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AMENDED AND RESTATED PROSPECTUS SUPPLEMENT

(AMENDING AND RESTATING THE PROSPECTUS SUPPLEMENT D ATED JANUARY 28, 2014
TO THE BASE PROSPECTUS DATED FEBRUARY 12, 2013)

L

North American Palladium Ltd.

NORTH AMERICAN PALLADIUM LTD.

January 30, 20:

Up to Cdn.$32,000,000

7.5% Convertible Unsecured Subordinated Series 1 Dentures Due January 2019 and
Series 1 Common Share Purchase Warrants

This amended and restated prospectus supplemeritgtospectus supplement) qualifies the distribution (the Offering ") of up to
Cdn.$32,000,000 aggregate principal amount of Zcbbtvertible unsecured subordinated series 1 defzenfthe “Debentures”) of North
American Palladium Ltd. (NAP ” or the “Corporation ") due five years after the date of issue (thddturity Date ") at a price of
Cdn.$1,000 per Debenture (th©ffering Price ") and for no additional consideration series 1 own share purchase warrants (each a “
Warrant ” and together with the Debentures th8éries 1 Securitie$) of the Corporation. Subject to Shareholder Apaiqas defined
below), the Warrants will entitle the holders thedr® purchase up to 33.33% of the number of comst@res of the Corporation into which
the principal amount of Debentures purchased bytheers are convertible at the initial fixed corsien price (excluding common shares
issuable as interest, under the Make-Whole Amaamuéfined below) or otherwise), at any time bef@® p.m. (Toronto time) on the third
anniversary of the date that Shareholder Appravetéeived. If Shareholder Approval is not obtaibgdvarch 30, 2014, the Warrants will
terminate.

The Debentures will bear interest at an annualab#5% payable semi-annually in arrears on Jgn8arand July 31 of each year,
commencing July 31, 2014 (each aimterest Payment Date”). The first interest payment on the Debenture$imtlude accrued and unpaid
interest for the period from and including the aigsof the Offering to, but excluding, July 31, 20There is no minimum amount of funds
that must be raised under the Offering. This meanghat the Corporation could complete the Offering afer raising only a small portion
of the Offering amount set out above.

Price to the Agents’ Proceeds to the
Debentures Public Fee® Corporation @
Per Debenturé) Cdn.$1,00(¢ Cdn.$40.0¢ Cdn.$960.0(

Total Cdn.$32,000,0C Cdn.$1,280,0C Cdn.$30,720,0C
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Notes:

(1) Edgecrest Capital Corporation and CanaccorduBe@orp. in Canada, and Canaccord Genuity InthénUnited States, are the
placement agents for the Offering (each &wgént” and together the Agents”), and in consideration for the services renddrgdhe
Agents in connection with the Offering, the Corpama has agreed to pay the Agents a fee repregpfifinof the gross proceeds of the
Offering. See“Plan of Distributior”.

(2) Before deducting expenses of the Offeringnestéd to be Cdn.$1,660,000, which, together wighAbents’ fee, will be required to be
paid from the proceeds of the Offering. ¢Plan of Distributio” and“Use of Procee(".

(3) Each purchaser of Debentures will also receivenfoadditional consideration, a Warra

For each of the twelve month periods ended Decembadt, 2012, and September 30, 2013, the Corporatibad an interest coverage ratis
in respect of earnings of less than one to one. Farther information see “Earnings Coverage”.

Holders may convert their Debentures into commareshof the Corporation Common Shares’) at any time at a conversion rate of
approximately 1,575 Common Shares per $1,000 pdheamount of Debentures (thednversion price”), subject to adjustment in certain
events as described in the Indenture (as definedf)eHolders converting their Debentures wille®e all accrued and unpaid interest thereol
to, but excluding, the date of conversion, as aslthe Make-Whole Amount, and such holders shabhioe holders of record of Common
Shares on the date of conversion. The number off@mmShares issuable in respect of accrued anddiivgarest is determined by dividing
the aggregate amount of accrued and unpaid inteydsie interest conversion price, being the avefag-day volume weighted average price
(* VWAP ") of the Common Shares on the Toronto Stock Exgbdthe “TSX ") for the five consecutive trading days endingtba second
trading day immediately preceding the conversiae ¢alinterest Conversion Price”). The number of Common Shares issuable in respfect
the Make-Whole Amount is determined by dividing Make-Whole Amount by the average five-day VWARIe Common Shares on the
TSX for the five consecutive trading days endinglmsecond trading day immediately preceding tmversion date (theMake-Whole
Conversion Price”). The “Make-Whole Amount ” represents the amount of unaccrued and unpagddst that would have been paid if such
Debenture were held to maturity, reduced by 1%e&mh 1% that the five-day VWAP of the Common Sharethe TSX ending two trading
days preceding the date of conversion exceedsotineecsion price (prorated for increments less tt#). In lieu of issuing Common Shares in
respect of accrued and unpaid interest and the Méhkale Amount, the Corporation may elect to payoalany portion of such amounts in
cash.

Subject to any applicable stock exchange appraval,no Equity Conditions Failure (as defined hgrbaving occurred and being
continuing, any accrued and unpaid interest orbDibizentures may be paid in Common Shares, at theo@aiton’s option, at a price equal to
the five-day VWAP of the Common Shares on the T82irg on the second trading day prior to the applie Interest Payment Date.

Commencing 18 months after the closing of the @fte(the “Closing Date”), all, but not less than all, of the Debenturesyrbe
redeemed by the Corporation for cash on not mae @9 trading days and not less than 30 trading gagr notice, at a price equal to their
principal amount plus accrued and unpaid interedbut excluding, the date of redemption, plusapplicable Make-Whole Amount, provided
that the Optional Redemption Conditions set foritar “Details of the Offering — Description of tBebentures — Optional Redemption” are
met.

Commencing 18 months after the Closing Date, ali,not less than all, of the Debentures may be edead by the Corporation for
Common Shares on not more than 60 trading daysainiéss than 30 trading days prior notice, atravecsion rate set forth under “Details of
the Offering — Description of the Debentures — Matody Conversion”, provided that the Mandatory Gengion Conditions set forth under
“Details of the Offering — Description of the Deleres — Mandatory Conversion” are met.

If on the Maturity Date, the aggregate dollar tregvolume (as reported on Bloomberg) of the Com®lares on the TSX plus the
NYSE MKT, LLC (the* NYSE MKT ") for each of the 10 consecutive trading days irdately preceding the Maturity Date exceeds $5.5
million per trading day and no Equity Conditionsléi@ has occurred, then the Corporation will héheright to require holders to convert all,
but not less than all, of the Debentures at theukitgtDate Mandatory Conversion Price describedenriBetails of the Offering — Description
of the Debentures — Payment at Maturity”.

Within 30 days following the occurrence of a Funéatal Transaction (as defined herein), the Corpmratill be required to make an
offer in writing to purchase in cash, in whole ompart, the Debentures then outstanding, at a pgoal to 102% of the principal amount the
plus accrued and unpaid interest earned theredo, lput excluding, the date of acquisition, plus &pplicable Mak-Whole Amount.
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The Corporation will hold a meeting of its sharetesk following the closing of the Offering to obtalisinterested Shareholder Approval
for, among other things, the issue of the Commaar&hissuable upon the exercise of the Warrargs' tflarrant Shares ") and the approval
of the “full-ratchet” anti-dilution provisions caaihed in the Warrants, as more fully describeddetails of the Offering — Description of the
Warrants — Anti-Dilution”. Unless Shareholder Appabis obtained, a holder of Warrants will not #xeato exercise its Warrants, and if
Shareholder Approval is not obtained by March 3,4 the Warrants will terminate. Subject to Shaldér Approval, each Warrant entitles
the holder thereof to purchase one Warrant Shateegirice of Cdn.$ 0.762 (theWarrant Exercise Price”) (which is equal to the conversi
price plus a 20% premium) for a period ending antttird anniversary of the Shareholder Approvathwie Warrant Exercise Price being
subject to adjustment in certain circumstances.

A holder will not be able to convert Debentures, oexercise the Warrants, nor will a holder be abled accept Common Shares
issued in satisfaction of interest, on account of llake-Whole Amount or upon mandatory conversion if,as a result of such conversion,
exercise, or payment the holder or any of its affihtes beneficially own greater than 9.9% of the ostanding voting securities of the
Corporation. In connection with a proposed issuancef Common Shares under the Debentures or the Warrds, upon the written
request of the Corporation, a holder shall promptlyconfirm the number of Common Shares that it and i affiliates beneficially own at
that time (including convertible securities).

There is currently no market through which the Debatures and the Warrants may be sold and purchasemnay not be able to
resell the Debentures and the Warrants purchased wter this prospectus supplement. While the Corporatin has applied to the TSX to
list the Debentures on the TSX, there can be no agance that an active liquid market for the Debentues will develop or be sustained.
The Corporation does not currently intend to list he Warrants on any exchange or marketplace and cuently no market is expected to
develop for the Warrants. This may affect the prichg of the Debentures and the Warrants in the secomdy market, the transparency
and availability of trading prices, and the liquidity of the securities. See “Risk Factors”.

The outstanding Common Shares are listed for tgadinthe NYSE MKT, LLC (the NYSE MKT ") under the symbol “PAL” and on
the TSX under the symbol “PDL”". On January 29, 2ahé last trading day prior to the date of thisgmectus supplement, the closing price of
the Common Shares on the NYSE MKT and the TSX w&$056 and Cdn.$0.62 per Common Share, respectiMe¢yCorporation has
applied to list the Debentures on the TSX, anddbmmon Shares issuable in connection with the Diebesiand the Warrants on the TSX .
NYSE MKT. Listing is subject to the Corporationfilling all of the requirements of the TSX and th& SE MKT. There can be no assural
that a sufficient number of Common Shares will hiagen approved for listing on the TSX and the NYWBET so as to permit, in all
circumstances, (i) the Corporation to pay any bingrest and Make-Whole Amounts on the Debentir€ommon Shares and (ii) to pay all
principal amounts due on any conversion, includirgandatory conversion at maturity, in Common S$)ard there can be no assurance tha
the TSX and NYSE MKT will approve for listing adidihal Common Shares issuable in connection wititbleentures and Warrants. In the
event the TSX and NYSE MKT approve for listing CoomShares issuable by the Corporation in connegtitnthe Debentures and the
Warrants, the Corporation anticipates that any sygroval will limit the number of Common Shareattimay be issued. See “Risk Factors —
Risks Related to the Offering — The Corporation mmake interest payments and Make-Whole AmountierDebentures in Common Shares
and pay principal amounts due at maturity or red@mpn Common Shares, however in certain circumsta the Corporation may not be able
to issue Common Shares which may lead to a dajadkr the Debentures”.

Investing in the Debentures and Warrants is highlyspeculative and involves a significant degree ofgk. Prospective investors
should carefully consider the risks that are deschied in the “Risk Factors” section of this prospects supplement.

This prospectus supplement is filed by a Canadiarssuer that is permitted, pursuant to a multijurisdictional disclosure system
adopted by the United States and Canada, to prepatéis prospectus supplement in accordance with Cangan disclosure requirements
Prospective investors should be aware that such ragements are different from those of the United Sites. The annual financial
statements incorporated herein by reference have ba prepared in accordance with International Financal Reporting Standards, as
issued by the International Accounting Standards Bard (“IFRS”) and the interim financial statements incorporated herein by
reference have been prepared in accordance with IFRusing International Accounting Standard No. 34, ad thus may not be
comparable to financial statements of United Statesompanies.
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Prospective investors should be aware that the acggition of the Debentures and the Warrants (and, ireach case, the underlying
Common Shares) may have tax consequences both iretbinited States and Canada. Such consequences fordstors who are resident
in, or citizens of, the United States or Canada magot be described fully herein. See “Certain Canadin Federal Income Tax
Considerations” and “Certain United States Federalncome Tax Considerations” in this prospectus supgment.

The enforcement by investors of civil liabilities mder the United States federal securities laws maye affected adversely by the
fact that the Corporation is incorporated under thefederal laws of Canada, that most of its officerand directors are residents of
Canada, that some or all of the experts named in i prospectus supplement are residents of a foreigrountry, and that a substantial
portion of the assets of the Corporation and saidgrsons are located outside the United States.

NEITHER THE UNITED STATES SECURITIES AND EXCHANGE C OMMISSION (“SEC”) NOR ANY STATE SECURITIES
COMMISSION OR ANY CANADIAN SECURITIES REGULATORY AU THORITY HAS APPROVED OR DISAPPROVED OF THE
DEBENTURES, THE WARRANTS (OR THE UNDERLYING COMMON SHARES), OR PASSED ON THE ACCURACY OR
ADEQUACY OF THIS PROSPECTUS SUPPLEMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENCE.
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GENERAL MATTERS

This document is in two parts. The first part is forospectus supplement, which describes the fapesims of the Debentures and
Warrants, and also adds to and updates certaimmaton contained in the base shelf prospectuseCorporation dated February 12, 2013
(the “base prospectus), and the documents incorporated by referenceihemnd therein. The second part is the base praspevhich gives
more general information, some of which may notlappthe Offering. This prospectus supplementasrded to be incorporated by reference
into the base prospectus solely for the purposéiseoOffering. If any information varies betweersthrospectus supplement and the base
prospectus, you should rely on the informatiorhis prospectus supplement. In this prospectus suopgit, all capitalized terms used and not
otherwise defined herein have the meanings proviéuoe base prospectus.

You should rely only on the information containagdar incorporated by reference into, this prospesupplement and the base
prospectus. The Corporation has not authorized#msr person to provide you with different or aghdial information. If anyone provides you
with different or inconsistent information, you st not rely on it. The Corporation is not makingafer to sell the Debentures or Warrant
any jurisdiction where the offer or sale is notpitted. You should assume that the information appg in this prospectus supplement, the
base prospectus and the documents incorporatesférgnce herein and therein is accurate only #seofespective date of the document in
which such information appears, regardless ofithe of delivery of this prospectus supplement camy sale of Debentures or Warrants. The
Corporation’s business, financial condition, resolt operations and prospects may have changee inse dates.

In December 2013, one of the Agents, on behalfi@fCorporation, contacted certain potential inussidgth respect to a possible private
placement of securities of the Corporation. The amof the contemplated offering was between $40aniand $60 million. No offer to buy
or indication of interest by any potential invesimas accepted by the Corporation. The Corporati@mdoned the contemplated private
placement on or before December 19, 2013. Thigpeeiss supplement, including the base prospeaipgysedes any offering materials used
in the abandoned private placement.

This prospectus supplement contains referenceartingys before interest, taxes, depreciation anorgration (“EBITDA ”). EBITDA
is a measure of operating performance that is @lottated in accordance with, and does not havestamdardized meaning prescribed by,
IFRS, and therefore may not be comparable to silyitsled measures presented by other reportingass, and should not be construed as an
alternative to other financial measures determinextcordance with IFRS. EBITDA in this prospectupplement has the meaning set forth ir
each of the Brookfield Debt or Credit Facility ggphcable.

DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by referencéimgrospectus supplement and the base prospectnsibcuments filed with the
securities commissions or similar authorities ioreaf the provinces of Canada. Copies of the dootsniacorporated herein by reference may
be obtained on request without charge from the @aitp Secretary of the Corporation at Suite 2359aRBank Plaza, South Tower, 200 Bay
Street, Toronto, Ontario M5J 2J2, telephone 416-B880 and facsimile 416-360-7709, or by accesgdiaglisclosure documents available
through the Internet on the Canadian Securities iAitnators’ System for Electronic Document Anasyand Retrieval (SEDAR) at
www.sedar.com and on the SEC’s EDGAR system, wbéchbe accessed at www.sec.gov.

The following documents filed with securities conssions or similar authorities in each of the proemof Canada are specifically
incorporated by reference into, and form an intiegaat of, this prospectus supplement:

(&) the annual information form of the Corporation (* AIF ") for the financial year ended December 31, 2(

(b) the audited consolidated financial statemehth@ Corporation and the notes thereto for tharfaial year ended December 31,
2012, which comprise the consolidated balance sheseait December 31, 2012 and December 31, 20d tharronsolidated
statements of operations and comprehensive loasslsbiders’ equity and cash flows for the yearsedrdecember 31, 2012 and
December 31, 2011, preparec
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(c)
(d)

()

(f)

(9)

(h)

()

()

(k)

()
(m)

(n)
(0)

accordance with IFRS (tt* Annual Financial Statements”), together with the independent audi’ report thereon
the Corporatio’s manageme’s discussion and analysis relating to the Annuahiitial Statement

the unaudited interim condensed consolidateahitial statements of the Corporation for the tmeath and nine-month periods
ended September 30, 20:

the Corporation’s management’s discussion aadlais for the three-month and nine-month peremtted September 30, 2013 (*
MD&A ™);

the Corporation’s management information ciaecudated April 1, 2013 in connection with the May2013 annual and special
meeting of the shareholders of the Corporat

the Corporation’s material change report daliagich 1, 2013 regarding the National Instrumentl®3-Standards of Disclosure for
Mineral Projects(* NI 43-101") technical report titled “Technical Report Lacsdiées Mine, Ontario, Incorporating Prefeasibility
Study Offset Zone Phas” dated February 13, 2013 (effective date of Jan8an2013) (th¢* LDI Report ”);

the Corporation’s material change report daedich 28, 2013 regarding the appointment of Phildit as President and Chief
Executive Officer of the Corporation and the sdléhe Corporatio’s gold division, NAP Quebec Mines Lt

the Corporation’s material change report datey 16, 2013 announcing the Corporation’s operatilyelopment and financial
results for the three months ended March 31, 2

the Corporation’s material change report datede 17, 2013 regarding the Corporation’s US$13omidebt financing, a Cdn.$20
million private placement of Flow-Through Shares ¢afined below) and the extension of the Corponaioperating credit
facility;

the Corporation’s material change report d@edember 9, 2013 regarding the amendment of thpdZation’s US$130 million
debt financing to add US$15 million and to refun8$6.4 million of cash interest previously paid t@&kfield (as defined below)
to the existing facility (th¢ December 9, 2013 Material Change Repoft);

the term sheet for the Offering dated January @344the" Term Sheet”);

the Corporation’s material change report dd@bary 23, 2014 in respect of the Offering (tdariuary 23, 2014 Material
Change Report”);

the amended term sheet for the Offering dated Jar#& 2014 (th¢ Amended Term Shee”); and
the second amended term sheet for the Offeringlditeuary 30, 2014 (ti* Second Amended Term Sheé€t).

Any material change reports (excluding confidentialterial change reports), annual information forimgrim consolidated financial
statements (including the related management'siggon and analysis), annual audited consolidatadicial statements (including the
auditors’ report thereon and the related manageémeiscussion and analysis), business acquisigponts, information circulars and any other
disclosure documents required to be incorporatectference herein under National Instrument 44-88drt Form Prospectus Distributions
which are filed by the Corporation with the sedastcommissions or similar authorities in eachhefprovinces of Canada after the date of thi
prospectus supplement and prior to the terminaifdhe Offering shall be deemed to be incorpordgdeference into this prospectus
supplement. In addition, any document filed by @weporation with, or furnished by the Corporationthe SEC pursuant to the U.S. Secur
Exchange Act of 1934, as amended (tl&xthange Act”), subsequent to the date of this prospectus supght and prior to the termination of
the Offering shall be deemed to be incorporatecegrence into this prospectus supplement (in #se of any Report on Form 6-K, if and to
the extent expressly provided in such report).

Sl
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Any statement contained in the base prospectuhijdrprospectus supplement or in a document incatpd or deemed to be incorpora
by reference herein or therein for the purposab®flistribution of the Debentures and Warrantslvdldeemed to be modified or superseded,
for purposes of this prospectus supplement, t@xtent that a statement contained herein or im#se prospectus or in any other subsequent
filed document which also is or is deemed to beiiporated by reference herein or in the base pobspenodifies or supersedes such prior
statement. The modifying or superseding statemesd mot state that it has modified or supersedqetbastatement or include any other
information set out in the document that it modifee supersedes. Any statement so modified or saged will not be deemed, except as so
modified or superseded, to constitute a part &f pnospectus supplement. The making of a modifginguperseding statement will not be
deemed an admission for any purposes that the mddif superseded statement, when made, constautgdrepresentation, an untrue
statement of a material fact or an omission testanaterial fact that is required to be statethatris necessary to make a statement not
misleading in light of the circumstances in whitlvas made.

Upon a new annual information form and correspog@innual financial statements and related managésriiscussion and analysis
being filed by the Corporation with securities coissions or similar authorities in each of the pnmés of Canada during the currency of this
prospectus supplement, the previous annual infeom#&brm and corresponding annual financial statesmand related management’s
discussion and analysis, all interim financial sta¢nts and management’s discussion and analysillandterial change reports filed prior to
the commencement of the then current financial yélhbe deemed no longer to be incorporated ihte prospectus supplement for purposes
of future offers and sales of the Debentures and&Mts hereunder.

Upon each new filing of interim financial statemgeand related management’s discussion and anéilgsisvith securities commissions
or similar authorities in each of the provincegCaihada during the currency of this prospectus supght, the previous interim financial
statements and management’s discussion and anfillgdiprior to the commencement of the then curmeterim period will be deemed no
longer to be incorporated into this prospectus krpent for purposes of future offers and salefief@ebentures and Warrants hereunder.

MARKETING MATERIALS

The Term Sheet, the Amended Term Sheet and then8&anended Term Sheet incorporated by referent@srprospectus supplement
are not part of this prospectus supplement to xtenethat the contents of such documents have imeglified or superseded by a statement
contained in this prospectus supplement. Any tetaplarsion of “marketing materials” (as definedNiational Instrument 41-101General
Prospectus Requiremer) filed after the date of this prospectus supplenaend before the termination of the distributiomenthe Offering
(including any amendments to, or an amended verdfiathe marketing materials described above) diemtleemed to be incorporated into and
form an integral part of this prospectus supplem8&ae “Documents Incorporated by Reference”.

Statements included in the template version offdren Sheet relating to the details of the Offettiage been modified in view of
disclosure contained in this prospectus suppleteergflect changes to the details of the Offering the proposed subsequent offering,
including:

. to increase in the size of the Offering from an antaip to $30 million to an amount up to $32 mitti

. to reduce the range of size of the proposedemyent offering (the Second Tranche Offering”) of 7.5% convertible
unsecured subordinated series 2 debentures @keiés 2 Debenture$) and series 2 warrants (theStries 2 Warrants”
and, together with the Series 2 Debentures, Beries 2 Securitie$) from an aggregate principal amount of Series 2
Debentures of between $20 million to $45 millioruwto $43 million;

. to include Warrants in the Offering as part of 8&ies 1 Securitie:

. to reduce the number of Common Shares issuabéxercise of the Series 2 Warrants from (x) 3z28 the number of
Common Shares issuable on conversion of the Delenéund the Series 2 Debentures to (y) 33.33%eofitimber of
Common Shares issuable on conversion of the S2ilEbentures

. to include“full ratche” anti-dilution provisions in the Warrants and the Sefi€%ecurities
. the listing of the Debentures and the Series 2 Dtefoes on the TSX
. to require the Shareholder Approval in respechefissuance of the Warrant Shares and Series 2it5es;|

. to change the formula used to calculate thedatmmy conversion, at the Corporation’s optionthaf Debentures into
Common Shares at maturity from the 5-day VWAP andhy preceding the filing of the shelf supplenteri5% of the 10-
day VWAP, to a maximum of the applicable convergidce;

S-iii
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from what was di

Statements

to add the conditions related to an optiondermaption or mandatory conversion at maturity, ahér described under
“Details of the Offering”: (i) the aggregate dadypllar trading volume of the Common Shares on t8X &nd NYSE MKT
for each of the 10 days prior to the applicable@atceeds $5.5 million; and (ii) no Equity Conditieailure has occurred
and is continuing to the Corporat’s ability to call the Series 2 Warran

to include a cashless exercise right for the Wasrand the Series 2 Warrants in certain circumsts|

to add the conditions that (i) the aggregaily deading volume of the Common Shares on the E®X the NYSE MKT for
each of the 10 days prior the redemption or commersxceeds $5.5 million; and (ii) no Equity Comafit Failure has
occurred to the Corporati’s ability to mandatorily convert the Debentures #redSeries 2 Debenture

to include a requirement that a lead investay lmnd must solely approve certain amendmentst&éhies 1 Securities and
the Series 2 Securitie

to provide a lead investor with restrictive -emptive / participation rights on future offerin

to include penalty interest provisions if the Cogtmn is in default and penalties for other defguihcluding late delivery ¢
shares; an

to include late payment charg
sclosed in the Term Sheet. SeeéReDevelopments” and “Details of the Offering”.

included in the template version ofitmended Term Sheet relating to the details of tiferidg have been modified in view

of disclosure contained in this prospectus suppiertereflect changes to the details of the Offgramd the proposed subsequent offering,

including:

from what was di

Pursuant to

to amend the conversion price of the Debentiioes a conversion rate of approximately 1,381 Canr8hares per $1,000
principal amount of Debentures, to a conversioa ahiapproximately 1,575 Common Shares per $1,80@@ipal amount of
Debentures

to amend the exercise price of the Warrants from. 21869 to Cdn.$0.76.
to amend the initial targeted closing date fromuday 30, 2014 to January 31, 20

to change the amendment requirement of therisiesuo the written consent of the Corporatiod &wlders of 2/3 of the
applicable securities or by 2/3 class or series @bt duly called meeting of holde

to remove the equity conditions and volume condgias conditions precedent to the Second Tranclesif;
to remove references to a lead investor, includimg preemptive/ participation right; ar

to remove the prohibition on variable price offgsn

sclosed in the Amended Term St&ss.“Recent Developments” and “Details of the Qxfgt

Section 9A.3(7) of National Instrum&htl 02 —Shelf Distributions the Corporation has prepared a blackline of threeAde:

Term Sheet against the original Term Sheet, arldckline of the Second Amended Term Sheet agdiesfmended Term Sheet, to show the
modified terms of the Offering and Second Tranciffeiihg. The Amended Term Sheet, Second AmendethTreet and blacklines can be
viewed under the Corporation’s profile on www.sedam. See “Recent Developments — The Offering hadSecond Tranche Offering” for a
summary of the changes between the Term Sheehandiniended Term Sheet, and between the Amended Skeet and the Second
Amended Term Sheet.

CURRENCY AND FINANCIAL STATEMENT PRESENTATION

Unless otherwise specified or the context otherwgsgiires, all references to dollar amounts in ph@spectus supplement, the base
prospectus or in any documents incorporated byeeée herein and therein are references to Canddiars. References to “$” or “Cdn.$"
are to Canadian dollars and references to “US$tate.S. dollars.

Unless otherwise indicated, annual financial stat@sincorporated by reference herein have begraprd in accordance IFRS and
interim financial statements incorporated hereindfgrence have been prepared in accordance WRS;IBsing International Accounting

Standard No. 34.

The following table sets forth, for the Canadiatiatpexpressed in United States dollars: (i) tlghfand low exchange rates during each
period; (ii) the average of the exchange ratesheridst day of each month during each period;
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and (iii) the exchange rate at the end of eactogefiihese rates are based on the noon buyinguétisiped by the Bank of Canada.

Year Ended Nine Months Ended
December 31, September 30,
2012 2013 2012 2013
Highest rate during period 1.029¢ 1.016¢ 1.029¢ 1.016¢
Lowest rate during peric 0.959¢  0.934¢ 0.959¢  0.945¢
Average rate during peric 1.000¢  0.971C 0.997¢ 0.977(
Rate at the end of peric 1.005: 0.940: 1.016¢ 0.972:

On January 29, 2014 the noon buying rate for ome@ian dollar expressed in United States dollarsjumted by the Bank of Canada,
was $1.00=US$ 0.90 (or US$1.00=$1.11). The Canatb#lar/U.S. dollar exchange rate has varied sigaitly over the last several years and
investors are cautioned that the exchange ratesmpied here are historical and are not indicatiatare exchange rates.

CAUTIONARY NOTE TO UNITED STATES INVESTORS

This prospectus supplement, the base prospectuhantbcuments incorporated by reference hereirttearéin have been prepared in
accordance with the requirements of Canadian geutaws, which differ from the requirements ofitdd States securities laws. Unless
otherwise indicated, all reserve and resource astisnincluded in this prospectus supplement, tke peospectus and the documents
incorporated by reference herein and therein haea band will be, prepared in accordance with NL@3 and the Canadian Institute of
Mining, Metallurgy and Petroleum classification m. NI 43-101 is a rule developed by the Cana8iacurities Administrators that
establishes standards for all public disclosurassumer makes of scientific and technical informatoncerning mineral projects.

Canadian standards, including NI 43-101, diffengigantly from the requirements of the SEC, anskrge and resource information
contained in or incorporated by reference into phisspectus supplement and the base prospectusahlg comparable to similar information
disclosed by U.S. companies. In particular, andhevt limiting the generality of the foregoing, teedocuments use the terms “measured
resources”, “indicated resources” and “inferrecdbteses”.Investors are advised that, while such terms aregreized and required by Canad
securities laws, the SEC does not recognize thém.r@quirements of NI 43-101 for the identificatmfrireserves” are also not the same as
those of the SEC, and reserves reported by theo€atipn in compliance with NI 43-101 may not quakis “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. ltovesre cautioned not to assume that any
part of a “measured resource” or “indicated reseuvall ever be converted into a “reserve”. Investshould also understand that “inferred
resources” have a great amount of uncertainty #seio existence and as to their economic and legaibility. It cannot be assumed that all or
any part of “inferred resources” exist, are ecorgaity or legally mineable or will ever be upgraded higher category. Under Canadian rules
estimated “inferred resources” may not form thasdatfeasibility or pre-feasibility studies exceptrare 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 depsset forth in this prospectus supplement, the pesspectus and the documents
incorporated by reference herein and therein maype@a@omparable with information made public by pamies that report in accordance with
U.S. standards.

See “Glossary of Mining Termsi the base prospectus for a description of cedfthe mining terms used in this prospectus supgld,
the base prospectus and the documents incorpdratederence herein and therein.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This prospectus supplement and the base prosgactude or incorporate by reference certain statemthat are “forward-looking
statements” and/or “forward-looking information”high include future oriented financial informatiamithin the meaning of the “safe harbor”
provisions of the United States Private Securitiéigation Reform Act of 1995 and Canadian secastiaws. All statements other than
statements of historical fact are forward-lookitatements. The words “expect”, “believe”, “antidipg “contemplate”, “target”, “plan”,
“may”, “will”, “intend”, “estimate” and similar expessions identify forward-looking statements, alitfo these words may not be present in all

forward-looking statements. Forward-
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looking statements included in this prospectus &mpent, the base prospectus and the documentpireded by reference herein and therein
include, without limitation, information as to ti®rporation’s strategy, plans or future financiabperating performance, such as the
Corporation’s expansion plans at the Lac des fle€){ ") mine, project timelines, production plans, paigd cash flows or capital
expenditures, liquidity, cost estimates, miningrolling methods, projected exploration resultsprgse and reserve estimates and other
statements that express management’s expectati@ssimates of future performance.

Forward-looking statements involve known and unknaisks that may cause actual results to be miedifferent from those
expressed or implied by the forward-looking stateteeSuch risks include, but are not limited to:

the ability of the Corporation to continue as angotoncern

the ability of the Corporation to obtain sulmgtal additional financing necessary to fund bdibrsterm and long-term operations
and capital expenditure requiremet

shareholders may not approve the issuance of threaMéShares and Second Tranche Offer
risks associated with the expansion of the LDI m

fluctuations in commodity prices, interest rated oreign exchange rate

deterioration of general economic conditio

the Corporatio’s inability to achieve or maintain production anqmbrating cost estimate
additional capital expenditure requiremel

inaccuracy of mineral resource and reserve estar

the demand for, and cost of, exploration, develagtraed construction service

the possibility of construction and commissionirgdays;

risks related to future exploration programs)uding the risk that future exploration will n@tplace mineral resources and mineral
reserves that become deplet

inherent risks associated with mining and procegssicluding environmental hazarc

the potential uncertainty related to title to ther@bratior’ s mineral properties

the Corporatio’s reliance on third parties for smelting and refinthe concentrate that is produced at the LDI;1
employment disruptions, including in connectionhwgbllective agreements between the Corporationuainzhs;
environmental and other regulatory requireme

the costs of complying with environmental legisiatand government regulatiot

risks related to the Corporat’'s ongoing relations with First Natior

the risk that permits and regulatory approvedsessary to conduct operations will not be aviglah a timely basis, on reasonable
terms, or at all

loss of key personne
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competition from other current and potential newdurcers of palladium and platinum group met

current or future litigation (including class actf) or regulatory proceedings, including the Clkaston (as defined below
the development of new technology or new alloy$ tloalld reduce the demand for palladit

risks related to the Corporat’s hedging strategie

lack of infrastructure necessary to develop thepGutior's projects

the ability of the Corporation to maintain adatg internal control over financial reporting atisclosure controls and procedures;
and

the consequences of events of default providdde Corporation’s Credit Facility, the 2012 Centible Debentures and the
Brookfield Debt (each as defined below), some oicWwhare beyond the Corporat’s control.

Forward-looking statements, including future oréghfinancial information, are necessarily based ommber of factors and assumption:s
that, while considered reasonable by managemeninherently subject to significant business, ectic@and competitive uncertainties and
contingencies. Factors and assumptions containisiprospectus supplement, the base prospectuthamocuments incorporated by
reference herein and therein that may prove tmberiect, include, but are not limited to, the daling:

that additional financing for the Corporatioeapital and development plans, including the Sddmanche Offering, will be
available, including on reasonable teri

that the LDI mine will be and will remain viable eqationally and economicall

that expectations for mill feed head grade, recpvates and mill performance will be as expectetth@at_ DI mine;

that plans for mine production, mine developmenjguts, mill production and exploration will prockas expected and on budc
that the Corporation will pursue future developmenajects;

that market fundamentals will result in reasonal@mand and prices for palladium anc«-product metals in the futur

that the Corporation will not be subject to angterial environmental incidents, significant redory changes or material labour
disruptions;

that the information and advice the Corporatias received from its employees, consultants duars relating 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 resources and alineserves are appropriate and
accurate; an

that the Corporation and its contractors will béeab attract and retain sufficient qualified emy#es.

All of the forward-looking statements made in thisspectus supplement, the base prospectus add¢henents incorporated by
reference herein and therein are qualified by tlcas¢ionary statements and other cautionary stateneg factors contained herein, and there
can be no assurance that the projected resulsvelapments will be realized or, even if substdiyti@alized, that they will have the expected
consequences to, or effects on, the Corporation.afe cautioned not to put undue reliance on faivaoking statements. All forwarkboking
statements in this prospectus supplement, thefraspectus and the documents incorporated by referieerein and therein are made as of th
date of the document in which such statements apped the Corporation disclaims any obligatiompalate or revise any forward-looking
statements, whether as a result of new informa#wants or otherwise, except as expressly reqbiyddw.
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THE CORPORATION

North American Palladium Ltd. is the successor tadeleine Mines Ltd., a corporation incorporatedairiieMining Companies Act
(Québec) by letters patent in 1968. In January 1BBfIeleine Mines Ltd. was amalgamated with 294812Québec Inc. and the amalgamatec
corporation was wound up into the federally incogted parent corporation, 2750538 Canada Inc. diiitisy changed its name to Madeleine
Mines Ltd. and, in June 1993, the name was chatggBidrth American Palladium Ltd. The Corporatiomtinues to exist under tiiganada
Business Corporations A(* CBCA ").

The Corporation’s head and registered office iatled at 200 Bay Street, Suite 2350, Royal BankaRl8auth Tower, Toronto, ON,
Canada M5J 2J2, telephone: (416) 360-7590, facsiif#ill6) 360-7709.

The Corporation has one material wholly owned glilsy, Lac des lles Mines Ltd. The following chdescribes the Corporation’s
structure as at the date hereof.

North American
Palladium Ltd.
Canada
100%
8616868 Canada Ltd. 100 Sheh;:r:::;n w
Canada Lac des lles Mines Ltd.
Canada

Legris Lake Property

{Cption Agreement)
Ontario

Salmi Property
{Cption Agreement)
Ontario

Lac des lles Mine Buck Lake Property
Ontario Ontario

Shabaqua Property
(Cption Agreements)
Ontario

Bullsaye Property Chisamore Property
Ontario Ontarie

Taman Lake Property
Ontario

Tib Lake Property
{Option Agreement)
Ontario

Wakinoo Lake Property

{Option Agreement)
Cntario

Demars Lake Property Dog River Property

Ontario Ontario

Overview of the Business

The Corporation is an established precious metaldyzer that has been operating its flagship LDierin Ontario, Canada since 1993.
The LDI mine is one of only two primary producefgalladium in the world, offering investors levgeato the price of palladium.

The LDI mine complex consists of an operating ugdmarnd mine and a 15,000-tonne per day mill. Thmany deposits on the property
are the Roby Zone (which was mined through an qitesind underground) and the underground OffseeZwrhich is approximately 300
metres west from the underground Roby Zone), allfith contain disseminated magmatic palladium d#pavith some platinum, gold, nicl
and copper by-products. As of the end of 2013Qbrporation had substantially completed Phasdtsafxpansion of the underground mine,
resulting in the transition to shaft-based infrasture. See “Recent Developments — LDI Update”.

The Corporation believes that there remains sicgunifi exploration upside near the LDI mine, whereiaber of
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exploration targets have been identified for pagrititure production growth. The exploration ugsid further complemented by LDI’s
existing infrastructure, including the excess ciyaat its mill and shaft.

Recent Developments
The Offering and the Second Tranche Offering

The offering of up to $75 million aggregate prirelipmount of unsecured subordinated convertiblewieives under the Offering and
Second Tranche Offering was announced by the Catiparon January 13, 2014, as more fully describéde Term Sheet and the January
2014 Material Change Report. Subsequently, a numfterms of such offering were amended to incliepng other things, an increase of
the size of the Offering to up to $32 million pripal amount of Debentures, and to include the Wesran the Series 1 Securities being offerec
pursuant to this prospectus supplement and a pedg®scond Tranche Offering of up to $43 millionraggte principal amount of Series 2
Debentures together with the associated Seriesrgavita, as more fully described in the Amended T8heet. Other changes to the Term
Sheet, as set out in the Amended Term Sheet, iacardong other things, the inclusion of “full ragthanti-dilution provisions in the Warrants
and Series 2 Securities. Other than pricing antcjgral amounts, it is expected that the Seriesc2i@ees will be substantially similar to the
Series 1 Securities, except investors should tatiethe Debentures do not contain similar “fulletat” anti-dilution provisions as the Warrants
and the proposed Series 2 Securities. On Januag03@ the Corporation filed the Second AmendednT8heet, which further amended the
Offering by changing the conversion price of thdoBrtures from a conversion rate of approximate®1,Common Shares per $1,000
principal amount of Debentures, to a conversioa ahiapproximately 1,575 Common Shares per $1,8@@ipal amount of Debentures, anc
amend the exercise price of the Warrants from $0t8660.762. See “Marketing Materials”.

As required by the TSX, the issuance of the WarSnares, the “full-ratchet” anti-dilution provisi®eontained in the Warrants and the
Series 2 Securities, and the issuance of the S2&ezurities (including Common Shares issuableutice Warrants and Series 2 Securities),
must be approved at a duly called and held meefispareholders of the Corporation (th8Hareholder Meeting”). Resolutions providing
for such approvals must be approved by a majofitliginterested holders of outstanding Common Shés determined by the TSX), present
or represented by proxy at the Shareholder Medtiighareholder Approval”). The Corporation anticipates that the Shareholeeting will
be held on or about March 18, 2014, or on suchrathte as the Corporation determines.

In the event the TSX and NYSE MKT approve for tigtiCommon Shares issuable by the Corporation inextion with the Debentures
and the Warrants, the Corporation anticipatesahgtsuch approval will limit the number of Commdmages that may be issued.

In the fourth quarter of 2013, a construction leas placed on the LDI mine by a supplier. The Croation paid the supplier the amount
owed at the time and the lien was removed. Howeher resulted in an event of default as at Decerthe2013 under the Brookfield Debt
and, as a result of a cross-default and a relataddial covenant breach, an event of default utiieCredit Facility, and accordingly each
lender has had the ability to accelerate its loAsswell, the Brookfield Debt became classifiechasurrent liability as at December 31, 2013
under IFRS. The Corporation has received formaleraifrom both lenders, and the event of defaidtbeen cured.

In connection with an aggregate outstanding amowiig of approximately $2.24 million, there arereutly four construction liens
registered against the LDI mine property, whichatepng on the circumstances may lead to the Catiparbeing in default under the Credit
Facility and the Brookfield Debt. Management intenal seek to have such liens removed on, or asa®pnossible following, the closing of 1
Offering.

The Debentures will be subordinate in right of paytrto the prior payment in full of current Senixebt of the Corporation (including
the Credit Facility and the Brookfield Debt), asearded and/or replaced from time to time. See “Ietdithe Offering — General”.

The Offering and Second Tranche Offering are beimdertaken to seek to remedy the serious finaddf@dulties currently faced by the
Corporation. See “Risk Factors —Risks Related ¢olfiquidity of the Corporation”.

LDI Update

As of the end of 2013, Phase | of the expansiagh@fiinderground mine at LDI was substantially catglresulting in the transition to
shaft-based infrastructure. On January 6, 2014Ctirporation announced that operations were
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making good progress ramping up underground praalutiirough the shaft. The Corporation continuesptimize the underground ore
handling system to improve shaft production (whihkargely completed but not yet operating at éalpacity) and to permit increased
utilization in 2014.

From January 1, 2014 through the date of this matsis supplement, underground mining has procestd@a average rate of
approximately 3,125 tonnes per day.

On a preliminary and unaudited basis, and subgechénge, based on the information currently akkslto the Corporation as of the date
of this prospectus supplement, the Corporation &spe have spent a total of approximately $11@iaonilin capital expenditures during 2013
(excluding capitalized interest), of which approately $92 million was spent on Phase | of the Liverexpansion, approximately $17 milli
was spent on the tailings management facility, goproximately $7 million was spent on other captglenditures.

A comprehensive update to the mineral reserve esulrce estimate at LDI is underway. The Corpandtiavorking with an external
engineering firm to update its current mine plantfee upper Offset Zone based on recent refinenteritee underground mining method,
operating costs and capital expenditure foreca@sis.results of this work will be incorporated imew NI 43-101 technical report that is
expected to be published in the first quarter dff20

Preliminary 2013 Year End Unaudited Results

On a preliminary and unaudited basis, and subgechénge, based on the information currently akkilto the Corporation as of the date
of this prospectus supplement, the Corporation &spe

. to have produced approximately 135,000 ounégesyable palladium for the year ended DecembeRB13, at a cash cost per
ounce of approximately US$560 (net o-product revenue’

. to have a working capital deficit as at Decen8f 2013 of approximately $181 million, which imdes approximately $49 million
in accounts payable (including approximately $40iom of trade payables, some of which were, andesof which remain, in
arrears), $18 million of outstanding borrowings enthe Credit Facility, $179 million of outstandibgrrowings under the
Brookfield Debt (since an event of default had lbe¢n waived at December 31, 2013, the BrookfieldtDmuld be classified as a
current liability under IFRS) and $9 million in ¢aand cash equivalents, ai

. the utilization of the Credit Facility to hateen approximately US$30.8 million and the Creditifty to have been fully utilized.
The Credit Facility utilization as at December 2Q13 includes approximately US$14 million of lestef credit.

The preliminary financial and operating informatiogluded in this prospectus supplement reflectsagament’s estimates based solely
upon information available to the Corporation ashef date of this prospectus supplement. The pirgdirg information presented above is
subject to the completion of the Corporation’s fioi@l closing procedures. Actual results for tharyended December 31, 2013 will not be
finalized until after the Offering is completed amay differ materially from the above estimatescéwlingly, you should not place undue
reliance upon these preliminary results. See “Ra&tors” and “Cautionary Note Regarding ForwardHing Statements.”

Outlook
As outlined in a press release by the Corporatiodamuary 6, 2014, the Corporation is targetindismal 2014:

. production of 170,000 to 175,000 ounces of p&ypalladium, at an average cash cost per ount&Ss650 (net of by-product
revenue); ani

. spending approximately $30 million in capital exgiares, plus approximately $4 million on exploosti

The Corporation anticipates that the LDI mine \g#éinerate positive cash flow from operations befaweking capital changes in fiscal
2014. After including working capital changes iscfl 2014, the Corporation expects to generatetivegaash flows from operations, primar
as a result of an expected decrease in accoungbleags the Corporation transitions away from isitenconstruction activity and an expected
increase in accounts receivable as production raipg the LDI mine. The Corporation believes thatproceeds of the Offering and the
Second Tranche Offering will be
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sufficient to fund the Corporation’s activities fitre next 12 months (assuming such offerings amgpéeted for proceeds to the Corporation of
not less than $70 million).

The Corporation also is required to begin payirtgriest on the Brookfield Debt in cash before the @fnthe second quarter of 2015,
which, if achieved, would reduce interest rateshanBrookfield Debt to 15% per annum from the catrE9% per annum. See “—Brookfield
Debt Financing”.

As a result of the Corporation’s ongoing reviewtsfdevelopment strategy, management currenthebed that development of the LDI
mine at depth will be critical to satisfying thergoration’s financial obligations and for its lotgrm profitability. Additional diamond drilling
followed by appropriate engineering studies is neglin order to determine the economic viabilihdacapital costs of deepening the shaft anc
developing the mine at depth. The Corporation id$eto commission a technical study to assess thesfgrowth potential of LDI by
evaluating: expansion of the mine at depth; alt&raanining methods; and several lateral develogropportunities. The Corporation
anticipates that the technical study, if commissthrwill be completed in the second half of 201veikif the Offering and the Second Tranche
Offering are completed for proceeds to the Corponatf not less than $70 million, using consenssatprice assumptions, the Corporation
believes that significant additional equity (oraifailable, debt) financing will be required stagtin 2015 to expand the mine at depth.

Results for fiscal 2014 and 2015 are very diffi¢alestimate accurately, and are subject to muchkrtainty, including as a result of the
reasons outlined under “Cautionary Note Regardimgverd-Looking Statements”. Such estimates reflembagement’s beliefs based solely
upon information available to the Corporation ashef date of this prospectus supplement. See ‘Raskors”.

Brookfield Debt Financing

On June 7, 2013, the Corporation completed a US#1iBon term loan financing (the Brookfield Debt ") with Brookfield Capital
Partners Ltd. (‘Brookfield ”). The Brookfield Debt was amended on November 2932f8sulting in an additional advance of US$21.Hioni
in cash to support the Corporation’s working cdpiteeds and continue funding operating and capitpénditures at LDI. The cash received
consisted of an additional US$15 million and a nefof US$6.4 million of cash interest previouslydo Brookfield, which was added to the
existing facility. The Corporation’s obligationsder the Brookfield Debt are guaranteed by the Qatmn’s wholly-owned subsidiary, Lac
des lles Mines Ltd. (LDIL "). The Brookfield Debt, and the guarantee of LDélce secured by first priority security intereststioe
Corporation’s and LDIL’s assets other than the aot®receivable and inventories, which are suligeatsecond priority security interest.
Pursuant to the amendment, the interest rate lesdadculated as if the Corporation had electexttoue interest on the loan from the date of
the original closing of the Brookfield Debt (June2D13), resulting in an interest rate of 19% uttd Corporation elects to revert to cash
interest payments. At such time as the Corporadleats to revert to cash interest payments, tlezdst rate will be 15% per annum on the
principal amount outstanding, which principal ambimeludes capitalized interest. As a result of bieoactive application of the 19% interest
rate to June 7, 2013, as at December 31, 2013gregage US$172.6 million principal was outstandinder the Brookfield Debt consisting
US$148.9 million of loans and capitalized commitiieres; US$15.6 million of accrued and capitalizgdrest; and US$8.1 million of a
capitalized amendment fee. Pursuant to the amengdprepayment of any principal (including capitelizinterest) would be subject to a
prepayment fee and voluntary prepayment conditions.

The Brookfield Debt contains covenants typicallo$ type of facility including maintaining a senidebt to EBITDA ratio (the “
EBITDA Ratio ") of 12:1 beginning in October 2014, which ratimgressively declines to 4:1 after July 2015. EBND this prospectus
supplement has the meaning set forth in each dBtbekfield Debt or Credit Facility as applicablhe Corporation must also maintain a
minimum shareholders’ equity of not less than $@0on and may not make capital expenditures (edirlg interest capitalized under the
Brookfield Debt) in any fiscal year in excess 9ftfie amounts expended in respect of the LDI mlaa and (ii) certain annual amounts,
including a cap of $120.9 million in fiscal 2013da%75 million in fiscal 2014. The Corporation usegortion of the net proceeds from the
Brookfield Debt to redeem in full its existing sensecured notes due October 4, 2014 ($72 millioc)uding the redemption premium related
thereto, and used the remaining net proceeds fitat@xpenditures at the LDI mine. The Corporatioaviously disclosed that it expects to
record a non-cash loss of approximately $14.5 amilln the fourth quarter of 2013 related to theoaating treatment of the amendment to the
Brookfield Debt. However, due to a change in estédduture cash flows, the Corporation no longgreexs to incur a loss related to the
amended Brookfield Debt in the fourth quarter o120

In the fourth quarter of 2013, a construction leas placed on the LDI mine by a supplier. The Craation paid the supplier the amount
owed at the time and the lien was removed. Howekiesr resulted in an event of default as at
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December 31, 2013 under the Brookfield Debt and, i@sult of a cross-default and a related findrmoeenant breach, an event of default
under the Credit Facility, and accordingly eachdiarhas had the ability to accelerate its loanswél the Brookfield Debt became classified
as a current liability as at December 31, 2013 uifeleRS. The Corporation has received formal waifeys both lenders, and the event of
default has been cured.

Extension of Credit Facility

On June 7, 2013, the Corporation extended its US$i8idn revolving operating credit facility (theCredit Facility ") by an additional
year to July 4, 2014. As at December 31, 2013CHgoration had outstanding borrowings of US$30ilan under the Credit Facility and tl
Credit Facility was fully utilized. The Credit Féity is secured by a first priority security intstén the Corporation’s and LDIL’s accounts
receivable and inventories and a second priorityisey interest in the other assets of the Corponaéind LDIL. See “—Preliminary 2013 Year
End Unaudited Results”.

The Credit Facility contains covenants typicaltagttype of facility, including maintaining a senitebt to EBITDA ratio of 12:1
beginning in October 2014, which ratio progressivagclines to 4:1 after August 2015. EBITDA in thimspectus supplement has the mea
set forth in each of the Brookfield Debt or Crdeficility as applicable. The Corporation must alsonain a minimum equity of not less than
$200 million and may not make capital expenditdee€luding interest capitalized under the BrookfiBlebt) in any fiscal year in excess of
(i) the amounts expended in respect of the LDI npila@ and (ii) certain annual amounts, includingap of $120.9 million in fiscal 2013 and
$75 million in fiscal 2014.

The borrowing availability under the Credit Fagilis limited based on a borrowing base calculatwinich is determined five days after
the end of each calendar month based on certagivedates and inventories. The Corporation has ptesly had to repay certain amounts
outstanding as a result of a reduced borrowing Bademay in the future be required to repay furimeounts.

Flow-Through Offering

On June 7, 2013, the Corporation entered into aigtion agreement in respect of a fully subsctipavate placement (thePrivate
Placement”) of flow-through shares (theFlow-Through Shares”) for aggregate gross proceeds to the Corporatf@pproximately $20
million. The Corporation issued the Flow-Througha&#s in two tranches. The first tranche consist&j668,009 FlowFhrough Shares, whic
were issued by the Corporation on June 19, 2018.s€eond tranche consisted of 8,590,328 Flow-Thr@&lwres, which were issued by the
Corporation on July 23, 2013. The Corporation ubedhet proceeds from the Private Placement fgibddi mine expansion expenditures and
exploration activities at the LDI mine and propértyOntario that constitute “Canadian exploratiapense” as defined in thHecome Tax Act
(Canada) (the Tax Act ).

RISK FACTORS

An investment in the Debentures and Warrants islyigpeculative and involves a significant degreask. In addition to the other
information contained in this prospectus supplemtiig base prospectus and the documents incorpbiateeference herein and therein,
including without limitation, the risk factors refed to in the base prospectus and the AlF underttbading “Risk Factors”, prospective
investors should carefully consider the factorsmétbelow in evaluating the Corporation and itsimess before making an investment in the
Debentures and Warrants. If any event arising fthese risks occurs, the Corporat’s business, prospects, financial condition, resolt
operations or cash flows could be adversely aftbdtee value of the Warrants could decline, thelitng price of the Debentures or the
Common Shares issuable thereunder could declinealimmd part of any investment in the Debenturesriahts or the Common Shares
issuable thereunder may be lost. Additional riskd ancertainties not currently known to the Corgiama or that the Corporation currently
deems immaterial may also materially and adveraéfgct the Corporation’s business, prospects, fai@ncondition, results of operation and
cash flows.

Risks Related to the Liquidity of the Corporation
The Corporation may not be able to continue as argpconcern.

While the Corporation has operations that genemstenue, the Corporation incurred net losses ofZ68llion and $66.0 million in the
years ended December 31, 2011 and 2012 and assedfi®34.4 million in the nine months enc
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September 30, 2013. As at December 31, 2013, oelianmmary and unaudited basis, subject to chamgeb@sed on the information currently
available to the Corporation, the Corporation ha@stimated working capital deficit of approximst8L81 million, which includes
approximately $49 million in accounts payable (ittthg approximately $40 million of trade payablesme of which were, and some of which
remain, in arrears), $18 million of outstandingrbarings under the Credit Facility, $179 millionaditstanding borrowings under the
Brookfield Debt (since an event of default had Ine¢n waived at December 31, 2013, the Brookfieldt®auld be classified as a current
liability under IFRS) and $9 million in cash andshaequivalents.

After including working capital changes, the Comgtgrn expects to generate negative cash flows tperations in fiscal 2014, primarily
as a result of an expected decrease in accoungbleags the Corporation transitions away from isitenconstruction activity and an expected
increase in accounts receivable as production raipg LDI. The Corporation does not currently hau#ficient committed available debt or
equity financing in place to continue operationd arploration and development activities and fulhdfats planned capital expenditures, and
the borrowing availability under the Credit Fagilis limited based on a borrowing base calculathma result, the Corporation’s ability to
continue as a going concern is dependent on thgotation securing additional financing. Althougle Borporation believes that the proceeds
of the Offering and the Second Tranche Offering kel sufficient to fund the Corporation’s activiiéor the next 12 months (assuming such
offerings are completed for proceeds to the Cotmaf not less than $70 million), there can beassurance that the Offering will be fully
subscribed as there is no minimum amount of fuhdsrmust be raised under the Offering, and themebeano assurance that the Second
Tranche Offering will be completed or that any aiddial financing will be available on acceptablens, if at all. Failure to obtain necessary
financing at the time required may result in theager indefinite postponement of exploration, depenent or production on any or all of the
Corporation’s properties, or the loss of one oremnafrits property interests, and could ultimatedyge the Corporation to cease operations. Se
“Risks Related to the OfferingFhe Debentures are unsecured, are subordinatghinai payment to the prior payment in full of @nt Seniol
Debt of the Corporation, as amended and/or replroed time to time, and are structurally subordingt all liabilities of the Corporation’s
subsidiaries”.

Although the Corporation currently expects to raisp to $32 million in the Offering and up to $43 #ion in the Second Tranche
Offering, there is no certainty that such financingill be available.

Although the Corporation currently expects to raipgo $32 million in the Offering and up to $43llion in the Second Tranche
Offering, there is no certainty that the such ficiag will be available in such amounts, or at @ie Corporation has appointed Edgecrest
Capital Corporation and Canaccord Genuity Corcamada, and Canaccord Genuity Inc. in the UnitateSt as the exclusive placement
agents for the Offering and the Second TrancheridffeWhile the Agents have agreed to use theit &#srts to sell such securities, the
Agents will not be obligated to purchase any sdéiesrihat are not sold. In addition, as a resuthefOffering and the Second Tranche Offering
being made on a best efforts basis with no minimitne Corporation may raise substantially less thermaximum total offering amounts
currently contemplated. If the Corporation is ueatol complete the Second Tranche Offering, or thig@ration is unable to raise sufficient
funds in the Offering and the Second Tranche Qftgrihe Corporation will need to seek other altévea, which may include a debt
restructuring, including a restructuring of the Betures.

The Warrants and Series 2 Securities will contaifuli-ratchet” anti-dilution provisions, which may &ect the Corporation’s ability to
secure future equity financing or reduce the proaeof any equity financings that would otherwise &eailable to the Corporatior

The Warrants and Series 2 Securities will cont&ii-fatchet” anti-dilution provisions, which meatisat (with certain exceptions) any
new issuances of Common Shares or securities dilnieento Common Shares at a price, exercise micnversion price below those of the
Warrants and Series 2 Securities, as applicablerasult in the conversion price or exercise poé¢he Warrants and Series 2 Securities, as
applicable, being reduced to match the price, éserice or conversion price of such new issuafic@mmon Shares or securities
convertible into Common Shares. The “full-ratchaiti-dilution provisions also apply to reduce tixereise price of the Warrants to the
exercise price of the Series 2 Warrants, in theethe Series 2 Warrants have an exercise priaabisle exercise price of the Warrants. Thes
anti-dilution provisions may result in an increasesnber of Common Shares being issued in respabedVarrants or Series 2 Securities,
resulting in further dilution for holders of the oration’s equity or convertible securities, indilng the Debentures, which could increase the
risk of not obtaining Shareholder Approval, and raffgct the Corporation’s ability to secure futeity financing or reduce the proceeds of
any equity financings that would otherwise be aldé to the Corporation.
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Shareholder Approval is required for the issuancktbe Warrant Shares and the Second Tranche Offagin

The issuance of the Warrant Shares, the “full-ritchnti-dilution provisions under the Warrants dhd issuance of the Series 2
Securities are subject to Shareholder Approvaktoltitained at a Shareholder Meeting to be heldviatlg the closing of the Offering. The
Corporation anticipates that the Shareholder Mgetiii be held on or about March 18, 2014, or oatsather date as the Corporation
determines. There is no assurance that sharehalileegpprove the issuance of the Warrant Sharesaairihe Second Tranche Offering. If
Shareholder Approval of the issuance of the Wargares is not obtained by March 30, 2014 the Witsnaill terminate. If Shareholder
Approval of the Second Tranche Offering is not oted, the Corporation will likely be required tormediately seek alternative sources of
financing; however there is no certainty that alédive sources of financing will be available égvailable, that such financing will be
available on acceptable terms.

The Corporation will require substantial additiondinancing to fund long-term operations and invesamt capital requirements.

Based on managemesipreliminary internal review, significant additadrcapital expenditures will be required in ordeekpand the LC
mine at depth and increase rates of production.ddrporation’s management currently believes tlieaetbpment of the LDI mine at depth
will be critical to satisfying the Corporation’syfincial obligations and for its long-term profitiéthi Additional diamond drilling followed by
appropriate technical studies are required in otaleietermine the economic viability and capitadtoof deepening the shaft and developing th
mine at depth. The Corporation intends to commisaitechnical study to assess the future growténtiai of LDI by evaluating the expansion
of the mine at depth, alternative mining methods several lateral development opportunities. Tkhngal study, if commissioned, would be
targeted for completion in the second half of il 4.

Capital expenditures associated with expandindg Blemine at depth and increasing rates of productidl require significant additional
financing. There can be no assurance that additimaancing will be available to the Corporation @hneeded or on terms acceptable to the
Corporation. In addition, the consent of the lesderder the Corporation’s then existing debt faesimay be required for any such financing
transaction. There can be no assurance that susients would be obtained. The Corporation’s inghit obtain additional financing would
severely limit the Corporation’s ability to achiepeofitability, and may ultimately require the Corption to cease operations.

The Corporation may not be able to generate suffiti cash to service all of its indebtedness, inéhgithe Debentures, and may be
forced to take other actions to satisfy its obligats under its indebtedness, which may not be ssstel.

As of December 31, 2013, after giving effect to @féering and the Second Tranche Offering (assurairagh offerings are fully
subscribed), the Corporation estimates that it didwalve had $344.9 aggregate principal amount @htediness outstanding. The Corporason’
ability to make scheduled payments of interestpittipal on its outstanding indebtedness or tmegfce its debt obligations depends on its
financial and operating performance, which is scifdje prevailing economic and competitive condi@nd to certain financial, business and
other factors beyond its control. No assurancesegprovided that the Corporation will generatdisight cash flow from operating activities
to permit it to pay the principal, premium, if arand interest on its indebtedness. While the Caitpmr currently has the ability to pay interest
in kind on the Brookfield Debt, the terms of theoBkfield Debt require that the Corporation begipé&y cash interest after May 31, 2015.

In addition, the Brookfield Debt and the Credit fiaceach require the Corporation to maintain aximaum senior debt to EBITDA ratio
beginning in October 2014. In October 2014, theimarn EBITDA Ratio permitted is 12:1, which falls 10:1, 9:1, 8:1, 7:1 and 6:1 over the
next five subsequent months respectively, 6:1 foadditional month, to 5:1 for the following thremnths and to 4:1 after that. If the
Corporation’s EBITDA is not sufficient, or if theoBporation’s senior debt increases (including essalt of the Corporation accruing further
amounts of interest payable on the Brookfield Casbprincipal), the Corporation may not be ableatisfy the EBITDA Ratio. EBITDA in this
prospectus supplement has the meaning set foghah of the Brookfield Debt or Credit Facility ggphcable. See “Risk Factors — Other Risks
Related to the Corporation — The Corporation mayeb@ired to record impairment charges which maxeegkly affect financial results and
could cause the Corporation to breach its covenardsr the Brookfield Debt and the Credit Facility”

If cash flows, capital and other resources areffitsent to fund the Corporation’s debt serviceightions, the Corporation may be forced
to reduce or delay capital expenditures, sell assedperations, seek additional capital or restinecor refinance its indebtedness, including th
Debentures. No assurances can be made that ther&oop would be
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able to take any of these actions, that theserectimuld be successful and permit the Corporatianget its scheduled debt service
obligations, or that these actions would be pesditinder the terms of existing or future debt agesgs, including the Credit Facility and the
Brookfield Debt. The Credit Facility and the Browtél Debt currently restrict the Corporatigrability to dispose of assets and use the prot
from such dispositions and, accordingly, the Caaion may not be able to dispose of any assets aotain or use the proceeds of any
dispositions.

If the Corporation cannot make scheduled paymenitsalebt, or comply with its covenants, it wié im default of such indebtedness
and, as a result:

. holders of such debt could declare all outstangigcipal and interest to be due and paya

. the lenders under the Credit Facility could terrtértheir commitments to lend the Corporation moi

. the holders of the Corporati's secured debt could realize upon the assets sgahgir borrowings

. the Corporation could not pay interest on the Délres in cash or Common Shar

. the Corporation would cro-default under certain material agreeme

. the Corporation could become the subject dfueturing, insolvency, bankruptcy or liquidatioropeedings, which could result in
purchasers losing their investment in the Debesfuard

. the value of the Common Shares could dec

Risks Related to the Offering
The Debentures and Warrants may not have an activarket and their price may be volatile. Purchasensly be unable to resell
Debentures or Warrants at a desirable price or @it

The Debentures and Warrants constitute new isdus=carities of the Corporation. There is currembymarket through which the
Debentures and Warrants may be sold and purchassrsiot be able to resell the Debentures and Warpanmchased under this prospectus
supplement. The Corporation does not currentlynishti® list the Warrants on any exchange or markegphand currently no market for the
Warrants is expected to develop, which may adveeéct the prices at which the Warrants trade aSisurance can be given that an active o
liquid trading market for the Debentures will deMelor be sustained. If an active or liquid marketthe Debentures fails to develop or be
sustained, the prices at which the Debentures tredebe adversely affected.

The liquidity of the trading market in the Debemtsirand the market price of the Debentures andalue of the Warrants, may be
adversely affected by a number of factors, inclgdat not limited to:

. whether the issuance of the Warrant Sharesfuligatchet” anti-dilution provisions of the Waants, and the Second Tranche
Offering receive Shareholder Approv

. in the case of the Debentures, prevailing intenagss;

. the markets for similar securitie

. the number of holders of the Debentures and Waay

. the financial condition, results of operation amdgpects of the Corporatio

. neither the Debentures nor the Warrants will beyiiole with any securities issued under the Secaadidhe Offering

. the publication of earnings estimates or oteeearch reports and speculation in the pressyvesiment community about the
Corporation;
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. that certain of the Debentures will be issued ifinitere form rather than through the facilities @depositary
. the market price and volatility of the Common Ska
. changes in the industry in which the Corporatioarages and competition affecting the Corporatiot

. general market and economic conditic

The condition of the financial and credit markets @revailing interest rates have fluctuated inghst and are likely to fluctuate in the
future. Fluctuations in these factors could havadwerse effect on the market price of the Debestand the Warrants.

The rights of holders of the Debentures as credganay be limited under any restructuring, insolvendankruptcy or liquidation
proceedings pertaining to the Corporation and inysuch process holders of Debentures, Warrants orfnon Shares may recei
nothing.

The rights of the trustees to enforce remedies uthdelndenture may be significantly impaired i tBorporation seeks the benefit of the
restructuring provisions of applicable Canadiarefatibankruptcy, insolvency and other restructutaggslation. For example, both the
Bankruptcy and Insolvency A(Canada) (‘BIA ") and theCompanies’ Creditors Arrangement A€anada) (‘CCAA ") contain provisions
enabling an “insolvent person” to obtain a stapmfceedings against its creditors and others, aligvt to retain possession and administratior
of its property and to prepare and file a proposadlan of compromise or arrangement for considandiy all or some of its creditors to be
voted on by the various classes of its creditoh& Torporation’s secured creditors will likely Imetheir own class, thereby having effective
voting control over the approval of any restruatgrplan or proposal. The restructuring plan or peap, if accepted by the requisite majorities
of creditors and if approved by the court, coulslifein the compromise or extinguishment of a hotdaghts under the Debentures and may
result in the Corporation retaining possessionadrdinistration of its property notwithstanding thatEvent of Default (as defined below) has
occurred under the Indenture .

The powers of the courts under the BIA and partidylunder the CCAA have been exercised broadfyrdtect a restructuring entity
from actions taken by creditors and other par#d&sordingly, the Corporation cannot predict whethayments under the Debentures would b
made following commencement of or during such @@eding, whether or when the trustees could exethr rights under the Indenture,
whether a holder’s claims could be compromisedxtinguished under such a proceeding or whethet@amchat extent holders of the
Debentures would be compensated for delays in payrifi@ny, of principal and interest.

Similar circumstances and outcomes may arise ipthe of arrangement provisions of the CBCA areduseeffect any similar debt
restructuring.

To the extent that any claims under the Debentiareslaims under the Warrants or Common Sharegdssa conversion, redemption or
exercise of the Debentures or the Warrants, asabe may be) are characterized as “equity claimdéua BIA or CCAA proceeding, then
such claims will not be entitled to any paymenilufter all of the Corporatios’ unsecured creditors have been repaid in full taadholders ¢
the Warrants or Common Shares issued on convergdamption or exercise of the Debentures or Wesras the case may be, may receive
nothing. In addition, if funds are not availablepty in full claims of the holders of the Corpooats current secured indebtedness, holders of
the Debentures could receive no payment in any pumteedings.

If any restructuring, insolvency, bankruptcy or ligidation proceedings are initiated with respectttee Corporation, holders of the
Debentures may receive substantially less than theyld have been entitled to receive under the Intlee.

If restructuring, insolvency, bankruptcy or liguithe proceedings are initiated with respect toG@meporation, the claim by any holder of
the Debentures for the principal amount of the Délres may be limited to an amount equal to the slithe original issue price for the
Debentures. Accordingly, in addition to risks rigtto a holder’s ability to receive payments ahpipal and interest relating to the
Debentures, in such circumstances, any claim kgl@eh of the Debentures for the Make-Whole Amouaymot be permitted. Accordingly,
holders of the Debentures under these circumstanaggeceive a lesser amount than they would h#ezhto receive under the terms of the
Indenture, even if sufficient funds are available.
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The Corporation currently has a substantial amouot indebtedness and significant interest paymenueéements.

The Corporation currently has a substantial amotiintdebtedness and significant interest paymemquirements. This substantial degree
of leverage could have important consequencesdiolens of the Debentures and Warrants, includiegetiowing:

. it may limit the Corporation’s ability to obtaadditional debt or equity financing for workingpital, capital expenditures, debt
service requirements, acquisitions or general gatpar other purposes, or limit the Corporatiabdity to obtain such financing
on acceptable term

. a substantial portion of the Corporation’s cfistvs from operations will be dedicated to the @t of principal and interest on
indebtedness and will not be available for otheppses, including funding development and otheratpey expenses, capital
expenditures, working capital, future business opymities and other general corporate purpa

. the debt service requirements of the Corpon&isenior indebtedness could make it more diffitmkatisfy the Corporation’s other
financial obligations, including those related ie Debentures

. certain of the Corporation’s borrowings, indluglborrowings under the Credit Facility, are atiable rates of interest, exposing it
to the risk of increased interest rat

. it may limit the Corporatic’s flexibility in planning for, or reacting to, chges in its business and the industry in which d@rafes

. it may limit the Corporation’s ability to adju® changing market conditions and place it abagetitive disadvantage compared to
its competitors that have less debt or greatentiizd resources

. it may limit the Corporatic’s ability to pursue strategic acquisitions and othesiness opportunities that may be in its bestasts

. the Corporation may be more vulnerable to garemtverse economic and industry conditions, apvardurn in general economic
conditions or in its business; and

. the Corporation may be unable to carry out capjgehding that is important to its grow

Under the current terms of the Credit Facility dmel Brookfield Debt, the payment of principal oe Bebentures in cash would be
prohibited unless consented to by the lendersddtitian, under the terms of the Credit Facilitye tBrookfield Debt and the Subordination
Agreements (as defined below), the payment of @stein cash or Common Shares on the Debenturesieuprohibited if a default has
occurred or would occur as a result of such paymeraddition, the Debentures will be subordingtethe Credit Facility and the Brookfield
Debt. See “ - Details of the Offering”. Both thee@it Facility and the Brookfield Debt mature priorthe Maturity Date. If such terms
prohibiting payment in cash remain in place atNtagurity Date, however, the Corporation expectsdek to repay the principal amount of the
Debentures with Common Shares as described undgalilp of the Offering — Description of the Debertsi— Payment at Maturity”, which
may not be permitted. See “—The Corporation mayeniaterest payments and Make-Whole Amounts on #igeDtures in Common Shares
and pay principal amounts due at maturity or red@ampn Common Shares, however in certain circumsta the Corporation may not be able
to issue Common Shares which may lead to a dafadkr the Debentures”.

The Corporation may incur substantially more dehttake other actions that affect its ability to ssfly its obligations under the
Indenture.

As of December 31, 2013, the Corporation had oudte borrowings of US$172.5 million under the Bkfield Debt and US$30.8
million under the Credit Facility and $43.0 milli@ggregate principal amount of convertible debastaue 2017 (the2012 Convertible
Debentures”). The Corporation may incur substantial additiondebtedness in the future. The terms of the Debes do not limit the
Corporations ability to recapitalize, incur additional debtdiuding secured debt) or take certain other astiorcluding repurchasing Comm
Shares. Some of these actions may diminish thedCatipn’s ability to make payments on the Debergwuvben due or require the Corporation
to dedicate a substantial portion of its cash ffawn operations to payments on its indebtednes&haould further reduce the availability of
cash
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to fund the Corporation’s operations, working calpéind capital expenditures. In addition, suchoastimay limit the Corporatiog'flexibility to
adjust to changing market conditions and its gbititwithstand competitive pressures, and coulth&rrincrease the Corporatisnvulnerability
to a downturn in general economic conditions reldtethe Corporation’s business or industry.

The Debentures are unsecured, are subordinate ghti of payment to the prior payment in full of cuent Senior Debt of the
Corporation, as amended and/or replaced from tinogtime, and are structurally subordinate to all kidlities of the Corporation’s
subsidiaries.

The Debentures will be direct, unsecured obligatiofithe Corporation. The payment of the princigfabnd premium, if any, and inter
on, the Debentures will be subordinate in righp@ayment to the prior payment in full of current Beebt of the Corporation (including the
Credit Facility and the Brookfield Debt), as ameshd@d/or replaced from time to time.

In addition, since the Debentures are unsecurddatlins of the Corporation, they are effectivaipardinated to all of the Corporation’s
existing and future secured indebtedness, incluttiaddrookfield Debt and the Credit Facility, t@tbxtent of the value of the assets securing
such indebtedness. Therefore, in the event oftb@vency, bankruptcy, liquidation, reorganizatidissolution or winding up of the
Corporation, the Corporation’s assets that sernabateral for any secured indebtedness will bailable to pay the Corporation’s obligations
with respect to the Debentures only after the Cafpon has paid in full the applicable secured btddness. There may be insufficient assets
remaining following such payments to pay amounts oiu any or all of the Debentures then outstanding,any such payments may have t
sharedpro ratawith all of the other equally ranking unsecureddai@s of the Corporation.

All or almost all of the Corporation’s consolidatexvenues and profits are earned by the Corporatsubsidiaries. None of the
Corporation’s subsidiaries has guaranteed or otisertiecome obligated with respect to the Debentédesordingly, the Debentures are
effectively subordinated to claims of creditorsc{uding trade creditors) of the Corporation’s sdizgies. As of September 30, 2013, the total
liabilities of the Corporation’s subsidiaries (exding intercompany liabilities and guarantees efg¢bcured debt), were $81.2 million.

In addition, the Corporation is dependent upondiimds and other payments from its subsidiariegb@igte the funds necessary to mee
its obligations under its outstanding debt and otiidigations. The Corporatiog’'subsidiaries are legally distinct from the Cogbimn and hav
no obligation to pay amounts due on the Debenturés make dividends or other payments to the Caien for payment of the Debentures.
The Corporation’s subsidiaries may not generatgcgeriit cash from operations to pay dividends dreotpayments to the Corporation to make
principal and interest payments on its indebtednBEss Corporation’s subsidiaries may be permitteden the terms of the Corporation’s
indebtedness, including the Indenture, to incuitaahl indebtedness that may restrict them fronkimgpayments to the Corporation. There
can be no assurance that agreements governingitarne future indebtedness of the Corporatianibsidiaries will permit those subsidiarie
provide the Corporation with sufficient cash todyrayments on the Debentures when due.

The Indenture contains limited restrictive covenant

The Indenture will not restrict the Corporationrfrancurring additional indebtedness for borrowecheoor from mortgaging, pledging
or charging its properties to secure any indebtssire addition, the Indenture will not contain gmmgvision specifically intended to protect
holders of the Debentures in the event of a fuleweraged transaction involving the Corporatiord wiill not require the Corporation to
maintain any financial ratios or specific levelsnet worth, revenues, shareholders’ equity, incarash flows or liquidity. Accordingly, the
Indenture will not protect holders of the Debensurethe event the Corporation experiences sigmitiadverse changes in its business,
financial condition, or results from its operations

Prevailing yields on similar securities may affettte market value of the Debentures.

Prevailing yields on similar securities will affabie market value of the Debentures. Assumingthofactors remain unchanged, the
market value of the Debentures will decline as gileng yields for similar securities rise. An inase in yields could have an adverse effect or
the market value of the Debentures.

The conversion price of the Debentures and the Waant Exercise Price will not be adjusted for all difive events.
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The conversion price of the Debentures and the &daExercise Price will be subject to adjustmenttertain events as described under
“Details of the Offering.” Events that adverselyeat the value of the Debentures or the Warrantg mcaur, however, that will not result in an
adjustment to the conversion price or the Warramtr€ise Price, as applicable.

The Corporation may make payments of interest, Mak#hole Amounts, make-whole tax amounts and Late @es on the
Debentures in Common Shares and pay principal amtidue at maturity in Common Shares, however inte@r circumstances thi
Corporation may not be able to issue Common Shasbsch may lead to a default under the Debentures.

In certain circumstances, the Corporation may npakenents of interest, Make-Whole Amounts, make-@lak amounts and Late
Charges (as defined herein) on the Debenturesimn@m Shares and pay principal amounts due at matnrfCommon Shares. In addition, a
holder may convert all or a portion of its Debeatuinto Common Shares at any time unless as & oésulch conversion the holder or any of
its affiliates would beneficially own in excess®8% of the outstanding Common Shares. The rebgiptholder of Common Shares in lieu of
cash is subject to the risk that the price of tben@ion Shares declines and the value of the ComrhareS received by a holder is less thar
amount that would be received by a holder if sunle@nt were paid in cash.

In the event the TSX and NYSE MKT approve for iigtiCommon Shares issuable by the Corporation upowetsion, including a
mandatory conversion at maturity, of the Debenturesatisfaction of interest payable, Make-Wholadunts, make-whole tax amounts or
Late Charges or upon exercise of the Warrants,ntieipate that any such approval will limit the nioben of Common Shares that may be is:
by the Corporation to the maximum number of Comr8bares that would be issuable (i) upon conversidgheoDebentures, (i) in satisfaction
of interest payable, Make-Whole Amounts, make-whaleamounts and Late Charges and (iii) upon eseraf the Warrants, in each case
assuming the number of Common Shares issuable symnconversion, satisfaction or exercise was ttkd in the case of (i) and (ii) above
at the conversion price of the Debentures anddrcttse of (iii) above at the exercise price oMraarants. As a result, there can be no
assurance that a sufficient number of Common Shaitelsave been approved for listing on the TSX &MdSE MKT so as to permit, in all
circumstances, (i) the Corporation to pay all iastr Make-Whole Amounts, make-whole tax amountslaaid Charges on the Debentures in
Common Shares and (ii) to pay all principal amouhis on conversion or at maturity in Common Shaaed,there can be no assurance the
TSX and NYSE MKT will approve for listing additioh@ommon Shares.

Further there can be no assurance that the Coiqosaill be permitted under the terms of the Créditility or the Brookfield Debt (or
any debt instrument that the Corporation enters intluding a debt instrument that replaces orradaehe Credit Facility or the Brookfield
Debt, as the case may be) to pay interest, Makel&\Wmounts, make-whole tax amounts and Late Chaayesother payments under the
Indenture in cash or to pay principal amounts duaaturity in cash. In the event (A) that an ingi#nt number of Common Shares are
approved for listing by the TSX and NYSE MKT to piétrthe Corporation to (i) pay all interest, Lathatges, Make-Whole Amounts, make-
whole tax amounts and other payments on the Detaniin Common Shares and (ii) to pay all princgrabunts due on conversion or at
maturity in Common Shares, (B) the TSX or NYSE M#édes not approve for listing additional Common 8kand (C) the terms of the Cre
Facility or the Brookfield Debt (or any debt ingtrant that the Corporation enters into, includirdght instrument that amends or replaces the
Credit Facility or the Brookfield Debt, as the casay be) do not permit the Corporation to pay edérLate Charges, Make-Whole Amounts,
make-whole tax amounts and other payments on themeares in cash, the Corporation may issue suetbauof Common Shares as have
been approved for listing by the TSX MKT and NYSKMand thereafter may be unable to issue additi@mmhmon Shares and as a result
may be in default under the terms of the Indentéun@ Warrant Certificates (as defined below). It gituation applies, the Corporation may
need tgpro rateor allocate Common Share issuances based on sttohsfas it considers reasonable at the time.

Similarly, if a holder of Debentures cannot acdgptmmon Shares in respect of interest, a Make-WAoleunt, makewhole tax amoun
and Late Charges or other obligation that the Qapan cannot satisfy in cash, as a result of @ & affiliate’s holdings of Common Shares,
the Corporation will be in default under the terofishe Indenture.

Canadian usury laws may negatively impact the erd®ment of payment of interest on the Debentures.

TheCriminal Code(Canada) prohibits the receipt of “interest” atarhinal rate” famely, an effective annual rate of interest txated:
60%). Accordingly, the provisions for the paymehirmerest or the Make-Whole Amount in excess &f éiggregate principal amount of the
Debentures may not be enforceable if the provipimvides for the payment of “interest” in excesanfeffective annual rate of interest of
60%.
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The Corporation may not have sufficient cash to tephase the Debentures in connection with a Fundami& Transaction.

The Corporation will be required to make an offeholders (a ‘Debenture Offer”) to purchase all or a portion of their Debentuiies
cash in the event of certain transactions that évoahstitute a Fundamental Transaction (as defimer “Details of the Offering —
Description of the Debentures — Fundamental Traimse?). The Corporation cannot assure holders @b&htures that, if required, it would
have sufficient cash or other financial resourddbat time or would be able to arrange financmgay the purchase price of the Debentures i
cash. In addition, the Corporation’s ability to ghase the Debentures in such an event may be difojtéaw or by the terms of other present ol
future agreements relating to the Corporation’€btddness. For example, the Corporation’s futueditagreements or other agreements may
contain provisions that prohibit the purchase tey@worporation of the Debentures without the coneétite lenders or other parties thereunder
If the Corporation’s obligation to offer to purclesthe Debentures arises at a time when the Corpoiiatprohibited from purchasing the
Debentures under another agreement, the Corporatiod seek the consent of lenders or other pantider such agreement to purchase the
Debentures or could attempt to refinance the bdrrgsvthat contain this prohibition. If the Corpadoat does not obtain consent or refinance
these borrowings, the Corporation could not puretihe Debentures on a Fundamental Transaction wtiireaching such agreement. The
Corporation’s failure to purchase the Debenturesl@voonstitute an Event of Default, which might stitute a default under the terms of the
Corporation’s other indebtedness at that time. Assalt of the payment subordination provisionghefIndenture, the Corporation is currently
prohibited from making a Debenture Offer withowt tonsent of the lenders under the terms of thel@ield Debt.

The Debentures may be redeemed prior to maturity.

Commencing 18 months after the Closing Date, aliiot less than all, of the Debentures may beemaéel by the Corporation for cash
on not more than 60 trading days and not less 3@amading days prior notice, at a price equahgirtprincipal amount plus accrued and un
interest to, but excluding, the date of redemptpas the applicable Make-Whole Amount, provideatttihe Optional Redemption Conditions
set forth under “Details of the Offering — Descigptof the Debentures — Optional Redemption” aré fMieis redemption option may be
exercised if the Corporation is able to refinareeindebtedness represented by the Debenturdewérinterest rate or if it is otherwise in the
interest of the Corporation to redeem the Debesture

The securities issued under the Offering may nontiaue to be qualified investments for Deferred Pia

The Corporation will endeavour to ensure that tiebdéhtures, Warrants and Common Shares issuable @ohversion of Debentures
and the exercise of Warrants will continue to belified investments for Deferred Plans (definedbglexcept for, in the case of Debenture
deferred profit sharing plan to which the Corpamatior an employer that does not deal at arm’stkenith the Corporation, has made a
contribution. However, no assurance can be givehisnregard. The Tax Act imposes penalties forabguisition or holding of non-qualified
investments. See “Eligibility for Investment”.

The Canadian income tax characterization of a Mak&hole Amount received by a Holder is uncertain.

The Canadian income tax characterization of a Makale Amount received by a Holder is uncertain. &eping on its income tax
characterization, the receipt of a Make-Whole Antdyna Holder in connection with the conversiontly Holder of Debentures may impact
the ability of a Holder to convert Debentures iGfmmmon Shares on a tax-deferred basis. Holderddsbonsult with their own tax advisors in
this regard. See “Certain Canadian Federal IncomxeConsiderations”.

The application of Canadian Non-Resident WithholdjriTax is uncertain.

Effective January 1, 2008, the Tax Act was amendegknerally eliminate withholding tax on interpaid or credited to non-residents of
Canada with whom the payor deals at “arm’s lengthtlefined in the Tax Act. However, Canadian witliimg tax continues to apply to
payments of “participating debt interest”. For ppsps of the Tax Act, participating debt interegidserally interest that is paid on an
obligation where all or any portion of such intériescontingent or dependent on the use of, orywetidn from, property in Canada or is
computed by reference to revenue, profit, cash,flmwnmodity price or any similar criterion.

The terms of the Debentures provide for the payra€atMake-Whole Amount in certain circumstancdase @mount of the Make-Whole
Amount will in part depend on the amount, if any vhich five-day VWAP at the time of the
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conversion or redemption exceeds the conversiae pfihere is a risk that all, or a portion, of ake-Whole Amount could be treated as
interest for the purposes of the Tax Act. If thisrerthe case, there is also a risk that the CaRadanue Agency (CRA ") could take the
position that the Make-Whole Amount is participgtikebt interest for Canadian withholding tax pugsolsecause the amount of the payment
varies, in part, based on a criterion similar tosth listed in the participating debt interest d&ééin. The CRA has suggested that share price is
similar criterion. However, the CRA has also rutledt where a criterion described in the particimatiebt interest definition is a tool to assess
creditworthiness and, based on that criterionhasbrporation becomes more profitable the intgraginents are decreased, the interest woul
not be viewed as participating debt interest. IlAGRview, if the interest rate is capped and arduion is intended as a reflection of the
borrower’s creditworthiness, the interest would castitute participating debt interest. Becaugeattmount of the Make-Whole Amount
decreases as the five-day VWAP increases, CRA roayiew the Make-Whole Amount as participating dielerest. However, no opinion or
ruling has been requested or received from the @Rdthere can be no assurance that CRA would aet tfie Make-Whole Amount as
participating debt interest.

Under the Tax Act, when a debenture or other dbligation issued by a person resident in Canadasigned or otherwise transferred
a non-resident person to a person resident in Gafvaltich would include a conversion of the obligator payment upon maturity or
redemption), the amount, if any, by which the pfimewhich the obligation was assigned or transf@mxceeds the price for which the
obligation was issued is deemed to be a paymentarest on that obligation made by the persordeggtiin Canada to the non-resident (an
“Excess”). While the deeming rule does not applyeispect of certain “excluded obligations”, the Bretures may not be “excluded
obligations” even if no part of the interest or MaWhole Amount is participating debt interest. Adad above, it is not clear whether the
Make-Whole Amount will be participating debt intsteMoreover, there is a risk that any Excess wbeldonsidered to be participating debt
interest. If the Make-Whole Amount or the Excespasticipating debt interest, there is a risk tilhinterest that was or will be paid or deemed
to be paid on the obligation will be considered¢oparticipating debt interest and therefore sulige€anadian withholding tax.

The CRA has recently stated that it would not cibeisthe Excess to be participating debt interestigded that the convertible debenture
in question was issued by a Canadian public cotjporgsuch as the Corporation) and otherwise satighe requirements of a “standard
convertible debenture” (as that term was definea submission, dated May 10, 2010, made to the BR#he Joint Committee on Taxation of
the Canadian Bar Association and the Canadiartuisidf Chartered Accountants). Therefore, therald/be no withholding tax in such
circumstances provided that the payor and payeeatleam’s length for purposes of the Tax Act. Thebentures should generally meet the
criteria set forth in the CRA’s recent statemeiotivaver the Debentures will also contain additideains which are not expressly contemplate
in the definition of a standard convertible debeatéccordingly, the application of the CRA'’s abedescribed administrative practice is
uncertain and there is a risk that amounts pajthgable by the Corporation to a non-resident had&ebentures on account of interest, the
Make-Whole Amount or any Excess may be subjectana@ian withholding tax at a rate of 25% (subjedary reduction in accordance with
any applicable income tax treaty or convention).

The Indenture will contain a requirement for the@@wation to increase the amount of interest ceoffayments to holders of Debentures
should the Corporation be required to withhold amsun respect of income or similar taxes on paywehinterest or other amounts,
including Excess amounts. Based on its currentnstaleding of the applicable rules in the Tax Aal #me current administrative position of
CRA, the Corporation does not intend to withholgt amounts from payments made pursuant to the tefrine Debentures on account of
interest, the Make-Whole Amount or any Excess. &lwan be no assurance that CRA will not assesSdhgoration or non-resident holders of
Debentures on the basis that the payments of sitdviakeWhole Amounts or the Excess are subject to Canaddidunolding tax and that su
assessments would not be sustained. Holders ofrib@ies who are not resident in Canada for purpokte Tax Act should seek advice from
their own tax advisors.

U.S. Holders of the Debentures may have to pay saitehe Corporation adjusts the conversion pricethe Debentures in certain
circumstances.

The Corporation will adjust the conversion pricdte Debentures in certain circumstances (see fBeththe Offering - Conversion
Privilege”). Upon certain adjustments to (or certiiilures to make adjustments to) the conversiazepU.S. Holders (as defined in “Certain
United States Federal Income Tax Consideratiomsly be treated as having received a constructstelaition from the Corporation, resulti
in taxable income for U.S. federal income tax psgx even though such U.S. Holders would not recaiy cash in connection with the
adjustment to (or failure to adjust) the conversioine.U.S. holders of the Debentures should consult theawn tax advisor and read
“Certain United States Federal Income Tax Considerons - The Debentures - Certain Adjustments to th®ebentures.”
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U.S. Holders of the Debentures may have to pay saitéhe Corporation adjusts the number of WarraShares that will be issued on
the exercise of the Warrants or the exercise prafehe Warrants in certain circumstances.

The number of Warrant Shares issuable upon exestige Warrants and/or the exercise price per WhdarShare may be adjusted in
certain circumstances. See “Description of Warrasigercise of the Warrant.” An adjustment to the bemof Warrant Shares that will be
issued on the exercise of the Warrants, or an ad@rg to the exercise price of the Warrants, maydeted as a constructive distribution to a
U.S. Holder in certain circumstances, resultintaixable income for U.S. federal income tax purp@ses though such U.S. Holders would
receive any cash in connection such adjustnéist. holders of the Debentures should consult thegwn tax advisor and read “Certain
United States Federal Income Tax Considerations -fe Debentures - Certain Adjustments to the Debentas.”

Holders of Debentures and Warrants will not be dfed to any voting rights with respect to the Comm®hares, but will be subject to
all changes made with respect to the Common Shares.

Holders of Debentures and Warrants will not betletito any voting rights with respect to the Conm&hares, but if a holder’s
Debentures or Warrants are subsequently convertedCiommon Shares, such holder will be subjectitchanges affecting the Common
Shares. For example, in the event that an amendmpriiposed to the Corporation’s constating doatseequiring shareholder approval and
the record date for determining the shareholdersaird entitled to vote on the amendment occlios f the date on which a holder of
Debentures or Warrants becomes a holder of ComrhareS under the terms of the Indenture of the Waartificates, as applicable, such
holder will not be entitled to vote on the amendtatthough the holder will nevertheless be subjeeny changes in the powers or rights of
our Common Shares that result from such amendment.

The price of the Common Shares, and therefore thiie@ at which a holder may sell the Debentures awrrants, may fluctuate
significantly, which may make it difficult for holdrs to resell the Debentures, the Warrants, or themmon Shares issuable in connecti
with the Debentures and the Warrants, when desimedat attractive prices.

The Corporation has applied to list the Debentaresthe Common Shares issuable in connection hélDebentures and Warrants on
the TSX and NYSE MKT. Listing will be subject toetiCorporation fulfilling all the listing requiremtsnof the TSX and NYSE MKT,
respectively. There can be no assurance, howéwadrah active public market for trading in the Dathhees will develop, or that an active
market will persist for the Debentures or Commoargh and their prices may decline. No market iseciily expected to develop for the
Warrants. The trading price of the Common Sharedean, and may continue to be, subject to latguihitions, which may result in losses to
investors. The trading price of the Common Shaxed,therefore the trading price of the Debentuneistihe value of the Warrants, may
increase or decrease in response to a number ofseaed factors, many of which are not within tbateol of the Corporation, including:

. the Corporatio’s operating performance and the performance of etitops and other similar companit
. volatility in palladium, gold and other metal pricend expectations for future pric

. volatility in currency exchange rate

. volatility in interest rates

. the public’s reaction to the Corporation’s gresleases, other public announcements and theof2oigm’s filings with the various
securities regulatory authoritie

. changes in earnings estimates or recommendabipnesearch analysts who track the Corporatiotheoshares of other companies
in the mineral resource sect

. changes in general economic and/or political caorust

. the number of Common Shares to be publiclyedagpon conversion of the Debentures or exercisieeoiVarrants, and any
additional future offerings of Common Shares owusiies convertible into Common Shares, including Eecond Tranche Offerir

. the arrival or departure of key persont
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. acquisitions, strategic alliances or joint ventureslving the Corporation or its competito
. the risks listed under the headi“ Cautionary Note Regarding Forward Looking Stater”;
. current or future litigation (including class actg) or regulatory proceeding

. the market for all mineral resource sector se@s;

. the breadth of the market or the public markettierCommon Shares; a

. the attractiveness of alternative investme

These and other factors affecting the market pfdee Common Shares on the exchanges on whicBdh@mon Shares trade have
historically made the Common Share price volatife] the Corporation expects that its share pritldbeivolatile in the future. See also “Fhe
Debentures and Warrants may not have an activeanarkl their price may be volatile. Purchasers beaynable to resell Debentures or
Warrants at a desirable price or at all”.

Because the Debentures and Warrants are convarttbl€ommon Shares, volatility or depressed prafeabe Common Shares will
likely have a similar effect on the trading pridetlre Debentures and the prices received by holofettee Warrants. In addition, the existenc
the Debentures and the Warrants may encouragesditingg in the Common Shares by market participdecause the conversion of the
Debentures or exercise of the Warrants could dephesprice of the Common Shares.

The Corporation will have broad discretion in thdlacation of the proceeds of the Offering and the®nd Tranche Offering.

The Corporation currently intends to use the prdseeceived from the Offering and the Second Trar@fiering as described under
“Use of Proceeds” in this prospectus supplementvéi@r, management will have discretion in the dapalication of the proceeds, and may
elect to use the proceeds differently from thatdbed under “Use of Proceeds”. The failure by ngemaent to apply these funds effectively,
whether used as stated herein or re-allocatedddwmue a material adverse effect on the busines$irsencial condition of the Corporation.

Sales of a significant number of the Common Shaieghe public markets, and the expectation of suséles, could depress the mar}
price of the Debentures and the Common Shares amal prices received by holders of the Warrar

In order to finance future operations, acquisitiand capital expenditures, if any, the Corporati@y attempt to raise funds through the
issuance of Common Shares or the issuance of Seswdnvertible into Common Shares. Sales ofxpeetations of sales of, a substantial
number of Common Shares or other equity-relatedrgéss in the public markets could depress thekeigprice of the Debentures and the
Common Shares and the prices received by holdehedVarrants, and impair the Corporation’s abiiityaise capital through the sale of
additional equity securities. The Corporation carpredict the effect that future sales, or futuxpexted sales, of Common Shares or other
equityrelated securities (including in connection witk ®econd Tranche Offering), will have on the mapkite of the Common Shares or
Debentures or the value of the Warrants. The midhe Common Shares could also be affected byildessales of Common Shares by
investors who view the Debentures as a more aiteagteans of equity participation in the Corpomatémd by hedging or arbitrage trading
activity which may occur involving the Common Shar€his hedging or arbitrage could, in turn, affiaset market price of the Debentures and
the value of the Warrants. Any transaction invadvihe issuance of Common Shares, or securitiesectbhe into Common Shares, would
result in dilution, which could be substantialhmlders of Common Shares.

Other Risks Related to the Corporation
The Corporation may be required to record impairntezharges which may adversely affect its financiabults and could cause the
Corporation to breach its covenants under the Brdigkd Debt and the Credit Facility.

Under the Brookfield Debt and the Credit Facilitye Corporation is required to maintain a minimur$200 million in shareholders’
equity. As at September 30, 2013, the Corporatitota shareholders’ equity was approximately $&8kion. If the Corporation is required to
take an impairment charge that would cause the ®@atipn’s shareholders’
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equity to fall below $200 million, the Corporati@rould be in breach of the Brookfield Debt and thredt Facility and the respective lenders
thereunder may declare a default and accelerater@nowing and/or enforce their other rights aseditor, including realizing on its security.
An impairment charge would also adversely affeet@orporation’s financial results. As of the datéhis prospectus supplement, the
Corporation is unable to determine whether an inmpamt charge will be required for the period enBedember 31, 2013 or if such an
impairment charge will be required in a future pdriAs of the date of this prospectus supplembetCorporation’s financial statements as of
and for the year ended December 31, 2013 haveatdieen prepared and the Corporation has not diedmvhether an impairment charge
will be required to be reflected in such finana&tements.

The expansion of the LDI mine involves significansks.

The Corporation believes that development of thé inihe at depth will be critical to satisfying tl®rporation’s financial obligations
and for its long-term profitability. Additional diaond drilling followed by appropriate technical diees 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 unfavouratile,Corporation may need to find alternative
long-term expansion plans.

There is significant risk involved in all expansiprojects. Project delays may adversely affect etquerevenues and cost overruns may
adversely affect project economics. In additiormpteted expansion projects may not operate as teghey the Corporation, or result in the
achievement of targeted operational results. Thip@ation’s ability to execute on its developmergjects on time and on budget depends on
many factors beyond the Corporation’s control,udahg the availability of equipment and personaetess, weather, accidents, equipment
breakdown, the need for government and regulatopyavals and unexpected or uncontrollable increistge costs or availability of
materials. Other risks include, but are not limiteddelays in obtaining sufficient financing, aslias unforeseen difficulties encountered
during the expansion process including labour depor opposition by First Nations to the expansind other risks that generally apply to the
Corporation.

The Corporation’s financial results are directly &dcted by commodity prices.

The Corporation’s earnings are directly relateddmmodity prices as its revenues are derived fralesof palladium, and to a lesser
extent, gold, platinum, nickel and copper produfteth the LDI mine. Commaodity prices can fluctuatielely and are affected by numerous
factors beyond the Corporati@¢ontrol, including production at other mines,@ygrom recycling, producer hedging activitiese ttate of th
automotive industry, other production and investamands and overall political and economic conaitid he price of palladium is affected by
global supply and demand for the commodity, andatreglability and cost of substitutes for palladisuch as platinum, and supply from
Russia and South Africa, the two major platinumugranetals (‘PGM ) producing countries. An increased supply of @diim or platinum
from Russia or South Africa could have a negatmpdct on the price of palladium. Further, the mioépalladium and platinum have on
occasion been subject to very rapid short-term gbaecause of the smaller size of the markefveltat other metals. The aggregate effect o
these factors is impossible to predict.

If the price for palladium drops, this will advelgaffect the Corporation’s financial performancelaesults of operations. Historically,
changes in the market price of palladium have faitly impacted the Corporatianprofitability and the trading price of the Comm®hares
In October 2008, when the market prices of palladand by-product metals fell below the Corporatiaiotal cash costs of production, the
Corporation suspended operations at its LDI mine.

Changes in the Canadian dollar/U.S. dollar exchangae significantly affect the Corporation’s operiaig results and cash flow.

Changes in the Canadian dollar/U.S. dollar exchaagesignificantly affect the Corporation’s opérgtresults and cash flows as all of
the Corporation’s revenues are earned in U.S. it most of its operating and capital costdrazerred in Canadian dollars. As a result, a
strengthening Canadian dollar relative to the ddHar will result in reduced profit or increasexses for the Corporation. The Canadian
dollar/U.S. dollar exchange rate has varied sigaiftly over the last several years. From timerntfithe Corporation 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 Corporation’s expesghose changes. There can be no assurancetia foreign exchange fluctuations will
not materially adversely affect the Corporatiorirehcial performance and results of operations.
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In addition, changes in currency exchange rata$particularly a significant weakening of the SoAfnican rand relative to the U.S.
dollar, could reduce relative costs of productiad anprove the competitive cost position of Soufhidan PGM producers.

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

The unprecedented events in global financial markethe past several years have had a profoundangm the global economy. The
deterioration of economic conditions generally doutgatively impact the Corporation’s businessewvesal ways. For instance, in recent years
financial conditions have been characterized bykatarolatility, tight credit markets and reducedsomer confidence and business activity,
which have negatively impacted the Corporationi&nues and the market price of the Common Shares.

In addition, a prolonged or significant global eocomc contraction could put downward pressure orketgorices of PGMs, particularly
demand for PGMs decline in connection with consudenand, since PGMs are used in the productiotefs 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. Approximatedtf 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 Caitpmr's business.

The Corporation may not meet its production levedpital expenditure and operating cost estimateslaifi it does not, its results of
operations may be adversely affected.

Planned production levels, capital expendituresapetating costs are estimates, with the estimatesspect of the LDI property being
based on the Corporation’s experience in operdtiad DI mine. All of the Corporatios’estimates are subject to numerous uncertaintigsy
of which are beyond the Corporatisrcontrol. The Corporation may have difficultiesadting and maintaining a sufficient amount of Idfiexl
workers to meet projected production levels. Initold, the Corporatiors ability to achieve or maintain projected prodmctat the LDI mine i
uncertain due to the fact that the Corporationtslpction decisions are not based on feasibilitdissiof mineral reserves demonstrating
economic viability. The Corporation cannot givewaasices that its actual production levels will betsubstantially lower than its estimates or
that its capital expenditures and operating cofitiat be materially higher than anticipated. Badl to meet production levels and operating
costs estimates could adversely affect the Corjporatresults of operations.

Calculation of mineral resources, mineral reservaad metal recovery are only estimates, and thera ba no assurance about the
guantity and grade of minerals until the metals aaetually mined.

The calculation of mineral resources, mineral neseand grades are merely estimates and depenebtogial interpretation and
statistical inferences or assumptions drawn froiffirdy 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 resources or minerakrges are actually mined and processed, the ¢yiahtieserves or resources and their
respective grades must be considered as estinrdiesAmy material change in the quantity of mineedources, mineral reserves, grade or
stripping ratio may affect the economic viabilitiithe Corporation’s operations.

The Corporation cannot be certain that its minexsburce and reserve estimates are accurate andtcprarantee that it will recover the
indicated quantities of metals. Future productiouald differ dramatically from such estimates foe following reasons:

(1) actual mineralization or ore grade could be difféfeom those predicted by drilling, sampling, fisélgy studies or technic
reports;

(2) increases in the capital or operating costs ofiihe;
(3) changes in the li-of-mine plan; ol
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(4) the grade of ore may vary over the life of the mand the Corporation cannot give any assurancésiiygparticular minere
reserve estimate will ultimately be recover

The occurrence of any of these events may causédiporation to adjust its mineral resource andmasestimates or change its mining
plans, which could negatively affect the Corponadinancial condition and results of operatiokreover, short-term factors, such as the
need for additional development of the orebodyhergrocessing of new or different grades if andmigerations resume, may adversely a
the Corporation’s operations and results.

Decreases in the market price of palladium, goldather metals may render the mining of reserves aosomic.

The mineral resource and reserve figures includebe base prospectus and the documents incorgdrgtesference are estimates, wt
are, in part, based on forward-looking informatiangd no assurance can be given that the indicated f palladium, platinum, gold, nickel
and copper will be produced. Factors such as meitad fluctuations, increased production costsradticed recovery rates may render the
present proven and probable reserves unprofitaldevelop at a particular site or sites for periofisme.

The LDI Report assumes the following long-term gsicfor the Roby Zone, Open Pit and Stockpiles B8%&r ounce for palladium,
US$1,400 per ounce for platinum, US$850 per ouncgdld, US$6.50 per pound for nickel and US$2.80gound for copper; and for the
Offset Zone US$675 per ounce for palladium, US$ 68 ounce for platinum, US$1,750 per ounce fdéd,ddS$8.00 per pound for nickel
and US$3.50 per pound for copper. Mineral resengerasource estimates would be lower than estintatéte extent that actual metal prices
are lower than assumed.

The Corporation’s operations may be affected byreased demand for, and cost of, exploration, depah@nt and construction
services and equipmer

Strength of the metal market can result in an m®edn exploration, development and constructidgivides around the world, resulting
increased demand for, and cost of, explorationeldgment and construction services and equipmdrgt.cbsts of such services and equipmer
could increase in the future, which could resuld@tays or materially increased costs if servigesquipment cannot be obtained in a timely
manner or at acceptable prices.

Future exploration at the LDI property or at the Gporation’s other exploration properties may notgelt in increased mineral
resources or mineral reserves.

As mines have a depleting asset base, the Corporatiively seeks to replace and expand its mimesalurces and mineral reserves
through exploration and development, strategic s@tipns and joint ventures. The Corporation hasdtmted exploration programs on the LDI
property and elsewhere with the objective of insieg total mineral resources and mineral reseifzggloration 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 developnoémaippropriate 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 phas# commercial production commences and duringhgime the economic feasibility of
production may change. There can be no assuraatththCorporation’s current exploration and depelent programs will result in
economically viable mining operations or yield neneral resources and mineral reserves to replacera mineral resources and mineral
reserves. This could prevent the Corporation frastaining its targeted production levels over trglterm, which could affect its ability to
continue as a going concern.

The risks and hazards associated with mining andgessing pose operational and environmental risks.

Mining and processing operations involve many riskd hazards, including, among others:
. metallurgical and other processing proble

. geotechnical problem

. unusual and unexpected rock formatic

. ground or slope failures or underground ¢ins;
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. environmental contaminatio

. industrial accidents

. fires;

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

. mechanical equipment failure and facility performamproblems; an

. the availability of critical materials, equipmemtcaskilled labour

These risks could result in: damage to, or destmaif, the Corporation’s properties or productfanilities; personal injury or death;
environmental damage; delays in mining or procegsircreased production costs; asset write dowasiatary losses and legal liability.

The Corporation cannot be certain that its insugamidl cover all of the risks associated with migiand processing or that it will be able
to maintain insurance to cover these risks at emacally feasible premiums. The Corporation may dsoome subject to liability for hazards
against which it cannot insure or against whichGleeporation has elected not to insure becausebfgremium costs, commercial
impracticality or other reasons. Such events coeddilt in a prolonged interruption in operationattivould have a negative effect on the
Corporation’s ability to generate revenues, praitsl cash flow. Losses from such events may inereasts and decrease profitability.

The Corporation’s future prospects will be negatiyaffected if the LDI mine fails to achieve or nwatiain projected production levels.

The Corporation’s future prospects will be negdyiadfected if the LDI mine fails to achieve or mtdin projected production levels.
Unforeseen conditions or developments could ansangd the ongoing development and operation oLibemine or other properties, which
could increase costs and adversely affect the Catipa’s ability to generate revenue and profitse3e conditions may include, among others

. shortages or unanticipated increases in the casjuipment, materials or skilled labo
. delays in delivery of equipment or materic

. labour disruptions

. adverse weather conditions or natural disas

. accidents

. unforeseen engineering, design, environmental ologé&al problems; an

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

The Corporation may acquire additional mining prtipe where such transactions are economicallystiadiegically justified. However,
there can be no assurance that the Corporatiorbeviible to identify attractive acquisition candisain the future or that it will succeed at
effectively managing the integration of acquirechimg properties. If the expected synergies fromhdugnsactions do not materialize, or if the
Corporation fails to integrate such new mining
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properties successfully into its existing businessf acquired businesses or properties have wetrd liabilities, the Corporation’s results of
operations could be adversely affected.

Title to the Corporation’s mineral properties canhbe guaranteed.

The Corporation cannot guarantee that title tpitgperties will not be challenged. The Corporatsoability to ensure that it has obtained
secure claim to individual mineral properties onimg concessions may be severely constrained. BngoCation’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 pdaeaboriginal rights claims to the Corporation’seral properties will not create delays in
project approval, unexpected interruptions in projgogress or production, or result in additior@dts to advance the project. A successful
challenge to the area and location of these claimotd result in the Corporation being unable torafeeon its properties as permitted or being
unable to enforce its rights with respect to itsparties.

The Corporation is dependent on third parties fanelting and refining its palladium.

The Corporation has a smelter agreement with Valea@a Limited and a smelter agreement with AurAdswhich provide for the
smelting and refining of the metals contained & ¢bncentrates produced at the LDI property. Thaitation of the agreements or the failure
to renew the agreements on acceptable terms,atly abuld have a material adverse effect on thep@uation’s financial performance and
results of operations until such time as altermasimelting and refining arrangements could be noadéternative purchasers of the
Corporation’s concentrates could be found. If tleep@ration is required to make alternative refinfmgangements or to find alternative
purchasers, there can be no assurance that sactyaments would be on terms as favourable to tipdCation as its existing smelter
agreements.

The Corporation is subject to extensive environmardnd other regulatory requirements.

Environmental laws and regulations affect the esgilon, development, mining and processing opemataf the Corporation. These laws
and regulations set various standards regulatie@tivironment and require the Corporation to obtaimous operating approvals and licenses
Environmental legislation generally provides fostrietions and prohibitions on emissions of varisubstances produced in association with
mining operations, such as seepage from tailingsatmment facilities, which could result in enviroantal pollution.

In addition, amendments to current laws or regofstigoverning mining companies, or more stringeniémentation thereof, could ha
a material adverse impact on the Corporation andecancreases in costs, reductions in levels afyprtion or delays in the development of |
mining properties. In addition to existing requikemis, it is expected that new environmental letiglamay be implemented in the future with
the objective of further protecting human healtig, énvironment and climate change. New environnhéggéslation or changes in existing
environmental legislation could have a negativecetfbn production levels, product demand, and nuistiod production and distribution. The
complexity and breadth of these issues make iicdifffor the Corporation to predict their impact.

A breach of such legislation could result in theusnce of governmental orders, imposition of fimed penalties and, in certain
circumstances, could result in the loss of opegdtaenses or approvals, or the suspension of trpdations operations. Significant liabilitie
could be imposed for damages or clean-up costsiev¥ent of damage to the environment or non-c@amed with environmental laws or
regulations, which may have a material adverse atngia the Corporation’s operations or financialites If the Corporation fails to obtain or
maintain the necessary operating approvals ordiegit may not be able to continue its operatiaritsiusual manner or at all.

The Corporation cannot give assurances that itatidlll future times be in compliance with all femleand provincial environmental
legislation or that steps to bring the Corporatidn compliance would not have a negative effecit®financial condition and results of
operations.

The cost of complying with environmental legislatianay be significant.

The Corporation’s operations are subject to extensnvironmental legislation. This legislation rgqs the Corporation to obtain various
operating approvals and licenses and also impdaadards and controls on activities relating tolevgiion, development and production. The
cost to the Corporation of obtaining operating appls and licenses and abiding by environmentaglietipn, standards and controls may be
significant.
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The Corporation will be responsible for all costglosure and reclamation at the LDI property. didigion, to the extent that the
Corporation’s exploration activities at other piigedisturb the land or some other environmentdbate, the Corporation may incur clean-up
and other reclamation costs at such projects. Qu2012, the Corporation’s mine closure obligatiamse revised to reflect the Corporation’s
most current closure cost estimates, expected linieeand market rate assumptions. The current alogure obligations for the LDI property
are approximately $14.0 million.

The Corporation’s obligations with respect to thergual clean-up and restoration of these sitesdsired by letters of credit in the
amount of approximately $14.0 million. There cambeassurance that the closure and reclamation fmsthe LDI mine will not substantially
exceed the Corporation’s estimates, or that atgriebf credit will cover these costs.

Changes in environmental legislation or in its ecéonent, new information on existing environmegtaiditions 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 Corporation’s finalhmdbndition and results of operations.

Compliance with current and future government regiions may cause the Corporation to incur significacosts.

The Corporation’s activities are subject to extemsTanadian federal and provincial legislation gowe matters such as mine safety,
occupational health, labour standards, prospeatixgioration, production, exports, toxic substanegplosives, management of natural
resources, price controls, land use, water useatd change and taxes. Compliance with applicaliislhtion could require the Corporation to
make significant capital outlays. The enactmented legislation or more stringent enforcement ofent legislation may increase costs, wl
could have a negative effect on the Corporatioin'aricial position. The Corporation cannot make iastes that it will be able to adapt to
these regulatory developments on a timely or cifst&ve basis. Violations of these laws, regulati@nd other regulatory requirements could
lead to substantial fines, penalties or other $angt including possible shut-downs of the LDI pedp and future operations, as applicable.

The Corporation is required to obtain and renew gommental permits in order to conduct mining opeiais, which is often a costly
and time-consuming process.

Throughout the normal course of business, the Gatjom is required to obtain and renew governmepeamits for exploration,
operations and expansion of existing operatiorferathe 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
Corporations control, including the interpretation of requiremts implemented by the applicable permitting atityroThe Corporation may n
be able to obtain or renew permits that are necg$sdts operations, or the cost to obtain or repermits may exceed the Corporation’s
expectations. Any unexpected delays or costs assalcwith the permitting process could delay theetiment or impede the operation of a
mine, which could materially adversely affect ther@ration’s revenues and future growth.

If the Corporation loses key personnel or is unatiteattract and retain personnel, the Corporationisining operations and prospects
could be significantly harmed.

The Corporation is dependent upon the servicessofall number of members of senior managementClrporation’s current
operations and its future prospects depend onxperience and knowledge of these individuals. ThepGration does not maintain any “key
person” insurance. The loss of one or more of tirdigiduals could have a material adverse effecthe Corporation’s mining operations and
results of operations.

The Corporation faces competition from other, langguppliers of PGMs and from potential new sourcelsPGMs.

The Corporation competes globally with other PGMdurcers and suppliers, some of which are signifigdarger and have access to
greater mineral reserves and financial resourceaddlition, recycling and new mines could incretgeglobal supply of palladium. The
Corporation may not be successful in competing Widse existing and emerging PGM producers andlisupp

Current and future litigation and regulatory procetings may impact the revenue and profits of the @oration.
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The Corporation may be subject to civil claims ljiing class action claims) based on allegationsegfigence, breach of statutory duty,
public nuisance or private nuisance or otherwiseoimection with its operations or investigatioaksiting thereto. A statement of claim has
been filed with the Ontario Superior Court of Jesstiseeking leave to commence a class action pimzetor alleged misrepresentations in the
Corporation’s public disclosure, as more fully désed on page 47 of the AIF (theClass Action”). The Corporation has retained legal
counsel and intends to vigorously defend the pa@kcdiaim. While the Corporation is presently uretd quantify its potential liability, which
may be covered in whole or in part by insurancehdiability may be material to the Corporation andy materially adversely affect its ability
to continue operations.

In addition, the Corporation may be subject toatior related investigations by governmental gui@ory authorities in connection
with its activities at LDI or its other propertie€Such actions may include prosecution for breadielefzant legislation or failure to comply with
the terms of the Corporation’s licenses and peraritmay result in liability for pollution, otheinés or penalties, revocations of consents,
permits, approvals or licenses or similar actiavisich could be material and may impact the resafltgperations of the Corporation. The
Corporation’s current insurance coverage may na@daguate to cover any or all of the potentialdes$abilities and damages that could resul
from the civil and/or regulatory actions referredabove, or the Corporation may elect not to inggainst such risks.

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

Demand for palladium and platinum may be reducedaifiufacturers in the automotive, electronics amtal industries find substitutes
for palladium or platinum. The development of astitbte alloy or synthetic material which has cgtialcharacteristics similar to PGMs could
result in a decrease in demand for palladium aatippim. Furthermore, if the automotive industry evéey develop automobiles that do not
require catalytic converters, such as pure eleeéficles, it could significantly reduce the demémdpalladium and platinum. High prices for
palladium or platinum would create an incentivetfar development of substitutes. Any such developsneould have a material adverse ef
on the Corporation’s financial condition and resuif operations.

The Credit Facility, the 2012 Convertible Debentgrand the Brookfield Debt provide for events of delt, some of which may be
beyond the Corporation’s control.

The Credit Facility provides the Corporation wiktpiidity for day-today operations. The Credit Facility, the 2012 Cotibke Debenture
and the Brookfield Debt contain certain eventsefadlt, some of which may be beyond the Corpor&ioantrol, the occurrence of which
could require the Corporation to pay back immedijaa#t amounts borrowed under the Credit Facilihge 2012 Convertible Debentures or the
Brookfield Debt, as applicable.

There are currently four construction liens regetieagainst the LDI mine property, which dependinghe circumstances may lead ta
Corporation being in default under the Credit Rgcdnd Brookfield Debt. Management intends to seehave such liens removed on, or as
soon as possible following, the closing of the @ffg.

Upon the occurrence of an event of default underGfedit Facility or the Brookfield Debt, the hald@f such debt could proceed agains
the collateral granted to them to secure that itetltess, which collateral represents substantdlllyf the Corporation’s and its subsidiaries’
assets. If the holders of the Corporation’s debekerate the repayment of borrowings, no assuraacde made that the Corporation will have
sufficient cash flow or assets to repay its defatluiding the Debentures, or will be able to raiséicent funds to refinance such indebtedness.
Even if the Corporation is able to obtain new ficiag, it may not be on commercially reasonable sgmn acceptable terms.

The Corporation’s hedging activities could exposed losses.

From time to time, the Corporation may engage uhgiteg activities to manage its exposure relateclitoencies, interest rates and
commodity prices. While hedging related to realingetal prices may protect the Corporation agamstrhetal prices, it may also limit the
price the Corporation can receive on hedged predéat a result, the Corporation may be preventaah frealizing possible revenues in the
event that the market price of a metal exceedgttice stated in a forward sale or call option cacitr In addition, the Corporation may
experience losses if a counterparty fails to pusehander a contract when the contract price exdbedspot price of a commodity.

Lack of infrastructure could delay or prevent theoBporation from developing its projects.

Completion of the development of the Corporatiotévelopment projects is subject to various reguénts, including the availability a
timing of acceptable arrangements for electricitpther sources of power, water and
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transportation facilities. The lack of availabilibp acceptable terms or the delay in the avaitshili any one or more of these items could
prevent or delay development of the Corporatiod'\samced exploration projects. If adequate infrastme is not available in a timely manner,
there can be no assurance that:

» the development of the Corporat's projects will be completed on a timely basistiéll;
» the resulting operations will achieve the antiagolproduction volume;

« the ongoing operating costs associated with theldpment of the Corporati’s advanced projects will not be higher than angiegd.

The Corporation may fail to achieve and maintain eguate internal control over financial reporting psuant to the requirements of
the Sarbanes-Oxley Act and equivalent Canadian #ajion.

The Corporation documented and tested, duringsitalfyear ended December 31, 2012, its intern@irobprocedures in order to satisfy
the requirements of Section 404 of the SarbanesyOiktt (“ SOX ") and equivalent Canadian legislation. Both SOX &anadian legislation
require management to assess annually the effaegeof the Corporation’s internal control ovearfinial reporting (1CFR 7).

The Corporation may fail to maintain the adequatiysdCFR as such standards are modified, supphedeor amended from time to
time, and the Corporation may not be able to enthatit can conclude, on an ongoing basis, thaasteffective ICFR in accordance with
Section 404 of SOX and equivalent Canadian legislaihe Corporation’s failure to satisfy the reganents of Section 404 of SOX and
equivalent Canadian legislation on an ongoing, lfrbasis could result in the loss of investor cdafice in the reliability of its financial
statements, which in turn could harm the Corporédibusiness and negatively impact the tradingepoicthe Common Shares or the market
value of its other securities, including the Deliees$ and the value of the Warrants. In additioy,faflure to implement required new or
improved controls, or difficulties encounteredieir implementation, could harm the Corporatiorpemting results or cause it to fail to meet
its reporting obligations. Future acquisitions ofrgpanies, if any, may provide the Corporation witlallenges in implementing the required
processes, procedures and controls in its acqaetdations. No evaluation can provide completerasse that the Corporation’s ICFR will
detect or uncover all failures of persons withia @orporation to disclose material information otvise required to be reported. The
effectiveness of the Corporation’s processes, phaees and controls could also be limited by singuters or faulty judgments. In addition, if
the Corporation expands, the challenges involvathpiementing appropriate ICFR will increase andl meiquire that the Corporation continue
to improve its ICFR.

Difficulty of investors in the United States to ewfce civil liabilities against the Corporation badesolely upon the federal securities
laws of the United States.

The Corporation is a Canadian corporation, witlpitacipal place of business in Canada. A majarftthe Corporation’s directors and
officers and some or all of the experts named imphospectus supplement, and the base prospactusgsidents of Canada and all or almo
of the Corporation’s assets and a significant partf the assets of some or all of the Corporasialirectors and officers and the experts name
in this prospectus supplement are located outhiel®&hited States. Consequently, it may be diffibadtU.S. investors to effect service of
process within the United States upon the Corpamatr its directors or officers or such experts ahe not residents of the United States, or t
realize in the United States upon judgments of tsoafrthe United States predicated upon civil lilbs under the Securities Act of 1933, as
amended (the Securities Act”). Investors should not assume that Canadian sdijtwould enforce judgments of U.S. courts oladim
actions against the Corporation or such directuffgsers or experts predicated upon the civil lispiprovisions of the U.S. federal securities
laws or the securities or “blue sky” laws of angtetwithin the United States or (2) would enfoingriginal actions, liabilities against the
Corporation or such directors, officers or experedicated upon the U.S. federal securities lavangrsuch state securities or “blue sky” laws.
In addition, the protections afforded by Canadiecusities laws may not be available to investorth@United States.

Forward-looking information may prove inaccurate.

Investors are cautioned not to place undue relianderward-looking information. By its nature, ¥eard-looking information involves
numerous assumptions, known and unknown risks andrtainties, of both a general and specific natinag could cause actual results to
differ materially from those suggested by the favioking information or contribute to the posstyithat predictions, forecasts or
projections will prove to be materially inaccurate.
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Additional information on risks, assumptions andentainties relating to forward-looking informatioan be found in this prospectus
supplement under the heading “Cautionary Note Rigg-orward-Looking Statements”.

USE OF PROCEEDS

Assuming the Offering is fully subscribed, the Ganation expects to receive approximately $29,08DjaMhet proceeds from the
Offering after deducting the Agents’ fee and thiénested expenses of the Offering.

The net proceeds of the Offering will be used Far €orporation’s working capital purposes, this nmajude expenditures at the LDI
mine, primarily in connection with paying trade diters, financing an expected increase in accowgusivable as operations ramp-up, capital
expenditures related to underground developmenttenthilings management facility and for othereyahcorporate purposes, including
ordinary course repayments under the Credit Faeilid payment of Brookfield Debt interest. See hRd&Distribution”.

Should the Offering not be fully subscribed, the@@wation expects to apply the net proceeds irfdh@wing priority order: working
capital, capital expenditures, other general caopurposes, payment of interest on the Brookfeltdt and repayments under the Credit
Facility.

If the Second Tranche Offering is completed anty falibscribed, the Corporation expects the netgeds from the Second Tranche
Offering will be used for purposes similar to thBeing as well as additional diamond drilling anfdappropriate, technical studies to
determine the economic viability and capital cagtdeepening the LDI mine shaft and developingrtivee at depth.

The above noted use of proceeds represents the@tgn’s intention with respect to its use of greds following the Closing Date,
based on current knowledge and planning by managteofi¢he Corporation. There may be circumstandasre; for sound business reasons,
the Corporation reallocates the use of proceeds: sk Factors — Risks Related to the Offerindhe TTorporation will have broad discretion
in the allocation of the proceeds of the Offerimg ¢he Second Tranche Offering”.

EARNINGS COVERAGE

The following earnings coverages and adjusted egsnioverages are calculated on a consolidated fmaghe year ended December 31,
2012 and the twelve month period ended Septemhet(@B and are derived from audited financial infation for the year ended
December 31, 2012 and unaudited financial inforomator the nine month period ended September 303.20

The losses of the Corporation before interest andme tax expense for the year ended Decembef032,dhd the twelve months ended
September 30, 2013 were $66.2 million and $86.9anjlrespectively. The interest obligations foe rear ended December 31, 2012 and the
twelve months ended September 30, 2013 were $1ifi6mand $22.1 million, respectively, resulting megative coverage ratios in each case
The dollar amount of the coverage deficiency wdddle been $78.7 million and $109.1 million, respety.

The loss from continuing operations of the Corgorabefore interest and income tax expense foyéae ended December 31, 2012 and
the twelve months ended September 30, 2013 wegerfiflion and $33.2 million, respectively. The irgst obligations for the year ended
December 31, 2012 and the twelve months ended 18bpte30, 2013 were $12.4 million and $22.1 millispectively, resulting in negative
coverage ratios in each case. The dollar amoutiieofoverage deficiency would have been $19.4anillind $55.3 million, respectively.

After giving effect to the Offering, the pro forn@sses of the Corporation before interest and irectan expense for the year ended
December 31, 2012 and the twelve months ended fBbpte30, 2013 were $66.2 million and $86.9 millimspectively. After giving effect to
the Offering, the pro forma interest obligationsthee year ended December 31, 2012 and the twebrehs ended September 30, 2013 were
$14.9 million and $24.5 million, respectively, régg in negative coverage ratios in each case.ddilar amount of the coverage deficiency
would have been $81.1 million and $111.5 milliogspectively.

After giving effect to the Offering, the pro forn@sses from continuing operations of the Corporabtiefore interest and income tax
expense for the year ended December 31, 2012 artd/éive months ended September 30, 2013
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were $7.0 million and $33.7 million, respectiveMfter giving effect to the Offering, the pro fornrgterest obligations for the year ended
December 31, 2012 and the twelve months ended f8bpte30, 2013 were $14.8 million and $24.5 millimspectively, resulting in negative
coverage ratios in each case. The dollar amouititeofoverage deficiency would have been $21.8aniliind $57.7 million, respectively.

The earnings coverage ratios set out above havedadeulated using annual financial statementsagrezpin accordance with IFRS and
interim financial statements prepared in accordavitte IFRS using International Accounting Standbia 34.

DETAILS OF THE OFFERING
For the purpose of the description of the Debestaral the Warrants, the following terms shall hitesfollowing meanings:

“ Contingent Obligation " means, as to any person, any direct or indiliabillty, contingent or otherwise, of that persoitharespect to any
indebtedness, lease, dividend or other obligatfcanother person if the primary purpose or intdrthe person incurring such liability, or the
primary effect thereof, is to provide assurancthobligee of such liability that such liabilityillkbe paid or discharged, or that any agreem
relating thereto will be complied with, or that thelders of such liability will be protected (in wle or in part) against loss with respect theretc

“ Equity Conditions " means: (i) on each day during the period beginnimgmonth prior to the applicable date of detertivnaand ending ¢
and including the applicable date of determinatfmCorporation’s registration statement filed wilie SEC in connection with this prospectus
supplement (the Registration Statement”) is effective and the prospectus contained timesball be available for the issuance by the
Corporation of all of the Common Shares issuablenugpnversion of the Debentures and exercise dMagants (disregarding any limitation
on conversion of the Debentures and exercise dfthrrants); (ii) on each day during the period bagig one month prior to the applicable
date of determination and ending on and includiregapplicable date of determination (théduity Conditions Measuring Period”), the
Common Shares (including all of the Common Shassable upon conversion of the Debentures andisgestthe Warrants) are listed or
designated for quotation (as applicable) on ond®fTSX or the NYSE MKT and shall not have beempsunged from trading on the TSX and
the NYSE MKT (other than suspensions of not moesttwo days on each respective exchange and aeguygrior to the applicable date of
determination due to business announcements b@dhmoration) nor shall delisting or suspension bthithe TSX and the NYSE MKT have
been threatened (with a reasonable prospect aftihglioccurring) or pending either (A) in writing the TSX or the NYSE MKT or (B) by
falling below the minimum listing maintenance regmnents of the TSX or the NYSE MKT; (iii) on eacliydduring the Equity Conditions
Measuring Period, the Corporation shall have detigeall Common Shares payable on account of irttaresall Common Shares issuable L
conversion of the Debentures and all Common Shisseable upon exercise of the Warrants on a titnasys and all other Common Shares
required to be delivered by the Corporation onreely basis as set forth in the Series 2 Securitigsany Common Shares to be issued in
connection with the event requiring determinaticayrbe issued in full without violating the MaximuPercentage; (v) any Common Shares to
be issued in connection with the event requiringaeination may be issued in full without violatitige rules or regulations of the TSX or the
NYSE MKT ; (vi) the Corporation shall no knowledge of any fémwtt would reasonably be expected to cause thestRatgpn Statement to not
be effective or the prospectus contained thereimotde available for the issuance by the Corpomati all of the Warrant Shares (disregarding
any limitation on the exercise of the Warrantsj) (@h each day during the Equity Conditions MeasgifPeriod, no public announcement of a
pending, proposed or intended Fundamental Tramgaskiall have occurred which has not been abandegrinated or consummated;

(viii) no holder shall be in possession of any matenon-public information regarding the Corpaoator any of its Subsidiaries provided to
any of them by the Corporation, any of its subsidi&or any of their respective affiliates, emplegeofficers, representatives, agents or the
like; (ix) on each day during the Equity Conditideasuring Period, the Corporation otherwise die been in material compliance with
each provision and covenant of the Debentures, ltgrand Series 2 Securities; and (x) without étion of the foregoing clause (ix), on each
day during the Equity Conditions Measuring Peribéye shall not have occurred an event of defandeuthe Indenture or an event that with
the passage of time or giving of notice would citat an event of default under the Indenture.

“ Equity Conditions Failure” means, with respect to a particular date of deteaition, that on any day during the period commen2it
trading days immediately prior to such date of dateation, the Equity Conditions have not beenséieti (or waived in writing by the holders
of the Debentures or the Warrants, as applicable).
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“ Fundamental Transaction” means that (i) the Corporation or any of its sdiasies shall, directly or indirectly, in one orone related
transactions, (1) consolidate or merge with or {mbether or not the Corporation or any of its sdilsies is the surviving corporation) any
other person (excluding a merger or consolidatiom subsidiary that is directly or indirectly whplbwned by the Corporation into the
Corporation or into any other subsidiary that idily or indirectly wholly-owned by the Corporatigp or (2) sell, lease, license, assign,
transfer, convey or otherwise dispose of all orssattially all of its respective properties or daste any other person (excluding such a sale,
lease, license, transfer, conveyance or other gispo by a subsidiary that is directly or indifgatvholly-owned by the Corporation to the
Corporation or to any other subsidiary that is ciseor indirectly wholly-owned by the Corporatigryr (3) allow any other person to make a
purchase, tender or exchange offer that is accdpteide holders of more than 50% of the outstandhmyes of Voting Stock of the Corporat
(not including any shares of Voting Stock of ther@wation held by the person or persons makingaotygo, or associated or affiliated with
persons making or party to, such purchase, tendexahange offer), or (4) consummate a stock oresparchase agreement or other business
combination (including, without limitation, a re@ugization, recapitalization, spoff or scheme of arrangement) with any other pergbereby
such other person acquires more than 50% of treanding shares of Voting Stock of the Corpora(iwot including any shares of Voting
Stock of the Corporation held by the other persoatleer persons making or party to, or associateaffdiated with the other persons making
or party to, such stock or share purchase agreemnenher business combination), or (5) reorganieegpitalize or reclassify the Common
Shares, or (ii) any “person” or “group” (as thesens are used for purposes of Sections 13(d) at) dfithe Exchange Act and the rules and
regulations promulgated thereunder), other tharHiblder and any of its affiliates, is or shall beenthe “beneficial owner” (as defined in Rule
13d-3 under the Exchange Act), directly or indigadf 50% of the aggregate ordinary voting powepresented by issued and outstanding
Voting Stock of the Corporation.

“ Indebtedness’ of any person means, without duplication (A)iatlebtedness for borrowed money, (B) all obligadi@sued, undertaken or
assumed as the deferred purchase price of propesgrvices (including, without limitation, “capliteases” in accordance with IFRS) (other
than trade payables entered into in the ordinatyseof business), (C) all reimbursement or payrobhigations with respect to letters of
credit, surety bonds and other similar instrumef?}.all obligations evidenced by Debentures, bod@bentures or similar instruments,
including obligations so evidenced incurred in oaction with the acquisition of property, assetbuasinesses, (E) all indebtedness created or
arising under any conditional sale or other ti#gention agreement, or incurred as financing, timeeicase with respect to any property or asse
acquired with the proceeds of such indebtednegn(though the rights and remedies of the sell®aak under such agreement in the event o
default are limited to repossession or sale of swoperty), (F) all monetary obligations under #emsing or similar arrangement which, in
connection with IFRS, consistently applied for gegiods covered thereby, is classified as a calgiéale, (G) all indebtedness referred to in
clauses (A) through (F) above secured by (or foictvkhe holder of such Indebtedness has an exisfjhg, contingent or otherwise, to be
secured by) any mortgage, lien, pledge, chargeyrisginterest or other encumbrance upon or in property or assets (including accounts anc
contract rights) owned by any Person, even thohghPerson which owns such assets or property hassomed or become liable for the
payment of such indebtedness, and (H) all Contih@éatigations in respect of indebtedness or obiigest of others of the kinds referred to in
clauses (A) through (G) above;

“Voting Stock " of a person means capital stock of such persdhetlass or classes pursuant to which the hottlersof have the general
voting power to elect, or the general power to &ppat least a majority of the board of directaranagers or trustees of such person
(irrespective of whether or not at the time capstakk of any other class or classes shall haveigint have voting power by reason of the
happening of any contingency).

Description of the Debentures

The following is a summary of the material attrisiand characteristics of the Debentures and jedub, and qualified by reference to,
the terms of the Indenture (as defined below).

General

The Debentures will be issued under an indentuteddan or about January 30, 2014 (tHerihcipal Indenture "), as supplemented by
an indenture supplement dated as of the Closing @ia¢ “Supplemental Indenture”, together with the Principal Indenture, thintlenture
"), among the Corporation, Computershare Trust Comgf Canada, as Canadian trustee, and Computershest Company, N.A. as United
States trustee (together th®&benture Trustees’). The aggregate principal amount of the Debergangthorized for issue is unlimited. As
well, the Corporation may, from time to time, withdhe consent of holders of Debentures, issuetiaddl Debentures of the same series u
the Indenture or of a different series under thediyal Indenture, as supplemented and amended.
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The Debentures will be issued on the Closing Datkwill initially be issuable only in denomination§$1,000 and integral multiples
thereof. The Maturity Date of the Debentures wélftve years following the Closing Date (as the samay be extended in accordance with th
terms of the Indenture).

The Debentures will bear interest from the datissidie at 7.5% per annum, which will be payable samiually in arrears on
January 31 and July 31 in each year, commencintulyn31, 2014. The first interest payment will indé interest accrued from the closing of
the Offering to, but excluding, July 31, 2014. Framd after the occurrence and during the contirahany Event of Default, the interest rate
applicable to the Debentures will automaticallyinereased to 12%. See “—Redemption upon Event ¢dudé.

Subject to the ability of the Corporation to is€i@mmon Shares in satisfaction of the principabof] interest, Make-Whole Amount and
Late Charges (as defined below) on, the Debentpegsgnents of principal, interest, the Make-Wholeddmt and Late Charges shall be made
in Canadian dollars.

The Debentures will be direct obligations of the@wation and will not be secured by any mortggdedge, hypothec or other charge
and will be subordinated to other liabilities oétGorporation as described under “—Rank and Subatidn”. The Indenture will not restrict
the Corporation from incurring additional indebteds for borrowed money or from mortgaging, pledgingharging its properties to secure
any indebtedness.

Any payments by the Corporation under the Indenshedl be made free and clear of, and without déoludor, any and all present or
future taxes, levies, imposts, deductions, chaogegithholdings, and all liabilities with respebgtreto (collectively, Taxes”) unless the
Corporation is required to withhold or deduct anyoants for, or on account of, Taxes pursuant toappficable law. If the Corporation shall
be required to deduct any Taxes from or in respeahy sum payable under the Debentures to anyehdlijl the sum payable shall be increz
by the amount by which the sum payable would otiss\liave to be increased (theak make-whole amount’) to ensure that after making
required deductions (including, without limitatiateductions applicable to the tax make-whole amatetholder would receive an amount
equal to the sum the holder would have receivednaeslich deductions been made, (ii) the Corporatiaii make such deductions and (iii)
Corporation shall pay the full amount withheld eddcted to the relevant governmental authority iwithe time required. In addition, the
Corporation shall pay to the relevant governmesugthority in accordance with applicable law anyspre or future stamp or documentary t:
or any other excise or property taxes, chargeglas levies that arise from any payment made ulde Indenture or in connection with the
execution, delivery, registration or performanceasfotherwise with respect to, the Debenturesr&agll be no provisions in the Indenture
allowing for the Corporation to redeem Debenturedescribed in the base prospectus under “Desamipfi Debt Securities — Tax
Redemption”. The tax make-whole amounts may bsfgadiin Common Shares.

The Offering and Second Tranche Offering are beingursued to seek to remedy the serious financial di€ulties currently faced
by the Corporation. Under the current terms of theCredit Facility and the Brookfield Debt, the paymert of principal on the Debentures
in cash would be prohibited unless consented to liie lenders. In addition, under the terms of the Cedit Facility and the Brookfield
Debt, the payment of interest in cash on the Debeamtes would be prohibited if a default has occurredr would occur as a result of such
payment. In addition, the Debentures are subordinatd to the Credit Facility and the Brookfield Debt.See “—Rank and
Subordination”. Both the Credit Facility and the Brookfield Debt mature prior to the Maturity Date. If such terms prohibiting payment
in cash remain in place at the Maturity Date, howegr, the Corporation expects to seek to repay the prcipal amount of the Debentures
with Common Shares as described under “—Payment aflaturity”.

Conversion Privilege

Holders may convert their Debentures into Commoar&hat any time at the conversion price, beingna@rsion rate of approximately
1,575 Common Shares per $1,000 principal amoubebentures, subject to adjustment in certain evetiescribed in the Indenture. Holders
converting their Debentures will receive all acaraad unpaid interest thereon to, but excluding déite of conversion, as well as the Make-
Whole Amount, and such holders shall become holderscord of Common Shares on the date of cormerdihe number of Common Shares
issuable in respect of accrued and unpaid inteseldtermined by dividing the aggregate amountofwed and unpaid interest by the Interest
Conversion Price. The number of Common Shareshsiarespect of the Make-Whole Amount is deterdiby dividing the Make-Whole
Amount by the Make-Whole Conversion Price, beirgfilie-day VWAP of the Common Shares on the TSXlierfive consecutive Trading
Days ending on the second trading day immediatedgqaling the conversion date. The Make-Whole Amogjoitesents the amount of
unaccrued and unpaid interest that would have pe#hif such Debenture were held to maturity, redlioy 1% for each 1% that the five-day
VWAP of the Common Shares on the TSX ending twditig
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days preceding the date of conversion exceedsotineecsion price (prorated for increments less tH#). In lieu of issuing Common Shares in
respect of accrued and unpaid interest and the Méhkale Amount, the Corporation may elect to payoalany portion of such amounts in
cash.

If the issuance of Common Shares on conversiondvadgult in a fraction of a Common Share, the Cation shall round such fraction
of a Common Share to the nearest whole Common $Wwitte0.5 of a Common Share being rounded up)dela of Debentures surrendered
for conversion during the period from the closdoas$iness on any regular record date to the opefibgsiness on the next succeeding Interes
Payment Date will receive the semi-annual intgpagible on such Debentures on the correspondiagebttPayment Date notwithstanding the
conversion, and the Make-Whole Amount will be atidgo account for the payment of such interest paiaccount of the days between
conversion and such interest payment date.

If the Corporation shall fail, for any reason or fm reason within three trading days after thepOmation's receipt of the Debenture an
duly executed and complete conversion notice doeisCommon Shares to which a holder is entitlechdipe holder’'s conversion of any
conversion amount (aConversion Failure”), and if on or after such third trading day thader (or any other person in respect, or on behalf
of the holder) purchases (in an open market traiosaor otherwise) Common Shares to deliver ins¢agition of a sale by the holder of all or
any portion of the number of Common Sharesa sale of a number of Common Shares equal tw alhy portion of the number of Common
Shares, issuable upon such conversion that thehstdanticipated receiving from the Corporatitvent in addition to all other remedies
available to the holder, the Corporation shallhinitthree business days after the holder’s recaregin the holder’s discretion, either (i) pay
cash to the holder in an amount equal to the h@ldetal purchase price (including brokerage consiniss and other out-of-pocket expenses, i
any) for the Common Shares so purchased (inclugiithput limitation, by any other person in respecton behalf, of the holder) (theBuy-

In Price "), at which point the Corporation’s obligationdo issue and deliver such number of Common Shanekith the holder is entitled
upon the holder’s conversion shall terminate, pipfiomptly honor its obligation to so issue andivde to the holder the number of Common
Shares to which the holder is entitled upon thelérdd conversion and pay cash to the holder innaoust equal to the excess (if any) of the
Buy-In Price over the product of (A) such numbeCaimmon Shares multiplied by (B) the lowest closate price of the Common Shares on
any trading day during the period commencing orddae of the applicable conversion notice and endimthe date of such issuance and
payment therefor.

Holders will not be able to convert Debentures, witirthey be able to accept Common Shares issuasatisfaction of interest, on acca
of a Make-Whole Amount, makehole tax amounts and Late Charges or upon mandetowversion if, as a result of such conversioereise
or payment the holder or any of its affiliates vbiéneficially own greater than 9.9% of the outstagdCommon Shares (theMaximum
Percentage€’). In connection with a proposed issuance of Commarezhunder the Debentures or the Warrants, uponritten request of th
Corporation, a holder shall promptly confirm themher of Common Shares that it and its affiliatesdbieially own at that time (including
convertible securities). See “Risk Factors — RRk#ated to the Offering - The Corporation may miakterest payments, Make-Whole
Amounts, make-whole tax amounts and Late ChargekeBebentures in Common Shares and pay prinaipalints due at maturity in
Common Shares, however in certain circumstance€tngoration may not be able to issue Common Shanesh may lead to a default under
the Debentures”.

For a discussion of the tax treatment of a holdeeiving Common Shares upon converting Debent@ee$Gertain Canadian Federal
Income Tax Considerations” and “Certain United &dtederal Income Tax Considerations”.

If the Corporation at any time on or after the @GigsDate subdivides (by any stock split, stock dérid, recapitalization or otherwise) its
outstanding Common Shares into a greater numb&rases, the conversion price in effect immedigbeilgr to such subdivision will be
proportionately reduced. If the Corporation at &ime on or after the Closing Date combines (by catiion, reverse stock split or otherwise)
its outstanding Common Shares into a smaller nurobghares, the conversion price in effect immedyaprior to such combination will be
proportionately increased. Any such adjustment béltome effective immediately after the effectiegedof such subdivision or combination.
In addition, in the event that the Corporationgay subsidiary) shall take any action to whichghavisions of the Indenture are not strictly
applicable, or, if applicable, would not operatgtotect a holder of Debentures from dilution aaiify similar event occurs (including, without
limitation, the granting of stock appreciation righphantom stock rights or other rights with egjé#atures), then the Corporation’s board of
directors will in good faith determine and implerhan appropriate adjustment in the conversion @icas to protect the rights of the holders
of Debentures.
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Optional Redemption

If at any time after the date of the 18 month aarsary of the Closing Date (theCompany Optional Redemption Eligibility Date”),
(i) the daily VWAP of the Common Shares is equabitgreater than $0.953 per share (as adjustestdok splits, stock combinations and the
like occurring from and after the Closing Date)(thiCompany Optional Redemption Trigger Price”) for a period of 10 consecutive trading
days following the Company Optional Redemption iBligy Date (the 10 consecutive trading days orichtthe condition discussed in (i) is
satisfied are referred to herein as tt@dmpany Optional Redemption Measuring Period'), (ii) the aggregate dollar trading volume (as
reported on Bloomberg) of the Common Shares off 8% plus the NYSE MKT for each trading day durihg {Company Optional
Redemption Measuring Period exceeds $5.5 milliartnaeling day (as adjusted for stock splits, coratians and other similar transactions
occurring from and after the Closing Date) and (io Equity Conditions Failure will have occurrettds continuing (the Optional
Redemption Conditions”), then the Corporation will have the right to eedn all, but not less than all, of the Debentuttes {Company
Optional Redemption”). The Company Optional Redemption will be at te2 trading days but not more than 60 trading dajyswing the
date that the Corporation provides notice of Comyg@aptional Redemption. The redemption price for[Elebentures shall be determined as of
the Company Optional Redemption Date and shalhb&maount in cash equal to the sum of (i) all oftthen-remaining amounts outstanding
under the Debentures as of the date of the ComPatipnal Redemption, including any accrued and ichppderest, plus (ii) the Make-Whole
Amount as of the Company Optional Redemption Datg. portion of Debentures converted by a holdegratie date that notice is provided in
respect of Company Optional Redemption shall redlbegorincipal amount of Debentures required todaeemed on the date of Company
Optional Redemption. If the Optional Redemption @itians are not satisfied on any day during thégoecommencing on the date that notice
of Company Optional Redemption is provided and egain the trading day preceding the date of Comg@ptijonal Redemption (or the date
of the Company Optional Redemption, as the caseliagythen, in either case, the notice of CompaptjoBal Redemption shall be null and
void ab initio and the Company Optional Redemption contemplateslibis notice will not occur.

Mandatory Conversion

If at any time after the 18 month anniversary & tlate of issue (theMandatory Conversion Eligibility Date ), (i) the daily VWAP of
the Common Shares is equal to or greater than $@8b6share (as adjusted for stock splits, stookbioations and the like occurring from and
after the Closing Date) (theTrigger Price ") for a period of 10 consecutive trading daysdualing the Mandatory Conversion Eligibility Date
(the 10 consecutive trading days on which the dandin in (i) is satisfied are referred to heramthe “Mandatory Conversion Measuring
Period "); (ii) the aggregate dollar trading volume (as repbdre Bloomberg) of the Common Shares on the TSX {fla NYSE MKT for eac
trading day during the Mandatory Conversion MeamReriod exceeds $5.5 million per trading daya@jasted for stock splits, stock
combinations and the like occurring from and affter Closing Date) and (iii) no Equity Conditionsl&ee has occurred and is continuing
(collectively the “Mandatory Conversion Condition ™), then the Corporation shall have the right tquiee the holders to convert all, but not
less than all, of the Debentures at the conversites set forth under “—Conversion Privilege” (8landatory Conversion”). The Mandatory
Conversion shall be at least 30 trading days butare than 60 trading days following the date thatCorporation provides notice of
Mandatory Conversion. Any portion of Debenturesweoted by a holder after the date that notice éwipled in respect of a Mandatory
Conversion shall reduce the principal amount of é&bres required to be converted on the date ofdsltany Conversion. Notwithstanding
anything set out above to the contrary, if the Mendy Conversion Conditions is not satisfied on day during the period commencing on the
date that notice of Mandatory Conversion is proglidad ending on the trading day preceding the afatéandatory Conversion (or the date of
the Mandatory Conversion, as the case may be), theither case, the notice of Mandatory Conversiill be null and voidab initio and the
Mandatory Conversion contemplated by such notidenat occur.

Payment at Maturity

At maturity, the Corporation will be obligated tepay the indebtedness represented by the Debebyps/ing to the Debenture
Trustees in lawful money of Canada an amount efguiile aggregate principal amount of the outstap@iebentures which have matured,
together with accrued and unpaid interest thereon.

If on the Maturity Date, (i) the aggregate dolle@ding volume (as reported on Bloomberg) of the @mm Shares on the TSX plus the
NYSE MKT for each of the 10 consecutive tradingslagmediately preceding the Maturity Date (the @fisecutive trading days immediat:
preceding the Maturity Date are referred to heasithe “Maturity Date Measuring Period ") exceeds $5.5 million per trading day (as
adjusted for stock splits, combinations and otimailar transactions occurring from and after theshg Date) and (ii) no Equity Conditions
Failure has occurred, then the Corporation willehthe right to require holders to convert all, bot less than all, of the Debentures, provided
that such
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conversion will occur at the Maturity Date Mandgt@onversion Price (aMaturity Date Mandatory Conversion ”). Subject to any
applicable stock exchange approvals, the numb€oaimon Shares to be issued will be determinedlesva dividing the principal amount
the Debentures outstanding on the Maturity Datéhby* Maturity Date Mandatory Conversion Price ", being the lower of (i) the Conversi
Price and (ii) 95% of the 10-day VWAP for the Conmfhares on the TSX for the period ending on tkerstrading day prior to the
Maturity Date. Any portion of Debentures convertgda holder after the date that notice is provithespect of a Maturity Date Mandatory
Conversion shall reduce the principal amount of é&bres required to be converted on the date ofitatDate Mandatory Conversion. If an
Equity Conditions Failure occurs on the Maturityt®@vhich Equity Conditions Failure has not beeived in writing by the holder), then the
notice delivered to the Holder will be null and daib initio and the Maturity Date Mandatory Conversion contetgal by such notice will not
occur. If the Corporation elects to cause a Matubiate Mandatory Conversion of a Debenture pursteatitis paragraph, then it must
simultaneously take the same action with respeali tOebentures then outstanding.

Rank and Subordination

The Debentures will be direct, unsecured obligatiofithe Corporation and will rank equally with careother and the Series 2
Debentures. The payment of the principal and MakeM/ Amounts, if any, of, and interest and othepants on, the Debentures, will be
subordinated and postponed in right of paymenetfosth in the Indenture, to the prior paymentuith of all Senior Debt, as amended and/or
replaced from time to time.Senior Debt” of the Corporation will be defined in the Inderguo include all secured obligations, liabilitexsd
indebtedness of the Corporation, including, butlimoited to, (i) the Brookfield Debt, (ii) the Cradacility; and (iii) financing leases entered
into from time to time and obligations under casinagement and hedging agreements with any of thgo@xion’s lenders. Senior Debt will
not include any indebtedness that would otherwes&énior Debt if it is expressly stated to be sdimate to or ranlari passuwith
the Debentures. The subordination of the Debentorése Senior Debt will not restrict the Corpooats payments in Common Shares.

The Debenture Trustees and the Corporation witl Besauthorized (and obligated upon any request frertain holders of Senior Debt)
under the Indenture to enter into subordinatioragrents on behalf of the holders of Debentures avithholder of Senior Debt, as amende
replaced from time to time.

Certain holders of the Debentures may also be redjtid enter into subordination and postponemergeagents (the Subordination
Agreements”) to reflect the foregoing subordination.

Fundamental Transactions

Within 30 days following any Fundamental Transattitne Corporation will be required to make an ioffiewriting to purchase in cash,
in whole or in part, the Debentures then outstamdan a price equal to 102% of the aggregate grati@mount thereof plus accrued and unpai
interest earned thereon up to, but excluding, Hte df acquisition, plus the applicable Make-Whdhaount (a “Debenture Offer” and the “
Debenture Offer Price”).

The Indenture will contain natification and repusisk provisions requiring the Corporation to givétem notice to the Debenture
Trustees and holders of the occurrence of a Fund@iEransaction within 30 days of such event thgetvith the Debenture Offer.

If 90% or more of the aggregate principal amourthefDebentures have been tendered to the Corponatirsuant to the Debenture
Offer, the Corporation will have the right to redeall of the remaining Debentures at the Deben@ffer Price.

Share Interest Payment Option

Subject to any applicable stock exchange appraveal,no Equity Conditions Failure having occurred baing continuing, any accrued
and unpaid interest on the Debentures may be paiddmmon Shares, at the Corporation’s option,@atce equal to the five-day VWAP of the
Common Shares on the TSX ending on the tradingoday to the applicable Interest Payment Date.

Limit on Share Issuances
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There can be no assurance that a sufficient nunfd@@ommon Shares will have been approved for listin the TSX and NYSE MKT so
as to permit, in all circumstances, (i) the Coriorato pay all interest, Late Charges, make-whakeamounts and Make-Whole Amounts in
Common Shares and (ii) to pay all principal amowhus on conversion or at maturity in Common Shaaed,there can be no assurance the
TSX and NYSE MKT will approve for listing additioh@ommon Shares. Further, there can be no assuthaicthe Corporation will be
permitted under the terms of the Credit Facilitytar Brookfield Debt (or any debt instrument the Corporation enters into, including a debt
instrument that replaces or amends the CreditiBaoil the Brookfield Debt, as the case may bg)ayp interest, Late Charges, make-whole ta
amounts and Make-Whole Amounts on the Debentureash or to pay principal amounts due at maturityedemption in cash. In the event
(A) that an insufficient number of Common Sharesapproved for listing by the TSX and NYSE MKT termit the Corporation to (i) pay all
interest, make-whole tax amounts, Make-Whole Amsuamntd other payments under the Indenture in Condhames and (i) to pay all
principal amounts due on conversion or at matunit¢ommon Shares, (B) the TSX or NYSE MKT doesaqmrove for listing additional
Common Shares and (C) the terms of the CreditiBaoil the Brookfield Debt (or any secured debtinsient that the Corporation enters into,
including a debt instrument that amends or repléwe<redit Facility or the Brookfield Debt, as tese may be) do not permit the Corpora
to pay interest, Late Charges, make-whole tax anspivake-Whole Amounts and other payments undelnttienture in cash, the Corporation
may issue such number of Common Shares as haveappeoved for listing by the TSX MKT and NYSE MKThdathereafter may be unable
issue additional Common Shares and as a resulbmaydefault under the terms of the IndenturetaedVarrant Certificates. If that situation
applies, the Corporation may needto rateor allocate Common Share issuances based on sttohsfas it considers reasonable at the time.

Maximum Payments

Nothing contained in the Debentures shall, or dalleemed to, establish or require the paymeatafe of interest or other charges in
excess of the maximum permitted by applicable lavihe event that the rate of interest requirebdegaid or other charges under the
Debenture exceeds the maximum permitted by appéidaty, any payments in excess of such maximum bbatredited against amounts ov
by the Corporation to a holder of Debentures, &ngd tefunded to the Corporation. See “Risk Factdrésks Related to the Offering —
Canadian usury laws may negatively impact the eefoent of payment of interest on the Debentures”.

Additional Amounts Payment Election

Unless an Event of Default has occurred and isiicointy, the Corporation may elect, from time toeino satisfy its obligation to pay &
tax make-whole amount on the Debentures, by détigesufficient freely tradeable additional Commdrages to the holders as determined by
dividing the tax make-whole amount by the Intef@shversion Price.

Rights upon Issuance of Purchase Rights and Othesr@orate Events

Subject to TSX approval, if at any time the Corpioragrants, issues or sells any options, conversbcurities or rights to purchase
stock, warrants, securities or other property pta to all or substantially all of the record hatdef Common Shares (thé”urchase Rights’),
then, subject to TSX approval, a holder of Debearguwill be entitled to acquire, upon the termsliapple to such Purchase Rights, the
aggregate Purchase Rights which the holder cowld haquired if the holder had held the number ah@won Shares acquirable upon comp
conversion of Debentures (without regard to anytéitrons on conversion hereof, including withoumiliation, the Maximum Percentage)
immediately before the date on which a recordksetigfor the grant, issuance or sale of such PuecRéghts, or, if no such record is taken, the
date as of which such record holders of CommoneShaire to be determined for the grant, issue ercfaduch Purchase Rights (provided,
however, to the extent that the holder’s rightaetigipate in any such Purchase Right would rdautlie holder exceeding the Maximum
Percentage, then the holder shall not be entitiguhtticipate in such Purchase Right to such extartieneficial ownership of such Common
Shares as a result of such Purchase Right to stiehteand such Purchase Right to such extent bhdield, subject to TSX approval, in
abeyance for the holder until such time, if everitaright thereto would not result in the Holéeceeding the Maximum Percentage).

Prior to the consummation of each Fundamental Betit pursuant to which holders of Common Shareatitled to receive
securities, cash, assets or other property witheetso or in exchange for Common Sharesafporate Event”), the Corporation and the
successor entity (including its parent entity),jeabto TSX approval, shall make appropriate priovito ensure that holders of the Debenture:
will thereafter have the right as a result of sGaporate Event, to receive upon a conversion difddaures at any time after the consummatio
of the applicable Fundamental Transaction, in iethe Common Shares (or other securities, casetssr other property (except such items
still issuable as set out in the previous parag@phe paragraph below, which shall continue todaeivable thereafter)) issuable upon
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the conversion of Debentures prior to such Fundamh@mnansaction, such shares of stock, securitish, assets or any other property
whatsoever (including warrants or other purchassubscription rights) which the holder would haee entitled to receive upon the
happening of the applicable Fundamental Transabti@@hDebentures been converted immediately pritrd@pplicable Fundamental
Transaction (without regard to any limitations be tonversion of Debentures). Subject to TSX apmdrakiese provisions shall apply similarly
and equally to successive Corporate Events antilghalpplied as if the Debentures were fully cotiblr and without regard to any limitations
on the conversion of the Debentures (providedtti@holder shall continue to be entitled to thedfi¢nf the Maximum Percentage).

If the Corporation shall declare or make any dinidier other distribution of its assets (or rigltsatquire its assets) to all or substantially
all of the holders of Common Shares, by way ofmretf capital or otherwise (including, without litation, any distribution of stock or other
securities, property or options by way of a dividespin off, reclassification, corporate rearrangatnscheme of arrangement or other similar
transaction) (a Distribution "), at any time after the issuance of the Debemstuteen, in each such case, and subject to TS>andther
required regulatory approvals, the holders of te®éhtures shall be entitled to participate in ddisftribution to the same extent that the
holders would have participated therein if the lkodchad held the number of Common Shares acquinglole complete conversion of the
Debentures held by it (without regard to any limiitas on conversion, including without limitatiadhe Maximum Percentage) immediately
before the date on which a record is taken for $distribution, or, if no such record is taken, thee as of which the record holders of
Common Shares are to be determined for the paatioipin such Distribution (provided, however, e extent that the holder’s right to
participate in any such Distributions would resalthe holder exceeding the Maximum Percentag®, tiwe holder shall not be entitled to
participate in such Distribution to such extentt{er beneficial ownership of any such Common Shases result of such Distribution to such
extent) and such Distribution to such extent wéllield, subject to TSX approval, in abeyance ferbnefit of the holder until such time, if
ever, as its right thereto would not result in tiodder exceeding the Maximum Percentage).

Purchase for Cancellation

The Corporation may, to the extent permitted byliapple law, the terms of the Corporation’s Serabt and the terms of the Indenture,
at any time purchase the Debentures in the opekemnar by tender at any price or by private coritrAay Debenture purchased by the
Corporation will be surrendered to the Debentungsieres for cancellation. Any Debentures surrenderéite Debenture Trustees may not be
reissued or resold and will be cancelled promptly.

Restriction on Redemption and Cash Dividends

Until all of the Debentures have been convertedeeeed or otherwise satisfied in accordance wélr terms, the Corporation shall not,
and the Corporation shall cause each of its sudrgdi to not, directly or indirectly, redeem, reghase or declare or pay any cash dividend or
distribution on any of its, or their, capital stogkovided that nothing shall prohibit the Corpamatfrom effecting repurchases of Common
Shares on the TSX or the NYSE MKT so long as thggegate number of Common Shares repurchased liydtporation in any calendar year
does not exceed a number of shares equal to 5#uthber of Common Shares issued and outstandingr(dieied as of each date each
repurchase occurs). Notwithstanding the prohibitbthe previous sentence, nothing will restricy direct or indirect wholly-owned
subsidiary of the Corporation from paying dividemdglistributions.

Events of Default

Notwithstanding the provisions in the Principal éntuire relating to “Events of Default”, the Indemtyprovides that an event of default (*
Event of Default”) in respect of the Debentures will occur if anmyecor more of the following described events hasioed and is continuing
with respect to the Debentures:

(i) the suspension from trading or the failureled Common Shares to be trading or listed (as agigég on both the TSX and the
NYSE MKT for a period of five consecutive days or fnore than an aggregate of 10 days in an-day period on each respective
exchange

(i) the Corporation’s (A) failure to cure a Consg&m Failure or Delivery Failure (as such termesimked in the Warrant Certificate) by
delivery of the required number of Common Shardhiwfifive trading days after the applicable coni@mrslate or exercise date, as
the case may be, or (B) notice, written or orahiig holder of the Debentures or Warrants, inclgdwithout limitation, by way of
public announcement or through any of the Corpondiagents, at any time, of its intention notdeongly, as required, with a
request for conversion of any Debentures into ComBiaares that is requested in accordance withrthagons of the Debenture
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other than pursuant to and in respect of convesgiwahibited or restricted by the Maximum Perceatay request for exercise of
any Warrants

(iii) the Corporation’s failure to pay to the hoftdeEny amount of principal, interest, Late Chargesdefined below), Make-Whole

(iv)

(v)
(Vi)

Amount or other amounts when and as due under ébemures (including, without limitation, the Coration’s failure to pay any
redemption payments) except, in the case of Latr@es, where such failure remains uncured for mgef at least five day:

the Corporation places any restrictive legend oncamtificate in respect of Common Shares issuexhjoholder upon conversion
exercise (as the case may be) of any DebentuM&aants and such failure remains uncured forastléve days

the acceleration of any Indebtedness of the Cotijoorar any of its subsidiaries, other than withpect to the Debenture

bankruptcy, insolvency, reorganization or lidation proceedings or other proceedings for thiefref debtors shall be instituted by
or against the Corporation or any significant sdiasy and, if instituted against the Corporatiorany significant subsidiary by a
third party, shall not be dismissed within 30 dafheir initiation;

(vii) the commencement by the Corporation or agpigicant subsidiary of a voluntary case or progegdinder any applicable federal,

state or foreign bankruptcy, insolvency, reorgatiiraor other similar law or of any other case oyqeeding to be adjudicated a
bankrupt or insolvent, or the consent by it to¢héry of a decree, order, judgment or other sindtasument in respect of the
Corporation or any significant subsidiary in andluntary case or proceeding under any applicaldlertd, state or foreign
bankruptcy, insolvency, reorganization or otherilsimaw or to the commencement of any bankruptcinsolvency case or
proceeding against it, or the filing by it of aiienh or answer or consent seeking reorganizatioreleef under any applicable
federal, state or foreign law, or the consent ltg the filing of such petition or to the appointmef or taking possession by a
custodian, receiver, liquidator, assignee, trustequestrator or other similar official of the Camgtion or any significant subsidiary
or of any substantial part of its property, or theking by it of an assignment for the benefit @fditors, or the execution of a
composition of debts, or the occurrence of anyratimailar federal, state or foreign proceedingtha admission by it in writing of
its inability to pay its debts generally as thegdmme due, the taking of corporate action by thep@@tion or any significant
subsidiary in furtherance of any such action ortékéng of any action by any person to commenceifocm Commercial Code
foreclosure sale or any other similar action uridderal, state or foreign la

(viii) the entry by a court of (A) a decree, ordieldgment or other similar document in respechefCorporation or any significant

(ix)

)
(xi)

subsidiary of a voluntary or involuntary case avqareding under any applicable federal, state @idarbankruptcy, insolvency,
reorganization or other similar law or (B) a decre@&er, judgment or other similar document adjndghe Corporation or any
significant subsidiary as bankrupt or insolventapproving as properly filed a petition seekingiigation, reorganization,
arrangement, adjustment or composition of or ipeesof the Corporation or any significant subsigliander any applicable
federal, state or foreign law or (C) a decree, nrigelgment or other similar document appointinguatodian, receiver, liquidator,
assignee, trustee, sequestrator or other similaialfof the Corporation or any significant subisiy or of any substantial part of its
property, or ordering the winding up or liquidatiohits affairs, and the continuance of any suctrele, order, judgment or other
similar document or any such other decree, orddgrent or other similar document unstayed andfécifor a period of 30
consecutive day:

other than as specifically set forth abovéelow, the Corporation breaches any covenant, septation, warranty or other term or
condition of the Warrants or the Tranche 2 Se@sjtexcept, in the case of a breach of a covemanther term or condition that is
curable, only if such breach remains uncured foergod of five days

any breach or failure in any respect by the Cotjjmmaor any subsidiary to comply with certain coaats under the Indentut

any breach or failure of the covenant describe" Details of the Offerin— Restriction on Redemption and Cash Divide¢’;
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(xii) a false or inaccurate certification (includia false or inaccurate deemed certification) yQorporation that the Equity Conditions
are satisfied, that there has been no Equity Ciomdit-ailure or as to whether any Event of Defhak occurred; ¢

(xiii) any Event of Default occurs with respect to anyhef Series 2 Debenture

Late Charges

Any amount of principal or other amounts due urtderDebentures which is not paid when due shalilr@sa late charge being incurred
and payable by the Corporation in an amount equigltérest on such amount at the rate of 18% peurarfrom the date such amount was due
until the same is paid in full (tate Charge™”). In addition, from and after the occurrence auding the continuance of such failure to pay the
amounts due under the Debentures when due, threshtate applicable to the Debentures will autacally be increased to 12%. See “—
Redemption upon Event of Default”.

Redemption upon Event of Default

Upon the occurrence of an Event of Default, thepBaation will within one business day deliver weiitnotice thereof to the Debenture
Trustees. At any time after the earlier of the Detbee Trustees’ receipt of such notice and anydrabcoming aware of an Event of Default,
the holder may require the Corporation to rede@ggirdless of whether such Event of Default has baesd) all or any portion of its
Debentures by delivering written notice thereoé(thevent of Default Redemption Notice’) to the Corporation, which Event of Default
Redemption Notice will indicate the portion of thebentures that the holder is electing to redeeaanhportion of the Debentures subject to
redemption by the Corporation will be redeemedp@tiGe equal to the greater of (i) the conversiomant to be redeemed, plus all accrued an
unpaid interest thereon plus the Make-Whole Amaalgted to such conversion amount and (ii) the stifd) the product of (x) the
conversion rate with respect to the conversion amhueffect at such time as the holder deliveesapplicable Event of Default Redemption
Notice multiplied by (y) the product of (1) a redetion premium equal to between 100% and 110% (Bsm@&ed in accordance with t
Indenture) multiplied by (2) the greatest closiatpgrice of the Common Shares on any trading dayng the period commencing on the date
immediately preceding such Event of Default andrggndn the date the Corporation makes the entiyenpat required to be made plus (B) all
accrued and unpaid interest on such conversion anpbus the Make-Whole Amount related to such cosiea amount (the Event of
Default Redemption Price”). Until the applicable Event of Default redemptiprice (together with any Late Charges thereopgid in full,
the conversion amount submitted for redemptiongtiogr with any Late Charges thereon) may be coadent whole or in part, by the holder
into Common Shares pursuant to the terms of theritude.

From and after the occurrence and during the coatioe of any Event of Default, the interest raggiagble to the Debentures will
automatically be increased to 12%. In the everitdheh Event of Default is subsequently cured, snctease will cease to be effective as of
the date of such cure, provided that the interesidculated and unpaid at such increased ratagltie continuance of such Event of Default
will continue to apply to the extent relating t@ ttiays after the occurrence of such Event of Defatdugh and including the date of such cure
of such Event of Default.

Amendment and Waiver

The provisions of the Debentures may be amendadwaitth the written consent of the Corporation amtblers of 66-2/3% of the
principal amount of the then-outstanding Debentuggsept as set forth in the Indenture, any amentistall be binding upon the holders of
Debentures and the Corporation. No waiver shadiffective unless it is in writing, provided thatltiers of 66-2/3% of the principal amount of
the then-outstanding Debentures may waive any gi@viof the Debentures, and any waiver shall bdibgon all of holders of the
Debentures, except as set forth in the Indentulterratively, an amendment or waiver of the prawisi of the Debentures may be obtained at
meeting of holders of the Debentures called in ataace with the requirements of the CBCA and thep@ation’s articles and bylawsyutatis
mutandis, in respect of meetings of holders of Common Shawédenced by a resolution passed by not lessGB#13% of the votes cast by
the holders of 66-2/3% of the principal amounth# then-outstanding Debentures who voted in resgdbtt resolution; however a quorum
for such meeting of holders of Debentures will lbe presence of holders of not less than 25% gbtimeipal amount then-outstanding
Debentures. Any waiver must be in writing or eviceth by a resolution from a meeting of holders efflebentures. Notwithstanding the
foregoing, the Maximum Percentage requirement @bbentures may only be amended by the Corporadibrthe consent of holders of a
majority of the Common Shares.

The base prospectus describes how the Corporathlymmake certain modifications to the Indenture wiiththe consent of the holders. In
addition to those modifications, for the purpostthe Debentures, the Corporation may modify
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the Indenture without the consent of the holdersoiform the text of the Indenture to any provisidithis “Details of the Offering” section.

Discharge of the Indenture

The Corporation may satisfy and discharge thebtgations under the Indenture in certain circumsés, including by delivering to the
Debenture Trustees for cancellation all outstan@iegentures or by depositing with the Debenturestees, or the paying agent, if applicable,
after all of the Debentures have become due anadhpeywhether at stated maturity or any redemptete, or any purchase date, or upon
conversion or otherwise, cash or Common Shareap(alicable under the terms of the Indenture) sigfficto pay the principal of all of the
outstanding Debentures and the premium, if anyetite and any interest thereon and paying all athers payable under the Indenture.

Limitation on Suits

No holder of Debentures will have any right to ituge any proceeding, judicial or otherwise, widfspect to the Indenture or for the
appointment of a receiver or a trustee, or for atimer remedy, unless:

. the holder has previously given written noticehe Debenture Trustees of a continuing Evemeffult with respect to the
Debentures affected by such Event of Def:

. holders of not less than 25% in principal antmfrthe Debentures shall have made written recoetste Debenture Trustees to
institute proceedings in respect of such EventefDit in their own names as Debenture Trusi

. such holder has offered to the Debenture Tessteasonable indemnity against the costs, expansdabilities to be incurred in
compliance with such reque

. the Debenture Trustees for 60 days after tlieeript of such notice, request and offer of indgyrimave failed to institute any such
proceeding; an

. no direction inconsistent with such writtenwegt has been given to the Debenture Trusteesgdsuicth 60 day period by the holder
of such Debenture

it being understood and intended that no one oernbsuch holders shall have any right in any mawtetever by virtue of, or by
availing of, any provision of the Indenture to atfedisturb or prejudice the rights of any otheldeos of Debentures of the same series, in the
case of any Event of Default described in the Ihgen or to obtain or seek to obtain priority oef@rence over any other of such holders or to
enforce any right under the Indenture, excepténrttanner provided in the Indenture and for the legjué rateable benefit of all holders of
Debentures in the case of any Event of Default.

Calculations in Respect of Debentures

The Corporation is responsible for making all ckdtions called for under the Debentures. Theseutations include, but are not limited
to, determination of the amount of Common Shardsetssued in satisfaction of the Debentures. To&ation will make all these
calculations in good faith. The Corporation wilbpide a schedule of the Corporation’s calculatimnthe Debenture Trustees, and the
Debenture Trustees are entitled to conclusively upbn the accuracy of the Corporation’s calcufaiaithout independent verification. In the
case of any dispute relating to calculations utideDebentures, the Corporation or at least holoeé§-2/3% of the principal amount of the
then-outstanding Debentures acting as a groug' (Bisputing Debentureholders”) shall submit the dispute to the Debenture Tresta
accordance with the terms of the Indenture. IfRisputing Debentureholders and the Corporatioruaable to resolve such dispute in a timely
manner then the Disputing Debentureholders an€thporation shall select an independent, reputabkstment bank or accounting firm, as
applicable, to resolve such dispute. The Corpanadiad the Disputing Debentureholders shall causle swestment bank or accounting firm
applicable, to determine the resolution of suclputis and notify the Corporation and the DisputirebBntureholders of such resolution. The
fees and expenses of such investment bank or atiegdinm shall be borne solely by the Corporatiand such investment bank’s or
accounting firm’s, as applicable, resolution oftsdispute shall be final and binding upon all pestincluding all holders, absent manifest
error.
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No Personal Liability of Directors, Officers, Empi@es, Incorporators and Shareholders

No director, officer, employee, incorporator or iielder of the Corporation, as such, shall hayeliability for any of the obligations ¢
the Corporation under the Debentures or the Inderdgufor any claim based on, in respect of, ordason of, such obligations or their creat
Each holder of Debentures by accepting a Debemtaiees and releases all such liability. The waived release are part of the consideration
for issuance of the Debentures.

Governing Law
The Indenture and the Debentures will be governeain construed in accordance with the laws obthte of New York.

Registration and Transfer

Other than in the case of boektry securities, Debentures may be presentecépstration of transfer (with the form of transésrdorsec
thereon duly executed) in the city specified fachspurpose at the office of the registrar or tranafent designated by the Corporation for ¢
purpose with respect to the Debentures. No seplieege will be made for any transfer, conversiomxahange of the Debentures but the
Corporation may require payment of a sum to congrteansfer tax or other governmental charge payabtonnection therewith. Such
transfer, conversion or exchange will be effectedrusuch registrar or transfer agent being sadisfigh the documents of title and the identity
of the person making the request. The transfertagahregistrar for the Debentures in Canada isoenrshare Trust Company of Canada at
its principal offices in Toronto, Ontario. The aaitsfer agent and registrar for the Debenturelsarinited States is Computershare Trust
Company, N.A. at its office in Golden, ColoradoeT@orporation may at any time rescind the designaif the above-mentioned transfer
agent and registrar and appoint another in itseptai@approve any change in the location througkclveiich registrar or transfer agent acts.

In the case of book-entry securities, the Debestwi# be represented by one or more global cegtfis and may be held by CDS for its
participants. Any such Debentures must be purchas&dnsferred through such participants, whiaudes securities brokers and dealers,
banks and trust companies. CDS will establish aashtain book-entry accounts for its participantsregcon behalf of holders of the
Debentures. The interests of such holders of Deloesitwill be represented by entries in the recordmtained by the participants. Holders of
Debentures issued in book-entry form will not bétksd to receive a certificate or other instrumenidencing their ownership thereof, except
in limited circumstances. Each holder will receaveustomer confirmation of purchase from the pigiiats from which the Debentures are
purchased in accordance with the practices andeguses of that participant. As long as CDS or @siimee is the registered owner of the
global certificates, CDS or its nominee, as theaaay be, will be considered the sole owner anddradf the global certificates and alll
Debentures represented by these certificatesIfpugboses under the Indenture.

Payment of Interest and Principal

Interest payments on Debentures registered indheerof CDS or its nominee will be made by electdands transfer or other means
acceptable to the Debenture Trustees. The Corparatiderstands that CDS or its nominee, upon reoégmy payment of interest or princig
in respect of the Debentures, will credit particifga accounts, on the date interest or principglkigable, with payments in amounts
proportionate to their respective beneficial instiia the principal amount of such Debentures asvahon the records of CDS or its nominee.
The Corporation also understands that paymentgt@fast and principal by participants to the owrdiseneficial interests in such Debentures
held through such participants will be governedtanding instructions and customary practices atide/the responsibility of such
participants. The Corporation’s responsibility diadbility in respect of payments on Debenturesstgied in the name of CDS or its nominee i
limited solely and exclusively to making paymentgofy interest and principal due on such Debentiar€DS or its nominee.

Description of Warrants

The Warrants issued under the Offering will noshbject to a warrant indenture, unless otherwiseeatby the Corporation and the
Agents. Holders of Warrants will have a right toaiwe a certificate representing their Warranté/érrant Certificate "), otherwise such
Warrants may be initially represented and transleran a register. A form of Warrant Certificatelwa complete description of the terms and
conditions applicable to the Warrants will be fileldctronically and can be viewed under the Cotjias profile on www.sedar.com.
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Issue of the Warrants

Each Warrant will allow the holder of the Warramfiurchase one Common Share for the Warrant Exelrgise. The Corporation does
not currently intend to list the Warrants on theXT8IYSE MKT, or any other national securities exafe or other nationally recognized
trading system.

Exercise of the Warrants

The Warrant Shares to be issued upon exercisedidrrants will be subject to Shareholder Appr@ata special meeting of
shareholders following closing of the OfferingSlfiareholders do not approve the issue of the WaBtaares, the Warrants will not be
exercisable for any securities or other propertthefCorporation. If Shareholder Approval is notadted by March 30, 2014, the Warrants
expire.

Provided the Shareholder Approval is obtained Weerants may be exercised on any day on or afeeStiareholder Approval, and
ending on the date that is the third anniversathefShareholder Approval Warrant Expiration Date ”). The Warrants will be exercisable,
at the option of each holder, in whole or in parpbesentation of a duly executed exercise notéihin one trading day following the exerci
of a Warrant, the holder shall deliver paymenti® €orporation of an amount equal to the Exercigmfn effect on the date of such exercise
multiplied by the number of Warrant Shares as tectvkhe Warrant was so exercised. A Warrant holdiétmot be able to exercise any
Warrants if, as a result of such exercise, thedrdltbgether with its affiliates) would beneficiatbwn in excess of 9.9% of the number of
Common Shares outstanding immediately after gieiffigct to the exercise, as such percentage owmpeishietermined in accordance with the
terms of the Warrants. In connection with a progdssuance of Common Shares under the Debentuthe d¥arrants, upon the written
request of the Corporation, a holder shall promptigfirm the number of Common Shares that it andffiliates beneficially own at that time
(including convertible securities).

The number of Warrant Shares issuable upon theisgenf the Warrants and/or the Warrant ExercisgeRnay be adjusted upon the
occurrence of certain events, including where tbgpGration:

* pays a stock dividend on one or more classes tiéts outstanding shares of common stock or otlserwiakes a distribution on any cl
of capital stock that is payable in shares of comistock;

» subdivides (by any stock split, stock divideretapitalization or otherwise) one or more clagdéts then outstanding shares of common
stock into a larger number of shares

» combines (by combination, reverse stock splittherwise) one or more classes of its then ouditg shares of common stock into a
smaller number of share

Anti-Dilution

Provided the Shareholder Approval is obtainechéf €orporation issues or sells, or is deemed te Fued or sold, any Common Share
(including the issuance or sale of Common Sharasedver held by or for the account of the Corporgtliut excluding any Excluded Securi
issued or sold or deemed to have been issueddjrfsola consideration per share (thdéw Issuance Price) less than a price equal to the
Warrant Exercise Price in effect immediately ptmsuch issuance or sale or deemed issuance dissale Warrant Exercise Price then in
effect is referred to as theApplicable Price ") (the foregoing a ‘Dilutive Issuance”), then immediately after such Dilutive Issuanites
Warrant Exercise Price then in effect shall be cedito an amount equal to the New Issuance PraxealFpurposes of the foregoing, the
following shall be applicable:

(i) If the Corporation in any manner grants orselhy options and the lowest price per share fachwbne Common Share is issuable
upon the exercise of any such option or upon caiwer exercise or exchange of any convertible sgesiissuable upon exercise
any such option is less than the Applicable Ptiwen such Common Share shall be deemed to be ditsggand to have been
issued and sold by the Corporation at the timéefgranting or sale of such option for such prieeghare. The “lowest price per
share for which one Common Share is issuable upmexercise of any such options or upon conversixercise or exchange of
any convertible securities issuable upon exerdisap such option” shall be equal to (1) the lowk(x) the sum of the lowest
amounts of consideration (if any) received or realle by the Corporation with respect to any onen@oen Share upon the
granting or sale of such option, upon exerciseuchption and upon conversion, exercise or exahangny convertible security
issuable upon exercise of such option and (y)dhest exercise price set forth in such op

S-38



Table of Contents

for which one Common Share is issuable upon thecesesof any such options or upon conversion, égerar exchange of any
convertible securities issuable upon exercise gfsaich option minus (2) the sum of all amounts maigayable to the holder of
such option (or any other person) upon the grandirgale of such option, upon exercise of suctoopdind upon conversion,
exercise or exchange of any convertible securityable upon exercise of such option plus the vafl@ay other consideration
received or receivable by, or benefit conferredtba,holder of such option (or any other persomrdpt as contemplated below, no
further adjustment of the Warrant Exercise Pricaldfe made upon the actual issuance of such Con8hares or of such
convertible securities upon the exercise of sudtong or upon the actual issuance of such CommaneShupon conversion,
exercise or exchange of such convertible secur

(i) If the Corporation in any manner issues ofssahy convertible securities and the lowest ppieeshare for which one Common
Share is issuable upon the conversion, exercisgarange thereof is less than the Applicable Ptiex such Common Share shall
be deemed to be outstanding and to have been iasgesbld by the Corporation at the time of thaasse or sale of such
convertible securities for such price per share Towest price per share for which one Common 8lmissuable upon the
conversion, exercise or exchange thereof’ shafidheal to (1) the lower of (x) the sum of the lowastounts of consideration (if
any) received or receivable by the Corporation wétspect to one Common Share upon the issuanedeoofsthe convertible
security and upon conversion, exercise or exchahgach convertible security and (y) the lowestw@sion price set forth in such
convertible security for which one Common Sharigssiable upon conversion, exercise or exchangedherinus (2) the sum of ¢
amounts paid or payable to the holder of such atitke security (or any other person) upon theasme or sale of such convertible
security plus the value of any other consideratemeived or receivable by, or benefit conferredtba,holder of such convertible
security (or any other person). Except as contetaplaelow, no further adjustment of the WarrantrEse Price shall be made
upon the actual issuance of such Common Sharesagmwersion, exercise or exchange of such conVesicurities, and if any
such issue or sale of such convertible securigi@sade upon exercise of any options for which adjast of the Warrants has been
or is to be made, except as contemplated beloviyntiwer adjustment of the Warrant Exercise Pricadldie made by reason of such
issue or sale

If the purchase or exercise price provided forrig aptions, the additional consideration, if angygble upon the issue, conversion,
exercise or exchange of any convertible securitiethe rate at which any convertible securities@mvertible into or exercisable or
exchangeable for Common Shares increases or desratany time, the Warrant Exercise Price in eHiethe time of such increase or
decrease shall be adjusted to the Warrant Exereise which would have been in effect at such tiraé such options or convertible securities
provided for such increased or decreased purchrése pdditional consideration or increased or dased conversion rate, as the case may b
at the time initially granted, issued or sold.nétterms of any option or convertible security thas outstanding as of the date of issuance «
Warrant are increased or decreased in the mangeriled in the immediately preceding sentence, sueh option or convertible security and
the Common Shares deemed issuable upon exercisgeremn or exchange thereof shall be deemed te baen issued as of the date of such
increase or decrease. No adjustment shall be mhadeh adjustment would result in an increase eMfarrant Exercise Price then in effect.

In the case of the issue of Series 2 Warrants anéss2 Debentures, the Warrant Exercise Pricebgilleduced to equal the Series 2
Warrant exercise price, if the Series 2 Warrant@se price is less than the Warrant Exercise Price

Cashless Exercise

If at the time of exercise of any Warrant the Cogbion’s registration statement is not effectivetfe prospectus contained therein is no
available for use) for the issuance by the Corpomab the holder of Warrant Shares, then the hataiy, in its sole discretion, exercise
Warrants in whole or in part and, in lieu of makihg cash payment otherwise contemplated to be modthe Corporation upon such exercise
in payment of the aggregate Warrant Exercise Peieet instead to receive upon such exercise tlet KlNimber” of Common Shares
determined according to the following formula (&dshless Exercisé):

Net Number =(A x B) - (A x C)
B

For purposes of the foregoing formu
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A= the total number of Common Shares with respeethich the Warrant is then being exercised.

B= as applicable: (i) the closing sale price of @@mmon Shares on the trading day immediately piiegehe date of the applical
exercise notice, (ii) the bid price of the Commdra&s as of the time of the holder’s executiornefapplicable exercise notice if
such Exercise Notice is executed during “reguladitrg hours” on a trading day and is delivered wittvo (2) hours thereafter or
(iii) the closing sale price of the Common Sharneste date of the applicable exercise notice ifdag of such exercise naotice is a
trading day and such exercise notice is both erelcamd delivered pursuant to the Warrant Certiiediter the close of “regular
trading hours” on such trading day.

C=the Warrant Exercise Price then in effect fer éipplicable Warrant Shares at the time of suclhcesee

Fundamental Transaction

Prior to the consummation of a Fundamental Tramsapursuant to which holders of Common Share®ati#ed to receive securities,
cash, assets or other property with respect to ekchange for Common Shares, being a Corporatetfe Corporation and the successor
entity (including its parent) shall make appromiptovision to ensure that a holder of Warrantstiédreafter have the right to receive upon ar
exercise of a Warrant at any time after the consatiom of the applicable Fundamental Transactiorpbiot to the Warrant Expiration Date,
lieu of Common Shares (or other securities, casteta or other property) issuable upon the exeofigee Warrant prior to such Fundamental
Transaction, such shares of stock, securities, easiets or any other property whatsoever (inctudiarrants or other purchase or subscriptior
rights) which the holder would have been entitledetceive upon the happening of the applicable &omahtal Transaction had its Warrants
been exercised immediately prior to the applic&ledamental Transaction.

Warrant Rights

Except as otherwise provided in the Warrant Cesté or by virtue of such holder’'s ownership of @oom Shares, the holders of the
Warrants do not have the rights or privileges délars of Common Shares, including any voting rightgil they exercise their Warrants. The
Warrants also carry purchase rights substantiattyla to those contained in the Indenture, afath in the first paragraph undebéscription
of the Debentures — Rights upon Issuance of PuecRaghts and Other Corporate Events”.

Mandatory Exercise

If at any time after the eighteen (18) month anrsaey of the date of Shareholder Approval (thddndatory Exercise Eligibility Date
"), (i) the daily VWAP of the Common Shares is eljweor greater than $1.143 per share (as adjdstestock splits, stock combinations and
the like occurring from and after the date of issg (the “Trigger Price ") for a period of ten (10) consecutive trading slégllowing the
Mandatory Exercise Eligibility Date (the ten (1@nsecutive trading days on which the conditiorhis tlause (i) is satisfied are referred to
herein as the Mandatory Exercise Measuring Period”), (ii) the aggregate dollar trading volume (apaded on Bloomberg) of the Common
Shares on the TSX plus the NYSE MKT for each trgdiay during the Mandatory Exercise Measuring Rlegixceeds $5.5 million per trading
day (as adjusted for stock splits, stock combimatiand the like occurring from and after the ddtiesuance) and (iii) no Equity Conditions
Failure shall have occurred, then the Corporati@il f1ave the right to require the holder to exsall, but not less than all, of the Warrant:
all of the then-remaining Warrant Shares (ddndatory Exercise”). The Corporation may exercise its right to requilandatory Exercise on
one occasion by delivering (provided that all & tonditions set forth in clauses (i) through @ijove are then satisfied), on the first trading
day immediately following the end of the Mandat&xercise Measuring Period, a written notice thetedhe holder (the Mandatory
Exercise Notice” and the date the holder receives such noticefesmed to as the Mandatory Exercise Notice Date’). The Mandatory
Exercise Notice shall be irrevocable. If (I) anyid&WAP of a Common Share is less than the Triggace on any day during the period
commencing on the Mandatory Exercise Notice Dateearting on the trading day immediately precedimgMandatory Exercise Date; (lI) 1
aggregate dollar trading volume (as reported omBloerg) of the Common Shares on the TSX plus th8 RI¥IKT on any trading day during
the period commencing on the Mandatory Exerciseddddate and ending on the trading day immedigiedgeding the Mandatory Exercise
Date is less than $5.5 million (as adjusted foclstplits, stock combinations and the like occ@firom and after the date of issuance); or (lll)
an Equity Conditions Failure occurs on any dayrmyithe period commencing on the Mandatory Exefdiséice Date and ending on the
Mandatory Exercise Date which has not been wainenriting by the holders, then, in either case,Mandatory Exercise Notice delivered to
the holders shall be null and vad initio and the Mandatory Exercise shall not occur. If@meporation elects
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to cause a Mandatory Exercise of a Warrant, therugt simultaneously take the same action witheetsip all of the other Warrants.

Amendment and Waiver

Except as described below, the provisions of thersivids may be amended only with the written conséttie Corporation and holders
66-2/3% of the then-outstanding Warrants. Any amagrtt shall be binding upon all holders of the Wiatsand the Corporation. No waiver
shall be effective unless it is in writing, provitthat holders of 66-2/3% of the then-outstandirgridhts may waive any provision of the
Warrants, and any waiver of any provision of therk&fat shall be binding on all of the holders. Attatively, an amendment or waiver of the
provisions of the Warrants may be obtained at aimgef the holders of the Warrants called in ademce with the requirements of the CBCA
and the Corporation’s articles and bylawsjtatis mutandisin respect of meetings of holders of Common Shawédenced by a resolution
passed by not less than 66-2/3% of the votes gatstebholders of 66-2/3% of the then-outstandingMfets who voted in respect of that
resolution; however a quorum for such meeting ddéis of Warrants will be the presence of holddnsa less than 25% of the then-
outstanding Warrants. Any waiver must be in writorgevidenced by a resolution from a meeting oflerd of the Warrants. Notwithstanding
the foregoing, the Maximum Percentage requiremetiteoWarrants may only be amended by the Corpmratiith the consent of holders of a
majority of the Common Shares.

Calculations in respect of the Warrants

The Corporation is responsible for making all cktions called for under the Warrants. The Corporawvill make all these calculations
in good faith. In the case of certain disputestirdpto the Warrants between the Corporation ariddne of 66-2/3% of the then-outstanding
Warrants (“Disputing Warrant Holders "), if the Disputing Warrant Holders and the Corponatiwe unable to resolve such dispute in a tit
manner, then the Disputing Warrant Holders andXbeporation may jointly select an independent, tabple investment bank or accounting
firm, as applicable, to resolve such dispute. ThepGration and the Disputing Warrant Holders sbailse such investment bank or accountin
firm, as applicable, to determine the resolutioswéh dispute and notify the Corporation and thepiing Warrant Holders of such resolution.
The fees and expenses of such investment banlcouating firm, as applicable, shall be borne solsiythe Corporation, and such investment
bank’s or accounting firm’s, as applicable, resolubf such dispute shall be final and binding upma parties absent manifest error.

Governing Law
The Warrant Certificates shall be governed by amtstrued in accordance with the laws of the Statéesv York.

DESCRIPTION OF COMMON SHARES

The authorized share capital of the Corporatiorsist® of an unlimited number of Common Shares. fARouary 29, 2014, there were
197,584,334 Common Shares issued and outstanding.

Each Common Share entitles the holder thereof éovotte at all meetings of shareholders other theetimgs at which only the holders
another class or series of shares are entitledte #£ach Common Share entitles the holder théce@fceive any dividends declared by the
board of directors and the remaining property ef@worporation upon dissolution.

There are no pre-emptive or conversion rights altiaich to the Common Shares. All Common Sharesaquistanding 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 Corporation cansitthem to pay additional funds.

The Corporation’s by-laws provide for certain riglf its shareholders in accordance with the prongsof the CBCA. Such blgws may
be amended either by a majority vote of the shaddeins or by a majority vote of the board of direstdAny amendment of the by-laws by
action of the board of directors must be submittetthe next meeting of the shareholders whereupemy-law amendment must be confirmed
as amended by a majority vote of the sharehold&isgyon such matter. If the by-law amendment jeated by the shareholders, the by-law
ceases to be effective and no subsequent resohititve board of directors to amend a by-law hawnlgstantially the same purpose or effect
shall be effective until it is confirmed or confieth as amended by the shareholders.
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Shareholders do not have cumulative voting rigbtste election of directors. Therefore, the haddgfrmore than 50% of the Common
Shares voting for the election of directors coiflthey choose to do so, elect all of the directmd, in such event, the holders of the remainin
Common Shares would not be able to elect any direct

On March 22, 2011, the Corporation’s board of doesauthorized the issuance of one Common Shaohase right (a Right ") in
respect of each outstanding Common Share. Theigsnrand terms of the Rights are set forth in $tmareholder Rights Plan Agreement,
dated as of March 22, 2011, between the CorporatmhComputershare Investor Services Inc., assrigiéent.

PRICE RANGE AND TRADING VOLUME

The Common Shares are listed for trading on the RIWEKT and the TSX under the trading symbols “PAlddd'PDL”, respectively.
The following table sets out the reported high kv closing prices and trading volume of the Comrtvares on the NYSE MKT and the
TSX (as reported by Quotemedia) for the periodicatdd:

NYSE MKT TSX

High Low Volume High Low \olume

(US$) (US$, ($) (%)
2014
January (1 to 2¢ 0.9¢ 0.54 81,271,73 1.0 0.5¢ 14,295,89
2013
Decembe 0.8z 0.37 72,737,41 0.8¢ 0.4C 5,393,97.
Novembel 0.8¢ 0.44 48,237,88 0.9z 0.4t 5,435,37!
October 1.0C 0.8¢ 17,872,15 1.0 0.8¢ 1,928,23!
Septembe 1.0t 0.94 18,883,95 1.0¢ 0.9¢ 1,348,54
August 1.27 1.0C 31,977,48 1.3C 1.0t 2,754,96!
July 1.2 1.01 29,789,02 1.2¢ 1.0¢ 2,014,99I
June 1.34 0.91 29,787,18 1.3¢ 0.9t 6,154,72!
May 1.3¢ 0.9¢ 52,214,35 1.4C 0.9¢ 6,895,19I
April 1.7¢ 1.3 49,709,21 1.7¢ 1.3¢ 7,379,50!
March 1.65 1.31 28,495,18 1.65 1.3¢€ 3,317,47.
February 1.9¢ 1.3t 54,224, 77 1.97 1.3¢ 9,310,401
January 1.8¢ 1.3t 58,969,88 1.81 1.34 8,453,29!

On January 29, 2014, the closing price of the Com@igares on the NYSE MKT was US$0.56 and the djgsiite of the Common
Shares on the TSX was $0.62.

The Corporation’s 2012 Convertible Debentures iated for trading on the TSX under the trading sghf{EDL.DB”". The 2012
Convertible Debentures commenced trading on the 31$3uly 31, 2012. On January 29, 2014, the clogifag per $100 principal amount of
the 2012 Convertible Debentures on the TSX wasdR6d-he following table sets out the reported fagh low closing prices and trading
volume of the Debentures on the TSX (as reporte@bytemedia) for the periods indicated:

TSX
High Low \Volume
(%) [6)

2014

January (1 to 2¢ 64.0( 41.0C 1,328,00!
2013

Decembe 46.9( 37.0¢ 1,638,00!
Novembel 68.0( 38.8¢ 1,264,00!
October 70.9¢ 66.5( 1,107,00!
Septembe 69.0( 67.01 437,00(
August 70.0( 65.0( 664,00(
July 69.2( 59.0( 1,394,00!
June 71.4¢ 62.1¢ 12,027,00
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May 84.0( 63.0( 3,491,001
April 91.5( 83.0( 1,689,001
March 91.9¢ 84.5] 683,00(
February 95.5( 88.0( 4,991,001
January 96.1( 78.0( 1,428,00!

DIVIDEND POLICY

It is not anticipated that the Corporation will payy dividends on its Common Shares in the nearduiThe actual timing, payment and
amount of any dividends will be determined by tleeg@ration’s board of directors from time to timeskd upon, among other things, the
Corporation’s cash flow, results of operations findncial condition, the need for funds to finamegoing operations and such other business
considerations as the board of directors may cens&levant. As of the date of this prospectus Eupent, the Corporation has never paid any
dividends on the Common Shares.

PRIOR SALES

During the twelve month period prior to the dateha$ prospectus supplement, the Corporation isthefbllowing Common Shares and
securities convertible into Common Shares:

Price per Security/

Number of Securities Date of Issue Exercise Price per Securit
474,409 Common Shar&s January 20, 201 $ 0.6¢
328,549 Common Shar@® November 4, 201 $ 1.0C
673,387 Stock Optior(?) October 1, 201: $ 1.0C
600,000 Stock Optior(® October 1, 201 $ 1.0C
200,000 Stock Optior(") August 12, 201. $ 1.22
8,590,328 Common Shar(l) July 23, 201 $ 1.164:
379,470 Common Shar®) July 19, 201: $ 1.0C
8,668,009 Common Shar(®) June 19, 201 $ 1.15¢
574,738 Common Shar(?) June 18, 201 $ 1.11
203,800 Common Shar®) May 22, 201: $ 1.4
1,000,000 Stock Optior May 10, 201 $ 1.14
282,626 Common Shar(*) April 18, 2013 $ 1.4F
709,220 Common Shar®) March 8, 201 $ 1.41
245,351 Common Shar®) February 4, 201 $ 1.2¢

(1) Issued on a flo-through basis by way of private placeme

(2) Issued upon the exercise of 13,000 palladium wésr

(3) Issued as consideration for services providethb Corporation’s financial advisor in connectisith the sale of the Corporation’s
Quebe-based gold divisior

(4) Issued as compensation in connection with the Gatjwr’s employee RRSP pla

(5) Issued in satisfaction of certain obligatiomsier the Sale and Purchase Agreement dated O&bb2008 between IAMGOLD-Québec
Management Inc. and Cadiscor Resources Inc., &pesdor of NAP Quebe

(6) Issued as employment inducements in connectiontivittappointment of new officers of the Corporat

(7) Issued in accordance with the incentive progrante@fCorporation
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C ONSOLIDATED CAPITALIZATION

The changes in the Corporation’s consolidated algdition on a preliminary and unaudited basis sufgject to change, based on
information currently available to the Corporatemat the date of this prospectus supplement Siapeember 30, 2013, the date of the
Corporation’s unaudited interim consolidated finahstatements for the three and nine-month perried September 30, 2013, are as
follows:

» Total long-term debt increased by approxima$9.3 million as a result of: (i) additional borings under the Brookfield Debt on
November 29, 2013 and the retroactive applicatfaih® 19% interest rate to June 7, 2013 resultingni aggregate of approximat:
US$172.6 million principal outstanding under tharlas at December 31, 2013 consisting of: US$1#8li@n of loans and capitalized
commitment fees; US$15.6 million of accrued andtediped interest; and US$8.1 million of a capiteli amendment fee and
(i) borrowings under the Credit Facility decreasgdapproximately $5.3 million due to repaymentsoasated with a decrease in the
associated borrowing bas

» Total shareholde’ equity is expected to decrease as a result obsses for the three month period ended Decemb&(03B,

» Debt will be increased by all, or substantially afithe principal amount of the Debentur

C ERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Stikeman Elliott LLP, counsel fine Corporation, and Davies Ward Phillips & VinabeLP, counsel for the Agents,
the following is, as of the date of this prospecupplement, a summary of the principal Canadideri income tax considerations pursuar
the Tax Act generally applicable to the holding aigposition of Debentures, Warrants and CommoneShacquired under the terms of the
Debentures (including in connection with a Make-\éhimount or payments of interest) or pursuanhwexercise of Warrants (Jnderlying
Shares”) by a purchaser who acquires a beneficial intdrethe Debentures and Warrants pursuant to tffsri@g (a “Holder ). This
summary is applicable to a Holder who, for the pegs of the Tax Act and at all relevant timesdéals at arm’s length with and is not
affiliated with the Corporation and the Agents) fiolds the Debentures and Warrants, and will llsddUnderlying Shares, as capital property;
and (iii) has not and will not enter into a “dettive forward agreement” (as defined in the Tax Aat)espect of the Debentures, Warrants or
Underlying Shares. The Debentures, Warrants ancitlyidg Shares generally should be considered teapéal property to a Holder provided
that the Holder does not hold such Debentures, &ktgror Underlying Shares in the course of carrging business and has not acquired the
in one or more transactions considered to be aarddke or concern in the nature of trade.

This summary is based on the current provisiorte®fTax Act, all specific proposals to amend the Aat publicly announced by or on
behalf of the Minister of Finance (Canada) priotite date hereof (Tax Proposals”), and counsel’s understanding of the current ishleld
administrative policies and practices of the CRAisTlsummary assumes the Tax Proposals will be etacthe form proposed, however, no
assurance can be given that the Tax Proposalb&véhacted in the form proposed, or at all. Extampthe Tax Proposals, this summary does
not take into account or anticipate any changédavin whether by legislative, governmental or judi@ction, nor does it take into account othe
federal or any provincial, territorial or foreigmcome tax legislation or considerations, which mider significantly from those discussed
herein.

This summary is not exhaustive of all possible Camtian federal income tax considerations applicableotan investment in
Debentures, Warrants or Underlying Shares. Moreoverthe income and other tax consequences of acquignholding or disposing of
Debentures, Warrants and Underlying Shares will vay depending on a prospective investor’s particulacircumstances. Accordingly,
this summary is of a general nature only and is nahtended to be, nor should it be construed to béegal or tax advice to any
prospective investor. Consequently, prospective imstors should consult their own tax advisors for adce with respect to the income ta
consequences of an investment in Debentures, Warrsnand Underlying Shares, based on their particulacircumstances.

Allocation of Purchase Price

A Holder who acquires Debentures and Warrants juntsio this Offering will be required to allocateetpurchase price paid for the
Debentures and WarrantsRurchase Price”) on a reasonable basis to determine their resmecbsts to

S-44



Table of Contents

such Holder for the purposes of the Tax Act. Thep@ration has advised counsel that, for Canadiapuaposes, the Corporation will allocate
$999.99 of the Purchase Price to each Debentur8@0d of the Purchase Price to each Warrant alelbs that such allocation is reasona
The Corporation’s allocation, however, is not birglon the CRA or on a Holder.

Residents of Canada

This portion of the summary is applicable to a Holdiho for the purposes of the Tax Act and ateddvant times, is or is deemed to be
resident in Canada (aResident Holder”).

Certain Resident Holders who might not otherwisedmesidered to hold their Debentures or UnderlBhgres as capital property may
entitled to make the irrevocable election permittgdsubsection 39(4) of the Tax Act to have thebBntures, Underlying Shares and every
other “Canadian security” (as defined in the Tax)Aevned or subsequently acquired by them treadezhpital property. The election under
subsection 39(4) of the Tax Act does not apply tarfdhts. Resident Holders should consult their taxradvisors prior to making such an
election regarding their particular circumstances.

This summary is not applicable to a Resident Holflethat is a “financial institution” (as defined the Tax Act for the purposes of the
mark-to-market rules); (ii) that is a “specifieddincial institution” (as defined in the Tax Actii)(an interest in which would be a “tax shelter
investment” &s defined in the Tax Act); or (iv) whose functiboarrency for the purposes of the Tax Act is therency of a country other thi
Canada. Any such Resident Holder should consulivits tax advisor with respect to an investment @béntures, Warrants and Underlying
Shares.

Taxation of Holders of Warrants
Exercise of Warrants

No gain or loss will be realized by a Resident Holdpon the exercise of a Warrant. When a Warsexércised, the Resident Holder’s
cost of the Underlying Share acquired thereby béllequal to the adjusted cost base of the Wamwantdh Resident Holder, plus the amount
paid on the exercise of the Warrant. For the pwemdsomputing the adjusted cost base to a Reskdigider of each Underlying Share acqui
on the exercise of a Warrant, the cost of such tyidg Share must be averaged with the adjustetitise to such Resident Holder of all o
Common Shares (if any) held by the Resident Hodderapital property immediately prior to the exsgaf the Warrant.

Disposition or Expiry of Warrants

A Resident Holder who disposes, or is deemed te kissposed, of a Warrant (otherwise than on theceseethereof) will realize a capit
gain (or a capital loss) equal to the amount bycWihihe proceeds of disposition in respect of thertve exceed (or are less than) the aggrega
of the Resident Holder’s adjusted cost base of $udatrant and any reasonable costs of dispositiothed event of the expiry of an unexercised
Warrant, the Resident Holder will realize a capibak equal to the Resident Holder’s adjusted lsasé of such Warrant immediately prior to
the expiry time. Such capital gain (or capital Josgl be subject to the tax treatment describeldwainder “Residents of Canada — Taxation o
Holders of Underlying Shares — Capital Gains anplit@hLosses”.

Taxation of Holders of Debentures
Interest on Debentures

A Resident Holder of Debentures that is a corpomagpartnership, unit trust or any trust of whicboaporation or a partnership is a
beneficiary will be required to include in compugiits income for a taxation year any interest (idahg Late Charges) on the Debentures:
(i) that accrues or that is deemed to accruettotiie end of the particular taxation year; ortfiat has become receivable by or is received by
the Resident Holder before the end of that taxatear, except to the extent that such interestim@sded in computing the Resident Holder's
income for a preceding taxation year.

Any other Resident Holder of Debentures (includamgndividual, other than certain trusts) will leguired to include in computing
income for a taxation year all interest (includlregie Charges) on the Debentures that is receiveeceivable by the Resident Holder in that
taxation year (depending upon the method regufalgwed by the Resident Holder in computing inconexcept to the extent that the interes
was included in the Resident Holder's income for a

S-45



Table of Contents

preceding taxation year.

Where the Corporation satisfies the interest byilgsCommon Shares, the cost of the Common Sharasgiired by the Resident
Holder should be equal to the fair market valusuwith shares. Generally the adjusted cost basBRésident Holder of such Common Shares
will be determined by averaging the cost of sudref with the adjusted cost base of any other Canhares owned by the Resident Holder
as capital property at such time. Where the fairketavalue of the Common Shares received by a Besidolder in satisfaction of the
Corporation’s obligation to pay interest on a Dahenis less than amount included in income byRbsident Holder in respect of that interest
on the Debenture for a previous taxation yearatheunt of the difference may generally be dedubtethe Resident Holder in computing its
income for taxation year in which the Resident Koldisposes of the Debenture subject to the ddtailes contained in the Tax Act in that
regard.

It is likely that the portion of the Purchase Pricet is allocated by the Resident Holder to a Délre will be less than the face value of
the Debenture. If the allocation is nominal, sucfoant may increase a Resident Holder’s capital mimeduce its capital loss) on the
disposition of the Debenture, including on repaytmedemption or conversion (except a conversionthich the Qualifying Conversion Rules
(as defined below) apply). Alternatively, the ResitiHolder may be required to include in its incoare additional amount equal to the
difference between the portion of the PurchasesRillocated to the Debenture and its face amoubis¢ount”) either in one or more taxatic
years in which the Discount accrues or in a taxagiear in which the Discount is received or receigdy the Resident HoldeResident
Holders should consult their own tax advisors in tfs regard.

Upon a conversion, redemption, repayment at mgiwitother transfer of a Debenture, interest aatithereon to the date of conversion.
redemption, repayment or transfer and that wouteémtise be payable after that date will be incluthecomputing the Resident Holder’'s
income, except to the extent such amount was iediil computing the Resident Holder’s income fait thr a previous taxation year.

In the event that a premium is paid to a Residaitietr of Debentures upon repayment of the prinapéhe Debentures, the fair market
value of such premium will generally be deemedédarterest received at that time by such Residefdét if such premium is paid by the
Corporation because of the repayment by it to thsident Holder of Debentures before their matuaitgl to the extent that such premium can
reasonably be considered to relate to, and doesxeeed the value at that time of, the interestwhalld have been paid or payable by the
Corporation on the Debentures for taxation yeath®iCorporation ending after that time. Howewueis tule does not apply to a payment that
can reasonably be expected to apply in respetteosubstitution or conversion of a debt obligatma share. Consequently there is uncertaint
about the proper characterization for income tappses of any Mak®/hole Amount paid on conversion of a Debenture. piganium and th
Make-Whole Amount paid by the Corporation on pusehaf a Debenture pursuant to a Debenture Offezd@mption for cash may be deemec
to be interest pursuant to this provisi®esident Holders should consult their own tax advis in this regard .

A Resident Holder that is throughout the year arf&han-controlled private corporation” (as defimethe Tax Act) may be liable to pay
an additional refundable tax at a rate 0%/8 % on certain investment income, including inteiesbme.

Exercise of the Conversion Privilege

The Tax Act contains rules which, in general terpesmit a holder of a debt obligation that confemsghe holder the right to convert the
debt obligation into shares of the issuing corporato effect the conversion on a tax-deferredbésQualifying Conversion Rules”).
Specifically under the Qualifying Conversion Rulpsvided that: (i) the debt obligation is heldcapital property, and (ii) no consideration
other than the shares of the issuing corporatiahttte holder was entitled to receive pursuan¢dolder’s conversion right is received for the
debt obligation on the conversion (other than abivered in lieu of fractional shares), the holdét be deemed not to have disposed of the
debt obligation and, accordingly, would not reakizeapital gain (or a capital loss) upon such cmiga. The aggregate cost to a holder of the
shares acquired upon exercise a conversion righigisubject to the Qualifying Conversion Rulesuldayenerally be equal to the adjusted cos
base to the holder of the converted debt obligatiunediately before the conversion, less the amofiahy cash received in lieu of fractional
shares. Generally, the adjusted cost base to aihwltb receives shares on a conversion that igsutgj the Qualifying Conversion Rules will
be determined by averaging the cost of such shetkthe adjusted cost base of any other idensbhares owned by the holder as capital
property at such time.

Where on a conversion of a Debenture under itsg€ariConversion”) a Resident Holder receives a Make-Whole
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Amount (whether in cash or Underlying Shares}k itnclear whether the Qualifying Conversion Rulesiid apply to the Conversion on the
basis that the Make-Whole Amount could be consiiadditional consideration for the Debenture. Mesrpwhere a Make-Whole Amount is
considered to be received as additional considerddir the Debenture, but is satisfied in Commoar8s, it is unclear whether the Common
Shares would be considered received pursuant tBésalent Holder’s right to convert the Debent&ieilarly, where the Corporation
exercises the Mandatory Conversion or Maturity Ddéandatory Conversion, it is unclear whether thaldying Conversion Rules would
apply.Resident Holders should consult their own tax advigs as to the potential application of the Qualifymg Conversion Rules to a
Conversion of Debentures held by such Resident Hadds.

Unless the Qualifying Conversion Rules apply, av@osion by a Resident Holder should generally téawd disposition by the Resident
Holder of the Debenture for the purposes of the Aetx See “Residents of Canada — Taxation of Hal@éDebentures — Disposition of
Debentures.”

Make-Whole Amount

The characterization of a Make-Whole Amount recetibg a Resident Holder on the conversion (includingandatory conversion) of a
Debenture is uncertain. A Resident Holder may leired to include the amount of any Make-Whole Amtdn its income in the taxation year
in which it is received or becomes receivaBesident Holders should consult their own tax advigs in this regard.

Notwithstanding the foregoing, where the Make-Whdieount is considered to be received on the comwersf a Debenture and the
Qualifying Conversion Rules do not apply it maygussible for a Resident Holder to characterizeMba&e-Whole Amount received in
connection with the conversion of the Debenturasing part of the proceeds of disposition recdibg the Resident Holder on such
conversion Resident Holders should consult their own tax adsors in this regard. See: “Residents of Canada — Taxation of Holders of
Debentures — Exercise of Conversion Privilege”.

Where a Make-Whole Amount is satisfied by the Caaion issuing Common Shares and the Qualifyingw@asion Rules do not apply,
the amount of the Make-Whole Amount, and the cosihé Holder of such Common Shares, should bedihenfarket value of the Common
Shares at the time they are so issued. Geneftadlygadjusted cost base to a Resident Holder of Gaaimon Shares will be determined by
averaging the cost of such shares with the adjusistibase of any other Common Shares owned birdbiglent Holder as capital property at
such time.

Disposition of Debentures

A disposition or deemed disposition of a Debenhy@ Resident Holder, including a redemption, paynaé maturity, purchase for
cancellation or conversion (other than in a tratisado which the Qualifying Conversion Rules agplyill result in the Resident Holder
realizing a capital gain (or a capital loss) egoahe amount by which the proceeds of dispositiat,of any amount otherwise required to be
included in the Resident Holder's income, exceadife less than) the aggregate of the adjustedesstto the Resident Holder thereof and
any reasonable costs of disposition. Such capétial @r capital loss) will be subject to the taeaiment described below under “Residents of
Canada — Taxation of Holders of Underlying Shar€@apital Gains and Capital Losses”.

If the Corporation pays any amount upon the, caigar(other than a transaction to which the QuedgyConversion Rules apply),
purchase for cancellation or maturity of a Debentwy issuing Underlying Shares to the Resident &tolithe Resident Holder's proceeds of
disposition of the Debenture will be equal to thie arket value, at the time of disposition of Bebenture, of the Underlying Shares and any
other consideration so received (except consideraticeived in satisfaction of any portion of saamount as is included in the Resident
Holder’'s income). The cost to the Resident Holdghe Underlying Shares so received will be eqadhe fair market value of such
Underlying Shares. Generally, the adjusted cost bmsa Resident Holder of Underlying Shares attang will be determined by averaging the
cost of such Underlying Shares with the adjustes base of any other Common Shares owned by thddéded1older as capital property at
such time.

Upon a disposition or deemed disposition of a Délreninterest accrued thereon to the date of diipo and not yet due will be
included in computing the income of the Resideniddoas described above under “Residents of Cand@eation of Holders of Debentures —
Interest on Debentures”, except to the extent smebunt was otherwise included in the Resident H@decome, and will be excluded in
computing the Resident Holder’s proceeds of digjwosdf the Debenture described below under “Reg&lef Canada Faxation of Holders ¢
Underlying Shares — Capital Gains and Capital Lgisse
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Taxation of Holders of Underlying Shares
Dividends on Underlying Shares

Dividends received or deemed to be received on tyidg Shares held by a Resident Holder will bduded in the Resident Holder’s
income for the purposes of the Tax Act.

Such dividends received by a Resident Holder thahiindividual (including most trusts) will be gedt to the gross-up and dividend tax
credit rules in the Tax Act normally applicabledizidends received from taxable Canadian corpanationcluding the enhanced gross-up and
dividend tax credit in respect of dividends destgday the Corporation as “eligible dividends.”.€fé may be limitations on the ability of the
Corporation to designate dividends as “eligibldatwnds.”

A Resident Holder that is a corporation is requi@ihclude such dividends in computing its incoamel generally should be entitled to
deduct the amount of such dividends in computisigaikable income. A Resident Holder that is a ‘gevcorporation” or “subject
corporation” (as such terms are defined in the Aety may be liable under Part IV of the Tax Actpay a refundable tax of 38/3% of
dividends received or deemed to be received obltiderlying Shares to the extent such dividendsiadrictible in computing the Resident
Holder’s taxable income.

Taxable dividends received by a Resident Holder istam individual (other than certain trusts) maguit in such Resident Holder being
liable for alternative minimum tax under the TaxtAc

Disposition of Underlying Shares

A disposition or a deemed disposition of an UndadyShare by a Resident Holder will generally resuthe Resident Holder realizing a
capital gain (or capital loss) equal to the amdaynivhich the proceeds of disposition of the UndadyShare, net of any reasonable costs of
disposition, exceed (or are less than) the aggeegfahe adjusted cost base to the Resident Hotdaediately before the disposition.

Capital Gains and Capital Losses

Generally, one half of any capital gain (t&Xable capital gain”) realized by a Resident Holder in a taxation yisaequired to be
included in the Resident Holder’s income for the&r; and one-half of any capital loss (aallbwable capital loss’) realized by a Resident
Holder in a taxation year is required to be dediieigainst taxable capital gains realized by thedees Holder in that year. Allowable capital
losses in excess of taxable capital gains for aqoder taxation year generally may be carried baio#t deducted in any of the three preceding
taxation years or carried forward and deductedhinsbsequent taxation year from net taxable dagdtias realized in such years, to the exter
and under the circumstances described in the Tax Ac

If the Resident Holder is a corporation, any caitss realized on the disposition of an UnderlyBtgare may in certain circumstances b
reduced by the amount of any dividends which haentreceived or which are deemed to have beernvezten the Underlying Share. Similar
rules may apply where a corporation is a membaerpdrtnership or a beneficiary of a trust that owWnderlying Shares, whether directly or
indirectly through another partnership or trust.

A Resident Holder that is throughout the year arf&han-controlled private corporation” (as defimethe Tax Act) may be liable to pay
an additional refundable tax at a rate 0#/6 % on certain investment income, including taxalagi@l gains.

Taxable capital gains realized by a Resident Hale is an individual (including certain trusts) yrgive rise to a liability for alternativ
minimum tax depending on the Resident Holder'suwirstances.

Holders Not Resident in Canada

The following portion of this summary applies tdélalder who, at all relevant times, for purposeshef Tax Act: (i) is neither resident r
deemed to be resident in Canada; (ii) does notjsandt deemed to, use or hold the Debentures,aferior Underlying Shares in carrying on ¢
business in Canada; (iii) is not a “specified shaléer” of the Corporation as defined in subsecfi8(b) of the Tax Act or a person who does
not deal at arm’s length with such a specified shalder;
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(iv) is entitled to all payments of interest, piijel and any other amounts under the Debenturesbyesuch Holder; and (v) deals at arm’s
length with any transferee that is resident in @arfar purposes of the Tax Act to whom the holdepakes of a Debenture (Non-Resident
Holder ”). This discussion does not apply to an insureowérries on an insurance business in Canada sedtetre or an authorized foreign
bank (as defined in the Tax Act).

Exercise of Warrants

A Non-Resident Holder will not be subject to Camadincome tax as a result of the exercise of a &idand the Canadian income tax
consequences of the exercise of a Warrant by aRésident Holder are generally the same as thoseRasident Holder. See “Residents of
Canada — Taxation of Holders of Warrants — Exerofs&/arrants.”

Interest and Other Amounts on Debentures

A Non-Resident Holder will not be subject to Canadiarhtuitiding tax in respect of amounts paid or creditedeemed to have been
or credited (including any accrued interest ondfars or assignments described below) by the Catiporas, on account or in lieu of payment
of, or in satisfaction of, interest (including La@®arges) or principal on the Debentures or ingespf a Make-Whole Amount except to the
extent that all or any part of the interest onBledentures is “participating debt interegtar purposes of the Tax Act, participating debtias:
is generally interest that is paid on an obligatidrere all or any portion of such interest is cogéint or dependent on the use of, or productior
from, property in Canada or is computed by refeeggiocrevenue, profit, cash flow, commodity priceaay similar criterion.

As described above under the heading “Risk Faet@anadian Non-Resident Withholding Tax”, it is l#aec whether the Make-Whole
Amount or the Excess will be characterized as gipdting debt interest. If they are payments oroantof interest, the Make-Whole Amount
or the Excess may be subject to Canadian withhgldir at the rate of 25% unless that rate is redluceler the provisions of an applicable
income tax convention between Canada and the Neid&®# Holder’s country of residence. For exampleere the Non-Resident Holder is a
resident of the United States, who is entitlech ienefits under the Canada-United States IncareéCbnvention (1980) as amended)S
Treaty "), and is the beneficial owner of the interestleemed interest, the rate of withholding tax mayedukiced to 15% or the interest may
be exempt from withholding tax. See “Risk FactoGanadian Non-Resident Withholding Tax.”

Counsel has been advised that the Corporationmimteéatend to withhold any amounts from paymentslen@ Non-Resident Holders
under the terms of the Debentures on account chdlan withholding taxes. There can be no assurdratéhe CRA will not assess the
Corporation or Non-Resident Holders on the bagisttie payments of interest, Make-Whole AmounttherExcess are subject to Canadian
withholding tax and that such assessments woulth@sustaineddolders of Debentures who are not resident in Canadfor purposes of
the Tax Act should seek advice from their own tax@visors.

Exercise of the Conversion Privilege

A Non-Resident Holder will not be subject to tax under Trax Act on a Conversion provided that the QualdgyConversion Rules app!
except to the extent that Canadian withholdingaplies as described above under “Non-Residenfanada — Interest and Other Amounts ol
Debentures”. If the Qualifying Conversion Rulesrdit apply, a Conversion of a Debenture will bespdsition of the Debenture with the
consequences described below. See “Residents a@fd@anTaxation of Holders of Debentures — Exeraisgonversion Privilege” and “Non-
Residents of Canada — Disposition of Debenturésnalerlying Shares.A Non-Resident Holder for whom the Debentures areaixable
Canadian property should consult their own tax adwsors.

Dividends on Underlying Shares

Where a Non-Resident Holder receives or is deemeeceive a dividend on Underlying Shares, the athofisuch dividend will be
subject to Canadian withholding tax at the rat2%%o of the gross amount of the dividend unlessdteis reduced under the provisions of an
applicable income tax convention between Canadalanblon-Resident Holder’s country of residence.&@mple, where the Non-Resident
Holder is a resident of the United States thantttled to benefits under the US Treaty, and iskteeeficial owner of the dividends, the rate of
Canadian withholding tax applicable to dividendseyally should be reduced to 15%.

Disposition of Debentures, Warrants or Underlyindh&res
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A Non-Resident Holder will not be subject to taxdanthe Tax Act in respect of any capital gainizeal by such NorResident Holder ¢
a disposition or deemed disposition of a Debenfimauding as a result of a redemption, paymentnaturity, purchase for cancellation or a
conversion to which the Qualifying Conversion Ruflesnot apply), a Warrant or an Underlying Sharnessmsuch Debenture, Warrant or
Underlying Share (as applicable) constitutes “téx@anadian property” (as defined in the Tax Act)te Non-Resident Holder at the time of
disposition and the Non-Resident Holder is nottlemtito relief under an applicable income tax yeatconvention.

Provided that the Underlying Shares are then listed “designated stock exchange” (as definedanTdx Act), which currently includes
the TSX, the Debentures, Warrants and the UnderIgimares generally will not constitute taxable Canraproperty of a Non-Resident Holder
unless, at any time during the 60-month period imiately preceding the disposition or deemed digjmosi(i) the Non-Resident Holder,
persons with whom the Non-Resident Holder did reatl ét arm’s length, partnerships in which the NR@sident Holder or a person with
whom the Non-Resident Holder does not deal at alen'gth holds a membership interest directly oirgxtly through one or more
partnerships, or the Non-Resident Holder togeth#r all such persons and partnerships, owned 258base of the issued shares of any class
or series of the capital stock of the Corporatemg (ii) at such time, more than 50% of the fairkefivalue of the Common Shares was der
directly or indirectly from one or any combinatiohreal or immovable property situated in Canadanalian resource properties (as defined i
the Tax Act), timber resource properties (as defimehe Tax Act) or options or interests in reggdcany such property whether or not such
property exists. Notwithstanding the foregoinggértain circumstances set out in the Tax Act, shewteich are not otherwise taxable Canadiar
property could be deemed to be taxable Canadigrepso

Non-Resident Holders who dispose of Debentures, Wants or Underlying Shares that are taxable Canadia property should
consult their own tax advisors with respect to theonsequences of disposing such securities in thparticular circumstances, including
any obligation to file Canadian income tax returndn respect of such disposition.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS

The following discussion summarizes the anticipaie. federal income tax consequences of the psestoavnership and disposition of
the Debentures, the Warrants, the Common Sharethanarrant Shares. It applies only to U.S. Hadeas defined below) that acquire
Debentures and Warrants in this Offering at theahoffering price (disregarding sales to bond $&s) brokers or similar persons acting as
underwriters, placement agents or wholesalershafdisuch Debentures, Warrants or Common Sharé&orant Shares acquired upon
conversion of such Debentures or Warrants as ¢asisets (generally, property held for investmemppses). This section does not apply to
holders subject to special rules, including brokdeslers in securities or currencies, tradergausties that elect to use a mark-to-market
method of accounting for securities holdings, tagrapt organizations, insurance companies, bankfistand other financial institutions,
persons liable for alternative minimum tax, persthrag hold an interest in an entity that holdsEtebentures, the Warrants, the Common Si
or the Warrant Shares, persons that will own, dirhvaive owned, directly, indirectly or constructiye10% or more (by vote or value) of the
Corporation’s equity, persons that hold the Debestuthe Warrants, the Common Shares or the WeaBtzares as part of a hedging,
integration, conversion or constructive sale tratisa or a straddle, or persons whose functionakecey is not the U.S. dollar.

This discussion does not purport to be a complestyais of all of the potential U.S. federal incotag considerations that may be
relevant to U.S. Holders in light of their partiaukircumstances. Further, it does not addresaspegct of foreign, state, local or estate or gift
taxation or the 3.8% Medicare tax imposed on cerntiet investment income. Each prospective investiould consult its own tax advisor as to
the U.S. federal, state, local, foreign and anyotax consequences of the purchase, ownershidigpdsition of the Debentures, the Warrants
and the Common Shares. This discussion is bas#tednternal Revenue Code of 1986, as amendedCibde”), its legislative history, U.S.
Treasury Regulations, rulings by the U.S. InteRe@Venue Service (“IRS"), published court decisi@ms] the Canada-United States Income
Tax Convention (1980) (the “Convention”), all asiffiect as of the date hereof, and any of which beyepealed, revoked or modified
(possibly with retroactive effect) so as to result).S. federal income tax consequences diffenemh fthose discussed below. This summary is
applicable to U.S. Holders who are residents ofthi#ed States for purposes of the Convention ahd gualify for the full benefits of the
Convention.

A “U.S. Holder” is a beneficial owner of the Deberds, the Warrants, the Common Shares or the WaBtrares who, for U.S. federal
income tax purposes, is a citizen or individualdest of the United States, a corporation (or o#dity that is classified as a corporation for
U.S. federal income tax purposes) that is creatextganized in or under the laws of the United &tair any State thereof or the District of
Columbia, an estate whose income is subject to fdd&ral income
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tax regardless of its source, or a trust (i) if.& Ltourt can exercise primary supervision ovetith&’'s administration and one or more U.S.
persons are authorized to control all substangalsions of the trust, or (ii) that validly elettsbe treated as a U.S. person for U.S. federal
income tax purposes.

If a partnership or other pass-through entity hthdsDebentures, the Warrants, the Common Shartbe aWarrant Shares, the U.S.
federal income tax treatment of a partner, beregfjgior other stakeholder will generally dependhrmstatus of that person and the tax
treatment of the pass-through entity. A partnengfieiary, or other stakeholder in a pass-througfityeholding the Debentures, the Warrants,
the Common Shares or the Warrant Shares shouldi¢d@ssown tax advisor with regard to the U.S.deal income tax treatment of its
investment in the Debentures or Common Shares.

Issue Price of a Debenture and the Warrants

Each Series 1 Security will be treated as an “itnaest unit” containing separate instruments for.UJe8eral income tax purposes. The
issue price of such investment unit will be thetfprice at which a substantial amount of investnueiits are sold for money (disregarding s
to bond houses, brokers or similar persons acsngnderwriters, placement agents or wholesaletgh $sue price is then allocated between
the Debenture and the Warrants that comprise seibsSL Security based on their relative fair maviedues. The Corporation will notify the
Debenture Trustees of the issue price of the Sérigscurities and its allocation of the issue pracel U.S. Holders may obtain such
information from the Debenture Trustees. Howeves,IRS will not be bound by the Corporation’s afitien of issue price for a Debenture anc
the Warrants, and therefore, the IRS or a U.S.taoay not respect the allocation set forth abowsehB2J.S. Holder should consult its own tax
advisor regarding the allocation of its purchaseepfor the Debentures and the Warrants purchastteiOffering. The holding period for the
Debentures and the Warrants will begin on the digy the date of acquisition.

The Debentures
Classification of the Debentures

The tax characterization of an instrument, suctha®ebentures, as debt or equity for U.S. fedacalme tax purposes is based on the
facts and circumstances existing when the instraiiseéasued. Based on the application of the applilaw to the facts and circumstances
existing with respect to the Debentures, althotrghmatter is not free from doubt, the Corporatiends to treat the Debentures as debt
interests for U.S. federal income tax purposesofdiogly, under the Code U.S. Holders are obligatetileat the Debentures as debt interests
for U.S. federal income tax purposes unless théifyrtbe IRS of an inconsistent characterizatioowéver, the IRS is not obligated to follow
the Corporation’s characterization, and there aandassurance that the IRS will agree with susdttnent. Prospective holders should consu
their own tax advisors regarding the tax consege®titat would apply to them if the Debentures viezated as equity for U.S. federal income
tax purposes. The balance of this discussion asstiméthe Debentures will be treated as debt.

Payments of Interest

Subject to the discussion below under “Certain éthistates Federal Income Tax Considerations—Themeles—Original Issue
Discount,” payments of interest on a Debentureling any tax make-whole amount and taxes withbelgpayments) will be taxable to a
U.S. Holder as ordinary income at the time it iseiieed or accrued, depending on the U.S. Holde€gthod of accounting for tax purposes.
Interest paid or accrued on the Debentures wilegaty be treated as foreign source “passive cayeigeome” for U.S. federal income tax
purposes.

Upon receipt of interest payments on a DebentuigtipaCanadian dollars, a cash-basis U.S. Holdéragognize as income the U.S.
Dollar value of the Canadian dollars, based orettehange rate in effect on the date of receipgndigss of whether the payment is in fact
converted into U.S. Dollars, unless the holderasge an election to accrue interest income on #teebture currently. If the interest payment
is converted into U.S. Dollars on the date of netei U.S. Holder should not be required to recogifioreign currency exchange gain or loss ir
respect to the interest income. A U.S. Holder mayetforeign currency exchange gain or loss (gelyei@table as an ordinary gain or loss) if
the interest payment is converted into U.S. Dolidtsr the date of receipt. In general, foreigrrency exchange gain or loss will be treated as
U.S. source gain or loss for foreign tax creditgmses. A cash-basis U.S. Holder that receivestarest payment of Common Shares will
recognize as income an amount, and will have dlifiasis in such Common Shares, equal to tharfaiket value of such Common Share:
the date of receipt.
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A U.S. Holder that uses the accrual method of tmoanting (including a cash-basis U.S. Holder #iatts to accrue interest income on
the Debentures currently) will be required to aednierest income on the Debentures in Canadidardand translate the amount accrued int
U.S. dollars based on either (1) the average exggheate in effect during the interest accrual geray the portion thereof within the holder’s
taxable year; or (2) at such holder’s electiorthatspot rate of exchange on (i) the last day eftcrual period, or the last day of the taxable
year within such accrual period if the accrual pgispans more than one taxable year, or (ii) the dfareceipt, if such date is within fi
business days of the last day of the accrual peBadh election must be applied consistently byl Holder to all debt instruments from
year to year and can be changed only with the cdrdehe IRS. A U.S. Holder that uses the accnuathod of tax accounting will recogni
foreign currency gain or loss on the receipt ofraarest payment in Canadian dollars if the spt& od exchange on the date of receipt differs
from the rate applicable to a previous accruahatf tnterest income. The foreign currency gairosslso recognized will equal the difference
between (i) the U.S. dollar value of the amourthef payment with respect to an interest period{ing any tax make-whole amounts and
taxes withheld on the payment) translated at tio¢ Isgte on the date of receipt and (ii) the U.Sll@walue of interest income that has accrued
during such interest period (as determined ab&@)h foreign currency gain or loss will be treadscbrdinary income or loss, but generally
will not be treated as an adjustment to interestrime received on the Debentures. If the interegnpat is converted into U.S. Dollars on the
date of receipt, a U.S. Holder should not be rexlio recognize any additional foreign currencyhexge gain or loss beyond that previously
mentioned amount. In general, foreign currency argle gain or loss will be treated as U.S.-sourae @aoss for foreign tax credit purposes.
Although it is not free from doubt, a U.S. Holdbkat uses the accrual method of tax accounting#tatives an interest payment of Common
Shares should be treated as though it receivedinteriest payment in Canadian dollars, as descabede, and then used such Canadian
dollars to purchase the Common Shares receivesiidn case, the U.S. Holder would have a basisiCdmmon Shares equal to the transl
U.S. dollar value of the deemed received Canadiiarg as discussed above. U.S. Holders are umedrtsult their own tax advisors as to the
tax consequences of receiving interest paymen@oafmon Shares.

Original Issue Discount

The Debentures will be issued with original issigedunt (“OID”) if their stated redemption priceratiturity exceeds their issue price
(determined as described above under “Certain Uiitates Federal Income Tax Considerations—Issae Bf a Debenture and the
Warrants”) by more than a statutorily determinedrdeimis amount. If the Debentures are issued @ith, U.S. Holders will generally be
required to accrue OID as ordinary income overténe of the Debentures on a constant yield basimrdless of such U.S. Holders’ regular
method of accounting for U.S. federal income tasppsees and in advance of the receipt of cash pagnattnibutable to that income. Such OID
amounts are accrued in Canadian dollars and theslated into U.S. dollars as described abovedomal method taxpayers in under “Certain
United States Federal Income Tax Considerations—Bidteentures—Original Issue Discount.” All paymemitsa Debenture issued with OID,
other than payments of stated interest, will gdhebe viewed first as a payment of previously aect OID, to the extent thereof, and then as
payments of principal. U.S. Holders will recognfeesign currency gain or loss on the receipt ofgpent of previously accrued OID in
Canadian dollars if the spot rate of exchange erdtite of receipt differs from the rate applicabla previous accrual of that interest income.
U.S. Holders are urged to consult their own taxisaé as to the consequences of acquiring Debentuith OID.

Sale, Exchange and Redemption of the Debentures

A U.S. Holder generally will recognize gain or lagson the sale, exchange, redemption or other kEaxagposition (other than a
conversion of a Debenture into Common Shares)@#lzenture in an amount equal to the differencanyf, between the amount realized upon
the sale, exchange, redemption or other taxabposion (reduced by any amounts attributable trwed but unpaid interest, which will be
treated as interest as described above under “Ragrokinterest”) and the U.S. Holder’s adjustedhasis in the Debenture.

A U.S. Holder’s initial tax basis in a DebenturdlWe the U.S. Dollar cost of the Debenture ascalted between the Debentures and the
Warrants as discussed above under “Certain UnitetéSFederal Income Tax Considerations—Issue BfiadDebenture and the Warrants.”
The U.S. Dollar cost of a Debenture purchased feithign currency will generally be the U.S. Dollerlue of the purchase price on the date o
purchase or, in the case of Debentures traded established securities market (as defined in pipdiGable Treasury Regulations) that are
purchased by a cash basis U.S. Holder (or an ddeasas U.S. Holder that so elects), on the se@tgndate for the purchase. The conversion ¢
U.S. dollars to a foreign currency and the immedigge of such currency to purchase a Debenturgerilkerally not result in any foreign
currency exchange gain or loss for a U.S. Holder.

The amount realized on the retirement of a Debentilt be the U.S. Dollar amount received by th&Holder

S-52



Table of Contents

upon such retirement. The amount realized on acsadéher taxable disposition prior to maturity #or amount in foreign currency will be the
U.S. Dollar value of this amount on the date oésal if the Debentures are traded on an establisbeurities market and are sold by a cash-
basis U.S. Holder (or an accrual-basis U.S. Hdldatr so elects) on the settlement date for the Saleh an election by an accrual-basis U.S.
Holder must be applied consistently from year taryand cannot be revoked without the consent ofRISe

Except to the extent attributable to foreign cuesegain or loss (as discussed below), any gainss that a U.S. Holder recognizes on a
disposition of a Debenture will be capital gairlass and will be long-term capital gain or losthié U.S. Holder has held the Debenture for
more than one year. Long-term capital gain of Bi&ders may be eligible for reduced rates of taxatBuch gain or loss will generally be
treated as U.S. source income or loss for U.Sidoreax credit purposes. A U.S. Holder’s abilitydeduct capital losses may be limited.

A U.S. Holder must treat any portion of the gairiass that it realizes on the sale or other taxdlgposition of a Debenture as ordinary
income or loss to the extent attributable to charigexchange rates by recognizing U.S.-sourcedoreurrency gain or loss on the sale or
other taxable disposition of a Debenture equah¢odifference, if any between (i) the U.S. Dollatue of the U.S. Holder's purchase price for
the Debenture at issuance and (ii) the U.S. Deldue of the U.S. Holder's purchase price for trebénture at disposition. Any such foreign
currency gain or loss (including any foreign cumggain or loss with respect to the receipt of aedrbut unpaid interest) will be recognized
only to the extent of total gain or loss realizextloe disposition. U.S. Holders are urged to cdrtheir own tax advisors as to the conseque
of owning Debentures denominated in Canadian dollar

Conversion of the Debentures

A U.S. Holder generally will not recognize any gainloss upon the conversion of a Debenture intm@on Shares except to the extent
of (i) any foreign currency exchange gain or la8safiy cash or Common Shares received with respeatcrued but unpaid interest, and
(iii) any cash or Common Shares received with resfpethe Make-Whole Amount.

A U.S. Holder will recognize foreign currency gainloss realized on the conversion of Debenturafisasissed above under “Certain
United States Federal Income Tax Considerations—Bidteentures—Sale, Exchange and Redemption of theribares.”

Any cash or Common Shares received with respestdoued but unpaid interest will be treated asyangat of interest under the rules
discussed above under “Certain United States Felthex@me Tax Considerations—The Debentures—Paynadritgerest.”

Although it is not free from doubt, any cash or Goom Shares received with respect to the Makesle Amount should be treated as |
of the consideration received in the conversiorcakdingly, a U.S. Holder should only recognize gainthe conversion of a Debenture into
Common Shares if cash is received with respedtadviake-Whole Amount. In such case, although thi#éemis not free from doubt, such U.S.
Holder should recognize gain, but not loss, oncthreversion in an amount equal to the lesser ah@)gain realized (which is equal to the
excess of the sum of the fair market value of tben@on Shares and cash (other than cash attributabkrrued but unpaid interest, but
including cash received with respect to the MakesWWmount) received over the U.S. Holder’s adjddiasis in the Debentures) and (ii) the
amount of cash received (other than cash attriteitabaccrued but unpaid interest, but includinghceeceived with respect to the Make-Whole
Amount). Any gain recognized on conversion gengrstiould be capital gain and should be long-terpitabgain if, at the time of the
conversion, the Debenture has been held for mare dhe year.

Alternatively, the receipt of cash or Common Shaeegived with respect to the Make-Whole Amountlddoe treated as a payment of
interest under the rules discussed above undetéi@donited States Federal Income Tax Considerstiohhe Debentures—Payments of
Interest.”

A U.S. Holder’s initial tax basis in the Common &tsareceived on conversion of a Debenture (other @ommon Shares received with
respect to accrued and unpaid interest) will bestiree as the U.S. Holder’s adjusted tax basissiibdgbentures at the time of conversion,
reduced by the amount of cash received with regpabe Make-Whole Amount and by any foreign cucseloss recognized and increased by
the amount of any gain recognized (including amgiffn currency gain). The tax basis of Common Shexeeived upon a conversion with
respect to accrued but unpaid interest should ebedhir market value of such Common Shares. Theirg period for the Common Shares
received on conversion (other than Common Shaoesved with respect to accrued and unpaid integestgrally will include the holding
period of the

S-53



Table of Contents

Debentures converted and any Common Shares reasitledespect to accrued but unpaid interest vadlidna holding period commencing on
the day following the date of delivery of such Coom&hares.

Alternative characterizations may be possible toatd affect the amount, timing, and charactenobme realized by a U.S. Holder upon
the receipt of a combination of cash and Commonesh#&rospective holders are urged to consult tveirtax advisors regarding the U.S.
federal income tax treatment of the conversion eb&ntures into Common Shares.

Certain Adjustments to the Debentures

The Conversion Rate of the Debentures will be adgus certain circumstances. See “Details of tiferhg—Conversion Privilege.”
For U.S. federal income tax purposes, an adjusthoethe Conversion Rate of the Debentures maydagdd as a constructive distribution to a
U.S. Holder of the Debentures if, and to the exteat, such adjustment has the effect of increasirfp U.S. Holder's proportionate interest in
the earnings and profits or assets of the Corgmratiepending on the circumstances of such adjmst(fer example, if such adjustment results
from a distribution of cash or other property taugholders of the Corporation). Any constructiveritbutions generally will be treated as
dividend income under the rules discussed beloveut@ertain United States Federal Income Tax Canatibns—The Common Shares and
the Warrant Shares—Distributions.” However, adjiestis to the Conversion Rate of the Debentures padgiant to a bona fide reasonable
adjustment formula that has the effect of preventire dilution of the interest of the holders af fhebentures generally will not be considered
to result in a constructive distribution to a Urlder of the Debentures. U.S. Holders should célsefeview the conversion price adjustment
provisions and consult their own tax advisors wéspect to the tax consequences of any such agjostm

The Warrants
Exercise

A U.S. Holder may exercise Warrants only in limitgctumstances and for a limited period as desdribeler “Description of
Warrants—Exercise of the WarranA"U.S. Holder generally will not recognize gainloss on the exercise of a Warrant and related peoéi
Warrant Share. A U.S. Holder’s initial tax basighe Warrant Share received on the exercise of maimagenerally should be equal to the sun
of (a) the U.S. Holder's tax basis in such Waros (b) the exercise price paid by the U.S. Holitethe exercise of the Warrant. A U.S.
Holder’s holding period for the Warrant Share regedion the exercise of a Warrant generally shoatfiroon the day after the date that the
Warrant is exercised.

In certain limited circumstances, a U.S. Holder rhaypermitted to undertake a cashless exerciseanfams into Warrant Shares. The
U.S. federal income tax treatment of a cashleseceseeof Warrants into Warrant Shares is unclaad,the tax consequences of a cashless
exercise could differ from the consequences uperefercise of a Warrant described in the precegimggraph. U.S. Holders should consult
their own tax advisors regarding the U.S. fedarabme tax consequences of a cashless exercisercdivita

Sale, Exchange or Other Taxable Disposition

A U.S. Holder generally will recognize gain or lassthe sale, exchange or other taxable disposifi@nWarrant in an amount equal to
the difference between the amount realized foittagrant and the U.S. Holder’s adjusted tax basthénWarrant. Subject to the discussion
below under “Certain United States Federal Incorae Considerations—Passive Foreign Investment CoynRaifes,” the gain or loss will be
capital gain or loss. Capital gains of noorporate U.S. Holders derived with respect totehpissets held for more than one year are elidio!
reduced rates of taxation. The deductibility ofitalposses is subject to limitations. Any capgaln or loss recognized by a U.S. Holder
generally will be treated as United States souade gr loss for United States foreign tax crediuses.

Lapse

Upon the lapse or expiration of a Warrant, a U.8ldEr will recognize a loss in an amount equatd@djusted tax basis in the Warrant.
Subject to the discussion below under “Certain &thistates Federal Income Tax Considerations—PaBeieggn Investment Company
Rules,” any such loss should be a capital lossubiahs for capital losses are subject to comphairations under the Code. Any capital loss
recognized by a U.S. Holder will generally be teebas United States source loss for United Stateggh tax credit purposes.
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Certain Adjustments to the Warrants

The number of Warrant Shares issuable upon exestige Warrants and/or the exercise price per @Whdarhare may be adjusted in
certain circumstances. See “Description of WarrasEgercise of the Warrant.” For U.S. federal incaie purposes, an adjustment to the
number of Warrant Shares that will be issued oreftezcise of the Warrants, or an adjustment t@Kezcise price of the Warrants, may be
treated as a constructive distribution to a U.9dEloof the Warrants if, and to the extent thathsadjustment has the effect of increasing sucl
U.S. Holder’s proportionate interest in the earsiagd profits or assets of the Corporation, dependn the circumstances of such adjustment
(for example, if such adjustment results from drittigtion of cash or other property to shareholddrthe Corporation). Any constructive
distributions generally will be treated as dividendome under the rules discussed above underdi@dunited States Federal Income Tax
Considerations—The Common Shares and the WarrameSh-Distributions.” However, adjustments to thereise price of the Warrants
made pursuant to a bona fide reasonable adjusfiorentla that has the effect of preventing the dilnitof the interest of the holders of
Warrants generally will not be considered to resuli constructive distribution to a U.S. HoldeMgarrants. U.S. Holders should carefully
review the exercise price adjustment provisions@ntsult their own tax advisors with respect totdheconsequences of any such adjustment

The Common Shares and the Warrant Shares
Distributions

Subject to the discussion below under “Certain &thistates Federal Income Tax Considerations—PaBeieggn Investment Company
Rules,” the gross amount of any distribution reediby a U.S. Holder with respect to the Common &har the Warrant Shares (including any
amounts withheld to pay Canadian withholding taxe)be included in the gross income of the U.Sld¢r as a dividend to the extent
attributable to the Corporation’s current and acelated earnings and profits, as determined und8r tdderal income tax principles. The
Corporation does not intend to calculate its eg®iand profits under U.S. federal income tax ridesordingly, U.S. Holders should expect
that a distribution generally will be treated adivadend for U.S. federal income tax purposes. Ried that the Corporation is not treated as a
passive foreign investment company in the curremprior taxable year, described below, the Corpondbelieves that it is considered to be a
“qualified foreign corporation,” and therefore distitions treated as dividends and received by cmporate U.S. Holders may be eligible fi
preferential tax rate. Distributions on the Comn$frares and the Warrant Shares generally will na&ligéle for the dividends received
deduction available to U.S. Holders that are cafons.

The amount of any dividend paid in Canadian dol{farsluding amounts withheld to pay Canadian withdim taxes) will equal the U.S.
dollar value of the Canadian dollars calculateddigrence to the exchange rate in effect on the tthat dividend is received by the U.S. Hol
regardless of whether the Canadian dollars areasteninto U.S. dollars. A U.S. Holder will havéax basis in the Canadian dollars equal to
their U.S. dollar value on the date of receipthd# Canadian dollars received are converted in® dollars on the date of receipt, the U.S.
Holder should generally not be required to recogifdreign currency gain or loss in respect of tistribution. If the Canadian dollars received
are not converted into U.S. dollars on the datecotipt, a U.S. Holder may recognize foreign curyegain or loss on a subsequent conversior
or other disposition of the Canadian dollars. Sgaim or loss will be treated as U.S. source ordiirazome or loss.

A U.S. Holder may be entitled to deduct or credin@dian withholding tax imposed on dividends paid U.S. Holder, subject to
applicable limitations in the Code. For purposesaitulating a U.S. Holder's foreign tax credityidends received by such U.S. Holder with
respect to the equity of a foreign corporation gelhe constitute foreign source income. Dividendstributed by the Corporation will generally
constitute “passive category” income for U.S. fgrefax credit purposes. The rules governing theidortax credit are complex. U.S. Holders
are urged to consult their own tax advisors regaythe availability of the foreign tax credit undieeir particular circumstances.

Sale, Exchange or Other Taxable Disposition

A U.S. Holder will recognize gain or loss on théesaxchange or other taxable disposition of them@o@n Shares or the Warrant Shares
in an amount equal to the difference between theuatrrealized for the Common Shares or the Wasaares and the U.S. Holder’s adjusted
tax basis in such Common Shares or the WarraneSh8ubject to the discussion below under “Ceftiited States Federal Income Tax
Considerations—Passive Foreign Investment CompaigsiR the gain or loss will be capital gain ordo€apital gains of hon-corporate U.S.
Holders derived with respect to capital assets fegldhore than one year are eligible for reducedsraf taxation. The deductibility of capital
losses is subject to limitations. Any capital gairfoss recognized by a U.S. Holder generally badlltreated as U.S. source gain or
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loss for U.S. foreign tax credit purposes.

Passive Foreign Investment Company Rules

A foreign corporation will be considered a pasdieign investment company (“PFICIr any taxable year in which (1) 75% or mort
its gross income is “passive income” or (2) 50%nare of the average quarterly value of its assetdyze (or are held for the production of)
“passive income.” In general, “passive income” uttes dividends, interest, certain rents and ra@atind the excess of gains over losses fron
certain commodities transactions, including tratisas involving gold and other precious metals. dgins from commaodities transactions are
generally treated as passive income, potentiatigéring PFIC status, unless such gains are abtigiess gains from the sale of commodities
and “substantially all” (85 percent) of the corptya’s commodities are stock in trade or inventalgpreciable property used in a trade or
business, or supplies regularly used or consumadriade or business (the “active commodities lassirexclusion”). If a corporation is treated
as a PFIC with respect to a U.S. Holder for anwpltée year, the corporation will continue to be tiedeas a PFIC with respect to that U.S.
Holder in all succeeding taxable years, regardiésghether the corporation continues to meet thE€REquirements in such years, unless
certain elections are made.

Based on the nature of the Corporation’s incomsgtasand activities, the Corporation believesithaesently qualifies, and expects to
continue to qualify in the future, for the activentmodities business exclusion and that the Corjporatill not be classified as a PFIC for the
current and subsequent taxable years. Howeverubedhe PFIC determination is made annually atlibee of the taxable year in question on
the basis of facts and circumstances that may yenlkthe Corporation’s control and because thecries and methodology for applying the
PFIC tests are not entirely clear, including thpliaption of the active commodities business exolusthere can be no assurance that the
Corporation will not be a PFIC in the current obseiquent taxable years.

As described below, adverse tax consequences applg to a U.S. Holder if the Corporation were sifisd as a PFIC. A U.S. Holder
would be required to report any gain on the digpmsiof any Debentures, Warrants, Common Shar&garrant Shares as ordinary income,
rather than as capital gain, and to compute théahiity on the gain and any “Excess Distributidas defined below) received in respect of
the Debentures, the Common Shares or the WarrameShs if such items had been earned ratablyeaetr day in the U.S. Holder's holding
period (or a portion thereof) for the Debenture, ¥arrants, the Common Shares or the Warrant ShEtesamounts allocated to the taxable
year of disposition and to years before we becafEI& would be taxed as ordinary income. The amaliotated to each other taxable y
would be subject to tax at the highest rate inctffier that taxable year for individuals or corpwas, as appropriate, and an interest charge
would be imposed on the tax attributable to thecalted amount.

For purposes of these rules, gifts, exchanges potsa corporate reorganizations and use of theeBlelbes, the Warrants, the Common
Shares or the Warrant Shares as security for ant@gnbe treated as a taxable disposition of theeDeipes, the Common Shares or the Wal
Shares. An “Excess Distribution” is the amount byich distributions received by a U.S. Holder durintaxable year in respect of its
Debentures, Common Shares or Warrant Shares e%2&é6l of the average amount of distributions in eesphereof received during the three
preceding taxable years (or, if shorter, the U.8delr’'s holding period for the Debentures, the Camr8hares or the Warrant Shares).

If the Corporation were to be classified as a PRIO,S. Holder could avoid the rules described aldlmvmaking a mark-to-market
election, provided the Debentures, the Common Shamd the Warrant Shares are treated as reguladgd on a qualified exchange or other
market within the meaning of the applicable U.SaRury regulations. Such election would not belabts with respect to the Warrants. U.S.
Holders should consult their own tax advisers reigarthe potential availability and consequencea ofark-to-market election. The
Corporation does not intend to provide informatiorenable U.S. Holders to make a “qualified elecfumd” election, which otherwise could
allow a U.S. Holder to avoid the PFIC rules desliabove.

If the Corporation were a PFIC, a U.S. Holder wamdrequired to attach a completed IRS Form 862tk tax return every year in whi
it recognized gain on a disposition of the Debesguthe Warrants, the Common Shares or the WaBtaares or received an Excess
Distribution.

U.S. Holders are urged to consult their own taxisaté regarding the tax consequences which woige #rthe Corporation were treated
as a PFIC for any taxable year.
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Required Disclosure with Respect to Foreign Finanal Assets

Certain U.S. Holders are required to report infdiorarelating to an interest in the Debentures Wherants, the Common Shares and th
Warrant Shares, subject to certain exceptionsy@ich an exception for Debentures, Warrants andr@omShares held in accounts mainta
by certain financial institutions), by attaching@mpleted IRS Form 8938, Statement of SpecifiegigarFinancial Assets, with their tax reti
for each year in which they hold an interest inBfebentures, the Warrants, the Common Shares Méreant Shares. U.S. Holders are urged
to consult their own tax advisors regarding infotiorareporting requirements relating to their owaiép of the Debentures, the Warrants, the
Common Shares and the Warrant Shares.

PLAN OF DISTRIBUTION

Pursuant to an amended and restated agency agie@gheehAgency Agreement’) dated January 30, 2014 between the Agents and th
Corporation, the Corporation has agreed to sellthaddgents have agreed to offer up to $32,000:@@0egate principal amount of the
Debentures and associated Warrants for sale, assagfethe Corporation, on a best efforts basigdfand when issued by the Corporation
subject to the terms and conditions containedénfency Agreement, in Ontario and Alberta orfjhe offering price of the Debentures and
associated Warrants was established by negotia&tween the Corporation and the Agents. The init@ding is expected to occur on or about
January 31, 2014 or such other date as the Corporatd the Agents may agree.

In consideration for their services in connectidthwhe Offering, the Corporation has agreed to th&yAgents a fee of $40 per $1,000
principal amount of Debentures sold, being an agageefee of $1,280,000 (based on the $32,000,06(@gate principal amount of the
Debentures that are expected to be sold). Whildgents have agreed to use their best effortsltéheeDebentures and associated Warrants
offered hereby, they are not obligated to purclaaseDebentures and associated Warrants which aoltb Assuming that all of the
Debentures and associated Warrants contemplatbae @ffering are sold, the net proceeds of the i®ife after deducting the Agents’
aggregate fee of $1,280,000 and the expenses @fftaeng estimated at $1,660,000, are estimatdzbtapproximately $29,060,000.

The Agents are entitled under the Agency Agreerimtdemnification by the Corporation against ciertebilities including liabilities
under securities legislation, or to contributionthwmiespect to payments that they may be requiredaice in respect thereof.

The Corporation has applied to list the Debentorethe TSX and the additional Common Shares issuatdonnection with the
Debentures and the Warrant Shares on the TSX ar8ENMKT. Listing is subject to the Corporation filifig all of the requirements of the
TSX and the NYSE MKT.

The Corporation does not currently intend to list he Warrants on any exchange or marketplace. This nyaaffect the value of the
Warrants, the transparency and availability of anytrading prices and the liquidity of the Warrants. See “Risk Factors — Risks Related
to the Offering - The Debentures and Warrants may ot have an active market and their price may be vatile. Purchasers may be
unable to resell Debentures or Warrants at a desittae price or at all”.

Under the Agency Agreement, the Corporation hasejthat it will not, without the prior written ceent of the Agents, such consent
to be unreasonably withheld or delayed, offer, elhtract to sell, pledge, or otherwise disposg@obénter into any transaction which is
designed to, or might reasonably be expected sojtran the disposition (whether by actual dispositr effective economic disposition to
cause settlement or otherwise) by the Corporatianyg affiliate of the Corporation or any persorpiivity with the Corporation or any affilia
of the Corporation), directly or indirectly, inclungdy the filing (or participation in filing) of a ggstration statement with the SEC, or establish ol
increase a put or equivalent position or liquidaitelecrease a call equivalent position within theaming of Section 16(b) of the Exchange Act,
in respect of any Common Shares or securitieseoCthrporation convertible into, or exchangeable @mmon Shares for the period up to
including (A) 90 days after the Second Tranche @ftgor (B) in the event the issuance of the Sectraghche Offering does not occur, 90 d
after the closing of the Offering, in each caskeothan (i) issuances pursuant to the exercisptadns and other similar issuances pursuant t
existing security compensation plans, (ii) the grstock options or similar securities in accardanormal practice, (iii) issuances pursual
the exercise of warrants outstanding (iv) issuapcesuant to the Offering, the Series 2 Securitied, the Common Shares issuable upon
conversion, redemption, exercise, interest or Matesle Amounts of the Debentures, Warrants and S&rigecurities, (v) issuances pursuant
to any convertible securities of the Corporatiotstanding as of the date of the Agency Agreement
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or (vi) issuances pursuant to the acquisition afeb or assets of any arm’s length person.

Pursuant to the Agency Agreement, until the eadfdr) the time when $32,000,000 of Debenturesisseed and sold by the Corporat
and (ii) March 31, 2014, the Corporation and the®tg may agree at any time and from time to timsetbup to such principal amount of
Debentures that, together with the aggregate pah@mount of Debentures sold under the Offerilogsdchot exceed $32,000,000.

EXPERTS

Information relating to the Corporation’s minerabperties in this prospectus supplement, the bessppctus and the documents
incorporated by reference herein has been bassthtmments, reports, valuations or opinions ofal€gch Inc., whose business gives auth
to the statements, reports, valuations or opinionsach case with respect to the Corporation.

LEGAL MATTERS

Certain legal matters in connection with the Offgrivill be passed upon on behalf of the Corporalipistikeman Elliott LLP, with
respect to matters of Canadian law, and Skaddeps, Blate, Meagher & Flom LLP, with respect to eratbf United States law, and on behall
of the Agents by Davies Ward Phillips & VinebergR,Lwith respect to matters of Canadian law.

As at the date hereof, the partners and assoaff&tskeman Elliott LLP and Davies Ward Phillips\&neberg LLP, respectively as a
group beneficially own, directly or indirectly, ethan one percent of the outstanding securitiéseoCorporation.

AUDITORS, TRANSFER AGENT AND REGISTRAR

The Corporation’s auditors are KPMG LLP, Chartefedountants, Bay Adelaide Centre, Suite 4600, 383 Btreet, Toronto, Ontario,
M5H 2S5. KPMG LLP are the auditors of the Corpanatand have confirmed that they are independemimihe meaning of the relevant ru
and related interpretations prescribed by the egleprofessional bodies in Canada and any appéidagislation or regulation and under all
relevant U.S. professional and regulatory standandkiding PCAOB Rule 3520.

Computershare Investor Services Inc. is the remgistnd transfer agent of the Common Shares in Gai@amputershare Trust Company
of Canada is the registrar, transfer agent and dianarustee under the Indenture, and Computersfrag Company, N.A., is the co-transfer
agent for the Common Shares in the United StatéshenU.S. trustee under the Indenture.

DOCUMENTS FILED AS PART OF THE REGISTRATION STATEME NT

The following documents have been or will be fileith the SEC as part of the registration statensémthich this prospectus forms a part:
. the documents listed und‘Documents Incorporated by Refere”;
. the consent of KPMG LLF
. the consent of Tetra Tech In
. the powers of attorney from the directors and ae#icers of the Corporatior
. the consent of Stikeman Elliott LL!
. the consent of Davies Ward Phillips & Vineberg LI
. a statement of eligibility of Computershare Trush@any, N.A. as U.S. Trustee, on For+-1;
. the Agency Agreemen
. the Indenture
. a form of Debenture; ar

. a form of Warrant
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North American Palladium Ltd.
US$300,000,000
Common Shares
Debt Securities
Warrants

Subscription Receipts

North American Palladium Ltd“ NAP " or the “ Company ") may offer and issue from time to time commonrslsathe “Common Share:
"), debt securities (the Debt Securities”), warrants to purchase Common Shares and wartanpsirchase Debt Securities (together, the
Warrants "), and subscription receipts (“Subscription Ret&ip(all of the foregoing, collectively, the Securities”) or any combinatic
thereof up to an aggregate initial offering pri¢édJ®$300,000,000 during the 25-morgériod that this prospectus, including any amends
thereto, remains effective.

Investing in the Securities involves risk. Pleaseacefully consider the “ Risk Factors” section beginning on page 8 of this prospectus.

This prospectus is filed by a foreign issuer thatsi permitted, pursuant to a multijurisdictional disclosure system adopted by the Unéd
States and Canada (“MJDS”),to prepare this prospectus in accordance with Canddn disclosure requirements. Prospective investo
should be aware that such requirements are differenfrom those of the United States. The financial stements incorporated herein b
reference have been prepared in accordance with latnational Financial Reporting Standards, as issuecby the International
Accounting Standards Board (“IFRS"), and thus may rot be comparable to financial statements of Unite@tates companies.

Prospective investors should be aware that the acaition of the Securities described herein may haveax consequences both in tt
United States and Canada. Such consequences for @stors who are resident in, or citizens of, the Utéd States or Canada may not t
described fully herein. Prospective investors shodlread the tax discussion contained in the applica® prospectus supplement wit
respect to a particular offering of Securities.

The enforcement by investors of civil liabilities mder the United States federal securities laws maye affected adversely by the fact thi
the Company is incorporated under the federal law®f Canada, that most of its officers and directorsare residents of Canada, that son
or all of the experts named in this prospectus aressidents of a foreign country, and that all or a gbstantial portion of the assets of th
Company and said persons are located outside the lted States.

No underwriter has been involved in the preparationof, or has performed a review of, the contents dhis prospectus.

NEITHER THE UNITED STATES SECURITIES AND EXCHANGE C OMMISSION (“SEC”) NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED THE SECURITIES OFFERED HEREBY, OR PASSED ON THE
ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.
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The specific terms of the Securities with respec particular offering will be set out in the appble prospectus supplement and may inc
where applicable: (i) in the case of Debt Secugjttbe specific designation, aggregate principabiam the currency or the currency unit
which the Debt Securities may be purchased, thenibatinterest provisions, authorized denominagiooffering price (in the event the offer
is a fixed price distribution), the manner of detaring the offering price(s) (in the event the ofifig is made at prices which may be change
at market prices prevailing at the time of saleprades related to such prevailing market priceatonegotiated prices), covenants, even
default, any terms for redemption or retraction; archange or conversion terms, whether the ded@rigr or subordinated and any other t
specific to the Debt Securities being offered;ifithe case of Common Shares, the designatioheoparticular class and, if applicable, se
the number of shares offered, the offering pricetifie event the offering is a fixed price distriba), the manner of determining the offel
price(s) (in the event the offering is made atggigvhich may be changed or at market prices piegadt the time of sale, at prices relate
such prevailing market prices or at negotiatedgs)icdividend rate, if any, and any other termgifigeto the Common Shares being offe
(iii) in the case of Warrants, the offering prida the event the offering is a fixed price disttibn), the manner of determining the offer
price(s) (in the event the offering is made atgsigvhich may be changed or at market prices piegadlt the time of sale, at prices relate
such prevailing market prices or at negotiatedgsjicthe designation, number and terms of the CamBhares or Debt Securities issuable 1|
exercise of the Warrants, any procedures thatresililt in the adjustment of these numbers, theceseprice, dates and periods of exercise
currency in which the Warrants are issued and déimgrspecific terms; and (iv) in the case of Sulpsion Receipts, the number of Subscrip
Receipts being offered, the offering price (in @went the offering is a fixed price distributiotf)e manner of determining the offering pric
(in the event the offering is made at prices whitdty be changed or at market prices prevailing attithe of sale, at prices related to <
prevailing market prices or at negotiated pricéls® procedures for the exchange of the Subscriffeoeipts for Common Shares, C
Securities or Warrants, as the case may be, andtaey specific terms. Where required by statiggulation or policy, and where Securi
are offered in currencies other than Canadian apllappropriate disclosure of foreign exchangesrateplicable to the Securities will
included in the prospectus supplement describiadsicurities.

All shelf information permitted under applicablewis to be omitted from this prospectus will be cord in one or more prospec
supplements that will be delivered to purchasegetteer with this prospectus to the extent requingdapplicable securities laws. Ei
prospectus supplement will be incorporated by egfee into this prospectus for the purposes of g@milegislation as of the date of
prospectus supplement and only for the purpos#seddistribution of the Securities to which thegpectus supplement pertains.

This prospectus constitutes a public offering &f 8ecurities only in those jurisdictions where thegy be lawfully offered for sale and thel
only by persons permitted to sell the Securitigse Tompany may offer and sell Securities to, asubh, underwriters or dealers and also
offer and sell certain Securities directly to otlpeirchasers or through agents pursuant to exenspfiom registration or qualification unc
applicable securities laws. A prospectus supplenelating to each issue of Securities offered thereill set forth the names of a
underwriters, dealers or agents involved in theraify and sale of the Securities and will set foln terms of the offering of the Securities,
method of distribution of the Securities including,the extent applicable, the proceeds to the Goyp@and any fees, discounts or any ¢
compensation payable to underwriters, dealers entagand any other material terms of the plan gfibdution.

The Company’s outstanding Common Shares are listetdading on the NYSE MKT, LLC (NYSE MKT ") and the Toronto Stock Exchar
(* TSX ") under the trading symbols “PAL” and “PDLtespectively. On February 11, 2013, the last tigqdiny prior to the filing of th
prospectus, the closing price of the Common Shamegte NYSE MKT was US$1.79 per Common Share, hactlosing price of the Comm
Shares on the TSX was Cdn.$1.80 per Common Shates$Jotherwise specified in the applicable progesupplement, Securities other t
the Common Shares are not expected to be listethprsecurities exchang®ther than the listing of the Common Shares on th&SX and
NYSE MKT, there is no market through which the Secuities may be sold and purchasers may not be able tresell Securities purchase
under this prospectus and the applicable prospectusupplement. This may affect the pricing of the Serities in the secondary market
the transparency and availability of trading prices the liquidity of the Securities and the extent ofegulation of the Company. SeeRisk
Factors”. The offering of Securities hereunder is subjecthi® passing upon of certain legal matters on bedfalfie Company by Stikem
Elliott LLP, with respect to Canadian legal matteand by Skadden, Arps, Slate, Meagher & Flom LWwRh respect to United States le
matters.

The Companys head and registered office is located at Suis®2Boyal Bank Plaza, South Tower, 200 Bay StrBatonto, Ontario, Cana
M5J 2J2, telephone (416) 360-7590 and facsimil&)860-7709.
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Unless otherwise indicated or the context suggestsrwise, all references in this prospectus and @ospectus supplement to
“Company”, “we”, “us” or “our” refer to North Amedan Palladium Ltd. and its subsidiaries.

You should rely only on the information containaci incorporated by reference into this prospeangany prospectus supplement.
Company has not authorized anyone to provide yah wifferent or inconsistent information. If anyompeovides you with different
inconsistent information, you should not rely arVite are not making an offer to sell the Securitieany jurisdiction where the offer or sal
not permitted. You should assume that the inforomationtained in this prospectus, any prospectugleo@nt and the documents incorpor
herein and therein is accurate only as of the etsedates of the documents in which such inforomatippears. Our business, finan
condition, results of operations and prospects haase changed since those dates.

This prospectus is part of a registration statenmentorm F-10relating to the Securities that we filed with theSU Securities ar
Exchange Commission (theSEC ). We may, from time to time, sell any combinationtteé Securities described in this prospectus ina
more offerings up to an aggregate amount of USSBWO000. This prospectus provides you with a gemscription of the Securities that
may offer. Each time we sell Securities under thizsspectus, we will provide a prospectus supplerttaatt will contain specific informatic
about the terms of that offering. The prospectymB&ment may also add, update or change informatiotained in this prospectus. Before
invest, you should read both this prospectus arydamplicable prospectus supplement, together vdtit@nal information incorporated
reference and described under the heading “Docugrieobrporated By ReferenceThis prospectus does not contain all of the informtion
set forth in the registration statement, certain pats of which are omitted in accordance with the rués and regulations of the SEC. Yc
should refer to the registration statement and theexhibits to the registration statement for further information with respect to us anc
the Securities.

CAUTIONARY NOTE TO UNITED STATES INVESTORS

This prospectus has been prepared in accordanheheitrequirements of Canadian securities lawschvdiffer from the requirements
United States securities laws. Unless otherwisécéed, all reserve and resource estimates incluedis prospectus, in any prospet
supplement or in any documents incorporated byreaf® herein or therein have been, and will bepama in accordance with Canac
National Instrumen43-101 — Standards of Disclosure for Mineral Prigi€tNI 43-101") and the Canadian Institute of Mining, Metallurgyd
Petroleum classification system. NI 43-18% rule developed by the Canadian Securities Adtnators that establishes standards for all p
disclosure an issuer makes of scientific and teamnformation concerning mineral projects.

Canadian standards, including NI 43-1differ significantly from the requirements of th&S, and reserve and resource informe
contained in or incorporated by reference into fingspectus and any prospectus supplement mayenobimparable to similar informati
disclosed by U.S. companies. In particular, ancheuit limiting the generality of the foregoing, thedocuments use the termméasure
resources”, “indicated resources” and “inferredteses”.Investors are advised that, while such terms aregreized and required by Canac
securities laws, the SEC does not recognize thdra.réquirements of NI 43-101 for the identificatiofn“reserves’are also not the same
those of the SEC, and reserves reported by the Gaynim compliance with NI 43-101 may not qualify “asserves”’under SEC standar
Under U.S. standards, mineralization may not besdli@d as a “reservainless the determination has been made that therafiiwation coul
be economically and legally produced or extractetth@ time the reserve determination is made. liovesare cautioned not to assume thai
part of a “measured resource” or “indicated reseUeill ever be converted into a “reserve”. Investeahould also understand thatférrec
resourceshave a great amount of uncertainty as to theitenxé® and as to their economic and legal feagibltittannot be assumed that al
any part of “inferred resourcesXist, are economically or legally mineable or \eNer be upgraded to a higher category. Under Gamadles
estimated “inferred resources” may not form theida$ feasibility or pre-feasibilitystudies except in rare cases. In addition, disckosu
“contained ouncesih a mineral resource is permitted disclosure u@iradian regulations. However, the SEC normally parmits issuers
report mineralization that does not constitute érees”by SEC standards as in place tonnage and gradewviteference to unit measu
Accordingly, information concerning mineral depssiet forth in this prospectus, in any prospectysplement or in any docume
incorporated by reference herein or therein maybeotomparable with information made public by canips that report in accordance \
U.S. standards.

See “Glossary of Mining Termsih this prospectus for a description of certaintleé mining terms used in this prospectus, in
prospectus supplement and in the documents incatgabby reference herein and therein.
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DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by referencéiis prospectus from documents filed with the Oot&ecurities Commission @SC
"). Copies of the documents incorporated herein byreafee may be obtained on request without chargae free Corporate Secretary of
Company at Suite 2350, Royal Bank Plaza, South To@) Bay Street, Toronto, Ontario M5J 2J2, teteyegh416-360-759@nd facsimil
416-360-7709, or by accessing the disclosure dontsyevailable through the internet on the Cana8iecurities AdministratorsSystem fo
Electronic Document Analysis and Retrieval (SEDAR)vww.sedar.com.

The following documents are specifically incorpexhby reference and form an integral part of thispectus:

. the management information circular dated March2282 in connection with the May 11, 2012 annua¢timg of the shareholde
of NAP;

. the annual information form of NAP dated March 2012 (the “AlF ") for the financial year ended December 31, 2011;

. the audited consolidated financial statements ofPN#&nd the notes thereto for the financial year énBecember 31, 20.
comprised of the consolidated balance sheets aBeaember 31, 2011, December 31, 2010 and Janua?@lQ, and tr
consolidated statements of operations and compséleetoss, shareholdersuity and cash flows for the years ended Dece®ib,
2011 and December 31, 2010 (tharfnual Financial Statements”), together with the independent auditorsport thereon, as fil¢
on March 7, 2012

. the amended management’s discussion and analigisigeto the Annual Financial Statements, as fdedviarch 7, 2012;

. the unaudited condensed interim consolidated fimhrgtatements of NAP and the notes thereto for rime months endi
September 30, 2012 and September 30, 2012 Interim Financial Statements”);

. management’s discussion and analysis relatingetdnferim Financial Statements;
. the material change report dated January 23, 28d#&rding NAP’s decision to cease mining operatairthe Sleeping Giant mine;
. the material change report dated May 7, 2012 regguttie completion of NAP’s $35 million flow-throbdinancing;

. the material change report dated July 12, 2012rdéys NAP’s $43,000,000 convertible unsecured subordinatbdrdares boug
deal offering;

. the section entitled “Clarification of Certain Imfoation in the AIF”at pages 17 through 19 of the final short form peatus ¢
NAP dated July 24, 2012; al

. the material change report dated December 19, B8jarding the resignation of the Companyice President Finance and C
Financial Officer, Jeff Swinog:

Any material change reports (excluding confidentisterial change reports, if any), annual inforematforms, interim consolidat
financial statements of the Company (including thlated managemest'discussion and analysis), annual audited corsetlidfinancic
statements of the Company (including the auditmpbrt thereon and the related managemsetiscussion and analysis), business acqui
reports, information circulars, and any other disake documents required to be incorporated byeaeée herein under National Instrun
44-101Short Form Prospectus Distributionisat are filed by the Company with the securitiemmissions or similar authorities in each of
provinces of Canada after the date of this prosigeahd prior to the termination of the offeringSecurities hereunder shall be deemed -
incorporated by reference into this prospectusaddition, any document filed by the Company withfurnished by the Company to, the £
pursuant to th&).S. Securities Exchange Act of 1923% amended (the “U.S. Exchange ActQbsequent to the date of this prospectus anc
to the termination of the offering of Securitiesdwender shall be deemed to be incorporated byenederinto the registration statement of w
this prospectus forms a part (in the case of amoR@®n Form 6-K, if and to the extent expressigvided in such report).

Any statement contained in this prospectus or in @ocument (or part thereof) incorporated by referene herein, or deemed to
incorporated by reference herein, shall be deemea tbe modified or superseded, for
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purposes of this prospectus, to the extent that datement contained in this prospectus or in any sugequently filed document (or par
thereof) that also is, or is deemed to be, incorpated by reference in this prospectus modifies or persedes such statement. Al
statement so modified or superseded shall not be eimed, except as so modified or superseded, to cange part of this prospectus. The
modifying or superseding statement need not statdat it has modified or superseded a prior statemendr include any other information
set forth in the document which it modifies or supesedes. The making of a modifying or superseding aement shall not be deemed ¢
admission for any purpose that the modified or supseded statement, when made, constituted a misrementation, an untrue statemer
of a material fact or an omission to state a mateai fact that is required to be stated or that is neessary to make a statement n
misleading in light of the circumstances in whichtiwas made.

Upon a new annual information form and correspogidinnual financial statements and related managésndiscussion and analy
being filed by us with securities commissions onikr authorities in each of the provinces of Canddring the currency of this prospectus
previous annual information form and correspondingual financial statements and related managesmdisttussion and analysis all inte
financial statements and managememtiscussion and analysis, and all material chaagerts filed prior to the commencement of the
current financial year will be deemed no longeb®incorporated into this prospectus for purpodefutore offers and sales of Securi
hereunder.

Upon each new filing of interim financial statem&and related managementliscussion and analysis filed with securities wassion:
or similar authorities in each of the provincesGanada during the currency of this prospectusptiegious interim financial statements
managemens discussion and analysis filed prior to the comeeerent of the then current interim period will beeched no longer to
incorporated into this prospectus for purposesitfre offers and sales of Securities hereunder.

A prospectus supplement or prospectus supplementaining the specific terms for an issue of Sd¢imgiwill be delivered to purchas
of the Securities together with this prospectush®s extent required by applicable securities laavs] will be deemed to be incorporatec
reference into this prospectus as of the date df puospectus supplement but only for the purpo#ise Securities issued thereunder.

CURRENCY AND FINANCIAL STATEMENT PRESENTATION

Unless otherwise specified or the context otherwesguires, all references to dollar amounts in fhigspectus, in any prospec
supplement or in any documents incorporated byeaf® herein or therein are references to Canaltilers. References to “$” or “Cdn.$ie
to Canadian dollars and references to “US$” afd.®& dollars.

Unless otherwise indicated, all financial inforneatiincluded or incorporated by reference in thisspectus and the docume
incorporated by reference herein and therein has peepared in accordance with IFRS.

The following table sets forth, for the Canadiatlatp expressed in United States dollars: (i) tightand low exchange rates during €
period; (ii) the average of the exchange rateshenldst day of each month during each period; @dhge exchange rate at the end of ¢
period. These rates are based on the noon buyteguélished by the Bank of Canada.

Nine
months
ended
Year Ended September
December 31 30
2010 2011 2012
Highest rate during period 1.005¢ 1.058: 1.029¢
Lowest rate during peria 0.927¢ 0.943( 0.959¢
Average rate during peric 0.970¢ 1.011¢( 1.000¢
Rate at the end of peric 1.005¢ 0.983: 0.994¢

On February 11, 2013 the noon buying rate for oara@ian dollar expressed in United States dolergjuoted by the Bank of Cane
was $1.00=US$0.9935 (or US$1.00=$1,0065). The Ganatbllar/U.S. dollar exchange rate has variedi@antly over the last several ye
and investors are cautioned that the exchange pegsented here are historical and are not ingieati future exchange rates.
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CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENT S

This prospectus and the documents incorporatedefsrance herein contain “forward looking statemkeitsd/or ‘forward looking
information”, which include future oriented finaatiinformation, within the meaning of the “safe Imar” provisions of the United Sta
Private Securities Litigation Reform Act of 1995aDanadian securities laws. All statements othem 8tatements of historical fact are forw
looking statements. The words “expect”, “believé&dnticipate”, “contemplate”, “target”, “plan”, “mdy “will", “intend”, “estimate”, anc
similar expressions identify forward looking statmts, although these words may not be present iioratard looking statements. Forwi
looking statements included in this prospectusuide] without limitation, statements in respectmbéfering of Securities, information as to
Company’s strategy, plans or future financial oemgping performance, such as the Compam¥pansion plans, project timelines, produc
plans, projected production cash flows or expeméeguoperating cost estimates, mining or millinghods, projected exploration results
other statements that express management’s exipestatr estimates of future performance.

The Company cautions the reader that such forwaking statements involve known and unknown rislet thay cause actual result
be materially different from those expressed orliatpbby the forward looking statements. Such rigskdude, but are not limited to: t
possibility that commaodity prices and foreign exafpa rates may fluctuate; the possibility that gaheconomic conditions may deteriorate;
inability to meet production level and operatingtcestimates; inaccuracy of mineral resource asdrve estimates; the demand for, and
of, exploration, development and construction s&wj the risks related to future exploration praggaincluding the risk that future explorat
will not replace mineral resources and mineral mese that become depleted; inherent risks assdcigith mining and processing includ
environmental hazards; the failure to achieve ointam projected production levels; the increasedentainty as to the Compasyability tc
achieve or maintain projected production levelthatLac des lles mine due to the fact that the Gomis production decisions are not base
feasibility studies of mineral reserves demonsigatéconomic and technical viability; the pursuitafy particular transaction or strate
alternative in connection with the strategic revigwcess being undertaken in respect of the saleec€ompany’s Quebdmased gold divisiol
the potential uncertainty related to title to thenfpbanys mineral properties; the risk that the Company meatybe able to obtain exter
financing necessary to continue its expansion andyctions plans; the Compasytependence on a third party for smelting anchiregi the
concentrate that is produced at the Lac des llds employment disruptions, including in connectiaith collective agreements between
Company and unions; environmental and other regilaequirements; the costs of complying with eorimental legislation and governm
regulations; the risk that permits and regulatqrgravals necessary to conduct operations will moatailable on a timely basis, on reasor
terms or at all; loss of key personnel; competifimm other producers of platinum group metal®GMs ") and gold and from potential n
producers; risks involved in current or futuredittion (including class actions) or regulatory gedings; the development of new techno
or new alloys that could reduce the demand forapalim; the ability of the Company to comply wittetterms of its credit facility, sen
secured notes or future credit facilities; risktated to the Compang’ hedging strategies; lack of infrastructure nesmgsso develop tt
Companys projects; and the ability of the Company to mamadequate internal control over financial reppgriand disclosure controls &
procedures.

Forward looking statements, including future orgghfinancial information, are necessarily base@ onumber of factors and assumpti
that, while considered reasonable by managemeatinferently subject to significant business, ecasicoand competitive uncertainties
contingencies. The factors and assumptions comtaméehis prospectus, which may prove to be inadyriclude, but are not limited to
following:

. that the Lac des lles mine, the Sleeping Giant agthplex and the Vezza gold mine will be and remédble operationally ar
economically;

. expectations for mill feed head grade, recovergsand mill performance will be as expected at tiedes lles mine;
. the plans for mine production, mine developmenti, pnoduction and exploration will proceed as expécand on budget;
. market fundamentals will result in reasonable dedreard prices for palladium, gold and by-productatsein the future;

. the Company will not be subject to any environmkimizidents, significant regulatory changes or matdabour disruptions;
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. the advice the Company has received from its engalsyconsultants and advisors relating to mattesis as mineral resource ¢
mineral reserve estimates, engineering, mine ptayymetallurgy, permitting and environmental mattsrreliable and correct al
in particular, that the models used to calculateardl resources and mineral reserves are appre@rat accurate and remain

. the Company and its contractors will be able teaattand retain sufficient qualified employees; and

. financing for the Company’s expansion and produrcfians will be available on reasonable terms.
The forward looking statements are not guarantéégure performance.

All of the forward looking statements made in thisspectus are qualified by these cautionary setésrand other cautionary statem
or factors contained herein, and there can be sorasce that the projected results or developmaifitbe realized or, even if substantie
realized, that they will have the expected conseces to, or effects on, the Company. Readers at@®oad not to put undue reliance on tt
forward looking statements. All forward looking tsaents in this prospectus are made as of thehdatmf and the Company disclaims
obligation to update or revise any forward lookstgtements, whether as a result of new informaseents or otherwise, except as expre
required by law.



Table of Contents

THE COMPANY

This summary highlights information contained elséere in this prospectus and the documents incorpgedhby reference herein.
does not contain all the information that may be frortant to you. You should carefully read the emiprospectus, including the docume
incorporated by reference herein. See “Documentsdnporated by Reference” and “Available Informatidnin this prospectus. You shou
also carefully consider the matters discussed untieisk Factors” in this prospectus.

Corporate Structure

The Company is the successor to Madeleine Mines htdompany incorporated under fi@ing Companies AcfQuébec) by lette
patent in 1968. In January 1992, Madeleine Minat litas amalgamated with 292521 Québec Inc. and the amalgamated compan
wound up into the federally incorporated parent pany, 2750538 Canada Inc. This entity changedatsento Madeleine Mines Ltd. and
June 1993, the name was changed to North Ameriadadium Ltd. The Company continues to exist urtieltCanada Business Corporatic
Act(“ CBCA ™).

The Company has two wholly owned subsidiaries: des lles Mines Ltd. (LDI "), and NAP Québec Mines Ltd. {AP Québec”).

The following chart describes the Compangubsidiaries as at the date hereof. The percemagership is indicated for each en
Each of the option agreements referenced belombtalseen fully exercised.
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Description of the Business

The Companys material property is the Lac des lles propentgl(iding the Lac des lles palladium mine). The Camypalso owns, b
does not consider to be material properties ofdbmpany, the Sleeping Giant gold mine and mill cx@nd the Vezza gold mine locate:
the Abitibi region of Quebec, north of Val @f. Other advanced projects include the Flordinpprty, the Discovery project and
Shebandowan West project. As previously disclogelCompany is exploring divestiture opportunitidth respect to its gold assets.

The Lac des lles mine, the Company’s flagship mis@ne of the world two primary palladium producers. Located appratety 8¢
kilometres northwest of Thunder Bay, Ontario, tlee ldes lles mine started producing palladium in319%e property consists of an open f
rampaccessed underground mine, a shaft accessed unaledgmine (under construction), and a mill withcaninal capacity of approximate
15,000 tonnes per day. The primary deposits onptoperty are the Roby Zone and the Offset Zoneh bidseminated magmatic nic
copper-PGMdeposits. The Company has also identified othereralized areas close to or on the Lac des lles ,nmduding the Cowbc
Zone, the Outlaw Zone, the Sheriff Zone and thettN®T Rim. Infill drilling at the Offset Zone (conhgted to the end of March 2012) v
successful in converting a certain amount of then@anys indicated resources to measured resources, thi@ieasing the confidence in
grade distribution for mine planning purposes. Witlminimum cut-offof 3.5 grams per tonne palladium, results indicatéoktal of 14.2 millio
tonnes of measured and indicated resources (2.8®mmcontained palladium ounces) grading 5.22 grgmer tonne palladium. Inferr
resources also increased to 6.3 million tonnes9(t8lion contained palladium ounces) grading 4g4@ms per tonne palladium. The Lac
lles underground mine is being expanded to tramsittom mining via ramp access to mining via shvfiile utilizing a high volume bu
mining method. The mine expansion is currently uwag .

The AIF contains additional information on the mesis and properties of the Company. See “Docunhecdsporated by Reference”.

Recent Developments

As previously disclosed, the Company continuesvaduate opportunities for the divestiture of itddyassets and undertakings locate
Quebec, which are held by NAP Quebec Mines Ltatluiling the Sleeping Giant gold mine and mill coexplthe Vezza gold mine and
other exploration projects including the Flordimjperty and the Discovery project, and all assodiatghts, privileges, agreements, permits
associated infrastructure and equipment. As path@fCompanys ongoing consideration of opportunities for diites¢, which provided ¢
indication of the value of these assets in late22@ie Company believes that the current valueich sissets is likely less than their book v
A material write-down of the book value of suchedsswill be considered by the Company in due course

On January 22, 2013 the Company announced the rdppmit of David Langille as its new Chief Financiafficer, replacing Je
Swinoga who resigned January 4, 2013. Mr. Langitle over 26 years of experience as a finance @xeanith public companies and has b
a member of the Institute of Chartered AccountahtSntario and the Society of Management AccousstafOntario since 1987.

On November 30, 2012, the Company announced coimplet its flow-through financing through whichsgbld 2,425,000 flowthrougt
shares at a price of $1.65 per share for grossepoof $4,001,250. The proceeds will be used lfigibke exploration activities and mi
expansion expenditures at the Lac des lles properdyother greenfield properties.

On November 7, 2012, the Company announced itadinhand operational results for the third quaeteding September 30, 2012. In
third quarter of 2012, the Compasylac des lles mine produced 39,908 ounces of payabadium, bringing the nine month total to 6%k
ounces. The Company also disclosed the mine exgaresipenditures totaled $93 million for the ninenttoperiod. The Company a
indicated that the pursuit for divestiture oppoities for its gold assets is ongoing and that ndegelopment expenditures at the Vezza
mine totaled $22.7 million for the nine month periended September 30, 2012.

On September 13, 2012, the Company announced teaBoard of Directors appointed Andre J. DouchasiéNAP’s interim Chie
Executive Officer, replacing William J. Biggar whetired on September 30, 2012.

On July 31, 2012, the Company completed a $43aniltiffering of convertible debentures (th®ébentures”) to fund the Lac des Il
mine expansion and for general corporate purpddesDebentures mature on September 30, 2017 (uddsemed earlier by the Compan
specified circumstances), and will bear interest edte of 6.15% per year, payable samiually on March 31 and September 30 of each
The Debentures are convertible at the holder'soogtito Common Shares at a conversion price of3fge9 Common Share.
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RISK FACTORS

An investment in the Securities involves risk.ddi@ion to the other information contained in tipiospectus, the AIF and the docum
incorporated by reference herein, prospective itmssshould carefully consider the factors set betow and in the applicable prospec
supplement in evaluating the Company and its bssitmefore making an investment in the Securitfeany event arising from these ri
occurs, the Compang’business, prospects, financial condition, resafltsperations or cash flows could be adverselgaiéd, the trading pric
of the Securities could decline and all or partaofy investment in the Securities may be lost. Awatdit risks and uncertainties not currer
known to the Company or that the Company curredélgms immaterial may also materially and adverséigct the Compang’ busines
prospects, financial condition, results of operasar cash flows

Risks Related to the Securities

Future sales or issuances of equity securities abdkcrease the value of the Common Shares and Deben, dilute investors’ voting power
and reduce the Company’s earnings per share.

The Company may sell additional equity securitresubsequent offerings and may issue additionailtyegecurities to finance futu
acquisitions and other projects and to satisfplifigations pursuant to the exercise of convertigleurities.

Sales or issuances of a substantial number of yegeiturities, or the perception that such saleddcoacur, may adversely aff
prevailing market prices for the Common Shares@ebdentures. With any additional sale or issuanceqofty securities, investors will suf
dilution of their voting power and the Company neyperience dilution in its earnings per share.

The Common Shares and Debentures are publicly trdh@ad are subject to various factors that have bigtally made the Company’s share
price volatile.

The trading price of the Common Shares and Debestoave been, and may continue to be, subjectde fuctuations and, therefo
the trading price of the Compaysecurities convertible into, or exchangeabletfog, Common Shares may also fluctuate significamttyict
may result in losses to investors. The tradinggpatthe Common Shares and Debentures may incogatgcrease in response to a numb
events and factors, including:

. the Company’s operating performance and the pednom of competitors and other similar companies;
. volatility in palladium, gold and other metal pricand expectations for future prices;
. volatility in currency exchange rates;

. the public’'s reaction to the Company’s press r&sasther public announcements and the Compafilings with the variot
securities regulatory authoritie

. changes in earnings estimates or recommendationgdsarch analysts who track the Common Sharebeoshares of oth
companies in the mineral resource sec

. changes in general economic and/or political caorust

. the number of Common Shares to be publicly tradied any offering;

. the arrival or departure of key personnel,

. acquisitions, strategic alliances or joint venture®lving the Company or its competitors;

. the risks listed under the heading “Cautionary NRe¢garding Forward Looking Statements.”
. the market for all mineral resource sector se@sijti

. the breadth of the public market for the Securjtiesl

. the attractiveness of alternative investments.

In addition, the market prices of Securities mayaffected by many variables not directly relatedni® Companys success and that ¢
therefore, not within the Comparsytontrol, including other developments that aftbet market for all mineral resource sector seestithe
breadth of the public market for the Common Share$ Debentures, and the attractiveness of altgmatvestments. The effect of these
other factors on the market price
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of the Common Shares on the exchanges on whiclCtimmon Shares trade has historically made the Coypahare price volatile a
suggests that the Company'’s share price (and tbe pf the Debentures) could continue to be vaatilthe future.

The Securities may not be listed and there may netan established trading market for those secssti You may be unable to sell the
Securities at the prices you desire or at i

There is no existing trading market for the DebtB#ies, Warrants, or Subscription Receipts. Aesult, there can be no assurance t
liquid market will develop or be maintained for ffeosecurities, or that you will be able to sell afyhose securities at a particular time (
all). We may not list the Debt Securities, Warramtis Subscription Receipts on any Canadian or BeSurities exchange, and the Comi
Shares may be delisted or suspended. The liquifiitye trading market in those securities, andlagket price quoted for those securities,
be adversely affected by, among other things:

. changes in the overall market for those securities;

. changes in our financial performance or prospects;

. changes or perceived changes in our creditworthjnes

. the prospects for companies in our industry geheral

. the number of holders of those securities;

. the interest of securities dealers in making a etdidr those securities; and

. prevailing interest rates.

The Debt Securities may be unsecured debt of then@any and, if so, will rank equally in right of pagent with all other existing and futur
unsecured debt of the Company.

The Debt Securities may be unsecured debt of thep@ay and, if so, will rank equally in right of pagnt with all other existing a
future unsecured debt of the Company. Unless eoHiirzed or guaranteed, the Debt Securities wilkffectively subordinated to all existi
and future secured debt of the Company to the exfahe assets securing such debt. If the Commimyolved in any bankruptcy, dissoluti
liquidation or reorganization, the secured debtbrd would, to the extent of the value of the asseturing the secured debt, be paid befol
holders of unsecured debt securities, includingpiblicable, the Debt Securities. In that eventplldr of Debt Securities may not be abl
recover any principal or interest due to it undter Debt Securities.

Unless the Debt Securities are guaranteed or c@tatized in some other way, holders of the Debt&dies will effectively be subordinated
to the claims of the holders of third party indelblgess of the Company’s subsidiaries.

The Company conducts its operations through sulréédi and to the extent any such subsidiary hascors indebtedness with a tr
party, the holders of the Debt Securities will, agd the Debt Securities are guaranteed or collaedain some other way, be effectiv
subordinated to the claims of the holders of shatd party indebtedness, including in the evenlmfidation or upon a realization of the as
of any such subsidiary.

Risks Related to the Company

Investors should also carefully consider the ridkscribed under the heading “Risk Factors” in the &nd the Compang’other publicl
filed documents which are incorporated herein Hgremce. In addition, investors in Securities stoalso consider the following additio
risks.

Mineral resource and reserve estimates may provaciturate

The Company cannot be certain that its mineraliegoand reserve estimates are accurate and cgna#ntee that it will recover t
expected quantities of metals. Future productiarictdiffer dramatically from such estimates for fbowing reasons:

. actual mineralization or ore grade could be diff¢feom those predicted by drilling, sampling octiaical reports;

. increases in the capital or operating costs ofrihme;
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. changes in the life-of-mine plan; or

. the grade of ore may vary over the life of the mamel the Company cannot give any assurances tiigiaaticular mineral reser
estimate will ultimately be recovere

The occurrence of any of these events may caus€dh®any to adjust its mineral resource and resestiates or change its min
plans, which could negatively affect the Compariyiancial condition and results of operations. Mawer, shorterm factors, such as the n
for additional development of the ore body or thecpssing of new or different grades, may adverafgct the Company.

Inability to meet production level and operating stestimates

Planned production levels and operating costs stiemates, with the estimates in respect of the des lles mine being based on
Company’s experience in operating such mine. Athef Companys estimates are subject to numerous uncertaimiasy of which are beyol
the Companys control. The Company may have difficulties atiragand maintaining a sufficient amount of qualifilabour to meet project
production levels. In addition, there may be inseghuncertainty as to the Compangbility to achieve or maintain projected prodoctievel:
at the Lac des lles mine due to the fact that tben@anys production decisions are not based on feasibdliidies of mineral resen
demonstrating economic and technical viability. T@mpany cannot give assurances that its actuduption levels will not be substantic
lower than its estimates or that its operatingsestl not be materially higher than anticipatedil&re to meet production levels and opere
costs estimates could adversely affect the Comgamegults of operation.

Increased competition in the mining industi

The mining industry is intensely competitive. Thenipany may be at a competitive disadvantage in ianguadditional minin;
properties if it must compete with companies thatehgreater financial resources, operational expee and technical capabilities than
Company. As a result, for reasons beyond its cgrifie Company may not be able to acquire miningperties in the future on accepte
terms.

Exploration of divestiture opportunities in respeof the Compan’s gold assets

No assurances can be made that the strategic reur@wess announced by the Company in respect gpits assets will result in t
Company pursuing any particular transaction ortetyia alternative in respect thereof or that aipseill be obtained if the assets were tc
divested.

The Company may fail to achieve and maintain adetpianternal control over financial reporting pursuat to the requirements of tt
Sarbanes Oxley Act and equivalent Canadian legiglat

The Company documented and tested during recerd jteanternal control procedures in order tosfgitthe requirements of Section ¢
of the Sarbanes Oxley Act SOX ") and equivalent Canadian legislation. Both SOX aadddian legislation require management to a
annually the effectiveness of the Company’s intecoatrol over financial reporting (CFR ”). The Company may fail to achieve and mair
the adequacy of its ICFR as such standards arefieddsupplemented, or amended from time to tinmel the Company may not be abl
ensure that it can conclude, on an ongoing bdsi, it has effective ICFR in accordance with Secd04 of SOX and equivalent Canac
legislation. The Compang’failure to satisfy the requirements of Sectiod 40SOX and equivalent Canadian legislation omgoing, timel
basis could result in the loss of investor confieim the reliability of its financial statementghich in turn could harm the Compasybusines
and negatively impact the trading price of the CamrShares or the market value of its other seesritn addition, any failure to implem
required new or improved controls, or difficultiescountered in their implementation, could harmGoenpanys operating results or caus
to fail to meet its reporting obligations. Futuegaisitions of companies, if any, may provide thenpany with challenges in implementing
required processes, procedures and controls acgeired operations. No evaluation can provide detagassurance that the CompaniCFF
will detect or uncover all failures of persons witlthe Company to disclose material informationeotvise required to be reported. -
effectiveness of the Compasyprocesses, procedures and controls could alBmibed by simple errors or faulty judgments. Indétbn, if the
Company expands, the challenges involved in impigimg appropriate ICFR will increase and will requithat the Company continue
improve its ICFR.
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Because the Company is a Canadian corporation ahd tajority of its directors and officers are regidt in Canada, it may be difficult fc
investors in the United States to enforce civil Bifities against the Company based solely upon tederal securities laws of the Unit
States

The Company is a corporation organized under ths taf Canada. Many of the Compasylirectors and officers, and those of some
subsidiaries and some of the experts named irptbispectus, are residents of Canada or otherwsigereutside of the United States, and ¢
a substantial portion of their assets, and all sulastantial portion of the Compasyassets, are located outside of the United Statea.resul
there may be jurisdictional issues should an irorelsting an action against directors, officers gparts who are not residents of the Un
States or in the other jurisdiction of residentendy also be difficult for you to enforce a judgmhebtained in a U.S. court or a court of anc
jurisdiction of residence predicated upon civibliiy provisions of federal securities laws or etHaws of the United States or any state ths
or the equivalent laws of other jurisdictions ofidence against those persons.
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USE OF PROCEEDS

Unless otherwise indicated in an applicable proggesupplement, the Company anticipates using ¢h@noceeds received from the
of Securities for exploration and development exiitemes at the Lac des lles mine and to fund egplon and development expenditure
other properties, and for general corporate puipaskich may potentially include future acquisigaor the payment of interest and/or princ
of debt obligations. It is anticipated that the Quamy will invest funds that it does not immediatedguire in investment grade inca
securities or short-term marketable securities.

The actual amount that the Company spends in ctionewith each of the intended uses of proceeds waay significantly and wi
depend on a number of factors, including thosedisinder “Risk Factors” in this prospectus, AlF doduments incorporated by reference.

PRICE RANGE AND TRADING VOLUME

The Company’s outstanding Common Shares are listetiading on the NYSE MKT and the TSX under theding symbols “PAL"anc
“PDL”", respectively. The following table sets out the mégab high and low closing prices and trading voluofighe Common Shares on
NYSE MKT and the TSX (as reported by Thomson OneugBrs)) for the periods indicate

NYSE MKT TSX
High Low Volume High Low Volume
(US$)  (US$) ($) (%)
2013
February (1to 11 19z 1.6¢ 19,413,69 1.9t 1.3¢ 3,461,80:
January 1.77 1.5C 58,996,09 1.77 1.4¢& 8,453,29!
2012
February 297 2.5: 34,796,071 294 25C 4,123,98
March 294 25¢ 23,613,733 2.9 258 4,694,59
April 3.0 2.4: 2539574 29¢ 24C 5,979,89
May 3.04 2.1¢ 24,357,118 3.0 22 4,032,922
June 237 2.0z 17,571,15 2.44 2.07 2,475,21.
July 218 1.64 14,602,78 2.1¢ 1.6¢€ 2,487,12
August 194 151 29,458,85 1.91 1.4¢& 4,412,99
Septembe 227 1.8 38,754,13 2.0¢ 1.7¢ 15,653,61
October 20C 157 27,826,760 1.9€¢ 15% 7,247,311
Novembel 155 131 31,765,123 1.5t 1.34 11,309,37
Decembe 1.4€ 1.1& 40,278,22 1.4C 1.1¢ 4,063,80

On February 11, 2013, the closing price of the Camr8hares on the TSX was $1.80 and the closing pfithe Common Shares on
NYSE MKT was US$1.7¢

The Company’s outstanding Debentures are listedtrmling on the TSX under the trading symbol “PDB’D The Debenture
commenced trading on the TSX on July 31, 2012. &brdary 11, 2013, the closing price per $100 ppalcamount of the Debentures on
TSX was $94.95. The following table sets out theoreed high and low closing prices and trading wrduof the Debentures on the TSX
reported by Thomson One (Reuters)) for the periodicated:

TSX
High Low Volume
(%) (%)
2013
February (1to 11 95.5( 93.0C  42,59(
January 96.1( 78.0( 14,28(
2012
July 31 95.2¢ 95.2¢ 6,67(
August 95.0( 92.0( 20,73(
Septembe 99.9( 94.5( 64,09(
October 98.5( 94.0( 32,40"
Novembel 94.2¢ 87.0( 6,25(
Decembe 90.0( 79.1¢ 7,76(
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DIVIDEND POLICY

It is not anticipated that the Company will pay afiyidends on its Common Shares in the near fufline. actual timing, payment &
amount of any dividends will be determined by them@anys board of directors from time to time based upampng other things, t
Companys cash flow, results of operations and financialdition, the need for funds to finance ongoing agiens and such other busin
considerations as the board of directors may censelevant. As of the date of this prospectus,Gbhenpany has never paid any dividend
the Common Shares.

PRIOR SALES

During the twelve month period prior to the datetlif prospectus, the Company issued the follovognmon Shares and securi
convertible into Common Shares:

Price per Security/

Number of Securities Date of Issue Exercise Price per Securit
245,351 Common Sharé&s February 4, 201 $ 1.24
625,000 Common Shar®) November 30, 201 $ 1.6
1,800,000 Common Shar®) November 21, 201 $ 1.6
157,949 Common Shar® October 18, 201 $ 1.81
15,000 stock option® August 8, 201: $ 1.6t
$43,000,000 Convertible Debentu® July 31, 201: $ 2.9C
158,064 Common Shar®) July 16, 201: $ 2.1C
11,300,000 Common Shar® April 30, 2012 $ 3.1C
125,882 Common Shar®) April 13, 2012 $ 2.6
50,000 stock option®) March 5, 201: $ 2.9C

(1) Issued on a flo-through basis pursuant to a short form prospeciteddApril 24, 2012

(2) Issued as compensation in connection with the Cag’s employee RRSP pla

(3) Each stock option is exercisable into one Commar&

(4) The Debentures are convertible at the h('s option into Common Shares at a conversion pfi& ®0 per Common Shai
(5) Issued on a flo-through basis by way of private placeme

CONSOLIDATED CAPITALIZATION
The material changes in our consolidated capitadizdrom October 1, 2012 to February 11, 2013z éollows:

On November 21, 2012 and November 30th, 2012 thapgaoy completed flowhrough financings pursuant to which the Comparigt
1,800,000 and 625,000 flow-through shares, respagtiat a price of $1.65 per flotlwough share for total proceeds of $4,001,250h@ens
cash equivalents increased by $3.6 million in pedse(reduced by $0.4 million in transaction coats) common share capital increase
$3.6 million (reduced by $0.4 million in transacticosts).

DESCRIPTION OF COMMON SHARES

The authorized share capital of the Company cansisan unlimited number of Common Shares. As dfr&ary 11, 2013, there we
177,373,185 Common Shares of the Company issuedwtathnding.

Each Common Share entitles the holder thereof ¢ovorte at all meetings of shareholders other thaetimgs at which only the holders
another class or series of shares are entitlest®. Each Common Share entitles the holder thémeoéceive any dividends declared by
board of directors and the remaining property ef@ompany upon dissolution.

There are no pre-emptiver conversion rights that attach to the Common &haAll Common Shares now outstanding and t
outstanding are, or will be when issued, fully pamndl non-assessable, which means the holders
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of such Common Shares will have paid the purchase m full and the Company cannot ask them to gddgitional funds.

The Company’s by-laws provide for certain rights itsf shareholders in accordance with the provisiohghe Canada Busine:
Corporations ActSuch by-lawsnay be amended either by a majority vote of theedtwders or by a majority vote of the board ofdtors
Any amendment of the by-lawsy action of the board of directors must be suladitio the next meeting of the shareholders wherretipe
by-law amendment must be confirmed as amended rhgjerity vote of the shareholders voting on suchitenalf the by-lawamendment
rejected by the shareholders, the by-law ceasbs &ffective and no subsequent resolution of trerdof directors to amend a by-ldaving
substantially the same purpose or effect shallffeetéve until it is confirmed or confirmed as anden by the shareholders.

Shareholders do not have cumulative voting rigbtsttie election of directors. Therefore, the haddefr more than 50% of the Comn
Shares voting for the election of directors coiflthey choose to do so, elect all of the directams, in such event, the holders of the rema
Common Shares would not be able to elect any direct

Common Shares offered hereunder may be “flow-thnoslgares” within the meaning of tihecome Tax Ac(Canada). Common Sha
offered hereunder may also be issued in lieu &b dund principal and/or interest of debt obligaso The particular terms and provisions of
such offerings by any prospectus supplement wildbscribed in such prospectus supplement. CommareSimay be offered separatel
together with other Securities.

DESCRIPTION OF DEBT SECURITIES

In this section only, “we”, “us”, “our”, “the Compg” or “North American Palladiumtefers only to North American Palladium Ltd. :
not to any of its subsidiaries. The following déstion sets forth certain general terms and prowisiof the Debt Securities. We will prov
the particular terms and provisions of a serieBelfit Securities and a description of how the gérerams and provisions described below |
apply to that series in a prospectus supplement.

The Debt Securities will be issued in registereth@arer form under, and will be governed by, ariridre to be entered into betwee|
and one or more trustees (th@rustee ") (hereinafter referred to as thdridenture ”). The Indenture will be subject to and governed tg
U.S. Trust Indenture Act of 193%s amended, and ti@anada Business Corporations Ackubject to obtaining an exemption from
requirements of the legislation, if required. A gogpf the form of Indenture has been filed on SEDARI as an exhibit to the registrai
statement filed with the SEC of which this prospediorms a part. The following is a summary of théenture that sets forth certain gen
terms and provisions of the Debt Securities. Thimmary is not intended to be complete and the lnolermay be amended from time to t
in accordance with its terms. For a more comple&tscdption, including the definition of capitalizéerms used but not defined under
section, prospective investors should refer toltitenture. Whenever we refer to particular provisiof the Indenture, those provisions
qualified in their entirety by reference to the éndure.

We may issue Securities (including Debt Securités) incur additional debt other than through tfiermg of Debt Securities under t
prospectus.

General

The Indenture does not limit the aggregate pridcpaount of Debt Securities that we may issue utiderindenture and does not li
the amount of other debt we may incur. The Indenprovides that Debt Securities may be issued tiora to time in one or more series
may be denominated and payable in U.S. dollars,adian dollars or any foreign currency. Unless otlie indicated in a prospec
supplement, the Debt Securities will be unsecul@djations. The Indenture also permits us to ineeghe principal amount of any series of
Debt Securities previously issued and to issueitttagéased principal amount.

The applicable prospectus supplement will desdtieespecific terms of the Debt Securities of anyesebeing offered and may inclu
but is not limited to, any of the following:

. the specific designation, title and the aggregaitecjpal amount of the Debt Securities;

. the date or dates, or the method by which suchatadates will be determined or extended, on withehprincipal of (and premiul
if any, on) the Debt Securities will be payable @mne portion (if less than the principal amountb®payable upon a declaratiol
acceleration of maturity
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. the rate or rates (whether fixed or variable) aiciiihe Debt Securities will bear interest, if anythe method by which such rate
rates will be determined and the date or dates faich such interest will accru

. the date or dates, or the method by which such datiates will be determined or extended, on wiaioh interest will be payat
and the regular record dates for the payment efést on the Debt Securities in registered fornthermethod by which such d
or dates will be determined, and the basis uporchvhiterest shall be calculated from time to tinmejuding if applicable on tt
basis of é36C-dayyear or twelve3C-daymonths;

. the place or places where the principal of (andne, if any) and interest, if any, on the Debt Bé@s will be payable and ez
office or agency where the Debt Securities mayriesgnted for registration of transfer or exchau

. each office or agency where the principal of (anehpum, if any) and interest, if any, on the Debt&ities of such series will
payable;

. the period or periods within which, the price oicps at which, the currency or currency unit in evhiand other terms a
conditions upon which the Debt Securities may loeeened or purchased, in whole or in part, by

. the terms and conditions upon which the Companyheholders may redeem the Debt Securities prionaturity and the price
prices at which and the currency or currency uniwhich the Debt Securities are payal

. any mandatory or optional redemption or sinkingdf@n analogous provisions;

. if other than denominations of US$1,000 and anggral multiple thereof, the denomination or denations in which an
registered securities of the series shall be idsu

. the currency or currency unit in which the Debt 8&®s are denominated or in which currency paytnaérthe principal of (an
premium, if any) or interest, if any, on such D8&eturities will be payabl

. any index formula or other method used to deterntieeamount of payments of principal of (and premiif any) or interest,
any, on the Debt Securitie

. whether the series of the Debt Securities are t@distered securities, bearer securities (witiitimout coupons) or both;

. whether the Debt Securities will be issuable inftiren of one or more global securities and, if the, identity of the depository 1
the global securities

. whether and under what circumstances we will baiired to pay any Additional Amounts (defined belowder “— Additional
Amounts”) for withholding or deduction for Canadian taxeshaiéspect to the Debt Securities, and whether Wiénawe the optio
to redeem the Debt Securities rather than pay tiditidnal Amounts

. the terms, if any, on which the Debt Securities tayonverted or exchanged for other Securitie®ourities of other entities;
. if payment of the Debt Securities will be guaradteg any other person;

. the extent and manner, if any, in which paymenbom respect of the Debt Securities will be sulwated to the prior payment
our other liabilities and obligation

. the percentage or percentages of principal amdumhizh the Debt Securities will be issued;
. rights, if any, on a change of control; and

. any other terms, conditions, rights and prefererfoedimitations on such rights and preferencesj)haf Debt Securities, includi
covenants and events of default which apply sdiela particular series of the Debt Securities baiffgred which do not apg
generally to other Debt Securities, or any covenamtevents of default generally applicable to Brebt Securities which do r
apply to a particular series of the Debt Securi

Unless otherwise indicated in a prospectus supplértee Indenture does not afford holders of thet[Becurities the right to tender s
Debt Securities to us for repurchase or provideafor increase in the rate or rates of
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interest at which the Debt Securities will beaerest, in the event we should become involvedhighly leveraged transaction or in the e
we have a change in control.

This prospectus does not qualify the issuance dit ecurities in respect of which the payment dfqipal and/or interest may
determined, in whole or in part, by reference te on more underlying interests including, for ex¢éam@an equity or debt security, a statist
measure of economic or financial performance inalgdbut not limited to, any currency, consumeic@ror mortgage index, or the price
value of one or more commodities, indices or otteens, or any other item or formula, or any comhbaoraor basket of the foregoing items.
greater certainty, this prospectus may qualifyiiseance of Debt Securities in respect of whichpisement of principal and/or interest may
determined, in whole or in part, by reference tblished rates of a central banking authority or onenore financial institutions, such a
prime rate or bankersicceptance rate, or to recognized market benchimignest rates such as LIBOR, EURIBOR or a U.SeFadunds rate

The Debt Securities may be issued under the Indemiearing no interest or at a discount below thtited principal amount. Canac
federal and U.S. federal income tax consequencagtirer special considerations applicable to arch sliscounted Debt Securities or o
Debt Securities offered and sold at par which esatéd as having been issued at a discount fordianéederal and/or U.S. federal income
purposes will be described in a prospectus suppleme

Ranking and Other Indebtedness

Unless otherwise indicated in an applicable prosmesupplement (i) the Debt Securities will be wased obligations and will ra
equally with all of our other unsecured and unsdb@ted debt from time to time outstanding and #gueéth other securities issued under
Indenture and (ii) the Debt Securities will be sturally subordinated to all existing and futurabiiities, including trade payables and o
indebtedness, of our subsidiaries.

Form, Denominations and Exchange

A series of the Debt Securities may be issuedsalglregistered securities, solely as bearer sesuar as both registered securities
bearer securities. Registered securities will baable in denominations of US$1,000 and any integtétiple thereof and bearer securities
be issuable in denominations of US$5,000 or, imease, in such other denominations (which may dre$} as may be set out in the term
the Debt Securities of any particular series. Taehture will provide that a series of the DebtuBities may be issuable in global form. Un
otherwise indicated in a prospectus supplementgbasacurities will have interest coupons attached.

Registered securities of any series will be exchabtg for other registered securities of the sasnesand of a like aggregate princ
amount and tenor of different authorized denomametti If, but only if, provided in a prospectus sppent, bearer securities (with
unmatured coupons, except as provided below, dndalired coupons in default) of any series magghanged for registered securitie
the same series of any authorized denomination®fadike aggregate principal amount and tenosuoh event, bearer securities surrenc
in a permitted exchange for registered securitetsvben a regular record date or a special recoe alad the relevant date for paymer
interest shall be surrendered without the couptating to such date for payment of interest, artdrgsst will not be payable on such date
payment of interest in respect of the registeredisty issued in exchange for such bearer secuityywill be payable only to the holder of s
coupon when due in accordance with the terms ofrttienture. Unless otherwise specified in a prosgesupplement, bearer securities will
be issued in exchange for registered securities.

The applicable prospectus supplement may inditetglaces to register a transfer of the Debt SéesirExcept for certain restrictions
forth in the Indenture, no service charge will badm for any registration of transfer or exchangthefDebt Securities, but we may, in cet
instances, require a sum sufficient to cover arytaother governmental charges payable in conmeetith these transactions.

We shall not be required to:

. issue, register the transfer of or exchange angsef the Debt Securities during a period begigritthe opening of business
days before any selection of that series of thet Belsurities to be redeemed and ending at the olioisesiness on, (A) if the ser
of the Debt Securities are issuable only as regid
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securities, the day of mailing of the relevant oetof redemption and (B) if the series of the D&bturities are issuable as be
securities, the day of the first publication of tieéevant notice of redemption or, if the serieshaf Debt Securities are also issu
as registered securities and there is no publicatice mailing of the relevant notice of redempti

. register the transfer of or exchange any registseedrity, or portion thereof, called for redemptiexcept the unredeemed por
of any registered security being redeemed in |

. exchange any bearer security selected for redempiacept that, to the extent provided with respecuch bearer security, si
bearer security may be exchanged for a registerearisy of that series and like tenor, provided sech registered security shall
immediately surrendered for redemption with writbestruction for payment consistent with the prawis of the Indenture; ¢

. issue, register the transfer of, or exchange artfi@Debt Securities which have been surrendenecefimyment at the option of |
holder, except the portion, if any, thereof nobéoso repaic

Global Securities

A series of the Debt Securities may be issued iolevbr in part in global form as a “global secutignd will be registered in the name
and be deposited with a depositary, or its nomiraeh of which will be identified in the prospectigpplement relating to that series. Un
and until exchanged, in whole or in part, for thebDSecurities in definitive registered form, alglbsecurity may not be transferred except
whole by the depositary for such global securityatnominee of the depositary, by a nominee of #yoditary to the depositary or ano
nominee of the depositary or by the depositaryngrsuch nominee to a successor of the depositaaynominee of the successor.

The specific terms of the depositary arrangemetit veispect to any portion of a particular seriethef Debt Securities to be represe
by a global security will be described in a prospssupplement relating to such series. We antieifhat the following provisions will apply
all depositary arrangements.

Upon the issuance of a global security, the depiystherefor or its nominee will credit, on its thoentry and registration system,
respective principal amounts of the Debt Securitiegresented by the global security to the accowfitsuch persons, designatec
“participants”, having accounts with such depositary or its nomitgaech accounts shall be designated by the undergiridealers or age
participating in the distribution of the Debt Sdties or by us if such Debt Securities are offessd! sold directly by us. Ownership
beneficial interests in a global security will benited to participants or persons that may hold dfiefal interests through participar
Ownership of beneficial interests in a global ségwrill be shown on, and the transfer of that ovamép will be effected only through, reco
maintained by the depositary therefor or its nomifith respect to interests of participants) orpayticipants or persons that hold thro
participants (with respect to interests of persotfier than participants). The laws of some jurisdiis may require that certain purchasel
Debt Securities take physical delivery of the D@bturities in definitive form.

So long as the depositary for a global securityt®mominee is the registered owner of the glolemiusity, such depositary or st
nominee, as the case may be, will be considereddle owner or holder of the Debt Securities regmésd by the global security for
purposes under the Indenture. Except as providieavbewners of beneficial interests in a globalwég will not be entitled to have a series
the Debt Securities represented by the global ggcuggistered in their names, will not be entitledreceive payment related to the [
Securities, will not receive or be entitled to ligeephysical delivery of such series of the DebtBiies in definitive form and will not |
considered the owners or holders thereof undeintthenture.

If a depositary for a global security representngarticular series of the Debt Securities is gttane unwilling or unable to continue
depositary and we do not appoint a successor dappsiithin 90 days, we will issue such series abb Securities in definitive form
exchange for a global security representing sudesef Debt Securities. In addition, we may at &ime and in our sole discretion detern
not to have a series of Debt Securities represdntedglobal security and, in such event, will ssuseries of Debt Securities in definitive fi
in exchange for all of the global securities repremg the series of Debt Securities.
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Payment

Unless otherwise indicated in a prospectus suppienpayment of principal of, and premium, if anypdainterest, if any, on, the D
Securities will be required to be made at the effic agency of the Trustee, or at our option wegaanprincipal, interest, if any, and premi
if any, (1) by check mailed or delivered to the rdd of the person entitled as the address appearihe security register of the Trustee
(2) from time to time, by electronic funds transfean account designated by the person entitleeldeive payments.

Unless otherwise indicated in a prospectus suppigrpayment of any interest will be required torbade to the persons in whose n
the Debt Securities are registered at the closmisihess on the day or days specified by us.

Any payments of principal, premium or interestaify, on global securities registered in the name dépositary or its nominee will
required to be made to the depositary or its nomias the case may be, as the registered ownbe @fiobal security representing such [
Securities. None of the Company, the Trustee orpayng agent for the Debt Securities representethé global securities will have &
responsibility or liability for any aspect of thecords relating to or payments made on accountpétficial ownership interests of the gic
security or for maintaining, supervising or reviagiany records relating to such beneficial owngrgfterests.

We expect that the depositary for a global secuwityts nominee will, upon receipt of any paymehfpdncipal, premium or intere:
credit participantsaccounts with payments in amounts proportionatbeo respective beneficial interests in the ppatiamount of the glob
security as shown on the records of such deposiarys nominee. We also expect that payments biicjzants to owners of benefic
interests in a global security held through suattigipants will be governed by standing instruci@and customary practices, as is now the
with Securities held for the accounts of customegsstered in “street name”, and will be the resility of such participants.

Consolidation, Amalgamation, Merger and Sale of Asts

The Indenture will generally permit the Companyatnalgamate or consolidate with or merge with ameoperson, and to transfel
dispose of substantially all of its assets, so lagaghe resulting person is a Canadian or U.Styeamtid will assume the Compasyobligation
on the Debt Securities and under the Indenturetf@€ompany or such successor person will not lefiault under the Indenture immedia
after the transaction.

If the resulting person assumes the Comparmgbligations, the Company will be relieved of thosbligations, subject to cert
exceptions.

Additional Amounts

Unless otherwise specified in a prospectus suppienadl payments made by or on behalf of us undewith respect to the De
Securities will be required to be made free andratd and without withholding or deduction for ar account of any present or future tax, c
levy, impost, assessment or other governmentageh@ncluding penalties, interest and other ligieii related thereto) imposed or levied b
on behalf of the Government of Canada or any p®vior territory thereof or by any authority or aggtherein or thereof having power to
(“ Canadian Taxes"), unless we are required to withhold or deduct Caradliaxes by law or by the interpretation or adntiation thereof. |
we are so required to withhold or deduct any amdéamor on account of Canadian Taxes from any paytmeade under or with respect to
Debt Securities, we will pay to each holder of siebt Securities as additional interest such amluiti amounts (Additional Amounts ") as
may be necessary so that the net amount receiveddly such holder after such withholding or deduc{and after deducting any Canar
Taxes on such Additional Amounts) will not be lg¢isan the amount such holder would have receivetigh Canadian Taxes had not t
withheld or deducted. However, no Additional Amaumtill be payable with respect to a payment mada tmlder of Debt Securities (st
holder, an “Excluded Holder ") in respect of the beneficial owner thereof:

. with which we do not deal at arm’s length (withmetmeaning of théncome Tax AcfCanada) (the Tax Act ")) at the time ¢
making such paymer

. which is subject to such Canadian Taxes by reatimedoeneficial owner of the Debt Securities bedngesident of, or carrying
business in, or maintaining a permanent establishimeother physical presence or taxable presamceriotherwise having sol
connection with, Canada or any province or teryitivereof, otherwise than by the mere holding obtC®ecurities or the receipt
payments thereunde

18



Table of Contents

. which is subject to such Canadian Taxes by readaieo beneficial owner of the Debt Securities fajlito comply with an
certification, identification, documentation or ethreporting requirements if compliance is requireyg law, regulatior
administrative practice or an applicable treatyaaprecondition to exemption from, or a reductionttie rate of deduction
withholding of, such Canadian Taxes;

. which is a “specified non-resident shareholderthef Company, or not dealing at arm'’s length witlspzecified shareholderdf the
Company, for purposes of subsection 18(5) of the Aat.

We will also be required to (i) make such withhalglior deduction and (ii) remit the full amount dethdl or withheld to the relev:
authority in accordance with applicable law.

We will be required to furnish to the holders of thebt Securities, within 60 days after the dagepiiyment of any Canadian Taxes is
pursuant to applicable law, certified copies of taaeipts or other documents evidencing such paymeus.

We will be required to indemnify and hold harmlessch holder of Debt Securities (other than an EdeduHolder) and upon writt
request reimburse each such holder for the amewnalyding any payment of Additional Amounts by of,

. any Canadian Taxes levied or imposed and paid bl bolder as a result of payments made under dr re#pect to the De
Securities

. any interest, penalties or other expenses impogeal fielevant authority in connection with any Caaadlaxes that are subjec
reimbursement under the first bulleted item;

. any Canadian Taxes imposed with respect to anybrgisement under the first two bulleted items alibisparagraph,
but excluding any such Canadian Taxes on such fisldet income or capital.

Wherever in the Indenture there is mentioned, yw@mtext, the payment of principal (and premiufgny), interest or any other amo
payable under or with respect to a Debt Securitghsnention shall be deemed to include mentiomefiayment of Additional Amounts to-
extent that, in such context, Additional Amounts,avere or would be payable in respect thereof.

Tax Redemption

Unless otherwise specified in a prospectus suppienaeseries of Debt Securities will be subjectetdemption at any time, in whole
not in part, at a redemption price equal to thagipal amount thereof together with accrued andaichpterest, if any, to the date fixed
redemption, upon the giving of a notice as desdribelow, if we (or our successor) determine theagia result of (A) any amendment t
change in the laws (or any regulations thereundie€anada (or our successojurisdiction of organization) or of any politicalibdivision @
taxing authority thereof or therein, as applicalie,(B) any amendment to or change in an interpmetaor application of such laws
regulations by any legislative body, court, goveental agency or regulatory authority (including #r@actment of any legislation and
publication of any judicial decision or regulatatgtermination), which amendment or change is ancexdior becomes effective on or after
date specified in the applicable prospectus supghértor the date a party organized in a jurisdictither than Canada or the United St
becomes our successor), we have or will becomeatielil to pay, on the next succeeding date on whiehest is due, additional amounts v
respect to any Debt Security of such series asribesicunder “Additional Amounts”or (ii) on or after the date specified in the apatile
prospectus supplement (or the date a party orgauniza jurisdiction other than Canada or the Uni¢ates becomes our successor), any ¢
has been taken by any taxing authority of, or a@gision has been rendered by a court of compatestiction in, Canada (or our successor’
jurisdiction of organization) or any political subidion or taxing authority thereof or therein, limding any of those actions specifiec
(i) above, whether or not such action was takerdewision was rendered with respect to us, or aran@d, amendment, application
interpretation shall be officially proposed, whigh,any such case, in the written opinion to udegfal counsel of recognized standing,
result in our becoming obligated to pay, on thetrscceeding date on which interest is due, AdditicAmounts with respect to any D
Security of such series.
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In the event that we elect to redeem a serieseoDigbt Securities pursuant to the provisions s#h o the preceding paragraph, we <
deliver to the Trustee a certificate, signed byaathorized officer, stating that we are entitledrédeem such series of the Debt Secu
pursuant to their terms.

Notice of intention to redeem such series of ouptC&ecurities will be required to be given not mibran 60 nor less than 30 days pric
the date fixed for redemption and will be requitedpecify the date fixed for redemption, providieal, at the time such notice of redemptic
given, the obligation to pay such Additional Amaosintust continue to be in effect. Such notice magdrelitional.

Provision of Financial Information

We will be required to file with the Trustee, withB0 days after we file or furnish them with theCSEopies of our annual reports an
the information, documents and other reports (guiem of such portions of any of the foregoing as 8EC may by rules and regulati
prescribe) that we may be required to file or fahnivith the SEC pursuant to Section 13 or 15(dhefExchange Act.

Events of Default
When we use the term “event of default” in the imdiee with respect to any series of Debt Securitiessmean:

. failure to pay principal of, or any premium on, dbgbt Security, or any Additional Amounts relatbdreto, of that series when i
due;

. failure to pay interest or any Additional Amoungdated thereto on any Debt Security of that sdoe80 days from the date st
amounts are dut

. failure to comply with any other covenant or watyaof the Company contained in the Indenture (othan a covenant added to
Indenture solely for the benefit of a series of D8kcurities other than that series) for 60 daysr afritten notice to us by t
Trustee or to us and the Trustee by holders ofamt|25% in aggregate principal amount of the antBhg Debt Securities of tt
series;

. default under any bond, note, debenture or othieleace of indebtedness of or guaranteed by the @oynpr one of its subsidiar
or under any mortgage, indenture or other instruroéthe Company or one of its subsidiaries undeictv there may be issued
by which there may be secured or evidenced anybiedeess of the Company or one of its subsidiaties results in tt
acceleration of such indebtedness in an aggregateigal amount exceeding US$15,000,000 (or thevedgnt thereof in any oth
currency or currency unit) but only if such indebtess is not discharged or such acceleration isesoctnded or annulled within
days after notice to the Company by the Trusteeodhe Company and the Trustee by the holders ¢éagt a majority of tt
aggregate principal amount of the outstanding [3&lmurities of such serie

. certain events involving our bankruptcy or insolexzrand

. any other event of default provided for in thaiegiof Debt Securities.

A default under one series of Debt Securities moll necessarily be a default under another séftes Trustee may withhold notice to
holders of Debt Securities of any default (excepthie payment of principal, premium, if any, oreirgst or Additional Amounts, if any, rela
thereto) if in good faith it considers it in thagrests of the holders to do so.

If an event of default for any series of Debt Séms occurs and continues, the Trustee or thedmsldf at least 25% in aggrec
principal amount of the Debt Securities of thatesersubject to any subordination provisions, meqjuire us to repay immediately:

. the entire principal of, accrued interest, premiifrany, and Additional Amounts, if any, on, theld&ecurities of the series; or

. if the Debt Securities are discounted Securitibat portion of the principal as is described in fgrespectus supplement :
Indenture
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If an event of default relates to events involving bankruptcy or insolvency, the principal of @#bt Securities will become immediat
due and payable without any action by the Trustesng holder.

Subject to certain conditions, the holders of aamn@j of the aggregate principal amount of the D8bturities of the affected series
rescind any accelerated payment requirement.

Other than its duties in case of a default, thesfE®i is not obligated to exercise any of its rigitpowers under the Indenture at
request, order or direction of any holders, untessholders offer the Trustee reasonable indemHitjey provide this reasonable indemr
the holders of a majority in principal amount ofyaseries of Debt Securities may, subject to cefiaiitations, direct the time, method ¢
place of conducting any proceeding or any reme@ylavle to the Trustee, or exercising any poweff@wad upon the Trustee, for any serie
Debt Securities.

We will be required to furnish to the Trustee atest@ent annually as to our compliance with all ctinds and covenants under
Indenture and, if we are not in compliance, we nspecify any defaults. We will also be requirechtiify the Trustee as soon as practic
upon becoming aware of any event of default.

No holder of a Debt Security of any series will baany right to institute any proceeding with re¢pecthe Indenture, or for tl
appointment of a receiver or a trustee, or for atfner remedy, unless:

. the holder has previously given to the Trusteeteminotice of a continuing event of default witepgect to the Debt Securities of
affected series

. the holders of at least 25% in principal amounthaf outstanding Debt Securities of the series &fteby an event of default he
made a written request, and the holders have dfferasonable indemnity, and a deposit if requitedhe Trustee to institute
proceeding as Trustee; a

. the Trustee has failed to institute a proceeding, leas not received from the holders of a majonitgggregate principal amount
the outstanding Debt Securities of the series tfteby an event of default a direction inconsisteith the request, within 60 de
after their notice, request and off

However, the above limitations do not apply to & mistituted by a holder of Debt Securities foe thnforcement of payment of princi
of, premium, if any, or interest or Additional Amats, if any, related thereto on, a Debt Securitpoafter the applicable due date specifie
the Debt Security.

Defeasance

When we use the term “defeasanaethis prospectus, we mean discharge from sonal @f our obligations under the Indenture. If
deposit with the Trustee sufficient cash or goventrsecurities to pay the principal, interest, prgmium and any other sums due to the s
maturity date or a redemption date of the Debt Beesl of a series, then at our option:

. we will be discharged from our obligations withpest to the Debt Securities of that series; or

. we will no longer be under any obligation to complith certain restrictive covenants under the Index and certain events
default will no longer apply to u

If this happens, the holders of the Debt Securitiethe affected series will not be entitled to thenefits of the Indenture except
registration of transfer and exchange of Debt Sgesrand the replacement of lost, stolen or migideDebt Securities. These holders may
only to the deposited fund for payment on their C&écurities.

To exercise our defeasance option, the followingd@ons must be met:

. no event of default or event that, with the passihtime or the giving of notice, or both, shallnstitute an event of default st
have occurred and be continuing for the Debt Seeardf the affected serie

. we are not “insolvent” within the meaning of applite bankruptcy and insolvency legislation; and

. other customary conditions precedent are satisfied.
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Modification and Waiver

Modifications and amendments of the Indenture mayrtade by us and the Trustee with the consenteohthiders of a majority
principal amount of the outstanding Debt Securitéseach series issued under the Indenture affdayeduch modification or amendm
(voting as one class); provided, however, thatuxhanodification or amendment may, without the emf the holder of each outstanc
Debt Security of such affected series:

. change the stated maturity of the principal ofgi@mium, if any), or any installment of intere$tamny, on any Debt Security;
. reduce the principal amount of, or the premiunani§, or interest rate, if any, on any Debt Secuyrity

. change the place of payment;

. change the currency or currency unit of paymemriicipal of (or premium, if any) or interest, ifig on any Debt Security;
. impair the right to institute suit for the enforcemt of any payment on or with respect to any Deluiugty;

. reduce the percentage of principal amount of onthitey Debt Securities of such series, the consénihe holders of which
required for modification or amendment of the aggdile Indenture or for waiver of compliance withrtam provisions of th
Indenture or for waiver of certain defaults;

. modify any provisions of the Indenture relatinghie modification and amendment of the Indenturtherwaiver of past defaults
covenants except as otherwise specified in thenlude.

The holders of a majority in principal amount oé thutstanding Debt Securities of any series mayheaialf of the holders of all De
Securities of that series, waive, insofar as tlesies is concerned, compliance by us with certastrictive provisions of the Indenture. -
holders of a majority in principal amount of outsling Debt Securities of any series may waive aast plefault under thindenture witl
respect to that series, except a default in thengay of the principal of (or premium, if any) anderest, if any, on any Debt Security of -
series or in respect of a provision under the Itatenthat cannot be modified or amended withoutcthesent of the holder of each outstan
Debt Security of that series. The Indenture orDebt Securities may be amended or supplementedowtithe consent of any holder of s
Debt Securities, in order to, among other thinggecany ambiguity or inconsistency or to make ahgnge that, in each case, does
adversely affect the rights of any holder of sua@bDSecurities.

We may modify the Indenture without the conserthefholders to:

. evidence our successor under the Indenture;

. add covenants or surrender any right or powertferenefit of holders;
. secure any Debt Securities;

. add events of default;

. establish the forms of the Debt Securities;

. appoint a successor Trustee under the Indenture;

. add provisions to permit or facilitate the defeasaar discharge of the Debt Securities as londya®tis no material adverse ef
on the holders therec

. correct any ambiguity or correct or supplement defgctive or inconsistent provision or alter anlyestprovisions; in each case 1
would not adversely affect the rights of holder@ofstanding Securities and related coupons, if

. comply with any applicable laws of the United Ssatéexd Canada in order to effect and maintain ttadifqpation of the Indentul
under theTrust Indenture Acand theCanada Business Corporations Acubject to obtaining an exemption from the rezmient
of the latter, if required; ¢

. change or eliminate any provisions where such ohgalges effect when there are no Securities outstgrunder the Indenture.
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Resignation of Trustee

The Trustee may resign or be removed with resjpeché or more series of the Debt Securities aneceessor Trustee may be appoil
to act with respect to such series. In the eveatttitio or more persons are acting as Trustee wipact to different series of Debt Securi
each such Trustee shall be a Trustee of a trugiruhd Indenture separate and apart from the adrsinistered by any other such Trustee,
any action described herein to be taken by thestBel'may then be taken by each such Trustee with respeand only with respect to, 1
one or more series of Debt Securities for whigh Trustee.

Consent to Jurisdiction and Service

If the Debt Securities are governed by the lawshef State of New York, we will irrevocably appoi@T Corporation System as «
authorized agent for service of process in any@ugroceeding arising out of or relating to thebD8ecurities or the Indenture and for act
brought under federal or state securities lawsniyn faderal or New York state court located in therddigh of Manhattan in the City of Ni
York, and we irrevocably submit to the non-exclesiurisdiction of such courts.

DESCRIPTION OF WARRANTS
This section describes the general terms thatapiply to any Warrants for the purchase of Commaar&h(the ‘Equity Warrants ") or
for the purchase of Debt Securities (tHeeébt Warrants ”).

Warrants may be offered separately or together witier Securities, as the case may be. Each sdriéarrants may be issued und
separate warrant indenture or warrant agency agmeeto be entered into between the Company andoomeore banks or trust compar
acting as Warrant agent or may be issued as sfmmeé- contracts. The applicable prospectus suppiemid include details of the Warre
agreements governing the Warrants being offere@ Warrant agent will act solely as the agent of @mwnpany and will not assume
relationship of agency with any holders of Warreaittificates or beneficial owners of Warrants. Tolowing sets forth certain general ter
and provisions of the Warrants offered under thizsspectus. The specific terms of the Warrants, taedextent to which the general te
described in this section apply to those Warranmit be set forth in the applicable prospectus dep@nt. A copy of any warrant indenture
any warrant agency agreement relating to an offesinWarrants will be filed by us with the secwggtiregulatory authorities in Canada antc
United States after it has been entered into by us.

Equity Warrants

The particular terms of each issue of Equity Waravill be described in the related prospectus kupent. This description will incluc
where applicable:

. the designation and aggregate number of Equity &vitsy

. the price at which the Equity Warrants will be oéfe;

. the currency or currencies in which the Equity Viats will be offered;

. the date on which the right to exercise the Egligrrants will commence and the date on which thletnvill expire;

. the class and/or number of Common Shares that mguichased upon exercise of each Equity Warrahttenprice at which al
currency or currencies in which the Common Sharag bbe purchased upon exercise of each Equity Wa

. the terms of any provisions allowing for adjustmien(i) the class and/or number of Common Sharasriay be purchased, (ii) 1
exercise price per Common Share, or (iii) the gxpfrthe Equity Warrants

. whether the Company will issue fractional shares;
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the designation and terms of any Securities witlickvithe Equity Warrants will be offered, if any,dathe number of the Equ
Warrants that will be offered with each Secur

the date or dates, if any, on or after which thaiggdVarrants and the related Securities will lam$ferable separately;
whether the Equity Warrants will be subject to ragéon and, if so, the terms of such redemptiorvisions;

whether the Company has applied to list the Eqarrants and/or the related Common Shares on k st@mhange;
material United States and Canadian federal indameonsequences of owning the Equity Warrants; and

any other material terms or conditions of the BgWarrants.

Debt Warrants

The particular terms of each issue of Debt Warrarilisbe described in the related prospectus supplg. This description will includ
where applicable:

the designation and aggregate number of Debt Wagran
the price at which the Debt Warrants will be offkre
the currency or currencies in which the Debt Wagavill be offered,;

the designation and terms of any Securities witlickvithe Debt Warrants are being offered, if anyd #me number of the De
Warrants that will be offered with each Secur

the date or dates, if any, on or after which thetD#arrants and the related Securities will bedfarable separately;

the principal amount of Debt Securities that mayphbiechased upon exercise of each Debt Warrant laadgitice at which ar
currency or currencies in which that principal amioof Debt Securities may be purchased upon exedfisach Debt Warrar

the date on which the right to exercise the Debtrefdas will commence and the date on which thetnigh expire;
the minimum or maximum amount of Debt Warrants thay be exercised at any one time;

whether the Debt Warrants will be subject to redéonp and, if so, the terms of such redemption [@ions;
material United States and Canadian federal indameonsequences of owning the Debt Warrants; and

any other material terms or conditions of the DAfairrants.

DESCRIPTION OF SUBSCRIPTION RECEIPTS

This section describes the general terms thatapjilly to any Subscription Receipts that may bereffdy us pursuant to this prospec
Subscription Receipts may be offered separatelyogether with Common Shares, Debt Securities orréviégs, as the case may be.
Subscription Receipts will be issued under a sijhen receipt agreement.

The applicable prospectus supplement will includeails of the subscription receipt agreement cogetine Subscription Receipts be
offered. A copy of the subscription receipt agreemeelating to an offering of Subscription Receiptdl be filed by us with securitit
regulatory authorities in Canada and the UnitedeStafter we have entered into it. The specifimgepf the Subscription Receipts, and
extent to which the general terms described in gbidtion apply to those Subscription Receipts, ballset forth in the applicable prospe
supplement. This description will include, wherg@ligable:

the number of Subscription Receipts;
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. the price at which the Subscription Receipts walldffered;
. the procedures for the exchange of the Subscrifreeeipts into Common Shares, Debt Securities oraiies;
. the number of Common Shares, Debt Securities oralits that may be exchanged upon exercise of aancBption Receipt;

. the designation and terms of any other securitis which the Subscription Receipts will be offeréfdany, and the number
Subscription Receipts that will be offered with leaecurity;

. terms applicable to the gross or net proceeds fhansale of the Subscription Receipts plus anyésteearned thereon;
. material United States and Canadian federal indameonsequences of owning the Subscription Re;eapd

. any other material terms and conditions of the Supson Receipts.

The subscription receipt agreement covering thes&ijtion Receipts being offered will provide thety misrepresentation in t
prospectus, the applicable prospectus supplemenany amendment hereto or thereto, will entitleheadtial purchaser of Subscripti
Receipts to a contractual right of rescission fellgy the issuance of the underlying Common Shabeht Securities or Warrants to s
purchaser entitling the purchaser to receive theusrpaid for the Subscription Receipts upon suleemf the underlying securities, provis
that the remedy for rescission is exercised withintime frame stipulated in the subscription necagreement.

PLAN OF DISTRIBUTION

The Company may sell the Securities to or througtewwriters or dealers, and, subject to applicaigleurities laws, may also ¢
Securities to one or more other purchasers direstlythrough agents, including sales pursuant tdnarg brokerage transactions
transactions in which a broker dealer solicits pasers.

The Securities may be sold, from time to time ie on more transactions at a fixed price or pribes tay be changed or at market pi
prevailing at the time of sale, at prices relateduch prevailing market prices or at negotiatédegr including sales in transactions thai
deemed to be “at-the-market distributions” as d&fiin National Instrument 44-1(&helf Distributions including sales made directly on
TSX, NYSE MKT or other existing trading markets the Securities. The prices at which the Securitiay be offered may vary as betw
purchasers and during the period of distributidninl connection with the offering of Securitiesaafixed price or prices, the underwriters t
made a bona fide effort to sell all of the Secesitat the initial offering price fixed in the aplble prospectus supplement, and have
unable to do so, the public offering price may berdased and thereafter further changed, from tiontiene, to an amount not greater thar
initial public offering price fixed in such prosges supplement, in which case the compensatioizeshby the underwriters will be decrea
by the amount that the aggregate price paid byhasers for the Securities is less than the grossepds paid by the underwriters to
Company.

Underwriters, dealers or agents who participatthéndistribution of the Securities may be entitledder agreements to be entered
with the Company, to indemnification by the Compamgainst certain liabilities, including liabilitiasnder the Exchange Act and Cana
securities legislation, or to contribution with pest to payments which such underwriters, dealeegents may be required to make in res
thereof. Such underwriters, dealers and agentsheagustomers of, engage in transactions with, diopa services for, the Company in
ordinary course of business.

In connection with any offering of Securities, atllean an “at-the-market distribution”, the unddtens, dealers or agents may oadit
or effect transactions which stabilize or mainthia market price of the Securities offered at &lledbove that which might otherwise preva
the open market. Such transactions, if commenceag,be discontinued at any time.

The applicable prospectus supplement will statetéhes of the offering, including the name or namméany underwriters, dealers
agents, the initial offering price (in the everdttthe offering is a fixed price distribution), the
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manner of determining the initial offering price(8) the event the offering is made at prices whithy be changed, at market prices preve
at the time of the sale, at prices related to guekailing market prices or at negotiated pricds,proceeds to the Company from the sale ¢
Securities, any underwriting discount or commissémd any discounts, concessions or commissionsvedicor reallowed or paid by a
underwriter to other underwriters, dealers or agjeshy initial offering price and discounts, congiess or commissions allowed or reallo
or paid to dealers may be changed from time to.time

INCOME TAX CONSIDERATIONS

The applicable prospectus supplement will descdbeain material Canadian federal income tax camseces to an investor w
acquires any Securities offered thereunder. Thdicaiye prospectus supplement will also describegage material U.S. federal income
consequences of the acquisition, ownership andslispn of any Securities offered under this praspe by an initial investor who is a U
Holder. As used herein, the term “U.S. Holder€ans a beneficial holder of Securities that idfoited States federal income tax purposes
citizen or individual resident of the United Statég a corporation (or any entity that is treagesla corporation for United States federal inc
tax purposes) created or organized in or undetaws of the United States or any political subdoisthereof, (iii) an estate the income
which is subject to United States federal incomatian regardless of its source, or (iv) a trus} fhat is subject to the supervision of a ¢
within the United States and the control of onenare United States persons or (Y) that has anietent effect under applicable U.S. Treas
regulations to be treated as a United States person

LEGAL MATTERS

Certain legal matters in connection with the Samsioffered hereby will be passed upon on beHatfi®@ Company by Stikeman Elli
LLP, with respect to Canadian legal matters, an&kgdden, Arps, Slate, Meagher & Flom LLP, withpexs to United States legal matters
at the date hereof, the partners and associateskeiman Elliott LLP as a group beneficially owtiredtly or indirectly, less than one percer
the outstanding securities of the Company.

AUDITORS, TRANSFER AGENTS AND REGISTRAR

The Companys auditors are KPMG LLP, Chartered Accountants, Bdglaide Centre, Suite 4600, 333 Bay Street, Two@ntario
M5H 2S5. KPMG LLP are the auditors of the Compang have confirmed that they are independent wispeet to the Company within 1
meaning of the Rules of Professional Conduct ofitisétute of Chartered Accountants of Ontario aithin the meaning of the U.S. Securi
Act of 1933 and the applicable rules and regulatittrereunder adopted by the Securities and Exch@ngenission and the Public Comp:
Accounting Oversight Board (United States).

Computershare Investor Services Inc. is the registnd transfer agent of the Common Shares in Garf@emputershare Trust Comp
of Canada is the registrar, transfer agent andeteusf the Debentures, and Computershare Trust @nm.A., is the co-transfagent for th
Common Shares in the United States.

EXPERTS

Information relating to the Comparsymineral properties in this prospectus and thend@nts incorporated by reference herein has
derived from statements, reports, valuations oniops of the following persons, firms and companid®se profession or business g
authority to the statements, reports, valuationspimions, in each case with respect to the CompampvExplo Inc., Roscoe Postle Associ
Inc., P&E Mining Consultants Inc., Nordmin ResowdéeIndustrial Engineering, Pierre-Luc Richard, ICRelletier, Vincent Jourdain, Marc-
André Lavergne, Donald Trudel, Richard E. Routledigsson J. Cox, Kevin C. Scott, Leo R. Hwozdyk, ddah Buck, Eugene Puritch, Alfr
Hayden, Chris Dougherty, William Bawden, Bernarth®m, Petr Pelz; Des Cullen, Fred H. Brown andad &kdore (Potvin).

In addition, each of Kevin Small, Michel Bouchakhvid Penna, Valere Larouche and Tyson Birkett haaticipated in or supervis
the preparation of certain scientific and techninfdrmation in connection with the Company’s projes.
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Each of these individuals is a “qualified persoga”sach term is defined in NI 43-101.

With the exception of Laila Sedore (Potvin), Vintdourdain, Donald Trudel and Michel Bouchard, wrere employees of the Compi
at the time of publication, and Kevin Small, Dafdnna, Valere Larouche and Tyson Birkett who argleyees of the Company, each of tt
individuals is independent from the Company.

To the knowledge of the Company, as of the datediemd with the exception of Laila Sedore (Potwifincent Jourdain, Donald Trud
Michel Bouchard, Kevin Small, David Penna, Valemrduche and Tyson Birkett, each of the personsfiamgd referenced above holds |
than one percent of the outstanding securitieb@fdompany or any associate or affiliate of the Qamy.

Other than as indicated above, none of the aforéomad persons, nor any director, officer, emplogegartner, as applicable, of
aforementioned companies or partnerships, is ctiyrerpected to be elected, appointed or employed director, officer or employee of
Company or of any associate or affiliate of the @arny.

AVAILABLE INFORMATION

The Company has filed with the SEC a registrattatesnent on Form F-1Rith respect to the Securities. This prospectus that contai
all the information set forth in the registratiormtement. For further information about the Compang the Securities, please refer to
registration statement.

The Company is subject to the information requinetmeof the Exchange Act and applicable Canadianrigess legislation, and
accordance therewith it files reports and othesrimfation with the SEC and with the securities ratars in the Province of Ontario. Under
MJDS, the Company generally may prepare these te@md other information in accordance with thecldsure requirements of Cane
which requirements are different from those of theted States. As a foreign private issuer, the Gamy is exempt from the rules under
Exchange Act prescribing the furnishing and contdmroxy statements, and the Compangfficers, directors and principal shareholdee
exempt from the reporting and short swing profgtovery provisions contained in Section 16 of thelange Act. In addition, the Compan
not required to publish financial statements asnmtty as U.S. companies.

Investors may read and copy any document the Coynilas with the SEC at the public reference rodnthe SEC at 100 F Street, N.
Washington, D.C. 20549. Please call the SEC atQtHBC-0330or further information on the public reference morhe SEC also maintal
a web site (www.sec.gov) that makes available tspand other information that the Company filescetmically with it, including th
registration statement it has filed with respedht® Securities.

Investors are invited to read and copy any repstegements or other information that the Compéleg fvith the OSC or other simi
regulatory authorities at their respective pubdiference rooms. These filings are also electrdyieafailable from SEDAR at www.sedar.cc
Reports and other information about the Companybse available for inspection at the offices af ¥5X.

DOCUMENTS FILED AS PART OF THE REGISTRATION STATEME NT

The following documents have been or will be fileidh the SEC as part of the registration statenoénwhich this prospectus form:
part:

. the documents listed under “Documents IncorporbieReference”;
. the consent of KPMG LLP;

. consents of InnovExplo Inc., Roscoe Postle Assesidhc., P&E Mining Consultants Inc., Nordmin Reas@s & Industric
Engineering, Vincent Jourdain, Mafgidré Lavergne, Donald Trudel, Alfred Hayden, Wdith Bawden, Des Cullen, Fred
Brown, Laila Sedore (Potvin), Kevin Small, Michebichard, David Penna, Valere Larouche and TysokeRBii

. the powers of attorney from the directors and ocedéficers of the Company;
. the consent of Stikeman Elliott LLP; and

. the form of Indenture relating to the Debt Secesiti
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ENFORCEABILITY OF CIVIL LIABILITIES

The Company is a corporation existing under@amada Business Corporations Adflany of the Companyg’ directors and officers, a
some of the experts named in this prospectus,esidants of Canada or otherwise reside outsidéJtiieed States, and all or a substa
portion of their assets, and a substantial portibthe Companys assets, are located outside the United StatesCompany has appointed
agent for service of process in the United Stadsssét forth below), but it may be difficult forlters of Securities who reside in the Un
States to effect service within the United Statgsnuthose directors, officers and experts who ateesidents of the United States. It may
be difficult for holders of Securities who residethe United States to realize in the United Stafem judgments of courts of the United St
predicated upon the Compasytivil liability and the civil liability of such idectors, officers and experts under the UnitecdteStdeder:
securities laws.

The Company filed with the SEC, concurrently with fegistration statement on Form F-@Dwhich this prospectus is a part,
appointment of agent for service of process on Fe¥ Under the Form F-Xhe Company appointed CT Corporation System aaggst fo
service of process in the United States in conoratiith any investigation or administrative procegdconducted by the SEC, and any ¢
suit or action brought against or involving the Qamy in a United States court arising out of oatedl to or concerning the offering of
Securities under this prospectus. The Company bas hdvised by Stikeman Elliott LLP, its Canadianrsel, that there is doubt as to
enforceability, in original actions in Canadian dsy of liabilities based upon United States fetlsexurities laws and, depending on
circumstances, as to the enforceability in Canadisurts of judgments of United States courts oleim actions based upon civil liabil
provisions of the United States federal securiti®gs or other laws of the United States or anyestaéreof or the equivalent laws of of
jurisdictions. Therefore, it may not be possibletdorce those actions against the Company, iesttirs and officers
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GLOSSARY OF MINING TERMS
“concentrate” means a product containing the valuable metal sord fvhich most of the waste material in the ore theen removed.

“grade” means a particular quantity of ore or mineral re¢ato other constituents, in a specified quartityock.

“indicated resource” means that part of a mineral resource for whichntjtya grade or quality, densities, shape and pta
characteristics can be estimated with a level ofidence sufficient to allow the appropriate apation of technical and economic parame
to support mine planning and evaluation of the ecuin viability of the deposit. The estimate is lthea detailed and reliable exploration
testing information gathered through appropriathméques from locations such as outcrops, trenghies, workings and drill holes that |
spaced closely enough for geological and graddrugiit to be reasonably assumed.

“inferred resource” means that part of a mineral resource for whichntiyaand grade or quality can be estimated onlthsis o
geological evidence and limited sampling and reaBlynassumed, but not verified, geological and gradhntinuity. The estimate is basec
limited information and sampling gathered througiprapriate techniques from locations such as optgrirenches, pits, workings and ¢
holes.

“measured resource” means that part of a mineral resource for whichntjtya grade or quality, densities, shape and pia
characteristics are so well established that tlaeybe estimated with confidence sufficient to alltv appropriate application of technical
economic parameters to support production planaimdjevaluation of the economic viability of the dsjp. The estimate is based on detz
and reliable exploration, sampling and testing limfation gathered through appropriate techniquem fiacations such as outcrops, trenc
pits, workings and drill holes that are spacedaipenough to confirm both geological and gradetiooity.

“mineral reserve” means the economically mineable part of a measareddicated resource demonstrated by at leasebmpnary
feasibility study. This study must include adequafermation on mining, processing, metallurgicetponomic and other relevant factors
demonstrate, at the time of reporting, that ecoeariraction can be justified. A mineral reserveludes diluting materials and allowances
losses that may occur when the material is mined.

“mineral resource” means a concentration or occurrence of naturakl,solorganic or fossilized organic material in @m the eartte
crust in such form and quantity and of such a g@adeguality that it has reasonable prospects fonemic extraction. The location, quant
grade, geological characteristics and continuitg ofiineral resource are known, estimated or inééepdrfrom specific geological evidence
knowledge.

“mineralization” means the concentration of metals and their chémérapounds within a body of rock.
“open pit” means a mine worked at the surface.

“ore” means a mixture of valuable and worthless mindralm which at least one of the minerals can be thiaerd processed at
economic profit.

“ounce” or “0z” is a unit of weight measure. In the precious metalsstry a troy ounce is equal to one-twefftrt of a pound or 31.1
grams.

“preliminary economic assessment’or “scoping study” means the first level of study that is performed amineral deposit
determine its economic viability.

“probable mineral reserve” means the economically mineable part of an inditatend in some circumstances a measured, m
resource demonstrated by at least a preliminargilféigy study. This study must include adequatéoimation on mining, processit
metallurgical, economic, and other relevant factbes demonstrate, at the time of reporting, tikahemic extraction can be justified.

“proven mineral reserve” means the economically mineable part of a measuiadral resource demonstrated by at least a pmadiry
feasibility study. This study must include adequafermation on mining, processing, metallurgicatonomic, and other relevant factors
demonstrate, at the time of reporting, that ecoranriraction is justified.
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