,918 ounces exceeding production in the quarter by 3,104 ounces.
Revenues for the quarter ended September 30, 2005 amounted to $10,436 on 24,381 ounces sold compared
to $5,892 on 13,820 ounces sold for the quarter ended June 30, 2005. On the last day of the June 2005 quarter,
the Company shipped 5,631 ounces with an invoice value of $2,477, however, title did not pass until early July
2005 and this revenue was therefore not reported until the quarter ended September 30, 2005. Costs of $1,059
relating to this shipment that had been included in inventory at the end of the quarter ended June 30, 2005
were charged to cost of sales and depreciation and amortization in the September 2005 quarter.
Revenues and net income were both lower in the quarter ended June 30, 2005 than in the quarter ended
September 30, 2005 due to several factors. As noted above, revenue of $2,477 on a gold shipment on the last
day of the June 30, 2005 quarter was not recognized until the following quarter as title had not passed and
related costs of production and sale of $1,059 relating to this shipment were inventoried at the end of June
2005. The result was that reported income before tax for the June 2005 quarter was $1,418 lower than it would
have been had the sale been recorded in June. General and administration expenses were also higher in the
quarter ended June 30, 2005 due primarily to a charge of $878 in the quarter for stock-based compensation
expense and special bonus awards of $400 also accrued in the quarter.

R isks A nd U ncertainties
The Company holds mining properties mainly in Bolivia and as such is exposed to the laws governing the
mining industry in that country. The Bolivian government has historically been supportive of the mining
industry, but particularly in view of the recent change in government in Bolivia and the composition of the
Company’s shareholder base, there could be changes in governmental regulation or governmental action with
respect to such matters as taxation, the repatriation of profits, restrictions on production, export controls,
environmental compliance, and expropriation of property or limitations on foreign ownership, as well as
shifts in the political stability of the country and labour unrest, any of which could adversely affect the
Company and its exploration and production activities in the country.
On May 1, 2006, the Bolivian President announced a sweeping nationalization of the energy sector.
Statements made subsequently regarding the government’s intentions with respect to the mining sector
and other natural resources appear to be contradictory. On one hand, the government has stated that it will
proceed with nationalization of mining. On the other hand, it has indicated that it will not nationalize the
mining industry but that it does intend to increase taxes on mining companies. It is not clear whether the
Bolivian government will nationalize any portion or all of the mining industry. It is expected that taxes will
increase but by how much is not yet known. If the Company’s Don Mario property were to be nationalized, the
Company would cease to have any producing assets. Orvana’s management is monitoring the situation closely.
The Bolivian government has also announced its intention to increase the minimum wage. While this in itself
would not have a financial impact on the Company, this announcement and other measures and statements by
members of the government may fuel labour unrest and increase the expectations of the Company’s labour union
and other mining unions.
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The Company’s supply and transportation of natural gas are fixed up to a maximum contracted volume for a
further 3 years based upon a contract entered into in October 2002. At present, consumption of gas is approximately
20% above the maximum volume on which the price is fixed. Although the Company has a fixed price contract
in place on a substantial portion of its requirements, it is uncertain what if any impact the recently announced
nationalization of the energy sector may have on the price charged to the Company. In addition, any political
or civil instability and labour unrest arising from the government’s move to nationalize energy could cause an
interruption in the supply of gas to the Don Mario Mine.
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, production costs and metal prices, 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 U.S. dollars, and the
remainder are 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 significant impact on
the Company’s financial position or results.

O ther I nformation
Critical Accounting Estimates
The preparation of financial statements in accordance with GAAP requires management to make estimates
and assumptions that affect the reported amounts of certain assets and liabilities at the date of the financial
statements and the reported amounts of certain revenue 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 obligations, future
income taxes, stock-based compensation and other accrued liabilities and contingent liabilities.
Mineral reserves
The proven and probable reserves of the LMZ were estimated by the Company on November 1, 2005 to be
1,017,500 tonnes at an average grade of 11.3 g/t gold, containing 368,000 troy ounces of gold, using a 3 g/t
cut-off grade and $400/oz gold price. Based on current planned levels of production (approximately 75,000
ounces per annum) and assuming no further exploration success, the LMZ is expected to be in production
through 2009.
Net realizable values of property, plant and equipment
At September 30, 2006, the net book value of property, plant and equipment amounted to $21,603. Amortization
of these costs is calculated on the units-of-production method over the expected economic life of the mine.
The expected economic life is dependent upon the estimated remaining proven and probable reserves, gold
prices and cash operating costs. Based upon current estimates of reserves, gold prices in excess of $400 per
ounce and total cash costs of approximately $139 per ounce, net realizable values are in excess of net book
value of property, plant and equipment.
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Asset retirement obligations
The Company has estimated the present value of estimated future costs to decommission the Don Mario
Mine, asset retirement costs, to be $1,828 at September 30, 2006. It is estimated that the amount of future
expenditures to dismantle mine installations and to complete reclamation will be $2,800 on an undiscounted
basis and that these costs will be incurred in approximately equal amounts annually over the years 2009 to
2014. Estimates of these closure costs and the expected timing of their incurrence are reviewed periodically.
It is possible that the Company’s estimates of its ultimate asset retirement obligations could change as a
result of changes in regulations, the extent of environmental remediation required, the means of reclamation,
cost estimates or the estimated remaining ore reserves.
Stock-based compensation
The Company recorded stock-based compensation expense of $502 in 2006 based on an estimate of the fair
value on the grant date of stock options issued. This accounting required estimates of interest rates, life of
options, stock price volatility and the application of the Black-Scholes option pricing model.
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 4,383,332 stock
options outstanding at the Report Date with a weighted average exercise price of Cdn. $1.72. Stock options
outstanding have expiry dates ranging from 2007 to 2011.
Other Information
Management, including the Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness
of the design and operation of the Company’s disclosure controls and procedures as of September 30, 2006.
Based on this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that the
Company’s disclosure controls and procedures, as defined in Multilateral Instrument 52-109 - Certification
of Disclosure in Issuer’s Annual and Interim Filings, are effective to ensure that information required to be
disclosed in reports filed or submitted by the Company under Canadian securities legislation is recorded,
processed, summarized and reported within the time periods specified in those rules.
There were no significant changes in the Company’s internal controls or in other factors that could
significantly affect those controls subsequent to the date the Chief Executive Officer completed his evaluation,
nor were there any significant deficiencies or material weaknesses in the Company’s internal controls
requiring corrective actions.
Other operating and financial information, including the Company’s Annual Information Form, is available
in public disclosure documents filed on SEDAR at www.sedar.com and on the Company’s website at
www.orvana.com.
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M a nag e m e n t ’ s R e s p o n s i b i l i t y
F i na n c i a l S tat e m e n t s

for

The accompanying consolidated financial statements and all of the data included in this report have been
prepared by and are the responsibility of the management of the Company. The consolidated financial statements have been prepared in accordance with accounting principles generally accepted in Canada and reflect
management’s best estimates and judgments based on currently available information. The Company has
developed and maintains systems of internal accounting controls in order to assure, on a reasonable and costeffective basis, the reliability of its financial information, and that the assets are safeguarded from loss.
The Board of Directors is responsible for ensuring that management fulfills its responsibility for financial
reporting and internal control. The Board exercises its responsibilities through the Audit Committee of the
Board which meets to satisfy itself that management’s responsibilities are properly discharged and with the
external auditors to review the financial statements before they are presented to the Board of Directors
for approval.
The consolidated financial statements for the years ended September 30, 2006 and September 30, 2005
were audited by PricewaterhouseCoopers LLP Canada. Their reports outline the scope of their examination
and opinion on the consolidated financial statements.

Carlos Mirabal
President and Chief Executive Officer

Malcolm King
Vice President and Chief Financial Officer

Toronto, Canada
November 27, 2006
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To the Shareholders of Orvana Minerals Corp.:
We have audited the consolidated balance sheets of Orvana Minerals Corp. as at September 30, 2006 and 2005
and the related statements of income and deficit and cash flows for each of the years in the two-year period
ended September 30, 2006. These financial statements are the responsibility of the company’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and perform our audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
In our opinion, these consolidated financial statements present fairly, in all respects, the financial position of
the Company as at September 30, 2006 and 2005 and the results of its operations and its cash flows for each of
the years in the two-year period ending September 30, 2006 in accordance with Canadian generally accepted
accounting principles.

Chartered Accountants Toronto, Canada
November 27, 2006
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C o n s o l i dat e d B a l a n c e S h e e t s

06

As at September 30, (In thousands of United States dollars)

05

Assets

Current assets
Cash and cash equivalents
Value-added taxes receivable and prepaid expenses
Gold inventory
Supplies inventory

$ 26,850
3,279
581
2,547
33,257

Property, plant and equipment (3)

$

21,603
$ 54,860

$

$

$

5,310
2,846
703
2,183
11,042
24,121
35,163

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Income taxes payable

Asset retirement obligations (4)
Provision for statutory labour obligations
Future income tax liability (8)

2,986
4,156
7,142

3,274
669
3,943

1,828
567
234
9,771

1,681
373
307
6,304

74,777
1,510
(31,198)
45,089
$ 54,860

74,731
1,008
(46,880)
28,859
$ 35,163

Shareholders’ equity

Share capital (5(b))
Contributed surplus (5(c))
Deficit

Commitments and contingencies (11)
The notes to consolidated financial statements are an integral part of these statements.

Approved by the Board of Directors

Susan McArthur Director

Christopher Mitchell Director
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C o n s o l i dat e d S tat e m e n t s

of

Income

and

Deficit

06

05

$ 44,875

$   29,350

Cost of sales
Royalties, mining rights and other
Depreciation and amortization
Accretion (4)

9,525
1,535
5,602
147
16,809

6,700
1,261
3,897
95
11,953

Income from mining operations

28,066

17,397

3,865
502
1,001
510
172
(471)
158
5,737

2,145
1,008
230
925
(82)
97
4,323

22,329

13,074

6,720
(73)
6,647

1,933
2,221
4,154

15,682

8,920

(46,880)

(55,800)

$ (31,198)

$ (46,880)

$

$

Year ended September 30,
(In thousands of United States dollars except per share amounts)

Revenues

Gold sales
Costs and expenses of mining operations

Expenses and other income

General and administration
Stock-based compensation (6)
Exploration
Business development
Community relations
Interest expense
Interest and other income
Foreign exchange

Income before provision for income taxes

Provision for income taxes (8)
Current income taxes
Future income taxes

Net income
Deficit, beginning of year
Deficit, end of year
Earnings per share

(9)

Basic and diluted
The notes to consolidated financial statements are an integral part of these statements.
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0.14

0.08

C o n s o l i dat e d S tat e m e n t s

of

C a s h F low s

06

Year ended September 30, (In thousands of United States dollars)

05

Operating activities

$

Net income
Depreciation and amortization
Accretion (4)
Stock-based compensation (6)
Future income taxes (recovery) (8)
Provision for statutory labour obligations

15,682
5,602
147
502
(73)
194
22,054

$

8,920
3,897
95
1,008
2,221
154
16,295

Changes in non-cash working capital items

Accounts receivable and prepaid expenses
Gold inventory
Supplies inventory
Accounts payable and accrued liabilities
Income taxes payable

(433)
110
(364)
(288)
3,487
24,566

1,463
(150)
(260)
793
669
18,810

46
46

34
(13,159)
(13,125)

(3,072)

(4,296)

21,540

1,389

5,310

3,921

Financing activities

Proceeds from issue of shares (5(b))
Repayment of long-term debt

Investing activities

Capital expenditures
Change in cash and cash equivalents
Cash and cash equivalents, beginning of YEAR
Cash and cash equivalents, end of YEAR

$ 26,850

$

5,310

$

$

1,466
920

Other information

Income taxes paid
Interest paid
The notes to consolidated financial statements are an integral part of these statements.
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3,173
-

N ot e s

to

C o n s o l i dat e d F i na n c i a l S tat e m e n t s

(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

1. Nature of operations
Orvana Minerals Corp. (the “Company” or “Orvana”) is a Canadian gold mining and exploration company
based in Toronto, Ontario, involved in the evaluation, development and mining of precious metal deposits
in the Americas. The Company’s shares are listed on the Toronto Stock Exchange. The Company’s principal
asset is the Don Mario gold mine and property (note 3(a)) in eastern Bolivia which is held indirectly through
its wholly-owned subsidiary, Empresa Minera Paititi S.A.
2. Summary of significant accounting policies
The following is a summary of significant accounting policies used in the preparation of these consolidated
financial statements:
(a) Basis of consolidation
The consolidated financial statements of Orvana and its subsidiaries, which are expressed in US dollars, are
prepared in accordance with Canadian generally accepted accounting principles (“GAAP”). The consolidated
financial statements include the assets, liabilities, revenues and expenses of the following wholly-owned
subsidiaries:
Operating companies:
Empresa Minera Paititi S.A. (“Paititi”)
Non-operating companies:
Orvana Cyprus Limited
Orvana Sweden International AB
Orvana Pacific Minerals Corp.
Orvana Resources Corp.
Compania Minera Las Palmas S.A.
Imperial Mining S.A.
Compania Minera Cupesi S.A.
Compania Minera Las Tojas S.A.
Minera El Alto S.A.
Minera Orvana Peru S.A.
Minera Orvana Espana S.A.
Clarendon Mining Limited
Minera Orvana Mexico S.A. de C.V.
Orvana Sweden AB
Orvana (U.S.) Corp.
Orvana Atlantic Corp.
(b) Use of estimates
The preparation of financial statements in accordance with Canadian GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the year. Actual results
may differ significantly from these estimates.
Accounts which require management to make material estimates in determining amounts recorded
include accounts receivable, property, plant and equipment, depreciation and amortization, asset retirement
obligations, future income taxes, stock-based compensation and other accrued liabilities and contingent
liabilities.
(c) Revenue recognition
Sales of gold bullion are recognized when title and risk have passed under the terms of the relevant
sales contracts.
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N ot e s

to

C o n s o l i dat e d F i na n c i a l S tat e m e n t s (C o n t i n u e d )

(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

(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. Capitalized costs are
written down to their estimated recoverable amount if there are circumstances indicating that the carrying
amount of any properties is impaired.
(e) Stock-based compensation
The Company accounts for stock options using the fair value method. This policy was effective on October
1, 2003 and applied on a prospective basis. For option awards, fair value is measured at the grant date using
a Black-Scholes valuation model and is recognized as a charge to compensation expense and an increase
in contributed surplus over the vesting period of the options granted. Consideration paid by employees on
exercise of stock options is recorded as share capital.
Grants of stock for services rendered are valued at fair value at the time of the grant, which equals the
closing stock price as of that date.
(f) Income taxes
Income taxes are calculated using the asset and liability method of tax accounting. Under this method, current
income taxes are recognized for the estimated income taxes payable for the current period. Future income
tax assets and liabilities are determined based on differences between the financial reporting and tax bases
of assets and liabilities and on unclaimed losses carried forward and are measured using the substantially
enacted tax rates that are expected to be in effect when the differences are expected to reverse or losses are
expected to be utilized. Future tax assets are recorded to recognize tax benefits only to the extent that, based
on available evidence, it is more likely than not they will be realized.
(g) Earnings per share
Basic earnings per share is computed by dividing net income by the weighted-average number of common
shares outstanding during the year. Diluted earnings per share is computed using the “treasury stock
method”. The treasury stock method assumes that any “in the money” option proceeds are used to purchase
common shares of the Company at the average market price during the year.
(h) Cash and cash equivalents
Cash and cash equivalents include cash on hand, balances with banks and money market investments with
original maturities of three months or less and which are readily convertible into cash.
(i) Inventories
Product inventory which consists of gold bullion and gold in circuit is stated at the lower of production cost
and net realizable value. Cost represents average production cost. Supplies inventory is stated at the lower
of average cost and replacement cost.
(j) Property, plant and equipment
Property, plant and equipment, including mine development expenditures, are carried at cost less accumulated
depreciation and amortization and less any write-downs to recognize impairments. Depreciation and
amortization are charged to income on a unit-of-production basis over estimated mineral reserves.
Properties under development include initial acquisition costs and costs incurred subsequent to completion
of an economic feasibility study.
When impairment conditions are identified, reviews of producing properties and properties under
development are conducted. The carrying values of property, plant and equipment which are not assessed
as economically viable are written down to fair value, which is determined using a discounted cash
flow model.
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N ot e s
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C o n s o l i dat e d F i na n c i a l S tat e m e n t s (C o n t i n u e d )

(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

(k) Asset retirement obligations
The accounting for asset retirement obligations encompasses the accounting for legal obligations associated
with the retirement of a long-lived tangible asset that results from the acquisition, construction, development
and/or normal operation of a long-lived asset. The retirement of a long-lived asset is its other than temporary
removal from service, including its sale, abandonment, recycling or disposal in some other manner.
The fair value of a liability for an asset retirement obligation is recorded in the period in which it is
incurred. When the liability is initially recorded, the cost is capitalized by increasing the cost of the related
long-lived asset. Changes in the liability for an asset retirement obligation resulting from the passage of time
and/or revisions to either the 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. The capitalized cost is amortized on a unit-of-production basis. 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. Changes in estimates are accounted for prospectively from the period in which these
estimates are revised.
(l) Foreign currency translation
The functional currency of the Company is the US dollar. The Company’s foreign operations are classified as
integrated for foreign currency translation purposes. Monetary assets and liabilities denominated in foreign
currencies are translated at the exchange rates in effect at the balance sheet date. Non-monetary items are
translated at historical rates. Revenues and expenses are translated at the average exchange rate during the
year with the exception of depreciation and amortization which is translated at the historical rate recorded
for property, plant and equipment. Exchange gains and losses arising on the translation of monetary assets
and liabilities are included in the determination of income for the current period.
3. Property, plant and equipment

September 30,

Plant and equipment
Mineral properties and deferred development costs(3(a)(b))
Less: accumulated depreciation and amortization

2006

2005

$ 28,935
7,601
(14,933)
$ 21,603

$      25,863
7,601
(9,343)
$      24,121

(a) Description of the Don Mario Mine and property
The Company has a 100% working interest in the Don Mario property comprising eleven mineral concessions
located in eastern Bolivia. Annual payments aggregating $155 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 11).
The Don Mario Mine commenced commercial production on July 1, 2003. Certain of the mineral concessions
are subject to a 3% net smelter royalty payable to a third party.
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(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

(b) Pederson and other exploration properties in Bolivia
The Company holds certain joint venture interests in a number of mineral concessions, located in the
Altiplano region of Bolivia which, until March 16, 2006, included a 40% joint venture interest in the Pederson
property, which covers approximately 7,800 hectares. On that date, the Company entered into an agreement
to sell its interest in the Pederson property to Castillian Resources Corp. (“Castillian”) subject to certain
future payments and certain exploration spending targets to be met by Castillian within five years. The
Company has recorded a gain of $160 which is included in interest and other income in the income statement
in respect of two payments made by Castillian. On September 20, 2006, Castillian declared force majeure
claiming that local community groups which are opposed to any exploration and mining activities in the
area including the Pederson property, have prevented Castillian from conducting exploration activities as
part of its obligations under the agreement with the Company. The Company will record future receipts
called for under the agreement if and when they are received.
The Pederson and other exploration properties are carried at a nominal amount in the Company’s
consolidated financial statements and related liabilities and expenses are not material.
4. Asset retirement obligations
The following table summarizes the changes in asset retirement obligations during the fiscal years presented:

Year ended September 30,

$

Balance, October 1
Liabilities incurred
Revisions in estimated cash flows
Accretion expense
Balance, September 30

$

2006

2005

1,681
147
1,828

$        544
599
443
         95
$       1,681

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, 2006, 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 2009 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.
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C o n s o l i dat e d F i na n c i a l S tat e m e n t s (C o n t i n u e d )

(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

5. Share capital
(a) Authorized - unlimited number of common shares
(b) Common shares issued

Balance, September 30, 2004
Exercise of stock options
Private placement - Fabulosa Mines Limited(5(e))
Balance, September 30, 2005
Exercise of stock options
Private placement - Fabulosa Mines Limited (5(e))
Balance, September 30, 2006

Number of
common shares

Stated
value

114,172,507
180,333
180,333
114,533,173
350,000
350,000
115,233,173

$  74,697
34
      74,731
46
$   74,777

(c) Contributed surplus
A summary of the transactions in the contributed surplus account in fiscal 2006 and fiscal 2005 is as follows:

Balance, September 30, 2004
Grant of stock options (5(d),6)
Balance, September 30, 2005
Grant of stock options (5(d),6)
Vesting of previously issued stock options (5(d))
Balance, September 30, 2006

Number of  
common shares

Stated
value

                         3,375,000
   3,375,000           
725,000
4,100,000

  $             -  
      1,008
      1,008
164
338
$      1,510

(d) Stock options
The stated purpose of the Orvana Stock Option Plan (the “Plan”) established in 2006, is to attract, retain and
compensate qualified persons as directors, senior officers and employees of, and consultants to, the Company
and its subsidiaries and affiliates. The Plan is administered by a committee appointed by the Board of
Directors. Subject to the terms of the Plan the committee may determine, among other things, the number
of stock options to be granted to any person, the exercise price (which may not be less than the market
price, as defined in the Plan, of the Company’s common shares) and the time or times when options will be
exercisable (i.e. any vesting period). The term of stock options granted under the Plan may not exceed ten
years from the date of grant but generally options are granted for five years and vest one-third immediately
and one-third after each of the first and second anniversaries of the date of grant.
As at September 30, 2006, the Company has granted 4,383,332 stock options and was authorized to grant
stock options under the Plan for the purchase of up to 5,275,000 additional common shares. Common shares
in respect of which outstanding options expire unexercised are available for subsequent option grants under
the Plan.
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A summary of the stock option transactions for the years ended September 30, 2006 and 2005 is as follows:

Stock options

Weighted average  
price (Cdn$)

1,568,331
3,375,000
(180,333)
4,762,998
725,000
(350,000)
(88,000)
(666,666)
    4,383,332

         3.16  
0.98
0.22
           1.73
0.92
0.15
8.00
0.91
          1.72 

Balance, September 30, 2004
Granted
Exercised
Balance, September 30, 2005
Granted
Exercised
Expired
Cancelled
Balance, September 30, 2006

As at September 30, 2006, outstanding and exercisable stock options granted were as follows:
BlackScholes
values($)

Number of
non-vested
options

Number of
vested
options

Exercise
price
(Cdn$)

Expiry
date

440,000
20,000
83,333
283,333
116,666

333,334
539,999
50,000
294,999
65,000
1,025,000
880,000
10,000
41,667
141,667
58,334

0.91
6.25
4.10
1.75
1.00
1.03
1.00
1.20
1.05
0.89
0.91

May 31, 2007
June 9, 2007
August 14, 2007
March 31, 2008
December 8, 2008
April 1, 2010
June 30, 2010
September 26, 2010
May 12, 2011
June 23, 2011
July 5, 2011

1,711
943,332
Total vested and non-vested stock options

3,440,000
4,383,332

(note 6)

(1)

338

(note 6)
(note 6)
(note 6)
(note 6)
(note 6)
(note 6)

(2)
(3)
(4)
(5)
(6)
(7)

471
589
16
58
168
71
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Stock options have been expensed as follows:

(1)
(2)
(3)
(4)
(5)
(6)
(7)

Number of
options

Cumulative
expense to
Sept. 30, 2005

Expense
in 2006

Cumulative
expense to
Sept. 30, 2006

Remainder to
be expensed

Total
stock option
compensation

333,334
1,025,000
1,320,000
30,000
125,000
425,000
175,000
3,433,334

$       237
471
294
6
$ 1,008

$       101
225
8
38
98
32
$    502

$       338
471
519
14
38
98
32
$    1,510

$         70
2
20
70
39
$     201

$      338
471
589
16
58
168
71
   $     1,711

(e) Controlling shareholder’s rights
In a private transaction completed during fiscal 2005, the Company’s controlling shareholder, Sinchi Wayra
S.A. (“Sinchi Wayra”, formerly Compania Minera del Sur S.A.), was sold by its parent company. Prior to the
sale, 59,914,695 common shares of the Company, being all of the shares formerly held by Sinchi Wayra, were
transferred by the parent company from Sinch Wayra to Fabulosa Mines Limited (“Fabulosa”). In connection
with the transfer, Sinchi Wayra’s rights and obligations under the Definitive Agreement dated January 11, 2002
pursuant to which it acquired the common shares of the Company, were assigned to Fabulosa, together with
a 6% convertible debenture which was discharged on September 26, 2005. Under the Definitive Agreement,
Fabulosa 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, warrants or
other convertible instruments outstanding on January 11, 2002.
6. Stock-based compensation
The Company’s stock option plan is described in note 5(d). The Company uses the fair value method of
accounting and, during fiscal 2006, recognized stock-based compensation expense of $502 (fiscal 2005 $1,008).
The fair value of each option grant in fiscal 2006 and fiscal 2005 was estimated using the Black-Scholes
option-pricing model with the following weighted-average assumptions:

4%
4 to 5
60%
0%

Risk-free interest rate:
Expected life in years:
Expected volatility:
Expected dividend yield:

For fiscal 2006, the weighted-average grant date fair value of these options was $297 (fiscal 2005 - $1,482) or
Cdn $0.46 (fiscal 2005 - Cdn $0.54) per share and this amount is expensed over the vesting periods.
7. Related party transactions
All transactions with related parties have occurred in the normal course of operations or have occurred
pursuant to the Definitive Agreement dated January 11, 2002 between the Company and Sinchi Wayra and
are measured at the exchange amount, which is the amount of consideration established and agreed to by
the related parties.
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A management services agreement existed between the Company’s wholly-owned subsidiary, Paititi, and
Sinchi Wayra whereby Sinchi Wayra provided managerial, technical and commercial support to Paititi.
Management services fees incurred under the agreement in that portion of the year ended September 30,
2005 during which Sinchi Wayra was the Company’s controlling shareholder totaled $177. Although no longer
a related party, Sinchi Wayra continued to provide managerial and other support services to the Company
until the agreement expired on September 30, 2005.
All transactions between the Company and a law firm which had a partner as a board member until April
2, 2005 occurred in the normal course of operations. For the year ended September 30, 2005, fees amounting
to $70 were paid to the law firm.
General and administration expenses include director fees of $180 (2005 - $99) and consulting fees of $49
(2005 - $83) paid and/or accrued to directors of Orvana. These transactions occurred in the normal course
of operations and are measured at the exchange amount, which is the amount of consideration established
and agreed to by the related parties. Officers and directors of Orvana were also reimbursed for out-of-pocket
expenses incurred on behalf of the Company.
8. Income taxes
(a) The components of the provision for income taxes are as follows:

Year ended September 30,

Current income taxes
Canada
Foreign
Future income taxes
Canada
Foreign
Provision for income taxes

$

$

2006

2005

6,720

  
$               1,933

(73)
6,647

               2,221
$        4,154

(b) The reconciliation of the combined Canadian federal and provincial statutory income tax rate to the
effective income tax rate is as follows:
2006

Year ended September 30,

Income before provision for income taxes
Income tax provision at the combined Canadian
Federal and provincial statutory rates of 33.0% (36.1% in 2005)
Effect of differences in foreign tax rates
Stock-based compensation
Non-deductible expenses
Non-taxable income
Valuation allowance set up against current year tax losses
Special tax deduction on exploration expenditures
Other permanent differences
Provision for income taxes
Effective tax rate
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$

22,329

7,369
(2,039)
166
158
(151)
1,474
(330)
$
6,647
29.8%

2005
$    13,074    
4,722
(1,902)
              364
68
481
(84)
505
$       4,154
31.8%

N ot e s

to

C o n s o l i dat e d F i na n c i a l S tat e m e n t s (C o n t i n u e d )

(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

In Bolivia, mining companies are subject to a minimum tax, referred to as the Complementary Mining Tax
(“ICM”), which is calculated on gross invoice value and paid at the time of each export of minerals. For gold,
at prices of $400 per ounce or less, the ICM rate is 4% of the gold price. At prices above $400 per ounce, the
tax rate is determined by multiplying the per ounce price of gold by 1/100th, with the result expressed as a
percentage, up to a maximum rate of 7% when the price reaches $700 or more per ounce of gold. Corporate
income tax (“IUE”) is calculated on taxable income at a rate of 25%. If IUE exceeds ICM, IUE is payable
and total ICM paid during the year is applied as installments against total IUE. If ICM exceeds IUE, then
the total ICM paid becomes the minimum tax for the year. In this latter case, the amount of ICM paid is
itself deductible in the following year in determining taxable income and IUE and, thus, becomes a timing
difference in the calculation of deferred income taxes.
At September 30, 2006, the Company has available non-capital loss carry-forwards for Canadian tax purposes
at current rates of exchange with expiry as follows:
2008
2009
2010
2014
2015
2016

$        1,054
463
405
535
1,534
4,452
$       8,443

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

2006

2005

2,786
2,786
(2,786)
$
-

$         2,157
2,157
               (2,157)
$                -

Year ended September 30,

$

Non-capital losses carried forward
Other
Net future income tax asset
Valuation allowance
Net future income tax asset

The Company has recorded a valuation allowance in respect of its Canadian losses in the amount of $2,786 at
September 30, 2006 (2005 - $2,157) 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, 2006, a net future tax
liability of $234 (2005 - $307) is recorded in respect of other timing differences relating to Bolivian income taxes.
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N ot e s

to

C o n s o l i dat e d F i na n c i a l S tat e m e n t s (C o n t i n u e d )

(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

9. Earnings per share
2006

Year ended September 30,

Earnings available to common stockholders and
on assumed conversions
Weighted average shares outstanding - basic
Dilutive stock options
Controlling shareholder’s rights on exercise
of stock options (5(e))
Conversion of debenture - Fabulosa
Weighted average shares outstanding - diluted

$

2005

15,682
114,918,214
177,584

$             8,920
114,241,002
449,467
             
132,984
  576,128
-                      93,721
115,228,782
115,360,318

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. Segmented information
(a) Segmented assets
September 30, 2006

Current assets
Long-term assets

September 30, 2005

Current assets
Long-term assets

Canada

Sweden

$    1,624
50
$    1,674

$    22,918
$    22,918

Canada

Sweden

$      493
 42
$    535

$             $           -
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Bolivia
     
$      8,715
21,553
$ 30,268

Consolidated

Bolivia
     
$ 10,549
24,079
$ 34,628

Consolidated

$   33,257
21,603
$     54,860

$
$

11,042
24,121
35,163

N ot e s

to

C o n s o l i dat e d F i na n c i a l S tat e m e n t s (C o n t i n u e d )

(In thousands of United States Dollars unless otherwise noted) September 30, 2006 and 2005

(b) Segmented income
Year ended September 30, 2006

Revenues - gold sales
Interest and other income
General and administration
Depreciation and amortization
Accretion expense
Provision for income taxes
Segmented net income (loss)

Year ended September 30, 2005

Revenues - gold sales
Interest and other income
General and administration
Interest on long-term debt
Depreciation and amortization
Accretion expense
Provision for income taxes
Segmented net income (loss)

Canada

Sweden

$            452
452
3,672
14
$    (4,652)

$             $             -

Canada

Sweden

$          39
39
1,243
6
6
$ (2,254)

$             $              -

Bolivia
     
$      44,875
19
44,894
228
5,588
147
6,647
$      20,334

Consolidated

Bolivia
     
$    29,350
43
29,393
902
919
3,891
95
4,154
$       11,174

Consolidated

$

44,875
471
45,346
3,900
5,602
147
6,647
$      15,682

$

29,350
82
29,432
2,145
925
3,897
95
   4,154
$       8,920

11. Commitments and contingencies
The Company’s mining and exploration activities are subject to various government laws and regulations
relating to the protection of the environment. These environmental regulations are continually changing
and generally becoming more restrictive. The Company records provisions for asset retirement obligations
based on management’s estimate of such costs. These estimates are, however, subject to changes in laws
and regulations.
The mining concessions on which the Company is actively pursuing its exploration and development
activities are all located in eastern Bolivia. As a result, the Company is subject to certain risks, including
currency fluctuations and possible political or economic instability in Bolivia, which may result in the
impairment or loss of mineral concessions or other mineral rights. Any changes in laws or regulations,
including possible changes to the Bolivian Mining Code, or shifts in political attitudes are beyond the control
of the Company and may adversely affect its business.

40

O rva na M i n e r a l s C o r p . 2006 A n n ua l R e p o rt

C O R P O R AT E

AND

S HA R E HO L D E R I N F O R M AT I O N

DIRECTORS AND OFFICERS
Peter Bradshaw (3)
Director
Vancouver, British Columbia

AUDITORS
PricewaterhouseCoopers LLP.
Toronto, Canada
TRANSFER AGENT
Equity Transfer & Trust Company
200 University Avenue, Suite 400
Toronto, Ontario
M5H 4H1
T: (416) 361-0152
info@equitytransfer.com

Ignacio Foncillas Garcia de la Mata
Director
New York, New York
Malcolm King
Director, Vice President and
Chief Financial Officer
King City, Ontario

INVESTOR RELATIONS
Malcolm King
mking@orvana.com

Susan McArthur (3)
Director and Chairman
Toronto, Ontario

CORPORATE OFFICE
Orvana Minerals Corp.
320 Bay Street, Suite 1530
Toronto, Ontario
M5H 4A6
T: (416) 369-1629
F: (416) 369-1402
www.orvana.com

Carlos Mirabal
Director, President and
Chief Executive Officer
Santa Cruz, Bolivia
Christopher Mitchell (1), (3)
Director
Delta, British Columbia

STOCK EXCHANGE LISTING
Toronto Stock Exchange (TSX)
Stock symbol: ORV

Peter Stein
Director
New York, New York
(2), (3)

ANNUAL MEETING
Thursday, February 15th 2007 at 4:00 PM
The Ontario Club
Commerce Court South
30 Wellington Street West, 5th Floor
Toronto, Ontario
M5L 1A1

Chairman, Audit Committee
Chairman, Compensation, Nominating and
Corporate Governance Committee
(3)
Independent Director
(1)

(2)

41

O RVA NA M I N E R A L S C O R P . 2 006 A N N UA L R E P O RT

O RVANA M I N E RA L S C O R P . 320 B AY S T R E ET , S U I TE 1530
T O RON TO , O N TAR IO M5H 4A6 T (416) 369-1629 F (416) 369-1402
W W W . O RVANA . COM

