EDGAROnline

NORTH AMERICAN PALLADIUM LTD

FORM SUPPL

(Voluntary supplemental material filed pursuant to Section 11(a) of the Securities Act of 1933 by foreign issuers)

Filed 01/29/14

Telephone  416-360-7590
CIK 0000887701
Symbol PAL
SIC Code 1000 - Metal Mining
Industry  Gold & Silver
Sector Basic Materials
Fiscal Year 12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2014, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents

Filed pursuant to Genera
Instruction II.L of Form F- 10
File No. 33318565¢

PROSPECTUS SUPPLEMENT
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January 28, 20!

[J

North American Palladium Ltd.

NORTH AMERICAN PALLADIUM LTD.
Up to Cdn.$32,000,000

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

This prospectus supplement qualifies the distrdsut{the “ Offering ") of up to Cdn.$32,000,000 aggregate principal amafn¥.5%
convertible unsecured subordinated series 1 det@n(the “Debentures”) of North American Palladium Ltd. (NAP " or the “ Corporation
") due five years after the date of issue (tHd4turity Date ") at a price of Cdn.$1,000 per Debenture (theffering Price ") and for nt
additional consideration series 1 common sharehaisee warrants (each aWarrant ” and together with the Debentures theSéries
Securities”) of the Corporation. Subject to Shareholder Apprdaaldefined below), the Warrants will entitle tradders thereof to purchase
to 33.33% of the number of common shares of the@ation into which the principal amount of Debertipurchased by the holders
convertible at the initial fixed conversion pricex¢luding common shares issuable as interest, uhgeMake¥Whole Amount (as define
below) or otherwise), at any time before 5:00 p(fmronto time) on the third anniversary of the ddi@t Shareholder Approval is receivec
Shareholder Approval is not obtained the Warranfiserminate.

The Debentures will bear interest at an annual ofit&.5% payable senannually in arrears on January 30 and July 30 chegar
commencing July 30, 2014 (each amterest Payment Date”). The first interest payment on the Debentures witlude accrued and unp
interest for the period from and including the adgsof the Offering to, but excluding, July 30, 20There is no minimum amount of fund:
that must be raised under the Offering. This meanshat the Corporation could complete the Offering afer raising only a small portion
of the Offering amount set out above.

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

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

Notes:

(1) Edgecrest Capital Corporation and CanaccorduBe@orp. in Canada, and Canaccord Genuity In¢h@United States, are the placement agents éoOffering (each an Agent”
and together th* Agents”), and in consideration for the services renderedbyAgents in connectic
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with the Offering, the Corporation has agreed tp th@ Agents a fee representing 4% of the grosseeas of the Offering. S¢Plan of Distributio’”.
(2) Before deducting expenses of the Offeringneastied to be Cdn.$1,200,000, which, together wighAgents’ fee, will be required to be paid from flreceeds of the Offering. SeBlar
of Distributior” and“Use of Proceer”.
(3) Each purchaser of Debentures will also receivenfoadditional consideration, a Warre
For each of the twelve month periods ended Decembaf, 2012, and September 30, 2013, the Corporatibad an interest coverage rati
in respect of earnings of less than one to one. Further information see “Earnings Coverage”.

Holders may convert their Debentures into commaoaresh of the Corporation (Common Shares”) at any time at a conversion rate
approximately 1,381 Common Shares per $1,000 pah@mount of Debentures (thectnversion price”), subject to adjustment ioertair
events as described in the Indenture (as definegif)eHolders converting their Debentures wille®e all accrued and unpaid interest the
to, but excluding, the date of conversion, as asllthe MakeA’hole Amount, and such holders shall become holdérecord of Commc
Shares on the date of conversion. The number off@mmShares issuable in respect of accrued and diimtarest is determined by dividi
the aggregate amount of accrued and unpaid inteyetste interest conversion price, being the awvefag-day volume weighted average p
(* VWAP ) of the Common Shares on the Toronto Stock Exgkathe “TSX ") for the five consecutive trading days ending ongéeon
trading day immediately preceding the conversiae dalnterest Conversion Price”). The number of Common Shares issuable in resp
the Make-Whole Amount is determined by dividing lake-Whole Amount by the average fiday VWAP of the Common Shares on
TSX for the five consecutive trading days endingtioe second trading day immediately preceding theversion date (the Make-Whole
Conversion Price”). The “ Make-Whole Amount ” represents the amount of unaccrued and unpaidesittrat would have been paid if s
Debenture were held to maturity, reduced by 1%efach 1% that the fivday VWAP of the Common Shares on the TSX at the tol
conversion exceeds the conversion price (proratednErements less than 1%). In lieu of issuing @mn Shares in respect of accrued
unpaid interest and the Make-Whole Amount, the Gaflon may elect to pay all or any portion of sachounts in cash.

Subject to any applicable stock exchange appreval,no Equity Conditions Failure (as defined hgrbaving occurred and being continui
any accrued and unpaid interest on the Debentuagsbe paid in Common Shares, at the Corporatigpti®n, at a price equal to the fivky
VWAP of the Common Shares on the TSX ending ors#wand trading day prior to the applicable InteRegtment Date.

Commencing 18 months after the closing of the @ftg(the “Closing Date”), all, but not less than all, of the Debentures maydaleemed t
the Corporation for cash on not more than 60 tigadlays and not less than 30 trading days priorcaeptt a price equal to their princi
amount plus accrued and unpaid interest to, butidit, the date of redemption, plus the applicadkeWhole Amount, provided that t
Optional Redemption Conditions set forth under ‘dilstof the Offering — Description of the DebentireOptional Redemption” are met.

Commencing 18 months after the Closing Date, aif,rtot less than all, of the Debentures may be edad by the Corporation for Comn
Shares on not more than 60 trading days and nsttles 30 trading days prior notice, at a conversaie set forth underDetails of thi
Offering — Description of the Debentures — Mandat@onversion”,provided that the Mandatory Conversion Conditiors ferth unde
“Details of the Offering — Description of the Delberes — Mandatory Conversion” are met.

If on the Maturity Date, the aggregate dollar tregdivolume (as reported on Bloomberg) of the Comr8bares on the TSX plus the NY
MKT, LLC (the “ NYSE MKT ") for each of the 10 consecutive trading days imnieljigreceding the Maturity Date exceeds $5.5 millpe
trading day and no Equity Conditions Failure hasuoed, then the Corporation will have the righteéquire holders to convert all, but not |
than all, of the Debentures at the Maturity Datenittory Conversion Price described under “Detdilshe Offering —Description of th
Debentures — Payment at Maturity”.

Within 30 days following the occurrence of a Funéaial Transaction (as defined herein), the Corporatill be required to make an offer
writing to purchase in cash, in whole or in pante Debentures then outstanding, at a price equEd286 of the principal amount thereof
accrued and unpaid interest earned thereon upit@xeluding, the date of acquisition, plus thel@aple Make-Whole Amount.

The Corporation will hold a meeting of its sharetesk following the closing of the Offering to olmtalisinterested Shareholder Approval
among other things, the issue of the Common Shssaable upon the exercise of the Warri
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(the “Warrant Shares ") and the approval of the “full-ratchet” arditution provisions contained in the Warrants, asrenfully described i
“Details of the Offering — Description of the Wamta — Anti-Dilution”. Unless Shareholder Approval is obtained, a holdé&Warrants will no
be able to exercise its Warrants and the Warrailtdesminate. Subject to Shareholder Approval,ted¢arrant entitles the holder thereo
purchase one Warrant Share at the price of Cdre$Q#Be “Warrant Exercise Price ") (which is equal to the conversion price plus a
premium) for a period ending on the third anniveys# the Shareholder Approval, with the WarraneEise Price being subject to adjustn
in certain circumstances.

A holder will not be able to convert Debentures, oexercise the Warrants, nor will a holder be abled accept Common Shares issued
satisfaction of interest, on account of a Mak&vhole Amount, upon redemption or upon mandatory corersion if, as a result of suc
conversion, exercise, or payment the holder or anyf its affiliates beneficially own greater than 9.% of the outstanding voting securitie:
of the Corporation.

There is currently no market through which the Debatures and the Warrants may be sold and purchasemnay not be able to resell th
Debentures and the Warrants purchased under this pyspectus supplement. While the Corporation has apigld to the TSX to list the
Debentures on the TSX, there can be no assuranceathan active liquid market for the Debentures willdevelop or be sustained. Tt
Corporation does not intend to list the Warrants onany exchange or marketplace and no market is exped to develop for the
Warrants. This may affect the pricing of the Debentires and the Warrants in the secondary market, théransparency and availability ol
trading prices, and the liquidity of the securities See “Risk Factors”.

The outstanding Common Shares are listed for tgadinthe NYSE MKT, LLC (the NYSE MKT ") under the symbol “PALand on the TS
under the symbol “PDL"On January 27, 2014, the last trading day priothtodate of this prospectus supplement, the clogiige of th
Common Shares on the NYSE MKT and the TSX was Ugs8nd Cdn.$0.74 per Common Share, respectively Cdrporation has applied
list the Debentures on the TSX, and the CommoneShiasuable in connection with the Debentures hadNarrants on the TSX and NY
MKT. Listing is subject to the Corporation fulfitig all of the requirements of the TSX and the NYBET. There can be no assurance tr
sufficient number of Common Shares will have begpraved for listing on the TSX and the NYSE MKTa®to permit, in all circumstanc
(i) the Corporation to pay any or all interest diidke\Whole Amounts on the Debentures in Common Shards(i@rto pay all principe
amounts due on any conversion, including a mangatonversion at maturity, in Common Shares, andetiean be no assurance that the
and NYSE MKT will approve for listing additional @omon Shares issuable in connection with the Debesitand Warrants. In the event
TSX and NYSE MKT approve for listing Common Shaisssiable by the Corporation in connection with Brebentures and the Warrants,
Corporation anticipates that any such approval hmillt the number of Common Shares that may beeds$ee “Risk FactorsRisks Relate
to the Offering — The Corporation may make inteqggyments and Makéthole Amounts on the Debentures in Common Shardspan
principal amounts due at maturity or redemptio®€ommon Shares, however in certain circumstance€dgoration may not be able to is
Common Shares which may lead to a default undeD#ieentures”.

Investing in the Debentures and Warrants is highlyspeculative and involves a significant degree ofsk. Prospective investors shou
carefully consider the risks that are described inthe “Risk Factors” section of this prospectus supgment.

This prospectus supplement is filed by a Canadiarssuer that is permitted, pursuant to a multijurisdictional disclosure system adopte
by the United States and Canada, to prepare this pspectus supplement in accordance with Canadian di®sure requirements
Prospective investors should be aware that such ragements are different from those of the United Sites. The annual financie
statements incorporated herein by reference have ke prepared in accordance with International Finanéal Reporting Standards, a:
issued by the International Accounting Standards Bard (“IFRS”) and the interim financial statements incorporated lerein by
reference have been prepared in accordance with IFR using International Accounting Standard No. 34, ad thus may not be
comparable to financial statements of United Statesompanies.

Prospective investors should be aware that the actgition of the Debentures and the Warrants (and, ineach case, the underlyin
Common Shares) may have tax consequences both iretbinited States and Canada. Such consequences favastors who are resider
in, or citizens of, the United States or Canada mayot be described fully herein. See Certain Canadian Federal Income Ta
Considerations” and “Certain United States Federalncome Tax Considerations” in this prospectus supgment.
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The enforcement by investors of civil liabilities mder the United States federal securities laws maye affected adversely by the fact thi
the Corporation is incorporated under the federal Aws of Canada, that most of its officers and direots are residents of Canada, ths
some or all of the experts named in this prospectusupplement are residents of a foreign country, anthat a substantial portion of the
assets of the Corporation and said persons are Idea outside the United States.

NEITHER THE UNITED STATES SECURITIES AND EXCHANGE C OMMISSION (“SEC”) NOR ANY STATE SECURITIES
COMMISSION OR ANY CANADIAN SECURITIES REGULATORY AU THORITY HAS APPROVED OR DISAPPROVED OF THE
DEBENTURES, THE WARRANTS (OR THE UNDERLYING COMMON SHARES), OR PASSED ON THE ACCURACY OF

ADEQUACY OF THIS PROSPECTUS SUPPLEMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENCE.
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GENERAL MATTERS

This document is in two parts. The first part isstprospectus supplement, which describes the fapéerms of the Debentures ¢
Warrants, and also adds to and updates certaimmaton contained in the base shelf prospectus@fCQorporation dated February 12, 2
(the “base prospectus), and the documents incorporated by reference harartherein. The second part is the base prospeehich give:
more general information, some of which may notlypp the Offering. This prospectus supplementdsrded to be incorporated by refere
into the base prospectus solely for the purposebefOffering. If any information varies betweenstprospectus supplement and the
prospectus, you should rely on the informationhiis prospectus supplement. In this prospectus sompit, all capitalized terms used anc
otherwise defined herein have the meanings provitdae base prospectus.

You should rely only on the information contained or incorporated by reference into, this prospedupplement and the b
prospectus. The Corporation has not authorizedb#tmsr person to provide you with different or adutitl information. If anyone provides y
with different or inconsistent information, you st not rely on it. The Corporation is not makingatfer to sell the Debentures or Warrani
any jurisdiction where the offer or sale is notrpited. You should assume that the information appg in this prospectus supplement,
base prospectus and the documents incorporatedfésence herein and therein is accurate only dkeofespective date of the documer
which such information appears, regardless ofithe of delivery of this prospectus supplement oawy sale of Debentures or Warrants.
Corporation’s business, financial condition, resait operations and prospects may have changed sinse dates.

In December 2013, one of the Agents, on behalhefGorporation, contacted the lead subscriber tandther potential investors, w
respect to a possible private placement of seeardf the Corporation. The amount of the contereglatffering was between $40 million ¢
$60 million. No offer to buy or indication of in&st by any potential investor was accepted by t@ation. The Corporation abandonec
contemplated private placement on or before Decethe?2013. This prospectus supplement, includiregliase prospectus, supersede:
offering materials used in the abandoned priveaegihent.

This prospectus supplement contains referenceartongs before interest, taxes, depreciation anor@mation (‘“EBITDA”"). EBITDA is
a measure of operating performance that is noutzkd in accordance with, and does not have andatdized meaning prescribed by, IF
and therefore may not be comparable to similatledi measures presented by other reporting issaeis,should not be construed as
alternative to other financial measures determineatcordance with IFRS. EBITDA in this prospecsupplement has the meaning set for
each of the Brookfield Debt or Credit Facility ggphcable.

DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by referencehis prospectus supplement and the base prospectmsdocuments filed with tl
securities commissions or similar authorities inteaf the provinces of Canada. Copies of the docsn@corporated herein by reference
be obtained on request without charge from the @atp Secretary of the Corporation at Suite 235yaRBank Plaza, South Tower, 200 |
Street, Toronto, Ontario M5J 2J2, telephone 416-B&0 and facsimile 416-360F09, or by accessing the disclosure documentdale
through the Internet on the Canadian Securities iAhtnators’ System for Electronic Document Analysis and Retie{SEDAR) a
www.sedar.com and on the SEC’s EDGAR system, wbéchbe accessed at www.sec.gov.

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

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

(b) the audited consolidated financial statements efGlorporation and the notes thereto for the firelngéar ended December
2012, which comprise the consolidated balance shestat December 31, 2012 and December 31, 20d1th@nconsolidate
statements of operations and comprehensive loasetstiders’equity and cash flows for the years ended Dece@beR012 an
December 31, 2011, prepared in accordance with IRR&S “ Annual Financial Statements”), together with the independ:
auditor? report thereon
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(c) the Corporatio’s manageme’s discussion and analysis relating to the Annuadiéial Statement

(d) the unaudited interim condensed consolidatednftial statements of the Corporation for the #meath and ninenonth period
ended September 30, 20:

(e) the Corporation’s management’s discussion aradyais for the three-month and nine-month periedded September 30, 2013 (’
MD&A ");

() the Corporatiors management information circular dated April 1120n connection with the May 9, 2013 annual andcix
meeting of the shareholders of the Corporat

(g) the Corporation’s material change report daiedch 1, 2013 regarding the National Instrumentl83-Standards of Disclosure 1
Mineral Projects(* NI 43-101") technical report titled Technical Report Lac des lles Mine, Ontario, Incoging Prefeasibilit
Study Offset Zone Phas” dated February 13, 2013 (effective date of Jan8&r2013) (th¢ LDI Report ”);

(h) the Corporatiors material change report dated March 28, 2013 dégguthe appointment of Phil du Toit as Presiderd &hie
Executive Officer of the Corporation and the sdléhe Corporatio’s gold division, NAP Quebec Mines Lt

(i) the Corporation’s material change report datéaly 16, 2013 announcing the Corporat®mperating, development and finan
results for the three months ended March 31, 2

() the Corporation’s material change report datede 17, 2013 regarding the Corporatiod'S$130 million debt financing, a Cdn.!
million private placement of Flow-Through Shares @efined below) and the extension of the Corponai operating crec
facility;

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

()  the term sheet for the Offering dated January 0344the” Term Sheet”);

(m) the Corporation’s material change report dataduary 23, 2014 in respect of the Offering (théahuary 23, 2014 Materia
Change Report”); and

(n) the amended term sheet for the Offering dated Jar8 2014 (th¢ Amended Term Shee™).

Any material change reports (excluding confidentredterial change reports), annual information foringerim consolidated financ
statements (including the related managensediscussion and analysis), annual audited coraefidfinancial statements (including
auditors’ report thereon and the related managemeigcussion and analysis), business acquisitiportg, information circulars and any ot
disclosure documents required to be incorporatedebgrence herein under National Instrument 44-30drt Form Prospectus Distributic
which are filed by the Corporation with the sedagtcommissions or similar authorities in eachhef provinces of Canada after the date of
prospectus supplement and prior to the terminatibthe Offering shall be deemed to be incorpordtgdreference into this prospec
supplement. In addition, any document filed by @wporation with, or furnished by the Corporationthe SEC pursuant to the U.S. Secul
Exchange Act of 1934, as amended (tHexthange Act”), subsequent to the date of this prospectus suppltemnenprior to the termination
the Offering shall be deemed to be incorporatedetgrence into this prospectus supplement (in #se of any Report on Formkg-if and tc
the extent expressly provided in such report).

Any statement contained in the base prospectubjsrprospectus supplement or in a document incatpd or deemed to be incorpor:
by reference herein or therein for the purposabefistribution of the Debentures and Warrant$ vdldeemed to be modified or superse
for purposes of this prospectus supplement, textent that a statement contained herein or i#se prospectus or in any other subseqt
filed document which also is or is deemed to beiporated by reference herein or in the base podspenodifies or supersedes such |
statement. The modifying or superseding statemeatl mot state that it has modified or supersedpdoa statement or include any ot
information set out in the document that it modifee supersedes. Any statement so modified or saged will not be deemed, except as so

sl
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modified or superseded, to constitute a part of grospectus supplement. The making of a modifginguperseding statement will not
deemed an admission for any purposes that the mddifr superseded statement, when made, constituteisrepresentation, an unt
statement of a material fact or an omission toestamaterial fact that is required to be statethat is necessary to make a statemen
misleading in light of the circumstances in whitlvas made.

Upon a new annual information form and correspogdinnual financial statements and related managésndiscussion and analy
being filed by the Corporation with securities coissions or similar authorities in each of the pnoés of Canada during the currency of
prospectus supplement, the previous annual inféomafiorm and corresponding annual financial stateieand related management’
discussion and analysis, all interim financial estaénts and managementiscussion and analysis and all material chaapgerts filed prior t
the commencement of the then current financial yétibe deemed no longer to be incorporated ihis prospectus supplement for purpt
of future offers and sales of the Debentures and-&ts hereunder.

Upon each new filing of interim financial statemgeand related managementliscussion and analysis filed with securities wogsion:
or similar authorities in each of the provincesGi#nada during the currency of this prospectus suppht, the previous interim financ
statements and managementliscussion and analysis filed prior to the comeeement of the then current interim period will beethed n
longer to be incorporated into this prospectus krpent for purposes of future offers and saletief@ebentures and Warrants hereunder.

MARKETING MATERIALS

The Term Sheet and the Amended Term Sheet incdgubtay reference in this prospectus supplemennatepart of this prospect
supplement to the extent that the contents of slotuments have been modified or superseded bytemsat contained in this prospet
supplement. Any template version of “marketing mats” (as defined in National Instrument 41-101General Prospectus Requiremets
filed after the date of this prospectus supplenaawt before the termination of the distribution unttie Offering (including any amendments
or an amended version of, the marketing materiafeiibed above) shall be deemed to be incorporatecand form an integral part of t
prospectus supplement. See “Documents Incorpolaté&kference”.

Statements included in the template version of Them Sheet relating to the details of the Offeriraye been modified in view
disclosure contained in this prospectus supplen@neflect changes to the details of the Offerimgl ahe proposed subsequent offer
including:

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

. to reduce the range of size of the proposed sukseaqifering (the “Second Tranche Offering”) of 7.5% convertible unsecut
subordinated series 2 debentures (tigefies 2 Debenture$) and series 2 warrants (theSeries 2 Warrants” and, together wit
the Series 2 Debentures, thé&éries 2 Securities) from an aggregate principal amount of Series 2 Delves of between $.
million to $45 million to up to $43 millior

. to include Warrants in the Offering as part of 8exies 1 Securities;

. to reduce the number of Common Shares issuable@ncise of the Series 2 Warrants from (x) 33.33%hefnumber of Comm
Shares issuable on conversion of the Debenturesten&eries 2 Debentures to (y) 33.33% of the nunsbeCommon Shari
issuable on conversion of the Series 2 Debent

. to include “full ratchet” anti-dilution provisionis the Warrants and the Series 2 Securities;
. the listing of the Debentures and the Series 2 Deefes on the TSX;
. to require the Shareholder Approval in respechefissuance of the Warrant Shares and Series 2it8es5u

. to change the formula used to calculate the mangatmversion, at the Compaisydption, of the Debentures into Common St
at maturity from the 5-day VWAP on the day precegdthe filing of the shelf supplement to 95% of tb@day VWAP, to :
maximum of the applicable conversion pri

. to add the conditions related to an optional red@mppr mandatory conversion at maturity, as furtthescribed underDetails o
the Offering™: {) the aggregate daily dollar trading volume of @@mmon Shares on the TSX and NYSE MKT for eacthefl(
days prior to the applicable date exceeds $5.5amjlland (ii) no Equity Condition Failure has oamat and is continuing to t
Corporatior's ability to call the Series 2 Warran

. to include a cashless exercise right for the Wasrand the Series 2 Warrants in certain circumssnc

. to add the conditions that (i) the aggregate dadgling volume of the Common Shares on the TSXthadNYSE MKT for each ¢
the 10 days prior the redemption or conversion edsé5.5 million; and (i) n

S-iii
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Equity Condition Failure has occurred to the Cony's ability to mandatorily convert the Debentures HredSeries 2 Debenture

. to include a requirement that the lead investor @@y must solely approve certain amendments t&énes 1 Securities and
Series 2 Securitie!

. to provide the lead investor with restrictive praggive / participation rights on future offerings;

. to include penalty interest provisions if the Compas in default and penalties for other defadutis|uding late delivery of share
and

. to include late payment charges;

from what was disclosed in the Term Sheet. SeeéReDevelopments” and “Details of the Offering”.

Pursuant to Section 9A.3(7) of National Instrum&it102 —Shelf Distributions the Corporation has prepared a blackline of threeAde:
Term Sheet against the original Term Sheet to shewnodified terms of the Offering and Second Then©ffering. The Amended Term St
and blackline can be viewed under the Corporatipnfile on www.sedar.com. See “Recent Developmerisie Offering and the Seca
Tranche Offering” for a summary of the changes leetwthe Term Sheet and the Amended Term Sheet.

CURRENCY AND FINANCIAL STATEMENT PRESENTATION

Unless otherwise specified or the context otherwesguires, all references to dollar amounts in finsspectus supplement, the
prospectus or in any documents incorporated byarée herein and therein are references to Candditars. References to “$” or “Cdn.$”
are to Canadian dollars and references to “US$tate S. dollars.

Unless otherwise indicated, annual financial steteis incorporated by reference herein have begmaprd in accordance IFRS
interim financial statements incorporated hereinréference have been prepared in accordance WRIS;Ikising International Accounti
Standard No. 34.

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

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

On January 27, 2014 the noon buying rate for onea@ian dollar expressed in United States dollazgjuted by the Bank of Cana
was $1.00=US$ 0.90 (or US$1.00=$1.11). The Canattidlar/U.S. dollar exchange rate has varied sigmiftly over the last several years
investors are cautioned that the exchange ratsemied here are historical and are not indicatiatare exchange rates.

CAUTIONARY NOTE TO UNITED STATES INVESTORS

This prospectus supplement, the base prospectuthamdbcuments incorporated by reference hereintlagr@in have been preparet
accordance with the requirements of Canadian gesulaws, which differ from the requirements ofitdd States securities laws. Unl
otherwise indicated, all reserve and resource estisnincluded in this prospectus supplement, thee hmospectus and the docum
incorporated by reference herein and therein haanband will be, prepared in accordance with NL@3 and the Canadian Institute
Mining, Metallurgy and Petroleum classification &ym. NI 43101 is a rule developed by the Canadian Securi@sinistrators the
establishes standards for all public disclosuressimer makes of scientific and technical informatoncerning mineral projects.

Canadian standards, including NI 4841, differ significantly from the requirements thie SEC, and reserve and resource inform
contained in or incorporated by reference into ghigspectus supplement and the base prospectusahég comparable to similar informat
disclosed by U.S. companies. In particular, andieut limiting the generality of
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the foregoing, these documents use the terms “medsasources”, “indicated resources” and “inferresburces”Investors are advised tt
while such terms are recognized and required bya@ian securities laws, the SEC does not recogh&®.t The requirements of NI 431 fol
the identification of “reserves” are also not taeng as those of the SEC, and reserves reportdetfyarporation in compliance with NI 431
may not qualify as “reserves” under SEC standatigler U.S. standards, mineralization may not bestfied as a “reservelinless th
determination has been made that the mineralizatmuid be economically and legally produced or ated at the time the rese
determination is made. Investors are cautionedtmassume that any part of a “measured resourcéfndicated resourceWill ever be
converted into a “reserve”. Investors should alsdarstand that “inferred resourcdsive a great amount of uncertainty as to theitexte an
as to their economic and legal feasibility. It canbe assumed that all or any part of “inferrecbueses”exist, are economically or lega
mineable or will ever be upgraded to a higher aatgegUnder Canadian rules, estimated “inferred weses” may not form the basis
feasibility or pre-feasibility studies except inrgacases. In addition, disclosure of “contained cesiiin a mineral resource is permit
disclosure under Canadian regulations. However,SBE€ normally only permits issuers to report mifieaéion that does not constiti
“reserves’by SEC standards as in place tonnage and gradeywiteference to unit measures. Accordingly, im@tion concerning minel
deposits set forth in this prospectus suppleméstpase prospectus and the documents incorporateddsence herein and therein may nc
comparable with information made public by companat report in accordance with U.S. standards.

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

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This prospectus supplement and the base prospextiusle or incorporate by reference certain statéam¢hat are “forwardeoking
statements” and/or “forward-looking information”high include future oriented financial informatiomithin the meaning of the “safe harbor”
provisions of the United States Private Securitigigation Reform Act of 1995 and Canadian secastiaws. All statements other tl
statements of historical fact are forward-lookirtgtements. The words “expect”, “believe”, “antidgga “contemplate”, “target”, “plan’

“may”, “will", “intend”, “estimate” and similar expessions identify forwartboking statements, although these words may ngrégent in a
forward-looking statements. Forwal@bking statements included in this prospectus kmpent, the base prospectus and the docul
incorporated by reference herein and therein irgludthout limitation, information as to the Corption’s strategy, plans or future financia
operating performance, such as the Corporationfmmesion plans at the Lac des llesL®l ") mine, project timelines, production pla
projected cash flows or capital expenditures, tigyj cost estimates, mining or milling methodspjpcted exploration results, resource
reserve estimates and other statements that expessgement’s expectations or estimates of futeriopnance.

Forwardiooking statements involve known and unknown righat may cause actual results to be materiallyeddfit from thos
expressed or implied by the forward-looking statetseSuch risks include, but are not limited to:

. the ability of the Corporation to continue as angotoncern;

. the ability of the Corporation to obtain substangéidditional financing necessary to fund both sltenn and longerm operatior
and capital expenditure requiremet

. shareholders may not approve the issuance of threafMeéShares and Second Tranche Offering;
. risks associated with the expansion of the LDI mine

. fluctuations in commodity prices, interest rated foreign exchange rates;

. deterioration of general economic conditions;

. the Corporation’s inability to achieve or maintgiroduction and operating cost estimates;

. additional capital expenditure requirements;

. inaccuracy of mineral resource and reserve estgnate

. the demand for, and cost of, exploration, develagraed construction services;
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the possibility of construction and commissionirgdays;

risks related to future exploration programs, idahg the risk that future exploration will not rapke mineral resources and min
reserves that become deplet

inherent risks associated with mining and proceggssircluding environmental hazards;

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

the Corporation’s reliance on third parties for #ing and refining the concentrate that is produatthe LDI mill;
employment disruptions, including in connectionhwgbllective agreements between the Corporationuainzhs;
environmental and other regulatory requirements;

the costs of complying with environmental legisiatand government regulations;

risks related to the Corporation’s ongoing relatiaith First Nations;

the risk that permits and regulatory approvals seagy to conduct operations will not be availableadimely basis, on reasone
terms, or at all

loss of key personnel;

competition from other current and potential neaducers of palladium and platinum group metals;

current or future litigation (including class actf) or regulatory proceedings, including the Chastion (as defined below);
the development of new technology or new alloys toald reduce the demand for palladium;

risks related to the Corporation’s hedging straegi

lack of infrastructure necessary to develop thepGration’s projects;

the ability of the Corporation to maintain adequaternal control over financial reporting and didstire controls and procedur
and

the consequences of events of default providechén Gorporatiors Credit Facility, the 2012 Convertible Debentuessl the
Brookfield Debt (each as defined below), some oicWwlare beyond the Corporat’s control.

Forwardiooking statements, including future oriented fic@ahinformation, are necessarily based on a nurobéactors and assumptic
that, while considered reasonable by managemeatinlerently subject to significant business, ecasicoand competitive uncertainties
contingencies. Factors and assumptions containgthisnprospectus supplement, the base prospecuish@ndocuments incorporated
reference herein and therein that may prove tmberiect, include, but are not limited to, the daling:

that additional financing for the Corporatisntapital and development plans, including the Beécbranche Offering, will k
available, including on reasonable teri

that the LDI mine will be and will remain viable eqationally and economically;

that expectations for mill feed head grade, recpvates and mill performance will be as expecteth@t_DI mine;
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. that plans for mine production, mine developmenjguts, mill production and exploration will prockas expected and on budget;
. that the Corporation will pursue future developmenajects;
. that market fundamentals will result in reasonal@mand and prices for palladium and by-product lmétehe future;

. that the Corporation will not be subject to any enall environmental incidents, significant regufgtehanges or material labc
disruptions;

. that the information and advice the Corporationegeived from its employees, consultants and advielating to matters such
mineral resource and mineral reserve estimatesnesgng, mine planning, metallurgy, permitting amavironmental matters
reliable and correct and, in particular, that thedels used to calculate mineral resources and alineserves are appropriate
accurate; an

. that the Corporation and its contractors will bkedb attract and retain sufficient qualified emyes.

All of the forwardiooking statements made in this prospectus supplentee base prospectus and the documents incdéepots
reference herein and therein are qualified by tlasgionary statements and other cautionary statesnue factors contained herein, and t
can be no assurance that the projected resultsv@labments will be realized or, even if substdigtizalized, that they will have the expec
consequences to, or effects on, the Corporation.afe cautioned not to put undue reliance on fa@oking statements. All forwarkboking
statements in this prospectus supplement, thegraspectus and the documents incorporated by referieerein and therein are made as ¢
date of the document in which such statements apped the Corporation disclaims any obligatiorupmate or revise any forwatdeking
statements, whether as a result of new informa#wants or otherwise, except as expressly reqbiyddw.
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THE CORPORATION

North American Palladium Ltd. is the successor tadsleine Mines Ltd., a corporation incorporatedauritie Mining Companies A
(Québec) by letters patent in 1968. In January 1®BBftleleine Mines Ltd. was amalgamated with 22834 Québec Inc. and the amalgam
corporation was wound up into the federally incogted parent corporation, 2750538 Canada Inc. &htigy changed its name to Madele
Mines Ltd. and, in June 1993, the name was chatmé&tbrth American Palladium Ltd. The Corporatiomtinues to exist under tHéanad:
Business Corporations A(* CBCA ").

The Corporatiors head and registered office is located at 200 8aget, Suite 2350, Royal Bank Plaza, South Towerpnto, ON
Canada M5J 2J2, telephone: (416) 360-7590, facsiif#ill6) 360-7709.

The Corporation has one material wholly owned glibsy, Lac des lles Mines Ltd. The following chaktscribes the Corporatian’
structure as at the date hereof.

MNorth American
Palladium Ltd.
Canada
100%
8616868 Canada Ltd. s Sheh;:\:::::n W
Canada Lac des lles Mines Ltd.
Canada

Legris Lake Property
(Option Agreement)
Ontario

Salmi Property
{Option Agreement)
Ontario

Lac des lles Mine Buck Lake Property
Ontario Ontario

Shabaqua Property
{Option Agreements)
Ontario

Taman Lake Property
Ontario

Bullseye Property Chisamore Property
Ontario Ontario

Tib Lake Property
(Option Agreement)
Ontario

Wakinoo Lake Property

{Option Agreement)
Ontaria

Demars Lake Property Dog River Property

Ontario Ontario

Overview of the Business

The Corporation is an established precious metaldyter that has been operating its flagship LDiarin Ontario, Canada since 1¢
The LDI mine is one of only two primary producefsalladium in the world, offering investors levgeato the price of palladium.

The LDI mine complex consists of an operating ugdmind mine and a 15,0@6nne per day mill. The primary deposits on thepprty
are the Roby Zone (which was mined through an gpeand underground) and the underground OffseteZvhich is approximately 3!
metres west from the underground Roby Zone), allfath contain disseminated magmatic palladium dipavith some platinum, gold, nicl
and copper byroducts. As of the end of 2013, the Corporatiod fiabstantially completed Phase | of its expansifotiie underground mir
resulting in the transition to shaft-based infrasture. See “Recent Developments — LDI Update”.

The Corporation believes that there remains sicguifi exploration upside near the LDI mine, wheraimber of exploration targets hi
been identified for potential future production gth. The exploration upside is further
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complemented by LDI's existing infrastructure, inding the excess capacity at its mill and shatft.

Recent Developments
The Offering and the Second Tranche Offering

The offering of up to $75 million aggregate pririmmount of unsecured subordinated convertibleedelbes under the Offering ¢
Second Tranche Offering was announced by the Catiparon January 13, 2014, as more fully describétle Term Sheet and the January
2014 Material Change Report. Subsequently, a numbtarms of such offering were amended to inclutapng other things, an increas:
the size of the Offering to up to $32 million pripal amount of Debentures, and to include the Whsrn the Series 1 Securities being offi
pursuant to this prospectus supplement and a pedp8scond Tranche Offering of up to $43 million reg@te principal amount of Serie
Debentures together with the associated Series 2avita, as more fully described in the Amended T&meet. Other changes to the T
Sheet, as set out in the Amended Term Sheet, iachrdong other things, the inclusion of “full ragthanti-dilution provisions in the Warrar
and Series 2 Securities. Other than pricing andcral amounts, it is expected that the Series@ii®ees will be substantially similar to t
Series 1 Securities, except investors should atethe Debentures do not contain similar “fulletedt” antidilution provisions as the Warra
and the proposed Series 2 Securities. See “Mark®mterials”.

The lead subscriber has indicated that it inteldsubscribe for $20,000,000 principal amount of &ebres and associated Warr.
under the Offering and an additional $20,000,006¢gpal amount of Series 2 Debentures and assacBégies 2 Warrants in the Sec
Tranche Offering. The lead subscrilsesubscription is expected to be subject to cedamditions contained in the Subscription Agreetr
described under “Details of the Offering — Subg@ip Agreement”.

As required by the TSX, the issuance of the WarBirdres, the “full-ratchet” antilution provisions contained in the Warrants ahne
Series 2 Securities, and the issuance of the S2i&ecurities (including Common Shares issuableeutite Warrants and Series 2 Securit
must be approved at a duly called and held meatirgihareholders of the Corporation (th&Hareholder Meeting”). Resolutions providin
for such approvals must be approved by a majofigisinterested holders of outstanding Common Shéae determined by the TSX), pre:
or represented by proxy at the Shareholder Me€ti®hareholder Approval”). The Corporation anticipates that the Shareholdestivig will
be held on or about March 18, 2014, or on suchrathte as the Corporation determines.

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

In the fourth quarter of 2013, a construction Wess placed on the LDI mine by a supplier. The Crafion paid the supplier the amo
owed at the time and the lien was removed. Howetés,resulted in an event of default as at DecerBlhe 2013 under the Brookfield Di
and, as a result of a crodsfault and a related financial covenant breache\amt of default under the Credit Facility, and¢adingly eac
lender has had the ability to accelerate its loAsswell, the Brookfield Debt became classifiedaasurrent liability as at December 31, 2
under IFRS. The Corporation has received formaleraifrom both lenders, and the event of defaidtbeen cured.

In connection with an aggregate outstanding amownhg of approximately $1.66 million, there are remtly three other constructi
liens registered against the LDI mine property,alhilepending on the circumstances may lead to dipotation being in default under
Credit Facility and the Brookfield Debt. Managemaértends to seek to have such liens removed omsasoon as possible following,
closing of the Offering.

The Debentures will be subordinate in right of paymto the prior payment in full of current secuirdebtedness of the Corporal
(including the Credit Facility and the Brookfieldebt), as amended and/or replaced from time to tBee.“Details of the Offering — General”.

The Offering and Second Tranche Offering are beimgertaken to seek to remedy the serious finaddfétulties currently faced by tt
Corporation. See “Risk Factors — Risks RelatethéoLiquidity of the Corporation”.

LDI Update
As of the end of 2013, Phase | of the expansidh@iinderground mine at LDI was substantially catg!
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resulting in the transition to shdiased infrastructure. On January 6, 2014, the Catijpm announced that operations were making
progress ramping up underground production thrahghshaft. The Corporation continues to optimize uhderground ore handling syster
improve shaft production (which is largely comptetait not yet operating at full capacity) and tonpié increased utilization in 2014.

From January 1, 2014 through the date of this mass supplement, underground mining has proceadedn average rate
approximately 3,125 tonnes per day.

On a preliminary and unaudited basis, and subgechinge, based on the information currently akibléo the Corporation as of the ¢
of this prospectus supplement, the Corporation &sp® have spent a total of approximately $116ionilin capital expenditures during 2(
(excluding capitalized interest), of which approabely $92 million was spent on Phase | of the LODierexpansion, approximately $17 mill
was spent on the tailings management facility, goproximately $7 million was spent on other captglenditures.

A comprehensive update to the mineral reserve asdurce estimate at LDI is underway. The Corpamaisoworking with an extern
engineering firm to update its current mine plan tfte upper Offset Zone based on recent refinem@ntee underground mining meth
operating costs and capital expenditure forecdsts. results of this work will be incorporated imaw NI 43101 technical report that
expected to be published in the first quarter dff20

Preliminary 2013 Year End Unaudited Res!

On a preliminary and unaudited basis, and subfechinge, based on the information currently alokdléo the Corporation as of the ¢
of this prospectus supplement, the Corporation espe

. to have produced approximately 135,000 ounces wélga palladium for the year ended December 313281 a cash cost
ounce of approximately US$560 (net o-product revenue’

. to have a working capital deficit as at December2Ril3 of approximately $181 million, which inclidapproximately $49 millic
in accounts payable (including approximately $40iom of trade payables, some of which were, anthes®f which remain,
arrears), $18 million of outstanding borrowings endhe Credit Facility, $179 million of outstandidgprrowings under tt
Brookfield Debt (since an event of default had be¢n waived at December 31, 2013, the BrookfieldtDeuld be classified as
current liability under IFRS) and $9 million in ¢aand cash equivalents, ai

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

The preliminary financial and operating informatimicluded in this prospectus supplement reflectaagament estimates based sol
upon information available to the Corporation asha date of this prospectus supplement. The prgdig information presented above
subject to the completion of the Corporat®ifinancial closing procedures. Actual results tfar year ended December 31, 2013 will nc
finalized until after the Offering is completed andhy differ materially from the above estimatescéwingly, you should not place unt
reliance upon these preliminary results. See “IRia&tors” and “Cautionary Note Regarding ForwardHing Statements.”

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

. production of 170,000 to 175,000 ounces of payalakadium, at an average cash cost per ounce ob6&B#et of byproduc
revenue); ani

. spending approximately $30 million in capital exgitares, plus approximately $4 million on explooati

The Corporation anticipates that the LDI mine widinerate positive cash flow from operations befeoeking capital changes in fist
2014. After including working capital changes iscfl 2014, the Corporation expects to generatetivegaash flows from operations, prima
as a result of an expected decrease in accoungblgags the Corporation transitions away from isitenconstruction activity and an expe
increase in accounts receivable as production rasppat the LDI mine. The Corporation believes it proceeds of the Offering and
Second Tranche Offering will be
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sufficient to fund the Corporatiosi'activities for the next 12 months (assuming sefférings are completed for proceeds to the Cotpmrant
not less than $70 million).

The Corporation also is required to begin payirtgriest on the Brookfield Debt in cash before thd ehthe second quarter of 20
which, if achieved, would reduce interest rategtanBrookfield Debt to 15% per annum from the cotr&9% per annum. See Brookfield
Debt Financing”.

As a result of the Corporatiamongoing review of its development strategy, managnt currently believes that development of thé
mine at depth will be critical to satisfying the ioration’s financial obligations and for its lotgrm profitability. Additional diamond drillin
followed by appropriate engineering studies is negglin order to determine the economic viabilibdacapital costs of deepening the shaft
developing the mine at depth. The Corporation id$eto commission a technical study to assess theefigrowth potential of LDI
evaluating: expansion of the mine at depth; alt&reamining methods; and several lateral developgmagportunities. The Corporati
anticipates that the technical study, if commiss@hrwill be completed in the second half of 201derkif the Offering and the Second Trar
Offering are completed for proceeds to the Corpamnadf not less than $70 million, using consenseainprice assumptions, the Corpora
believes that significant additional equity (oraifailable, debt) financing will be required stagtin 2015 to expand the mine at depth.

Results for fiscal 2014 and 2015 are very diffidoltestimate accurately, and are subject to muclkentainty, including as a result of
reasons outlined under “Cautionary Note RegardiogvBrd-Looking Statements”. Such estimates refleahagemens’ beliefs based sole
upon information available to the Corporation ashef date of this prospectus supplement. See ‘Ragkors”.

Brookfield Debt Financint

On June 7, 2013, the Corporation completed a US$illiidn term loan financing (the Brookfield Debt ") with Brookfield Capite
Partners Ltd. (Brookfield "). The Brookfield Debt was amended on November 293264sulting in an additional advance of US$21 .Hioni
in cash to support the Corporatisnvorking capital needs and continue funding ofiregaand capital expenditures at LDI. The cash rem
consisted of an additional US$15 million and a mefof US$6.4 million of cash interest previouslydoto Brookfield, which was added to -
existing facility. The Corporation’s obligations der the Brookfield Debt are guaranteed by the Gatn’'s wholly-owned subsidiary, L
des lles Mines Ltd. (‘“LDIL "). The Brookfield Debt, and the guarantee of LDIL, aerured by first priority security interests or
Corporation’s and LDILS assets other than the accounts receivable amemtornes, which are subject to a second priorityugty interest
Pursuant to the amendment, the interest rate heas dmculated as if the Corporation had electeattwue interest on the loan from the da
the original closing of the Brookfield Debt (Jung2013), resulting in an interest rate of 19% utité Corporation elects to revert to ¢
interest payments. At such time as the Corporatients to revert to cash interest payments, therdat rate will be 15% per annum on
principal amount outstanding, which principal ambimeludes capitalized interest. As a result of iteoactive application of the 19% inte:
rate to June 7, 2013, as at December 31, 2013gregate US$172.6 million principal was outstandinder the Brookfield Debt consisting
US$148.9 million of loans and capitalized commitinées; US$15.6 million of accrued and capitalizerest; and US$8.1 million of
capitalized amendment fee. Pursuant to the amendmerpayment of any principal (including capitelizinterest) would be subject t
prepayment fee and voluntary prepayment conditions.

The Brookfield Debt contains covenants typical loif ttype of facility including maintaining a senidebt to EBITDA ratio (the
EBITDA Ratio ") of 12:1 beginning in October 2014, which ratio pessgively declines to 4:1 after July 2015. EBITDAthis prospectt
supplement has the meaning set forth in each oBtieekfield Debt or Credit Facility as applicablEhe Corporation must also maintai
minimum shareholdergquity of not less than $200 million and may notkenaapital expenditures (excluding interest caigiéal under th
Brookfield Debt) in any fiscal year in excess dftfie amounts expended in respect of the LDI mila@ and (ii) certain annual amoul
including a cap of $120.9 million in fiscal 2013da#i75 million in fiscal 2014. The Corporation usggortion of the net proceeds from
Brookfield Debt to redeem in full its existing sensecured notes due October 4, 2014 ($72 millimcjuding the redemption premium rela
thereto, and used the remaining net proceeds faitat@xpenditures at the LDl mine. The Corporatweviously disclosed that it expect:
record a noreash loss of approximately $14.5 million in therfbuguarter of 2013 related to the accounting ineatt of the amendment to
Brookfield Debt. However, due to a change in estadduture cash flows, the Corporation no longegpests to incur a loss related to
amended Brookfield Debt in the fourth quarter o120

In the fourth quarter of 2013, a construction Wess placed on the LDI mine by a supplier. The Crafion paid the supplier the amo
owed at the time and the lien was removed. Howehés,resulted in an event of default as at Decer8he2013 under the Brookfield Di
and, as a result of a cross-default and a relataddial covenant breach, an
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event of default under the Credit Facility, andadingly each lender has had the ability to acedéeits loans. As well, the Brookfield D
became classified as a current liability as at Ddwsr 31, 2013 under IFRS. The Corporation has vedeiormal waivers from both lende
and the event of default has been cured.

Extension of Credit Facilit

On June 7, 2013, the Corporation extended its US§iflibn revolving operating credit facility (the Credit Facility ") by an addition:
year to July 4, 2014. As at December 31, 2013Cioration had outstanding borrowings of US$30ilan under the Credit Facility and t
Credit Facility was fully utilized. The Credit Féity is secured by a first priority security intsten the Corporation’s and LDIE’account
receivable and inventories and a second prioritysty interest in the other assets of the Corponaand LDIL. See “Preliminary 2013 Ye:
End Unaudited Results”.

The Credit Facility contains covenants typical bisttype of facility, including maintaining a senidebt to EBITDA ratio of 12;
beginning in October 2014, which ratio progressivddclines to 4:1 after August 2015. EBITDA in thimspectus supplement has the me:
set forth in each of the Brookfield Debt or Cregiicility as applicable. The Corporation must alsgntain a minimum equity of not less tl
$200 million and may not make capital expendityesluding interest capitalized under the Brookfi€lebt) in any fiscal year in exces:s
(i) the amounts expended in respect of the LDI nuplaa and (ii) certain annual amounts, includingga of $120.9 million in fiscal 2013 a
$75 million in fiscal 2014.

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

Flow-Through Offering

On June 7, 2013, the Corporation entered into acigiion agreement in respect of a fully subsatibevate placement (thePrivate
Placement”) of flow-through shares (the Flow-Through Shares”) for aggregate gross proceeds to the Corporaticappfoximately $2
million. The Corporation issued the Flow-Througha&s in two tranches. The first tranche consiste?)668,009 FlowFhrough Shares, whi
were issued by the Corporation on June 19, 2018.sBeond tranche consisted of 8,590,328 Hbweugh Shares, which were issued by
Corporation on July 23, 2013. The Corporation usednet proceeds from the Private Placement fgibddi mine expansion expenditures
exploration activities at the LDI mine and propeirtyOntario that constitute “Canadian exploratioipense” as defined in tHacome Tax A
(Canada) (the Tax Act ).

RISK FACTORS

An investment in the Debentures and Warrants iklhigpeculative and involves a significant degréeisk. In addition to the oth
information contained in this prospectus supplemém base prospectus and the documents incormbiayereference herein and there
including without limitation, the risk factors refed to in the base prospectus and the AIF underhbading “Risk Factors”prospectiv
investors should carefully consider the factors@dtbelow in evaluating the Corporation and itssimess before making an investment ir
Debentures and Warrants. If any event arising frihise risks occurs, the Corporat's business, prospects, financial condition, resal
operations or cash flows could be adversely affctbe value of the Warrants could decline, thelimng price of the Debentures or
Common Shares issuable thereunder could declineadindr part of any investment in the Debenturesari&nts or the Common Sha
issuable thereunder may be lost. Additional riskd ancertainties not currently known to the Corgama or that the Corporation current
deems immaterial may also materially and adverséfigct the Corporatiors business, prospects, financial condition, resolteperation an
cash flows.

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

While the Corporation has operations that genamtenue, the Corporation incurred net losses ofZ68llion and $66.0 million in tr
years ended December 31, 2011 and 2012 and assebidb34.4 million in the nine months ended Sepe30, 2013. As at December
2013, on a preliminary and unaudited basis, sulieathange and based on the information currentil@ble to the Corporation, t
Corporation had an estimated working capital dei€approximately
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$181 million, which includes approximately $49 noill in accounts payable (including approximatel $dillion of trade payables, some
which were, and some of which remain, in arre#$8 million of outstanding borrowings under the @ré&acility, $179 million of outstandir
borrowings under the Brookfield Debt (since an évendefault had not been waived at December 3132¢he Brookfield Debt would |
classified as a current liability under IFRS) aRdrillion in cash and cash equivalents.

After including working capital changes, the Colgtrn expects to generate negative cash flows frperations in fiscal 2014, primar
as a result of an expected decrease in accounéblgags the Corporation transitions away from isitenconstruction activity and an expe«
increase in accounts receivable as production rampps LDI. The Corporation does not currently hau#ficient committed available debt
equity financing in place to continue operationd arploration and development activities and fulhafaits planned capital expenditures, .
the borrowing availability under the Credit Fagilis limited based on a borrowing base calculatids.a result, the Corporatiagiability tc
continue as a going concern is dependent on thpotation securing additional financing. Althougte fBorporation believes that the proce
of the Offering and the Second Tranche Offerind b sufficient to fund the Corporatianactivities for the next 12 months (assuming
offerings are completed for proceeds to the Cotmraf not less than $70 million), there can beassurance that the Offering will be f
subscribed as there is no minimum amount of fuhds$ must be raised under the Offering, and therebeano assurance that the Se«
Tranche Offering will be completed or that any aiddial financing will be available on acceptablents, if at all. Failure to obtain necess
financing at the time required may result in théager indefinite postponement of exploration, depenent or production on any or all of
Corporation$ properties, or the loss of one or more of itpprty interests, and could ultimately cause thep@@tion to cease operations.
“Risks Related to the Offering ¥he Debentures are unsecured, are subordinatghh af payment to the prior payment in full of cam
secured indebtedness of the Corporation, as ameam#dr replaced from time to time, and are stmatiyi subordinate to all liabilities of tl
Corporation’s subsidiaries”.

Although the Corporation currently expects to rais® to $32 million in the Offering and up to $43 ffion in the Second Tranche Offering
there is no certainty that such financing will bevailable.

Although the Corporation currently expects to raigeto $32 million in the Offering and up to $43llion in the Second Tranc
Offering, there is no certainty that the such fitiag will be available in such amounts, or at @the Corporation has appointed Edgec
Capital Corporation and Canaccord Genuity CorpCamada, and Canaccord Genuity Inc. in the UnitedeSt as the exclusive placen
agents for the Offering and the Second Trancheridffe While the Agents have agreed to use theit bffsrts to sell such securities,
Agents will not be obligated to purchase any sé¢iegrthat are not sold. In addition, as a resuthefOffering and the Second Tranche Offe
being made on a best efforts basis with no minimtima, Corporation may raise substantially less tt@nmaximum total offering amoul
currently contemplated. Although the Corporatiopents to enter into the Subscription Agreementeispect of the Offering and Sect
Tranche Offering at or prior to the closing of Bering, the purchase commitment of the lead suibscwill, assuming such an agreeme
entered into, likely be subject to various condisipincluding Shareholder Approval, the completdrthe Offering within 10 days of the d
of the applicable prospectus supplement and, ircéise of obligations in connection with the Secdrahche Offering, the completion of -
Second Tranche Offering prior to March 30, 2014 anchinimum daily trading volume of Common Sharese(8Details of the Offering-
Subscription Agreement”)f the Corporation is unable to complete the Secbrahche Offering, or the Corporation is unableaise sufficier
funds in the Offering and the Second Tranche Qftgrithe Corporation will need to seek other altévea, which may include a de
restructuring, including a restructuring of the Betures.

The Warrants and Series 2 Securities will contaifuli-ratchet” anti-dilution provisions, which may &ect the Corporation$ ability to secur
future equity financing or reduce the proceeds afyaequity financings that would otherwise be avdila to the Corporation

The Warrants and Series 2 Securities will contditi-fatchet” antidilution provisions, which means that (with certaxceptions) ar
new issuances of Common Shares or securities diltleento Common Shares at a price, exercise @iogonversion price below those of
Warrants and Series 2 Securities, as applicableregult in the conversion price or exercise praéehe Warrants and Series 2 Securitie
applicable, being reduced to match the price, és@rprice or conversion price of such new issuasic€€ommon Shares or securil
convertible into Common Shares. The “full-ratchatiti-dilution provisions also apply to reduce the exacprice of the Warrants to
exercise price of the Series 2 Warrants, in theetree Series 2 Warrants have an exercise priceniile exercise price of the Warrants. Tl
anti-dilution provisions may result in an increased nembf Common Shares being issued in respect ofMhgants or Series 2 Securit
resulting in further dilution for holders of the oration’s equity or convertible securities, including theb@ntures, which could increase
risk of not obtaining Shareholder Approval, whichwd render the Warrants
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valueless, and may affect the Corporatsoability to secure future equity financing or reduhe proceeds of any equity financings that w
otherwise be available to the Corporation.

Shareholder Approval is required for the issuancktbe Warrant Shares and the Second Tranche Offagii

The issuance of the Warrant Shares, the “full-mftkanti-dilution provisions under the Warrants and the asse of the Series
Securities are subject to Shareholder Approvalemibtained at a Shareholder Meeting to be heldviatlg the closing of the Offering. T
Corporation anticipates that the Shareholder Mgetifll be held on or about March 18, 2014, or omlswther date as the Corpora
determines. There is no assurance that shareholdiérapprove the issuance of the Warrant Sharelaarthe Second Tranche Offering
Shareholder Approval of the issuance of the WarBirdres is not obtained, the Warrants would naéxeecisable and will be terminated
Shareholder Approval of the Second Tranche Offeigngot obtained, the Corporation will likely beqrered to immediately seek alternai
sources of financing; however there is no certaih&y alternative sources of financing will be daalie or, if available, that such financing \
be available on acceptable terms.

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

Based on managemesfreliminary internal review, significant additadrcapital expenditures will be required in ordeekpand the LLC
mine at depth and increase rates of production. Gtmporations management currently believes that developmettieof. DI mine at dep
will be critical to satisfying the Corporation’snfincial obligations and for its lonigrm profitability. Additional diamond drilling ftdwed by
appropriate technical studies are required in oraeetermine the economic viability and capitadtoof deepening the shaft and developing
mine at depth. The Corporation intends to commisaidechnical study to assess the future growtantiet of LDI by evaluating the expans
of the mine at depth, alternative mining methods several lateral development opportunities. Tiearigal study, if commissioned, would
targeted for completion in the second half of il 4.

Capital expenditures associated with expandind.-Blemine at depth and increasing rates of produnctidl require significant addition
financing. There can be no assurance that additforencing will be available to the Corporation hneeded or on terms acceptable t
Corporation. In addition, the consent of the lesdemder the Corporatiosithen existing debt facilities may be requireddoy such financir
transaction. There can be no assurance that suderts would be obtained. The Corporasoimability to obtain additional financing wol
severely limit the Corporation’s ability to achiepeofitability, and may ultimately require the Corption to cease operations.

The Corporation may not be able to generate suffiti cash to service all of its indebtedness, inchgithe Debentures, and may be forcec
take other actions to satisfy its obligations undes indebtedness, which may not be successful.

As of December 31, 2013, after giving effect to ffering and the Second Tranche Offering (assunsngh offerings are ful
subscribed), the Corporation estimates that it didalve had $344.9 aggregate principal amount @htetiness outstanding. The Corporaton
ability to make scheduled payments of interest pmtcipal on its outstanding indebtedness or tineafce its debt obligations depends o
financial and operating performance, which is scibje prevailing economic and competitive condiiaand to certain financial, business
other factors beyond its control. No assurancesbeaprovided that the Corporation will generatdisigint cash flow from operating activiti
to permit it to pay the principal, premium, if arand interest on its indebtedness. While the Caitpmr currently has the ability to pay inte
in kind on the Brookfield Debt, the terms of theoBkfield Debt require that the Corporation begipé&y cash interest after May 31, 2015.

In addition, the Brookfield Debt and the Credit fiaceach require the Corporation to maintain aximaum senior debt to EBITDA rat
beginning in October 2014. In October 2014, the imar EBITDA Ratio permitted is 12:1, which falls 1®:1, 9:1, 8:1, 7:1 and 6:1 over
next five subsequent months respectively, 6:1 foradditional month, to 5:1 for the following thre@onths and to 4:1 after that. If
Corporation’s EBITDA is not sufficient, or if thea@porations senior debt increases (including as a resulb®fQorporation accruing furtt
amounts of interest payable on the Brookfield Debprincipal), the Corporation may not be ableatisf/ the EBITDA Ratio. EBITDA in th
prospectus supplement has the meaning set foghadh of the Brookfield Debt or Credit Facility ggphcable. See “Risk FactorsGther Risk
Related to the Corporationhe Corporation may be required to record impairtotrarges which may adversely affect financial itssanc
could cause the Corporation to breach its covenardsr the Brookfield Debt and the Credit Facility”
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If cash flows, capital and other resources arefiicéent to fund the Corporatios’debt service obligations, the Corporation mafjobeec
to reduce or delay capital expenditures, sell assebperations, seek additional capital or restinecor refinance its indebtedness, including
Debentures. No assurances can be made that ther@iop would be able to take any of these actitms, these actions would be succe:
and permit the Corporation to meet its scheduldd glervice obligations, or that these actions wdndgermitted under the terms of existin
future debt agreements, including the Credit Rgcéind the Brookfield Debt. The Credit Facility atte Brookfield Debt currently restrict 1
Corporation$ ability to dispose of assets and use the proc&eds such dispositions and, accordingly, the Coaion may not be able
dispose of any assets or to obtain or use the pdscef any dispositions.

If the Corporation cannot make scheduled paymemntigsodebt, or comply with its covenants, it wik In default of such indebtedn

and, as a result:

. holders of such debt could declare all outstangitgcipal and interest to be due and payable;

. the lenders under the Credit Facility could terrtértheir commitments to lend the Corporation money;
. the holders of the Corporation’s secured debt coeddize upon the assets securing their borrowings;
. the Corporation could not pay interest on the Délres in cash or Common Shares;

. the Corporation would cross-default under certaatamal agreements;

. the Corporation could become the subject of resiring, insolvency, bankruptcy or liquidation predéngs, which could result
purchasers losing their investment in the Debesfward

. the value of the Common Shares could decline.
There are currently three other construction limwEstered against the LDI mine property, whichetepng on the circumstances r

lead to the Corporation being in default under @redit Facility and the Brookfield Debt. Manageméntends to seek to have such li
removed on, or as soon as possible following, tbsirg of the Offering.

Risks Related to the Offering

The Debentures and Warrants may not have an activarket and their price may be volatile. Purchasemay be unable to resell Debentur
or Warrants at a desirable price or at all.

The Debentures and Warrants constitute new isstisgaurities of the Corporation. There is currently market through which t
Debentures and Warrants may be sold and purchasgraot be able to resell the Debentures and Waraurchased under this prospe
supplement. The Corporation does not intend tdHistWarrants on any exchange or marketplace andanket for the Warrants is expecte
develop, which may adversely affect the priceslativthe Warrants trade. No assurance can be gizran active or liquid trading market
the Debentures will develop or be sustained. laetive or liquid market for the Debentures failslevelop or be sustained, the prices at w
the Debentures trade may be adversely affected.

The liquidity of the trading market in the Debemsir and the market price of the Debentures and/ahee of the Warrants, may
adversely affected by a number of factors, inclgdiat not limited to:

. whether the issuance of the Warrant Shares, tHeréichet” antidilution provisions of the Warrants, and the Secdmanchi
Offering receive Shareholder Approv

. in the case of the Debentures, prevailing intenasss;
. the markets for similar securities;
. the number of holders of the Debentures and Wayant

. the financial condition, results of operation amdgpects of the Corporation;
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. neither the Debentures nor the Warrants will bgibie with any securities issued under the Secamddhe Offering;

. the publication of earnings estimates or otheraedereports and speculation in the press or imest community about t
Corporation;

. that certain of the Debentures will be issued ifinitere form rather than through the facilities @depositary;
. the market price and volatility of the Common Skare
. changes in the industry in which the Corporatioarages and competition affecting the Corporatiawt a

. general market and economic conditions.

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

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

The rights of the trustees to enforce remedies wtgelndenture may be significantly impaired & tBorporation seeks the benefit of
restructuring provisions of applicable Canadianefatl bankruptcy, insolvency and other restructuriegislation. For example, both -
Bankruptcy and Insolvency A(Canada) (“BIA ") and theCompanies’ Creditors Arrangement A€@anada) (“CCAA ") contain provision
enabling an “insolvent persomd obtain a stay of proceedings against its cresliamd others, allowing it to retain possessionadrdinistratio
of its property and to prepare and file a propasgblan of compromise or arrangement for considamaby all or some of its creditors to
voted on by the various classes of its creditote Torporatiors secured creditors will likely be in their own sdathereby having effecti
voting control over the approval of any restruaigrplan or proposal. The restructuring plan or psap, if accepted by the requisite major
of creditors and if approved by the court, coulsutein the compromise or extinguishment of a hokleights under the Debentures and
result in the Corporation retaining possessionadministration of its property notwithstanding tlat Event of Default (as defined below)
occurred under the Indenture.

The powers of the courts under the BIA and partidulunder the CCAA have been exercised broadlgrtdect a restructuring ent
from actions taken by creditors and other paréd&sordingly, the Corporation cannot predict whethayments under the Debentures woul
made following commencement of or during such a@eding, whether or when the trustees could exetbisir rights under the Indentt
whether a holdes claims could be compromised or extinguished ursdesh a proceeding or whether and to what extetdeh® of thi
Debentures would be compensated for delays in payrifi@ny, of principal and interest.

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

To the extent that any claims under the Debentimeslaims under the Warrants or Common Sharegdssua conversion, redemptior
exercise of the Debentures or the Warrants, agdhe may be) are characterized as “equity claimsler a BIA or CCAA proceeding, th
such claims will not be entitled to any paymentilafter all of the Corporatios’ unsecured creditors have been repaid in full taadholders ¢
the Warrants or Common Shares issued on converg&damption or exercise of the Debentures or Wesras the case may be, may rec
nothing. In addition, if funds are not availablepay in full claims of the holders of the Corpooats current secured indebtedness, holde
the Debentures could receive no payment in any pumteedings.

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

If restructuring, insolvency, bankruptcy or liquida proceedings are initiated with respect to@weporation, the claim by any holdel
the Debentures for the principal amount of the Délres may be limited to an amount equal to the
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sum of the original issue price for the Debentufessordingly, in addition to risks relating to alter’s ability to receive payments of princi
and interest relating to the Debentures, in suatunistances, any claim by a holder of the Debeatimethe MakéA/hole Amount may not t
permitted. Accordingly, holders of the Debenturader these circumstances may receive a lesser artiaumthey would be entitled to rece
under the terms of the Indenture, even if sufficiends are available.

The Corporation currently has a substantial amouot indebtedness and significant interest paymenjueéements.

The Corporation currently has a substantial amo@inidebtedness and significant interest paymesuiirements. This substantial dec
of leverage could have important consequencesdioiehs of the Debentures and Warrants, includiegetiowing:

. it may limit the Corporatiors ability to obtain additional debt or equity fimamg for working capital, capital expenditures, t
service requirements, acquisitions or general gatpoor other purposes, or limit the Corporatioability to obtain such financil
on acceptable term

. a substantial portion of the Corporatisrcash flows from operations will be dedicatedhi® payment of principal and interest
indebtedness and will not be available for otherppses, including funding development and otherrapey expenses, capi
expenditures, working capital, future business opmities and other general corporate purpc

. the debt service requirements of the Corporatieaisor indebtedness could make it more difficulsatisfy the Corporatior’othe
financial obligations, including those related ie Debentures

. certain of the Corporatios’borrowings, including borrowings under the Créditility, are at variable rates of interest, expgst
to the risk of increased interest rat

. it may limit the Corporation’s flexibility in plaring for, or reacting to, changes in its busines$the industry in which it operates;

. it may limit the Corporatiors ability to adjust to changing market conditionsl place it at a competitive disadvantage comptn
its competitors that have less debt or greatentiizd resources

. it may limit the Corporatiors ability to pursue strategic acquisitions and othesiness opportunities that may be in its bastésts

. the Corporation may be more vulnerable to genataéise economic and industry conditions, or a damwnin general econorr
conditions or in its business; and

. the Corporation may be unable to carry out capjpehding that is important to its growth.

Under the current terms of the Credit Facility @ahd Brookfield Debt, the payment of principal ore tbebentures in cash would
prohibited unless consented to by the lendersdtitian, under the terms of the Credit Facilitye tBrookfield Debt and the Subordinat
Agreements (as defined below), the payment of @stein cash or Common Shares on the Debenturesdvimaubprohibited if a default h
occurred or would occur as a result of such paymaraddition, the Debentures will be subordinaiedhe Credit Facility and the Brookfie
Debt. See “— Details of the OfferingBoth the Credit Facility and the Brookfield Debt ton@ prior to the Maturity Date. If such ter
prohibiting payment in cash remain in place atNegurity Date, however, the Corporation expectsdek to repay the principal amount of
Debentures with Common Shares as described undaail® of the Offering — Description of the Debaegi— Payment at Maturitytyhich
may not be permitted. See “— The Corporation maljematerest payments and Mak#iole Amounts on the Debentures in Common Si
and pay principal amounts due at maturity or red@mpn Common Shares, however in certain circuncsta the Corporation may not be i
to issue Common Shares which may lead to a dafadkr the Debentures”.

The Corporation may incur substantially more dehttake other actions that affect its ability to ssfy its obligations under the Indenture.
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As of December 31, 2013, the Corporation had oudétey borrowings of US$172.5 million under the Bkbeld Debt and US$30
million under the Credit Facility and $43.0 milliaggregate principal amount of convertible debestwdue 2017 (the 2012 Convertible
Debentures”). The Corporation may incur substantial additionaleintedness in the future. The terms of the Debesitdo not limit th
Corporations$ ability to recapitalize, incur additional debtduding secured debt) or take certain other astiortluding repurchasing Comrmr
Shares. Some of these actions may diminish thedCatipn’s ability to make payments on the Debentures whenad require the Corporati
to dedicate a substantial portion of its cash ffomm operations to payments on its indebtednesighaliould further reduce the availability
cash to fund the Corporation’s operations, workaagital and capital expenditures. In addition, sactions may limit the Corporaticn’
flexibility to adjust to changing market conditioasd its ability to withstand competitive pressuiaasd could further increase the Corporation
vulnerability to a downturn in general economic ditions related to the Corporation’s business dusgtry.

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

The Debentures will be direct, unsecured obligatiohthe Corporation. The payment of the princigfaland premium, if any, and inter
on, the Debentures will be subordinate in rightpayment to the prior payment in full of current wed indebtedness of the Corpora
(including the Credit Facility and the BrookfielceBt), as amended and/or replaced from time to time.

In addition, since the Debentures are unsecuradailins of the Corporation, they are effectivalpsrdinated to all of the Corporatian’
existing and future Secured Indebtedness (as defirow), including the Brookfield Debt and the ditd-acility, to the extent of the value
the assets securing such indebtedness. Therefattee ievent of the insolvency, bankruptcy, liquiokat reorganization, dissolution or wind
up of the Corporation, the Corporation’s assets skave as collateral for any Secured Indebtedwisbe available to pay the Corporatian’
obligations with respect to the Debentures onlgrathe Corporation has paid in full the applicaBlecured Indebtedness. There ma
insufficient assets remaining following such payiseto pay amounts due on any or all of the Debestdiinen outstanding, and any <
payments may have to be shaped ratawith all of the other equally ranking unsecureddaie@'s of the Corporation.

All or almost all of the Corporation’s consolidateevenues and profits are earned by the Corporatisnbsidiaries. None of t
Corporation$ subsidiaries has guaranteed or otherwise becdnigated with respect to the Debentures. Accordinghe Debentures ¢
effectively subordinated to claims of creditorsc{irding trade creditors) of the Corporatisrsubsidiaries. As of September 30, 2013, the
liabilities of the Corporation’s subsidiaries (ex@ing intercompany liabilities and guarantees efdbcured debt), were $81.2 million.

In addition, the Corporation is dependent upondéinds and other payments from its subsidiarieetete the funds necessary to 1
its obligations under its outstanding debt and iotliigations. The Corporatiosi'subsidiaries are legally distinct from the Cogpion and hav
no obligation to pay amounts due on the Debentorés make dividends or other payments to the Cartn for payment of the Debentul
The Corporatiors subsidiaries may not generate sufficient cagi foperations to pay dividends or other paymenthéoCorporation to ma
principal and interest payments on its indebtedn&kse Corporation’s subsidiaries may be permittedeu the terms of the Corporatien’
indebtedness, including the Indenture, to incurtamthl indebtedness that may restrict them fronkimg payments to the Corporation. Tk
can be no assurance that agreements governingitane future indebtedness of the Corporati®ubsidiaries will permit those subsidiarie
provide the Corporation with sufficient cash todyrayments on the Debentures when due.

The Indenture contains limited restrictive covenant

The Indenture will not restrict the Corporationrfroncurring additional indebtedness for borrowedheyoor from mortgaging, pledgi
or charging its properties to secure any indebtesink addition, the Indenture will not contain gmpvision specifically intended to prot
holders of the Debentures in the event of a futeweraged transaction involving the Corporationd avill not require the Corporation
maintain any financial ratios or specific levelsnat worth, revenues, shareholdezguity, income, cash flows or liquidity. Accordigglthe
Indenture will not protect holders of the Debensuie the event th&orporation experiences significant adverse chamgédts busines
financial condition, or results from its operations
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Prevailing yields on similar securities may affettte market value of the Debenture

Prevailing yields on similar securities will affeitte market value of the Debentures. Assuming takkrofactors remain unchanged,
market value of the Debentures will decline as ailewg yields for similar securities rise. An ines in yields could have an adverse effe
the market value of the Debentures.

The conversion price of the Debentures and the Waant Exercise Price will not be adjusted for all difive events.

The conversion price of the Debentures and the alaExercise Price will be subject to adjustmentcfertain events as described ui
“Details of the Offering."Events that adversely affect the value of the Dalres or the Warrants may occur, however, thatwatlresult in a
adjustment to the conversion price or the Warramtr€ise Price, as applicable.

The Corporation may make payments of interest, Mak#hole Amounts, make-whole tax amounts and Late @es on the Debentures in
Common Shares and pay principal amounts due at mayuin Common Shares, however in certain circumatzes the Corporation may not
be able to issue Common Shares which may lead default under the Debentures.

In certain circumstances, the Corporation may mpgégments of interest, Make-Whole Amounts, maltesle tax amounts and L:
Charges (as defined herein) on the Debentures mn@m Shares and pay principal amounts due at myatarCommon Shares. In additior
holder may convert all or a portion of its Debertumto Common Shares at any time unless as & mdsalich conversion the holder or an
its affiliates would beneficially own in excess®B% of the outstanding Common Shares. The rebgiptholder of Common Shares in liet
cash is subject to the risk that the price of tben@on Shares declines and the value of the ComrhareS received by a holder is less thai
amount that would be received by a holder if sunle@nt were paid in cash.

In the event the TSX and NYSE MKT approve for higtiCommon Shares issuable by the Corporation uporetsion, including
mandatory conversion at maturity, of the Debentuiresatisfaction of interest payable, Make-Wholedunts, makevhole tax amounts
Late Charges or upon exercise of the Warrants,ntieipate that any such approval will limit the nloben of Common Shares that may be is:
by the Corporation to the maximum number of Comr8bares that would be issuable (i) upon conversidheoDebentures, (i) in satisfacti
of interest payable, Make-Whole Amounts, makgsle tax amounts and Late Charges and (iii) up@rase of the Warrants, in each ¢
assuming the number of Common Shares issuable syminconversion, satisfaction or exercise was tatked in the case of (i) and (ii) abc
at the conversion price of the Debentures and énddse of (iii) above at the exercise price of Wiarrants. As a result, there can be
assurance that a sufficient number of Common Shailefave been approved for listing on the TSX atdSE MKT so as to permit, in i
circumstances, (i) the Corporation to pay all iesty Make-Whole Amounts, makehole tax amounts and Late Charges on the Debenix
Common Shares and (i) to pay all principal amoutus on conversion or at maturity in Common Shaed,there can be no assurance th:
TSX and NYSE MKT will approve for listing additioh@ommon Shares.

Further there can be no assurance that the Coimonaill be permitted under the terms of the Crdsitility or the Brookfield Debt (i
any debt instrument that the Corporation entens, imicluding a debt instrument that replaces orraiaehe Credit Facility or the Brookfie
Debt, as the case may be) to pay interest, Makel&VAmounts, makevhole tax amounts and Late Charges, and other pagmmder th
Indenture in cash or to pay principal amounts duenaturity in cash. In the event (A) that an ingiéiht number of Common Shares
approved for listing by the TSX and NYSE MKT to pet the Corporation to (i) pay all interest, Lateages, Make-Whole Amounts, make
whole tax amounts and other payments on the Detenin Common Shares and (ii) to pay all principalounts due on conversion o
maturity in Common Shares, (B) the TSX or NYSE M#des not approve for listing additional Common 8kand (C) the terms of the Cr
Facility or the Brookfield Debt (or any debt instmant that the Corporation enters into, includindgat instrument that amends or replace
Credit Facility or the Brookfield Debt, as the casay be) do not permit the Corporation to pay iederLate Charges, Mak&hole Amounts
makewhole tax amounts and other payments on the Detmnto cash, the Corporation may issue such nuwmb&ommon Shares as hi
been approved for listing by the TSX MKT and NYSEKMand thereafter may be unable to issue additi@mhmon Shares and as a re
may be in default under the terms of the Indenture Warrant Certificates. If that situation applige Corporation may need poo rate or
allocate Common Share issuances based on suchsfastd considers reasonable at the time.

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

S12



Table of Contents

Canadian usury laws may negatively impact the emfement of payment of interest on the Debentures.

TheCriminal Code(Canada) prohibits the receipt of “interest” atarhinal rate” amely, an effective annual rate of interest tikated
60%). Accordingly, the provisions for the paymehtirdgerest or the Mak&/hole Amount in excess of the aggregate principabant of th
Debentures may not be enforceable if the provigpimvides for the payment of “interedti excess of an effective annual rate of interd
60%.

The Corporation may not have sufficient cash to tephase the Debentures in connection with a Fundam& Transaction.

The Corporation will be required to make an offehblders (a ‘Debenture Offer”) to purchase all or a portion of their Debenture:
cash in the event of certain transactions that @oahstitute a Fundamental Transaction (as defimeidr “Details of the Offering Bescriptiot
of the Debentures — Fundamental Transactiofigi® Corporation cannot assure holders of Debenthadsif required, it would have sufficie
cash or other financial resources at that time ould be able to arrange financing to pay the pwseharice of the Debentures in cast
addition, the Corporatior’ability to purchase the Debentures in such antaway be limited by law or by the terms of othezgent or futur
agreements relating to the Corporation’s indebtssinéor example, the Corporatisrilture credit agreements or other agreementscowatgir
provisions that prohibit the purchase by the Campion of the Debentures without the consent ofl¢énelers or other parties thereunder. I
Corporations obligation to offer to purchase the Debenturesarat a time when the Corporation is prohibitednfpurchasing the Debentu
under another agreement, the Corporation could tee&onsent of lenders or other parties under agobement to purchase the Debentur
could attempt to refinance the borrowings that aomthis prohibition. If the Corporation does nbtain consent or refinance these borrowi
the Corporation could not purchase the Debentunes Bundamental Transaction without breaching sgrhement. The Corporatianfailure
to purchase the Debentures would constitute an ttafeDefault, which might constitute a default undee terms of the Corporatianothe
indebtedness at that time. As a result of the paymaebordination provisions of the Indenture, thergoration is currently prohibited frc
making a Debenture Offer without the consent ofiéimelers under the terms of the Brookfield Debt.

The Debentures may be redeemed prior to maturity.

Commencing 18 months after the Closing Date, all,nwt less than all, of the Debentures may beeweel by the Corporation for c:
on not more than 60 trading days and not less 38amading days prior notice, at a price equahtrtprincipal amount plus accrued and un
interest to, but excluding, the date of redemptfas the applicable Makéthole Amount, provided that the Optional Redempi@ondition:
set forth under “Details of the Offering — Descigpt of the Debentures — Optional Redempti@m& met. This redemption option may
exercised if the Corporation is able to refinartezindebtedness represented by the Debenturdswerinterest rate or if it is otherwise in
interest of the Corporation to redeem the Debesture

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

The Corporation will endeavour to ensure that tlebdéhtures, Warrants and Common Shares issuableeorohversion of Debentu
and the exercise of Warrants will continue to balidied investments for Deferred Plans (definedlglexcept for, in the case of Debenture
deferred profit sharing plan to which the Corpamatior an employer that does not deal at arfehgth with the Corporation, has mac
contribution. However, no assurance can be givehimregard. The Tax Act imposes penalties forabguisition or holding of nogualifiec
investments. See “Eligibility for Investment”.

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

The Canadian income tax characterization of a MAkele Amount received by a Holder is uncertain. &&fing on its income ti
characterization, the receipt of a Malk#iole Amount by a Holder in connection with the eersion by the Holder of Debentures may im
the ability of a Holder to convert Debentures i@mmmon Shares on a taeferred basis. Holders should consult with thein dax advisors i
this regard. See “Certain Canadian Federal IncomxeConsiderations”.

The application of Canadian Non-Resident WithholdjiTax is uncertain.

Effective January 1, 2008, the Tax Act was amendegknerally eliminate withholding tax on interpsid or credited to noresidents ¢
Canada with whom the payor deals at “arm’s length"defined in the Tax Act. However, Canadian wittiimy tax continues to apply
payments of “participating debt interest”. For ppsps of the Tax Act,
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participating debt interest is generally interésittis paid on an obligation where all or any mortdf such interest is contingent or depende
the use of, or production from, property in Canadas computed by reference to revenue, profithdéswy, commodity price or any simil
criterion.

The terms of the Debentures provide for the paymé&atMake-Whole Amount in certain circumstancese Bmount of the Mak@/hole
Amount will in part depend on the amount, if any vthich five-day VWAP at the time of the conversion or redempgaceeds the convers
price. There is a risk that all, or a portion, loé tMake¥Whole Amount could be treated as interest for thpses of the Tax Act. If this we
the case, there is also a risk that the CanadariRevigency (“CRA ) could take the position that the Makéhole Amount is participatir
debt interest for Canadian withholding tax purpdsesause the amount of the payment varies, in Ipasgd on a criterion similar to those lis
in the participating debt interest definition. TBRA has suggested that share price is a similarimn. However, the CRA has also ruled
where a criterion described in the participatingptdaterest definition is a tool to assess credithioess and, based on that criterion, a:
corporation becomes more profitable the interegnmnts are decreased, the interest would not beedeas participating debt interest
CRA's view, if the interest rate is capped and esguction is intended as a reflection of the boedsvcreditworthiness, the interest would
constitute participating debt interest. Becauseatheunt of the Make-Whole Amount decreases asitkedhy VWAP increases, CRA may |
view the MakeWhole Amount as participating debt interest. Howewe opinion or ruling has been requested or veckirom the CRA ar
there can be no assurance that CRA would not \ievMake-Whole Amount as participating debt interest

Under the Tax Act, when a debenture or other dbligation issued by a person resident in Canadasgned or otherwise transferre(
a nonfesident person to a person resident in Canadacwibuld include a conversion of the obligation psryment upon maturity
redemption), the amount, if any, by which the prioe which the obligation was assigned or transf@érexceeds the price for which
obligation was issued is deemed to be a paymemt@fest on that obligation made by the persordesdiin Canada to the noasident (a
“Excess”). While the deeming rule does not applyréspect of certain “excluded obligations”, the Befures may not beekclude:
obligations” even if no part of the interest or Mak’hole Amount is participating debt interest. Aseatbiabove, it is not clear whether
MakeWhole Amount will be participating debt interestoMover, there is a risk that any Excess woulddresidered to be participating d
interest. If the MakaA/hole Amount or the Excess is participating debtriest, there is a risk that all interest that eawill be paid or deems
to be paid on the obligation will be consideredhéoparticipating debt interest and therefore sultige€anadian withholding tax.

The CRA has recently stated that it would not cdeisthe Excess to be participating debt interestiged that the convertible debent
in question was issued by a Canadian public cotiporgdsuch as the Corporation) and otherwise satisthe requirements of astandar
convertible debenture’aé that term was defined in a submission, dated May010, made to the CRA by the Joint Commitred axation ¢
the Canadian Bar Association and the Canadiantutestdf Chartered Accountants). Therefore, therelldvde no withholding tax in su
circumstances provided that the payor and payekateam’s length for purposes of the Tax Act. The Debemststeould generally meet 1
criteria set forth in the CRA’recent statement; however the Debentures wil @stain additional terms which are not expressiytemplate
in the definition of a standard convertible debeatuAccordingly, the application of the CRA’'s abedescribed administrative practice
uncertain and there is a risk that amounts paidagable by the Corporation to a nmsident holder of Debentures on account of intetbe
MakeWhole Amount or any Excess may be subject to Camadithholding tax at a rate of 25% (subject to a@guction in accordance w
any applicable income tax treaty or convention).

The Indenture will contain a requirement for thefitwation to increase the amount of interest oeoffayments to holders of Debentt
should the Corporation be required to withhold antsun respect of income or similar taxes on paysei interest or other amour
including Excess amounts. Based on its currentnstatleding of the applicable rules in the Tax Aal #me current administrative position of
CRA, the Corporation does not intend to withholgy amounts from payments made pursuant to the tefntise Debentures on accoun
interest, the Make-Whole Amount or any Excess. &lvan be no assurance that CRA will not assesSdhgoration or nomesident holders
Debentures on the basis that the payments of sttéviake¥Whole Amounts or the Excess are subject to Canaddidanolding tax and that su
assessments would not be sustained. Holders ofriD@les who are not resident in Canada for purposté®e Tax Act should seek advice fr
their own tax advisors.

U.S. Holders of the Debentures may have to pay sif¢he Corporation adjusts the conversion pricéthe Debentures in certain
circumstances.

The Corporation will adjust the conversion pricetloéd Debentures in certain circumstances (see fBaifithe Offering -Conversiol
Privilege”). Upon certain adjustments to (or certiilures to make adjustments to) the conversiacepU.S. Holders (as defined ic&rtair
United States Federal Income Tax Considerationsly bre treated as having
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received a constructive distribution from the Cagtimn, resulting in taxable income for U.S. fedéngome tax purposes, even though ¢
U.S. Holders would not receive any cash in conoactiith the adjustment to (or failure to adjust gonversion priceJ.S. holders of th
Debentures should consult their own tax advisor andead “Certain United States Federal Income Tax Cosiderations —The Debenture:
— Certain Adjustments to the Debentures.”

U.S. Holders of the Debentures may have to pay saite¢he Corporation adjusts the number of WarraBhares that will be issued on the
exercise of the Warrants or the exercise price loé MWarrants in certain circumstances.

The number of Warrant Shares issuable upon exeofiliee Warrants and/or the exercise price per WhdrBhare may be adjustec
certain circumstances. See “Description of WarranExercise of the WarrantAn adjustment to the number of Warrant Shares whiatbe
issued on the exercise of the Warrants, or an tu@rg to the exercise price of the Warrants, mayréated as a constructive distribution
U.S. Holder in certain circumstances, resultingpixable income for U.S. federal income tax purp@ses though such U.S. Holders would
receive any cash in connection such adjustrgr8. holders of the Debentures should consult themwn tax advisor and read ‘Certain
United States Federal Income Tax Considerations —He Debentures — Certain Adjustments to the Debentgs.”

Holders of Debentures and Warrants will not be dtgd to any voting rights with respect to the Comm8hares, but will be subject to ¢
changes made with respect to the Common Shares.

Holders of Debentures and Warrants will not betkmatito any voting rights with respect to the Comm®hares, but if a holder’
Debentures or Warrants are subsequently conventeddommon Shares, such holder will be subjectliterenges affecting the Commr
Shares. For example, in the event that an amendsienbposed to the Corporatisntonstating documents requiring shareholder ajaprarv
the record date for determining the shareholderseobrd entitled to vote on the amendment occuie po the date on which a holder
Debentures or Warrants becomes a holder of ComrhareS under the terms of the Indenture of the Waartificates, as applicable, si
holder will not be entitled to vote on the amendtatthough the holder will nevertheless be subjecny changes in the powers or right
our Common Shares that result from such amendment.

The terms of the Indenture and the Warrant may be@nded only with the written consent the Corporatiand the Required Holders.

Subject to applicable law, the provisions of theldnture and the Warrant may be amended only wighwihitten consent of tl
Corporation and each of the Significant Holderslusuch time as all Significant Holders no longedcha minimum threshold of Debentu
and Warrants. See “Description of the Debenturdsnendment and Waiver” and “Description of Warrartdmendment and WaiverAny
such amendment shall be binding on all holdersthadCorporation, even if such amendment adverdtdgta your rights as a holder.

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

The Corporation has applied to list the Common &hé#suable in connection with the Debentures aadaNts on the TSX and NY:
MKT. Listing will be subject to the Corporation filling all the listing requirements of the TSX aht¥ SE MKT, respectively. There can be
assurance, however, that an active public marketréaling in the Debentures will develop, or that @ctive market will persist for t
Debentures or Common Shares and their prices nadinde No market is expected to develop for the MMatis. The trading price of t
Common Shares has been, and may continue to hjecstdlarge fluctuations, which may result indes to investors. The trading price of
Common Shares, and therefore the trading pricé@fiebentures and the value of the Warrants, magase or decrease in response
number of events and factors, many of which arenntttin the control of the Corporation, including:

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

. volatility in interest rates;
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. the public’s reaction to the Corporation’s predsases, other public announcements and the Coipaisfilings with the variot
securities regulatory authoritie

. changes in earnings estimates or recommendationssegrch analysts who track the Corporation, ®stiares of other compar
in the mineral resource sect

. changes in general economic and/or political caorust

. the number of Common Shares to be publicly tradednuconversion of the Debentures or exercise ofWarants, and al
additional future offerings of Common Shares owusiies convertible into Common Shares, including Eecond Tranche Offerir

. the arrival or departure of key personnel,

. acquisitions, strategic alliances or joint venture®lving the Corporation or its competitors;
. the risks listed under the heading “Cautionary N®¢garding Forward Looking Statements”;
. current or future litigation (including class actg) or regulatory proceedings;

. the market for all mineral resource sector se@ijti

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

. the attractiveness of alternative investments.

These and other factors affecting the market pofcthe Common Shares on the exchanges on whiclCtmemon Shares trade hi
historically made the Common Share price volatiled the Corporation expects that its share pritleowivolatile in the future. See also The
Debentures and Warrants may not have an activeanarkd their price may be volatile. Purchasers b&aynable to resell Debentures
Warrants at a desirable price or at all”.

Because the Debentures and Warrants are conveititdleCommon Shares, volatility or depressed pricethe Common Shares v
likely have a similar effect on the trading pridettee Debentures and the prices received by holufeifse Warrants. In addition, the existenc
the Debentures and the Warrants may encourage séliirtg in the Common Shares by market participd@cause the conversion of
Debentures or exercise of the Warrants could dephesprice of the Common Shares.

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

The Corporation currently intends to use the prdsaeceived from the Offering and the Second Trar©ffering as described un
“Use of Proceedsih this prospectus supplement. However, managemiirtiave discretion in the actual application bétproceeds, and rr
elect to use the proceeds differently from thatdbed under “Use of Proceedd'he failure by management to apply these fundseitey,
whether used as stated herein or re-allocatedddwmue a material adverse effect on the busines$irsencial condition of the Corporation.

Sales of a significant number of the Common Shaieghe public markets, and the expectation of suséles, could depress the market pr
of the Debentures and the Common Shares and thegsireceived by holders of the Warrants.

In order to finance future operations, acquisitiansgl capital expenditures, if any, the Corporatiay attempt to raise funds through
issuance of Common Shares or the issuance of sesurbnvertible into Common Shares. Sales of xpeetations of sales of, a substal
number of Common Shares or other equélgted securities in the public markets could deprthe market price of the Debentures an
Common Shares and the prices received by holdetseoWarrants, and impair the Corporat®@bility to raise capital through the sal
additional equity securities. The Corporation canmredict the effect that future sales, or futurpexted sales, of Common Shares or «
equityrelated securities (including in connection witk econd Tranche Offering), will have on the mapkate of the Common Shares or
Debentures or the value of the Warrants. The midhe Common Shares could also be affected byildessales of Common Shares by
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investors who view the Debentures as a more atteaoteans of equity participation in the Corponatand by hedging or arbitrage trac
activity which may occur involving the Common Shar&his hedging or arbitrage could, in turn, affiet market price of the Debentures
the value of the Warrants. Any transaction invodvihe issuance of Common Shares, or securitiesectble into Common Shares, wo
result in dilution, which could be substantialhtwlders of Common Shares.

Other Risks Related to the Corporation

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

Under the Brookfield Debt and the Credit Facilitiye Corporation is required to maintain a minimufr200 million in shareholders’
equity. As at September 30, 2013, the Corporatitota shareholdergquity was approximately $234 million. If the Coration is required 1
take an impairment charge that would cause the d@@aftipn’s shareholdergquity to fall below $200 million, the Corporatievould be ir
breach of the Brookfield Debt and the Credit Faciind the respective lenders thereunder may dealaefault and accelerate amounts o
and/or enforce their other rights as a creditocjuding realizing on its security. An impairmentache would also adversely affect
Corporations$ financial results. As of the date of this prospscsupplement, the Corporation is unable to deterrwhether an impairme
charge will be required for the period ended Decan®i, 2013 or if such an impairment charge willréguired in a future period. As of -
date of this prospectus supplement, the Corporatifinancial statements as of and for the year emzbmber 31, 2013 have not yet t
prepared and the Corporation has not determinedh&@han impairment charge will be required to Heoted in such financial statements.

The expansion of the LDI mine involves significansks.

The Corporation believes that development of thé irine at depth will be critical to satisfying ti@orporation$ financial obligatior
and for its longterm profitability. Additional diamond drilling ftdwed by appropriate technical studies are requineakder to determine t
economic viability and capital cost of deepening #haft and development of the mine at depth. Eselts of the additional drilling a
associated studies are uncertain, and if the sesfibuch drilling and/or studies are unfavouratiie, Corporation may need to find alterna
long-term expansion plans.

There is significant risk involved in all expansiprojects. Project delays may adversely affect etquerevenues and cost overruns
adversely affect project economics. In additiornpteted expansion projects may not operate as &géy the Corporation, or result in
achievement of targeted operational results. Thgp@ations ability to execute on its development projectdio® and on budget depends
many factors beyond the Corporatisrgontrol, including the availability of equipmestd personnel, access, weather, accidents, equi
breakdown, the need for government and regulatpgyravals and unexpected or uncontrollable incredasethe costs or availability
materials. Other risks include, but are not limited delays in obtaining sufficient financing, agllwas unforeseen difficulties encounte
during the expansion process including labour diespor opposition by First Nations to the expansiod other risks that generally apply to
Corporation.

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

The Corporatiors earnings are directly related to commodity priagests revenues are derived from sales of palladand to a less
extent, gold, platinum, nickel and copper produftedh the LDI mine. Commodity prices can fluctuatelely and are affected by numer
factors beyond the Corporati@n¢ontrol, including production at other mines,@ygrom recycling, producer hedging activitiese tstate of th
automotive industry, other production and investamands and overall political and economic cona#id he price of palladium is affected
global supply and demand for the commodity, andatailability and cost of substitutes for palladiusuch as platinum, and supply fr
Russia and South Africa, the two major platinumugronetals (“PGM ") producing countries. An increased supply of palladior platinur
from Russia or South Africa could have a negatwpdct on the price of palladium. Further, the @ioé palladium and platinum have
occasion been subject to very rapid shiertn changes because of the smaller size of thkahealative to other metals. The aggregate efié
these factors is impossible to predict.

If the price for palladium drops, this will advekgaffect the Corporatios’ financial performance and results of operatidtistorically,
changes in the market price of palladium have Saitly impacted the Corporationprofitability and the trading price of the Comntimare:
In October 2008, when the market prices of palladand by-product metals fell below the Corporatototal cash costs of production,
Corporation suspended operations at its LDI mine.
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Changes in the Canadian dollar/U.S. dollar exchangae significantly affect the Corporation’s operiaig results and cash flow.

Changes in the Canadian dollar/U.S. dollar exchaatge significantly affect the Corporati@ndperating results and cash flows as ¢
the Corporatiors revenues are earned in U.S. dollars but mogs afperating and capital costs are incurred in Gamadollars. As a result
strengthening Canadian dollar relative to the W@&lar will result in reduced profit or increasems$es for the Corporation. The Cana
dollar/U.S. dollar exchange rate has varied sigaiftly over the last several years. From timeneetithe Corporation may engage in hed
activities to manage its exposure related to chaungexchange rates, interest rates and commodigs but those hedging activities may
be successful in mitigating the Corporate@xposure those changes. There can be no asstinahdeture foreign exchange fluctuations
not materially adversely affect the Corporatiornirehcial performance and results of operations.

In addition, changes in currency exchange rated,pamticularly a significant weakening of the So#thican rand relative to the U.
dollar, could reduce relative costs of productiod anprove the competitive cost position of Southigdan PGM producers.

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

The unprecedented events in global financial markethe past several years have had a profoundamgm the global economy. 1
deterioration of economic conditions generally domkgatively impact the Corporatiebusiness in several ways. For instance, in re@sars
financial conditions have been characterized byketavolatility, tight credit markets and reducechsomer confidence and business acti
which have negatively impacted the Corporationi®reies and the market price of the Common Shares.

In addition, a prolonged or significant global eootic contraction could put downward pressure onketgorices of PGMs, particularly
demand for PGMs decline in connection with consuhemand, since PGMs are used in the productiortenfis such as automobil
electronics and jewellery.

In addition, some purchasers of PGMs, such as alien manufacturers, could experience serious dash problems due 1
deteriorating global capital markets. Approximatelif of global demand of palladium and platinumfas the manufacture of automot
catalytic converters. Auto companies and other P@ivthasers may be forced to reduce their prodaeslior production, shut down tt
operations or file for bankruptcy protection, whigbuld have a material adverse effect on the Catpmr's business.

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

Planned production levels, capital expenditures @petating costs are estimates, with the estimatesspect of the LDI property bei
based on the Corporation’s experience in operdkiad DI mine. All of the Corporatios’ estimates are subject to numerous uncertaimntias
of which are beyond the Corporatisrcontrol. The Corporation may have difficultiesatting and maintaining a sufficient amount of Ifie
workers to meet projected production levels. Inigait, the Corporatiors ability to achieve or maintain projected prodoetat the LDI mine
uncertain due to the fact that the Corporasopfoduction decisions are not based on feasitslityies of mineral reserves demonstr:
economic viability. The Corporation cannot givewuaasices that its actual production levels will hetsubstantially lower than its estimate
that its capital expenditures and operating costtsnat be materially higher than anticipated. ba#l to meet production levels and opere
costs estimates could adversely affect the Corjporatresults of operations.

Calculation of mineral resources, mineral reservaad metal recovery are only estimates, and therae ba no assurance about the quantity
and grade of minerals until the metals are actuahyined.

The calculation of mineral resources, mineral reserand grades are merely estimates and dependaaogial interpretation al
statistical inferences or assumptions drawn froitlirdy and sampling analysis, which might provelt® inaccurate. Mineral resources tha
not mineral reserves do not have demonstrated etenaability and mineral reserve estimates areetasn certain assumptions, incluc
metal prices. Until mineral resources or mineraerges are actually mined and processed, the tyafitreserves or resources and t
respective grades must be considered as estimalgsAmy material change in the quantity of minerasources, mineral reserves, grac
stripping ratio may affect the economic viabilitiithe Corporation’s operations.
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The Corporation cannot be certain that its mineraburce and reserve estimates are accurate andt@ararantee that it will recover-
indicated quantities of metals. Future productiouald differ dramatically from such estimates foe following reasons:

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

(2) increases in the capital or operating costs ofrthre;
(3) changes in the li-of-mine plan; ol

(4) the grade of ore may vary over the life of the manel the Corporation cannot give any assurancésiiyaparticular miner
reserve estimate will ultimately be recover

The occurrence of any of these events may caus€dhgoration to adjust its mineral resource anémasestimates or change its mir
plans, which could negatively affect the Corponaofinancial condition and results of operationmreover, shorterm factors, such as 1
need for additional development of the orebodyhergrocessing of new or different grades if andmbgerations resume, may adversely a
the Corporation’s operations and results.

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

The mineral resource and reserve figures includete base prospectus and the documents incorpddrgteeference are estimates, wi
are, in part, based on forwalmbking information, and no assurance can be gthan the indicated level of palladium, platinum)dyaicke
and copper will be produced. Factors such as npeieé fluctuations, increased production costs watticed recovery rates may render
present proven and probable reserves unprofitaldevelop at a particular site or sites for periofisme.

The LDI Report assumes the following lotegm prices: for the Roby Zone, Open Pit and StidekpgJS$350 per ounce for palladit
US$1,400 per ounce for platinum, US$850 per ouncegbld, US$6.50 per pound for nickel and US$2.60 pound for copper; and for 1
Offset Zone US$675 per ounce for palladium, US$,,p&r ounce for platinum, US$1,750 per ounce fdd,gdS$8.00 per pound for nicl
and US$3.50 per pound for copper. Mineral resencerasource estimates would be lower than estintatélte extent that actual metal pri
are lower than assumed.

The Corporation’s operations may be affected byrieased demand for, and cost of, exploration, depab@nt and construction services and
equipment.

Strength of the metal market can result in an im®edn exploration, development and constructidivities around the world, resulting
increased demand for, and cost of, explorationgeligment and construction services and equipmém.cbsts of such services and equipi
could increase in the future, which could resulti@élays or materially increased costs if serviacesquipment cannot be obtained in a tin
manner or at acceptable prices.

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

As mines have a depleting asset base, the Corporattively seeks to replace and expand its mirreisdurces and mineral resel
through exploration and development, strategic sdipns and joint ventures. The Corporation hasduted exploration programs on the
property and elsewhere with the objective of insiieg total mineral resources and mineral reserizgploration for minerals involves ma
risks and uncertainties and is frequently unsudakssmong the many uncertainties inherent in arpleration and development program
the location of mineralized zones, the developneémippropriate metallurgical processes, the reedipecessary governmental permits to r
a deposit and the construction of mining and prsiogsfacilities. Assuming discovery of an economiteralized zone, several years 1
elapse from the completion of the exploration phas#l commercial production commences and durimghstime the economic feasibility
production may change. There can be no assuraratetith Corporatios current exploration and development programs weifiult ir
economically viable mining operations or yield nevineral resources and mineral reserves to replaocert mineral resources and min
reserves. This could prevent the Corporation frostaining its targeted production levels over theglterm, which could affect its ability
continue as a going concern.

The risks and hazards associated with mining andgessing pose operational and environmental risks.
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Mining and processing operations involve many riskd hazards, including, among others:

metallurgical and other processing problems;

geotechnical problems;

unusual and unexpected rock formations;

ground or slope failures or underground cave-ins;

environmental contamination;

industrial accidents;

fires;

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

mechanical equipment failure and facility performamproblems; and

the availability of critical materials, equipmemtdaskilled labour.

These risks could result in: damage to, or destmadf, the Corporatios’ properties or production facilities; personaliigjor deatt
environmental damage; delays in mining or procegsircreased production costs; asset write dowasietary losses and legal liability.

The Corporation cannot be certain that its insugamitl cover all of the risks associated with migriand processing or that it will be a
to maintain insurance to cover these risks at ewically feasible premiums. The Corporation may dlsocome subject to liability for haza
against which it cannot insure or against which @arporation has elected not to insure becauseigif premium costs, commerc
impracticality or other reasons. Such events coakllt in a prolonged interruption in operationattivould have a negative effect on
Corporation’s ability to generate revenues, prafitsl cash flow. Losses from such events may inereasts and decrease profitability.

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

The Corporatiors future prospects will be negatively affectedhié £.DI mine fails to achieve or maintain project@dduction level:
Unforeseen conditions or developments could arnisind the ongoing development and operation ofLthé mine or other properties, whi
could increase costs and adversely affect the Catipa’s ability to generate revenue and profitse3e conditions may include, among others

shortages or unanticipated increases in the casjuipment, materials or skilled labour;
delays in delivery of equipment or materials;

labour disruptions;

adverse weather conditions or natural disasters;

accidents;

unforeseen engineering, design, environmental ologéal problems; and
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. unanticipated changes in the life-of-mine planhar tiltimate mine design.

Risks of acquisitions and the failure to integratequired mining properties

The Corporation may acquire additional mining prtips where such transactions are economicallyséradegically justified. Howeve
there can be no assurance that the Corporatiorbwilible to identify attractive acquisition candédain the future or that it will succeec
effectively managing the integration of acquiredhimg properties. If the expected synergies fromhsuansactions do not materialize, or if
Corporation fails to integrate such new mining pies successfully into its existing businessif @cquired businesses or properties |
unexpected liabilities, the Corporation’s resukk®perations could be adversely affected.

Title to the Corporation’s mineral properties canhbe guaranteed.

The Corporation cannot guarantee that title t@itgperties will not be challenged. The Corporatsoability to ensure that it has obtai
secure claim to individual mineral properties onimg concessions may be severely constrained. Tnpo€ations mineral properties may
subject to prior recorded and unrecorded agreemeatssfers or claims, and title may be affectedamong other things, undetected defi
Additionally, there can be no guarantee that padeaboriginal rights claims to the Corporatisrhineral properties will not create delay
project approval, unexpected interruptions in projgrogress or production, or result in additiooasts to advance the project. A succe:
challenge to the area and location of these claimudd result in the Corporation being unable torafgeon its properties as permitted or b
unable to enforce its rights with respect to itsparties.

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

The Corporation has a smelter agreement with Valea@a Limited and a smelter agreement with Aurdiis which provide for th
smelting and refining of the metals contained ia toncentrates produced at the LDI property. Thait®tion of the agreements or the fai
to renew the agreements on acceptable terms, alf, atould have a material adverse effect on thep@uations financial performance a
results of operations until such time as altermatbmelting and refining arrangements could be madalternative purchasers of
Corporations concentrates could be found. If the Corporat®meiquired to make alternative refining arrangesmeantto find alternativ
purchasers, there can be no assurance that sumigaments would be on terms as favourable to thpaoCation as its existing smel
agreements.

The Corporation is subject to extensive environmardnd other regulatory requirements.

Environmental laws and regulations affect the epgilon, development, mining and processing opematif the Corporation. These le
and regulations set various standards regulatiagtivironment and require the Corporation to obtaious operating approvals and licen
Environmental legislation generally provides fostreetions and prohibitions on emissions of varisubstances produced in association
mining operations, such as seepage from tailingsagument facilities, which could result in enviroantal pollution.

In addition, amendments to current laws or regoiftigoverning mining companies, or more stringemiémentation thereof, could ht
a material adverse impact on the Corporation andecancreases in costs, reductions in levels afymtion or delays in the development of |
mining properties. In addition to existing requikemis, it is expected that new environmental letimlamay beimplemented in the future wi
the objective of further protecting human healtte environment and climate change. New environnhéedgslation or changes in existi
environmental legislation could have a negativeafbn production levels, product demand, and nusttod production and distribution. T
complexity and breadth of these issues make iicdifffor the Corporation to predict their impact.

A breach of such legislation could result in theusnce of governmental orders, imposition of fiaasl penalties and, in cert
circumstances, could result in the loss of opegditenses or approvals, or the suspension of tirpdEations operations. Significant liabiliti
could be imposed for damages or clean-up costherevent of damage to the environment or compliance with environmental laws
regulations, which may have a material adverse @inpa the Corporatios’ operations or financial results. If the Corpamatfails to obtain ¢
maintain the necessary operating approvals orsiegit may not be able to continue its operatiaritsiusual manner or at all.

The Corporation cannot give assurances that it atilall future times be in compliance with all femleand provincial environmen
legislation or that steps to bring the Corporatioto compliance would not have a negative effectiterfinancial condition and results
operations.
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The cost of complying with environmental legislatianay be significant.

The Corporatiors operations are subject to extensive environméggadlation. This legislation requires the Corpmnato obtain variot
operating approvals and licenses and also impdaadards and controls on activities relating tolepgiion, development and production.
cost to the Corporation of obtaining operating appts and licenses and abiding by environmentaslipn, standards and controls may
significant.

The Corporation will be responsible for all cosfsctosure and reclamation at the LDI property. bididion, to the extent that t
Corporation’s exploration activities at other peigedisturb the land or some other environmenteabate, the Corporation may incur cleap-
and other reclamation costs at such projects. Bubil2, the Corporation’s mine closure obligatiarese revised to reflect the Corporatien’
most current closure cost estimates, expected livieg and market rate assumptions. The current lwsure obligations for the LDI prope
are approximately $14.0 million.

The Corporation’s obligations with respect to thvergual clearup and restoration of these sites is secured Igréedf credit in th
amount of approximately $14.0 million. There cambeassurance that the closure and reclamatios tmsthe LDI mine will not substantia
exceed the Corporation’s estimates, or that atgriebf credit will cover these costs.

Changes in environmental legislation or in its eoéonent, new information on existing environmerdahditions or other even
including changes in environmental controls or dgads or in their enforcement, may increase futimaronmental expenditures or otherv
have a negative effect on the Corporation’s finalhmdbndition and results of operations.

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

The Corporatiors activities are subject to extensive Canadianréédind provincial legislation governing mattergls@as mine safel
occupational health, labour standards, prospectxgjoration, production, exports, toxic substanc@gplosives, management of nat
resources, price controls, land use, water useatdi change and taxes. Compliance with applicalglislation could require the Corporatiol
make significant capital outlays. The enactmentaf legislation or more stringent enforcement afent legislation may increase costs, wl
could have a negative effect on the Corporafiditiancial position. The Corporation cannot makeusances that it will be able to aday
these regulatory developments on a timely or cffstéve basis. Violations of these laws, regulati@nd other regulatory requirements c
lead to substantial fines, penalties or other $angt including possible shut-downs of the LDI pedp and future operations, as applicable.

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

Throughout the normal course of business, the CGatjpm is required to obtain and renew governmeptimits for exploratiol
operations and expansion of existing operationfoorthe development of new projects. Obtaining enewing governmental permits i
complex and timeonsuming process. The duration and success ofittiegnefforts are contingent upon many variableg within the
Corporation$ control, including the interpretation of requiremts implemented by the applicable permitting atity.oThe Corporation may n
be able to obtain or renew permits that are necgdeaits operations, or the cost to obtain or vergermits may exceed the Corporaton’
expectations. Any unexpected delays or costs agsacwith the permitting process could delay thesttioment or impede the operation
mine, which could materially adversely affect therfiration’s revenues and future growth.

If the Corporation loses key personnel or is unaliteattract and retain personnel, the Corporati’'s mining operations and prospects could
be significantly harmed.

The Corporation is dependent upon the services efall number of members of senior management. Comoorations curren
operations and its future prospects depend onxperience and knowledge of these individuals. ThepGration does not maintain anley
person” insurance. The loss of one or more of tiredigiduals could have a material adverse effecthe Corporatiors mining operations a
results of operations.

The Corporation faces competition from other, langguppliers of PGMs and from potential new sourcesPGMs.
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The Corporation competes globally with other PGMducers and suppliers, some of which are signifigdarger and have access
greater mineral reserves and financial resouraesddition, recycling and new mines could incretiee global supply of palladium. T
Corporation may not be successful in competing ti#dse existing and emerging PGM producers andisugpp

Current and future litigation and regulatory procetings may impact the revenue and profits of the @oration.

The Corporation may be subject to civil claims [liging class action claims) based on allegationsegfligence, breach of statutory d
public nuisance or private nuisance or otherwiseannection with its operations or investigatioekating thereto. A statement of claim
been filed with the Ontario Superior Court of Jestiseeking leave to commence a class action ptoagfor alleged misrepresentations in
Corporation’s public disclosure, as more fully désed on page 47 of the AIF (theClass Action”). The Corporation has retained le
counsel and intends to vigorously defend the pa@kaaim. While the Corporation is presently ureabd quantify its potential liability, whic
may be covered in whole or in part by insurancehdiability may be material to the Corporation andy materially adversely affect its abi
to continue operations.

In addition, the Corporation may be subject toadior related investigations by governmental gul@ory authorities in connecti
with its activities at LDI or its other propertieSuch actions may include prosecution for breacdlelefvant legislation or failure to comply w
the terms of the Corporationlicenses and permits and may result in liabfiiy pollution, other fines or penalties, revocatioof consent
permits, approvals or licenses or similar actiomkich could be material and may impact the resofteperations of the Corporation. 1
Corporation$ current insurance coverage may not be adequatevér any or all of the potential losses, lialsbtand damages that could re
from the civil and/or regulatory actions referredabove, or the Corporation may elect not to ingganst such risks.

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

Demand for palladium and platinum may be reducedahufacturers in the automotive, electronics agtal industries find substitu
for palladium or platinum. The development of aditbte alloy or synthetic material which has cgialcharacteristics similar to PGMs co
result in a decrease in demand for palladium aatipim. Furthermore, if the automotive industry evés develop automobiles that do
require catalytic converters, such as pure eleghicles, it could significantly reduce the demdmdpalladium and platinum. High prices
palladium or platinum would create an incentivetfer development of substitutes. Any such developsneould have a material adverse e
on the Corporation’s financial condition and resuif operations.

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

The Credit Facility provides the Corporation wittpidity for day-today operations. The Credit Facility, the 2012 Catible Debenture
and the Brookfield Debt contain certain events efadlt, some of which may be beyond the Corporasi@ontrol, the occurrence of wh
could require the Corporation to pay back immedyaddl amounts borrowed under the Credit Facilihge 2012 Convertible Debentures or
Brookfield Debt, as applicable.

There are currently three construction liens regéxt against the LDI mine property, which dependinghe circumstances may leai
the Corporation being in default under the Creditility and Brookfield Debt. Management intendséek to have such liens removed on,
soon as possible following, the closing of the @ffg.

Upon the occurrence of an event of default undeiGredit Facility or the Brookfield Debt, the holdef such debt could proceed age
the collateral granted to them to secure that itetiess, which collateral represents substantdilligf the Corporation’s and its subsidiaries
assets. If the holders of the Corporat®debt accelerate the repayment of borrowingsssarance can be made that the Corporation will
sufficient cash flow or assets to repay its deftluding the Debentures, or will be able to rais#fident funds to refinance such indebtedn
Even if the Corporation is able to obtain new ficiag, it may not be on commercially reasonable sgmn acceptable terms.

The Corporation’s hedging activities could exposéa losses.

From time to time, the Corporation may engage idgiveg activities to manage its exposure related¢uencies, interest rates
commodity prices. While hedging related to realizeetal prices may protect the Corporation agaimst inetal prices, it may also limit t
price the Corporation can receive on hedged predua a result, the Corporation may be preventenh frealizing possible revenues in
event that the market price of a metal exceedgttice stated in a forward

S-23



Table of Contents

sale or call option contract. In addition, the Qugiion may experience losses if a counterpartg fai purchase under a contract wher
contract price exceeds the spot price of a commodit

Lack of infrastructure could delay or prevent theofporation from developing its project

Completion of the development of the Corporatsootiévelopment projects is subject to various requémts, including the availability a
timing of acceptable arrangements for electricityother sources of power, water and transportatémilities. The lack of availability ¢
acceptable terms or the delay in the availabilityawy one or more of these items could preventedayddevelopment of the Corporatien’
advanced exploration projects. If adequate infuastire is not available in a timely manner, thexe be no assurance that:

. the development of the Corporation’s projects tillcompleted on a timely basis, if at all;
. the resulting operations will achieve the antiogolproduction volume; or

. the ongoing operating costs associated with thesldpment of the Corporatios’advanced projects will not be higher t
anticipated

The Corporation may fail to achieve and maintain eguate internal control over financial reporting pguant to the requirements of the
Sarbane-Oxley Act and equivalent Canadian legislation.

The Corporation documented and tested, durindsitsf year ended December 31, 2012, its internatrobprocedures in order to sati
the requirements of Section 404 of the SarbanesyOktt (* SOX ") and equivalent Canadian legislation. Both SOX aadadian legislatic
require management to assess annually the effaegeof the Corporation’s internal control ovearfinial reporting (1CFR ).

The Corporation may fail to maintain the adequatitoICFR as such standards are modified, suppiéedeor amended from time
time, and the Corporation may not be able to enthaeit can conclude, on an ongoing basis, thatag effective ICFR in accordance v
Section 404 of SOX and equivalent Canadian legislatThe Corporatiors failure to satisfy the requirements of Sectiod 49 SOX an
equivalent Canadian legislation on an ongoing, f§mmasis could result in the loss of investor cdafice in the reliability of its financ
statements, which in turn could harm the Corporasidusiness and negatively impact the trading pictie Common Shares or the ma
value of its other securities, including the Debees and the value of the Warrants. In additiory, failure to implement required new
improved controls, or difficulties encountered it implementation, could harm the Corporatgaperating results or cause it to fail to r
its reporting obligations. Future acquisitions ofipanies, if any, may provide the Corporation vagtfallenges in implementing the requi
processes, procedures and controls in its acqojpedations. No evaluation can provide completerasse that the Corporatian1CFR will
detect or uncover all failures of persons withie tBorporation to disclose material information otfise required to be reported. 7
effectiveness of the Corporatienprocesses, procedures and controls could al§mited by simple errors or faulty judgments. Indébn, if
the Corporation expands, the challenges involvathpiementing appropriate ICFR will increase andl veiquire that the Corporation contir
to improve its ICFR.

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

The Corporation is a Canadian corporation, withpitisicipal place of business in Canada. A majaoitghe Corporatiors directors ar
officers and some or all of the experts named imphospectus supplement, and the base prospactusgsidents of Canada and all or almo
of the Corporation’s assets and a significant partf the assets of some or all of the Corporasialirectors and officers and the experts nz
in this prospectus supplement are located out$ideUnited States. Consequently, it may be diffiéait U.S. investors to effect service
process within the United States upon the Corpamatr its directors or officers or such experts vane not residents of the United States,
realize in the United States upon judgments of tsooi the United States predicated upon civil liibs under the Securities Act of 1933
amended (the Securities Act”). Investors should not assume that Canadian courteddld enforce judgments of U.S. courts obtaima
actions against the Corporation or such directifs;ers or experts predicated upon the civil lispiprovisions of the U.S. federal securi
laws or the securities or “blue skjéiws of any state within the United States or (Buld enforce, in original actions, liabilities agsi the
Corporation or such directors, officers or experedicated upon the U.S. federal securities lavangrsuch state securities or “blue skatvs
In addition, the protections afforded by Canadiecusities laws may not be available to investorth@United States.
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Forward-looking information may prove inaccurate.

Investors are cautioned not to place undue relimmcéorward-looking information. By its nature, ¥eard-lookinginformation involve
numerous assumptions, known and unknown risks aceértainties, of both a general and specific nattivat could cause actual result:
differ materially from those suggested by the fawveboking information or contribute to the possibility thatedictions, forecasts
projections will prove to be materially inaccurate.

Additional information on risks, assumptions andemainties relating to forwardoking information can be found in this prospe
supplement under the heading “Cautionary Note Riggorward-Looking Statements”.

USE OF PROCEEDS

Assuming the Offering is fully subscribed, the Gugtion expects to receive approximately $29,520,00 net proceeds from t
Offering after deducting the Agents’ fee and thiénested expenses of the Offering.

The net proceeds of the Offering will be used fur Corporatiors working capital purposes, this may include exgenes at the LC
mine, primarily in connection with paying trade diters, financing an expected increase in accorgusivable as operations ramp; capite
expenditures related to underground developmentthedailings management facility and for other eyah corporate purposes, includ
ordinary course repayments under the Credit Faeilid payment of Brookfield Debt interest. See hRI&Distribution”.

Should the Offering not be fully subscribed, therggmation expects to apply the net proceeds infaHewing priority order: workin
capital, capital expenditures, other general cagopurposes, payment of interest on the Brookfizdtht and repayments under the Ci
Facility.

If the Second Tranche Offering is completed andly fatibscribed, the Corporation expects the netgeds from the Second Tran
Offering will be used for purposes similar to théfeing as well as additional diamond drilling anél,appropriate, technical studies
determine the economic viability and capital castdeepening the LDI mine shaft and developingrtiiee at depth.

The above noted use of proceeds represents theoi@tgm’s intention with respect to its use of proceedfovahg the Closing Dat
based on current knowledge and planning by managieofgéhe Corporation. There may be circumstanclesre; for sound business reas
the Corporation reallocates the use of proceedsBisk Factors — Risks Related to the Offerinfhe Corporation will have broad discret
in the allocation of the proceeds of the Offerimg ¢he Second Tranche Offering”.

EARNINGS COVERAGE

The following earnings coverages and adjusted rgsntoverages are calculated on a consolidated foaghe year ended December
2012 and the twelve month period ended SeptembeRB03 and are derived from audited financial infation for the year end
December 31, 2012 and unaudited financial inforomator the nine month period ended September 303.20

The losses of the Corporation before interest andme tax expense for the year ended Decembel032, @nd the twelve months en
September 30, 2013 were $66.2 million and $86.8anijlrespectively. The interest obligations foe tear ended December 31, 2012 an
twelve months ended September 30, 2013 were $1ili6mand $22.1 million, respectively, resulting negative coverage ratios in each ¢
The dollar amount of the coverage deficiency wdddle been $78.7 million and $109.1 million, respety.

The loss from continuing operations of the Corpgorabefore interest and income tax expense foyéaa ended December 31, 2012
the twelve months ended September 30, 2013 wef rfiiflion and $33.2 million, respectively. The irgst obligations for the year ent
December 31, 2012 and the twelve months ended @bpte30, 2013 were $12.4 million and $22.1 millioespectively, resulting in negat
coverage ratios in each case. The dollar amouititeofoverage deficiency would have been $19.4aniliind $55.3 million, respectively.

After giving effect to the Offering, the pro forntesses of the Corporation before interest and ircoax expense for the year en
December 31, 2012 and the twelve months ended 18bpte30, 2013 were $66.2 million and $86.9 millieespectively. After giving effect
the Offering, the pro forma interest obligationstlee year ended
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December 31, 2012 and the twelve months ended @bpte30, 2013 were $14.9 million and $24.5 millioespectively, resulting in negat
coverage ratios in each case. The dollar amouititeofoverage deficiency would have been $81.1aniliind $111.5 million, respectively.

After giving effect to the Offering, the pro formiasses from continuing operations of the Corporatiefore interest and income
expense for the year ended December 31, 2012 andwiblve months ended September 30, 2013 weren$iflion and $33.7 millior
respectively. After giving effect to the Offerinipe pro forma interest obligations for the yearezh®ecember 31, 2012 and the twelve mc
ended September 30, 2013 were $14.8 million and5&24llion, respectively, resulting in negative epage ratios in each case. The d
amount of the coverage deficiency would have b&dn8million and $57.7 million, respectively.

The earnings coverage ratios set out above have dseulated using annual financial statementsgezpin accordance with IFRS
interim financial statements prepared in accordavite IFRS using International Accounting Standiial 34.

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

“ Contingent Obligation ” means, as to any person, any direct or indirebtliti, contingent or otherwise, of that persontwiespect to ar
indebtedness, lease, dividend or other obligatfoanother person if the primary purpose or intenthe person incurring such liability, or 1
primary effect thereof, is to provide assurancthtoobligee of such liability that such liabilityillkbe paid or discharged, or that any agreen
relating thereto will be complied with, or that thelders of such liability will be protected (in wle or in part) against loss with respect theretc

“ Equity Conditions " means: (i) on each day during the period beginoimg month prior to the applicable date of detertidneand ending ¢
and including the applicable date of determinatimn Corporatiors registration statement filed with the SEC in axtion with this prospect
supplement (the ‘Registration Statement”) is effective and the prospectus contained therbail e available for the issuance by
Corporation of all of the Common Shares issuablenugpnversion of the Debentures and exercise ofMagants (disregarding any limitati
on conversion of the Debentures and exercise ofAtheants); (ii) on each day during the period bagig one month prior to the applica
date of determination and ending on and includhme dpplicable date of determination (th&¢uity Conditions Measuring Period "), the
Common Shares (including all of the Common Shasssable upon conversion of the Debentures and isgent the Warrants) are listed
designated for quotation (as applicable) on onth@fTSX or the NYSE MKT and shall not have beempsnded from trading on the TSX ¢
the NYSE MKT (other than suspensions of not moenttwo days on each respective exchange and aegyrior to the applicable date
determination due to business announcements b@dhgoration) nor shall delisting or suspension bthithe TSX and the NYSE MKT ha
been threatened (with a reasonable prospect ditiskglioccurring) or pending either (A) in writing bhe TSX or the NYSE MKT or (B) t
falling below the minimum listing maintenance reganents of the TSX or the NYSE MKT,; (iii) on eachydduring the Equity Conditio
Measuring Period, the Corporation shall have dedigall Common Shares payable on account of irtaresall Common Shares issuable t
conversion of the Debentures and all Common Shasesble upon exercise of the Warrants on a tirhakis and all other Common Sh:
required to be delivered by the Corporation onnzely basis as set forth in the Series 2 Securi{igsany Common Shares to be issue
connection with the event requiring determinatioayrbe issued in full without violating the MaximuPercentage; (v) any Common Share
be issued in connection with the event requiringgiaeination may be issued in full without violatitige rules or regulations of the TSX or
NYSE MKT ; (vii) the Corporation shall no knowledge of anytftitat would reasonably be expected to cause tigesRation Statement to r
be effective or the prospectus contained theremmtde available for the issuance by the Corpaomadif all of the Warrant Shares (disregart
any limitation on the exercise of the Warrants)) @n each day during the Equity Conditions MeasgiPeriod, no public announcement
pending, proposed or intended Fundamental Tramsasthall have occurred which has not been abanddeedinated or consummat
(viii) no holder shall be in possession of any matenonpublic information regarding the Corporation or asfyits Subsidiaries provided
any of them by the Corporation, any of its subsidaor any of their respective affiliates, empleyeofficers, representatives, agents o
like; (ix) on each day during the Equity Conditiokeasuring Period, the Corporation otherwise shalle been in material compliance v
each provision and covenant of the Debentures, alitgrand Series 2 Securities; and (x) without &ton of the foregoing clause (ix), on e
day during the Equity Conditions Measuring Perithetre shall not have occurred an event of defandetthe Indenture or an event that
the passage of time or giving of notice would citatg an event of default under the Indenture.
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“ Equity Conditions Failure " means, with respect to a particular date of detsation, that on any day during the period commen&e
trading days immediately prior to such date of dateation, the Equity Conditions have not beens$iaiil (or waived in writing by the holde
of the Debentures or the Warrants, as applicable).

“ Fundamental Transaction” means that (i) the Corporation or any of its subsies shall, directly or indirectly, in one or neorelate
transactions, (1) consolidate or merge with or ifvtbether or not the Corporation or any of its sdilsies is the surviving corporation) &
other person (excluding a merger or consolidatibra subsidiary that is directly or indirectly whplbwned by the Corporation into 1
Corporation or into any other subsidiary that isedily or indirectly whollyewned by the Corporation), or (2) sell, lease, 8= assig
transfer, convey or otherwise dispose of all orssatially all of its respective properties or asge any other person (excluding such a
lease, license, transfer, conveyance or other dispo by a subsidiary that is directly or indidgctvholly-owned by the Corporation to |
Corporation or to any other subsidiary that is ciseor indirectly whollyowned by the Corporation), or (3) allow any othergon to make
purchase, tender or exchange offer that is accdgytélde holders of more than 50% of the outstandhmyes of Voting Stock of the Corpora
(not including any shares of Voting Stock of thef@wation held by the person or persons makingaatyfo, or associated or affiliated with
persons making or party to, such purchase, tendexahange offer), or (4) consummate a stock oresparchase agreement or other bus
combination (including, without limitation, a re@ngjzation, recapitalization, spoff or scheme of arrangement) with any other pexgbareb
such other person acquires more than 50% of th&tamding shares of Voting Stock of the Corporafieot including any shares of Voti
Stock of the Corporation held by the other persoatber persons making or party to, or associateaffdiated with the other persons mak
or party to, such stock or share purchase agreearenther business combination), or (5) reorganigeapitalize or reclassify the Comn
Shares, or (ii) any “person” or “groupag these terms are used for purposes of Sectiqd} d3d 14(d) of the Exchange Act and the rules
regulations promulgated thereunder), other tharHiblder and any of its affiliates, is or shall bemthe “beneficial owner’as defined in Ru
13d-3 under the Exchange Act), directly or indirectty,50% of the aggregate ordinary voting power repn¢ed by issued and outstant
Voting Stock of the Corporation.

“ Indebtedness’ of any person means, without duplication (A) atlebtedness for borrowed money, (B) all obligatimssied, undertaken
assumed as the deferred purchase price of propesgrvices (including, without limitation, “capit@ases”in accordance with IFRS) (ott
than trade payables entered into in the ordinarys® of business), (C) all reimbursement or paynedtigations with respect to letters
credit, surety bonds and other similar instrumefiy,all obligations evidenced by Debentures, bordibentures or similar instrumel
including obligations so evidenced incurred in cection with the acquisition of property, assetdosinesses, (E) all indebtedness creat
arising under any conditional sale or other tideention agreement, or incurred as financing, imeeicase with respect to any property or a
acquired with the proceeds of such indebtednesn(though the rights and remedies of the sellé&aok under such agreement in the eve
default are limited to repossession or sale of qudperty), (F) all monetary obligations under degsing or similar arrangement which
connection with IFRS, consistently applied for theriods covered thereby, is classified as a cafatale, (G) all indebtedness referred 1
clauses (A) through (F) above secured by (or foictwithe holder of such Indebtedness has an exisiiyig, contingent or otherwise, to
secured by) any mortgage, lien, pledge, chargeyrisgdinterest or other encumbrance upon or in property or assets (including accounts
contract rights) owned by any Person, even thohghPerson which owns such assets or property Hagssamed or become liable for
payment of such indebtedness, and (H) all Contin@daligations in respect of indebtedness or obiayest of others of the kinds referred tc
clauses (A) through (G) above;

“ Required Holders” means, collectively, as of a particular time ofedetination, (i) each holder of a Debenture having#ginal principe
amount greater than or equal to $18,000,000 akeofCiosing Date (a Significant Holder”) who holds as of such time of determina
Debentures or Warrants then convertible or exeoléstor an aggregate number of shares of CommoneStihat is equal to or greater t
10% of the number of Common Shares issuable upowetsion or exercise of the Debentures or Warriitially issued to such Significa
Holder (in each case disregarding all limitatiomsexercise set forth in the Debentures or Warramtg)) if no Significant Holder holds as
such time of determination Debentures or Warrams convertible or exercisable for an aggregatebsuraf shares of Common Shares th
equal to or greater than 10% of the number Comntares issuable upon the conversion or exercisheofMarrants or Debentures initic
issued to such Significant Holder (in each caseedarding all limitations on the conversion or set forth in the Debentures or Warra
holders of the Debentures or Warrants then corblertr exercisable for an aggregate number ComnimameS equal to at least 66.7% of
number Common Shares issuable upon the conversierercise of all Debentures or Warrants outstamdis of such time of determinat
(disregarding all limitations on exercise or corsi@n set forth in the Debentures or Warrants) pgdieable.

“ Voting Stock ” of a person means capital stock of such persoheotlass or classes pursuant to which the holtersaf have the gene
voting power to elect, or the general power to &ppat least a majority of the board of directorsnagers
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or trustees of such person (irrespective of whethetot at the time capital stock of any other €las classes shall have or might have v«
power by reason of the happening of any contingency

Description of the Debentures

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

General

The Debentures will be issued under an indentutedden or about January 30, 2014 (tHerihcipal Indenture ), as supplemented
an indenture supplement dated as of the Closing Rhé “Supplemental Indenture”, together with the Principal Indenture, théntlenture
"), among the Corporation, Computershare Trust Compé&@anada, as Canadian trustee, and Computershaseompany, N.A. as Unit
States trustee (together th®&benture Trustees”). The aggregate principal amount of the Debentur#soaaed for issue is unlimited. .
well, the Corporation may, from time to time, withdhe consent of holders of Debentures, issuetiaddl Debentures of the same series u
the Indenture or of a different series under thediyal Indenture, as supplemented and amended.

The Debentures will be issued on the Closing Datkwill initially be issuable only in denomination$ $1,000 and integral multipl
thereof. The Maturity Date of the Debentures willftve years following the Closing Date (as the samay be extended in accordance witt
terms of the Indenture).

The Debentures will bear interest from the dateissiie at 7.5% per annum, which will be payable samually in arrears «
January 30 and July 30 in each year, commencingutyn30, 2014. The first interest payment will indé interest accrued from the closin
the Offering to, but excluding, July 30, 2014. Frand after the occurrence and during the contin@ah@ny Event of Default, the interest
applicable to the Debentures will automaticallyilereased to 12%. See “— Redemption upon Eveneddut”.

Subject to the ability of the Corporation to isst@mmon Shares in satisfaction of the principabof] interest, Mak&/hole Amount an
Late Charges (as defined below) on, the Debentpessnents of principal, interest, the Makéiole Amount and Late Charges shall be n
in Canadian dollars.

The Debentures will be direct obligations of therggtwation and will not be secured by any mortgagdedge, hypothec or other cha
and will be subordinated to other liabilities oét@orporation as described under “— Rank and Suistidn”. The Indenture will not restrict t
Corporation from incurring additional indebtednéssborrowed money or from mortgaging, pledgingcbarging its properties to secure
indebtedness.

Any payments by the Corporation under the Indensinal be made free and clear of, and without diéaludor, any and all present
future taxes, levies, imposts, deductions, chamyewithholdings, and all liabilities with respedtereto (collectively, “Taxes”) unless th
Corporation is required to withhold or deduct anyoants for, or on account of, Taxes pursuant toagplicable law. If the Corporation st
be required to deduct any Taxes from or in respkahy sum payable under the Debentures to anyehald the sum payable shall be incre:
by the amount by which the sum payable would otislwave to be increased (tht&ak make-whole amount’) to ensure that after making
required deductions (including, without limitatioeductions applicable to the tax makkele amount) the holder would receive an am
equal to the sum the holder would have receivednaasuch deductions been made, (ii) the Corporatiwl make such deductions and (iii)
Corporation shall pay the full amount withheld @ddcted to the relevant governmental authority iwithe time required. In addition, 1
Corporation shall pay to the relevant governmeautdihority in accordance with applicable law anyspré or future stamp or documentary t:
or any other excise or property taxes, chargesniifas levies that arise from any payment made wrtde Indenture or in connection with
execution, delivery, registration or performance @fotherwise with respect to, the Debenturesrdhwéll be no provisions in the Indent
allowing for the Corporation to redeem Debenturesdascribed in the base prospectus under “Desmmipdif Debt Securities Tax
Redemption”. The tax make-whole amounts may bsfgadiin Common Shares.

The Offering and Second Tranche Offering are beingursued to seek to remedy the serious financial di€ulties currently faced
by the Corporation. Under the current terms of theCredit Facility and the Brookfield Debt, the paymer of principal on the Debenture:
in cash would be prohibited unless consented to lihe lenders. In addition, under the terms of the Cedit Facility and the Brookfield
Debt, the payment of interest in cash on the Debamtes would be prohibited if a default has occurredr would occur as a result of suc
payment. In addition, the Debentures are subordinatd to the Credit Facility and the Brookfield Debt.See “— Rank and Subordination”.
Both
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the Credit Facility and the Brookfield Debt mature prior to the Maturity Date. If such terms prohibiti ng payment in cash remain il
place at the Maturity Date, however, the Corporatim expects to seek to repay the principal amount dhe Debentures with Commol
Shares as described under “— Payment at Maturity”.

Conversion Privilege

Holders may convert their Debentures into Commoar&hat any time at the conversion price, beingraversion rate of approximat:
1381 Common Shares per $1,000 principal amountefifeDtures, subject to adjustment in certain evatdescribed in the Indenture. Holc
converting their Debentures will receive all accr@nd unpaid interest thereon to, but excluding,date of conversion, as well as the Make
Whole Amount, and such holders shall become holderscord of Common Shares on the date of conmerdihe number of Common She
issuable in respect of accrued and unpaid intésefttermined by dividing the aggregate amountcafied and unpaid interest by the Inte
Conversion Price. The number of Common Shares lidstia respect of the Make-Whole Amount is deteedimy dividing the Maké&Vhole
Amount by the Make-Whole Conversion Price, being fike-day VWAP of the Common Shares on the TSX for thie ionsecutive Tradii
Days ending on the second trading day immediatedcauing the conversion date. The Makbole Amount represents the amoun
unaccrued and unpaid interest that would have pa#hif such Debenture were held to maturity, redlby 1% for each 1% that the fidey
VWAP of the Common Shares on the TSX at the timeoniversion exceeds the conversion price (prorfateshcrements less than 1%). In |
of issuing Common Shares in respect of accrueduapdid interest and the Maki#hole Amount, the Corporation may elect to payoalany
portion of such amounts in cash.

If the issuance of Common Shares on conversiondvasult in a fraction of a Common Share, the Caon shall round such fracti
of a Common Share to the nearest whole Common $hétte 0.5 of a Common Share being rounded up)deid of Debentures surrende
for conversion during the period from the closéduo$iness on any regular record date to the opafibgsiness on the next succeeding Int
Payment Date will receive the seannual interest payable on such Debentures onattiesponding Interest Payment Date notwithstanttie
conversion, and the Mak&thole Amount will be adjusted to account for the/mant of such interest paid on account of the dmtsvee!
conversion and such interest payment date.

If the Corporation shall fail, for any reason or fo reason within three trading days after thepGmations receipt of the applicat
conversion notice, to issue Common Shares to whidmolder is entitled upon the holder's conversidnaoy conversion amount (a “
Conversion Failure”), and if on or after such third trading day the hol@e any other person in respect, or on behalthefholder) purchas
(in an open market transaction or otherwise) Com@loares to deliver in satisfaction of a sale byhibleler of all or any portion of the num
of Common Sharesor a sale of a number of Common Shares equal tr ahy portion of the number of Common Sharesiaiske upon suc
conversion that the holder so anticipated receifiogn the Corporation, then, in addition to all @hremedies available to the holder,
Corporation shall, within three business days atter holder’'s request and in the holdediscretion, either (i) pay cash to the holdear
amount equal to the holder’s total purchase piilvel(ding brokerage commissions and other oupadket expenses, if any) for the Comr
Shares so purchased (including, without limitatiop,any other person in respect, or on behalfhefttolder) (the ‘Buy-In Price "), at whict
point the Corporation’s obligation to so issue aadiver such number of Common Shares to which tilddn is entitled upon the holder’
conversion shall terminate, or (ii) promptly hortsrobligation to so issue and deliver to the holtie number of Common Shares to whict
holder is entitled upon the holder’'s conversion payg cash to the holder in an amount equal to tleess (if any) of the Bujn Price over th
product of (A) such number of Common Shares mugtipby (B) the lowest closing sale price of the @mon Shares on any trading day du
the period commencing on the date of the applicatwerersion notice and ending on the date of ssgilince and payment therefor.

Holders will not be able to convert Debentures, witirthey be able to accept Common Shares issuadtisfaction of interest, on acca
of a Make-Whole Amount, makehole tax amounts and Late Charges or upon mandetmversion if, as a result of such conversiorreise
or payment the holder or any of its affiliates wikneficially own greater than 9.9% of the outslagdCommon Shares (the Maximum
Percentage’). See “Risk Factors — Risks Related to the Offgr The Corporation may make interest paymentgeMahole Amounts, make-
whole tax amounts and Late Charges on the Debentar€ommon Shares and pay principal amounts dueasirity in Common Share
however in certain circumstances the Corporatioy nm be able to issue Common Shares which maytteadiefault under the Debentures”.

For a discussion of the tax treatment of a holéeeiving Common Shares upon converting DebentwwesGertain Canadian Fede
Income Tax Considerations” and “Certain United &dtederal Income Tax Considerations”.
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If the Corporation at any time on or after the @igsDate subdivides (by any stock split, stock diérid, recapitalization or otherwise)
outstanding Common Shares into a greater numbeharfes, the conversion price in effect immediafeipr to such subdivision will t
proportionately reduced. If the Corporation at &#ime on or after the Closing Date combines (by cimation, reverse stock split or otherwi
its outstanding Common Shares into a smaller nurabshares, the conversion price in effect immedjaprior to such combination will |
proportionately increased. Any such adjustment léitome effective immediately after the effectiadedof such subdivision or combinati
In addition, in the event that the Corporation doy subsidiary) shall take any action to which pirevisions of the Indenture are not stri
applicable, or, if applicable, would not operateptotect a holder of Debentures from dilution oarify similar event occurs (including, with
limitation, the granting of stock appreciation righphantom stock rights or other rights with egdéatures), then the Corporatisrboard c
directors will in good faith determine and implerhan appropriate adjustment in the conversion Bas to protect the rights of the holi
of Debentures.

Optional Redemption

If at any time after the date of the 18 month aarsary of the Closing Date (theCompany Optional Redemption Eligibility Date ),
(i) the daily VWAP of the Common Shares is equabtareater than $1.086 per share (as adjusteddok splits, stock combinations and
like occurring from and after the Closing Date)e(thCompany Optional Redemption Trigger Price”) for a period of 10 consecutive trad
days following the Company Optional Redemption iBilgy Date (the 10 consecutive trading days oniglihithe condition discussed in (i
satisfied are referred to herein as thEdmpany Optional Redemption Measuring Period”), (ii) the aggregate dollar trading volume
reported on Bloomberg) of the Common Shares onTi8X plus the NYSE MKT for each trading day durifge tCompany Option
Redemption Measuring Period exceeds $5.5 milliontgzeling day (as adjusted for stock splits, cormbams and other similar transacti
occurring from and after the Closing Date) and) (id Equity Conditions Failure will have occurreddais continuing (the ‘Optional
Redemption Conditions”), then the Corporation will have the right to eedn all, but not less than all, of the Debentutks { Company
Optional Redemption”). The Company Optional Redemption will be at leastra@ling days but not more than 60 trading dayieviohg the
date that the Corporation provides notice of Corggaptional Redemption. The redemption price for Erebentures shall be determined &
the Company Optional Redemption Date and shallnbamaount in cash equal to the sum of (i) all of tiienfemaining amounts outstand
under the Debentures as of the date of the Com@gtipnal Redemption, including any accrued and ichpderest, plus (ii) the Makg/hole
Amount as of the Company Optional Redemption Date. portion of Debentures converted by a holdegrathe date that notice is provides
respect of Company Optional Redemption shall redbeeprincipal amount of Debentures required tadmeemed on the date of Comp
Optional Redemption. If the Optional Redemption ditans are not satisfied on any day during thegoecommencing on the date that nc
of Company Optional Redemption is provided and egdin the trading day preceding the date of Comgptyonal Redemption (or the d
of the Company Optional Redemption, as the caselm@ythen, in either case, the notice of CompaptioBal Redemption shall be null ¢
void ab initio and the Company Optional Redemption contemplateslbs notice will not occur.

Mandatory Conversion

If at any time after the 18 month anniversary &f tlate of issue (theMandatory Conversion Eligibility Date "), (i) the daily VWAP o
the Common Shares is equal to or greater than 65h8Bshare (as adjusted for stock splits, stockbiwations and the like occurring from i
after the Closing Date) (theTrigger Price ") for a period of 10 consecutive trading days follegithe Mandatory Conversion Eligibility Di
(the 10 consecutive trading days on which the dandin in (i) is satisfied are referred to hereis the “Mandatory Conversion Measuring
Period "); (ii) the aggregate dollar trading volume (as rebde Bloomberg) of the Common Shares on the TSX fhlea NYSE MKT for eac
trading day during the Mandatory Conversion MeagyriPeriod exceeds $5.5 million per trading day ddpisted for stock splits, stc
combinations and the like occurring from and after Closing Date) and (iii) no Equity Conditionsiltee has occurred and is continu
(collectively the “Mandatory Conversion Condition "), then the Corporation shall have the right to regjtiie holders to convert all, but
less than all, of the Debentures at the convernsites set forth under “— Conversion Privilege” (ddndatory Conversion”). The Mandator
Conversion shall be at least 30 trading days batnmare than 60 trading days following the date tthet Corporation provides notice
Mandatory Conversion. Any portion of Debentureswested by a holder after the date that notice mvided in respect of a Mandat
Conversion shall reduce the principal amount of ébres required to be converted on the date ofdstany Conversion. Notwithstandi
anything set out above to the contrary, if the Maindy Conversion Conditions is not satisfied on day during the period commencing on
date that notice of Mandatory Conversion is progidad ending on the trading day preceding the afakéandatory Conversion (or the date
the Mandatory Conversion, as the case may be), thaither case, the notice of Mandatory Conversidl be null and voidab initio and thi
Mandatory Conversion contemplated by such notidenat occur.

S-30



Table of Contents

Payment at Maturity

At maturity, the Corporation will be obligated tepay the indebtedness represented by the Deberiyresying to the Debentt
Trustees in lawful money of Canada an amount etputhe aggregate principal amount of the outstapddebentures which have matui
together with accrued and unpaid interest thereon.

If on the Maturity Date, (i) the aggregate dolleding volume (as reported on Bloomberg) of the @mm Shares on the TSX plus
NYSE MKT for each of the 10 consecutive trading slagmediately preceding the Maturity Date (the dfisecutive trading days immedial
preceding the Maturity Date are referred to hemsnthe “Maturity Date Measuring Period ") exceeds $5.5 million per trading day
adjusted for stock splits, combinations and otlimilar transactions occurring from and after the@sdhg Date) and (ii) no Equity Conditic
Failure has occurred, then the Corporation willehéhe right to require holders to convert all, bat less than all, of the Debentures, prov
that such conversion will occur at the Maturity ®alandatory Conversion Price (aMaturity Date Mandatory Conversion ”). Subject ti
any applicable stock exchange approvals, the numb&ommon Shares to be issued will be determireedbliows: dividing the principi
amount of the Debentures outstanding on the Matlxéte by the ‘Maturity Date Mandatory Conversion Price ”, being the lower of (i) tt
Conversion Price and (ii) 95% of the tlay VWAP for the Common Shares on the TSX for theqal ending on the second trading day pri
the Maturity Date. Any portion of Debentures coredrby a holder after the date that notice is mhediin respect of a Maturity Di
Mandatory Conversion shall reduce the principal amiaf Debentures required to be converted on #ite df Maturity Date Mandata
Conversion. If an Equity Conditions Failure occarsthe Maturity Date (which Equity Conditions Faéhas not been waived in writing by
holder), then the notice delivered to the Holdelt @ null and voidab initio and the Maturity Date Mandatory Conversion contexiga b
such notice will not occur. If the Corporation dteto cause a Maturity Date Mandatory Conversioa Bfebenture pursuant to this paragr
then it must simultaneously take the same actidh mispect to all Debentures then outstanding.

Rank and Subordination

The Debentures will be direct, unsecured obligatiaf the Corporation and will rank equally with omaother and the Series
Debentures. The payment of the principal and Maltesle Amounts, if any, of, and interest and otheroants on, the Debentures, will
subordinated and postponed in right of paymeneafosth in the Indenture, to the prior paymentuh of all Secured Indebtedness, as ame
and/or replaced from time to time.Secured Indebtedness of the Corporation will be defined in the Indentuce include all secure
obligations, liabilities and indebtedness of therf@oation, including, but not limited to, (i) therd@kfield Debt, (ii) the Credit Facility; ai
(iii) financing leases entered into from time toné and obligations under cash management and hpdgjreements with any of 1
Corporations lenders. Secured Indebtedness will not includeiraebtedness that would otherwise be Securedbtadaess if it is expres:
stated to be subordinate to or rgmei passuwith the Debentures. The subordination of the Dalbes to the Secured Indebtedness will
restrict the Corporation’s payments in Common Share

The Debenture Trustees and the Corporation wibh &ls authorized (and obligated upon any requesh ftertain holders of Secui
Indebtedness) under the Indenture to enter intorsiation agreements on behalf of the holders ebdhtures with any holder of Sect
Indebtedness, as amended or replaced from timméo t

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

Fundamental Transactions

Within 30 days following any Fundamental Transattithe Corporation will be required to make an offewriting to purchase in ca:s
in whole or in part, the Debentures then outstagpdih a price equal to 102% of the aggregate gatc@mount thereof plus accrued and un
interest earned thereon up to, but excluding, #te df acquisition, plus the applicable Make-Whaieount (a “Debenture Offer” and the “
Debenture Offer Price”).

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

If 90% or more of the aggregate principal amounth&f Debentures have been tendered to the Corporptirsuant to the Debent
Offer, the Corporation will have the right to redeall of the remaining Debentures at the Deben@ffer Price.
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Share Interest Payment Option

Subject to any applicable stock exchange apprewal,no Equity Conditions Failure having occurred aring continuing, any accrt
and unpaid interest on the Debentures may be pammon Shares, at the Corporation’s option,m@ice equal to the fivelay VWAP of th
Common Shares on the TSX ending on the tradingoday to the applicable Interest Payment Date.

Limit on Share Issuances

There can be no assurance that a sufficient nuofl@ommon Shares will have been approved for listin the TSX and NYSE MKT :
as to permit, in all circumstances, (i) the Corpiorato pay all interest, Late Charges, make-whaleamounts and Makéthole Amounts i
Common Shares and (i) to pay all principal amoutus on conversion or at maturity in Common Shaaed,there can be no assurance th:
TSX and NYSE MKT will approve for listing additioh&ommon Shares. Further, there can be no assuthatdéhe Corporation will t
permitted under the terms of the Credit Facilitytter Brookfield Debt (or any debt instrument thet Corporation enters into, including a ¢
instrument that replaces or amends the CreditiBaoil the Brookfield Debt, as the case may be)dy interest, Late Charges, makkele ta;
amounts and Mak®&vhole Amounts on the Debentures in cash or to pacipal amounts due at maturity or redemptionaste In the eve
(A) that an insufficient number of Common Shares approved for listing by the TSX and NYSE MKT termit the Corporation to (i) pay
interest, make-whole tax amounts, Mak#role Amounts and other payments under the IndenturCommon Shares and (ii) to pay
principal amounts due on conversion or at matuntgommon Shares, (B) the TSX or NYSE MKT does approve for listing addition
Common Shares and (C) the terms of the CreditiBaoil the Brookfield Debt (or any secured debtinsent that the Corporation enters i
including a debt instrument that amends or repléteredit Facility or the Brookfield Debt, as tteese may be) do not permit the Corpor:
to pay interest, Late Charges, make-whole tax ansoiiakeWhole Amounts and other payments under the Indentucash, the Corporati
may issue such number of Common Shares as haveappenved for listing by the TSX MKT and NYSE MKThdathereafter may be unable
issue additional Common Shares and as a resulbay default under the terms of the Indenture thed/Varrant Certificates. If that situat
applies, the Corporation may needto rateor allocate Common Share issuances based on sttohsfas it considers reasonable at the time.

Pursuant to the Subscription Agreement, the Cotjmorawill likely agree that for the period commengion the closing date of 1
Offering and ending on the later of (i) March 3@12 and (ii) 90 days following the closing of thecSnd Tranche Offering, neither
Corporation nor any of its subsidiaries shall diseor indirectly issue, offer, sell, grant any wmpt or right to purchase, or otherwise dispos
(or announce any issuance, offer, sale, grant ypbation or right to purchase or other dispositidhany equity security or any equiliykked ol
related security (including, without limitation, yatlequity security” &s that term is defined under Rule 405 promulgateder the Securiti
Act), any convertible securities, any debt seaesitiany preferred or special shares or any puraiigtsts. Notwithstanding the foregoing, t
restriction will not apply in respect of the issaanof (A) subject to certain conditions, Common 8haor standard options to purct
Common Shares to directors, officers or employdebheoCompany in their capacity as such pursuaantapproved share plan; (B) subjer
certain conditions, Common Shares issued upon dhegezsion, exercise or exchange of convertible réiesi (other than standard option:
purchase Common Shares issued pursuant to an &gjsbare plan that are covered by clause (A) alissegd prior to the date of the clos
of the Offering (C) the Common Shares issuableoimection with the Offering and the Second Trarfering.

Additional Amounts Payment Election

Unless an Event of Default has occurred and isiointy, the Corporation may elect, from time todinto satisfy its obligation to pay ¢
tax makewhole amount on the Debentures, by delivering sidffit freely tradeable additional Common Sharehéocholders as determined
dividing the tax make-whole amount by the Inte@shversion Price.

Rights upon Issuance of Purchase Rights and Othesr@orate Events

If at any time the Corporation grants, issues dis ssy options, convertible securities or righdsgpuurchase stock, warrants, securitie
other property pro rata to all or substantiallycdlthe record holders of Common Shares (tReifchase Rights”), then a holder of Debentur
will be entitled to acquire, upon the terms apgileato such Purchase Rights, the aggregate Purdkigbés which the holder could h¢
acquired if the holder had held the number of ComrBbares acquirable upon complete conversion oedtebes (without regard to
limitations on conversion hereof, including withdmtitation, the Maximum Percentage) immediatelyobe the date on which a record is ta
for the grant, issuance or sale of such Purchagetior, if no such record is taken, the datefaghich such record holders of Common
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Shares are to be determined for the grant, issusalerof such Purchase Rights (provided, howewethé extent that the holdsrtight tc
participate in any such Purchase Right would reisuthe holder exceeding the Maximum Percentage the holder shall not be entitlec
participate in such Purchase Right to such extnbéneficial ownership of such Common Shares @&salt of such Purchase Right to s
extent) and such Purchase Right to such extent Isbdield in abeyance for the holder until suchetiiifi ever, as its right thereto would
result in the Holder exceeding the Maximum Peragaita

Prior to the consummation of each Fundamental Bt pursuant to which holders of Common Sharesemtitled to recei
securities, cash, assets or other property withe@sto or in exchange for Common Shares Gofporate Event "), the Corporation and t
successor entity (including its parent entity) hahke appropriate provision to ensure that holdérthe Debentures will thereafter have
right as a result of such Corporate Event, to kexeipon a conversion of Debentures at any time #fie consummation of the applica
Fundamental Transaction, in lieu of the Common &héor other securities, cash, assets or otheeggofexcept such items still issuable a:
out in the previous paragraph or the paragraphvhelghich shall continue to be receivable there@ftessuable upon the conversion
Debentures prior to such Fundamental Transactioch shares of stock, securities, cash, assetsyoother property whatsoever (includ
warrants or other purchase or subscription rigivsich the holder would have been entitled to rezeipon the happening of the applici
Fundamental Transaction had Debentures been cedvienmediately prior to the applicable Fundameftainsaction (without regard to ¢
limitations on the conversion of Debentures). Thes®visions shall apply similarly and equally taceessive Corporate Events and sha
applied as if the Debentures were fully convertdnhel without regard to any limitations on the casian of the Debentures (provided that
holder shall continue to be entitled to the beradfthe Maximum Percentage).

If the Corporation shall declare or make any dimtl®r other distribution of its assets (or rigltsatquire its assets) to all or substant
all of the holders of Common Shares, by way ofretf capital or otherwise (including, without litation, any distribution of stock or otl
securities, property or options by way of a dividespin off, reclassification, corporate rearrangatnscheme of arrangement or other sir
transaction) (a Distribution "), at any time after the issuance of the Debentunes, in each such case, and subject to any requagedaton
approvals, the holders of the Debentures shallrtitlexl to participate in such Distribution to tkeme extent that the holders would
participated therein if the holders had held thenber of Common Shares acquirable upon completeersion of the Debentures held b
(without regard to any limitations on conversiam;luding without limitation, the Maximum Percentagmmediately before the date on wk
a record is taken for such Distribution, or, if saech record is taken, the date as of which therdebolders of Common Shares are t
determined for the participation in such Distrilouti (provided, however, to the extent that the hofleight to participate in any st
Distributions would result in the holder exceeditigg Maximum Percentage, then the holder shall moebtitled to participate in su
Distribution to such extent (or the beneficial onstep of any such Common Shares as a result of Bigthibution to such extent) and si
Distribution to such extent will be held in abeyaror the benefit of the holder until such timegvfer, as its right thereto would not result in
holder exceeding the Maximum Percentage).

Purchase for Cancellation

The Corporation may, to the extent permitted byliapple law, the terms of the CorporatisrBecured Indebtedness and the terms
Indenture, at any time purchase the Debenturdseimpen market or by tender at any price or byapeicontract. Any Debenture purchase
the Corporation will be surrendered to the Debaenfinustees for cancellation. Any Debentures suessdito the Debenture Trustees may
be reissued or resold and will be cancelled promptl

Restriction on Redemption and Cash Dividends

Until all of the Debentures have been convertedeeeed or otherwise satisfied in accordance wir tbrms, the Corporation shall r
and the Corporation shall cause each of its sudrsidi to not, directly or indirectly, redeem, reghase or declare or pay any cash divider
distribution on any of its, or their, capital stogkovided that nothing shall prohibit the Corparatfrom effecting repurchases of Comr
Shares on the TSX or the NYSE MKT so long as thgegate number of Common Shares repurchased Wyatmoration in any calendar y
does not exceed a number of shares equal to 5%uimder of Common Shares issued and outstandingrfdieed as of each date e
repurchase occurs). Notwithstanding the prohibitadnthe previous sentence, nothing will restricly adirect or indirect whollyawnec
subsidiary of the Corporation from paying dividemdglistributions.

Events of Default
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Notwithstanding the provisions in the Principal émture relating to “Events of Default”, the Indemtyrovides that an event of default (
Event of Default”) in respect of the Debentures will occur if any anenore of the following described events has asmiand is continuir
with respect to the Debentures:

(i) the suspension from trading or the failure of ttem@hon Shares to be trading or listed (as appli¢atrteboth the TSX and t
NYSE MKT for a period of five consecutive days or fore than an aggregate of 10 days in an-day period on each respec!
exchange

(i) the Corporations (A) failure to cure a Conversion Failure or Deliy Failure (as such term is defined in the Warf2ertificate) b
delivery of the required number of Common Shardkiwifive trading days after the applicable conimrdate or exercise date,
the case may be, or (B) notice, written or oralang holder of the Debentures or Warrants, inclgdimithout limitation, by way ¢
public announcement or through any of the Corpondi agents, at any time, of its intention not to clymnps required, with
request for conversion of any Debentures into ComBioares that is requested in accordance withrthagons of the Debenturt
other than pursuant to and in respect of convessprohibited or restricted by the Maximum Perceetay request for exercise
any Warrants

(i) the Corporation’s failure to pay to the hotdany amount of principal, interest, Late Chargas ¢efined below), Maké/hole
Amount or other amounts when and as due under #ieiiures (including, without limitation, the Coration’s failure to pay ar
redemption payments) except, in the case of Latr@es, where such failure remains uncured for mgef at least five day:

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

(v) the acceleration of any Indebtedness of the Cotjoorar any of its subsidiaries, other than withpect to the Debenture

(vi) bankruptcy, insolvency, reorganization or liquidatiproceedings or other proceedings for the refiefebtors shall be instituted
or against the Corporation or any significant sdiasy and, if instituted against the Corporationaay significant subsidiary by
third party, shall not be dismissed within 30 daf/¢heir initiation;

(vii) the commencement by the Corporation or any sigmiticubsidiary of a voluntary case or proceedindeumny applicable feder
state or foreign bankruptcy, insolvency, reorgatiizaor other similar law or of any other case cogeeding to be adjudicate:
bankrupt or insolvent, or the consent by it to &mdry of a decree, order, judgment or other simdlacument in respect of t
Corporation or any significant subsidiary in an dhuntary case or proceeding under any applicabikertd, state or foreic
bankruptcy, insolvency, reorganization or otherilimlaw or to the commencement of any bankrupteyinsolvency case
proceeding against it, or the filing by it of a itien or answer or consent seeking reorganizatiomebef under any applicak
federal, state or foreign law, or the consent bipithe filing of such petition or to the appointmef or taking possession b
custodian, receiver, liquidator, assignee, trustequestrator or other similar official of the Cangition or any significant subsidi:
or of any substantial part of its property, or theking by it of an assignment for the benefit aéditors, or the execution o
composition of debts, or the occurrence of any rosimailar federal, state or foreign proceedingtt@ admission by it in writing
its inability to pay its debts generally as theydme due, the taking of corporate action by thep@ation or any significa
subsidiary in furtherance of any such action orttiléng of any action by any person to commencendotm Commercial Coc
foreclosure sale or any other similar action urfdderal, state or foreign la

(viii) the entry by a court of (A) a decree, order, judgima other similar document in respect of the @oagion or any significa
subsidiary of a voluntary or involuntary case ooqaeding under any applicable federal, state @idarbankruptcy, insolvenc
reorganization or other similar law or (B) a de¢resler, judgment or other similar document adjndgihe Corporation or a
significant subsidiary as bankrupt or insolvent, approving as properly filed a petition seekinguidgation, reorganizatio
arrangement, adjustment or composition of or irpees of the Corporation or any significant subsigiander any applicak
federal, state or foreign law or (C) a decree, grilelgment or other similar document appointinguatodian, receiver, liquidat
assignee, trustee, sequestrator or other simifesiadfof the Corporation or any significant sulisiy or of any substantial part of
property, or ordering the winding up or liquidatiohits affairs, and the continuance
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any such decree, order, judgment or other simitgouchent or any such other decree, order, judgmenther similar docume
unstayed and in effect for a period of 30 consgeutiays

(ix) other than as specifically set forth above or belihe Corporation breaches any covenant, repregamtavarranty or other term
condition of the Warrants or the Tranche 2 Se@sjtexcept, in the case of a breach of a covemasther term or condition that
curable, only if such breach remains uncured foerod of five days

(x) any breach or failure in any respect by the Corpamaor any subsidiary to comply with certain coaats under the Indentut
(xiy any breach or failure of the covenant describe”Details of the Offerine Restriction on Redemption and Cash Divide¢’;

(xii) a false or inaccurate certification (including &éaor inaccurate deemed certification) by the Grafion that the Equity Conditio
are satisfied, that there has been no Equity Ciomdit-ailure or as to whether any Event of Defhak occurred; ¢

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

Late Charges

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

Redemption upon Event of Default

Upon the occurrence of an Event of Default, thepBaation will within one business day deliver weittnotice thereof to the Debent
Trustees. At any time after the earlier of the Debree Trustees’eceipt of such notice and any holder becoming awéian Event of Defau
the holder may require the Corporation to redeesgdirdiess of whether such Event of Default has lmered) all or any portion of
Debentures by delivering written notice thereofe(thEvent of Default Redemption Notice”) to the Corporation, which Event of Defe
Redemption Notice will indicate the portion of tbebentures that the holder is electing to redeesshiportion of the Debentures subjec
redemption by the Corporation will be redeemed ptige equal to the greater of (i) the conversiomant to be redeemed, plus all accruec
unpaid interest thereon plus the Makéole Amount related to such conversion amount @)dhe sum of (A) the product of (x)t
conversion rate with respect to the conversion arhoueffect at such time as the holder delivees dpplicable Event of Default Redemp
Notice multiplied by (y) the product of (1) a redgtion premium equal to between 100% and 110% (&rméed in accordance with 1
Indenture) multiplied by (2) the greatest closiaiesprice of the Common Shares on any trading daiyng the period commencing on the ¢
immediately preceding such Event of Default andirman the date the Corporation makes the entiyenpat required to be made plus (B
accrued and unpaid interest on such conversion anmdus the Make-Whole Amount related to such cosie@ amount (the ‘Event ol
Default Redemption Price”). Until the applicable Event of Default redemptioncpr(together with any Late Charges thereon) id paifull,
the conversion amount submitted for redemptiondtiogr with any Late Charges thereon) may be coedgeim whole or in part, by the holt
into Common Shares pursuant to the terms of theritue.

From and after the occurrence and during the coatioe of any Event of Default, the interest ratpliagble to the Debentures v
automatically be increased to 12%. In the everntdbhah Event of Default is subsequently cured, sactease will cease to be effective a
the date of such cure, provided that the interestadculated and unpaid at such increased rataglthie continuance of such Event of Del
will continue to apply to the extent relating tettiays after the occurrence of such Event of Detatdugh and including the date of such «
of such Event of Default.

Amendment and Waiver
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The provisions of the Debentures may be amended thé written consent of the Corporation and edcth® Required Holders. Al
amendment shall be binding upon the holder andCihooration, provided that no such amendment dbeleffective to the extent tha
(1) applies to less than all of the holders oC®bentures, (2) imposes any obligation or liabititythe holder without the holdsrprior writtet
consent (which may be granted or withheld in thiléwds sole discretion), (3) applies to the Maxim&@rcentage without the holdempriol
written consent (which may be granted or withheldhie holders sole discretion) or (4) applies retroactivelycépt as otherwise expressly
forth in the Debentures, no waiver shall be effectiunless it is in writing and signed by an authexdi representative of the waiving pe
provided that the Required Holders (in a writingrsd by all of the Required Holders) may waive pnyvision of the Debentures, and
waiver of any provision shall be effective to theéemt that it (1) applies to less than all holdefr®ebentures (unless a party gives a waiver
itself only), (2) applies to the Maximum Percentagthout the holder’s prior written consent (whietay be granted or withheld in the holder’
sole discretion) or (3) imposes any obligationiability on the Holder without the Holder'prior written consent (which may be grante
withheld in the holdes sole discretion). Under certain circumstancesDibbentures may be amended by a resolution passednaeting ¢
holders if holders representing 66.7% of the agapegqumber of Common Shares then issuable uponecsion of all Debentures th
outstanding who voted in respect of such resolutimte in favour of such resolution.

Except as otherwise expressly set forth in the nhde, no waiver shall be effective unless it isninting and signed by an authori:
representative of the waiving party, provided ttiet Required Holders (in a writing signed by alltbé Required Holders) may waive i
provision of the Indenture, and any waiver of amgvision of the Indenture made in conformity wittetindenture shall be binding on e
holder, provided that no such waiver shall be ¢iffecto the extent that it (1) applies to less tladirholders of all Debentures (unless a f
gives a waiver as to itself only), (2) applies bhe tMaximum Percentage without the holdeprior written consent (which may be grante
withheld in the holder’s sole discretion) or (3)dases any obligation or liability on the holderhwaitit the holdes prior written consent (whi
may be granted or withheld in the holder’s solemditon).

The base prospectus describes how the Corporatayrmmake certain modifications to the Indenture wiiththe consent of the holders
addition to those modifications, for the purposkthe Debentures, the Corporation may modify ttaehture without the consent of the hol
to conform the text of the Indenture to any prauisof this “Details of the Offering” section.

Discharge of the Indenture

The Corporation may satisfy and discharge thebtgations under the Indenture in certain circumesés, including by delivering to t
Debenture Trustees for cancellation all outstandegentures or by depositing with the Debenturesteres, or the paying agent, if applica
after all of the Debentures have become due andh@ywhether at stated maturity or any redemptiate, or any purchase date, or L
conversion or otherwise, cash or Common Shareaplgcable under the terms of the Indenture) sigfficto pay the principal of all of t
outstanding Debentures and the premium, if anyetite and any interest thereon and paying all athers payable under the Indenture.

Limitation on Suits

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

. the holder has previously given written notice he tDebenture Trustees of a continuing Event of Olefaith respect to tt
Debentures affected by such Event of Def:

. such holder shall have made written request t@genture Trustees to institute proceedings ine@spf such Event of Default
their own names as Debenture Trust

. such holder has offered to the Debenture Trustegsonable indemnity against the costs, expensebadiildies to be incurred
compliance with such reque

. the Debenture Trustees for 10 days after theiripeoé such notice, request and offer of indemtiave failed to institute any st
proceeding; an

. no direction inconsistent with such written requess been given to the Debenture Trustees duricly B day period by the holc
of such Debenture
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it being understood and intended that no one orenodrsuch holders shall have any right in any manvieatever by virtue of, or |
availing of, any provision of the Indenture to atfedisturb or prejudice the rights of any otheldeos of Debentures of the same series, i
case of any Event of Default described in the Ihgien or to obtain or seek to obtain priority oef@rence over any other of such holders
enforce any right under the Indenture, except exrttanner provided in the Indenture and for the legnd rateable benefit of all holders
Debentures in the case of any Event of Default.

Calculations in Respect of Debentures

The Corporation is responsible for making all cidtons called for under the Debentures. Theseautations include, but are not limit
to, determination of the amount of Common Sharebdoissued in satisfaction of the Debentures. Thep@ation will make all the:
calculations in good faith. The Corporation willogide a schedule of the Corporatisncalculations to the Debenture Trustees, an
Debenture Trustees are entitled to conclusively upbon the accuracy of the Corporat®ralculations without independent verification ttie
case of any dispute relating to calculations uriderDebentures, the Corporation or the Requirediéts| on behalf of all holders, shall sut
the dispute to the Debenture Trustees in accordaitbethe terms of the Indenture. If the Requirenldérs and the Corporation are unabl
resolve such dispute in a timely manner then thguRed Holders and the Corporation shall seledhdependent, reputable investment bar
accounting firm, as applicable, to resolve suchputis. The Corporation and the Required Holdersl stamlse such investment bank
accounting firm, as applicable, to determine theohation of such dispute and notify the Corporateomd the Required Holders of si
resolution. The fees and expenses of such investhark or accounting firm shall be borne solelythg Corporation, and such investn
bank’s or accounting firng, as applicable, resolution of such dispute dhalfinal and binding upon all parties, including tedlders, abse
manifest error.

No Personal Liability of Directors, Officers, Empiaes, Incorporators and Shareholders

No director, officer, employee, incorporator or itelder of the Corporation, as such, shall hayeliability for any of the obligations
the Corporation under the Debentures or the Inderdufor any claim based on, in respect of, ordason of, such obligations or their crea
Each holder of Debentures by accepting a Debentanges and releases all such liability. The waiwed release are part of the consider:
for issuance of the Debentures.

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

Registration and Transfer

Other than in the case of boekiry securities, Debentures may be presentecpstration of transfer (with the form of transérdorse
thereon duly executed) in the city specified factspurpose at the office of the registrar or tranafent designated by the Corporation for
purpose with respect to the Debentures. No semtiegge will be made for any transfer, conversiorexcthange of the Debentures but
Corporation may require payment of a sum to cover taansfer tax or other governmental charge payatlconnection therewith. St
transfer, conversion or exchange will be effectpdrusuch registrar or transfer agent being satisfigh the documents of title and the ider
of the person making the request. The transfertagahregistrar for the Debentures in Canada is fitenshare Trust Company of Canac
its principal offices in Toronto, Ontario. The tansfer agent and registrar for the DebenturethénUnited States is Computershare 1
Company, N.A. at its office in Golden, Colorado.eT@orporation may at any time rescind the designatif the abovenentioned transf
agent and registrar and appoint another in itseptai@approve any change in the location througlclveich registrar or transfer agent acts.

In the case of bookntry securities, the Debentures will be represkhieone or more global certificates and may be bgl CDS for it
participants. Any such Debentures must be purchasearhnsferred through such participants, whiatiudes securities brokers and dea
banks and trust companies. CDS will establish amdntain bookentry accounts for its participants acting on beladl holders of th
Debentures. The interests of such holders of Debesiwill be represented by entries in the recardstained by the participants. Holder:
Debentures issued in boekitry form will not be entitled to receive a caddte or other instrument evidencing their owngyshiereof, exce
in limited circumstances. Each holder will receave&ustomer confirmation of purchase from the pigdiats from which the Debentures
purchased in accordance with the practices andedures of that participant. As long as CDS or dsimee is the registered owner of
global certificates, CDS or its nominee, as theeaasy be, will be considered the sole owner andédrobf the global certificates and
Debentures represented by these certificatesifpugboses under the Indenture.
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Payment of Interest and Principal

Interest payments on Debentures registered in dineerof CDS or its nominee will be made by electdninds transfer or other mei
acceptable to the Debenture Trustees. The Corparatiderstands that CDS or its nominee, upon reoégny payment of interest or princi
in respect of the Debentures, will credit particifza accounts, on the date interest or principal is pkyawith payments in amoul
proportionate to their respective beneficial ingtiie the principal amount of such Debentures asvahon the records of CDS or its nomir
The Corporation also understands that paymentstefast and principal by participants to the owrériseneficial interests in such Debenti
held through such participants will be governed dbgnding instructions and customary practices aidbe the responsibility of sur
participants. The Corporatiantresponsibility and liability in respect of paynteon Debentures registered in the name of CD& aoiminee |
limited solely and exclusively to making paymentofy interest and principal due on such Debentior€DS or its nominee.

Subscription Agreement

Following the filing of this prospectus supplemeamd on or prior to closing of the Offering, ther@aration anticipates entering int
subscription agreement (the Subscription Agreement”) with a lead subscriber (the lead subscriber”), pursuant to which the le
subscriber is expected to commit to purchase, stibjethe satisfaction of certain conditions, @0$million of the Debentures (and associ
Warrants) under the Offering and (ii) $20 milliohtbe Series 2 Debentures (and associated Sekésréants) to be offered by the Corpora
under the Second Tranche Offering, respectivelye Blbscription Agreement is expected to contaimpragmother things, representatic
warranties, covenants and indemnities of the Capmr in favour of the lead subscriber includinga(icovenant to not issue any securitie
the Corporation or its subsidiaries (subject tatatercustomary exceptions) from the date of thigspectus supplement until the late
March 30, 2014 and 90 days following the closinghef Second Tranche Offering and (ii) for a pewbd2 months following the closing of 1
Offering, to provide the lead subscriber with thgportunity (subject to certain exceptions) to m#ptte in any subsequent offering of
Corporation’s equity securities (including Commdra&s, convertible securities, preferred shargaiarhase rights) or debt securities.

The lead subscribes’obligation to purchase the Debentures and S2i@sbentures and the Series 2 Warrants is expéextes subject 1
certain conditions including, with respect to tree@nd Tranche Offering:

. no Equity Conditions Failure having occurred;

. no material adverse change prior to the date airdpof the Second Tranche Offering;

. the receipt by the Corporation of all required datary and third party consents and approvals

. receipt of the Shareholder Approval;

. approval of the TSX or the NYSE MKT to list the Comon Shares issuable upon the conversion of the ribetes;

. the quotient of (a) the sum of the aggregate déilar trading volume (as reported on Bloombergjhaf Common Shares on e
trading day over the 15 consecutive trading dayopeending on the trading day immediately preceding Second Tranc
Offering closing date, divided by (b) 15, is nosdethan US$1,000,000 (as adjusted for any shaits,sghare dividends, shi
combinations, recapitalizations or other similangactions); an

. certain other conditions.

The lead subscriber is expected to have the rigitrminate its obligations under the Subscrip#gmeement in the event the Offer
has not been completed within five days of the dageSubscription Agreement is signed and, in #eeof its obligations in connection w
the Second Tranche Offering, in the event the Seedoanche Offering has not occurred prior to Mad6h 2014. If the Offering does not cli
during such fiveday period the Corporation would have no obligatmeomplete the Second Tranche Offering. Therebeano assurance tl
any Subscription Agreement will be entered intoagthe terms thereof. See “Risk Factors — Riskat&eto the Liquidity of the Corporation”.
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Description of Warrants

The Warrants issued under the Offering will notdudbject to a warrant indenture. Holders of Warraftsuld review their Warra
certificate (“Warrant Certificate ") for a complete description of the terms and coodgiapplicable to the Warrants. The following isriet
summary of the material terms of the Warrants arglibject in all respects to the provisions coetin the Warrant Certificates.

Issue of the Warrants

Each Warrant will allow the holder of the Warraotpurchase one Common Share for the Warrant ExeRyise. The Corporation d¢
not intend to list the Warrants on the TSX, NYSE MKr any other national securities exchange oerotfationally recognized trading syst
The Corporation will issue, and holders will reeeicertificates evidencing the Warrants.

Exercise of the Warrants

The Warrant Shares to be issued upon exercise efWhrrants will be subject to Shareholder Approaila special meeting
shareholders following closing of the Offering. Shareholders do not approve the issue of the WaBhares, the Warrants will not
exercisable for any securities or other propertthefCorporation. If Shareholder Approval is notadted the Warrants will expire.

Provided the Shareholder Approval is obtained, Wezrrants may be exercised on any day on or afeerStmareholder Approval, a
ending on the date that is the third anniversarthefShareholder Approval {Warrant Expiration Date ”). The Warrants will be exercisat
at the option of each holder, in whole or in partbesentation of a duly executed exercise noti¢hin one trading day following the exerc
of a Warrant, the holder shall deliver paymenth® €orporation of an amount equal to the Exercigmn effect on the date of such exer
multiplied by the number of Warrant Shares as tactvithe Warrant was so exercised. A Warrant holddérnot be able to exercise a
Warrants if, as a result of such exercise, the dro(tbgether with its affiliates) would beneficialbwn in excess of 9.9% of the numbe
Common Shares outstanding immediately after gieiffigct to the exercise, as such percentage owmeiskietermined in accordance with
terms of the Warrants.

The Warrant Certificates will provide for adjustnhém the number of Warrant Shares issuable uporeteecise of the Warrants anc
the Warrant Exercise Price upon the occurrencedin events, including where the Corporation:

. pays a stock dividend on one or more classes dh&s outstanding shares of common stock or otlserwiakes a distribution
any class of capital stock that is payable in shafeommon stoct

. subdivides (by any stock split, stock dividend,atalization or otherwise) one or more classegsothen outstanding shares
common stock into a larger number of share!

. combines (by combination, reverse stock split beowise) one or more classes of its then outstgnsliares of common stock i
a smaller number of share

Anti-Dilution

Provided the Shareholder Approval is obtainedhéf €orporation issues or sells, or is deemed te F®ued or sold, any Common Sh
(including the issuance or sale of Common Sharesedver held by or for the account of the Corporatlut excluding any Excluded Securi
issued or sold or deemed to have been issued @y femla consideration per share (thBléw Issuance Pric€) less than a price equal to
Warrant Exercise Price in effect immediately priorsuch issuance or sale or deemed issuance ofssalle Warrant Exercise Price thel
effect is referred to as theApplicable Price ") (the foregoing a “Dilutive Issuance”), then immediately after such Dilutive Issuance,
Warrant Exercise Price then in effect shall be ceduto an amount equal to the New Issuance PrimealF purposes of the foregoing,
following shall be applicable:

(i) If the Corporation in any manner grants or sellg aptions and the lowest price per share for wiise Common Share is issue
upon the exercise of any such option or upon caiwey exercise or exchange of any convertible sgesiissuable upon exercise
any such option is less than the Applicable Priben such Common Share shall be deemed to be mditstgand to have be
issued and sold by the Corporation at the timéefgranting or sal
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of such option for such price per share. Tleeést price per share for which one Common Shauigsuable upon the exercis¢
any such options or upon conversion, exercise chaxge of any convertible securities issuable upa@rcise of any such option”
shall be equal to (1) the lower of (x) the sum loé lowest amounts of consideration (if any) recgive receivable by tt
Corporation with respect to any one Common Shaom dipe granting or sale of such option, upon egerof such option and ug
conversion, exercise or exchange of any convertibtaurity issuable upon exercise of such option(shthe lowest exercise pri
set forth in such option for which one Common Sharigsuable upon the exercise of any such optongon conversion, exerc
or exchange of any convertible securities issuaptin exercise of any such option minus (2) the etiall amounts paid or payal
to the holder of such option (or any other peragmn the granting or sale of such option, upon @sgerof such option and ug
conversion, exercise or exchange of any converskeleurity issuable upon exercise of such optiors phe value of any oth
consideration received or receivable by, or benefinferred on, the holder of such option (or anlgeotperson). Except
contemplated below, no further adjustment of theMdfd Exercise Price shall be made upon the aédgahnce of such Comm
Shares or of such convertible securities upon xeecése of such options or upon the actual issuafhceich Common Shares uj
conversion, exercise or exchange of such conversibturities

(i) If the Corporation in any manner issues or sellg @mvertible securities and the lowest price gars for which one Comm
Share is issuable upon the conversion, exercisxarange thereof is less than the Applicable Ptie) such Common Share s
be deemed to be outstanding and to have been isswkdold by the Corporation at the time of theiasse or sale of su
convertible securities for such price per sharee Tlowest price per share for which one Common Sharessuable upon t
conversion, exercise or exchange therestfall be equal to (1) the lower of (x) the sum leé towest amounts of consideratior
any) received or receivable by the Corporation wéhpect to one Common Share upon the issuanceleros the convertib
security and upon conversion, exercise or exchangeach convertible security and (y) the lowestwasion price set forth in su
convertible security for which one Common Sharisssiable upon conversion, exercise or exchangedherinus (2) the sum of
amounts paid or payable to the holder of such atitle security (or any other person) upon theasme or sale of such converti
security plus the value of any other considerat@geived or receivable by, or benefit conferredtbe, holder of such convertil
security (or any other person). Except as conteteglaelow, no further adjustment of the Warrantreise Price shall be ma
upon the actual issuance of such Common Shares agrorersion, exercise or exchange of such conVersiécurities, and if al
such issue or sale of such convertible securisiesdde upon exercise of any options for which adfjest of the Warrants has b
or is to be made, except as contemplated beloviymioer adjustment of the Warrant Exercise Pricaldie made by reason of si
issue or sale

If the purchase or exercise price provided for iy aptions, the additional consideration, if angyable upon the issue, convers
exercise or exchange of any convertible securitigsthe rate at which any convertible securities eonvertible into or exercisable
exchangeable for Common Shares increases or desrehsany time, the Warrant Exercise Price in eféecthe time of such increase
decrease shall be adjusted to the Warrant Exeleise which would have been in effect at such tiraé such options or convertible secur
provided for such increased or decreased purchés® pdditional consideration or increased or éased conversion rate, as the case m:
at the time initially granted, issued or sold.Hétterms of any option or convertible security tlias outstanding as of the date of issuance 1
Warrant are increased or decreased in the manseribled in the immediately preceding sentence, sueh option or convertible security i
the Common Shares deemed issuable upon exercisgersmn or exchange thereof shall be deemed te haen issued as of the date of
increase or decrease. No adjustment shall be mhadeh adjustment would result in an increase eMfarrant Exercise Price then in effect.

In the case of the issue of Series 2 Warrants an@sS2 Debentures, the Warrant Exercise Pricebeilteduced to equal the Serie
Warrant exercise price, if the Series 2 Warrant@se price is less than the Warrant Exercise Price

Cashless Exercise

If at the time of exercise of any Warrant the Cogbion’s registration statement is not effective (or thespectus contained therein is
available for use) for the issuance by the Corpamato the holder of Warrant Shares, then the hrolday, in its sole discretion, exerc
Warrants in whole or in part and, in lieu of makihg cash payment otherwise contemplated to be toeatliee Corporation upon such exer
in payment of the aggregate Warrant Exercise PeteGt instead to receive upon such exercise thet NMumber”of Common Shart
determined according to the following formula (&4shless Exercisé):

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

S-40



Table of Contents

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

B= as applicable: (i) the closing sale price of @@mmon Shares on the trading day immediately piiagehe date of the applical
exercise notice, (ii) the bid price of the Commdrates as of the time of the holdegxecution of the applicable exercise noti
such Exercise Notice is executed during “reguladitig hours™on a trading day and is delivered within two (2uisthereafter «
(iii) the closing sale price of the Common Sharedhe date of the applicable exercise notice ifdhte of such exercise notice
trading day and such exercise notice is both erecahd delivered pursuant to the Warrant Certéicdter the close ofrégula
trading hours” on such trading day.

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

Fundamental Transaction

Prior to the consummation of a Fundamental Tramsagursuant to which holders of Common Shareseatitled to receive securitit
cash, assets or other property with respect to @xchange for Common Shares, being a CorporatatEthee Corporation and the succe
entity (including its parent) shall make appropgiptovision to ensure that a holder of Warrant$ théreafter have the right to receive upo
exercise of a Warrant at any time after the consatium of the applicable Fundamental Transactionpbiorr to the Warrant Expiration Date,
lieu of Common Shares (or other securities, caséeta or other property) issuable upon the exeofilee Warrant prior to such Fundame
Transaction, such shares of stock, securities,, @ssiets or any other property whatsoever (inctudiarrants or other purchase or subscri
rights) which the holder would have been entitleddceive upon the happening of the applicable &omahtal Transaction had its Warr:
been exercised immediately prior to the applic&ledamental Transaction.

Warrant Rights

Except as otherwise provided in the Warrant Cesgté or by virtue of such holderownership of Common Shares, the holders ¢
Warrants do not have the rights or privileges dflbs of Common Shares, including any voting rightsil they exercise their Warrants. -
Warrants also carry purchase rights substantiatiylar to those contained in the Indenture, adah in the first paragraph undebéscriptior
of the Debentures — Rights upon Issuance of PuecRaghts and Other Corporate Events”.

Mandatory Exercise

If at any time after the eighteen (18) month anrsaey of the date of Shareholder Approval (tHdé&ndatory Exercise Eligibility Date
"), (i) the daily VWAP of the Common Shares is equabtareater than $1.303 per share (as adjusteddok splits, stock combinations &
the like occurring from and after the date of isme (the “Trigger Price ") for a period of ten (10) consecutive trading dagitofing the
Mandatory Exercise Eligibility Date (the ten (1@nsecutive trading days on which the conditionhiis tlause (i) is satisfied are referre:
herein as the Mandatory Exercise Measuring Period”), (ii) the aggregate dollar trading volume (as repbde Bloomberg) of the Comm
Shares on the TSX plus the NYSE MKT for each trgdlay during the Mandatory Exercise Measuring Rleexceeds $5.5 million per trad
day (as adjusted for stock splits, stock combimatiand the like occurring from and after the ddtessuance) and (iii) no Equity Conditic
Failure shall have occurred, then the Corporatiail $iave the right to require the holder to ex&dall, but not less than all, of the Warrant:
all of the then-remaining Warrant Shares (ddndatory Exercise”). The Corporation may exercise its right to requirandatory Exercise «
one occasion by delivering (provided that all of ttonditions set forth in clauses (i) through @ijove are then satisfied), on the first tra
day immediately following the end of the Mandatdtyercise Measuring Period, a written notice thetteothe holder (the ‘Mandatory
Exercise Notice” and the date the holder receives such noticefisrred to as the Mandatory Exercise Notice Date”). The Mandator
Exercise Notice shall be irrevocable. If (1) anyilg&WAP of a Common Share is less than the TrigBece on any day during the per
commencing on the Mandatory Exercise Notice Dateaarding on the trading day immediately precediegMandatory Exercise Date; (Il)
aggregate dollar trading volume (as reported omiloerg) of the Common Shares on the TSX plus th8 NMIKT on any trading day duri
the period commencing on the Mandatory Exerciséddddate and ending on the trading day immedigtedceding the Mandatory Exerc
Date is less than $5.5 million (as adjusted foclstplits, stock combinations and the like occyrirom and after the date of issuance); or
an Equity Conditions Failure occurs on any day miyithe period commencing on the Mandatory Exerbiedce Date and ending on -
Mandatory
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Exercise Date which has not been waived in wribgghe holders, then, in either case, the Manddigrcise Notice delivered to the holc
shall be null and voidb initio and the Mandatory Exercise shall not occur. If@oeporation elects to cause a Mandatory Exercige\Wfarran
then it must simultaneously take the same actidh mispect to all of the other Warrants.

Amendment and Waiver

The provisions of the Warrants may be amended witly the written consent of the Corporation andheatthe Required Holders. A
amendment shall be binding upon the holder andCibmooration, provided that no such amendment dbmleffective to the extent tha
(1) applies to less than all of the holders ofVdlirrants, (2) imposes any obligation or liability the holder without the holderprior writter
consent (which may be granted or withheld in thiléws sole discretion), (3) applies to the Maxim&arcentage without the holdempriol
written consent (which may be granted or withheldhie holders sole discretion) or (4) applies retroactivelycépt as otherwise expressly
forth in the Warrant Certificate, no waiver shadl bffective unless it is in writing and signed by authorized representative of the wai
party, provided that the Required Holders (in aingi signed by all of the Required Holders) mayweahny provision of the Warrants, and
such waiver of any provision of the Warrants shallbinding on all of the holders, provided thatsach waiver will be effective to the ext
that it (1) applies to less than all holders of Yeats (unless a party gives a waiver as to itself)o (2) applies to the Maximum Percent
without the holder’s prior written consent (whictaynbe granted or withheld in the holdesole discretion) or (3) imposes any obligatio
liability on the holder without the holder’s priauritten consent (which may be granted or withhelthie holder’s sole discretion).

Calculations in respect of the Warrants

The Corporation is responsible for making all ckdtions called for under the Warrants. The Corponawvill make all these calculatio
in good faith. In the case of any dispute relatmghe Warrants, if the Required Holders and thepGation are unable to resolve such dis
in a timely manner, then the Required Holders &edQorporation may jointly select an independespiutable investment bank or accoun
firm, as applicable, to resolve such dispute. ThepGration and the Required Holders shall caush su@stment bank or accounting firm
applicable, to determine the resolution of suclpulis and notify the Corporation and the Requireddels of such resolution. The fees
expenses of such investment bank or accounting fismapplicable, shall be borne solely by the Cafpan, and such investment basidl
accounting firm’s, as applicable, resolution oftsdispute shall be final and binding upon the partibsent manifest error.

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

DESCRIPTION OF COMMON SHARES

The authorized share capital of the Corporatiorsiste of an unlimited number of Common Shares. A3aouary 24, 2014, there w
197,584,334 Common Shares issued and outstanding.

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

There are no premptive or conversion rights that attach to the @am Shares other than pursuant to the Subscrigtgneemer
described above. All Common Shares now outstandimjto be outstanding are, or will be when issfigt); paid and norassessable, whi
means the holders of such Common Shares will haigetpe purchase price in full and the Corporatannot ask them to pay additional fur

The Corporation’s by-laws provide for certain riglof its shareholders in accordance with the prongsof the CBCA. Such baws ma
be amended either by a majority vote of the shddehs or by a majority vote of the board of direstoAny amendment of the bgws by
action of the board of directors must be submittethe next meeting of the shareholders whereuperytaw amendment must be confirn
as amended by a majority vote of the shareholdetiagy on such matter. If the by-law amendment jeated by the shareholders, the lay
ceases to be effective and no subsequent
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resolution of the board of directors to amend davwy-having substantially the same purpose or eBball be effective until it is confirmed
confirmed as amended by the shareholders.

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

On March 22, 2011, the Corporation’s board of doex authorized the issuance of one Common Shaxhase right (a ‘Right ") in
respect of each outstanding Common Share. Theipsorand terms of the Rights are set forth in 8tereholder Rights Plan Agreem
dated as of March 22, 2011, between the CorporatmhComputershare Investor Services Inc., assriggient.

PRICE RANGE AND TRADING VOLUME

The Common Shares are listed for trading on the RIXET and the TSX under the trading symbols “PAlida“PDL”", respectively
The following table sets out the reported high &wl closing prices and trading volume of the Comn&rares on the NYSE MKT and
TSX (as reported by Quotemedia) for the periodicatdd:

NYSE MKT TSX

High Low Volume High Low Volume

(US$) (US$) ($) ($)
2014
January (1 to 24 0.9¢ 0.5¢ 74,533,42 1.0 0.5¢ 11,668,05
2013
Decembe 0.8z 0.37 72,737,41 0.8¢ 0.4C 5,393,97.
Novembel 0.8¢ 0.44¢ 48,237,88 0.9 0.4f 5,435,37!
October 1.0 0.8¢ 17,872,15 1.0 0.8¢ 1,928,23!
Septembe 1.0t 0.94 18,883,955 1.0¢ 0.9¢ 1,348,54
August 127 1.0C 31,977,48 1.3C 1.0t 2,754,96!
July 1.2 1.01 29,789,02 1.2¢ 1.0¢ 2,014,99
June 1.3¢ 0.91 29,787,18 1.3¢ 0.9t 6,154,72!
May 1.3¢ 0.9¢ 52,214,35 1.4C 0.9¢ 6,895,19I
April 1.7¢ 1.3z 49,709,21 1.7¢ 1.3t 7,379,50!
March 1.6 1.31 28,49518 1.6 1.3¢ 3,317,47.
February 1.9¢ 1.3t 54,224,77 197 1.3€ 9,310,401
January 1.8 1.3t 58,969,88 1.81 1.3¢2 8,453,29

On January 24, 2014, the closing price of the Com®bares on the NYSE MKT was US$0.65 and the dopiice of the Commc
Shares on the TSX was $0.74.

The Corporation’s 2012 Convertible Debentures @ted for trading on the TSX under the trading sgmtPDL.DB”. The 201:
Convertible Debentures commenced trading on the 38duly 31, 2012. On January 27, 2014, the clognige per $100 principal amount
the 2012 Convertible Debentures on the TSX was@63The following table sets out the reported hégid low closing prices and trad
volume of the Debentures on the TSX (as reporte@ibytemedia) for the periods indicated:

TSX
High Low Volume
(%) (%)

2014

January (1to 24 64.0C 41.0C 1,273,00!
2013

Decembe 46.9( 37.0¢t 1,638,00!
Novembel 68.0( 38.8¢ 1,264,00!
October 70.9¢ 66.5( 1,107,00!
Septembe 69.0C  67.01 437,00(
August 70.0(C 65.0( 664,00(
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July
June
May
April
March
February
January

DIVIDEND POLICY

69.2(
71.4¢
84.0(
91.5(
91.9¢
95.5(
96.1(

59.0(
62.1¢
63.0(
83.0(
84.51
88.0(
78.0(

1,394,00!
12,027,00
3,491,001
1,689,001
683,00(
4,991,00!
1,428,00!

It is not anticipated that the Corporation will payy dividends on its Common Shares in the neardufThe actual timing, payment ¢
amount of any dividends will be determined by thergorations board of directors from time to time based umonpng other things, t
Corporations cash flow, results of operations and financialdition, the need for funds to finance ongoing atiens and such other busin
considerations as the board of directors may censilevant. As of the date of this prospectus Eupent, the Corporation has never paid
dividends on the Common Shares.

PRIOR SALES

During the twelve month period prior to the datdto$ prospectus supplement, the Corporation isthedollowing Common Shares ¢
securities convertible into Common Shares:

Number of Securities

474,409 Common Sharés
328,549 Common Shar®
673,387 Stock Optior®
600,000 Stock Optior®
200,000 Stock Optior®
8,590,328 Common Shar®
379,470 Common Shar®
8,668,009 Common Shar®
574,738 Common Shar®
203,800 Common Shar®
1,000,000 Stock Optior
282,626 Common Shar®
709,220 Common Shar®)
245,351 Common Shar®

Issued on a flo-through basis by way of private placem
Issued upon the exercise of 13,000 palladium wgsr

Date of Issue
January 20, 201
November 4, 201
October 1, 201:
October 1, 201:
August 12, 201.
July 23, 201:
July 19, 201:
June 19, 201
June 18, 201
May 22, 201:
May 10, 201z
April 18, 2013
March 8, 201:
February 4, 201

Price per Security/
Exercise Price per Securit

$0.69
$1.00
$1.00
$1.00
$1.22

$1.1641

$1.00
$1.155
$1.11
$1.47
$1.14
$1.45
$1.41
$1.24

Issued as consideration for services provided byQbrporatio’s financial advisor in connection with the saldéhef Corporatio’s Quebe-based gold divisior

Issued as compensation in connection with the Gatjwo’s employee RRSP pla

Issued in satisfaction of certain obligatiomsler the Sale and Purchase Agreement dated O&ab2008 between IAMGOLIRuébec Management Inc. and Cadiscor Resource

a predecessor of NAP Queb

Issued as employment inducements in connectiontivtfappointment of new officers of the Corporat

Issued in accordance with the incentive progrante®fCorporation
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CONSOLIDATED CAPITALIZATION

The changes in the Corporatisntonsolidated capitalization on a preliminary amdhudited basis and subject to change, bas
information currently available to the Corporatias at the date of this prospectus supplement sseggember 30, 2013, the date of
Corporation’s unaudited interim consolidated finahstatements for the three and nmenth periods ended September 30, 2013, &
follows:

. Total longterm debt increased by approximately $40.3 milksra result of: (i) additional borrowings under Breokfield Debt ol
November 29, 2013 and the retroactive applicatfah® 19% interest rate to June 7, 2013 resultingni aggregate of approximal
US$172.6 million principal outstanding under th@roas at December 31, 2013 consisting of: US$148lidon of loans an
capitalized commitment fees; US$15.6 million of red and capitalized interest; and US$8.1 milliéra @apitalized amendme
fee and (ii) borrowings under the Credit Facilitgcdeased by approximately $5.3 million due to reparyts associated witt
decrease in the associated borrowing t

. Total shareholders’ equity is expected to decraaseresult of net losses for the three month genmled December 31, 2013.

. Debt will be increased by all, or substantially, aflthe principal amount of the Debentures.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Stikeman Elliott LLP, counsel fitre Corporation, and Davies Ward Phillips & Vinab&LP, counsel for the Agen
the following is, as of the date of this prospecupplement, a summary of the principal Canadideréd income tax considerations pursua
the Tax Act generally applicable to the holding alsposition of Debentures, Warrants and Commornreshacquired under the terms of
Debentures (including in connection with a Make-\léhdmount or payments of interest) or pursuanhmexercise of Warrants (nderlying
Shares™) by a purchaser who acquires a beneficial inteieshe Debentures and Warrants pursuant to tlfiisri@g (a “ Holder ”). This
summary is applicable to a Holder who, for the pggs of the Tax Act and at all relevant timesdéals at arns length with and is n
affiliated with the Corporation and the Agents) fiolds the Debentures and Warrants, and will tieédUnderlying Shares, as capital propt
and (iii) has not and will not enter into a “detiive forward agreement’ag defined in the Tax Act) in respect of the Debm¥, Warrants
Underlying Shares. The Debentures, Warrants anctlidg Shares generally should be considered tcapéal property to a Holder provic
that the Holder does not hold such Debentures, &Mtsror Underlying Shares in the course of carrging business and has not acquired
in one or more transactions considered to be aardadke or concern in the nature of trade.

This summary is based on the current provisionth®fTax Act, all specific proposals to amend thg Aat publicly announced by or
behalf of the Minister of Finance (Canada) prioithe date hereof (Tax Proposals”), and counseb understanding of the current publis
administrative policies and practices of the CRAisTsummary assumes the Tax Proposals will be edactthe form proposed, however,
assurance can be given that the Tax Proposalb&idinacted in the form proposed, or at all. Exémpthe Tax Proposals, this summary ¢
not take into account or anticipate any changédavin whether by legislative, governmental or judi@ction, nor does it take into account o
federal or any provincial, territorial or foreigncome tax legislation or considerations, which rdifer significantly from those discuss
herein.

This summary is not exhaustive of all possible Camtan federal income tax considerations applicableot an investment ir
Debentures, Warrants or Underlying Shares. Moreoverthe income and other tax consequences of acquignholding or disposing o
Debentures, Warrants and Underlying Shares will vay depending on a prospective investos’ particular circumstances. Accordingly
this summary is of a general nature only and is notntended to be, nor should it be construed to bdegal or tax advice to an
prospective investor. Consequently, prospective i@stors should consult their own tax advisors for adce with respect to the income ta
consequences of an investment in Debentures, Warrgnand Underlying Shares, based on their particulacircumstances.

Allocation of Purchase Price

A Holder who acquires Debentures and Warrants pumtsto this Offering will be required to allocateetpurchase price paid for
Debentures and Warrants Purchase Price”) on a reasonable basis to determine their respentis®s to such Holder for the purposes o
Tax Act. The Corporation has advised counsel fioatCanadian tax purposes, the Corporation withadte $999.99 of the Purchase Pric
each Debenture and $0.01 of the Purchase PricctoWarrant
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and believes that such allocation is reasonable.ddrporation’s allocation, however, is not bindorgthe CRA or on a Holder.

Residents of Canada

This portion of the summary is applicable to a Hold/ho for the purposes of the Tax Act and atelBvant times, is or is deemed tc
resident in Canada (aResident Holder").

Certain Resident Holders who might not otherwisedmsidered to hold their Debentures or Underl\shgres as capital property may
entitled to make the irrevocable election permitigdsubsection 39(4) of the Tax Act to have thedbBntures, Underlying Shares and e
other “Canadian security’aé defined in the Tax Act) owned or subsequentiuimed by them treated as capital property. Thetiele unde
subsection 39(4) of the Tax Act does not apply taridhts. Resident Holders should consult their taxnadvisors prior to making such
election regarding their particular circumstances.

This summary is not applicable to a Resident Hol@gthat is a “financial institution”ds defined in the Tax Act for the purposes o
mark-to-market rules); (ii) that is a “specifieddincial institution” (as defined in the Tax Actjjj)(an interest in which would be d&x shelte
investment” &s defined in the Tax Act); or (iv) whose functiboarrency for the purposes of the Tax Act is therency of a country other th
Canada. Any such Resident Holder should consulivits tax advisor with respect to an investment gb&ntures, Warrants and Underly
Shares.

Taxation of Holders of Warrants
Exercise of Warrants

No gain or loss will be realized by a Resident Holdpon the exercise of a Warrant. When a Warsaakércised, the Resident Holder’
cost of the Underlying Share acquired thereby héllequal to the adjusted cost base of the Warsasitich Resident Holder, plus the ami
paid on the exercise of the Warrant. For the puedsomputing the adjusted cost base to a Reskdigider of each Underlying Share acqu
on the exercise of a Warrant, the cost of such Wyidg Share must be averaged with the adjustetitzase to such Resident Holder of all o
Common Shares (if any) held by the Resident Hodderapital property immediately prior to the exsgmf the Warrant.

Disposition or Expiry of Warrants

A Resident Holder who disposes, or is deemed te liésposed, of a Warrant (otherwise than on theceseethereof) will realize a capi
gain (or a capital loss) equal to the amount byctvltihe proceeds of disposition in respect of theréve exceed (or are less than) the aggr
of the Resident Holdes’adjusted cost base of such Warrant and any rallsocosts of disposition. In the event of the gxpf an unexercise
Warrant, the Resident Holder will realize a capitsls equal to the Resident Holdeddjusted cost base of such Warrant immediatédy fn
the expiry time. Such capital gain (or capital Josdl be subject to the tax treatment describeldlWwainder “Residents of CanadaFaxation o
Holders of Underlying Share— Capital Gains and Capital Lossés

Taxation of Holders of Debentures
Interest on Debentures

A Resident Holder of Debentures that is a corporatpartnership, unit trust or any trust of whiclt@poration or a partnership i
beneficiary will be required to include in compuirts income for a taxation year any interest (idahg Late Charges) on the Debentt
(i) that accrues or that is deemed to accrue ti tihe end of the particular taxation year; ortfiat has become receivable by or is receive
the Resident Holder before the end of that taxatimsr, except to the extent that such interestin@sded in computing the Resident Holder’
income for a preceding taxation year.

Any other Resident Holder of Debentures (includargindividual, other than certain trusts) will keguired to include in computi
income for a taxation year all interest (includingte Charges) on the Debentures that is receivedamivable by the Resident Holder in
taxation year (depending upon the method regufallgwed by the Resident Holder in computing inconexcept to the extent that the inte
was included in the Resident Holder's income fpreceding taxation year.

Where the Corporation satisfies the interest hyitgsCommon Shares, the cost of the Common Sharasauired
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by the Resident Holder should be equal to therfairket value of such shares. Generally the adjuststibase to a Resident Holder of ¢
Common Shares will be determined by averaging tfs¢ af such shares with the adjusted cost basayobther Common Shares owned by
Resident Holder as capital property at such timéweW the fair market value of the Common Sharesived by a Resident Holder
satisfaction of the Corporatiam’obligation to pay interest on a Debenture is thas amount included in income by the Residentdeioir
respect of that interest on the Debenture for @ipus taxation year, the amount of the differenayrgenerally be deducted by the Resi
Holder in computing its income for taxation yeamihich the Resident Holder disposes of the Debergubject to the detailed rules conta
in the Tax Act in that regard.

It is likely that the portion of the Purchase Pribat is allocated by the Resident Holder to a Dalre will be less than the face valus
the Debenture. If the allocation is nominal, suchoant may increase a Resident Holdetapital gain (or reduce its capital loss) on
disposition of the Debenture, including on repaytesdemption or conversion (except a conversionhich the Qualifying Conversion Ru
(as defined below) apply). Alternatively, the Resitd Holder may be required to include in its incorae additional amount equal to
difference between the portion of the PurchasesRiilocated to the Debenture and its face amoubis¢ount”) either in one or more taxati
years in which the Discount accrues or in a taxatiear in which the Discount is received or reckigeby the Resident HoldeResiden
Holders should consult their own tax advisors in tfs regard.

Upon a conversion, redemption, repayment at mgtwitother transfer of a Debenture, interest aadthereon to the date of convers
redemption, repayment or transfer and that wouletrotise be payable after that date will be include@omputing the Resident Holder’
income, except to the extent such amount was iediil computing the Resident Holder’s income fait thr a previous taxation year.

In the event that a premium is paid to a Residenitiét of Debentures upon repayment of the prinagpdhe Debentures, the fair mar
value of such premium will generally be deemed ¢airtierest received at that time by such Residadet if such premium is paid by 1
Corporation because of the repayment by it to tesident Holder of Debentures before their matuaitg to the extent that such premium
reasonably be considered to relate to, and doesxuagted the value at that time of, the interedt wwuld have been paid or payable by
Corporation on the Debentures for taxation yeathefCorporation ending after that time. Howevkis tule does not apply to a payment
can reasonably be expected to apply in respetteouibstitution or conversion of a debt obligatio@a share. Consequently there is uncert
about the proper characterization for income tappses of any Mak&/hole Amount paid on conversion of a Debenture. piteenium and tt
MakeWhole Amount paid by the Corporation on purchasa Bebenture pursuant to a Debenture Offer mayebendd to be interest purst
to this provisionResident Holders should consult their own tax advigs in this regard .

A Resident Holder that is throughout the year arf&han-controlled private corporatioré defined in the Tax Act) may be liable to
an additional refundable tax at a rate ¥ 6 / %enain investment income, including interest ineom

Exercise of the Conversion Privilege

The Tax Act contains rules which, in general terpemit a holder of a debt obligation that confemsthe holder the right to convert
debt obligation into shares of the issuing corporato effect the conversion on a tax-deferred ©&siQualifying Conversion Rules™).
Specifically under the Qualifying Conversion Rulpspvided that: (i) the debt obligation is heldcapital property, and (ii) no considerai
other than the shares of the issuing corporatiahttie holder was entitled to receive pursuanhéoholders conversion right is received for
debt obligation on the conversion (other than adeivered in lieu of fractional shares), the holdélt be deemed not to have disposed ol
debt obligation and, accordingly, would not realizeapital gain (or a capital loss) upon such cwsiwa. The aggregate cost to a holder o
shares acquired upon exercise a conversion righigtsubject to the Qualifying Conversion Rulesuldayenerally be equal to the adjusted
base to the holder of the converted debt obligatiomediately before the conversion, less the amotiany cash received in lieu of fractio
shares. Generally, the adjusted cost base to &thwldo receives shares on a conversion that isuty the Qualifying Conversion Rules
be determined by averaging the cost of such shaitbsthe adjusted cost base of any other idensbares owned by the holder as ca
property at such time.

Where on a conversion of a Debenture under itsséenf Conversion”) a Resident Holder receives a Makéiole Amount (whether
cash or Underlying Shares), it is unclear whetherQualifying Conversion Rules would apply to thenersion on the basis that the Make
Whole Amount could be considered additional corrsitlen for the Debenture. Moreover, where a M&eele Amount is considered to
received as additional consideration for the Delmentbut is satisfied in Common Shares, it is uarclghether the Common Shares wouli
considered received pursuant to the Resident
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Holder’s right to convert the Debenture. Similarly, whéne Corporation exercises the Mandatory ConversioMaturity Date Mandato
Conversion, it is unclear whether the Qualifyingh@ersion Rules would applirResident Holders should consult their own tax advig's as tc
the potential application of the Qualifying Converson Rules to a Conversion of Debentures held by slhdResident Holders.

Unless the Qualifying Conversion Rules apply, av@osion by a Resident Holder should generally téaud disposition by the Residi
Holder of the Debenture for the purposes of the Aak See “Residents of Canada — Taxation of Haldd#r Debentures Bisposition o
Debentures.”

Make-Whole Amount

The characterization of a Maki#hole Amount received by a Resident Holder on #heversion (including a mandatory conversion)
Debenture is uncertain. A Resident Holder may lgired to include the amount of any Maléiole Amount in its income in the taxation y
in which it is received or becomes receivaBesident Holders should consult their own tax advigs in this regard.

Notwithstanding the foregoing, where the Mak#ole Amount is considered to be received on theversion of a Debenture and
Qualifying Conversion Rules do not apply it may pessible for a Resident Holder to characterize Nteke\Whole Amount received
connection with the conversion of the Debenturdaaming part of the proceeds of disposition recdil®y the Resident Holder on si
conversion. Resident Holders should consult their own tax adsors in this regard. See: “Residents of CanadaTaxation of Holders «
Debentures — Exercise of Conversion Privilege”.

Where a MakéA’hole Amount is satisfied by the Corporation isgu®ommon Shares and the Qualifying Conversion Radesot apply
the amount of the Mak@/hole Amount, and the cost to the Holder of sucim@mwn Shares, should be the fair market value oCbmmol
Shares at the time they are so issued. Generhflyadjusted cost base to a Resident Holder of &echmon Shares will be determined
averaging the cost of such shares with the adjusistibase of any other Common Shares owned birés&lent Holder as capital propert
such time.

Disposition of Debentures

A disposition or deemed disposition of a Debentoyea Resident Holder, including a redemption, payta maturity, purchase 1
cancellation or conversion (other than in a tratisacto which the Qualifying Conversion Rules agplwill result in the Resident Holc
realizing a capital gain (or a capital loss) eqoahe amount by which the proceeds of dispositiat,of any amount otherwise required t
included in the Resident Holdsrincome, exceed (or are less than) the aggred@dbe @djusted cost base to the Resident Holdeedfien:
any reasonable costs of disposition. Such capit@ @r capital loss) will be subject to the tagatment described below undeReésidents
Canada — Taxation of Holders of Underlying Sharé&3apital Gains and Capital Lossés

If the Corporation pays any amount upon the, casigar(other than a transaction to which the Qual@yConversion Rules appl
purchase for cancellation or maturity of a Debemtly issuing Underlying Shares to the Resident efplthe Resident Holdex’proceeds 1
disposition of the Debenture will be equal to thi fnarket value, at the time of disposition of ihebenture, of the Underlying Shares and
other consideration so received (except considerateceived in satisfaction of any portion of swhount as is included in the Resic
Holder's income). The cost to the Resident Holder of thmelddlying Shares so received will be equal to thie farket value of su
Underlying Shares. Generally, the adjusted cost bas Resident Holder of Underlying Shares attang will be determined by averaging
cost of such Underlying Shares with the adjustest base of any other Common Shares owned by thieldtedHolder as capital property
such time.

Upon a disposition or deemed disposition of a Dalren interest accrued thereon to the date of dispo and not yet due will |
included in computing the income of the Residenitddoas described above unddrésidents of CanadaTaxation of Holders of Debentul
— Interest on Debentures except to the extent such amount was otherwiskided in the Resident Holderincome, and will be excluded
computing the Resident Holder’s proceeds of digjprsbf the Debenture described below und&esidents of CanadaTaxation of Holdet
of Underlying Shares — Capital Gains and Capitabtes'.

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

Such dividends received by a Resident Holder thaniindividual (including most trusts) will be gedt to the grossip and dividend te
credit rules in the Tax Act normally applicablediwidends received from taxable Canadian corpanatiitncluding the enhanced grags-anc
dividend tax credit in respect of dividends destgdaby the Corporation as “eligible dividendst’here may be limitations on the ability of
Corporation to designate dividends as “eligibldatwnds.”

A Resident Holder that is a corporation is requitedhclude such dividends in computing its incoamel generally should be entitlec
deduct the amount of such dividends in computirgg téxable income. A Resident Holder that is a ‘giévcorporation” or Subjec
corporation” (as such terms are defined in the Aa® may be liable under Part IV of the Tax Actgay a refundable tax of 38 3/ of
dividends received or deemed to be received orUtiderlying Shares to the extent such dividendsdaductible in computing the Resid
Holder’s taxable income.

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

Disposition of Underlying Shares

A disposition or a deemed disposition of an UndagyShare by a Resident Holder will generally reguthe Resident Holder realizin
capital gain (or capital loss) equal to the amduntvhich the proceeds of disposition of the UndedyShare, net of any reasonable cos
disposition, exceed (or are less than) the aggeegfahe adjusted cost base to the Resident Hotteediately before the disposition.

Capital Gains and Capital Losses

Generally, one half of any capital gain (dakable capital gain”) realized by a Resident Holder in a taxation yeareguired to b
included in the Resident Holder's income for thaaiy and one-half of any capital loss (aallbwable capital loss”) realized by a Reside
Holder in a taxation year is required to be dedilietgainst taxable capital gains realized by theédees Holder in that year. Allowable cap
losses in excess of taxable capital gains for tiqpdar taxation year generally may be carried backt deducted in any of the three prece
taxation years or carried forward and deductedhinsubsequent taxation year from net taxable dagéias realized in such years, to the e»
and under the circumstances described in the Téx Ac

If the Resident Holder is a corporation, any cadpitss realized on the disposition of an Underly8ftare may in certain circumstance
reduced by the amount of any dividends which haenlreceived or which are deemed to have beervesten the Underlying Share. Sim
rules may apply where a corporation is a membex pértnership or a beneficiary of a trust that ownslerlying Shares, whether directly
indirectly through another partnership or trust.

A Resident Holder that is throughout the year arf&han-controlled private corporatioréq defined in the Tax Act) may be liable to
an additional refundable tax at a rate cf 6 / %erain investment income, including taxable cdgiéans.

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

Holders Not Resident in Canada

The following portion of this summary applies téialder who, at all relevant times, for purposeshef Tax Act: (i) is neither resident 1
deemed to be resident in Canada; (ii) does notjsandt deemed to, use or hold the Debentures, aerior Underlying Shares in carrying «
business in Canada; (iii) is not a “specified shatéer” of the Corporation as defined in subsection 18{3he Tax Act or a person who d«
not deal at arns length with such a specified shareholder; (ivgnsitled to all payments of interest, principatlaany other amounts under
Debentures held by such Holder; and (v) dealsmatsalength with any transferee that is resident inddia for purposes of the Tax Act to wt
the holder disposes of a Debenture (Hdh-Resident Holder”). This discussion does not apply to an insurer whoiegsaon an insuran
business in Canada and elsewhere or an authooreidri bank (as defined in the Tax Act).

Exercise of Warrants
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A Non-Resident Holder will not be subject to Canadiaroine tax as a result of the exercise of a Warradtthe Canadian income 1
consequences of the exercise of a Warrant by aRé&sident Holder are generally the same as thosa Resident Holder. Se®ésidents ¢
Canada — Taxation of Holders of Warrants — Exerofd#&/arrants.”

Interest and Other Amounts on Debentures

A Non-Resident Holder will not be subject to Canadiarhtwtiding tax in respect of amounts paid or creditedeemed to have been |
or credited (including any accrued interest ongfars or assignments described below) by the Catjpor as, on account or in lieu of payn
of, or in satisfaction of, interest (including LaBharges) or principal on the Debentures or ingespf a MakéA/hole Amount except to tl
extent that all or any part of the interest onDebentures is “participating debt interegtar purposes of the Tax Act, participating debeiias
is generally interest that is paid on an obligatidrere all or any portion of such interest is cogéint or dependent on the use of, or produ
from, property in Canada or is computed by refeegincrevenue, profit, cash flow, commodity priceaay similar criterion.

As described above under the headiRjsk Factors — Canadian Non-Resident Withholding "Té# is unclear whether the Makéthole
Amount or the Excess will be characterized as giadting debt interest. If they are payments oroant of interest, the Maké/hole Amoun
or the Excess may be subject to Canadian withhglthr at the rate of 25% unless that rate is retlureler the provisions of an applice
income tax convention between Canada and the Neid&# Holder’s country of residence. For exampleere the NorResident Holder is
resident of the United States, who is entitlechio ltenefits under th@éanada — United States Income Tax Convention (1880mended US
Treaty "), and is the beneficial owner of the interest or degmterest, the rate of withholding tax may beucsdl to 15% or the interest n
be exempt from withholding tax. Sedisk Factors — Canadian Non-Resident Withholding.Ta

Counsel has been advised that the Corporation niaesitend to withhold any amounts from paymentsiento NonResident Holde
under the terms of the Debentures on account oian withholding taxes. There can be no assur#methe CRA will not assess -
Corporation or Non-Resident Holders on the basas tihe payments of interest, MaWéiole Amounts or the Excess are subject to Can
withholding tax and that such assessments wouldedaustaineddolders of Debentures who are not resident in Canadfor purposes o
the Tax Act should seek advice from their own tax@visors.

Exercise of the Conversion Privilege

A Non-Resident Holder will not be subject to tax under Tax Act on a Conversion provided that the QuialdyConversion Rules app
except to the extent that Canadian withholdingagaplies as described above und&ioh-Residents of Canaddnrterest and Other Amounts
Debentures”. If the Qualifying Conversion Rules do not applyCanversion of a Debenture will be a dispositiortted Debenture with tl
consequences described below. SBeSidents of Canada — Taxation of Holders of Dalyest— Exercise of Conversion Privilegand “ Non-
Residents of Canac— Disposition of Debentures or Underlying Share\ Non-Resident Holder for whom the Debentures are taxab
Canadian property should consult their own tax advsors.

Dividends on Underlying Shares

Where a NorResident Holder receives or is deemed to receid&zidend on Underlying Shares, the amount of suefdend will be
subject to Canadian withholding tax at the rat@%#b of the gross amount of the dividend unlesgateis reduced under the provisions c
applicable income tax convention between Canadatandlon-Resident Holder's country of residence. &ample, where the NdResider
Holder is a resident of the United States thani#tled to benefits under the US Treaty, and islibreficial owner of the dividends, the rat
Canadian withholding tax applicable to dividendseyally should be reduced to 15%.

Disposition of Debentures, Warrants or Underlyindh&es

A Non-Resident Holder will not be subject to taxdenthe Tax Act in respect of any capital gainieeal by such NorResident Holder ¢
a disposition or deemed disposition of a Debenfimeuding as a result of a redemption, paymentr@iurity, purchase for cancellation ¢
conversion to which the Qualifying Conversion Rutks not apply), a Warrant or an Underlying Sharéess such Debenture, Warran
Underlying Share (as applicable) constitutes “téx&anadian property” (as defined in the Tax Aotjite NonResident Holder at the time
disposition and the Non-Resident Holder is nottletito relief under an applicable income tax yeatconvention.
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Provided that the Underlying Shares are then listed “designated stock exchanga$ @defined in the Tax Act), which currently inclg
the TSX, the Debentures, Warrants and the Undeylgimares generally will not constitute taxable Ciera property of a NoiRResident Holde
unless, at any time during the 60-month period iciately preceding the disposition or deemed digjmosi (i) the NonResident Holde
persons with whom the Non-Resident Holder did nedlcht arm’s length, partnerships in which the NRmsident Holder or a person w
whom the Non-Resident Holder does not deal at @rlahgth holds a membership interest directly afirectly through one or ma
partnerships, or the NdResident Holder together with all such persons@artherships, owned 25% or more of the issued sharany clas
or series of the capital stock of the Corporatamg (ii) at such time, more than 50% of the fairkeavalue of the Common Shares was del
directly or indirectly from one or any combinatiofreal or immovable property situated in Canadandtlian resource properties (as defin
the Tax Act), timber resource properties (as defiimethe Tax Act) or options or interests in regpecany such property whether or not s
property exists. Notwithstanding the foregoingcéntain circumstances set out in the Tax Act, shestgich are not otherwise taxable Cana
property could be deemed to be taxable Canadigrepso

Non-Resident Holders who dispose of Debentures, Warrasitor Underlying Shares that are taxable Canadian mperty should
consult their own tax advisors with respect to theeonsequences of disposing such securities in thearticular circumstances, including
any obligation to file Canadian income tax returndn respect of such disposition.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS

The following discussion summarizes the anticipated. federal income tax consequences of the paestmvnership and dispositior
the Debentures, the Warrants, the Common ShareshanW/arrant Shares. It applies only to U.S. Had@s defined below) that acqt
Debentures and Warrants in this Offering at th&ahbffering price (disregarding sales to bond $wsj brokers or similar persons actin
underwriters, placement agents or wholesalers) loid such Debentures, Warrants or Common Sharé&arant Shares acquired uj
conversion of such Debentures or Warrants as ¢astets (generally, property held for investmamppses). This section does not app!
holders subject to special rules, including brokeesalers in securities or currencies, tradersegusties that elect to use a markrarke
method of accounting for securities holdings, éxempt organizations, insurance companies, bahkifistand other financial institutior
persons liable for alternative minimum tax, persthrag hold an interest in an entity that holdsBrebentures, the Warrants, the Common Si
or the Warrant Shares, persons that will own, dr lméve owned, directly, indirectly or constructiye10% or more (by vote or value) of -
Corporations equity, persons that hold the Debentures, therats, the Common Shares or the Warrant Sharesarsop a hedging
integration, conversion or constructive sale tratisa or a straddle, or persons whose functionakecey is not the U.S. dollar.

This discussion does not purport to be a complatdyais of all of the potential U.S. federal incota& considerations that may
relevant to U.S. Holders in light of their partiaulcircumstances. Further, it does not addressaapgct of foreign, state, local or estate ol
taxation or the 3.8% Medicare tax imposed on aemait investment income. Each prospective invedtould consult its own tax advisor a
the U.S. federal, state, local, foreign and angothx consequences of the purchase, ownershigiapdsition of the Debentures, the Warr
and the Common Shares. This discussion is basdkeoimternal Revenue Code of 1986, as amendedCibge”), its legislative history, U.!
Treasury Regulations, rulings by the U.S. IntefRallenue Service (“IRS”), published court decisiars] the Canaddnited States Incon
Tax Convention (1980) (the “Convention’dll as in effect as of the date hereof, and anyleich may be repealed, revoked or modi
(possibly with retroactive effect) so as to resnlt).S. federal income tax consequences diffenemh fthose discussed below. This summa
applicable to U.S. Holders who are residents ofUnéed States for purposes of the Convention ahd gualify for the full benefits of tl
Convention.

A “U.S. Holder”is a beneficial owner of the Debentures, the Wasrahe Common Shares or the Warrant Shares wha).f feder
income tax purposes, is a citizen or individuaidest of the United States, a corporation (or o#nmaity that is classified as a corporation
U.S. federal income tax purposes) that is createatganized in or under the laws of the United &air any State thereof or the Distric
Columbia, an estate whose income is subject to fdd&ral income tax regardless of its source, toust (i) if a U.S. court can exercise prim
supervision over the trustadministration and one or more U.S. personst®ezed to control all substantial decisionst trust, or (ii) the
validly elects to be treated as a U.S. person {&. féderal income tax purposes.

If a partnership or other pa#isrough entity holds the Debentures, the Warrahis,Common Shares or the Warrant Shares, the
federal income tax treatment of a partner, bereficior other stakeholder will generally dependtbe status of that person and the
treatment of the pass-through entity. A partneneffieiary, or other stakeholder in a pakssugh entity holding the Debentures, the Warr,
the Common Shares or the Warrant Shares shouldi¢@ssown tax
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advisor with regard to the U.S. federal incomettaatment of its investment in the Debentures an@on Shares.

Issue Price of a Debenture and the Warrants

Each Series 1 Security will be treated as an “itnaest unit” containing separate instruments for U.S. federeobnme tax purposes. T
issue price of such investment unit will be thetfgrice at which a substantial amount of investnugits are sold for money (disregarding s
to bond houses, brokers or similar persons actingnaerwriters, placement agents or wholesalets)h &sue price is then allocated betw
the Debenture and the Warrants that comprise sadksS1 Security based on their relative fair mavedues. The Corporation will notify t
Debenture Trustees of the issue price of the Sdri&ecurities and its allocation of the issue primed U.S. Holders may obtain s
information from the Debenture Trustees. Howeves, IRS will not be bound by the Corporatisgillocation of issue price for a Debenture
the Warrants, and therefore, the IRS or a U.S.tanay not respect the allocation set forth aboxaehBJ.S. Holder should consult its own
advisor regarding the allocation of its purchaseepfor the Debentures and the Warrants purchaséuki Offering. The holding period for
Debentures and the Warrants will begin on the digy the date of acquisition.

The Debentures
Classification of the Debentures

The tax characterization of an instrument, sucthasDebentures, as debt or equity for U.S. fedemme tax purposes is based or
facts and circumstances existing when the instranseissued. Based on the application of the appli law to the facts and circumstar
existing with respect to the Debentures, although rhatter is not free from doubt, the Corporatiotends to treat the Debentures as
interests for U.S. federal income tax purposes.cfdiogly, under the Code U.S. Holders are obligatetieat the Debentures as debt inte
for U.S. federal income tax purposes unless thdifjynitie IRS of an inconsistent characterizatioowéver, the IRS is not obligated to foll
the Corporatiors characterization, and there can be no assurhatée IRS will agree with such treatment. Prospedolders should cons
their own tax advisors regarding the tax consegeititat would apply to them if the Debentures viezated as equity for U.S. federal incc
tax purposes. The balance of this discussion asstimethe Debentures will be treated as debt.

Payments of Interest

Subject to the discussion below under “Certain &thiStates Federal Income Tax Considerations — Téteel@iures -Original Issu
Discount,” payments of interest on a Debentureloiog any tax makevhole amount and taxes withheld on payments) vdlitdxable to
U.S. Holder as ordinary income at the time it iseieed or accrued, depending on the U.S. Hoddaréthod of accounting for tax purpo:
Interest paid or accrued on the Debentures willegaty be treated as foreign source “passive cayemeome”for U.S. federal income ti
purposes.

Upon receipt of interest payments on a Debentuid jpaCanadian dollars, a caslasis U.S. Holder will recognize as income
U.S. Dollar value of the Canadian dollars, basetherexchange rate in effect on the date of recegardless of whether the payment is in
converted into U.S. Dollars, unless the holderrhasle an election to accrue interest income on #tsebture currently. If the interest payn
is converted into U.S. Dollars on the date of rped U.S. Holder should not be required to recogfidreign currency exchange gain or los
respect to the interest income. A U.S. Holder mayehforeign currency exchange gain or loss (gelyei@table as an ordinary gain or los:
the interest payment is converted into U.S. Dolidter the date of receipt. In general, foreigrrency exchange gain or loss will be treate
U.S. source gain or loss for foreign tax creditpmses. A casbasis U.S. Holder that receives an interest payroB@ommon Shares w
recognize as income an amount, and will have dilitasis in such Common Shares, equal to tharfaiket value of such Common Share
the date of receipt.

A U.S. Holder that uses the accrual method of tooanting (including a cadhasis U.S. Holder that elects to accrue interesirire ol
the Debentures currently) will be required to aednterest income on the Debentures in Canadidardand translate the amount accrued
U.S. dollars based on either (1) the average exgheaate in effect during the interest accrual gkrar the portion thereof within the holder’
taxable year; or (2) at such holdeglection, at the spot rate of exchange on (iJabeday of the accrual period, or the last dayheftaxabl
year within such accrual period if the accrual pérspans more than one taxable year, or (ii) the d&receipt, if such date is within fi
business days of the last day of the accrual peBodh election must be applied consistently byUtfe. Holder to all debt instruments fr
year to year and can be changed only with the ectrefehe IRS. A U.S. Holder that uses the accroathod of tax accounting will recogn
foreign currency gain or loss on the receipt ofraarest payment in Canadian dollars if the spt& of exchange
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on the date of receipt differs from the rate amtiie to a previous accrual of that interest incoiffee foreign currency gain or loss
recognized will equal the difference between (@ thS. dollar value of the amount of the paymenhwéspect to an interest period (incluc
any tax makewvhole amounts and taxes withheld on the paymesntstated at the spot rate on the date of recegtigrthe U.S. Dollar value
interest income that has accrued during such isttgxeriod (as determined above). Such foreign noyrgain or loss will be treated as ordir
income or loss, but generally will not be treatedam adjustment to interest income received onDibleentures. If the interest paymer
converted into U.S. Dollars on the date of receipt).S. Holder should not be required to recogaizg additional foreign currency excha
gain or loss beyond that previously mentioned arhdargeneral, foreign currency exchange gain es lwill be treated as U.Scurce gain «
loss for foreign tax credit purposes. Althoughsinhot free from doubt, a U.S. Holder that usesatwual method of tax accounting that rece
an interest payment of Common Shares should btettess though it received such interest paymeftainadian dollars, as described ab
and then used such Canadian dollars to purchagedamenon Shares received. In such case, the U.8leHnlould have a basis in the Comr
Shares equal to the translated U.S. dollar valubeftleemed received Canadian dollars as disciadsne. U.S. Holders are urged to cor
their own tax advisors as to the tax consequenfceseiving interest payments of Common Shares.

Original Issue Discount

The Debentures will be issued with original issigcadunt (“OID”) if their stated redemption price at maturity excedteir issue pric
(determined as described above under “Certain Un8tates Federal Income Tax Considerationssde Price of a Debenture and
Warrants”)by more than a statutorily determined de minimisoant. If the Debentures are issued with OID, U.8lddrs will generally
required to accrue OID as ordinary income overtémm of the Debentures on a constant yield basgardless of such U.S. Holdersgula
method of accounting for U.S. federal income tasxppsaes and in advance of the receipt of cash pagnagtmibutable to that income. Such (
amounts are accrued in Canadian dollars and theslated into U.S. dollars as described abovedorual method taxpayers in undéértair
United States Federal Income Tax Considerationee-Oebentures — Original Issue Discourtll’ payments on a Debenture issued with C
other than payments of stated interest, will gdhebee viewed first as a payment of previously aedt OID, to the extent thereof, and the
payments of principal. U.S. Holders will recognimeeign currency gain or loss on the receipt ofagrpent of previously accrued OID
Canadian dollars if the spot rate of exchange erdtite of receipt differs from the rate applicable previous accrual of that interest incc
U.S. Holders are urged to consult their own taxisate as to the consequences of acquiring Debentuith OID.

Sale, Exchange and Redemption of the Debentures

A U.S. Holder generally will recognize gain or logpon the sale, exchange, redemption or other k@isposition (other than
conversion of a Debenture into Common Shares)@é&l@enture in an amount equal to the differencany, between the amount realized L
the sale, exchange, redemption or other taxabfeosdigon (reduced by any amounts attributable wrwed but unpaid interest, which will
treated as interest as described above under “Ragrokinterest”) and the U.S. Holder's adjustedhasis in the Debenture.

A U.S. Holders initial tax basis in a Debenture will be the UD®llar cost of the Debenture as allocated betwherDebentures and 1
Warrants as discussed above under “Certain UnitetdSFederal Income Tax Considerations — Issue Bfia Debenture and the Warrants.
The U.S. Dollar cost of a Debenture purchased foitign currency will generally be the U.S. Dollalue of the purchase price on the da
purchase or, in the case of Debentures traded astablished securities market (as defined in p@i@ble Treasury Regulations) that
purchased by a cash basis U.S. Holder (or an ddeasés U.S. Holder that so elects), on the settfgndate for the purchase. The conversic
U.S. dollars to a foreign currency and the immediase of such currency to purchase a Debenturegerierally not result in any forei
currency exchange gain or loss for a U.S. Holder.

The amount realized on the retirement of a Debentill be the U.S. Dollar amount received by th&UHolder upon such retireme
The amount realized on a sale or other taxableodispn prior to maturity for an amount in foreigarrency will be the U.S. Dollar value
this amount on the date of sale or, if the Deba&stare traded on an established securities manlledra sold by a cadkasis U.S. Holder (or
accrual-basis U.S. Holder that so elects) on tiitesgent date for the sale. Such an election bpamualbasis U.S. Holder must be app!
consistently from year to year and cannot be regtakichout the consent of the IRS.

Except to the extent attributable to foreign cuecsegain or loss (as discussed below), any gaiss that a U.S. Holder recognizes 1
disposition of a Debenture will be capital gainlass and will be londerm capital gain or loss if the U.S. Holder haklithe Debenture fi
more than one year. Lortgrm capital gain of U.S. Holders may be eligibde feduced rates of taxation. Such gain or losk geiherally b
treated as U.S. source income or loss for U.Sigorax credit

S-53



Table of Contents

purposes. A U.S. Holder’s ability to deduct capitsises may be limited.

A U.S. Holder must treat any portion of the gairlass that it realizes on the sale or other taxdidposition of a Debenture as ordir
income or loss to the extent attributable to chanigeexchange rates by recognizing Us8urce foreign currency gain or loss on the sz
other taxable disposition of a Debenture equah#odifference, if any between (i) the U.S. Dollaiue of the U.S. Holdes’ purchase price f
the Debenture at issuance and (ii) the U.S. Deldne of the U.S. Holdes’ purchase price for the Debenture at disposithaty. such foreig
currency gain or loss (including any foreign cumgmgain or loss with respect to the receipt of medrbut unpaid interest) will be recogni
only to the extent of total gain or loss realizedtioe disposition. U.S. Holders are urged to cdrthelr own tax advisors as to the conseque
of owning Debentures denominated in Canadian dollar

Conversion of the Debentures

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

A U.S. Holder will recognize foreign currency gainloss realized on the conversion of Debenturedississed above undeCértair
United States Federal Income Tax Considerationke-Oebentures — Sale, Exchange and Redemptiore df¢bentures.”

Any cash or Common Shares received with respeatt¢oued but unpaid interest will be treated asyangat of interest under the ru
discussed above under “Certain United States Felthe@me Tax Considerations — The Debentures — Baysof Interest.”

Although it is not free from doubt, any cash or @oam Shares received with respect to the Makesle Amount should be treated as
of the consideration received in the conversioncokdingly, a U.S. Holder should only recognize gamthe conversion of a Debenture
Common Shares if cash is received with respedtedvtakeWhole Amount. In such case, although the mattaotsree from doubt, such U
Holder should recognize gain, but not loss, ondbeversion in an amount equal to the lesser dhé)gain realized (which is equal to
excess of the sum of the fair market value of tleen@on Shares and cash (other than cash attributatdecrued but unpaid interest,
including cash received with respect to the Makes\Wh\mount) received over the U.S. Holdeddjusted basis in the Debentures) and (i
amount of cash received (other than cash attrilbeitabaccrued but unpaid interest, but includinghceeceived with respect to the Mak#hole
Amount). Any gain recognized on conversion gengraliould be capital gain and should be loaign capital gain if, at the time of 1
conversion, the Debenture has been held for mare dhe year.

Alternatively, the receipt of cash or Common Shaezeived with respect to the Makeéhole Amount could be treated as a payme
interest under the rules discussed above undertdi@etnited States Federal Income Tax ConsideratiorThe Debentures Payments ¢
Interest.”

A U.S. Holders initial tax basis in the Common Shares receivedanversion of a Debenture (other than Commoneshaaceived wil
respect to accrued and unpaid interest) will besdmme as the U.S. Holdsradjusted tax basis in the Debentures at the dfim@nversior
reduced by the amount of cash received with redpeitte Makewhole Amount and by any foreign currency loss redngd and increased
the amount of any gain recognized (including amgifin currency gain). The tax basis of Common Shageeived upon a conversion v
respect to accrued but unpaid interest should etyealair market value of such Common Shares. Tdidithg period for the Common Sha
received on conversion (other than Common Shamsived with respect to accrued and unpaid inteigstierally will include the holdir
period of the Debentures converted and any Comni@meS received with respect to accrued but unpaétdst will have a holding peri
commencing on the day following the date of delvet such Common Shares.

Alternative characterizations may be possible toadd affect the amount, timing, and charactemobime realized by a U.S. Holder u
the receipt of a combination of cash and Commorreéhd&rospective holders are urged to consult their tax advisors regarding the L
federal income tax treatment of the conversion eb&ntures into Common Shares.

Certain Adjustments to the Debentures

The Conversion Rate of the Debentures will be adgugn certain circumstances. See “Details of tlilei@g — Conversion Privilege.”
For U.S. federal income tax purposes, an adjusthoethie Conversion Rate of the Debentures may be
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treated as a constructive distribution to a U.SldEioof the Debentures if, and to the extent thath adjustment has the effect of incree
such U.S. Holdes proportionate interest in the earnings and ajit assets of the Corporation, depending on treumistances of su
adjustment (for example, if such adjustment resiutism a distribution of cash or other property twaeholders of the Corporation). £
constructive distributions generally will be treditas dividend income under the rules discussednabaluder ‘Certain United States Fede
Income Tax Considerations — The Common SharestatMarrant Shares — Distribution$fowever, adjustments to the Conversion Ra
the Debentures made pursuant to a bona fide reblsoadjustment formula that has the effect of pnéing the dilution of the interest of {
holders of the Debentures generally will not besidered to result in a constructive distributionatd).S. Holder of the Debentures. U
Holders should carefully review the conversion @riadjustment provisions and consult their own tdxisors with respect to the 1
consequences of any such adjustment.

The Warrants
Exercise

A U.S. Holder may exercise Warrants only in limitgttumstances and for a limited period as desdribeler “Description of Warrants
Exercise of the WarrantA U.S. Holder generally will not recognize gainloss on the exercise of a Warrant and related peogia Warrar
Share. A U.S. Holdeg'initial tax basis in the Warrant Share receivedhe exercise of a Warrant generally should belemguthe sum of (a) tl
U.S. Holder’s tax basis in such Warrant plus (lg) éxercise price paid by the U.S. Holder on thease of the Warrant. A U.S. Holder’
holding period for the Warrant Share received andkercise of a Warrant generally should beginhenday after the date that the Warra
exercised.

In certain limited circumstances, a U.S. Holder rbaypermitted to undertake a cashless exerciseasfamts into Warrant Shares. -
U.S. federal income tax treatment of a cashlessceseeof Warrants into Warrant Shares is unclead, the tax consequences of a casl
exercise could differ from the consequences uperettercise of a Warrant described in the preceparggraph. U.S. Holders should con
their own tax advisors regarding the U.S. fedarabme tax consequences of a cashless exercisercdivita

Sale, Exchange or Other Taxable Disposition

A U.S. Holder generally will recognize gain or lass the sale, exchange or other taxable dispositianWarrant in an amount equa
the difference between the amount realized forWserant and the U.S. Holdsradjusted tax basis in the Warrant. Subject tadtbeussio
below under “Certain United States Federal Incorae Considerations — Passive Foreign Investment @osnRules,the gain or loss will k
capital gain or loss. Capital gains of noorporate U.S. Holders derived with respect totehpissets held for more than one year are elidib
reduced rates of taxation. The deductibility of imposses is subject to limitations. Any capitglin or loss recognized by a U.S. Ho
generally will be treated as United States souade gr loss for United States foreign tax credimses.

Lapse

Upon the lapse or expiration of a Warrant, a U.8lder will recognize a loss in an amount equakdaaidjusted tax basis in the Warr
Subject to the discussion below under “Certain &thiStates Federal Income Tax Consideratiozassive Foreign Investment Comp
Rules,”any such loss should be a capital loss. Deducfimmsapital losses are subject to complex limitasiainder the Code. Any capital |
recognized by a U.S. Holder will generally be teebas United States source loss for United Stateggh tax credit purposes.

Certain Adjustments to the Warrants

The number of Warrant Shares issuable upon exeofiliee Warrants and/or the exercise price per WhdrBhare may be adjustec
certain circumstances. See “Description of Warrantsxercise of the WarrantPor U.S. federal income tax purposes, an adjustrettte
number of Warrant Shares that will be issued onettercise of the Warrants, or an adjustment toettexcise price of the Warrants, may
treated as a constructive distribution to a U.Sdeloof the Warrants if, and to the extent thathsadjustment has the effect of increasing
U.S. Holders proportionate interest in the earnings and wdiitassets of the Corporation, depending on tleeimistances of such adjustrr
(for example, if such adjustment results from aritigtion of cash or other property to shareholdarshe Corporation). Any constructi
distributions generally will be treated as dividendome under the rules discussed above un@ertain United States Federal Income
Considerations — The Common Shares and the WaStaantes — Distributions.However, adjustments to the exercise price of tharant:
made pursuant to a bona fide reasonable adjustfoentla that has the effect of preventing the dutof the interest of the holders
Warrants generally will not be considered to result constructive
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distribution to a U.S. Holder of Warrants. U.S. #imils should carefully review the exercise priceustiipent provisions and consult their
tax advisors with respect to the tax consequenitcasysuch adjustment.

The Common Shares and the Warrant Shares
Distributions

Subject to the discussion below under “Certain &thibtates Federal Income Tax ConsideratioRassive Foreign Investment Comp
Rules,”the gross amount of any distribution received hy.@. Holder with respect to the Common Shares @Mifarrant Shares (including ¢
amounts withheld to pay Canadian withholding taxes) be included in the gross income of the U.Sldér as a dividend to the ext
attributable to the Corporatia’'current and accumulated earnings and profitgletasrmined under U.S. federal income tax principles
Corporation does not intend to calculate its eg®iand profits under U.S. federal income tax rubesordingly, U.S. Holders should exp
that a distribution generally will be treated adididend for U.S. federal income tax purposes. Ried that the Corporation is not treated
passive foreign investment company in the currergrior taxable year, described below, the Corponabelieves that it is considered to
“qualified foreign corporation,” and therefore dilsutions treated as dividends and received by caporate U.S. Holders may be eligible f
preferential tax rate. Distributions on the Comntimares and the Warrant Shares generally will no¢liggble for the dividends receiv
deduction available to U.S. Holders that are cafons.

The amount of any dividend paid in Canadian dol{arsluding amounts withheld to pay Canadian witlklirey taxes) will equal the U.
dollar value of the Canadian dollars calculateddfgrence to the exchange rate in effect on the tthet dividend is received by the U.S. Hol
regardless of whether the Canadian dollars areesteny into U.S. dollars. A U.S. Holder will havéax basis in the Canadian dollars equ
their U.S. dollar value on the date of receiptthé Canadian dollars received are converted inf dollars on the date of receipt, the |
Holder should generally not be required to recogfareign currency gain or loss in respect of tistritbution. If the Canadian dollars recei
are not converted into U.S. dollars on the dateecéipt, a U.S. Holder may recognize foreign cwyegain or loss on a subsequent conve
or other disposition of the Canadian dollars. Sgaim or loss will be treated as U.S. source ordiitazome or loss.

A U.S. Holder may be entitled to deduct or creditn@dian withholding tax imposed on dividends paicatU.S. Holder, subject
applicable limitations in the Code. For purposesaitulating a U.S. Holdes foreign tax credit, dividends received by sucB.WHolder witl
respect to the equity of a foreign corporation galte constitute foreign source income. Dividendstributed by the Corporation will genere
constitute “passive categoryricome for U.S. foreign tax credit purposes. THesoverning the foreign tax credit are compleXS.IHolder
are urged to consult their own tax advisors regardhe availability of the foreign tax credit undleeir particular circumstances.

Sale, Exchange or Other Taxable Disposition

A U.S. Holder will recognize gain or loss on thées@&xchange or other taxable disposition of then@on Shares or the Warrant Sh
in an amount equal to the difference between theuatrnrealized for the Common Shares or the WaiBhiares and the U.S. Holder’djuste
tax basis in such Common Shares or the WarranteSh&ubject to the discussion below undgertain United States Federal Income
Considerations — Passive Foreign Investment Compaigs,” the gain or loss will be capital gain os4. Capital gains of narerporate U.$
Holders derived with respect to capital assets falanore than one year are eligible for reducadsaf taxation. The deductibility of cap
losses is subject to limitations. Any capital gaifoss recognized by a U.S. Holder generally béltreated as U.S. source gain or loss for
foreign tax credit purposes.

Passive Foreign Investment Company Rules

A foreign corporation will be considered a pasdeign investment company (“PFICf)r any taxable year in which (1) 75% or mor
its gross income is “passive incom&” (2) 50% or more of the average quarterly valugsoassets produce (or are held for the prodnoti)
“passive income.” In general, “passive inconrgludes dividends, interest, certain rents andilt®s and the excess of gains over losses
certain commodities transactions, including tratieas involving gold and other precious metals. bains from commodities transactions
generally treated as passive income, potentiatigéring PFIC status, unless such gains are abtiseess gains from the sale of commoc
and “substantially all” (85 percent) of the corpgora’s commodities are stock in trade or inventory, dejable property used in a trade
business, or supplies regularly used or consumediade or business (the “active commodities lassirexclusion”)lf a corporation is treatt
as a PFIC with respect to a U.S. Holder for anylée year, the corporation will continue to be tedaas a PFIC with respect to that |
Holder in all succeeding taxable years, regardiésehether the corporation continues to
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meet the PFIC requirements in such years, unletsicelections are made.

Based on the nature of the Corporat®imicome, assets and activities, the Corporatidie\is that it presently qualifies, and expec
continue to qualify in the future, for the activentmodities business exclusion and that the Corjporatill not be classified as a PFIC for
current and subsequent taxable years. Howeverubedhe PFIC determination is made annually atlihge of the taxable year in questior
the basis of facts and circumstances that may penethe Corporatios’ control and because the principles and methogidtmgapplying th
PFIC tests are not entirely clear, including thelagation of the active commodities business exolusthere can be no assurance tha
Corporation will not be a PFIC in the current obseiquent taxable years.

As described below, adverse tax consequences epply to a U.S. Holder if the Corporation were sified as a PFIC. A U.S. Holc
would be required to report any gain on the digpwsiof any Debentures, Warrants, Common Sharé&arant Shares as ordinary inco
rather than as capital gain, and to compute thdidhility on the gain and any “Excess Distributiqias defined below) received in respec
the Debentures, the Common Shares or the WarrareSlas if such items had been earned ratablyeagr day in the U.S. Holderholding
period (or a portion thereof) for the Debenture Warrants, the Common Shares or the Warrant ShEnesamounts allocated to the taxi
year of disposition and to years before we becamEI& would be taxed as ordinary income. The amallatated to each other taxable y
would be subject to tax at the highest rate inotffer that taxable year for individuals or corpitwas, as appropriate, and an interest ct
would be imposed on the tax attributable to thecalted amount.

For purposes of these rules, gifts, exchanges potdo corporate reorganizations and use of theeBtelbes, the Warrants, the Comr
Shares or the Warrant Shares as security for arfgnbe treated as a taxable disposition of theebBieloes, the Common Shares or the Wa
Shares. An “Excess Distribution$ the amount by which distributions received by &. Holder during a taxable year in respect c
Debentures, Common Shares or Warrant Shares e4@&84 of the average amount of distributions in eesphereof received during the th
preceding taxable years (or, if shorter, the U.8delr’'s holding period for the Debentures, the Camr8hares or the Warrant Shares).

If the Corporation were to be classified as a PRIQ).S. Holder could avoid the rules described abloy making a mark-toarke
election, provided the Debentures, the Common Shamnd the Warrant Shares are treated as reguladgd on a qualified exchange or o
market within the meaning of the applicable U.Sakury regulations. Such election would not belabi with respect to the Warrants. L
Holders should consult their own tax advisers reigar the potential availability and consequencesaomark-tomarket election. Tt
Corporation does not intend to provide informatiorenable U.S. Holders to make a “qualified elegfinnd” election, which otherwise cot
allow a U.S. Holder to avoid the PFIC rules desxlibbove.

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

U.S. Holders are urged to consult their own taxisateé regarding the tax consequences which woise #rthe Corporation were trea
as a PFIC for any taxable year.

Required Disclosure with Respect to Foreign Finanal Assets

Certain U.S. Holders are required to report infafamarelating to an interest in the Debentures Wherants, the Common Shares anc
Warrant Shares, subject to certain exceptionsugiel an exception for Debentures, Warrants andr@omShares held in accounts mainta
by certain financial institutions), by attaching@mpleted IRS Form 8938, Statement of Specifie@igarFinancial Assets, with their tax ret
for each year in which they hold an interest in Erebentures, the Warrants, the Common Shares dereant Shares. U.S. Holders are ul
to consult their own tax advisors regarding infotiora reporting requirements relating to their ovatgp of the Debentures, the Warrants,
Common Shares and the Warrant Shares.

PLAN OF DISTRIBUTION

Pursuant to an agency agreement (th&gency Agreement”) dated January 28, 2014 between the Agents and dingofation, th
Corporation has agreed to sell and the Agents hgveed to offer $32,000,000 aggregate principaluarhof the Debentures and associ
Warrants for sale, as agents of the Corporationa drest efforts basis, if, as and when issued byGbrporation subject to the terms
conditions contained in the Agency Agreement, inafin and Alberta
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only. The offering price of the Debentures and eisded Warrants was established by negotiation é&tvthe Corporation, the Agents anc
lead subscriber. The closing is expected to ocourrcabout January 30, 2014 or such other dateea€drporation and the Agents may ac
The lead subscriber is expected to, but there eanobassurance that it will, enter into the Sulpsiom Agreement with the Corporation. !
“Details of the Offering — Subscription Agreement”.

In consideration for their services in connectiothwhe Offering, the Corporation has agreed to {heyAgents a fee of $40 per $1,
principal amount of Debentures sold, being an agmee fee of $1,280,000 (based on the $32,000,086eggte principal amount of 1
Debentures that are expected to be sold). WhiléAtfents have agreed to use their best effortsltdree Debentures and associated Wari
offered hereby, they are not obligated to purchasg Debentures and associated Warrants which aresald. Assuming that all of t
Debentures and associated Warrants contemplatékeirDffering are sold, the net proceeds of the i@ffe after deducting the Agents’
aggregate fee of $1,280,000 and the expenses @fftaeng estimated at $1,200,000, are estimatdzbtapproximately $29,520,000.

The Agents are entitled under the Agency Agreenimtdemnification by the Corporation against derfabilities including liabilitie:
under securities legislation, or to contributionthwviespect to payments that they may be requiredaice in respect thereof.

The Corporation has applied to list the Debentuwesthe TSX and the additional Common Shares issulbiconnection with tt
Debentures and the Warrant Shares on the TSX arfSENMKT. Listing is subject to the Corporation fllifig all of the requirements of t
TSX and the NYSE MKT.

The Corporation does not intend to list the Warrans on any exchange or marketplace. This may affedhé¢ value of the Warrants
the transparency and availability of any trading prices, the liquidity of the Warrants and the extentof issuer regulation. See Risk
Factors — Risks Related to the Offering The Debentures and Warrants may not have an activenarket and their price may be volatile
Purchasers may be unable to resell Debentures or Wants at a desirable price or at all”.

Under the Agency Agreement, the Corporation hageabthat it will not, without the prior written ceent of the Agents, offer, st
contract to sell, pledge, or otherwise disposeoofefiter into any transaction which is designedtanight reasonably be expected to, rest
the disposition (whether by actual disposition fie@ive economic disposition to cause settlemanotberwise) by the Corporation or ¢
affiliate of the Corporation or any person in piywith the Corporation or any affiliate of the @oration), directly or indirectly, including t
filing (or participation in filing) of a registrain statement with the SEC, or establish or increapat or equivalent position or liquidate
decrease a call equivalent position within the nmeaof Section 16(b) of the Exchange Act, in respdcany Common Shares or securitie
the Corporation convertible into, or exchangeable €ommon Shares for the period up to and inclyd®) 90 days after the Second Tran
Offering or (B) in the event the issuance of thed®& Tranche Offering does not occur, 90 days #fieiclosing of the Offering, in each ci
other than (i) issuances pursuant to the exerdisptions and other similar issuances pursuankisting security compensation plans, (ii)
grant of stock options or similar securities in @dance normal practice, (ii§suances pursuant to the exercise of warrantdamialisi
(iv) issuances pursuant to the Offering, the S&2i&gcurities, and the Common Shares issuable eorersion, redemption, exercise, inte
or MakeWhole Amounts of the Debentures, Warrants and Se&Zi€Securities, (v) issuances pursuant to any ctbiee securities of tt
Corporation outstanding as of the date of the Agehgreement or (vi) issuances pursuant to the aitipr of shares or assets of any am’
length person.

It is a condition of closing under the Agency Agremt that the Subscription Agreement will have berecuted and delivered by
Corporation and the lead subscriber and that sgideanent be in full force and effect and neither @orporation nor the lead subscriber k
breach of its obligations thereunder.

EXPERTS

Information relating to the Corporati@’mineral properties in this prospectus supplem#m, base prospectus and the docun
incorporated by reference herein has been bassthteaments, reports, valuations or opinions ofal €égch Inc., whose business gives auth
to the statements, reports, valuations or opinitneach case with respect to the Corporation.

LEGAL MATTERS

Certain legal matters in connection with the Offgriwill be passed upon on behalf of the CorporabigrnStikeman Elliott LLP, wit
respect to matters of Canadian law, and Skaddeps, Blate, Meagher & Flom LLP, with respect to
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matters of United States law, and on behalf ofAgents by Davies Ward Phillips & Vineberg LLP, withspect to matters of Canadian law.

As at the date hereof, the partners and assoa@tBikeman Elliott LLP and Davies Ward Phillips\éineberg LLP, respectively as
group beneficially own, directly or indirectly, ethan one percent of the outstanding securitiéseoCorporation.

AUDITORS, TRANSFER AGENT AND REGISTRAR

The Corporatiors auditors are KPMG LLP, Chartered Accountants, Bdglaide Centre, Suite 4600, 333 Bay Street, Timo@ntario
M5H 2S5. KPMG LLP are the auditors of the Corpanatand have confirmed that they are independehimibe meaning of the relevant rt
and related interpretations prescribed by the egleprofessional bodies in Canada and any appédaigiislation or regulation and under
relevant U.S. professional and regulatory standandkiding PCAOB Rule 3520.

Computershare Investor Services Inc. is the registnd transfer agent of the Common Shares in Gai@@mputershare Trust Comp
of Canada is the registrar, transfer agent and diandrustee under the Indenture, and Computershraig Company, N.A., is the deansfe
agent for the Common Shares in the United StatedhenU.S. trustee under the Indenture.

DOCUMENTS FILED AS PART OF THE REGISTRATION STATEME NT

The following documents have been or will be fileidh the SEC as part of the registration statenoénwhich this prospectus form:
part:

. the documents listed under “Documents IncorporbieReference”;

. the consent of KPMG LLP;

. the consent of Tetra Tech Inc.;

. the powers of attorney from the directors and aeu#icers of the Corporation;
. the consent of Stikeman Elliott LLP;

. the consent of Davies Ward Phillips & Vineberg LLP;

. a statement of eligibility of Computershare Trush@pany, N.A. as U.S. Trustee, on Form T-1;
. the Agency Agreement;

. the Indenture;

. a form of Debenture;

. a form of Warrant; and

. a form of the Subscription Agreement.
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February 12, 201

.

North American Palladium Ltd.
US$300,000,000
Common Shares
Debt Securities
Warrants

Subscription Receipts

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

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

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

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

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

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

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

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

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

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

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

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

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

CAUTIONARY NOTE TO UNITED STATES INVESTORS

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

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

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

1



Table of Contents

DOCUMENTS INCORPORATED BY REFERENCE

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

CURRENCY AND FINANCIAL STATEMENT PRESENTATION

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Corporate Structure

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

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

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

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

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

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

Recent Developments

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

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

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

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

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

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

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

Risks Related to the Securities

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

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

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

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

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

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

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

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

. changes in general economic and/or political caorust

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

. the arrival or departure of key personnel,

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

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

. the breadth of the public market for the Securjtiesl

. the attractiveness of alternative investments.

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

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

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

. changes in the overall market for those securities;

. changes in our financial performance or prospects;

. changes or perceived changes in our creditworthjnes

. the prospects for companies in our industry geheral

. the number of holders of those securities;

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

. prevailing interest rates.

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

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

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

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

Risks Related to the Company

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

Mineral resource and reserve estimates may provaciturate

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

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

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

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

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

Inability to meet production level and operating stestimates

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

Increased competition in the mining industi

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

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

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

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

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

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

11
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USE OF PROCEEDS

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

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

PRICE RANGE AND TRADING VOLUME

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

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

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

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

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

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

PRIOR SALES

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

Price per Security/

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

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

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

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

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

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

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

DESCRIPTION OF COMMON SHARES

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

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

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

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

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

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

DESCRIPTION OF DEBT SECURITIES

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

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

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

General

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Ranking and Other Indebtedness

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

Form, Denominations and Exchange

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

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

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

We shall not be required to:

. issue, register the transfer of or exchange angsef the Debt Securities during a period begigritthe opening of business
days before any selection of that series of thet Belsurities to be redeemed and ending at the olioisesiness on, (A) if the ser
of the Debt Securities are issuable only as regid

16



Table of Contents

securities, the day of mailing of the relevant oetof redemption and (B) if the series of the D&bturities are issuable as be
securities, the day of the first publication of tieéevant notice of redemption or, if the serieshaf Debt Securities are also issu
as registered securities and there is no publicatice mailing of the relevant notice of redempti

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

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

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

Global Securities

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

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

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

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

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

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

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

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

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

Consolidation, Amalgamation, Merger and Sale of Asts

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

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

Additional Amounts

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

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

. which is subject to such Canadian Taxes by reatimedoeneficial owner of the Debt Securities bedngesident of, or carrying
business in, or maintaining a permanent establishimeother physical presence or taxable presamceriotherwise having sol
connection with, Canada or any province or teryitivereof, otherwise than by the mere holding obtC®ecurities or the receipt
payments thereunde
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. which is subject to such Canadian Taxes by readaieo beneficial owner of the Debt Securities fajlito comply with an
certification, identification, documentation or ethreporting requirements if compliance is requireyg law, regulatior
administrative practice or an applicable treatyaaprecondition to exemption from, or a reductionttie rate of deduction
withholding of, such Canadian Taxes;

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

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

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

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

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

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

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

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

Tax Redemption

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

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

Provision of Financial Information

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

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

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

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

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

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

. certain events involving our bankruptcy or insolexzrand

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

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

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

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

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

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

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

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

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

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

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

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

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

Defeasance

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

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

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

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

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

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

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

. other customary conditions precedent are satisfied.
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Modification and Waiver

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

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

. change the place of payment;

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

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

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

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

We may modify the Indenture without the conserthefholders to:

. evidence our successor under the Indenture;

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

. add events of default;

. establish the forms of the Debt Securities;

. appoint a successor Trustee under the Indenture;

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

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

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

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

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

Consent to Jurisdiction and Service

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

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

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

Equity Warrants

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

. the designation and aggregate number of Equity &vitsy

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

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

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

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

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

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

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

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

any other material terms or conditions of the BgWarrants.

Debt Warrants

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

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

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

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

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

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

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

any other material terms or conditions of the DAfairrants.

DESCRIPTION OF SUBSCRIPTION RECEIPTS

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

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

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

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

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

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

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

PLAN OF DISTRIBUTION

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

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

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

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

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

INCOME TAX CONSIDERATIONS

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

LEGAL MATTERS

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

AUDITORS, TRANSFER AGENTS AND REGISTRAR

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

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

EXPERTS

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

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

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

To the knowledge of the Company, as of the datediemd with the exception of Laila Sedore (Potwifincent Jourdain, Donald Trud
Michel Bouchard, Kevin Small, David Penna, Valemrduche and Tyson Birkett, each of the personsfiamgd referenced above holds |
than one percent of the outstanding securitieb@fdompany or any associate or affiliate of the Qamy.

Other than as indicated above, none of the aforéomad persons, nor any director, officer, emplogegartner, as applicable, of
aforementioned companies or partnerships, is ctiyrerpected to be elected, appointed or employed director, officer or employee of
Company or of any associate or affiliate of the @arny.

AVAILABLE INFORMATION

The Company has filed with the SEC a registrattatesnent on Form F-1Rith respect to the Securities. This prospectus that contai
all the information set forth in the registratiormtement. For further information about the Compang the Securities, please refer to
registration statement.

The Company is subject to the information requinetmeof the Exchange Act and applicable Canadianrigess legislation, and
accordance therewith it files reports and othesrimfation with the SEC and with the securities ratars in the Province of Ontario. Under
MJDS, the Company generally may prepare these te@md other information in accordance with thecldsure requirements of Cane
which requirements are different from those of theted States. As a foreign private issuer, the Gamy is exempt from the rules under
Exchange Act prescribing the furnishing and contdmroxy statements, and the Compangfficers, directors and principal shareholdee
exempt from the reporting and short swing profgtovery provisions contained in Section 16 of thelange Act. In addition, the Compan
not required to publish financial statements asnmtty as U.S. companies.

Investors may read and copy any document the Coynilas with the SEC at the public reference rodnthe SEC at 100 F Street, N.
Washington, D.C. 20549. Please call the SEC atQtHBC-0330or further information on the public reference morhe SEC also maintal
a web site (www.sec.gov) that makes available tspand other information that the Company filescetmically with it, including th
registration statement it has filed with respedht® Securities.

Investors are invited to read and copy any repstegements or other information that the Compéleg fvith the OSC or other simi
regulatory authorities at their respective pubdiference rooms. These filings are also electrdyieafailable from SEDAR at www.sedar.cc
Reports and other information about the Companybse available for inspection at the offices af ¥5X.

DOCUMENTS FILED AS PART OF THE REGISTRATION STATEME NT

The following documents have been or will be fileidh the SEC as part of the registration statenoénwhich this prospectus form:
part:

. the documents listed under “Documents IncorporbieReference”;
. the consent of KPMG LLP;

. consents of InnovExplo Inc., Roscoe Postle Assesidhc., P&E Mining Consultants Inc., Nordmin Reas@s & Industric
Engineering, Vincent Jourdain, Mafgidré Lavergne, Donald Trudel, Alfred Hayden, Wdith Bawden, Des Cullen, Fred
Brown, Laila Sedore (Potvin), Kevin Small, Michebichard, David Penna, Valere Larouche and TysokeRBii

. the powers of attorney from the directors and ocedéficers of the Company;
. the consent of Stikeman Elliott LLP; and

. the form of Indenture relating to the Debt Secesiti
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ENFORCEABILITY OF CIVIL LIABILITIES

The Company is a corporation existing under@amada Business Corporations Adflany of the Companyg’ directors and officers, a
some of the experts named in this prospectus,esidants of Canada or otherwise reside outsidéJtiieed States, and all or a substa
portion of their assets, and a substantial portibthe Companys assets, are located outside the United StatesCompany has appointed
agent for service of process in the United Stadsssét forth below), but it may be difficult forlters of Securities who reside in the Un
States to effect service within the United Statgsnuthose directors, officers and experts who ateesidents of the United States. It may
be difficult for holders of Securities who residethe United States to realize in the United Stafem judgments of courts of the United St
predicated upon the Compasytivil liability and the civil liability of such idectors, officers and experts under the UnitecdteStdeder:
securities laws.

The Company filed with the SEC, concurrently with fegistration statement on Form F-@Dwhich this prospectus is a part,
appointment of agent for service of process on Fe¥ Under the Form F-Xhe Company appointed CT Corporation System aaggst fo
service of process in the United States in conoratiith any investigation or administrative procegdconducted by the SEC, and any ¢
suit or action brought against or involving the Qamy in a United States court arising out of oatedl to or concerning the offering of
Securities under this prospectus. The Company bas hdvised by Stikeman Elliott LLP, its Canadianrsel, that there is doubt as to
enforceability, in original actions in Canadian dsy of liabilities based upon United States fetlsexurities laws and, depending on
circumstances, as to the enforceability in Canadisurts of judgments of United States courts oleim actions based upon civil liabil
provisions of the United States federal securiti®gs or other laws of the United States or anyestaéreof or the equivalent laws of of
jurisdictions. Therefore, it may not be possibletdorce those actions against the Company, iesttirs and officers
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GLOSSARY OF MINING TERMS
“concentrate” means a product containing the valuable metal sord fvhich most of the waste material in the ore theen removed.

“grade” means a particular quantity of ore or mineral re¢ato other constituents, in a specified quartityock.

“indicated resource” means that part of a mineral resource for whichntjtya grade or quality, densities, shape and pta
characteristics can be estimated with a level ofidence sufficient to allow the appropriate apation of technical and economic parame
to support mine planning and evaluation of the ecuin viability of the deposit. The estimate is lthea detailed and reliable exploration
testing information gathered through appropriathméques from locations such as outcrops, trenghies, workings and drill holes that |
spaced closely enough for geological and graddrugiit to be reasonably assumed.

“inferred resource” means that part of a mineral resource for whichntiyaand grade or quality can be estimated onlthsis o
geological evidence and limited sampling and reaBlynassumed, but not verified, geological and gradhntinuity. The estimate is basec
limited information and sampling gathered througiprapriate techniques from locations such as optgrirenches, pits, workings and ¢
holes.

“measured resource” means that part of a mineral resource for whichntjtya grade or quality, densities, shape and pia
characteristics are so well established that tlaeybe estimated with confidence sufficient to alltv appropriate application of technical
economic parameters to support production planaimdjevaluation of the economic viability of the dsjp. The estimate is based on detz
and reliable exploration, sampling and testing limfation gathered through appropriate techniquem fiacations such as outcrops, trenc
pits, workings and drill holes that are spacedaipenough to confirm both geological and gradetiooity.

“mineral reserve” means the economically mineable part of a measareddicated resource demonstrated by at leasebmpnary
feasibility study. This study must include adequafermation on mining, processing, metallurgicetponomic and other relevant factors
demonstrate, at the time of reporting, that ecoeariraction can be justified. A mineral reserveludes diluting materials and allowances
losses that may occur when the material is mined.

“mineral resource” means a concentration or occurrence of naturakl,solorganic or fossilized organic material in @m the eartte
crust in such form and quantity and of such a g@adeguality that it has reasonable prospects fonemic extraction. The location, quant
grade, geological characteristics and continuitg ofiineral resource are known, estimated or inééepdrfrom specific geological evidence
knowledge.

“mineralization” means the concentration of metals and their chémérapounds within a body of rock.
“open pit” means a mine worked at the surface.

“ore” means a mixture of valuable and worthless mindralm which at least one of the minerals can be thiaerd processed at
economic profit.

“ounce” or “0z” is a unit of weight measure. In the precious metalsstry a troy ounce is equal to one-twefftrt of a pound or 31.1
grams.

“preliminary economic assessment’or “scoping study” means the first level of study that is performed amineral deposit
determine its economic viability.

“probable mineral reserve” means the economically mineable part of an inditatend in some circumstances a measured, m
resource demonstrated by at least a preliminargilféigy study. This study must include adequatéoimation on mining, processit
metallurgical, economic, and other relevant factbes demonstrate, at the time of reporting, tikahemic extraction can be justified.

“proven mineral reserve” means the economically mineable part of a measuiadral resource demonstrated by at least a pmadiry
feasibility study. This study must include adequafermation on mining, processing, metallurgicatonomic, and other relevant factors
demonstrate, at the time of reporting, that ecoranriraction is justified.
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