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Washington, D.C. 20549
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OF 1934
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Indicate the number of outstanding shares of e&tiedssuer’s classes of capital or common stackfahe close of the period covered
by the annual report:

The Registrant had 197,109,925 Common Shares outsthing as at December 31, 2013.

Indicate by check mark whether the Registrant &) filed all reports required to be filed by Sectdd or 15(d) of the Exchange Act
during the preceding 12 months (or for such shqrgiod that the Registrant was required to filehsteports) and (2) has been subject to sucl
filing requirements for the past 90 days.

Yes No O

Indicate by check mark whether the Registrant basnétted electronically and posted on its corpokileb site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation5(8232.405 of this chapter) during the precedi@grbnths
(or for such shorter period that the Registrant regglired to submit and post such files).

Yes O No O




CAUTIONARY NOTE TO UNITED STATES INVESTORS CONCERNI NG
ESTIMATES OF MEASURED, INDICATED AND INFERRED MINER AL RESOURCES

Unless otherwise indicated, all reserve and resoestimates included in this Annual Report on FééaF (this*Annual Report” ) have
been prepared in accordance with Canadian Natloestiment 43-101 —Standards of Disclosure for Mineral Proje¢tSNI 43-101" ) and
the Canadian Institute of Mining, Metallurgy andmkum classification system. NI 43-101 is a réweloped by the Canadian Securities
Administrators that establishes standards forwalip disclosure an issuer makes of scientific tamthnical information concerning mineral
projects.

Canadian standards, including NI 43-101, diffengigantly from the requirements of the United $&6ecurities and Exchange
Commission (théSEC” ), and reserve and resource information includedihenay not be comparable to similar informatidscibsed by
U.S. companies. In particular, and without limitithg generality of the foregoing, this Annual Repmres the terms “measured resources,”
“indicated resources” and “inferred resources.” .UnSestors are advised that, while such termsegegnized and required by Canadian
securities laws, the SEC does not recognize thém.rédquirements of NI 43-101 for the identificatmfrireserves” are also not the same as
those of the SEC, and reserves reported by thesRaugii in compliance with NI 43-101 may not quabfy “reserves” under SEC standards.
Under U.S. standards, mineralization may not bsstfi@éd as a “reserve” unless the determinationbe@s made that the mineralization could
be economically and legally produced or extractati@time the reserve determination is made. ld\&stors are cautioned not to assume tha
any part of a “measured resource” or “indicateduese” will ever be converted into a “reserve.” UirSsestors should also understand that
“inferred resources” have a great amount of ungdstas to their existence and as to their econ@nitlegal feasibility. It cannot be assumed
that all or any part of “inferred resources” exate economically or legally mineable or will ever upgraded to a higher category. Under
Canadian rules, estimated “inferred resources” nayform the basis of feasibility or pre-feasilyilgtudies except in rare cases. In addition,
disclosure of “contained ounces” in a mineral reseus permitted disclosure under Canadian reguiatiHowever, the SEC normally only
permits issuers to report mineralization that dossconstitute “reserves” by SEC standards asaoeptonnage and grade, without reference tc
unit measures. Accordingly, information concernmigeral deposits set forth in this Annual Reporyymat be comparable with information
made public by companies that report in accordaritteU.S. standard:



A. Disclosure Controls and Procedure:

Disclosure controls and procedures are defineduie R3a-15(e) under the U.S. Securities Exchandg®f\t934, as amended (tiEexchange
Act” ), as those controls and other procedures thatesigned to ensure that information required tdibelosed by the Registrant in reports
filed or submitted by it under the Exchange Aatgsorded, processed, summarized and reported withitime periods specified in the SEC'’s
rules and forms. Rule 13a-15(e) also providesdtsaiosure controls and procedures include, withimitation, controls and procedures
designed to ensure that information required tdibelosed by the Registrant is accumulated and aamzated to the Registrastmanagemel
as appropriate to allow timely decisions regardiguired disclosure.

The Registrant’s Chief Executive Officer and Cli@fancial Officer have evaluated the effectivensshie Registran$ disclosure controls a
procedures, as defined in Rule 13a-15(e) undeExishange Act, as of December 31, 2013 and havendieted that such disclosure controls
and procedures were effective as of December 313.20

B. Managemen’s Annual Report on Internal Control Over Financial Reporting

The Registrant’'s management is responsible fobksiteng and maintaining adequate internal cortka@r financial reporting. Rules 13a-15(f)
and 15d-15(f) under the Exchange Act define “indéaontrol over financial reporting” as a processigned by, or under the supervision of,
the Registrant’s principal executive and princifi@ncial officers and effected by the Registrabt&rd of directors, management and other
personnel, to provide reasonable assurance regattaireliability of financial reporting and thegpiaration of financial statements for external
purposes in accordance with generally accepteduatiog principles and includes those policies aratedures that: (i) pertain to the
maintenance of records that in reasonable deteiilrately and fairly reflect the transactions argpdsitions of the assets of the Registrant;

(ii) provide reasonable assurance that transactiomsecorded as necessary to permit preparatifinasfcial statements in accordance with
generally accepted accounting principles, andriwgipts and expenditures of the Registrant amgtmiade only in accordance with
authorizations of management and directors of thgisRrant; and (iii) provide reasonable assuraaganding prevention or timely detection of
unauthorized acquisition, use or disposition ofRegjistrant’s assets that could have a materiateéfn the financial statements.

Internal control over financial reporting , no nemthow well designed, has inherent limitations ead only provide reasonable assurance, not
absolute assurance, with respect to the preparatidriair presentation of published financial ste¢ats and management does not expect suc
controls will prevent or detect all misstatemenis tb error or fraud. Also, projections of any enadion of effectiveness of internal control o
financial reporting to future periods are subjectisk that controls may become inadequate beaafusganges in conditions, or that the degree
of compliance with the policies or procedures metedorate.

Management assessed the effectiveness of the Registinternal control over financial reportingatsDecember 31, 2013. In making this
assessment, the Registrant’s management usedt@acestablished imternal Control-Integrated Framework (1998kued by the
Committee of Sponsoring Organizations of the Tremd@ommission. Based on this assessment, the Registmanagement has concluded
that the Registrant’s internal control over finaheceporting was effective as of December 31, 281@no material weaknesses were
discovered



The Registrant’s auditor, the registered publioacting firm that audited the financial statemdiiégl as an exhibit to this Annual Report, has
issued an attestation report on management’s aseassf internal control over financial reporting @& December 31, 2013. The auditor’s
attestation report on management’s assessmeng &dbistrant’s internal control over financial repa is filed as Exhibit 1.4 to this Annual
Report.

C. Attestation Report of the Registered Public Accanting Firm

The attestation report of KPMG LLP on managemess'sessment of internal control over financial répgras at December 31, 2013 is filed
as Exhibit 1.4 to this Annual Report.

D. Changes in Internal Control Over Financial Reporting

During the period covered by this Annual Reporgréhhave been no changes identified in connectitimthe evaluation of the Registrant’s
internal control over financial reporting that hauaterially affected, or are reasonably likely taterially affect, the Registrant’s internal
control over financial reporting.

E. Notice of Pension Fund Blackout Perioc

The Registrant was not required by Rule 104 of Rettun BTR to send any notice to any of its direstor executive officers during the fiscal
year ended December 31, 20

F.  Audit Committee Financial Expert

The Registrant’s board of directors has determthatiMr. Gregory J. Van Staveren, an individualsgy on the audit committee of the
Registrant’s board of directors, is an audit corterifinancial expert within the meaning of Genématruction B(8)(b) of Form 40-F under the
Exchange Act and is independent within the meaonfrigule 10A-3 under the Exchange Act and applic&#eadian requirements.

The SEC has indicated that the designation or ifigatton of a person as an audit committee finahekpert does not make such person an
“expert” for any purpose, impose any duties, oliliyes or liability on such person that are gre#tten those imposed on members of the audi
committee and the board of directors who do natydduis designation or identification, or affecettuties, obligations or liability of any other
member of the audit committee or board of directors

G. Code of Ethics

The Registrant’s board of directors has adopteada of ethics that applies to all directors, officand employees, including its Chief
Executive Officer, Chief Financial Officer and otteenior officers. The Registrant will provide ggf the code of ethics without charge to
any person that requests a copy by contacting thpdtate Secretary of the Registrant at the addhessppears on the cover page of this
Annual Report.

H. Principal Accountant Fees and Service
Audit Fees

The aggregate fees billed by KPMG LLP, Chartereafdasional Accountants, the Registrant’s exteroditars, for the fiscal years ended
December 31, 2013 and 2012 for audit servicesidticty professional services that are normally mietiby external auditors in connection
with statutory and regulatory filings or engagenseot such years were Cdn$508,500 and Cdn$543;28@ectively



Audit-Related Fees

The aggregate fees billed by KPMG for the fiscalrgeended December 31, 2013 and 2012 for assuaanceslated services rendered by it
are reasonably related to the performance of thé aureview of the Registrant’s financial statanseand that are not reported above as audil
fees were Cdn$49,000 and Cdn$67,000, respectiveB013 and 2012, these fees were paid for servargtered in connection with French
translation services for various documents includetie quarterly financial statements and Managem®iscussion and Analysis of
Operations and Financial Position.

Tax Fees

The aggregate fees billed by KPMG for the fiscalrgeended December 31, 2013 and 2012 for professsenvices rendered by it for tax
compliance, tax advice, tax planning and otheriseswere Cdn$73,600 and Cdn$63,812, respectieB013, such fees were paid for the
preparation of federal/provincial tax returns atiteo tax advisory services. In 2012, such fees \ai@ for the preparation of
federal/provincial tax returns and other tax compdie and tax advisory services.

All Other Fees

The aggregate fees billed by KPMG for the fiscalrgeended December 31, 2013 and 2012 other thdhdaervices reported in the preceding
three paragraphs, were Cdn$nil, and Cdn$nil, resmbye.

Audit Committee Pre-Approval Policies and Procedure
All audit and non-audit services performed by tlegRtrant’s external auditor must be pre-approvwethb audit committee of the Registrant.

For the fiscal year ended December 31, 2013, dit@and non-audit services performed by KPMG LLRevere-approved by the audit
committee of the Registrant.

The Registrant has established a Delegation of@itthPolicy which contains a Schedule of Finandiathority. The Delegation of Authority
Policy when read and applied in conjunction withogther policies and procedures of the Registratatdishes authorization limits for certain
types of transactions.

I.  Off-Balance Sheet Arrangements

The Registrant is not a party to any off-balanaseslarrangements that have or are reasonably lizdigve a current or future effect on its
financial condition, changes in financial conditioavenues or expenses, results of operationsditgucapital expenditures or capital resoul
that is material to investors.

J.  Tabular Disclosure of Contractual Obligations

See “Management’s Discussion and Analysis of Op@ratand Financial Position—Financial ConditionsE&lows, Liquidity and Capital
Resources—Contractual Obligations,” included iniBitH.2 to this Annual Report.

K. Identification of the Audit Committee

The Registrant has established a separately-dés@yatanding audit committee in accordance withiGe8(a)(58)(A) of the Exchange Act.
The audit committee is comprised of Messrs. Sté&veBerlin (Chairman), Gregory J. Van Staveren, @n@avid A. Comba. Messrs. Berlin,
Van Staveren and Comba are independent as suclistelefined under the rules and regulations oNN&E MKT LLC.



L.  Critical Accounting Policies

See “Management’s Discussion and Analysis of Oeratand Financial Position—Critical Accounting ies and Estimates,” included in
Exhibit 1.2 to this Annual Report.

M. Interactive Data File

The Registrant is not currently required to subdimihe Commission, nor post to its corporate websih Interactive Data File.

N. Mine Safety

The Registrant is not currently required to diseld®e information required by Section 1503(a) ef Blodd-Frank Wall Street Reform and
Consumer Protection Ac



UNDERTAKING AND CONSENT TO SERVICE OF PROCESS

A. Undertaking

The Registrant undertakes to make available, ingueor by telephone, representatives to respomtjtories made by the SEC staff, and to
furnish promptly, when requested to do so by th€ Stff, information relating to the securitieg@hation to which the obligation to file an
annual report on Form 40-F arises or transactiossid securities.

B. Consentto Service of Process

The Registrant has previously filed with the SEBoam F-X in connection with its common shares. Ahgnge to the name or address of the
agent for service of process shall be communigatechptly to the SEC by an amendment to the Form F-X

EXHIBITS

The following exhibits are filed as part of this iual Report:

Number Document
1.1 Annual Information Form for the year ended Decen8igr201z
1.2 Managemer's Discussion and Analysis of Financial Conditiod &®esults of Operations for the year ended Deceibe201:
1.3 Audited Consolidated Financial Statements for tharyended December 31, 2013, prepared in accorgaticinternational
Financial Reporting Standards, as issued by tlerational Accounting Standards Board, includirgyrigport of the auditors
thereon
1.4 Reports of Independent Registered Public Accourfiing on the Registrant’s Audited Consolidated Rial Statements and on
internal control over financial reporting as of Bawer 31, 201
23.1 Consent of KPMG LLF
23.2 Consent of Chris Rone
23.3 Consent of Dave Pe(
23.4 Consent of Richard Brumm
235 Consent of David Penr
23.6 Consent of Denis Dechat
23.7 Consent of John Coont
23.8 Consent of Cameron McKinnc
23.9 Consent of Philip Bridso
23.10 Consent of Wenchang |
23.11 Consent of William Richard McBrid
31.1 Certification of the CEO and CFO pursuant to Sec862 of the Sarban-Oxley Act of 200z

32.1 Certification of the CEO and CFO pursuant to Secfi66 of the Sarban-Oxley Act of 200z



SIGNATURE

Pursuant to the requirements of the Exchange AetRegistrant certifies that it meets all of thguieements for filing on Form 40-F and
has duly caused this annual report to be signatsdoehalf by the undersigned, thereto duly autteati

NORTH AMERICAN PALLADIUM LTD.

Dated: March 31, 2014 By: /s/ Phil du Toit
Name: Phil du Toi
Title: President & Chief Executive Offic
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Exhibit 1.1

D North American Palladium Ltd.

NORTH AMERICAN PALLADIUM LTD.
ANNUAL INFORMATION FORM
For the year ended December 31, 2013

Dated as of March 31, 20:
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FORWARD-LOOKING STATEMENTS

This Annual Information Form (AIF ") contains ‘forward-looking statements’ and/orrificard-looking information’which include
future-oriented financial information, within thesaning of the ‘safe harbor’ provisions of the Udit&tates Private Securities Litigation
Reform Act of 1995 and Canadian securities lawbs#itements other than statements of historiadldee forward looking statements. The
words ‘expect’, ‘believe’, ‘anticipate’, ‘targetplan’, ‘may’, ‘will’, ‘intend’, ‘estimate’, and similar expressions identify forward-looking
statements, although these words may not be prasattforward-looking statements. Forwdibking statements included in this AIF inclu
without limitation: information as to the Companyas defined below) strategy, plans or future faiahor operating performance, such as the
Company’s expansion plans at the LDI Mine (as a@gfihelow), project timelines, production plans jgcted cash flows or capital
expenditures, liquidity, cost estimates, miningrolling methods, projected exploration resultseres and resource estimates and other
statements that express management’s expectati@ssimates of future performance.

Forward-looking statements, including futwoBented financial information, are necessarilydzhsn a number of factors and assumpt
that, while considered reasonable by managemeaninherently subject to significant business, ecoic@nd competitive uncertainties and
contingencies. The factors and assumptions comtamthis AIF, which may prove to be incorrect, lume, but are not limited to, the followir

. that additional financing for the Comp¢'s capital and development plans will be availaloleluding on reasonable tern

. that the Lac des lles Mine (tI* LDI Mine ") will be and will remain viable operationally anco@omically;

. that mill feed head grade, recovery rates andpritformance will be as expected at the LDI Mi

. that plans for mine production, mine developmenjguts, mill production and exploration will prockas expected and on budc
. that the Company will pursue future developmeniquts;

. that market fundamentals will result in reasonal@mand and prices for palladium eby-productmetals in the future

. that the Company will not be subject to any envinental disasters, significant regulatory changesaterial labour disruption

. that the information and advice the Companyrkasived from its employees, consultants and adviselating to matters such as
mineral resource and mineral reserve estimatesnesmging, mine planning, metallurgy, permitting amironmental matters is
reliable and correct and, in particular, that thedels used to calculate mineral reserves and niiresaurces are appropriate and
accurate; an

. that the Company and its contractors will be ablattract and retain sufficient qualified employe

North American Palladium Ltd. and its subsidiaife8IAP ” or the “Company”) caution the reader that such forward-looking
statements involve known and unknown risks that nzse the



actual results to be materially different from th@xpressed or implied by the forward-looking staggts. Such risks include, but are not
limited to: the possibility that commaodity pricesdaforeign exchange rates may fluctuate; the pdiggithat general economic conditions may
deteriorate; the inability to meet production lesatl cost estimates; inaccuracy of mineral rescamcereserve estimates; decreases in the
market price of palladium or other metals may rertde mining of reserves uneconomic; the demandafaal cost of, exploration, development
and construction services; the possibility of camdtton and commissioning delays; the risks relatefiiture exploration programs, including
the risk that future exploration will not replacéneral reserves and mineral resources that becepletéd; inherent risks associated with
mining and processing including environmental hdzathe uncertainty as to the Company’s abilitgtbieve or maintain projected production
levels at the LDI Mine; the potential uncertaingyated to title to the Company’s mineral properttee risk that the Company may not be able
to obtain external financing necessary to contiteidevelopment and production plans; the Compargliance on third parties for smelting
and refining the concentrate that is producedettrt des lles mill; employment disruptions, inéhgdin connection with collective
agreements between the Company and unions; envirttatrand other regulatory requirements; the aafstemplying with environmental
legislation and government regulations; the risit hermits and regulatory approvals necessaryndwi operations will not be available on a
timely basis, on reasonable terms or at all; Iddey personnel; competition from other producdrplatinum group metals PGMs ") and

from potential new producers; risks involved inremt or future litigation (including class actiom)regulatory proceedings; the development
of new technology or new alloys that could redde=demand for palladium; the ability of the Compé&mgomply with the terms of its loan
agreement and convertible debentures or futuratdeadlities; risks related to the Company’s hedgstrategies; lack of infrastructure
necessary to develop the Company’s projects; thigyadif the Company to maintain adequate inter@trol over financial reporting and
disclosure controls and procedures.

All of the forward looking statements made in tAi§ are qualified by these cautionary statements@her cautionary statements
or factors contained herein, and there can be surasce that the projected results or developnweiitbe realized or, even if substantially
realized, that they will have the expected consege®to, or effects on, the Company. The forwaotkilg statements are not guarantees of
future performance. All forward looking statemeintshis AIF are made as at December 31, 2013, srd#®erwise indicated, and the Compan)
disclaims any obligation to update or revise anwérd-looking statements, whether as a result of indormation, events or otherwise, except
as expressly required by law. Readers are cautinoeth put undue reliance on these forward-loolstagements.

REPORTING CURRENCY, FINANCIAL AND RESERVE INFORMATI ON
The information in this AlF is presented as at Deler 31, 2013 unless otherwise indicated.

Unless otherwise indicated, all dollar amountsmrefto herein are in Canadian dollars.

Unless otherwise indicated, all financial inforneatincluded herein has been prepared in accordaiticénternational Financial
Reporting Standards as issued by the Internatidoebunting Standards Board IFRS 7).

Unless otherwise indicated, all reserve and resoestimates included in this annual informatiomfdrave been prepared in
accordance with Canadian National Instrument 43-101



Standards of Disclosure for Mineral Proje¢tsNI 43-101") and the Canadian Institute of Mining, Metallurggd Petroleum classification
system. NI 43-101 is a rule developed by the Cama8ecurities Administrators that establishes statwdfor all public disclosure an issuer
makes of scientific and technical information candsg mineral projects.

Canadian standards, including NI 43-101, diffengigantly from the requirements of the United &Securities and Exchange
Commission (the SEC"), and reserve and resource information includetim may not be comparable to similar informati@tlosed by
U.S. companies. In particular, and without limitithg generality of the foregoing, this documentube terms “measured resources,”
“indicated resources” and “inferred resources” estors are advised that, while such terms are néoed) and required by Canadian securities
laws, the SEC does not recognize them. The reqeintsrof NI 43-101 for identification of “reserveae also not the same as those of the
and reserves reported by the Company in compliasitteN| 43-101 may not qualify as “reserves” un@C standards. Under U.S. standards
mineralization may not be classified as a “resedéss the determination has been made that therafization could be economically and
legally produced or extracted at the time the mesdetermination is made. U.S. investors are caati;not to assume that any part of a
“measured resource” or “indicated resource” wikkele converted into a “reserve”. U.S. investorsusthalso understand that “inferred
resources” have a great amount of uncertainty #seio existence and as to their economic and liegaibility. It cannot be assumed that all or
any part of “inferred resources” exist, are ecoruatfy or legally mineable or will ever be upgraded higher category. Under Canadian rules
estimated “inferred resources” may not form thedatfeasibility or pre-feasibility studies excaptrare cases. In addition, disclosure of
“contained ouncesih a mineral resource is permitted disclosure u@iaradian regulations. However, the SEC normally parmits issuers
report mineralization that does not constitute érees” by SEC standards as in place tonnage auwle grathout reference to unit measures.
Accordingly, information concerning mineral depeset forth in this AIF may not be comparable viitflormation made public by companies
that report in accordance with U.S. standards.

CORPORATE STRUCTURE

The Company is the successor to Madeleine Mines &tdompany incorporated under Maing Companies AdQuebec) by
letters patent in 1968. The Company completediit&l public offering in 1968 and has been listeith the Toronto Stock Exchange (the *
TSX ") since December 19, 1968. In January 1992, Méadel®lines Ltd. was amalgamated with 2945-2521 Qaéhe and the amalgamated
company was wound up into the federally incorpatgarent company, 2750538 Canada In2750538). 2750538 changed its name to
Madeleine Mines Ltd. and, in June 1993, the nam&ahanged to North American Palladium Ltd. The Canypcontinues to exist under the
Canada Business Corporations AttCBCA ”). The Company has two wholly-owned subsidiarlesc des lles Mines Ltd. (DI ") and
8616868 Canada Ltd. 8616868’). On March 22, 2013, the Company sold its Quebased gold division, NAP Quebec Mines Ltd., which
included the Vezza mine, the Sleeping Giant mirgeraitll complex and its nearby portfolio of expldaat properties to Maudore Minerals Ltd.

In 1991, LDI was incorporated under the CBCA aslasgliary of Madeleine Mines Ltd. to hold a 50%eiast in the Lac des lles
palladium property located approximately 85 kilorastnorthwest of the city of Thunder Bay in theyimoe of Ontario. In 1994, LDI acquired
the remaining 50% interest in the Lac des lles prigpfrom Sheridan Platinum Group Ltd. to becorreegble owner of the property.

4



8616868 was incorporated under the CBCA on Augés2@13. The Company, through 8616868, plans &y cat mineral
exploration in Ontario and Quebec.

The Company’s head and registered office is locat&®D0 Bay Street, Suite 2350, Royal Bank PlaeattsSTower, Toronto,
Ontario, M5J 2J2, Canada, Telephone: (416) 360-7/B8€simile: (416) 360-7709.

The following chart describes the Company’s sulasids and properties as at March 28, 2014. Theeptage ownership is
indicated for each entity. Several of the optioreagnents referenced below have not been fully ésesic

North American Palladium Ltd. — Corporate Chart

Morth American
Palladium Ltd.
Canada
100%
8616868 Canada Ltd. e ot
Canada Lac des lles Mines Ltd.
Canada

[

Legris Lake Property
(Option Agreement)
Ontaria

Salmi Property
(Option Agreement)
Ontario

Lac des lles Mine
Ontario

Buck Lake Property
Ontario

Shabagua Property
{Option Agreements)
Ontario

Bullseye Property % Chisamore Property
Ontario Ontario

Taman Lake Property
Ontario

Tib Lake Property
{Option Agreement)
Ontario

‘Wakinoo Lake Property
{Option Agreement)
Ontario

Demars Lake Property
Ontarig

Dog River Property
Ontario

1005

Varris Property
Ontaric

DESCRIPTION OF THE BUSINESS AND GENERAL DEVELOPMENT S
Three Year History

2011

On February 18, 2011, the Company announced theletion of a bought deal prospectus offering 062,600 flow-through
Common Shares at a price of $8.25 per share far gobss proceeds of $22,002,750.
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On March 22, 2011, the Company announced thab#asdof directors (the Board ) approved the adoption of a shareholder ri
plan (the “Rights Plan”), which was subsequently approved by the Compmmaslgareholders at the annual and special meetidgpheéMay 11,
2011. The Rights Plan is similar to plans adoptgdther public companies in Canada, and was addptedsure shareholders are given fair
treatment in the event of any take-over bid for@menpany’s common shares and to provide sharelsotlErquate time to properly evaluate al
offer. The full text of the Rights Plan can be fdumder NAP’s SEDAR profile at www.sedar.com.

On March 30, 2011, the Board adopted a MajorityirdpPolicy for the election of directors in uncostel elections. Pursuant to
that policy, if a nominee does not receive theraiditive vote of at least the majority of votes aghe meeting of shareholders, the director
shall forthwith submit his or her resignation. TBeard will then determine whether to accept thégrestion as soon as possible and in any
event within 90 days of the shareholders’ meeting.

On June 13, 2011, the Company released an updatedatresource estimate for the Offset Zone at.beMine.

On June 13, 2011, the Company filed a new NI 43+1&pbrt for the previously owned Sleeping Giantenémtitled, “Technical
Report, The Sleeping Giant Mine, Northwestern QudReserves and Resources on December 31, 201@rpeepy Vincent Jourdain, Eng.,
Donald Trudel, Geo. and Marc-André Lavergne, Eng.

On June 28, 2011, the Company provided an updatieeofirst tranche of drill results from its 2014péoration program at the LDI
Mine, including additional platinum group eleme({t$GE ") intersections from an area known as the CowbogeZlocated west of the Offset
Zone.

On July 12, 2011, the Company released results fim2011 exploration program at the Company‘eviously owned gold divisic
in Quebec’s Abitibi region, including surface amitlerground drilling results at the Vezza project.

In July 2011, the Company increased its operatirggdf credit with a major Canadian bank from $30iom to $60 million to
provide the Company with the financial flexibility advance its development projects (tHerédit Facility ”). The Credit Facility is secured
by a first priority security over the Company’s aoaots receivable and inventory.

In August 2011, the Company entered into an opdiwth purchase agreement to purchase a 100% initetast Salmi property,
located near the LDI Mine.

On August 26, 2011, the Company released a minesalirce update for its previously owned Flordiopgrty.

On September 14, 2011, additional results werasele for the Lac des lles property exploration @og including positive infill
drill results in the Offset Zone and significantrraialization close to the deepest limit of the thement resource wireframe.

On October 4, 2011, the Company sold $70 milliosefior secured notesotes”) by way of a private placement with Sprott
Resource Lending Corp., who was the lead inventtité Notes. The Notes bore interest at a rate2&9%9 per year, payable semi-annually
commencing on March 31, 2012, with a maturity ddt®ctober 4, 2014. The Company also issued agialiawarrant with each $1,000
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note. Each palladium warrant entitles the holdgruxhase 0.35 ounces of palladium at a purchase pf US$620 per ounce anytime up to
October 4, 2014. The Company sold an additionah$on of Notes and related palladium warrantsNwvember 1, 2011.

On October 5, 2011, the Company provided an upataies mine expansion plan for the LDI Mine thatttaed in certain scope
changes from its previous approach. The updatadtplzk into account the increased size of the ®#s@e resources, updated price
assumptions for capital expenditures, newly avi&labismic information, and updated certain det#Hilhe mine design. The Company
provided an update on its development progressglisas clarifying certain details related to migimethod, stope design, and capital
expenditures.

2012

On January 17, 2012, the Company announced tharévéously owned Vezza project commenced procgssinulk sample at the
Sleeping Giant mill, achieving results in line wiékpectations. The Company also announced itstinteto cease mining operations at the
Sleeping Giant mine and that it would restructledold division, resulting in a non-cash impairingmarge on the Company’s gold assets of
approximately $50 million, which was reflected aufth quarter 2011 financial results.

On January 30, 2012, the Company provided an updatiee third and final tranche of drill resulterfr its 2011 exploration
program at the LDI Mine. Mineralization was discoe@ 300 metres to the west of the Offset, Cowbay@utlaw zones and surface
mineralization was encountered from trenches atbag\North VT Rim (northeast of the Lac des llesropi).

On February 24, 2012, the Company announced theirggpgent of Dr. David C. Peck as Head of Explonatid the Company,
effective March 1, 2012.

On April 30, 2012, the Company announced the cotignie®f a bought deal flow-through financing of 309,000 flow-through
shares for total gross proceeds of $35,030,000.

On May 2, 2012, the Company entered into an agreewi¢h Vale Canada Limited (Vale ") for the smelting and refining of
concentrate from the LDI Mine at the Vale CoppéffGlickel Smelter.

On May 3, 2012, the Company entered into an oiwhpurchase agreement with Houston Lake Miningwiereby the Compa
obtained an option to purchase a 100% intere$tertb Lake property located northwest of the LDih®] subject to a 2.5% NSR royalty in
favour of a third party on a portion of the claiarsd a 2.5% NSR royalty in favour of Houston Lakenig Inc. for the rest of the claims.

On July 9, 2012, after receiving necessary finatpction permits, the Company announced that itldvdalay commercial
production at the Vezza project and begin explodivgstiture opportunities for its gold assets.

On July 10, 2012, the Company announced a bougthfidancing of $43,000,000 principal amount of8d convertible unsecurt
subordinated debentures with a maturity date ofe®eper 30, 2017. The offering was completed on 3u[y2012.

7



On July 16, 2012, the Company provided an updaiesd012 exploration program at the LDI Mine, imting drill results from
Offset Zone infill drilling, and confirmation th#tte area known as the Sheriff Zone located ea$ieoDffset Zone extends to the surface.

On August 8, 2012, the Company released an updaiteztal reserve and mineral resource estimatehfot. DI Mine.

On September 13, 2012, the Company announcedsh@hairman André Douchane would be appointedimt&hief Executive
Officer, replacing William Biggar who would be netig effective September 30, 2012. The Company afsmunced that it commenced an
executive search for a new permanent Chief Exee@ifficer.

On September 26, 2012, the Company entered intwchase agreement with Platinex Inc. whereby tha@@my purchased a 10(
interest in four unpatented mining claims nearTielLake property, subject to a 0.5% NSR royaltyamour of Platinex Inc.

On October 15, 2012, the Company provided a dewadmp update on its LDI Mine expansion, disclosimat the operation of the
shaft was expected to be delayed until the thiattgn of 2013 and all other development was pragngson schedule.

On November 30, 2012, the Company announced theletion of a bought deal flow-through financing2#25,000 flow-through
shares of the Company on a private placement Basistal proceeds of $4,001,250.

On December 11, 2012, the Company provided an apmaits exploration activities at the LDI Mine nding infill and extension
drilling targeting the Offset Zone, and other gfédds properties in Ontario.

On December 13, 2012, the Company announced tlgnagion of Jeffrey Swinoga, Vice President, Firmaod Chief Financial
Officer of the Company, effective January 4, 2013.

On December 19, 2012, Tess Lofsky was appointed Fiesident, General Counsel and Corporate Segretar

2013

On January 14, 2013, the Company provided a deraapupdate on its LDl Mine expansion. The Compdisglosed that it had
made significant progress advancing the criticpkats of the expansion including completion ofrifegor construction components on surfe
while shaft sinking was progressing well, in linghathe Company’s scheduled rates of advancement.

On January 22, 2013, Dave Langille was appointadf@inancial Officer of the Company.

On January 31, 2013, the Company provided an ugpdtatis drill results from the second half of i&12 underground and surface
exploration programs at the Lac des lles prop&t#finition drilling resulted in broad zones of lomgrade palladium mineralization, contain
local higher-grade intervals which enhanced theii#ne near-surface resource potential.
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On February 13, 2013, the Company announced thg fiff a final base shelf prospectus allowing tlmempany to make offerings
Common Shares (including flow-through shares), debtirities, warrants and subscription receiptimaggregate principal amount of up to
US$300 million during the 25-month period that delf prospectus remains effective.

On February 19, 2013, the Company filed a new NL@3B report titled “Technical Report Lac des llem#®] Ontario, Incorporating
Prefeasibility Study Offset Zone Phase 1" prepdmgdetra Tech WEI Inc. (Tetra Tech”) for the LDI Mine (the “2013 LDI Report”),
which included an initial mineral reserve estimael prefeasibility study for Phase | of the Off8ene. For the purposes of the 2013 LDI
Report, the mineral reserves were effective asath31, 2012 included the Phase | portion of tfisgDZone above the 990-metre mine leve
(4,490 metres elevation), which qualified due togity of drilling. The diluted mineable mineral eeges contained within the stope wireframe
at a 2.5 grams/tonne ¢/t ") Pd cut-off grade were estimated to be 7,741 fodbes at a grade of 4.30 g/t Pd.

On February 21, 2013, the Company announced tia¢@mber 31, 2012, it had concluded that the eredole amount of the gold
division was lower than the carrying value. As sute the Company recognized an impairment chaf@&56.0 million on the gold division
assets for the year ended December 31, 2012.

On March 4, 2013, the Company announced the appeirtof Mr. Robert Quinn to the position of Chaimand that Mr. Andre
Douchane would continue to perform Chief Execu@féicer responsibilities.

On March 15, 2013, the Company announced thatdesd@had adopted an advance notice by-law (B-Law ") to provide
shareholders, directors and management of the Qoynpith a clear framework for nominating directéos election to the Board and timely
information in connection with such nominations. émg other things, the By-Law requires that advaratéece be given to the Company in
circumstances where nominations of persons fotieleare made by shareholders other than pursoditd requisition of a meeting made
pursuant to the provisions of the CBCA,; or (ii)reeeholder proposal made pursuant to the provisibtiee CBCA. No person will be eligible
for election as a director of the Company unlessinated in accordance with the provisions of theLBy. The shareholders of the Company
confirmed and ratified the By-Law at the annual apdcial meeting of shareholders held on May 932Uhe full text of the By-Law can be
found under NAP’s SEDAR profile at www.sedar.com.

On March 21, 2013, the Company announced the appeirt of Mr. Phil du Toit as President and Chie&é&ixive Officer effective
March 25, 2013.

On March 22, 2013, the Company sold its Quédiesed gold division, NAP Quebec Mines Ltd., whictluded the Vezza mine, 1
Sleeping Giant mine and mill complex and its negrbstfolio of exploration properties to Maudore Mrals Ltd.

On May 6, 2013, the Company announced the resmafiMr. Greg Struble as Vice President and CBigérating Officer
effective May 15, 2013.

On June 7, 2013, the Company entered into a syliscriagreement in respect of a fully subscribedape placement of flow-
through shares (theFlow-Through Shares”) for aggregate gross proceeds of approximatety idllion. The Company issued the Flow-
Through Shares in two tranches. The first trandbged on June 19, 2013 and the second tranchedabeséuly 23, 2013.
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On June 7, 2013, the Company extended its Credilifyeby an additional year to July 4, 2014.

On June 7, 2013, the Company announced the commpletia US$130 million term loan financing (th8fookfield Debt ) with
Brookfield Capital Partners Ltd. Brookfield ") which bears interest at 15% per annum and isJdune 7, 2017. The Brookfield Debt was
amended on November 29, 2013, resulting in an iaddit advance of US$21.4 million in cash to supploet Company’s working capital needs
and continue funding operating and capital expeneiét at the LDI Mine. The cash received consisfethadditional US$15 million of term
loan and a refund of US$6.4 million of cash intepsviously paid to Brookfield, which was addedhe existing facility. Pursuant to the
amendment, the Company’s interest rate increasedio 19%. The Brookfield Debt is secured by fisority security over the Company’s
and LDI's assets other than the accounts receivaiiddnventory.

On September 4, 2013, the Company announced tleeraiment of Mr. James E. Gallagher to the positb@hief Operating
Officer effective October 1, 2013.

On September 5, 2013, the Company provided an epmteits drill results from the first half of it®23 underground and surface
exploration program at the LDI Mine and announdet it had completed estimates for some near-sairfaneral resources on the North VT
Rim and the Sheriff Zone of the LDI property.

On October 21, 2013, the Company announced thatithegun hoisting material through the new shafieal DI Mine and that tr
production, service and auxiliary hoists were fulpyerational and the skipping system had been sseftdly tested with full loads of material.
The Company also announced that it planned to d¥fase Il of the shaft expansion at depth.

On November 14, 2013, the Company announced thaltlase | expansion, which entailed sinking a sbhafpproximately 825
metres below surface and setting up the requiredstiucture to mine and transport the undergraDffset Zone ore, was essentially compli
and operations were transitioning from ramp to tshafilage with both ore and waste being hoistealtyin the shaft.

On December 23, 2013, the Company provided an apmatits drill results from the second half of2&l3 underground and
surface exploration program at the LDI Mine. Suefatineralization was discovered on the upper Ratnyezhortheast extension.

2014 Year to Date

On January 31, 2014 and February 10, 2014, the @oynglosed the first tranche of a public offeriffigip to $75 million principal
amount (in two tranches) of 7.5% convertible unsedw$subordinated debentures and associated wafoarsiggregate gross proceeds of $32
million. The warrants were subject to disinteresthdreholder approval. On March 28, 2014, the Compeld a special meeting of
shareholders pursuant to which disinterested sbaters: (i) approved the exercise of the warrast®eiated with the $32 million first tranche
offering of convertible debentures; (ii) approveed second tranche offering of up to $43 milliorcofivertible debentures and associated
warrants; and (iii) approved an alternative offgrin the event that the second tranche offerirdglayed or abandoned.
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On March 21, 2014, the Company provided an updaiésanineral reserve and mineral resource estisratd life of mine plan for
the LDI Mine, as well as an update on 2014 openatand production. Total reserves were estimatee th5.0 million tonnes at a grade of 2.8
g/t Pd. Palladium production and operating costiaimuary and February were ahead of guidance.

On March 31, 2014, the Company filed a new NI 43-fdport titled “Technical Report for Lac des IMme, Ontario,
Incorporating Prefeasibility Study of Life of Mirlan” prepared by Tetra Tech for the LDI Mine (th2014 LDI Report™). The report
includes an update on the previously announcedmalineserve and resource estimates and life of plisne for the LDI Mine.

Business Overview

The following contains forward-looking statements duture-oriented financial information about tB®@mpany’s business.
Reference should be made‘Forward-Looking Statements” on page 2. For a déption of material factors that could cause the Qamy’s
actual results to differ materially from the forveatooking statements in the following, please seesk Factors” beginning on page 54.

North American Palladium Ltd. is an establisheccjmes metals producer that has been operatintagstip LDI Mine in Ontario,
Canada since 1993. The Company’s vision is to becathow cost mid-tier precious metals producer afireg in mining friendly jurisdictions.

The Lac des lles property (including the LDI Mingdamill complex) is the Company’s only material pecty. LDI is one of two
primary palladium producers in the world, offeriingestors exposure to the price of palladium. 1620he Company completed Phase | of the
LDI Mine expansion, including the construction aféning shaft and commissioning of the shaft aredthderground ore handling system.
production ramp up utilizing the new shaft infrasture is progressing well and the Company wilu®on increasing underground production
through the shaft. It is expected that this expgansiill result in increased palladium productioreaeduced cash cost per ounce.

Through an investment of $109.5 million excludirapitalized interest in 2013, the Company achievadraber of critical
development milestones and was able to signifigatdi/ance the project. In 2013, the mine expand@welopment was primarily focussed on
completing the development work related to the shaft infrastructure and commissioning the shadt@mderground ore handling system.

There remains significant exploration upside atlthé Mine. Management will focus on advancing waokpotentially extend the
life of mine through the future successful convamsdf resources into reserves. The explorationdgpisi further complemented by the LDI
Mine’s significant excess mill capacity and estsifdid infrastructure. Outside of the LDI Mine prapethe Company'’s regional PGE
greenfields properties cover approximately 29,0a&dres (71,701 acres), including several of thstp@spective mafic complexes in the
area. The Company remains committed to maintaiaipgrtfolio of development-stage and exploratiagstprojects at and near the LDI Mine
property and is actively engaged in significantlergtion programs aimed at increasing its minezakrves and mineral resources.

The Company also owns other advanced projectsdimgub0% ownership of the Shebandowan West projde.Company does
not consider this property to be material at timeet
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For the 2013 fiscal year, the Company’s revenualeat $153.2 million. The Company’s revenue by cardity totalled $103.1
million for palladium, $15.6 million for platinun$14.7 million for gold, $9.9 million for nickel, $8 million for copper and $0.2 million for
other metals, representing approximately 67.3%2%09.6%, 6.5%, 6.3% and 0.13% respectively dbiial consolidated revenue.

As of December 31, 2013, the Company had 429 erapkyOf this number, 390 employees worked at tleedea lles property, 19
out of an exploration office in Thunder Bay, eigihthe Company’s finance and administration offic&@hunder Bay and 12 at the Company’s
corporate head office in Toronto.

General Description of Palladium

The Company produces concentrate at the Lac desiileand may sell the concentrate directly to keme for processing, into the
spot market, or directly to end users after théagaim is refined. In each instance the price faltguium is expected to be determined with
reference to prevailing spot market prices.

Platinum group metals are rare precious metals withue physical characteristics that are usedviersie industrial applications
and in jewellery. The unique characteristics of P&Ahtlude: (1) strong catalytic properties; (2) elent conductivity and ductility; (3) a high
level of resistance to corrosion; (4) strength dachbility; and (5) a high melting point. The si§Ms also include platinum, rhodium,
ruthenium, iridium and osmium.

Demand for palladium is diversified by geographg @and market. Palladium is primarily used in thenofacture of catalytic
converters in the automotive industry, as wellrathe manufacture of jewellery and electronics, iandkental and chemical applications. As a
precious metal, there is also investment demangdiiadium in the form of doré bars, generally hesdphysical inventory by exchange traded
funds (“ETFs ") and institutional investors.

Palladium is typically produced as a by-productah&tom either platinum mines in the Republic oli8oAfrica (approximately
38% of world mine production) or Norilsk Nickel'sines in Russia (approximately 41% of world minedarction). North America contributes
approximately 14% to the world’'s supply of palladiuThe Company’s LDI Mine is one of only two prinpgroducers of palladium in the
world.

Palladium Supply and Demand Fundamentals
Mine Supply

There are very few palladium producing regions dwitle and few known economically viable ore bodRRgssia and South Afric
which are known to be higher-risk jurisdictionsgagnt for almost 80% of global mine palladium proiiton, which was estimated to be
approximately 6.43 million ounces in 2013. Growttpalladium mine supply is constrained, largelyrayio political, infrastructure cost and
labour issues in South Africa, declining palladiproduction in Russia, and a limited number of newjgrts on the horizon in the near term.

In particular, South African production is challenigby deeper mines, power and water limitatiorghéni operating costs,
geopolitical risks, shortage of skilled labour, #teengthening of
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currencies and labour disruptions. There do noeapfo be any near-term solutions in place andrasudt the South African PGM mining
industry has begun contracting.

Secondary Suppl

Secondary supply is derived from recycling (whiskestimated to have contributed approximately 2lftom ounces in 2012 and
from a Russian government stockpile. The stockpiteelieved to have contributed about 1 million cesmper year to the market in the past
decade, and was consequently considered to beca ovagrhang on the palladium price. It is estimdigdndustry experts that the Russian
stockpile contribution has fallen to under 250,00@ces in 2012 (record low), while declining evaritier in 2013. Accordingly this stockpile
is now believed to be essentially depleted, oratdomger be a significant contributor to secondargply.

Fabrication Demand

The primary source of fabrication demand is from alntomotive sector, which consumes approximaté¥s 6f world palladium
production for the manufacture of catalytic congest Palladium is used in a car’s exhaust systeémelforeduce harmful emissions into the
environment by converting them into less harmfuboa dioxide, nitrogen and water vapour. Palladipkatinum and rhodium are the primary
components in catalytic converters.

The demand for palladium in the automotive indulig more than doubled in the last ten years daa tncrease in global
automotive production and the tightening of emissistandards worldwide, resulting in steady grawttine use of catalytic converters.

The primary driver of growth in the automotive seds from the emerging economies — Brazil, Rudsidia and China (BRIC )
— where there is emerging affluence, very low pexien of vehicles per capita, and the affordabiitgtor is high due to low interest rates and
leasing programs. Light global vehicle productisiiarecasted by IHS Automotive to increase at agmmd annual growth rate of 4% to over
100 million units by 2017, with most of that growdhiven by the BRIC economies.

Underpinning the demand for catalytic convertetthésadoption of emission control standards inBREC economies, which
mandate the use of catalytic converters. As thes&ion standards get more stringent, this transiatesncreased palladium usage in the
catalytic converter. Catalytic converter manufaetsihave also started to substitute palladiumanegbf platinum for use in diesel powered
engines. There is approximately 30% substitutioplafinum with palladium in diesel engines.

Other sources of fabrication demand include: 128mfelectronics, 5% from dental, 5% from chemical &% from jewellery. In
the electronics industry, palladium’s demand hanbésing in recent years. This increase is largéiybutable to an increase in demand for
palladium bearing semiconductors that are usedainynelectronic devices, including cellular telepbspersonal and notebook computers, fa
machines and home electronics. In the dental imgdysalladium is widely used in alloys for dentastoration. Palladium is also used in the
manufacture of jewellery and may be used eithatoown or as an alloy in white gold. Additionallyalladium is used in crude oil refining
catalysts, chemical process catalysts and varibesial applications, including the manufactur@ahts, adhesives, fibres and coatings.
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Investment Deman

An important macroeconomic trend has been the aserén demand for palladium for investment purpoSa®eng investor
sentiment for precious metals has provided sugposd favourable palladium pricing environment.riggsed participation by a greater variety
of market participants, the resulting improvemeniquidity and the introduction of new investmemhicles are all improving investment
demand for palladium.

Like gold, platinum and silver, palladium is incsgagly viewed as an attractive precious metal taathelp diversify investment
portfolios. Together, the ETFs are believed to twddr 2 million ounces, and they are physicallykeaicby palladium bars.

Price Outlook

The palladium market is forecasted by industry egp® remain in a substantial supply deficit tstarted in 2012 due to the
favourable outlook of strong fabrication and inmesht demand, constrained supply due to operat@ralenges in South Africa and a belief
that the Russian palladium stockpile is nearindatam. Other factors contributing to the projectificit are the expected positive net
investment in the ETF market, lower sales of palladfrom Russia and South Africa, and increasingaled in autocatalyst applications.

In 2013, the average price of palladium was US$¥@5Sounce, ranging from a low of US$643 per outwe, high of US$774 per
ounce. As of March 28, 2014, the price of palladives US$771 per ounce.

The Lac des lles Property

For a description of the meaning of certain teclahterms used in this AlF, please see the “Glossdryerms” beginning on page
74.

The Companys only material property is the Lac des lles propérhe property is located approximately 90 kildrae northwest ¢
the city of Thunder Bay, Ontario, Canada. The priypeonsists of an open pit, an underground mirnessible by ramp or by shaft, and a mill
with a nominal capacity of approximately 15,000rtes per day. The primary deposits on the propeetyhee Roby Zone and the Offset Zone;
both disseminated magmatic nickel-copper-PGM dépoBhe Company has also identified other minegdliareas on the property, including
the North VT Rim, Sheriff Zone, Baker Zone, and WM®done. The Cowboy and Outlaw Zones now form pftthe area known as the Offset
Footwall Zone.

The Company began mining the Roby Zone open difB8 and in April of 2006, the Company also begamrercial production
underground by mining the higher grade portiorhef Roby Zone. On October 29, 2008, the LDI Mine plased on temporary care and
maintenance due to declining metal prices durireggiibbal financial crisis.

On December 8, 2009, following improvements inguilim prices, the Company announced its intentaestart underground
operations in the Roby Zone, and on April 14, 2Gh6,Company announced that it had resumed pradufrom the Roby Zone.
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In late 2010, the Company commenced the expangits oDl Mine in order to access the Offset Zoibe purpose of the
expansion is to transition operations from miniing namp access to mining via shaft while utilizengigh volume bulk mining method. As part

of the expansion, the Company installed a shadtdepth of approximately 825 metres below surfackextended the ramp from the Roby
Zone to the Offset Zone.

The following is a description of the LDI propethat has been summarized from the 2014 LDI Refled 6n March 31, 2014,
which is available for review on SEDAR at www.sedam, and is subject to, and is qualified in itirety by reference to the 2014 LDI
Report. The authors of the 2014 LDI Report are lifjad persons” under NI 4301. The mineral reserve and mineral resource astsrfor thi
LDI property were prepared with an effective dat®ecember 31, 2013.

Property Description and Locatio

The LDI property is located at latitude 49°10’ tprongitude 89°37’ west, 90 kilometres northwesthe community of Thunder
Bay in northwestern Ontario. The LDI property corees approximately 8,623 hectares (21,307 acresjirdral claims and leases. LDI, a
wholly owned subsidiary of NAP, holds a 100% ingtii@ six mining leases, comprising 3,513 hecté8e880 acres). Contiguous with these
leases are 54 mineral claims (consisting of 33ibclaits) held 100% by LDI and covering 5,109 hee$a(12,624 acres).
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Figure 1: LDI property location map
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On August 31, 1994, LDI, Sheridan Platinum Groug. l(t SPG") and John Patrick Sheridan $heridan”) entered into a royalty
agreement pursuant to which SPG and Sheridan éraedfcertain LDI property claims and leases to lrtDéxchange for a NSR royalty.
Pursuant to the royalty agreement, NAP is requiogoshy SPG and Sheridan 5% of the NSR royalty dtMDe until the expiration of the LDI
property leases. Four of the six mining leasesrexgm August 31, 2027, and the remaining two leagpse on September 30, 2027.

The LDI property is underlain by mafic to ultrantafocks of the Lac des lles intrusive complex ia Wabigoon Subprovince of the Canadian
Shield. The intrusive complex is an irregularly{séad Neoarchean-age mafic-ultramafic intrusive bealying maximum dimensions of
approximately 9 kilometres in the north-south dil@t and approximately 4 kilometres in the eastiwi@®ction. The complex incorporates
three discrete intrusive bodies: (i) the North das lles intrusion characterized by
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a series of relatively flat-lying and nested ultedim bodies with subordinate mafic rocks; (i) téne Block intrusion (“MBI "), host to all of
the stated Lac des lles mineral reserves and res®and (iii) the South Lac des lles intrusionfedpminantly mafic (gabbroic) intrusion
having many similarities to the MBI in terms of kalypes and textures.

To date, NAP’s exploration activities have beerugsd on the MBI. The MBI is a small, teardrop-stiapefic complex with
maximum dimensions of 3 kilometres by 1.5 kilomstaed having an elongation in an east-northeasttitin. The MBI consists of gabbroic
(noritic) rocks having highly variable plagioclaggroxene proportions, textures, and structures. NIBI was emplaced into predominantly
intermediate orthogneiss basement rocks. The MBitéssected by a series of brittle to ductile fauand shear zones, some of which appear t
control the distribution of higher grade palladiomineralization. A major north-trending shear zoppears to have cut the western end of the
MBI and is spatially associated with the developh@#high-grade palladium mineralization. Textuaald mineralogical variability is greatest
in the outer margins of the MBI, especially alohg tvell documented western and northern margirtshitet most of the known palladium
resources. Commonly observed textures in the namrginal units of the MBI include equigranulanef to coarse-grained (seriate textured),
porphyritic, pegmatitic and varitextured.

For purposes of the 2014 LDI Report, the resoucoesained in the Roby and Offset Zone deposits bhaesm separated into discr
hangingwall and footwall zones (See Figure 2 belde Roby Zone deposit extends to a minimum dep@b0 metres below surface. It
includes a thick footwall zone in the west (tenditmdreds of metres wide) and a thinner, approxmé to 20 metre-thick hangingwall zone
in the east. The Offset Zone deposit shows sirgitade distributions to the Roby Zone. The formdreBeved to represent the along strike
continuation of the Roby Zone deposit but havingrbdisplaced from the latter along the east-styikind north dipping Offset Fault. The
Offset Zone deposit remains open toward surfacthgsoutheast and at depth (greater than 1,50@snatlow surface). The Offset Zone is
host to a majority of higher-grade palladium resesron the LDI property and is the focus for curterderground mine production,
development and exploration drilling.
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Figure 2: Type Geological Section through the Offset Zone @&#p(looking North through the central portiontbé deposit)
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The following are the mineralized zones on the pBiperty:

Roby Zone

. Main Roby Zone: The main part of the Roby Zana palladium-enriched disseminated sulphide depdth a strike length of
approximately 1,000 metres and a maximum widthppfraximately 800 metres. The Roby Zone depositrelgd¢o a minimum depth of
650 metres below surface. The deposit includegck thotwall zone in the west (tens to hundredsnetres

18



wide) and a thinner, approximately 5 to 20 metiekthanging wall zone in the east. Underground ngrof the Roby Zone commenced
in 2006 and has been confined to the higher-gradeob the deposit, the hanging wall zone. By thé ef 2013, most of the underground
reserves in the Roby hanging wall zone had beeerdninit. However, most of the lowgrade footwall mineralization beneath the cur
floor of the Roby open pit is undevelop

Roby Zone Northeast Extension: Historical amcent exploration and infill drilling on the northeend of the Roby Zone has shown that
the Roby hanging wall zone extends, at least intenily, along an apparent curvilinear trend todvéire northeast, possibly connecting

to the western end of the North VT Rim. Addition#ill and extension drilling will be required tesess whether economic grade-width
palladium mineralization is developed along the YRNbrtheast Extensiol

Roby Zone Southeast Extension: An internaleevof results obtained from historical drilling tre southern Roby Zone confirmed that
the hanging wall zone extends beyond the soutlimitdf the historical resource shell until it rées the Offset fault, where it is abruptly
terminated. As observed in the Northeast Extensimh-grade palladium mineralization tends to beegrarrower and more erratically
distributed moving beyond the historical limitstb@ hanging wall zone resource shell. NonethethssRoby Zone Southeast Extension
remains a potential lonc-term development opportunity that will be asseshealgh future engineering studies and economityaes.

Offset Zone

Offset Zone: Discovered in 2001, this zonetsated below the Offset fault structure, whers iisplaced down and approximately 300
metres to the west. The Offset Zone was previodisigled into three grade and geology-based subzdmesigh grade subzone, the mid
subzone, and the footwall subzone. However, regsaurce modeling indicates that this subdivisoarbitrary and that from both a
mining and geological perspective, the footwallzuie and mid subzone together with the former Covaral Outlaw zones are more
appropriately considered as a single unit of lograde mineralization displaying significant locehde variability, herein defined as the
Offset Footwall Zone

Offset Hanging Wall Zone: Hanging wall zone sralization is a broadly stratabound unit develogletig a northstriking and steeply
(east) dipping contact between the equigranul&GAB ") in the east and the varitextured gabbr& GAB ") hosted lowgrade subzon
in the west. Its width varies from 4 to 30 metm@ih an average of 15 metres. Approximately 2%hef ©ffset Hanging Wall Zone is
occupied by late dikes (dilution) and approximatig is occupied by shears and faults. The southarnof the Hanging Wall Zone
appears to gradually disappear over a distanc® td 200 metres along strike and immediately tosthath of the new shaft. Undergrot
mining of the Offset Hanging Wall Zone commence@@i3 in the upper part of the currently defineskrges and resource

Offset Footwall Zone: The lower-grade Offsebfeall Zone is equivalent to the Roby Footwall Zohés a northstriking mineralized
package having widths of tens to hundreds of meinelsextending west to the poorly defined westentaxct with basement gneiss. It |
a sharp contact with the Offset Hanging Wall Zonédts eastern margin. The exact western limit so@ifset Footwall Zone remains
poorly constrained. Additional exploration drillingll be requirec
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to adequately define the position and form of tasdment MBI contact and the extent and qualityatlhdium mineralization on the
footwall side of the Offset Zone depo:

. Potential Upper and Southeast Extensions t@ffeet Zone: Exploration drilling in 2013 has shothat palladium mineralization is
intermittently present along a postulated southegt&nsion branch or “pantleg” to the main Offseh& deposit that was interpreted from
a 3D model of the EGAB unit. Follow up drilling iganned for this area during the 2014 exploratimypam.

North VT Rim

. North VT Rim Zone: The North VT Rim Zone is a 2ddbetre long, ea-to-northeast-striking mineralized zone consistifigheared and
altered VGAB and heterolithic gabbro brecciddGABBX ") and subordinate, boudinaged melanorite layeefjawlikes, aplitic to
pegmatitic granitic veins, and quartz veins. Palladgrades are extremely variable within the N&fthRim Zone and to date, no mine
reserves have been declared. Exploration has Jabgeln restricted to trenching and shallow drillipgrticularly in the westernmost end
of the North VT Rim subzone where a small rsurface mineral resource was defined in 2!

. Creek Subzone: Located approximately 2 kiloeetrortheast of the Roby Pit in the northeastese o6 the MBI, near the contact with
the north Archean Lac des lles Intrusive Comp

Sheriff Zone

. Sheriff Zone: The Sheriff Zone is a combinatadrthe former Southeast Roby, Twilight and SouttzeBnes connected through additional
drilling and with some material recently moved iattl 43-101 compliant resource. The Sheriff Zoas been subdivided into North and
South subzones based on location relative to tfeeOfault. Very recent exploration drilling ha®idified an area of atypically high-
grade palladium mineralization located within thee&ff North subzone and within 40 to 50 metreswfface. The zone is generally
poorly exposec

Baker Zone
. Baker Zone: Located approximately 500 metres tostheh of the North VT Rim Zone in the central parthe MBI.

Moore Zone

. Moore Zone: A low-grade, presently uneconomimeralized zone, located approximately 500 metoegh of the current Roby Pit with
similar lithologies and textures to other MBI briact

20



Figure 3: Geological map of the Lac des lles mine blockusion showing the location of the currently defimaineralized zones on the Lac
des lles mine property.
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The Company reports that its operations and faslicomply in all material respects with legislatia effect as of the date of the
2014 LDI Report and that it holds all necessaryrapgls and licenses for its operations at the rama for all planned expansion projects. The
Company believes that the LDI Mine is current withpermitting and licensing requirements.

Summary of Permits

Approval Reason for Approva
Air CoA (Amended) Approval for site wide air emissions
0112-889Q2zX
Industrial Sewage Works CofA Approves the TMF; the discharge of sanitary sewiage
4-004¢-92-936 the facility, and landfil
Municipal and Private Sewage Works CoA Approves sewage treatment plant at operation camp
680€¢-4KTPB9
Land Use Permit Approves the hydro line to Silver
LUP SPR105¢ Falls
Land Use Permit Approves the operations camp and parking lot
LUP SPR105¢
Land Use Permit Approves the expansion TMF

LUP SPR105¢
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Approval Reason for Approva

Permit to take water Approved withdraw of 908 L/min or 1,307,520 L/d

858:-8WPL3N

Permit to take water Approved withdraw of 24,000 L/min or 35,000,000

002097NJES

Permit to take water Approved withdraw of 1,900 L/min or 27,000,000 L/d

1607-7S8LCB

Lac Des lles Mine Closure Plan Approved the Project and is updated when changes to
the mine site occt

Generator Registration Number Allows the disposal of subject wastes, as per Reigur
501/01

CofA Air Air

9997-6M4I3B

CofA Sewage Industrial sewage works

201¢-7X4HML

CofA Building Old administration building

3-1404-98-006

CofA Sewage Assay laboratory and mill

867¢-4QGGY5

CofA Waste Management Provisional approval waste management system

A900369

CofA Waste Disposal Site Provisional approval waste disposal site

A770072

The Company is responsible for all costs of closumg reclamation at the LDI Mine and the curremeartilosure plan currently
provides for approximately $13.6 million of closumed reclamation costs. This obligation is secimed letter of credit in the amount of
approximately $14.1 million. A closure plan amenditneas recently submitted to MNDM to include newelepments within the footprint,
including the shaft, and the Company’s plan to ptgdly expand mining operations by developing tiegth expansion of the existing pit and
the Baker Zone.

Accessibility, Climate, Local Resources, Infrastituce and Physiology

The LDI property is located approximately 90 kilanes northwest of Thunder Bay. Access to the sigdvided by a year-round
gravel access road (which is open to the publicraahtained by the Company) that connects to Poiafitdighway 527 at a point 16
kilometres east of the mine. The nearest accessl tvansport would be at Thunder Bay or Armstro@agtario, approximately 90 kilometres to
the south and 133 kilometres to the north, respelgti Air access is available in Thunder Bay andhéirong, Ontario. Thunder Bay has an
international airport which is serviced by sevenaljor airlines. Thunder Bay provides most of thevises and mine and mill consumables
required by NAP’s LDI property, as well as accessxperienced staff and personnel with good miming processing expertise.

The LDI property is located in northwestern Ontawigich lies within the Superior Province of the @dian Precambrian Shield.
The topography of the site is favourable for trecpment of facilities, being generally of low réliglevations on the LDI property range from
418 to 550 metres above sea level, exclusive obples pit.

The LDI property experiences hot summers and catdens, which are typical of the region. Maximundaninimum temperatures
range from an extreme low of -30°C in the wintemting to an
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extreme high of 38°C in the summer months. Theagewinter and summer temperatures are -13°C ait], t&spectively. Mean annual
precipitation for the LDI property is approximatel§9 millimeters. Mill operations are enclosed angl not exposed to the weather other than
feed inputs. Weather conditions are rarely seveoeigh to halt mining operations, although it daepact safe traction on the access roads ar
ramps within the open pit.

Water and sewer services are supplied independemtach facility and are considered by the Comparbe adequate for current
needs. Expansion of potable water and sewer serwieee completed in 2011 for the underground wodd@dditions. Electrical power is
supplied by Hydro One via a 115 kilovolt line tog¢h main substations on-site. In December 2013pappwas received for LDI Mine to
increase supply power from 38 to 47 mega watts fiteerHydro One power grid.

The Company intends on retaining its current pcaotif using natural elevation differences wheresiibs, such that water is
diverted away from buildings and drains away irs8Rg ditches to the lower lying areas, for storatev management. There is no requiremer
for additional storm water management to be ppiace as a result of the Offset Zone Phase | Rrojec

The main facilities on the LDI property are: theecgtions camp; the old camp; the main office aredhop; the old mill area; the
new mill complex; the open pit shops; the wareh@rmskoperational offices; the old concentratording; the open pit and stockpile area; the
underground portal and related ventilation accessesthe tailings management facility (th&@MF ). There is also new infrastructure related
specifically to the Offset Zone, which has beenstarcted in the past two years to accommodateutivesf mine expansion, including the shaft
headframe, the hoist house, the compressor bujltiiegmine dry, the substation and the surface ¢taadacility.

In 2006, a 324-person operations camp and recredtimmplex was built in conjunction with the caastion of the new mill. It is
expected that this facility will be sufficient ta@mmodate the underground workforce once construettivities wind down. A construction
camp was established in 2011, to accommodate aglaéate and underground construction workers dutiegpeak construction period
associated with readying the Offset Zone Phasepraduction through the shaft facilities. The doastion camp added approximately 200
spaces and will be decommissioned once the miagerkivorkforce requirements are reduced.

The LDI Mine has been operating a TMF since 199& TMF has three sections, the South TMF, West BMdrthe East TMF,
which are located adjacent to one another, soutmigke open pit. Currently, all wastes createdhsymilling process are deposited in the
South TMF. The West TMF has been closed upon regatapacity and is undergoing progressive remexdiafihe tailings area is monitored
according to industrial sewage works requiremeet®st by the Ministry of Environment (Ontario).

History

Geological investigations in the area began witonmaissance mapping in the early 1930s, and agée late 1960s, sparked by
the discovery of aeromagnetic anomalies in thel@&9s. Various exploration programs were undentaker the next 25 years by a numbe
companies, including F.H. Jowsey Limited, Gunnemagonda American Brass Limited, Boston Bay, anddélide Mines.

In 1992, the Company acquired the LDI propertyhvaipen pit production commencing in 1993. Until 20the Company operated
a combined open pit and underground mine from thigy®Z one and
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a 14,000 tonnes per dayt(ti ") processing plant, producing a bulk nickel-copP&E concentrate with gold credits. On October2208,
NAP announced that, due to depressed metal piiagas temporarily placing the LDI property on cared maintenance effective October
2008. The LDI Mine produced 212,046 oz. of palladiun 2008 prior to going on care and maintenance.

When palladium prices began to recover in Decer2bé®, NAP announced that it would restart operatixclusively from
underground reserves. On April 14, 2010, NAP angedrthat the Roby underground mine was back inymtiah, with a potential 2 to 3 year
mine life.

In 2010, the LDI Mine produced 95,057 oz. of paillew, and in late 2010 the Company commenced itergndund mine
expansion to access the Offset Zone. The Offseé Zobelieved to be the fault-offset, down-dip esien of the Roby Zone, a disseminated
magmatic nickel-copper-PGE deposit. Mine expanpians consisted of shaft sinking and extensiomeframp from the Roby Zone to the
Offset Zone.

In 2011, while the Company balanced undergrouneldewment with production, the LDI Mine produced 8 oz. of palladium
from the blending of underground ore with lowerdgaurface stockpile sources. In 2012, the RobyeZpen pit was restarted and blended
with underground production from the Roby Zone @xfset Zone. As of yeaend 2012, the LDI Mine produced 161,845 oz. ofguhllm from
both underground and surface sources. Mining ofiteeOffset Zone stope commenced in the fourtartpr of 2012.

In 2013, the LDI Mine produced 135,158 oz. of pdillan primarily sourced from the Offset Zone, lovade surface stockpiles and
residual ore from the Roby Zone.

Geological Setting

The LDI Mine area is underlain by mafic to ultramabcks of the Archean LDI Intrusive Complex. Teascks have intruded
granites and greenstones of the Wabigoon Subprewhthe Superior Province. The complex occursgtbe boundary of the Wabigoon-
Quetico Subprovince. The Archean LDI Intrusive Cdemps the largest of a series of mafic and ultrienatrusions that occur along the
boundary and which collectively define a 30 kilorestin diameter circular pattern. The LDI Mine lieghe southern portion of the Archean
LDI Intrusive Complex, in a roughly elliptical mafintrusive package measuring 3 kilometres long Bykilometres wide, termed the MBI.

The MBI hosts a number of PGE deposits. The mogbmant of these are the Roby Zone and the OffsaeZThe MBI comprises
rocks with a very wide range of textures, and mafid ultramafic compositions. The principal rocgeg in the Offset Zone area include:
EGAB; HGABBX; VGAB; Pyroxenite; Gabbronorite; Basent Orthogneiss and Mafic to Intermediate Dikes.

The Offset Zone is a high-grade zone located béf@Offset Fault structure where it is displacedd@nd approximately 300
metres to the west. The Offset Zone is believa@poesent the along strike continuation of the Robge but having been displaced from the
latter along the east-striking Offset fault. Thés@f Zone deposit remains open toward surfacdg@dutheast and at depths greater than
approximately 1,000 metres to the north. The Offsmte mineral resources comprise a relatively tfidtwall zone and a relatively thin
hanging wall zone. The hanging wall zone in bothRoby Zone and Offset Zone deposits are beliewde £xact equivalents and form useful
visual marker horizons. Based on their relativetpmsng it is believed that the vectors of disgatent of the Offset Zone relative to the Roby
Zone were both downward (unconstrained) and rigtetral (300
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metres of apparent westward displacement of theeD#one on the south side of the Offset faulte Ttifset Zone was previously divided into
three grade- and geology-based subzones: the higle gubzone, the mid subzone, and the footwalleé) However, recent resource
modeling indicates that this subdivision is arbitrand that from both a mining and geological pecsipe, the footwall subzone and mid
subzone together with the former Cowboy and Ouflames are more appropriately considered as a simflef lower-grade mineralization
displaying significant local grade variability, leém defined as the Offset Footwall Zone.

Mineralization

PGE mineralization in the MBI is found in a varietstructural and geological settings but in gahi&r characterized by the
presence of small amounts (less than 1 to 3%hef tio medium-grained disseminated iron-copperaiiskiphides within broadly stratabound
zones of PGE and gold enrichment associated witAR @cks, coarse-grained noritic rocks and loaatemnsive zones of amphibolitization,
chloritization and shearing. An important, distirghing characteristic of the MBI mineralizationative to other PGE deposits is the
consistently high palladium:platinum ratio, commpal/eraging 10:1 or more in most of the known zoAdthough many ideas have been
advanced to account for the high palladium:platirratios, it remains equivocal what specific magmatid/or postmagmatic processes have
led to the extreme enrichment in palladium ovetiplan in the MBI. Sulphide mineralogy is dominatedpyrite with lesser pyrrhotite,
chalcopyrite, pentlandite and millerite. Much oé thickel in the published resources is hosted liagt minerals (chlorite, amphibole) and is
the primary reason for typically low nickel recoiesr (generally less than 40%) reported by the LDIL m

Nearly all of the known mineralized zones in the MBcur in the marginal units of the intrusion.retent years, a much clearer
picture of the relationship between previouslyripteted disparate mineralized zones has emergsddlmn over two decades of intensive
exploration and development work on the LDI propefhis picture can be summarized as follows:

. The majority of the currently defined palladiptatinum-gold-copper-nickel mineral resourceseistricted to the western end of the MBI
and consists of a thicker but lov-grade footwall zone and a thinner, higher gradeyimgnwall zone

. The footwall portion of the Roby Zone has only begned from the Roby open pit and is typically leosby VGAB and HGABBX. Thi:
style of lower-grade palladium mineralization extsito the full strike and depth extent of both @féset Zone and Roby Zone deposits
and is also the dominant style of mineralizatioth@ Twilight Zone, Sheriff Zone, and Baker Zo

. The higher-grade hanging wall zone in bothRioby and Offset zone deposits is typically restddip a schistose PYXT unit that is
currently interpreted by NAP to represent an inéinlydrated and recrystallized (magmatic fluictiedtion and metasomatism)
melanocratic norite with schistosity and alterati@ving been focused along a steeply east-dippidgganerally north-striking shear
zone.

. The Roby Zone and Offset Zone deposits werdylipart of a single contiguous deposit that wdssequently pulled apart by
predominantly dextral displacement along the-northeast striking and north dipping Offset fa
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Satellite zones of palladium mineralizationtsas the Moore, Sheriff, and Baker zones appeapi@sent localized development of
similar styles of deformation, recrystallizatiomdatextural and lithological variability that chaterize the footwall portions of both the

Roby Zone and Offset Zone depos

. The North VT Rim Zone is currently interpretedrepresent the along strike extension of the Rédnye with palladium mineralization
becoming telescoped into a less than one- to sematae thick mineralized VGAB containing discontous decimeter- to metre-thick
bands of more melanocratic and variably recrygedinorite. Palladium grades in the North VT Rilm&@show much more local-scale
variability than is generally observed in the Ra@mne or Offset Zone deposits, including discontiumibonanza grades of up to 63 g/t
palladium over 1 metre. The mineralization in galftows and in part is cut by northeast-strikingctiie shear zones that are sub-parallel
to the strike of the northern margin of the MBIdtinctive feature of the North VT Rim Zone pallawh mineralization is the absence of

visible sulphides and very low copper and nickelratances

. The primary controls on the localization of romic grade and width palladium mineralization e LDI property are currently
interpreted as a combination of two contemporanandshigl-temperature magmatic process

. a volatile-enriched magmatic fluid focused hgglade palladium mineralization and subordinatéinlan, gold, copper and
nickel within actively deforming major structurése(, magma-fluid pathways). This led to the depaient of the hanging
wall portions of the Roby Zone and Offset Zone d#fsahat are hosted by schistose and filter-pcesssanocratic norite;

and

. accumulations (rarely exceeding one weight gatjcof moderately PGE enriched magmatic sulphidéseder faults and
within the texturally heterogeneous marginal unitthe MBI (e.g., VGAB-hosted footwall zones of tReby and Offset
deposits)

. The palladium:platinum ratio increases systemadyicgith palladium grade suggesting preferentiairfixof palladium relative to platinu
in the known, mineralized zones and especialljyédchistose hanging wall portions of the Roby Zame Offset Zone deposits. This is
apparently a fairly unique, high temperature feanfrthe mineralizing processes at LDI relativetizer, well-documented PGE (copper,

nickel) deposits

Exploration

In addition to diamond drilling as described beltlie Company has conducted surface exploratioh®@property using the
overburden stripping technique.

In 2010, 18 separate trenches were dug for alarigth of 908 metres. In 2011, 14 separate trenalees opened for a total of
approximately 1,000 metres. In 2012, eight trenceie® completed for a total of 1,245 metres. In0aur previously stripped areas were
expanded on and a total of 1,828 channel samples taken.
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Drilling

Prior owners of the LDI Mine drilled 135 holes tititeg 21,425 metres on the LDI Mine before 1986 ,le/the Company and its
predecessor company have drilled 1,962 holes itagefi70,186 metres on the LDI Mine since 1986.

In 2013, 215 holes were collared and 54,277 meliided on five major target areas spread acrosstitire MBI.
. Offset Zone Targets: 102 surface and undergroutebsi8s,996 metre:
. Roby Northeast Extension Targets: 43 surface ho@k5s metres
. Sheriff and North Sheriff Targets: 20 surface h&60 metres
. North VT Rim to Baker Zone/Shorty Lake Targets:sB8face holes/4,846 metre
. South VT Rim to Creek Zone Targets: 12 surfacedid|&60 metres

All underground and surface NQ core drilling wittlire MBI from January to April 2013 was completgd\Mbajor Drilling Group
International of Moncton, New Brunswick. All suradQ drilling from June to October 2013 was congddty Orbit Garant Drilling Inc. of
Val d'Or, Quebec.

The authors of the 2014 LDI Report are of the apirthat the diamond drilling procedures at LDI miedustry standards and are
acceptable to use for resource estimation.

Sampling and Analysis, and Security of Samp

Core boxes are delivered from the drill site to¢bee logging facilities on the LDI property by ttgll contractor. Core samples at
the core facility were stored in a secure warehaune accessible to key NAP personnel. Additionalhe mine has a gate house and barriers
that restrict public access.

For the 2013 series drilling, Courtesy Courier $gorted samples from the mine site to Activatiobdratories Ltd. ("ActLabs ")
in Thunder Bay and Exploration personnel transpiosgemples from the Thunder Bay facility to ActLaBs.of April 2013, all core samples
were processed and secured in the logging/samfaltility at the mine site. Courtesy Courier congduransporting samples from the mine
to ActLabs in Thunder Bay up until the end of J@043, after which exploration personnel handledganransportation.

Sample lengths may vary, but the most common sahgde 1 metre sample length starting and endirtgeometrespaced fiducie
marks. Since 2008, NAP’s Thunder Bay Exploratidicefhas been using Century Systems Technologssltecquired by CAE Mining in
January 2011) Fusion Data Management suite of aoétto manage borehole data, including analytesilts. Boreholes were created within
the software and geologists and technicians entbeetkquired information, including collar, suryggological logs, rock quality designation,
specific gravity and lists for sample analysis. l4atis reported analytical results digitally and imtpd those results into the software. Digital
copies of the result certificates are maintainedhenexploration file server catalogued by ceriifecnumber.

The core boxes were photographed four or five baxestime, and these photos were backed-up daith@main server by the
logging geologist. The core was then transferrgoiets, strapped for secure transport, and thevedhto a core splitting facility on site where
it was offloaded onto core
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racks. A sample list was prepared and printed $erio continuous monitoring of sample progress@nger incorporation of control samples.

Core was broken to less than 10 centimetres leragttisonsistently placed on the anvil so the sadeedf the core drops into the
sample tray when mechanically split in half. OnH has tightly packed in the core box retaining th@ginal sequence. The other half was
transferred to a new clear plastic sample bag whashbeen previously labeled with a machine-pritagdearing the unique sample identifier.
One machine-printed sample tag placed at the ettieacfample during sample layout is verified agaims sample bag number and placed
inside of the bag with the core sample. The othgiig placed in the bottom of the channel in the dmx at the end of the sample and coverec
by a piece of split core. Once all the samples lmen split from a core box, it is returned to ¢bee rack and the next box is loaded onto the
splitter bench.

Control samples without source identification argeirted into the same new clear plastic sample legag a machine-printed tag
bearing the unique sample identifier and addeti¢aite bags in numerical order. The commerciapbeps identification label is peeled off
the kraft paper bag containing the standard orkoparp and this label affixed to the sample liskte its corresponding sample number for
QA/QC assurance. Each core sample or control sabgges sealed with a plastic tie strap/electiiapk and placed in hand-labelled rice bags
for efficient storage, shipping and handling. Riags are sealed using zip-ties. Core-splitter ctidle pans and the splitter anvil and blade are
manually brush-cleaned after each sample.

Core boxes of half core are transferred from tHittisyg facility core rack to pallets and strappfed transport and short- or long-
term storage. Core is kept outdoors on strappéddtpalr in outdoor covered racks for future refeeen

A minimum of one in five Offset Zone boreholes apdit to maintain the Lac des lles Mine core refieeslibrary with the remainir
boreholes being whole-core sampled. Whole-core kahimwles have samples taken at the core logginghess following logging, sample
layout, and photography. As for split core samplithg printed sample tag placed in the core bdlkeatend of each sample is verified to a
machine-printed label on the bags before puttimdkdn to less than 10 cm lengths in the sample\Wgje on site, all rice bagged samples are
stored under cover until loaded onto NAP pickughksiand delivered directly to the Commercial Latepdacility in Thunder Bay, Ontario by
LDI personnel.

The authors of the 2014 LDI Report are of the apirthat the core logging and core sampling proesinreet industry standards
and are acceptable to use for resource estimation.

For the 2013 series drilling, NAP used ActLabsdore sample preparation and analysis. Sample @eparat ActLabs was as
follows:

. Samples are sorted, opened and dried at €

. Logged onto LIMS databas

. Samples are crushed to 8(-2 mm.

. Samples are split to 250 gran“ g”) using a Jones Riffle

. 250 g portion is pulverized to 95-100 um.
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. There are pulp duplicates taken every 30 sam

. There are fine crush duplicates taken every 50 kzar
. Crusher jaws and work stations are cleaned beteaeln sample with compressed
. The grinding bowls are cleaned between each sawitliean abrasive cleaning sand and then cleanddasinpressed ai

Pulps and rejects are retained at ActLabs for mgeaf time. Once QA/QC checks have been compltegulps and rejects are
then shipped back to the mine where they are siarsea-can shipping containers.

Two main analytical packages were used for sanfpbes holes drilled in the mine operations area.sehare referred to as
EXPLO2013PROD (early 2013 diamond drillhole) andFEX02013 (later 2013 diamond drillhole).

EXPLO2013PROD

A sample size of 5 to 50 g can be used but a Z0pke size was used for rock pulps. The samplaxedrwith fire assay fluxes a
with silver added as a collector. The mixture &cgld in a fire clay crucible and is preheated 8t@%and finished at 1,060°C. After cooling,
lead button is separated from the slag and cupatl®80°C to recover the silver (doré bead), golatinum and palladium. The silver doré b
is digested in hot nitric acid and hydrogen chleridfter cooling, the sample solution is analyzeddold, platinum and palladium. A blank &

a digested standard are run every 15 samples ristr@inent is recalibrated every 45 samples. Onéadp is run for every 10 samples. If
values exceed upper limits, re-analysis by firapgpld, platinum, palladium (Code 8) is recommeh@@me procedure as above but digeste
and diluted in larger test tubes/flasks).

To minimize the matrix effects of the samples,tikavy absorber fusion technique is used for magonent (oxide) analysis. Prior
to fusion, the loss-on-ignition, which includes aaand carbon dioxide, sulphur, and other volatikes be determined from the weight loss
after roasting the sample at 1,050°C. The fusisk @& made by mixing a 0.5 g equivalent of the t®&sample with 6.5 g of a combination of
lithium metaborate and lithium tetraborate withilitm bromide. Samples are fused in crucibles uamgutomated crucible fluxer and poured
into platinum molds for casting. The intensities Hren measured and the concentrations are cadwdgainst the standard G-16 provided by
Dr. K. Norrish of CSIRO, Australia. Matrix correctis were done by using the oxide alpha; influemedficients provided also by Dr. Norrish.
In general, the limit of detection is about 0.02afor most of the elements.

EXPLO2013

A sample size of 5 to 50 g can be used but a 30rpke size was used for rock pulps. The samplexedmwith fire assay fluxes a
with silver added as a collector. The mixture &celd in a fire clay crucible and is preheated @t@%nd finished at 1,060 °C. After cooling,
the lead button is separated from the slag andlleapa&t 950°C to recover the silver (doré bead)d golatinum, palladium. The silver doré b
is digested in hot nitric acid + hydrogen chloridéter cooling the sample solution is analyzeddold, platinum, palladium. A blank and a
digested standard are run every 15 samples. Threimsnt is recalibrated every 45 samples. One daigiis run for every 10 samples.
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If values exceed upper limits, reanalysis by fiseay gold, platinum, palladium (Code 8) is recomueeh(same procedure as above just
digested and diluted in larger test tubes/flasks).

A 0.25 g sample is digested with four acids begigrnwith hydrofluoric, followed by a mixture of nitrand perchloric acids, and
heated which takes the samples to incipient dryrfssr incipient dryness is attained, samplestaoright back into solution using aqua regia.

A review of pulp duplicate analyses for 2013 drdke samples was still in progress as of the e¥fedate of the 2014 LDI Report.
As of such date, 3,026 duplicate results have beegived from drilling completed in 2013 on the MBicluding samples from the Offset
Zone. Duplicate analyses were performed by ActLabs.

As of the effective date of the 2014 LDI ReporR98 results have been received from drill core daspbtained from the 2013
exploration program on the MBI. Approximately 10%tle samples were selected, both specificallyrandomly, by NAP personnel and the
requested samples were forwarded by ActLabs tdlkié designated check assay commercial laboratoly S#kefield Research Ltd. §GS
"), located in Lakefield, Ontario. Check assayseveerformed on an approximate 100 g split of pajpat from each of the selected samples
SGS provided the following information regarding #malytical procedures used for the check firayasfor 2013.

Blanks and standards were inserted into the ditt continuous sampling series at regular interdating the 2013 drill program.

During 2013, most samples were submitted to Actlinimtches of 34 samples except for those atrileoéthe holes. The first
three samples in a batch were reference matenisésted following this pattern: sample 1 was alblemish, sample 2 was a CDN Resources
Laboratories (‘CDN ") standard, sample 3 was a CDN blank. A CDN stash@haas also inserted into the batch in a middlétjpssand as the
last sample in the batch.

The CDN blank samples and the blank crush sampéescasidered failed if one or more of the palladiplatinum or gold results
exceed the maximum allowable upper limit value @fparts per billion (‘ppb ). Once a failure is detected, the lab is inseddo re-assay
from pulps all samples from the preceding blanktandard that passed to the following blank ordseshthat passed. These re-assays are the
used in the drillhole database. If a pulp re-asdsy fails then the samples are re-processed foarse rejects and new analyses for these
materials are used in the database.

The CDN standard samples results for palladiuntimlen and gold are assessed based on their recodeti@alues and standard
deviations reported on the CDN certificates. Paliadfails if it exceeds two standard deviationatiPum and gold fail if they exceed three
standard deviations. Once a failure is detectedlah is instructed to re-assay from pulps all damfsrom the preceding blank or standard that
passed to the following blank or standard that @adisEhese re-assays are then used in the drilltadébase. If a pulp re-assay also fails, then
the samples are re-processed from coarse rejetttseam analyses for these materials are used iddtabase.

Tetra Tech carried out an internal validation @& tliamond drillhole file against the original duitle logs and assay certificates.
validation of the data files was completed on 1&ef172 drillholes in the database or approxingatéPs of the dataset. Data verification was
completed on collar coordinates, end-of-hole degdfyn-the-hole survey measurements, and “from”“swid
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intervals. No errors were encountered. A total@elof the assays data were validated against thmakassay certificate. The error rate from
this validation was 0%.

Tetra Tech imported the drillhole data into theddaine™ program, which checks for duplicate intesyalerlapping intervals, and
intervals beyond the end of a hole. The errorstified in the routine were checked against theinablogs and corrected.

Tetra Tech visually observed the diamond drill pstunderground at the LDI Mine. Tetra Tech alsceoled the mineralized zone
underground.

Eighteen independent samples of mineralized caejeets were collected for check assaying represgdifferent mineralization
grade ranges. The samples were sent to ALS Mingrdleunder Bay, Ontario. The samples were prepardthunder Bay and the pulps were
shipped by ALS Minerals to Vancouver, British Cohimnfor analysis. Each course reject was procetsged to generate two duplicate assay
results for each original sample. The results efuthlidation check samples for palladium and platinndicate that the results of the check
samples are typically high compared to the origgzahples.

The NAP exploration group maintains all boreholeada a Century Systems Fusion Sef®eHeader, survey, assays, and lithology
tables are saved in the database. This is theaksathich is used for resource estimation.

Internal validation of all diamond drillhole dataported into the borehole database is carried piAP exploration personnel
before a drillhole is considered to be compliamtthe purpose of resource estimation. In 2013NAE exploration group conducted an aud
surface drillhole directional survey data. As autesf this review, several surface holes survelyad atypical survey profiles. Where possible,
these holes were re-surveyed. Holes which couldaae-surveyed were considered to be non-compdiadhiexcluded from the resource
estimation program. The Icefield survey tool wasalsed for several underground drillholes whichiddmot be re-surveyed due to
cementation. As a precaution it was decided to nadideoles longer than 450 metres and all holeckviieviated more than 10 metres from a
straight line from the collar non-compliant if seged with the Icefields Tool. In total, 35 surfas®d underground drillholes were removed
from consideration during the current resourcevestiion program. This represents 2% of the total lmemof drillholes (1,691 drill holes) used
in the current estimation of resources on the Lidpprty.
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Mineral Reserve and Mineral Resource Estimai

The table reproduced below summarizes the resanesesources on the LDI property. The effectivie dé the mineral reserves
and resources is December 31, 2013. The minemdiress set out below are exclusive of the minasénves.

TABLE 1: Mineral reserve and mineral resource estinates for the Lac des lles mine property effective @&ember 31, 2013.
NEAR SURFACE RESERVES

Tonnes Pd Containec
Pd Cut-Off Pd Pt Au Ni Cu

Category/Source (g/t) (000's) (g/t) (g/t) (g/t) (%) (%) (000’s 0z.)
Proven

Low-Grade Stockpile (RGC 0.9t 4,87¢ 0.97 0.1z 0.0¢ 0.0¢ 0.0z 152

Roby Zone Open P 1.0¢ 71€ 131 0.1€ 0.1z 0.07 0.0¢ 30
Total Proven — 5,592 1.01 0.1z 0.0¢ 0.0¢ 0.0z 182
Probable

Roby Zone Open P 1.0¢ 29z 1.3¢ 0.1¢ 0.1¢ 0.0¢ 0.07 13
Total Probable — 29z 1.3¢ 0.1¢ 0.1F 0.0¢ 0.07 13
Total Proven + Probable — 588 1.0 0.1 0.0¢ 0.06 0.04 19E

NEAR-SURFACE RESOURCES

Pd Containec

Pd Cut-Off Tonnes Pd Pt Au Ni Cu

Category/Sourc (9/t) (000’s) (g/t) (g/t) (9/t) (%) (%) (000's 0z.)
Measured

Low-Grade Stockpile (RGC 0.9t 767¢ 097 0.1z 0.0¢ 0.06 0.0z 23¢

Roby Zone Pit Expansic 1.0 1047¢ 16C 0.21 0.1z 0.0/ 0.0t 53¢

Sheriff Zone 1.5C 1,72¢ 206 0.21 0.11 0.06 0.07 114

North VT Rim 1.0C 437 2.0 0.1z 0.0: 0.0¢ 0.01 28
Total Measured — 20,317 141 0.17 0.2C 0.07 0.04 921
Indicated

Roby Zone Pit Expansic 1.0C 539 15z 0.21 0.11 0.07 0.0t 265

Sheriff Zone 1.5C 35 174 0.2 0.14 0.07 0.0¢ 2

North VT Rim 1.0C 14 1.7t 0.1z 0.0: 0.0¢ 0.01 1
Total Indicated 544; 15 0.21 0.11 0.07 0.0% 26€
Total Measured + Indicated — 25,75¢ 1.4/ 0.1¢ 0.1C 0.07 0.04 1,18¢
UNDERGROUND RESERVES - HANGINGWALL ZONES

Tonnes Pd Containec
Pd Cut-Off Pd Pt Au Ni Cu

Category/Sourc (g/t) (000’s) (g/t) (9/t) (9/t) (%) (%) (000's 0z.)
Proven

Offset Hangingwall Zon: 26C 4,49¢ 406 0.28 0.28 0.11 0.0¢ 587

Roby Hangingwall Zon 2.4C 847 351 0.2z 0.2 0.08 0.04 96
Total Proven — 5,34¢ 3.9 0.27v 0.27 0.1C 0.07 683
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Probable
Offset Hangingwall Zon:
Roby Hangingwall Zon

Total Probable

Total Proven + Probable

UNDERGROUND RESOURCES - HANGINGWALL ZONES

Category/Source

Measured
Offset Hangingwall Zon:

Indicated
Offset Hangingwall Zon:

Total Measured + Indicated

Inferred
Offset Hangingwall Zon:

UNDERGROUND RESOURCES - FOOTWALL ZONES

Category/Sourc

Measured
Offset Footwall Zont
Roby Footwall Zone
Total Measured

Indicated
Offset Footwall Zone
Roby Footwall Zone
Total Indicated

Total Measured + Indicated

Inferred
Offset Footwall Zont
Roby Footwall Zone

Total Inferred

COMBINED RESERVES AND RESOURCES - ALL SOURCES

Category/Source
Sub-Category

Total Proven + Probable
Total Measured + Indicated
Total Inferred

2.6C 3,56¢ 3.8z 0.27 0.27 0.1C 0.0¢ 43€
2.4C 251 3.17 0.2z 0.1¢ 0.0t 0.0 26
3,81 3.7¢ 0.27 0.2¢ 0.1C 0.0¢ 463
— 9,161 3.8¢ 0.27 0.27 0.1C 0.0¢ 1,14¢
Tonnes Pd Containec
Pd Cut-Off Pd Pt Au Ni Cu
(9t (00Cs)  (gft) (9/t) (9/t) (%) (%) (00C's 0z)
25C 241¢ 43¢ 031 028 011 0.0¢ 337
25C 3,23¢ 41¢ 03C 0.2¢ 0.1z 0.1C 43€
25(C 565 428 03C 0.2¢ 0.1z 0.0¢ e
2.5(C 5,942 3.7¢ 0.25 0.2: 0.1C 0.0¢
Pd Containec
Pd Cut-Off Tonnes Pd Pt Au Ni Cu
(91t (00C's) (91 (91 (91t (%) (%) (00C's 02)
1.5C 11,01: 2.24 0.2z 0.1¢€ 0.0¢ 0.0€ 798
1.5C 4,15¢ 2.4% 0.21 0.1¢ 0.0€ 0.0t 32t
1.5C 1517 2.2¢ 0.2z 0.1 0.07 0.0€ 1,11¢
1.5C 8,81( 21z 0.2z 0.1€ 0.0¢ 0.07 60C
1.5C 2,341 23/ 0.2 0.17 0.06 0.0f 17€
1.5C 11,15 2.17 0.2z 0.1€ 0.0¢ 0.07 777
1.5C 26,32 2.2 0.2z 0.1¢€ 0.0¢ 0.07 1,89¢
1.5C 9,53( 2.1¢€ 0.1t 0.1z 0.0€ 0.0t
1.5C 24¢ 2.45 0.1¢ 0.0¢ 0.0c 0.0z
1.5C 9,77¢ 2.17 0.1F 0.1Z 0.0€ 0.0€
Pd Containec
Tonnes Pd Pt Au Ni Cu
(000’s) (g/t) (g/t) (g/t) (%) (%) (000’s 02)
15,04¢ 2.77 0.21 0.2C 0.0¢ 0.0€ 1,341
57,73: 2.0¢ 0.21 0.1f 0.0¢ 0.0€ 3,857
15,72( 2.77 0.1€ 0.1€ 0.07 0.07
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Notes:

10.

Mineral resources which are not mineral resedeesot have demonstrated economic viability. Téteveate of mineral resources
may be materially affected by environmental, petimgt legal, title, taxation, sociopolitical, matleg, or other relevant issue

Mineral resources listed in Table 1 are exclisifmineral reserves. Mineral reserves and mirmesaurces reflect depletion from
mining activities to December st, 2013.

Tonnages are rounded to nearest ‘000 tonne®tRahd Au grades are rounded to nearest .01 igdindNCu grades are rounded to
nearest .01%. Rounded numbers were used to caadatained Pd (0z.) and average resource and/egsgmage and grade

All mineral reserve and mineral resource estmatere prepared in accordance with NI 43-101 hadCanadian Institute of
Mining, Metallurgy and Petroleum classification ®m.

The mineral resource for the Offset hangingaatl footwall zones was estimated as of Decembe2i13 by Denis Decharte
P.Eng, an employee of LDI and a “qualified persontier NI 43-101. The mineral resource calculatis@sta minimum 2.5 g/t
palladium resource block cut-off for the hangingwaine and a minimum 1.5 g/t palladium resourcelblut-off for the footwall
zone. The mineral resource estimate is based ocothéination of geological modeling, geostatistéiosl conventional block
modelling (5m by 5 metre by 5 metre blocks). 1 mewmposite intervals were used with a grade capgir30 g/t for palladium a
3 g/t for gold. Grade capping was determined ndtetmecessary for others metals. The Offset Zosmuree models used the
ordinary kriging (“OK ") grade interpolation method within a 3DI block d&b with mineralized zones defined by wireframedsol
The mineral resource is exclusive of mineral resemvd mine-out material as of December 31, 20

The mineral resource for the Roby footwall zone estimated as of December 31, 2013 by Mr. DenishBee P.Eng, an employ
of LDI and a “qualified person” under NI 43-101.& mineral resource calculation uses a minimum &.pajladium resource block
cut-off. The mineral resource estimate is basethercombination of geological modeling, geostatssiind conventional block
modelling (5 metre by 5 metre by 5 metre blockshde capping was determined not to be necessamgvss influence of
composite intervals with palladium grade highentb8 g/t were limited in space. The Roby zone resomodels used the OK
grade interpolation method within a 3DI block modéh mineralized zones defined by wireframe solitlse mineral resource is
exclusive of mineral reserve and mi-out material as of December 31, 20

Mineral resource estimates for the near-sunfaecdon of the western part of the North VT Rim edwest and East-deep zones) at
the LDI mine property was prepared by Chris Rotfegeo., a “qualified person” under NI 43-101 arptigate consultant to LDI.
This resource estimate was based on a 1.0 g/t taffograde. The North VT Rim zone mineral resosreeere estimated from
drilling completed to April 15, 2013. The minerakource uses a minimum 1.0 g/t Pd resource blae&fEurhe mineral resource
estimate is based on the combination of geologialeling, geostatistics and conventional block nindg5 metre x 5 metre x 5
metre blocks). The North VT Rim resource modelsiube inverse distance squared (ID 2) grade intaetipn method

Mineral resource estimates for the low-gradelgide (“ RGO ") were prepared by David N. Penna, P.Geo., an eyegl of LDI
and a“qualified perso” under NI 4:-101.

As with mineral resources, the estimate of ndhexserves may be materially affected by enviramalepermitting, legal, title,
taxation, socio-political, marketing, or other redat issues. The mineral reserves were estimabea geological block models
provided by Denis Decharte P.Eng. and from RGOkgiites resource information provided by David N. RanP. Geo., employees
of LDI and “qualified persons” under NI 43-101. Tgeological block models reflect updates that ased upon diamond drilling
completed after March 31, 2012 and before Decer@bst, 2013.

The mineral reserves were estimated by WillRiohard McBride, P.Eng. of Tetra Tech and Wenchdind®.Eng. of Tetra Tech;
with input by David N. Penna, each a “qualifiedgm” under NI 43-101 on allocation of indirect nmgicosts and John Cooney, P.
Eng., an employee of LDI and a “qualified persontler NI 43-101 on the use of the Lac Des Isle Migg&4 budget for unit cost
determinations; and with additional input by Camik#mon, P.Eng. of Tetr
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Tech on recoveries; and Philip Bridson, P.Eng. etfd Tech on metal prices and exchange rate, imdepé “qualified persons”
under NI 4-101.

11. Mineral reserves were estimated to the 1065 Ming=L&1,435 metre elevation), a maximum depth o¥2,6 metres

12. The following metal price assumptions were Usednineral reserve estimation: US$700/0z. palladiUS$1,453/0z. platinum,
US$1,320/0z. gold, US$6.47/Ib nickel, and US$3t26dpper. A CDN$/US$ exchange rate of CDN$1.00 $W$S5 was also
applied.

13. An average production rate of 5,272 t/d was usetktermine the reserves. The following recoveriesawsed in the assumption
determine the reserves: 86.3% palladium, 80.3%npiat, 80.4% gold, 38.8% nickel, and 88.7% coppée &ffective date of
NAP’s LDI Mine resource models for the Offset Zone &midthe Roby Zone, as prepared by LDDenis Decharte, is December
2013 and as a result of “mining depletion” the usfehis reserve information should ensure that thibased upon the most recent
resource estimate for the propel

14. It should also be noted that the mineral resertimate for the Offset Zone as provided in 2013 a3 of the technical report labe
“Technical Report Lac des lles Mine, Ontario, Inmmating Prefeasibility Study Offset Zone Phasffective January 31, 2013”
reflected a different mining method with a differeet of economic circumstances that thereby leahat January 2013 reserve
estimate in that prior report to be non-applicabléhe unconsolidated fill mining method demonstiads being viable by this
prefeasibility study work. It should be further edtthat “mining depletion” during 2013 is not acotad for in the mineral reserves,
as in place underground mining developments wemneved from the resource model prepared by NAP'si©Brcharte P.Eng.,
and thereby from the reserve numbers; and a 0%nhgikgicovery was applied to known mined-out stopis. projected top down,
long-hole with unconsolidated fill mining methots potential production profile and the plans nefdrto in this prefeasibility study
are preliminary in nature and additional techngtatlies will need to be completed in order to prowetheir viability. There is no
certainty that this mining method will be realizedthat the production capabilities as representéide realized. A mine
production decision that is made without a feaisjbdtudy carries additional potential risks whioklude but are not limited to the
lack of details pertaining to geotechnical and Nation field study inputs for mine design, ore ding upgrades and their impact
on mining schedules, metallurgical flow sheets prmtess plant designs that in themselves may eqdiditional economic
analysis and internal studies to ensure satisfactperational conditions and decisions regardingréutargeted productio

15. Numbers may not add due to roundi

Mining Operations
Mining Method

Mining has commenced in the Offset Zone betwee#temL and the 765 mL and the area from the 735a1the 600 mL is
mostly mined out with one large stope and a coaplagh grade pillars remaining. The 765 mL to T8b area is a sill pillar that was to be
mined out after extraction and filling of the 825 o 765 mL block.

The ramp development below the 825 mL was stopp#tkand of 2013. Stope production from the ydidaleveloped 915 mL in
the Offset Zone is scheduled to commence in Mayp28thievement of this production start-up dateurszs an advancement of the planned
date for re-starting the ramp and level developmatfith the ensuing 990 mL stope production expetiestart in the second quarter of 2016
and the 1065 mL stope production expected to atdtte end of fourth quarter of 2016, the ramp lamdl development rates cannot be allowet
to return to the current below normal expectations.

The chosen mining method is longhole stoping withansolidated rock fill. This method takes into sioleration a growing
orebody, the future mining of potential expansiargéts, and updated
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information pertaining to geotechnical effects ba Offset Zone's rock mass. Substantial crowngilleve been removed from the mining
plan by employing a top down mining sequence. Tth@itlars between the stopes on each of the lgualgides for the needed flexibility to
achieve a nominal 5,500 t/d run of mineR6M ") production rate.

The stope plans and sequencing, along with thelolewveent plans, have been applied keeping in mieduture growth potential of
the remaining resource. The concept of leveradiegievelopment of additional reserves through extenof the existing mine developmen
readily access this anticipated growth area, akagdb provide the exploration platform requiredliscover new material that would add to
global resource is generally credible, but requivether study to be certain.

To conserve energy, the LDI Mine is currently rurgnon an intermittent operating schedule, resultiom an irregular ore supply
to the mill. The mine currently runs 14 day campaigt 12,800 t/d followed by 14 days off. A limitedmber of contract miners operate on a
21-day campaign followed by 14 days off. The mébkijn capacity is 15,000 t/d.

A grinding study was completed by SGS Lakefielddaesh Ltd. in 2008 to evaluate different grindimguit scenarios based on-
equipment currently available on site. The evatraiwere made using JKSimMet simulations. Theseast®s however were based on a
primary grind size that was too large to achieveptimum palladium flotation recovery. They wereabased on mill throughputs which are
lower than what is currently fed to the mill.

A subsequent metallurgical investigation of samfies the Roby and Offset zones by Xstrata ProSegxport (“XPS”) in 2010
determined that a grind size of 80% passing 38 pmdvachieve the optimum palladium flotation reagvé\ semi-autogenous/ball
mill/crushing grinding circuit arrangement with &Nimill™ for tertiary grinding is used to approatttis optimum grind size. The investigati
by XPS also determined that the Roby and Offseegdrehaved similarly with the optimum flotation graeters.

In 2012, an additional test program was undertddyeNAP’s staff at the LDI site to evaluate the fbdiy of introducing flash
flotation to the tertiary grinding circuit. The tewy showed that very promising recoveries couldbtined with flash flotation on the Vertinr
hydrocyclones underflows.

Production Forecas

The LDI Mine is currently operating with over 1.3 f ore budgeted to come from the Offset Zone atibe 825 mL, over 0.1 Mt
of ore budgeted from Roby Zone’s Block 6 and ov@rMt budgeted from the RGO stockpile, providingoaerall mill feed of 2.4 Mt in 2014.
Production from the new shaft commenced in 2018;gwver, considerable tonnage still comes via truslddige up the main ramp due to
restrictions in the new ore handling system. Thiestictions became apparent upon commissionirigeoghaft. Capital funds have been ple
in the 2014 budget and into the mine’s long rariga for 2015 to allow for upgrades to the newlytatled ore handling system.

The 2014 budgeted production profile was based ugmoval of all bottlenecks by the 4th quarter @12. The budgeted
approximately 3,100 t/d in the 1st quarter of 2&lghown to increase to approximately 5,272 t/tha4th quarter of 2014. The shaft has beer
sunk to the 825 Level and the shaft capacity itsa#f been found to not be an issue when hoistong fis 740 mL Loading Pocket.
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A summary of the mine production forecast by minnoge is shown in Table 2. Full annual producti?y640,100 t/a) is expected
to be achieved at the start of 2015.

TABLE 2: Yearly Build-up to Full Production

Year

2014 2015 2016 2017 2018 2019 Total
Days 365 365 365 365 365 306 2131
RGO 893,46! 632,60: 627,60( 632,51: 945,52¢ 1,144,35.  4,876,05!
Open Pi 0 0 0 0 89,80¢ 919,617  1,009,42:
Roby Zone 6 Blocl 115,93: 0 0 0 0 0 115,93
Roby Zone Sill Pillars & Lowe 45,68t¢ 182,50( 183,00( 182,50( 150,63¢ 0 744,32
Offset Zone (600 mL to 1065 m| 1,197,71. 1,642,49 1,647,000 1,642,558 1,271,62 0 7,401,42
Direct Cost Reserve 38,14¢ 182,50( 183,02¢ 182,50( 312,92¢ 0 899,10:
Total Mine Production 2,290,94! 2,640,100 2,640,62 2,640,100 2,770,521 2,063,96! 15,046,26
Full Production (% 87 10C 10C 10C 10t 78 —
Palladium (g/t; 2.85i 3.19(C 3.19¢ 3.19( 2.72¢ 1.132 2.77:
Platinum (g/t) 0.21¢ 0.23i 0.23i 0.237 0.21¢ 0.14: 0.21%
Gold (g/t) 0.20(¢ 0.22¢ 0.22¢ 0.22¢ 0.19: 0.10¢ 0.19¢
Copper (%), 0.05¢ 0.067 0.067 0.067 0.05¢ 0.04¢ 0.061
Nickel (%) 0.08¢t 0.09( 0.091 0.09( 0.08: 0.06¢ 0.08¢t

In 2014, development ore comes from the lower aféhe Roby Zone with development of the 650 mL #re685 mL for mining
in 2015. Once 650 mL finishes mining, continuatidmmining in the Roby Zone throughout the LOM plamenerally from partial recovery of
the sill pillars.

Critical to achieving the production forecast f@18 and beyond is an acceleration of the all mewebbpment program with
insertion of added LDI crews to increase the dpéyformance as outlined in Table 2 above.

Mine Life

The life of the LDI Mine is approximately six yeafinal recovery of the historical open pit is undbd in the LOM plan upon
conclusion of all underground activities. Infrasture associated with underground mining will bmoged at that time and benches that
provided the locations for that infrastructure Vol freed up for an open pit ore recovery progratheend of the mine life.

In addition to the normal underground and opemgiivities accounted for by the LOM plan, theraiRGO stockpile that
accumulated during the historical open pit minibgha LDI Mine. This RGO stockpile is a lower grataterial placed aside during periods of
lower metal prices and upon assessment of thea@osove this stockpiled material into the mill gobcess the material has been added to th
LOM plan as a supplemental feed.

Payback Period of Capital and Tax

Postiax cash flow determined as net revenue less opgraapital and tax expense is $195 million (edalg working capital). Th
project repays itself within the first year; theref the payback period is 0 years. No taxes aralpayluring the LOM of the LDI Mine.
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Smelting Contracts

During the second quarter of 2012, NAP entered amt@agreement with Vale for the smelting of LDI Mliconcentrate. The
agreement with Vale includes an advance paymeidroft NAP (less processing charges). Accountadslifor payable metals are within
industry norms. The agreement expires June 30,.2015

During the second quarter of 2012, NAP enteredamt@agreement with Aurubis AG (“Aurubis”) for theslting of LDI Mine
concentrate. The agreement includes an advancedaguayption to NAP (less treatment and refiningrgba). The agreement expires
March 31, 2014.

Environmenta
Annual monitoring for physical and chemical stapibf water surrounding the LDI property is ongoigd will be continued years
after the mine has closed.

Every three years there is an extensive biologiuaiitoring study that covers an area of 3004around the mine site. This
includes the monitoring of fisheries, plants, sailater, and benthic invertebrates, as well aseadgelity and assessment. No negative trends
have been associated with the LDI property on thieanding ecosystem.

The Company complies in all material respects wittrent legislation, and it has all necessary apgisoand licenses for the
operation of the mine and for all planned expangiajects.

The mine sits in an area of interest to five Abioréd groups which have asserted treaty rights artcdditional usage, in accordance
with federal government criteria. The mine regylanteracts with these groups in a number of waysrisure that any concerns, issues, or
guestions are addressed.

Developmen
The LDI property expansion plans currently consfdhe following:
» Continue TMF expansion to meet future requireme
» Develop the LDI Mine to 900 Leve
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Other Mineral Properties in Ontario

In addition to the wholly-owned 8,649 hectares 821, acres) Lac des lles property, the Company hbklsights to several PGE
and gold properties in Ontario. The Company alsmtass 50% ownership in a joint venture with Véde the Shebandowan nickel-copper-
PGE property, including the past-producing Shebamaonickel sulfide mine. The complete Ontario lpadkage, including the LDI Mine,
PGE greenfields properties, gold properties andtiebandowan joint venture property totals 43,3&dres (107,157 acres).

Figure 4 : Ontario mineral properties location map
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Greenfields PGE Properties

NAP’s current northwestern Ontario PGE greenfigudsperty portfolio, including exploratiostage properties such as the North
the South Lac des lles Intrusive Complex which faant of the LDI property, comprises 29,016 hecarieland (71,701 acres) within 166
claims and three mining leases. The PGE greenfialojserties comprise several mafic-ultramafic isive bodies, all of which
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are believed to be related to a single, major Laihean mafic-ultramafic magmatic event (Lac des thagmatic suite) that was responsible
for the formation of the MBI and its attendant P@dposits. The portfolio includes the North and 8dubI intrusions that are part of the LDI
mafic-ultramafic intrusive complex and remain uredglored despite falling within the Company’s LDiré property.

The Company intends to leverage its advanced utatheling of PGE mineralizing processes at LDI tolesgother similar mafic-
ultramafic complexes. NAP now controls the mineigthts for a majority of the known LDI suite of msions that, despite intermittent historic
work, have never been systematically exploredoAthese PGE greenfields properties are locatelim80 kilometres of the LDI Mine and
mill complex. As part of its development stratetiye Company intends to stake or acquire additioriaing claims and properties in the LDI
region, where such transactions are economicatlystnategically justified.

In October 2012, the Company began a several thdusetre fall/winter drill program targeting seVavhthe PGE greenfields
properties. As part of the drilling program, then@@any completed 11 diamond drill holes for a tofadpproximately 4,940 metres of surface
exploration drilling on its PGE greenfields propestin 2013. The drilling program was complete@anly March, 2013.

Selected PGE greenfields properties are discussled/b

North Lac des lles Intrusive Complex (part of tlae Ides lles property

The North Lac des lles property encompasses aatigsaftramafic-dominant intrusive complex thatédidved to be related to the
same magmatic event that produced the adjacenttvBle south. The North Lac des lles property ciagif one mining lease and 39 claims
covering an area of 3,236 hectares (7,996 acrespiz hosting widespread, encouraging PGE valoes $urface sampling programs, the
North LDI complex has not had any systematic drgliln 2013, the Company completed one hole tgajpproximately 708 metres
diamond drilling on this part of the LDI property.

South Lac des lles Intrusive Complex (part of the des lles property)

The South Lac des lles property incorporates twordie mafic intrusions (Camp Lake intrusion andtB&.DI intrusion) that are
generally contiguous with the MBI. Both the Soufdlland Camp Lake intrusions are believed to reprethe products of separate magma
pulses that formed during the emplacement of theihfusive complex. Numerous anomalous PGE vatweseported from the South Lac
lles property and most of these occur within thatBd.DI intrusion, which is directly along strike@ south of the Offset Zone deposit on the
MBI. The property includes 15 claims and two miniagses covering an area of 4,441 hectares (18&%4). No work was done by the
Company on the property in 2013.

Legris Lake Propert

The Company has an option to acquire 100% of thigitd.ake PGM property (located adjacent to thelseast portion of Lac des
lles) in exchange for cash payments and a 2.5% @&ty on future production from the property an@l.5% NSR royalty on future
production from certain mineral claims adjacentht® property. NAP has the right to purchase 1%hefNSR royalty on future production frc
the property and 1% of the NSR royalty on futureduiction from certain mineral claims adjacent t® pihoperty upon payment of $1,000,000.
The property is at a preliminary
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exploration stage, however its PGM potential amdelproximity to the LDI mill presents an excitiegploration target. No work was done by
the Company on the property in 2013.

Buck Lake Propert

The Buck Lake property lies on the western endlofear magnetic feature related to the Buck Ladteusion, comprising both
gabbroic and ultramafic rocks. The Buck Lake propeonsists of two claims covering 439 hectare84lécres). The property was staked by
the Company in 2012. In 2013, the Company completedhole totalling approximately 545 metres ofiiad drilling on the property.

Bullseye Propert

The Bullseye property covers a discrete, positiagmnetic anomaly that was recently identified by@wnpany as a possible
unrecognized LDI suite intrusion. The Bullseye mndp consists of one claim covering 255 hectar86 @cres). In 2013, the Company
completed one hole totalling approximately 374 e®tf diamond drilling on the property.

Chisamore Property

The Chisamore property covers a positive magneticrealy that may connect to the magnetic high aasediwith the Tib Lake
intrusion located to the south. The Chisamore ptgpmnsists of eight claims covering 1,642 hedd#058 acres). In 2013, the Company
completed two holes totalling approximately 1,01&tms of diamond drilling on the property.

Demars Lake Propert

The Demars Lake property covers a portion of a eaalframafic intrusion that has seen limited, peaploration. Since 1975, the
Demars Lake mafic-ultramafic intrusion has beenténget of several early-stage exploration progrdtrseems to consist primarily of
feldspathic websterite and peridotite however riygles around the mineralized showing are quiteedaiincluding gabbro, norite, and
varitextured gabbro/norite. The property consisthiee claims covering 660 hectares (1,630 aemed)was staked by the Company in 201:
2013, the Company completed two holes totallingaximately 682 metres of diamond drilling on theperty.

Dog River Propert

The Dog River property covers an approximately filemetres wide layered mafigitramafic intrusion located 20 kilometres to
west of the LDI Mine. The property was staked by @ompany in 2012 and includes 17 claims coverig@g&8hectares (7,952 acres). No work
was done by the Company on the property in 2013.

Taman Lake Property

The Taman Lake property was staked in July, 20h2. @roperty comprises six claims covering 1,17@dres (2,905 acres). The
property covers a series of irregularly-shaped cagframafic intrusions. In 2013, the Company congadedne hole totalling approximately ¢
metres of diamond drilling on the property.
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Tib Lake Property

The Tib Lake property covers most of the known etd the eight kilometres diameter Tib Lake mafltamafic intrusion. On
May 8, 2012, the Company entered into an optionmandhase agreement with Houston Lake Mining Ireergby the Company obtained an
exclusive right and option to purchase a 100% @#tein 20 claims located northwest of the LDI Mikeown as the Tib Lake property. The
property is subject to a 2.5% NSR royalty in favofia third party on a portion of the claims an2.%% NSR royalty in favour of Houston
Lake Mining on the remaining claims. The propenglides an additional 19 claims staked by the Cayppa2012 and four claims purchased
from Platinex Inc. in September 2012. The complébel ake property totals 7,389 hectares (18,258g)ctNo work was done by the Company
on the property in 2013.

Wakinoo Lake Property

The Wakinoo Lake property is adjacent to the Derhake property and comprises nine claims (six stdkethe Company and
three under option) covering 1,759 hectares (4&84&s). The 3.5 kiliWakinoo Lake mafic intrusion has been the targetiioration
programs since 1972. Historic PGE exploration ¢$fbave focused on gabbroic rocks southwest of idakLake, near the original 1976 PGE
(Texas Gulf) showing. In 2013, the Company complékeee holes totalling approximately 1,143 metfediamond drilling on the property.

Varris Property

The Varris lake property was staked in 2013 byGbenpany and comprises three claims covering 54tatesc (1,347 acres). The
property covers a portion of the Vande Zone withia Towle Lake Intrusive Complex, known to hostesal PGE occurrences. No work was
done by the Company on the property in 2013.

Greenfields Gold Properties
Salmi Property

The Salmi property is located in the Central Wabigsubprovince of the Archean Superior Structural/iAce, in the Lac des lles
greenstone belt. The geology of the Salmi propiertyainly comprised of NE-SW trending mafic andfelmetavolcanics, with small patches
of mafic and felsic intrusive rocks, and somewh@gular zones of chemical sediments and iron ftionaThese are then intruded by the
Nipigon Sills diabase. The southern portion of pheperty contains a number of sheared quartz vednsling approximately N-SW and NW-
SE.

On August 1, 2011, the Company entered into aropgnd purchase agreement whereby the Companyetttie exclusive right
to conduct exploration and development activitiesvall as an exclusive right and option to acqaife€0% undivided interest in all or part of
the Salmi property, located near the LDI prop€eFtye option and purchase agreement is subject % B8R royalty on future production from
the property with the Company having the right iy back 1% of the NSR royalty. The property is cosgd of 13 claims totalling 2,135
hectares (5,276 acres). No work was done by thep@agnon the property in 2013.
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Shabaqua Property

The Shabaqua Gold property is an amalgamationreétoptioned properties and additional claims stdlgethe Company. In 2010
and 2011, the Company entered into option agreenfenthe Moose Calf (13 claims), K. Kukkee (sigiols), P. Kukkee (one claim) and S:
Lake (three claims) gold properties located westhainder Bay near McGraw Falls. The options onttieKukkee properties (K. Kukkee and
P. Kukkee) were exercised in 2012 and the sevéemslaansferred to LDI on March 15, 2012. The Shakle property was returned to the
optionor in early 2014 and no longer forms parthef Shabaqua Property. The Shabaqua Propertyrentiyrcomprised of 31 claims totaling
3,246 hectares (8,020 acres). No work was donaéZbmpany on the property in 2013.

Shebandowan Property and Shebandowan West Prc

On December 10, 2007, the Company earned a 50%&stie the Shebandowan property (comprised ofdimaer producing
Shebandowan mine and the surrounding Haines anddBenproperties) pursuant to an option and jantwre agreement with Vale. The
property is located approximately 90 kilometrestwdsThunder Bay, Ontario and approximately 100tkiktres southwest of the LDI propel
Vale retains a back in right to become operatdhefjoint venture and increase its interest fro®30 60%, exercisable in the event that a
feasibility study on the property results in a maleeserve and mineral resource estimate equ0Qanillion pounds of nickel and other
metals. Vale must incur expenditures equalling 2@dMAP’s total expenditures incurred as of thedtiof the delivery of notice from Vale to
become operator.

The Shebandowan West project lies within the naréistern portion of the Shebandowan property, acdrapasses three
mineralized zones, all of which are located atlshatlepths. The Shebandowan West project is locatath the western strike extension of
former Shebandowan mine, and exhibits many sirgéaiogical features and controls to those fourti@mine-site. The Shebandowan West
project’s nickel copper-PGM mineralization is bebd by management to represent the western exteabtbe Shebandowan mine orebody.
No work was done by the Company on the proper80ib3.

ENVIRONMENT

The Company’s mining, exploration, and developnaatitvities are subject to various levels of fedgpabvincial, and municipal
laws and regulations relating to protection oféhgironment, including requirements for closure esaamation of mining properties. In all
jurisdictions in which the Company operates, envinental licenses, permits and other regulatory@ds are required in order to engag
exploration, mining and processing, and mine clesuativities.

The Company’s operating facilities have environraéntonitoring processes and procedures in plagettify and eliminate or
mitigate environmental risks. These processesesigded to identify risks early on and allow then@any to respond to risks as they arise.
Monitoring processes include Environmental Effédtmitoring studies, toxic substance reduction plgneen house gas emissions monitoring
and reporting, National Pollutant Release Inventopnitoring and reporting, baseline monitoring atiter regulatory compliance monitoring
in order to protect water quality and reduce theepitial for contamination of surface or groundwaldre Company also has various programs
to reuse and conserve water at its operationsderdo mitigate the impact of dust produced byjisrations, the Company uses dust
suppression techniques.
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The Company also has a practice of participatintyind party and internal environmental compliaacelits of its business activiti
on a regular and scheduled basis, in order to atalts operations. An External Environmental Caamale Assessment Audit was performed
on the LDI Mine by AECOM in 2010 and in 2012 andL2@he Ministry of Environment performed numerousits on site. The audits assess
compliance with applicable laws and regulationsnpand license requirements, company policiesraadagement standards including
guidelines and procedures and identify areas winggeovements are needed so that any issues cahdoesaed proactively. In most cases
emissions are significantly below regulatory limits

As part of the Company’s goal to minimize the intpac the environment from its projects and operatjaghe Company has
developed comprehensive closure and reclamatiors mlaring the initial project planning and desighe Company periodically reviews and
updates closure plans and believes that it willtoaeent regulatory requirements. The Compamghabilitation and remediation plans incl
re-vegetation and dust suppression measures. Timp&ty's rehabilitation program on its recently deactidatlings management areas at
LDI Mine include several trial based treatmentaiineffort to successfully re-vegetate and mitigatsting events on these areas through
continual experimentation and monitoring. The Conypaill continue to implement innovative rehabitita treatments on its tailings
management areas through research and monitoitigiies including the Scientific Research & Expeental Design tax credit program.
These efforts have received international peergeition and are consistent with the Company’s caafdirection to meet and surpass
environmental standards.

During 2013, the mine closure obligation for thellMine was revised to reflect the Company’s mostent closure cost estimates,
expected mine life and market rate assumptions.LTHeMine closure plan provides for approximately3%6 million of closure and restoration
costs. This obligation of the Company is secured bstter of credit in the amount of approximat&iyd.1 million.

The Company has developed environmental policieg;iware communicated to employees through morsthflgty training. A
committee of the Board reviews the Company’s emritental policies and programs periodically and sees the Company’s environmental
performance.

DIVIDENDS

The Company has not paid any dividends to datth@iCommon Shares. The Company intends to reta@aitsings, if any, to
finance the growth and development of its busin&ssordingly, the Company does not expect to pgydividends on its Common Shares in
the near future. The actual timing, payment andwarhof any dividends will be determined by the Bbfiom time to time based upon, among
other things, cash flow, results of operations famahcial condition, the need for funds to finamegoing operations and such other business
considerations as the Board may consider relevant.

CAPITAL STRUCTURE

Common Shares

The authorized share capital of the Company canefsan unlimited number of Common Shares. As ofdii28, 2014, there were
273,992,149 Common Shares issued and outstandiegCdmmon Shares issued and outstanding as of 82014 exclude 3,183,421
Common Shares reserved for issuance pursuantstaading stock options, which are exercisablevegighted average exercise price of $1
per Common Share. The Common Shares issued artdralitgy as of
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March 28, 2014 also excludes shares issuable orecsinn of convertible debt and exercise of wagant

Each Common Share entitles the holder thereof ¢éovotte at all meetings of shareholders other theetimgs at which only the
holders of another class or series of shares dittedrto vote. Each Common Share entitles the éraldereof to receive any dividends declarec
by the Board and the remaining property of the Camypupon dissolution.

There are no pre-emptive or conversion rights dltiaich to the Common Shares. All Common Sharesquistanding and to be
outstanding are, or will be when issued, fully pamdl non-assessable, which means the holders loiGaummon Shares will have paid the
purchase price in full and the Company cannot lskitto pay additional funds.

The Company'’s by-laws provide for certain rightstefshareholders in accordance with the provisafrtie CBCA. Such by-laws
may be amended either by a majority vote of theedtwders or by a majority vote of the Board. Amyemdment of the by-laws by action of
the Board must be submitted to the next meetirthethareholders whereupon the by-law amendmeritlmeusonfirmed as amended by a
majority vote of the shareholders voting on suclitenalf the by-law amendment is rejected by tharsholders, the by-law ceases to be
effective and no subsequent resolution of the Bémainend a by-law having substantially the sampgme or effect shall be effective until it
is confirmed or confirmed as amended by the shidehn

Shareholders do not have cumulative voting rigbtgte election of directors. Therefore, the haddgfrmore than 50% of the
Common Shares voting for the election of directarsld, if they choose to do so, elect all of theediors and, in such event, the holders of the
remaining Common Shares would not be able to elegdirectors.

The foregoing description may not be complete arglibject to, and qualified in its entirety by refece to, the terms and
provisions of the Company’s constating documerggraended.

2011 Senior Secured Notes and Palladium Warrants

On October 4, 2011 and November 1, 2011, the Coynjsaned an aggregate of 72,000 Notes in the agtgegnount of
$72,000,000. The Notes bore interest at a rate2&98 per year, payable semi annually commencinglarch 31, 2012, with a maturity date
October 4, 2014, and were subject to a Companyopt extend for an additional year.

In conjunction with the issuance of the Notes,@leenpany issued 72,000 palladium warrants. The gialta warrants entitle the
holders thereof to purchase 0.35 ounces of paliaditia purchase price of US$620 per ounce at arg/firior to their expiration on October 4,
2014.

All of the Notes were redeemed by the Company ime2013 in connection with the Brookfield Debt. &dMarch 28, 2014, 12,0(
palladium warrants were outstanding.

2012 Convertible Debentures

On July 31, 2012, the Company issued convertibledeires in the aggregate principal amount of B0 (the 2012
Debentures”). The 2012 Debentures were issued under a tndenture dated July 31, 2012 between the CompahCamputershare Trust
Company of Canada

45



(* Computershare”), as trustee. The aggregate principal amounh®f2012 Debentures authorized for issue immediatalylimited to the
aggregate principal amount of $43,000,000. Howether Company may, from time to time, without thesent of holders of 2012 Debentures,
issue additional debentures of the same seriebandifferent series under the trust indenture.

The 2012 Debentures have a maturity date of Semest) 2017 and bear interest from the date otis$6.15% per annum,
payable semi-annually in arrears on March 31 anqde®aber 30 of each year, commencing on Septemhe&03@. The first interest payment
included interest accrued from the date of issuafitke debentures to, but excluding, SeptembeG02.

Holders may convert their 2012 Debentures into Com®@hares at any time prior to the close of busioesthe earlier of (i) the
business day immediately preceding September 3, Z0) the business day immediately precedingdhie specified by the Corporation for
redemption of the 2012 Debentures, and (iii) ilngeiepurchased on a change of control, on the bssiday immediately preceding the
payment date, at a conversion price of $2.90 penr@on Share, being a conversion rate of approxim&#4.8276 Common Shares per $1,
principal amount of 2012 Debentures, subject tostdjent in certain events as described in the imdsinture.

The 2012 Debentures will, except in the event ofade circumstances, not be redeemable before @c#p2015. On and after
October 4, 2015, and prior to September 30, 20172012 Debentures may be redeemed in whole artrapany time from time to time, at
the option of the Company on not more than 60 @ayknot less than 40 days prior notice at a piigkto their principal amount plus accr
and unpaid interest to, but excluding, the dateedémption, provided that the market price on thie @dn which the notice of redemption is
given is not less than 125% of the conversion price

The foregoing description may not be complete arglibject to, and qualified in its entirety by refece to, the terms and
provisions of the Company’s trust indenture datdg 31, 2012 between the Company and Computershareystee.

2014 Convertible Debentures and Warrants

On January 31, 2014 and February 10, 2014, the @oynigsued an aggregate of $32 million gross grad@mount of convertible
unsecured subordinated debentures (tb@14 Debentures) of the Company at a price of $1,000 per 2014 &wbre including warrants to
purchase approximately 16.8 million Common Sharas. conversion price of the 2014 Debentures is3Dpér share and the exercise pric
the warrants is $0.762 per share, subject to adprst The 2014 Debentures mature on January 39, &@d bear interest at an annual rate of
7.5% payable on January 31 and July 31 of each YJearwarrants were subject to disinterested sloédehapproval and were approved at a
special meeting of shareholders held on March @842The warrants will expire on March 28, 2017.

As of March 28, 2014, $31,699,000 gross principabant of 2014 Debentures have been converted $#07,815 Common
Shares.

The foregoing description may not be complete arslibject to, and qualified in its entirety by refece to, the terms and
provisions of the Company’s convertible debentadeinture dated as of January 31, 2014 betweendimp&hy and Computershare and the
first supplemental indenture dated January 31, 2@tween the Company and Computershare.

46



MARKET FOR SECURITIES

The Common Shares are listed for trading on the RIWEKT, LLC (* NYSE MKT ") under the trading symbol “PAL” and on the
TSX under the trading symbol “PDLThe following table sets out the reported high kwadclosing prices and trading volumes of the Com
Shares on the NYSE MKT and the TSX for the periodscated.

NYSE MKT TSX
High Low Volume High Low \olume
(USS$, (USS$, (Cdn$) (Cdn$)
2014
March (1- 28) 0.5¢ 0.41 180,504,65 0.6 0.4 22,808,07
February 0.41 0.31 117,314,20 0.4t 0.3¢ 30,957,78
January 0.9C 0.4z 103,441,24 0.9¢ 0.4t 22,795,13
2013
Decembe! 0.7¢ 0.3¢ 72,737,41 0.7¢ 0.4C 5,393,97.
Novembel 0.8¢ 047 48,237,888 0.8¢ 0.5C 5,435,37
October 0.9¢ 0.8¢ 17,872,15 1.05 0.9z 1,928,23!
Septembe 1.0z 0.9t 18,883,95 1.0¢ 0.9¢ 1,348,54!
August 1.2z 101 31,977,48 1.2¢ 1.0¢ 2,754,961
July 1.2 1.0z 29,789,02 1.2¢ 1.0/ 2,014,999
June 1.1t 0.91] 29,787,18 1.2C 0.97 6,154,72!
May 1.3¢ 1.01 52,214,35 1.3¢ 1.01 6,895,19I
April 1.7z 1.37 49,709,21 1.6 1.37 7,379,50!
March 1.5¢ 1.3t 28,495,18 1.6C 1.3¢ 3,317,47.
February 1924 1.3¢ 54,224,77 198 1.4C 9,310,40
January 1.77 1.5C 58,969,88 1.77 1.4¢  8,453,29

The Company’s outstanding 2012 Debentures arellfstetrading on the TSX under the trading symi@DY.DB”. The 2012 Debentures
commenced trading on the TSX on July 31, 2012.fdhewing table sets out the reported high and tdesing prices and trading volume of
the debentures on the TSX for the periods indicated

TSX
High Low Volume
(Cdn$) (Cdn$)
2014
March (1- 28) 64.2¢ 49.0( 8,17(
February 55.0( 45.2¢ 11,31¢(
January 64.0( 41.0C 14,86(
2013
Decembe 46.9( 38.0(¢ 16,38(
Novembel 68.0( 39.0(¢ 12,64(
October 70.9¢ 68.0( 11,07(¢
Septembe 69.0( 68.0( 4,37(
August 69.1( 62.5¢ 6,64(
July 66.9( 59.0( 13,94(
June 71.4¢ 63.5( 120,27(
May 84.0( 63.0( 34,91(
April 91.0(C 83.0( 16,89(
March 90.0(¢ 84.51 6,83(
February 95.5( 88.0( 49,91(
January 96.1( 78.0( 14,28(
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The Company'’s outstanding 2014 Debentures arallisietrading on the TSX under the trading symtRDL.DB.A”. The 2014
Debentures commenced trading on the TSX on Jar8iarg014. The following table sets out the repottiggh and low closing prices and
trading volume of the debentures on the TSX fortbeods indicated.

TSX
High Low Volume
(Cdn$) (Cdn$)
2014
March (1- 28) 130.0: 98.0( 40
February 99.0( 92.0( 71,86(
January 94.0( 94.0( 1,02(

PRIOR SALES
In conjunction with the issuance of the 2011 SeBiecured Notes, the Company issued 72,000 pallad@mants. As at March 28,
2014, 12,000 palladium warrants were outstandihg. Jalladium warrants entitle the holders thereqfurchase 0.35 ounces of palladium at &
purchase price of US$620 per ounce at any time fitheir expiration on October 4, 2014.
In conjunction with the issuance of the 2014 Deberg, the Company issued warrants to purchase ipgtely 16.8 million
Common Shares. The exercise price of the warrarfi6.ir62 per share, subject to adjustment. Theawtsrwill expire on March 28, 2017.

DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth information aboug tthirectors and executive officers of the Compangfahe date hereof. Each
director’s current term as director will end on d@&8, 2014, or when he or she resigns or ceasesddalirector by operation of law.

Name and

Municipality of Residence Position(s) Helc Principal Occupation

Steven R. Berlin)(2) Director Retired Financial Executive

Tulsa, Oklahoma, US,

C. David A. Comba®®) Director Retired Mining Executive

Burlington, Ontario, Canac

André J. Douchane®) Director President and Chief Executive Officer,
Toronto, Ontario, Canac Mahdia Gold Corporatio

Robert J. Quinn Chairman and Director Partner, Quinn & Brooks LLP
Houston, Texas, US,

Gregory J. Van Staveren®)(@) Director President, Strategic Financial Services
Toronto, Ontario, Canac

William J. Weymark (@) Director President, Weymark Engineering Ltd.

West Vancouver, B.C., Cana
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Phil du Toit 4 President and Chief Executive Officer President and Chief Executive Officer,

Toronto, Ontario, Canac North American Palladium Ltc

James E. Gallaghei®) Chief Operating Officer Chief Operating Officer, North American

Sudbury, Ontario, Canat Palladium Ltd.

Dave Langille ®) Chief Financial Officer Chief Financial Officer, North American

Richmond Hill, Ontario, Canac Palladium Ltd.

Tess Lofsky Vice President, General Counsel and Vice President, General Counsel and

Toronto, Ontario, Canada Corporate Secretary Corporate Secretary, North American
Palladium Ltd.

David Peck Head of Exploration Head of Exploration, North American

Brandon, Manitoba, Canau Palladium Ltd.

®  Member of the Audit Committe:

(@ Member of the Governance, Nominating and Compems&ommittee

(3  Member of the Technical, Environment, Health anfe§aCommittee

4 Mr. du Toit joined the Company as President andeCEkecutive Officer, effective March 25, 20:
®)  Mr. Gallagher joined the Company as Chief Opera@fiicer, effective October 1, 201

(6)  Mr. Langille joined the Company as Chief Finan¥ficer, effective January 22, 201

Steven R. BerlinMr. Berlin was appointed to the Board in Februa®@P, and is also a director of Orchids Paper Prizsduc
Company, an NYSE MKT listed company. At the en@@D5, Mr. Berlin retired from his position as ViBeesident of Kaiser-Francis Oll
Company (“*KFOC ") where he worked part-time for two years follogifour years of full-time work as Vice-President@hief Financial
Officer. Prior to joining KFOC, Mr. Berlin taught the University of Tulsa for three years whereals® served a year as acting associate Dee
of the College of Business and acting Directorhef $chool of Accounting. Before joining the Uninigr®f Tulsa, Mr. Berlin spent 25 years
with Citgo Petroleum Corporation, where he retiasdSenior VP Finance and Administration and Chiediicial Officer. Mr. Berlin has a
Bachelor's degree from Duquesne University, a Mast@usiness Administration from the UniversityWisconsin Madison and has
completed the Executive Management program at @tdhfniversity.

C. David A. CombaMr. Comba, who has over four decades of expeei@scan exploration advocate and senior miningugixes
was appointed to the Board in March 2006. As Chigfloration Geologist of Falconbridge Ltd. in SudpwOntario, he led the team that
discovered the high-grade footwall deposit thaivadld the Thayer Lindsley mine to go into productiBrior to its takeover by Kinross Gold
Corporation, Mr. Comba was Vice-President, Explorabf Falconbridge Gold Corporation. Following tiaé&eover, he became President and
Chief Executive Officer of Pentland Firth VenturL(“ Pentland”), a Kinross-controlled junior gold explorationropany listed on the TSX.
Pentland’s work added the first couple of milliaamee resource to the Hammond Reef property Atikpkartario. Mr. Comba was Director of
Issues Management with the Prospectors and Dewsldmsociation of Canada from 1998 to 2005, duwhgich time he led the successful
lobby effort for the re-introduction of enhanced‘super” flow-through shares. Mr. Comba has Bachgland Masters’ degrees in geology
from Queen’s University in Kingston, Ontario.

André J. DouchaneMr. Douchane is a seasoned mining executive autr 40 years of experience in the mining industith a
solid track record of successfully bringing develemt projects into production. He was appointethéoBoard in April 2003, and served as
President and Chief Executive Officer until Janu2®@6 and as the Interim Chief Executive Officethef Company from September 13, 2012
until March 25, 2013. Mr. Douchane is currently Bresident and Chief Executive Officer of Mahdidd>@orporation. He previously held
senior positions with several precious and base
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metal international mining companies including Rtest and Chief Executive Officer of THEMAC ResoesdGroup Limited, President and
Chief Executive Officer of Starfield Resources JiRresident and Chief Operating Officer of Chieh€alidated Mining Co., and Vice
President, Operations of Franco and Euro-NevadwiiNgit Mining Corporation). Mr. Douchane holds a Balor's degree in Mining
Engineering from the New Mexico Institute of Miniagd Technology and is a graduate of the Execti@ness Program at the Kellogg
School of Business.

Robert J. Quinn A founding partner of the Houston mining trangawal law firm Quinn & Brooks LLP, Mr. Quinn has ew30
years of legal and management experience, inclugingice President and General Counsel for Battemtkain Gold Company. Appointed
the Board in June 2006, he has extensive experiamoerger and acquisition transactions, corpagateernance, public disclosure,
governmental affairs, environmental law and lanchaggement. Mr. Quinn has a Bachelor of Science @dgrBusiness Administration from
the University of Denver, a juris doctorate dedreen the University of Denver College of Law andstmpleted two years of graduate work
in mineral economics at the Colorado School of Mine

Gregory J. Van StavererSince September 2001, Mr. Van Staveren has leeRresident of Strategic Financial Services, \eapegi
company providing business advisory services. [@uittiis period he has sat on the board of a numiqeuldicly traded corporations and was
appointed to the Board in February 2003. Mr. Vaaw8ien is a Chartered Professional Accountant aeréified Public Accountant and holds
a Bachelor of Math (Honours) degree from the Ursitgrof Waterloo. From February 1998 until Septem@01, Mr. Van Staveren was the
Chief Financial Officer of MartinRea Internationat. (MRE-TSX), and prior to that he was partnethia mining group of KPMG, which he
joined in 1980, and where he provided accounting,advisory services to his clien

William J. Weymark Appointed to the Board in January 2007, Mr. Wegknia President of Weymark Engineering Ltd., a Camy
providing consulting services to businesses irptiate equity, construction and resource secteris-hlso a director of the VGH & UBC
Hospital Foundation Board, and several private comgs. Mr. Weymark is also a Member of the Indusilyisory Committee for the Norme
B. Keevil Institute of Mining Engineering at the Warsity of British Columbia. Until June 2007, Mileymark was President and Chief
Executive Officer of Vancouver Wharves/BCR Mariadransportation firm located on the west coagriafsh Columbia. Prior to joining
Vancouver Wharves in 1991, Mr. Weymark spent 14gyeathe mining industry throughout western Canadeking on the start-up and
operation of several mines. Mr. Weymark is a Psifesal Engineer and holds a Bachelor of ApplieceBSce in Mining and Mineral Process
Engineering from the University of British Columlaad is a graduate of the Institute of Corporate®ors’, Directors Education Program.

Phil du Toit:Mr. du Toit is an accomplished mining executivehadtproven track record for executing on his manmegd mandate
throughout his career. Mr. du Toit joined the Compas Chief Executive Officer in March 2013. Mr. Toit brings significant project
management expertise to the Chief Executive Offioks, developed during his 37 years of global eigmee in the mining industry which
includes senior roles for some of the world’s legdnining companies, and the successful developofentltiple large capital projects.
Recently, Mr. du Toit served as Executive Vice Rimst and Head of Mining Projects and ExplorationArcelorMittal, the world’s leading
integrated steel and mining company, where he esgonsible for mining strategy, exploration, progtd business development. His
experience also includes serving as Interim Chiefchtive Officer of Baffinland Iron Mines Corp., a®ll as having held various senior
management positions for Vale, Diavik Diamond
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Mines (a subsidiary of Rio Tinto plc), Voest Alpitec., and Gencor Ltd. Mr. du Toit holds a BachalbGcience degree in Civil Engineering
from the University of Pretoria in South Africa.

James E. GallagheMr. Gallagher is a seasoned mining executive wittr 80 years of experience in a series of rolearspg
operations, projects, engineering, technology amsulting and joined the Company as Chief Operdiiffgcer in October 2013. Prior to
joining the Company, Mr. Gallagher served as Glahatctor of Mining at Hatch Ltd. for seven yeamdere he led the fir's global mining
group involved in transitioning projects to normgkerations. Prior to Hatch Ltd., the foundatioraitppf Mr. Gallaghers experience came frc
his 24-year career at Falconbridge Ltd. in a varidtoperations and project management roles, ofoshich were based in Northern Ontario.
Mr. Gallagher also has a track record for identifyimprovement opportunities and building out técahcapabilities. Mr. Gallagher holds a
Bachelor of Mining Engineering degree from LaurantUniversity in Canada.

David Langille:Mr. Langille is a seasoned finance executive witer@6 years of international public company ex@&e and
joined the Company as Chief Financial Officer inulary 2013. He brings a wealth of internationadficial expertise to NAP, notably a sc
track record of optimizing operations to improveeggting margins, along with merger and acquisiéeperience, and raising capital through a
broad range of capital market products. Most rdgehtr. Langille served as the Chief Financial ©&r and Vice President, Finance of
Breakwater Resources Ltd. Prior to this, he semexnior financial positions for various publicngpanies, including Lindsey Morden Group
Inc., Capital Environmental Resource Inc., Cottfgoation, and TVX Gold Inc. Mr. Langille received Blonours Bachelor of Business
Administration from Wilfrid Laurier University in \Aterloo, Ontario, Canada in 1985, and has beemabereof the Institute of Chartered
Professional Accountants of Ontario and the Soaétylanagement Accountants of Ontario since 1987.

Tess Lofsky Ms. Lofsky joined the Company in June 2010 aspGmate Counsel and was appointed Vice Presideme@ke
Counsel and Corporate Secretary in December 201®.tB joining NAP, Ms. Lofsky worked as a lawyiarthe corporate law department of
Stikeman Elliott LLP, with a particular emphasismaming. Ms. Lofsky has worked on a nhumber of temt®ns, including equity and debt
financings, mergers and acquisitions and othernygitiansactions. She has also had significant wamént in development projects and
regional exploration initiatives. Ms. Lofsky holda Hon B.Soc.Sc. from the University of Ottawa and_L.B from Queen’s University, and is
a member of the Law Society of Upper Canada.

David Peck Dr. Peck is a Professional Geoscientist with lye20 years of exploration and research experispeeializing in
magmatic nickel-copper-PGE deposits. Dr. Peck hgldisal recognition as an expert in PGE exploratifiar serving as a senior technical and
strategic consultant to several public and pricat@panies and having worked on exploration andngiprojects in more than a dozen
countries. He was directly involved in several ffigant magmatic nickel-copper-PGE discoveries an@da and overseas. Recently, Dr. Peck
served as President and Senior Technical and §cdensultant at Revelation Geoscience Ltd., arat o this, he served as Global Nickel
Commodity Leader at Anglo American plc, a Seniool@gist for Falconbridge Ltd., a Senior Mineral Dsjis Geologist with the Manitoba
Geological Survey, held various academic rolesanddiian universities, and was the technical leaa wilti-year mineral potential study
funded by the Ontario Geological Survey. He habaneid numerous public presentations and governarehicademic publications addres:
his area of specialization.
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Security Holdings

As of the date hereof, the number of Common SHagasficially owned, directly or indirectly, or ovehich control or direction is
exercised, by all directors and senior officerthef Company is approximately 254,141, which is thas 1% of the Common Shares issuec
outstanding.

Cease Trade Orders, Bankruptcies, Penalties or Satiens

Mr. Berlin was a director of Ozark Airlines, In€.Qzark "), doing business as Great Plains Airlines, Imtich filed a voluntary
bankruptcy petition under Chapter 11 of the UniB¢ates Bankruptcy Code on January 23, 2003. MilirBesigned from the board of
directors of Ozark on December 14, 2004. Ozarkl fdemotion to convert the bankruptcy to Chaptevhich was granted on March 11, 2005.

Mr. Comba was a director of Black Pearl Mineralsi€aidated Inc. (Black Pearl”) from December 1998 to April 2004. In
July 2002, the Ontario Securities Commissio®GC ") issued a cease trading order against Black Peafailing to meet its continuous
disclosure obligations, which order was revokedatober 3, 2002. A second cease trading order sgaed by the OSC on February 3, 2004
for failure to file financial statements, which erdvas revoked on February 18, 2004.

Mr. Quinn is a director of Mercator Minerals Ltd.Nlercator ”). On November 8, 2011, an order was issued byStB€ revoking
the registration of Mercator’s common shares inUh&ed States for failing to file periodic repaor@n November 8, 2011, Mercator filed a
Form 40-F registration statement with the SEC tceggster Mercator’s common shares in the UnitedeSt The Form 40-F registration
statement became effective on January 9, 2012.

Mr. Van Staveren’s consulting company, Strategi@hRtial Services, provided the part-time servidddro Van Staveren to act as
the Chief Financial Officer of Starfield Resourdes. (“ Starfield ) from September 14, 2007 to March 23, 2012. Appraxaly one year aft
the termination of this agreement, on March 7, 2&tarfield filed a Notice of Intention to Make soposal pursuant to the provisions of Part
[l of the Bankruptcy and Insolvency A@anada).

Conflicts of Interest

There may be potential conflicts to which the dioes of the Company are subject in connection thithbusiness and operations of
the Company. The individuals concerned are goveimady conflicts or potential conflicts by applite law. As of the date hereof, the
following directors and officers of the Company dhpbsitions with other companies that explore foprmduce PGMs or gold or have other
business interests which may potentially conflighwthe interests of the Company.

Mr. Comba is the chairman of First Nickel Inc., @X-listed company, which owns the Lockerby mine in8ug, Ontario, Canad
First Nickel Inc. is a nickel, copper and cobalbgucer with platinum group credits that is activekploring for nickel deposits in Sudbury and
south-eastern, Ontario.

LEGAL PROCEEDINGS

The following is a summary of material legal prodiegs of which the Company is or has been a party.
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In 2000, LDI and B.R. Davidson Mining & Developmdrtl. (“Davidson”) entered into a construction aawt whereby Davidson
agreed to construct an expanded tailings managefaglity at the LDI Mine. LDI declared Davidson be in default of the contract on
February 2, 2001 and made a demand under a perioenteond issued by AXA Pacific Insurance CompaiyX@”). Davidson was the
principal named in the bond and the indemnitorssv&R. Davidson Mining & Development Ltd., Atikok&eady Mix Ltd., Blaine R.
Davidson, Bruce R. Davidson and Marlene DavidsotAAommenced an action against the indemnitorsofthe indemnitors other than
Marlene Davidson commenced a third party actionresg& DI, Sitka Corp., LDI's engineers, and Aon Begtenhouse, the bond broker. The
third party action is for some $10.9 million in teeent that the construction contract is enforaesbome $3 million in the event the construc
contract is not enforced, plus other claims in dgesdor a total of between $10 and $15 million masts and interest. LDI has a counterclaim
against Davidson for some $10.7 million in liquiehdamages for breach of contract. LDl is alscagggnee of judgments against Davidson
related to subtrade liens, which currently amoaragproximately $2.6 million in principal and intst. A pre-trial was held in January 2013
and a mediation has been scheduled for June 20®4matter has been set own for trial starting ito®er 2014. At this stage, a reliable
estimate of the outcome of this third party actiod counterclaim is not determinable and accorgitigd Company has not recorded any
provisions related to this action within its condated financial statements at December 31, 2013.

In 2011, the Company became aware that a statevhel@im had been filed with the Ontario Superi@u@ of Justice against the
Company and two of its officers regarding a potdriass action lawsuit. The statement of claimgbbypermission of the court to commence ¢
class action proceeding for alleged misrepresamtsiiin the Company'’s public disclosure. The Comgaag/retained legal counsel and intends
to vigorously defend the potential claim. In 20dZresh Statement of Claim was filed increasingameunt of the claim to $100 million. In
December 2012, the plaintiffs filed a motion rectodcertification and for leave. The Company fiiéziresponding motion record in February
2014 and a mediation has been scheduled for Apti#t2At this stage, a reliable estimate of the omte of the potential action is not
determinable and accordingly, the Company haseumrded any associated provisions within its cadat#d financial statements at
December 31, 2013.

From time to time, the Company is involved in otliggation, investigations or proceedings relatedlaims arising out of its
operations in the ordinary course of businesshéndpinion of the Company’s management, these othans and lawsuits individually and in
the aggregate, even if adversely settled, wouldratxpected to have a material effect on the teesfibperations or financial condition of the
Company and would not exceed ten percent of theectiassets of the Company.

INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRAN SACTIONS

No director, executive officer, shareholder ownidigectly or indirectly, or exercising control oirection over, 10% or more of the
voting securities of the Company or any associatgfdiate of any of the foregoing has or had atenial interest, direct or indirect in any
transaction since January 1, 2011 that has mdyeaitiécted or will materially affect the Company.
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TRANSFER AGENT AND REGISTRAR

Computershare Investor Services Inc. is the registnd transfer agent of the Common Shares in Gaaad Computershare Trust
Company, N.A. is the co-transfer agent for the Camr8hares in the United States.

MATERIAL CONTRACTS

Except for the agreements listed below, the Compasynot entered into any material contracts, dtieer in the ordinary course of
business:

€)) The smelting and refining agreement with Vaeed May 3, 2012 described in the section titleds&iption of the Business and
General Developmen- The Lac des lles Proper- Mining Operation”;

(b)  The convertible debenture indenture dated awilyf31, 2012 between the Company and Computershaespect of the
Compan’s issuance of 43,000 convertible debentures fagpooceeds of $43 millio

(c) The loan agreement dated June 7, 2013 betwee@dmpany, Brookfield and LDI, as amended on Ndyem29, 3013, described

in the section titler“ Description of the Business and General Develops— 201%"; and

(d)  The convertible debenture indenture dated dsawofiary 31, 2014 between the Company and Compaterand the first
supplemental indenture dated January 31, 2014 ketthee Company and Computershare in respect @hé Debenture:

INTERESTS OF EXPERTS

Information relating to the Company’s LDI propeitythis AIF has been derived from the 2014 LDI Repoepared by Tetra Tech
under the supervision of Cameron McKinnon, Chrie®g David D. Peck, David N. Penna, Denis Dechddbn Cooney, Philip Bridson,
Richard K. Brummer, William Richard McBride and Wiiang Ni and has been included in reliance on pactons’ expertise. Each of these
individuals is a “qualified person” as such terndéfined in NI 43-101 and, with the exception ofvidN. Penna, Denis Decharte who are
employees of the Company and David D. Peck ands@wney who are private consultants engaged bgdnepany, is independent from the
Company.

None of Tetra Tech, Cameron McKinnon, Chris Rorizgyid D. Peck, David N. Penna, Denis Decharte, Joboney, Philip
Bridson, Richard K. Brummer, William Richard McBeiar Wenchang Ni, each being companies or persbpnshave prepared or supervised
the preparation of reports relating to the Compsumyineral properties, or any director, officer, éoype or partner thereof, as applicable,
received or has received a direct or indirect ggein the property of the Company or of any asdear affiliate of the Company. To the
knowledge of the Company, as at the date heresfafirementioned persons and persons at the coaspspecified above who participated in
the preparation of such reports, as a group, bealyi own, directly or indirectly, less than onerpent of the outstanding securities of the
Company.

Other than as indicated above, neither the afortorad persons, nor any director, officer, emplogepartner, as applicable, of
the aforementioned companies or partnerships,riewtly
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expected to be elected, appointed or employeddagetor, officer or employee of the Company oanj associate or affiliate of the Company.

KPMG LLP are the auditors of the Company and hardianed that they are independent with respetié¢cCompany within the
meaning of the relevant rules and related integpiais prescribed by the relevant professionaldmiti Canada and any applicable legislation
or regulation, and that they are independent adeotswith respect to the Company under all relelkshprofessional and regulatory
standards.

RISK FACTORS

The Company’s securities are subject to the folhmarisks. If any of the risks occur, the Comparhisiness, operating results and
financial condition could be materially adverseffeated, the trading price of the Company’s se@sitould decline and all or part of any
investment may be lost. Additional risks and uraiettes not currently known to the Company, or #at currently deemed immaterial, may
also materially and adversely affect the Compabysiness operations.

The Company may not be able to continue as a gaingcern.

While the Company has operations that generatenteyehe Company incurred net losses of approxignég5s.2 million, $66.0
million and $46.2 million in the years ended Decembl, 2011, 2012 and 2013, respectively.

After including working capital changes, the Comparpects to generate negative cash flows fromatjoers in fiscal 2014,
primarily as a result of a decrease in accountslplayas the Company transitions away from intensdrestruction activity and an expected
increase in accounts receivable as production raipg the LDI Mine. The Company does not currehtlye sufficient committed available
debt or equity financing in place to continue exation and development activities and fund alltefolanned capital expenditures, and the
borrowing availability under the Credit Facilitylimited based on a borrowing base calculation. Braokfield Debt and Credit Facility
contain several financial covenants, which, if met would result in an event of default. These $oalso include limits on liens, material
adverse change provisions and cross-default ponssiCertain events of default result in thesedd@toming immediately due. Other events
of default entitle the lender to demand repaymedtthe Brookfield Debt provides for the paymenaqfrepayment fee and penalty interest
upon an event of default. Should the Company bélerta obtain sufficient financing, or if the Cormyas lenders were to demand repayment
of outstanding amounts, the Company would not Isafcient funds to repay its obligations when damed could cause the Company to seek
protection from its creditors, or seek to restruetits obligations. As a result, the Company’sigbib continue as a going concern is depender
on the Company securing additional financing. Faile obtain necessary financing at the time regumay result in the delay or indefinite
postponement of exploration, development or pradaain any or all of the Company’s properties,h@ kss of one or more of its property
interests, and could ultimately cause the Comparogase operations.

Commodity price fluctuations.

The Companys financial results are directly related to commygdrices as its revenues are derived from sal@alddium, and to
lesser extent, gold, platinum, nickel and coppedpced from the LDI Mine. Commodity prices can fuate widely and are affected by
numerous factors beyond the Company’s controluitiog production at other mines, supply from reirygl producer hedging activities, the
state of the automotive industry, other productod investor demands and overall political and enoa conditions. The price of palladium is
affected by global supply and demand for the conitppdnd the availability and cost of substitutes fpalladium, such as platinum, and suf
from Russia and South Africa, the two major PGMduaing countries. An increased supply of palladamplatinum from Russia or South
Africa could have a negative impact on the pricealfadium. Further, the prices of palladium anatipum have on occasion been subject to
very rapid short-term changes because of the snsitle of the market relative to other metals. abgregate effect of these factors is
impossible to predict.
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If the price of palladium drops, this will adverngelffect the Company financial performance and results of operatibfistorically,
changes in the market price of palladium have &mitly impacted the Company’s profitability arttettrading price of the Common Shares.

Fluctuations in foreign currency exchange rates nelation to the U.S. dollar.

Changes in the Canadian dollar/U.S. dollar exchaatgesignificantly affect the Company’s operatiagults and cash flows as all
of the Company’s revenues are earned in U.S. ddilat most of its operating and capital costsaearred in Canadian dollars. As a result, a
strengthening Canadian dollar relative to the ddBar will result in reduced profit or increases$es for the Company. The Canadian
dollar/U.S. dollar exchange rate has varied sigaiftly over the last several years. From timent@tithe Company may engage in hedging
activities to manage its exposure related to chamgexchange rates, interest rates and commoddgs but those hedging activities may not
be successful in mitigating the Company’s exposuitbose changes. There can be no assurance tina fareign exchange fluctuations will
not materially adversely affect the Company’s ficiahperformance and results of operations.

In addition, changes in currency exchange rata$particularly a significant weakening of the SoAfhican rand relative to the
U.S. dollar, could reduce relative costs of proaucand improve the competitive cost position ofitBoAfrican PGM producers.

The Company will require substantial additional famcing to fund long-term investment capital requirents.

Based on management’s preliminary internal reviggnificant additional capital expenditures will leguired in order to expand
the LDI Mine at depth. The Company’s managementeaily believes that development of the LDI Minadapth will be critical to satisfying
the Company’s financial obligations and for itsdeterm profitability. Additional diamond drilling fedwed by appropriate technical studies
required in order to determine the economic vigbaéind capital cost of deepening the shaft andldpireg the mine at depth.

Capital expenditures associated with expandind.BieMine at depth will require significant additiahfinancing. There can be no
assurance that additional financing will be avdédab the Company when needed or on terms acceptalbhe Company. In addition, the
consent of the lenders under the Company’s thestiagidebt facilities may be required for any sfiohncing transaction. There can be no
assurance that such consents would be obtainedC@imgany’s inability to obtain additional financimguld severely limit the Company’s
long-term profitability, and may ultimately requittte Company to cease operations.

The Company currently has a substantial amount onflebtedness and significant interest payment requients.

The Company currently has a substantial amoumnid#btedness and significant interest payment reongints. This substantial
degree of leverage could have important conseqgeimeguding the following:

. it may limit the Company'’s ability to obtainditional debt or equity financing, or limit the Cpamy’s ability to obtain such
financing on acceptable tern
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. a substantial portion of the Company’s castvfldrom operations will be dedicated to the paynwémdrincipal and interest
on indebtedness and will not be available for otheposes

. the debt service requirements could make it mdfeedli to satisfy the Compar s other financial obligations; a1

. certain of the Company’s borrowings, includimgrrowings under the Credit Facility, are at valeatates of interest,
exposing it to the risk of increased interest re

The Company may not be able to generate sufficiemsh to service all of its indebtedness and maydveed to take other actions to satisfy
its obligations under its indebtedness, which magt he successful.

The Company’s ability to make scheduled paymentatefest and principal on its outstanding indebgess or to refinance its debt
obligations depends on its financial and operapi@dormance, which is subject to prevailing ecormarid competitive conditions and to
certain financial, business and other factors bdytscontrol. No assurances can be provided tleaCompany will generate sufficient cash
flow from operating activities to permit it to p#ye principal, premium, if any, and interest onifidebtedness. While the Company currently
has the ability to accrue interest on the Brookfiekbt, the terms of the Brookfield Debt requirattthe Company begin to pay cash interest
after May 31, 2015.

In addition, the Brookfield Debt and the Credit #iaceach require the Company to maintain a maximsenior debt to EBITDA
ratio beginning in October 2014. In October 204, tnaximum EBITDA Ratio permitted is 12:1, whiclifdo 10:1, 9:1, 8:1, and 7:1 over the
next four subsequent months respectively, to &:hfoadditional two months, to 5:1 for the follogithree months and to 4:1 thereafter. If the
Company’s EBITDA is not sufficient, or if the Compas senior debt increases (including as a refulhe@Company accruing further amounts
of interest payable on the Brookfield Debt as pgpab), the Company may not be able to satisfy tBETBDA Ratio. EBITDA in this AIF has th
meaning set forth in each of the Brookfield DebCoedit Facility as applicable. See “Risk FactofBhe Company may be required to record
impairment charges which may adversely affect fof@results and could cause the Company to briggdovenants under the Brookfield
Debt and the Credit Facility”.

If cash flows, capital and other resources arefiitdent to fund the Company’s debt service obligas, the Company may be
forced to reduce or delay capital expenditure$ asslets or operations, seek additional capitegstructure or refinance its indebtedness. No
assurances can be made that the Company wouldétoabke any of these actions, that these actiangd be successful and permit the
Company to meet its scheduled debt service obtigatior that these actions would be permitted utigeterms of existing or future debt
agreements, including the Credit Facility and thed&field Debt. The Credit Facility and the Broakfi Debt currently restrict the Company’s
ability to dispose of assets and use the proceedsguch dispositions and, accordingly, the Compaay not be able to dispose of assets or t
obtain or use the proceeds of dispositions.

If the Company cannot make scheduled paymentssatelit, or comply with its covenants, it will bedefault of such indebtedness
and, as a result:

. holders of such debt could declare all outstangigcipal and interest to be due and paya
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. the lenders under the Credit Facility could terrtértheir commitments to lend the Company mol

. the holders of the Compa’s secured debt could realize upon the assets sgdhgir borrowings

. the Company would cro-default under certain material agreeme

. the Company could become the subject of restrumjumsolvency, bankruptcy or liquidation procegginanc
. the value of the Compa’s securities could declin

Deterioration of economic conditions will adversdlypact the Compar’s revenues.

The unprecedented events in global financial markethe past several years have had a profoundahgm the global economy.
The deterioration of economic conditions generadlyld negatively impact the Company’s busines®uegral ways. For instance, in recent
years, financial conditions have been charactetigeaharket volatility, tight credit markets and veed consumer confidence and busir
activity, which have negatively impacted the Compsimevenues and the market price of the CommomeSha

In addition, a prolonged or significant global eoomc contraction could put downward pressure orketgprices of PGMs,
particularly if demand for PGMs decline in connentiwith consumer demand, since PGMs are used iprdtiction of items such as
automobiles, electronics and jewellery.

In addition, some purchasers of PGMs, such as alidenmanufacturers, could experience serious flashproblems due to
deteriorating global capital markets. Approximatedf of global demand of palladium and platinunfioisthe manufacture of automotive
catalytic converters. Auto companies and other Riskéhasers may be forced to reduce their prodoes lor production, shut down their
operations or file for bankruptcy protection, whigbuld have a material adverse effect on the Coipdisiness.

Inability to meet production level and operating stestimates

Planned production levels, capital expendituresapetating costs are estimates, with the estimatesspect of the LDI property
being based on technical studies as well as thep@oy’s experience in operating the LDI Mine. Alltbe Company’s estimates are subject to
numerous uncertainties, many of which are beyoadttmpany’s control. The Company may have diffieslattracting and maintaining a
sufficient amount of qualified workers to meet gaipd production levels. In addition, the Compamgsity to achieve or maintain projected
production at the LDI Mine is uncertain due to faet that the Company’s production decisions atebaged on feasibility studies of mineral
reserves demonstrating economic viability. The Canypcannot give assurances that its actual pramtutdivels will not be substantially lower
than its estimates or that its capital expenditares operating costs will not be materially higtiean anticipated. Failure to meet production
levels and operating costs estimates could adweasielct the Company’s financial performance arslits of operations.
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Expansion of the LDI Mine involves significant risk

The Company believes that development of the LDidvit depth will be critical to satisfying the Caamnp’s financial obligations
and for its long-term profitability. Additional di@aond drilling followed by appropriate technical dies are required in order to determine the
economic viability and capital cost of deepening shaft and development of the mine at depth. &kelts of the additional drilling and
associated studies are uncertain, and if the sesfituch drilling and/or studies are unfavouratiie, Company may need to find alternative
sources of long-term production.

There is significant risk involved in all expansiprojects. Project delays may adversely affect etquerevenues and cost overruns
may adversely affect project economics. In addjtmmpleted expansion projects may not operate@acted by the Company, or result in the
achievement of targeted operational results. Thagamy’s ability to execute on its development petgen time and on budget depends on
many factors beyond the Company’s control, inclgdime availability of equipment and personnel, asceeather, accidents, equipment
breakdown, the need for government and regulatopycvals and unexpected or uncontrollable incresst®e costs or availability of
materials. Other risks include, but are not limiteddelays in obtaining sufficient financing, aslhas unforeseen difficulties encountered
during the expansion process including labour despor opposition by First Nations to the expansind other risks that generally apply to the
Company.

Calculation of mineral reserves, mineral resourcand metal recovery are only estimates, and thera ba no assurance about the quantity
and grade of minerals until the metals are actuahyined.

The calculation of mineral reserves, mineral resesiiand grades are merely estimates and deperebtoyigal interpretation and
statistical inferences or assumptions drawn froiftirdr and sampling analysis, which might proveb®inaccurate. Mineral resources that are
not mineral reserves do not have demonstrated etiondgability and mineral reserve estimates areedamn certain assumptions, including
metal prices. Until mineral reserves or minerabreses are actually mined and processed, the quaifitieserves or resources and their
respective grades must be considered as estinrdiesAmy material change in the quantity of mineederves, mineral resources, grade or
stripping ratio may affect the economic viabilitiithe Company’s operations.

The Company cannot guarantee that it will recolierihdicated quantities of metals. Future productiould differ dramatically
from such estimates for the following reasons:

. actual mineralization or ore grade could béedént from those predicted by drilling, sampliteghnical studies or
technical reports

. resources may not be successfully converted towes

. changes in the li-of-mine plan; ol

. the grade of ore may vary over the life of thime and the Company cannot give any assurancearthgarticular
mineral reserve estimate will ultimately be recexe

The occurrence of any of these events may causédhmpany to adjust its mineral resource and resestimates or change its
mining plans, which could negatively affect the Quamy’s financial condition and results of operasioMoreover, short-term factors, such as
the need for additional development of the orebardiye processing of new or different grades maseeskly affect the Company’s operations
and results.
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Decreases in the market price of palladium or otheetals may render the mining of reserves uneconor

The mineral resource and reserve figures presémtihis AlIF are estimates, which are, in part, blase forward-looking
information, and no assurance can be given thanthieated level of palladium, platinum, gold, nitland copper will be produced. Factors
such as metal price fluctuations, increased pragluciosts and reduced recovery rates may rendgrésent proven and probable reserves
unprofitable to develop at a particular site oesitor periods of time.

The 2014 LDI Report assumes the following long-te@mnes: US$700 per ounce for palladium, US$1,4&3qunce for platinum,
US$1,320 per ounce for gold, US$6.47 per poundhiitkel and US$3.26 per pound for copper. Minerakree and resource estimates would
be lower than estimated to the extent that acteahhprices are lower than assumed.

The Company'’s operations may be affected by incezhdemand for, and cost of, exploration, developmnamnd construction services and
equipment.

Strength of the metal market can result in an im®gdan exploration, development and constructidgivides around the world,
resulting in increased demand for, and cost oflaafpion, development and construction serviceseapdpment. The costs of such services
equipment could increase in the future, which caakiilt in delays or materially increased cosseifvices or equipment cannot be obtainec
timely manner or at acceptable prices.

Future exploration at the Lac des lles property at the Companys other exploration properties may not result increased mineral reserwvi
or mineral resources.

As mines have a depleting asset base, the Computinglg seeks to replace and expand its minerares and mineral resources
through exploration and development, strategic siipns and joint ventures. The Company has cotedliexploration programs on the LDI
property and elsewhere with the objective of insieg total mineral reserves and mineral resout€ggloration for minerals involves many
risks and uncertainties and is frequently unsudakgsmong the many uncertainties inherent in argleration and development program are
the location of mineralized zones, the developnogéaippropriate metallurgical processes, the readipecessary governmental permits to r
a deposit and the construction of mining and prsiogsfacilities. Assuming discovery of an economiceralized zone, several years may
elapse from the completion of the exploration phag# commercial production commences and durinthgime the economic feasibility of
production may change. There can be no assuraatththCompany’s current exploration and develogmergrams will result in
economically viable mining operations or yield neaivneral reserves and mineral resources to replacerd mineral reserves and mineral
resources. This could prevent the Company fromaguiag its targeted production levels over the ltergn, which could affect its ability to
continue as a going concern.

The risks and hazards associated with exploratiarining and processing pose operational and envircemtal risks.

Exploration, mining and processing operations imgaghany risks and hazards, including, among others:

. metallurgical and other processing proble
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. geotechnical problem

. unusual and unexpected rock formatic

. ground or slope failures or underground ¢-ins;

. environmental contaminatio

. industrial accidents

. fires;

. flooding and periodic interruptions due to inclemenhazardous weather conditions or other actsatire;
. organized labour disputes or work s-downs;

. mechanical equipment failure and facility performaproblems; an

. the availability of critical materials, equipmemtdaskilled labour

These risks could result in: damage to, or destmctf, the Company’s properties or productionfdes; personal injury or death;
environmental damage; delays in mining or procegsitreased production costs; asset write dowiasiatary losses; and legal liability.

The Company cannot be certain that its insurantecoxer all of the risks associated with miningdgrocessing or that it will be
able to maintain insurance to cover these riskzanhomically feasible rates. The Company may a¢smime subject to liability for hazards
against which it cannot insure or against whichGeenpany has elected not to insure because offrgrhium costs, commercial impractical
or other reasons. Such events could result in lapged interruption in operations that would havesgative effect on the Companryability to
generate revenues, profits and cash flow. Lossas $uch events may increase costs and decreas@lpifiby.

The Company’s future prospects will be negativeffeated if the LDI Mine fails to achieve or maintaiprojected production levels.

The Company’s future prospects will be negativéfgaed if the LDI Mine fails to achieve or maimagprojected production levels.
Unforeseen conditions or developments could anisingd the ongoing development and operation oLibeMine or other properties, which
could increase costs and adversely affect the Coypability to generate revenue and profits. Thameditions may include, among others:

. shortages or unanticipated increases in the casgupment, materials or skilled labo
. delays in delivery of equipment or materi¢

. labour disruptions

. adverse weather conditions or natural disas

. accidents

. unforeseen engineering, design, environmental otegénical problems; ar

. unanticipated changes in the -of-mine plan or the ultimate mine desi
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Risks of acquisitions and the failure to integratequired mining properties

The Company may acquire additional mining propsniere such transactions are economically antkgteally justified.
However, there can be no assurance that the Conwilibe able to identify attractive businessegpaperties in the future or that it will
succeed at effectively managing the integratioaagfuired mining properties. If the expected syrer@iom such transactions do not
materialize, or if the Company fails to integratiels new mining properties successfully into itssérg business, or if acquired businesses or
properties do not meet expectations or have unéggdiabilities, the Company’s results of operasi@ould be adversely affected.

Title to the Company’s mineral properties cannot gaaranteed.

The Company cannot guarantee that title to its gnigs will not be challenged. The Compangbility to ensure that it has obtair
secure claim to individual mineral properties onimg concessions may be severely constrained. Dngp@ny’s mineral properties may be
subject to prior recorded and unrecorded agreemeatsfers or claims, and title may be affecteddmong other things, undetected defects.
Additionally, there can be no guarantee that paaeFRirst Nations claims to the Company’s minenadgerties will not create delays in project
approval, unexpected interruptions in project pesgror production, or result in additional costadwance the project. A successful challenge
to the area and location of these claims couldlr@sthe Company being unable to operate on iperties as permitted or being unable to
enforce its rights with respect to its properties.

The Company is dependent on third parties for srimgjtand refining its palladium.

The Company has smelter agreements in place, vpinihide for the smelting and refining of the metadsitained in the
concentrates produced at the LDI property. Theiteation of the agreements or the failure to renesvagreements on acceptable terms, or at
all, could have a material adverse effect on themm@anys’s financial performance and results of operationts such time as alternative smelti
and refining arrangements could be made or altemptrrchasers of the Company’s concentrates doeifdund. If the Company is required to
make alternative refining arrangements or to fiheraative purchasers, there can be no assuraatseubh arrangements would be on terms a
favourable to the Company as its existing smelgeeements.

The Company is subject to extensive environmentad ather regulatory requirements.

Environmental laws and regulations affect the epgilon, development, mining and processing opemataf the Company. These
laws and regulations set various standards regglétie environment and require the Company to ohtaiious operating approvals and
licenses. Environmental legislation generally pdes for restrictions and prohibitions on emissiohgarious substances produced in
association with mining operations, such as seefragetailings containment facilities, which coulesult in environmental pollution.

In addition, amendments to current laws or regoifetigoverning mining companies, or more stringemti€émentation thereof, cot
have a material adverse impact on the Company amskdncreases in costs, reductions in levelsarfymtion or delays in the development of
new mining properties. In addition to existing regments, new environmental legislation may be enpnted in the future with the objective
of further protecting human health, the environnamd climate change. New environmental legislatipohanges in existing environmental
legislation could have a negative
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effect on production levels, product demand, anthods of production and distribution. The complgxihd breadth of these issues make it
difficult for the Company to predict their impact.

A breach of such legislation could result in theuence of governmental orders, imposition of fimed penalties and, in certain
circumstances, could result in the loss of opegdtienses or approvals, or the suspension of trapany’s operations. Significant liabilities
could be imposed for damages or clean-up costsiev¥ent of damage to the environment or non-c@aned with environmental laws or
regulations, which may have a material adverse atnga the Company’s operations or financial resufithhe Company fails to obtain or
maintain the necessary operating approvals ordiegit may not be able to continue its operatiaritsiusual manner or at all.

The Company cannot give assurances that it wélldtiture times be in compliance with all fedeaald provincial environmental
legislation or that steps to bring the Company odmpliance would not have a negative effect ofinncial condition and results of
operations.

The cost of complying with environmental legislatianay be significant.

The Company’s operations are subject to extensive@mental legislation. This legislation requithe Company to obtain
various operating approvals and licenses and alposes standards and controls on activities rglatirexploration, development and
production. The cost to the Company of obtaininchsapprovals and licenses and abiding by envirotahé&uyislation, standards and controls
may be significant.

The Company will be responsible for all costs afsclre and reclamation at the LDI property. In additto the extent that the
Company’s exploration activities at other projeditturb the land or some other environmental aitebthe Company may incur clean-up and
other reclamation costs at such projects. During32¢he Company’s mine closure obligations werésexl/to reflect the Company’s most
current closure cost estimates, expected mine imésmarket rate assumptions. The current minai@asbligations for the LDI property and
Shebandowan West project are approximately $14llibmi

The Company’s obligations with respect to the ewehtlean-up and restoration of these sites isrsdduy letters of credit in the
amount of approximately $14.4 million. There cambeassurance that the closure and reclamatios fasthese sites will not substantially
exceed the Company’s estimates, or that lettecsadfit will cover these costs.

Changes in environmental legislation or in its ecéonent, new information on existing environmeugtaiditions or other events,
including changes in environmental controls or dgads or in their enforcement, may increase fudumgronmental expenditures or otherwise
have a negative effect on the Company'’s finan@abiion and results of operations.

Compliance with current and future government reglons may cause the Company to incur significamtsts.

The Company’s activities are subject to extensigaddian federal and provincial legislation govegmmatters such as mine safety,
occupational health, labour standards, prospeatixygjoration, production, exports, explosives, nggamaent of natural resources, price cont
land use, water use, and taxes. Compliance withcayte legislation could require the Company tdkeaignificant capital outlays. The
enactment of new legislation or more stringent evdment of current legislation may
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increase costs, which could have a negative effiethe Company’s financial position. The Companynca make assurances that it will be
able to adapt to these regulatory developmentstonedy or cost effective basis. Violations of tedaws, regulations and other regulatory
requirements could lead to substantial fines, gErsabr other sanctions, including possible shwsaof the LDI property and future
operations, as applicable.

The Company is required to obtain and renew goveemtal permits in order to conduct mining operationwhich is often a costly and time-
consuming process.

Throughout the normal course of business, the Cosnjsarequired to obtain and renew governmentahftsrfor exploration,
operations and expansion of existing operatiorfsrathe development of new projects. Obtainingesrawing governmental permits is a
complex and time-consuming process. The duratignsaccess of permitting efforts are contingent upamy variables not within the
Company’s control, including the interpretationrefiuirements implemented by the applicable pemgjtiuthority. The Company may not be
able to obtain or renew permits that are necedsatg operations, or the cost to obtain or renewits may exceed the Company’s
expectations. Any unexpected delays or costs asalcwith the permitting process could delay thesttgoment or impede the operation of a
mine, which could materially adversely affect then@hany’s revenues and future growth.

If the Company loses key personnel or is unablettract and retain personnel, the Compe’s mining operations and prospects could be
significantly harmed.

The Company is dependent upon the services of 4 sumber of members of senior management. The Gayip current
operations and its future prospects depend onxperience and knowledge of these individuals. The@any does not maintain any “key
person” insurance. The loss of one or more of tivedigiduals could have a material adverse effecthee Company’s mining operations and
results of operations.

The Company faces competition from other, largempgliers of PGMs and from potential new sources dEFIs.

The Company competes globally with other PGM predsiand suppliers, some of which are significalatfger and have access to
greater mineral reserves and financial resourceaddlition, recycling and new mines could incregeglobal supply of palladium. The
Company may not be successful in competing witkahexisting and emerging PGM producers and sugplier

Current and future litigation and regulatory proceings may impact the revenue and profits of the Quany.

The Company may be subject to civil claims (inchgiclass action claims) based on allegations ofigestce, breach of statutory
duty, public nuisance or private nuisance or otliggwn connection with its operations or investigias relating thereto. A Statement of Claim
has been filed with the Ontario Superior Courtustite, seeking leave to commence a class actmepding for alleged misrepresentations ir
the Company’s public disclosure, as more fully diéscl on page 53 of this AlF. The Company has methiegal counsel and intends to
vigorously defend the potential claim. While thenGany is presently unable to quantify its potert#dility, which may be covered in whole
or in part by insurance, such liability may be mialeo the Company and may materially adverselgdtfits ability to continue operations.
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In addition, the Company may be subject to actmm®lated investigations by governmental or requiaauthorities in connection
with its activities at the LDI property or its othgroperties. Such actions may include proseciutiobreach of relevant legislation or failure to
comply with the terms of the Company’s licenses p@nits and may result in liability for pollutioather fines or penalties, revocations of
consents, permits, approvals or licenses or siratéions, which could be material and may impaetrésults of operations of the Company.
The Company’s current insurance coverage may natlbquate to cover any or all of the potentialdss$iabilities and damages that could
result from the civil and/or regulatory actionseneéd to above, or the Company may elect not taréagainst such risks.

The development of new technology or new alloysldaeduce the demand for palladium and platinum.

Demand for palladium and platinum may be reducedaihufacturers in the automotive, electronics atal industries find
substitutes for palladium or platinum. The develepirof a substitute alloy or synthetic material ethihas catalytic characteristics similar to
PGMs could result in a decrease in demand for giialta and platinum. Furthermore, if the automotivdustry were to develop automobiles
that do not require catalytic converters, suchuas plectric vehicles, it could significantly re@uthe demand for palladium and platinum. High
prices for palladium or platinum would create aceintive for the development of substitutes. Anyhstievelopments could have a material
adverse effect on the Company’s financial condiiad results of operations.

The Credit Facility, the 2012 Debentures, the 20Débentures and the Brookfield Debt provide for et®iof default, some of which may be
beyond the Company’s control.

The Credit Facility provides the Company with lidity for day-to-day operations. The Credit Facijlitye 2012 Debentures, the
2014 Debentures and the Brookfield Debt contaite@eevents of default, some of which may be beytedCompany’s control, the
occurrence of which could require the Company tplpeck immediately all amounts outstanding underGhedit Facility, the 2012
Debentures, the 2014 Debentures, or the Brookelot, as applicable.

Upon the occurrence of an event of default underGtedit Facility or the Brookfield Debt, the hold®f such debt could proceed
against the collateral granted to them to seclwatitidlebtedness, which collateral represents suiistis all of the Company’s and its
subsidiaries’ assets. If the holders of the Comzatigbt accelerate the repayment of borrowingsassurance can be made that the Company
will have sufficient cash flow or assets to repaydiebt or will be able to raise sufficient fundg¢finance such indebtedness. Even if the
Company is able to obtain new financing, it may lm®bn commercially reasonable terms, or acceptabies.

The Company’s hedging activities could expose itdsses.

From time to time, the Company may engage in heggativities to manage its exposure related toetwnies, interest rates and
commodity prices. While hedging related to realimgetal prices may protect the Company against l@tahprices, it may also limit the price
the Company can receive on hedged products. Asudt,réthe Company may be prevented from realiziogsible revenues in the event that the
market price of a metal or currency exceeds theemiated in a forward sale or call option contricaddition, the Company may experience
losses if a counterparty fails to purchase undmrdract when the contract price exceeds the g pf a commaodity.
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Lack of infrastructure could impact operations, atelay or prevent the Company from developing itsjpcts.

Operations and completion of the Company’s deveklatmprojects is subject to various requirementduaing the availability and
timing of acceptable arrangements for electricitpiher sources of power, water and transportdtioitities. The lack of availability on
acceptable terms or the delay in the availabilftgroy one or more of these items could impact djmers or prevent or delay development of
the Company'’s development projects. If adequatastfucture is not available in a timely mannegréhcan be no assurance that:

. operations will achieve the anticipated costs odpction volumes
. the development of the Comp¢'s projects will be completed on a timely basistiéll; or

. the ongoing costs associated with the developmfeghecCompan’'s advanced projects will not be higher than argiteg.

The Company may be required to record impairmenaoies which may adversely affect its financial résuand could cause the Company
to breach its covenants under the Brookfield Delntdsthe Credit Facility.

Under the Brookfield Debt and the Credit Facilitye Company is required to maintain a minimum dGgillion in shareholders’
equity. As at December 31, 2013, the Company’s shtareholders’ equity was approximately $222 wnillilf the Company is required to take
an impairment charge that would cause the Compadseholders’ equity to fall below $200 milliohetCompany would be in breach of the
Brookfield Debt and the Credit Facility and thepestive lenders thereunder may declare a defadlbaoelerate amounts owing and/or enf
their other rights as a creditor, including realg@on their security. An impairment charge woulsbahdversely affect the Company’s financial
results.

The Company may fail to achieve and maintain adetpiaternal control over financial reporting pursuat to the requirements of the
Sarbane-Oxley Act and equivalent Canadian legislation.

The Company documented and tested, during itslfy@za ended December 31, 2013, its internal copnaxedures in order to
satisfy the requirements of Section 404 of the &aeb-Oxley Act (‘SOX ") and equivalent Canadian legislation. Both SOX &anadian
legislation require management to assess anninlgffectiveness of the Company’s internal cortxar financial reporting (fCFR 7).

The Company may fail to maintain the adequacyofQf-R as such standards are modified, supplementashended from time to
time, and the Company may not be able to ensutéttta@n conclude, on an ongoing basis, that itdféective ICFR in accordance with
Section 404 of SOX and equivalent Canadian legislaThe Company’s failure to satisfy the requiretseof Section 404 of SOX and
equivalent Canadian legislation on an ongoing, lijrbasis could result in the loss of investor cdefice in the reliability of its financial
statements, which in turn could harm the Compsubyisiness and negatively impact the trading ppidbe Common Shares or the market v
of its other securities. In addition, any failuceitnplement required new or improved controls, iffiadilties encountered in their
implementation, could harm the Company’s operat@syilts or cause it to fail to meet its reportitdjgations. Future acquisitions of
companies, if any, may provide the Company witHlehges in implementing the required processegquores and controls in its acquired
operations.

66



No evaluation can provide complete assurance tiea€bompan’s ICFR will detect or uncover all failures of pers within the Company to
disclose material information otherwise requiredéareported. The effectiveness of the Companysgsses, procedures and controls could
also be limited by simple errors or faulty judgneenih addition, if the Company expands, the chgksninvolved in implementing appropriate
ICFR will increase and will require that the Compaontinue to improve its ICFR.

Difficulty of investors in the United States to esrce civil liabilities against the Company basededg upon the federal securities laws of t|
United States.

The Company is a Canadian corporation, with itagipial place of business in Canada. A majorityhef Company’s directors and
officers and some or all of the experts named imMF are residents of Canada and all of the Camijzaassets and a significant portion of the
assets of some or all of the Company’s directotsadficers and the experts named in this AIF acaled outside the United States.
Consequently, it may be difficult for U.S. investdo effect service of process within the Unitedt& upon the Company or its directors or
officers or such experts who are not residentb®finited States, or to realize in the United Stafeon judgments of courts of the United
States predicated upon civil liabilities under Securities Act of 1933, as amended. Investors shootl assume that Canadian courts (1) woul
enforce judgments of U.S. courts obtained in astagainst the Company or such directors, officeexperts predicated upon the civil liability
provisions of the U.S. federal securities lawsher $ecurities or “blue sky” laws of any state witthie United States or (2) would enforce, in
original actions, liabilities against the Compamysoch directors, officers or experts predicateonuihe U.S. federal securities laws or any ¢
state securities or “blue sky” laws. In additidme protections afforded by Canadian securities laag not be available to investors in the
United States.

AUDIT COMMITTEE INFORMATION

Audit Committee Mandati

The Audit Committee is responsible for assessiegpttrformance of the Company’s auditors and foierewng the Company’s
financial reporting and internal controls. The Coittee has adopted a mandate, ratified by the Beantsh describes roles and responsibilities
of the members of the Committee.

The Audit Committee mandate is set out in full egig on page 69.

Composition of the Audit Committee

The Audit Committee is comprised of Messrs. Beftinairman), Van Staveren and Comba.

Relevant Education and Experienc

Messrs. Berlin, Van Staveren and Comba are indep#ras such term is defined in NI 52-118udit Committeeand are
financially literate. Each of the members has #wuisite qualification to serve on the Audit Conte®t Mr. Berlin has received a CPA, a
bachelor’'s degree from Duquesne University, an MBn the University of Wisconsin Madison and hampteted the Executive
Management program at Stanford University. Mr. \&iaveren has received a CA and a CPA designatibrmvas a former partner at KPMG
LLP. Mr. Comba has had extensive management and lo@erience in the mining industry.
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Audit Committee Pr-Approval Policies and Procedures

All audit and non-audit services performed by tlmnpany’s external auditors are pre-approved byAtidit Committee.

External Auditor Service Fee
Audit Fees

The aggregate fees billed by KPMG LLP, Charteraafdasional Accountants, the Company’s externaltatsifor the fiscal years
ended December 31, 2013 and 2012, for audit feekiding professional services that are normalgwjgted by the external auditors in
connection with statutory and regulatory filingsemgagements for such years were $508,500 andZ& 3espectively.

Audit-Related Fees

The aggregate fees billed by KPMG for the fiscalrgeended December 31, 2013 and 2012 for assuasdceslated services
rendered by it that are reasonably related to énfopnance of the audit or review of the Compaffiylancial statements for that year were
$49,000 and $67,000, respectively. In 2013, these Were paid for services rendered in connectitimhwench translation services for various
documents including quarterly financial statememd MD&A. In 2012, these fees were paid for serwi@ndered in connection with French
translation services for various documents inclgdjoarterly financial statements and MD&A.

Tax Fees

The aggregate fees billed by KPMG for the fiscalrgeended December 31, 2013 and 2012 for profedsiervices rendered by it
for tax compliance, tax advice, tax planning arfteoservices were $73,600 and $63,812, respectiveB013, such fees were paid for the
preparation of federal/provincial tax returns atizeo tax advisory services. In 2012, such fees \ai@ for the preparation of
federal/provincial tax returns and other tax compdie and tax advisory services.

All Other Fees

The aggregate fees billed by KPMG for the fiscalrgeended December 31, 2013 and 2012, other thdhef@ervices reported in
the preceding three paragraphs, were $nil and i&sipectively.

ADDITIONAL INFORMATION

We are required to file with the securities commoisr authority in each of the applicable provimoé Canada annual and
quarterly reports, material change reports andrattiermation. In addition, we are subject to theormational requirements of tténited
States Securities Exchange Act of 1984 amended (theExchange Act”), and in accordance with the Exchange Act, we &le reports
with, and furnish other information to, the SEC.dgna multijurisdictional disclosure system adogigdhe United States, these reports and
other information (including financial informatiom)ay be prepared in accordance with the disclomgeirements of Canada, which differ in
certain respects from those in the United Statesa foreign private issuer, we are exempt fronrtifes under the Exchange Act prescribing
the furnishing and content of proxy statements,@mbfficers, directors and principal shareholdes exempt from the reporting and short
swing profit recovery provisions
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contained in Section 16 of the Exchange Act. Initéaid we are not required to publish financialtstaents as promptly as U.S. companies.

You may read any document we file with or furnishitte securities commissions and authorities opteinces of Canada throu
SEDAR and any document we file with or furnishite SEC at the SEC'’s public reference room at St&lace, 100 F Street, N.E.,
Washington, D.C. 20549. You may also obtain copfebe same documents from the public referencenrobthe SEC at 450 Fifth Street,
N.W., Washington D.C. 20549 by paying a fee. Pleadithe SEC at-800-SEC-0330 for further information on the pulséerence rooms.
Certain of our filings are also available electoatly on EDGAR, and which may be accessed at wwergs®, as well as from commercial
document retrieval services.

Additional information, including directors’ andfifers’ remuneration and indebtedness, principédéis of the Company’s
securities and securities authorized for issuamdeuequity compensation plans, is contained irCthmpany’s management information
circular for its most recent annual meeting of siégiiolders that involved the election of directofs well, additional financial information is
provided in the Company’s annual financial statetséor the year ended December 31, 2013 and mareagendiscussion and analysis of
operations and financial results.

AUDIT COMMITTEE MANDATE

Composition
The Audit Committee shall consist of a minimum lufele directors of the Company.

(1) The Audit Committee shall be comprised entiflyndependent directors, as such term is defnedpplicable laws and related rules
and regulations, and rules of relevant stock exgésufcollectively referred to asApplicable Laws ™). For clarity, US Applicable Laws
means those applicable to SEC registrants thdbesign private issuer:

(2) A member is only exempt from the independercgiirements if permitted by Applicable Laws. Thea@iptment of a non-independent
director shall be disclosed in the next proxy dicumailed to shareholders. If there is relianceworing provisions, notice shall be giv
to the stock exchanges immediately upon learning®tircumstances that resulting in the-compliance

(3) A quorum for the transaction of business at all tings of the Audit Committee shall be a majoritynoeémbers

Qualifications and Experience

At the time of appointment or within a reasonal#eiqd of time following appointment, each membethef Committee must be financially
literate, having the ability to read and understarsett of financial statements that present thadtheand level of complexity or accounting
issues that are generally comparable to the breadittomplexity of the issues that can be reasgrmbexpected to be raised by the
Company’s financial statements.
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(1) Atleast one member (tt* financial expert ) of the Committee must hav

(@)
(b)

()

(d)
()

An understanding of financial statements and aciogiprinciples used by the Company to preparérincial statement:

The ability to assess the general applicatiosuch accounting principles in connection with #meounting for estimates,
accruals and reserve

Experience preparing, auditing, analyzing aaleating financial statements that present a bheaidtl level of complexity of
accounting issues that are generally comparahiteetbreadth and complexity of issues that can redsy be expected to be
raised by the Compa’s financial statements, or experience actively sugieg one or more persons engaged in such desy

An understanding of internal controls and procesldioe financial reporting; an

An understanding of audit committee functio

(2) The financial expert must have acquired the fonegaittributes through one or more of the followi

(@)

(b)

()

(d)

Education and experience as a principal fir@rafficer, principal accounting officer, contrallgublic accountant or auditor or
experience in one or more positions that invoheeghrformance of similar functior

Experience actively supervising a principabficial officer, principal accounting officer, comiter, public accountant, auditor or
person performing similar function

Experience overseeing or assessing the perfarenaf companies or public accountants with resfeettte preparation, auditing
or evaluation of financial statements;

Other relevant experienc

Mandate and Responsibiliti
The Audit Committee shall:

(1) Review and assess the adequacy of the Audit Coremittandate on an annual ba

(2 Meet with the Company’s external auditors asessary and before the submission of the auditedadfinancial statements to the
Board and communicate to external auditors that #re ultimately accountable to the Board and thdifCommittee as representati
of shareholders

) Review the annual financial statements of thenany and “management’s discussion and analysiétecommend the financial
statements for approval to the Boe
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(4)

()

(6)

(7)

(8)
(9)
(10)
(11)
(12)
(13)

(14)

Review and approve interim financial statemerfithe Company and “management’s discussion aalysis” prior to filing with the
securities regulatory authorities and deliveryhargholders

Obtain explanations from management on alkiggificant variances between comparative repomi@gods and, in respect the annual
financial statements, question management andxteenal auditor regarding the significant finanaigporting issues discussed during
the fiscal period and the method of resoluti

Be responsible fol

(a) Ensuring that a written statement is obtaimethfthe external auditor describing all relatiopshbetween the external auditor
and the Company

(b) Discussing with the external auditor any disel relationships or services that may impact bjectivity and independence of
the external auditor; ar

(c) Determining that the external auditors havea@ss in place to address the rotation of the peather and other audit partners
serving the account as required under Canadiapérdience standards and the SEC independenceasii@splicable to foreign
private issuers

Assess the performance of the external auditodsrecommend to the Board annually or as theyattagrwise determine a duly
qualified external auditor to be nominated (for @pgment or retention) for the purpose of prepaongssuing an audit report or
performing other audit, review or attest servigastfie Company

Review the plan and scope of the audit to be careduay the internal (if any) and external auditofrshe Company
Approve, or recommend to the Board for approva,dbmpensation of the external auditt

Directly oversee the work of the external &udi, including reviewing the Company’s criticataanting policies and practices, materia
alternative accounting treatments and materiatewitommunications between the external auditads@@mnagement, and the resolu
of disagreements between management and the exaeiditor regarding financial reportin

Pre-approve all audit and permitted non-aselivices to be provided to the Company or its slidsi entities by its external auditors or
the external auditors of the Comp'’s subsidiary, in accordance with Applicable La

Review all post-audit or management lettergaioing the recommendations of the external andital management’s response or
follow-up of any identified weaknes

Meet separately, periodically, with managementhwiternal auditors (or other personnel respondii¢he internal audit function) ar
with external auditors

Oversee the governance of manage’s Disclosure Committe:
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(15)

Review all annual and interim earnings press rel;

(16) Determine that adequate procedures are ire itache review of the Company'’s disclosure oéfinial information extracted or derived
from the Company'’s financial statements, other ttianlosure in the Company’s financial statememsnagement’s discussion and
analysis and earnings press releases, and peflgdisaess the adequacy of these proced

(17) Establish procedures fc
(&) Thereceipt, retention and treatment of complaieteived by the Company regarding accounting, atesiccounting controls,

auditing matters; an
(b)  The confidential, anonymous submission by eygds of the Company of concerns regarding quedtlersccounting or
auditing matters

(18) Enquire as to the adequacy of the Companystesy of internal controls and review periodic répdrom management about internal
controls, including an assessment of risk with eespo financial reporting

(19) Review and approve all related party transacti

(20) Review and approve the Company’s hiring peigiegarding employees and former employees qirfsent and former external
auditors of the Compan

(21) Have such other duties, powers and authariti@ssistent with the provisions of t@anada Business Corporations A@s the Board
may, by resolution, delegate to the Audit Commifteen time to time

Authority

The Audit Committee shall have the authority:

(1)

(2)
(3)

(4)

(5)

For the purpose of performing their dutiesingpect all of the books and records of the Companits affiliates and to discuss such
accounts and records and any matters relatingetéitancial position or condition of the Companyttwiihe officers and internal (if any)
and external auditors of the Company and its afé§;

To engage independent counsel and other advisdrsl@i®rmines necessary to carry out its du

To set and pay the compensation for any advispployed by the Audit Committee, including withbmitation, compensation to any
public accounting firm engaged for the purposereppring or issuing and audit report or performitiger audit, review or attest
services for the Compan

To set and pay the ordinary administrative eggs of the Audit Committee that are necessarpogriate in carrying out its duties;
and

To communicate directly with the internal (if arard external auditor
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Proceedings

The following shall apply to the proceedings of fgdit Committee.

1)

(2)

(3)
(4)

(5)
(6)

The business of the Audit Committee shall bedacted in person, by conference call or by résalin writing. All questions at a
meeting shall be decided in accordance with the wba majority of those present and the Chairnfaheomeeting shall not have a
second or casting vot

A resolution in writing signed by all memberfstioee Audit Committee shall be as valid as if ilHaeen passed at a duly called and
constituted meeting. Such resolutions in writingyrba in one or more counterpai

The Audit Committee Chairman shall periodicallyagpo the Board on the activities of the Audit Quittee.

The external auditor of the Company shallhatéxpense of the Company, be entitled to atteddarheard at or may be invited to any
meeting of the Audit Committe

The external auditor and senior management shedl thee opportunity or may be invited to meet sejgdyavith the Audit Committee

The minutes of the proceedings of the Audit @Gutree and any resolutions in writing shall be kieph book provided for that purpose
which shall always be open for inspection by amgatdr of the Compan
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IMPERIAL-METRIC CONVERSION TABLE

Imperial Metric

1 troy ounce 31.103 gram:

1 ton, shor 0.907 tonne:

1 troy ounce per to 34.286 grams per tont
1 foot 0.305 metre:

1 mile 1.609 kilometre!

1 acre 0.405 hectare

GLOSSARY OF TERMS
The following is a glossary of certain terms usethis document:
“ °C " means degrees Celsius.
“ um " means micrometre.

“ 2014 LDI Report” means the new NI 43-101 report titled “TechniRalport Lac des Isles Mine, Ontario, Incorporatingf@asibilty Study
for Life of Mine Plan” dated March 31, 2014 (effivet date of March 21, 2014) prepared by Tetra T/ Inc.

“ Au " means gold.
“ ball mill " means a rotary grinding mill which uses metald#td reduce ore to a fine particle size.
“ concentrate” means a product containing the valuable metalfesrd which most of the waste material in the aas been removed.

“ Cowboy Zone” means the underground PGM Zone at the LDI Mireated 30 to 60 metres to the west of the OffseeZord extends for up
to 250 metres along strike and 300 metres down dip.

“ Cu” means copper.

“ cut-off grade " is determined by the following formula parameterstimates over the relevant period of mining €oste treatment costs,
general and administrative costs, refining cosigalty expenses, process and refining recovery i@tel PGM prices.

“ diamond drilling ” means rotary drilling using diamond impregnatéd o produce a solid continuous core sample ®futderlying rock.
“ EGAB " means equigranular gabbro.

“ feasibility study ” means a program to establish whether a mineqasiecan be successfully mined considering tectmind economic
parameters.

“ g” means gram.
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“ gabbro” means a dark, course-grained intrusive rock Wgweaimposed of angular rock fragments.

“ grade” means a particular quantity of ore or minerahtiele to other constituents, in a specified quamdftrock.

“ g/t ” means grams per tonne.

“ head grade” means the quantity of valuable mineral or metaitained in each tonne of ore delivered to the eptrator.

“HGABBX " means Heterolithic Gabbro Breccia.

“ indicated resource” means that part of a mineral resource for whighrgity, grade or quality, densities, shape andjglay characteristics,
can be estimated with a level of confidence sudfitito allow the appropriate application of techhind economic parameters, to support r
planning and evaluation of the economic viabilifytee deposit. The estimate is based on detaildd@iable exploration and testing
information gathered through appropriate technidu@s locations such as outcrops, trenches, pitskivgs and drill holes that are spaced
closely enough for geological and grade contintotipe reasonably assumed.

“ inferred resource” means that part of a mineral resource for whighrgity and grade or quality can be estimated erbtisis of geological
evidence and limited sampling and reasonably assuim# not verified, geological and grade contipuithe estimate is based on limited
information and sampling gathered through appré@tiechniques from locations such as outcropschres pits, workings and drill holes.

“intrusion/intrusive " means a mass of igneous rock that was injectddsatidified within the earth’s crust.

“iridium " means hard, brittle, silver-white platinum grometal used for pen tips, jewellery, resistancengirielectronic contacts and
electrodes.

“ km 2" means square kilometre.

“Ib " means pound.

“ L/d " means litres per day.

“ L/min " means litres per minute.

“ LDl " means Lac des lles Mines Ltd.

“ LDI Mine " means the Lac des lles mine.
“LOM " means life of mine.

“ mafic rocks” or “ ultramafic rocks " means rocks composed of 40 to 90% mafic mindRGM deposits are usually hosted in mafic and
untramafic intrusive rocks).

“ MBI " means the Mine Block Intrusive.
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“ measured resource€ means that part of a mineral resource for whighrgity, grade or quality, densities, shape andsiglay characteristics
are so well established that they can be estimaitiadconfidence sufficient to allow the appropriaigplication of technical and economic
parameters to support production planning and etialu of the economic viability of the deposit. Téstimate is based on detailed and reliabl
exploration, sampling and testing information gaglethrough appropriate techniques from locatiarth sas outcrops, trenches, pits, workings
and drill holes that are spaced closely enouglotdien both geological and grade continuity.

“ mineral reserve” means the economically mineable part of a measuredlicated resource demonstrated by at leastlarpnary feasibility
study. This study must include adequate informabiomining, processing, metallurgical, economic atieer relevant factors that demonstrate
at the time of reporting, that economic extractian be justified. A mineral reserve includes dilgtmaterials and allowances for losses that
may occur when the material is mined.

“ mineral resource” means a concentration or occurrence of natuadit,snorganic or fossilized organic material inan the Earth’s crust in
such form and quantity and of such a grade or tyuhlat it has reasonable prospects for econontraetion. The location, quantity, grade,
geological characteristics and continuity of a maheesource are known, estimated or interpreteuh fspecific geological evidence and
knowledge.

“ mineralization ” means the concentration of metals and their chahtiompounds within a body of rock.

“ mm ” means millimetre.

“mL " means millilitre.

“ MNDM " means the Ontario Ministry of Northern Developrmand Mines.

“ Mt " means million tonnes.

“ Ni " means nickel.

“ North VT Rim ” means mineralization of possible economic sigaifice located about one kilometre along strikbécetast of the Roby
Zone which may be contiguous to an extension oRibley Zone.

“ NQ " refers to a common diameter (47.6 mm) size oécor

“ NSR royalty ” means net smelter return royalty, being a roybliged on the gross proceeds received from th@taimerals less the cost of
smelting, refining, freight and other related costs

“ NI 43-101” means National Instrument 43-1085tandards of Disclosure for Mineral Projects

“ Offset Zone” means the mineralized zone located below andeqipiately 250 metres to the west of the Lac desdlederground mine
orebody.

“ OK " means ordinary kriging.
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“ ore” means a mixture of valuable and worthless mirgefi@m which at least one of the minerals can beechiand processed at an economic
profit.

“ osmium” means a rare, hard white metal.

“ounce” or “ 0z.” means a troy ounce. A troy ounce is equal to-twvedfth part of a pound or 31.103 grams.

“ Qutlaw Zone " means the potential zone of mineralization atltB¢ Mine located to the west of the Offset Zone.
“ overburden” means unconsolidated material that overlies eensiindeposit and must be removed prior to mining.

“ palladium " means a white, ductile, malleable precious migtai does not tarnish at normal temperatures. \&jgidications range from
electronics, dentistry, jewellery and automotiveabdic converters.

“ Pd” means palladium.
“ PGEs” means platinum group elements.

“ PGMs " means “Platinum Group Metals ". Platinum Group Metals include platinum, pallagiurhodium, ruthenium, osmium and iridium.
All PGMs have catalytic qualities and resist colwaosand are chemically inert over a wide rangesafpieratures.

“ Pt” means platinum.

“ pyroxenite " means an ultramafic rock which predominantly @ms the mafic mineral pyroxene (Mg-rich silicate).

“ PYXT " means a pyroxenite unit.

“ QA " means quality assurance.

“ QC " means quality control.

“ qualified person” means an individual who is an engineer or geadigewith at least five years of experience in enal exploration, mine
development or operation or mineral project asseagnor any combination of these; has experienesaat to the subject matter of the
mineral project and the technical report; andriseanber in good standing of a professional associati

“ RGO " means low-grade stock pile.

“ rhodium ” means a silver-white metal of the platinum famigistant to tarnishing and used as an electrogig, jor alloyed with platinum to
manufacture thermocouples.

“ Roby Zone” means the previously operated open pit and tlieerground mine which is currently in productiontba LDI property.
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“ RoM " means run of mine.

“ RQD " means rock quality designation measurements.

“ Sheriff Zone " means the potential new PGM zone at the LDI Prigpapproximately 100 meters southeast of the@#one.
“ tailings ” means that portion of the ore which remains aftervaluable minerals have been extracted.

“ t/a” means tonnes per year.

“ t/d " means tonnes per day.

“ Tetra Tech” means Tetra Tech WEI Inc.

“ TMF ” means tailings management facility.

“ tonne” means a metric measure consisting of 2,204.6 g®on 1,000 kilograms.

“ ultramafic " means rocks composed of greater than 90% mafierals (PGM deposits are usually hosted in mafitudtramafic intrusive
rocks).

“ VGAB " means varitextured gabbro.
“ waste” means barren rock in a mine, or mineralized malénat is too low in grade to be mined and milédd profit.

“ wt% " means weight percent.
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North American Palladium Ltd.

Management’s Discussion and Analysis

INTRODUCTION

Unless the context suggests otherwise, referencd8AP” or the “Company’or similar terms refer to North American Palladilwta. and it
subsidiaries. “LDI” refers to Lac des lles MinesiLand “NAP Quebec” refers to its previously haibsidiary, NAP Quebec Mines Ltd.

The following is management’s discussion and amglgEthe financial condition and results of op&nas (“MD&A”) to enable readers of
Companys consolidated financial statements and relatedsntot assess material changes in financial conditim results of operations for
year ended December 31, 2013, compared to thade eéspective periods in the prior year. This MD&#s been prepared as of Februar
2014 and is intended to supplement and complenmentdnsolidated financial statements and notetivdor the year ended December
2013 (collectively, the “Financial Statementsijhich have been prepared in accordance with Intemel Financial Reporting Standa
(“IFRS™) as issued by the IASB. Readers are encouragedigwéhe Financial Statements in conjunction withit review of this MD&A an
the most recent Form 40-F/Annual Information Form fde with the U.S. Securities and Exchange Consiois (“SEC”) and Canadic
provincial securities regulatory authorities, aabie at www.sec.gov and www.sedar.com, 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 constiég ‘forward-looking statements’ within the meanaofghe ‘safe harborprovisions of th
United States Private Securities Litigation Refokat of 1995 and Canadian securities laws. All stetets other than statements of histo
fact are forward-looking statements. The words &ty ‘believe’, ‘anticipate’, ‘contemplate’, ‘tagy’, ‘plan’, ‘may’, ‘will’, ‘intend’, ‘estimate’
and similar expressions identify forward-lookingtsiments. Forwartboking statements included in this MD&A includeithout limitation
information as to our strategy, plans or futureaficial or operating performance, such as the Coyipaxpansion plans, project timelir
production plans, projected cash flows or expemeguoperating cost estimates, mining includingltbé Mine expansion and other statem
that express management’s expectations or estintdtésture performance. The Company cautions tredee that such forwardoking
statements involve known and unknown risk factbeg thay cause the actual results to be materiéfigreint from those expressed or impl|
by the forwardlooking statements. Such risk factors include,dretnot limited to: the risk the Company may notbge to continue as a go
concern, the possibility the Company will requitbstantial additional financing, that the Compargymot be able to generate sufficient «
to service all its indebtedness and may be foroeihke other actions to satisfy its obligationseres of default on its indebtedness, hed
could expose it to losses, competition, the polésiltitle to its mineral properties will be chatiged, dependency on third parties for sme
and refining, the possibility that metal prices dokign exchange rates may fluctuate, inhereksrassociated with development, explora
mining and processing including risks related te DI Mine transition from mining via ramp to mimgyrvia shaft, environmental hazai
uncertainty of mineral reserves and resourcestiskethat the Company may not be able to obtaiarfaing, the possibility that the LDI mi
and may not perform as planned, changes in lemislategulations or political and economic develemts in Canada and abroad, empl
relations, risks related to the availability oflidd labour, litigation and the risks associatethvadbtaining necessary licenses and permits
more details on these and other risk factors seeCibmpanys most recent Annual Information Form on file witte SEC and Canadi
provincial securities regulatory authorities. Forevbooking statements are necessarily based upon dewaf factors and assumptions t
while considered reasonable by management, areeinthe subject to significant business, economid aompetitive uncertainties a
contingencies. The factors and assumptions cortaimthis MD&A, which may prove to be incorrectclnde, but are not limited to: that me
prices and exchange rates between the Canadiddratedi States dollar will

1
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be consistent with the Compasyéxpectations, that there will be no material yielffecting operations or the timing of ongoingyelepmen
projects, that there will be no material delaysated to commissioning equipment, that prices foy k@ning and construction suppli
including labour costs, will remain consistent witle Company’s expectations, and that the Compacyirent estimates of mineral rese
and resources are accurate. The forwaodting statements are not guarantees of futurpeance. The Company disclaims any obligatic
update or revise any forwatdeking statements, whether as a result of newrinétion, events or otherwise, except as expressjyired b
law. Readers are cautioned not to put undue radianchese forward-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 accordantte Mational Instrument 43-10%
Standards of Disclosure for Mineral Projectais required by Canadian provincial securitiesllegry authorities. Canadian standards ¢
significantly from the requirements of the SEC, anuheral reserve and mineral resource informationtained herein is not comparable
similar information disclosed in accordance witk tequirements of the SEC. While the terms “meaBufendicated” and “inferred'minera
resources are required pursuant to National Ingnird3401, the SEC does not recognize such terms. UvBstiors should understand 1
“inferred” mineral resources have a great amount of unceytaistto their existence and great uncertainty atheéd economic and lec
feasibility. In addition, U.S. investors are cangd not to assume that any part or all of N\Riineral resources constitute or will be conve
into reserves. For a more detailed descriptiorhefkey assumptions, parameters and methods ussadcinating NAPS mineral reserves a
mineral resources, see NAP’s most recent Annuakimétion Form/Form 4@ on file with Canadian provincial securities reggaly authoritie
and the SEC.

OUR BUSINESS

NAP is an established precious metals producertasteen operating its LDI Mine located in Onta@ianada since 1993. LDI is one of ¢
two primary producers of palladium in the worldfesing investors leverage to the rising price dfggium.

The Company recently expanded the underground LDEeNNd is transiting from mining via ramp accessnining via shaft while utilizin
bulk mining methods. Through the utilization of thleaft and the bulk mining methods, operationsexmected to benefit from increa:
mining rates and decreased operating costs, tnanisfg LDI into a low cost producer with a risingopliuction profile.

The Company is considering an exploration prognardd14 targeting the lower portion of the Offseng&olf successful, the Company inte
to perform a preliminary economic assessment Iat2014 that would likely entail deepening the boitof the shaft.

The Company has significant exploration potentedmthe LDI Mine, where a number of growth tardetse been identified, and is engage
an exploration program aimed at increasing itsgoi@lim reserves and resources. As an establishidlipah-platinum group metal (“PGM”
producer with excess mill capacity on a permitteapprty, NAP has potential to convert exploratioecess into production and cash flow
an accelerated timeline.

NAP trades on the TSX under the symbol PDL ancherNYSE MKT under the symbol PA
2
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HIGHLIGHTS

OPERATIONAL HIGHLIGHTS 2013 2012 2011
Mining

Tonnes ore mine 2,093,66! 2,051,56: 1,830,23.

Palladium head grade (g 2.7 3.2 3.¢
Milling

Tonnes ore milles 2,048,08: 2,063,26! 1,689,78.

Palladium head grade (g 2.¢ 3.4 3.7

Palladium recovery (% 80.7 78.4 78.3
Payable production

Palladium (oz 135,15¢ 163,98( 146,62:

Platinum (oz 10,22: 11,187 9,14:

Gold (0z) 10,42! 11,10¢ 7,267

Nickel (Ib) 1,437,31 1,348,17! 816,03

Copper (Ib) 2,828,27 2,592,74i 1,595,18!
Realized palladium price per ounce (US$) $ 724 $ 64C $ 73¢
Cash cost per ounce palladium sold (US$¢ $ 56( $ 401 $ 44¢
FINANCIAL HIGHLIGHTS
($000s except per share amou 2013 2012 2011
Revenue $ 153,23 $ 160,70« $ 143,65¢
Expenses

Production cost 107,45t 100,80: 89,657

Smelting, refining and freigt 13,99 13,67¢ 9,20¢

Royalty 6,53« 6,72( 5,81¢

Depreciation and amortizatic 25,50° 19,70¢ 10,14«
Income (loss) from mining operations (790) 15,69: 28,40
Earnings

(Loss) income from continuing operatic $ (48,69) $ (11,409 $ 4,39

(Loss) Income from continuing operations per sl $ (0.2¢ $ (0.07) $ 0.0
Loss and comprehensive loss $ (46,18¢) $ (66,03) $ (65,159
Loss per share $ (0.25) $ (0.39 $ (0.40)
Adjusted net income (loss!? $ (13,219 $ 7,20¢ $ 14,33
EBITDA 1 $ (5649 $ 9,38¢ $ (53,49)
Adjusted EBITDA 1 $ 13,40¢ $ 27,99 $ 25,98t¢
Capital spending, continuing operations $ 109,48t $ 145,18( $ 148,30¢

1 Nor-IFRS measure. Please refer to I-IFRS Measures on pages-28.
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2013 was a transition year for the Company as & siaking the shaft and completing related infredttire at the same time it was develo
and transitioning to mining the Offset zone. A®sult, the 2013 financial results would not beatlygecomparable to the prior or future years.

e In 2013, 2,093,669 tonnes at an average grade 70Q2.palladium were mined compared to 2,051,56%é¢s at an avera
palladium grade of 3.2 g/t in the prior year, priityadue to changes in the sources, grades andnesof ore minec

e The mill processed 2,048,082 tonnes of ore at @nag@e palladium head grade of 2.8 grams per tondeaaecovery of 80.7%
produce 135,158 ounces of payable palladium in 2

* Revenue decreased to $153.2 million in 2013 priymnahie to lower tonnes and grades of ore milledigily offset by highe
realized palladium price

» Production costs increased to $107.4 million in2@bdm $100.8 million in the prior year primarilyd to unfavourable moveme
in inventory levels and increased power consumpparnially offset by insurance proceeds received?@13 and 2012 mi
restoration costs which did not recur in 2013.ikhifion of the shaft in 2014 is expected to redaeeunit operating cost

* In 2013, capital expenditures from continuing ofiers totaled $112.3 million with $91.8 million sgeof the LDI mine expansic
and an additional $20.5 million spent primarily the tailings management facility. For 2014, the @any expects significant
lower capital expenditures of approximately $30i0iom.

» During 2013, the Company had a $11.3 milliosslon extinguishment of lortgrm debt and a $7.4 million foreign exchange
primarily on US$ denominated de

4
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FINANCIAL CONDITION

As at December 3

As at December !

As at December !

(expressed in thousands of doll. 2013 2012 2011

Net working capital $ (174,21) $ 32,56 $ 108,43:
Adjusted net working capital (deficit) surpl? $ (555) $ 32,56: $ 108,43:
Cash balanc $ 9,79:% $ 20,16¢ $ 50,93t
Shareholder equity $ 222,49t $ 246,90( $ 268,99t
Total debt $ 239,08t $ 130,39! $ 70,23(

1 Includes current portion of lor-term debt of $173,656. Please refer to note 2h@®Qompar’s Financial Statement

2 Nor-IFRS measure. Please refer to I-IFRS Measures on pages-28.

SELECTED ANNUAL INFORMATION

(expressed in thousands of dollars, except peesirabunts 2013 2012 2011
Revenue $153,23: $160,70: $143,65¢
Income (loss) from mining operatio (790 15,691 28,40
Income (loss) from discontinued operatic 2,50¢ (54,639 (69,54¢)
Net loss (46,18¢) (66,037 (65,159
Net loss per shar basic and dilute: (0.25) (0.39) (0.40
(Loss) income from continuing operations per sl- basic and dilute: (0.26) (0.07) 0.0
Cash flow provided by operations prior to changesdn-cash working

capital? 6,75¢€ 13,41¢ 15,59¢
Cash flow provided by operatio 6,531 55,62 31,62
Total asset 525,79! 471,23. 416,04!
Total nor-current liabilities 59,53: 129,15! 95,59¢

1 Nor-IFRS measure. Please refer to I-IFRS Measures on pages-28.

For the year ended December 31, 2013, revenue $¥&&Zmillion compared to $160.7 million in theqryear. Loss from mining operatic
for the year ended December 31, 2013 was $0.8omilompared to an income from mining operation$1&.7 million in the prior year.

PALLADIUM OPERATIONS — FINANCIAL, OPERATING & DEVEL OPMENT RESULTS

The LDI mine consists of an open pit (which is npredominately mined out), an underground mine, @amdill with a processing capacity
approximately 15,000 tonnes per day. The primadgeuground deposits on the property are the Robg zmad the Offset zone, both of wk
are disseminated magmatic palladium-platinum groegal deposits.
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Operating Results

The key operating results for the palladium operetiare set out in the following table.

2013
Ore mined (tonnes)
Undergrounc
Roby 143,03
Offset __673,66¢
816,70!
Surface
Open pit 538,32:
High grade stockpil: —
Low grade stockpils 738,64
1,276,96
Total _2,093,66!
Mined ore grade (Pd g/t)
Undergrounc
Roby 4.2
Offset 4.t
4.4
Surface
Open pit 2.3
High grade stockpil —
Low grade stockpils 1.1
1.€
Average 2.7
Milling
Tonnes of ore milles 2,048,08:
Palladium head grade (g 2.8
Palladium recoveries (% 80.7
Tonnes of concentrate produc 16,96¢
Production cost per tonne milli $ 52
Payable production
Palladium (oz, 135,15t
Platinum (oz 10,22:
Gold (0z) 10,42
Nickel (Ibs) 1,437,31
Copper (Ibs 2,828,27.
Cash cost per ounce of palladium sold (Ut $ 56(

1 Nor-IFRS measure. Please refer to I-IFRS Measures on pages-28.

Mining

During 2013, the open pit and Roby zone were Igrgehed out in May 2013 and March 2013 respectialy significantly more material w
mined from the Offset zone and processed fromdhedrade surface stockpile. Ore mined at LDI duting year ended December 31, 2
consisted of 2,093,669 tonnes at an average gfa@ld g/t palladium compared to 2,051,563 tonnesnaaverage palladium grade of 3.2 g
the prior year. Despite significant changes ingberces of ore, similar tonnages were mined in 2G1® 2012; however, the average grac

2012

664,68!
137,49t
802,18

841,59!
53,58
354,20¢
1,249,38
2,051,56:

5.C
5.4
5.C

2.€
1.8
1.C
2.1
3.2

2,063,26!
3.4

78.4
17,88:

$ 49

163,98(
11,18;
11,10¢

1,348,17!
2,592,74i
$ 401

ore mined decreased in 2013 primarily due to theahtonnage and grades from the various ore ssurce

Milling

During the year ended December 31, 2013, the LDI pnocessed 2,048,082 tonnes of ore at an avepafjadium head grade of 2.8
palladium and a recovery of 80.7% to produce 135 dinces of payable palladium (2012,063,260 tonnes milled, average palladium

grade of 3.4 g/t, recovery of 78.4%, produced 183 8unces of payable palladium).
6
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2011

871,53
116,96¢

988,50:

92,59¢
596,43t
152,70:
841,73.
1,830,23.

1,689,78.
3.7

78.%
11,70¢

$ 54

146,62
9,14:
7,267

816,03

1,596,18!
$ 44
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The higher mill recovery in the year ended Decenier2013 compared to 2012 was primarily due torowmpments in the mill whic
increased palladium recovery compared with therpyear despite the lower average palladium headegrgrocessed. Payable m
production for the year ended December 31, 2013imaacted by a new smelter contract which paysaeiqgercentage of contained m
compared to the contract in the prior year.

Total production costs per tonne milled were $5thimyear ended December 31, 2013, compared t@&4fnne in 2012. The changes v
primarily due to differences in tonnages milled gared with the prior periods and increased powasgmption. As the mill has exc
capacity relative to the mining rate, it operatesadwo-week on/ two-week off schedule.

Cash Cost per Ounce of Palladium Sold

The cash cost per ounce of palladium sold increes&f5$560! in the year ended December 31, 2013 compared t@l@iS%er ounce in tt
prior year. Cash cost per ounce of palladium seld hon-IFRS measure and the calculation is prdvidehe NonH-RS Measures section
this MD&A. 2013 was a transition year for the Compas it was sinking the shaft and completing eglahfrastructure at the same time it
developing and transitioning to mining the Offsehe. As a result, the 2013 financial results waudtl be directly comparable to the priol
future years.

The increase in cash cost per ounce of palladiu@0t8 was primarily due to the effect of fewer gagapalladium ounces sold, lower by-
product metal revenues and increased productiais cosnpared with the prior year. Please referéofdl revenue, production costs, smelt
refining and freight costs and royalty expenseisastof this MD&A for additional details.

1 Nor-IFRS measure. Please refer to I-IFRS Measures on pages-28.

Capital expenditures

In the year ended December 31, 2013, capital experd from continuing operations totaled $109.8liam, exclusive of $28.6 million «
capitalized interest, compared with $145.2 millior2012. Of the $109.5 million, $91.8 million wasest on the LDI mine expansion includi
$23.5 million on shaft sinking and infrastructu$22.5 million on the ramp, level access and vdrtiezelopment; $23.8 million on surface .
underground construction; $4.4 million on procureme$2.0 million on parts and maintenance; $1.9lionl on capitalized exploratic
expenditures; $10.3 million on general and admiatkin, indirects and equipment chafggeks; and $3.4 million for other development c
The Company spent an additional $17.7 million opite& which included $16.1 million for the tailingaanagement facility. For 2014,
Company expects significantly lower capital expéngis of approximately $30.0 million.
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Financial Results
Income from mining operations for the LDI operasas summarized in the following table.

(expressed in thousands of doll. 2013 2012
Revenue $153,23: $160,70:
Mining operating expenses

Production cost

Mining 71,56t 71,93¢

Milling 29,55( 27,46

General and administratic 6,99: 6,69¢

108,10t 106,09¢

Inventory and other (1,919 (1,484

106,19! 104,61}

Smelting, refining and freight cos 13,99 13,67¢

Royalty expens 6,53¢ 6,72(

Depreciation and amortizatic 25,507 19,70¢
Inventory pricing adjustmel 675 —

Loss on disposal of equipme 1,11¢ 293

Total mining operating expens 154,02: $145,01:

Income (loss) from mining operations $ (790 $ 15,69!

The Company has included income from mining openatias an additional IFRS measure to provide tke wih information on the actt
results of the LDI operations. This measure wasddd 2013 to provide information on the major comgnts of the Comparg/productio
costs.

Revenue

Revenue is affected by production and sales volum@smodity prices, currency exchange rates, maifl timing and shipment schedu
Metal sales for LDI are recognized in revenue atvizional prices when delivered to a smelter featment or a designated shipping pr
Final pricing is determined in accordance with LD$melter agreements. In most cases, final prisinigtermined two months after deliver
the smelter for gold, nickel and copper and founthe after delivery for palladium and platinum. $&adinal pricing adjustments can resu
additional revenues in a rising commodity priceismment and reductions to revenue in a declinimgpmodity price environment. Similar
a weakening in the Canadian dollar relative toWh®. dollar would have a positive impact on revenared a strengthening in the Cana
dollar would have a negative impact on revenues. Company periodically enters into financial coatsafor past production delivered to
smelters to mitigate the smelter agreemepisvisional pricing exposure to rising or declinipglladium prices and an appreciating Cane
dollar. These financial contracts represent 31@@fces of palladium as at December 31, 2013 (Deeefiih 2012 55,000 palladium ounce
and mature from January 2014 through March 20Bhatverage forward price of US$735 per ounce (Dbeer8l, 2012 YJS$640 per ount
of palladium). For substantially all of the palladi delivered to the customers under the smeltezemgents, the quantities and timing
settlement specified in the financial contractsahdinal pricing settlement periods. The palladifinancial contracts are being recognized
mark-tomarket basis as an adjustment to revenue. Thedhie of these contracts at December 31, 2013 wasset of $0.2 million includ
in accounts receivable (December 31, 2012 — ditipbif $3.2 million included in accounts payabledaaccrued liabilities).
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Revenue for the year ended December 31, 2013

Palladium Platinum Gold Nickel Copper Other: Total

Sales volumél) 134,95! 10,19: 10,41¢ 1,437,31.  2,812,21. n.a n.a
Realized price (US$®) $ 724 $149¢ $1437 $ 6.71 % 3.32 n.a n.a
Revenue before price adjustment ($0( $101,54( $15,62¢ $15,15¢ $ 10,11« $ 9,62¢ $22& $152,28t
Price adjustment ($000s

Commaodities 1,50: (419) (727) (3449 4y — (28)

Foreign exchang 44 36& 301 11¢ 14E 2 97t
Revenue ($000s $103,08 $15,57: $14,72¢ $ 988t $ 9,727 $23C $153,23¢

(1) Quantities and prices are per ounce for palladplatinum and gold and per pound for nickel and ewf

Revenue for the year ended December 31, 2012

Palladium Platinum Gold Nickel Copper Other: Total

Sales voluméb 161,84! 11,05¢ 10,95( 1,349,66. 2,564,74 n.a n.a
Realized price (US4 $ 64C $1557 $1677 $ 781 $ 3.5¢ n.a n.a
Revenue before price adjustment ($0( $105,16: $17,27° $18,39: $ 10,74« $ 9,31C $40z $161,28t
Price adjustment ($000s

Commaodities (693 73¢ (©)] (379 25 1 (30%)

Foreign exchang 33 (218 17¢ (145 (119 (6) (277)
Revenue ($000: $104,50. $17,79¢ $1856°7 $ 10,22¢ $ 9,21¢ $397 $160,70:

(M) Quantities and prices are per ounce for palladjplatinum and gold and per pound for nickel and ey

During 2013, the Company was sinking the shaft @dpleting related infrastructure while developargl transitioning to mining the Off:
zone and processing surface stockpile material. dgen pit and Roby zone were largely mined out iayMind March 2013 respective
Revenue for the year ended December 31, 2013 detekv.5 million or 5% compared to 2012 primariledo lower tonnes and grade:
mineralized material milled resulting in a decremmssales volumes, partially offset by higher readi prices.

Payable palladium, platinum and gold sold decre26890, 864 and 534 ounces respectively for tlae gaded December 2013 compare
2012 while sales of nickel and copper increasedliR® price per ounce increased for palladium evttie prices decreased for platinum, ¢
nickel and copper for the year ended 2013 compar@012.

Palladium sales for the year ended 2013 were iregaloy a new smelter contract which included lowasroantability rates for the paya
metal contained in concentrate compared to theraointhat was in effect in the prior period.
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Spot Metal Prices* and Exchange Rates
For comparison purposes, the following table satspot metal prices and exchange rates.

Dec-31 Sef-30 Jur-30 Mar-31 Dec-31 Sef-30 Jur-30 Mar-31
2013 2013 2013 2013 2012 2012 2012 2012
Palladium — US$/o0z $ 711 $ 72€ $ 64: $ 77C $ 69¢ $ 64z $ 57¢€ $ 651
Gold- US$/oz $ 1,202 $ 1,411 $ 1,31 $ 1,57¢ $ 1,52t $ 1,66¢ $ 1,42¢ $ 1,64C
Platinum- US$/0z $ 1,35¢ $ 1,32i $ 1,19 $ 1,59¢ $ 1,664 $ 1,77¢ $ 1,59¢ $ 1,668
Nickel - US$/Ib $ 6.3¢ $ 6.2¢ $ 6.2 $ 7.5 $ 7.7t $ 8.4( $ 7.4¢ $ 791
Copper- US$/Ib $ 3.3 $ 331 $  3.0¢ $ 3.4 $  3.5¢ $ 3.7% $ 3.4 $ 3.8
Exchange rate (Bank
Canada) — CDN%$1 =
US$ US§ 0.94 US¢ 0.97 USY 0.9% US§ 0.9¢ US¢ 1.01 US¢ 1.0Z US§ 0.9¢ US§ 1.0C

* Based on the London Metal Exchar

Operating Expenses from Continuing Operations

2013 was a transition year for the Company as tiaét sinking and related infrastructure was conguedt the same time while the Comg
was developing and transitioning to mining the effsone. The Company continues to modify the desigthe underground ore handl
system which, upon completion, should increasd¢dhrage hoisted through the shaft and reduce muosts. Utilization of the shaft in 201«
expected to reduce per unit operating costs.

Production costs

For the year ended December 31, 2013, operatingnsgs were $106.2 million compared to $104.6 millio2012. The $1.6 million incree
in operating expenses was primarily due to $2.lionilunfavourable movements in inventory levels ameased power consumption of §
million, partially offset by $2.0 million net reqatiof insurance proceeds in 2013, and $3.1 milibmine restoration costs in 2012 that did
recur in 2013.

Costs for the year ended December 31, 2013 weradta@ by increased milling costs per tonne. Plesfee to the following sections for det:
on mining, milling and inventory movements.

For the year ended December 31, 2013, milling costeased $2.1 million compared to 2012 despiteefetonnes milled. The increase \
primarily due to timing of maintenance on the milushing circuit, an increase in reagents usedha ftoatation circuit, and high
consumption.

For the year ended December 31, 2013, inventoryctiner costs decreased $0.4 million primarily doeatnet insurance recovery in 2|
related to the water inflows in 2012, as detailbdve, partially offset by the unfavourable movemséntinventory levels.

Smelting, refining and freight cost

Smelting, refining and freight costs for the yeaded December 31, 2013 were $14.0 million, comptoekil3.7 million in 2012. The incret
over the prior year was primarily due to higher kimg and refining charges associated with the entrsmelter contracts compared to
previous contract and higher freight costs assediatith an overseas customer, partially offsetdwyelr quantities of precious metals sold.

Royalty expens

For the year ended December 31, 2013, royalty esgpamms $6.5 million, compared to $6.7 million inl20The decrease was primarily du
lower quantities of metal sold and higher smeltidining and freight costs partially offset by hay payable metal prices for palladium.
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Depreciation and amortizatiol

Depreciation and amortization for the year endedebwer 31, 2013 was $25.5 million, compared to Bi8llion in 2012. The increase O
the prior year was primarily due to a significamtriease in depreciable assets associated withDhenine expansion including the Offset z
and tailings management facilities.

Income (loss) from mining operation

For the year ended December 31, 2013, loss fronmmioperations was $0.8 million compared to an me®f $15.7 million in the prior yei
The increase in the loss is primarily due to losades volume of palladium partially offset by alégrealized price, and increased depreci
and amortization.

OTHER EXPENSES
Exploration

Exploration expenditures for the year ended Decer@be2013 were $12.3 million (2012-34.5 million) exclusive of an additional $.
million of Offset zone exploration which was cafitaed. Of the $12.3 million expensed in 2013, $Gillion was spent on the Upper Off
Southeast, North VT Rim, Sheriff, Roby Northeastu® VT Rim and, and South LDI near mine targetd &t.9 million was spent
greenfields targets including Wakinoo Lake, Demaake, Buck Lake, Taman Lake, Chisamore and North pf@perties. In the year enc
December 31, 2013, 40,222 metres of exploratiolfirdyiwas done with 35,282 metres on near mineetsrgnd 4,940 metres on greenfi
properties.

For 2014, the Company plans an exploration prog@narget the lower portion of the Offset zone upport of an anticipated prelimin:
economic assessment to be completed later in 20&drty 2015.

General and administration

The Companys general and administration expenses for the greded December 31, 2013 was $10.7 million compiré&i2.2 million in th
prior year. The decrease is primarily due to dessrdasalaries related to retirement costs incurr@®i2 which did not recur in 2013.

Loss on extinguishment of debt

In June 2013, in connection with a financing, tr@rPany repaid existing senior secured notes andned an $11.0 million loss including
$7.2 million debt repayment premium.

Interest and other income

Interest and other income for the year ended Deee®ib, 2013 was $2.0 million compared to $3.6 onillin 2012. The decrease of §
million was primarily due to the $0.8 million ga@m revaluation of debt and $0.8 million gain onaemcement of flow through expenditu
that occurred in 2012 but not in 2013.

Interest expense and other costs

Interest expense and other costs for the year eBeéedmber 31, 2013 were $10.6 million, compare®4d million in the prior year. Tl
increase of $5.9 million for the year ended Decanie 2013 was mostly due to $3.7 million of finamrcosts and $2.3 million loss on
investment acquired as part of the gold operatida espectively, which did not occur in 2012.

Foreign exchange loss (gain)

Foreign exchange loss for the year ended Decemhe2®L3 was $7.4 million, compared to a gain ob$@illion for the prior year. Tt
increase of $7.9 million was primarily due to thepiact of exchange rate movements on the US$ dembedisenior secured term loan anc
US$ denominated credit facility.
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Income and mining tax recovery

The income and mining tax recovery for the yeareehBecember 31, 2013 is $2.2 million compared tib iirthe prior year. The recove
relates to the recognition of Ontario resourcectaxlits.

Net loss from continuing operations

For the year ended December 31, 2013, the Compgmyrted a net loss from continuing operations d.%4million or $0.26 per she
compared to $11.4 million or $0.07 per share. Tioegiase in the net loss is primarily due to lovades volume of palladium partially offset
a higher realized price, increased depreciationaandrtization, interest and other costs, loss dimguishment of londerm debt, and foreig
exchange loss.

GOLD OPERATIONS

On March 22, 2013, the Company sold NAP Quebecgfoss proceeds of $18.0 million in cash, 1.5 milllcommon shares of Maud
Minerals Ltd. and $1.8 million of receivable invent amounts. For Financial Statement purposes, NARDbec has been treated
discontinued operation (held for sale) in 2013 2@d2. For the year ended December 31, 2013 the @uwyripas recorded $2.5 million inco
from discontinued operations, including a gain @pdsal of discontinued operations of $1.5 millmsmpared to a loss from discontin
operations of $54.6 million in the prior year.

NAP’s gold division consisted of the Vezza gold miree Sleeping Giant mill, the closed Sleeping Giamerand a number of neal
exploration projects, all located in the Abitibigien of Quebec. Please refer to note 4 (discontimerations and assets held for sale) i
Financial Statements for additional informationaneling the gold division.
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Summary of Quarterly Results

(expressed in thousands of Canac 2013 2012
dollars except per share amou Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Revenue $ 39,582 $ 33,34¢ $ 33,211 $47,09C $ 42,36¢ $ 36,19! $ 40,560 $ 41,58(
Production costs, net of mine restoration
costs 29,89( 21,66: 25,701 28,941 25,421 25,85: 27,94¢ 25,39
Exploration expens 1,36( 3,87¢ 2,192 4,84( 5,96% 2,60z 2,76¢ 3,18¢
Capital expenditure 16,72¢ 26,88¢ 27,80¢ 38,06¢ 41,81( 34,08¢ 32,07: 37,21(
Net income (loss) from continuir
operations (11,74¢ (5,329  (26,26%) (5,357 (3,739 (5,90¢) (2,909 147
Net income (loss (11,74¢) (5,329  (26,26%) (2,84¢) (54,010 (8,04¢€) (3,039 (92¢)
Cash provided by (used in) operatic 4,19: 2,022 (2,849 3,16t 37,97( 5,17¢ 4,83 7,64¢
Cash provided by (used in) financing
activities 4,28¢ (2,087) 51,97( 17,09¢ 1,92¢ 35,28( 46,71: 6,201
Cash provided by (used in) investing
activities (16,72 (26,710 (27,80%) (37,07 (41,83) (33,869 (31,829 (37,13)
Net income (loss) per share frc
continuing operation
—basic $ (005 $ (003 $ (015 $ (009) $ (09 $ (0OHYy $ (001 $ o0.0cC
—diluted $ (005 $ (003 $ (0.16) $ (009 $ (02 $ (0.0Hy $ (007 $ 0.0
Net income per shai
—basic $ (005 $ (003 $ (01 $ (02 $ (031) $ (00OY) $ (0.07) $ (0.00
—diluted $ (005 $ (003 $ (0160 $ (002 $ (031) $ (0.0%) $ (0.05) $ (0.09
Tonnes millec 544,07- 517,15°  483,26¢ 503,58! 511,22¢ 504,02: 528,06 519,94
Palladium sold (ounce: 35,20¢ 27,37( 32,62( 39,76( 44,39« 36,21¢ 42,28¢ 38,94¢

Fourth Quarter 2013:

Revenue for the fourth quarter of 2013 decrease®2s million or 7% compared with the same perio@012 primarily due to tl
impact of lower precious metal quantities sold asesult of lower grades of mineralized material ledil partially offset by
favourable concentrate inventory movement and migh#adium prices realize

Payable palladium, platinum and gold sold increase®,190, 209 and 239 ounces respectively in thett quarter of 201
compared with the same period in 2012 while salesoliel and copper decreased. Realized price pec®increased for palladiu
while the prices decreased for platinum, gold, ei@nd copper in the fourth quarter of 2013 comgpane?012.

For the quarter ended December 31, 2013, operakpgnses were $29.9 million compared to $25.4 enilin the prior year peric
The $4.5 million increase in operating expenses pvasarily due to $3.9 million unfavourable movertem inventory levels ar

increased power consumption of $0.5 million, p#xtiaffset by $1.5 million of mine restoration cesh the prior year period tt
did not recur in the current peric

For the quarter ended December 31, 2013 cashded by operations prior to changes in maish working capital was a sourct
cash of $4.5 million, compared to $1.6 million hetprior year period. The increase of $2.9 millismostly due to a nooast

unrealized foreign exchange loss of $5.0 milliod an increase to interest expense and other ofrididn, partially offset by a
increase in net loss of $8.0 millic
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For the quarter ended December 31, 2013, cashded\wy operations was a source of cash of $4.2omilcompared to $3€
million. The decrease of $33.8 million is mostlyedio an increase in net loss of $8.0 million, mogata in accounts receivable
$26.4 million and accounts payable and accruedlitiab of $20.5 million, partially offset by an énease in norash unrealize
foreign exchange loss of $5.0 million and an inseet® interest expense and other of $6.7 mil

During the fourth quarter of 2013, financing adigs resulted in a source of cash of $4.3 milliemsisting of $21.4 million «
senior secured term loan issued, partially offspayments of the credit facility and the senioused term loan of $6.7 million a
$4.5 million respectively

For the quarter ended December 31, 2013, imgesictivities used cash of $16.7 million (20124238 million) primarily due t
additions to mining interests of $16.7 million (2—$41.8 million).

Revenue, production costs, tonnes milled and palladunces sold, varied over the last eight quarésr mining has transitior
from the Roby Zone underground and the surface pjidn the Offset Zone underground and surfacekgiites. Changes in tonn
grades and sources of ore significantly impactegmae realized, production costs, ore availablariiting and palladium ounc
produced

The Roby and open pit mineralized material wasdrgnined out in the first half of 2013 while thdf§€et zone production has b
ramping up since 2012. The transition away from ntieed out areas to the Offset zone entailed pedtgssome lower gra
surface stockpile material, which negatively impagpayable metal production in the second and tuadters of 201

Realized quarterly average prices for palladiumeheanged from US$578 to US$770 per ounce in thedaht quarters whi
prices for platinum, gold, copper and nickel haemerally been declining over the same period. Thakening of the Canadi
dollar versus the United States dollar in the ¢aght quarters has resulted in generally higheemees

Underground mining operations have been transitigpiid a shaft based ore handling system from a raased one in the m
recent quarter. Virtually all of the capital expénckes related to phase one of the Offset zone resipa have been incurred. 7
Company is currently moving material to surfacengdboth the ramp and the shaft and therefore @stsomewhat higher th
those expected once the ore handling system matidit noted above have been comple

Capital expenditures have been declining for teeflae quarters as the construction activitie®eisted with the construction of 1
shaft and related infrastructure to process thegd#one ore has neared complet

Loss from continuing operations in Q2 2013 increlggemarily due to: $15.4 million of financing rédal costs including an $1:
million loss on extinguishment of debt and $2.3lioml of financing costs; $4.5 million foreign exctge loss on US$ denomina
debt; and higher losses from mining operatit

Cash provided by operations in Q4 2012 increaskagpity due to changes in n-cash working capita

Cash from financing activities in Q3 2013 was a esfinds primarily due to a $7.2 million repaymenthe credit facility offset k
proceeds of shares issu

Cash provided by financing activities in Q2 2013sviegh primarily due to $131.9 million of seniorcaeed term loan issued &
$9.6 million share issuance less $79.2 million yapant of senior secured notes and $8.8 millionyeynt of the credit facility

Cash provided by financing activities in Q4 2012sviaw primarily due to only $0.2 million drawdowr the credit facility as
result of borrowing base limits, and $3.6 millioatproceeds on share issuar
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FINANCIAL CONDITION, CASH FLOWS, LIQUIDITY AND CAPI TAL RESOURCES
Sources and Uses of Cash

(expressed in thousands of doll. 2013 2012

Cash provided by operations prior to changes ir¢ash working capital $ 6,75¢ $ 13,41¢
Changes in nc-cash working capite (225 42,20:
Cash provided by operatio 6,531 55,62
Cash provided by financir 71,26¢ 90,11¢
Cash used in investir (108,316 (144,659
Increase (decrease) in cash from continuing ofeTs (30,519 1,087
Net cash provided by (used in) discontinued opena 20,14: (31,859
Decrease in cash and cash equival $ (10,379 $ (30,767

Operating Activities

For the year ended December 31, 2013, cash probgegerations prior to changes in noash working capital was $6.8 million, compare
$13.4 million in the prior year. The decrease afff@illion was primarily due to the $37.3 milliondrease in net loss, partially offset by $:
million loss on refinancing, $1.1 million increase loss on disposal of equipment, a $5.8 milliom+ash increase in depreciation
amortization, a $7.0 million non-cash unrealizegfgn exchange loss, and $5.6 million relatingnteriest expense and other costs.

For the year ended December 31, 2013, changesnicash working capital resulted in a use of cash0o? $nillion, compared to a source
cash of $42.2 million in the prior year. The deseshsource of $42.4 million was primarily due toverments in accounts receivable of ¢
million, and accounts payable and accrued liabgitf $37.8 million.

Financing Activities and Liquidity

For the year ended December 31, 2013, financingites$ resulted in a source of cash of $71.3 wmillconsisting primarily of $147.8 millic
relating to the issuance of senior secured term éed $18.9 million related to the issuance of flbmough common shares, partially offse
repayments of senior secured notes of $79.2 millind finance leases of $2.9 million, interest paytmef $8.4 million, and $1.7 millic
relating to the settlement of palladium warrants.

Investing Activities

For the year ended December 31, 2013, investingities used cash of $108.3 million (2012448.7 million) primarily due to additions
mining interests of $109.5 million (2012-345.2 million). In January 2014, the Company anmednthat 2014 expected capital expendit
would be approximately $30.0 million. Refer to tapital expenditure section of this MD&A for addital details.
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Liquidity and Capital Resources

As at December 31, 2013, the Company had cashasideyjuivalents of $9.8 million compared to $20iian as at December 31, 2012. 1
decrease is due primarily to the sources and Usessh as noted above. The funds are depositedwéjbr Canadian chartered banks.

The Company has, subject to a borrowing base c&f5$60.0 million credit facility that is secured bgrtain of the Company’account
receivables and inventory and may be used for wigrldapital liquidity and general corporate purpoaes is due July 4, 2014. As
December 31, 2013, the borrowing base calculatioitdd the credit facility to a maximum of US$3hi#llion and was fully utilized.

The Company has $11.7 million of finance leaseslifum equipment for the LDI mine expansion. Pledse aee the contractual obligati
below for additional commitments.

The transition phase of the shaft commissioning @mversion to Offset zone mining resulted in lowesduction volumes than previou
anticipated, which is negatively impacting revemesylting in a need for additional cash for wogkaapital purposes.

While the Company has operations that generatenueyat has not yet achieved consistently proféadgberations and incurred a net los
$46.2 million for the year ended December 31, 20k Companys ability to continue operations and exploratiod development activitit
is dependent upon the Company securing additiégnah€ing, and also upon the Company achieving fadai# operations. The achievemer
this is dependent on a number of variables inclydiut not limited to, metal prices, operationastso capital expenditures, timely transitio
mining by shaft, and meeting production targetsveékde changes in any of these variables may reda@eCompany to seek additio
financing. Please also see the going concern selotitow.

On January 31 and February 10, 2014, the Compasgdlan aggregate $32.0 million gross principalarhof convertible debentures of
Company at a price of $1,000 per debenture, inofy@dipproximately 16.8 million warrants. The coni@rsprice of the debentures is $0.
per share and the exercise price of the warrar$$8.i82, subject to adjustment. The debenturesrmatu January 31, 2019 and bear intere
an annual rate of 7.5%. Holders may convert thebdhtures into common shares of NAP at any timee @inversion rate of approximat
1,575 Common Shares per $1,000 principal amoureaifentures. Holders converting their debenturek releive all accrued and unp
interest, as well as interest through to matutite (‘Make Whole Amount”). At the Company’s optidnterest and Mak&/hole Amounts ce
be paid in common shares.

Subject to disinterested shareholder approvalywdreants will entitle the holders to purchase u3m3% of the number of common share
the Company into which the principal amount of ttebentures purchased by the holders are convedihitee initial conversion price at ¢
time before the third anniversary of the date #etreholder approval is received. If shareholdpr@fl is not obtained by March 30, 2014,
warrants will terminate.

In January 2014, the Company announced a propasazhd tranche of convertible debentures for up48.66 million of gross princip
amount.

As at February 19, 2014, $20.2 million of convdeibebentures had been converted resulting instheance of a total of 47.1 million comn
shares pursuant to the conversion and make wholéspons of the convertible debentures.

On November 29, 2013, the Company amended its UB$tBlion senior secured term loan with Brookfiel@apital Partners Lt
(“Brookfield”) resulting in an additional advance of US$21.4 wrillof cash to support working capital needs andiroa funding operatir
and capital expenditures at its LDI mine. The a&sleived consists of an additional US$15 milliodedito the existing facility and a refunc
US$6.4 million of cash interest previously paidBimokfield.
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Pursuant to the amendment, the interest rate veadcrtdated as if NAP had elected to accrue intesashe loan from the date of the origl
closing on June 7, 2013, resulting in a 4% incredshe interest rate from 15% to 19% until the Q@amy reverts to cash interest payme
After the Company reverts to cash interest paymamd interest and fees which have been defereegaad, the interest rate returns to 15%
annum on the principal amount outstanding.

In July 2013, the Company issued approximatelyn@lbon of flow-through common shares at a price of $1.164 peedioamet proceeds
approximately $9.5 million. In June 2013, the Comp#&sued approximately 8.7 million of flothwough common shares at a price of $1
per share for net proceeds of approximately $916omi The Company was required to spend the agdeegross proceeds of $20.0 millior
eligible exploration and mine development expenmdiuwhich expenditures must be renounced to iovest 2013. As at December 31, 2(
the full gross proceeds had been spent.

In June 2013, holders of 60,000 of the Compan2,000 palladium warrants exercised their wastdnt settlement of the warrants,
Company issued approximately 0.6 million commorretat an average price of approximately $1.13spare in June and paid approxima
$1.7 million in cash in July. As at February 1912012,000 palladium warrants remained outstanding.

In June 2013, the Company completed a US$130 milecured term loan financing that bears intere$6% per annum and is due Jun
2017. A portion of the proceeds from the term lagame used to repay existing senior indebtednessIddn is secured by first priority secu
on the fixed assets and second priority securitp@oounts receivable and inventory. The Companyh&gption to accrue interest during
first two years of the loan; in which case, theeiest rate on the loan and accrued interest wowlegase by 4%. The loan contains cover
typical of this type of facility including senioett to EBITDA ratios, minimum tangible net wortlguerements and capital expenditure limits.

In June 2013, the Company extended its US$60 milfevolving operating line of credit by an additbryear to July 4, 2014. The cre
facility is secured by a first priority security #he Companys accounts receivables and inventories and a sqmiwority security on all oth
assets.

In November 2012, the Company issued 2.4 milliewfthrough common shares at a price of $1.65 per gbareet proceeds of $3.6 millic
The Company was required to spend the gross precefefid.0 million on eligible exploration and midevelopment expenditures, wh
expenditures were renounced to investors for tH& 28x year. As at December 31, 2013, the fullgmeceeds had been spent.

On July 31, 2012, the Company completed an offecing3,000 convertible unsecured subordinated debes of the Company at a price
$1,000 per debenture, for total gross proceed=€8f0bmillion ($40.8 million net proceeds). The detoees mature on September 30, 2017
bear interest at a rate of 6.15% per year, paysdaeiannually. At the option of the holder, the debeesumay be converted into comn
shares of the Company at any time prior to matuatta conversion price of $2.90 per common shafeh®©net proceeds of $40.8 milli
$33.9 million has been allocated to lorgm debt with the remaining portion of $6.9 mifliallocated to the conversion feature and recoin
equity.

On April 30, 2012, the Company issued 11.3 millilnv-through common shares at a price of $3.10 per sharet proceeds of $32.8 millic
The Company was required to spend the gross precefe#i35.0 million on eligible exploration and midevelopment expenditures, wh
expenditures were renounced to investors for tHe 28x year. As at December 31, 2013, the full gmeceeds had been spent.

During the second quarter of 2012, LDI signed adkyear smelting and refining contract for the mgjmf the mines concentrate. This ne
contract has higher smelting and refining charges fthe previous contract, but has a shorter paymeniod, which has enabled the Comg
to reduce its investment in working capital.
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The Companys senior secured term loan and credit facility aonseveral financial covenants which, if not nveduld result in an event
default. This debt also includes certain other cawds, including limits on liens, material adverd®gnge provisions and crodsfaul
provisions. Certain events of default result instiebt becoming immediately due. Other events ddulteentitle the lender to deme
repayment. At December 31, 2013, the Company wasolation of certain covenants of its senior secuterm loan and credit facility 1
which waivers were not obtained from the lendentd subsequent to the year-end reporting date.

On January 28, 2014, the Company obtained waivers both lenders regarding the secured term loanceedit facility event of default a
current ratio covenant violations, and the everdedhult has been cured.

Contractual Obligations
Contractual obligations are comprised as follows:

As at December 31, 20: Payments Due by Peric

($000s Total 1-3 Year: 3-5 Year: 5+ Year:
Finance lease obligations $11,73: $ 8,50¢ $ 3,228 $ —
Operating lease 4,44¢ 3,931 517 —
Purchase obligatior 951 951 — —

$17,13: $13,39: $ 3,74( $ —

In addition to the above, the Company also hast aseement obligations at December 31, 2013 s dmount of $13.6 million for the L
Mine. The Company also has contractual obligatiefiected in accounts payable and has obligatietzged to its credit facility and longym
debt. The Company obtained letters of credit of. $Million as financial surety for these futurelays. As a result, no funding is required p
to or upon closure of these properties.

Contingencies and Commitments
Please refer to notes 18 and 21 of the Companpan€ial Statements.

Related Party Transactions

There were no related party transactions for thiemgeended December 31, 2013.

OUTSTANDING SHARE DATA

As of February 19, 2014, there were 244,645,558ncomshares of the Company outstanding. In additioere were options outstand
pursuant to the Amended and Restated 2013 CorpStatk Option Plan entitling holders thereof towpg 3,359,221 common shares of
Company at a weighted average exercise price &l¥der share. In conjunction with $72.0 millionazmvertible debentures issued in 2
and repaid in June 2013, a palladium warrant congisf 0.35 of an ounce of palladium at a strikieg of US$620 per ounce was issued
each $1,000 convertible debenture representingggregate of 25,200 ounces of palladium. As at Fatypri9, 2014, 12,000 palladium warre
were outstanding representing 4,200 ounces. Oaxeecise of the palladium warrants, in certainuwinstances the Company has the optic
settling the warrants with either cash or commasrefh Assuming a December 31, 2013 exercise te&dmpany estimates that the nur
of common shares which would have been requireskttte the remaining 12,000 outstanding palladiuanrants representing 4,200 our
was approximately 0.3 million common shares.
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On January 31 and February 10, 2014, the Compasgdlan aggregate at $32.0 million gross prin@padunt of convertible debentures of
Company at a price of $1,000 per debenture, inoly@dipproximately 16.8 million warrants. The coni@rsprice of the debentures is $0.
per share and the exercise price of the warrari.i&62, subject to adjustment. The debenturesrmatuJanuary 31, 2019 and bear intere
an annual rate of 7.5%. Subject to disinterestetestolder approval, the warrants will entitle treders to purchase up to 33.33% of
number of common shares of the Company into whiehptrincipal amount of the debentures purchasethéyholders are convertible at
initial fixed conversion price at any time befohe third anniversary of the date that shareholgpraval is received. If shareholder approv
not obtained by March 30, 2014, the warrants wilirtinate.

As of February 19, 2014, $20.2 million of the 2@bhvertible debentures had been converted intc6472@4 common shares.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Critical accounting policies generally include psates that ardighly uncertain and for which changes in thoseérests could material
impact the Company’s financial statements. Thefailhg accounting policies are considered critical:

a.

Going Concern

The consolidated financial statements have begraped on a going concern basis which contemplatashie Company will continue
operation for the foreseeable future and will bke &b realize its assets and discharge its ligsliin the normal course of business. W
the Company has operations that generate revenbas isuffered losses from continuing operatiomstie years ended December
2013 and 2012. The Compagyability to continue operations, exploration amdelopment activities in the near term is dependeot
the Company securing additional financing. In Jaypu2014, the Company completed an offering of 7.B8fivertible unsecur
subordinated debentures for gross aggregate preade®32 million. However, this financing togetheith the borrowing availabilit
under the Company’s credit facility is insufficietat fund in the near term all of the Compagperating and capital expenditures
other obligations as they become due, and, witlalgitional financing, the Company would be unablemteet its obligations as tt
come due. The Company does not currently have ammitted available financing in place and, whilbats been successful at doin
in the past, there is no certainty that the reguiiancing will be available or, if available, acceptable terms.

The Companys senior secured term loan and credit facility aommseveral financial covenants, which, if not mveuld result in an eve
of default. These loans also include certain otloeenants, including limits on liens, material adeechange provisions and cratfaul
provisions. Other events of default entitle thedlens to demand repayment and, the senior securaddan provides for the payment ¢
prepayment fee and penalty interest upon an evatdfault.

Should the Company be unable to obtain sufficiémarfcing, or if the Compang’lenders were to demand repayment of outsta
amounts, the Company would not have sufficient futedrepay its obligations when due, and could €dlus Company to seek protec
from its creditors, or seek to restructure its gdions.

The Companys ability to continue operations and exploration a@evelopment activities is also dependent uponraber of variable
including, but not limited to, meeting productioardets, metal prices, operational costs, capitpeeditures, achieving profital
operations of the LDI mine expansion and meetirtgrucovenant requirements under the Companoyedit facility and senior secu
term loan.

These conditions have resulted in a material uaiceyt that casts substantial doubt about the Cogigaability to continue as a goi
concern. The consolidated financial statementsalonelude adjustments to the carrying values dassifications of recorded assets
liabilities and related revenues and expensestigit be necessary should the Company be unalsientinue as a going concern.
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Use of estimate

The preparation of the consolidated financial statiets in conformity with IFRS requires managemennaike judgments, estimates,
assumptions that affect the application of accogngiolicies and the reported amount of assetsiahilities, the disclosure of contingt
assets and liabilities at the date of the finansiatements and the reported amounts of revenuexpehses during the year. Signific
estimates and assumptions relate to recoverabilityining operations and mineral exploration preoiest While management belie’
that these estimates and assumptions are reaspaetbial results could vary significantly.

Certain assumptions are dependent upon reservesh wépresent the estimated amount of ore thatbesaeconomically and lega
extracted from the Comparsyproperties. In order to estimate reserves, assamspare required about a range of geologicahrteal an
economic factors, including quantities, gradesdpobion techniques, recovery rates, productionsgdsansportation costs, commo
prices and exchange rates. Estimating the quaatiyfor grade of reserves requires the size, shagedapth of ore bodies to
determined by analyzing geological data such dkndrisamples. This process may require complexdiffitult geological judgments
interpret the data. Estimates and underlying astong are reviewed on an ongoing basis. Revisiangdcounting estimates
recognized in the period in which the estimatesavesed and in any future periods affected.

Because the economic assumptions used to estires¢eves change from period to period, and becaddiéiomal geological data
generated during the course of operations, estsnaiteeserves may change from period to periodn@és: in reported reserves r
affect the Company’s financial results and finahpi@sition in a number of ways, including the foling:

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

. Depreciation and amortization expensed in the siamé of operations may change or be impacted whaoh expenses
determined by the units of production basis, ornehiee useful economic lives of assets cha

. Decommissioning, site restoration and environmgoavisions may change where changes in estimatstves affect expectatic
about the timing or cost of these activities;

. The carrying value of deferred tax assets may ohaog to changes in estimates of the likely regowéthe tax benefits
Impairment assessments of lo-lived asset:

The carrying amounts of the Company’s forancial assets, excluding inventories and detetas assets, are reviewed at each repc
date to determine whether there is any indicatiompairment. Impairment is assessed at the lefzehsh-generating units (“*CGUsAn
impairment loss is recognized in the Consolidatedetnents of Operations and Comprehensive Losarfprexcess of carrying amo
over the recoverable amount.

Impairment is determined for an individual asseess the asset does not generate cash inflowsitbahdependent of those gener
from other assets or groups of assets, in which,¢he individual assets are grouped together@@tJs for impairment purposes.

The recoverable amount of an asset or cash-gemgnatiit is the greater of its “value in uségfined as the discounted present valt
the future cash flows expected to arise from itstioniing use and its ultimate disposal, and itér‘falue less costs to seldgefined as tr
best estimate of the price that would be receiveskt] an asset in an orderly transaction betwearken participants at the measuren
date, less costs of disposal. In assessing valusdnthe estimated future cash flows are discdutat¢heir present value using a pae-
discount rate that reflects current market assestsnod the time value of money and the risks spetifthe asset.
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An impairment loss is recognized in the Consolid&éatements of Operations and Comprehensive Ettss carrying amount of an as
or a CGU exceeds its estimated recoverable amount.

Impairment losses recognized in prior periods asessed at each reporting date for any indicativatsthe loss has decreased o
longer exists. An impairment loss on nfimancial assets other than goodwill is reversdtiéfe has been a change in the estimates u
determine the recoverable amount, only to the éxtet the asset’carrying amount does not exceed the carrying attbat would hav
been determined, net of amortization, if no impa&inioss had been recognized.

Depreciation and amortization of mining interes

Mining interests relating to plant and equipmenining leases and claims, royalty interests, an@érmtevelopment costs are recorde
cost with depreciation and amortization providedta unit-ofproduction method over the estimated remaining esiraf palladiur
(LDI) and gold (NAP Quebec) to be produced basedhenproven and probable reserves or, in the etentthe Company is minii
resources, an appropriate estimate of the resouoriresi or expected to be mined.

Mining interests relating to small vehicles andtaier machinery with a determinable expected life l@corded at cost with deprecia:
provided on a straighHine basis over their estimated useful lives, raggirom three to seven years, which most closelleats the
expected pattern of consumption of the future endadenefits embodied in the asset. Stralgtg-depreciation is calculated over
depreciable amount, which is the cost of an akssg,its residual value.

Significant components of individual assets aresssd and, if a component has a useful life thdiffisrent from the remainder of tt
asset, that component is depreciated separatelyg tis¢ unit-of-production or straighire method as appropriate. Costs relating to
are not amortized.

Leased assets are depreciated over the shortee dfdse term and their useful lives unless ieé&sonably certain that the Company
obtain ownership by the end of the lease term.

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

Revenue from the sale of metals in the course dinary activities is measured at the fair valuetlé consideration received
receivable, net of volume adjustments. Revenuedsgnized when persuasive evidence exists, usimtlye form of an executed se
agreement, that the significant risks and rewafaswmership have been transferred to the buyeovexy of the consideration is probal
the associated costs and possible return of gamlbe estimated reliably, there is no continuingagament involvement with the goc
and the amount of revenue can be measured relifibb/timing of the transfers of risks and rewardses depending on the individ
terms of the contract of sale.

Revenue from the sale of palladium anddgeuct metals from the LDI Mine is provisionallgcognized based on quoted market p
upon the delivery of concentrate to the smeltedesignated shipping point, which is when title sfens and significant rights a
obligations of ownership pass. The Compangmelter contract provides for final prices todatermined by quoted market prices
period subsequent to the date of concentrate dagliVi&ariations from the provisionally priced sake® recognized as revenue adjustrr
until final pricing is determined. Accounts recdil@are recorded net of estimated treatment amaimgfcosts, which are subject to fi
assay adjustments. Subsequent adjustments to jprmliricing amounts due to changes in metal priaed foreign exchange

disclosed separately from initial revenues in thees to the financial statements.
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Until its closure, revenue from the sale of geltker doré bars from Sleeping Giant was recognizkdn the significant risks and rewe
of ownership have transferred to the buyer andhggfirices are known or can be reasonably estimated

f.  Asset retirement obligation

In accordance with Company policies, asset retirgrobligations relating to legal and constructivdigations for future site reclamati
and closure of the Compamsy’'mine sites are recognized when incurred and lalitya and corresponding asset are recorde
managemens’ best estimate. Estimated closure and restoratists are provided for in the accounting period wie obligation arisir
from the related disturbance occurs.

The amount of any liability recognized is estimab@ded on the risdjusted costs required to settle present obligatidiscounted usil
a pre-tax riskfree discount rate consistent with the time peraddexpected cash flows. When the liability is iaity recorded,
corresponding asset retirement cost is recognigethaddition to mining interests and amortizedgisine unit of production method.

The liability for each mine site is accreted oviene and the accretion charges are recognized a@saack cost in the Consolida
Statements of Operations and Comprehensive Losslidhility is subject to reneasurement at each reporting date based on chin
discount rates and timing or amounts of the castiset incurred. Changes in the liability, other tlzacretion charges, relating to r
rehabilitation and restoration obligations, whiak aot the result of current production of invegtcsre added to or deducted from
carrying value of the related asset retirement icoste reporting period recognized. If the charggults in a reduction of the obligatior
excess of the carrying value of the related asgement cost, the excess balance is recognizadesovery through profit or loss in
period.

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

IAS 1 Presentation of Financial Statements

This standard is amended to change the disclogutenas presented in other comprehensive incom&(" including a requirement
separate items presented in OCI into two groupedasn whether or not they may be recycled to prafifoss in the future. Tl
amendment is effective for reporting years begigron or after July 1, 2012. This amendment didimgact the consolidated financ
statements of the Company.

IAS 19 Employee Benefits

The standard is amended to reflect significant ghario recognition and measurement of defined bgr@ision expense and termina
benefits, and provides expanded disclosure reqeinésn The amendment is effective for annual permstgnning on or after January
2013. This amendment did not impact the consoldifiteincial statements of the Company.

Scope of a Reporting Entity

The following IFRS standards are introduced and $&ghdards amended accordingly, effective for mampryears beginning on or af
January 1, 2013. These standards and amendmentstdidpact the Company’s consolidated financialesnents:

IFRS 10 Consolidated Financial Statements

This standard replaces the guidance on controlcandolidation in IAS 27, Consolidated and SepaFatancial Statements, a
SIC-12, Consolidation Special Purpose Entities. IFRS 10 changes theitiefirof control under IFRS so that the same dateire
applied to all entities to determine control.

22

2013 Annual Repol



O

North American Palladium Ltd.

IFRS 11 Joint Arrangements

This standard replaces IAS 31, Interests in Jogmtures. IFRS 11 reduces the types of joint arnaegés to two: joint ventures a
joint operations. IFRS 11 requires the use of gaaitounting for interests in joint ventures, ehiating the existing policy choice
proportionate consolidation for jointly controlleshtities under IAS 31. Entities that participatejéint operations will follov
accounting much like that for jointly controlledsats and jointly controlled operations under IAS 31

IFRS 12 Disclosures of Interests in Other Entities

This standard sets out the disclosure requiremfententities reporting under IFRS 10 and IFRS 1id aeplaces the disclosi
requirements currently found in IAS 28, Investmentéssociates.

IAS 27 Consolidated and Separate Financial Staterteen

This standard is renamed “Separate Financial Statestand deals solely with separate financial stateméimésguidance for whic
remains unchanged.

IFRS 13 Fair Value Measurement

The new standard provides a single source of ga&lan how to measure fair value where its useréady required or permitted by ot
IFRS and enhances disclosure requirements forrrdton about fair value measurements. The standaetfective for reporting yee
beginning on or after January 1, 2013. Disclosuegsired under IFRS 13 for consolidated finandiatesnents have been included in |
16.

IFRIC 20—Stripping Costs in the Production Phase afSurface Mine

On October 20, 2011, the IASB issued a new intéain, IFRIC 20, to address accounting issuesrdiga waste removal costs incur
in surface mining activities during the productiphase of a mine, referred to as production strippiosts. The new interpretat
addresses the classification and measurement dfiption stripping costs as either inventory or darayible or intangible noourren
‘stripping activity asset’. The standard also pd®d guidance for the depreciation or amortizatiwhienpairment of such assets.

IFRIC 20 is effective for reporting years beginnimg or after January 1, 2013. The adoption of stasidard did not have any impac!
the consolidated financial statements of the Compan

New standards and interpretations not yet adopted

The following new standards, amendments to stasdand interpretations are not yet effective forybar ended December 31, 201
have otherwise not yet been adopted by the Compdrmy Company is evaluating the impact, if any, didopof the standards will ha
on the disclosures in the Company’s consolidateahitial statements:

IFRS 9 Financial Instruments: Classification and M&surement

In October 2010, the IASB issued IFRS 9 “Finandmgtruments”which will replace IAS 39, Financial Instrumentsed®gnition an
Measurement. The replacement standard has two ne@asnt categories: amortized cost and fair valué.efuity instruments a
measured at fair value. A debt instrument is atréimexd cost only if the entity is holding it to ¢éett contractual cash flows and the ¢
flows represent principal and interest. Otherwisés at fair value through profit or loss. An upeao IFRS 9 includes guidance
financial liabilities and derecognition of finantiastruments.

In November 2013, the IASB issued a new generag@eatcounting standard, which forms part of IFRSr&ancial Instrument$2013)
The new standard includes a new general hedge mitegustandard which will align hedge accountingren@losely with ris
management. This standard does not fundamentadiygehthe types of hedging relationships or theirement to measure and recogi
ineffectiveness, however it will provide more hedpi
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strategies that are used for risk management thifyjfer hedge accounting and introduce more judghte assess the effectiveness
hedging relationship. The new mandatory effectia¢eds not yet determined, however early adopt®parmitted. The Company
presently evaluating the impact of adopting thiditohal disclosure.

IAS 32 Financial Instruments: Presentation

This standard is amended to clarify requirementoftsetting of financial assets and financial ligies. The amendment is effective
annual periods beginning on or after January 1420he Company intends to adopt the IAS 32 amenthriarits consolidated financ
statements for the year commencing January 1, ZDi4.Company does not expect the amendments to dawvaterial impact on tl
consolidated financial statements.

IAS 36 Recoverable Amounts

This standard was amended in May 2013 to changealifabosure required when an impairment loss iogeized or reversed. T
amendments require the disclosure of the recoveralount of an asset or cash generating unit atriteean impairment loss has b
recognized or reversed and detailed disclosure o kthe associated fair value less costs of dispbsal been determined. 1
amendments are effective for annual periods begiwoin or after January 1, 2014 with earlier adopiermitted. The Company
presently evaluating the impact of adopting thiditohal disclosure.

IFRIC 21 Accounting for Levies Imposed by Governnien

This interpretation provides guidance on the obiigpevent giving rise to a liability in connectiovith a levy imposed by a governme
and clarifies that the obligating event is the\attithat triggers the payment of the levy as idfead by the legislation. The interpretat
is effective for annual periods beginning on oeaflanuary 1, 2014. The Company is presently etratushe impact of adopting tt
interpretation.

RISKS AND UNCERTAINTIES

In addition to the risks and uncertainties discdssihin the Company’s most recent FormB@nnual Information Form on file with the SI
and Canadian provincial securities regulatory atities, the Companyg Short Form Base Shelf Prospectus filed on Fepri@yr2013, and tl
Company’'s Amended and Restated Prospectus Suppiditedron January 30, 2014, the reader should edssider the following risk factors:

Going Concern Risk The Company ability to continue operations and exploratiod development activities as a going concern is ciépe
upon the Company funding working capital and captependiture requirements. There can be no assertat, if the Company requi
additional funding, the Company will be able toseiadditional capital or obtain sufficient finargior that any such financing would
available in a timely manner or on terms favourdblthe Company.

Liquidity Risk— The Company may be exposed to liquidity risk, whistthe risk that the Company will not be able teemits financie
obligations as they become due. The Company indwamneadjusted loss of $13.2 million for the yeadexhDecember 31, 2013 and has inct
net losses for each of the eight most recent gqueat@hile the Company had a working capital defiditt174.2 million ($0.5 million adjust:
working capital deficitl) excluding the current portion of lorigrm debt of $173.7 million) as at December 31,2@thievement of its goals
dependent on a number of variables including, btitimited to, metal prices, operational costs,i@@xpenditures, timely transition to min
by shaft, meeting production targets and profitadpperations of the LDI mine. Adverse changes in ahyhese variables may require
Company to seek additional financing.
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Financing Risk— The Companyg ability to secure future financing is dependentnumerous factors, many of which are outside e
Companys control. Inability or failure to obtain additidneapital or generate sufficient cash flows to sfgtits funding requirements cot
have a material adverse impact on the Company&éial conditions, operations and ability to grameluding the Company’ ability to repa
its credit facility when it becomes due. If the GQuamy is unable to repay its debts as they comeodig in breach of its covenants unde
other debt instruments, the lenders would be edtitb enforce the related security agreement bindaossession of the pledged collat
Alternatively, the Company would have to refinatice debt, which refinancing could be at higherriesé rates and may require the Comy
to comply with more onerous covenants which coaektrict its business operations.

1 Nor-IFRS measure. Please refer to I-IFRS Measures on pages-28.

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
controls to ensure that information used internalflynmanagement and disclosed externally is, imalierial respects, complete and reliable.

For the year ended December 31, 2013, the Chieflixe Officer and Chief Financial Officer certifijat they have designed, or caused 1
designed under their supervision, disclosure ctsmt@ad procedures to provide reasonable assuraatentaterial information relating to 1
Company and its consolidated subsidiaries woulthbde known to them by others within those entities.

The disclosure controls and procedures are evauataually through regular internal reviews which earried out under the supervision
and with the participation of, the Compasyhanagement, including the Chief Executive Offiaad Chief Financial Officer. Based on 1
evaluation, the Chief Executive Officer and Chiéfidncial Officer concluded that the design and apen of these disclosure controls w
effective as of December 31, 2013.

Internal Control over Financial Reporting

For the year ended December 31, 2013, the Chieflixe Officer and Chief Financial Officer certifijat they have designed, or caused 1
designed under their supervision, internal contoslsr financial reporting to provide reasonableueessce regarding the reliability of financ
reporting and the preparation of the financialestagnts for external purposes in accordance witlSIFR

There have been no changes in the Comaimgernal controls over the financial reportingttioccurred during the most recent period e
December 31, 2013 that have materially affectedarerreasonably likely to materially affect, then@many’s internal control over financ
reporting.

Management is responsible for establishing and taiaing adequate internal controls over financégdarting. Internal control over financ
reporting, no matter how well designed, has inhigligritations and can only provide reasonable amste, not absolute assurance, with re:
to the preparation and fair presentation of pullisfinancial statements and management does netespch controls will prevent or detec
misstatements due to error or fraud. The Compangnsinually evolving and enhancing its systemsasftrols and procedures.

Under the supervision and with the participatiorttaf Chief Executive Officer and the Chief Finah€Xdficer, management performs regt
internal reviews and conducts an annual evaluaifdhe effectiveness of its internal control ovieahcial reporting based on the framewor
Internal Control 4ntegrated Framework issued by the Committee ohSping Organizations of the Treadway Commissi®®2). Based ¢
that evaluation, the Chief Executive Officer andeflirinancial Officer concluded that the design aperation of these internal controls ¢
financial reporting were effective as of Decembgr3013.
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OTHER INFORMATION

Additional information regarding the Company islirded in the Company’s Annual Information Form @mwhual Report on Form 4B; whict
are filed with the SEC and the provincial secusitiegulatory authorities, respectively. A copy leé Companys Annual Information Form
posted on the SEDAR website at www.sedar.com. Ay amipthe Annual Report or Form 40-F can be obtaifretn the SEGS websit
at www.sec.gov.

NON-IFRS MEASURES

This MD&A refers to cash cost per ounce, adjustedimcome, EBITDA and adjusted EBITDA which are natognized measures under IF
Such NonlRS financial measures do not have any standatdimaning prescribed by IFRS and are therefor&kelylito be comparable
similar measures presented by other issuers. Mamagfeuses these measures internally. The use sf timeasures enables manageme
better assess performance trends. Management temissthat a number of investors, and others wHowahe Companys performanc:
assess performance in this way. Management belteaéshese measures better reflect the Compagmsrformance and are better indicatior
its expected performance in future periods. This d&mintended to provide additional informatiordamould not be considered in isolation ¢
a substitute for measures of performance preparaddordance with IFRS.

2013 was a transition year for the Company as # siaking the shaft and completing related infradttire at the same time it was develo
and transitioning to mining the Offset zone. Agsult, the 2013 financial results would not be aiyecomparable 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 evaliligt underlying operating performance of the Camggar the reporting periods presen
The Company believes that providing cash cost peice allows the ability to better evaluate the Itesof the underlying business of
Company.

Cash cost per ounce include mine site operatints sa€h as mining, processing, administration agdlties, but are exclusive of depreciat
amortization, reclamation, capital and exploratamsts. Cash cost per ounce calculation is redugednly byproduct revenue and is tt
divided by ounces sold to arrive at the fmpduct cash cost per ounce of sales. This meaalmeg with revenues, is considered to be &
indicator of a Company’s ability to generate opagatarnings and cash flow from its mining openagio

The Companys primary operation relates to the extraction dfapéum metal. Therefore, all other metals extrdcie conjunction with th
palladium metal are considered to be a by-produectitfor the purposes of the cash cost calculation

Reconciliation of Palladium Cash Cost per Ounce

(expressed in thousands of dollars except ounc@andunce amoun 2013 2012
Production costs including overhead $107,45¢ $100,80:
Smelting, refining and freight cos 13,99 13,67¢
Royalty expens 6,534 6,72(
Operational expenst 127,98t 121,20:
Less b-product metal revent 50,14¢ 56,20:
$ 77,84( $ 64,99¢
Divided by ounces of palladium sc 134,95! 161,84!
Cash cost per ounce (CDN $ 577 $ 401
Average exchange rate (CDN- US$) 0.97 1.0C
Cash cost per ounce (US$), net o-product credit: $ 56C $ 401
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Adjusted net income

The Company uses this measure internally to evalilngt underlying operating performance of the Camggar the reporting periods presen
Providing adjusted net income allows the readerthilty to better evaluate the results of the uhdeg business of the Company.

Adjusted net income is a NdRRS financial measure, which excludes the follayfnom loss: exploration; loss (gain) from discouc
operations; mine statp costs and closure costs; asset impairment change insurance recoveries; mine restoration ahststo flood an
retirement payments; foreign exchange loss (g&s§ on extinguishment of debt; loss in investméetd for trading; and, financing costs.

($000s 2013 2012
Loss and comprehensive loss for the year $(46,18¢) $(66,037)
Exploration 12,26¢ 14,51
(Income) loss from discontinued operati (2,509 54,634
Mine restoration costs, net of (insurance recogg@ad retirement
payments (1,267) 4,59¢
Foreign exchange loss (gal 7,37¢ (509)
Loss on extinguishment of de 11,03t —
Financing cost 3,72¢ —
Loss on investments he 2,331 —
Adjusted net income (loss $(13,219) $ 7,20¢

1 Foreign exchange loss (gain) was included in adestts in 2013 due to the U-denominated senior secured term loan financingdh3

Adjusted EBITDA

The Company believes that EBITDA and Adjusted EBAT&re valuable indicators of the Compasgbility to generate operating cash flo\
fund working capital needs, service debt obligatjaand fund capital expenditures.

EBITDA excludes the impact of the cost of financagjivities and taxes, and the effects of changexerating working capital balances,
therefore is not necessarily indicative of opeifinofit or cash flow from operations as determineder IFRS.

Other companies may calculate EBITDA differentlydjésted EBITDA is a nohFRS financial measure, which excludes the follgyfrom
loss: income and mining tax expense; interest esgpeand other costs; depreciation and amortizatogpjoration; loss (income) frc
discontinued operations; mine start-up and clososts; asset impairment charges and insurance egesyoneime costs (mine restorati
costs due to flood and retirement payments); areéjgn exchange loss (gain).

($000s 2013 2012
Loss and comprehensive loss from continuing oparatior the year $(48,69¢) $(11,409)
Income and mining tax recove (2,15%) —
Interest expense and other costs, 8,66: 1,08:
Loss on extinguishment of de 11,03t —
Depreciation and amortizatic 25,50 19,70¢
EBITDA $ (5,64 $ 9,38¢
Exploration 12,26¢ 14,51
Mine restoration costs, net of (insurance recoggr@@d retirement
payments (1,267) 4,59¢
Inventory pricing adjustmel 675 —
Foreign exchange loss (gal 7,37¢ (5049)
Adjusted EBITDA $ 13,40¢ $ 27,99/

1 Foreign exchange loss (gain) was included in adestts in 2013 due to the U-denominated senior secured term loan financingdh3
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Adjusted Net Working Capital and Proforma CondensedBalance Sheet

This MD&A refers to adjusted net working capital iafh is not a recognized measure under IFRS. Thie tadlow also refers to adjus
current liabilities and adjusted non-current lidgigis which are also not recognized measures ulid®®. Such NonFRS financial measures
not have any standardized meaning prescribed by IGR] are therefore unlikely to be comparable nulai measures presented by o
issuers. Adjusted net working capital, adjustedranr liabilities and adjusted nanwrent liabilities are intended to provide additd
information and should not be considered in isofatir as a substitute for measures of performareggaped in accordance with IFRS.

As at December 31, 2013, the Company had not adataanwaiver from Brookfield regarding a cured cardrbreach that occurred prior to y
end. Such waivers were received by the Companyesuignt to December 31, 2013. Management belieeebalance sheet presentation «
not reflect the liquidity position of the Company Becember 31, 2013. Had the waiver been obtained o year end, the Comparsy’
proforma condensed consolidated balance sheetdinsted net working capital (deficit) surplus woblave been:

Proforma

As at December As at December !

(expressed in thousands of doll. 2013 20121
Current assets $ 69,55¢ $ 127,74(
Non-current assel 456,23 343,49
525,79! 471,23.
Adjusted current liabilitie( $ 70,11: $ 95,17:
Adjusted no-current liabilities® 233,18t 129,15!
Shareholder equity 222,49¢ 246,90(
$ 525,79! $ 471,23.
Adjusted net working capital (deficit) surpl® $ (555 $ 32,56!

@ No nor-IFRS adjustments have been made to the Decemb@032, amounts. They have been provided for compansirposes onl
Other than as noted by the te"adjuste” and footnotes, amounts shown as at December 33, &@lFRS amount

@ IFRS current liabilities as at December 31, 2@d@led $243,767,000. After reducing for the cutrportion of longterm debt c
$173,656,000, adjusted current liabilities amoor$70,111,00C

3  IFRS non-current liabilities as at December 312 totaled $59,532,000. After increasing for therent portion of longerm debt ¢
$173,656,000, adjusted r-current liabilities amount to $233,188,0(

@ Adjusted net working capital (deficit) surplus isteérmined by subtracting adjusted current lialiiirom current asse
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Management’s Responsibility
for Financial Statements

The accompanying consolidated financial statemeat® been prepared by management in accordancdnigtimational Financial Reporti
Standards (IFRS) as issued by the IASB. Finantéésents include certain amounts based on essnaaie judgments. When an alternz
method exists under IFRS, management has chosémwthieh it deems most appropriate in the circumstanin order to ensure that
consolidated financial statements are presentety,fan all material respects, in accordance wiRSE. The financial information presen
elsewhere in the annual report is consistent vigth in the consolidated financial statements.

The Company maintains adequate systems of intewtaunting and administrative controls. Such systam designed to provide reason
assurance that transactions are properly authorzet recorded, the Comparyassets are appropriately accounted for and atidy
safeguarded and that the financial informatioreisvant and reliable.

The Board of Directors of the Company is respomrsfbl ensuring that management fulfills its resploilises for financial reporting, and
ultimately responsible for reviewing and approvihg consolidated financial statements and the apaagying managemeust'discussion ar
analysis. The Board of Directors carries out thisponsibility principally through its Audit Comnet.

The Audit Committee is appointed by the Board afeBiors and all of its members are noanagement directors. The Audit Committee nr
periodically with management and the external auslito discuss internal controls, auditing matterd financial reporting issues, and to sa
itself that each party is properly discharging rigsponsibilities. The Audit Committee also reviethie consolidated financial stateme
management’s discussion and analysis, the extewnditors’ report, examines the fees and expenses for audiices, and considers 1
engagement or reappointment of the external awdifdre Audit Committee reports its findings to Beard of Directors for its considerat
when approving the consolidated financial statesiéot issuance to the shareholders. KPMG LLP, titereal auditors, have full and fi
access to the Audit Committee.

Toronto, Canada

February 19, 2014

% — I
by :
Phil du Toit Dave Langille

CEO CFO
1
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INDEPENDENT AUDITORS' REPORT
To the Shareholders of North American Palladium Ltd

We have audited the accompanying consolidated dinhistatements of North American Palladium Ltdhielh comprise the consolida
balance sheets as at December 31, 2013 and Dec8inb@012, the consolidated statements of opemtiamd comprehensive la
shareholdersequity and cash flows for the years then ended, rantds, comprising a summary of significant accimgnpolicies and oth
explanatory information.

Managemer's Responsibility for the Consolidated Financiaht®ments

Management is responsible for the preparation amdofesentation of these consolidated financiteshents in accordance with Internatic
Financial Reporting Standards, as issued by therdational Accounting Standards Board, and for smtérnal control as managem
determines is necessary to enable the preparatioonsolidated financial statements that are freenfmaterial misstatement, whether du
fraud or error.

Auditore Responsibility

Our responsibility is to express an opinion on ¢éhesnsolidated financial statements based on oditsauWe conducted our audits
accordance with Canadian generally accepted agditemdards, and the standards of the Public Coynpecounting Oversight Board (Unit
States). Those standards require that we comply etitical requirements and plan and perform theét aniebtain reasonable assurance a
whether the consolidated financial statementsrae=ffom material misstatement.

An audit involves performing procedures to obtainliaevidence about the amounts and disclosurgkerconsolidated financial stateme
The procedures selected depend on our judgmeniding the assessment of the risks of material tatissent of the consolidated finan
statements, whether due to fraud or error. In ntaktiose risk assessments, we consider internatatastevant to the entitg’ preparation ar
fair presentation of the consolidated financiatestgents in order to design audit procedures tteappropriate in the circumstances. An ¢
also includes evaluating the appropriateness ajuating policies used and the reasonableness oluiating estimates made by managen
as well as evaluating the overall presentatiomefdonsolidated financial statements.

We believe that the audit evidence we have obtaimedr audits is sufficient and appropriate toyie a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statetagmesent fairly, in all material respects, thasmidated financial position of North Americ
Palladium Ltd. as at December 31, 2013 and Dece3the2012, and its consolidated financial perforogaand its consolidated cash flows
the years then ended in accordance with Interrati6mancial Reporting Standards, as issued bylriternational Accounting Standa
Board.

2
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Emphasis of Matte

Without modifying our opinion, we draw attention kote 1 in the consolidated financial statementsciidescribes that North Americ
Palladium Ltd.5 ability to continue operations, exploration aegd@lopment activities in the near term is dependpon the Company secur
additional financing. These conditions, along wiather matters set forth in Note 1, indicate thesexice of a material uncertainty that c
substantial doubt about North American Palladiuch’ktability to continue as a going concern.

K& 2P
A o

Chartered Professional Accountants, Licensed Pé@aoountants
February 19, 201
Toronto, Canad

3
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Consolidated Balance Sheets
(expressed in thousands of Canadian dollars)

ASSETS

Current Assets

Cash and cash equivalel

Accounts receivabl

Inventories

Other asset

Assets of disposal group classified as held fag
Total Current Asset

Non-current Assets
Mining interests

Total Nor-current Asset
Total Asset:

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities

Accounts payable and accrued liabilit

Credit facility

Current portion of obligations under finance lee
Current portion of lon-term debt

Provisions

Taxes payabl

Current derivative liability

Liabilities of disposal group classified as held $ale
Total Current Liabilities

Non-current Liabilities

Income taxes payab

Asset retirement obligatior

Obligations under finance leas

Long-term debt

Total Nor-current Liabilities

Shareholders Equity

Common share capital and purchase warr
Stock options and related surp

Equity component of convertible debentures, nessiie cost
Contributed surplu

Deficit

Total Shareholde’ Equity

Total Liabilities and Sharehold¢ Equity

Nature of operations and going conc— Note 1
Commitments and contingencies — Notes 18 and 21
Subsequent events — Note 25

See accompanying notes to the consolidated finahstatement:
On Behalf of the Board of Directors

=, ~

Robert J. Quinn, Directc

4

December 3. December 3
Notes 2013 2012

$ 9,79¢ $ 20,16¢

5 38,55¢ 53,92
6 14,23¢ 15,38¢
7 6,96¢ 8,44¢
4 — 29,81«
69,55¢ 127,74

8 456,23 343,49:.
456,23 343,49.

$ 525,79! $ 471,23:

10 $ 48,79 $ 58,47
5 17,83« 15,08¢
11 2,98¢ 3,711

13 173,65t —
12 — 1,00(
— 874

13 492 3,952
4 — 12,07:
243,76 95,17

1,28¢ 2,352

9 13,63¢ 15,21«
11 8,74¢ 9,95¢
13 35,86+ 101,63
59,53 129,15!

15 798,41: 776,63:
9,12¢ 9,12¢

13 6,931 6,931
8,87: 8,87:
(600,84 (554,66

222,49t 246,90(

$ 525,79! $ 471,23

e [ B L

Steven R. Berlin, Directc
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Consolidated Statements of Operations and

Comprehensive Loss

(expressed in thousands of Canadian dollars, extepe and per share amounts)

Revenue

Mining operating expenses

Production cost

Smelting, refining and freight cos

Royalty expens

Depreciation and amortizatic

Inventory pricing adjustmel

Loss on disposal of equipme

Other

Total mining operating expens

Income (loss) from mining operations

Other expenses

Exploration

General and administratic

Interest and other incon

Interest expense and other cc

Loss on extinguishment of lo-term deb

Foreign exchange loss (ga

Total other expense

Loss from continuing operations before taxe
Income and mining tax recove

Loss and comprehensive loss from continuing operatns for the year
Income (loss) and comprehensive income (loss) filmmontinued operations for the ye
Loss and comprehensive loss for the yei

Loss per share

Basic

Diluted

Loss from continuing operations per share

Basic

Diluted

Income (loss) from discontinued operations per shar
Basic

Diluted

Weighted average number of shares outstanding
Basic

Diluted

See accompanying notes to the consolidated finahstatement:

5
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19

20
20
13

22

15(e)

15(e)
15(e)

2013 2012
$ 15323 $ 160,70
107,45¢ 100,80:
13,99: 13,67¢
6,53¢ 6,72(
25,507 19,70¢
67F —
1,11¢ 292
(1,269) 3,81¢
154,02: 145,01
(790) 15,69:
12,26¢ 14,51:
10,72: 12,00:
(1,969 (3,599
10,63: 4,681
11,03t —
7,37¢ (504)
50,06 27,09t
(50,857 (11,409
2,157 —
$ (48,69 $ (11,409
2,50¢ (54,63
$ (46,180 $  (66,03)
$ 025  $ (0.39)
$ (0.2 8 (0.39)
$ (026 8 (0.07)
$ 020  $ (0.0
$ 001 % (0.32)
$ 0.01 § (0.32)
187,150,36 170,960,77
187,176,32 170,983,77
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Consolidated Statements of Cash Flows
(expressed in thousands of Canadian dollars)

Cash provided by (used in’
Operations
Loss from continuing operations for the y:
Operating items not involving ca:
Depreciation and amortizatic
Inventory pricing adjustmel
Accretion expens
Loss on extinguishment of lo-term debt
Share-based compensation and employee ber
Unrealized foreign exchange Ic
Loss on disposal of equipme
Interest expense and ott

Changes in nc-cash working capite

Financing Activities

Issuance of common shares, net of issue 1
Issuance of convertible debentures, net of issats
Credit facility

Repayment of senior secured nc
Settlement of palladium warrar

Net proceeds of senior secured term |
Finance lease facilit

Repayment of obligations under finance lee
Interest paic

Other financing recoveries (cos

Investing Activities
Additions to mining interests, n
Proceeds on disposal of mining interests,

Increase (decrease) in cash from continuing omers
Net cash provided by (used in) discontinued opena
Decrease in cas

Cash and cash equivalents, beginning of

Cash and cash equivalents, end of \

Cash and cash equivalents consisting of:
Cash
Shor-term investment

Foreign exchange included in cash bale

Notes

15(g)

23

15(c)
13

13
13
13
11
11

See accompanying notes to the consolidated finahstatement:
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2013 2012
$ (48,69)  $ (11,409
25,507 19,70¢
675 —
3,55( 3,25¢
11,03t —
1,42¢ 2,271
7,00€ —
1,11€ —
5,13¢ (419
6,75¢ 13,41¢
(225) 42,20:
6,531 55,62:
18,93¢ 36,40«
— 40,80«
197 15,28°
(79,200 —
(1,747 —
147,84( —
— 11,23¢
(2,905) (4,749
(8,365 (9,68¢)
(3,485 82C
71,26¢ 90,11¢
(109,48) (145,18
1,17¢ 52€
(108,31)  (144,65)
(30,517 1,087
20,14; (31,859
(10,37%) (30,767
20,16¢ 50,93
$ 979: $ 20,16¢
$ 979: $ 20,16¢
$ 979: $ 20,16¢
$ 256 % B




Balance, January 1, 2012

Common shares issuec

Private placement of flowuhrough share:
net of issue cos!

Premium on issuance of flow-through
shares

Convertible debentures:

Equity component of convertible
debentures, net of issue ca

Stock based compensatior

Stoclk-baseccompensatiol

Net loss and comprehensive loss for
year ended December 31, 2(

Balance, December 31, 20

Common shares issuec

Settlement of obligation relating to
production target

Settlement of NAP Quebec disposal ct

Private placement of flowuhrough share:
net of issue cos

Premium on issuance of flow-through
shares

Warrants:

Palladium warrants exercis

Stock based compensatior

Stoclk-baseccompensatiol

Net loss and comprehensive loss for
year ended December 31, 2(

Balance, December 31, 20

O

North American Palladium Ltd.

Consolidated Statements of Shareholders’ Equity
(expressed in thousands of Canadian dollars, estepe amounts)

See accompanying notes to the consolidated finahstatements

Equity
componen
of Total
convertible  Contributed shareholders’
Number Capital Stock
Notes of shares stock options  debentures surplus Deficit equity
15 162,851,43 $740,88¢ $7,85¢ $ — $ 8,87: $(488,62) $ 268,99¢
15(c) 13,725,00 36,40¢ — — — — 36,40¢
— (1,90)  — — — — (1,907
13 — — — 6,931 — — 6,931
15(b) 551,40: 1,24( 1,26¢€ — — — 2,50¢
— — — — — (66,03)) (66,03))
177,127,83 $776,63. $9,12¢ $ 6,931 $ 8,87 $(554,66) $ 246,90(
12 709,22 1,00( — — — — 1,00(
4 203,80( 30C — — — — 30C
15(c)  17,258,33 18,93¢ — — — — 18,93¢
— (517 — — — — (517)
13 574,73t 63¢€ — — — — 63¢€
15(b) 1,235,99 1,42: 3 — — — 1,42t
— — — — — (46,186 (46,186
197,109,92 $798,41: $9,12¢ $ 6,931 $ 8,87¢ $(600,84) $ 222,49¢
7
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Notes to the Consolidated Financial Statements
(expressed in thousands of Canadian dollars, exepthare amounts and metal prices)

1. NATURE OF OPERATIONS AND GOING CONCERN

North American Palladium Ltd“NAP”) is domiciled in Canada and was incorporated one®elpér 12, 1991 under the Canadian Bus
Corporations Act. The address of the Companggistered office is 200 Bay Street, Suite 2380yal Bank Plaza South Tower, Torol
Ontario, Canada, M5J 2J2. The Company’s 100%-ownédidiary is Lac des lles Mines Ltd. (“LDI").

NAP operates the LDI palladium mine, located noehkinof Thunder Bay, Ontario, which started prodggalladium in 1993. The Compan
transitioning the LDI mine from mining via ramp &ss to mining via shaft while utilizing bulk minimgethods.

The Company also previously held 100% ownershiilNAP Quebec Mines Ltd. (“NAP Quebecgpnsisting of the Vezza gold mine
Sleeping Giant mill located north of Val &, Quebec. At December 31, 2012, the Company wasitted to a plan to market and sell its ¢
division assets (“Disposal Group”) through the salehe shares of its whollgwned subsidiary NAP Quebec and on March 22, 2@
Company completed the sale of NAP Quebec resuittitige disposition of all gold division assets.

The consolidated financial statements for the Comipas at December 31, 2013 and for the year endambrbber 31, 2012, include
Company and its significant subsidiaries (collegiwreferred to as the “Company”).

The consolidated financial statements have beepaped on a going concern basis which contempl&aisthe Company will continue
operation for the foreseeable future and will bke @b realize its assets and discharge its ligdsliin the normal course of business. While
Company has operations that generate revenues istiféered losses from continuing operations fer ybars ended December 31, 2013
2012. The Company’ ability to continue operations, exploration amyelopment activities in the near term is dependgon the Compai
securing additional financing. In January 2014, @menpany completed an offering of 7.5% convertilohsecured subordinated debenture
gross aggregate proceeds of $32 million (note BByvever, this financing together with the borrowegilability under the Comparg/credi
facility (note 5), is insufficient to fund in theear term all of the Comparg/operating and capital expenditures and othegatitins as the
become due, and, without additional financing tleenany would be unable to meet its obligationshag become due. The Company doe:
currently have any committed available financinglace and, while it has been successful at danigp she past, there is no certainty that
required financing will be available or, if availabon acceptable terms.

The Companys senior secured term loan (note 13) and credittfagote 5) contain several financial covenanthich, if not met would rest

in an event of default. These loans also includtateother covenants, including limits on liensatarial adverse change provisions and cros
default provisions. Certain events of default resuthese loans becoming immediately due. Othentsvof default entitle the lender to dem
repayment and the senior secured term loan protiddke payment of a prepayment fee and penatéyest upon an event of default.

Should the Company be unable to obtain sufficiergrfcing, or if the Compang’lenders were to demand repayment of outstandimayats
the Company would not have sufficient funds to yefia obligations when due, and could cause the f@@my to seek protection from
creditors, or seek to restructure its obligations.

The Companys ability to continue operations and exploratiord atevelopment activities is also dependent uporumber of variable
including, but not limited to, meeting producti@rdets, metal prices, operational costs, capitaéeditures, achieving profitable operation
the LDI mine expansion and meeting future coveneqtirements under the Company’s credit facilitd aanior secured term loan.
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These conditions have resulted in a material uaiceyt that casts substantial doubt about the Cogigaability to continue as a going conc
The consolidated financial statements do not ineladjustments to the carrying values and classibics of recorded assets and liabilities
related revenues and expenses that might be negsbsald the Company be unable to continue asraygmncern.

2. BASIS OF PRESENTATION
Statement of Compliance

These consolidated financial statements have besgraped in accordance with International FinanRigporting Standards (“IFRS3s issue
by the International Accounting Standards Board\$B”), applicable to the preparation of these financiakeshents, including 1AS
Presentation of Financial Statements.

These consolidated financial statements were aiatttbfor issuance by the Board of Directors of @mmpany on February 19, 2014.

Basis of Measurement

These consolidated financial statements have begwaped on the historical cost basis, except ferftllowing items in the consolidat
balance sheet:

0] Accounts receivable and related derivative instnimare measured at fair vali
(i) Financial instruments at fair value through profiloss are measured at fair val

(i) Liabilities for casl-settled sharbased payment arrangements are measured at fiadr.

Functional and Presentation Currency

These consolidated financial statements are predant Canadian dollars, which is the Company’s aadh of its subsidiariesunctiona
currency. All financial information is expressedtiimusands of Canadian dollars, except share anshpee amounts.

Use of Judgments and Estimates

The preparation of the consolidated financial statets in conformity with IFRS requires managementriake judgments, estimates,
assumptions that affect the application of accognpiolicies and the reported amount of assetsiahiiities, the disclosure of contingent as
and liabilities at the date of the consolidatedficial statements and the reported amounts of usevand expenses during the year. Signifi
estimates and assumptions relate to recoveralofityining operations and mineral exploration projst While management believes
these estimates and assumptions are reasonabiel, gstults could vary significantly.

(a) Critical judgments

Information about critical judgments in applyingcaanting policies that have the most significaféefon the amounts recognized in
consolidated financial statements is included enftillowing notes:

Note 1 — Ability to continue as a going concern

Note 9 — Asset retirement obligations and reclammatieposits
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(b) Key estimates and assumptions

Certain assumptions are dependent upon reservash wpresent the estimated amount of ore thatbesaeconomically and lega
extracted from the Comparsyproperties. In order to estimate reserves, assomspare required about a range of geologicahrtieal ant
economic factors, including quantities, gradesdpotion techniques, recovery rates, productionsgdsansportation costs, commo
prices and exchange rates. Estimating the quaatiy/or grade of reserves requires the size, shagedapth of ore bodies to
determined by analyzing geological data such déndrisamples. This process may require complexdifittult geological judgments
interpret the data. Estimates and underlying astongp are reviewed on an ongoing basis. Revisiansadcounting estimates .
recognized in the period they are determined arahinfuture periods affected.

Because the economic assumptions used to estimsaeves change from period to period and additigealogical data is genera
during the course of operations, estimates of vesemay change from period to period. Changes ported reserves may affect
Company’s financial results and financial positinra number of ways, including the following:

0] Asset carrying values including mining interestgrha affected due to changes in estimated futsk flaws;

(i) Depreciation and amortization charged in the statgnof operations may change or be impacted whatk sharges a
determined by the units of production basis, ornehibe useful economic lives of assets cha

(i) Decommissioning, site restoration and environmeptalisions may change where changes in estimaserves affe
expectations about the timing or cost of theseriets; and

(iv)  The carrying value of deferred tax assets may chang to changes in estimates of the likely regogéthe tax benefits

Information about assumptions and estimation uag#ies that have a significant risk of resultingai material adjustment within the n
financial year are included in the following notes:

Note 5 — Revenue from metal sales
Note 21 — Contingencies

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have beetiexpponsistently by all Compars/entities for all periods presented in these cighesiec
financial statements, unless otherwise indicated.

Basis of Consolidation

These consolidated financial statements includaticeunts of NAP and its wholly-owned subsidiaries.

(a) Business combinations

The Company measures goodwill as the fair valub®fconsideration transferred including the recogghiamount of any nocentrolling
interest in the acquiree, less the fair value efittentifiable assets acquired and liabilities essl, all measured as of the acquisition
When the excess is negative, a bargain purchasgsgacognized immediately in profit or loss.

The Company elects on a transaction-by-transadviasis whether to measure noontrolling interest at its fair value, or at
proportionate share of the recognized amount oidéetifiable net assets, at the acquisition date.

Transaction costs, other than those directly aasettiwith the issue of debt or equity securitibat the Company incurs in connec
with a business combination are expensed as irgturre
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(b) Subsidiaries

Subsidiaries are entities controlled by NAP. Thaficial statements of subsidiaries are includetienconsolidated financial stateme
from the date that control commences until the ttzdé control ceases.

(c) Transactions eliminated on consolidation

Inter-company balances and transactions and arealized income and expenses arising from intenpany transactions are elimine
in preparing the consolidated financial statements.

Foreign Currency Translations

The reporting and functional currency of the Conypand its subsidiaries is the Canadian dollar. Adicayly, the Company translates mone
assets and liabilities denominated in foreign awyeat the rate of exchange prevailing at the dafested balance sheet dates, noanetar
assets and liabilities denominated in foreign awyeat the rate in effect at the date the transacticcurred and revenues and expe
denominated in foreign currency at the exchangeiraeffect during the applicable accounting periéld resulting foreign exchange gains i
losses are recorded in the Consolidated Staternéftperations and Comprehensive Loss.

Financial Instruments

(@)

(b)

Non-derivative financial assets

The Company initially recognizes loans and recdestand deposits on the date they originated. &ikiofinancial assets (includi
assets designated at fair value through profibss) are recognized initially on the trade dateldth the Company becomes a party tc
contractual provisions of the instrument.

Financial instruments are measured on initial re@¢@n at fair value plus, in the case of instruitseather than those classified daif*
value through profit and loss”, directly attribulalransaction costs.

The Company has the following nalerivative financial assets: financial assets at ¥alue through profit or loss and loans
receivables.

A financial asset is classified at fair value thgburofit or loss if it is classified as held foading or is designated as such upon ir
recognition. These financial instruments are mesbat fair value, and changes therein are recodnizéhe Consolidated Statement:
Operations and Comprehensive Loss. The Compangtuats receivable from the sale of palladium angtmduct metals from the LI
mine primarily represent the material financialtinments which have been recorded at fair valugutlin profit or loss (see note 5).

Financial assets classified as loans and receivadrke measured subsequent to initial recognitioanadrtized cost using the effect
interest method, less any impairment losses. Thapgaays loan and receivables are included in other agssfes to note 7). Cash a
cash equivalents are stated at fair value anddectiash on account less outstanding cheques, daeaodits and shotérm guarantee
investments with original maturities of three mantin less.

Non-derivative financial liabilities

The Company initially recognizes debt securitiesuézl and subordinated liabilities on the date tbeginated. All other financi
liabilities (including liabilities designated atifavalue through profit or loss) are recognizediafly on the trade date at which
Company becomes a party to the contractual prawsod the instrument.

The Company derecognizes a financial liability wlitsrcontractual obligations are discharged, cdedeadr expired. Financial assets
liabilities are offset and the net amount presemetie consolidated balance sheet when, and ohgnwthe Company has a legal rigt
offset the amounts and intends either to settla pat basis or to realize the asset and settléathibty simultaneously.

The Company has the following non-derivative finahtabilities: longterm debt, finance leases, loans and borrowings baerdrafts
credit facilities, and trade and other payables.
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Such financial liabilities are designated initiallg fair value through profit or loss, and recoguizat fair value plus any direc
attributable transaction costs. Subsequent talmticognition these financial liabilities are dgwted at amortized cost and are mea:
at amortized cost using the effective interest imeth

(c) Derivative financial instruments
The Company holds derivative financial instrumentsninimize its foreign currency and market pricg@sures. Embedded derivati
are separated from the host contract and accodoteskparately if the economic characteristics Agkls of the host contract and
embedded derivative are not closely related, aragpanstrument with the same terms as the embeddedative would meet tl
definition of a derivative, and the combined instant is not measured at fair value through praflibes.
Derivatives are recognized initially at fair valaed any associated transaction costs are recogimzeuaofit or loss as incurre
Subsequent to initial recognition, derivatives masured at fair value, and changes therein amuatad for as described below.
Separable embedded derivatives
Changes in the fair value of separable embeddedadiees are recognized immediately in profit ogdo
Other non-trading derivatives
When a derivative financial instrument is not hieldtrading and is not designated in a qualifyirgige relationship, all changes in its
value are recognized immediately in profit or loss.

Inventories

Concentrate, crushed and broken ore stockpilesgaludinventory are valued at the lower of averpgmluction cost (including an allocatior
the depreciation of production related assets) ratdrealizable value. Crushed and broken ore stleskpepresent coarse ore that has

extracted from the mine and is available for furtheocessing. The amount of stockpiled ore thatasexpected to be processed within
year, if any, is shown as a Ic-term asset. Supplies inventory is valued at thestaof average cost and net realizable value.

Gold inventory relating to discontinued operatiamss comprised of unprocessed ore either in stoekpl bins, unrecovered gold in ei
carbon or solution within the milling circuit, agld-silver doré bars produced but not sold akat¢porting date.

Mining Interests

(@)

Recognition and measuremen
Property, plant and equipment are measured atexsaccumulated depreciation and accumulated impat losses.

Cost includes expenditures that are directly atteble to the acquisition of the asset. The cosetficonstructed assets includes the
of materials and direct labour, any other costedily attributable to bringing the assets to a wuaglcondition for their intended use,
costs of dismantling and removing the items antbrggy the site on which they are located, and dwimg costs on qualifying asse
Where funds used to finance a major project formt p&general borrowings, the Company capitalizetgriest on those borrowir
proportionate to the project funds used.

When parts of an item of property, plant and eq@iptrhave different useful lives, they are accouritedas separate items or m:
components of property, plant and equipment.

Spare parts and servicing equipment are usualljedaas inventory and recognized in profit or lassconsumed. However, major si
parts and stanby equipment qualify as property, plant and equiptmehen the Company expects to use them during ri@e on
period. Similarly, if the spare parts and servicaggipment can be used only in connection withtexm iof property, plant and equipme
they are accounted for as property, plant and ecgri.
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Exploration costs relating to properties are chatgeearnings in the year in which they are inalri&hen it is determined that a min
property can be economically developed as a resulteserve potential and subsequent exploratiopemditures are capitalize
Determination as to reserve potential is basedhendsults of studies, which indicate whether petida from a property is economice
feasible. Upon commencement of commercial prodoabioa development project these costs are amdrtisang the unit-ofsroductior
method over the proven and probable reserves. &iapiil exploration costs, net of salvage valudsting to a property that is la
abandoned or considered uneconomic for the foresedature, are written off in the period the démisis made. No amortization
provided in respect of mine development expenditunatii commencement of commercial production. Amgduction revenue earr
prior to commercial production, net of related spst offset against the development costs.

Gains and losses on disposal of an item of propplnt and equipment are determined by compahiagptoceeds from disposal with
carrying amount of property, plant and equipmend are recognized within mining operating expenses.

Subsequent costs

The cost of replacing a part of an item of propeptant and equipment is recognized at the carrgimgpunt of the item if it is probal
that the future economic benefits embodied withia item will flow to the Company and its cost canrbeasured reliably. The carry
amount of the replaced part is derecognized. Thesad the day-tatay servicing of property, plant and equipmentrasagnized in prof
or loss as incurred.

Depreciation and amortization

Mining interests relating to plant and equipmenining leases and claims, royalty interests, an@rottevelopment costs are recorde
cost with depreciation and amortization providedfw unit-ofproduction method over the estimated remaining esioé palladium to t
produced based on the proven and probable reseryesthe event that the company is mining resesiran appropriate estimate of
resources mined or expected to be mined.

Mining interests relating to small vehicles andtaer machinery with a determinable expected life i@corded at cost with deprecia
provided on a straighHine basis over their estimated useful lives, raggirom three to seven years, which most closelleats the
expected pattern of consumption of the future epvadenefits embodied in the asset. Stralgtg-depreciation is calculated over
depreciable amount, which is the cost of an atessg,its residual value.

Significant components of individual assets aresssd and, if a component has a useful life thdiffierent from the remainder of t
asset, that component is depreciated separatalg tise unit-of-production or straighite method as appropriate. Costs relating to
are not amortized.

Leased assets are depreciated over the shortee ¢ddase term and their useful lives unless ig&sonably certain that the Company
obtain ownership by the end of the lease term.

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

Discontinued operations and assets held for sale

A non-current asset (or disposal group) is reclassifietield for sale and reclassified to current asgéti® Company expects that its carry
value will be recovered principally through a saknsaction and not through its continued use pexvithat the asset (or disposal grou
available for immediate sale in its present conditind realization of its sale is highly probal#ehigh probability of sale is considered to e
when the Company is committed to a plan to sellatsset (or disposal group), has undertaken aneagtiigram to actively market the asse
disposal group) and
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locate a buyer at a price reasonable in relatidiitovalue of the asset (or disposal group), axgktets the sale process to be concluded v
one year following the date of reclassificationeTdssets and liabilities of any subsidiary for whice Company is committed to sell and
which loss of control of the subsidiary is expedigdccur are also reclassified as held for sale.

Any component of the Company which, while in usspresented one or more cash-generating units (“CGafsthe Company, has be
disposed of or classified as held for sale, andessmts a major line of business or geographiea af operations or is part of a single pla
dispose of such a business or operation or is wibera subsidiary acquired exclusively for resalelassified as a discontinued operation.
assets, liabilities, comprehensive income, and dhsts relating to a discontinued operation of thempany are segregated and repe
separately from the continuing operations of thenany in the period of reclassification withoutteesment or regresentation of comparati
periods prior to the reporting period in which teelassification occurs.

Impairment

The carrying amounts of the Company’s fiorancial assets, excluding inventories and defetax assets, are reviewed at each reporting
to determine whether there is any indication ofammpent. Impairment is assessed at the level of £@ld impairment loss is recognized in
Consolidated Statements of Operations and Compseleehoss for any excess of carrying amount overétoverable amount.

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

The recoverable amount of an asset or CGU is tbatgr of its “value in usetefined as the discounted present value of thedutash flow
expected to arise from its continuing use and litsmate disposal, and its “fair value less costséti”’, defined as the best estimate of the |
that would be received to sell an asset in an tydexnsaction between market participants at tle@sarement date, less costs of dispos
assessing value in use, the estimated future dasis fire discounted to their present value usimpgedax discount rate that reflects cun
market assessments of the time value of moneytendgks specific to the asset.

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

Impairment losses recognized in prior periods asessed at each reporting date for any indicatiweisthe loss has decreased or no Ic
exists. An impairment loss on ndimancial assets other than goodwill is reversethére has been a change in the estimates usedeiomine
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.

Mining Interests—Open Pit Mining Costs

In open pit mining operations, it is necessaryetmove overburden and other waste materials to saredrom which minerals can be extra
economically. The process of mining overburden amdte materials is referred to as stripping. Stnigprosts generate a future econc
benefit by providing (i) access to ore to be mimedhe future; (ii) increases the fair value of tléne (or pit) as access to future min
reserves becomes less costly; and (iii) incredsegitoductive capacity or extends the productifieedf the mine (or pit). For production ph
stripping costs that are expected to generate wmefutconomic benefit, the current period strippoogts are capitalized as open pit n
development costs.

Stripping costs incurred during the production stad a pit are accounted for as costs of the irorgnproduced during the period that
stripping costs were incurred, unless these costexpected to provide a future economic benefit.
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Capitalized open pit mine development costs areetigted once the open pit has entered productidritee future economic benefit is be
derived. Capitalized open pit mine developmentsast depreciated using the unit of production oatthver the life of the ore body to wh
accessibility has been improved by the strippintiyiyg.

Employee benefits
Defined contribution plans

A defined contribution plan is a postaployment benefit plan under which an entity piayesd contributions into a separate entity and
have no legal or constructive obligation to paytifar amounts. Obligations for contributions to defl contribution pension plans
recognized as an employee benefit expense in profibss in the periods during which services amedered by employees. Preg
contributions are recognized as an asset to trenettat a cash refund or a reduction in futurenpants is available. Contributions t
defined contribution plan that are due more thanmthths after the end of the period in which theleryees render the service
discounted to their present value.

Compensation Agreements
Share-based payment transactions

The grant date fair value of equity-classified sHaeised payment awards granted to employees is reeolgas an employee expel
with a corresponding increase in equity, over tedaa that the employees unconditionally becoméledtto the awards. The amo
recognized as an expense is adjusted to refleatuhwber of awards for which the related serviceexgected to be met, such that
amount ultimately recognized as an expense is basethe number of awards that do meet the relatdice and nomnarke
performance conditions at the vesting date.

The Company has a Restricted Share Unit (“RSi&n under which eligible directors, officers arglylemployees of the Company
entitled to receive awards of restricted sharesutiiich restricted share unit is equivalent in eatuthe fair market value of a comn
share of the Company on the date of the award arasponding liability is established on the hatasheet. The value of each awa
charged to compensation expense over the perigdsting. At each reporting date, the compensatiperese and liability are adjustec
reflect the changes in market value of the liapitiased on the fair values of RSU’s for each vegsgiariod determined using the Black
Scholes model.

Sharebased payment arrangements in which the Compamywescgoods or services as consideration for it equity instruments a
accounted for as equity-settled share-based paytnagrsactions, regardless of how the equity instmisare obtained by the Company.

Provisions

A provision is recognized if, as a result of a pastnt, the Company has a present legal or conisteuzbligation that can be estimated relia
and it is probable that an outflow of economic Wiseavill be required to settle the obligation. Rigions are determined by discounting
expected future cash flows at a pag-rate that reflects current market assessmdrifsectime value of money and the risks specifidhte
liability.

(a) Asset Retirement Obligations

In accordance with Company policies, asset retirgrobligations relating to legal and constructivdigations for future site reclamati
and closure of the Compamy’'mine sites are recognized when incurred and lElitya and corresponding asset are recorde
managemen$ best estimate. Estimated closure and restoratists are provided for in the accounting period mtine obligation arisir
from the related disturbance occurs.

The amount of any liability recognized is estimalbeded on the risidjusted costs required to settle present obligatidiscounted usil
a pre-tax riskfree discount rate consistent with the time peraddexpected cash flows. When the liability is iaity recorded,
corresponding asset retirement cost is recognigethaddition to mining interests and amortizedgighe unit of production method.
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The liability for each mine site is accreted oviene and the accretion charges are recognized a@saack cost in the Consolida
Statements of Operations and Comprehensive Losslidility is subject to reneasurement at each reporting date based on chin
discount rates and timing or amounts of the castset incurred. Changes in the liability, other tlzmeretion charges, relating to
rehabilitation and restoration obligations, whiak aot the result of current production of invegtcare added to or deducted from
carrying value of the related asset retirement icoste reporting period recognized. If the charggults in a reduction of the obligatior
excess of the carrying value of the related asgement cost, the excess balance is recognizadesovery through profit or loss in
period.

(b) Production Obligations

A provision for an obligation based on achievingafic production targets is recognized when the Comphaged on estimates
recoverable minerals and planned production inctiveent mine plan for each property, determinespttogluction target expected to
achieved.

Revenue and Accounts Receivable

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 whsugasive evidence exists, usually in the formroegecuted sales agreement, tha
significant risks and rewards of ownership havenbieansferred to the buyer, recovery of the consititen is probable, the associated costs
possible return of goods can be estimated relighBfre is no continuing management involvement withgoods, and the amount of reve
can be measured reliably. The timing of the trassdé risks and rewards varies depending on thiwithaal terms of the contract of sale.

Revenue from the sale of palladium andpsgduct metals from the LDI mine is provisionalgcognized based on quoted market prices
the delivery of concentrate to the smelter or desligd shipping point, which is when title transfargl significant rights and obligations
ownership pass. The Compasymelter contracts provide for final prices tadeéermined by quoted market prices in a period eisnt to th
date of concentrate delivery. Variations from thewsionally priced sales are recognized as revesmdjestments until final pricing
determined. Accounts receivable is recorded neestimated treatment and refining costs which atgest to final assay adjustmel
Subsequent adjustments to provisional pricing artsodoe to changes in metal prices and foreign exgdhare included in revenues on
Consolidated Statements of Operations and Compselehoss and disclosed in the notes to the cahesi@ld financial statements.

Interest expense and other costs and other income

Other income is comprised of interest income om&uimvested (including available-for-sale finan@astets), gains on the disposal of availabl
for-sale financial assets, gains on the renouncemeflow-through expenditures, changes in the fair valuéinaincial assets at fair val
through profit or loss, and gains on hedging instnts that are recognized in profit or loss. Irdeiecome is recognized as it accrues in
or loss, using the effective interest method.

Interest expense and other costs are comprisenterest expense on borrowings, accretion expemseinding of the discount on provisio
changes in the fair value of financial assets atvalue through profit or loss, impairment lossesognized on financial assets, losse
hedging instruments that are recognized in prafibes, and changes in the fair value of the palladwarrants. Borrowing costs that are
directly attributable to the acquisition, constrantor production of a qualifying asset are recagdiin profit or loss using the effective inte
method.

Foreign currency gains and losses are reportednat basis.
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Income and mining taxes

Income tax expense is comprised of current andrigafdax. Current tax and deferred tax are reca@ghim profit or loss except to the exi
that it relates to a business combination, or itesesgnized directly in equity or in other compnesige income.

Current tax is the expected tax payable or recégvab the taxable income or loss for the year,qisixx rates enacted or substantively en:
at the reporting date, and any adjustment to tgalga in respect of previous years.

Deferred tax is recognized in respect of tempodifferences between the carrying amounts of assadsliabilities for financial reportir
purposes and the amounts used for taxation purpbsésrred tax is not recognized for the followtegnporary differences:

0] the initial recognition of assets or liabilities & transaction that is not a business combinatih that affects neith
accounting nor taxable profit or los

(i)  temporary differences relating to investments insidiaries and jointly controlled entities to thaent that it is probable tr
they will not reverse in the foreseeable futured

(i)  temporary differences arising on the initial recitign of goodwill.

Deferred tax is measured at the tax rates thagxpected to be applied to temporary differencesrwthey reverse, based on the laws that
been enacted or substantively enacted by the regatate.

Deferred tax assets and liabilities are offsehdre is a legally enforceable right to offset cotriax liabilities and assets, and they rela
income or mining taxes levied by the same tax aitthon the same taxable entity, or on different ¢éatities, but they intend to settle curi
tax liabilities and assets on a net basis or tlagiassets and liabilities will be realized simnéausly.

A deferred tax asset is recognized for unuseddsasels, tax credits and deductible temporary diffegs, to the extent that it is probable
future taxable profits will be available againstigihthey can be utilized. Deferred tax assets ewewed at each reporting date and are rec
to the extent that it is no longer probable thatrlated tax benefit will be realized.

Basic and Diluted Earnings (Loss) Per Share

Basic earnings (loss) per common share (“ERS@omputed by dividing the income (loss) for thexipd by the weighted average numbe
common shares outstanding during the reportingpderi

Diluted EPS is computed using the treasury stocthatewhereby the weighted average number of staretanding is increased to inch
additional common shares from the assumed exeo€is®ck options, convertible debentures, palladisanrants and common share purcl
warrants, if dilutive. The number of additional cmion shares is calculated by assuming that outstgredjuity instruments were exercised
that proceeds from such exercises were used tdracghiares of common stock at the average marked during the reporting period. Th
common equivalent shares are not included in theulzdion of the weighted average number of shatgstanding for diluted loss per comn
share when the effect would be anti-dilutive.

For convertible financial instruments classifieddabt, the consolidated comprehensive net incooss)lis adjusted to reflect the profit or |
which would have been reported in the period if dedt instrument had been converted immediatethatbeginning of the period. The
adjustments to profit or loss and the equivalerirah realizable on conversion are not includedhéndiluted earnings per share calcule
when the effect would be anti-dilutive.

Flow-Through Shares

The Company finances a portion of its exploratiotivities through the issuance of flow-through €lsarOn the date of issuance of the flow
through shares, the premium relating to the progeedeived in excess of the closing market pricghef Companys common shares
allocated to liabilities.
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Under the terms of the flothrough common share issues, the tax attributéiseofelated expenditures are renounced to inveatadsdeferre
income tax expense and deferred tax liabilitiesimcesased by the estimated income tax benefitsureced by the Company to the invesi
The premium liability is reduced pro-rata basedtmactual amount of flowhrough eligible expenditures incurred during teparting perioc
The reduction to the premium is recognized thropigifit or loss as other income.

Segment Reporting

An operating segment is a component of the Complaatyengages in business activities from whichayrarn revenues and incur exper
including revenues and expenses that relate tedcions with any of the Company’s other componehlisoperating segmentgperating
results are reviewed regularly by the Compargkecutive team to make decisions about resotwdes allocated to the segment and asse
performance, and for which discrete financial infation is available.

Segment results that are reported to the exectgam include items directly attributable to a seghaes well as those that can be allocated
reasonable basis. Unallocated items comprise maiaiporate assets (primarily the Companyieadquarters), head office expenses
deferred tax assets and liabilities.

Segment capital expenditures are the total costsiied during the period to acquire property, pkm equipment, and goodwill.

Adoption of New Accounting Standards

The following new accounting standards have beepted by the Company.

IAS 1 Presentation of Financial Statements

This standard is amended to change the disclogutenas presented in other comprehensive incom&(" including a requirement
separate items presented in OCI into two groupedas whether or not they may be recycled to prafitoss in the future. Tl
amendment is effective for reporting years begigron or after July 1, 2012. This amendment didimgtact the consolidated financ
statements of the Company.

IAS 19 Employee Benefits

The standard is amended to reflect significant glkario recognition and measurement of defined bererision expense and termina
benefits, and provides expanded disclosure regeintsn The amendment is effective for annual perimatsnning on or after January
2013. This amendment did not impact the consoldifiteincial statements of the Company.

Scope of a Reporting Entity

The following IFRS standards are introduced and $&&hdards amended accordingly, effective for mampryears beginning on or af
January 1, 2013. These standards and amendmentetdidpact the Company’s consolidated financialeshents:

IFRS 10 Consolidated Financial Statements

This standard replaces the guidance on controlcandolidation in IAS 27, Consolidated and SepaFatancial Statements, a
SIC-12, Consolidation Special Purpose Entities. IFRS 10 changes theitiefirof control under IFRS so that the same dateire
applied to all entities to determine control.

IFRS 11 Joint Arrangements

This standard replaces IAS 31, Interests in Jogmtures. IFRS 11 reduces the types of joint arnaegés to two: joint ventures a
joint operations. IFRS 11 requires the use of gaaitounting for interests in joint ventures, ehating the existing policy choice
proportionate consolidation for jointly controlleshtities under IAS 31. Entities that participatejént operations will follov
accounting much like that for jointly controlledsats and jointly controlled operations under IAS 31
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IFRS 12 Disclosures of Interests in Other Entities

This standard sets out the disclosure requirenmfententities reporting under IFRS 10 and IFRS 1id seplaces the disclosi
requirements currently found in IAS 28, Investméntéssociates.

IAS 27 Consolidated and Separate Financial Statertseen

This standard is renamed “Separate Financial Statestand deals solely with separate financial statemémesguidance for whic
remains unchanged.

IFRS 13 Fair Value Measurement

The new standard provides a single source of ga@an how to measure fair value where its useréady required or permitted by ot
IFRS and enhances disclosure requirements fornrdtion about fair value measurements. The standagffective for reporting yee
beginning on or after January 1, 2013. Disclostegsired under IFRS 13 for consolidated finandialesnents have been included in |
16.

IFRIC 20—Stripping Costs in the Production Phase afSurface Mine

On October 20, 2011, the IASB issued a new intéafiom, IFRIC 20, to address accounting issuesrdigg waste removal costs incur
in surface mining activities during the productiphase of a mine, referred to as production strippiosts. The new interpretat
addresses the classification and measurement dfiption stripping costs as either inventory or darayible or intangible noourren
‘stripping activity asset’. The standard also pd®d guidance for the depreciation or amortizatiwhienpairment of such assets.

IFRIC 20 is effective for reporting years beginnimg or after January 1, 2013. The adoption of skasdard did not have any impaci
the consolidated financial statements of the Compan

New standards and interpretations not yet adopted

The following new standards, amendments to staisdand interpretations are not yet effective forybar ended December 31, 201
have otherwise not yet been adopted by the Compdry Company is evaluating the impact, if any, didopof the standards will ha
on the disclosures in the Company’s consolidateahitial statements:

IFRS 9 Financial Instruments: Classification and Ma&surement

In October 2010, the IASB issued IFRS 9 “Finandmdtruments"which will replace IAS 39, Financial Instrumentsed®gnition an
Measurement. The replacement standard has two negasnt categories: amortized cost and fair valulé.efuity instruments a
measured at fair value. A debt instrument is atréimes cost only if the entity is holding it to éett contractual cash flows and the ¢
flows represent principal and interest. Otherwisés at fair value through profit or loss. An upeao IFRS 9 includes guidance
financial liabilities and derecognition of finantiastruments.

In November 2013, the IASB issued a new generagdeatcounting standard, which forms part of IFRSrncial Instrument$2013)
The new standard includes a new general hedge mitcgustandard which will align hedge accountingrenelosely with ris
management. This standard does not fundamentadiygehthe types of hedging relationships or theirement to measure and recogi
ineffectiveness, however it will provide more hetyistrategies that are used for risk managemequadify for hedge accounting a
introduce more judgment to assess the effectiveokashedging relationship. The new mandatory ¢iffecdate is not yet determin
however early adoption is permitted. The Compamyrésently evaluating the impact of adopting thidional disclosure.

IAS 32 Financial Instruments: Presentation

This standard is amended to clarify requirementoftsetting of financial assets and financial ligies. The amendment is effective
annual periods beginning on or after January 1420he Company intends to adopt the IAS 32 amenthriarits consolidated financ
statements for the year commencing January 1, ZDid.Company does not expect the amendments to dnawaterial impact on tl
consolidated financial statements.
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IAS 36 Recoverable Amounts

This standard was amended in May 2013 to changealifaosure required when an impairment loss iogeized or reversed. T
amendments require the disclosure of the recovemablount of an asset or cash generating unit airtteean impairment loss has b
recognized or reversed and detailed disclosure oo kthe associated fair value less costs of dispbsal been determined. 1
amendments are effective for annual periods begiwoin or after January 1, 2014 with earlier adopiermitted. The Company
presently evaluating the impact of adopting thiditohal disclosure.

IFRIC 21 Accounting for Levies Imposed by Governnten

This interpretation provides guidance on the obiigpevent giving rise to a liability in connectiovith a levy imposed by a governme
and clarifies that the obligating event is the\attithat triggers the payment of the levy as idfead by the legislation. The interpretat
is effective for annual periods beginning on oeaflanuary 1, 2014. The Company is presently etratushe impact of adopting tt
interpretation.

4. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE

On March 22, 2013, the Company divested of itsr@gein its gold division through the disposal dfaf the shares of its whollgwnec
subsidiary, NAP Quebec. As a result, the Comparg fr@sented the consolidated financial statementsegregate the gold division
discontinued operations and related financial asaet liabilities held for sale from those balanoelsting to the Compang’ continuin
operations as at December 31, 2012 and for theg&siMarch 22, 2013.

Assets and liabilities held for sale

The carrying values of the major classes of asamtk liabilities included as part of NAP Quebec be tonsolidated balance sheet v
reclassified as assets and liabilities of a disipgsaup classified as held for sale. As at the assph date of March 22, 2013 and Decembe
2012 the balances reported consisted of the foligwi
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At March 22 At December 3
2013 2012
Assets of a disposal group classified as held faale
Cash and cash equivale $ 1,08/ $ 552
Taxes receivabl 5,02¢ 4,52
Inventories 4,007 7,257
Other current asse 1,68¢ 77C
Mining Interests 20,56 16,71:
$ 32,367 $ 29,81«
Liabilities of a disposal group classified as helébr sale
Accounts payable and accrued liabilit $ 7,00t $ 5,90¢
Obligations under finance leas 341 58
Asset retirement obligatic 6,154 6,10¢
$ 13,50( $ 12,072
Proceeds on disposal, ne
Cash $ 18,00( $ —
Equity-settled- note 71 1,41( —
Receivable inventory amour 1,801 —
Transaction costs related to s (815 —
$ 20,39¢ $ —
Gain on disposal of gold divisic $ 1,52 $ —

1 Maudore Minerals Ltd. issued 1.5 million of its coon shares“MAQ* on the TSXV) as consideration towards the purcipaise. See no
7.

In addition to the recognized proceeds, the saleeagent also includes a provision for future setiet of amounts relating to a portion of
gold contained in the liners at the Sleeping Grailt The valuation of the settlement amount is toogent upon future determination of g
content, pricing, and foreign exchange at the tiheeliners are changed. As a result, neither thgimgent asset nor any estimate of inc
related to this contract provision has been refldédh the consolidated financial statements. Howeanethe event that the liners have not
changed on or before May 22, 2014, the parties hgweed upon a settlement of $1.0 million.

On May 22, 2013, in accordance with contractuahtgethe Company elected to issue 203,800 commaeskhar the settlement of $0.3 milli
of transaction costs related to the sale of thd dalision.

Gold assets impairment charge

At December 31, 2012, the Company tested the guldiah for impairment using the fair value of thepected purchase consideration less
to sell as the recoverable amount. In performirggithpairment test, the Company concluded that ¢eewerable amount of the gold divis
was lower than the carrying value. As a result, @@mpany has recognized an impairment loss of $5@illlon for the year ende
December 31, 2012. Refer to note 8 for details.
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Net loss from discontinued operations

Loss and comprehensive loss related to NAP Quebge been segregated from continuing operationss frmsn discontinued operatic
consists of the following:

Note 2013 2012
Revenue $ 22t $ 3,004
Mining operating expenst

Production costs (recover (292) 2,15z
Smelting, refining and freight cos — 16
Depreciation and amortizatic 10 19¢
Gold assets impairment char — 56,02
Gain on disposal of equipme — (43E)
Gold mine closure, care and maintenance ¢ — 1,46:
Total mining operating expens (282) 59,41¢
Income (loss) from mining operations 507 (56,41%)
Other expenses

Exploration 151 2,76¢
General and administratic (34 62
Other income (18) (37
Interest expense and other cc 24 13C
Total other expense 12Z 2,92:
Income (loss) before taxe 384 (59,339
Income and mining tax recove 22 59€ 4,704
Income (loss) and comprehensive income (loss) fdre period before disposa $ 98C $(54,63¢)
Gain on disposal of gold division 1,52¢

Income (loss) and comprehensive income (loss) fdret year $2,50¢ $(54,639)

Cash flows from discontinued operations

Cash flows related to NAP Quebec have been segeédadm continuing operations. Net cash flows pied by (used in) discontinu
operations consist of the following:

2013 2012

Cash flow provided by (used in):

Operations $ 6,13 $ (7,817
Financing 301 (260
Investing 14,23¢ (23,399
Net cash provided by (used in) discontinued opena $20,67: $(31,377)
Opening cash held by discontinued operat 553 71
Closing cash held by discontinued operati (1,089 (559
Net change in cash attributable to discontinuedaifmns $20,14: $(31,859)
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5. ACCOUNTS RECEIVABLE

Accounts receivable consist of the following:

At December 3. At December 3
2013 2012
Accounts receivable $ 38,36+ $ 53,92:
Unrealized gain on financial contral 19z
Accounts receivabl $ 38,55¢ $ 53,92:

1 As at December 31, 2013, a total of 31,000 ounégmst palladium production delivered and sold teraelter, was priced using forwz
prices for the month of final settlement at an ager price of $768 per ounce of palladium (Decen8fr2012— 55,000 ounces of p:
palladium production at an average price of $640 pence). Refer to note 1

Accounts receivable represents the value of atimlen group metals (“PGMs”), gold and certain basetals contained in LD$' concentra
shipped for smelting and refining, using the Decen8i, 2013 forward metal prices and foreign exgearates applicable for the montf
final settlement, and for which significant risksdarewards have transferred to third parties.

All of the accounts receivable are due from twot@oeers at December 31, 2013 (December 31, 2GhPee customers). A reserve for douk
accounts has not been established, as in the opiafimanagement, the amount due will be fully aie. The Company is not economic
dependent on its customers, refer to note 16.

First priority security of accounts receivable andentories of concentrate, crushed and brokenaackesecond priority security on the fi;
assets have been pledged as security against ia fa@lity with a Canadian chartered bank, whiclatares July 4, 2014, and which is tc
used for working capital liquidity and general corte purposes. The maximum that can be utilizedeuthe facility is the lesser of $
million and an amount determined by a borrowingebealculation. At December 31, 2013, $31.2 milweas borrowed under the facility. T
credit facility contains certain financial covenginas defined in the agreement, including senidit de earnings before interest, ta:
depreciation and amortization ratios, which areeaffe in the fourth quarter of 2014, and adjustedent ratio requirements, minim
tangible net worth requirements and capital exgeanglilimits which became effective June 7, 2013alvhif not met, would result in an ev
of default. The loan also includes certain otheretrants, including material adverse change pravisend crosslefault provisions with tt
senior secured term loan (note 25). Certain evaindefault result in the credit facility becomingmediately due, while other events of del
entitle the lender to demand repayment. As of Déeerl, 2013, an event of default had occurred lvhias subsequently waived (see
25).

On January 28, 2014, the Company obtained a wéiger the lender regarding the credit facility eveftdefault and current ratio coven
violations, and the event of default has been cured

Under the credit facility, as of December 31, 20h& Company utilized US$14.4 million for lettefscoedit, primarily for reclamation depos
and has drawn down US$16.8 million ($17.8 millioburing the year ended December 31, 2013, net US#illion ($0.2 million) was draw
down.

6. INVENTORIES

Inventories consist of the following:

At December 3. At December 3

2013 2012
Suppliest $ 10,32( $ 10,63
Concentrate inventort 2,157 1,587
Crushed and broken ore stockpil-2 1,762 3,16¢
Total $ 14,23¢ $ 15,38¢
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1 This portion of inventories has been pledged aarigzaon the Compar's credit facility. Refer to note
2 Crushed and broken ore stockpiles represent coams¢hat has been extracted from the mine andaslable for further processing

At December 31, 2013, supplies inventory is caraedost while the concentrate inventory and crdsimred broken ore stockpile invento
have been written down in the amount of $631 artlrd4pectively to reflect net realizable value. Blagregate writelown of $675 has be
recorded as an inventory pricing adjustment at Béxer 31, 2013. All inventory amounts are carriedast for the year ended Decembel
2012.

Supplies inventory of $27,150 were recognized asx@ense during the year ended December 31, 2012{2$27,604).

7. OTHER ASSETS
Other assets consist of the following:

At December 3: At December 3
2013 2012
Prepaids $ 1,30¢ $ 1,37¢
HST receivable 5,50¢ 7,06t
Investments 15C —
Other 8 8
$ 6,96¢ $ 8,44¢

1 On March 22, 2013, the Company sold its investnmeNAP Quebec. A portion of the proceeds on tile svas equitysettled by th
purchaser. Refer to note 4. For investments in ebaf unrelated publicly listed companies, for wahgtich holdings do not constitut
significant influence, the Company has electeddssify the investments as held-foading for accounting purposes. Such investmerd
stated at fair value through profit or loss based the closing market price of the invesgeedbmmon stock on the last trading day o
before the Compang’reporting date. Any gain or loss in the valuetls# investments is recognized in the consolidataterments «
operations and comprehensive loss. The fair valtighe investments at initial recognition was $1.4liom and was $0.2million
December 31, 201
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8. MINING INTERESTS

Mining interests are comprised of the following:

Cost or deemed cos

Balance at January 1, 20

Additions of physical asse- continuing operation

Additions of physical asse- discontinued operatior

Revaluation of ARO asse- continuing operation

Revaluation of ARO asse- discontinued operatior

Capitalization of borrowing cos

Reclassification of costs for finance leases matum the
year

Other reclassification- discontinued operatior

Disposals continuing operation

Transfer of disposal group classified as held &be

Balance at December 31, 2012

Balance at January 1, 20

Additions of physical asse- continuing operation

Revaluation of ARO asse- continuing operation

Capitalization of borrowing cos

Reclassification of costs for finance leases matum the
year

Disposals continuing operation

Balance at December 31, 2013

O

North American Palladium Ltd.

Mining
leases and
Underground Equipment claims,
royalty
mine under interest, and Exploration
Plant and development finance
equipment 1 lease? developmen properties Total
$51,060 $ 21848 $ 7,38« $ 14,10¢ $ 50,38( $341,42:
12,61 131,58 12,50: 1,64¢ — 158,34.
381 68 66¢ — 26,95¢ 28,07
1,04 — — — — 1,04
48: — — — — 487
— 7,99¢ — — — 7,99¢
— (361) 40¢ — — 47
36° — (60) — (299 1C
(4,297 (12,65¢) (500) — — (17,44¢)
(13,04 (45,926) (909) (1,000 (77,047 (137,929
$48,61: $ 299,190 $ 19,49 $ 14750 $ — $ 382,05:
$48,61: $ 299,190 $ 19,49¢ $ 14,75¢ $ — $ 382,05:
21,74¢ 91,40: 2,84 — — 115,98¢
(1,87%) — — — — (1,87%)
— 28,59¢ — — — 28,59t
6,23¢ (3,31)) (2,927) — — —
(89E) — (3,741) — — (4,636)
$7382. $ 41587¢ $ 1567( $ 14,75 $ = $ 520,12:
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Mining
leases and
Underground Equipment claims,
royalty
mine under interest, and Exploration
Plant and development finance
equipment 1 lease? developmen properties Total
Depreciation and impairment losse:
Balance at January 1, 20 $1484¢ $ 5458 $ 124¢ $ 291C $ 1167: $ 85,26
Depreciation for the ye« continuing operation 3,40¢ 13,16( 2,85¢ 1,06¢ — 20,48:
Depreciation for the ye« discontinued operatior 16C 22 17 — — 19¢
Impairment los< discontinued operatior — — — — 56,02 56,02
Reclassification of costs for finance leases matum the
year — 18 (18 — — —
Other reclassification- discontinued operatior 11 — (60) 60 54 65
Disposals continuing operation (257 (1,936 (77) — — (2,259
Transfer of disposal group classified as held &be (6,887%) (45,539 (42) (1,000 (67,750  (121,21)
Balance at December 31, 201 $11,28¢ $ 2031 $ 3,926 $ 3,03 $ — $ 38,56
Balance at January 1, 20 $1128 $ 20,31C $ 3926 $ 303 $ — $ 38,56
Depreciation for the ye« continuing operation 5,10( 17,72¢ 1,92¢ 96¢ — 25,71¢
Reclassification of costs for finance leases magum the
year 1,35¢ 94 (1,459 — — —

Disposals continuing operation (10¢) — (28¢) — — (396
Balance at December 31, 201 $1764 $ 3813( $ 4111 $ 4,00 $ o $ 63,88
Carrying amounts
As at December 31, 20: $37,32: $ 278,88 $ 1556¢ $ 11,71¢ $ — $ 343,49:
As at December 31, 201 $56,18. $ 377,74 $ 1155¢ $ 10,75 $ — $ 456,23¢

1 For year ended December 31, 2013, $19.6 million1?—$8.0 million) of interest costs on lotgrm debt was capitalized to min
interests. During the year, the Company revisece#timated timing of cash flows related to the @esecured term loan, resulting in
additional $9.0 million of borrowing costs which ieecapitalized to underground mine developm

2 |n 2012, the Company established a $15.0 milli@séefacility to fund equipment for the LDl mine @&xgion, of which $14.1 million ($¢
million, net of repayments) had been utilized aBetember 31, 2012 for finance leases. The Comeatgyed into this leasing arrangem
by way of a saléeaseback as the equipment had been previoushhased. As the equipment had a net book value o5 $iillion, the ne
amount of $0.8 million has been included in Obiigas under finance leases, to be amortized overStlyear lease term as a credi
Depreciation and amortization. Refer to note
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Gold assets impairment charge

At December 31, 2012, the Company tested the guldian for impairment using the fair value of thepected purchase consideration less
to sell as the recoverable amount. In performirggithpairment test, the Company concluded that ¢eewerable amount of the gold divis
was lower than the carrying value. As a result, @@mpany has recognized an impairment loss of $BGllon for the year ende
December 31, 2012. Refer to note 4 for details.

Asset restrictions and contractual commitments

The Companys assets are subject to certain restrictions tnditd property, plant and equipment. Certain asset pledged as security
credit agreement arrangements and senior securddrie See notes 5, 13 and 21.

9. ASSET RETIREMENT OBLIGATIONS AND RECLAMATION DEP OSITS

At December 31, 2013, the changes in asset retirteaml the related mine restoration deposit afelksvs:

Asset retirement obligatio’* ARO”), beginning of yea— Continuing Operation $15,21¢
Change in discount rate and estimated closure ¢osts 8) (1,879
Accretion expens 30z
Asset retirement obligation, end of y« continuing operation $13,63¢
Expectec
Undiscountec
timing of Asset Mine
retirement closure plan Letter of asset
cash credit retirement
Property flows obligation requirement outstanding obligation
Continuing Operations:
LDI mine1 202 $1363¢ $ 14,058 $ 14,058 $ 18,93
1 Including a letter of credit for Shebandowan Wesigrt, the total letters of credit outstanding &#4.4 million.
Asset retirement obligations were comprised offtlewing as at December 31, 2012:
Expectec
Undiscountec
timing of Asset Mine
retirement closure plan Letter of asset
cash credit retirement
Property flows obligation requirement outstanding obligation
Continuing Operations:
LDI mine 202C $1521¢. $ 14,05 $ 1405 $ 17,33
Discontinued Operations:
Sleeping Giant mill.2 2021 $ 498: $ 192t $ 188 % 5,80:
Sleeping Giant min.2 201: 66¢ — — 66€
Vezza gold miné.2 2021 45k — — 533
$ 6108 $ 192 $ 188 $ 7,004

1 The asset retirement obligations relating to disewred operations have been reclassified as helgdte at December 31, 2012. Refe

Note 4.

2 The mine closure plan requirement and the lettecretlit outstanding for the Sleeping Giant mill wénclusive of the requirements for
Sleeping Giant mine and the Vezza gold mine. liredud letter of credit for Shebandown West projéue, total letters of credit outstandi

were $16.3 million
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The key assumptions applied for determination efARO obligation are as follows as at:

At December 3: At December 3
2013 2012

Continuing Operations:

Inflation 2.0(% 2.0(%

Market risk 5.0(% 5.0(%

Discount rate _ 20"% 16
Discontinued Operations? :

Inflation 2.0(%

Market risk 5.0(%

Discount rate 1.71%

1 Comparative data for the key assumptions appli¢ddecember 31, 2012, relating to discontinued opiers is provided for informatic
purposes

The asset retirement obligation may change malet@sed on future changes in operations, coste@amation and closure activities, .
regulatory requirements. During the year, the neiosure obligations were revised to reflect the @any’s most current closure cost estime
expected mine lives and market rate assumptions.

10. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities are cosegriof:

At December 3: At December 3

2013 2012
Accounts payable and accrued liabilities $ 48,79 $ 55,23¢
Unrealized loss on financial contra? — 3,23¢
Accounts payable and accrued liabilit $ 48,79’ $ 58,474

1 As at December 31, 2013, a total of 31,000 ounégmst palladium production that had been deliveaed sold to a smelter, was pric
using forward prices for the month of final setttathat an average price of $768 per ounce (Decer8tier2012 55,000 ounces at :
average price of $640 per ounce). An unrealizedh @di$0.2 million has been recorded in accountenegble at December 31, 2013. R

to notes 5 and 1¢

11. 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 deunf finance lease agreements. Some leases prthedCompany with the option
purchase the equipment at a beneficial price. €asdd equipment secures the lease obligationsndthearrying amount of leased plant
equipment at each reporting date is summarizecie B under the category of equipment under findemses.
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The following is a schedule of future minimum legseyments under finance leases together with teeept value of the net minimi
lease payments at each reporting date:

December 31, 201 December 31, 201

Present Present
Future value of Future value of
minimum minimum minimum minimum

lease lease lease lease
payments Interest payments payment: Interest payment:
Less than one year $ 354 $ 554 $ 298 $437¢ $ 657 $ 3,711
Between one and five yee 9,41¢ 674 8,744 10,96 1,00i 9,95¢
$12,96( $1,22¢ $11,73: $15,337 $1,66¢ $13,67:
Less current portio 2,98¢ 3,715
$ 8,74« $ 9,95¢

OPERATING LEASES

The Company, from time to time, enters into leasaingangements for production and other equipmedeua number of operating lea:
These leases are generally sherty in nature and subject to cancellation claushe.Company periodically reviews the nature obéhkease
to identify if there have been any significant ofpas to the terms and use of the items under opgrkgtase which would require reclassifica
as a finance lease. Such changes are consideiredidate a renewal of the lease terms and thegsifileation is applied prospectively from
date the revised lease terms become effective.

The following schedule provides the future minimlgase payments under noancellable operating leases outstanding at eattteatportin
dates:

At December 3: At December 3
2013 2012
Less than one year $ 1,892 $ 2,761
Between one and five yee 2,54¢ 3,96(
More than five year 11 —
$ 4,44¢ $ 6,721

The total minimum lease payments recognized in es@euring each of the stated year end periodasai@lows:

December 3: December 3
2013 2012
Minimum lease payments expensed $ 2,507 $ 1,48t

12. PROVISIONS

In conjunction with the acquisition of Cadiscor Reces Inc. in 2009, the Company assumed an otldigat the amount of $1.0 millio
payable in cash or by the issuance of common sludite® Company, upon achieving a specified prddodiarget of 300,000 milled tonnes
ore at its Sleeping Giant mill. Based on productiesults, the Company achieved the production targehe last quarter of 2012 w
settlement occurring on March 8, 2013 through #iseance of 709,220 common shares of the Company.
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13. LONG-TERM DEBT

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

At December 3: At December 3
2013 2012

Senior secured term loan $ 173,65t $ —
Senior secured nott — 67,21
Convertible debenture 35,86¢ 34,42:

$ 209,52 $ 101,63
Less current portio 173,65t —

$ 35,86 $ 101,63

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. (“Brookfielgl”
which bears interest at 15% per annum and is doe du2017. The loan is secured by first prioriggigity on the fixed assets and sec
priority security on accounts receivable and ineentNAP has the option to accrue interest duriregfirst two years of the loan; in which c:
the interest rate on the loan and accrued intevestd increase by 4%. The loan contains covenastgjefined in the agreement, incluc
senior debt to earnings before interest, taxesredégition and amortization ratios, which are effectin the fourth quarter of 2014, ¢
minimum tangible net worth requirements and cagtgdenditure limits which became effective Jun2(13 which, if not met, would result
an event of default.

At closing, the Company exercised an option to dafeommitment fee of US$3.9 million for a periobup to two years. As a result, -
balance of the commitment fee was added to theipahoutstanding with interest on the outstandesycompounding monthly until repaid.

In addition to the term loan and the commitmentifeduded in the principal, the loan agreement alstuded provision for the payment of
exit fee equal to 5% of term loan principal setiens at the time of repayment.

On November 29, 2013, the Company amended its UB#fifion senior secured term loan with Brookfie&sulting in an additional advar
of US$21.4 million of cash. The cash received cstesof an additional US$15 million added to thesemg facility and a refund of US$¢
million of cash interest previously paid to BroaK€l.

Pursuant to the amendment, the interest rate veadcrtdated as if NAP had elected to accrue intesaghe loan from the date of the origl
closing on June 7, 2013, resulting in a 4% incredse interest rate from 15% to 19% until the @amy reverts to cash interest payme
After the Company reverts to cash interest paymamis$ upon payment of interest and fees which baea deferred, the interest rate returi
15% per annum on the principal amount outstandling exit fee contained in the original loan waslaepd by an amendment fee anc
interest accrued up to and including December 31,32was capitalized to principal along with the adment and commitment fe
Prepayment of any principal (including capitalizaeterest and fees) is subject to a prepayment figevaluntary prepayment conditions.
addition to the breaches of the financial covenathis loan also includes certain other events éude including material adverse chang
limits on liens, additional debt, payments and swefault provisions. Certain events of default regulthe loan becoming immediately d
together with the prepayment fee and penalty istes€5% above the applicable rate while unpaid, @her events of default entitle the ler
to demand repayment of the loan together with tepgyment fee and penalty interest.

The amendment resulted in an increase of the US$I8Blion principal of the loan at November 29,130for capitalized interest of US$1
million, an additional loan of US$15.0 million, arminendment fee of US$8.1 million for a total rediggrincipal of US$169.7 milliol
Capitalized borrowing costs, due to the changesiimated timing of cash flows, were increased by $8illion. Refer to note 8.
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The loan is measured at amortized cost. Interesheroan was originally recorded at an effectinteiiest rate of 16.7%. As a result of
amendment to the term loan agreement, the amerffiadivee interest rate was adjusted to 18.0%.

The loan amendment also included modifications Xistag covenants. At December 31, 2013, the Compaas in violation of certa
covenants for which a waiver was not obtained ftbmlender until subsequent to the yead reporting date. As a result, in accordance
IFRS, the full balance of the loan has been reifiadsas a current liability as at December 31,2@Refer to the subsequent events disclo:
in note 25.

On January 28, 2014, the Company obtained a wéiwer the lender regarding the secured term loamteoedefault covenant violation, a
the event of default has been cured.

Senior secured notes

During the fourth quarter of 2011, the Company éss§72.0 million of senior secured notes by wax gfivate placement for net proceed
$69.6 million. The notes, which were due to matmeOctober 4, 2014, with a one year extensionebftion of the Company, were issue
$1,000 denominations and bore interest at a raf25% per year, payable searnually, with 1 palladium warrant attached forte&d,00!
note. The debt was carried at amortized cost umingffective interest rate of 13% for accountingopses.

On June 7, 2013, the debt component of the seatursd notes was fully repaid using the proceests the senior secured term loan. The
payment amounted to $80.5 million and includedemstnt of the principal outstanding of $72.0 milli@ccrued interest of $1.3 million, ar
redemption premium of $7.2 million. The repaymesguited in the recognition of a loss on extinguightrof $11.0 million.

The palladium warrants originally issued with tlemier secured notes were not settled. A total 0@ warrants were issued which entitle
holders to purchase 0.35 ounces of palladium atrehpse price of US$620 per ounce (the “StrikeePyi@anytime up to October 4, 2014
exercised, the Company will pay the warrant holteamount equal to the average of the U.S dolldagiam afternoon fixing price per our
on the London Platinum and Palladium Market for tive trading days prior to the exercise date lesesStrike Price, multiplied by 0.35. 1
Company has the option, subject to certain conditido pay the amount owing in common shares prated 7% discount to the volu
weighted average price on the Toronto Stock Exchdogthe five trading days prior to the date oéise.

During June 2013, a total of 13,000 palladium watsavere exercised, resulting in a settlement payaf$0.6 million. The Company elec
to apply the equitysettlement option, resulting in the issuance of, 53§ common shares. In July 2013, an additiondlQtypalladium warran
were exercised resulting in a $1.7 million cashiesetent.

The derivatives relating to the outstanding palladiwarrants are recorded at fair value throughipif loss at each reporting date.
December 31, 2013 and December 31, 2012, the adistapalladium warrants and related options wedeead using a binomial model wh
included the following key assumptions:

December 3: December 3
2013 2012
Market price of palladium $ 711 $ 69¢
Strike price $ 62C $ 62C
Volatility 1 21% 30%
Risk free rate 1.13% 1.1%%
Expected life (in years 0.7¢ 1.7¢

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

The value of the derivative liability is $0.5 mdh at December 31, 2013 ($4.0 million — Decembe2812).
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Convertible Debentures

On July 31, 2012, the Company completed an offecing3,000 convertible unsecured subordinated debes of the Company at a price
$1,000 per debenture, for total gross proceed€8f0million ($40.8 million net proceeds). The defoees mature on September 30, 2017
bear interest at a rate of 6.15% per year, payséeiannually. At the option of the holder, the debeasumay be converted into comn
shares of the Company at any time prior to matait conversion price of $2.90 per common share.

The convertible debentures are compound finano&iments, consisting of the debt instrument &edetquity conversion feature. The ¢
instrument was valued at amortized cost using tleetive interest rate method at a discount rat&5%. The excess of the proceeds of §
million over the value assigned to the debt insentrwas allocated as the fair value of the equitymgonent of the convertible debentu
Transaction costs were netted against the debtument and equity component based on therat@-allocation of the fair value of e:
instrument at initial recognition.

Of the net proceeds of $40.8 million, $33.9 millibas been allocated to loterm debt, and the remaining portion of $6.9 millivas bee
allocated to the equity component of the convestid®bentures at the time of issuance.

14. RELATED PARTY TRANSACTIONS
Transactions with key management personnel
Key management personnel compensat

The Company provides naash benefits to directors and executive officar&l contributes to a defined contribution plan logirt behalf il
addition to regular salaried amounts. In accordamite the terms of the Corporate Stock Option pldinectors and executive officers
entitled to receive stock-based compensation cemamal basis through participation in the Compsarmybup registered retirement savings
and through incentives issued under the Compamyisocate stock option and restricted share uniipl&efer to note 15.

Summary of key management personnel compensa

December 3: December 3

2013 2012
Short-term employee benefits $ 2,207 $ 2,41:
Post employment benefi 85 93
Sharebased paymen 1,53¢ 371
$ 3,83 $ 2,88
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15. SHAREHOLDERS' EQUITY
(a) Authorized and Issued Capital Stock
The authorized capital stock of the Company cossisain unlimited number of common shares.

(b) Group Registered Retirement Savings Plan

The Company has a group registered retirement gayitan, in which eligible employees can particgatat their option. Union employees
entitled to an employer contribution of either: $4)00 for each $1.00 contribution up to a maximafi3% of base salary for employees \
have been employed for 8 months (maximum $2,500 per year); or (b) $2d0efach $1.00 contribution up to a maximum of 100bast
salary for employees who have been employed fatgrehan 18 months (maximum $5,000 per year). uon employees are entitled to
employer contribution equal to 3% of base salatysphn employer matching contribution of up to a mmaxn of 2% of base salary |
employees who have been employed for greater tBatda9s. The Company contributions are made eitherash or treasury shares of
Company on a quarterly basis. The maximum numbe&oofmon shares available for grant shall not ex@&e€0,000 common shares of
Company. If the matching contribution is made #&aBury shares, the price per share issued is dag Solume weighted average trading f
of the common shares on the Toronto Stock Exchéig#X") preceding the end of the quarter. During the yeded December 31, 2013,
Company contributed 1,235,996 shares with a fdinevaf $1.4 million, which was equal to the marketue of the shares on the contribu
date (2012 — 551,401 shares with a fair value d #iillion).

(c) Flow-through share offerings

On June 7, 2013, the Company entered into a sypliscriagreement in respect of a fully subscribadge placement of flovthrough share
for aggregate gross proceeds to the Company obaippately $20 million, with the intention to isstleese shares in two tranches, in each
at a 2% premium to the relevant market price (aefias the simple average of the five daily VWAPg$henTSX for the five trading day peri
ending on the fourth trading day prior to each¢haais closing date).

On June 19, 2013, the Company completed the fasthe with the issuance of 8,668,009 flihwweugh common shares at a price of $1.15!
share for net proceeds of $9.6 million. The Compaay required to spend the gross proceeds of $iillion on eligible exploration and mi
development expenditures, which are expected t@heunced to investors for the 2013 tax year. ABeatember 31, 2013, $10.0 million v
spent.

On July 23, 2013, the Company completed the setranghe with the issuance of 8,590,328 flinweugh common shares at a price of $1
per share for net proceeds of $9.3 million. The @Gany was required to spend the gross proceedsd $iillion on eligible exploration ai
mine development expenditures, which are expectd renounced to investors for the 2013 tax yesmat December 31, 2013, $10.0 mill
was spent.

In November 2012, the Company issued 2,425,000-fltomugh common shares at a price of $1.65 per dbamet proceeds of $3.6 millic
The Company was required to spend the gross precefefid.0 million on eligible exploration and midevelopment expenditures, wh
expenditures were renounced to investors for tHE22@x year. As at December 31, 2012, $1.9 millias spent, and the remaining 4
million was spent by March 31, 2013.

On April 30, 2012, the Company issued 11,300,00@through common shares at a price of $3.10 per gbareet proceeds of $32.8 millic
The Company was required to spend the gross precafefi35.0 million on eligible exploration and midevelopment expenditures, wh
expenditures were renounced to investors for tHe 28x year. As at December 31, 2012, $35.0 milias spent.
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(d) Corporate Stock Option Plan

The Company has a Corporate Stock Option Plan “@en”), under which eligible directors, officers, employessd consultants of t
Company may receive options to acquire common shdree Plan is administered by the Board of Dinetavhich will determine aft
considering recommendations made by the Compens@tonmittee, the number of options to be issuesl gttercise price (which is thedy
volume weighted average trading price of the comsiweres on the TSX on the trading day prior togtant date), expiration dates of e
option, the extent to which each option is exetdisgprovided that the term of an option shall eeteed 10 years from the date of grant
well as establishing the time period should theome cease to be an “Eligible Persas’set forth in the conditions of the Plan. Onedthil
options granted vest on each of the first threevansary dates of the date of grant.

The maximum number of common shares available fantgshall not exceed 8,000,000 common shareseo€timpany. As at December
2013, 6,240,779 options (December 31, 2012 — 508419ptions) were available to be granted undePths.

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

December 31, 201 December 31, 201
Weighted Weighte(
Average Average
Exercise Exercise
Options Price Options Price
Outstanding, beginning of year 4,207,24! $ 3.6¢ 3,644,58 $ 4.4:
Grantec 2,473,38 $ 1.07 1,772,001 $ 2.82
Cancelled/forfeitec (3,286,66)) $ 3.5¢ (720,000) $ 4.3¢
Expired (34,750 $ 3.8¢ (489,339 $ 5.14
Outstanding, end of ye. 3,359,22. $ 1.91 4,207,24! $ 3.6¢
Options exercisable at end of yi 822,50¢ $ 4.0% 2,335,59. $ 3.8¢

No options were exercised during the year endeeébber 31, 2013 or during the year ended Decemhet(3D.

The following table summarizes information abow @ompany’s stock options outstanding at DecembgP@13:

Options

Average Options Exercisable a

remaining Outstanding at
contractual December 31

December 31,

Exercise price rang life (years) 2013 2013

$1.00-2.50 6.2¢€ 2,388,38 5,00(
$2.51-3.00 3.0¢ 220,00: 80,00¢
$3.01-6.00 3.8t 548,33¢ 548,33:
$6.01-8.87 1.92 202,50( 189,17(
5.4( 3,359,22: 822,50t
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The fair value of options granted during the yaadleal December 31, 2013 and the year ended Dec&hp@012 have been estimated a
date of grant using the Black Scholes option pgeimodel with the following weighted average assuomst

December 3: December 3
2013 2012

Awards granted 2,473,38 1,772,00
Weighted average fair value of awa $ 0.5t $ 1.24
Pre-vest forfeiture rat: 25% 13%
Grant price $ 1.07 $ 2.82
Market price $ 1.07 $ 2.5
Volatility 1 64% 65%
Risk free rate 1.51% 1.25%
Dividend yield 0% 0%
Expected life (in years 4.2 4.4

1 Expected volatility is estimated by consideringdris average share price volatility based on themge expected life of the optio

(e) Reconciliation of the diluted number of sharesutstanding:

December 31 December 3:
2013 2012
Net loss available to common shareholc $ 46,18¢ $ 66,03’
Effect of dilutive securitie 1,07t 1,015
Adjusted net loss available to common sharehol $ 47,26 $ 67,054
Weighted average number of shares outstar 187,150,36 170,960,77
Effect of dilutive securitie 25,96( 23,00(
Weighted average diluted number of shares outgig! 187,176,32 170,983,77
Diluted net loss per sha $ 0.2t $ 0.3¢

On July 31, 2012, the Company completed an offedhgonvertible debentures. The calculation of Weighted average number of sh:
outstanding and the net profit or net loss to comrebareholders will be impacted in future periog®nuthe assumed conversion of
convertible debentures. Refer to note 13.

For the years ended December 31, 2013 and Dece&thb2012, the effect of dilutive securities relateshe potential conversion of outstanc
palladium warrants. The dilutive effects of the werible debentures and stock options have not be#aded in the determination of dilui
loss per share because to do so would be antiwailut

(f) Other Stock-Based Compensation — Restricted ShaaUnit Plan

The Company has a Restricted Share Unit Plan (“R&bder which eligible directors, officers and keypoyees of the Company are enti
to receive awards of restricted share units. Easlkricted share unit is equivalent in value to fidie market value of a common share of
Company on the date of the award and a corresponidibility is established on the balance sheet R$U is administered by the Boarc
Directors, which will determine after considerirecommendations made by the Compensation Committeewumber and timing of restric
share units to be awarded and their vesting perimatsto exceed three years. The value of eachdaisatharged to compensation expense
the period of vesting. At each reporting date, ¢thenpensation expense and liability are adjusteckfiect the changes in market value
the liability based on the fair values of RSU’s &arch vesting period determined using the Blaclelesimodel.

As at December 31, 2013, 708,609 (December 31, 2@B7,871) restricted share units had been grantédvane outstanding at an aggre
value of $0.5 million (December 31, 2012 — $0.3lioil).
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(g) Summary of Share-based compensation and empla@/benefits
The following table details the components of sHaeed compensation expense relating to contimpegations:

Year endec Year ende

December Decembe

31, 2013 31, 2012

Registered retirement savings plan $ 1,38¢ $ 1,07¢
Common share stock optio 37 1,204
Restricted share uni 19€ 82
$ 1,61% $ 2,35¢

16. FINANCIAL INSTRUMENTS

The Company has exposure to the following riskenfits use of financial instruments: credit risk,rke&t risk, currency risk, interest rate ri
commodity price risk and liquidity risk.

Credit Risk
Credit risk is the risk of financial loss to the r@pany if a customer or counterparty to a finanaiakrument fails to meet its contract
obligations. The Company limits credit risk by eirtg into business arrangements with high-qualdyrterparties.

The Companys exposure arises from its cash and cash equigaletitounts receivable and HST receivable. The @agnmvests its cash a
cash equivalents primarily with major Canadian lsam@kd sells its product to large international cami@s with strong credit ratin
Historically, the Company has not experienced asgés related to individual customers or HST redsé:

The carrying amount of financial assets represdetsnaximum credit exposure. The maximum exposuopeddit risk at the reporting date w

At December 3: At December 3

2013 2012
Cash and cash equivalents $ 9,79: $ 20,16¢
Accounts receivabl 38,55¢ 53,92:
HST receivable 5,50¢ 7,072
$ 53,85: $ 81,16:

Market Risk

Market risk is the risk that the fair value or frtgwcash flows of a financial instrument will fluete because of changes in market prices. M
risk is comprised of currency, interest rate, amehimodity price risks.

Currency risk

Currency risk is the risk that the fair value otuie cash flows of a financial instrument will ftuate because of changes in foreign exch
rates. Currency risk is related to the portionh&f Companys business transactions denominated in currentiies than Canadian dollars. 1
Company is exposed to fluctuations in exchanges rdite to revenues, certain of its laiegm debt and foreign based suppliers being inda
currencies. The Company’s primary exposure is bagmth the movements of the US dollar against thea@ian dollar. The Compary’
foreign exchange risk management includes, frone timtime, the use of foreign currency forward cacts to fix exchange rates on cer
foreign currency exposures.
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For the Compang foreign exchange transactions, fluctuations m hspective exchange rates relative to the Camatbéar will creat
volatility in the Company’s cash flows and the rapd amounts for revenue, operating costs, andoegbn costs on a year-te@ar basi:
Additional earnings volatility arises from the tedation of monetary assets and liabilities denoteitian currencies other than Canadian dc
at the rates of exchange at each balance sheetltdaienpact of which is reported as a separatepoom@nt of revenue or foreign exchange
or loss in the consolidated statements of opersitiod comprehensive loss.

The Company is exposed to the following currensk tn cash, accounts receivable, accounts payatllbarowings at December 31, 2013.

Us$
Cash $ 4,05t
Accounts receivabl 13,56¢
Accounts payable and accrued liabilit (3,697
Current portion of lon-term debt (163,219
$(149,28¢)

A 1% strengthening or weakening of the Canadiatadalyainst the US dollar, assuming that all otlarables remained the same, would t
resulted in a $1.5 million decrease or increasspeaetively, in the Company’statement of loss and comprehensive loss foy¢he ende
December 31, 2013.

The Companys revenue is affected by currency exchange rateh, that a weakening in the Canadian dollar redatiivihe US dollar will rest
in additional revenues and a strengthening in thea@ian dollar will result in reduced revenues.

Interest rate risk

Interest rate risk is the risk that the fair vatuefuture cash flows of a financial instrument Villctuate because of changes in market int
rates. The Company does not enter into derivaiivantial instruments for speculative purposes. Tooepany does not hold any spec
hedging instruments, nor does it hold any shorhtgwvestments that would be significantly impactexin fluctuations in interest rates. A
interest rate fluctuations realized are expectdiktoffset by favourable changes in the interesteit instruments.

A 1% increase or decrease in the interest rateherCompany’s credit facility would have not havsignificant impact on the Comparsy’
statement of loss and comprehensive loss for taegmded December 31, 2013.

Commodity price risk

Commodity price risk is the risk that the fair valor future cash flows of a financial instrumenil fluctuate because of changes in commc
prices. The Company is particularly exposed totflations in commodity prices from its sale of mgtdirom time to time the Company n
enter into forward commodity sales contracts togeette effect on revenues of changes in the pfficeetals it produces. Gains and losse
derivative financial instruments used to mitigatetah price risk are recognized in revenue from msddes over the term of the hedc
contract.

The Company enters into financial contracts togait the smelter agreemengpsbvisional pricing exposure to rising or declinipglladiun
prices and an appreciating Canadian dollar for pesiuction already sold. The total of these finalhcontracts represent 31,000 ounces
December 31, 2013 (55,000 ounces as at Decemb@022). These contracts mature from January 20ptd 2014 (2012—3anuary 201
through May 2013) at an average forward price @&8pger ounce (or $US735 per ounce) (201848per ounce (or $US644 per ounce)).
substantially all of the palladium delivered to thestomers under the smelter agreements, the taaratnd timing of settlement specified in
financial contracts matches final pricing settlet@griods. The palladium financial contracts armgpeéecognized on a mark-toarket basis
an adjustment to revenue. The fair value of themsracts at December 31, 2013 was a receivableOd& #illion included in accour
receivable (December 31, 2012—$3.2 million liagilitcluded in accounts payable and accrued ligslit
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The Company also has commodity price exposureectlat palladium warrants (see note 13).

As at December 31, 2013, the Compangkposure to commaodity price is limited to acceueteivable associated with provisional pricin
metal concentrate sales particularly palladium, ngalladium warrants. A 1% strengthening or weidtkg of the palladium price would he
resulted in an approximate $0.1 million decreaséorease, respectively, in the Companidss and comprehensive loss for the year ¢
December 31, 2013.

Liquidity Risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tfelydue. The Company is in the proces
attempting to source additional financing in orttemeet its cash flow and working capital requiratedor 2014, however, the Company ¢
not currently have any committed available finagcim place and, while it has been successful atgleo in the past, there is no certainty
the required financing will be available or, if dahle, on acceptable terms. See note 1.

The table below analyzes the Companjihancial liabilities which will be settled intelevant maturity groupings based on the rema
balances at December 31, 2013 to the contractuiirityadate.

In less Between More

than 1 year than

Total 1 year and 5 year: 5 years

Accounts payable and accrued liabilities $ 48,79 $ 48,79 $ — $—
Credit facility 17,83« 17,83« — —
Obligations under finance leas 11,73: 2,98¢ 8,74¢ —
Current derivative liability 492 — 492 —
Long-term debt* 209,52( 173,65t 35,86+ —

* At December 31, 2013, the Company was in violatiocertain debt covenants within the secured tevamlagreement for which relief w
not granted until subsequent to the reporting dafe. a result, the full value of the loan has betasdified to current liabilities
December 31, 2013. Refer to note 25 for discussi@ubsequent events relating to debt coven

The Company also has asset retirement obligatiotisel amount of $13.6 million that would becomegidg at the time of the closures o
LDI mine. As the Company issued letters of crefi$b4.1 million related to these obligations, naliéidnal funding is required prior to or ug
closure of these properties. Refer to note 9 fafitemhal disclosure regarding these amounts. Thgoritya of the asset retirement costs
expected to be incurred within one year of minswte and an application must be made to receiwdsfon deposit.

Fair Values

The Companys financial assets and liabilities consist of castl cash equivalents, accounts receivable, sades taceivable (included in otl
assets), accounts payable and accrued liabildresljt facility, current derivative liabilities, 6fations under finance leases and long-term dek

Cash and cash equivalents are stated at fair v@le.carrying value of accounts receivable, otlesets, and trade accounts payable
accrued liabilities approximate their fair valuegdo the immediate or short-term maturity of thi&sancial instruments.

Derivatives

The fair value of forward exchange contracts issdasn their listed market price, if available. listed market price is not available, then
value is estimated by discounting the differencevben the contractual forward price and the curfentard price for the residual maturity
the contract using a risk-free interest rate.

Fair values reflect the credit risk of the instruthend include adjustments to take into accountctieglit risk of the Company entity ¢
counterparty when appropriate.
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The Company enters into financial contracts togait the smelter agreemengpsbvisional pricing exposure to rising or declinipglladiun
prices and an appreciating Canadian dollar for pestuction already sold. For substantially altleé palladium delivered to customers ui
smelter agreements, the quantities and timing tifesgent specified in the financial contracts maglfiinal pricing settlement periods. -
palladium financial contracts are being recogniaed mark-to-market basis as an adjustment to tezen

The derivative liability relating to the warranssued in connection with the 2011 senior securgelissuance are measured at fair value us
binomial model.

Non-derivative financial liabilities

Fair value, which is determined for disclosure jpegs, is calculated based on the present valuetwafef principal and interest cash flo
discounted at the market rate of interest at tpentgg date. For finance leases the market ratatefest is determined by reference to sir
lease agreements.

The fair values of the noderivative financial liabilities as of December 2D13 are the senior secured term loan ($183.%mjjlconvertibls
debentures ($43.0 million) and finance leases (&8lion).

Fair Value Hierarchy

The table below details the assets and liabilmessured at fair value at December 31, 2013:

Quoted

Prices in

Active

Markets

Significant
for Other Significant

Identical Observable Unobservable Aggregate

Assets Inputs Inputs Fair

(Level 1) (Level 2) (Level 3) Value
Financial assets
Cash and cash equivalel $9,79: $ — $ — $ 9,79:
Investments (note 15C — — 15C
Accounts receivable (note — 38,36+ — 38,36«
Fair value of financial contracts* (note — 192 — 192
Financial liabilities
Fair value of current derivative liability (note)l — (492) — (492)
Net carrying valut $9,94: $ 38,06¢ $ — $48,00°

* As detailed in note 5, the asset relating to thek-to-market on financial contracts is included in thergang value of accounts receival
on the balance she¢

17. CAPITAL DISCLOSURE
The Companys objective is to maintain a strong capital bases®o maintain investor, creditor and market aterice and to sustain fut
development of the business.

Management defines capital as the Company’s ttialeholdersequity and any outstanding debt. The board of threcdoes not establi
guantitative return on capital criteria for manageitrbut rather promotes year over year sustaimablgable growth.

In order to maintain or adjust the capital struefithe Company may issue new shares, issue newodebplace existing debt with differ
characteristics.

18. COMMITMENTS
(a) Sheridan Platinum Group of Companies (“SPG”) Conmitment

The Company is required to pay a 5% net smeltaaltypyo SPG from mining operations at the Lac des inine. This obligation is recordec
royalty expense.
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(b) Operating Leases and Other Purchase Obligations

As at December 31, 2013, the Company had outstgrafierating lease commitments and other purchaggatibns of $4.4 million and $1
million, respectively (December 31, 2012 6.% million and $84.9 million, respectively) the joty of which had maturities of less than {
years (see note 11

(c) Letters of Credit

As at December 31, 2013, the Company had outstgnréditers of credit of $15.4 million, consisting $£4.4 million for various mine clost
deposits and $1.0 million for a regulated energyptier (December 31, 2012-3$.3 million outstanding letter of credit, congisgfiof $16..
million for various mine closure deposits and $hilion for a regulated energy supplier).

(d) Flow-Through Shares
As at December 31, 2013, the Company had outstgratimmitments to spend $nil on eligible exploratixpenditures (December 31, 2642
$2.1 million).

19. REVENUE FROM METAL SALES

Other
Total Palladium Platinum Gold Nickel Coppet Metals
2013
Year ended December 3.
Revenue- before pricing adjustmentst $152,28¢ $101,54( $15,62¢ $15,15¢ $10,11¢ $9,62: $22¢
Pricing adjustments
Commodities (29) 1,50z (419 (727) (349 41y —
Foreign exchang 97t 44 36& 301 11¢€ 14t 2
Revenue- after pricing adjustments $153,23: $103,08° $15,57: $14,72¢ $ 9,88¢ $9,727 $23C
2012
Year ended December :
Revenue- before pricing adjustmen? $161,28¢ $105,16: $17,27° $18,39: $10,74« $9,31( $40z
Pricing adjustments
Commodities (305) (693 73¢ () (374 25 1
Foreign exchang (277) 33 (21¢) 17¢ (145) (119 (6)
Revenue- after pricing adjustmen $160,70« $104,50. $17,79¢ $18,56: $10,22¢ $9,21¢ $397

1 Totalsfor the year ended December 31, 2013 exclude galdsdver revenues amounting to $225 (2012—$3,06k}ing to the Company’
NAP Quebec subsidiary. Revenues for NAP Quebec bagr reported separately as part of discontinpedations. Refer to note

During 2013, the Company delivered all of its caricate to two customers under the terms of theewse agreements (2012 three
customers).

Although the Company sells its bulk concentrate fomited number of customers, it is not econontycdependent upon any one custome
there are other markets throughout the world ferGompany’s concentrate.
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20. INTEREST EXPENSE & OTHER COSTS AND OTHER INCOME

2013 2012
Interest expense & other cost:
Interest on finance leas $ 75¢ $ 84:
Asset retirement obligation accreti 30z 262
Accretion expense on lo-term debi 3,24¢ 2,99¢
Loss on investmen 2,331 —
Financing cost 3,72¢ —
Interest expens 257 58(
$10,63: $ 4,681
Other income
Unrealized gain on palladium warrau $(1,07%) $ (929
Gain on revaluation of de — (820
Gain on renouncement of fl-through expenditure (792) (1,625
Interest incom (102) (229)

$(1,969  $(3,596
$ 8,667 $ 1,08:

21. CONTINGENCIES

From time to time, the Company is involved in littgpn, investigations, or proceedings related @wnt$ arising in the ordinary course
business. The Company considers its provision®istanding and pending legal claims to be adeqUdte final outcome with respect
actions outstanding or pending as at December@Il3 2annot be predicted witlertainty. Significant contingencies not discloséskwhere i
the consolidated financial statements, for whigréthas been no material change in the year endeeniiber 31, 2013, are as follows:

(a) B.R. Davidson Claim

In 2000, LDI and B.R. Davidson Mining & Developmedrd. (“Davidson”) entered into a construction contract whereby Dawidagreed 1
construct an expanded tailings management faaitithe LDI Mine. LDI declared Davidson to be in agft of the contract on February 2, 2
and made a demand under a performance bond issug¥A Pacific Insurance Company (“AXA”Davidson was the principal named in
bond and the indemnitors were Davidson, AtikokamdgeMix Ltd., Blaine R. Davidson, Bruce R. Davidsand Marlene Davidson. AX
commenced an action against the indemnitors. Athefindemnitors other than Marlene Davidson conuedra third party action against L
LDI's engineers, and LD$ bond broker. The third party action is for $1tBlion in the event that the construction contrecenforced ¢
approximately $3 million in the event the constrictcontract is not enforced plus other damagenddor between $10 and $15 million
costs and interest. LDI has a counterclaim agaetidson for $10.7 million in liquidated damages fareach of contract. LDI h
approximately $2.6 million in principal and interggdgments against Davidson related to subtraefesliA pretrial was held in January 20
and the matter has now been set down for triatisgain October 2014. At this stage, a reliableneate of the outcome of the third party ac
and counterclaim is not determinable and accorglittgd Company has not recorded any provisionseglt this action within the consolida
financial statements at December 31, 2013.
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(b) Class Action

In 2011, the Company became aware that a stateofietdim had been filed with the Ontario Superia@u@ of Justice against the Comp
and two of its former officers regarding a potelntiass action lawsuit. The statement of claim $dymermission of the court to commenc
class action proceeding for alleged misrepresamtsitin the Companyg’ public disclosure. In 2012, a fresh StatemenClaim was files
increasing the amount of the claim to $100 milliltnDecember 2012, the plaintiffs filed a motionre€ord for certification and for leave. 1
Company has retained legal counsel and intendgtwously defend the potential claim. At this stageeliable estimate of the outcome of
potential action is not determinable and accorgintfie Company has not recorded any associatedspyos within the consolidated financ
statements at December 31, 2013.

22. INCOME TAXES
Rate Reconciliation

The provision for income and mining taxesentinuing operations differs from the amount thatuld have resulted by applying the combi
Canadian Federal and Ontario statutory incomeatesrof approximately 26.5% (2012 — 26.5%):

December 3: December 3
2013 2012
Income tax expense (recovery) using statutory irectam rates $ (13,479 $ (3,029
Increase (decrease) in taxes resulting fr
Change in unrecognized temporary differer 19,33 5,22:
Statutory permanent differenc (6,077) (2,209
Recognition of Ontario Resource Tax Crel (2,157 —
Difference in statutory tax rat 221 1
Income and mining tax expen- continuing operation $ (215) $ =
Components of Income tax expense
The details of the Company’s income and miningeiggense (recovery) are as follows:
December 3. December 3
2013 2012
Current income tax expense (recove
Income taxe:
Current perioc $ (730) $ —
Adjustments for prior perio (1,427 —
Deferred income tax expense (recove
Income taxe: — —
Total $ (2,15) $ —
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Deferred tax liabilities
The following table summarizes the components émed income and mining tax:

December 3. December 3
2013 2012
Deferred tax liabilities, net $ — $ —
The following table summarizes the movement in defibtax liabilities:
Balance at the beginning of the y: $— $(4,264)
Discontinued operatior — 4,264
Balance at the end of the year $— $ —

Unrecognized deferred tax assets
Deferred income and mining tax assets from contiguiperations have not been recognized in respéice dollowing items:

December 3. December 3

2013 2012
Loss carryforwards $ 95,41] $ 75,71
Deductible temporary differences, income ta $  29,29( $ 20,38
Deductible temporary differences, mining ta $ 3,74 $ 2,55¢

The tax losses not recognized expire as per theiatrand years noted below. The deductible tempatifgrences do not expire under cur
tax legislation. Deferred tax assets have not lbeeognized in respect of these items becauseitiprobable that future taxable profit will
available against which the Company can utilizeltbeefits there from.

Income tax attributes

As at December 31, 2013, the Company had the follpapproximate income tax attributes from contiiguoperations to carry forward:

Amount Expiry Date
Non-capital losses $316,49( 2015-203¢
Capital losse $107,26¢ Indefinite
Undepreciated capital cost allowar $185,97- Indefinite
Tax basis of mining interes $297,77: Indefinite
23. OTHER DISCLOSURES
Statement of Cash flows
The net changes in non-cash working capital bakrelated to operations are as follows:
2013 2012
Cash provided by (used ir
Accounts receivabl $ 15,36¢ $22,36:
Inventories 93¢ (2,427)
Other asset (85€) (1,802
Accounts payable and accrued liabilit (13,73) 24,02¢
Taxes payabl (1,940 42

$ (225 $42,20:
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24. SEGMENT INFORMATION

Following the sale of its discontinued gold opemas on March 22, 2013 (see note 4), the Companyohasreportable segment. ~
Company’s revenue by significant product type g&cltised in Note 19.

25. SUBSEQUENT EVENTS
Securities offering

On January 31, 2014 and February 10, 2014, the @oynplosed a public offering with the aggregate s&#l $32.0 million gross princig
amount of convertible unsecured subordinated debest(the “Debentures”f NAP at a price of $1,000 per Debenture, inclg
approximately 16.8 million common share purchaseavds (the “Warrants”)Net proceeds received were $29.1 million. The cosiga price
of the Debentures is $0.635, and the exercise pfitee Warrants (the exercise of which remaingexilio disinterested shareholder apprc
is $0.762.

The Debentures will mature on January 31, 201%samtedeemed or converted earlier, or unless eaderahd will bear interest at an anr
rate of 7.5% payable serainually in arrears on January 31 and July 31 ofi gaar, commencing July 31, 2014. The first irdepayment ¢
the Debentures will include accrued and unpaidr@stefor the period from and including January 3014 to, but excluding, July 31, 20
Holders may convert their Debentures into commareshof NAP at any time at a conversion rate of@pmately 1,575 Common Shares
$1,000 principal amount of Debentures. Holders eoting their debentures will receive all accrued ampaid interest, as well as inte
through to maturity (the “Make Whole Amount”). Atd Company’s option, interest and Make-Whole Amswain be paid in common shares.

Subject to disinterested shareholder approvalyhaerants will entitle the holders thereof to purehaip to 33.33% of the number of comi
shares of NAP into which the principal amount ofbBetures purchased by the holders are converttbibeainitial fixed conversion pri
(excluding common shares issuable as interest, walkée amounts or otherwise), at any time beforettie anniversary of the date t
shareholder approval is received. If shareholdpr@fl is not obtained by March 30, 2014, the wasavill terminate.

If the outstanding debentures and warrants weig foinverted, approximately 86.1 million additioremmon shares of the Company wt
be issued. As of February 19, 2014, $20.2 milliérthe Debentures had been converted into 47,061¢@24mon shares, representing
conversion and Make-Whole Amount common shares.

Debt covenants

In the fourth quarter of 2013, a construction heas placed on the LDI mine by a supplier. The Camggazaid the supplier the amount owe
the time and the lien was removed. However, thsited in an event of default as at December 3132Mder the secured term loan and,
result of a crosslefault, an event of default under the credit fggiand accordingly each lender had the abilita¢oelerate its loans. The ey
of default resulted in classification of the secuterm loan to current liabilities for yeand reporting purposes which further trigger:
violation of a current ratio covenant of its crefditility. No waivers were obtained related to #hnesents of default as at December 31, 2013.

On January 28, 2014, the Company obtained waivers both lenders regarding the secured term loanceedit facility event of default a
current ratio covenant violations, and the everdedhult has been cured.
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Exhibit 1.4
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors of North American PalladiLtd.

We have audited the accompanying consolidated balsimeets of North American Palladium Ltd. as ofédeber 31, 2013 and December 31,
2012, and the related consolidated statementsaratipns and comprehensive loss, shareholderstyegnid cash flows for the years then
ended. These consolidated financial statementthanesponsibility of North American Palladium Lsdnanagement. Our responsibility is to
express an opinion on these consolidated finasta¢ments based on our audits.

We conducted our audits in accordance with Canagkmerally accepted accounting standards anddhdastds of the Public Company
Accounting Oversight Board (United States). Thdaadards require that we plan and perform the dadibtain reasonable assurance about
whether the financial statements are free of malterisstatement. An audit includes examining, é@sé basis, evidence supporting the amc
and disclosures in the financial statements. Antalsb includes assessing the accounting pringipted and significant estimates made by
management, as well as evaluating the overall fimshstatement presentation. We believe that oditeprovide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the consolidated financial position
of North American Palladium Ltd. as of December 2113 and December 31, 2012, and its consolidateddial performance and its
consolidated cash flows for the years then endedifiormity with International Financial ReportiSgandards as issued by the International
Accounting Standards Board.

Without qualifying our opinion, we draw attentiamllote 1 in the consolidated financial statementglwvdescribes that North American
Palladium Ltd.5 ability to continue operations, exploration aegdelopment activities in the near term is dependpoh the Company securi
additional financing. These conditions, along vather matters set forth in Note 1, indicate thestexice of a material uncertainty that casts
substantial doubt about North American Palladiuch’ktability to continue as a going concern.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), North American
Palladium Ltd.’s internal control over financiapeating as of December 31, 2013, based on theiergstablished in Internal Control —
Integrated Framework (1992) issued by the Commadfeg&ponsoring Organizations of the Treadway Corsiois(COSO), and our report da
February 19, 2014 expressed an unqualified opioiothe effectiveness of North American Palladium.stinternal control over financial
reporting.

K& 2P
i

Chartered Professional Accountants, Licensed P#mleaountants
February 19, 2014
Toronto, Canad



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

To the Board of Directors of North American PalladiLtd.

We have audited North American Palladium Ltd.’®i@l control over financial reporting as of Decem®1, 2013, based on the criteria
established in Internal Control — Integrated Framdwissued by the Committee of Sponsoring Orgaitinatof the Treadway Commission
(COSO0) (1992). North American Palladium Ltd.’s mgaaent is responsible for maintaining effectiveinal control over financial reporting
and for its assessment of the effectiveness offriatecontrol over financial reporting, includedNfanagement’s Annual Report on Internal
Control over Financial Reporting in the annual mjpm Form 40-F of North American Palladium Ltdr fbe year ended December 31, 2013.
Our responsibility is to express an opinion on@unpany’s internal control over financial reportigsed on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal corix@r financial reporting, assessing the risk
that a material weakness exists, and testing aald&ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestave believe that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesmesuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (&ajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegibecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, North American Palladium Ltd. maiimed, in all material respects, effective intem@ttrol over financial reporting as of
December 31, 2013, based on the criteria establishimternal Control — Integrated Framework issbgdhe Committee of Sponsoring
Organizations of the Treadway Commission (COSO%2)9

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of North American Palladium Ltdbfd3ecember 31, 2013 and 2012, and the relatedotidaged statements of operations and
comprehensive loss, sharehol¢ equity, and cash flows for the years ended Deceibg¢



2013, and December 31, 2012, and our report dabdubry 19, 2014 expressed an unqualified opiniothose consolidated financial
statements.

Kins
e

Chartered Professional Accountants, Licensed Pélmigountants
February 19, 2014
Toronto, Canada



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors of North American PalladiLtd.

We consent to the inclusion in this annual reparForm 40-F of:

» our Independent Auditors’ Report dated Februd&y2014 on the consolidated financial statemehidorth American Palladium
Ltd. comprising the consolidated balance sheetd Becember 31, 2013 and December 31, 2012, cdasedi statements of
operations and comprehensive loss, shareholdengtyeand cash flows for the years ended Decembg2@13 and December 31,
2012, and notes comprising a summary of signifieaebunting policies and other explanatory infoiorat

» our Report of Independent Registered Publicolieting Firm dated February 19, 2014 on the codatéd balance sheets of North
American Palladium Ltd. as at December 31, 2013Reckember 31, 2012 and the related consolidatéehséats of operations and
comprehensive loss, sharehol¢ equity and cash flows for the years ended Dece®be?013 and December 31, 2(

« our Report of Independent Registered Publicoioting Firm on Internal Control over Financial Repng dated February 19, 2014
on North American Palladium L{'s internal control over financial reporting as afd@mber 31, 201

each of which is contained in this annual reporEorm 40-F of North American Palladium Ltd. for thecal year ended December 31, 2013.

We also consent to the incorporation by referericioh reports in the Registration Statements amHe-10 (File No. 333-185656) and Form
S-8 (File No. 333-13766).

Kims 2
o —

Chartered Professional Accountants, Licensed P#glecountants

Toronto, Canada
March 31, 2014



Exhibit 23.2
Consent of Chris Roney

| consent to the inclusion in this annual reporfFonm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per: /s/ Chris Roney, P.Geo
Chris Roney, P.Ge
Consultan




Exhibit 23.3
Consent of Dave Peck

| consent to the inclusion in this annual reporfanm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per /s/ Dave Peck, Ph.D., P.Geo.
Dave Peck, Ph.D., P.Ge
Peck Geoscience & Exploration Corporat




Exhibit 23.4
Consent of Richard Brummer

| consent to the inclusion in this annual reporfFonm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per:/s/ Richard Brummer, Ph.D., P.Er
Richard Brummer, Ph.D., P.Er
President and Principal Geomechanics Engi
Itasca Consulting Canada Ir




Exhibit 23.5

Consent of David Penna

| consent to the inclusion in this annual reporfonm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per: /s/ David N. Penna, P.Geo.
David N. Penna, P.Ge
Principal Geologis
Lac des lles Mines Ltc




Exhibit 23.6

Consent of Denis Decharte

| consent to the inclusion in this annual reporfanm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per: /s/ Denis Decharte P.Eng.
Denis Decharte, P.En
Resource Modelle
North American Palladium Ltc




Exhibit 23.7
Consent of John Cooney

| consent to the inclusion in this annual reporfanm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per /s/ John Cooney, P.Eng.
John Cooney, P.En
Technical Services Manag
Lac des lles Mines Ltc




Exhibit 23.8

Consent of Cameron McKinnon

| consent to the inclusion in this annual reporfonm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for

Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per /s/ Cameron McKinnon, P.En
Cameron McKinnon, P.Eni
Metallurgical Enginee
Tetra Tech WEI Inc




Exhibit 23.9
Consent of Philip Bridson

| consent to the inclusion in this annual reporfonm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per /s/ Philip Bridson, P.En¢
Philip Bridson, P.Eng
Senior Mining Enginee
Tetra Tech WEI Inc




Exhibit 23.10
Consent of Wenchang Ni

| consent to the inclusion in this annual reporfanm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per /s/ Wenchang Ni, P.En
Wenchang Ni, P.En¢
Senior Mining Enginee
Tetra Tech WEI Inc




Exhibit 23.11
Consent of William Richard McBride

| consent to the inclusion in this annual reporfanm 40F of North American Palladium Ltd., which is beifiigd with the United State
Securities and Exchange Commission, of referercasy/tname and references to my involvement in thparation of “Technical Report for
Lac des lles Mine, Ontario, Incorporating PrefegityuStudy for Life of Mine Plan” (effective datef March 21, 2014) included in the 2013
Annual Information Form of North American Palladiltd., dated March 31, 2014 (theAfF ).

| also consent to the incorporation by referenciaénRegistration Statement on Form S-8 (File Ni@-B83766) and in the Registration
Statement on Form F-10 (File No. 333-185656) ofrdierences to my name and the above-mentionethiation in the AlF.

Dated this 3Btday of March, 2014.

Per /s/ William Richard McBride, P.Eny
William Richard McBride, P.Enc
Senior Mining Enginee
Tetra Tech WEI Inc




Exhibit 31.1

Certifications
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

[, Phil du Toit, certify that:
1. I have reviewed this annual report on Forr-F of North American Palladium Ltc

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or eéonditate a material fact necessar
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsotimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the issuer as of, and fier periods presented in this rep:

4.  The issuer’s other certifying officer(s) andé aesponsible for establishing and maintainingld®ure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the issuer and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed
under our supervision, to ensure that materialrinégion relating to the issuer, including its cditaied subsidiaries,
is made known to us by others within those entifi@sticularly during the period in which this repis being prepare:

(b) Designed such internal control over financedarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the issuer'sldssire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thHegeovered by thi
report based on such evaluation;

(d) Disclosed in this report any change in theassuinternal control over financial reporting thoaicurred during the
period covered by the annual report that has naditeaffected, or is reasonably likely to matenadiffect, the issuer’s
internal control over financial reporting; a

5.  The issuer’s other certifying officer(s) andavie disclosed, based on our most recent evaluatimernal control over financial

reporting, to the issuer’s auditors and the auglhmittee of the issuer’s board of directors (orspes performing the equivalent
functions):

(&) All significant deficiencies and material weakses in the design or operation of internal céoptrer financial

reporting which are reasonably likely to adversdfgct the issuer’s ability to record, process, sarize and report
financial information; ani

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
issue’s internal control over financial reportir

Date: March 31, 2014 /s/ Phil du Toit
By:  Phil du Toit
Title: President & Chief Executive Offic




I, David Langille, certify that:

1. I have reviewed this annual report on Forr-F of North American Palladium Ltc

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or eéonditate a material fact necessar
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsotimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the issuer as of, and fier periods presented in this rep:

4. The issuer’s other certifying officer(s) andé aesponsible for establishing and maintainingld®ure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the issuer and hav

(@)

(b)

()

(d)

Designed such disclosure controls and procsdarecaused such disclosure controls and procedaotee designed
under our supervision, to ensure that materialrinégion relating to the issuer, including its cditaied subsidiaries,
is made known to us by others within those entifi@sticularly during the period in which this repis being prepare

Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the issuer'sldgtire controls and procedures and presentedsimetport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by thi
report based on such evaluation;

Disclosed in this report any change in theassuinternal control over financial reporting thoaicurred during the

period covered by the annual report that has naditedffected, or is reasonably likely to matesadiffect, the issuer’s
internal control over financial reporting; a

5.  The issuer’s other certifying officer(s) andavie disclosed, based on our most recent evaluatimernal control over financial
reporting, to the issuer’s auditors and the aunltmittee of the issuer’s board of directors (orspes performing the equivalent

functions):

(@)

(b)

Date: March 31, 2014

All significant deficiencies and material weakses in the design or operation of internal cébptrer financial

reporting which are reasonably likely to adversafgct the issuer’s ability to record, process, swarize and report
financial information; ani

Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the
issue’s internal control over financial reportir

/s/ David Langille
By:  David Langille
Title: Chief Financial Office




Exhibit 32.1

Certification of CEO and CFO
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

In connection with the Annual Report of North Angam Palladium Ltd. (thdssuer” ) on Form 40-F for the year ended December 31, 2012
as filed with the Securities and Exchange Commissiothe date hereof (ttiReport” ), Phil du Toit, as Chief Executive Officer of thesuer,
and David Langille, as Chief Financial Officer betlssuer, each hereby certifies, pursuant to 88QJ.Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002h#oltest of his knowledge, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExdeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Issuer.

/s/ Phil du Toit

By: Phil du Toit

Title: President & Chief Executive Offic
Dated: March 31, 201«

/s/ David Langille

By: David Langille

Title: Chief Financial Office
Dated: March 31, 201«

This certification accompanies the Report purstaustection 906 of the Sarbanes-Oxley Act of 2002 shrall not, except to the extent requirec
by the Sarbanes-Oxley Act of 2002, be deemed hiethe Issuer for purposes of Section 18 of theuBées Exchange Act of 1934, as
amended



