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Belvedere Resources Ltd.
Consolidated statements of loss and comprehensive income (loss)

three and six month periods ended June 30, 2009 and 2008

(Expressed in Euros, except share amounts)

Three Month Three Month Six Month Six Month
Period Ended Period Ended Period Ended Period Ended
June 30 June 30 June 30 June 30
2009 2008 2009 2008
€ € € €
Mining revenue - 5,003,766 - 10,807,664
Operating expenses
Operating costs 1,042,003 5,979,571 1,967,077 13,966,906
Depletion, depreciation and amortization 787 396,661 1,558 853,426
Stock-based compensation - operations - 8,400 - 21,215
1,042,790 6,384,632 1,968,635 14,841,547
Loss before undernoted items (1,042,790) (1,380,866) (1,968,635) (4,033,883)
Other expense (income)
General and administrative 163,688 480,233 372,991 874,596
Stock-based compensation - administrative - 189,310 73,092 436,426
Interest income 35,268 (87,846) (8,924) (153,384)
Interest expense 142,155 3,521 249,114 6,826
Foreign exchange (gain) loss (345,376) 12,114 (227,313) 47,606
(4,265) 597,332 458,960 1,212,070
Loss before income taxes (1,038,525) (1,978,198) (2,427,595) (5,245,953)
Income tax expense (recovery)
Current income tax expense - - - -
Future income tax recovery - (445,102) - (1,252,692)
- (445,102) - (1,252,692)
Net loss for the period (1,038,525) (1,533,096) (2,427,595) (3,993,261)
Other comprehensive income
Cumulative foreign currency translation
adjustments, net of tax 8,827 127,880 32,416 (577,311)
Comprehensive loss for the period (1,029,698) (1,405,216) (2,395,179) (4,570,572)
Basic and diluted loss per share (0.01) (0.02) (0.03) (0.05)
Basic weighted average number of common shares
outstanding 79,183,336 79,034,610 79,183,336 79,034,610

See accompanying notes to the consolidated financial statements.
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Belvedere Resources Ltd.
Consolidated statements of shareholders' equity
six month periods ended June 30, 2009 and 2008

(Expressed in Euros)

Accumulated

Number other
of Contributed comprehensive
shares Amount surplus Warrants income (loss) Deficit Total
€ € € € € €
Balance, December 31, 2006 43,598,769 20,558,766 501,980 - (262,053) (14,898,847) 5,899,846
Issued for cash under private
placement 13,200,000 10,226,019 - - - - 10,226,019
Issued on acquisition of additional
55% interest in Finn Nickel 8,231,127 7,042,156 - - - - 7,042,156
Issued on acquisition of Hitura Mining Oy 12,292,815 10,517,141 - 1,652,165 - - 12,169,306
Exercise of options 620,000 457,703 (213,130) - - - 244,573
Exercise of warrants 1,190,625 387,350 - - - - 387,350
Stock-based compensation - - 2,597,829 - - - 2,597,829
Comprehensive loss for the period - - - - 463,836 (4,733,537) (4,269,701)
Balance, December 31, 2007 79,133,336 49,189,135 2,886,679 1,652,165 201,783 (19,632,384) 34,297,378
Exercise of options in 2008 50,000 26,863 (10,745) - - - 16,118
Adjustment for exercise of options in 2007 - 9,453 (9,453) - - - -
Stock-based compensation - - 618,066 - - - 618,066
Comprehensive loss for the year - - - (681,243) (28,336,775) (29,018,018)
Balance, December 31, 2008 79,183,336 49,225,451 3,484,547 1,652,165 (479,460) (47,969,159) 5,913,544
Stock-based compensation - - 74,291 - - - 74,291
Comprehensive loss for the period - - - - 32,416 (2,427,595) (2,395,179)
Balance, June 30, 2009 79,183,336 49,225,451 3,558,838 1,652,165 (447,044) (50,396,754) 3,592,656
See accompanying notes to the consolidated financial statements. Page 2



Belvedere Resources Ltd.
Consolidated balance sheets

(Expressed in Euros)

June 30, 2009

December 31, 2008

€ €
Assets
Current assets
Cash 1,799,959 4,355,276
Accounts receivable 338,516 435,037
Inventories (Note 3) 382,472 404,811
Prepaid expenses 120,680 194,288
2,641,627 5,389,412
Mineral property, plant and equipment (Note 4) 14,297,440 13,804,644
16,939,067 19,194,056
Liabilities
Current liabilities
Accounts payable and accrued liabilities 2,629,098 2,546,921
Short-term debt 7,081,827 7,164,566
9,710,925 9,711,487
Asset retirement obligations 3,384,351 3,314,727
Long-term liabilities 251,135 254,298
13,346,411 13,280,512
Shareholders' equity
Share capital (Note 5) 49,225,451 49,225,451
Contributed surplus 3,558,838 3,484,547
Warrants 1,652,165 1,652,165
Accumulated other comprehensive income (loss) (447,044) (479,460)
Deficit (50,396,754) (47,969,159)
3,592,656 5,913,544
16,939,067 19,194,056
Nature of operations (Note 1)
See accompanying notes to the consolidated financial statements. Page 3



Belvedere Resources Ltd.
Consolidated statements of cash flows
three and six month periods ended June 30, 2009 and 2008

(Expressed in Euros)

Three Month Three Month Six Month Six Month
Period Ended Period Ended Period Ended Period Ended
June 30 June 30 June 30 June 30
2009 2008 2009 2008
€ € € €
Operating activities
Net loss for the period (1,038,525) (1,533,096) (2,427,595) (3,993,261)
Items not involving cash
Accretion 34,812 34,811 69,624 69,624
Depletion, depreciation and amortization 787 396,660 1,558 853,426
Future income tax recovery - (445,102) - (1,252,692)
Stock-based compensation - 197,709 74,291 457,641
(1,002,926) (1,349,018) (2,282,122) (3,865,262)
Net changes in non-cash working capital items
Accounts receivable 21,726 381,617 96,520 1,914,874
Inventories 877 (153,651) 22,339 (332,410)
Prepaid expenses 21,937 24,491 73,608 56,890
Accounts payable and accrued liabilities 74,303 (103,741) (562) (519,877)
(884,083) (1,200,302) (2,090,217) (2,745,785)
Financing activities
Repayment of debt (317) - (3,163) -
Common shares issued for cash, net - 16,118 - 16,118
(317 16,118 (3,163) 16,118
Investing activities
Provision for reclamation - 100,000 - 100,000
Mineral property, plant and equipment expenditures (236,196) (3,590,524) (494,353) (4,453,424)
(236,196) (3,490,524) (494,353) (4,353,424)
Effect of exchange rate changes on cash and cash equivalents 8,827 131,253 32,416 (573,942)
Increase (decrease) in cash and cash equivalents (1,111,769) (4,543,455) (2,555,317) (7,657,033)
Cash, beginning of period 2,911,728 8,408,403 4,355,276 11,521,981
Cash and cash equivalents, end of period 1,799,959 3,864,948 1,799,959 3,864,948
Supplementary cash flow information
Interest paid 142,186 3,468 249,114 6,773
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

1. Nature of operations

Belvedere Resources Ltd. (the “Company”) is engaged in the acquisition, exploration,
development and mining of mineral properties located in Finland. On July 17, 2009, Finn
Nickel, Belvedere’s nickel production subsidiary, filed for voluntary bankruptcy. The company
had continued production from its Hitura and Sarkiniemi Nickel mines until December 2008
when the nickel production was put on care and maintenance due to the collapse in the nickel
market. The nickel price 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 and second quarters
of fiscal 2009, trading between US$9,000 and 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, 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 into at least the second half of 2009.

Management looked at various options to restore revenues until the nickel price recovers to
levels which would allow nickel production to recommence. This has included looking at
various production plans to enable Hitura to restart production as well as economic studies for
fast-tracking the Kopsa gold deposit into production, Management has also spent considerable
time examining options for restructuring the $US 7.5m Prepayment debt with Jinchuan. This
was successfully resolved in July, 2009, by the conversion into Preference Shares in Belvedere.
Unfortunately, due to the prevailing low nickel prices, no viable plan for the restart of nickel
production could be implemented, and the worsening financial position and negative equity
forced Finn Nickel (Belvedere’s nickel subsidiary) to file for voluntary bankruptcy, and on July
17, 2009, an administrator was appointed by the Finnish courts to oversee the affairs of Finn
Nickel throughout the bankruptcy proceedings. The administrator has secured additional short
term financing to keep pumps operating at Hitura to maintain the assets in good order,
maximizing saleable value of the assets for the creditors. Given Belvedere’s position as the
largest creditor of Finn Nickel, and the recent dramatic improvement in the Nickel price,
management considers it too early to accurately determine what further impairment write-
downs are necessary at this stage until the likelihood of a partial or full sale of the assets can
be determined. The amount and nature of any future impairment charges, changes
substantially depending on which (if any) assets are disposed of by the administrators. Further
impairment write downs will become necessary, but will be partially offset by the release from
long term liabilities. In addition if the sale of assets realizes a higher value than the other
higher ranking creditors, Belvedere may also realize some repayment of debts owed by Finn
Nickel. Belvedere is keeping in close contact with the administrators and will re-appraise the
situation at regular intervals.

In the meantime, the Company intends to concentrate on exploring and developing its gold
assets, held in another subsidiary within Finland which remains unaffected by the Finn Nickel
bankruptcy.

The Company’s corporate goal remains 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’.

These 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
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

1. Nature of operations (continued)

positive cash flow from operations. For the three and six month periods ended June 30, 2009
the Company had net losses of €1,038,525 and €2,427,595 respectively (2008 €1,533,096 and
3,993,261). At June 30, 2009, the Company held cash of €1,799,959 (2008 €3,864,949) and
had a net working capital deficit of €7,069,297 (2008 net working capital surplus of
€3,022,890). Net working capital is defined as current assets minus current liabilities. These
conditions raise doubt about the Company’s ability to continue as a going concern. Subsequent
events have substantially changed the position of the company and this should be read in
conjunction with Section 5 and 11 of the Financial Statements.

2. Summary of significant accounting policies

These consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles (“Canadian GAAP”). The principal accounting policies
are outlined below:

(a) Basis of consolidation

These consolidated financial statements include the accounts of the Company and all
of its subsidiaries. All significant intercompany transactions and balances have been
eliminated.

(b) 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 items 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
estimates 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.

(©) Foreign currency translation
The Company and its subsidiaries operate in Canada and Finland.

The Company'’s functional currency is the Euro (“€”).
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

2. Summary of significant accounting policies (continued)

©)

(d)

©)

®

@

Foreign currency translation (continued)

The operating results of the Company’s foreign operations are translated using the
temporal method. Under this method, foreign currency monetary assets and liabilities
are translated at the exchange rates prevailing at the balance sheet date; non-
monetary assets denominated in foreign currencies are translated using the rate of
exchange at the transaction date; foreign currency transactions are translated at the
exchange rate prevailing on the transaction date; and foreign exchange gains and
losses are included in net loss.

The measurement currency of the Company is the Canadian dollar while the reporting
currency is the Euro. Therefore the operating results for the Company’s non-
consolidated financial statements are translated using the current rate method. Under
this method, assets and liabilities are translated at the exchange rates prevailing at
the balance sheet date; foreign currency transactions are translated at the exchange
rate prevailing on the transaction date; and foreign exchange gains and losses are
included in other comprehensive income.

Financial instruments

The Company’s financial instruments primarily consist of cash, accounts receivable,
accounts payable and accrued liabilities and short-term debt. The fair value of these
instruments approximates their carrying values, due primarily to their immediate or
short-term maturity. Fair values of other financial instruments have been estimated by
reference to quoted market prices for actual or similar instruments where available
and disclosed accordingly.

Comprehensive income or loss comprises the Company’s net income and other
comprehensive income. Comprehensive income represents changes in shareholders’
equity during a period arising from non-owner sources and, for the Company; other
comprehensive income includes currency translation adjustments for translation from
measurement currency to reporting currency by the parent company.

Financial assets and financial liabilities are recognized on the balance sheet when the
Company has become party to the contractual provisions of the instruments. Financial
instruments are initially measured at fair value, which includes transaction costs.

Cash

Cash consists of cash on hand and deposits in banks.

Financial assets

Financial assets that are classified as held for trading are recognized on the trade date
at market value, which is the date that the Company commits to purchase or sell the
asset. After initial recognition, the assets are carried at fair market value, with the fair
value adjustment accounted for in the statement of operations.

Accounts receivable

Accounts receivable are carried at amortized cost unless a provision has been recorded
for uncollectability of these receivables. A provision for impairment of accounts
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

2. Summary of significant accounting policies (continued)

(9)

(h)

®

()

)

O

Accounts receivable (continued)

receivable is established when there is objective evidence that the Company will not
be able to collect all amounts due according to the original terms of receivables.

Impairment and uncollectability of financial assets

An assessment is made at each balance sheet date 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, 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.

Financial liabilities

After initial recognition, financial liabilities, other than held for trading liabilities, are
subsequently measured at amortized cost using the effective interest rate method.
Amortized cost is calculated by taking into account any transaction costs and any
discount or premium on settlement.

Financial liabilities that are classified as held for trading are recognized on the trade
date at fair value, which is the date that the Company commits to the contract.After
initial recognition, the liabilities are carried at fair market value, with the fair value
adjustments accounted for in the statement of operations.

Accounts payable

Liabilities for trade payables which are normally settled on 30 to 90 day terms are
carried at amortized cost.

Short-term debt

Short-term debt is recognized initially at the proceeds received, net of transactions
costs incurred. Loans payable are subsequently measured at amortized cost using the
effective interest rate method. Any difference between proceeds (net of transaction
costs) and the redemption value is recognized in the statement of operations over the
period of the loan.

Embedded derivatives

Derivatives may be embedded in other financial instruments (the “host instrument”).
Embedded derivatives are treated as separate derivatives when their economic
characteristics and risks are not clearly and closely related to those of the host
instrument, the terms of the embedded derivative are the same as those of a stand-
alone derivative, and the combined contract is not held for trading or designated at fair
value. These embedded derivatives are measured at fair value with subsequent
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

2. Summary of significant accounting policies (continued)

O

(m)

(n)

©)

Embedded derivatives (continued)

changes recognized in gains or losses on derivatives within interest and other in the
consolidated statement of operations.

Inventories

Inventories comprising stockpiled ore and concentrate awaiting further processing and
sale, are valued at the lower of cost and net realizable value. Cost is determined
using the first-in, first-out method and includes direct mining expenditures and an
appropriate portion of normal overhead expenditure. In the case of concentrate,
direct concentrate costs are also included. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and
selling expenses. Consumables are valued at the lower of cost and replacement value.
Obsolete, redundant and slow moving stores are identified and written down to net
realizable value.

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.

Mineral properties 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.

Asset retirement obligations
The Company recognizes liabilities for statutory, contractual or legal obligations
associated with the retirement of property, plant and equipment, when those

obligations result from the acquisition, construction, development or normal operation
of the assets. Initially, the fair value of the liability for an asset retirement obligation
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

2. Summary of significant accounting policies (continued)

(o)

()

@

©)

Asset retirement obligations (continued)

is recognized in the period incurred. The net present value is added to the carrying
amount of the associated asset and amortized over the asset’s useful life. The liability
is accreted over time through periodic charges to operations and it is reduced by
actual costs of reclamation.

The Company’s estimates of reclamation costs could change as a result of changes in
regulatory requirements and assumptions regarding the amount and timing of the
future expenditures. Estimated discount rates are reviewed annually or as new
information becomes available. Expenditures relating to ongoing environmental
programs are charged against operations as incurred or capitalized and amortized
depending on their relationship to future earnings.

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.

Revenue recognition

Revenue from the sale of metals is recognized when all significant risks and rewards of
ownership pass to the purchaser including delivery of the product, there is a fixed or
determinable selling price and collectability is reasonable assured. Settlement
adjustments, if any, are reflected in revenue when the amounts are finally settled.

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.

Earnings (loss) per share

Basic earnings (loss) per share is computed by dividing the net earnings (loss)
available to common shareholders by the weighted average number of shares
outstanding during the reporting year. Diluted earnings (loss) per share is computed
similarly to basic earnings (loss) per share except that the weighted average shares
outstanding are increased to include additional shares for the assumed exercise of
stock options and warrants, if dilutive. The number of additional shares is calculated
by assuming that outstanding stock options and warrants were exercised and that the
proceeds from such exercises were used to acquire common stock at the average
market price during the reporting years.
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

2. Summary of significant accounting policies (continued)

®

C)}

)

Employee future benefits

The costs of retirement benefits and other benefit obligations are recognized over the
period in which the employees render services in return for the benefits. The
Company has a defined contribution retirement plan for its Finland-based employees.
The pension plans are funded by payments from the employees and by the relevant
group companies and charged to income as incurred.

Adoption of new accounting standards
Goodwill and intangible assets

Effective January 1, 2009, the Company adopted the new CICA Handbook Section
3064 “Goodwill and Intangible Assets” which aligns Canadian GAAP for goodwill and
intangible assets with International Financial Reporting Standards (IFRS). The new
standard provides more comprehensive guidance on intangible assets, in particular for
internally developed intangible assets.

Recent accounting pronouncements
(i) Business combinations

Section 1582 “Business Combinations”, which replaces Section 1581, enhances
accounting standards for business combinations. It is the Canadian GAAP equivalent to
IFRS 3 “Business Combinations”. This standard is effective for the Company for the
interim and annual financial statements beginning on January 1, 2011. Early adoption
is permitted. The Company has not yet determined the impact of the adoption of this
change on its consolidated financial statements.

(ii) Consolidated financial statements and non-controlling interests

Section 1601 “Consolidated Financial Statements” and Section 1602 Non-controlling
Interests”, replace current standards. Section 1601 describes standards for the
preparation of consolidated financial statements. Section 1602 describes standards for
accounting for a non-controlling interest in a subsidiary in the consolidated financial
statements subsequent to a business combination. Section 1602 is equivalent to the
corresponding provisions of IFRS IAS 27 “Consolidated and Separate Financial
Statements”. These standards are effective for the Company for interim and annual
financial statements beginning on January 1, 2011. Early adoption is permitted. The
Company has not yet determined the impact of these changes on its consolidated
financial statements.

3. Inventories

June 30 December 31
2009 2008

€ €

Consumables 373,136 395,475
Ore and concentrate 9,336 9,336

382,472 404,811
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

Mineral property, plant and equipment

Property, plant and equipment

June 30
2009
Accumulated

depreciation/ Net book

Cost depletion value

€ € €

Land 34,142 - 34,142
Mining plant and equipment 2,840,325 1,348,292 1,492,033
Vehicles 64,939 17,765 47,174
Software 34,490 23,941 10,549
Office equipment 19,546 15,962 3,584
2,993,442 1,405,960 1,587,482

Mineral property - producing June 30
2009

Net book

Finn Nickel Hitura value

€ € €

Mineral property and equipment 503,781 2,432,868 2,936,649
Land 519,716 54,856 574,572
Buildings 410,518 912,641 1,323,159
Mine development 1,544,950 302,782 1,847,732
2,978,965 3,703,147 6,682,112

Mineral property - exploration June 30
2009

Net book

value

€

Balance, beginning of period 5,789,951
Additions 237,895

Write-downs -

Balance, end of period 6,027,846
Total mineral property, plant and equipment - 2009 14,297,440
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

4. Mineral property, plant and equipment (continued)

Property, plant and equipment

December 31

2008

Accumulated
depreciation/ Net book
Cost depletion value
€ € €
Land 34,142 - 34,142
Mining plant and equipment 2,860,514 1,275,066 1,585,448
Vehicles 64,939 17,765 47,174
Software 28,570 23,941 4,629
Office equipment 19,546 15,364 4,182
3,007,711 1,332,136 1,675,575
Mineral property - producing December 31
2008
Net book
Finn Nickel Hitura value
€ € €
Mineral property and equipment 503,781 2,432,868 2,936,649
Land 519,716 54,856 574,572
Buildings 410,518 932,210 1,342,728
Mine development 1,157,104 328,065 1,485,169
2,591,119 3,747,999 6,339,118

Mineral property - exploration

December 31

2008

Net book

value

€

Balance, beginning of year 4,032,147
Additions 3,095,588
Write-downs (1,337,784)
Balance, end of year 5,789,951
Total mineral property, plant and equipment - 2008 13,804,644
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

5. Short-term debt

In August 2008, Finn Nickel Ltd entered into an agreement with Jinchuan Group Limited for
the latter to provide a US$7.5 million prepayment facility. Under the terms of the agreement,
Finn Nickel agreed to repay the facility in full on or before May 31, 2009 by offset against
deliveries of concentrate to Jinchuan. The prepayment facility carries interest at a rate of
LIBOR plus 3.5% and is secured by a parent company guarantee.

Due to the drop in nickel prices and resulting termination in mining operations, Finn Nickel is
unable to meet this repayment obligation. Additionally, under the terms of the original offtake
agreement between the parties, Finn Nickel is also unable to repay a pricing adjustment of
US$ 2.55 million.

In July, 2009, US$ 7.5 million plus US$ 175,605 in interest of the Finn Nickel debt was
converted into preference shares in Belvedere Limited. The remaining debt obligations lie with
Finn Nickel and are part of the bankruptcy estate.

6. Long-term liabilities

June 30 December 31

2009 2008

€ €

Tekes loans (a) 133,000 133,000

Unfunded pension obligation (b) 106,298 106,298

Gold properties damage claims reserve 11,837 15,000

251,135 254,298
(a) Tekes is an agency of the Finnish government that offers support for certain qualifying

development projects. Prior to the acquisition of Finn Nickel, two facilities were in
place as follows:

(0] An unsecured loan of €172,000 was advanced in 2004 to develop small scale
mining operations. €86,000 was repaid in 2008. Interest based on the basic
Finnish bank rate less 1%, to a minimum of 3%, is compounded half-yearly.
The principal sum is repayable by 2009.

(i) An unsecured loan of €47,000 was advanced for crane hoisting in 2007.
Interest based on basic Finish bank rate less 3%, to a minimum of 1%, is
compounded half-yearly. The principal sum is repayable by 2013.

(b) The pension obligation relates to Hitura Mining Oy and is similar to a defined
contribution plan.

Floating charges totalling €200,000 in favour of Nordea Bank in Finland as security over a
€200,000 bank overdraft and a €100,000 pledge over land at the Mantymaki deposit were also
in effect at Finn Nickel at March 31, 2009.

Note: (a) and (b) above are liabilities belonging to Finn Nickel and subsequent to June 30" are
now part of the bankruptcy estate.

The Company has no other fixed, floating rate or interest free financial liabilities by way of
borrowing.
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Belvedere Resources Ltd.
Notes to the consolidated financial statements
Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

7. Share capital
Stock-based compensation

The fair value of each option granted is estimated at the time of the grant using the
Black-Scholes option pricing model with weighted average assumptions for grants as

follows:

June 30 December 31
2009 2008
Risk-free interest rate range 3.9% - 4.6% 3.9% - 4.6%
Expected life 1 -5 years 1 -5 years
Annualized volatility range 75.0% - 120.3% 75.0% - 120.3%
Dividend rate 0% 0%

Weighted average grant date fair
value per option Cdn$1.39 Cdn$1.39

8. Capital Disclosures

The Company’s objectives when managing capital are to:

(0] Maintain a flexible capital structure which optimizes the cost of capital at
acceptable risk;
(i) Continue the development and exploration of its mineral properties; and
(i) Support any expansion plans.

In the management of capital, the Company includes shareholders’ equity, long-term debt,
and cash.

The Company manages its capital structure and makes adjustments when the economic and
risk conditions of the underlying lying assets require change. In order to maintain or adjust the
capital structure, the Company may issue new shares, issue new debt, and/or issue new debt
to refinance existing debt.

The Company closely monitors its funding requirements to ensure it has the appropriate
liquidity to meet its operating and growth objectives. At June 30, 2009, the Company had a
working capital deficit of €6.9 million (2008 working capital surplus of €3.0 million). A more
detailed discussion of steps being taken by management to address this deficit position can be
found in Note 1 of these consolidated financial statements.

9. Bankruptcy Proceedings of Subsidiary

In July, 2009 Finn Nickel decided to initiate voluntary bankruptcy proceedings and was placed
into bankruptcy on July 17th. Finn Nickel’'s main assets include the Hitura and Sarkiniemi
nickel mines, the Hitura and Luikonlahti processing plants, the permitted Hautalampi Ni-Co-Cu
project and a number of exploration properties. The mines of Finn Nickel produced the only
significant revenue generated by Belvedere but due to the collapse of the world price for nickel
the mines could not be operated profitably and neither Belvedere nor Finn Nickel had the
resources to continue operations until the price of nickel improves. This lack of ongoing
income means that the Company will need to develop its other properties. There is no
guarantee that the Company will be able to develop its other properties.
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Belvedere Resources Ltd.

Notes to the consolidated financial statements

Three and six month periods ended June 30, 2009

(Tabular amounts expressed in Euros, except as noted)

10.

Bankruptcy Proceedings of Subsidiary (continued)

Belvedere has a finite pool of cash resources with which to continue operations. Should
unexpected or unanticipated events take place that cause additional amounts of cash to be
expended it is likely that Belvedere will not have sufficient resources to continue operations. In
such circumstances, Belvedere will be required to seek additional financing in the capital
markets and there is no guarantee that the Company will be able to raise such capital.

Segmented information

@

(b)

Operating segment - The Company’s operations are primarily directed towards the

acquisition, exploration, development and production of nickel in Finland.

Geographic segments - The Company’s assets at June 30, 2009 and December 31,
2008, and revenues and expenses by geographic areas for the six months ended June
30, 2009 and 2008 are as follows:

June 30
2009
Finland Canada Total
€ € €
Mineral property, plant
and equipment 14,287,897 9,543 14,297,440
Total assets 15,294,178 1,644,889 16,939,067
Six months
June 30
2009
Finland Canada Total
€ € €
Mining revenue - - -
Operating costs (1,967,077) - (1,967,077)
Depletion, depreciation
and amortization - (1,558) (1,558)
Stock-based compensation - (73,092) (73,092)
General and admistrative (232,693) (140,298) (372,991)
Interest income 1,381 7,543 8,924
Interest expense (247,701) (1,413) (249,114)
Foreign exchange gain (loss) 228,253 (940) 227,313
Loss before income taxes (2,217,837) (209,758) (2,427,595)
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(Tabular amounts expressed in Euros, except as noted)

10.

11.

Segmented information (continued)

December 31

2008

Finland Canada Total

€ € €

Mineral property, plant

and equipment 13,800,423 4,221 13,804,644
Total assets 17,237,351 1,956,705 19,194,056
Six months
June 30

2008

Finland Canada Total

€ € €

Mining revenue 10,807,664 - 10,807,664
Operating costs (13,966,906) - (13,966,906)

Depletion, depreciation

and amortization (849,587) (3,839) (853,426)
Stock-based compensation (21,215) (436,426) (457,641)
General and admistrative (334,991) (539,605) (874,596)
Interest income 64,525 88,859 153,384
Interest expense (5,450) (1,376) (6,826)
Foreign exchange loss (46,669) (937) (47,606)
Loss before income taxes (4,352,629) (893,324) (5,245,953)

Subsequent events

On July 7, 2009, the Company announced it had entered into an agreement with Jinchuan
Group Limited whereby the US$7,500,000 of principal and US$175,605 of interest owing by
Finn Nickel OY (a subsidiary of Belvedere) under the prepayment agreement between Finn
Nickel and Jinchuan and guaranteed by Belvedere will be satisfied by Belvedere issuing
7,675,605 preference shares for US$1.00 each. The preference shares will have a redemption
price of US$1.00 each, carry a commutative 2.5% dividend, will be non-voting and will not be
convertible into common shares. The preference shares will be redeemable by Belvedere at
any time and will be redeemable by Jinchuan in four annual tranches, beginning on June 30,
2011 and ending on June 30, 2014.

The agreement will discharge all remaining obligations of Belvedere and Finn Nickel to Jinchuan
under the pre-payment agreement and guarantee.

Further to Belvedere’s press release of July 7, 2009, the negotiations between Finn Nickel and
other parties, despite management’s and its principle creditor’s best attempts, proved
unsuccessful. Given the grave cash position of Finn Nickel, its current liabilities, and no
foreseeable way in the short term to generate revenues or to re-capitalize; the board of Finn
Nickel instructed Finn Nickel management to immediately initiate proceedings for voluntary
bankruptcy. On July 17th , 2009 Finn Nickel OY (“Finn Nickel”), a 100% owned subsidiary of
Belvedere, was placed into bankruptcy.
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11. Subsequent events (continued)

Bankruptcy proceedings of the Finn Nickel subsidiary company, will not impact the solvency of
the Parent company or Belvedere Resource Finland OY. Belvedere Resources Finland OY holds

the gold assets of the group.
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