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Management’s Discussion & Analysis (‘(MD&A’)
For the Year Ended December 31, 2008

This MD&A is intended to help the reader understand Belvedere Resources Ltd. (‘BEL’ or ‘the Company’),
our operations and our present business environment.

This MD&A has been prepared as of April 30, 2009 and covers the results of operations for the fourth
guarter and year ended December 31, 2008. It is intended to supplement the audited annual consolidated
Financial Statements and notes thereto which are expressed in Euros and are prepared in accordance
with Canadian Generally Accepted Accounting Principles. The financial statements together with the
following MD&A are intended to provide investors with a reasonable basis for assessing the financial
performance of the Company as well as certain forward-looking statements relating to the potential future
performance. Additional information relating to the Company is available from the Canadian securities
regulators on SEDAR atwww.sedar.coni.

FORWARD LOOKING INFORMATION

Certain statements in this document constitute ‘forward looking statements’ and these statements are
made as of the date hereof. Any forward looking statements are based upon reasonable assumptions, but
no guarantees or assurances can be given that actual results will be consistent with such statements.

Forward looking statements involve known and unknown risks, uncertainties and other factors, which may
cause actual results, performance or achievements to be materially different from any future results,
performance or achievements expressed or implied by such forward looking statements. Such risks,
uncertainties and other factors include, but are not limited to, the following:

Risks inherent in the natural resource exploration, development and production
Lack of operating cash flow and the Company’s dependency on additional capital
Competition in the mineral exploration and mining industries

Governmental regulation and environmental liability

Uncertainty of title of resource properties

Results of legal claims made by or against the Company

Readers should not place undue reliance on any forward looking statements. The technical (nhon-
financial) aspects in this report have been prepared by Dr. Toby Strauss, the Company’s Chief Operating
Officer, who is acting as Qualified Person in compliance with National Instrument 43-101 with respect to
this MD&A.

OUR BUSINESS & OPERATIONS REVIEW

The Company is engaged in the acquisition, exploration, development and operation of mineral properties
in Finland. The company continued production from it's Hitura and Sarkiniemi Nickel mines until
December when the nickel production was put on care and maintenance due to the collapse in the nickel
market. Development work continued on the gold and nickel exploration properties. The portfolio of zinc
properties remained unchanged. An overview of the Company’s operating regions together with key facts
and accomplishments relating to fiscal 2008 can be found in Appendices 1-3 of this MD&A.

During October, the collapse of the nickel price has forced its nickel subsidiary in Finland, Finn Nickel, to
put all mining operations on care and maintenance. The nickel price has collapsed from a peak of
approximately US$50,000 per tonne in August 2007 to a low of around US$9,000 per tonne in October
2008. Weakness in the nickel price continued throughout the fourth quarter of fiscal 2008 into the first
quarter of fiscal 2009 and during the second quarter of 2009 has been trading between US$9,000 and
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US$13,000 per tonne. The marginal cost of production for a ton of nickel worldwide is between
US$16,000 and US$18,000/t and the industry is in severe difficulties. Closure, production cuts and
postponement or cancellation of investments in new projects has removed 25% of capacity from the
market in the last six months, perhaps permanently. Despite this LME nickel stockpiles remain at 10 year
highs due to a continued weakness in the stainless steel market (the main end user of refined nickel).
With a 30% contraction in the market for stainless steel in first quarter of 2009, the situation is forecast to
continue through to into at least the second half of 2009.

Management is focusing on maximising value in the current markets and is investigating various options
to restore revenues until the nickel price recovers to levels which allow nickel production to recommence.
The main focus is on fast-tracking the Kopsa gold deposit into production. A feasibility study is underway,
to determine the feasibility of commencing production of gold through the adjacent Hitura mill during
2010.

The Company'’s corporate goal is to be a profitable European producer and expand its mineral resources
and reserves. Its common shares trade on the TSX Venture Exchange under the symbol ‘BEL’.

Significant operational events during the year include:

e Nickel:

o Completion of the new VT3 production ramp at Hitura, to the 650m level, increasing
production and safety levels

o Commencing underground production at Sarkiniemi West.

o Environmental permitting granted for Sarkiniemi East production

o Second production centre at Luikonlahti refurbishment continued to schedule, and
environmental permit granted

o Updated resources completed for Hautalampi and Valkeisenranta development
properties

0 Hitura and Séarkiniemi mines put on care and maintenance

o Feasibility study underway for commencing production at the Kopsa gold copper deposit
using the Hitura mill

o Drilling commenced on the Hirsikangas property

0 Updated resource estimates being completed for Angesneva and Kopsa properties

SELECTED FINANCIAL INFORMATION

The following selected annual financial information in the table that follows has been derived from the
consolidated financial statements of the Company for the periods indicated and should be read in
conjunction with such statements and notes thereto. Those financial statements have been prepared in
accordance with Canadian generally accepted accounting principles.

The Company incurred a net loss for the year ended December 31, 2008 of €28,336,775 or €0.36 per
share, which compares with a net loss of €4,733,537 or €0.07 per share reported for fiscal 2007. The
principal causes of these quarterly and annual variations are explained after the ‘Financial Highlights’
table following.



Selected Annual Financial Information Year Year Year
All amounts in €000, except shares and per ended ended ended
share figures 31 December 31 December 31 December
2008 2007 2006
Revenue 19,298 14,826 -
Operating Expenses ** 28,274 17,080 18
G&A Expenses ** 2,263 3,223 670
Other (income) and expenses 188 (294) 300
Mineral Property Impairment 22,973 - -
Income tax recovery (6,063) (449) -
Net loss (28,337) (4,734) (987)
Loss Per share (basic and diluted) (0.36) (0.07) (0.03)
Cash Flow used from operating activities (7,214) (461) (490)
Cash Flow used from investing activities (6,318) (1,213) (1,858)
Cash Flow from financing activities 7,047 10,514 4,645
Net increase (decrease) in cash (7,167) 9,237 2,153
Cash at end of period 4,355 11,522 2,285
Total Assets 19,194 47,852 6,023
Total Liabilities 13,281 13,554 123
Working Capital (4,322) 11,799 2,215
Weighted average number of shares 79,162,240 65,784,225 36,323,088
outstanding
Dividends per Share - - -

**: Including stock based compensation

During the fourth quarter:

e Delivered Nickel in concentrate from Sarkiniemi totalled 180 tonnes, 147 tonnes higher than the

prior quarter at 33 tonnes. (Q4 2007: 154 tonnes)

Delivered Nickel in concentrate from Hitura totalled 945 tonnes, 799 tonnes higher than the prior
quarter at 146 tonnes. (Q4 2007: 588 tonnes) This material increase was due to the clearance of
a large stockpile following the change in offtake partner.

Operating expenses increased as a consequence of the full year effect of high levels of operating
development, repairs, ground preparation/ support, increased energy costs and definition drilling
taking place at both operating locations.

The Company made a loss for the quarter ended December 31, 2008 of €13,482,868 or €0.17
per share, which compares with a loss of €10,966,948 or €0.14 per share for the previous quarter
and a profit of €34,180 or €0.01 per share reported for the same period of fiscal 2007.

Compared to the prior year:

Total production was 2,402 tonnes of Nickel in concentrate generating gross revenues of
€19,298,084 (2007: €14,826,215). The majority of this production came from the Hitura mine but
importantly around 15% came from the satellite operation at Sarkiniemi West.

Operating expenses of €28,274,303 (2007: €17,079,740) were a consequence of the full year
effect of mining activities and general high levels of development, repairs and definition drilling
taking place.



e General and administrative expenses decreased to €2,262,364 (2007: €3,223,295) substantially
as a consequence of a lower stock compensation charge which was partially offset by the full
year effect of an increased level of activity within the Company.

e Other Income and Expenses were €187,879 as a consequence of lower interest income on cash
balances during the year and higher interest expenses, particularly as a result of the debt owed to
Jinchuan, and foreign exchange losses associated with the full year effect of trading.

e The tax consequences of the write-down of mineral property carrying values results in a future
income tax recovery of €6,067,238.

e Cash and cash equivalents decreased to €4,355,276 (2007: €11,521,981) primarily as a result of
funding loss making operations and exploration in gold projects.

e Accounts receivable, inventories and prepaid expense balances were lower than the previous
year as a result of the termination in production during the final quarter of the year.

e Capital assets reduced materially to €13,804,644 (2007: €31,896,076) as a consequence of the
impairment charges against Nickel properties.

e Current and long term liabilities fell 2% to €13,280,512 (€13,554,293) however within this balance
the reversal of a €6,067,238 future income tax provision was offset by the €7,164,566 (US$10.05
million) short term liability due to Jinchuan (see Going Concern below).

SUMMARY OF QUARTERLY RESULTS
The quarterly results for the Company for the last eight fiscal quarters are set out in the following table.
Quarterly Results

(all amounts in thousands of Euros except per share figures)

4th 3rd 2nd 1st
Fiscal 2008 Quarter Quarter Quarter Quarter
Revenue 6,815 1,675 5,004 5,804
Comprehensive loss for the period (13,481) (10,967) (1,405) (3,165)
Basic and diluted loss per share (0.17) (0.14) (0.02) (0.03)

4th 3rd 2nd 1st
Fiscal 2007 Quarter Quarter Quarter Quarter
Revenue 7,962 6,847 17 -
Comprehensive loss for the period 34 (3,603) (502) (199)
Basic and diluted loss per share 0.01 (0.07) (0.01) 0

Revenues in the third and fourth quarters of fiscal 2007 reflect the new Nickel production and net losses
continued to fluctuate as a consequence of an increase in corporate activity and exploration drilling until
the end of the second quarter of fiscal 2008. Delays in starting up shipments to a new offtake partner
impacted revenues in the third quarter of 2008 and mineral property impairment charges of €14 and €9
million respectively in the final two quarters of the year contributed to the material increase in
comprehensive losses being reported.

EXPLORATION AND DEVELOPMENT UPDATE
Exploration and development of nickel and gold projects remain the main priority of the Company. A
renewed emphasis on gold due to the collapse of the nickel price has focused on near term production

projects near existing mills, such as Kopsa.

Nickel Exploration




Exploration efforts focussed on near term development projects, with resource development and
exploration drilling completed on the Hitura, Hautalampi, Valkeisenranta and Nickel projects.

Within the Kotalahti Nickel region:

e Resource drilling at Hautalampi resulted in the total resource being increased by 31% and the
confidence being increased, with 70% of the previously indicated resource being converted to the
measured category.

e Mine development at the Sarkiniemi East resource was completed with production stopes ready
for mining

e At Valkeisenranta, a new resource calculation incorporating the results from the 2008 drilling is
underway

At Hitura, exploration drifting and drilling continued throughout 2008 on the Mid and South Hitura
complexes. Several new instances of nickel mineralization were discovered including large mineable
widths in the Middle Hitura complex. Deep exploration drilling was also started at North Hitura.

Gold Exploration

Exploration expenditure was dominated by drilling on the Hirsikangas and Kangaskyla gold projects in the
Bothnian area. Both projects lie within an 80 km radius of the Hitura mill.

At Hirsikangas 15 holes totalling 2639 m were drilled, infilling the main part of the resource to 50 m
sections. Results are not of sufficient density for calculation of a resource, but further drilling is warranted
as all holes intersected the gold mineralised structure.

On the Kiimala property in Bothnia, modelling has begun on the Vesipera and Kiimala gold occurrences.

At Kangaskyld phase one of a large bedrock sampling programme was completed, with 171 holes
totalling 1512 m being completed. Two new target areas were identified for further follow up.

OUTLOOK

In the second six months of 2008, the share prices of mining stocks continued to be very volatile and
were under considerable downward pressure and our market capitalization fell below book value.
Management focus turned to preserving cash balances to the greatest extent possible, by minimizing
operating costs and by curtailing capital expenditures without compromising safety, health or
environmental standards.

Management continue to actively assess and review headcount, cash burn rates and the viability of all
projects in light of the current unstable economic climate.

Significant emphasis will continue to be placed during the coming year on developing our gold business,
which is geographically close to our nickel production centres and priority will only be given to exploration
programmes which will rapidly grow existing resources on projects with large scale potential and early
production possibilities.

LIQUIDITY, CAPITAL RESOURCES AND FINANCIAL POSITION

The Company’s overall liquidity risk has changed significantly from the prior year as a result in the rapid
drop in the price of nickel in the second half of 2008, partially offset by a beneficial change due to the US
Dollar/Euro exchange rate. These changes have sharply reduced operating margins and cash flow.



To date, the Company has relied significantly on private placement financings of its equity securities to
finance its operations. With limited cash resources and insufficient income at this stage to cover
expenses, the liquidity risk is significant. Financings have previously been completed in Canadian dollars
and therefore there is an exchange risk at the corporate level to movements between the Canadian dollar
and Euro on funds being transferred to Finland.

The Company’s operating results and cash flow are affected by changes in the Euro exchange rate
relative to the US Dollar and Canadian Dollar. Exchange rate movements can have a significant impact
on operating results as a significant portion of the Company’s operating costs are incurred in Euros and
most revenues are earned in US Dollars. Until the end of the second quarter of fiscal 2008, the nickel
sold from Hitura and the majority of the Company’s expenses were denominated in Euros therefore
operational cash flows were substantially protected against movements in foreign exchange. There was
however an exchange rate risk to movements between the Euro and US Dollar on the price of nickel sold
from the Sarkiniemi mine. As part of a new offtake agreement, which came into effect on July 1, 2008 the
Company’s exposure to both fluctuations in the price of nickel and exchange rate movements increased
the exposure to market price changes in the price of Nickel as well as the US Dollar: Euro exchange rate.
The impact of the fall in the price of Nickel had a material impact on the performance of the Company in
the fourth quarter of 2008.

Our holding of cash balances is kept under review and surplus funds are held on deposit at rates set by
reference to the prevailing prime rate. Aside from the liabilities owed to Jinchuan as discussed above, the
only source of debt which the Company has currently is a loan from Tekes, Finland for €133,000 which is
repayable within two years. This loan was made to Finn Nickel prior to the acquisition to finance the
development of its projects. Floating charges totalling €200,000 in favour of Nordea Bank, Finland as
security over a €200,000 bank overdraft and a €100,000 pledge over land at the Mantyméki deposit were
also in effect at Finn Nickel at December 31, 2008. The Company has no other fixed, floating rate or
interest-free financial liabilities by way of borrowing.

Cash and short terms deposits (denominated in Euros) were as follows:

Currency At December 31, At December 31,
2008 2007
Canadian Accounts 1,578,527 7,370,022
Euro Accounts 2,771,178 4,095,738
Sterling Accounts 5,571 56,221
Total 4,355,276 11,521,981

At the date of this MD&A, no interest was being received on Euro deposits and interest being received on
Canadian Dollar deposits was 0.5%.

The full year effect of loss making mining operations and corporate activity resulted in cash flow used for
operating activities increasing by €4,978,354 to €5,439,106 (2007: cash used €460,752).

The net proceeds from the issuance of common shares was only €16,118, however, the Company
received an advance of a €5,255,713 (US$7,500,000) against future concentrate deliveries to Jinchuan
Group Limited. The purpose of this loan was to cover the shortfall in revenues due to a one-off delay in
concentrate deliveries associated with the logistics involved in changing offtake partner. Capital spending
on mineral properties and plant and equipment increased €4.5 million to €6.6 million (2006: €2.1 million)
as a consequence of the increased level of mining development and exploration activity which took place
during the year.

At December 31, 2008, the Company had a working capital deficit of €4.3 million and a more detailed
discussion of steps being taken by management to address this deficit position can be found below within
the going concern section of this MD&A. The Company may be dependent upon debt and equity



financing to carry out its exploration and development plans and there can be no assurance that such
financing will be available on terms acceptable to the Company or at all.

As at April 30, 2009 the Company had cash resources of €2.4 million.

Financial Instruments

The fair values of cash and cash equivalents, receivables and accounts payable approximate their
carrying values due to the short-term to maturities of these financial instruments.

The fair value of long-term liabilities was determined using discounted cash flows at prevailing market
rates and the fair value is considered to approximate carrying value. The Company minimizes credit risk
by reviewing the credit risk of the counterparty to the arrangement and has made any necessary
provisions related to credit risk at December 31, 2008.

The Company is exposed to fluctuations in interest rates, foreign currency exchange rates and
commodity prices. The Company has not entered into any derivative contracts.

RELATED PARTY TRANSACTIONS

During the year ended December 31, 2008 the Company paid office rent of € 1,061 to a director of the
Company (2007: management fees €191,875, consultancy €78,000 and rent €11,667 respectively).

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The details of the Company’s accounting policies are presented in accordance with Canadian generally
accepted accounting principles (GAAP) as set out in Note 2 to the Company’s consolidated financial
statements as at and for the period ending December 31, 2008. The preparation of financial statements
in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the year. The
preparation of the Company’s financial statements depends upon estimates of proven and probable
reserves, measured and indicated mineral resources and recoverable Nickel, assumptions of operating
costs and future Nickel prices and possible values assigned to potential resources on exploration
properties. Such estimates and assumptions affect the cost recovery of long-lived assets and the rate at
which depletion and amortization are charged to earnings. In addition, management must estimate costs
associated with mine reclamation and closure costs.

The following estimates are considered by management to be the most critical for investors to understand
some of the processes and reasoning that go into the preparation of the Company’s financial statements,
providing some insight also to uncertainties that could impact the Company'’s financial results.

Going Concern

The accompanying consolidated financial statements have been prepared assuming that the Company
will continue as a going concern which contemplates the realization of assets and discharge of liabilities
in the normal course of operations for the foreseeable future. The Company has incurred significant
recurring operating losses over the past two years, and has not generated positive cash flow from
operations. For year ended December 31, 2008 the Company had a net loss of $28,336,775, including a
mineral properties impairment loss of €22,973,090. At December 31, 2008, the Company held cash of
€4,355,276 and had a net working capital deficit of €4,322,075. Net working capital is defined as current
assets minus current liabilities. At April 30, 2009, the Company held cash of €2,354,113. These
conditions raise doubt about the Company’s ability to continue as a going concern.



General economic conditions deteriorated during 2008 and the Company’s revenue, operating results and
cash flows were significantly impacted by the economic slowdown. Commodity prices also fell
dramatically. The duration and depth of this economic slowdown in markets in which the Company
operates will continue to impact the Company’s future revenue. Management acted to reduce the
Company’s operating costs in the second, third, and fourth quarters of 2008, which included downsizing
the number of staff and executives, renegotiating contracts with significant vendors to reduce costs, and
the cessation of Nickel mining operations.

The Company has been able, thus far, to finance the losses, as well as the growth of the business
through a series of equity and debt private placements. As further described in Note 5 to the consolidated
financial statements, for the period ended September 30, 2008, the Company received an advance of
US$7.5 million against future concentrate deliveries to Jinchuan Group Limited. The purpose of this loan
was to cover the shortfall in revenues due to a one-off delay in concentrate deliveries associated with the
logistics involved in changing offtake partner. This loan was supposed to be repaid in full by May 31,
2009 by offset against deliveries, however due to the drop in Nickel prices and resulting termination of
mining, the Company is unable to meet this repayment obligation. Additionally, under the terms of the
original offtake agreement between the parties, the Company is also unable to repay a pricing adjustment
of US$2.55 million. As a consequence, a letter of intent initiating conversion of this US$10.05 million
liability into equity of the Company was signed with the Jinchuan Group Limited on April 25, 2009. Both
parties have agreed to complete this debt for equity conversion process within 45 days.

Management believes that as a result of these actions, the Company has sufficient resources for the next
twelve months to meet its obligations as they fall due in the ordinary course of business, however, the
directors and management are evaluating a number of alternative ways of financing and bringing new
revenues into the Company. These include various forms of debt financing, possible merger and joint
venture opportunities, equity financing and asset sales. There is no assurance however, that additional
financing can be obtained, or if obtained, on terms that are acceptable to management. The
accompanying consolidated financial statements do not include any adjustments to reflect the possible
future effects on recoverability and classification of assets or liabilities should the Company not be able to
continue as a going concern

Measurement Uncertainty

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 and
disclosures of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.

Actual results could differ from those estimates. Significant accounts that require estimates as the basis
for determining the stated amounts include accounting for doubtful accounts, inventories, mineral
property, plant and equipment, asset retirement obligations, stock-based compensation, allocation of
purchase price of acquisitions and income and mining taxes.

Depreciation and depletion of mineral property, plant and equipment assets are dependent upon
estimates of useful lives and reserves estimates, both of which are determined with the exercise of
judgement. The assessment of any impairment of mineral property, plant and equipment is dependent
upon estimates of fair value that take into account factors such as reserves, economic and market
conditions and the useful lives of assets. Asset retirement obligations are recognized in the period in
which they arise and are stated as the fair value of estimated future costs. These estimate,s require
extensive judgement about the nature, cost and timing of the work to be completed, and may change with
future changes to costs, environmental laws and regulations and remediation practices.



Mineral Property, Plant and Equipment

Property, plant and equipment are recorded at cost less accumulated depreciation and depletion.
Maintenance, repairs and renewals are charged to operations.

Mining properties and mining and process facility assets are amortized on a units-of-production basis
which is measured by the portion of the mine’s economically recoverable and proven ore reserves
recovered during the period.

All direct costs related to the acquisition, exploration and development of mineral properties are
capitalized until the properties to which they relate are placed into production, sold, abandoned or
management has determined there to be an impairment. If economically recoverable ore reserves are
developed, capitalized costs of the related property are reclassified as mining assets and amortized using
the units-of-production method following commencement of production.

The amounts shown for mineral properties do not necessarily represent present or future values. Their
recoverability is dependent upon the discovery of economically recoverable reserves, the ability of the
Company to obtain the necessary financing to complete the development, and future profitable production
or proceeds from the disposition thereof.

Long-lived assets are tested for recoverability whenever events or changes in circumstances indicate that
their carrying amount may not be recoverable. An impairment loss is recognized when their carrying
value exceeds the total undiscounted cash flows expected from their use and eventual disposition. The
amount of the impairment loss is determined as the excess of the carrying value of the asset over its fair
value. Future cash flows are estimated based on expected future production, commodity prices,
operating costs and capital costs.

Impairment and Uncollectability of Financial Assets

An assessment is made at each balance sheet date to determine to determine whether there is objective
evidence that a financial asset or group of financial assets may be impaired. If such evidence exists, the
estimated recoverable amount of the asset is determined and an impairment loss is recognized for the
difference between the recoverable amount and the carrying amount as follows: the carrying amount of
the asset is reduced to its discounted estimated recoverable amount, either directly through the use of an
allowance account and the resulting loss is recognized in the consolidated statement of operations for the
year.

For investments included under financial instruments, if there is an other than temporary decline in the
value of the investment, such reduction is included in the consolidated statement of operations.

Closure Costs

The Company has an obligation to reclaim its properties after the minerals have been mined from the site,
and has estimated the costs necessary to comply with existing reclamation standards. These estimates
are recorded as a liability at their fair values in the periods in which they occur. If the estimate of
reclamation costs proves to be inaccurate, the Company could be required to increase the provision for
site closure and reclamation costs, which would increase the amount of future reclamation expense,
resulting in a reduction in the Company’s earnings and net assets.

Stock Based Compensation

The Company accounts for stock-based compensation using the Black-Scholes fair value option pricing
model. Stock-based compensation is accrued and charged to operations, with a corresponding credit to
contributed surplus, on a straight-line basis over the vesting period. If and when the stock options are
ultimately exercised, the applicable amounts of contributed surplus are transferred to share capital.



Purchase Price Allocations on Business Acquisitions

Purchase price allocations on business acquisitions are determined based on management’s estimates.
Income Taxes

Future income taxes are recorded using the asset and liability method. Under the asset and liability
method, future tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Future tax assets and liabilities are measured using the enacted or substantively
enacted tax rates expected to apply when the asset is realized or the liability settled. The effect on future
tax assets and liabilities of a change in tax rates is recognized in income in the period that substantive
enactment or enactment occurs. To the extent that the Company does not consider it more likely than not
that a future tax asset will be recovered, it provides a valuation allowance against the excess.

Adoption of International Financial Reporting Standards (IFRS)

In February 2008, the Canadian Accounting Standards Board confirmed that publicly accountable
enterprises will be required to adopt IFRS for fiscal years beginning on or after January 1, 2011, with
earlier adoption permitted. Accordingly, the conversion to IFRS will be applicable to the Company’s
reporting no later than in the first quarter of 2011, with restatement of comparative information presented.
The conversion to IFRS will impact the Company’s accounting policies, information technology and data
systems, internal control over financial reporting, and disclosure controls and procedures. The transition
may also impact business activities, such as foreign currency, certain contractual arrangements, debt
covenants and capital requirements. The Company is currently evaluating the future impact of IFRS on its
financial statements and will continue to invest in training and additional resources to ensure a successful
conversion.

OFF BALANCE SHEET TRANSACTIONS/ PROPOSED TRANSACTIONS

The Company has no Off Balance Sheet transactions nor Proposed Transactions.

CHANGES IN ACCOUNTING POLICIES

Effective January 1, 2008, the Company adopted four new accounting standards that were issued by the
Canadian Institute of Chartered Accountants.

Financial instrument disclosures and presentation

CICA Handbook Sections 3862 “Financial Instruments — Disclosures” and Section 3863 “Financial
Instruments — Presentation” replace Section 3861 “Financial Instruments Disclosure and Presentation”.
The new standards carry forward the presentation requirements for financial instruments and enhance the
disclosure requirements by placing increased emphasis on disclosure about the nature and extent of risks
arising from financial instruments and how the entity manages those risks.

Capital disclosures

CICA Handbook Section 1535 requires the Company to disclose () its objectives, policies and processes
for managing capital; (b) quantitative data about what the entity regards as capital; (c) whether the entity
has complied with any capital requirements; and (d) if it has not complied, the consequences of any such
non-compliance.
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Inventories

CICA Handbook Section 3031 replaced the existing inventories standard. The new standard requires
inventory to be valued on a first-in, first-out or weighted average basis, which is consistent with the
Company’s previous treatment. The adoption of CICA 3031 did not have a significant impact on the
Company’s accounting for inventory or associated disclosures as at January 1, 2008 or for the year
ended December 31, 2008.

RISK FACTORS

An investment in Belvedere should be considered highly speculative due to its present stage of
development, the nature of its operations and certain other factors. An investment in Belvedere’'s
securities should only be made by persons who can afford the total loss of their investment. The risk
factors which should be taken into account in assessing Belvedere’s activities and an investment in
securities of Belvedere include, but are not limited to, those set out below. Should any one or more of
these risks occur, it could have a material adverse effect on the value of securities of Belvedere and the
business, prospects, assets, financial position or operating results of Belvedere, any one of which may
have a significant adverse effect on the price or value of any securities of Belvedere.

The risks noted below do not necessarily comprise all those faced by Belvedere and are not intended to
be presented in any assumed order of likelihood or magnitude of consequences.

Dependence on Strategic Property

Belvedere’s main source of revenue is currently from the Hitura mine. Any adverse changes or
developments affecting this property would have a material and adverse effect on Belvedere’s business,
financial condition, results of operations and prospects.

Success of Current and Future Exploration Cannot be Assured

The exploration and development of mineral deposits involves significant financial risks over a prolonged
period of time, which even a combination of careful evaluation, experience and knowledge cannot
eliminate. While discovery of a mineral structure may result in substantial rewards, few properties which
are explored are ultimately developed into producing mines. Major expenditure may be required to
establish mineral reserves by drilling and to construct mining and processing facilities at a site. It is
impossible to ensure that exploration will always result in the discovery of an economically viable mineral
deposit or in a profitable commercial mining operation.

Liquidity and Investment Risk

The share prices of publicly quoted companies can be volatile. The price of shares is dependent upon a
number of factors some of which are general or market or sector specific and others that are specific to
the Company.

Although the ordinary shares are traded on TSX-V, this should not be taken as implying that there will be
a liquid market for them. An investment in the common shares may be difficult to realize. Accordingly,
each prospective investor should view his purchase of the Common Shares as a long-term investment
and should not consider such purchase unless he is certain he will not have to liquidate his investment for
an indefinite period of time.

The value of the common shares may go down as well as up. Investors may therefore realise less than
their original investment and, although the Company had a letter of intent with Jinchuan regarding the
conversion of the debt into equity, investors may sustain a total loss of their investment.
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The Company’s overall liquidity risk has also changed significantly from the prior year as a result in the
rapid drop in the price of nickel in the second half of 2008, partially offset by a beneficial change due to
the US Dollar/Euro exchange rate. These changes have sharply reduced operating margins and cash
flow. Liquidity risk is also impacted by credit risk should a counterparty default on its payments to the
Company.

Nickel Price Volatility

Belvedere's revenues are expected to be derived primarily from the extraction and sale of nickel
concentrate. The price of nickel has fluctuated widely, particularly in recent years, and is affected by
numerous factors beyond Belvedere’s control including international, economic and political trends,
expectations of inflation, currency exchange fluctuations, interest rates, global or regional consumption
patterns, speculative activities and increased production due to new extraction developments and
improved extraction and production methods. The effect of these factors on the price of nickel cannot be
accurately predicted. Any material decrease in the prevailing price of nickel for any significant period of
time would have an adverse and material impact on the economic evaluations contained in this MD&A
and on Belvedere’s results of operations and financial condition.

Exploration, Mining and Processing Licences

The Company’s proposed exploration, mining and processing activities are dependent upon the grant of
appropriate licences, concessions, leases, permits and regulatory consents or made subject to limitations.
There is no guarantee that, upon completion of any exploration activity a mining licence or lease will be
granted with respect to exploration territory. There can be no assurance that any exploration licence will
be renewed or if so, on what terms.

These licences place a range of past, current and future obligations on the Company. In some cases
there could be adverse consequences for breach of these obligations, ranging from penalties to, in
extreme cases, suspension or termination of the relevant licence or related contract.

Environment

Environmental legislation affects nearly all aspects of the Company’s operations. Compliance with
environmental legislation can require significant expenditures and failure to comply with environmental
legislation may result in the imposition of fines and penalties, clean up costs arising out of contaminated
properties, damages and the loss of important permits. Exposure to these liabilities arises not only from
existing operations, but from operations that have been closed or sold to third parties. The Company’s
historical operations have generated chemical and metals depositions in the form of tailing ponds, rock
waste dumps, and heap leach pads. There can be no assurances that the Company will at all times be in
compliance with all environmental regulations or that steps to achieve compliance would not materially
adversely affect the Company. Environmental laws and regulations are evolving in Finland where the
Company has activities. The Company is not able to determine the specific impact that future changes in
environmental laws and regulations may have on the Company’s operations and activities, and its
resulting financial position; however, the Company anticipates that capital expenditures and operating
expenses will increase in the future as a result of the implementation of new and increasingly stringent
environment regulation.  Further changes in environmental laws, new information on existing
environmental conditions or other events, including legal proceedings based upon such conditions or an
inability to obtain necessary permits could require increased financial reserves or compliance
expenditures or otherwise have a material adverse effect on the Company. Changes in environmental
legislation could also have a material adverse effect on product demand, product quality and methods of
production and distribution.
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OTHER MATTERS

Outstanding Share Data

As at the date of this MD&A the following securities are outstanding:

Common Shares 79,183,336
Warrants 3,741,422
Options 3,270,000

Further Information

Additional information relating to the Company is on SEDAR at www.sedar.com and the Company’s web

13


http://www.sedar.com
http://www.belvedere-resources.com
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APPENDIX 2- SCHEDULE OF KEY FACTS RELATING TO 2008

Region

Operation/

Key Facts

Activitz —
I NICKEL

Hitura Nickel e 2,200t pa Nickel production centre
Operations e Operating since 1970, the mine is a 620,000t/a
underground operation and is the largest nickel producing
mine in Finland to date.
e New ‘VT3' production ramp completed May 2008- will
become main production ramp for NE/East ores.
e Care and Maintenance since December 2008
Nickel e Initiated a €3.5m exploration programme in the middle and
Exploration south intrusions and completed an airborne survey
e 156%increase in total ore reserves to 2,350,000 tonnes
Kotalahti Sarkiniemi e Sarkiniemi West mined out from underground in November
Nickel 2008
Operations e Underground development in place for Sarkiniemi East
deposit (inferred resource of 60,000t at 0.86%N:i)
e Séarkiniemi on Care and Maintenance since December 2008
Luikonlahti e Will form the nucleus of the Kotalahti Production Centre.
Mill e First production forecast from Hautalampi
Nickel e Drilling completed at Valkeisenranta
Exploration ¢ Valkeisenranta interpretation and ore resource estimate
ongoing
e Drilling completed at Hautalampi
o Updated Hautalampi Resource Estimate
Hautalampi Feasibility Study ongoing
Pori Nickel e No work done during 2008
Exploration

I GOLD ]

Bothnia Hirsikangas e Drilled 2,639 metres over 15 holes
Exploration e Interpretation ongoing
Bothnia Angesneva e NI 43-101 compliant resource estimate ongoing
Exploration | (Kiimala

Property)
Kuusamo Haarakumpu e No work done during 2008
Rantasalmi e No work done during 2008

e Interpretation and resource estimate ongoing

Lapland e No work done during 2008
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APPENDIX 3- 2008 PRODUCTION SUMMARY

Hitura Production Centre Q4, 2008

Mill Feed Tonnes (t) % Ni
Hitura Mine 98,477 0.62
Sarkiniemi Mine 16,532 0.67
Total 115,009 0.63
Concentrate Produced Hitura Mill
Dry Tonnes Ni (1) Co (1)
Hitura 4,480 384 18
Sarkiniemi 853 69 3
Total 5,333 453 21
Hitura Production Centre Total, 2008
Mill Feed Tonnes (t) % Ni
Hitura Mine 526,967 0.59
Sarkiniemi Mine 72,266 0.90
Total 599,233 0.63
Concentrate Produced Hitura Mill
Dry Tonnes Ni (t) Co (1)
Hitura 25,193 1,990 87
Sarkiniemi 5,247 410 18
Total 30,440 2,400 105
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APPENDIX 4- RESERVES AND RESOURCES

Nickel Reserves

Prospect Category Tonnes Ni% Cu%
Hitura Proven Reserves 365,000 0.61 0.23
Hitura Probable Reserves 1,985,000 0.62 0.22
Hitura Total Ore Reserves 2,350,000 0.62 0.22

Nickel Resources

Hitura Production Centre:
Prospect Category Tonnes Ni% Cu% Co%
Measured &
Hitura Indicated 1,372,000 0.64 0.22
Hitura Inferred 430,000 0.70 0.29
Kotalahti Production Centre:
Prospect Category Tonnes Ni% Cu% Co%
Sarkiniemi East Inferred 60,000 0.86 0.69 0.07
Valkeisenranta Indicated 1,540,000 0.71 0.29 0.03
Sarkalahti Inferred 190,000 1.02 0.33
Niinimaki Indicated 60,000 1.13 0.33 0.04
Niinimaki Inferred 20,000 0.89 0.3 0.03
Vehmasjarvi Historical 36,546 0.94 0.69 0.061
Hanhisalo Historical 140,000 0.61 0.2
Heiskalanmaki Historical 140,000 0.61 0.2
Riihilahti Indicated 135,000 0.16 1.69 0.04
Hautalampi Measured *1,030,000 0.47 0.47 0.13
Indicated 1,226,000 0.42 0.30 0.12
Inferred 895,000 0.4 0.3 0.1
Kokka A Historical 1,900,000 0.35
Kokka B Historical 570,000 0.49
Pori (Vammala) Production Centre
Prospect Category Tonnes Ni% Cu% Co%
Méantymaki Indicated 140,000 0.66 0.19
Inferred 120,000 0.75 0.21
Hyvela Indicated 110,000 0.83 0.35 0.04
Inferred 120,000 0.7 0.34 0.04
Sahakoski Inferred 1,600,000 0.65 0.19 0.03
Notes:

1. The Hitura Resources and Reserves are valid as of December 31% 2007. Since the mine
has been on Care and Maintenance from December 2008, all reserves have been
recalculated back to resources. An internal resource estimate valid from December 2008
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has been completed, but has not been verified by an independent Qualified Person, and
hence is not compliant with NI 43-101, and consequently is not reported here.

2. Where a property has Measured and Indicated or Indicated and Inferred resources,
Measured and Indicated Resources are separate from Inferred Resources.

3. Where a property has Reserves this figure is in addition to and is not included in the
Measured, Indicated or Inferred Resource categories

Gold Resources

Prospect Category Tonnes Aug/t Cu% Co% Troy Ounces
Osikonméki East Inferred 1,900,000 2.1 128,300
Osikonmaki West Historical 90,000 4.86 14,000
Pirila Historical 150,000 8.9 43,000
Kopsa® Historical 25,000,000 0.57 0.15 458,000
Kopsa® Historical 1,100,000 1.9 67,000
Angeslampi (Kiimala) Historical 270,000 3.1 26,900
Vesipera (Kiimala) Historical 300,000 2.5 24,100
Angesneva (Kiimala) Historical 1,200,000 1.54 59,400
Haarakumpu Historical 900,000 0.46 0.34
Kouvervaara Historical 1,580,000 0.4 0.1 20,300

PROPERTY SPECIFIC TECHNICAL INFORMATION OF ESTIMATES

HITURA

The ore reserve and resource estimate for Hitura is effective from 31st December, 2007, and has been
prepared by Markku Meriléinen of Outotec Oyj, acting as an independent “ Qualified Person” . The ore
resour ce was cal culated using block modelling, made up of 5m x 5m x 5m parent blocks, with sub-blocks of
2.5mx 2.5mx 2.5m constrained by a 0.47% Ni grade envelope. The grades inside the blocks were
calculated using a combination of ordinary Kriging and an inver se distance squared method, depending on
the quality of the variograms associated with the different ore zones. The maximum search distance was
200m for all estimations. The distance between the drilling profiles used for constructing the grade

envel opes, varies from 6 mto 25 m but the most frequent oneis 12.5 m. The minimum of 3 and maximum of
15 composites wer e used to estimate the block grade. An average specific gravity of 2.7 was assigned for
all blocks. Further information regarding the status of Hitura in regards environmental, permitting, and
title issues can be found in the NI 43-101 Technical Report “ Property Portfolio of Suomen Nikkeli Oy
(Finn Nickel Ltd) in southern Finland” dated 1% October, 2006, and filed on SEDAR 24™ October, 2006.
There are no known issues that may materially affect the mineral resources listed above.

VALKEISENRANTA
The ore resource for Valkeisenranta is effective from 27" February, 2007, and has been prepared by
Markku Merildinen of Outokumpu Technology Oyj, acting as an independent “ Qualified Person” . The ore
resour ce was cal culated using block modelling, made up of 5m x 5m x 5m parent blocks, with sub-blocks of
1.25mx 1.25m x 2.5m constrained by lithology and a 0.3% Ni grade envelope. The grades inside the blocks
were calculated using an elliptical inverse distance squared method, with a maximum range of 50 metres.
An average specific gravity of 3.00 was assigned for all blocks.
For these calculations the drill holes are spaced closely enough and the geological framework is known
with a reasonable level of confidence to allow the grade and geological continuity to be considered as
confirmed (central parts of the bodies between drill holes) and the rest of the volumes as assumed. The
following main criteria’s are considered in the resource classification:

e  Sratigraphic control of ore and rock type is well known

e Magmatic lamination - layering observed and measured from ore and rock types

e Geophysical bore hole surveys (Mise-a-la-masse and TEM) support the grade continuity between

the mineralised intersections.
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e All the holes are surveyed by using a Maxibor instrument
Further information regarding the status of Valkeisenranta in regards environmental, permitting, and title
issues can be found in the NI 43-101 Technical Report “ Mineral resource estimate of the Valkeisenranta
nickel deposit, southern Finland” dated 5 April, 2007, and filed on SEDAR 11" April, 2007. There are no
known issues that may materially affect the mineral resources listed above.

HAUTALAMPI

The ore resource estimate is valid from December 15", 2008 and has been prepared by Markku Meril&inen
of Outokumpu Technology Oyj, acting as an independent “ Qualified Person” . The ore resource was
calculated using block modeling made up of 5m x 10m x 5m blocks, with sub-blocks of 2.5m x 5mx 2.5m,
constrained by lithology and a 30 €/t NSR grade envelope. The grades inside the blocks were calculated
using a spherical inverse distance squared method, with a maximum range of 30 metres. An average
specific gravity of 2.85 g/cm’® was assigned for all blocks. The 30 €/t Net Smelter Return grade was
calculated using the following parameters:

Commodity | Recovery Metal Price | Payable
Cu 90% 4.87 €/kg

Ni 88% 17.7 €/kg 67%

Co 90% 36.7 €/kg 30%

The following Finn Nickel mineral resources are effective from 1% October, 2006, and have been prepared
by Markku Merilainen of Outokumpu Technology Oyj, acting as an independent “ Qualified Person” . The
details of data verification and key assumptions, parameters and methods used to estimate the mineral
resources are detailed below. Further information regarding the status of the mineral propertiesin regards
environmental, permitting, and title issues can be found in the NI 43-101 Technical Report “ Property
Portfolio of Suomen Nikkeli Oy (Finn Nickel Ltd.) in Southern Finland” dated 1% October, 2006 and filed
on Sedar 24™ October 2006. There are no known issues that may materially affect the mineral resources
listed above.

SARKINIEMI

The ore resource was cal culated using block modeling made up of 2m x 2m x 2m blocks, with sub-blocks of
Imx 1Imx 1m, constrained by lithology and a 0.3% Ni grade envel ope. The grades inside the blocks were
calculated using a spherical inverse distance squared method, with a maximum range of 30 metres. An
average specific gravity of 3.35 g/cm® was assigned for all blocks.

SARKALAHTI

The ore resource was cal culated using block modeling made up of 4m x 4m x 4m blocks, with sub-blocks of
Imx 1mx 1m, constrained by lithology and a 0.5% Ni grade envelope. The grades inside the blocks were
calculated using a spherical inverse distance squared method, with a maximum range of 50 metres. An
average specific gravity of 3.1 g/cm?® was assigned for all blocks.

NIINIMAKI

The ore resource was cal culated using block modeling made up of 4m x 4m x 4m blocks, with sub-blocks of
2mx 2mx 5m, constrained by lithology and a 0.3% Ni grade envelope. The grades inside the blocks were
calculated using a spherical inverse distance squared method, with a maximum range of 30 metres. An
average specific gravity of 3.1 g/cm?® was assigned for all blocks.

HYVELA

The ore resource was cal culated using block modeling made up of 2m x 2m x 2m blocks, with sub-blocks of
Imx 1mx 1m, constrained by lithology and a 0.5 % Ni grade envelope. The grades inside the blocks were
calculated using a spherical inverse distance squared method, with a maximum range of 20 metres. An
average specific gravity of 3.2 g/lcm® was assigned for all blocks.

MANTYMAKI

The ore resource was cal culated using block modeling made up of 2m x 2m x 2m blocks, with sub-blocks of
Imx Imx 1m, constrained by lithology and a 0.3% Ni grade envelope. The grades inside the blocks were
calculated using a spherical inverse distance squared method, with a maximum range of 30 metres. An
average specific gravity of 3.0 g/cm® was assigned for all blocks.

SAHAKOSKI
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The ore resource was cal culated using block modeling made up of 5m x 5m x 5m blocks, with sub-blocks of
1.25mx 1.25mx 1.25m, constrained by lithology and a 0.3% Ni grade envelope. The grades inside the
blocks were calculated using a spherical inverse distance squared method, with a maximum range of 30
metres. An average specific gravity of 3.2 g/cm® was assigned for all blocks.

RITHILAHTI

The ore resource was calculated using a simple cross-sectional approach and using a 0.5% Cu grade
envelope. The grades of the Indicated mineral resource was determined as the length weighted average of
the drill hole intersections. An average specific gravity of 2.8 g/cm?® was used to define the tonnage.

OSIKONMAKI EAST

The Osikonméki East mineral resource is effective from December, 2005, and has been prepared by Dean
Carville and Mike Struthers of AMC, Australia, acting as independent “ Qualified Persons’. The ore
resour ce was cal culated using block modeling made up of 25m x 25m x 5m blocks with sub-blocks down to
2.5mx 2.5m x 1m. The block models were constrained by a wireframed three-dimensional volume
interpreted from mineralised structures on oblique sections. The grades inside the blocks were cal culated
using ordinary kriging, based on a variogram with a search ellipse dipping 40 to the south and plunging 20
to the east. The search ellipse ranges were 82mX x 38mY x 12mRL. An average specific gravity of 2.73
g/cm3 was assigned for all blocks. Further information regarding the status of the property in regardsto
environmental permitting, and title issues can be found in the NI 43-101 Technical Report “ Rantasal mi
Gold Project, Finland” dated December, 2005, and filed on SEDAR 30" October, 2006. There are no
known issues that may materially affect the mineral resources listed above.

HISTORICAL RESOURCES

The following properties only have Historical Resources associated with them, that were prepared prior to
the implementation of National Instrument 43-101. The sources of the historical estimates are identified
below. The estimates are based upon historical diamond drilling without NI 43-101 compliant QA/QC
procedures. Belvedere does not have, and is not aware of, any more recent resource or reserve estimates
which are compliant with the standards laid out in National Instrument 43-101. Belvedere advises that it
has not done the work necessary to verify the classification of either of the mineral resource estimates and
such estimates have not been verified by a qualified person. The Company is not treating the historical
resour ce estimates supplied in this news release as National Instrument 43-101-defined resources, and the
historical resource estimates should not be relied upon.

Heiskalanméki The historical resource estimate for Heiskalanméki is found in the Geological Survey of
Finland Report “ M06/3144/-96/2/10 (1996)" .

Hanhisalo The historical resource estimate for Hanhisalo is found in the Geological Survey of Finland
Report “ M06/3241/98/1/10 (1998)" .

VEHMASIJARVI The historical resource estimate for Vehmasjarvi is found in the Geological Survey of
Finland Reports “ M19/3242/99/1/10 (1999)” and “ M06/3242/99/1/10 (1999)” .

PIHLAJASALO The historical resource estimate for Pihlajasalo is found in the Geological Survey of
Finland Reports “ M06/3144/87/2/10 (1987)" and “ M06/3144/96/1/10 (1996)" .

KOKKA The resour ce estimates for both the Kokka ore zones (A and B) are found in the Geological Survey
of Finland Report “ M10.4/2006/1 (2006)" . Thisis a compilation report on the sulphide deposits of the
Outokumpu District, and it cites the sources as documents of the Outokumpu Company (Kokka A) and
Malmikaivos Company (Kokka B), relating to work done in the period 1958 to 1985.

KOPSA The historical resource estimate for Kopsa is found in the Outokumpu Oy Report
“080/2344/MAI/82 (1982)" . Further information on the deposit is found in the “ Technical Report on the
Arkala, Kopsankangas and Susineva Properties’ filed on Sedar 6™ September 2002

KOUVERVAARA The historical resource estimate for Kouvervaara is found in the Geological Survey of
Finland, “ Report of Investigation 101 (1991)” . Further information on the deposit is found in the

“ Technical Report on the Kuusamo Properties’ filed on Sedar 17th November 2006

HAARAKUMPU The historical resource estimate for Haarakumpu is found in some Lapin Malmi Oy
reports dated 1985. Further information on the deposit is found in the “ Technical Report on the Kuusamo
Properties’ filed on Sedar 17th November 2006

OS KONMAKI WEST The historical resource estimate for Osikonméki West is found in the Geol ogical
Survey of Finland Report “ M06/3233/92/1/10 (1992)” . Further general information on the deposit is found
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in the NI 43-101 Technical Report “ Rantasalmi Gold Project, Finland” dated December, 2005, and filed
on SEDAR 30" October, 2006.

PIRILA The historical resource estimate for Pirilaisfound in the Geological Survey of Finland Report
“M19/3233/86/1/10 (1986)" .

ANGESLAMPI The historical resource estimate for Angeslampi is found in the Geological Survey of
Finland Reports“ M19/2433/-88/1/10 (1988)" and “ M19/2433/-90/3/10 (1990)" .

VESPERA The historical resource estimate for Vesiperé is found in the Geological Survey of Finland
Report “ M19/2433/-88/1/10 (1988)" .

ANGESNEVA The historical resource estimate for Angesneva is found in the Geological Survey of Finland
Report “ M19/2433/-90/3/10 (1990).
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