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Management’s Discussion and Analysis  

   

   
Unless the context suggests otherwise, references to “NAP” or the “Company” or similar terms refer to North American Palladium Ltd. and its 
subsidiaries. “LDI” refers to Lac des Iles Mines Ltd. and “NAP Quebec” refers to NAP Quebec Mines Ltd. On March 4, 2011, the name 
Cadiscor Resources Inc. was changed to NAP Quebec Mines Ltd.  
   
The following is management’s discussion and analysis (“MD&A”) of the financial condition and results of operations to enable readers of the 
Company’s consolidated financial statements and related notes to assess material changes in financial condition and results of operations for the 
three and six months ended June 30, 2012, compared to those of the respective periods in the prior year. This MD&A has been prepared as of 
August 8, 2012 and is intended to supplement and complement the consolidated financial statements and notes thereto for the three and six 
months ended June 30, 2012 (collectively, the “Financial Statements”), which have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”). Readers are encouraged to review the Financial Statements in conjunction with their review of this MD&A and 
the most recent Form 40-F/Annual Information Form on file with the U.S. Securities and Exchange Commission (“SEC”) and Canadian 
provincial securities regulatory authorities, available at www.sec.gov and www.sedar.com, respectively.  
   
All amounts are in Canadian dollars unless otherwise noted and all references to production ounces refer to payable production.  
   

   
Certain information contained in this MD&A constitutes ‘forward-looking statements’ within the meaning of the ‘safe harbor’ provisions of the 
United States Private Securities Litigation Reform Act of 1995 and Canadian securities laws. All statements other than statements of historical 
fact are forward-looking statements. The words ‘expect’, ‘believe’, ‘anticipate’, ‘contemplate’, ‘target’, ‘plan’, ‘may’, ‘will’, ‘intend’, ‘estimate’
and similar expressions identify forward-looking statements. Forward-looking statements included in this MD&A include, without limitation: 
information as to our strategy, plans or future financial or operating performance, such as the Company’s expansion plans, project timelines, 
production plans, projected cash flows or expenditures, operating cost estimates, mining or milling methods, projected exploration results and 
other statements that express management's expectations or estimates of future performance.  The Company cautions the reader that such 
forward-looking statements involve known and unknown risk factors that may cause the actual results to be materially different from those 
expressed or implied by the forward-looking statements. Such risk factors include, but are not limited to: the possibility that metal prices and 
foreign exchange rates may fluctuate, inherent risks associated with exploration, development, mining and processing including environmental 
hazards, uncertainty of mineral reserves and resources, the risk that the Company may not be able to obtain financing, the possibility that the Lac 
des Iles mine and Vezza project may not perform as planned, changes in legislation, taxation, regulations or political and economic 
developments in Canada and abroad, employee relations, litigation and the risks associated with obtaining necessary licenses and permits. For 
more details on these and other risk factors see the Company’s most recent Form 40-F/Annual Information Form on file with the U.S. Securities 
and Exchange Commission and Canadian provincial securities regulatory authorities. Forward-looking statements are necessarily based upon a 
number of factors and assumptions that, while considered reasonable by management, are inherently subject to significant business, economic 
and competitive uncertainties and contingencies. The factors and assumptions contained in this MD&A, which may prove to be incorrect, 
include, but are not limited to: that metal prices and exchange rates between the Canadian and United States dollar will be consistent with the 
Company’s expectations , that there will be no material delays affecting operations or the timing of ongoing development projects, that prices for 
key mining and construction supplies, including labour costs, will remain consistent with the Company’s expectations, and that the Company’s 
current estimates of mineral reserves and resources are accurate. The forward-looking statements are not guarantees of future performance. The 
Company disclaims any obligation to update or revise any forward-looking statements, whether as a result of new information, events or 
otherwise, except as expressly required by law. Readers are cautioned not to put undue reliance on these forward-looking statements.  
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Mineral reserve and mineral resource information contained herein has been calculated in accordance with National Instrument 43-101 –
Standards of Disclosure for Mineral Projects , as required by Canadian provincial securities regulatory authorities. Canadian standards differ 
significantly from the requirements of the SEC, and mineral reserve and mineral resource information contained herein is not comparable to 
similar information disclosed in accordance with the requirements of the SEC. While the terms “measured”, “indicated” and “inferred” mineral 
resources are required pursuant to National Instrument 43-101, the SEC does not recognize such terms. U.S. investors should understand that 
“inferred” mineral resources have a great amount of uncertainty as to their existence and great uncertainty as to their economic and legal 
feasibility. In addition, U.S. investors are cautioned not to assume that any part or all of NAP’s mineral resources constitute or will be converted 
into reserves. For a more detailed description of the key assumptions, parametres and methods used in calculating NAP’s mineral reserves and 
mineral resources, see NAP’s most recent Annual Information Form/Form 40-F on file with Canadian provincial securities regulatory authorities 
and the SEC.  
   

   
North American Palladium Ltd. (“NAP” or the “Company”) is an established precious metals producer that has been operating its flagship Lac 
des Iles (“LDI”) mine located in Ontario, Canada since 1993. LDI is one of only two primary producers of palladium in the world, and is 
currently undergoing a major expansion to increase production and reduce cash cost per ounce 1 . The Company also operates the Vezza gold 
mine located in the Abitibi region of Quebec.  
   
The Company is expanding the LDI mine to transition from mining via ramp access to mining via shaft while utilizing a high volume bulk 
mining method which will allow LDI to increase its underground mining rate and palladium production. It is expected that the mine expansion 
will transform LDI into a long life, low cost producer of palladium.  
   
The Company has significant exploration potential near the LDI mine, where a number of growth targets have been identified, and is engaged in 
a substantial exploration program aimed at increasing its palladium reserves and resources. As NAP pursues its organic growth strategy through 
the LDI mine expansion, exploration will continue to be a key focus for the Company for many years to come. As an established palladium-
platinum group metal (“PGM”) producer with excess mill capacity on a permitted property, NAP has potential to convert exploration success 
into production and cash flow on an accelerated timeline.  
   
With an experienced senior management team and a strong balance sheet, NAP is well positioned to pursue its growth strategy. NAP trades on 
the TSX under the symbol PDL and on the NYSE MKT under the symbol PAL. The Company’s common shares are included in the S&P/TSX 
Composite Index.  
    
1 Non-IFRS measure. Please refer to Non-IFRS Measures on pages 26-29.    
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Financial Highlights  
Revenue for the quarter was $40.6 million, compared to $51.4 million in the prior year, primarily due to a lower realized palladium price and the 
closure of the Sleeping Giant gold mine at the beginning of this year. Net loss for the quarter was $3.1 million or $0.02 per share and EBITDA 1 

was $0.4 million, compared to net income of $5.4 million or $0.03 per share and EBITDA 1 of $9.5 million in the same period in the prior year. 
For the second quarter of 2012, adjusted net income 1 was $1.9 million and adjusted EBITDA 1 was $5.4 million, compared to adjusted net 
income 1 of $11.5 million and adjusted EBITDA 1 of $15.6 million in the prior year period. The Company generated cash from operating 
activities of $3.7 million, before changes in non-cash working capital 1 .  
   
Financings and Balance Sheet  
During the second quarter, the Company closed a $35.0 million financing of flow-through shares to fund eligible exploration activities and mine 
expansion expenditures at LDI. As at June 30, 2012, the Company had approximately $65.4 million in working capital, including $23.9 million 
of cash on hand. Subsequent to quarter end, the Company closed a $43.0 million convertible debenture financing, bringing the June 30, 2012 
pro-forma cash position to $64.7 million.  
   
Investment in Growth  
For the quarter ended June 30, 2012, the Company invested $4.0 million in exploration activities and $40.7 million in development expenditures 
($32.1 million at its palladium operations, of which $28.2 million was invested in the LDI mine expansion, and $8.6 million on the Vezza gold 
mine).  
   
LDI Mine Palladium Production  
The LDI mine produced 40,017 ounces of payable palladium for the quarter ended June 30, 2012. During the quarter, 504,497 tonnes of ore were 
mined with 528,068 tonnes of ore processed by the mill. The mill processed an average of 13,136 tonnes per operating day at an average 
palladium head grade of 3.35 grams per tonne, with a palladium recovery of 77.3%. For the second quarter, LDI’s cash cost per ounce 1 (net of 
byproduct credits) was US$429.  
   
Production at the LDI mine in the quarter included the blending of higher grade underground ore (211,963 tonnes with an average palladium 
grade of 5.24 grams per tonne) with lower grade surface ore (316,105 tonnes with an average palladium grade of 2.08 grams per tonne).  
   
Other charges at the LDI mine for the three months ended June 30, 2012 were $0.7 million. These additional costs related to expenditures to 
mitigate the effects of flooding caused by an unprecedented rainfall in the Thunder Bay region in June, which was excluded from the cash cost 
per ounce 1 of $US429.  
   
LDI Mine Expansion Update  
   
In the second quarter, mine expansion expenditures totaled $28.2 million, excluding capitalized interest of $1.7 million. The Company made 
significant progress during the quarter advancing the critical aspects of its mine expansion. Upon completion of the shaft, LDI is expected to 
benefit from increased production at reduced cash costs per ounce 1 .  
   
Recent mine expansion highlights include:  

   

   

   

   

   

   

    
1 Non-IFRS measure. Please refer to Non-IFRS Measures on pages 26-29 .  
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• Surface construction work significantly advanced and remains on target to be completed by the end of Q3; 

• Shaft sinking is underway and on target to begin commissioning at year end; 

• Underground development progressing on schedule; 

• Preparation for the first upper Offset Zone production stope is completed; 

• Commissioning of the service and auxiliary hoists is on schedule for August; and 

• The main sub-station was successfully commissioned and connected to the power grid. 
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For the three months ended June 30, 2012, revenue before pricing adjustments was $42.0 million, compared to $45.3 million in the same period 
last year. The decreased revenue in the second quarter of 2012 reflected a decrease in the quantity of palladium ounces sold as well as lower 
realized prices, compared to the same quarter last year. For the six months ended June 30, 2012, revenue before pricing adjustments was $82.7 
million, compared to $76.3 million for the same period last year, reflecting higher quantities of palladium ounces sold in the current year, 
partially offset by lower realized prices.  
   
Operating Expenses  
   
For the three months ended June 30, 2012, operating expenses were $38.1 million, compared to $27.5 million in the prior year period. Operating 
expenses for the six months ended June 30, 2012 were $71.8 million compared to $51.8 million in the same period last year. The increase in 
operating expenses in 2012 resulted primarily from mining and processing more tonnage from the open pit, higher contractor costs and higher 
parts, supplies and fuel charges, compared to the same period last year.  
   
Cash cost per ounce 1 of palladium sold, was US$429 for the quarter ended June 30, 2012 (2011 – US$335) and US$404 for the six months 
ended June 30, 2012 (2011 – US$408).  
   
Due to the Company’s commitment to a comprehensive energy management plan the Company qualified for the Ontario government’s Northern 
Industrial Electricity Rate (“NIER”) program to receive electricity price rebates of two cents per kilowatt hour. In the second quarter of 2011, the 
Company was accepted into the program and a retroactive rebate of $1.9 million was received for the period April 1, 2010 through March 31, 
2011. For the three months ended June 30, 2012, a rebate of $0.8 million was received ($1.7 million for the six months ended June 30, 2012). 
The rebate was treated as a reduction of operating expenses. The Company expects to continue to meet the eligibility criteria such that LDI will 
be entitled to receive additional quarterly rebates until March 2013.   
   
Smelting, refining and freight costs for the three months ended June 30, 2012 were $3.8 million compared to $2.1 million in the same period in 
2011 and for the six months ended June 30, 2012, costs were $6.7 million compared to $3.5 million in the prior year. The increase over the prior 
year for the three and six months ended June 30, 2012 is primarily due to more tonnes of concentrate being processed and higher smelter and 
refining treatment charges associated with the current smelter contract compared to the previous contract.  
   
For the three months ended June 30, 2012, royalty expense was $1.5 million compared to $1.9 million in the prior year. Royalty expense was 
lower in the current quarter due to lower revenue and higher smelter, refining and freight charges in the current year. Royalty expense was $3.1 
million for the six months ended June 30, 2012 compared to $3.0 million for the same period last year.  
   
Depreciation and amortization at the LDI mine for the three months ended June 30, 2012 was $4.9 million, compared to $2.6 million for the 
three months ended June 30, 2011. The increase over the prior year is due to a significant increase in depreciable assets associated with the LDI 
mine expansion. For the six months ended June 30, 2012, depreciation and amortization was $8.6 million compared to $4.3 million in the same 
period last year.  
   
Other charges at the LDI mine for the three months ended June 30, 2012 were $0.7 million, compared to $nil in the prior year quarter. These 
additional costs related to expenditures to mitigate the effects of flooding caused by an unprecedented rainfall in the Thunder Bay region in June, 
which was excluded from the cash cost per ounce 1 of $US429.  
    
1 Non-IFRS measure. Please refer to Non-IFRS Measures on pages 26-29.   
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Sleeping Giant Mill  
   
For the three months ended June 30, 2012, the mill did not process any ore from the Sleeping Giant gold mine, compared to the prior year when 
22,697 tonnes of ore were processed, producing 4,821 ounces of gold at an average gold head grade of 6.83 grams per tonne, with a gold 
recovery of 96.8% and mill availability of 93.4%.  
   
In the prior year, Sleeping Giant’s cash cost per ounce 1 was US$1,643 for the three months ended June 30, 2011 and production costs per tonne 
of ore milled were $337. For the six months ended June 30, 2012, Sleeping Giant’s cash cost per ounce 1 was US$1,236 (2011 – US$1,824) and 
production costs per tonne of ore milled were $339 (2011 - $416).  
   
At June 30, 2012, the mill contained approximately 1,534 ounces of gold being processed from Vezza that was included in inventory and valued 
at net realizable value. Despite the closure of the Sleeping Giant mine, the mill will continue to operate to process ore from the nearby Vezza 
mine.  
   
Vezza Gold Mine  
   
Late in the second quarter, the Company received the final production permit for its Vezza gold mine, and commenced mining the initial stoping 
panels. Although the grades encountered have been as expected, dilution has been higher than anticipated, and the daily mining rate is ramping 
up more slowly primarily due to longer stope preparation time. The Company is in the process of optimizing its mining techniques based on the 
early stoping results, with the objective of reducing dilution and stope preparation times by adding and improving long-hole benching techniques 
to complement alimak stope mining. The optimization is expected to improve the long-term production capabilities once the mine achieves 
commercial production, which is now not expected to occur until year-end.  
   
In the three months ended June 30, 2012, development expenditures totaled $8.6 million ($16.4 million for the six months ended June 30, 2012). 
Until the mine reaches commercial production, all costs associated with achievement of commercial production (net of pre-production revenue 
from gold sales) will be capitalized.  
   

   
General and administration  
The Company’s general and administration expenses for the three months ended June 30, 2012 were $3.2 million, comparable to $3.1 million in 
the prior year quarter. For the six months ended June 30, 2012, general and administration costs were $6.5 million, in line with prior year.  
   
1 Non-IFRS measure. Please refer to Non-IFRS Measures on pages 26-29.  
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Exploration  
Exploration expenditures for the three months ended June 30, 2012 were $4.0 million compared to $6.1 million in the prior year quarter. 
Exploration expenditures were $8.0 million for the six months ended June 30, 2012 compared to $10.0 million for the six months ended June 30, 
2011. Exploration expenditures are comprised as follows:  
   

   

   
Interest expense and other costs (income)  
Interest expense and other income for the three months ended June 30, 2012 was $1.3 million compared to income of $1.0 million in the prior 
year quarter. The current year balance includes an unrealized gain on palladium warrants of $2.3 million, a gain on the renouncement of flow-
through expenditures of $0.3 million, partially offset by accretion expense of $1.0 million and other interest charges of $0.2 million. The prior 
year balance includes a gain on renouncement of flow-through expenditures of $0.9 million.  
   
For the six months ended June 30, 2012, interest expense and other income was $0.4 million compared to income of $1.4 million in the prior 
year. The 2012 balance includes an unrealized gain on palladium warrants of $2.3 million, a gain on the renouncement of flow-through 
expenditures of $0.3 million, partially offset by accretion expense of $1.6 million, and other interest charges of $0.7 million. The 2011 amount 
includes a gain on renunciation of flow-through expenditures of $1.3 million and interest income of $0.6 million.  
   
Interest expense and other income include interest on finance leases, asset retirement obligation accretion, accretion expense on long-term debt, 
interest expense, unrealized gains/losses on palladium warrants, gains on renouncement of flow-through expenditures and interest income in the 
current and prior year periods.  
   

  
North American Palladium Ltd. 

    Three months ended June 30     Six months ended June 30   
    2012     2011     2012     2011   
Palladium operations                                 
Ontario exploration projects*   $ 2,764     $ 3,849     $ 5,939     $ 5,757   
Gold operations                                 
Quebec exploration projects**     571       2,251       1,477       4,232   
Other exploration expenses     634       -      547       (66 ) 
      1,205       2,251       2,024       4,166   
Corporate and other***     -      34       9       50   
Total exploration expenditures   $ 3,969     $ 6,134     $ 7,972     $ 9,973   

* Ontario exploration projects are comprised of LDI exploration projects, including the Cowboy, Outlaw and Sheriff/South Pit zones, North 
LDI, North VT Rim, South VT Rim, Legris Lake, Salmi Lake, Tib Lake, Shabaqua Gold and other grassroots exploration properties. 

** Other Quebec exploration projects are comprised of the Vezza, Sleeping Giant mine property, Flordin, Discovery, Dormex, Laflamme, and 
Prospect properties. 

*** Corporate and other includes Shebandowan. 
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Income and Mining Tax Expense (Recovery)  
The income and mining tax expense (recovery) for the three and six months ended June 30, are provided as follows:  
   

    
For the three months ended June 30, 2012, income and mining tax recovery was $0.1 million compared to a $0.2 million expense in the same 
period in 2011. In the current year, income and mining tax recovery includes mining interest temporary differences ($0.3 million), partially 
offset by Quebec mining duties expense ($0.2 million). The prior year balance includes Quebec mining duties expense ($0.1 million) and mining 
interest temporary differences ($0.1 million). Income and mining tax recovery for the six months ended June 30, 2012 was $0.2 million 
compared to an expense of $3.0 million in the same period last year. In the current year, income and mining tax recovery includes Quebec 
mining duties recovery ($0.9 million), partially offset by mining interest temporary differences ($0.7 million). The prior year balance includes 
Ontario transitional tax credits ($2.4 million) and mining interest temporary differences ($0.7 million).  
   
Net Income (loss)  
For the three months ended June 30, 2012, the Company reported a net loss of $3.1 million or $0.02 per share compared to net income of 
$5.4 million or $0.03 per share in the three months ended June 30, 2011. The increase in the net loss is primarily due to a lower realized 
palladium price in the current year.  
   
The Company reported a net loss of $4.0 million or $0.02 per share for the six months ended June 30, 2012, compared to a net loss of $4.9 
million or $0.03 per share in the prior year.  
   

  
North American Palladium Ltd. 

    Three months ended June 30     Six months ended June 30   
    2012     2011     2012     2011   
LDI palladium mine                                 
Ontario transitional tax credit   $ -    $ -    $ -    $ 2,387   
    $ -      -    $ -    $ 2,387   
Sleeping Giant gold mine and Vezza gold mine                                 
Quebec mining duties expense (recovery)   $ 187     $ 137     $ (911 )   $ 92   
Quebec income tax recovery     -      -      -      (107 ) 
Mining interests temporary difference expense (recovery)     (287 )     84       732       664   
    $ (100 )   $ 221     $ (179 )   $ 649   
Corporate and other                                 
Expiration of warrants     -      -      -    $ (3 ) 
      -      -      -    $ (3 ) 
Income and Mining Tax Expense (Recovery)   $ (100 )   $ 221     $ (179 )   $ 3,033   
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Summary of Quarterly Results  
(expressed in thousands of Canadian dollars except per share amounts)  
   

   

   
Sources and Uses of Cash  
   

   
Operating Activities  
   
For the three months ended June 30, 2012, cash provided by operations prior to changes in non-cash working capital was $3.7 million, compared 
to cash provided by operations of $11.4 million in the prior year, a decrease of $7.7 million. This decrease is primarily due to lower revenue 
($10.8 million), partially offset by lower production costs ($1.6 million). Cash provided by operations prior to changes in non-cash working 
capital was $7.9 million for the six months ended June 30, 2012, compared to cash provided by operations of $4.8 million in the prior year, an 
increase of $3.1 million.  
   
For the three months ended June 30, 2012, changes in non-cash working capital resulted in a use of cash of $3.0 million compared to a use of 
cash of $7.2 million in the prior year. The 2012 balance of $3.0 million is primarily due to an increase in accounts receivable ($5.2 million), 
partially offset by an increase in accounts payable and accrued liabilities ($0.5 million), a decrease in other assets ($0.8 million) and an increase 
in taxes payable ($0.9 million). Changes in non-cash working capital for the six months ended June 30, 2012 used cash of $2.5 million compared 
to cash provided of $4.2 million in the prior year. The 2012 balance is primarily due to an increase in accounts receivable ($11.4 million), 
partially offset by a decrease in other assets ($5.1 million), a decrease in inventory ($1.0 million) and an increase in accounts payable and 
accrued liabilities ($3.2 million).  
   
1 Non-IFRS measure. Please refer to Non-IFRS Measures on pages 26-29.  
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    2012     2011     2010   

    Q2     Q1     Q4     Q3     Q2     Q1     Q4     Q3   
Revenue   $ 40,565     $ 44,582     $ 44,050     $ 38,310     $ 51,398     $ 36,714     $ 39,502     $ 38,451   
Production costs     27,214       27,551       33,120       28,928       28,783       30,427       6,057       20,452   
Gold assets impairment charge     -      -      49,210       -      -      -      -      -  
Exploration expense     3,969       4,003       4,738       1,956   
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