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Management’s Discussion and Analysis

INTRODUCTION

Unless the context suggests otherwise, refereméblAP” or the “Company”or similar terms refer to North American Palladiwtd. and it
subsidiaries. “LDI” refers to Lac des lles MinesiLand “NAP Quebec” refers to its previously haltbsidiary, NAP Quebec Mines Ltd.

The following is management’s discussion and atmslg$ the financial condition and results of openas (“MD&A”) to enable readers of 1
Companys condensed interim consolidated financial statésnand related notes to assess material chang@saircial condition and results
operations for the three and nine months endedeBdyar 30, 2014, compared to those of the respepévieds in the prior year. This MD&A b
been prepared as of November 5, 2014 and is intetadsupplement and complement the condensedrmiarnsolidated financial statements
notes thereto for the three and nine months endgdeSiber 30, 2014 (collectively, the “Financial t&taents”),which have been prepared
accordance with International Financial Reportintgn8ards (“IFRS”)as issued by the IASB. Readers are encouragedviewehe Financiz
Statements in conjunction with their review of tM®&A, the Companys MD&A for the year ended December 31, 2013, aedntiost recent For
40-F/Annual Information Form on file with the U.Securities and Exchange Commission (“SE@Ad Canadian provincial securities regula
authorities, available at www.sec.gov and www.sedan, respectively.

All amounts are in Canadian dollars unless otherwisted and all references to production ounces tefpayable production.

FORWARD-LOOKING INFORMATION

Certain information contained in this MD&A constits ‘forward-looking statements’ within the meanofghe ‘safe harborprovisions of the Unite
States Private Securities Litigation Reform Act1®95 and Canadian securities laws. All statemetiisrahan statements of historical fact
forward-looking statements. The words ‘expect’ litee’, ‘anticipate’, ‘contemplate’, ‘target’, ‘may‘will’, ‘could’, ‘intend’, ‘estimate’ and simila
expressions identify forward-looking statementsrwawd4ooking statements included in this MD&A includeitlout limitation: information as

our strategy, plans or future financial or opemtperformance, such as the ramp-up of the Compamyne, project timelines, production ple
projected cash flows or expenditures, operating estimates, mining methods, expected mining ratesother statements that express managel
expectations or estimates of future performance. Thmpany cautions the reader that such fork@king statements involve known and unkni
risk factors that may cause the actual resultsetonbterially different from those expressed or iegpby the forwardeoking statements. Such r
factors include, but are not limited to: the ribke tCompany may not be able to continue as a gaingeern, the possibility that the Company may
be able to obtain sufficient financing, that then@@ny may not be able to generate sufficient casietvice all its indebtedness and may be forc
take other actions to satisfy its obligations, ¢gef default on its indebtedness, hedging coulsbeg it to losses, competition, the possibilitie tit
its mineral properties will be challenged, depemgeon third parties for smelting and refining, fhassibility that metal prices and foreign exche
rates may fluctuate, inherent risks associated déelopment, exploration, mining and processirguiling risks related to tailings capacity

ground conditions, the mine transition from mininig ramp to mining via shaft, environmental hazatdeertainty of mineral reserves and resou
the possibility that the mine may not perform asnpled, changes in legislation, regulations or igalitand economic developments in Canade
abroad, risks related to employee relations artiéavailability of skilled labour, litigation arttle risks associated with obtaining necessary die
and permits. For more details on these and otlsérfactors see the Compasymost recent Annual Information Form on file witte SEC an
Canadian provincial securities regulatory authesitiForwardeoking statements are necessarily based upon e factors and assumptions t
while considered reasonable by management, areeinthe subject to significant business, economid emmpetitive uncertainties and contingens
The factors and assumptions contained in this MD&Aich may prove to be incorrect, include, but are
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not limited to: that the Company will continue ipaevation for the foreseeable future and will beedblrealize its assets and discharge its liadsliti
the normal course of business, that metal prices exthange rates between the Canadian and UnitgdsSdollar will be consistent with 1
Company’s expectations, that there will be no nialtelelays affecting operations or the timing ofjomg projects including the mine rarop; tha
prices for key mining and construction suppliegluding labour costs, will remain consistent witie tCompanys expectations, and that
Company’s current estimates of mineral reservesesaolurces are accurate. The forwkwking statements are not guarantees of futurlopeance
The Company disclaims any obligation to update emise any forwardeoking statements, whether as a result of newrinédion, events «
otherwise, except as expressly required by lawdBwsaare cautioned not to put undue reliance csetfward-looking statements.

CAUTIONARY NOTE TO U.S. INVESTORS CONCERNING MINERA L RESERVES AND RESOURCES

Mineral reserve and mineral resource informationtamed herein has been calculated in accordanbeNutional Instrument 43-101Standards ¢
Disclosure for Mineral Project, as required by Canadian provincial securitiesilagry authorities. Canadian standards differ ifigamtly from the
requirements of the SEC, and mineral reserve anénatli resource information contained herein isaoobparable to similar information disclose:
accordance with the requirements of the SEC. Whiketerms “measured”, “indicated” and “inferrediineral resources are required pursua
National Instrument 4101, the SEC does not recognize such terms. bv@siors should understand that “inferredtheral resources have a g
amount of uncertainty as to their existence andtgracertainty as to their economic and legal fektsi. In addition, U.S. investors are cautioneut
to assume that any part or all of NARhineral resources constitute or will be conveited reserves. For a more detailed descriptiothefke)
assumptions, parameters and methods used in dalguNAP’s mineral reserves and mineral resourses, NAPS most recent Annual Informati
Form/Form 40-F on file with Canadian provincial seties regulatory authorities and the SEC.

OUR BUSINESS

NAP is an established precious metals producerhtéatbeen operating its LDl Mine located in Onta@anada since 1993. LDI is one of only
primary producers of palladium in the world, offegiinvestors exposure to the price of palladium.

The Company recently expanded the underground LDENNd transitioned from ramp access to shaftsscedile utilizing long hole open stc
mining. Through the utilization of the shaft andkomining methods, operations are expected to Iliefrem increased mining rates and decre
operating costs, transforming LDI into a low cosiqucer with a rising production profile.

The Company is conducting an exploration prograr20h4 targeting the lower portion of the Offset Zpwith the intention to perform a prelimin
economic assessment that would entail deepeninghihit and installation of a lower level bulk omnfling system that would increase produc
and extend the mine life.

The Company has significant exploration potenteamthe LDI Mine, where a number of growth tardgese been identified, and is engaged i
exploration program aimed at increasing its palladreserves and resources. As an established ipatigrlatinum group metal (“PGM”"produce
with excess mill and shaft capacity on a permifieaperty, NAP has potential to convert exploratsutcess into production and cash flow o
accelerated timeline.

NAP trades on the TSX under the symbol PDL ancherNYSE MKT under the symbol PA
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QUARTERLY TRENDS

During the first nine months of 2014, upgradeshe ore handling system were completed, transporntaif personnel and material via the s
commenced and mill recoveries remained high; howepeduction was impacted by repairs to the primsurface crusher, oversized mt
equipment availability and a fatality at the ming.sThe fatality in July 2014 impacted the Companyorale and productivity with the grea
impact on underground operations and the spedifft an site at the time of the tragic accidentutésg in the processing of more surface mat
than planned. The Company continues to ramp-uprgnolend production and for one day in October hageded 4,900 tonnes per day.

After shaft and related infrastructure constructmympletion in 2013, progress in 2014 has includethmissioning, production build up
additional financings. Challenges arising in thedttquarter of 2014 included lower grade undergobone (due to mine sequencing), equipr
availability and an unfortunate fatality; howevamumber of initiatives have been identified ang laging implemented. On October 1, 2014, a full-
time trial mill run began compared to our previdi& day batch process resulting in payable palladiwmoduction for the month of October
approximately 20,000 ounces. The Company expedie tat or marginally below the lower end of the 2@lidance of 170,000 payable pallad
ounces.

For the three months ended

September 3( June 3( March 31 December 3 September 3

2014 2014 2014 2013 2013

Palladium production — payable oz 32,56( 39,22: 42,641 30,97¢ 30,097

USS$ cash cost per palladium oz solti US$58¢ US$51( US$49: us$62( US$581

Surface mining — tonnes 270,86( 243,041 254,29¢ 345,13: 334,82(

Underground mining — tonnes 304,80« 263,90« 275,84¢ 231,34¢ 208,091

Underground mining — tonnes per day 3,315 2,90C 3,06E 2,51t 2,262

Milling — palladium head grade (g/t) 2.4 3.1 3.3 2.9 25
Milling — palladium recovery 80.7% 83.6% 84.5% 81.5% 80.7%

Adjusted EBITDA ($000s) $8,287 $10,44¢ $9,74: $1,36¢ $3,18¢

INon-IFRS measure. Please refer to Non-IFRS Measurgmges 22-24.
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Three months ended Septembe

Nine months ended Septembel

OPERATIONAL HIGHLIGHTS 2014 2013 2014 2013
Mining

Tonnes ore mined 575,66¢ 542,91% 1,612,74¢ 1,517,19:

Palladium grade (g/t) 2.6 25 2.9 2.8
Milling

Tonnes ore milled 566,49¢ 517,157 1,604,48: 1,504,00°

Palladium head grade (g/t) 2.4 25 2.9 2.9

Palladium recovery (%) 80.7 80.7 83.1 80.4
Palladium production — payable oz 32,56( 30,097 114,42: 104,18(
Palladium sales — payable oz 36,43( 27,37( 116,63: 99,74¢
Realized palladium price per ounce (US$) $ 860 $ 721 $ 806 $ 723
Cash cost per ounce palladium sold (US$) $ 589 $ 581 $ 527 % 539
FINANCIAL HIGHLIGHTS
($000s except per share amounts) 2014 2013 2014 2013
Revenue $ 46,441 $ 33,34t $ 145,67: $ 113,65]
Production costs 30,11¢ 21,66: 90,20¢ 76,30¢
Income from mining operations 3,512 1,17¢ 10,32: 2,08¢
Loss from continuing operations $ (18,790) $ (5,324)$ (55,413 $ (36,949
Loss from continuing operations per share $ (0.05) $ (0.03)% 0.17) $ (0.20)
Adjusted net losst $ (6,991) $ (3,904)$ (30,557) % (8,951)
EBITDA 1 $ (4,090) $ 3,81¢ $ 12,797  $ 369
Adjusted EBITDA 1 $ 8,287 $ 3,18¢ $ 28,47¢ $  12,03¢
Capital spending, continuing operations $ 5817 $ 26,88 $ 14,27¢ $  92,75¢

INon-IFRS measure. Please refer to Non-IFRS Measurgmges 22-24.

In 2014, the Company transitioned from ramp to tshased underground mining and the sources of dkednhave changed significantly. In the tt

quarter of 2014:

e 575,664 tonnes at an average grade of 2.6 grantsmee palladium were mined and processed fronDffeet and Roby zones and low gr:

stockpile.

e The mill processed 566,494 tonnes of ore at arageepalladium head grade of 2.4 grams per tonna aadovery of 80.7% to produce

32,560 ounces of payable palladium.

e Payable palladium production was 32,560 ouncesawdalyable palladium sales were 36,430 ounces.
e Cash interest of $32.2 million was paid includimgaanount that allowed the Company to revert to% Ifferest rate on its senior secured

term loan.

e Revenue increased by $13.1 million compared to 20i8arily due to more favourable exchange rateghér palladium ounces sold and

higher palladium prices.

e Production costs increased $8.5 million compare2Dtt3 to $30.1 million primarily due to mining 46%ore underground tonnes, milling
10% more tonnes and unfavourable inventory andr @ib&t movements.

e Adjusted EBITDA increased $5.1 million or 160% caamgd to 2013 to $8.3 million.

e Incurred a net loss of $18.8 million which includash-cash items of $6.9 million of depreciation andortization, $8.0 million of foreign
exchange losses and $6.0 million of interest exgpansl other costs.
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LDl OPERATING & FINANCIAL RESULTS

The LDI mine consists of an underground mine, agngpit (currently inactive), a mill with a procesgicapacity of approximately 15,000 tonnes
day and a shaft with a capacity of approximatef08,tonnes per day. The primary underground depositthe property are the Offset zone an
Roby zone. During the first nine months of 2014duction was impacted by upgrades to the ore hagdlystem, commencement of transport:
of men and material via the shaft, repairs to tary surface crusher, oversized muck, equipmeaitability and a fatality.

Operating Results
The key operating results are set out in the falgviable.

Three months ended Septembe Nine months ended Septembel
2014 2013 2014 2013
Ore mined (tonnes)
Underground
Offset 232,00¢ 208,091 721,92¢ 442,32
Roby 72,79¢€ - 122,62 143,03;
304,80/ 208,091 844,55: 585,35¢
Surface
Low grade stockpile & reprocessed tailings 270,86( - 768,19t 4,66¢
Open pit - - - 538,32:
High grade stockpile - 334,82( - 388,84(
270,86( 334,82( 768,19t 931,83
Total 575,66¢ 542,917 1,612,74¢ 1,517,19;
Mined ore grade (Pd g/t)
Underground
Offset 4.1 4.5 4.6 4.3
Roby 3.7 - 4.6 4.2
4.0 4.5 4.6 4.3
Surface
Low grade stockpile & reprocessed tailings 1.1 - 1.0 1.0
Open pit - - - 2.4
High grade stockpile = 1.2 - 1.3
1.1 1.2 1.0 1.9
Average 2.6 2.5 2.9 2.8
Milling
Tonnes of ore milled 566,494 517,15% 1,604,48: 1,504,00°
Palladium head grade (g/t) 2.4 25 29 2.9
Palladium recoveries (%) 80.7 80.7 83.1 80.4
Tonnes of concentrate produced 4,13 3,90t 13,83/ 12,781
Production cost per tonne milled $ 58 $ 42  $ 56 $ 51
Payable production
Palladium (0z) 32,56( 30,091 114,42 104,18(
Platinum (0z) 2,50¢ 2,227 8,227 7,84¢
Gold (0z) 2,26€ 2,282 7,757 8,12¢
Nickel (Ibs) 321,761 324,361 1,096,86! 1,146,49¢
Copper (Ibs) 563,88¢ 643,931 1,995,91« 2,144,32¢
Cash cost per ounce of palladium sold (U5$) $ 589 $ 581 $ 527  $ 539

INon-IFRS measure. Please refer to Non-IFRS Measurgmges 22-24.
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Mining

In the third quarter of 2014, underground tonnesedifrom the Offset and Roby zones were blendeld tivéé low grade surface stockpile materia
processing in the mill. Underground ore mined at dbring the three months ended September 30, 2@isisted of 304,804 tonnes at an ave
grade of 4.0 g/t palladium compared to 208,097 ¢srat an average palladium grade of 4.5 g/t irptiee year from the Offset zone. LDI proces
270,860 tonnes of the low grade surface stockpitetailings at an average grade of 1.1 g/t in tirel tquarter of 2014 compared to 334,820 tonn
average grade of 1.2 g/t processed from a highegs&atkpile in the prior year. On a combined ba&6,more tonnes at a higher grade were n
and processed in the third quarter of 2014 compiar@013.

In the first nine months of 2014, underground tenm@ned from the Offset and Roby zones were blendidld the low grade surface stocky
material for processing in the mill. Undergroune amined at LDI from the Offset and Roby zones dythre nine months ended September 30, :
consisted of 844,553 tonnes at an average gradé @/t palladium compared to 585,359 tonnes avamage palladium grade of 4.3 g/t in the |
year. LDI processed 768,195 tonnes of the low gmadéce stockpile and tailings at an average goddeO g/t in the first nine months of 2(
compared to 931,832 tonnes at an average gradé a/tLprocessed from the open pit and high and doade stockpiles in the prior year. C
combined basis, 6% more tonnes of ore were mindescessed in the first nine months of 2014 atlaimgrades as in 2013.

Milling

During the three months ended September 30, 2824, DI mill processed 566,494 tonnes of ore at\a@rage palladium head grade of 2.4 g/t a
recovery of 80.7% to produce 32,560 ounces of paygdilladium (2013 517,157 tonnes milled, average palladium head go&@e5 g/t, recovery 1
80.7 %, producing 30,097 ounces of payable palfajliu

During the nine months ended September 30, 2024, EH mill processed 1,604,483 tonnes of ore aharage palladium head grade of 2.9 g/t ¢
recovery of 83.1% to produce 114,423 ounces of lgaygalladium (20131504,007 tonnes milled, average palladium headegodi 2.9 g/t, recove
of 80.4%, producing 104,180 ounces of payable gaita).

The higher mill recovery for the nine months en&eghtember 30, 2014 compared to 2013 was primauigytd improvements in the mill circuit i
in 2013 which increased the percentage of palladicovered while processing similar ore grades.

Production Costs per Tonne Milled

Production costs per tonne milled were $53 andif36e three and nine month periods ended SepteBthe2014 respectively compared to $42
$51 per tonne in the comparable 2013 periods. Ticeedses were primarily due to higher costs agsatiwith mining greater quantities
underground ore (which costs more per tonne to yim@&014 compared with 2013 as well as the coahghs noted in the production cost set
noted below.

Payable Production

Payable production for the three and nine montiogsrended September 30, 2014 were higher fordafta and platinum and lower for all otl
payable metals compared to their respective 201i8g=

The changes in payable metal production for theettand nine month periods ended September 30, @0tigared to the respective periods in 2
was primarily due to greater tonnes milled and &igiecoveries for all metals except nickel beinigetfby lower head grades for all payable m
except palladium that had similar head grades.
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Cash Cost per Ounce of Palladium Sold

Cash cost per ounce of palladium sold is a non-IRR@&sure and the calculation is provided in the-Ni®S Measures section of this MD&A.
2013, the Company was in transition, sinking a tshafl completing related infrastructure at the séime it was developing and transitioning

mining the Offset zone. In 2014, the development taansitioning to the Offset zone was completed.

The cash cost per ounce of palladium sold incretsadS$589! in the third quarter of 2014 and decreased to U%$58@ the nine month peric
ended September 30, 2014 compared to US$581d US$539 respectively in the comparable periods in the pyiear. More payable palladit
ounces sold, favourable movements of the Canadiflardand higher byroduct revenues were offset by increased productists. Please refer
the LDI revenue, production costs, smelting, refinand freight costs and royalty expense sectibtiioMD&A for additional details.

INon-IFRS measure. Please refer to Non-IFRS Measurgmges 22-24.

Financial Results
Income from mining operations for the LDI operaias summarized in the following table.

Three months ended Septembe

Nine months ended Septembel

(expressed in thousands of dollars) 2014 2013 2014 2013
Revenue $ 46,441 $ 33,34¢ $ 145,67+ $ 113,651
Mining operating expenses
Production costs
Mining 17,041 14,551 52,90¢ 48,94:
Milling 7,27¢ 6,45¢ 22,454 19,712
General and administration 4,44(C 4,10t 14,38: 12,07(C
28,75¢ 25,11¢ 89,74¢ 80,72¢
Inventory and others 1,357 (3,452) 460 (4,420)
30,11¢€ 21,66: 90,20¢€ 76,30¢
Smelting, refining and freight costs 4,007 2,92z 12,32( 10,13C
Royalty expense 1,761 1,464 6,01¢ 4 86E
Depreciation and amortization 6,894 6,144 25,43¢ 19,23¢
Loss on disposal of equipment 150 (24) 1,37C 1,03C
Total mining operating expenses $ 42,92¢ % 32,16¢ 3% 13535 3 111,56:
Income from mining operations $ 3,517 $ 1,17¢ $ 10,322 $ 2,08¢

The Company has included income from mining openatias an additional IFRS measure to provide taewih information on the actual results

the LDI operations.
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Revenue

Revenue is affected by production and sales voluoamodity prices, currency exchange rates, milltiming and shipment schedules. Metal ¢
for LDI are recognized in revenue at provisiondt@s when delivered to a smelter for treatment alesignated shipping point. Final pricing
determined in accordance with LBIsmelter agreements. In most cases, final prisingtermined two months after delivery to the serdbr gold
nickel and copper and four months after delivenydalladium and platinum. These final pricing atljpents can result in additional revenues
rising commodity price environment and reductiomsevenue in a declining commodity price environtn&mmilarly, a weakening in the Canac
dollar relative to the U.S. dollar would have aifies impact on revenues and a strengthening irCiiweadian dollar would have a negative impa
revenues. The Company periodically enters intonfiel contracts for past production delivered te #melters to mitigate the smelter agreements
provisional pricing exposure to rising or declinipglladium prices and an appreciating Canadiaredolls at September 30, 2014, these fina
contracts represent 32,500 ounces of palladiume(30n 2014 47,500 palladium ounces) and mature from Octobé&#d 20Brough December 2014
an average forward price of US$860 (C$950) per eudane 30, 2014US$799 (C$870) per ounce of palladium). For sultistiy all of the
palladium delivered to the customers under the mabreements, the quantities and timing of sattlg specified in the financial contracts mi
final pricing settlement periods. The palladiumafiicial contracts are being recognized on a markddket basis as an adjustment to revenue
fair value of these contracts at September 30, 2&slan asset of $2.6 million included in accouatgivable (December 31, 2013 —$0.2 million).

Revenue for the three months ended September 3@, 20

Palladiur Platinurr Gold Nickel Coppe Others Total
Sales V0|umé1) 36,43( 2,77_/ 2,516 356,83: 622,SSE n.a. n.a.
Realized price (US$P $ 860 |$ 143 [$ 1,31¢ |$ 832 |$ 318 n.a. n.a.

Revenue before price adjustment ($000§ $ 34,13C |$ 4,305 |$ 3,449 |$ 319C |$ 214 |$ 19 | $ 47,28t
Price adjustment ($000s):

Commodities (2,10€) (674) (162) (285) (90) 1) (3,31¢)
Foreign exchange 1,90€ 256 124 111 76 1 2,474
Revenue ($000s) $ 3393 |[$ 3887 |$ 346C |$ 3,016 [$ 2,12¢ |$ 19 [ $ 46,441

(@ Quantities and prices are per ounce for palladiplatinum and gold and per pound for nickel and eopp

Revenue for the three months ended September 28, 20

Palladiurr Platinurr Gold Nickel Coppe Others Total
Sales voluméb 27,37( 2,038 2,101 314,02¢ 586,76: n.a n.a.
Realized price (US$ $ 721 |$ 144t [$ 1,327 |$ 628 |$ 3.2C n.a. n.a.

Revenue before price adjustment (3000 $ 20,63¢ |$ 3,07 |$ 2904 [$ 2,03C [$ 1931 |3 49 | $ 30,62:
Price adjustment ($000s):

Commodities 2,25¢ 335 299 94 182 3 3,171
Foreign exchange (249) (56) (44) (61) (36) - (446)
Revenue ($000s) $ 22,64t $ 3,352 $ 3,15¢ $ 2,062 $ 2,077 $ 52 $ 33,34¢

() Quantities and prices are per ounce for palladpplatinum and gold and per pound for nickel and espp
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Revenue for the nine months ended September 3@, 201

Palladiurr Platinumr Gold Nickel Coppel Others Total
Sales volumé?) 116,631 8,38( 7,91 1,094,71 2,038,90° n.a. n.a
Realized price (US$} $ 806 |$ 1,432 |$ 1,29€ |$ 761 |$ 3.15 n.a. n.a
Revenue before price adjustment $ 103,101 |$ 13,092 |$ 11,112 | $ 9,36 | $ 7,00z |$ 112 | $143,78:
Price adjustment ($000s):
Commodities 592 (202) 156 214 (207) 4 557
Foreign exchange 729 259 137 95 111 3 1,334
Revenue ($000s) $ 104,42 $ 13,14¢ |$ 1140t |$ 967z |[$ 6,907 |$ 119 | $ 145,67«

(@ Quantities and prices are per ounce for palladpplatinum and gold and per pound for nickel and ewpp

Revenue for the nine months ended September 33, 201

Palladiurr Platinur Gold Nickel Coppel Others Total
Sales voluméb 99,74¢ 7,49¢ 7,802 1,099,37: 2,031,74! n.a. n.a
Realized price (Usg}) $ 723 $ 1,522 $ 1,47¢ $ 6.83 $ 3.35 n.a n.a
Revenue before price adjustment $ 74557 |$ 11,64z |$ 11,65 |$ 782¢ |'$ 6,904 | $ 170 | $112,75¢
Price adjustment ($000s):
Commodities 1,30¢E (285) (518) (308) (59) - 135
Foreign exchange 68 307 226 69 91 1 762
Revenue ($000s) $ 7593C |$ 11664 |$ 11,36C |$ 759C |[$ 693€ |$ 171 | $113,65:

(@ Quantities and prices are per ounce for palladpplatinum and gold and per pound for nickel and ewpp

During the first nine months of 2013, the Compargswinking a shaft and completing related infrastme while developing and transitioning
mining the Offset zone. Revenue for the three moetided September 30, 2014 increased $13.1 mali@9% compared to 2013 primarily dut
33% more ounces of palladium sold at 19% higheized prices, a 6% favourable movement in the emgbaate and greater volumes of platil
(+37%), gold (+20%), nickel (+14%) and copper (+6%)

For the first nine months of 2014, revenues ina@d&k32.0 million or 28% compared to 2013 primadilye to 17% more ounces of palladium so
11% higher prices, a 7% favourable exchange rateement and 12% greater volumes of platinum sold.

Spot Metal Prices* and Exchange Rates

For comparison purposes, the following table satspot metal prices and exchange rates.

Sep30 Jun30 Mar-31 Dec-31 Sep30 Jun30 Mar-31 Dec-31

2014 2014 2014 2012 201z 2012 201z 2012

Palladium — US$/oz $ 775 $ 844 3 778 $ 711 3 726 $ 643 3 770 $ 699
Platinum — US$/0z $ 130C $ 148 $ 141¢ $ 135 $ 1411 $ 1317 $ 157¢ $ 1,52t
Gold — US$/o0z $ 1217 $ 131t $ 1292 $ 120z $ 1,327 $ 1,192 $ 159 $ 1,664
Nickel — US$/Ib $ 74 $ 84 $ 714 $ 634 $ 62¢ $ 620 $ 75C $ 775
Copper — US%/Ib $ 302 $ 315 $ 301 $ 334 $ 331 $ 306 $ 344 $ 359

Exchange rate (Bank of
Canada) —-CDN$1=US$ US$ 0.8SUS$ 094US$ 09CUS¥ 094US¢ 097 US§ 095 USE 098 USE 1.01

* Based on the London Metal Exchange

10
THIRD QUARTER REPORT 2014




a

North American Palladium Ltd.

Operating Expenses from Continuing Operations

As of June 30, 2014, the Company had completed finatdon to the design of the underground ore hiagdéystem. Repairs to the primary sur
crusher in the second quarter of 2014 and a fatalithe third quarter of 2014 negatively impacfgdduction, payable metal sales and cash
Significantly higher propane and power costs assalt of a colder than normal winter negatively aoied the first quarter of 2014 operating cos
approximately $2.7 million.

Production costs

For the three and nine months ended Septembei03@, Production costs were $30.1 million and $98iion compared to $21.7 million and $7
million in 2013 respectively. Mining costs for thieree and nine month periods ended September 3@, iR@reased by $2.5 million (17%) and §
million (8%) respectively compared to the 2013 pési In 2014, the Company was predominantly mimindne Offset zone, transporting a majc
of that material up the shaft and also processimtase stockpiles. In 2013, mining was predominaintlthe Offset zone which was transporte
surface using the ramp and from the high gradeasar$tockpile. As such, the 2014 and 2013 minirsfiscare not comparable as 46% and 44%
tonnes were mined from underground in the thirdignand first nine months of 2014 respectively paned to 2013.

For the three and nine month periods ended Septe8the2014, milling costs increased $0.8 millior8%d) and $2.7 million (14%) respectiv
compared to the respective 2013 periods primatily : more tonnes milled; increased depressageusad grinding media; and, for the nine m
period, higher power costs in the first quarte2014 related to a colder than normal winter. Gdreend administration costs in the three and
months ended September 30, 2014 increased $0.®m#hd $2.3 million respectively compared to tlane periods in 2013 primarily due
amounts charged to the Offset zone capital cos®0iB that did not recur in 2014; increased coastiltosts; and, in the first quarter of 2(
increased propane costs due to a colder than nevimér.

Inventory and other costs increased productionsdogt$1.4 million and $0.5 million for the threedamine month periods ended September 30,
compared to decreases of $3.5 million and $4.4anillespectively in 2013 periods for net change$4€8 million and $4.9 million primarily due
inventory decreases in 2014 compared to incre@s2813 and $1.2 million and $1.3 million of netursnce proceeds received in respective
periods that did not recur in 2014.

Smeélting, refining and freight costs

Smelting, refining and freight costs for the thieeed nine months ended September 30, 2014 wereriflion and $12.3 million respective
compared to $2.9 million and $10.1 million in thengparable 2013 periods. The increases over the ye@r were primarily due to the impact «
weaker Canadian dollar and more tonnes of condergrapped.

Royalty expense
For the three and nine month periods ended SepteBihe014, royalty expenses were $1.8 million $6d million respectively compared to $
million and $4.9 million in the comparable 2013ipds. The increases were primarily due to higheemees in 2014 compared to 2013.

Depreciation and amortization

Depreciation and amortization for the three anamonths ended September 30, 2014 was $6.9 mihdn$25.4 million, compared to $6.1 mill
and $19.2 million respectively in 2013. The ince=asver the prior year were primarily due to insegAproduction and a significant increas
depreciable assets associated with the LDI minaresipn including the Offset zone and tailings managnt facilities.
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OTHER EXPENSES

Exploration

Exploration expenditures for the three and nine tingeriods ended September 30, 2014 were $2.6omilnd $5.2 million respectively (2013 - $3.9
million and $10.9 million respectively). The decsea were primarily due to a more limited explomagoogram in 2014 compared with 2013 and to a
scheduled build-up of underground drilling linkedthe completion of an exploration drift in the €dt zone. The 2014 exploration program is
focused on: (i) drilling the lower part of the Gftszone below the 1,065 meter level - the knowiit lehproven and probable reserves; (ii) resource
conversion drilling in the upper Offset zone dihgctorth of active and planned mining stopes; diiigl, delineation of new resources in the upper
Offset southeast extension, the shallowest knowel lef the deposit. The Company is pleased withréiseilts to-date for the areas tested. Please see
the Company’s October 16, 2014 news release fetaildd review of the third quarter drilling result

General and administration

The Company's general and administration expermethé three and nine month periods ended SepteBthe2014 were $2.1 million and $
million respectively compared to $2.9 million argl@&million in the prior year periods. The decreasere primarily due to less costs relating toll
fees, consultants, recruiting activities and doeftes impacted by restricted stock unit adjustsien

Interest and other income

Interest and other income for the three and ninetmperiods ended September 30, 2014 were $1.Bmahd $3.9 million respectively compare:
$0.2 million and $1.7 million in respective 2013ipeds. The increases were primarily due to deceeaséir value of convertible debenture warr.
in 2014 partially offset by gains on palladium veants and the renunciation of flow-through expendiiin 2013 that did not recur in 2014.

Interest expense and other costs

Prior to the commencement of commercial productibthe shaft on January 1, 2014, the Company hpidatized interest expenses related tc
senior secured term loan and the revolving opegdiie of credit. In 2014, interest related to #hésans was expensed. Interest expense anc
costs for the three months ended September 30,261t $10.2 million, compared to $2.5 million irethrior year. The increase of $7.7 million
primarily due to an $8.2 million increase in intg#rexpense associated with completion of the Offeat development project. Interest expenst
other costs for the nine months ended Septembe2®D} were $39.2 million, compared to $5.7 millionthe prior year. The increase of $:
million was primarily due to a $28.8 million incigsin interest expense associated with completidheoOffset zone development project and
million of changes in the fair value of the conugg debentures issued in 2014.

Financing costs

Financing costs for the nine month period endede®eiper 30, 2014 was $7.5 million compared to cos&3.1 million in the prior year period. T
increase over the 2013 comparative costs were ghintiue to financing costs in 2014 related to toavertible debentures issued partially offse
2013 financing costs related to outlays incurrediiie initial investigation and negotiation of \@rg potential financing alternatives prior to eimig
into the final amending agreement for the senioussd term loan in the fourth quarter of 2013.

Foreign exchange loss (gain)

Foreign exchange loss for the three and nine mpatiods ended September 30, 2014 were $9.8 mélimh$10.5 million respectively compared
foreign exchange gain of $3.3 million and a los$20 million for the three and nine month periedsled September 30, 2013. The gains and |
were primarily due to the impact of exchange ratevements on the US$ denominated senior securedltermand the US$ denominated cr
facility.
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SUMMARY OF QUARTERLY RESULTS

(expressed in thousands of Canadian dollars exespt

share amounts) 2014 2013 201z
Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4

Revenue $ 46,441 $ 50,497 $ 48,73¢ $ 3958z $ 33,34¢ $ 33,21 $ 47,09C $ 42,36¢
Production costs, net of mine

restoration costs 30,11¢€ 30,35¢ 29,73t 29,89( 21,66: 25,701 28,941 25,421
Exploration expense 2,56€ 1,891 768 1,36C 3,874 2,19z 4,84C 5,962
Capital expenditures 5,817 5,56¢ 2,88¢ 16,72¢ 26,38t 27,80~ 38,06¢ 41,81(
Loss from continuing operatio  (18,79() (9,957) (26,66¢€) (11,74¢€) (5,329 (26,26¢) (5,357) (3,739)
Net loss (28,790 (9,957) (26,66¢€) (11,74¢) (5,324) (26,26¢) (2,84¢) (54,010)
Cash provided by (used in)

operations 8,024 (3,807) (16,74¢) 4,19: 2,022 (2,84¢9) 3,16E 37,97(
Cash provided by (used in)

financing activities (34,720 31,601 31,76¢ 4,28¢ (2,087) 51,97( 17,09¢ 1,92¢
Cash used in investing activiti (5,817) (5,410) (2,88¢) (16,727) (26,710) (27,80%) (37,07¢) (41,831)

Net loss per share from
continuing operations

— basic $ (05 $ (003 $ (©11) $ (@©O05) $ (@©O03 $ (@©15 $ (03 $ (0.02

— diluted $ (05 $ (003 $ (©11) $ (@©O5) $ (@©O03) $ ((©16) $ (003 $ (0.02
Net loss per share

— basic $ (05 $ (003 $ (©11) $ (@©O5) $ (@©O03 $ (@©15 $ (002 $ (0.31)

— diluted $ (05 $ (03 $ (©11) $ (@©O05) $ (@©O03) $ ((©16) $ (02 $ (0.31)
Tonnes milled 566,49/ 521,47¢ 516,51: 544,07+ 517,157 483,26¢ 503,58t 511,22¢
Palladium ounces sold 36,43( 40,71¢ 39,48¢ 35,20¢ 27,37( 32,62( 39,76( 44 39/
Realized palladium price

(US$/ounce) $ 860 $ 806 $ 739  $ 725  $ 721  $ 719 3% 730 $ 641
Trends:

e Revenue, production costs, tonnes milled and palladunces sold, varied over the last eight quamdsrmining has transitioned from the
Roby zone underground and the surface open giet®ffset zone underground and surface stockpileanges in tonnes, grades and sources
of ore significantly impacted revenue realized,dqurction costs, ore available for milling and pailled ounces produced. A fatality in July
2014 significantly impacted production in the thipdarter of 2014.

e Readily available material in the Roby and operepites were largely mined out in the first halR6f.3 while the Offset zone production has
been ramping up since 2012.

e Realized quarterly average prices for palladiumeh@anged from US$641 to US$860 per ounce in theelght quarters while prices for
platinum, gold, copper and nickel have generallgrbiat to declining over the same period. The veeatg of the Canadian dollar versus the
United States dollar generally results in higheeraies.

e Underground mining operations has transitionedsbadt based ore handling system from a ramp barsedh the most recent quarters. The
Company is currently moving material to surfacengdioth the ramp and the shaft and therefore emstsomewhat higher than those
expected once operations fully utilize the ore hiagdsystem modification completed in July.

e Capital expenditures have been generally declifinghe last eight quarters as activities assodiatigh the construction of the shaft and
related infrastructure to process the upper Offeat ore were completed.
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CASH FLOWS, FINANCIAL CONDITION, LIQUIDITY AND CAPI TAL RESOURCES

Sources and Uses of Cash

Nine months ende

Three months ended Septembe September 3
(expressed in thousands of dollars) 2014 2013 2014 2013
Cash provided by operations prior to changes ircash
working capital $ 4508 % 2,45t 3 23,16t 3 2,252
Changes in non-cash working capital 3,51¢ (433) (35,697) 85
Cash provided by (used in) operations 8,024 2,02z (12,537) 2,33¢
Cash provided by (used in) financing (34,720) (2,087) 28,64¢ 66,97¢
Cash used in investing (5,817) (26,710) (14,11%) (91,597)
Increase (decrease) in cash from continuing opersti (32,517) (26,77%) 1,99¢ (22,27¢)
Net cash provided by discontinued operations - - - 20,14z
Increase (decrease) in cash and cash equivalents $ (32,513) % (26,778) % 1,99 $ (2,134)

Operating Activities

For the three months ended September 30, 2014 peasited by operations prior to changes in gash working capital was $4.5 million, compe
to $2.5 million in the prior year. The increase$@ 0 million was primarily due to a $13.1 millioncrease in revenues partially offset by an
million increase in production costs and a $3.3iamlincrease in realized foreign exchange loss.tk@ nine months ended September 30, 2014
provided by operations prior to changes in ©ash working capital was $23.2 million, compared$203 million in the prior year. The increas¢
$20.9 million was primarily due to a $32.0 milliomcrease in revenue, a $5.7 million decrease ifoeafilon expenses and a $3.1 million decrea
financing costs partially offset by a $13.9 millimtrease in production costs.

For the three months ended September 30, 2014gekam noncash working capital resulted in a source of cd$8db million, compared to a use
cash of $0.4 million in the prior year. The incregisource of $3.9 million was primarily due to duetion in caslsettlements of accounts paye
and accrued liabilities of $4.4 million and a retime in inventories of $3.8 million partially offsby a reduction in cash collections of $4.1 millio
accounts receivable.

For the nine months ended September 30, 2014, ekangioneash working capital resulted in a use of cash3& % million, compared to a sou
of cash of $0.1 million in the prior year. The ieased use of $35.8 million was primarily due taeéases in accounts receivable of $28.4 millior
an increase in cash settlements of accounts pagablaccrued liabilities of $13.7 million partialiffset by an increase of other assets of $4.%an
and a decrease in the change in inventory of $@libm

Financing Activities

For the three months ended September 30, 201hdiima activities resulted in a use of cash of $34illion compared to a use of $2.1 millior
2013. The $36.8 million increase was primarily dué&30.2 million higher interest payments (incluglthe payment of interest accrued from Jar
1, 2014 to June 30, 2014 and associated prepaye®npartially offset by $6.7 million lower credécility repayment in 2014 and $9.5 million
common shares issued in 2013 that did not rec201.

For the nine month ended September 30, 2014, fingractivities resulted in a source of cash of 628&illion compared to $67.0 million in 20:
The $38.4 million decrease was primarily due to.$atillion of net proceeds from convertible debeasuissued (that have largely been conwvi
into equity) and $33.8 million of interest expengesd in 2014 compared to $131.9 million of netqaeds of a senior secured term loan issu
2013 offset by the repayment of $79.2 million sesiecured notes in 2013.
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I nvesting Activities

For the three and nine month periods ended SepteBih@014, investing activities used cash of $6illon and $14.1 million (2013 -25.7 millior
and $91.6 million respectively) primarily due todéttbns to mining interests of $5.8 million and $34nillion respectively (2013 -1%1.3 million an
$92.8 million respectively).

Liquidity and Capital Resources

As at September 31 As at December :

(expressed in thousands of dollars) 2014 2013
Cash balance $ 11,79:% 9,795
Net working capital $ 24,781% (174,217
Shareholders’ equity $ 235,20t$ 222,49¢
Total debt $ 256,92:% 239,08¢

As at September 30, 2014, the Company had casltastd equivalents of $11.8 million compared to $@iBion as at December 31, 2013. -
increase is due primarily to the sources and useash as noted above. The funds are depositedwéjbr Canadian chartered banks.

The Company has, subject to a borrowing base cBig%60.0 million credit facility that is secured bgrtain of the Company's accounts receivi
and inventory and may be used for working capitplitlity and general corporate purposes. In Jul¥42@he Company extended its US$60 mil
credit facility to July 3, 2015 and as at Septen8ir2014, the borrowing base calculation limiteel ¢tredit facility to a maximum of US$37.1 mill
of which US$36.1 million was utilized.

In July 2014, the Company paid US$23.4 milliont®denior secured term loan lender representingl83%million of accrued interest and US{
million of associated prpayment fee. Effective June 30, 2014, the Compawgrted to a 15% annual interest rate on the seemirred term loan a
made a US$6.5 million interest payment on Septer&be2014.

The Company has $11.6 million of finance leaseslifum equipment for operations. Please also seedht&actual obligations below for additio
commitments.

The Companys liquidity may be adversely affected by operatregformance, a downturn in capital market condgignpacting access to cap
markets or entity specific conditions. The achiegatrof profitable operations is dependent on a ramab variables including, but not limited
metal prices, operational costs, capital expenetutimely transition to mining by shaft, and megtproduction targets. Adverse changes in ai
these variables may require the Company to seaki@ul financing.

The Companys senior secured term loan and credit facility ammseveral financial covenants which, if not nvebuld result in an event of defal
This debt also includes certain other covenantduding limits on liens, material adverse changevjzions and crosdefault provisions. Certs
events of default result in this debt becoming irdiately due. Other events of default entitle thedkr to demand repayment. As at Septembe
2014, the Company was in compliance with all comna
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Contractual Obligations

Contractual obligations are comprised as follows:

As at September 30, 2014 Payments Due by Period

($000s) Total 1-3 Year: 3-5 Years 5+ Year:

Finance lease obligations $ 12,65¢ $ 3,75C % 8334 $ 575

Operating leases 3,45¢ 3,28E 173 -

Purchase obligations 10,77: 10,772 - -
$ 26,89C $ 17,80¢ $ 8507 $ 575

In addition to the above, the Company also hast asseement obligations at September 30, 2014@mamount of $15.3 million for the LDI Mir
The Company also has contractual obligations reften accounts payable and has obligations relatéts credit facility and longerm debt. Th
Company obtained letters of credit of $14.4 millemfinancial surety for these future outlays.

Contingencies and Commitments
Please refer to notes 14, 17 and 20 of the Compdfipancial Statements. On July 2, 2014, the Compattled the B.R. Davidson claim for $
million, payable on or before December 1, 2014.

Related Party Transactions
There were no related party transactions for the month period ended September 30, 2014.

OUTSTANDING SHARE DATA

As of November 5, 2014, there were 386,514,777 comshares of the Company outstanding. In additlere were options outstanding pursua
the Amended and Restated 2013 Corporate Stock ©Optian entitling holders thereof to acquire 3,482,4ommon shares of the Company
weighted average exercise price of $1.45 per share.

At November 5, 2014, $1.8 million and $43.0 milli@f 2014 and 2012 convertible debentures were andstg and were convertible i
approximately 7.1 million and 14.8 million commdmases respectively.

In conjunction with the 2014 convertible debentuggsproximately 35.7 million common share purchaaerants at an exercise price of $0.578¢
share were issued. As at November 5, 2014, notleeafommon share purchase warrants had been edrcis

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Critical accounting policies generally include esites that are highly uncertain and for which cleang those estimates could materially impac
Company’s financial statements. The following actng policies are considered critical:

a. Use of estimates

The preparation of the condensed interim consa@ulfinancial statements in conformity with IFRS uzgs management to make judgme
estimates, and assumptions that affect the apiolicaf accounting policies and the reported amairdssets and liabilities, the disclosur:
contingent assets and liabilities at the date ef fihancial statements and the reported amount®wfnue and expenses during the
Significant estimates and assumptions relate toverability of mining operations and mineral explion properties. While managem
believes that these estimates and assumptioneaserrable, actual results could vary significantly.
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Certain assumptions are dependent upon reservésh vapresent the estimated amount of ore thatbeaeconomically and legally extrac
from the Company properties. In order to estimate reserves, assomspare required about a range of geologicahrieal and econom
factors, including quantities, grades, productiechniques, recovery rates, production costs, tategpn costs, commodity prices ¢
exchange rates. Estimating the quantity and/oregoddeserves requires the size, shape and demtre dfodies to be determined by analy
geological data such as drilling samples. This @ssanay require complex and difficult geologicalgments to interpret the data. Estim
and underlying assumptions are reviewed on an aggbasis. Revisions to accounting estimates aregrézed in the period in which t
estimates are revised and in any future periodxtgd.

Because the economic assumptions used to estiesgeves change from period to period, and becaldigceal geological data is genere
during the course of operations, estimates of vesamay change from period to period. Changesparted reserves may affect the Company’
financial results and financial position in a numbgways, including the following:

e Asset carrying values including mining interests/rha affected due to changes in estimated futwsk ftaws;

e Depreciation and amortization expensed in the staie of operations may change or be impacted wherk expenses are determi
by the units of production basis, or where the wisetonomic lives of assets change;

e Decommissioning, site restoration and environmeptaliisions may change where changes in estimaserves affect expectatic
about the timing or cost of these activities; and

e The carrying value of deferred tax assets may ahdog to changes in estimates of the likely regowéthe tax benefits.

I mpairment assessments of long-lived assets

The carrying amounts of the Company’s rimancial assets, excluding inventories and defetax assets, are reviewed at each reporting
to determine whether there is any indication of ampent. Impairment is assessed at the level ofi-gaserating units (“CGUs")An
impairment loss is recognized in the Consolidatedegnents of Operations and Comprehensive Losanfpexcess of carrying amount over
recoverable amount.

Impairment is determined for an individual assdess the asset does not generate cash inflowsatedahdependent of those generated
other assets or groups of assets, in which caséndividual assets are grouped together into CtBUsnpairment purposes.

The recoverable amount of an asset or cash-gemgnatit is the greater of its “value in usékgfined as the discounted present value c
future cash flows expected to arise from its cantig use and its ultimate disposal, and its “faifue less costs to selliefined as the be
estimate of the price that would be received tbaelasset in an orderly transaction between mar&eicipants at the measurement date,
costs of disposal. In assessing value in use,dtima&ted future cash flows are discounted to thesent value using a ptax discount rate th
reflects current market assessments of the timeevafl money and the risks specific to the asset.

An impairment loss is recognized in the Consolidég¢atements of Operations and Comprehensive Edse carrying amount of an asset
CGU exceeds its estimated recoverable amount.

Impairment losses recognized in prior periods asessed at each reporting date for any indicatimatsthe loss has decreased or no Ic
exists. An impairment loss on ndimancial assets other than goodwill is reversetiéfe has been a change in the estimates usedeiorine
the recoverable amount, only to the extent thatabsets carrying amount does not exceed the carrying amthat would have be
determined, net of amortization, if no impairmesgd had been recognized.
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Depreciation and amortization of mining interests

Mining interests relating to plant and equipmenining leases and claims, royalty interests, an@rotievelopment costs are recorded at
with depreciation and amortization provided on tiné-of-production method over the estimated remaining esiid palladium to be produc
based on the proven and probable reserves oreiavbnt that the Company is mining resources, progpate estimate of the resources m
or expected to be mined.

Mining interests relating to small vehicles andtai®r machinery with a determinable expected life sgcorded at cost with deprecia
provided on a straigHine basis over their estimated useful lives, raggrom three to seven years, which most closdlgats the expecte
pattern of consumption of the future economic bimefmbodied in the asset. Straidine depreciation is calculated over the depree
amount, which is the cost of an asset, less itduabvalue.

Significant components of individual assets aresssd and, if a component has a useful life thdiffisrent from the remainder of that as
that component is depreciated separately usinguttieof-production or straightne method as appropriate. Costs relating to larel no
amortized.

Leased assets are depreciated over the shortee tédse term and their useful lives unless ie@sonably certain that the Company will ok
ownership by the end of the lease term.

Depreciation methods, useful lives and residualeslare reviewed at each financial year-end andsedj if appropriate.
Revenue recognition

Revenue from the sale of metals in the course dihary activities is measured at the fair valuehef consideration received or receivable
of volume adjustments. Revenue is recognized whegsupsive evidence exists, usually in the formroerecuted sales agreement, tha
significant risks and rewards of ownership haventtegnsferred to the buyer, recovery of the comstiten is probable, the associated costs
possible return of goods can be estimated relighBre is no continuing management involvement withgoods, and the amount of reve
can be measured reliably. The timing of the transsbé risks and rewards varies depending on thigiohehl terms of the contract of sale.

Revenue from the sale of palladium anddsgeduct metals from the LDI Mine is provisionallgcognized based on quoted market prices
the delivery of concentrate to the smelter or desligd shipping point, which is when title transfaral significant rights and obligations
ownership pass. The Compasygmelter contract provides for final prices tadeéermined by quoted market prices in a period egilosnt to th
date of concentrate delivery. Variations from thevisionally priced sales are recognized as revemdjestments until final pricing
determined. Accounts receivable are recorded netstimated treatment and refining costs, which sargject to final assay adjustme
Subsequent adjustments to provisional pricing ansoduoe to changes in metal prices and foreign exgihare disclosed separately from in
revenues in the notes to the financial statements.

Asset retirement obligations

In accordance with Company policies, asset retirgméligations relating to legal and constructii#igations for future site reclamation ¢
closure of the Company’s mine sites are recognigleen incurred and a liability and correspondingetisse recorded at managemsnies
estimate. Estimated closure and restoration castspeovided for in the accounting period when th®igation arising from the relat
disturbance occurs.

The amount of any liability recognized is estimab@ded on the risk-adjusted costs required teegattisent obligations, discounted using a pre:
tax riskfree discount rate consistent with the time penbéxpected cash flows. When the liability is iaity recorded, a corresponding a:
retirement cost is recognized as an addition tarmgimterests and amortized using the unit of potidm method.
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The liability for each mine site is accreted overe and the accretion charges are recognizediaarce cost in the Consolidated Statemer
Operations and Comprehensive Loss. The liabilitgubject to reneasurement at each reporting date based on chandesount rates al
timing or amounts of the costs to be incurred. @earin the liability, other than accretion chargefating to mine rehabilitation and restora
obligations, which are not the result of curremdurction of inventory, are added to or deductednhftbe carrying value of the related a
retirement cost in the reporting period recognidédhe change results in a reduction of the ohbiaain excess of the carrying value of
related asset retirement cost, the excess balameeagnized as a recovery through profit or loghé period.

Adoption of New Accounting Standards
The following new accounting standards have beeptd by the Company.

IAS 32 Financial | nstruments. Presentation

This standard is amended to clarify requirementsftsetting of financial assets and financial lidies. The amendment is effective for anr
periods beginning on or after January 1, 2014. @mendment did not have a material impact on tinel@osed interim consolidated finan
statements of the Company.

| AS 36 Recoverable Amounts

This standard was amended in May 2013 to changdisitosure required when an impairment loss isgaized or reversed. The amendm
require the disclosure of the recoverable amourarofisset or cash generating unit at the time gairment loss has been recognize
reversed and detailed disclosure of how the assatfair value less costs of disposal has beernrdated. The amendments are effective
annual periods beginning on or after January 1420ith earlier adoption permitted. This amendmedt bt have a material impact on
condensed interim consolidated financial statemeiftise Company.

IFRIC 21 Accounting for Levies I mposed by Governments

This interpretation provides guidance on the oligaevent giving rise to a liability in connectiavith a levy imposed by a government,
clarifies that the obligating event is the activityt triggers the payment of the levy as iderdifiy the legislation. The interpretation is effee
for annual periods beginning on or after Januar30ll4. This amendment did not have a material ilmpad¢he condensed interim consolid:
financial statements of the Company.

New standards and interpretations not yet adopted

In addition to the new standards disclosed in tben@anys annual financial statements for the year endetkiber 31, 2013, the following n
standards and amendments to standards are ndfgaive as of the September 30, 2014 reporting dathave otherwise not yet been adopted t
Company. The Company is evaluating the impactyf, adoption of the standards will have on theld®aes in the Compars/'condensed inter
consolidated financial statements:

IAS 16 and | AS 38 Clarification of acceptable methods of depreciation and amortization

This pronouncement amends IAS 16 Property PlantBEapdpment and IAS 38 Intangible Assets to (i) ifjathat the use of a revenumse!
depreciation method is not appropriate for propeptgant and equipment, and (ii) provide a rebupsumption for intangible assets.
amendment is effective for years beginning on ¢eralanuary 1, 2016. This amendment is not expectdthve a material impact on
condensed interim consolidated financial statemeiftise Company.
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| FRS 15 Revenue from contracts with customers

This new standard on revenue recognition supercédi8s18 Revenue, IAS 11 Construction Contracts, asldted interpretations. T
amendment is effective for years beginning on terafanuary 1, 2017. The Company is presently atialy the potential impact of this n
standard on the condensed interim consolidateddiahstatements of the Company.

IFRS 9 Financial I nstruments: Classification and Measurement

On July 24, 2014 the IASB issued the complete IPRERS 9 (2014)) which will replace 1AS 3Bjnancial Instruments: Recognition a
Measurement In November 2009 the IASB issued the first varsid IFRS 9,Financial InstrumentgIFRS 9 (2009)) and subsequently iss
various amendments in October 2010, (IFRSrancial Instrument$2010)) and November 2013 (IFR3Bancial Instrument$2013)).

IFRS 9 (2009) introduces new requirements for thssification and measurement of financial assétsler IFRS 9 (2009), financial assets
classified and measured based on the business modklich they are held and the characteristictheir contractual cash flows. This inclu
the introduction of a third measurement categoryif@ncial assets — fair value through other cahpnsive income.

IFRS 9 (2010) introduces additional changes rajatinfinancial liabilities.

IFRS 9 (2013) includes a new general hedge acaaystandard which will align hedge accounting mdosely with risk management. T
new standard does not fundamentally change thestgbdéedging relationships or the requirement t@snee and recognize ineffectiven
however it will provide more hedging strategiest e used for risk management to qualify for healgeounting and introduce more judgn
to assess the effectiveness of a hedging relatijpnsh

Special transitional requirements have been seh&application of the new general hedging model.

IFRS 9 (2014) includes finalized guidance on thassification and measurement of financial assete flhal standard also amends
impairment model by introducing a new ‘expecteddirdoss’ model for calculating impairment, and new generatide accountir
requirements.

The mandatory effective date of IFRS 9 is for atpeiods beginning on or after January 1, 2018 mdt be applied retrospectively w
some exemptions. Early adoption is permitted. Estatement of prior periods is not required anghiy permitted if information is availak
without the use of hindsight. The Company is prédg@valuating the impact of adopting this standand does not intend to early adopt IFF
(2009), IFRS 9 (2010) or IFRS 9 (2013) and/or IFR@014) in its financial statements for the anmeiod beginning on January 1, 2015.

RISKS AND UNCERTAINTIES

The risks and uncertainties are discussed wittenGbmpany’s most recent Form BQAnnual Information Form on file with the SEC a@dnadia
provincial securities regulatory authorities, thentbany’s Short Form Base Shelf Prospectus filedFehruary 12, 2013, and the Company’
Prospectus Supplement filed on April 8, 2014.
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INTERNAL CONTROLS

Disclosure Controls and Procedures

Management is responsible for the information disetl in this MD&A and has in place the appropriafermation systems, procedures and con
to ensure that information used internally by mamagnt and disclosed externally is, in all mategapects, complete and reliable.

For the nine months ended September 30, 2014, hiref Executive Officer and Chief Financial Officeertify that they have designed, or cause
be designed under their supervision, disclosurdralsnand procedures to provide reasonable asseirrat material information relating to
Company and its consolidated subsidiaries woulchbde known to them by others within those entities.

The disclosure controls and procedures are evauwataually through regular internal reviews which aarried out under the supervision of,
with the participation of, the Company’s managemeniuding the Chief Executive Officer and Chief&ncial Officer.

Internal Control over Financial Reporting

For the nine months ended September 30, 2014, hiedf Executive Officer and Chief Financial Officeertify that they have designed, or cause
be designed under their supervision, internal odstover financial reporting to provide reasonasédsurance regarding the reliability of finan
reporting and the preparation of the financialestagnts for external purposes in accordance wittfSIFR

There have been no changes in the Compaimyernal controls over the financial reportingitttoccurred during the nine month period el
September 30, 2014 that have materially affectedrereasonably likely to materially affect, then@any’s internal control over financial reporting.

Management is responsible for establishing and tai@img adequate internal controls over financigbarting. Internal control over financ
reporting, no matter how well designed, has inheliemtations and can only provide reasonable amste, not absolute assurance, with respect
preparation and fair presentation of published rfoial statements and management does not expebt cardrols will prevent or detect
misstatements due to error or fraud. The Compangnsinually evolving and enhancing its systemsaftrols and procedures.

Under the supervision and with the participatiorihaf Chief Executive Officer and the Chief Finah&#icer, management performs regular inte
reviews and conducts an annual evaluation of tfectfeness of its internal control over financiaporting based on the framework in Inte
Control — Integrated Framework issued by the Comemiof Sponsoring Organizations of the Treadway @@sion (1992).

OTHER INFORMATION

Additional information regarding the Company isluded in the Company’s Annual Information Form akxthual Report on Form 4B; which an
filed with the SEC and the provincial securitiegukatory authorities, respectively. A copy of thentbanys Annual Information Form is posted
the SEDAR website at www.sedar.com. A copy of timadal Report or Form 40-F can be obtained fronSBE’s website at www.sec.gov.
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NON-IFRS MEASURES

This MD&A refers to cash cost per ounce, adjustetlloss, EBITDA and adjusted EBITDA which are netagnized measures under IFRS. ¢
Non-IFRS financial measures do not have any standatdizeaning prescribed by IFRS and are thereforekelglito be comparable to simi
measures presented by other issuers. Managementhese measures internally. The use of these mesasnables management to better a
performance trends. Management understands thatnhaer of investors, and others who follow the Conyis performance, assess performant
this way. Management believes that these measetter beflect the Comparg/performance and are better indications of iteeteul performance
future periods. This data is intended to providditmhal information and should not be considenedsblation or as a substitute for measure
performance prepared in accordance with IFRS.

2013 was a transition year for the Company as & siaking the shaft and completing related infradtire at the same time it was developing
transitioning to mining the Offset zone. As a resile 2013 financial results would not be directynparable to the prior or future years.

The following tables reconcile these non-IFRS messto the most directly comparable IFRS measures:

Cash Cost Per Ounce of Palladium
The Company uses this measure internally to ewvaltet underlying operating performance of the Camgdar the reporting periods presented.
Company believes that providing cash cost per oafioers the ability to better evaluate the resaftthe underlying business of the Company.

Cash cost per ounce include mine site operatingsgch as mining, processing, administration ayalties, but are exclusive of depreciat
amortization, reclamation, capital and exploratiosts. Cash cost per ounce calculation is redugezh byproduct revenue and is then dividec
ounces sold to arrive at the pyaduct cash cost per ounce of sales. This meaaloeg with revenues, is considered to be a keicatdr of ¢
Company'’s ability to generate operating earningsaash flow from its mining operations.

The Companys primary operation relates to the extraction dfagaum metal. Therefore, all other metals extredteconjunction with the palladiu
metal are considered to be a by-product creditfempurposes of the cash cost calculation.

Reconciliation of Palladium Cash Cost per Ounce

For the nine months

For the three months ended ended September 30

(expressed in thousands of dollars except  Sep 3( June 3( Mar 31 Dec 31 Sep 3(
ounce and per ounce amounts) 2014 2014 2014 2013 2013 2014 2013
Production costs including overhead $ 30,11¢ $ 30,35¢ $ 29,73¢ $ 31,15: $ 21,66: $ 90,20¢ $ 76,30¢F
Smelting, refining and freight costs 4,007 4,13C 4,187 3,864 2,922 12,32( 10,13C
Royalty expense 1,761 2,184 2,074 1,66¢ 1,464 6,01¢ 4,865
Mine restoration costs, net of insurance
recoveries - - - - 1,214 - 1,265
Operational expenses 35,88¢ 36,66¢ 35,99- 36,68¢ 27,26° 108,54¢ 92,56°
Less by-product metal revenue 12,511 14,10: 14,63¢ 12,42¢ 10,70: 41,252 37,721

$ 23372 $ 22566 $ 21,35¢ $ 24261 $ 1656( $ 67,290 $ 54,84
Divided by ounces of palladium sold 36,43( 40,71¢ 39,48~ 35,20¢ 27,37( 116,631 99,74¢
Cash cost per ounce (CDN$) $ 642  $ 554 % 541  $ 689 $ 605 $ 577  $ 550
Average exchange rate (CDN$1 — US$) 0.92 0.92 0.91 0.90 0.96 0.91 0.98
Cash cost per ounce (US$), net of by-
product credits $ 589 $ 510 $ 492 $ 620 $ 581 $ 527 $ 539
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Adjusted EBITDA
The Company believes that EBITDA and Adjusted EBAT&re valuable indicators of the Compasgbility to generate operating cash flow to 1
working capital needs, service debt obligationsl, famd capital expenditures.

EBITDA excludes the impact of the cost of financiagtivities and taxes, and the effects of changegpierating working capital balances,
therefore is not necessarily indicative of ope@finofit or cash flow from operations as determineder IFRS.

Other companies may calculate EBITDA differentlydjésted EBITDA is a nohFRS financial measure, which excludes the follgvfrom loss
income and mining tax expense; interest expens®tmed costs, net; depreciation and amortizatigplagation; mine startyp and closure costs; as
impairment charges and insurance recoveriestiome€osts (mine restoration costs due to floodratilement payments); and, foreign exchange
(gain).

For the nine months

For the three months ended ended September 30
Sep 3( June 3l March 31 December 3 Sep 3(
($000s) 2014 2014 2014 2013 2013 2014 2013
Loss and comprehensive loss from
continuing operations for the year $(18,79() $ (9,957) $ (26,66€) $ (11,74€) $ (5,324) $ (55,41%) $ (36,949
Income and mining tax recovery - - - (2,157) - - -
Interest and other income (1,524) (2,687) (21) (223) (214) (3,924) (1,532)
Interest expense and other costs 10,24¢ 16,01( 13,282 1,182 2,53¢ 39,22¢ 7,05C
Financing costs (915) 4,34¢ 4,03¢€ 652 677 7,46¢ 3,07¢
Loss on extinguishment of debt - - - - - - 11,03t
Depreciation and amortization 6,894 8,174 10,36¢ 6,274 6,144 25,43¢ 19,23:
EBITDA $ (4090 $ 1588t $ 999 $ (6,017) $ 3,81¢ $ 12,797 $ 369
Exploration 2,56€ 1,891 768 1,36C 3,874 5,22¢ 10,90¢
Insurance recoveries, net of mine
restoration costs and retirement
payments - - - - (1,219 - (1,263)
Inventory price adjustment - - - 675 - - -
Foreign exchange loss (gain) on US$
denominated debt 9,811 (7,335) 7,97¢ 5,351 (3,290 10,452 2,027
Adjusted EBITDA $ 8287 $ 1044¢ $ 9,74 $ 1,36¢ $ 3,18 $ 28474 $ 12,03¢
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Adjusted net loss

The Company uses this measure internally to ewvaltret underlying operating performance of the Camgpfar the reporting periods presen
Providing adjusted net loss allows the reader Hikityato better evaluate the results of the ungied business of the Company.

Adjusted net loss is a NdRRS financial measure, which excludes the follayirom loss: exploration; income from discontinuggkerations; min
startup costs and closure costs; asset impairment change insurance recoveries; mine restoration ahststo flood and retirement payme
foreign exchange loss; loss on extinguishment bf;dess in investments held for trading; and, ficiag costs.

Three months ended September 30  Nine months ended September 30

($000s) 2014 2013 2014 2013
Loss and comprehensive loss for the year $ (18,790) $ (5,324) % (55,413 % (34,440
Exploration 2,56€ 3,874 5,22t 10,90¢
Income from discontinued operations - - - (2,509)
Mine restoration costs, net of (insurance recosgiaad

retirement payments - (1,214) - (1,263%)
Foreign exchange loss (gain) on US$ denominatet deb 9,811 (3,290) 10,452 2,027
Loss on extinguishment of debt - - - 11,03t
Financing costs (income) (915) 677 7,46¢ 3,07¢€
Loss on investments held for trading 337 1,37z 710 2,217
Legal settlement - - 1,00C -
Adjusted net loss $ (6,991) $ (3,904) % (30,557) $ (8,951)
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Condensed Interim Consolidated Balance Sheets
(expressed in thousands of Canadian dollars)

Exhibit 99.2

(unaudited)
September 3( December 3
Notes 2014 2013
ASSETS
Current Assets
Cash and cash equivalents $ 11,792  $ 9,792
Accounts receivable 5 52,53¢ 38,55¢
Inventories 6 14,827 14,23¢
Other assets 7 1,094 6,96¢
Total Current Assets 80,24¢ 69,55¢€
Non-current Assets
Mining interests 8 446,79: 456,23¢
Total Non-current Assets 446,792 456,23¢
Total Assets $ 527,041 $ 525,79¢
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities
Accounts payable and accrued liabilities $ 18,34z 3 48,797
Credit facility 5 25,11« 17,834
Current portion of obligations under finance leases 10 3,21C 2,98¢
Current portion of long-term debt 11 7,704 173,65¢
Current derivative liability 11 1,09¢ 492
Total Current Liabilities 55,46¢ 243,767
Non-current Liabilities
Income taxes payable 125 1,28€
Asset retirement obligation 9 15,347 13,63¢
Obligations under finance leases 10 8,40E 8,744
Long-term debt 11 212,49( 35,86/
Total Non-current Liabilities 236,36 59,53:
Shareholders’ Equity
Common share capital and purchase warrants 12 866,10¢ 798,411
Stock options and related surplus 9,554 9,12¢
Equity component of convertible debentures, néssife costs 11 6,931 6,931
Contributed surplus 8,87z 8,87z
Deficit (656,26() (600,847)
Total Shareholders’ Equity 235,20¢ 222,49¢
Total Liabilities and Shareholders’ Equity $ 527,041 $ 525,79¢

Commitments — Note 14
Contingencies — Note 17
Subsequent events — Note 20

See accompanying notes to the condensed interim consolidated financial statements
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Condensed Interim Consolidated Statements of Opasand
Comprehensive Loss
(expressed in thousands of Canadian dollars, estepe and per share amounts)

(unaudited)
Three months endi Nine months ende
September 3 September 3
Notes 2014 2013 2014 2013
Revenue 15 $ 46,441 $ 33,34¢  $ 145,67¢ $ 113,651
Mining operating expenses
Production costs 30,11¢ 21,665 90,20¢ 76,30¢
Smelting, refining and freight costs 4,007 2,922 12,32( 10,13C
Royalty expense 1,761 1,464 6,01¢ 4 86E
Depreciation and amortization 6,894 6,144 25,43¢ 19,23:
Loss (gain) on disposal of equipment 150 (24) 1,37C 1,03C
Total mining operating expenses 42 92¢ 32,16¢ 135,35: 111,56%
Income from mining operations 3,51% 1,17¢ 10,32: 2,08¢
Other expenses
Exploration 2,56¢€ 3,874 5,22F 10,90¢
General and administration 2,12C 2,92 7,28k 8,01¢
Interest and other income 16 (1,524) (214) (3,929 (1,74¢€)
Interest expense and other costs 16 10,24¢ 2,53¢ 39,22¢ 5,72C
Financing costs 11 (915) 677 7,46¢ 3,07¢
Loss on extinguishment of long-term debt - - - 11,03t
Foreign exchange loss (gain) 9,811 (3,290 10,452 2,027
Total other expenses 22,30: 6,50z 65,73¢ 39,037
Loss from continuing operations before taxes (18,790 (5,329 (55,417) (36,94¢)
Income and mining tax recovery - - - -
Loss and comprehensive loss from continuing
operations for the period $ (18,790) $ (5,324) $ (55,415 $ (36,949)
Income and comprehensive income from
discontinued operations for the period 4 - - - 2,50¢
Loss and comprehensive loss for the period $ (18,790) $ (5,324) $ (55,415) $ (34,440)
Loss per share
Basic $ (0.05) $ (0.03) $ (0.17) $ (0.19)
Diluted 12(d) $ (0.05) $ (0.03) $ (0.17) $ (0.19)
Loss from continuing operations per share
Basic $ (0.05) $ (0.03) $ (0.17) $ (0.20)
Diluted $ (0.05) $ (0.03) $ (0.17) $ (0.20)
Income from discontinued operations per share
Basic $ - $ - 3 - $ 0.01
Diluted $ - 3 - 3 - $ 0.01
Weighted average number of shares outstandir
Basic 12(d) 384,432,24 194,555,42 322,842,48 183,904,75
Diluted 12(d) 384,432,24 194,555,42 322,842,48 183,927,09

See accompanying notes to the condensed interim consolidated financial statements
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Condensed Interim Consolidated Statements of ClastsF
(expressed in thousands of Canadian dollars)

(unaudited)
Three months end: Nine months ende
September 3 September 3
Notes 2014 2013 2014 2013
Cash provided by (used in)
Operations
Loss from continuing operations for the peri $ (18,790) $ (5,324) % (55,415) % (36,94¢9)
Operating items not involving cash
Depreciation and amortization 6,894 6,144 25,43¢ 19,23:
Accretion expense 16 1,711 970 1,272 2,86¢
Loss on extinguishment of debt - - - 11,03t
Sharebased compensation and emplc
benefits 12(f) 549 498 1,57z 973
Unrealized foreign exchange loss (gain) 7,952 (1,892) 8,53¢ 2,011
Loss on disposal of equipment 150 2,004 1,37C 3,05¢
Interest expense and other 16 6,952 55 32,92 23
Financing costs 11 (915) - 7,46¢ -
4,50¢% 2,45k 23,16~ 2,258
Changes in non-cash working capital 18 3,51¢ (433) (35,697) 85
8,024 2,02z (12,5372) 2,33¢
Financing Activities
Issuance of common shares and warrants, 1
issue costs - 9,47¢ (38) 19,091
Issuance of convertible debentures, net of i
costs 11 (239) - 61,204 -
Credit facility 5 (569) (7,241) 5,53¢ 6,951
Repayment of senior secured notes 11 - - - (79,200)
Settlement of palladium warrants 11,2C - (1,747) - (1,747)
Net proceeds of senior secured term loan 11 - - - 131,941
Repayment of obligations under finance lea: (930) (595) (2,61€) (2,16¢)
Interest paid (32,207) (1,982) (33,76¢) (7,88¢)
Other financing costs (779) - (1,674) -
(34,720) (2,087) 28,64¢€ 66,97¢
Investing Activities
Additions to mining interests, net (5,817) (26,88¢%) (14,272) (92,75¢)
Proceeds on disposal of mining interests, ne - 175 159 1,165
(5,817) (26,710) (14,115) (91,597)
Increase (decrease) in cash from continuing
operations (32,517) (26,775) 1,99¢ (22,27¢)
Net cash provided by discontinued operations 4 - - - 20,14z
Increase (decrease) in cash (32,517) (26,775) 1,99¢ (2,134)
Cash and cash equivalents, beginning of period 44,30¢ 44,80¢ 9,79z 20,16¢
Cash and cash equivalents, end of period $ 11,792 $ 18,03« $ 11,792 $ 18,03¢
Cash and cash equivalents consisting of:
Cash $ 11,792 $ 18,03¢ 3 11,792  $ 18,03¢
Short-term investments - - - -
$ 11,792 $ 18,03¢ $ 11,792 $ 18,03¢
Foreign exchange included in cash balance $ 558 $ 211 $ 558 $ 211

See accompanying notes to the condensed interim consolidated financial statements
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Consolidated Statements of Shareholders’ Equity
(expressed in thousands of Canadian dollars, extepe amounts)

(unaudited)
Equity
component
of Total
Number Capital Stock convertible Contributed shareholders’
Notes of shares stock options debentures surplus Deficit equity

Balance, January 1, 2013 12 177,127,83 $776,63: $ 9,12t $ 6,931% 8,87% $(554,662)% 246,90(
Common shares issued:
Settlement of obligation relating

production targets 709,22( 1,00C - - - - 1,00C
Settlement of NAP Quebec disposal ¢ 4 203,80( 300 - - - - 300
Private placement of flowhrougt

shares, net of issue costs 17,258,33 19,091 - - - - 19,091
Premium on issuance of flotlwougl

shares - (517) - - - - (517)
Warrants:
Palladium warrants exercised 11 574,73¢ 638 - - - - 638
Stock based compensation:
Stock-based compensation expense 12(b) 907,447 1,09z (220) - - - 973
Net loss and comprehensive loss for

period ended September 30, 2013 - - - - - (34,440 (34,440)
Balance, September 30, 2013 196,781,37 $798,237 $ 9,00t $ 6,931% 8,87% $(589,101)% 223,94
Balance, January 1, 2014 197,109,922 $798,411 $ 9,12¢ $ 6,931% 8,872 $(600,84)% 222,49¢
Common shares issued:
Pursuant to conversion of converti

debentures (Tranche 1) 11 76,407,811 30,871 - - - - 30,871
Pursuant to conversion of converti

debentures (Tranche II) 11 108,972,40. 35,717 - - - - 35,717
Private placement of flowhrougt

shares, net of issue costs - (38) - - - - (38)
Stock based compensation:
Stock-based compensation 12(b)() 2,452,77¢ 1,147 426 - - - 1,57¢
Net loss and comprehensive loss for

period ended September 30, 2014 - - - - - (55,417 (55,417)
Balance, September 30,2014 384,942,92 866,10¢ 9,554 6,931 8,87%  (656,26() 235,20¢

See accompanying notes to the condensed interim consolidated financial statements
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Notes to the condensed interim consolidated firerstatements
(expressed in thousands of Canadian dollars, exsghare amounts and metal prices)

1. NATURE OF OPERATIONS

North American Palladium Ltd.“NAP”) is domiciled in Canada and was incorporated on eédaiper 12, 1991 under the Canadian Bus
Corporations Act. The address of the Companggistered office is 200 Bay Street, Suite 23&@yal Bank Plaza South Tower, Toronto, Onti
Canada, M5J 2J2. The Company’s 100%-owned subgididrac des lles Mines Ltd. (“LDI").

NAP operates the LDI palladium mine, located noghkivof Thunder Bay, Ontario, which started prodggd@lladium in 1993. The Company
transitioning the LDI mine from mining via ramp ass to mining via shaft while utilizing bulk minimgethods.

The Company also previously held 100% ownershipl&P Quebec Mines Ltd. (“NAP Quebecidhd on March 22, 2013, the Company comp
the sale of NAP Quebec resulting in the dispositiball gold division assets.

The condensed interim consolidated financial stateémfor the Company as at September 30, 2014 @arntié¢ three and nine month periods el
September 30, 2014, include the Company and itsidialy (collectively referred to as the “Company”)

2. BASIS OF PRESENTATION

Statement of Compliance

These condensed interim consolidated financiaestants have been prepared in accordance with aitenal Financial Reporting Stands
(“IFRS”) as issued by the International AccountiBgndards Board (“IASB”)applicable to the preparation of these financialeshents, includir
IAS 34, Interim Financial Reporting.

These condensed interim consolidated financiaéstants should be read in conjunction with the Camjsaannual financial statements for the
ended December 31, 2013, which have been prepaztordance with IFRS as issued by the IASB.

Basis of Measurement

These condensed interim consolidated financiakstanhts have been prepared on the historical ca$$,bexcept for the following items in 1
consolidated balance sheet:

@) Accounts receivable and related derixatnstruments are measured at fair value.
(ii) Financial instruments at fair valuedhgh profit or loss are measured at fair value.
(i) Liabilities for cash-settled share-based paymemingiements are measured at fair value.

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies disclosed in the Comparmyinual financial statements for the year endeztiber 31, 2013 have been applied consist
by all of the Company’s entities for all periodegented in these condensed interim consolidataddial statements, unless otherwise indicated.

Basis of Consolidation
These condensed interim consolidated financiaéstants include the accounts of NAP and its wholiyred subsidiary.
5
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Adoption of New Accounting Standards
The following new accounting standards have beeptd by the Company.
IAS 32 Financial I nstruments: Presentation

This standard is amended to clarify requirement®ffsetting of financial assets and financial lidies. The amendment is effective for anr
periods beginning on or after January 1, 2014. @mgndment did not have a material impact on tinel@osed interim consolidated finan
statements.

| AS 36 Recoverable Amounts

This standard was amended in May 2013 to changdisitosure required when an impairment loss isgaized or reversed. The amendm
require the disclosure of the recoverable amourdarofisset or cash generating unit at the time gairment loss has been recognize
reversed and detailed disclosure of how the assacfair value less costs of disposal has beenrdated. The amendments are effective
annual periods beginning on or after January 1420ith earlier adoption permitted. This amendmedtmbt have a material impact on
condensed interim consolidated financial statemefitise Company.

IFRIC 21 Accounting for Levies | mposed by Governments

This interpretation provides guidance on the obiigpevent giving rise to a liability in connectiovith a levy imposed by a government,
clarifies that the obligating event is the activityt triggers the payment of the levy as iderdifiy the legislation. The interpretation is effee
for annual periods beginning on or after Januard0lL4. This amendment did not have a material ilmpadhe condensed interim consolid:
financial statements of the Company.

New standards not yet adopted

In addition to the new standards disclosed in tben@anys annual financial statements for the year endezkidber 31, 2013, the followi
new standards and amendments to standards aremneffgctive as of the September 30, 2014 repodatg or have otherwise not yet b
adopted by the Company. The Company is evaluatiegirhpact, if any, the adoption of the standard$ dve on the disclosures in -
Company’s condensed consolidated financial statesnen

IAS 16 and | AS 38 Clarification of acceptable methods of depreciation and amortization

This pronouncement amends IAS 16 Property PlantBEapdpment and IAS 38 Intangible Assets to (i) ifyathat the use of a revenumse!
depreciation method is not appropriate for propeptgant and equipment, and (ii) provide a rebupsumption for intangible assets.
amendment is effective for years beginning on ¢eralanuary 1, 2016. This amendment is not expectdthve a material impact on
condensed interim consolidated financial statemeiftise Company.

| FRS 15 Revenue from contracts with customers

This new standard on revenue recognition supercb®s18 Revenue, IAS 11 Construction Contracts, agldted interpretations. T
amendment is effective for years beginning on terafanuary 1, 2017. The Company is presently atialy the potential impact of this n
standard on the condensed interim consolidateddinhstatements of the Company.

IFRS 9 Financial I nstruments: Classification and Measurement

On July 24, 2014 the IASB issued the complete IFRERS 9 (2014)) which will replace IAS 39, Finsdnstruments: Recognition a
Measurement. In November 2009 the IASB issued itkeersion of IFRS 9, Financial Instruments (IFR$2009)) and subsequently iss
various amendments in October 2010, (IFRS 9 Fimdfrestruments (2010)) and November 2013 (IFRSrakéial Instruments (2013)).
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IFRS 9 (2009) introduces new requirements for thesification and measurement of financial assétsler IFRS 9 (2009), financial assets
classified and measured based on the business mnodbich they are held and the characteristicthefr contractual cash flows. This inclu
the introduction of a third measurement categoryif@ncial assets — fair value through other cahpnsive income.

IFRS 9 (2010) introduces additional changes rajatinfinancial liabilities.

IFRS 9 (2013) includes a new general hedge acamyustandard which will align hedge accounting mdosely with risk management. T
new standard does not fundamentally change thestgbdéedging relationships or the requirement t@snee and recognize ineffectiven
however it will provide more hedging strategiest e used for risk management to qualify for healgeounting and introduce more judgn
to assess the effectiveness of a hedging relatijpnsh

Special transitional requirements have been sehfapplication of the new general hedging model.

IFRS 9 (2014) includes finalized guidance on thassification and measurement of financial asset& fihal standard also amends
impairment model by introducing a new ‘expectedditrdoss’ model for calculating impairment, and new generatide accountir
requirements.

The mandatory effective date of IFRS 9 is for ahmpexiods beginning on or after January 1, 2018 mndt be applied retrospectively w
some exemptions. Early adoption is permitted. Estatement of prior periods is not required anghiy permitted if information is availak
without the use of hindsight. The Company is prégevaluating the impact of adopting this standand does not intend to early adopt IFF
(2009), IFRS 9 (2010) or IFRS 9 (2013) and/or IFR@014) in its financial statements for the anmpeiod beginning on January 1, 2015.

DISCONTINUED OPERATIONS

On March 22, 2013, the Company divested of itsrégein its gold division through the disposal tfcd the shares of its whollgwned subsidiar
NAP Quebec. As a result, the Company has presghtedondensed interim consolidated financial statémto segregate the gold divisior
discontinued operations from those balances rejatinthe Company’s continuing operations for thequeto March 22, 2013.

5.

ACCOUNTS RECEIVABLE

Accounts receivable consist of the following:

At September 3( At December 3

2014 2013
Accounts receivable $ 49,887 $ 38,36¢
Unrealized gain on financial contraéts 2,64¢ 192
Accounts receivable $ 5253¢ $ 38,55¢

1

As at September 30, 2014, a total of 32,500 ouoftpast palladium production delivered and soldtsmelter, was priced using forward prices for thenth of final settlement at
an average price of $950 per ounce of palladiumo@eber 31, 2013 — 31,000 ounces of past palladiodyztion at an average price of $768 per ounce)uArealized gain of
$2.6 million has been recorded in accounts recdvalb September 30, 2014 (December 31, 2013 — lireelgain of $0.2 million). Refer to note 14.

Accounts receivable represents the value of atirplen group metals (“PGMs”), gold and certain basstals contained in LD$' concentrate shipp
for smelting and refining, using the SeptemberZL,4 forward metal prices and foreign exchangesrapplicable for the month of final settlem
and for which significant risks and rewards haemsferred to third parties.

All of the accounts receivable are due from oneta@usr at September 30, 2014 (December 31, 20f8o-customers). A reserve for doub
accounts has not been established, as in the apofiosnanagement, the amount due will be fully cied. The Company is not economic
dependent on its customers, refer to note 15.
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First priority security on accounts receivable amgentories of concentrate, crushed and brokerantesecond priority security on the fixed as
have been pledged as security against a credityagith a Canadian chartered bank, which maturdg 3, 2015, and which is to be used for wor
capital liquidity and general corporate purposdse Thaximum that can be utilized under the faciktghe lesser of US$60 million and an am«
determined by a borrowing base calculation. Theitfacility contains certain financial covenaras, defined in the agreement, including senior
to earnings before interest, taxes, depreciatiah amortization ratios, which are effective in tloeith quarter of 2014, and adjusted current
requirements, minimum tangible net worth requireteemd capital expenditure limits which becamedatiffe June 7, 2013 which, if not met, wo
result in an event of default. The loan also ineludertain other covenants, including material esb/ehange provisions and craffault provision
with the senior secured term loan. Certain evehtietault result in the credit facility becomingrimediately due, while other events of default ez
the lender to demand repayment. As of Septembe2®B}, the Company was in compliance with the canen

Under the credit facility, as of September 30, 20tte Company utilized US$13.7 million ($15.4 nafl) for letters of credit, primarily fi
reclamation deposits and has drawn down US$22libm{$25.1 million). During the three months endgeptember 30, 2014 the Company mad
principal payments of US$0.5 million ($0.6 millioahd net US$5.0 million ($5.5 million) was drawnadoduring the nine months ended Septel
30, 2014.

6. INVENTORIES

Inventories consist of the following:
At September 3( At December 3

2014 2013
Suppliest $ 10,79t $ 10,32(
Concentrate inventor’y 278 2,157
Crushed and broken ore stockpﬂe?s 3,754 1,762
Total $ 14,827 $ 14,23¢
1 This portion of inventories has been pledged asrityoon the Company’s credit facility. Refer taa&.
2 Crushed and broken ore stockpiles represent coamsehat has been extracted from the mine andaslawe for further processing.

All inventory amounts are carried at cost as at&aper 30, 2014.

7. OTHER ASSETS

Other assets consist of the following:
At September 3( At December 3

2014 2013

Prepaids $ 524 $ 1,48¢
HST receivable 488 4.42C
Investments 15 150
Other 67 910
$ 1,094 $ 6,96¢&

1 On March 22, 2013, the Company sold its investimeNAP Quebec. A portion of the proceeds on the sals equity-settled by the purchaser. Any gailoss in the value of the
investments is recognized in the consolidated istangs of operations and comprehensive loss. Thedhie of the investments at initial recognitioasa$1.4 million and was less
than $0.1 million at September 30, 2014 (DecemteB813 - $0.2 million).
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8. MINING INTERESTS

Mining interests are comprised of the following:

Mining leases

and claims,
Underground Equipment royalty
Plant and mine under finance interest, and
equipment development! lease! developmen Total
Carrying amounts
As at
December 31, 2013 $ 56,181 $ 377,74¢ % 11,55¢ $ 10,75C $ 456,23¢
As at
September 30, 2014 $ 62,45 $ 361,58: $ 11,51¢  $ 11,23t $ 446,79

1 No interest was capitalized to mining intereststfa three and nine month periods ended Septenth@034. For the year ended December
31, 2013, $19.6 million of interest costs on loagyt debt was capitalized to mining interests.

Depreciation and amortization

As a result of the finalization of the technicgboet for the LDI mine, which was released on MaBdh 2014, the Company revised its estimate of in-
situ ounces of palladium used as the denominatoarfwortization of certain of its assets under thi-of-production method. The revised estin
was based on the inclusion of proven and probaderves and measured resources expected to betegniereserves based on prior convel
rates. This change in estimate has been prosplycsipplied for all depreciation and amortizatiofcedations for March 2014 onward.

Asset restrictions and contractual commitments

The Companys assets are subject to certain restrictions tndiid property, plant and equipment. Certain asset pledged as security for cr
agreement arrangements and senior secured leSgersiotes 5 and 11.

9. ASSET RETIREMENT OBLIGATION AND RECLAMATION DEPOSIT S

At September 30, 2014, the changes in asset retireabligation (“ARO”) and the related mine restana deposit are as follows:

Asset retirement obligation, beginning of periodontinuing operations $ 13,63¢
Change in discount rate and estimated closure costs 1,44C
Accretion expense 269
Asset retirement obligation, end of period — canitig operations $ 15,347

Undiscountec

Assel Mine closure asse
Expected timing retirement plan Letter of credit retirement
Property of cash flows obligation requirement outstanding obligation
Continuing Operations:
LDI mine ! 202 % 15,347 $ 14,222 $ 14,05t 18,56¢
1 Including a letter of credit for Shebandowan Wesijgxt, the total ARO-related letters of credit stainding are $14.4 million.
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The key assumptions applied for determination efARO are as follows as at:

At September 3( At December 3

2014 2013
Continuing Operations:
Inflation 2.0C% 2.00%
Market risk 5.0C% 5.00%
Discount rate 2.05% 2.75%

The ARO may change materially based on future obsungoperations, costs of reclamation and cloaatigities, and regulatory requirements.

10. LEASES

At the respective reporting dates, the Companypeaty to the following lease arrangements:
FINANCE LEASES (OBLIGATIONS UNDER FINANCE LEASES)

The Company leases production equipment under sbeumf finance lease agreements. Some leases proived Company with the option
purchase the equipment at a beneficial price. Basdd equipment secures the lease obligationsn&hearrying amount of leased plant
equipment at each reporting date is summarizecoie B under the category of equipment under findeases.

The following is a schedule of future minimum legsgyments under finance leases together with tesept value of the net minimum le
payments at each reporting date:

September 30, 201 December 31, 20!
Present Preser
Future value of Future value of
minimum minimum minimum minimum
lease lease lease lease
payments Interest payments payment: Interes payment:
Less than one year $ 3,74¢ 3 539 $ 321C % 354z % 554 % 2,98¢
Between one and five years 8,91C 505 8,40t 9,41¢ 674 8,744
$ 12,65¢ $ 1,044 $ 11,61¢ $ 12,96( $ 1,22¢ $ 11,732
Less current portion 3,21C 2,98¢
$ 8,40¢ $ 8,744

OPERATING LEASES
The following schedule provides the future minimigase payments under noancellable operating leases outstanding at eatttea&porting date

At September 3( At December 3

2014 2013

Less than one year $ 1,74 $ 1,892
Between one and five years 1,71C 2,54kE
More than five years - 11
$ 3,45¢ 3% 4,44¢
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The total minimum lease payments recognized in es@eluring each of the stated three and nine nemttperiods ending are as follows:

Three months end Nine months ende

September 3 September 3

2014 2013 2014 2013

Minimum lease payments expensed $ 819 $ 683 $ 2,66 % 1,81z

11. LONG-TERM DEBT

Long-term debt is comprised of the following agath reporting date:

At September 3( At December 3

2014 2013
Senior secured term loan $ 179,92¢ $ 173,65¢
Convertible debentures (2012) 37,05¢ 35,86¢
Convertible debentures and warrants (2014 - Tratghe 1,24¢ -
Convertible debentures and warrants (2014 - Tra@¢he 1,96E -
$ 220,19¢ % 209,52(
Less current portioi"n 7,704 173,65¢
$ 212,49 $ 35,864

1 Subsequent to December 31, 2013, following recéiptaivers from the Company’s senior secured temdér for covenant violations disclosed in the Canys financial

statements for the year ended December 31, 20@3uilvent portion was reclassified as non-current.
Senior secured term loan

On June 7, 2013, the Company closed a US$130 m#kmior secured term loan financing with Brookfi€lapital Partners Ltd. ("Brookfield") whi
bore interest at 15% per annum and is due Jun@l7, Zhe loan is secured by first priority secudtythe fixed assets and second priority secun
accounts receivable and inventory. NAP has theonpt accrue interest during the first two yearshef loan; in which case, the interest rate ol
loan and accrued interest would increase by 4%.|3%&e contains covenants, as defined in the agnegrmeluding senior debt to earnings be
interest, taxes, depreciation and amortizatiorosativhich are effective in the fourth quarter ofl20and minimum tangible net worth requirem
and capital expenditure limits which became effectiune 7, 2013 which, if not met, would resulainevent of default.

At closing, the Company exercised an option to idafeommitment fee of US$3.9 million for a periddup to two years. As a result, the balanc
the commitment fee was added to the principal aotihg with interest on the outstanding fee compingmmonthly until repaid.

In addition to the term loan and the commitmentifeduded in the principal, the loan agreement aistuded provision for the payment of an exit
equal to 5% of term loan principal settlementdattime of repayment.

On November 29, 2013, the Company amended its issagured term loan resulting in an additional adeaof US$21.4 million of cash. The c
received consisted of an additional US$15.0 milkaided to the existing facility and a refund of B3$million of cash interest previously paic
Brookfield.

Pursuant to the 2013 amendment, the interest raserecalculated as if NAP had elected to accredst on the loan from the date of the oric
closing on June 7, 2013, resulting in a 4% increzfsthe interest rate from 15% to 19% until the @amy voluntarily reverts to cash intel
payments. After the Company voluntarily reverteccésh interest payments, and upon payment of sttared fees which have been deferred
interest rate returns to 15% per annum on the jpa@ah@mount outstanding. The exit fee containeth@original loan was replaced by an amend
fee and all interest accrued up to and includingeJ80, 2014 has been capitalized to principal alitg the amendment and commitment f
Prepayment of any principal (including capitalizettrest and fees) is subject to a prepayment fee
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and voluntary prepayment conditions. The loan aistudes certain events of default including breschf the financial covenants, material adv
changes, limits on liens, additional debt, paymenis crosslefault provisions. Certain events of default resuthe loan becoming immediately d
together with the prepayment fee and penalty istesé 5% above the applicable rate while unpaid atiher events of default entitle the lende
demand repayment of the loan together with thegymeent fee and penalty interest.

The amendment resulted in an increase of the US$18@8ion principal of the loan at November 29,13or capitalized interest of US$12.7 milli
an additional loan of US$15.0 million, and amendtrfee of US$8.1 million for a total revised prinalpof US$169.7 million. In the year enc
December 31, 2013, capitalized borrowing costs weneased by $9.0 million due to the change im&sged timing of cash flows.

The loan is measured at amortized cost. Interegherioan was originally recorded at an effectingeiest rate of 16.7%. As a result of the 2
amendment to the term loan agreement, the ameffifdetivee interest rate was adjusted to 18.0%.

The 2013 loan amendment also included modificatiortke covenants.

Effective June 30, 2014, the loan was further aradrtd reduce the interest rate to 15% effectivg dul2014. As part of the 2014 amendme
payment of US$23.4 million, consisting of US$16.®ion previously accrued interest and US$7.2 railliof associated preayment fees, was me
on July 3, 2014, and accrued and unpaid interestS#16.2 million was capitalized to the loan. Aseault of the 2014 loan amendment to the
loan agreement, the amended effective interestrraseadjusted to 18.38%.

Senior secured notes

During the fourth quarter of 2011, the Company ésk$72.0 million of senior secured notes by wagp ofivate placement for net proceeds of $
million. The notes, which were due to mature onobet 4, 2014, with a one year extension at theoopdif the Company, were issued in $1,
denominations and bore interest at a rate of 9.@éf4ear, payable semi-annually, with 1 palladiuarrant attached for each $1,000 note.

On June 7, 2013, the debt component of the sepimured notes was fully repaid using the proceedts fihe senior secured term loan. The
payment amounted to $80.5 million and includedlessint of the principal outstanding of $72.0 miiljcaccrued interest of $1.3 million, an
redemption premium of $7.2 million. The repaymetuited in the recognition of a loss on extinguishtrof $11.0 million.

The palladium warrants originally issued with tlemisr secured notes were not settled. A total gdJ@ palladium warrants were issued which et
the holders to purchase 0.35 ounces of palladiue @irchase price of US$620 per ounce (the “Sthikee”), anytime up to October 4, 2014
exercised, the Company will pay the warrant holteamount equal to the average of the U.S dolléaigiam afternoon fixing price per ounce on
London Platinum and Palladium Market for the teading days prior to the exercise date less th&eSRrice, multiplied by 0.35. The Company
the option, subject to certain conditions, to day amount owing in common shares priced at a 7%odig to the volume weighted average pric
the Toronto Stock Exchange for the five tradinggpsior to the date of exercise.

During June 2013, a total of 13,000 palladium watsavere exercised, resulting in a settlement gdayab$0.6 million. The Company electec
apply the equitysettlement option, resulting in the issuance of, 5B3& common shares. In July 2013, an additiondGL palladium warrants we
exercised resulting in a $1.7 million cash settletne

The derivatives relating to the outstanding palladiwarrants are recorded at fair value throughipoofloss at each reporting date. At Septembe
2014 and December 31, 2013, a total of 12,000 giaha warrants were outstanding. At December 3132@e palladium warrants were val
using a binomial model which included the followikey assumptions:
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December 3

2013

Market price of palladium $ 711

Strike price $ 620
Volatility 1 21%
Risk free rate 1.13%

Expected life (in years) 0.76

1 Expected volatility is estimated by consideringdris average palladium price volatility based dretremaining life of the warrants.

At September 30, 2014, the Company had receivefiromtion of the exercise of the remaining 12,0@llggium warrants. Refer to the discussio
subsequent events in note 20. The fair value usinigomial valuation was $0.5 million at Decembgy 3013.

Convertible Debentures (2012)

On July 31, 2012, the Company completed an offeoing3,000 convertible unsecured subordinated debes of the Company at a price of $1,
per debenture, for total gross proceeds of $43lllomi($40.8 million net proceeds). The debenturesture on September 30, 2017 and bear in
at a rate of 6.15% per year, payable samually. At the option of the holder, the debeatumay be converted into common shares of the Cay
at any time prior to maturity at a conversion pré&2.90 per common share.

The convertible debentures are compound finandisiruments, consisting of the debt instrument dred équity conversion feature. The ¢
instrument was valued at amortized cost using ffextéve interest rate method at a discount ratd@6%. The excess of the proceeds of §
million over the value assigned to the debt insknmwas allocated as the fair value of the equdgnmonent of the convertible debentu
Transaction costs were netted against the delimsnt and equity component based on thergt@-allocation of the fair value of each instrune
initial recognition.

Of the net proceeds of $40.8 million, $33.9 millioas been allocated to lobgrm debt, and the remaining portion of $6.9 millitas been allocat
to the equity component of the convertible debergtat the time of issuance.

Convertible Debentures (2014 — Tranche 1)

On January 31, 2014 and February 10, 2014, the @oynglosed a public offering with the aggregate sdl$32.0 million gross principal amoun
convertible unsecured subordinated debentures"gb#4 Tranche 1 Debentures") of the Company atiee pf $1,000 per Debenture, includ
approximately 16.8 million common share purchaseravas (the "2014 Tranche 1 Warrants"). This offgrrepresented the first tranche of
offering. Net proceeds received were $28.5 millibhe conversion price of the 2014 Tranche 1 Delyentis $0.635, and the original exercise |
of the 2014 Tranche 1 Warrants was $0.762. As altre$ the completion of the second tranche offgrithe antidilution clause within the 20:
Tranche 1 Debentures agreements resulted in astadjot of the original exercise price for the 20tdnche 1 Warrants to $0.5786.

The 2014 Tranche 1 Debentures will mature on JanBihar2019, unless redeemed or converted earliemless extended, and will bear interest i
annual rate of 7.5% payable seaminually in arrears on January 31 and July 31 ohaeear. The first interest payment on the 2014ndha :
Debentures was made July 31, 2014. Holders mayecbiiveir 2014 Tranche 1 Debentures into commomeshaf the Company at any time
conversion rate of approximately 1,575 Common Sharer $1,000 principal amount of 2014 Tranche 1dbglres, representing 50.4 mill
common shares of the Company. Holders convertiag ttebentures will receive all accrued and unjpatierest, as well as interest that would t
been paid if the 2014 Tranche 1 Debentures werkthebugh to maturity (the “Tranche 1 Make Whole @&unt”). At the Company option, intere:
and Tranche 1 Make Whole Amounts can be paid inncomshares.
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Each 2014 Tranche 1 Warrant entitles the holdeetiféo purchase one common share of the Compaanyyatime before March 28, 2017.

Due to the existence of multiple derivatives emlgetidithin the contract, the Company has electeattmunt for the 2014 Tranche 1 Debentures
all related derivatives as one instrument at falug through profit or loss, with future changedair value being recognized as derivative gair
losses through profit or loss. The 2014 Tranche drréhts are also accounted for at fair value thnopigfit or loss. As a result of this electi
transaction costs of $3.5 million were expensefinasicing costs in the nine month period ended Saper 30, 2014.

The initial fair value of the 2014 Tranche 1 debt$a8.4 million was determined based on the puplichded market price of the 2014 Tranct
Debentures, while the fair value of the 2014 TranthWVarrants approved on March 28, 2014 was agsignalue of $3.6 million using the Black-
Scholes model.

At September 30, 2014, 2014 Tranche 1 Debenturésani initial face value of $31.7 million, includjraccrued interest and mavwdole provisions
had been converted into 76,407,816 common sharl®\Bf Debentures with an initial face value of $Blion were outstanding at September
2014. All warrants issued were also outstandin§eggitember 30, 2014. The fair value of the remainieigentures outstanding and the outstar
warrants as at September 30, 2014 is $0.4 millased on the publicly traded market price and $0lBom respectively, and these amount
recorded in the statement of financial positiooimg term debt and current portion of long termtdedspectively. The changes in fair value frorr
transaction date to September 30, 2014 are includistierest and other income in the statemenbafrehensive loss (refer to note 16).

The following assumptions were applied for the Bi&choles valuations of the outstanding 2014 Trarichéarrants at initial recognition and
current reporting date:

September 30 January 31,
2014 2014
Market price common shares of NAP (PDL) $ 022 $ 0.53
Strike price 058 % 0.7€
Volatility 1 79% 75%
Risk free rate 1.14% 1.14%
Expected life (in years) 2.5C 3.0C
1 Expected volatility is estimated by consideringdris average daily price volatility of the commshares of the Company based on the remainingflifiecowarrants.

Convertible Debentures (2014 — Tranche 2)

On April 11, 2014 and April 17, 2014, the Compargsed a public offering with the aggregate sales®5.0 million gross principal amount
convertible unsecured subordinated debentures"2b&4 Tranche 2 Debentures") of the Company atiee pf $1,000 per Debenture, includ
approximately 18.9 million common share purchaseraves (the "2014 Tranche 2 Warrants"). This offgriepresented the second tranche c
offering. Net proceeds received were $32.7 millibhe conversion price of the 2014 Tranche 2 Delyestis $0.4629, and the exercise price o
2014 Tranche 2 Warrants is $0.5786.

The 2014 Tranche 2 Debentures will mature on Atil 2019, unless redeemed or converted earliamless extended, and will bear interest ¢
annual rate of 7.5% payable seamnually in arrears on March 31 and September 3taol year. The first interest payment on the Zbiche
Debentures included was made September 30, 201detdanay convert their 2014 Tranche 2 Debenturesdommon shares of NAP at any tim
a conversion rate of approximately 2,160 Commorré&hger $1,000 principal amount of Debentures. etgldonverting their debentures will rect
all accrued and unpaid interest, as well as intehas would have been paid if the 2014 TranchesBdhtures were held
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through to maturity (the “Tranche 2 Make Whole Amgy At the Company’s option, interest and TranéhMakeWhole Amounts can be paid
common shares.

Each 2014 Tranche 2 Warrant will entitle the haddéereof to purchase one common share of the Qoyrgdaany time before the second anniver
of the date of issue.

Due to the existence of multiple derivatives emlgetidithin the contract, the Company has electexttount for the 2014 Tranche 2 Debenture
all related derivatives as one instrument at falug through profit or loss, with future changeddi value being recognized as derivative gair
losses through profit or loss. The 2014 Tranche &r@hts are also accounted for at fair value thmopigpfit or loss. As a result of this electi
transaction costs of $2.3 million were expensetthénperiod as financing costs.

The initial fair value of the 2014 Tranche 2 Dehres of $33.1 million was determined using a FinCgrizing model, while the value of the rels
2014 Tranche 2 Warrants of $1.9 million was cal@mdaising the Black-Scholes model.

At September 30, 2014, 2014 Tranche 2 Debenturésani initial face value of $33.5 million, includjraccrued interest and mavwdole provisions
had been converted into 108,972,404 common shafgA®. Debentures with an initial face value of Billion were outstanding at September
2014. All warrants issued were also outstandin§egitember 30, 2014. The fair value of the remainieigentures outstanding and the outstar
warrants as at September 30, 2014 is $1.2 milli@h$%0.7 million using the Blac&choles model, respectively, and these amountseeaoeded in th
statement of financial position in long term debtl @urrent portion of long term debt, respectivélge changes in fair value from the transactioe
to September 30, 2014 are included in interestodinel income in the statement of comprehensive(le$er to note 17).

The following assumptions were applied for the a#ibns of the outstanding 2014 Tranche 2 DebentamesWarrants at initial recognition and
current reporting date:

Debentures April 11,
2014
Market price common shares of NAP (PDL) $ 0.34
Strike price $ 0.46
Risk free rate 1.64%
Expected life (in years) 5.00
Warrants September 30 April 11,
2014 2014
Market price common shares of NAP (PDL) $ 022 $ 0.34
Strike price $ 058 $ 0.58
Volatility 1 89% 81%
Risk free rate 1.13% 1.04%
Expected life (in years) 1.53 2.0C
1 Expected volatility is estimated by consideringdris average daily price volatility of the commsinares of the Company based on the remainingflifieeowarrants.
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12. SHAREHOLDERS’' EQUITY
a) Authorized and Issued Capital Stock
The authorized capital stock of the Company cossian unlimited number of common shares.
b)  Group Registered Retirement Savings Plan

The Company has a group registered retirement gaptan, in which eligible employees can partiapat at their option. Union employees
entitled to an employer contribution of either: $1).00 for each $1.00 contribution up to a maximfd% of base salary for employees who |
been employed for &8 months (maximum $2,500 per year); or (b) $2@0efch $1.00 contribution up to a maximum of 100base salary fi
employees who have been employed for greater tBamdnths (maximum $5,000 per year). Namion employees are entitled to an empl
contribution equal to 3% of base salary plus anleygp matching contribution of up to a maximum @b 2f base salary for employees who t
been employed for greater than 90 days. The Comepamiyibutions are made either in cash or treashayes of the Company on a quarterly bas
the matching contribution is made in treasury shaitee price per share issued is th@a§-volume weighted average trading price of th@ror
shares on the Toronto Stock Exchange (“TSpfgceding the end of the quarter. During the timeaths ended September 30, 2014, the Con
contributed 1,224,568 shares with a fair value@#3$nillion (2013 -379,470 shares with a fair value of $0.4 millicenpd for the nine months enc
September 30, 2014, 2,452,776 shares with a faievaf $1.1 million (2013 907,447 shares with a fair value of $1.1 millionich was equal -
the market value of the shares on the contribudate.

c) Corporate Stock Option Plan

The Company has a Corporate Stock Option Plan“Rle”), under which eligible directors, officers, employes®l consultants of the Compi
may receive options to acquire common shares. Tha B administered by the Board of Directors, vahigill determine after consideri
recommendations made by the Compensation Commikteeyumber of options to be issued, the exeraise gwhich is the Hay volume weighte
average trading price of the common shares on 8¥ dn the trading day prior to the grant date),iexjpn dates of each option, the extent to w
each option is exercisable (provided that the tef@n option shall not exceed 10 years from the dagrant), as well as establishing the time
when an optionee ceases to be an “Eligible Perasrset forth in the conditions of the Plan. Onedltbf options granted vest on each of the firstd
anniversary dates of the date of grant.

The maximum number of common shares issuable uhdePlan, and all other shdsased compensation arrangements of the Company nsk
exceed 3.49% of the issued and outstanding shéthe €ompany. As at September 30, 2014, 1,4400pdidns granted under the Plan were su
to the cap, which represents 0.37% of the issuddbatstanding shares of the Company. As at DeceBthe?2013, 6,240,779 options were avalil
to be granted under the Plan.

The following summary sets out the activity in datgling common share purchase options:

September 30, 2014 December 31, 2013

Weighted Weighted

Average Average
Options Exercise Price Options Exercise Pric
Outstanding, beginning of period 3,359,22: $1.91 4,207,24! $3.6¢€
Granted 145,00( $0.3C 2,473,38 $1.07
Cancelled/forfeited (428,47¢) $2.7¢ (3,286,66") $3.53
Expired (35,000) $8.4C (34,750) $3.8€
Outstanding, end of period 3,040,74. $1.62 3,359,22: $1.91
Options exercisable at end of period 1,014,16¢ $2.7¢ 822,50¢ $4.0t
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The following table summarizes information abow @ompany’s stock options outstanding at Septe®®e2014:

Average remaining Options Outstanding at Options Exercisable a

Exercise price range contractual life (years) September 30, 201 September 30, 201
$0.30-2.50 5.56 2,383,24: 400,001
$2.51-3.00 2.34 130,00( 86,66¢
$3.01-6.00 3.22 404,99¢ 404,99¢
$6.01-8.87 1.51 122,50( 122,50(
4.95 3,040,74. 1,014,16!

The fair value of options granted during the ninenths ended September 30, 2014 and the year ersfsaiber 31, 2013 have been estimated .
date of grant using the Black Scholes option pgeimodel with the following weighted average asstomst

September 3( December 3
2014 2013
Awards granted 145,00( 2,473,38°
Weighted average fair value of awards $ 015 $ 0.55
Pre-vest forfeiture rate 29% 25%
Grant price $ 030 % 1.07
Market price $ 028 % 1.07
Volatility * 75% 64%
Risk free rate 1.43% 1.51%
Dividend yield 0% 0%
Expected life (in years) 4.2 4.3
1 Expected volatility is estimated by consideringdris average share price volatility based on therage expected life of the options.
(d) Reconciliation of the diluted number of sharesutstanding:
Three months ended September 30 Nine monthede®eptember 30
2014 2013 2014 2013
Net loss available to common shareholders $ (18,790) $ (5,324) $ (55,413 % (34,440
Effect of dilutive securities - - - (977)
Adjusted net loss available to common shareholders  $ (18,790) $ (5,324) % (55,415) % (35,417)
Weighted average number of shares outstanding 384,432,24 194,555,42 322,842,48 183,904,75
Effect of dilutive securities - - - 22,34:
Weighted average diluted number of shares outsigndi 384,432,224 194,555,42 322,842,48 183,927,09
Diluted net loss per share $ (0.05) $ (0.03) $ (0.17) $ (0.19)

For the three and nine month periods ended SepteBthe2014, the dilutive effects of the palladiurarrants, convertible debentures, warrants
stock options have not been included in the deteatidn of diluted loss per share because to do@ddibe anti-dilutive.
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(e) Other Stock-Based Compensation — Restricted SteaUnit Plan

The Company has a Restricted Share Unit (“RSRI&n under which eligible directors, officers aral/lemployees of the Company are entitle
receive awards of RSUs. Each RSU is equivalentlnerto the fair market value of a common sharthefCompany on the date of the award &
corresponding liability is established on the batasheet. The RSU Plan is administered by the Bo#@irectors, which will determine aft
considering recommendations made by the Compens@bonmittee, the number and timing of RSUs to barded and their vesting periods, nc
exceed three years. The value of each award igetido compensation expense over the period oiingegit each reporting date, the compens:
expense and liability are adjusted to reflect thanges in market value of the liability based om fhir values of RSW$ for each vesting peri
determined using the Black-Scholes model.

As at September 30, 2014, 884,198 (December 313 2008,609) restricted share units had been grantédvere outstanding at an aggregate \
of $0.2 million (December 31, 2013 — $0.5 million).

(f) Summary of Share-based compensation and employéenefits

The following table details the components of sHased compensation expense relating to contimyegations:

Three months ends Nine months ende

September 3 September 3

2014 2013 2014 2013

Registered retirement savings plan $ 404 $ 379 $ 1,147 $ 1,05t
Common share stock options 146 119 426 (86)
Restricted share units (23) 201 (189) 362
$ 527 $ 699 $ 1,384 $ 1,331

The maximum number of common shares issuable wbether shardased compensation arrangements of the Comparlynsha&xceed 3.49%
the Companys issued and outstanding shares. As at Septemb@038, the number of shares issued or issuablkupaot to awards made undel
share-based compensation plans of the Companyhwh@re subject to the maximum, represents 0.92%hef Companys total issued ai
outstanding common shares.

13.  FINANCIAL INSTRUMENTS

Liquidity Risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tfelydue. The Company’liquidity may be adverse
affected by operating performance, a downturn ipitahmarket conditions impacting access to capitarkets, or entitygpecific conditions. Tt
Company manages liquidity risk by maintaining adggqucash and cash equivalent balances, by haviaguatk available credit facilities,
preparing and monitoring detailed budgets and @ashforecasts for mining, exploration and corperattivities, and by monitoring developmenti
the capital markets. Forecasting takes into accthen€ompanys debt financing, covenant compliance and the ritgtpirofile of financial assets a
liabilities and purchase obligations.
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The table below analyzes the Companfyihancial liabilities into relevant maturity gnoimgs based on the remaining balances at Septe3oh&01:
to the contractual maturity date.

In less thar Between 1 yea More than

Total 1 year and 5 years 5 years

Accounts payable and accrued liabilities $ 18,34z $ 18,34z $ - 3 =
Credit facility 25,11« 25,11¢ - -
Obligations under finance leases 11,61F 3,21C 8,40F -
Current derivative liability 1,09¢ 1,09¢ - -
Long-term debt 220,19¢ 7,704 212,49( -

The Company also has asset retirement obligatiortke amount of $15.3 million that would become gidg at the time of the closure of its |
mine. As the Company issued letters of credit ef. $Inillion related to these obligations, $1.2 milladditional funding is required prior to or uj
closure of these properties. Refer to note 9 fditexhal disclosure regarding these amounts. Thienitgof the asset retirement costs are expea
be incurred within one year of mine closure.

Refer also to note 14.
Fair Values

The Companys financial assets and liabilities consist of casld cash equivalents, accounts receivable, sates t@ceivable (included in otl
assets), accounts payable and accrued liabilitesjt facility, current derivative liabilities, é@ations under finance leases and long-term debt.

Cash and cash equivalents and accounts receivabktaded at fair value. The carrying value of pésets and trade accounts payable and ac
liabilities and the amount outstanding under theditrfacility approximate their fair values due ttee immediate or shoterm maturity of thes
financial instruments.

Derivatives

The fair value of forward exchange contracts isedasn their listed market price, if available. lisied market price is not available, then faitueais
estimated by discounting the difference betweenctdractual forward price and the current forwprite for the residual maturity of the cont
using a risk-free interest rate.

Fair values reflect the credit risk of the instruthand include adjustments to take into accounttkdit risk of the Company entity and counterg
when appropriate.

The Company enters into financial contracts togait the smelter agreemenpsovisional pricing exposure to rising or declinipglladium price
and an appreciating Canadian dollar for past prioglualready sold. For substantially all of thelgdium delivered to customers under sm
agreements, the quantities and timing of settlenspecified in the financial contracts matches fipating settlement periods. The pallad
financial contracts are being recognized on a meuttarket basis as an adjustment to revenue.

The derivative liability relating to the palladiumarrants issued in connection with the 2011 sesémured note issuance is measured at fair
(note 20).
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Non-derivative financial liabilities

The fair values of the senior secured term loari,22€nvertible debentures and finance leases, wdnieldetermined for disclosure purposes
calculated based on the present value of futurecip@l and interest cash flows, discounted at tleket rate of interest at the reporting date.
finance leases the market rate of interest is oéted by reference to similar lease agreements.

The fair values of the noderivative financial liabilities as of September, 2014 are the senior secured term loan ($194 lion)il 2012 convertibl
debentures ($43.0 million) and finance leases @frillion).

Fair Value Hierarchy
The table below details the assets and liabilitiessured at fair value at September 30, 2014:

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Assets Observable Unobservable Aggregate Fair
Notes (Level 1) Inputs (Level 2) Inputs (Level 3) Value
Financial assets
Cash and cash equivalents $ 11,792 $ - % - $ 11,79z
Investments 7 15 15
Accounts receivable 5 49,887 49,887
Fair value of financial contracts* 5 2,64¢ 2,64¢
Financial liabilities
Fair value of current derivative liability 11 (1,09¢) (1,09¢)
Fair value of convertible debentures
and warrants 11 (391) (2,823) (3,219)
Net carrying value $ 11,41€ $ 48,61t  $ - $ 60,031
* écsjlcietailed in note 5, the asset relating to thekata-market on financial contracts is includedtire carrying value of accounts receivable on thiabee sheet at September 30,

14. COMMITMENTS

(@) Sheridan Platinum Group of Companies (“SPG”) Conmitment

The Company is required to pay a 5% net smeltealtpyo SPG from mining operations at the Lac des mine. This obligation is recorded
royalty expense.

(b) Operating Leases and Other Purchase Obligations

As at September 30, 2014, the Company had outstgramperating lease commitments and other purchabgatons of $3.5 million and $1C
million, respectively (December 31, 2013 4.4 million and $1.0 million, respectively) the roafy of which had maturities of less than five §8
(see note 10).

(c) Letters of Credit

As at September 30, 2014 and December 31, 2013 dhepany had outstanding letters of credit of $IBidion, consisting of $14.4 million fc
various mine closure deposits and $1.0 milliongoegulated energy supplier.
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15. REVENUE FROM METAL SALES

Othel
Total Palladiun Platinurr Gold Nickel Coppe Metals

2014
Three months ended September 30
Revenue — before pricing adjustments  $ 47,288 $ 3413C $ 430t $ 349 $ 319C $ 214 $ 19
Pricing adjustments:
Commodities (3,31¢) (2,10€) (674) (162) (285) (90) 1)
Foreign exchange 2,474 1,90€ 256 124 111 76 1

Revenue — after pricing adjustments $ 46441 $ 3393( $ 38387 $ 346C $ 3,01¢€ $ 212¢ 3 19

2013

Three months ended September 30

Revenue — before pricing adjustments  $ 30,62 $ 2063¢ $ 3,07 $ 2904 $ 203 $ 1931 $ 49
Pricing adjustments:

Commodities 3,171 2,25¢ 335 299 94 182 3
Foreign exchange (446) (249) (56) (44) (61) (36) -
Revenue — after pricing adjustments $ 33348 $ 2264 $ 3352 $ 3,15¢ $ 206 $ 2077 $ 52
Othel

Total Palladiun Platinurr Gold Nickel Coppe Metals

2014
Nine months ended September 30
Revenue — before pricing adjustments ~ $143,78: $ 103,101 $ 13,090 $ 11,11z $ 936 $ 7,00 $ 112
Pricing adjustments:
Commodities 557 592 (202) 156 214 (207)
Foreign exchange 1,334 729 259 137 95 111 3

i

Revenue — after pricing adjustments $14567: $ 104,42 $ 13,14¢ $ 11,40¢ $ 967z $ 6907 $ 119

2013
Nine months ended September 30
Revenue — before pricing adjustments ~ $112,75¢ $ 74557 $ 1164: $ 1165 $ 7,82¢ $ 6,904 $ 170
Pricing adjustments:
Commodities 135 1,30t (285) (518) (308) (59) -
Foreign exchange 762 68 307 226 69 91 1

Revenue — after pricing adjustments $11365. $ 7593 $ 1166/ $ 1136 $ 759C $ 693€ $ 171

During 2014, the Company delivered all of its cortcate to two customers under the terms of theewsge agreements (2013 — two customers).

Although the Company sells its bulk concentrata fonited number of customers, it is not econonhjcdependent upon any one customer as
are other markets throughout the world for the Camyfs concentrate.
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16. INTEREST EXPENSE & OTHER COSTS AND OTHER INCOME

Three months ended Septembe Nine months ended Septembel
2014 2013 2014 2013
Interest expense and other costs
Interest on finance leases $ 155 $ 193 $ 448 % 564
Asset retirement obligation accretion 81 80 269 207
Accretion expense on long-term debt 1,63C 890 1,00z 2,662
Loss on investments 337 1,37< 710 2,217
Interest expense 8,204 - 28,76¢ 70
Increase (decrease) in fair value of 2014 Tranchand -

convertible debentures, net (248) - 6,42¢ -
Realized and unrealized loss on palladium warrants 86 - 607 -
Legal settlement (note 17) - - 1,00C -

$ 10,248 $ 2,53€ $ 39,22¢ % 5,72C

Interest and other income

Decrease in fair value of 2014 Tranche 1 and 2awmas; net $ (1,49¢) - $ (3,849) -
Realized and unrealized gain on palladium warrants - 219 - (978)
Gain on renouncement of flow-through expenditures - (412) - (688)
Interest income (26) (21) (75) (80)
$ (1,52¢4) $ (214) $ (3,924) $ (1,74¢€)

$ 8,721 $ 2,322 $ 35,30t % 3,974

17. CONTINGENCIES

On June 24, 2014, the Company entered into a settle agreementsubject to court approval, related to the previpuisclosed potential cla
action lawsuit. On June 26, 2014, the $2.4 millagitiement was paid into escrow by the Compangsurer. The class action settlement
approved by the court on September 16, 2014.

On July 2, 2014, the Company entered into an ageaemo settle the third party action and all otbkaims in respect of the previously disclo
litigation involving B.R. Davidson Mining & Develapent Ltd. Under the terms of the settlement the @amg paid $0.7 million and will pay
further $0.3 million on or before December 1, 20R#vision for this settlement was made in theghr®nths ended June 30, 2014, and is rec
in interest expense and other cost.

There were no other significant changes in contiogss in the three and nine month periods endede8dyer 30, 2014. The contingencies
described in note 21 of the Company’s audited dafeted financial statements for the year endededser 31, 2013.
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18. OTHER DISCLOSURES

Statement of Cash flows

The net changes in non-cash working capital bakredated to operations are as follows:

Three months end: Nine months ende

September 3 September 3

2014 2013 2014 2013

Cash provided by (used in):

Accounts receivable $ 2941 % 7077 % (13,980) $ 14,39
Inventories 983 (2,857) 108 (2,294)
Other assets 296 272 5,164 1,10¢
Accounts payable and accrued liabilities (701) (5,1449) (25,82¢) (12,147
Taxes payable - - (1,161) -
Other financial liabilities - 219 - (978)
$ 351¢ % (433) $ (35,697) $ 85

19. SEGMENT INFORMATION

Following the sale of its discontinued gold opemasi on March 22, 2013 (see note 4), the Companyhageportable segment. The Company
revenue by significant product type is disclosebtlate 15.

20. SUBSEQUENT EVENTS

Palladium Warrants

On September 30, 2014 and October 1, 2014, the Goymeceived confirmation of exercise of the 12,606tanding warrants, maturing Octobe
2014. On October 22, 2014 and October 23, 2014Ctmepany finalized the cash-settlement of the edlabligations in the amount of $1.1 million.
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Exhibit 99.3

D North American Palladium Ltd.

NEWS RELEASE

North American Palladium Announces Third Quarter 2014 Results
Revenues increased by 39% compared to same periast year

All figures are in Canadian dollars except wherg¢et

Toronto, Ontario, November 5, 2014— North American Palladium Ltd. (“NAP” or the “Comapy”) (TSX: PDL) (NYSE MKT: PAL) toda
announced the operating, development, and finaresallts for the third quarter ended SeptembeB804 (“Q3").

“Taking a view on the progress from 2013 to whereane today, we are pleased with what has been \athiduring construction in 20:
commissioning and production build up in 2014 dmel telated financings,” said Phil du Toit, Prestdamd Chief Executive Officer Although the
third quarter presented challenges on grade dugnimg sequence, equipment availability and theottnhate incident of a mine fatality, the fot
quarter is off to a good start and we remain ocktta meet our longer-term objectives.”

“The exploration results so far in 2014 are vergamaging. We will keep the market apprised of pesg,” added Mr. du Toit.

“Management continues to implement a humber otegjia initiatives to help achieve the productiompaup,”said Jim Gallagher, Chief Operat
Officer. “On October 1, 2014 we began a trial irmpéntation of a fulime mill run compared to our previous 16 day bgtabcess. This initiativ
plus improvements to the underground ore handlysgesn, aided by an end of September undergroundtookpile of several days production,
resulted in October production of approximately0®0, ounces of payable palladium.”

“With these positive October results and the comgnunderground ramp up which saw September andb@ctaverage approximately 3,800 tor
per day, with a nhumber of days achieving more #&®00 tonnes per day, we expect to be at or mdlgibalow the lower end of our guidance
170,000 payable palladium ounces for 2014,” added®allagher.

www.nap.com
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Q3 2014 Results Summary

e Sold 36,430 ounces of payable palladium at a cashper ouncé&" of US$589. Year to date cash cost per ounce is DB$5

e Revenue of $46.4 million was an increase of $13Iliom or 39% compared to the same period in 2048 th more favorable exchange re
higher palladium ounces sold and higher palladiuicep.

¢ Adjusted EBITDA® of $8.3 million for the quarter and $28.5 millioear to date.

e Realized palladium selling price of US$860 per @jngiving a palladium operating margin of US$27% pance, or US$9.9 millio
Palladium prices remain strong, with the Novemhe201.4 price at US$786 per ounce.
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Year-To-Date Trends

The following table includes quarterly results the first three quarters of 2014 and year to deselts versus full year guidance for 2014 to
demonstrate some of the key trends in the business.

For the three months enc

March 31 June 3( September 3( 2014 2014

2014 2014 2014 Year to date Guidance

Palladium production — payable oz 42,641 39,222 32,56( 114,427 170,00(
US$ cash cost per palladium oz sold US$49: US$51( US$58¢ US$527 US$55(
Surface mining — tonnes 254,29¢ 243,041 270,86( 768,19¢ 1,000,00(
Underground mining — tonnes 275,84¢ 263,90¢ 304,80¢ 844 55: 1,300,00(
Underground mining — tonnes per day 3,06E 2,90C 3,31z 3,094 3,562
Milling — palladium head grade (g/t) 3.3 3.1 2.4 2.9 3.0
Milling — palladium recovery 84.5% 83.6% 80.7% 83.1% 82.0%
Adjusted EBITDA ($000s) $9,74: $10,44¢ $8,287 28,47¢ n.a.

Financial Results®

Revenue for the third quarter was $46.4 million paned to $33.3 million in the third quarter of 20TB3e increase in revenue was primarily du
favourable exchange rate movements, higher realiziegs for palladium, greater palladium ounces,sahd higher volumes of platinum, g¢
nickel and copper. During the third quarter, therpany realized a palladium selling price of US$860 ounce.

Adjusted EBITDA® (which excludes interest expenses and other adstseciation and amortization, exploration, foreégehange gains and los
and mine restoration costs net of insurance re@s)ewas $8.3 million in the third quarter of 20témpared to $3.2 million in the third quarte
last year. For the nine months ended Septembe?03@, Adjusted EBITDAY was $28.5 million compared to $12.0 million in ior year.

During the quarter, the Company incurred $23.5ianillof noneash expenses consisting of $8.0 million of foreégehange losses, $8.6 million
depreciation, amortization and accretion and $7lllom of interest expense and other costs. Thesecash expenses contributed to a net loss fc
quarter of $18.8 million or $0.05 per share comgdcea net loss of $5.3 million or $0.03 per sharthe same quarter last year. The increase |
net loss is primarily due to increased foreign exaje losses, production costs and interest exmardsether costs partially offset by the impac
higher revenues.

At the end of the quarter, the Company had $111Bomin cash and availability under the creditifiag of $1.2 million.
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Q3 2014 Conference Call & Webcast Details

Date: Wednesday, November 5, 2014

Time: 8:30 a.m. ET

Webcast: www.nap.com

Live Call: 1-866-229-4144 or 1-416-216-4169 (P83847411, followed by # sign)
Replay: 1-888-843-7419 or 1-630-652-3042 (PINABBL1, followed by # sign)

The conference call replay will be available ford#ys after the live event. An archived audio weboéthe call will also be posted to NAP’s
website.

About North American Palladium

NAP is an established precious metals producerhthatbeen operating its Lac des lles mine ("LDdgakted in Ontario, Canada since 1993. LI
one of only two primary producers of palladium e tworld, offering investors exposure to palladidrhe Company's shares trade on the N
MKT under the symbol PAL and on the TSX under tpmlsol PDL.

For further information please contact:

John Vincic

Investor Relations
Telephone: 416-360-7374
Email: jvincic@nap.com

(1) Non-IFRS measure. Please refer to Non-IFRS Mteasn the MD&A.

(2) NAP’s unaudited condensed interim consoliddireahcial statements for the third quarter endeg@t8mber 30, 2014 are available in the Appendihisf hews release. These financial
statements should be read in conjunction with esiand management’s discussion and analysisablaiht www.nap.com, www.sedar.com and www.sec.gov.

Cautionary Statement on Forward Looking Information

Certain information contained in this news releasestitutes ‘forwardeoking statements' within the meaning of the 'dadebor' provisions of tt
United States Private Securities Litigation Refakot of 1995 and Canadian securities laws. All stegnts other than statements of historical fac
forward-looking statements. The words ‘will', ‘exjpe 'would', 'could’, 'estimate’ and similar exgg®ns identify forwardeoking statement
Forwardlooking statements in this news release includéhowit limitation: information pertaining to the Cpamy's strategy, plans or future finan
or operating performance, such as the ramp-up etCthmpanys LDI mine, timelines, production plans, projectexpenditures, operating c
estimates, proposed mining methods, expected mirdtes and other statements that express manaderne&pectations or estimates of fu
performance. The Company cautions the reader tidt forwardlooking statements involve known and unknown rigktérs that may cause
actual results to be materially different from thasxpressed or implied by the forwdedking statements. Such risk factors include, dmat no
limited to: the risk that the Company may not bé&edb obtain sufficient financing to fund capitalpenditures required to continue the LDI n
expansion at depth, the risk that the Companymitlbe able to meet its financial obligations &ythecome due, the possibility that metal priced
foreign exchange rates may fluctuate, inherensrésgsociated with development, exploration,
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mining and processing including risks to tailinggacity, ground conditions, environmental hazantsertainty of mineral reserves and resou
the possibility that the LDI mine may not perfors glanned, changes in legislation, regulationsaditipal and economic developments in Car
and abroad, risks related to employee relationsthadavailability of skilled labour, litigation, dnthe risks associated with obtaining neces
licenses and permits. For more details on theseotiret risk factors see the Company's most recemt B0+/Annual Information Form on file wi
the SEC and Canadian provincial securities regulatathorities.

Forwardiooking statements are necessarily based upon &ewaf factors and assumptions that, while consileeasonable by management,
inherently subject to significant business, ecomoamnd competitive uncertainties and contingenciég factors and assumptions contained in
news release, which may prove to be incorrectude| but are not limited to: that the Company wilhtinue in operation for the foreseeable ft
and will be able to realize its assets and disahégyliabilities in the normal course of businesgt metal prices and exchange rates betwee
Canadian and United States dollar will be constsigth the Company's expectations, that there glino material delays affecting operations o
timing of ongoing development projects, includihg L.DI mine rampip, that prices for key mining and construction@igs, including labour cos
will remain consistent with the Company's expeotatiand that the Compasyturrent estimates of mineral reserves and ressun® accurate. T
forward-looking statements are not guaranteestofdéuperformance. The Company disclaims any ohtigab update or revise any forwalabking
statements, whether as a result of new informageents or otherwise, except as expressly reqiiyddw. Readers are cautioned not to put u
reliance on these forward-looking statements.
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Condensed Interim Consolidated Balance Sheets
(expressed in thousands of Canadian dollars)

(unaudited)
September 3( December 3
2014 2013
ASSETS
Current Assets
Cash and cash equivalents $ 11,792 $ 9,795
Accounts receivable 52,53¢ 38,55¢
Inventories 14,827 14,23¢
Other assets 1,094 6,96¢
Total Current Assets 80,24¢ 69,55¢
Non-current Assets
Mining interests 446,79: 456,23¢
Total Non-current Assets 446,79: 456,23¢
Total Assets $ 527,041 $ 525,79¢
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable and accrued liabilities $ 18,342 $ 48,7917
Credit facility 25,114 17,83¢
Current portion of obligations under finance leases 3,21C 2,98¢
Current portion of long-term debt 7,704 173,65¢
Current derivative liability 1,09¢ 492
Total Current Liabilities 55,46¢ 243,76
Non-current Liabilities
Income taxes payable 125 1,28€
Asset retirement obligation 15,347 13,63¢
Obligations under finance leases 8,40t 8,744
Long-term debt 212,49( 35,86¢
Total Non-current Liabilities 236,367 59,53¢
Shareholders’ Equity
Common share capital and purchase warrants 866,10¢ 798,411
Stock options and related surplus 9,554 9,12¢
Equity component of convertible debentures, nés®ife costs 6,931 6,931
Contributed surplus 8,872 8,872
Deficit (656,26() (600,847)
Total Shareholders’ Equity 235,20¢ 222,49¢
Total Liabilities and Shareholders’ Equity $ 527,041 % 525,79t
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Condensed Interim Consolidated Statements of Gpasand Comprehensive Loss
(expressed in thousands of Canadian dollars, estepe and per share amounts)

(unaudited)
Three months ends Nine months ende
September 3 September 3
2014 2013 2014 2013
Revenue $ 46,441  $ 33,346 3 145,67  $ 113,651
Mining operating expenses
Production costs 30,11¢ 21,665 90,20¢ 76,30¢
Smelting, refining and freight costs 4,007 2,922 12,32( 10,13cC
Royalty expense 1,761 1,464 6,01¢ 4 86E
Depreciation and amortization 6,894 6,144 25,43¢ 19,23:
Loss (gain) on disposal of equipment 150 (24) 1,37C 1,03C
Total mining operating expenses 42 ,92¢ 32,16¢ 135,351 111,56°
Income from mining operations 3,51z 1,17¢ 10,32¢ 2,08¢
Other expenses
Exploration 2,56¢€ 3,874 5,22E 10,90¢
General and administration 2,12 2,92 7,28k 8,01¢
Interest and other income (1,529 (214) (3,929) (1,74¢)
Interest expense and other costs 10,24¢ 2,53¢ 39,22¢ 5,72C
Financing costs (915) 677 7,46¢ 3,07¢€
Loss on extinguishment of long-term debt - - - 11,03t
Foreign exchange loss (gain) 9,811 (3,290) 10,452 2,027
Total other expenses 22,30: 6,502 65,73¢€ 39,037
Loss from continuing operations before taxes (18,790) (5,3249) (55,417) (36,94¢)
Income and mining tax recovery - - - -
Loss and comprehensive loss from continuing operatns for
the period $ (18,790) $ (5,324) $ (55,417 $ (36,94¢)
Income and comprehensive income from discontinyesttagions
for the period - - - 2,50¢
Loss and comprehensive loss for the period $ (18,790) $ (5,324) % (55,41%) % (34,440)
Loss per share
Basic $ (0.05) % (0.03) % 0.17) % (0.19)
Diluted $ (0.05) $ (0.03) $ (0.17) $ (0.19)
Loss from continuing operations per share
Basic $ (0.05) % (0.03) % 017) % (0.20)
Diluted $ (0.05) $ (0.03) $ 0.17) $ (0.20)
Income from discontinued operations per share
Basic $ - $ - 3 -8 0.01
Diluted $ = $ = $ = $ 0.01
Weighted average number of shares outstanding
Basic 384,432,24 194,555,42, 322,842,48 183,904,75
Diluted 384,432,24 194,555,42. 322,842,48 183,927,09
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Condensed Interim Consolidated Statements of ClastsF
(expressed in thousands of Canadian dollars)
(unaudited)

Three months ended Septerr

Nine months ende

30 September 3
2014 2013 2014 2013
Cash provided by (used in)
Operations
Loss from continuing operations for the period $ (18,790) $ (5,324) % (55,415) $ (36,94¢9)
Operating items not involving cash
Depreciation and amortization 6,894 6,144 25,43¢ 19,23:
Accretion expense 1,711 970 1,272 2,86¢
Loss on extinguishment of debt - - - 11,03t
Share-based compensation and employee benefits 549 498 1,572 973
Unrealized foreign exchange loss (gain) 7,952 (1,892) 8,53¢ 2,011
Loss on disposal of equipment 150 2,004 1,37C 3,05¢
Interest expense and other 6,952 55 32,92 23
Financing costs (915) - 7,46¢ -
4,50% 2,45k 23,16~ 2,258
Changes in non-cash working capital 3,51¢ (433) (35,697) 85
8,024 2,02z (12,5372) 2,33¢
Financing Activities
Issuance of common shares and warrants, net af =sts - 9,47¢ (38) 19,091
Issuance of convertible debentures, net of isseesco (239) - 61,204 -
Credit facility (569) (7,241) 5,53¢ 6,951
Repayment of senior secured notes - - - (79,200)
Settlement of palladium warrants - (1,747) - (1,747)
Net proceeds of senior secured term loan - - - 131,941
Repayment of obligations under finance leases (930) (595) (2,61€) (2,16€)
Interest paid (32,207) (1,982) (33,76¢) (7,889)
Other financing costs (779) - (1,674) -
(34,720) (2,087) 28,64¢€ 66,97¢
Investing Activities
Additions to mining interests, net (5,817) (26,88¢) (14,272) (92,75¢)
Proceeds on disposal of mining interests, net - 175 159 1,165
(5,817) (26,710) (14,11F) (91,597)
Increase (decrease) in cash from continuing opersti (32,51%) (26,77%) 1,99¢ (22,27¢)
Net cash provided by discontinued operations - - - 20,14z
Increase (decrease) in cash (32,517) (26,775) 1,99¢ (2,134)
Cash and cash equivalents, beginning of period 44 30t 44 80¢ 9,79z 20,16¢
Cash and cash equivalents, end of period $ 11,792 $ 18,03¢ 3 11,79 3 18,03¢
Cash and cash equivalents consisting of:
Cash $ 11,792 $ 18,03¢ % 11,79z $ 18,03¢
Short-term investments - - - -
$ 11,792 $ 18,03¢ 3 11,79 3 18,03¢
Foreign exchange included in cash balance $ 558 $ 211 $ 558 $ 211
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