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North American Palladium Ltd.

Management’s Discussion and Analysis

INTRODUCTION

Unless the context suggests otherwise, referencd8AP” or the “Company’or similar terms refer to North American Palladilwta. and it
subsidiary. “LDI” refers to NAP’s subsidiary Lacsides Mines Ltd. and “NAP Quebecéfers to its previously held subsidiary, NAP Quz
Mines Ltd.

The following is management’s discussion and amalgbthe financial condition and results of opemas (“MD&A”) to enable readers of |
Companys consolidated financial statements and relateedsniot assess material changes in financial conditiml results of operations for
quarter ended March 31, 2013, compared to thoskeofespective period in the prior year. This MD&As been prepared as of May 3, 2
and is intended to supplement and complement theatidated financial statements and notes themtahe quarter ended March 31, 2
(collectively, the “Financial Statements”), whichve been prepared in accordance with Internatieimaincial Reporting Standards (“IFR39
issued by the IASB. Readers are encouraged towetie Financial Statements in conjunction with threview of this MD&A and the mao
recent Form 40-F/Annual Information Form on filettwithe U.S. Securities and Exchange Commission ¢"$End Canadian provinc
securities regulatory authorities, available at wseg.gov and www.sedar.com, respectively.

On March 22, 2013, the Compasgld NAP Quebec for gross proceeds of $18.0 milliiortash, 1.5 million common shares of Maut
Minerals Ltd. (“Maudore™jand $1.8 million of receivable inventory amountsr Financial Statement purposes, NAP Quebec has toeate:
as a discontinued operation (held for sale) in 28183 2012.

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

FORWARD-LOOKING INFORMATION

Certain information contained in this MD&A constitg ‘forward-looking statements’ within the meanofghe ‘safe harborprovisions of th
United States Private Securities Litigation Refokat of 1995 and Canadian securities laws. All stetets other than statements of histo
fact are forward-looking statements. The words &ty ‘believe’, ‘anticipate’, ‘contemplate’, ‘tagy’, ‘plan’, ‘may’, ‘will’, ‘intend’, ‘estimate’
and similar expressions identify forward-lookingtetments. Forwartboking statements in this MD&A include, withoutritation: informatiol
as to our strategy, plans or future financial cerating performance, such as the Compamxpansion plans including the LDI mine expan:
project timelines, production plans, projected célsiws or expenditures, operating cost estimatespgsed mining methods and ol
statements that express management’'s expectatioastimates of future performance. The Companyimasitthe reader that such forward
looking statements involve known and unknown risktérs that may cause the actual results to berimétedifferent from those expressec
implied by the forwardeoking statements. Such risk factors include, &g not limited to: the possibility that metal mscand foreig
exchange rates may fluctuate, inherent risks aatatiwith development, exploration, mining and pesing including risks to the LDI mi
expansion timeline, environmental hazards, unaggtaf mineral reserves and resources, the risktttesCompany may not be able to ob
sufficient financing to fund current capital needsluding to fund the expansion of the Lac des tt@re, the possibility that the Lac des
mine may not perform as planned, changes in ld@slaregulations or political and economic devehlgmts in Canada and abroad, empli
relations, risks related to the availability ofldd labour, litigation and the risks associatethvadbtaining necessary licenses and permits
more details on these and other risk factors seeCitmpany’s most recent Form BfAnnual Information Form on file with the SEC
Canadian provincial securities regulatory authesiti Forwardeoking statements are necessarily based upon abewrmf factors ar
assumptions that, while considered reasonable byagement, are inherently subject to significantinmss, economic and competil
uncertainties and contingencies. The factors asdnagtions contained in this MD&A, which may prowelie incorrect, include, but are
limited to: that metal prices and exchange ratéwéen the Canadian and United States dollar wiltdogsistent with the
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Companys expectations, that there will be no material gielsfecting operations or the timing of ongoingelepment projects, that there \
be no material delays related to commissioning mgait, that prices for key mining and constructaipplies, including labour costs, v
remain consistent with the Company’s expectatiamns, that the Compargy’current estimates of mineral reserves and resswae accura
The forwardlooking statements are not guarantees of futuréopeance. The Company disclaims any obligation poate or revise al
forward{ooking statements, whether as a result of newrinédion, events or otherwise, except as expressiyired by law. Readers
cautioned not to put undue reliance on these fati@oking statements.

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

Mineral reserve and mineral resource informationtaimed herein has been calculated in accordante Mational Instrument 43-10%
Standards of Disclosure for Mineral Projectais required by Canadian provincial securitiesilegry authorities. Canadian standards ¢
significantly from the requirements of the SEC, anuheral reserve and mineral resource informationtained herein is not comparable
similar information disclosed in accordance witk tequirements of the SEC. While the terms “meaBufedicated” and “inferred'minera
resources are required pursuant to National Ingnird3101, the SEC does not recognize such terms. UvBstiars should understand 1
“inferred” mineral resources have a great amount of unceytaistto their existence and great uncertainty atheéd economic and lec
feasibility. In addition, U.S. investors are cangd not to assume that any part or all of N\Riineral resources constitute or will be conve
into reserves. For a more detailed descriptiorhefkey assumptions, parameters and methods ussdcinating NAPS mineral reserves a
mineral resources, see NAP’s most recent Annuarindition Form/Form 4@ on file with Canadian provincial securities regaly authoritie
and the SEC.

OUR BUSINESS

NAP is an established precious metals producertthatbeen operating its flagship LDI mir“LDI") located in Ontario, Canada since 1!
LDl is one of only two primary producers of palladi in the world, and is currently undergoing a magpansion to increase production
reduce cash costs per ounce.

The Company is expanding the underground LDI minansition from mining via ramp access to minigg shaft while utilizing bulk minin
methods. Through the utilization of the shaft amtklmining methods, operations are expected to fiteltem increased mining rates &
decreased operating costs, transforming LDI intmnacost producer with a rising production profile.

The Company has significant exploration potentedmthe LDI mine, where a number of growth tardetee been identified, and is engage
an exploration program aimed at increasing itsgolilim reserves and resources. As NAP pursuesgnir growth strategy through the 1
mine expansion, exploration will continue to beey Kocus for the Company for many years to comeaAsstablished palladiupiatinurn
group metal (“PGM”)producer with excess mill capacity on a permittedpprty, NAP has potential to convert exploratiarccess int
production and cash flow on an accelerated timeline

NAP trades on the TSX under the symbol PDL ancherNYSE MKT under the symbol PA
FIRST QUARTER REPORT 201
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OPERATIONAL HIGHLIGHTS
Mining

Tonnes ore mine

Palladium head grade (g
Milling

Tonnes ore mille

Palladium head grade (g

Palladium recovery (%
Payable production

Palladium (oz

Platinum (oz

Gold (0z)

Nickel (Ib)

Copper (Ib)
Realized palladium price per ounce (US$)
Cash cost per ounce palladium sold (US$

FINANCIAL HIGHLIGHTS
($000s except per share amoul

Revenue
Expenses
Production cost
Smelting, refining and freigt
Royalty
Depreciation and amortizatic
Exploration
General and administratic
Income from mining operations
Earnings
(Loss) income from continuing operatic
(Loss) Income from continuing operations per si
Net loss
Net loss per share
Adjusted net (loss) income!
EBITDA 1
Adjusted EBITDA 1
Capital spending, continuing operations

FINANCIAL CONDITION

Three months ended March

2013 2012
540,69 532,42°
3.1 3.3
503,58! 519,94
3.3 3.2
80.1 77.2
38,65¢ 41,76(
2,84 2,59¢
3,001 2,74¢
391,50¢ 392,29°
701,92: 635,62
$ 73C $ 661
$ 49 $ 38C

Three months ended March

2013 2012
$ 47,09( $ 41,58(
28,94 25,39¢
3,80z 2,97¢
2,50¢ 1,59
6,08t 3,79
4,84( 3,18¢
2,91: 3,30¢
5,12¢ 7,82¢
(5,357 147
$ (0.09 0.0C
(2,849 (92€)
$ (0.02) $ (0.0
(834) 3,331
2,93 4,99¢
7,46( 8,17¢
38,06¢ 37,21(

($000s.
Net working capita

Cash balanc
Shareholder equity
Total debt

Nor-IFRS measure. Please refer to I-IFRS Measures on pages-20.
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As at March 31

As at December &

2013 2012
$ 1,18¢ $ 32,56
23,49 20,16¢
245,41 246,90(
152,94! 130,39}
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In the first quarter of 2013, 540,694 tonnes ata@rage grade of 3.1 g/t palladium were mined coethto 532,427 tonnes at
average palladium grade of 3.3 g/t in the priory

The mill processed 503,585 tonnes of ore at anageepalladium head grade of 3.3 grams per tonneaaiedovery of 80.1%
produce 38,654 ounces of payable palladium initseduarter of 201

Revenue increased to $47.1 million in the firstrtpraof 2013 primarily due to greater quantitiespafyable metals sold, mt
favorable exchange rates and higher realized pficgzsalladium.

Operating expenses increased to $28.9 millionerfitlst quarter of 2013 from $25.4 million in theqy year period primarily due
increased milling, surface and stockpile miningtsoand inventory and other adjustments partialliseif by a decrease
underground mining cost

In the first quarter of 2013, capital expendituiesn continuing operations totaled $38.1 milliorttv$31.7 million spent on the L
mine expansion including $2.3 million of capitatizéenterest and an additional $6.4 million spentnyanily on the tailing
management facility

On January 22, 2013, Dave Langille was appointetfGFinancial Officer of the Company. Mr. Langille a seasoned finar
executive with a solid track record of optimizingerations to improve margins, along with merger aogluisition experience, a
raising capital through a broad range of capitaikeiaproducts

On February 19, 2013, the Company filed on SEDARagional Instrument 4301 technical report for the LDI property, wh
includes an initial mineral reserves estimate amdesibility Study for Phase | of the Offset Zo

On March 22, 2013, the Company sold its Quebec dolidion for gross proceeds of $18.0 million irskbal.5 million commc
shares of Maudore and $1.8 million of receivabletory amounts

Effective March 25, 2013, Phil du Toit was appothteresident and Chief Executive Officer of the Camp Mr. du Toit is a
accomplished mining executive with a proven tramtord for executing on his management mandatebmmgs significant proje
management expertis

On May 6, 2013, the Company issued a news releddessing revisions to 2013 guidance for the CompArcopy of the new
release has been filed with Canadian provincialistes regulatory authorities and is availablevatw.sedar.com

FIRST QUARTER REPORT 201
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PALLADIUM OPERATIONS —OPERATING, CAPITAL EXPENDITUR ES & FINANCIAL RESULTS

The LDI mine consists of an open pit, an undergdoonine, and a mill with a processing capacity gfragimately 15,000 tonnes per day.
primary deposits on the property are the Roby Zgmen pit, the underground Roby Zone and the undengl Offset Zone, all dissemina
magmatic palladium-platinum group metal deposits.

Operating Results
The key operating results for the Palladium operatiare set out in the following table.

Three months ended March

2013 2012
Ore mined (tonnes)
Undergrounc
Roby 143,03’ 170,31
Offset 102,61¢ 49,62(
245,65t 219,93
Surface
Open pit 290,36 280,67(
High grade stockpil 0 5,36¢
Low grade stockpils 4,66¢ 26,45¢
295,03 312,49
Total 540,69:- 532,42°
Mined ore grade (Pd g/t)
Undergrounc
Roby 4.3 5.4
Offset 3.8 4.¢
4.1 5.2
Surface
Open pit 2.4 2.C
High grade stockpil 0.C 1.8
Low grade stockpils 1.C 1.C
2.4 1.6
Average 3.1 3.2
Milling
Tonnes of ore mille 503,58! 519,94
Palladium head grade (g 3.3 3.2
Palladium recoveries (¥ 80.1 77.2
Tonnes of concentrate produc 4,50z 4,56¢
Total cost per tonne mille $ 57 $ 49
Payable production
Palladium (oz' 38,65 41,76(
Platinum (oz, 2,84 2,59¢
Gold (0z) 3,001 2,74¢
Nickel (Ibs) 391,50¢ 392,29
Copper (Ibs’ 701,92: 635,62:
Cash cost per ounce of palladium sold (Ut $ 49C $ 38C

Nor-IFRS measure. Please refer to I-IFRS Measures on pages-20.
FIRST QUARTER REPORT 201
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Mining
Ore mined at LDI during the first quarter of 201@sisted of 540,694 tonnes at an average gradelaf/Bpalladium compared to 532,
tonnes at an average palladium grade of 3.3 dftdrprior year. The increase in tonnage mined t820as primarily due to more tonnes mi
at the Offset zone and the open pit partially affsefewer tonnes from the Roby zone and the highlaw grade stockpiles. The average g
of ore mined decreased primarily due more tonnasdérground ore mined at a lower grade partidfised by fewer tonnes of stockpile ore

a higher grade compared with the prior year. Treeromed in the Offset zone in the first quarter26fL3 was at grades anticipated by
Company for that section of the ore body.

Milling

During the first quarter of 2013, the LDI mill pe&sed 503,585 tonnes of ore at an average pallduiaich grade of 3.3 grams per tonne &
recovery of 80.1% to produce 38,654 ounces of paypdlladium (2012 519,944 tonnes milled, average palladium head goade2 gram
per tonne, palladium recovery of 77.2%, produced/@d ounces of payable palladium). The higher mg@ttovery was primarily due
improvements in the mill which increased recoveoynpared with the prior year and the higher aveqaaadium head grades proces
Payable metal production was impacted by a newtsmabntract which pays a lower percentage of ¢goathmetal compared to the contrac
the prior year.

Production costs of $57 per tonne milled in thetfiquarter were higher, compared to $49 per tonritke same quarter last year. The incr
was primarily due to increased production cost20t3 combined with lower tonnages milled comparétth whe prior year. As the mill h
excess capacity relative to the mining rate, itrapes on a two-week on/ tweeek off schedule. Please refer to the productastscsection «
this MD&A for additional details.

Cash Cost per Ounce of Palladium Sold

The cash cost per ounce of palladium sold incress&i#5$490 in the first quarter of 2013 compared)8$380! per ounce in the prior ye
Cash cost per ounce of palladium sold is a non-IRiR&sure and the calculation is provided in the-NdRS Measures section of this MD&
The increase in cash cost per ounce of palladiu20iB8 was primarily due to increased productioneling, refining and freight costs &
royalty expense partially offset by higher pseduct metal revenues and the effect of more gayadiladium sold compared with 2012. Ple
refer to the LDI revenue, production costs, smgltiefining and freight costs and royalty experesgtions of this MD&A for additional details.

' Nor-IFRS measure. Please refer to I-IFRS Measures on pages-20.

Capital expenditures

The LDI mine continues its transition from miningderground by ramp to mining by shaft while conitirguto utilize bulk mining methoc
The Company expects that shaft mining will allowmamic access to deeper mineralized zones at Ipmduction costs than ramp mining.

In the first quarter of 2013, capital expenditufieen continuing operations totaled $38.1 milliomguared with $37.2 million in 2012. Of t
$38.1 million, $31.7 million was spent on the LDin@a expansion including: $10.4 million on shaftkéig and infrastructure to extend the s
225 metres to the 670 metre level; $4.3 millionerel access and vertical development; $4.0 milbarsurface and underground construc
$2.5 million on procurement; $1.9 million on paesd maintenance; $1.3 million on capitalized exaion expenditures; $2.9 million

general and administration, indirects and equipnebatgebacks; $2.3 million for capitalized interest and, $million for other developme
costs. The Company spent an additional $6.4 miliorcapital which included $5.5 million for theltags management facility. As at May
2013, the shaft was at a depth of 695 metres.

FIRST QUARTER REPORT 201
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Income from mining operations for the Palladiummapiens is summarized in the following table.

($000s’
Revenue

Mining operating expenses
Production cost

Mining — surface and stockpi

Mining — undergrounc
Milling

General and administratic

Inventory and other

Smelting, refining and freight cos

Royalty expens

Depreciation and amortizatic

Loss on disposal of equipme
Total mining operating expens
Income from mining operations

Three months ended March

2013 2012
$ 47,09 $ 41,58(
$ 6,48¢ $ 4,95¢

12,96: 14,25:

7,67 5,77¢

1,76¢ 1,701

28,88: 26,68¢

59 (1,292

28,94 25,39«

3,80z 2,97¢

2,50¢ 1,59¢

6,06¢ 3,74

62¢ —
$ 41,94 $ 33,71
$ 5,14t $  7.87(

The Company has included income from mining openatias an additional IFRS measure to provide théerewith information on the acti
results of the LDI operations.

Revenue

Revenue is affected by sales volumes, commoditgepriand currency exchange rates. Metal sales fdrat® recognized in revenue
provisional prices when delivered to a smeltertfeatment or a designated shipping point. Finalipgi is determined in accordance with LI’
smelter agreements. In most cases, final pricindetermined two months after delivery to the smdle gold, nickel and copper and f
months after delivery for palladium and platinunme$e final pricing adjustments can result in addal revenues in a rising commodity p
environment and reductions to revenue in a dedimiommodity price environment. Similarly, a weakenin the Canadian dollar relative
the U.S. dollar will result in additional revenusmsd a strengthening in the Canadian dollar williiteis reduced revenues. The Company el
into financial contracts for past production detae to the smelter to mitigate the smelter agre¢sh@novisional pricing exposure to rising
declining palladium prices and an appreciating @aradollar. These financial contracts represent@® ounces of palladium as at March
2013 (December 31, 201255,000 palladium ounces) and mature from April 2€ir®ugh May 2013 at an average forward price o$&F%
per ounce of palladium (December 31, 2012S$640 per ounce). For substantially all of thdgoiim delivered to the customers undel
smelter agreements, the quantities and timing tifesgent specified in the financial contracts mafictal pricing settlement periods. T
palladium financial contracts are being recogniaaca mark-tomarket basis as an adjustment to revenue. Therdhie of these contracts
March 31, 2013 was a liability of $2.9 million imcled in accounts payable and accrued liabilitiesc@nber 31, 2012 — $3.2 million).

Revenue for the three months ended March 31,

Sales volumév

Realized price (US§®
Revenue before price adjustment ($0(
Price adjustment ($000s
Commodities
Foreign exchang
Revenue ($000:s

Palladiun  Platinur Gold Nickel Copper Total
39,76( 2,90 3,07¢ 391,50t 712,27 n.a
73C 1,63( 1,64 3.6( n.a
30,12¢ 4,73¢ 4,99: 3,081 2,56/ 45,55(
1,27¢ (29) (84) 1,37(
(187) 10€ 46 17C
31,21+ 5/14: 5,06¢ 3,09/ 2,52¢ 47,09(
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@ Quantities and prices are per ounce for palladpplatinum and gold and per pound for nickel and eof

Revenue for the three months ended March 31,

Palladiun  Platinun Gold Nickel Coppet Other: Total

Sales volumé) 38,94¢ 243t 257/ 369,39: 597,52 n.a n.a
Realized price (USY® 67z 158t 1,67 8.7¢ 3.77 na n.a
Revenue before price adjustment ($0( 26,58. 4,03¢ 4,37¢ 3,20¢ 2,29¢ 187 40,68
Price adjustment ($000s

Commodities 687 1,05/ 437 (16€) 231 23 2,26¢

Foreign exchang (868) (179 (172 (86) (65) (5) (1,379
Revenue ($000:s 26,400 4,91¢ 4,64: 2,95¢ 2,46( 205 41,58(

@ Quantities and prices are per ounce for palladpiatinum and gold and per pound for nickel and ewf

The increased revenue in the first quarter of 20a8 primarily due to greater quantities of payabktals sold, more favorable exchange |
and higher realized prices for palladium and platinpartially offset by lower realized prices fockel, copper and gold. Payable palladiut
the first quarter of 2013 was impacted by a newl&neontract which pays a lower percentage of @ioed metal compared to the previ
contract in the prior period.

Spot Metal Prices* and Exchange Rates
For comparison purposes, the following table satspot metal prices and exchange rates on the dated.

Mar -31 Dec-31 Sep-30 Jun-30 Mar-31 Dec-31 Sep-30 Jun-30
2013 2012 2012 2012 2012 2011 2011 2011
Palladium — US$/0z $ 77C $ 69¢ $ 64z $ 57¢ $ 651 $ 63€ $ 614 $ 761
Platinum- US$/o0z $ 157¢ $ 152 $ 1666 $ 142t $ 164C $ 1381 $ 1511 $ 1,727
Gold- US$/oz $ 159 $ 166/ $ 1,77¢ $ 159 $ 1665 $ 1578 $ 1,62( $ 1,50¢
Nickel - US$/Ib $ 750 $ 77E $ 84 $ 74 $ 791 $ 828 $ 83C $ 10.4¢
Copper- US$/Ib $ 34 $ 35 $ 378 $ 34 $ 38 $ 34 $ 322 $ 4.2
Exchange rate (Bank of Canada) — CDN$1 =
uUs$ US$ 0.9¢ USE 1.01 USE 1.0z US$ 0.9¢ USE 1.0C USE 0.9¢ USE 0.9¢ USE 1.04

* Based on the London Metal Exchar

Operating Expenses from Continuing Operations
Production costs

For the quarter ended March 31, 2013, operatingresgs were $28.9 million, compared to $25.4 miliiorthe prior year period. The $:
million increase in operating expenses in 2013 pravarily due to a $1.9 million increase in millimgsts, a $1.5 million increase in surl
and stockpile mining costs, a $1.4 million increas&ventory and other adjustments partially offisg a $1.3 million decrease in undergro
mining costs.

Tonnes of open pit mineralized material mined iasegl a modest 3% in 2013 compared with 2012. Torease in cost for surface :
stockpile mining were primarily due to a $0.6 nailiincrease in salaries and wages, a $0.5 millhenease in contractor costs and a
million increase in fuel cost all related to an @iddal open pit contractor crew and the relatedts@ssociated with internal surface ore r
handling costs in the first quarter of 2013 compdaoe2012.

FIRST QUARTER REPORT 201
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Underground mining costs decreased in the firsttquaf 2013 despite 12% more tonnes mined undargt@rimarily due to $3.3 millic
lower contractor costs related to higher utilizataf company personnel partially offset by $0.9lionl higher power costs, $0.4 million hig!
salaries and wages, $0.4 million increased infillidg and $0.4 million higher parts and supplesassociated with the higher tonnes m
from underground and increased labour rates artrlllion restoration costs.

Despite slightly fewer tonnes milled, milling costereased primarily due to a $0.9 million SAG nfiitler replacement in 2013, a $0.5 mill
increase in power related to a nyidar 2012 power increase and increased grindieg atd a $0.4 million increase in reagents whigbrawec
overall grade recovery.

Inventory and mining costs increased in 2013 prilpaue to a $1.9 million change in concentrateeimory (2013 drawdown compared 1
build-up in 2012) partially offset by a $0.8 miltionsurance recovery in 2013 related to the watiows in 2012.

Smelting, refining and freight costs

Smelting, refining and freight costs for the quageded March 31, 2013 were $3.8 million compare&3.0 million in the same period
2012, a 28% increase. The increase over the pegar was primarily due to higher quantities of netsdld, higher smelting and refin
charges associated with the current smelter castigmmpared to the previous contract and highegHtecosts associated with an over:
customer.

Royalty expense

For the quarter ended March 31, 2013, royalty egpewas $2.5 million compared to $1.6 million in #zene period in 2012. The increase
primarily due to higher payable metal prices foltggium partially offset by higher smelting, refitg and freight costs.

Depreciation and amortization

Depreciation and amortization for the quarter endetch 31, 2013 was $6.1 million compared to $3ilfian for the quarter ended March :
2012. The increase over the prior year was primaie to a significant increase in depreciable taszesociated with the LDI mine expan:
including the Offset zone and tailings managemaditifies and higher production.

OTHER EXPENSES

Exploration

Exploration expenditures for the quarter ended M&t, 2013 were $4.8 million (20123.2 million) exclusive of an additional $1.3 rah of
Offset zone exploration which was capitalized. I&f $4.8 million expense in 2013, $2.2 million wperst on the Sheriff, North VT Rim, Soi
VT Rim and South LDI near mine targets and $1.8iomlwas spent on greenfields targets including WWad Lake, Demers Lake, Chisam
and North LDI properties. In the first three monttif013, 15,105 metres of exploration drilling velme with 10,143 on near mine targets
4,962 on greenfields properties.

Interest expense and other costs

Interest expense and other costs for the quartedeiarch 31, 2013 was $2.2 million compared td $dillion in the prior year. The incre¢
was primarily due to a $0.9 million increase inealized loss on palladium warrants and a $0.4 anillncrease in longerm debt accretic
expense.

FIRST QUARTER REPORT 201
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GOLD OPERATIONS

On March 22, 2013, the Company sold NAP Quebegfoss proceeds of $18.0 million in cash, 1.5 millmmmmon shares of Maudore .
$1.8 million of receivable inventory amounts. Fandncial Statement purposes, NAP Quebec has beatedr as a discontinued operation (
for sale) in 2013 and 2012. The Company has redo&#5 million income from discontinued operatioms;luding a gain on disposal
discontinued operations of $1.5 million, for theipd ended March 31, 2013 compared to a loss framwodtinued operations of $1.1 milli
for the period ended March 31, 2012.

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

SUMMARY OF QUARTERLY RESULTS

(expressed in thousands of Canadian dollars exezpthare amount

2013 2012 2011
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2

Revenue $ 47,09C $ 42,36¢ $ 36,197 $ 40,567 $ 41,58C $ 37,20¢ $ 32,68¢ $ 44,32
Production cost 28,941 23,931 24,257 27,21« 25,39« 25,99( 22,497 21,13:
Exploration expens 4,84( 5,961 2,60¢ 2,76¢ 3,18¢ 2,39( 1,742 3,88:
Capital expenditure 38,06¢ 41,81( 34,08¢ 32,07 37,21( 44.,44¢ 39,67 31,45(
Net income (loss) from continuir

operations (5,357 (3,739 (5,909 (1,909 147 (4,349 35€ 10,74¢
Cash provided by (used in) operatic 3,16t 39,04: 5,17¢ 4,83: 7,64¢ (147) 16,23: 6,36
Cash provided by (used in) financing

activities 17,09¢ 2,29¢ 35,28( 46,71 6,201 69,43: 71 7,891
Cash provided by (used in) investing

activities (37,079  (41,83) (33,869 (31,829 (37,13) (43,869 (38,82) (30,999
Net income (loss) per share frc

continuing operation

- basic and dilute $ (009 $ (002 $ (00 $ (0O $ oO00OC $ (0.0 $ (0.00) $ 0.07
Net income (loss) per shs
- basic and dilute $ (002 $ (002 $ (00) $ (001 $ (0.0 $ (0.0 $ (0.00) $ 0.07

Cash provided by (used in) operations

prior to changes in non-cash workin

capital per shar! 0.0z 0.0z 0.0C 0.0z 0.04 (0.00 0.0z 0.0¢
Tonnes millec 503,58¢ 511,22¢ 504,02: 528,06 519,94: 531,82! 442,25! 377,85
Palladium sold (ounce: 39,76( 44,39¢ 36,21¢ 42,28t 38,94¢ 35,11¢ 34,52« 46,36:

Nor-IFRS measure. Please refer to I-IFRS Measures on pages-20.
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FINANCIAL CONDITION, CASH FLOWS, LIQUIDITY AND CAPI TAL RESOURCES

Sources and Uses of Cash

Three months ended March

($000s’ 2013 2012

Cash provided by operations prior to changes incash working capital $ 3,031 $ 6,662
Changes in nc-cash working capite 134 982
Cash provided by operatio 3,16t 7,64¢
Cash provided by financir 17,09¢ 6,201
Cash used in investir (37,079 (37,13)
Decrease in cash from continuing operati (16,817 (23,285
Net change in cash attributable to discontinuedaifmns 20,14 (8,959
Increase (decrease) in cash and cash equivz $ 3,32 $ (32,240

Operating Activities

For the quarter ended March 31, 2013, cash provigegperations prior to changes in noash working capital was $3.0 million, compare
$6.7 million in the prior year quarter. The deceeasms primarily due to the $5.4 million net los2013 partially offset by a $2.3 million non-
cash increase in depreciation and amortization.

During the first quarter of 2013, changes in mash working capital resulted in a source of cds$0dl million compared to $1.0 million in t
prior year. The 2013 source of $0.1 million wasraiily due to an increase in accounts payable & 88llion partially offset by an increase
accounts receivable of $4.1 million.

Financing Activities and Liquidity

For the quarter ended March 31, 2013, financingviéies provided cash of $17.1 million consistinginparily of $23.0 million from
drawdown on the credit facility less $4.6 millionda$1.3 million for interest paid and repaymentsapital lease obligations respectively. -
compared to cash provided by financing activitie$&2 million in the prior year period consistipgmarily of an $11.2 million drawdown
the credit facility partially offset by $3.6 millibinterest paid on long-term debt and repayme#tlof million of capital leases obligations.

Investing Activities

For the quarter ended March 31, 2013, investiniyities used $37.1 million of cash primarily due @dditions to mining interests of $3
million. For the quarter ended March 31, 2012, stirgy activities required cash of $37.1 millionrparily due to additions to mining intere
of $37.2 million. Refer to the capital expenditgseetion of this MD&A for additional details.
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Liquidity and Capital Resources

As at March 31, 2013, the Company had cash and eqsivalents of $23.5 million compared to $20.2lio1l as at December 31, 2012. °
increase was due primarily to the sale of the gilision, credit facility utilization and cash frooperations partially offset by investmen
LDI's mine expansion. The funds are invested inrstesm interest bearing deposits at a major Camadhartered bank.

The Company has, subject to a borrowing base c&f5$60.0 million credit facility that is secured bgrtain of the Compang’account
receivables and inventory and may be used for wgrkapital liquidity and general corporate purpcesed is due July 5, 2013. Under the ci
agreement, the Company utilized US$17.0 millionlé&ters of credit primarily for reclamation degssand has taken a drawdown of US$
million, fully utilizing the credit facility as aMarch 31, 2013.

The Company also has a $15.0 million lease fadititfund equipment for the LDI mine expansion, dfieth $14.0 million had been utilized
at March 31, 2013. Please also see the contramilightions below for additional commitments.

The Company’s anticipated operating cash flows exigting cash resources are not expected to béisuff to fundcapital expenditure
relating to the shaft construction anticipatedtfer remainder of 2013 and as a result the Compalhypeed to raise additional funds for th
expenditures. While the Company is pursuing varitmencing alternatives and believes the debt andtg markets are currently available
finance its funding requirements, the certaintgampleting a financing cannot be assured at this. tif sufficient financing is not obtained
will have a material negative impact on the Compmoyperations.

In November 2012, the Company issued 2.4 millieavfthrough common shares at a price of $1.65 per gbamet proceeds of $3.6 millic
The Company is required to spend the gross procekd@zl.0 million on eligible exploration and minew&lopment expenditures, wh
expenditures were renounced to investors for tHe 28x year. As at March 31, 2013, the full grosscpeds had been spent.

On July 31, 2012, the Company completed an offecing3,000 convertible unsecured subordinated debes of the Company at a price
$1,000 per debenture, for total gross proceed€8f0bmillion ($40.8 million net proceeds). The detoees mature on September 30, 2017
bear interest at a rate of 6.15% per year, paysdaeiannually. At the option of the holder, the debeesumay be converted into comn
shares of the Company at any time prior to matuattya conversion price of $2.90 per common shafeh®©net proceeds of $40.8 milli
$33.9 million has been allocated to loregm debt with the remaining portion of $6.9 mifliallocated to the conversion feature and recoin
equity. If all of the convertible debentures weoawerted into common shares, 14,827,586 additiom@mon shares would be issued.

On April 30, 2012, the Company issued 11.3 millilanv-through common shares at a price of $3.10 per sharet proceeds of $32.8 millic
The Company is required to spend the gross procee@85.0 million on eligible exploration and mimkevelopment expenditures, wh
expenditures are expected to be renounced to reefelr the 2012 tax year. As at March 31, 2018 fthl gross proceeds had been spent.

During the second quarter of 2012, LDI signed adkyear smelting and refining contract for the mgjmf the mines concentrate. This ne
contract has higher smelting and refining charhas the previous contract, but has a shorter paypeiod, which has enabled the Comg
to reduce its investment in working capital.

Contractual Obligations
Contractual obligations are comprised as follows:

As at March 31, 201 Payments Due by Peric

($000s, Total 1-3 Years 3-5 Year: 5+ Year
Finance lease obligations $14,09¢ $ 9,007 $5,08¢ $ —
Operating lease 5,722 4,94( 782 —
Purchase obligatior 74,26¢ 74,26¢ — —

$94,08: $88,21: $5,87] $ —
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In addition to the above, the Company also hast asieement obligations at March 31, 2013 in theoant of $15.3 million for the LDI min
The Company obtained letters of credit of $14.1liaml as financial surety for these future outlags. a result, $1.2 million of funding
required prior to or upon closure of these properti

Contingencies and Commitments
Please refer to notes 16 and 18 of the Companpan€ial Statements.

Related Party Transactions
There were no related party transactions for thimgended March 31, 2013.

OUTSTANDING SHARE DATA

As of May 3, 2013, there were 178,365,031 commameshof the Company outstanding. In addition, thexee options outstanding pursuar
the Amended and Restated 2010 Corporate Stock ptem entitling holders thereof to acquire 3,429,4ommon shares of the Company
weighted average exercise price of $3.68 per shareonjunction with $72.0 million of convertibleedentures issued in 2011, a pallac
warrant consisting of 0.35 of an ounce of palladatha strike price of US$620 per ounce was issuiéd @ach $1,000 convertible deben
representing an aggregate of 25,200 ounces ofdiatta On the exercise of all of the palladium watsa the Company has the optior
financially settling the warrants with either cashcommon shares. Using the March 31, 2013 closiage price, the Company estimates
the number of common shares which would have beguined is settle the warrants was approximates;&&7 common shares.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Critical accounting policies generally include psttes that are highly uncertain and for which cleanigp those estimates could mater
impact the Company’s financial statements. Thefailhg accounting policies are considered critical:

a.

Going Concern

The Financial Statements have been prepared oling goncern basis which contemplates that the Coppall continue in operatic
for the foreseeable future and will be able toiresaits assets and discharge its liabilities inthemal course of business. As at Marct
2013, the Company had a cash balance of $23.5midnd a working capital surplus of approximately2$million. The Companyg’
credit facility, which was fully drawn on March 32013, expires in July 2013. The Compangnticipated operating cash flows
existing cash resources are not expected to beisuff to fund capital expenditures relating to aft construction anticipated for
remainder of 2013 and as a result the Companyn&éd to raise additional funds for these experebtuhile the Company is pursu
various financing alternatives and believes thet deldl equity markets are currently available taffice its funding requirements,
certainty of completing a financing cannot be asduat this time. Accordingly, these conditions haesulted in a material uncertai
that casts substantial doubt about the Compamyility to continue as a going concern. The FRinStatements do not inclu
adjustments to the carrying values and classificatiof recorded assets and liabilities and releg@dnues and expenses that migt
necessary should the Company be unable to cordgisiaggoing concern.

Use of estimates

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

Certain assumptions are dependent upon reservesh wépresent the estimated amount of ore thatbesaeconomically and lega
extracted from the Comparsyproperties. In order to estimate reserves, assamspare required about a range of geologicahrteal an
economic factors, including quantities, gradesdpobion techniques, recovery rates, productionsgdsansportation costs, commo
prices and exchange rates. Estimating the quaatiyfor grade of reserves requires the size, shagedapth of ore bodies to
determined by analyzing geological data such dkndrisamples. This process may require complexdiffitult geological judgments
interpret the data. Estimates and underlying astong are reviewed on an ongoing basis. Revisiang&dcounting estimates
recognized in the period in which the estimatesavesed and in any future periods affected.
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Because the economic assumptions used to estires¢eves change from period to period, and becaddiéiomal geological data
generated during the course of operations, estsnaiteeserves may change from period to periodn@és: in reported reserves r
affect the Company’s financial results and finahpi@sition in a number of ways, including the foling:

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

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

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

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

I mpairment assessments of long-lived assets

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

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

The recoverable amount of an asset or cash-gemgnatiit is the greater of its “value in uségfined as the discounted present valt
the future cash flows expected to arise from itstioniing use and its ultimate disposal, and itér‘falue less costs to seldefined as tr
best estimate of the asseselling price less costs of disposal. In assgssitue in use, the estimated future cash flowsd@eounted t
their present value using a peex discount rate that reflects current marketsssents of the time value of money and the risksifip tc
the asset.

An impairment loss is recognized in the Consolidé&atements of Operations and Comprehensive Etiss €arrying amount of an as
or its CGU exceeds its estimated recoverable amdinet recoverable amount of an asset is the highies fair value less costs to sell
its value in use.

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

Depreciation and amortization of mining interests

Mining interests relating to plant and equipmenining leases and claims, royalty interests, an@rottevelopment costs are recorde
cost with depreciation and amortization providedfmunit-ofproduction method over the estimated remaining esioé palladium to k
produced based on the proven and probable reservasthe event that the Company is mining resesiran appropriate estimate of
resources mined or expected to be mined.
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Mining interests relating to small vehicles andtaer machinery with a determinable expected life i@corded at cost with deprecia
provided on a straighHine basis over their estimated useful lives, raggirom three to seven years, which most closelleats the
expected pattern of consumption of the future envadenefits embodied in the asset. Stralgtg-depreciation is calculated over
depreciable amount, which is the cost of an akssg,its residual value.

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

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

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

Revenue recognition

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

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

disclosed separately from initial revenues in thes to the financial statements.

Asset retirement obligations

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

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

The liability for each mine site is accreted oviene and the accretion charges are recognized a@saack cost in the Consolida
Statements of Operations and Comprehensive Losslidhility is subject to reneasurement at each reporting date based on chin
discount rates and timing or amounts of the castetincurred. Changes in the
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liability, other than accretion charges, relatireg hine rehabilitation and restoration obligatiomdjich are not the result of curn
production of inventory, are added to or deducteunfthe carrying value of the related asset re@mntost in the reporting peri
recognized. If the change results in a reductiothefobligation in excess of the carrying valuelef related asset retirement cost,
excess balance is recognized as a recovery thyonadit or loss in the period.

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

IAS 1 Presentation of Financial Statements

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

I AS 19 Employee Benefits

The standard is amended to reflect significant geario recognition and measurement of defined igr@ision expense and termina
benefits, and provides expanded disclosure reqeinésn The amendment is effective for annual permstgnning on or after January
2013. This amendment did not impact the condenttediin consolidated financial statements of the Gany.

Scope of a Reporting Entity

The following IFRS standards are introduced and $&hdards amended accordingly, effective for rippiyears beginning on or af
January 1, 2013. These standards and amendmentstdidpact the Company’s condensed interim codat#d financial statements:

IFRS 10 Consolidated Financial Statements

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

IFRS 11 Joint Arrangements

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

IFRS 12 Disclosures of I nterestsin Other Entities

This standard sets out the disclosure requirenfententities reporting under IFRS 10 and IFRS 1Iid seplaces the disclosi
requirements currently found in IAS 28, Investmentéssociates.

| AS 27 Consolidated and Separate Financial Statements

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

IFRS 13 Fair Value Measurement

The new standard provides a single source of ga&lan how to measure fair value where its useréady required or permitted by ot
IFRS and enhances disclosure requirements forrrdton about fair value measurements. The standaetfective for reporting yee
beginning on or after January 1, 2013. Disclostegsired under this amendment have been includéteiCompanys condensed interi
consolidated financial statements.
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IFRIC 20 - Stripping Costsin the Production Phase of a Surface Mine

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

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

New Standards and Interpretations Not Yet Adopted

The following new standards, amendments to stasdand interpretations are not yet effective or hatherwise not yet been adoptec
the Company. The Company is evaluating the impaey, adoption of the standards will have on th&closures in the Comparsy’
condensed interim consolidated financial statements

IFRS 9 Financial I nstruments: Classification and Measurement

This is the first part of a new standard on cléssifon and measurement of financial assets thdt replace IAS 39, Financi
Instruments: Recognition and Measurement. IFRSs\wa measurement categories: amortized cost andafae. All equity instrumen
are measured at fair value. A debt instrument @snadrtized cost only if the entity is holding it ¢ollect contractual cash flows and
cash flows represent principal and interest. Otisawit is at fair value through profit or loss. Apdate to IFRS 9 includes guidance
financial liabilities and derecognition of finantiastruments. This standard and the related upaiaeffective for years beginning or
after January 1, 2015.

IAS 32 Financial Instruments: Presentation

This standard is amended to clarify requirementoftsetting of financial assets and financial ilidies. The amendment is effective
annual periods beginning on or after January 14201

RISKS AND UNCERTAINTIES

In addition to the risks and uncertainties discdssihin the Company’s most recent Form B@nnual Information Form on file with the SI
and Canadian provincial securities regulatory atties and the Compang’Short Form Base Shelf Prospectus filed on Feprl@r2013, th
reader should also consider the following risk des:t

Going Concern Risk- The Company ability to continue operations and exploratior atevelopment activities (including the LDI m
expansion) as a going concern is dependent upaiiitty to raise additional capital to (i) fundetlcapital expenditures required to continue
LDI mine expansion to the end of 2013 and (ii) seplae credit facility when it becomes due on Jujy2813 (unless it is refinanced
commercially reasonably terms). While the Companyursuing various financing alternatives and ebethe debt and equity markets
currently available to finance its funding requiests, there can be no assurance that the Compdingenable to raise additional capital
obtain sufficient financing or that any such finemgcwould be available in a timely manner or omteffavourable to the Company.

Liquidity Risk— The Company may be exposed to liquidity risk, whighthe risk that the Company will not be able teemits financic
obligations as they become due. Despite increaseenues over the prior year period, the Companyriad a net loss from continui
operations of $5.4 million in the first quarter213 and has incurred net losses for each of tiee immediately preceding quarters. In spi
a working capital surplus of approximately $1.2limil as at March 31, 2013, the Companghticipated operating cash flows and existindp
resources are not expected to be sufficient to filnedrepayment of the credit facility when it beesrdue in July 2013 and the caj
expenditures relating to the shaft constructioticadted for the remainder of 2013.
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Financing Risk— The Company ability to secure future financing is depending rmmerous factors, many of which are outside @
Companys control. Inability or failure to obtain additidneapital or generate sufficient cash flows to sfgtits funding requirements col
have a material adverse impact on the Compgariyiancial conditions, operations and ability toow, including delays or indefini
postponements to the LDI mine expansion and thep@owis ability to repay its credit facility when it benes due. If the Company is une
to repay the credit facility when it becomes dine flender would be entitled to enforce the relaeclrity agreement by taking possessic
the pledged collateral. Alternatively, the Compavould have to refinance the credit facility, whiafinancing could be at higher interest r
and may require the Company to comply with more@me covenants which could restrict its businessatpons.

INTERNAL CONTROLS

Disclosure Controls and Procedures

Management is responsible for the information disetl in this MD&A and has in place the appropriafermation systems, procedures
controls to ensure that information used internbilymanagement and disclosed externally is, imalierial respects, complete and reliable.

For the quarter ended March 31, 2013, the Chiet&iee Officer and Chief Financial Officer certifigat they have designed, or caused 1
designed under their supervision, disclosure césmimod procedures to provide reasonable assurhatemiaterial information relating to
Company and its consolidated subsidiaries woulchade known to them by others within those entities.

The disclosure controls and procedures are evauwataually through regular internal reviews whick earried out under the supervision
and with the participation of, the Company’s mamaget, including the Chief Executive Officer and €frinancial Officer.

Internal Control over Financial Reporting

For the quarter ended March 31, 2013, the Chiet&tiee Officer and Chief Financial Officer certifigat they have designed, or caused 1
designed under their supervision, internal contoslsr financial reporting to provide reasonableueessce regarding the reliability of financ
reporting and the preparation of the financialestagnts for external purposes in accordance witlSIFR

There have been no changes in the Comaimfernal controls over the financial reportingttioccurred during the most recent period e
March 31, 2013 that have materially affected, a exasonably likely to materially affect, the Comya internal control over financ
reporting.

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

Under the supervision and with the participatiorttef Chief Executive Officer and the Chief Finah€&4ficer, management performs regt
internal reviews and conducts an annual evaluatfdhe effectiveness of its internal control ovielahcial reporting based on the framewor
Internal Control — Integrated Framework issuedh®y@ommittee of Sponsoring Organizations of thexdway Commission.

OTHER INFORMATION

Additional information regarding the Company isluded in the Company’s Form 40Annual Information Form, which are filed with
SEC and the provincial securities regulatory aities; respectively. A copy of the CompasyAnnual Information Form is posted on
SEDAR website at www.sedar.com. A copy of the Fdf¥F can be obtained from the SEC’s website at vesgvgov.
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NON-IFRS MEASURES

This MD&A refers to cash provided by operationsdsefchanges in nocash working capital, in total and per share, casst per ounce
palladium, adjusted net income, EBITDA and adjusEBITDA which are not recognized measures underdFBuch NornFRS financia
measures do not have any standardized meaningipexsty IFRS and are therefore unlikely to be caraple to similar measures prese
by other issuers. Management uses these measteesally. The use of these measures enables maeagdm better assess performe
trends. Management understands that a number e$tors, and others who follow the Compangérformance, assess performance in this
Management believes that these measures bettectréile Companyg performance and are better indications of itseetqul performance
future periods. This data is intended to providditahal information and should not be considemedsolation or as a substitute for measurt
performance prepared in accordance with IFRS. Bhewing tables reconcile these ndfRS measures to the most directly comparable
measures:

Cash Provided by Operations
(a) Cash Provided by Operations before changes in n-cash working capital

The Company uses this measure as a valuable indichthe Company ability to generate liquidity by producing opémgtcash flow to fun
working capital needs, service debt obligationsl, fumd capital expenditures.

Three months ended March

($000s, 2013 2012
Net income (loss) from continuing operations fa feriod $ (5,359) $ 147
Operating items not involving ca:
Depreciation and amortizatic 6,08t 3,792
Accretion expens 954 54C
Deferred income and mining tax recov: — 1,09¢
Shar-based compensation and employee ber 415 758
Other expense (incom 93€ 33C
Cash provided by operations before changes in n-cash working capital $ 3,031 $ 6,662

(b) Cash Provided by Operations before changes in n-cash working capital per share

Three months ended March

($000s except shares and per share ama 2013 2012
Cash provided by operations prior to changes ircagh working capiti  $ 3,031 % 6,662
Weighted average number of shares outstar— basic 177,450,83 162,924,83
Cash provided by operations prior to changes ireash working capiti

per share $ 0.0z $ 0.04

Cash Cost Per Ounce of Palladium

The Company uses this measure internally to evaliligt underlying operating performance of the Camygar the reporting periods presen
The Company believes that providing cash cost perce allows the ability to better evaluate the Itesof the underlying business of
Company.

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

Reconciliation of Palladium Cash Cost per Ounce

Three months ended March

($000s except ounce and per ounce amol 2013 2012
Production costs including overhead $ 28,94: $ 25,39:
Smelting, refining and freight cos 3,80: 2,97¢
Royalty expens 2,50¢ 1,59¢
Insurance recoveries, net of mine restoration ¢ 317 —
Operational expenst 35,56 29,96:
Less b-product metal revent 15,87¢ 15,18(
$ 19,69: $ 14,78
Divided by ounces of palladium sc 39,76( 38,94¢
Cash cost per ounce (CDN $ 49t $ 38(
Average exchange rate (CDN- USS$) 0.9¢ 1.0C

Cash cost per ounce (US$), net o-product credit: $ 49( $ 38C
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Adjusted net income

The Company uses this measure internally to evalilngt underlying operating performance of the Camggar the reporting periods presen
Providing adjusted net income allows the readeveduate the results of the underlying businesh®@fCompany.

Adjusted net income is a Non-IFRS financial measwiach excludes the following from loss:
. Exploration;
. Loss from discontinued operatiot
. Mine startup costs and closure co
. Asset impairment charges and insurance recovexet
. Mine restoration costs due to flood and retirenpayments

Three Months ended March

($000s’ 2013 2012

Net loss and comprehensive loss for the pe $ (2,849 $ (92§
Exploration 4,84( 3,18¢
(Gain) loss from discontinued operatic (2,509 1,07t
Insurance recoveries, net of mine restoration ¢ (317) —

Adjusted net (loss) income $ (839 $ 3,331

Adjusted EBITDA
The Company believes that EBITDA and Adjusted EBATare valuable indicators of the Compamgbility to generate operating cash flo
fund working capital needs, service debt obligatjaand fund capital expenditures.

EBITDA excludes the impact of the cost of financagivities and taxes, and the effects of changexperating working capital balances,
therefore is not necessarily indicative of opeigpnofit or cash flow from operations as determineder IFRS. Other companies may calci
EBITDA differently. Adjusted EBITDA is a Non-IFRSrfancial measure, which excludes the following frioss:

. Income and mining tax expen:

. Interest and other financing costs (incon

. Depreciation and amortizatio

. Exploration;

. Loss from discontinued operatiot

. Mine startup and closure cos

. Asset impairment charges and insurance recovexet

. One-time costs (mine restoration costs due to floodratitement payment:

Three Months ended March

($000s; 2013 2012
(Loss) income and comprehensive (loss) income tontinuing operations
for the perioc $ (5,35) $ 147

Interest and other financing co: 2,20¢ 1,05¢
Depreciation and amortizatic 6,08t 3,792

EBITDA $ 2,93i 4,99/
Exploration 4,84( 3,18¢
Insurance recoveries, net of mine restoration ¢ (317) —

Adjusted EBITDA $  7,46( $ 8,17¢
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Condensed Interim Consolidated Balance Sheets
(expressed in thousands of Canadian dollars)

(unaudited)
December 3
March 31
Notes 2013 2012

ASSETS
Current Assets
Cash and cash equivale $ 23,49: $ 20,16¢
Accounts receivabl 5 58,03( 53,92:
Inventories 6 16,84« 15,38¢
Other asset 7 9,361 8,44¢
Assets of disposal group classified as held fag 4 — 29,81«
Total Current Asset 107,72¢ 127,74(
Non-current Assets
Mining interests 8 374,15! 343,49.
Total Nor-current Asset 374,15! 343,49.
Total Asset: $ 481,88: $471,23:
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities
Accounts payable and accrued liabilit 10 $ 60,06 $ 58,47
Credit facility 5 37,87( 15,08¢
Current portion of obligations under finance lee 11 2,83¢ 3,711
Provisions 12 — 1,00¢
Taxes payabl 874 874
Current derivative liability 13 4,90: 3,952
Liabilities of disposal group classified as held $ale 4 — 12,07:
Total Current Liabilities 106,54. 95,17.
Non-current Liabilities
Income taxes payab 2,352 2,352
Asset retirement obligatior 9 15,33( 15,21
Obligations under finance leas 11 9,72¢ 9,95¢
Long-term debi 13 102,51 101,63:
Total Nor-current Liabilities 129,92 129,15!
Shareholders Equity
Common share capit 14 777,88 776,63.
Stock options and related surp 9,23¢ 9,12¢
Equity component of convertible debentures, nessifie cost 13 6,931 6,931
Contributed surplu 8,87: 8,87:
Deficit (557,509 (554,66
Total Shareholde’ Equity 245,41° 246,90(
Total Liabilities and Sharehold¢ Equity $ 481,88: $471,23:

Nature of operations and going conc— Note 1
Commitments and contingencies — Notes 16 and 18
See accompanying notes to the consolidated financial statements
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Condensed Interim Consolidated Statements of Opasaand

Comprehensive Loss

(expressed in thousands of Canadian dollars, estepe and per share amounts)

(unaudited)

Revenue

Mining operating expenses
Production cost

Smelting, refining and freight cos
Royalty expens

Depreciation and amortizatic
Loss on disposal of equipme
Total mining operating expens
Income from mining operations

Other expenses

Exploration

General and administratic

Other income

Interest expense and other cc

Foreign exchange lot

Total other expense

(Loss) income from continuing operations before taes

Income and mining tax expen

(Loss) income and comprehensive (loss) income frooontinuing operations for the
period

Income (loss) and comprehensive income (loss) filmmontinued operations for the per

Loss and comprehensive loss for the peric

Loss per share

Basic and dilute:

(Loss) income from continuing operations per shar

Basic and dilutel

Income (loss) from discontinued operations per shar

Basic and dilutel

Weighted average number of shares outstanding

Basic and dilutel

See accompanying notes to the consolidated financial statements
FIRST QUARTER REPORT 201
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Three months ended March

Notes 2013 2012

17 $ 47,09( $ 41,58(
28,94 25,39

3,80z 2,97¢

2,50¢ 1,59¢

6,08t 3,792

62¢ —

41,96¢ 33,75¢

5,12¢ 7,82¢

4,84( 3,18¢

2,91: 3,30¢
(309) (83)

2,20¢ 1,05t

822 21¢

10,48: 7,67¢

(5,357) 147

$ (5,359 % 147

4 2,50¢ (1,075

$ (2,849 % (92¢)

14(d) $ (009 % (0.07)
$ (0.03) $ 0.0C

$ 0.01 $ (0.07)

14(d) 177,450,83 162,924,83
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Condensed Interim Consolidated Statements of ClastsF
(expressed in thousands of Canadian dollars)

(unaudited)

Cash provided by (used in)
Operations
Net (loss) income from continuing operations fa teriod
Operating items not involving ca:
Depreciation and amortizatic
Accretion expens
Deferred income and mining tax recov:
Sharebased compensation and employee ben
Other

Changes in nc-cash working capite

Financing Activities

Credit facility

Repayment of obligations under finance lec
Interest paic

Investing Activities
Additions to mining interests (ne
Proceeds on disposal of mining interests (

Decrease in cash from continuing operati
Net change in cash attributable to discontinuedaijmns

Increase (decrease) in cash and cash equiv:
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe
See accompanying notes to the consolidated financial statements
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Three months ended March

Notes 2013 2012
$ (5357) $ 147
6,08t 3,79z
954 54C
— 1,09¢
14(f) 417 75E
93¢ 33(
3,031 6,662
19 134 983
3,16% 7,64¢
5 23,00( 11,23¢
11 (1,315 (1,446
(4,589 (3,592)
17,09¢ 6,201
(38,06¢) (37,210
99C 79
(37,079 (37,13)
(16,81 (23,28¢)
4 20,147 (8,95%)
3,32t (32,240)
20,16¢ 50,93t
$ 23,49: $ 18,69t
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Consolidated Statements of Shareholders’ Equity
(expressed in thousands of Canadian dollars, estepe amounts)

Balance, January 1, 2012 14

Stock based compensatior
Stocl-based compensation expel 14(b)

Net loss and comprehensive loss for
period ended March 31, 20.

Balance, March 31, 201

Balance, January 1, 20. 14
Common shares issued:
Settlement of obligation relating to
production target 12
Transaction costs related to previous
issuances of common and flahwrougt
shares
Stock based compensatior
Stocl-based compensation expel 14(b)

Net loss and comprehensive loss for
period ended March 31, 20.

(unaudited)
Equity
componen’

of Total

convertible  Contributed shareholders’
Number Capital Stock

Notes of shares stock options debentures surplus Deficit equity
162,851,43 $740,88¢ $7,85¢ $ — $ 8,87: $(488,629 $ 268,99¢
109,50° 28¢ 54C — — — 82:
— — — — — (92€) (92€)
162,960,93 $741,17. $8,39¢ $ — $ 8,87: $(489,55) $ 268,89:
177,127,83 $776,63: $9,12¢ $ 6,931 $ 8,87 $(554,66) $ 246,90(
709,22( 1,00( — — — — 1,00(
— 52 — — — — (52)
245,35: 304 118 — — — 417
_ _ — — — (2,84¢) (2,849
178,082,40 $777,88: $9,23¢ $ 6,931 $ 8,87 $(5657,509) $ 245,41

Balance, March 31, 201

See accompanying notes to the consolidated financial statements
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Notes to the Consolidated Financial Statements
(expressed in thousands of Canadian dollars, exepthare amounts and metal prices)

1. NATURE OF OPERATIONS AND GOING CONCERN

North American Palladium Ltd“NAP”) is domiciled in Canada and was incorporated one®elpér 12, 1991 under the Canadian Bus
Corporations Act. The Company’s 100%-owned subsidalac des lles Mines Ltd. (“LDI").

NAP’s flagship operation is the LDI palladium mine,dted northwest of Thunder Bay, Ontario, which stapproducing palladium in 19¢
The Company is currently expanding the LDI mindrémsition from mining via ramp access to mining gshaft while utilizing bulk minin
methods.

The Company is incurring additional exploration exgitures on other palladium opportunities at Lib¢Juding the Sheriff Zone.

The Company also owned NAP Quebec Mines Ltd. (“N@ebec”),consisting of the Vezza gold mine and Sleeping Giaill located nort
of Val D'or, Quebec. The Company’s other Québased properties consisted of Discovery, Flordiam€ron Shear, Florence, Laflam
Dormex and Harricana.

At December 31, 2012, the Company was committead gtan to market and sell its gold division asgédésposal Group”)through the sale
the shares of its wholly-owned subsidiary NAP Quebe

On March 22, 2013, the Company completed the §al&A® Quebec resulting in the disposition of alllGBivision assets.

The condensed interim consolidated financial statémfor the Company as at March 31, 2013 anchfothiree month period ended March
2013, include the Company and its subsidiary LDIléctively referred to as the “Company”).

These condensed interim consolidated financiaéstahts have been prepared on a going concernwelaisis contemplates that the Comp
will continue in operation for the foreseeable fetand will be able to realize its assets and diggh its liabilities in the normal course
business. As at March 31, 2013, the Company haxsha lsalance of $23.5 million and a working cagstaiplus of approximately $1.2 millic
The Company’s credit facility (note 5), which wadly drawn on March 31, 2013, expires in July 20IBe Companys anticipated operatil
cash flows and existing cash resources are noteegh¢o be sufficient to fund capital expenditurgsiting to the shaft construction anticipe
for the remainder of 2013 and as a result the Compall need to renew its credit facility and acedbe debt and equity markets to fund tl
expenditures. While the Company is pursuing varitmencing alternatives and believes the debt andtg markets are currently available
finance its funding requirements, the certaintycompleting a financing cannot be assured at thig.tiAccordingly, these conditions h:
resulted in a material uncertainty that casts suthistt doubt about the Compasyability to continue as a going concern. The chdatec
financial statements do not include adjustmentheéocarrying values and classifications of recordssets and liabilities and related reve
and expenses that might be necessary should thp&ugnie unable to continue as a going concern.

2. BASIS OF PRESENTATION

Statement of Compliance

These condensed interim consolidated financiaéstahts have been prepared in accordance with &itenal Financial Reporting Stands
(“IFRS”) as issued by the International AccountiStandards Board (“IASB”)applicable to the preparation of these financiateshent:
including 1AS 34, Interim Financial Reporting.
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These condensed interim financial statements shmilcbad in conjunction with the Compasmgnnual financial statements for the year e
December 31, 2012, which have been prepared irr@mece with IFRS as issued by the IASB.

Basis of Measurement

These condensed interim consolidated financiagstahts have been prepared on the historical ce#, lexcept for the following items in 1
condensed interim consolidated balance sheet:

3.

(i)  Accounts receivable and related derivative instnuisiare measured at fair vall
(i) Financial instruments at fair value through profitoss are measured at fair val
(iif) Liabilities for casl-settled shar-based payment arrangements are measured at fiadr.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies disclosed in the Comparsnnual financial statements for the year endeceidber 31, 2012 have been apf
consistently by all Company entities for all pesogresented in these condensed interim consolidatadcial statements, unless othen
indicated.

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

IAS 1 Presentation of Financial Statements

This standard is amended to change the disclogutenas presented in other comprehensive incom&(" including a requirement
separate items presented in OCI into two groupedas whether or not they may be recycled to prafitoss in the future. Tl
amendment is effective for reporting years begignim or after July 1, 2012. This amendment did ingiact the condensed intel
consolidated financial statements of the Company.

| AS 19 Employee Benefits

The standard is amended to reflect significant glkario recognition and measurement of defined berezision expense and termina
benefits, and provides expanded disclosure reqeinésn The amendment is effective for annual pertmstgnning on or after January
2013. This amendment did not impact the condenttediin consolidated financial statements of the Gany.

Scope of a Reporting Entity

The following IFRS standards are introduced and $&&hdards amended accordingly, effective for mampryears beginning on or af
January 1, 2013. These standards and amendmentstdidpact the Company’s condensed interim codat#d financial statements:

|FRS 10 Consolidated Financial Statements

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

IFRS 11 Joint Arrangements

This standard replaces IAS 31, Interests in Jogmtures. IFRS 11 reduces the types of joint arnaegés to two: joint ventures a
joint operations. IFRS 11 requires the use of gaaitounting for interests in joint ventures, ehating the existing policy choice
proportionate consolidation for jointly controlleshtities under IAS 31. Entities that participatejéint operations will follov
accounting much like that for jointly controlledsats and jointly controlled operations under IAS 31
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IFRS 12 Disclosures of | nterestsin Other Entities

This standard sets out the disclosure requirenmfententities reporting under IFRS 10 and IFRS 1Iid seplaces the disclos!
requirements currently found in IAS 28, Investméntéssociates.

| AS 27 Consolidated and Separate Financial Statements

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

IFRS 13 Fair Value Measurement

The new standard provides a single source of ga@an how to measure fair value where its useréady required or permitted by ot
IFRS and enhances disclosure requirements fornrdtion about fair value measurements. The standagffective for reporting yee
beginning on or after January 1, 2013. Disclosueggiired under IFRS 13 for condensed interim cadati#dd financial statements hi
been included in note 15.

IFRIC 20 - Stripping Costsin the Production Phase of a Surface Mine

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

IFRIC 20 is effective for reporting years beginnimg or after January 1, 2013. The adoption of skasdard did not have any impaci
the condensed interim consolidated financial statémof the Company.

New standards and interpretations not yet adopted

The following new standards, amendments to stasdand interpretations are not yet effective or hatherwise not yet been adoptec
the Company. The Company is evaluating the imghetny, adoption of the standards will have on thgclosures in the Comparsy’
condensed interim consolidated financial statements

IFRS 9 Financial Instruments: Classification and Measurement

This is the first part of a new standard on cléssifon and measurement of financial assets thdt replace IAS 39, Financi
Instruments: Recognition and Measurement. IFRSs%\Wwa measurement categories: amortized cost anddfae. All equity instrumen
are measured at fair value. A debt instrument @nadrtized cost only if the entity is holding it ¢ollect contractual cash flows and
cash flows represent principal and interest. Otisawit is at fair value through profit or loss. Apdate to IFRS 9 includes guidance
financial liabilities and derecognition of finantiastruments. This standard and the related upalaeffective for years beginning or
after January 1, 2015.

IAS 32 Financial Instruments: Presentation

This standard is amended to clarify requirementoftsetting of financial assets and financial ligies. The amendment is effective
annual periods beginning on or after January 14201

4. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE

On March 22, 2013, the Company divested of itsr@gein its gold division through the disposal dfaf the shares of its whollgwnec
subsidiary, NAP Quebec. At December 31, 2012, mamagt was committed to a plan to sell the goldsitivi and an active program to loc

a buyer and complete the plan had been initiatsda Aesult, the Company has presented the contadlifiaancial statements to segregate
gold division as discontinued operations and rélditeancial assets and liabilities held for sal@trthose balances relating to the Compsany
continuing operations as at December 31, 2012 antthé period to March 22, 2013.
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Assets and liabilities held for sale

The carrying values of the major classes of asamtk liabilities included as part of NAP Quebec be tonsolidated balance sheet v
reclassified as assets and liabilities of a disipgsaup classified as held for sale. As at the assp date of March 22, 2013 and Decembe
2012 the balances reported consisted of the foligwi

At March 22 At December 3
2013 2012
Assets of a disposal group classified as held faale
Cash and cash equivalel $ 1,08¢ $ 552
Taxes receivabl 5,02¢ 4,52
Inventories 4,007 7,251
Other current asse 1,68t 77C
Mining Interests 20,56: 16,71:
$ 32,360 $ 29,81«
Liabilities of a disposal group classified as helébr sale
Accounts payable and accrued liabilit $ 7,00¢% $ 5,90¢
Obligations under finance leas 341 58
Asset retirement obligatic 6,154 6,10¢
$ 13,50( $ 12,07
Proceeds on disposal, ne
Cash $ 18,00( $ —
Equity-settled- note 71 1,41C —
Receivable inventory amour- note 7 1,801 —
Transaction costs related to s (815 —
$ 20,39¢ $ —
Gain on disposal of gold divisic $ 1,52¢ $ —

! Maudore Minerals Ltd. provided 1.5 million of itsramon sharesMAQO” on the TSXV) as consideration towards the purcipaise. Thes

shares are subject to a 4 month hold per

In addition to the recognized proceeds, the saleeagent also includes a provision for future setflat of amounts relating to gold containe
the liners at the Sleeping Giant mill. The valuatad the settlement amount is contingent upon &itletermination of gold content, pricing,
foreign exchange at the time the liners are changed result, neither the contingent asset norestiynate of income related to this cont
provision has been reflected in the condensediinteonsolidated financial statements. However,hia évent that the liners have not t
changed within one year of the sale date, thegmhave agreed upon a preliminary settlement advah&1.0 million until such time as 1
cleaning is completed and a valuation is readikgainable.

Gold assets impairment charge

At December 31, 2012, the Company tested the guldiah for impairment using the fair value of thgpected purchase consideration less
to sell as the recoverable amount. In performirggithpairment test, the Company concluded that ¢eewerable amount of the gold divis
was lower than the carrying value. As a result,G@loenpany recognized an impairment loss of $56.0anifor the year ended December
2012.
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Net income from discontinued operations

Income and comprehensive income related to NAP €uélve been segregated from continuing operatinosme (loss) from discontinu
operations consists of the following:

Three months ended March

2013 2012

Revenue $ 22t $ 3,00z
Mining operating expenses
Production costs (recover (292) 2,157
Smelting, refining and freight cos — 3
Depreciation and amortizatic 10 144
Gain on disposal of equipme — (79
Gold mine closure, care and maintenance ¢ — 1,077
Total mining operating expenses (recove (282 3,30z
Income (loss) from mining operations 507 (300
Other expenses
Exploration 151 81¢
General and administratic (34 26
Other income (18) (29
Interest expense and other cc 24 28
Total other expense 122 854
Income (loss) before taxe 384 (1,159
Income and mining tax recove 59€ 79
Income (loss) and comprehensive income (loss) fdre period before

disposal $ 98 $ (1,079
Gain on disposal of gold divisior 1,52¢ —
Income (loss) and comprehensive income (loss) fdre period $ 2,50¢ $ (1,079

Cash flows from discontinued operations

Cash flows related to NAP Quebec have been segedatm continuing operations. Net cash flows pied by (used in) discontinu
operations consist of the following:

Three months ended March

2013 2012

Cash flow provided by (used in):

Operations $ 6,13 $ (2,966
Financing 301 267
Investing 14,23¢ (7,719
Net cash provided by (used in) discontinued opena $ 20,67: $ (10,41)
Opening cash held by discontinued operat 553 71
Closing cash held by discontinued operati (1,089 1,387
Net change in cash attributable to discontinuedaifmns $ 20,14: $ (8,959
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5.  ACCOUNTS RECEIVABLE

Accounts receivable consist of the following:

At March 31 At December 3
2013 2012
Accounts receivable $ 58,03( $ 53,92

Accounts receivable represents the value of atimlen group metals (“PGMs”), gold and certain basetals contained in LD$' concentra
shipped for smelting and refining, using the Masdh 2013 forward metal prices for the month of ffisettlement, and for which significe
risks and rewards have transferred to third parties

All of the accounts receivable are due from twoteners at March 31, 2013 (December 31, 201®&6- customers). A reserve for doub
accounts has not been established, as in the opafimanagement, the amount due will be fully ctibe. The Company is not economic
dependent on its customers, refer to note 17.

Accounts receivable have been pledged as secgdiyst a ongrear US$60.0 million credit facility with a Canadiahartered bank, which is
be used for working capital liquidity and generalmorate purposes. Under the credit facility, asviairch 31, 2013, the Company utili:
US$17.0 million for letters of credit, primarily foeclamation deposits and has drawn down US$31l@m) of which US$22.1 million ($23.
million) was drawn down during the period ended 8haB1, 2013. As of the date of the condensed mtednsolidated financial statements,
credit facility is due July 5, 2013.

6. INVENTORIES

Inventories consist of the following:

At March 31 At December 3
2013 2012
Suppliest $ 10,73( $ 10,63
Gold inventory!2 2,04¢ —
Concentrate inventor 1,002 1,58
Crushed and broken ore stockpit:: 3,06¢ 3,16¢
Total $ 16,84« $ 15,38t¢

For 2012, gold and supplies inventory relating tsantinued operations amounting to $7,257 has beelassified as held for sale. Refe
note 4.

Gold inventory is comprised of gesilver doré bars on hand at the refiner producedN#P Quebec but not sold at March 31, 2C
Crushed and broken ore stockpiles represent coarsehat has been extracted from the mine and aslable for further processing. T
amount of ore stockpiles that is not expected tprbeessed within one year, if any, is shown ama-term asset

All inventory amounts are carried at cost for treripds presented with the exception of gold inveasowhich are written down to 1
realizable value.

Supplies inventory of $8,045 (March 31, 2012 - $B)5were recognized as an expense during the queartied March 31, 2013.
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OTHER ASSETS

Other assets consist of the following:

1

2

8.

At March 31 At December 3
2013 2012
Prepaids $ 1,068 $ 1,37t
Sales taxes receivakt 4,681 7,06t
Investments 1,41C —
Other? 2,207 8
$ 9,361 $ 8,44¢

On March 22, 2013, the company sold its investneMiAP Quebec. A portion of the proceeds on the sas equitysettled by th
purchaser. Refer to note 4. For investments in ebaf unrelated publicly listed companies, for wahstich holdings do not constitut
significant influence, the Company has electeddssify the investments as held-foading for accounting purposes. Such investmersg
stated at fair value through profit or loss based the closing market price of the investeebmmon stock on the last trading day o
before the Compang’reporting date. Any gain or loss in the valuatef investments is recognized in the condensednnt®nsolidate
statements of operations, comprehensive loss aficitd&he fair value of the investments at inittatognition and at March 31, 2013 v
$1,410.

The balance includes $1,801 receivable for invgntonounts related to the disposal of discontinyserations. Refer to note

MINING INTERESTS

Mining interests are comprised of the following:

Underground Mining leases an
mine Equipment under claims, royalty
Plant and development interest, and
equipment 1 finance leasé development Total
Carrying amounts
As at December 31, 20: $37,32: $ 278,88 $ 15,56¢ $ 11,71¢ $343,49:
As at March 31, 2013 $44,88" $ 303,86 $ 13,95¢ $ 11,44: $374,15!

1

For the quarter ended March 31, 2013, $2,326 (yeaded December 31, 20- $7,999) of interest costs on lotgrm debt was capitaliz
to mining interests

In 2012, the Company established a $15.0 milli@sédefacility to fund equipment for the LDI mine @axgion. The Company entered into
leasing arrangement by way of a séd@seback as the equipment had been previoushhpsed. As the equipment had a net book val
$10.5 million, the net amount of $0.8 million haeb included in Obligations under finance leaseshd amortized over the 5 year le
term as a credit to Depreciation and amortizati®efer to note 11

Asset restrictions and contractual commitments

The Companys assets are subject to certain restrictions tnditd property, plant and equipment. Certain asset pledged as security
credit agreement arrangements and senior securddrke
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9. ASSET RETIREMENT OBLIGATIONS AND RECLAMATION DEP OSITS

At March 31, 2013, the changes in asset retirermedtthe related mine restoration deposit are &sasi

At March 31
2013
Asset retirement obligation, beginning of periodontinuing operations $ 15,21«
Change in discount ra 54
Accretion expens 62
Asset retirement obligation, end of per— continuing operation $ 15,33(
Undiscountec
Asset Mine closure
Expected timing retirement Letter of credit asset
plan retirement
Property of cash flows obligation reguirement outstanding obligation
Continuing Operations:
LDI mine! 202 $15,33( $ 14,05t $ 14,05t $ 17,38(

! Including a letter of credit for Shebandown Westject, the total letters of credit outstanding &®4.4 million.

The key assumptions applied for determination efARO obligation are as follows:

At March 31 At December 3
2013 2012
Continuing Operations:
Inflation 2.0C 2.0C
Market risk 5.0C 5.0C
Discount rate 1.6C 1.6:

The asset retirement obligation may change malet@sed on future changes in operations, coste@amation and closure activities, .
regulatory requirements.

10. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities are cosegriof:

At March 31 At December 3

2013 2012
Accounts payable and accrued liabilities $ 57,19 $ 55,23¢
Unrealized loss on financial contra?! 2,87: 3,23¢
Accounts payable and accrued liabilit $ 60,06 $ 58,47

' As at March 31, 2013, a total of 28,100 ouncesast jpalladium production delivered and sold to ahker, was priced using forward pric

for the month of final settlement at an average@mf US$678 per ounce (December 31, 2— 55,000 ounces at an average pric
US$640 per ounce

11. LEASES

At the respective reporting dates, the Companypeaty to the following lease arrangements:

FINANCE LEASES (OBLIGATIONS UNDER FINANCE LEASES)

The Company leases production equipment under deunf finance lease agreements. Some leases prthedCompany with the option
purchase the equipment at a beneficial price. €asdd equipment secures the lease obligationsndthearrying amount of leased plant
equipment at each reporting date is summarizecie B under the category of equipment under findaeeses.

FIRST QUARTER REPORT 201
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The following is a schedule of future minimum legs®yments under finance leases together with tleeept value of the net minimi
lease payments at each reporting date:

March 31, 2013 December 31, 201
Present

Future value of Present
minimum minimum Future value of
minimum minimum

lease lease lease lease
payments Interest payments payments Interest payments
Less than one year $3432 $ 59¢ $283¢ $437¢ $ 657 $ 3,717
Between one and five yee 10,66 94C 9,724 10,96 1,00 9,95¢
$14,09¢ $1,53¢ $12,55¢ $15,337 $1,66¢ $13,67
Less current portio 2,834 3,715
$ 9,72¢ $ 9,95¢

OPERATING LEASES

The Company, from time to time, enters into leasaingangements for production and other equipmedeua number of operating lea:
These leases are generally shertn in nature and subject to cancellation claushe.Company periodically reviews the nature obéhkease
to identify if there have been any significant ofpas to the terms and use of the items under opgrktase which would require reclassifica
as a finance lease. Such changes are consideiredidate a renewal of the lease terms and thegsifileation is applied prospectively from
date the revised lease terms become effective.

The following schedule provides the future minimlease payments under noancellable operating leases outstanding at eatifeakportin
dates:

At March 31 At December 3
2013 2012
Less than one year $ 2,55¢ $ 2,761
Between one and five yee 3,16¢ 3,96(
More than five year — —

The total minimum lease payments recognized in es@euring each of the stated three month periodisg are as follows:

March 31 March 3:
2013 2012
Minimum lease payments expensed $ 387 $ 24¢

12. PROVISIONS

In conjunction with the acquisition of Cadiscor Besces Inc. in 2009 (renamed NAP Quebec), the Cagnpasumed an obligation in

amount of $1.0 million, payable in cash or by thsuance of common shares of the Company, uponvadia specified production target
300,000 milled tonnes of ore at its Sleeping Giailt. Based on production results, the Company exadd the production target in the

quarter of 2012 with settlement occurring on Ma8¢i2013 through the issuance of 709,220 commorestafrthe Company.
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13. LONG-TERM DEBT

o

North American Palladium Ltd.

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

At March 31 At December 3

2013 2012
Senior secured notes $ 67,75¢ $ 67,21
Convertible debenture 34,76: 34,42:
$102,51° $ 101,63

Senior secured notes

The embedded derivatives relating to the debt fimanare recorded at fair value through profit @sd at each reporting date. At March
2013 and December 31, 2012, the warrants and delaptions were valued using a binomial model whictluded the following ke

assumptions:
March 31 December 3
2013 2012

Market price of palladium $ 764 $ 69¢
Strike price $ 62C $ 62C
Volatility ! 2% 30%
Risk free rate 1.0% 1.1%%
Expected life (in years 1.51 1.7¢

! Expected volatility is estimated by consideringdiis average palladium price volatility based dretremaining life of the warrant

The value of the derivative liability is $4.9 mdh at March 31, 2013 ($4.0 million — December 311.2).

Convertible Debentures

On July 31, 2012, the Company completed an offecing3,000 convertible unsecured subordinated debes of the Company at a price
$1,000 per debenture, for total gross proceed€8f0bmillion ($40.8 million net proceeds). The detoees mature on September 30, 2017
bear interest at a rate of 6.15% per year, paysdaeiannually. At the option of the holder, the debeesumay be converted into comn
shares of the Company at any time prior to matwit conversion price of $2.90 per common share.

14. SHAREHOLDERS' EQUITY

(&) Authorized and Issued Capital Stock
The authorized capital stock of the Company cossisain unlimited number of common shares.

(b) Group Registered Retirement Savings Pla

The Company has a group registered retirement gaytan (“RRSP Plan”)n which eligible employees can participate at ithogition. Thi
Company is required to make contributions on a tgulgr basis equivalent to 3% of eligible employebase compensation and up tc
additional 2% matching, per employee per annum,arether in cash or treasury shares of the CompHEmy.maximum number of comm
shares available for grant shall not exceed 10%h@fissued and outstanding common shares of thep@uyn including issuances under
Corporate Stock Option Plan and other securliigsed compensation plans. If the matching contabus made in treasury shares, the
per share issued is the 5-day volume weighted geerading price of the common shares on the Tor8tbck Exchange (“TSX"precedin
the end of the quarter. During the quarter endedcMal, 2013, the Company contributed 245,351 shaith a fair value of $304 (2012
109,507 shares with a fair value of $283).
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(c) Corporate Stock Option Plan

The maximum number of common shares available fantgshall not exceed 10% of the issued and owstgncommon shares of |
Company, including the issuance under the RRSP &tdrother securitiesased compensation plans. As at March 31, 2018001 option
(December 31, 2012 — 5,291,051 options) were avaitm be granted under the Plan.

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

March 31, 2013 December 31, 201

Weighted Weighted

Average Average
Options Exercise Price Options Exercise Pric
Outstanding, beginning of period 4,207,24! $ 3.6¢ 3,644,58: $ 4.43
Grantec — — 1,772,00 $ 2.82
Cancellec (765,000) $ 3.7¢ (720,000 $ 4.3¢4
Expired (24,750 $ 1.8¢ (489,339 $ 5.14
Outstanding, end of peric 3,417,49 $ 3.6¢€ 4,207,24:! $ 3.6¢€
Options exercisable at end of per 2,332,511 $ 3.7z 2,335,59. $ 3.8¢

No options were exercised during the quarter emdath 31, 2013 or during the quarter ended March2812.

The following table summarizes information abow @ompany’s stock options outstanding at March2813:

Options Outstanding a Options Exercisable a
Average remaining

Exercise price range contractual life (years March 31, 2013 March 31, 2013
$ 1.65-2.50 3.52 1,198,33 750,00(
$ 2.5-3.00 3.8C 821,66 385,00t
$ 3.02-6.00 4.5: 634,99! 565,00:
$6.0-8.87 4.04 762,50( 632,50:
3.95 3,417,49 2,332,511,

(d) Reconciliation of the diluted number of shares outanding — continuing operations:

For the quarters ended March 31, 2013 and MarcR@12, the effect of stock options, convertible etghires, and the potential conversio
outstanding palladium warrants have not been ireduid the determination of diluted loss per sharealise to do so would be adiidtive.
The maximum adjustment to the weighted average euno shares outstanding at March 31, 2013 fronmh satidilutive exercise ¢
conversion was 22,594,222 shares.

On July 31, 2012, the Company completed an offedhgonvertible debentures. The calculation of Weighted average number of sh:
outstanding and the net profit or net loss to comrebareholders will be impacted in future periog®nuthe assumed conversion of
convertible debentures. Refer to note 13.
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(e) Other Stock-Based Compensation — Restricted SteaUnit Plan

The Company has a Restricted Share Unit Plan (“R&ld”) under which eligible directors, officers and keyptoyees of the Company
entitled to receive awards of restricted sharesuliach restricted share unit is equivalent ineatuthe fair market value of a common sha
the Company on the date of the award and a comelép liability is established on the balance sh&ke RSU Plan is administered by
Board of Directors, who determine after considerirgommendations made by the Compensation Committeenumber and timing
restricted share units to be awarded and theiingegieriods, not to exceed three years. The valusach award is charged to compens:
expense over the period of vesting. At each repgriate, the compensation expense and liabilityadjested to reflect the changes in me
value of the liability based on the fair valuesR8U’s for each vesting period determined usingBlaek-Scholes model.

As at March 31, 2013, 489,486 (December 31, 20237%871) restricted share units had been grantddvane outstanding at an aggre!
value of $478 (December 31, 2012 — $253).

(H Summary of Share-based compensation and employee benef
The following table details the components of sHaeed compensation expense relating to contimpegations:

Three months ended March

2013 2012
Registered retirement savings plan $ 26¢ $ 22¢
Common share stock optio 147 51¢
Restricted share uni 22F 20t

$ 63¢ $  94¢

15. FINANCIAL INSTRUMENTS

Fair Values

The Companys financial assets and liabilities consist of castl cash equivalents, accounts receivable, sades taceivable (included in otl
assets), accounts payable and accrued liabilgigsent derivative liabilities, obligations und@rdnce leases and long-term debt.

Cash and cash equivalents are stated at fair value.carrying value of other assets, and trade uaxtsopayable and accrued liabili
approximate their fair values due to the immedaatshort-term maturity of these financial instrurtsen

The fair value of the obligations under financesksa approximate their carrying value due to therést rate implicit in the leas
approximating interest rates available at this tfioresimilar lease terms. The fair value of RSUS§jali are included in accounts payable
accrued liabilities, are determined as describatbie 14(e).

Derivatives

The fair value of forward exchange contracts isbasn their listed market price, if available. listed market price is not available, then
value is estimated by discounting the differencevben the contractual forward price and the curfentard price for the residual maturity
the contract using a risk-free interest rate.

Fair values reflect the credit risk of the instruthand include adjustments to take into accountctieglit risk of the Company entity ¢
counterparty when appropriate.
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The Company enters into financial contracts togait the smelter agreemengpsbvisional pricing exposure to rising or declinipglladiun
prices and an appreciating Canadian dollar for pestiuction already sold. For substantially alltteé palladium delivered to the custon
under the smelter agreements, the quantities amidgiof settlement specified in the financial cawts matches final pricing settlement peri
The palladium financial contracts are being recpgtiion a mark-to-market basis as an adjustmeevtnue.

The fair value of the derivative liability relating the 2011 long term debt issuance primarilytesldo the value of palladium warrants
related conversion options. These derivative imsémnts are valued using a binomial model.

Non-derivative financial liabilities

Fair value, which is determined for disclosure msgs, is calculated based on the present valuetafef principal and interest cash flo
discounted at the market rate of interest at tpening date. For finance leases the market ratatefest is determined by reference to sir
lease agreements.

The fair values of the noderivative financial liabilities as of March 31, ZDare senior secured notes ($70.0 million), cdiblerdebenture
($43.0 million) and finance leases ($12.5 million).

Fair Value Hierarchy
The table below details the assets and liabilimessured at fair value at March 31, 2013:

Quoted Prices

in Active
Markets for Significant
Identical Assett Other Significant Aggregate Fail
Observable Unobservable

(Level 1) Inputs (Level 2) Inputs (Level 3) Value
Financial assets
Cash and cash equivale! $ 23,49: $ — $ — $ 23,49
Accounts receivable (note — 58,03( — 58,03(
Financial liabilities
RSU liabilities* (note 14(e) — (47¢) — (47¢)
Fair value of financial contracts* (note 1 — (2,879 — (2,879
Fair value of current derivative liabilit — (4,909 — (4,909
Net carrying valut $ 23,49 $ 49,773 $ — $ 73,27

* As detailed in note 10, the liability relating toet markto-market on financial contracts is included in thergang value of accounts payal
and accrued liabilities on the balance sheet. R@Ubilities are measured at fair value based on Biack-Scholes valuation model at e:
reporting date and are included in the balance af@unts payable and accrued liabiliti¢

16. COMMITMENTS

(8 Sheridan Platinum Group of Companies“SPCG") Commitment

The Company is required to pay a 5% net smeltaaltpyo SPG from mining operations at the Lac des inine. This obligation is recordec
royalty expense.

(b) Operating Leases and Other Purchase Obligation

As at March 31, 2013, the Company had outstandpeyaiing lease commitments and other purchaseatldigs of $5.7 million and $74
million, respectively (December 31, 2012 — $6.7lionil and $84.9 million, respectively) all of whittad maturities of less than five years.

(c) Letters of Credit

As at March 31, 2013 and December 31, 2012, thegaomhad outstanding letters of credit of $17.3iam| consisting of $16.3 million fi
various mine closure deposits and $1.0 milliongeegulated energy supplier.
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2013
Three months ended March 31
Revenue — before pricing adjustments
Pricing adjustment:

Commodities

Foreign exchang
Revenue- after pricing adjustments
2012
Three months ended March
Revenue before pricing adjustmen
Pricing adjustments

Commodities

Foreign exchang
Revenue after pricing adjustmen

Total Palladiun Platinun Gold Nickel

Other
Copper Metals

$45,55( $30,12¢ $4,73¢ $4,99. $3,087 $2,56¢ $ 45
1,37C 1,27¢ 23¢ (29) (28) 84 —
17¢ (187) 17C 10€ 35 46 —
$47,09( $31,21c $514: $506¢ $3,09/ $2,52¢€ §$ 4E
$40,68° $26,58. $4,03¢ $4,37¢ $3,20¢ $2,29¢ $187
2,26¢ 687  1,05¢ 437 (166) 231 23
(1,379 (869 (179 (179 (86) 65 (5

$41,58( $26,40( $4,91€¢ $4,64°  $2,95¢

$2,46(  $20¢

During the first quarter of 2013, the Company dailed all of its concentrate to two customers uriderterms of the respective agreem

(2012 — one customer).

Although the Company sells its bulk concentrata fonited number of customers, it is not econontycdeépendent upon any one custome
there are other markets throughout the world ferGompany’s concentrate.
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18. CONTINGENCIES

From time to time, the Company is involved in l#igpn, investigations, or proceedings related &ine$ arising in the ordinary course
business. The Company considers its provision®fiestanding and pending legal claims to be adeqddte final outcome with respect
actions outstanding or pending as at March 31, 2@t®ot be predicted with certainty. Significanbiiogencies not disclosed elsewhere ir
condensed interim consolidated financial statemargsas follows:

(& B.R. Davidson Claim

In 2000, LDI and B.R. Davidson Mining & Developmdrid. (“Davidson”) entered into a construction contract whereby Dandagreed 1
construct an expanded tailings management faeitithe LDI Mine. LDI declared Davidson to be in @eit of the contract on February 2, 2
and made a demand under a performance bond isyugRA Pacific Insurance Company (“AXA”Davidson was the principal named in
bond and the indemnitors were Davidson, AtikokamdgeMix Ltd., Blaine R. Davidson, Bruce R. Davidsand Marlene Davidson. AX
commenced an action against the indemnitors. Alhefindemnitors other than Marlene Davidson conuedra third party action against L
LDI's engineers and LD§ bond broker. The third party action is for $1@ion in the event that the construction contrecenforced ¢
approximately $3 million in the event the constimetcontract is not enforced plus other damagerddor between $10 and $15 million ¢
costs and interest. LDl has a counterclaim agaDevidson for $10.7 million in liquidated damages foreach of contract. LDI h
approximately $2.6 million in principal and inter¢sdgments against Davidson related to subtragtesliA pretrial was held in January 20
and the matter has now been set down for trialis¢ain October 2014. At this stage, it is not pblkesfor the Company to estimate the outc
of the third party action and counterclaim and adicwly the Company has not recorded any provisieteted to this action these condet
interim consolidated financial statements at M&8th2013.

(b) Class Action

In 2011, the Company became aware that a stateofietdim had been filed with the Ontario Superiau@ of Justice against the Comp
and two of its officers regarding a potential classion lawsuit. The statement of claim sought pssion of the court to commence a ¢
action proceeding for alleged misrepresentationthénCompanys public disclosure. In 2012, a fresh Statemertlafm was filed increasir
the amount of the claim to $100 million. In DecemB@12, the plaintiffs filed a motion of record feertification and for leave. The Compi
has retained legal counsel and intends to vigoyatistend the potential claim. At this stage, ihig possible for the Company to estimate
outcome of the potential action and accordinglye Bompany has not recorded any associated prosidiorthese condensed inte
consolidated financial statements at March 31, 2013
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19. OTHER DISCLOSURES

Statement of Cash flows
The net changes in non-cash working capital baknelated to continuing operations are as follows:

Three months ended March

2013 2012
Cash provided by (used ir

Accounts receivabl $ (4,109 $ (6,259
Inventories (1,159 (2,00€)
Other asset 497 3,19¢
Accounts payable and accrued liabilit 3,94 7,232
Other financial liabilities 95C —
Taxes payabl — (1,189

$ 134 $ 982

Non-cash transactions that are not reflected in timelensed consolidated interim statements of casisfare as follows:

Three months ended March

2013 2012
Non-cash working capita
Other assets (investment in shares and receivaatory amounts $ (3,21 $ —
Provisions (2,000 —
Financing:
Shares issued to settle production obliga 1,00(¢ —
Addition of obligations under finance leas 1,331 1,49¢
Asset retirement obligations (fair value adjustn 54 (143
Investing:
Additions to mining interesi
Equipment under finance lea (1,33)) (1,499
Equipment under se-leaseback finance lease agreen — (11,239
Fair value adjustment to asset retirement ¢ (54) 142
Proceeds on disposal of mining interests -leaseback agreemel — 11,23¢
Discontinued Operation
Change in cash attributable to discontinued opzmra 3,211 —

20. SEGMENT INFORMATION

Following the sale of its discontinued gold operasi on March 22, 2013 (see note 4), the Companyi@aseportable segment.
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u North American Palladium Ltd. NEWS RELEASE

North American Palladium Announces First Quarter 20L3 Results
All figures are in Canadian dollars except whergatb

Toronto, Ontario, May 6, 2013 — North American Palladium Ltd. (“NAP” or the “Corapy”) (TSX: PDL) (NYSE Amex: PAL) tode
announced the operating, development, and finaresalts for the first quarter ended March 31, 2013

Summary
* Produced 38,654 ounces of payable palladium asla oast per ouncb of US$490;

* Realized palladium selling price of US$730 per @yngiving a palladium operating margin of US$240 pance, or US$9
million;

* Revenue of $47.1 millior
» Adjusted EBITDA of $7.5 million;

* Invested $38.1 million in capital expendituresta Lac des lles (“LDI"mine, of which $31.7 million was invested in the ILiDine
expansion; an

e 2013 operating and capital expenditure plans ureléew by new managemel

“There is significant value to be unlocked at LBhd | am encouraged by LDI's future cash genergtimential,”said Phil du Toit, Preside
and Chief Executive Officer.My initial review of operations reaffirmed the pot&l that | saw when | accepted the role as CH®,albsc
identified some challenges as well as opportunifi@ssimprovement in areas such as strategic mim@mhg, cost optimization and proj
execution. This is a critical year for our trarmitiand it will certainly not be without its chalges. We have a plan to unlock the high pote
value of LDI, but this plan is contingent on a segsful completion of a financing, therefore we argrently evaluating financit
opportunities.”

Lac des lles Operations

Q1, 2013 Production

In the first quarter of 2013, the Company’s LDI miproduced 38,654 ounces of payable palladiunt@aacash cost of US$490 per ounde
During the first quarter, 540,694 tonnes of oreevetined at LDI, of which 245,656 tonnes came framdarground sources (with an avet
palladium grade of 4.1 grams per tonne), and 285{68nes came from surface sources (with an avqratiedium grade of 2.4 grams

tonne). During the first quarter, the LDI mill pexsed 503,585 tonnes of ore at a combined aveedigelipm mill head grade of 3.3 grams
tonne, at an 80.1% palladium recovery rate, aradtatal cost of $57 per tonne milled.

www.nap.com



In the first quarter, capital expenditures at LBated $38.1 million, of which $31.7 million wasesg on the LDI mine expansion (includi
$10.4 million on shaft sinking and infrastructuceeixtend the shaft 225 metres to the G¥dtre level; $4.3 million on level access and ¢ai
development; $4.0 million on surface and undergdoconstruction; $2.5 million on procurement; $1.8lion on parts and maintenance; $
million on capitalized exploration expenditures;3®tillion on general and administration, indireatsl equipment chardgecks; $2.3 millio
for capitalized interest, and $2.1 million for atlkevelopment costs). The Company also spent aitiadd $6.4 million on capital, includir
$5.5 million for the tailings management facilitff 1F”).

2013 Forecast Review

At the end of the first quarter, the new Chief Exae Officer and the Chief Financial Officer emked on a detailed review of the Company’
2013 operating plan, as well as the life of minanpfor the Offset Zone. The review is expected éocbmpleted by the end of the sec
quarter, however preliminary findings identifiechs® negative trends in operations and capital experd that are currently being assessed.

The logistics of the transition between the Robyn&and the Offset Zone are proving to be more cimamgld than previously anticipat
which has resulted in a delay in stope developraedta corresponding decrease in volume from theeD#one in 2013. Though the st
sequencing delay will result in reduced producfimm the Offset Zone in 2013, the long term berisfthat the Offset Zone can be mined n
economically via the shaft in 2014.

Management believes that the low end of the 150t6Q60,000 ounce production guidance will be diffi to achieve, and could potentit
decrease by about 10% to 15%. As a result of dsedeanderground production levels and lower headegiof mill feed, cash costs
expected to increase. These estimates are indécatily, remain subject to the ongoing review of thiae plan and are contingent on
successful completion of a financing.

To compensate for the expected decreased productionthe Offset Zone, the Company is actively ping additional mineralized matel
from other sources on the property, including ttikkedl off extensions of the Roby Zone and conttids from other surface sources (incluc
stockpiles).

Recognizing that operating efficiency can only tstarimprove in a meaningful way once Phase lldmpleted, accelerating the shaft sini
beyond the Phase | 82betre level will be the primary focus of the 2018/dlopment plan review currently underway. As pdirthe ongoin
reviews, the Company is also considering altereatiulk mining methods for the Offset Zone to furtloptimize mining volumes ai
production costs.

The preliminary project review has also indicateat the required capital expenditures to completeetbpment of Phase | of the shaft prc
have been underestimated. After a review of cepedcurement items and development plans (includogglerating plans to commence P!
Il of the shaft sinking in 2013), management expéicat capital expenditures in 2013 could be upb higher than the prior guidance of $
million. This estimate is preliminary, and is corgent on a financing.

The Company continues to look for opportunitiesofatimize its operations and development, and isvelgt sourcing opportunities f
augmenting expected production with additional sesrof ore. The Company also plans to strengtherpribject team by engaging
professional project management contractor to tas#is Phase Il capital estimates, and to help enpnt improved cost and schedule con
for development.
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“Overall, despite some of the transitional challenteat we will experience this year, | remain veptimistic about our future prospect:
LDI,” added Mr. du Toit. The value creation from this point on will dependaur execution; therefore my focus over the next months wil
be to ensure that the Company is prepared forémsition to shaft-based operations, and that ansgfor Phase Il fully optimize the asset.”

LDI Mine Expansion Development

The Company continues to make steady progressitsitinine expansion development activities and remaiell positioned to start utilizil
the shaft for underground production by the enthefthird quarter in 2013.

Recent highlights include:

e The shaft sinking is on schedule, recently reachirdepth of 695 metres below surface, represe@dig completion of the tot
825 metres planned for the first phase of the Siaking.

e The production hoist is now operational, and ttetaltation of the main skip dump is in progre

e The first Offset Zone mining stope (where miningntnenced in the fourth quarter of 2012) has beenesstully mined out, al
production commenced in the second Offset Zoneestbpe development of additional mining stopes egpeed some delays, |
is in progress

e The ramp extension reached the 8@&tre level depth and the shaft station there lbas lexcavated and is being prepared fc
shaft.

Financial Results(2

Revenue for the first quarter was $47.1 million pamed to $41.6 million in the first quarter of 20The increase in revenue was primarily
to greater quantities of payable metals sold, nfaveurable exchange rates and higher realized Pfiice palladium. Income from minil
operations was $5.1 million, compared to $7.9 onillin the same quarter last year. During the {jtstrter, the Company realized a pallac
selling price of US$730 per ounce.

Net loss for the quarter was $2.8 million or $0@2 share compared to a net loss of $0.9 millioB®O1 per share in the same quartel
year. Adjusted net lo<®) (which excludes exploration costs, gains and lofses discontinued operations, and insurance retes@et of min
restoration costs) was $0.8 million in the firsagper, compared to adjusted net incdthe  of $3.3anilh the same quarter last year.

EBITDA (Dwas $2.9 million for the first quarter, coamed to $5.0 million in the same quarter last yAajusted EBITDA® (which exclude
interest and other financing costs, depreciatioth @mortization, exploration, and insurance rec@geriet of mine restoration costs) was
million in the first quarter, compared to $8.2 maifl in first quarter last year.
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In the first quarter, NAP invested $6.1 milliongrploration and infill drilling, of which $1.3 miin was capitalized in connection with the |
mine expansion. Capital expenditures in the fingareer amounted to $38.1 million, of which $31.7liom was invested in the LDI mi
expansion (including $2.3 million on capitalizedeirest) and an additional $6.4 million spent priftgaon the tailings management facility. 1
Company’s general and administration expensesh#qgtiarter ended March 31, 2013 were $2.9 million.

As at March 31, 2013, the Company had $23.5 miliash on hand (which includes the proceeds fronsdfe of the gold division), and $
million in working capital.

Recognizing that the anticipated operating cashdlare not expected to provide sufficient castutalfcapital expenditures planned for 2(
the Company is currently in the process of evahgafinancing opportunities and plans to accesd#i# and/or equity markets in the sec
quarter. While the Company believes that both et dnd equity markets are currently availablértarfce its funding requirement, certaint
completing a financing cannot be assumed at thie,tand if sufficient financing is not obtainedwitl have a materially negative impact on
Company.

Corporate Update

The Company also announced that Mr. Greg Strubderbsigned as Vice President and Chief Operatirfigedf effective May 15, 2013,
pursue an opportunity as Chief Executive Officethveinother public company in the industry.

“On behalf of the entire team at NAP, | would likethank Greg for his commitment to the Company iamgrtant contributions throughc
his tenure,” commented Mr. du Toit. “We wish himllweith his new endeavor.”

Q1 2013 Conference Call & Webcast Detail

Date: Monday, May 6, 201.

Time: 8:30 a.m. E1

Webcast Www.nap.corr

Live Call: 1-85E-41(-0553 or -64€-582-7389 (PIN: 639795, followed by # sig
Replay: 1-877-764-8714 or -64€-582-7395 (PIN: 337553, followed by # sig

Annual & Special Meeting of Shareholders

Date: Thursday, May 9, 201

Time: 10:30 a.m. E1

Webcast www.nap.corr

Venue: The TSX Broadcast Centre Galle

Address: The Exchange Tower, 130 King Street West, ToroDtaario

About North American Palladium

NAP is an established precious metals producerhhsatbeen operating its flagship Lac des lles rflitd) located in Ontario, Canada sit
1993. LDl is one of only two primary producers @flpdium in the world, and is currently undergoagajor expansion to increase produc
and reduce cash costs per ounce. The Compatdres trade on the NYSE MKT under the symbol RAH on the TSX under the sym
PDL.

www.nap.com



For further information please contact:

Camilla Bartosiewicz

Director, Investor Relations and Corporate Commationis
Telephone: 416-360-7374

Email: camilla@nap.com

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

(2) NAP’ condensed interim consolidated financial statamfar the first quarter ended March 31, 2013 awaitable in the Appendix of this news release. Higmncial statements sho
be read in conjunction with the notes and managémdiscussion and analysis available at www.namcaww.sedar.com, and www.sec.gov.

Cautionary Statement on Forward Looking Information

Certain information included in this news releasestitutes ‘forward-looking statements’ within threaning of the ‘safe harbgprovisions of the United States Private Securitigigation
Reform Act of 1995 and Canadian securities lawse Words ‘expect’, ‘believe’, ‘will’, ‘intend’, ‘estate’, ‘guidance’, and similar expressions idgnfibrward{ooking statements. Su
statements include, without limitation, any infotina as to our future financial or operating pemfiance, including: the Compaisyforward looking production guidance, projectegitzd
expenditures, operating cost estimates, projeclitmas, mining and milling rates, projected grade#l, recoveries, and other statements that expressagemens’ expectations or estima
of future performance.

Forwardiooking statements are necessarily based upon &dewaf factors and assumptions that, while coneitieeasonable by management, are inherently subjeggnificant busines
economic and competitive uncertainties and contings. The factors and assumptions contained snrtéivs release, which may prove to be incorrechydte, but are not limited to: tt
metal prices will be consistent with the Compangsgectations, that the exchange rate between thad@a dollar and the United States dollar willdomsistent with the Comparsy’
expectations, that there will be no significantrgjigions affecting operations, that prices for keying and construction supplies, including laband transportation costs, will rem
consistent with the Company’s expectations, thatGbmpanys current estimates of mineral reserves and ressan® accurate, and that there are no materatsial the timing of ongoir
development projects. The forward-looking statememe not guarantees of future performance. Thep@ayncautions the reader that such forwlaaking statements involve known ¢
unknown risks that may cause the actual resultsetaterially different from those expressed orlieapby the forwardeoking statements. Such risks include, but arelingted to: the
possibility that metal prices, foreign exchangesatr operating costs may differ from managensesitpectations, uncertainty of mineral reservesrasdurces, inherent risks associated
mining and processing, the risk that the Lac des mhine and may not perform as planned and thabifset Zone and other properties may not be ssfuls developed, the possibility
construction and commissioning delays, the possilif project cost overruns, and uncertainty & #bility of the Company to obtain financing. Fooma details on the factors, assumpt
and risks see the Company’s most recent Forrr/Adnual Information Form on file with the U.S. Seities and Exchange Commission and Canadian peiatisecurities regulato
authorities. The Company disclaims any obligatiorupdate or revise any forwalobking statements, whether as a result of newrinéion, events or otherwise, except as expr
required by law. Readers are cautioned not to pdtie reliance on these forward-looking statements.

www.nap.com



ASSETS

Current Assets

Cash and cash equivalel
Accounts receivabl
Inventories

Other asset

Condensed Interim Consolidated Balance Sheets
(expressed in thousands of Canadian dollars)
(unaudited)

Assets of disposal group classified as held fag

Total Current Asset
Non-current Assets
Mining interests

Total Nor-current Asset
Total Asset:

LIABILITIES AND SHAREHOLDERS ’ EQUITY

Current Liabilities
Accounts payable and accrued liabilit
Credit facility

Current portion of obligations under finance lee

Provisions
Taxes payabl
Current derivative liability

Liabilities of disposal group classified as held $ale

Total Current Liabilities

Non-current Liabilities

Income taxes payab

Asset retirement obligatior
Obligations under finance leas
Long-term debi

Total Nor-current Liabilities

Shareholders Equity
Common share capit
Stock options and related surp

Equity component of convertible debentures, nessifie cost

Contributed surplu

Deficit

Total Shareholde’ Equity

Total Liabilities and Sharehold¢ Equity

www.nap.com

December 3
March 31

2013 2012
$ 23,49: $ 20,16¢
58,03( 53,92
16,84« 15,38¢
9,361 8,44¢
— 29,81«
107,72¢ 127,74(
374,15! 343,49.
374,15! 343,49.
$ 481,88 $ 471,23
$ 60,06 $ 58,47
37,87( 15,08¢
2,83¢ 3,711
— 1,00(
874 874
4,90z 3,952
— 12,07:
106,54 95,17
2,352 2,352
15,33( 15,21«
9,72¢ 9,95¢
102,51 101,63:
129,92! 129,15!
777,88« 776,63.
9,23¢ 9,12t
6,931 6,931
8,87: 8,87:
(557,509 (554,66)
245,41 246,90
$ 481,88 $ 471,23




Condensed Interim Consolidated Statements of Opereins and

Comprehensive Loss

(expressed in thousands of Canadian dollars, exceglhare and per share amounts)

(unaudited)

Revenue

Mining operating expenses
Production cost

Smelting, refining and freight cos
Royalty expens

Depreciation and amortizatic
Loss on disposal of equipme
Total mining operating expens
Income from mining operations

Other expenses

Exploration

General and administratic

Other income

Interest expense and other cc

Foreign exchange lot

Total other expense

(Loss) income from continuing operations before taes

Income and mining tax expen

(Loss) income and comprehensive (loss) income fromontinuing operations for the period
Income (loss) and comprehensive income (loss) fitamontinued operations for the per

Loss and comprehensive loss for the peric

Loss per share
Basic and dilutel

(Loss) income from continuing operations per shar
Basic and dilute:

Income (loss) from discontinued operations per shar
Basic and dilutel

Weighted average number of shares outstandin
Basic and dilutel

www.nap.com

Three months ended March 31

2013
$ 47,00

28,94
3,80z
2,50¢
6,08t

62¢
41,96¢
5,12¢

4,84
2,91¢

(309)

2,20¢

822

10,48:
(5,357)

$  (535)
2,50¢

$ 2,84%)

$ (0.02)

$ (0.03)
$ 0.01

177,450,83

2012
$ 41,58(

25,39¢
2,97¢
1,59¢
3,79:
33,75¢
7,82¢

3,18¢
3,30°

(83

1,05¢

21¢

7,67¢

147

$ 147
(1,075

$ 92¢)

$ (0.09)
$ 0.0C

$ (0.00)

162,924,83



Condensed Interim Consolidated Statements of Cashdws
(expressed in thousands of Canadian dollars)

(unaudited)
Three months endec
March 31
2013 2012
Cash provided by (used in’
Operations
Net (loss) income from continuing operations fa tieriod $ (5,351) $ 147
Operating items not involving ca:
Depreciation and amortizatic 6,08t 3,792
Accretion expens 954 54C
Deferred income and mining tax recov: — 1,09¢
Sharebased compensation and employee ben 41Z 758
Other 93€ 33C
3,031 6,66
Changes in nc-cash working capite 134 982
3,16¢ 7,64¢
Financing Activities
Credit facility 23,00( 11,23¢
Repayment of obligations under finance lee (1,319 (1,44¢)
Interest paic (4,589 (3,599
17,09¢ 6,201
Investing Activities
Additions to mining interests (ne (38,06¢) (37,210
Proceeds on disposal of mining interests ( 99C 79
(37,079 (37,13))
Decrease in cash from continuing operati (16,817 (23,285
Net change in cash attributable to discontinuedaifmns 20,14: (8,95%)
Increase (decrease) in cash and cash equivz 3,32¢ (32,240
Cash and cash equivalents, beginning of pe 20,16¢ 50,93t
Cash and cash equivalents, end of pe $ 23,497 $18,69¢

www.nap.com



