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Units

North American Palladium Ltd.

North American Palladium Ltd. ("we" or the "Company") is selling all of the units (the "Units"). Each Unit consists of one common share, no par value, of
the Company (a "Common Share") and one-half of one Common Share purchase warrant (a "Warrant"). Each whole Warrant will entitle the holder to purchase
one Common Share at a price of US$ , subject to adjustment, at any time on or prior to two years from the date of the closing of this offering. The Common
Shares and the Warrants comprising the Units will mandatorily separate after the closing of this offering.

The Common Shares trade on the American Stock Exchange ("AMEX") under the symbol "PAL" and on the Toronto Stock Exchange (the "TSX") under the
symbol "PDL." The Company anticipates that the Warrants will be listed on AMEX under the symbol "PAL.WS" and on the TSX under the symbol "PDL.WT.U."
On November 26, 2007, the last sale price of the Common Shares as reported on AMEX and the TSX was US$6.02 and Cdn$5.96 per share, respectively.

Investing in the Units involves risks that are described in the ''Risk Factors'' section beginning on page S-15
of this prospectus supplement and on page 46 of the accompanying prospectus.

Per Unit Total
Public offering price US$ US$100,000,000
Underwriting commission US$ US$6,000,000
Proceeds, before expenses, to the Company US$ US$94,000,000

Kaiser-Francis Oil Company ("KFOC") and IP Synergy Finance Inc. ("IP Synergy") each has a pre-existing right to subscribe for up to 12.5% of this offering
at the public offering price. In the event that KFOC and/or IP Synergy exercise their pre-existing right to participate in this offering, the size of this offering will be
increased so that the number of Units to be sold to the public in this offering is not reduced as a result of the exercise of the pre-existing right. A reduced
commission of US$ per Unit will be paid to the underwriters for those Units purchased by KFOC and IP Synergy pursuant to their pre-existing right. If
KFOC and IP Synergy exercise their pre-existing participation right in full, the total public offering price will be US$133.3 million, the total underwriting
commission will be approximately US$6.8 million and the total proceeds, before expenses, to the Company will be approximately US$126.5 million. See
"Company KFOC and IP Synergy Pre-existing Right to Participate in this Offering."

The underwriters may also purchase up to an additional Units from the Company at the public offering price, less the underwriting commission, within
30 days from the date of this prospectus supplement to cover overallotments. Each of KFOC and IP Synergy has a pre-existing right to subscribe at the public
offering price for an additional number of Units based on the percentage of the overallotment option equal to its respective participation in this offering. A reduced
commission of US$ per Unit will be paid to the underwriters for those Units purchased by KFOC and IP Synergy pursuant to this additional
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participation right. The public offering price for the Units offered in the United States is payable in U.S. dollars, and the public offering price for the Units offered
in Canada is payable in Canadian dollars at the Canadian dollar equivalent of the U.S. dollar public offering price based on the prevailing exchange rate on the
date of the final prospectus supplement.

This offering is made by a Canadian issuer that is permitted, under a multi-jurisdictional disclosure system adopted by the
United States and Canada, to prepare this prospectus supplement and the accompanying prospectus in accordance with Canadian
disclosure requirements. Prospective investors should be aware that such requirements are different from those of the United States.
Financial statements included or incorporated herein and therein have been prepared in accordance with Canadian generally accepted
accounting principles, and are subject to Canadian auditing and auditor independence standards, and thus may not be comparable to
financial statements of United States companies.

Prospective investors should be aware that the acquisition of the securities described herein may have tax consequences both in the
United States and in Canada. Such consequences for investors who are resident in, or citizens of, the United States or Canada may not
be described fully herein. See ''Income Tax Considerations."

The enforcement by investors of civil liabilities under United States federal securities laws may be adversely affected by the fact
that the Company is incorporated under the federal laws of Canada, that most of its officers and directors are residents of Canada, that
some or all of the underwriters or experts named in the registration statement to which this prospectus supplement and the
accompanying prospectus relate are residents of a foreign country, and that a substantial portion of the assets of the Company and said
persons is located outside the United States.

Neither the U.S. Securities and Exchange Commission nor any state or Canadian securities commission or regulator has approved
or disapproved of these securities, passed upon the accuracy or adequacy of this prospectus supplement or the accompanying
prospectus or determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

The Units will be ready for delivery on or about , 2007.

Merrill Lynch & Co.

BMO Capital Markets
HSBC Securities (USA) Inc.

UBS Investment Bank

The date of this prospectus supplement is , 2007.
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This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this offering of Units and
also adds to and updates certain information contained in the accompanying base shelf prospectus, dated November 16, 2007, and the documents
incorporated by reference herein and therein. The second part is the accompanying base shelf prospectus, which gives more general information,
some of which may not apply to this offering. This prospectus supplement is deemed to be incorporated by reference into the accompanying
prospectus solely for the purposes of this offering. If the description of the Common Shares and Warrants varies between this prospectus
supplement and the accompanying prospectus, you should rely on the information in this prospectus supplement. In this prospectus supplement,
all capitalized terms used and not otherwise defined herein have the meanings provided in the accompanying prospectus.

Unless stated otherwise or the context otherwise requires, references in this prospectus supplement and the accompanying prospectus to

non non

"North American Palladium," the "Company," "we," "us," and "our" includes North American Palladium Ltd. and each of its subsidiaries.

You should rely only on the information contained in or incorporated by reference in this prospectus supplement and the accompanying
prospectus. We have not, and the underwriters have not, authorized any other person to provide you with different information. If anyone
provides you with different or inconsistent information, you should not rely on it. We are not, and the underwriters are not, making an offer to
sell these securities in any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this
prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein and therein is accurate only as of their
respective dates. Our business, financial condition, results of operations and prospects may have changed since those dates.

CURRENCY AND FINANCIAL STATEMENT PRESENTATION

Unless stated otherwise or the context otherwise requires, all references to dollar amounts in this prospectus supplement, the accompanying
prospectus and any document incorporated by reference herein or therein are references to Canadian dollars. References to "$" or "Cdn.$" are to
Canadian dollars and references to "USS$" are to U.S. dollars. See "Exchange Rate Information." Unless otherwise indicated, all financial
information included or incorporated by reference in this prospectus supplement, the accompanying prospectus and the documents incorporated
by reference herein and therein has been prepared in accordance with Canadian generally accepted accounting principles ("Canadian GAAP").
The Company's financial statements that are incorporated by reference into this prospectus supplement and the accompanying prospectus have
been reconciled to generally accepted accounting principles in the United States ("U.S. GAAP"), as described therein. For a discussion of the
principal differences between Canadian GAAP and U.S. GAAP as they apply to our financial statements, you should refer to our supplementary
schedule of "Reconciliation to Accounting Principles Generally Accepted in the United States" in accordance with Item 18 of Form 20-F for the
year ended December 31, 2006 and the unaudited Item 18 "Reconciliation to Accounting Principles Generally Accepted in the United States" for
the three and nine month periods ended September 30, 2007, each as incorporated by reference into this prospectus supplement.

CAUTIONARY NOTE TO UNITED STATES INVESTORS

This prospectus supplement and the accompanying prospectus have been prepared in accordance with the requirements of Canadian
securities laws, which differ from the requirements of United States securities laws. Unless otherwise indicated, all reserve and resource
estimates included in this prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein and therein
have been prepared in accordance with Canadian National Instrument 43-101  Standards of Disclosure for Mineral Projects ("NI 43-101") and
the Canadian Institute of Mining, Metallurgy and Petroleum classification system. NI 43-101 is a rule developed by the Canadian
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Securities Administrators that establishes standards for all public disclosure an issuer makes of scientific and technical information concerning
mineral projects.

Canadian standards, including NI 43-101, differ significantly from the requirements of the United States Securities and Exchange
Commission (the "SEC"), and reserve and resource information contained in or incorporated by reference into this prospectus supplement and
the accompanying prospectus may not be comparable to similar information disclosed by U.S. companies. In particular, and without limiting the
generality of the foregoing, these documents use the terms "measured resources," "indicated resources" and "inferred resources." U.S. investors
are advised that, while such terms are recognized and required by Canadian securities laws, the SEC does not recognize them. Under
U.S. standards, mineralization may not be classified as a "reserve" unless the determination has been made that the mineralization could be
economically and legally produced or extracted at the time the reserve determination is made. U.S. investors are cautioned not to assume that
any part of a "measured resource” or "indicated resource" will ever be converted into a "reserve." U.S. investors should also understand that
"inferred resources” have a great amount of uncertainty as to their existence and as to their economic and legal feasibility. It cannot be assumed
that all or any part of "inferred resources"” exist, are economically or legally mineable or will ever be upgraded to a higher category. Under
Canadian rules, estimated "inferred resources" may not form the basis of feasibility or pre-feasibility studies except in rare cases. Disclosure of
"contained ounces" in a mineral resource is permitted disclosure under Canadian regulations. However, the SEC normally only permits issuers to
report mineralization that does not constitute "reserves" by SEC standards as in place tonnage and grade, without reference to unit measures. The
requirements of NI 43-101 for identification of "reserves" are also not the same as those of the SEC, and reserves reported by North American
Palladium in compliance with NI 43-101 may not qualify as "reserves" under SEC standards. Accordingly, information concerning mineral
deposits set forth in this prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein and therein
may not be comparable with information made public by companies that report in accordance with U.S. standards.

See "Glossary of Mining Terms" in the accompanying prospectus for a description of certain of the mining terms used in this prospectus
supplement, the accompanying prospectus and the documents incorporated by reference herein and therein.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein and therein contain
forward-looking statements within the meaning of the "safe harbor" provisions of the U.S. Private Securities Litigation Reform Act of 1995 and

the securities legislation of certain of the provinces of Canada, including the Securities Act (Ontario). Forward-looking statements are
necessarily based on estimates and assumptions made by the Company in light of its experience and perception of historical trends, current
conditions and expected future developments, as well as other factors it believes are appropriate in the circumstances. These estimates and
assumptions are inherently subject to significant business, economic, competitive and other uncertainties and contingencies, many of which,
with respect to future events, are subject to change. These uncertainties and contingencies could cause actual results to differ materially from
those expressed or implied in any forward-looking statements made by the Company, or on its behalf.

In making the forward-looking statements in this prospectus supplement, the accompanying prospectus and the documents incorporated by
reference herein and therein, the Company has made several assumptions that it believes are appropriate, including, but not limited to, the
assumption that:

market fundamentals will result in reasonable demand and prices for palladium and by-product metals;
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mine plan scenarios will be viable and that exploration and development work, including at the Offset High Grade Zone
(the "OHGZ"), the Shebandowan West Project and the Arctic Platinum Project (the "APP"), will proceed as expected;

the Company will not be subject to any environmental disasters, significant litigation, significant regulatory changes or
significant labor disruptions;

the integrated operation of the underground mine and the open pit mine at Lac des Iles will remain operationally and
economically viable;

the advice the Company has received from its consultants and advisors relating to matters such as mineral reserves and
mineral resources, environmental requirements and certain legal proceedings is reliable and correct and, in particular, that
the models, dilution strategies and mining recovery estimates used to calculate mineral reserves and mineral resources are
appropriate and accurate; and

financing will be available on reasonable terms.

We cannot assure you that any of these assumptions will prove to be correct.

non non non non

estimate," "may," "could," "would," "might,

non

"o non

The words "expect," "anticipate, will," "should," "intend," "believe," "target," "budget,"
"plan," "strategy," "goals," "objectives," "projection” or the negative of any of these words and similar expressions are intended to identify
forward-looking statements. Information concerning mineral reserve and mineral resource estimates also may be considered forward-looking
statements, as such information constitutes a prediction of what mineralization might be found to be present if and when a project is actually
developed or as development continues. In light of the risks and uncertainties inherent in all forward-looking statements, the inclusion or
incorporation by reference of forward-looking statements in this prospectus supplement and the accompanying prospectus should not be
considered as a representation by the Company or any other person that the Company's objectives or plans will be achieved. Numerous factors
could cause the Company's actual results to differ materially from those expressed or implied in the forward-looking statements, including the
following, which are discussed in greater detail under the heading "Risk Factors" in this prospectus supplement and the accompanying
prospectus, and elsewhere in this prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein
and therein:

fluctuations in commodity prices;

fluctuations in foreign currency exchange rates, particularly the Canadian dollar/U.S. dollar exchange rate;

the ability of the Company to meet production volume or operating cost estimates;

the accuracy of mineral reserve and mineral resource estimates;

demand for, and cost of, exploration, development and construction services and equipment;

risks related to future exploration;

the Company's history of losses and the possibility of future losses;

inherent risks and hazards associated with mining and processing operations;
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the ability of the Company to maintain projected production levels at the Lac des Iles mine;

interruption of operations at the Lac des Iles mine;

uncertainty related to title of the Company's mineral properties;

the Company's dependence on a third party for smelting and refining its metal;

increased competition for exploration, development and construction services and equipment;
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the risk that the Company may not satisfy the conditions to the earn ins for each of the Shebandowan West Project and the
APP or that these properties will not be managed in a way favorable to the Company;

the ability of the Company to obtain external financing to explore and develop its properties;

employment disruptions, including the failure to renew on acceptable terms or at all the collective agreement between the
Company and the United Steelworkers of America;

costs of complying with environmental laws and regulations;

costs of complying with other government regulations;

the risk that permits and regulatory approvals necessary to develop and operate mines on the Company's properties will not
be available on a timely basis, on reasonable terms or at all;

risk associated with the process of obtaining and renewing governmental permits;

the ability of the Company to successfully renew mineral claims in Finland;

competition from larger suppliers of platinum group metals and from potential new sources of platinum group metals;

the development of new technology or new alloys that could reduce the demand for palladium or platinum;

loss of key personnel;

the ability of the Company to comply with the terms of its credit facilities and the Convertible Notes due 2008;

the ability of the Company's principal shareholder to control the Company;

risk related to hedging strategy;

lack of infrastructure necessary to develop the Company's projects;

risks the Company faces in pursuing exploration activities abroad;

risks involved in current or future litigation or regulatory proceedings; and

the ability of the Company to maintain adequate internal control over financial reporting.

These factors should be considered carefully, and readers should not place undue reliance on the Company's forward-looking statements.
The Company believes that the expectations reflected in the forward-looking statements contained in this prospectus supplement, the
accompanying prospectus and the documents incorporated by reference herein and therein are reasonable, but no assurance can be given that
these expectations will prove to be correct. In addition, although the Company has attempted to identify important factors that could cause actual
actions, events or results to differ materially from those described in forward-looking statements, there may be other factors that cause actions,
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events or results not to be as anticipated, estimated or intended. The Company undertakes no obligation to release publicly any future revisions

to forward-looking statements to reflect events or circumstances after the date of this prospectus supplement or to reflect the occurrence of
unanticipated events, except as required by law.

S-4
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EXCHANGE RATE INFORMATION

The following table sets forth (i) the rates of exchange for Canadian dollars, expressed in U.S. dollars, in effect at the end of each of the
periods indicated, (ii) the high and low exchange rates during each of the periods indicated and (iii) the average of such exchange rates on the
last day of each month during such periods. These rates are based on the inverse of the noon buying rate in the City of New York for cable
transfers in Canadian dollars as certified for customs purposes by the Federal Reserve Bank of New York (the "Noon Buying Rate"). On
November 26, 2007, the inverse of the Noon Buying Rate was $1.00 per US$1.0125.

Nine Months Ended
Year Ended December 31, September 30,
2002 2003 2004 2005 2006 2006 2007
End of period 0.6359 0.7704 0.8320 0.8605 0.8576 0.8947 1.0041
High 0.6618 0.7733 0.8493 0.8695 0.9102 0.9013 0.9388
Low 0.6198 0.6355 0.7160 0.7878 0.8533 0.8640 0.8504
Average" 0.6370 0.7205 0.7719 0.8282 0.8847 0.8784 0.8812

Notes:

€]

The average of the inverse of the Noon Buying Rate on the last day of each month during the applicable period.
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INDUSTRY OVERVIEW
Platinum Group Metals

Palladium is one of the six platinum group metals ("PGMs"), along with platinum, rhodium, ruthenium, iridium and osmium.
Economically, the three most significant PGMs are palladium, platinum and rhodium. The primary use for palladium is in the manufacture of
catalytic converters in the automotive industry. It is also used in the manufacture of jewellery and electronics, and in dental and chemical
applications.

Supply

Palladium is typically produced as a by-product metal from platinum mines. Most of the world's palladium is produced in Russia (35%), the
Republic of South Africa (34%) and North America (12%).

Global supply of palladium increased by approximately 3.1% in 2006 to 8,437,000 ounces. Of this total, mine production accounted for
approximately 7,030,000 ounces (an increase of 9.6% from the prior year) and secondary recovery of palladium accounted for approximately
1,407,000 ounces.

Demand

Global demand for palladium increased by approximately 11.0% in 2006 to approximately 7,722,000 ounces, primarily as a result of the
strong performance of the industries that use palladium and the relative attractiveness and affordability of palladium compared to substitutes
(such as platinum, rhodium and gold). The year 2006 represented the third consecutive year of double-digit growth in palladium demand, and the
fifth consecutive year of growth in palladium demand overall.

Approximately 50% of the global demand for palladium in 2006 stemmed from the automotive industry. The majority of the balance of
palladium demand in 2006 stemmed from electronics (16%), jewellery (4%), Chinese demand for electronics and jewellery (10%), dental
applications (13%) and other chemical applications (5%).

The primary use for palladium in the automotive industry is in the manufacture of catalytic converters, which reduce harmful vehicle
exhaust emissions by converting them into less harmful carbon dioxide, nitrogen and water vapor. Palladium, platinum and rhodium are primary
components in catalytic converters. The demand for palladium in the automotive industry has more than doubled in the last ten years due to the
larger number of vehicles being manufactured and the tightening of emissions standards that require the use of catalytic converters. Catalytic
converters are now included in over 96 percent of new cars. With the palladium price currently substantially below that of platinum, automakers
have a strong financial incentive to switch their catalyst formulations for gasoline vehicles from those based on platinum to palladium.

Palladium is also extensively used in the manufacture of jewellery and may be used either on its own or as an alloy in "white gold." In the
electronics industry, palladium is used mainly in the production of multi-layer ceramic capacitors, which are used in electrical components for
cellular telephones, personal and notebook computers, fax machines and home electronics. In the dental industry, palladium is widely used in
alloys for dental restoration. Additionally, various chemical applications use palladium, including the manufacture of paints, adhesives, fibers
and coatings. Palladium is also used in the manufacture of polyester.

A further macroeconomic trend has been increased investor demand for palladium by virtue of its association with other precious metals
(e.g., platinum and rhodium). Strong investor sentiment for these precious metals has provided support for a favorable palladium pricing
environment.

12
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Historical Palladium Price Performance

Since January 1, 2005, the price of palladium has approximately doubled as a result of strong demand, most notably in the automotive
industry.

Historical Palladium Prices (US$/0z)

Source: Bloomberg, as at November 22, 2007
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COMPANY
Overview of North American Palladium's Business

North American Palladium is Canada's only primary producer of PGMs, producing an estimated 4% of annual global palladium production.
While the majority of the Company's revenue is derived from the sale of palladium, the Company also generates a considerable portion of its
revenue from the sale of platinum, nickel, gold, and copper, all of which are by-products of the Company's palladium mining operations. North
American Palladium's principal properties and projects are the Lac des Iles property (including the Lac des Iles mine and the OHGZ), the
Shebandowan West Project and the APP.

Lac des Iles Property
Lac des Iles mine

The Company owns and operates the Lac des Iles mine located 85 kilometers from Thunder Bay, Ontario, Canada. The Lac des Iles mine
consists of an open pit mine, an underground mine and two processing plants (one of which is currently idle). The primary deposit on the
property is the Roby Zone, a disseminated magmatic nickel-copper-PGM deposit. The Company began mining the Roby Zone in 1993 using
open pit mining methods. In April 2006, an underground mine went into commercial production to access a higher grade portion of the Roby
Zone. In 2006, the Company produced 237,338 ounces of palladium from the Lac des Iles mine and in the ten months ended October 31, 2007,
the Company produced 238,744 ounces of palladium from the Lac des Iles mine. In order to further extend the mine life of the open pit, the
Company is currently assessing the economic viability of a southern extension of the open pit, which could generate additional operating
cash flow.

Offset High Grade Zone

The OHGZ is located on the Lac des Iles property and was discovered by the Company's exploration team in 2001. The OHGZ is believed
to be the fault displaced continuation of the Roby Zone mineralization and is located below and approximately 250 meters to the west of the
Roby Zone. A mineral resource estimate prepared by Scott Wilson Roscoe Postle Associates Inc. ("Scott Wilson RPA") in October 2007
estimated that the OHGZ has more than three times the mineral resources of the current underground mine at the Roby Zone at similar grades,
while still being open along strike to the north, south and at depth. An exploration drilling program to search for the depth extent of the OHGZ is
currently in progress and a program of in-fill drilling to upgrade the classification of the mineral resources found in the upper third of this
deposit is nearing completion. In September 2007, the Company engaged a team of third party consultants to prepare a preliminary economic
assessment that will review possible mine development scenarios for the OHGZ.

Shebandowan West Project

The Shebandowan West Project contains a series of nickel-copper-PGM mineralized bodies and is located approximately 100 kilometers
southwest of the Company's Lac des Iles mine. The project encompasses three shallow mineralized zones known as the West, Road and "D"
zones, located immediately to the west of the former producing Shebandowan mine, in an area known as the Shebandowan West district. The
Shebandowan West Project is part of a larger property totaling approximately 7,842 hectares that includes the former producing Shebandowan
mine and the surrounding Haines and Conacher properties, over which the Company is entitled to earn up to a 50% interest pursuant to an
agreement with CVRD Inco Limited. Management believes that it will satisfy the conditions of its earn-in right by the end of 2007. Management
is considering a mine development scenario for the Shebandowan West Project that would entail excavation of the mineralization from the
Shebandowan West Project by means of ramp-accessed underground mining methods at a rate of 500 to 1,000 tonnes per day, crushing the
material on site and transporting it by truck to the Lac des Iles
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property for processing at a refurbished mill. If plans proceed as expected, production at the Shebandowan West Project could commence
in 20009.

Arctic Platinum Project

The APP is comprised of a series of advanced stage nickel-copper-PGM exploration projects located approximately 60 kilometers south of
the city of Rovaniemi, Finland. The Company is party to an agreement with subsidiaries of Gold Fields Limited of South Africa entitling it to
earn up to a 60% interest in the APP. Management believes that the Company will satisfy the conditions of its earn-in right by August 31, 2008,
which will include completion of a re-scoping study and exploration program, completion of a feasibility study, and the preparation of the initial
form of development proposal and associated budget.

To date, three areas of the APP have been explored by North American Palladium: (i) the Suhanko projects, which cover approximately
17 kilometers of stratigraphy that the Company believes is favorable for nickel-copper-PGM mineralization; (ii) the Narkaus project, which
covers approximately 20 kilometers of stratigraphy that the Company believes is favorable for nickel-copper-PGM mineralization and which is
located approximately 30 kilometers northeast of the Suhanko projects; and (iii) the Penikat project, which covers approximately 27 kilometers
of stratigraphy that the Company believes is favorable for nickel-copper-PGM mineralization and which is located approximately 35 kilometers
to the southwest of the Suhanko projects. At Suhanko, the Company is studying a development scenario consisting of two open pit mines at two
of the deposits, which are located three kilometers from each other. Under this scenario, the nickel-copper-PGM bearing material would be
processed through a centrally located concentrator at a nominal throughput rate of five million tonnes per year. Additionally, management
believes that the economics of the development scenario might be enhanced by the development of two higher grade deposits at the Narkaus
project. A scoping study on the Suhanko projects completed by Aker Kvaerner in October 2007 indicated that the mineral resources could
potentially support a 20-year mine life at 7.5 million tones per annum. To this end, the Company has retained Aker Kvaerner to prepare a
definitive feasibility study for the Suhanko projects.

Other Exploration

North American Palladium holds a number of mineral claims in Ontario and from time-to-time enters into confidentiality agreements to
review data pertaining to PGM or nickel properties held by junior exploration companies.

KFOC and IP Synergy Pre-existing Right to Participate in this Offering

As of the date of this prospectus supplement, management estimates that KFOC holds approximately 48.3% of the Company's issued and
outstanding Common Shares and IP Synergy holds approximately 1.0% of the Company's issued and outstanding Common Shares. Pursuant to
the terms of the securities purchase agreement dated March 24, 2006 between the Company, KFOC and IP Synergy relating to the Company's
Convertible Notes due 2008, KFOC and IP Synergy each has a right (for so long as any notes are outstanding) to subscribe at the public offering
price for up to 12.5% of the total equity securities being offered by the Company. If either KFOC or IP Synergy subscribes for less than its
12.5% share, the unused right shall then be offered to the non-declining party, KFOC or IP Synergy, as the case may be. To the extent that
KFOC and/or IP Synergy exercise such right, the size of this offering will be increased so that the number of Units to be sold to the public in this
offering is not reduced as a result of the exercise of the pre-existing right. As a result, up to an additional Units may be issued in
connection with this offering. If KFOC and IP Synergy exercise their pre-existing right in full, the total public offering price will be
US$133.3 million, the total underwriting commission will be approximately US$6.8 million and the total proceeds, before expenses, to the
Company will be approximately US$126.5 million. Each of KFOC and IP Synergy also has a pre-existing right to subscribe at the public
offering price for an additional number of Units based on the percentage of the overallotment option equal to its respective participation in this
offering.
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OFFERING

The following summary contains basic information about this offering and is not intended to be complete. It does not contain all the
information that is important to you. You should carefully read this entire prospectus supplement, the accompanying prospectus and the
documents incorporated by reference herein and therein before making an investment decision. Unless otherwise indicated, the information in
this prospectus supplement assumes that the underwriters will not exercise their overallotment option to purchase additional Units and that
KFOC and IP Synergy will not exercise their pre-existing right to each subscribe for up to 12.5% of this offering, as described under
"Company KFOC and IP Synergy Pre-existing Right to Participate in this Offering."”

Issuer North American Palladium Ltd.

Securities offered Units. Each Unit is comprised of one Common Share and one-half
of one Warrant. Each whole Warrant entitles the holder to purchase one
Common Share at an exercise price of US$ per Common Share,

subject to adjustment, at any time on or prior to two years from the date
of the closing of this offering.

Issue price US$ per Unit (Cdn$ per Unit).
Warrant exercise price US$
Warrant expiration date , 2009.

Common Shares outstanding

before this offering™ 56,377,791 Common Shares.
Common Shares outstanding Common Shares if all of the Warrants offered hereby are
after this offering® exercised ( Common Shares if KFOC and IP Synergy exercise

their pre-existing right to each subscribe for 12.5% of this offering as
described under "Company KFOC and IP Synergy Pre-existing Right to
Participate in this Offering"). If the overallotment option is exercised in
full and all of the Warrants offered hereby and thereby are

exercised, Common Shares will be outstanding after this offering
( Common Shares if KFOC and IP Synergy exercise their
pre-existing right to each subscribe for 12.5% of this offering as
described under "Company KFOC and IP Synergy Pre-existing Right to
Participate in this Offering", including in relation to the overallotment
option).

(1)
Based on Common Shares outstanding as of November 26, 2007. This figure excludes: (i) 356,433 Common Shares reserved for issuance pursuant to
outstanding stock options as at November 26, 2007, which are exercisable at a weighted average exercise price of $9.89 per Common Share,
(i) Common Shares reserved for issuance upon the exercise of the Series I and Series II Warrants and (iii) Common Shares reserved for issuance in
connection with our Convertible Notes due 2008, including the Common Shares expected to be issued in connection with the December 1, 2007
payment date.

S-10
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KFOC and IP Synergy each has a right to subscribe at the public offering
price for up to 12.5% of this offering. If either KFOC or IP Synergy
subscribes for less than its 12.5% share, the unused right shall then be
offered to the non-declining party, KFOC or IP Synergy, as the case may
be. To the extent that KFOC and/or IP Synergy exercise such right, the
size of this offering will be increased so that the number of Units to be
sold to the public in this offering is not reduced as a result of the exercise
of the pre-existing right. As a result, up to an additional Units may
be issued in connection with this offering. See "Company KFOC and
IP Synergy Pre-existing Right to Participate in this Offering."

The underwriters have been granted an overallotment option to purchase
up to additional Units at the public offering price set forth on the
cover of this prospectus supplement. The overallotment option is
exercisable for 30 days from the date of this prospectus supplement. Each
of KFOC and IP Synergy has a pre-existing right to subscribe at the
public offering price for an additional number of Units based on the
percentage of the overallotment option equal to its respective
participation in this offering. See "Underwriting."

The Company estimates that net proceeds from this offering will be
approximately US$92.5 million (approximately US$106.6 million if the
underwriters exercise their overallotment option in full, or approximately
US$144.0 million if KFOC and/or IP Synergy exercise their pre-existing
participation right in full, including in relation to the overallotment
option), after deducting the underwriting commissions and estimated
expenses. The Company plans to use the net proceeds received from the
sale of the Units to fund the growth and development of its operations
and, in particular, to advance the OHGZ, the Shebandowan West Project
and the APP. In addition, certain of the net proceeds may be used for
general corporate purposes, including possible acquisitions. The
Company may also use the net proceeds for the repayment of
indebtedness. See "Use of Proceeds."

The Common Shares are listed on AMEX under the symbol "PAL" and
on the TSX under the symbol "PDL." The Company has applied to list
the Common Shares and Warrants being sold pursuant to this prospectus
supplement and the Common Shares issuable upon exercise of the
Warrants on AMEX and the TSX. The TSX has conditionally approved
the listing of the Common Shares, Warrants and Common Shares
issuable upon exercise of the Warrants. Listing is subject to the Company
fulfilling all of the requirements of the TSX on or before February 1,
2008, including, in the case of the Warrants, distribution to a minimum
number of public securityholders.

See "Risk Factors" on page S-15 of this prospectus supplement and on
page 46 of the accompanying prospectus for a discussion of factors you
should carefully consider before deciding to invest in the Units.

S-11
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SUMMARY OPERATING DATA

The following table sets forth summary operating data for the Company for the periods indicated.

Year ended December 31, Nine months ended September 30,

2004 2005 2006 2006 2007
Operating Data
Production
Palladium production ounces 308,931 177,167 237,338 164,097 214,739
Platinum production ounces 25,128 18,833 22,308 15,796 18,713
Gold production  ounces 25,679 14,308 17,237 12,128 14,756
Nickel production 1bs 4,320,970 2,353,227 2,721,042 1,856,600 2,262,625
Copper production lbs 7,836,183 5,514,670 5,155,588 3,734,137 4,092,367
Total cash costs
Total cash costs per ounce” Us$ 159 US$ 359 US$ 201 US$ 243  US$ 146
Realized prices per unit of production
Palladium per ounce US$ 325 US$ 230 US$ 319 US$ 317 US$ 356
Platinum per ounce 831 815 1,140 1,153 1,298
Gold per ounce 417 442 610 599 692
Nickel perlb 6.11 6.60 11.68 9.83 17.24
Copper per Ib 1.24 1.50 3.02 3.10 3.36

Notes:

)
Total cash costs per ounce is not a recognized measure under Canadian GAAP. For a reconciliation of this measure to the most comparable financial
measures calculated and presented in accordance with Canadian GAAP, see the Company's management's discussion and analysis incorporated by
reference into this prospectus supplement and the accompanying prospectus.

S-12
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SUMMARY RESERVE AND RESOURCE DATA
Mineral Reserve and Mineral Resource Estimates

The table below sets forth estimated mineral reserves and resources as at June 30, 2007 for the Lac des Iles mine (including the OHGZ), as
at August 9, 2007 for the Shebandowan West Project and as at September 1, 2006 for the APP, in each case as calculated pursuant to NI 43-101.
The information under the heading "North American Palladium Projected Share of Project Resources" assumes a net inventory to North
American Palladium of 50% for the Shebandowan West Project and 60% for the APP. Assuming successful completion of its earn-in
requirements at the Shebandowan West Project, the Company's interest is initially expected to be 50%, which could be reduced to 40% upon the
exercise by CVRD Inco of a claw-back right. Assuming successful completion of its earn-in requirements at the APP, the Company's interest is
initially expected to be 60%, which could be reduced to 50% upon the exercise by Gold Fields of a claw-back right.

Lac des Iles Reserves(V®®

Property Reserves Tonnes Pd Pt Au Cu Ni Pd Pt
(000) (g/t) (g/t) (g/t) (%) (%) (000 0z) (000 oz)
Open Pit Proven 4,729 2.27 0.22 0.19 0.076 0.074 346 33
Probable 7,573 1.67 0.17 0.13 0.052 0.062 406 41
Proven and Probable 12,302 1.90 0.19 0.15 0.061 0.067 752 74
Underground Probable 2,635 6.58 0.39 0.32 0.063 0.078 558 33

North American Palladium Share of Project Resources?®®

Property Resources Tonnes Pd Pt Au Cu Ni Pd Pt
(000) (g/t) (g/t) (g/t) (%) (%) (000 0z) (000 oz)
LDI Open Pit™™ Measured 8,909 1.77  0.23 0.13 0.062 0.053 507 66
Indicated 14,775 1.30 0.16  0.10 0.044 0.053 616 78
Measured and Indicated 23,684 148 019 0.11 0.050 0.053 1,123 143
Inferred 135 273 019 0.11 0.043 0.037 12 1
LDI Underground® Indicated 4517 597 039 038 0.105 0.118 867 57
Inferred 12,794 525 038 037 0.108 0.124 2,161 155
Shebandowan®© Measured 368 1.19 037 022 0.66 0.89 14 4
Indicated 924 1.05 0.33 0.23 0.60 0.92 31 10
Measured and Indicated 1,292 1.09 0.34 0.23 0.62 0.91 45 14
Inferred 171 0.97 0.27 0.18 0.61 1.11 5 2
APPO® Measured 27,644 1.08 026 0.11 0.17 0.07 960 231
Indicated 63,857 1.06 024 0.12 0.20 0.08 2,176 493
Measured and Indicated 91,501 1.07 025 0.12 0.19 0.08 3,148 735
Inferred 15,239 1.04 0.25 0.11 0.17 0.07 510 122
Notes:

@
The mineral reserve and resource estimates for the Lac des Iles property were prepared by Graham Clow, Leo Hwozdyk, Deborah A. McCombe and
Ian T. Blakley of Scott Wilson RPA (all "qualified persons" under NI 43-101), using a cut-off grade of 1.1 g/t Pd for the open pit and 4.5 g/t Pd for the
underground, assuming long-term prices of US$325/0z Pd, US$1,000/0z Pt, US$550/0z Au, US$11/lb Ni and US$2.50/Ib Cu. OHGZ indicated and
inferred resource estimates from February 2007 are included in the LDI Underground figures and are based on a 3.6 g/t Pd equivalent cut-off grade.

@

Due to rounding differences, total contained ounces of measured and indicated resources of Pd and Pt may not be equal to the sum of these two mineral
resource categories.

19



Edgar Filing: NORTH AMERICAN PALLADIUM LTD - Form SUPPL

S-13

20



©)

4

&)

(6)

)

®)

Edgar Filing: NORTH AMERICAN PALLADIUM LTD - Form SUPPL

Pd and Pt ounces are stated as contained ounces. Disclosure of contained ounces is permitted under Canadian regulations, however, the SEC generally
permits resources to be reported only as in place tonnage and grade. See "Cautionary Note to United States Investors."

Although "Measured Resources," "Indicated Resources" and "Inferred Resources" are categories of mineralization that are recognized and required to
be disclosed by Canadian regulators, the SEC does not recognize them. Mineral resources that are not mineral reserves do not have demonstrated
economic viability. See "Cautionary Note to United States Investors."

The mineral resource estimates for the Shebandowan West Project were prepared by F.H. Brown, CPG, Pr. Sci. Nat. (a "qualified person" under
NI 43-101) using a cut-off grade of US$60.00 NSR and 18-month trailing average metal prices of US$300/0z Pd, US$750/0z Pt, US$400/0z Au,
US$7/1b Ni and US$1.50/1b Cu.

Assumes a net inventory to North American Palladium of 50% for the Shebandowan West Project. Assuming successful completion of its earn-in
requirements, the Company's interest is initially expected to be 50%, which could be reduced to 40% upon the exercise by CVRD Inco of a claw-back
right.

The mineral resource estimates for the APP were prepared by F.H. Brown, CPG, Pr. Sci. Nat. (a "qualified person" under NI 43-101) using a cut-off
grade of 1.0 g/t Pd equivalent cut-off grade and 18-month trailing average metal prices of US$344/0z Pd, US$1,222/0z Pt, US$644/0z Au, US$15.27/1b
Ni and US$3.26/1b Cu.

Assumes a net inventory to North American Palladium of 60% for the APP. Assuming successful completion of its earn-in requirements, the
Company's interest is initially expected to be 60%, which could be reduced to 50% upon the exercise by Gold Fields of a claw-back right.

S-14
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RISK FACTORS

An investment in the Units involves certain risks. In addition to the other information contained in this prospectus supplement, the
accompanying prospectus and the documents incorporated by reference herein and therein, prospective investors should carefully consider the
factors set out under "Risk Factors" in the accompanying prospectus and the factors set out below in evaluating the Company and its business
before making an investment in the Units. Additional risks and uncertainties not currently known to the Company or that the Company currently
deems immaterial may also materially and adversely affect the Company's business, financial condition and prospects.

Issuances or sales of equity securities, including this offering of the Units, could decrease the value of the Common Shares and Warrants,
dilute investors' voting power and reduce the Company's earnings per share.

The Company may sell additional equity securities in subsequent offerings (including through the sale of debt securities or other securities
convertible into equity securities) and may issue additional equity securities to finance future acquisitions and other projects. For example,
pursuant to its agreement with Gold Fields BV relating to the APP, the Company will be required to issue to Gold Fields BV between 7,381,636
and 9,227,033 Common Shares in order to earn an interest in the APP.

In addition, the Convertible Notes due 2008 bear interest at a rate of 6.5% per annum, payable bi-monthly, and are repayable by the
Company in nine equal installments. The interest payments and/or repayment amounts may be paid to each noteholder, at the noteholder's
option, in any combination of cash and/or Common Shares. If Common Shares are issued for interest payments or in repayment of the notes,
such shares are issued at a 10% discount from the volume-weighted average trading price of the Common Shares on AMEX for the five
consecutive trading days immediately prior to the applicable payment date. As at November 1, 2007, US$29.9 million aggregate principal
amount of Convertible Notes due 2008 was outstanding, of which US$5,388,889 will be payable on December 1, 2007. Assuming a
volume-weighted average price of US$6.02, the Company could be required to issue an aggregate of approximately 1,048,660 Common Shares
to KFOC and IP Synergy for the December 1, 2007 payment date for interest and repayment of principal on the notes.

The Convertible Notes due 2008 and the related Series I and Series II Warrants also contain "full ratchet" anti-dilution provisions. Under
these provisions, if at any time prior to August 1, 2008 the Company issues securities (including common shares or warrants convertible into
common shares) at a price per share (the "effective price") less than a stated amount, the conversion/exercise price of the outstanding
Convertible Notes due 2008 and Series I and Series II Warrants is reduced downward to equal the effective price, subject to a floor of US$9.12
for the Series I Notes, US$6.67 for the Series II Note, US$10.73 for the Series I Warrants and US$7.85 for the Series II Warrants. On account of
this offering, the Company expects that the conversion price of the Series I Notes and the Series II Note will decrease from US$12.18 to
US$9.12 and from US$12.18 to US$6.67, respectively. The Company also expects that the exercise price of the Series I and Series I Warrants
will decrease from US$13.48 to US$10.73 and from US$13.48 to US$7.85, respectively.

Sales or issuances of a substantial number of equity securities, or the perception that such sales could occur, may adversely affect prevailing
market prices for the Common Shares or the Warrants. With any additional sale or issuance of equity securities, investors will suffer dilution of
their voting power and the Company may experience dilution in its earnings per share.

The Common Shares and Warrants are subject to various factors that have historically made the Company's share price volatile.

The trading price of the Common Shares has been, and may continue to be, subject to large fluctuations and, therefore, the value of the
Warrants may also fluctuate significantly. The trading price
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of the Common Shares and Warrants may increase or decrease in response to a number of events and factors, including:

the Company's operating performance and the performance of competitors and other similar companies;
volatility in metal prices;

the public's reaction to the Company's press releases, other public announcements and the Company's filings with the various
securities regulatory authorities;

changes in earnings estimates or recommendations by research analysts who track the Common Shares or the shares of other
companies in the resource sector;

changes in general economic and/or political conditions;

the number of Common Shares to be publicly traded after this offering and any additional offering;
the arrival or departure of key personnel;

acquisitions, strategic alliances or joint ventures involving the Company or its competitors; and

the factors listed under the heading "Cautionary Note Regarding Forward-Looking Statements."

In addition, the market price of the Common Shares and Warrants is affected by many variables not directly related to the Company's
success and that are, therefore, not within the Company's control, including other developments that affect the market for all resource sector
securities, the breadth of the public market for the Common Shares and Warrants, and the attractiveness of alternative investments. The effect of
these and other factors on the market price of the Common Shares on the exchanges on which the Common Shares trade has historically made
the Company's share price volatile and suggests that the Company's share price (and the price of the Warrants) will continue to be volatile in
the future.

The Company's principal shareholder, KFOC, currently holds approximately 48.3% of the Common Shares and has a pre-existing right to
participate in this offering.

To the Company's knowledge, KFOC owns Common Shares representing approximately 48.3% of the total number of Common Shares
outstanding as at November 26, 2007. If IP Synergy were to elect not to exercise its pre-existing right to participate in this offering and KFOC
subscribes for 25% of the Units being offered by the Company in this offering (and subscribes for an additional 25% of the Units in relation to
the overallotment option), KFOC's beneficial ownership of the Common Shares would nonetheless decrease after this offering. However, on
account of this offering and pursuant to the "full ratchet" anti-dilution provisions of the Convertible Notes due 2008, KFOC may receive
additional Common Shares as payment of principal of, and interest on, the Convertible Notes due 2008. It is expected that the exercise price of
the Series I and Series II Warrants held by KFOC will also decrease on account of this offering.

KFOC currently has, and following this offering will continue to have, the ability to direct the affairs and business of the Company and it
cannot be assumed that the interests of KFOC will coincide with those of the Company. This concentration of ownership results in KFOC's
ability to elect the Company's board of directors and may have the effect of delaying or preventing a change in control of the Company, which
may deprive the Company's shareholders of a control premium that might otherwise have been realized in connection with an acquisition of the
Company. Alternatively, if KFOC sells its shareholdings to a third party, the new purchasing shareholder would obtain a considerable
controlling interest in the Company. There can be no assurance that the interests of such a shareholder would be consistent with the plans of the
Company as described in this prospectus supplement or the accompanying prospectus or that such a sale would not decrease the value of the
Common Shares.
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USE OF PROCEEDS

The Company estimates that the net proceeds from this offering will be approximately US$92.5 million (approximately US$106.6 million if
the underwriters exercise their overallotment option in full, or approximately US$144.0 million if KFOC and/or IP Synergy exercise their
pre-existing participation right in full, including in relation to the overallotment option), after deducting underwriting commissions and
estimated expenses relating to this offering. The Company plans to use the net proceeds received from the sale of the Units to fund the growth
and development of its operations and, in particular, to advance the OHGZ, the Shebandowan West Project and the APP. In addition, certain of
the proceeds may be used for general corporate purposes, including possible acquisitions. The Company may also use the net proceeds for the
repayment of indebtedness. It is anticipated that the Company will invest funds that it does not immediately require in investment grade income
securities or short-term marketable securities.

The actual amount that the Company spends in connection with each of the intended uses of proceeds may vary significantly and will
depend on a number of factors, including those listed under "Risk Factors" in this prospectus supplement and the accompanying prospectus.

PRICE RANGE AND TRADING VOLUME

The Common Shares are listed for trading on AMEX under the trading symbol "PAL" and the TSX under the trading symbol "PDL." The
following tables set out the market price range and trading volumes of the Common Shares on AMEX and the TSX for the periods indicated.

AMEX TSX
High Low Volume High Low Volume
(US$) (US$) (Cdn.$) (Cdn.$)
2007
November (through November 26, 2007) 8.12 5.96 5,251,511 7.84 5.96 988,547
October 8.51 7.29 7,295,400 8.31 7.07 1,353,204
Third Quarter 10.72 6.30 17,937,100 11.12 6.82 3,277,862
Second Quarter 12.05 7.34 33,746,500 13.33 8.40 5,856,400
First Quarter 8.33 6.83 13,251,114 9.86 7.81 3,010,367
2006
Fourth Quarter 9.45 6.99 15,183,700 10.68 7.87 2,175,580
Third Quarter 9.08 6.52 10,936,800 9.99 7.37 1,749,666
Second Quarter 12.29 7.40 23,802,900 14.20 8.28 3,848,448
First Quarter 12.39 8.50 32,778,700 14.27 9.79 5,625,765
2005
Fourth Quarter 9.50 4.54 28,331,700 10.92 5.28 5,219,158
Third Quarter 5.51 4.22 11,154,300 6.78 5.12 2,122,365
Second Quarter 7.36 3.90 12,433,200 9.04 5.02 2,596,195

The last reported sale price of the Common Shares on November 26, 2007 was US$6.02 and Cdn$5.96 on AMEX and the TSX,
respectively.
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DIVIDEND POLICY

The Company has not paid any dividends to date on the Common Shares. The payment of dividends on the Common Shares is restricted
under the terms of the Company's credit facilities and the securities purchase agreement dated March 24, 2006 between the Company, KFOC
and IP Synergy relating to the Company's Convertible Notes due 2008. Further, the Company intends to retain its earnings, if any, to finance the
growth and development of its business. Accordingly, the Company does not expect to pay any dividends on the Common Shares in the near
future. The actual timing, payment and amount of any dividends will be determined by the Company's board of directors from time to time based
upon, among other things, cash flow, results of operations and financial condition, the need for funds to finance ongoing operations and such
other business considerations as the Company's board of directors may consider relevant.
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CONSOLIDATED CAPITALIZATION

The following table sets forth the cash and consolidated capitalization of the Company (i) as at September 30, 2007 on an actual basis; and
(ii) as at September 30, 2007 as adjusted to give effect to this offering as though it had occurred on such date, but not the exercise of the
overallotment option or the exercise by KFOC or IP Synergy of their pre-existing rights to each subscribe for up to 12.5% of this offering. This
table should be read in conjunction with our unaudited interim consolidated financial statements for the nine months ended September 30, 2007,
including the notes thereto and management's discussion and analysis of results of operations and financial condition for such period, each of
which is incorporated by reference in this prospectus supplement and the accompanying prospectus. This table assumes no conversion of the

Warrants into Common Shares.

Cash

Long-term Debt:
Convertible Notes due 2008 (including current portion)®®
Long-term debt (including current portion)

Total Long-term Debt

Shareholders' Equity:

Common Shares (authorized unlimited; outstanding 55,481,475; as adjusted to
give effect to this offering @

Warrants offered hereby

Series I and Series II Warrants, issued pursuant to the terms of the Convertible
Notes due 2008, net of issuance costs®

Equity component of Convertible Notes due 2008, net of issuance costs®®
Contributed surplus

Deficit

Total Shareholders' Equity

Total Capitalization

As at September 30, 2007
As adjusted to
give effect to
Actual this offering®
(thousands of Cdn$)
$ 4,154 $ 95,516

33,293
11,410

33,293
11,410

@ PH
@ &PH

$ 44703 $ 44,703

$ 355,602 $

$ $

$ 8,038 $ 8,038
$ 8779 $ 8,779
$ 5,162 $ 5,162
$ (210,956) $ (210,956)

$ 166,625 $ 257,987

$ 211,328  $ 302,690

After deducting the underwriters' fee and expenses of this offering, but not giving effect to the exercise of the overallotment option or the exercise by

There are differences between Canadian GAAP and U.S. GAAP in the accounting treatment for convertible debt. See the notes to the Company's
consolidated financial statements and the related U.S. GAAP reconciliations, which are incorporated by reference in this prospectus supplement and the

@
KFOC or IP Synergy of their pre-existing rights to each subscribe for up to 12.5% of this offering. U.S. dollar amounts have been converted to
Canadian dollar amounts on the basis of the Noon Buying Rate on November 26, 2007.

(@)
accompanying prospectus.

3

Since September 30, 2007, the Company has repaid US$5,388,889 aggregate principal amount of the Convertible Notes due 2008 pursuant to the terms
of such notes. A further repayment of US$5,388,889 aggregate principal amount of the Convertible Notes due 2008 is expected to be made by the
Company on December 1, 2007. Since September 30, 2007, the Company has repaid $500,000 aggregate principal amount of the long-term debt
pursuant to the terms of the Canadian dollar denominated debt. With respect to the "full ratchet" anti-dilution provisions contained in the Series I Notes
and the Series II Note, see "Risk Factors Issuances or sales of equity securities, including this offering of the Units, could decrease the value of the
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Common Shares and Warrants, dilute investors' voting power and reduce the Company's earnings per share."

These figures do not include 361,433 Common Shares reserved for issuance pursuant to outstanding stock options as at September 30, 2007, which
were exercisable at a weighted average exercise price of $9.91 per Common Share. These figures also do not include Common Shares issuable to
KFOC and IP Synergy under the terms of the outstanding Convertible Notes due 2008 or upon exercise of the Series I or Series II Warrants. See "Risk
Factors Issuances or sales of equity securities, including this offering of the Units, could decrease the value of the Common Shares and Warrants,
dilute investors' voting power and reduce the Company's earnings per share." Subsequent to September 30, 2007, 35,272 Common Shares have been
issued pursuant to the Company's registered retirement savings plan, 51,870 Common Shares were issued in satisfaction of interest owing under the
Convertible Notes due 2008 and 809,174 Common Shares were issued in satisfaction of the repayment of US$5,388,889 aggregate principal amount of
Convertible Notes due 2008 pursuant to the terms of such notes. On December 1, 2007, the Company expects to issue an additional 1,048,660 Common
Shares in satisfaction of interest and the repayment of principal under the Convertible Notes due 2008 pursuant to the terms of such notes.

As at September 30, 2007, 1,436,782 Series I Warrants and 554,187 Series Il Warrants had been issued, each with an exercise price of US$13.48. With
respect to the "full ratchet" and dilution provisions contained in the Series I Warrants and the Series II Warrants, see "Risk Factors Issuances or sales
of equity securities, including this offering of the Units, could decrease the value of the Common Shares and Warrants, dilute investors' voting power
and reduce the Company's earnings per share."
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DESCRIPTION OF SHARE CAPITAL

The Company is authorized to issue an unlimited number of Common Shares and an unlimited number of Special Shares, issuable in series.
As of November 26, 2007, there were 56,377,791 Common Shares issued and outstanding, and no Special Shares outstanding.

DETAILS OF THIS OFFERING

This offering consists of US$100,000,000 aggregate principal amount of Units, each Unit consisting of one Common Share and one-half of
a Warrant. Each whole Warrant will entitle the holder to purchase one Common Share. The Common Shares and the Warrants will mandatorily
separate after the closing of this offering. Set forth below is a summary of the material attributes and characteristics of the Common Shares and
Warrants.

Common Shares

Each Common Share entitles the holder thereof to one vote at all meetings of shareholders other than meetings at which only the holders of
another class or series of shares are entitled to vote. Each Common Share entitles the holder thereof, subject to the prior rights of the holders of
Special Shares (none of which are currently issued and outstanding), to receive any dividends if and when declared by the board of directors and
the remaining property of the Company upon dissolution.

There are no pre-emptive or conversion rights that attach to the Common Shares. However, the securities purchase agreement dated
March 24, 2006 between the Company, KFOC and IP Synergy relating to the Company's Convertible Notes due 2008 provides that the
Company may not offer equity securities without first offering to each of KFOC and IP Synergy a pre-emptive right to subscribe for up to 12.5%
of the total equity securities being offered. If either KFOC or IP Synergy subscribes for less than its 12.5% share, the unused right shall then be
offered to the non-declining party, KFOC or IP Synergy, as the case may be. See "Company KFOC and IP Synergy Pre-existing Right to
Participate in this Offering."

All Common Shares now outstanding and to be outstanding, including Common Shares issued or issuable pursuant to the Convertible Notes
due 2008, are, or will be when issued, fully paid and nonassessable, which means that the holders of such Common Shares will have paid the
purchase price in full and the Company cannot ask them to pay additional funds.

The Company's by-laws provide for certain rights of its shareholders in accordance with the provisions of the Canada Business
Corporations Act. Such by-laws may be amended either by a majority vote of the shareholders or by a majority vote of the board of directors.
Any amendment of the by-laws by action of the board of directors must be submitted to the next meeting of the shareholders whereupon the
by-law amendment must be confirmed as amended by a majority vote of the shareholders voting on such matter. If the by-law amendment is
rejected by the shareholders, the by-law ceases to be effective and no subsequent resolution of the board of directors to amend a by-law having
substantially the same purpose or effect shall be effective until it is confirmed or confirmed as amended by the shareholders.

Shareholders do not have cumulative voting rights for the election of directors. Therefore, the holders of more than 50% of the Common
Shares voting for the election of directors could, if they choose to do so, elect all of the directors and, in such event, the holders of the remaining
Common Shares would not be able to elect any directors. In this regard, KFOC, which owns approximately 48.3% of the Common Shares, may
be considered to exercise de facto control of the Company. For additional information regarding the risks associated with KFOC's shareholdings,
see "Risk Factors The Company's principal shareholder, KFOC, currently holds approximately 48.3% of the Common Shares and has a
pre-existing right to participate in this offering."
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The rights of holders of Common Shares may be adversely affected by the rights of holders of any Special Shares that may be issued in
the future. See "Risk Factors Risks Relating to the Company's Securities The board of directors may issue, without shareholder approval, an
unlimited number of special shares that have rights and preference potentially superior to those of the Common Shares. Such an issuance may
delay or prevent a change of control" in the accompanying prospectus.

Warrants

The Warrants will be issued in registered form under, and will be governed by, an indenture to be dated as of the date of the closing of this
offering (the "Warrant Indenture") between the Company, on the one hand, and Computershare Trust Company, on the other hand, as warrant
trustee. Each whole Warrant will entitle the holder to purchase one Common Share at an exercise price of US$ , subject to adjustment as
described below. The Warrants will expire if not exercised prior to 5:00 p.m. (Toronto time) on the date that is two years from the date of
closing of this offering. The Common Shares underlying the Warrants, when issued upon exercise of the Warrants, will be fully paid and
nonassessable, and the Company will pay any transfer tax incurred as a result of the issuance of the underlying Common Shares except for any
tax payable in respect of any transfer in a name other than the holders'.

The Warrants do not contain provisions for cashless exercise and there is no minimum or maximum amount which may be exercised at any
one time. The Warrants may be transferred or assigned. The Company may require payment of a sum sufficient to cover any taxes or
governmental or other charges that may be imposed in connection with any registration of transfer or exchange of a Warrant certificate.

The Warrant Indenture will provide for adjustment in the number of Common Shares issuable upon the exercise of the Warrants and/or the
exercise price per Common Share upon the occurrence of certain events, including:

(a)
the issuance of Common Shares or securities exchangeable for or convertible into Common Shares at no additional cost to
all or substantially all of the holders of the Common Shares by way of a stock dividend or other distribution;

(b)
the subdivision, redivision or change of the Common Shares into a greater number of shares;

()
the reduction, combination or consolidation of the Common Shares into a lesser number of shares;

(@
the issuance to all or substantially all of the holders of the Common Shares of rights, options or warrants under which such
holders are entitled, during a period expiring not more than 45 days after the record date for such issuance, to subscribe for
or purchase Common Shares, or securities exchangeable for or convertible into Common Shares, at a price per share to the
holder (or at an exchange or conversion price per share) of less than 95% of the "current market price", as defined in the
Warrant Indenture, for the Common Shares on such record date; and

(e)

the issuance or distribution to all or substantially all of the holders of Common Shares of securities of the Company
(including securities exchangeable for or convertible into Commons Shares), or other property or assets of the Company.

The Warrant Indenture will also provide for adjustment in the class and/or number of securities issuable upon the exercise of the Warrants
and/or exercise price per security in the event of the following additional events:

(@

reclassification of the Common Shares (other than as described above);

(b)
consolidation, amalgamations, arrangements or mergers of the Company with or into any other corporation or other entity
(other than consolidations, amalgamations, arrangements or
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mergers which do not result in any reclassification of the outstanding Common Shares or a change of the Common Shares
into other shares); or

©
the transfer of the property or assets of the Company as an entirety or substantially as an entirety to another corporation
or entity (other than transfers of the property or assets of the Company which do not result in any reclassification of the
outstanding Common Shares or a change of the Common Shares into other shares).

No adjustment to the exercise price or the number of Common Shares purchasable upon the exercise of the Warrants will be required to be
made unless the cumulative effect of such adjustment or adjustments would result in a change of at least 1% in the prevailing exercise price or a
change in the number of Common Shares purchasable upon exercise by at least one one-hundredth of a Common Share, as the case may be.

The Corporation will also covenant in the Warrant Indenture that, during the period in which the Warrants are exercisable, it will give
notice to each registered holder of Warrants of certain stated events, including events that would result in an adjustment to the exercise price for
the Warrants or the number of Common Shares issuable upon exercise of the Warrants, at least 14 days prior to the record date or effective date,
as the case may be, of such event.

The Company is not required to issue fractional shares upon the exercise of the Warrants (and is not required to pay cash in lieu of the
issuance of fractional shares). The holders of the Warrants will not possess any rights as shareholders of the Company until such holders
exercise the Warrants.

For the life of the Warrants, subject to their terms, the holders of the Warrants have the opportunity to profit from a rise in the market price
of the Common Shares without assuming the risk of ownership of the underlying Common Shares. The Warrant holders may be expected to
exercise the Warrants at a time when the Company would, in all likelihood, be able to obtain any needed capital by an offering of Common
Shares on terms more favorable than those provided for by the Warrants. Furthermore, the terms on which the Company obtains additional
capital during the life of the Warrants may be adversely affected by the existence of these Warrants.

From time to time, the Company and the warrant trustee, without the consent of the holders of Warrants, may amend or supplement the
Warrant Indenture for certain purposes, including curing defects or inconsistencies or making any change that, in the opinion of the warrant
trustee, does not prejudice the rights of the warrant trustee or the holders of the Warrants. In accordance with and subject to the terms of the
Warrant Indenture, amendments or supplements to the Warrant Indenture that so prejudice the interests of the holders of the Warrants may only
be made by "extraordinary resolution”, which will be defined in the Warrant Indenture as a resolution either (i) passed at a meeting of the
holders of Warrants at which there are holders of Warrants present in person or represented by proxy representing at least 25% of the aggregate
number of Common Shares which may be acquired pursuant to all the then outstanding Warrants, and passed by the affirmative vote of holders
of Warrants representing not less than 66%/3% of the of the votes cast upon such resolution; or (ii) adopted by an instrument in writing signed by
the holders of Warrants entitled to acquire not less than 66%/3% of the aggregate number of Common Shares which may be acquired pursuant to
all the then outstanding Warrants.

The Company has filed a short form base shelf prospectus with the securities regulatory authorities in each of the provinces of Canada and
a registration statement on Form F-10 (the "Registration Statement") with the SEC, each relating to the offering by the Company from time to
time during the next 25 months of up to US$300 million of Common Shares, Special Shares, Debt Securities, Warrants, share purchase
contracts, share purchase or equity units and subscription receipts. It is a condition of the closing of this offering that the Company has filed with
the SEC a prospectus supplement regarding the offering of Common Shares issuable from time to time upon the exercise of the Warrants. The
Company has agreed to use its reasonable best efforts to maintain the Registration Statement or another registration statement relating to these
Common Shares effective until the earlier of the
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expiration date of the Warrants and the date on which no Warrants remain outstanding (provided, however, that nothing shall prevent the
amalgamation, arrangement, merger or sale of the Company, including any take-over bid, and any associated delisting or deregistration or
ceasing to be a reporting issuer, provided that, so long as the Warrants are still outstanding and represent a right to acquire securities of the
acquiring company, the acquiring company shall assume the Company's obligations under the Warrant Indenture). If no such registration
statement is effective, no U.S. person or person holding Warrants for the account of a U.S. person will be permitted to exercise Warrants. In lieu
of the exercise right, during any such period U.S. persons will have the right to require the Company to redeem Warrants held by them for a
redemption price equal to the difference between the current market price (as applicable) per Common Share and the exercise price, multiplied
by the number of Common Shares otherwise issuable upon the exercise of the Warrants (provided, however, that nothing shall prevent the
amalgamation, arrangement, merger or sale of the Company, including any take-over bid, and any associated delisting or deregistration or
ceasing to be a reporting issuer, provided that, so long as the Warrants are still outstanding and represent a right to acquire securities of the
acquiring company, the acquiring company shall assume the Company's obligations under the Warrant Indenture). If no such registration
statement is effective, the Company will notify the warrant trustee in accordance with the provisions of the Warrant Indenture. In such event, the
Warrants would cease to be listed on AMEX but would continue to be listed and traded on the TSX.

Application has been made to have the Warrants listed on AMEX. The TSX has conditionally approved the listing of the Common Shares,
Warrants and Common Shares issuable upon exercise of the Warrants, subject to the Company fulfilling all of the requirements of the TSX on or
before February 1, 2008, including, in the case of the Warrants, distribution to a minimum number of public securityholders.

All of the foregoing statements are subject to the more detailed provisions of the Warrant Indenture.
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INCOME TAX CONSIDERATIONS
Canadian Federal Income Tax Considerations

In the opinion of Stikeman Elliott LLP, counsel to the Company, and Davies Ward Phillips & Vineberg LLP, counsel to the underwriters,
the following is a summary of the principal Canadian federal income tax consequences generally applicable to purchasers who acquire Units
consisting of Common Shares and Warrants pursuant to this offering.

This summary only applies to beneficial owners of Common Shares and Warrants who at all relevant times deal at arm's length and are not
affiliated with the Company for the purposes of the Income Tax Act (Canada) (the "Tax Act") (each a "Holder").

This summary is based upon: (i) the current provisions of the Tax Act and the Regulations (as defined below) in force as of the date hereof;
(i1) all specific proposals (the "Proposed Amendments") to amend the Tax Act or the regulations thereunder (the "Regulations") that have been
publicly announced by, or on behalf of, the Minister of Finance (Canada) prior to the date hereof; (iii) the current provisions of the
Canada-United States Tax Convention (1980) (the "Convention"); (iv) the protocol to the Convention signed on September 21, 2007
(the "Protocol" and together with the Proposed Amendments, the "Proposals"), and (v) counsel's understanding of the current published
administrative policies and assessing practices of the Canada Revenue Agency (the "CRA"). No assurance can be given that the Proposals will
be enacted, ratified or otherwise implemented in their current form, if at all. If the Proposals are not enacted, ratified or otherwise implemented
as presently proposed, the tax consequences may not be as described below in all cases. This summary does not otherwise take into account or
anticipate any changes in law, whether by legislative, governmental or judicial decision or action, nor does it take into account tax laws of any
province or territory of Canada or of any jurisdiction outside of Canada. Subject to certain exceptions that are not discussed in this summary, for
the purposes of the Tax Act, all amounts must be determined in Canadian dollars based on the daily noon rate as quoted by the Bank of Canada
for the applicable day or such other rate of exchange that is acceptable to the CRA. Holders who determine or wish to determine amounts for the
purposes of the Tax Act in a currency other than the Canadian dollar should consult their own tax advisors in this regard.

This summary is of a general nature only, is not exhaustive of all possible Canadian federal income tax considerations and is not
intended to be, nor should it be construed to be, legal or tax advice to any particular Holder. Accordingly, Holders should consult their
own tax advisors with respect to their particular circumstances.

Holders Resident in Canada

The following section of this summary applies to Holders who at all relevant times: (i) are or are deemed to be resident in Canada for
purposes of the Tax Act; (ii) hold their Common Shares and Warrants as capital property; and (iii) do not use or hold and are not deemed to use
or hold such Common Shares and Warrants in connection with a business carried on in Canada (each a "Canadian Holder"). Common Shares
and Warrants will generally be considered to be capital property to a Canadian Holder unless they are held in the course of carrying on a
business of trading or dealing in securities or were acquired in one or more transactions considered to be an adventure in the nature of trade.
Canadian Holders whose Common Shares might not otherwise qualify as capital property may be entitled to make the irrevocable election
provided by subsection 39(4) of the Tax Act to have the Common Shares and every other "Canadian security" (as defined in the Tax Act) owned
by such Canadian Holder in the taxation year of the election and in all subsequent taxation years deemed to be capital property. Such election is
not available in respect of Warrants.

This summary is not applicable to a Canadian Holder: (i) that is a "financial institution" within the meaning of section 142.2 of the Tax Act;
(i1) that is a "specified financial institution" as defined in subsection 248(1) of the Tax Act; (iii) to whom proposed subsection 261(4) of the

Tax Act applies; or
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(iv) an interest in which is, or for whom a Unit, Common Share or Warrant would be, a "tax shelter investment" for the purposes of the Tax Act.
Such Canadian Holders should consult their own tax advisors.

Allocation of Unit Subscription Price

Canadian Holders who acquire Units will be required to allocate the purchase price paid for each Unit on a reasonable basis between the
Common Share and the one-half Warrant comprising each Unit in order to determine their respective costs for the purposes of the Tax Act.

The Company has advised counsel that, of the U.S.$ subscription price for each Unit, it intends to allocate approximately
U.S.$ to each Common Share and U.S.$ to each one-half Warrant and believes such allocation is reasonable. The Company's
allocation, however, is not binding on the CRA or on a Canadian Holder.

Exercise or Expiry of Warrants

No gain or loss will be realized by a Canadian Holder of a Warrant upon the exercise of such Warrant. When a Warrant is exercised, the
Canadian Holder's cost of the Common Shares acquired thereby will be equal to the adjusted cost base of the Warrant to such Canadian Holder,
plus the amount paid on the exercise of the Warrant. The cost of a Warrant will be equal to the portion of the adjusted cost base of the Unit
subscription price allocable to the Warrant. For the purpose of computing the adjusted cost base to a Canadian Holder of each Common Share
acquired on the exercise of a Warrant, the cost of such Common Share must be averaged with the adjusted cost base of all of the Common
Shares owned by such Canadian Holder at that time.

The expiry of an unexercised Warrant will generally give rise to a capital loss equal to the adjusted cost base to the holder of such expired
Warrant.

Dividends

A Canadian Holder of Common Shares will be required to include in computing its income for a taxation year any taxable dividends
received or deemed to be received on such Common Shares. In the case of a Canadian Holder that is an individual (other than certain trusts),
such taxable dividends will be subject to the gross-up and dividend tax credit rules applicable to taxable dividends received from taxable
Canadian corporations. Taxable dividends received from a taxable Canadian corporation which are designated by such corporation as "eligible
dividends" will be subject to an enhanced gross-up and dividend tax credit regime in accordance with the rules in the Tax Act. In the case of a
Canadian Holder that is a corporation, the amount of any such taxable dividend that is included in its income for a taxation year will generally be
deductible in computing its taxable income for that taxation year.

The Tax Act also imposes a 33!/3% refundable tax on dividends received by a corporation which is a "private corporation” or "subject
corporation" for purposes of Part IV of the Tax Act to the extent that such dividends are deductible in computing the corporation's taxable
income. This tax will generally be refunded to the corporation at a rate of $1.00 for every $3.00 of taxable dividends paid while it is a private
corporation.

Taxable dividends received by a Canadian Holder who is an individual (other than certain trusts) may result in such Canadian Holder being
liable for alternative minimum tax under the Tax Act. Canadian Holders that are individuals should consult their own tax advisors in this regard.

Taxable Capital Gains and Losses

A Canadian Holder who disposes of or is deemed to have disposed of a Common Share or Warrant (other than a disposition arising on the
exercise of a Warrant) will generally realize a capital gain (or capital loss) in the taxation year of the disposition equal to the amount by which
the proceeds
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of disposition of the share, net of any reasonable costs of disposition, are greater (or are less) than the adjusted cost base to the Canadian Holder
of the Common Share or Warrant. One-half of any capital gain (a "taxable capital gain") will be included in income for the taxation year of
disposition. One-half of any capital loss (an "allowable capital loss") may generally be deducted against taxable capital gains for the year of
disposition, any of the three preceding taxation years or any subsequent taxation year, subject to detailed provisions of the Tax Act.

The amount of any capital loss realized on the disposition or deemed disposition of Common Shares by a Canadian Holder that is a
corporation may in certain circumstances be reduced by the amount of dividends received or deemed to have been received by it on such
Common Shares. Similar rules may apply where a Canadian Holder that is a corporation is a member of a partnership or beneficiary of a trust
that owns Common Shares or where a partnership or trust of which a corporation is a member or a beneficiary is a partnership or a beneficiary of
a trust that owns Common Shares. Canadian Holders to whom these rules could potentially apply should consult their own tax advisors in
this regard.

Capital gains realized by Canadian Holders who are individuals (other than certain trusts) may result in such Canadian Holder being liable
for alternative minimum tax under the Tax Act. Canadian Holders that are individuals should consult their own tax advisors in this regard.

Additional Refundable Tax

A Canadian Holder that is throughout the relevant taxation year a "Canadian-controlled private corporation” (as defined in the Tax Act)
may be liable to pay a refundable tax of 62/3% on its "aggregate investment income" (as defined in the Tax Act) for the year, including taxable
capital gains realized on the disposition of Common Shares or Warrants as well as dividends received or deemed to have been received on
Common Shares (other than dividends that are deductible in computing such Canadian Holder's taxable income).

Holders Resident in the United States

The following portion of this summary is generally applicable to Holders who: (i) are not and have never been residents or deemed
residents of Canada for the purposes of the Tax Act; (ii) are residents of the United States for the purposes of, and are entitled to full benefits
under, the Convention and the Protocol; (iii) hold their Common Shares and Warrants as capital property; and (iv) do not use or hold the
Common Shares or Warrants in connection with carrying on a business in Canada (each a "United States Holder"). This summary does not apply
to a United States Holder that carries on, or is deemed to carry on, an insurance business in Canada and elsewhere and such holders should
consult their own tax advisers.

Allocation of Unit Subscription Price

The discussion above under the heading "Holders Resident in Canada  Allocation of Unit Subscription Price" is applicable to United
States Holders.

Exercise or Expiry or Warrants

The discussion above under the heading "Holders Resident in Canada  Exercise or Expiry of Warrants" is applicable to United
States Holders.

Dividends

Dividends paid or credited or deemed under the Tax Act to be paid or credited to a United States Holder will generally be subject to
Canadian withholding tax at the rate of 15%. This rate is reduced to 5% in the case of a United States Holder that is a corporation that
beneficially owns at least 10% of the voting stock of the Company.
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Taxable Capital Gains and Losses

A United States Holder will not be subject to tax under the Tax Act in respect of any capital gain arising on a disposition or deemed
disposition of Common Shares or Warrants unless the Common Shares or Warrants, as the case may be, constitute "taxable Canadian property"
of the United States Holder within the meaning of the Tax Act and the United States Holder is not otherwise entitled to an exemption under the
Convention. Generally, Common Shares and Warrants will not constitute taxable Canadian property of a United States Holder provided that:

(i) the Common Shares are listed on a prescribed stock exchange or designated stock exchange (which currently includes the TSX and AMEX)
for the purposes of the Tax Act at the time of disposition; (ii) at no time during the 60 month period immediately preceding the disposition of the
Common Shares or Warrants were 25% or more of the issued shares of any class or series of the capital stock of the Company owned by the
United States Holder, by persons with whom the United States Holder did not deal at arm's length, or by the United States Holder together with
such persons; and (iii) the Common Shares are not otherwise deemed under the Tax Act to be taxable Canadian property.

A disposition or deemed disposition of Common Shares or Warrants by a United States Holder whose Common Shares or Warrants are
taxable Canadian property and who is not entitled to an exemption under the Convention will give rise to a capital gain (or a capital loss) equal
to the amount, if any, by which the proceeds of disposition, less the reasonable costs of disposition, exceed (or are less than) the adjusted cost
base of the Common Shares or Warrants to the United States Holder at the time of the actual or deemed disposition. Generally, one-half of any
capital gain realized will be required to be included in income as a taxable capital gain and taxed at applicable Canadian tax rates. One-half of
any capital loss will be deductible, subject to certain limitations, against taxable capital gains in the year of disposition or the three preceding
years or any subsequent year in accordance with the detailed provisions in the Tax Act. United States Holders to whom these rules may be
relevant should consult their own tax advisors in this regard.

United States Federal Income Tax Considerations

The following is a general summary of the material United States federal income tax considerations relating to the purchase, ownership and
disposition of the Units as of the date of this offering. The discussion below is based upon the provisions of the Internal Revenue Code of 1986,
as amended (the "Code"), Treasury regulations promulgated thereunder, Internal Revenue Service (IRS) rulings, judicial decisions and the
Convention, all as in effect as of the date hereof, all of which may be repealed, revoked or modified (possibly with retroactive effect) so as to
result in United States federal income tax consequences different from those discussed below.

The summary is applicable to U.S. Holders (as defined below) (i) who are residents of the United States for the purposes of the Convention,
(i1) whose Units would not, for purposes of the Convention, be effectively connected with a permanent establishment in Canada and (iii) who
otherwise would qualify for the full benefits of the Convention. Except where noted, it deals only with Units held as capital assets within the
meaning of Section 1221 of the Code (generally, property held for investment purposes) and does not deal with U.S. Holders subject to special
tax rules, such as those of brokers, dealers in securities or currencies, financial institutions, tax-exempt entities or qualified retirement plans,
insurance companies, persons holding Units as part of a hedging, integration, conversion or constructive sale transaction or a straddle,
partnerships and other pass-through entities, persons owning (or who are deemed to own for United States federal income tax purposes) 10% or
more of the Corporation's stock (by vote or value), traders who elect to mark-to-market their securities, persons whose "functional currency" is
not the United States dollar, or persons owning (either alone or with others that they do not deal with at arm's length) 25% or more of the issued
shares of any class of the Corporation's capital stock within 5 years of the disposition of Units. This discussion also does not address any
United States federal income tax consequences to any person who
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owns an interest in any entity that holds Units. Furthermore, this summary does not address alternative minimum taxes, or any aspect of foreign,
state, local, estate or gift taxation.

PERSONS CONSIDERING THE PURCHASE, OWNERSHIP OR DISPOSITION OF UNITS SHOULD CONSULT THEIR OWN TAX
ADVISORS CONCERNING THE UNITED STATES FEDERAL INCOME TAX CONSEQUENCES IN LIGHT OF THEIR PARTICULAR
SITUATIONS, AS WELL AS ANY CONSEQUENCES ARISING UNDER THE LAWS OF ANY OTHER TAXING JURISDICTION.

As used herein, the term "U.S. Holder" means a beneficial holder of Units that is for United States federal income tax purposes (i) a citizen
or individual resident of the United States, (ii) a corporation (or any entity that is treated as a corporation for United States federal income tax
purposes) created or organized under the laws of the United States or any political subdivision thereof, (iii) an estate the income of which is
subject to United States federal income taxation regardless of its source, or (iv) a trust (X) that is subject to the supervision of a court within the
United States and the control of one or more United States persons as described in Section 7701(a)(30) of the Code or (Y) that has a valid
election in effect under applicable U.S. Treasury regulations to be treated as a United States person.

If a pass-through entity, including a partnership or other entity taxable as a partnership for United States federal income tax purposes, holds
Units, the United States federal income tax treatment of an owner or partner generally will depend on the status of such owner or partner and the
activities of the pass-through entity. A U.S. person that is an owner or partner of the pass-through entity holding Units should consult its own
tax advisor.

The following discussion assumes that the Company is not a passive foreign investment company. See "Passive Foreign Investment
Company Rules" below for the rules that would apply if the Company were a passive foreign investment company.

Treatment of Units

Each Unit consists of a Common Share and a Warrant and will be treated as two separate instruments for United States federal income tax
purposes. The amount paid for a Unit must be allocated between the Common Share and the Warrant based on their respective fair market values
at the time of issuance, and the initial tax basis of each will equal the amount so allocated. The holding period for the Common Shares and
Warrants will begin on the day after the date of acquisition.

Common Shares
Distributions

The gross amount of any distribution, if any, received by a U.S. Holder with respect to Common Shares (including amounts withheld to pay
Canadian withholding taxes) will be included in the gross income of such U.S. Holder, as a dividend paid in Canadian dollars, to the extent
attributable to current or accumulated earnings and profits of the Company, as determined under United States federal income tax principles. The
Company has not paid any dividends to date on its Common Shares and has not calculated its earnings and profits under United States federal
income tax rules. Provided that the Company is not treated as a passive foreign investment company, described below, the Company believes
that it is considered to be a "qualified foreign corporation," and therefore distributions, if any, to non-corporate U.S. Holders that are treated as
dividends should qualify for a reduced rate of tax for dividends received in taxable years beginning on or before December 31, 2010. Dividends
on Common Shares generally will not be eligible for the dividends received deduction allowed to corporations under the Code.

The amount of any dividend, if any, paid in Canadian dollars (including amounts withheld to pay Canadian withholding taxes) will equal
the United States dollar value of the Canadian dollars
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calculated by reference to the exchange rate in effect on the date the dividend is received by the U.S. Holder regardless of whether the Canadian
dollars are converted into United States dollars. If the Canadian dollars received as a dividend are converted into United States dollars on the
date of receipt, the U.S. Holder generally should not be required to recognize foreign currency gains or losses in respect of the dividend income.
If the Canadian dollars received as a dividend are not converted into United States dollars on the date of receipt, a U.S. Holder will have a tax
basis in the Canadian dollars equal to their United States dollar value on the date of receipt. Any gain or loss realized on a subsequent conversion
or other disposition of the Canadian dollars by a U.S. Holder will be treated as United States source ordinary income or loss.

The maximum rate of Canadian withholding tax on dividends paid to a U.S. Holder pursuant to the Convention is currently 15 percent. A
U.S. Holder may be entitled to deduct or credit such tax, subject to applicable limitations in the Code. For purposes of calculating the foreign tax
credit, dividends paid on the Common Shares will be treated as income from foreign sources and will generally constitute "passive income."
Special rules may apply to certain individuals whose foreign source income during the taxable year consists entirely of "qualified passive
income" and whose creditable foreign taxes paid or accrued during the taxable year do not exceed US$300 (US$600 in the case of a joint return).
Further, in certain circumstances, a U.S. Holder that (i) has held Common Shares for less than a specified minimum period during which it is not
protected from risk of loss or (ii) is obligated to make payments related to the dividends, will not be allowed a foreign tax credit for foreign taxes
imposed on dividends paid on Common Shares. The rules governing the foreign tax credit are complex. U.S. Holders are urged to consult their
own tax advisors regarding the availability of the foreign tax credit under their particular circumstances.

To the extent that the amount of any distribution exceeds the Corporation's current and accumulated earnings and profits for a taxable year,
the distribution will first be treated as a tax-free return of capital, causing a reduction in the adjusted tax basis of the Common Shares with regard
to which the distribution was made, and to the extent in excess of such basis, will be treated as gain from the sale or exchange of such
Common Shares. Because the Company does not maintain calculations of its earnings and profits, a U.S. Holder should expect that the entire
amount of a distribution will generally be reported as dividend income to such U.S. Holder.

Sale, Exchange or Other Disposition

For United States federal income tax purposes, a U.S. Holder will recognize gain or loss on any sale, exchange or other taxable disposition
of Common Shares in an amount equal to the difference between the amount realized for the Common Shares and the U.S. Holder's adjusted tax
basis in the Common Shares. Subject to the discussion below under "Passive Foreign Investment Company Rules," such gain or loss will be
capital gain or loss. Capital gains of non-corporate U.S. Holders derived with respect to capital assets held for more than one year are eligible for
reduced rates of taxation. The deductibility of capital losses is subject to limitations. Any capital gain or loss recognized by a U.S. Holder will
generally be treated as United States source gain or loss for United States foreign tax credit purposes.

Warrants
Exercise

A U.S. Holder may exercise Warrants only in limited circumstances and for a limited period as described under "Details of this
Offering Warrants." A U.S. Holder generally would not recognize gain or loss on the exercise of a Warrant and related receipt of a Common
Share. A U.S. Holder's initial tax basis in the Common Share received on the exercise of a Warrant generally should be equal to the sum of
(a) such U.S. Holder's tax basis in such Warrant plus (b) the exercise price paid by such U.S. Holder on the exercise of such Warrant. A
U.S. Holder's holding period for the Common Share
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received on the exercise of a Warrant generally should begin on the day after the date that such Warrant is exercised by such U.S. Holder.
Disposition

A U.S. Holder generally would recognize gain or loss on the sale or other taxable disposition of a Warrant in an amount equal to the
difference, if any, between (a) the amount of cash plus the fair market value of any property received and (b) such U.S. Holder's tax basis in the
Warrant sold or otherwise disposed of. Such gain or loss generally should be a capital gain or loss (provided that the Common Share to be issued
on the exercise of such Warrant would have been a capital asset within the meaning of section 1221 of the Code if acquired by the U.S. Holder),
which will be short-term capital gain or loss (due to the limited period during which the Warrants may be exercised by a U.S. Holder).
Deductions for capital losses are subject to complex limitations under the Code.

Lapse

Upon the lapse or expiration of a Warrant, a U.S. Holder would recognize a loss in an amount equal to such U.S. Holder's adjusted tax basis
in the Warrant. Subject to the discussion below under "Passive Foreign Investment Company Rules," any such loss should be a capital loss.
Deductions for capital losses are subject to complex limitations under the Code. Any capital loss recognized by a U.S. Holder will generally be
treated as United States source loss for United States foreign tax credit purposes.

Passive Foreign Investment Company Rules

Special rules are applicable to U.S. Holders owning shares in a "passive foreign investment company" (a "PFIC"). A foreign corporation
will generally be classified as a PFIC for United States federal income tax purposes if at least 75% of its gross income for the taxable year is
"passive income," or if at least 50% of the average value of its assets during the taxable year consists of assets that produce, or are held for the
production of, "passive income," determined on the basis of a quarterly average. In determining whether a foreign corporation is a PFIC, if the
foreign corporation owns directly or indirectly 25% or more (by value) of the stock of another corporation, the foreign corporation is treated as if
it (1) held its proportionate share of the assets of such other corporation, and (ii) received directly its proportionate share of the income of such
other corporation. In general, "passive income" includes dividends, interest, certain rents and royalties and the excess of gains over losses from
certain commodities transactions, including transactions involving gold and other precious metals. However, gains and losses from commodities
transactions generally are excluded from the definition of passive income if (i) such gains or losses are derived by a foreign corporation in the
active conduct of a commodity business, and (ii) "substantially all" of such corporation's business is as an active producer, processor, merchant,
or handler of commodities of like kind (the "active commodities business exclusion").

Based on the nature of the Company's income, assets and activities, the Company believes that it presently qualifies, and expects to
continue to qualify in the future, for the active commodities business exclusion and that the Company will not be classified as a PFIC for the
current and subsequent taxable years. However, because the PFIC determination is made annually at the close of the taxable year in question on
the basis of facts and circumstances that may be beyond the Company's control and because the principles and methodology for applying the
PFIC tests are not entirely clear, including the application of the active commodities business exclusion, there can be no assurance that the
Company will not be a PFIC in the current or subsequent taxable years.

If the Company were a PFIC in any taxable year and a U.S. Holder held Common Shares, such shareholder generally would be subject to
special rules with respect to "excess distributions" made by the Company on the Common Shares and with respect to gain from the sale or
disposition (including a pledge) of Common Shares or Warrants. An "excess distribution" generally is defined as the excess of
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distributions with respect to the Common Shares received by a U.S Holder in any taxable year over 125% of the average annual distributions
such U.S. Holder has received from the Company during the shorter of the three preceding taxable years, or such U.S. Holder's holding period
for the Common Shares. Generally, a U.S. Holder would be required to allocate any excess distribution or gain from the sale or disposition of the
Common Shares or Warrants ratably over its holding period for the Common Shares. The amounts allocated to the taxable year of the sale or
disposition and to any year before the Company became a PFIC would be taxed as ordinary income. The amount allocated to each other taxable
year would be subject to tax at the highest tax rate in effect for individuals or corporations, as appropriate, for such other taxable year and an
interest charge would be imposed on the amount allocated to such taxable year.

If the Corporation were a PFIC in any taxable year, then a qualified U.S. Holder may be able to make a mark-to-market election under
Section 1296 of the Code that may alleviate certain of the tax consequences referred to above. A qualified electing fund election would not be
available to U.S. Holders because the Company does not intend to provide the necessary information to allow U.S. Holders to make such an
election. U.S. Holders are urged to consult their tax advisors regarding the tax consequences which would arise if the Corporation were treated
as a PFIC for any year, including the availability of any elections which may help mitigate the tax consequences to a U.S. Holder if the
Company were a PFIC.

Information Reporting and Backup Withholding

In general, information reporting requirements will apply to the payment of dividends on the Common Shares or the proceeds received on
the sale, exchange, or redemption of Common Shares and Warrants paid within the United States (and in certain cases, outside the United States)
to holders other than certain exempt recipients (such as corporations, holders that are not U.S. Holders that provide appropriate certification, and
certain other persons). In addition, a backup withholding tax (currently imposed at a rate of 28%) may apply to such amounts if the holder fails
to provide an accurate taxpayer identification number, or is notified by the IRS that it has failed to report dividends required to be shown on its
federal income tax returns. The amount of any backup withholding from a payment to a U.S. Holder will generally be allowed as a credit against
the U.S. Holder's United States federal income tax liability, and may entitle such holder to a refund, provided that the required information is
provided to the IRS in a timely manner.

THE ABOVE SUMMARY IS NOT INTENDED TO CONSTITUTE A COMPLETE ANALYSIS OF ALL TAX CONSEQUENCES
RELATING TO THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE COMMON SHARES OR WARRANTS. EACH
PROSPECTIVE INVESTOR SHOULD CONSULT WITH ITS OWN TAX ADVISOR CONCERNING THE TAX CONSEQUENCES OF ITS
PARTICULAR SITUATION.
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UNDERWRITING

Subject to the terms and conditions described in a purchase agreement between us and the underwriters named below, we have agreed to
sell to the underwriters, and the underwriters severally have agreed to purchase from us, the number of Units listed opposite their names below.

Underwriter Number
of Units

Merrill Lynch, Pierce, Fenner & Smith
Incorporated

BMO Nesbitt Burns Inc.

HSBC Securities (USA) Inc.

UBS Securities LLC

Total

The underwriters have agreed to purchase all of the Units sold under the purchase agreement if any of the Units are purchased. If an
underwriter defaults, the purchase agreement provides that the purchase commitments of the nondefaulting underwriters may be increased or the
purchase agreement may be terminated. The obligation of the underwriters under the purchase agreement may be terminated at their discretion
upon the occurrence of certain stated events, including the occurrence of a material adverse change in the state of the financial markets.

This offering is being made concurrently in all of the provinces of Canada and in the United States pursuant to the multi-jurisdictional
disclosure system implemented by the securities regulatory authorities in the United States and Canada. The Units sold under the purchase
agreement will be offered in the United States and Canada through the underwriters either directly or through their respective U.S. or Canadian
broker-dealer affiliates or agents. Subject to applicable law, the underwriters may offer the Units outside of Canada and the United States.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the United States Securities Act of 1933,
as amended, and applicable Canadian securities legislation, or to contribute to payments that the underwriters may be required to make in respect
of those liabilities.

The underwriters are offering the Units, subject to prior sale, when, as and if issued to and accepted by them, subject to approval of certain
legal matters, including the validity of the Units, Common Shares, Warrants and Common Shares underlying the Warrants, and other conditions
contained in the purchase agreement, such as the receipt by the underwriters of officer's certificates and legal opinions. The underwriters reserve
the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in part.

Commissions

The underwriters have advised us that they propose initially to offer the Units to the public (and to KFOC and IP Synergy under their
respective pre-existing participation rights) at the public offering price on the cover page of this prospectus supplement and to dealers at that
price less a concession not in excess of US$ per Unit. The underwriters may allow, and the dealers may reallow, a discount not in excess
of US$ per Unit to other dealers. If all of the Units (excluding those Units offered to KFOC and IP Synergy under their respective
pre-existing participation rights) are not sold at the initial public offering price after the underwriters have made a reasonable effort to sell all of
the Units at the initial public offering price, the representative may change the offering price and the other selling terms to an amount not greater
than the initial public offering price disclosed in this prospectus supplement, and the compensation realized by the underwriters will be
decreased by the amount that
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the aggregate price paid by the purchasers for the Units is less than the gross proceeds paid by the underwriters to us.

The following table shows the public offering price, underwriting commission and proceeds before expenses to us. The information
assumes either no exercise or full exercise by the underwriters of their overallotment option, and assumes no exercise by KFOC and IP Synergy
of their respective pre-existing participation rights. The public offering price per Unit was determined by negotiation between us and the
underwriters.

Per Unit Without Option With Option
Public offering price US$ US$100,000,000 US$115,000,000
Underwriting commission US$ US$6,000,000 US$6,900,000
Proceeds, before expenses, to us US$ US$94,000,000 US$108,100,000
KFOC and IP Synergy each has a pre-existing right to subscribe for up to 12.5% of this offering at the public offering price. In the event
that KFOC and/or IP Synergy exercise their pre-existing right to participate in this offering, a reduced commission of US$ per Unit will

be paid to the underwriters for those Units purchased by KFOC and IP Synergy pursuant to their pre-existing right. If KFOC and IP Synergy
exercise their pre-existing right in full, the total public offering price will be US$133.3 million, the total underwriting commission will be
approximately US$6.8 million and the total proceeds, before expenses, to the Company will be approximately US$126.5 million.

The expenses of this offering, not including the underwriting commission, are estimated at approximately US$1.5 million and are payable
by us.

Overallotment Option

We have granted an option to the underwriters to purchase up to additional Units at the public offering price less the
underwriting commission. Each of KFOC and IP Synergy has a pre-existing right to subscribe at the public offering price for an additional
number of Units based on the percentage of the overallotment option equal to its respective participation in this offering. A reduced commission
of US$ per Unit will be paid to the underwriters for those Units purchased by KFOC and IP Synergy pursuant to this additional
participation right. The underwriters may exercise this option for 30 days from the date of this prospectus supplement solely to cover any
overallotments. If the underwriters exercise this option, each will be obligated, subject to conditions contained in the purchase agreement, to
purchase a number of additional Units proportionate to that underwriter's initial amount reflected in the above table. Under applicable Canadian
securities laws, this prospectus supplement and the accompanying prospectus also qualify the overallotment option and the distribution of the
additional Common Shares and Warrants issuable upon exercise of the overallotment option.

No Sales of Similar Securities

We, our executive officers and directors and KFOC have agreed, with certain exceptions, not to sell or transfer any Common Shares for
90 days after the date of this prospectus without first obtaining the written consent of Merrill Lynch. Specifically, we and these other persons
have agreed not to directly or indirectly:

offer, pledge, sell or contract to sell any Common Shares,

sell any option or contract to purchase any Common Shares,

purchase any option or contract to sell any Common Shares,

grant any option, right or warrant for the sale of any Common Shares,

lend or otherwise dispose of or transfer any Common Shares,
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request or demand that we file a registration statement related to the Common Shares, or

enter into any swap or other agreement that transfers, in whole or in part, the economic consequence of ownership of any
Common Shares whether any such swap or transaction is to be settled by delivery of Common Shares or other securities, in
cash or otherwise.

This lockup provision applies to Common Shares and to securities convertible into or exchangeable or exercisable for or repayable with
Common Shares. It also applies to Common Shares owned now or acquired later by the person executing the agreement or for which the person
executing the agreement later acquires the power of disposition.

American Stock Exchange and Toronto Stock Exchange Listings

The Common Shares are listed on AMEX under the symbol "PAL" and on the TSX under the symbol "PDL." The TSX has conditionally
approved the listing of the Common Shares, Warrants and Common Shares underlying the Warrants, subject to the Company fulfilling all of the
requirements of the TSX on or before February 1, 2008. We expect the Warrants to be approved for listing on AMEX under the symbol
"PAL.WS" and on the TSX under the symbol "PDL.WT.U" in each case subject to distribution of the Warrants to a requisite minimum number
of public securityholders.

Price Stabilization and Short Positions

Pursuant to policy statements of certain Canadian securities regulators, the underwriters may not, throughout the period of distribution, bid
for or purchase Common Shares or Warrants. The foregoing restriction is subject to certain exceptions for bids or purchases made through the
facilities of the TSX, in accordance with the Universal Market Integrity Rules of Market Regulation Services Inc., including, (a) market
stabilization or market balancing activities on the TSX where the bid for or purchase of the Common Shares or Warrants is for the purpose of
maintaining a fair and orderly market in the Common Shares or Warrants, subject to price limitations applicable to such bids or purchases, (b) a
bid or purchase on behalf of a client, other than certain prescribed clients, provided that the client's order was not solicited by the underwriters,
or if the client's order was solicited, the solicitation occurred before the commencement of a prescribed restricted period, and (c) a bid or
purchase to cover a short position entered into prior to the commencement of a prescribed restricted period.

Until the distribution of the Units is completed, SEC rules may limit the underwriters and selling group members from bidding for and
purchasing Common Shares and Warrants. However, the representative of the underwriters may engage in transactions that stabilize the price of
the Common Shares and Warrants, such as bids or purchases to peg, fix or maintain that price.

If the underwriters create a short position in the Units in connection with this offering, i.e., if they sell more Units than are listed on the
cover of this prospectus supplement, the representative may reduce that short position by purchasing Common Shares and Warrants in the open
market. The representative may also elect to reduce any short position by exercising all or part of the overallotment option described above.
Purchases of Common Shares or Warrants to stabilize the price or to reduce a short position may cause the price of the Common Shares or
Warrants to be higher than it might be in the absence of such purchases.

Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any effect that the
transactions described above may have on the price of the Common Shares or Warrants. In addition, neither we nor any of the underwriters
make any representation that the representative or the lead managers will engage in these transactions or that these transactions, once
commenced, will not be discontinued without notice.
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Other Relationships

Some of the underwriters and their affiliates have engaged in, and may in the future engage in, investment banking and other commercial
dealings in the ordinary course of business with us. They have received customary fees and commissions for these transactions.

Notice to Prospective Investors in the European Economic Area

In relation to each member state of the European Economic Area that has implemented the Prospectus Directive (each, a relevant member
state), with effect from and including the date on which the Prospectus Directive is implemented in that relevant member state (the relevant
implementation date), an offer of securities described in this prospectus supplement may not be made to the public in that relevant member state
prior to the publication of a prospectus in relation to the securities that has been approved by the competent authority in that relevant member
state or, where appropriate, approved in another relevant member state and notified to the competent authority in that relevant member state, all
in accordance with the Prospectus Directive, except that, with effect from and including the relevant implementation date, an offer of securities
may be offered to the public in that relevant member state at any time:

to any legal entity that is authorized or regulated to operate in the financial markets or, if not so authorized or regulated,
whose corporate purpose is solely to invest in securities;

to any legal entity that has two or more of (a) an average of at least 250 employees during the last financial year; (b) a total
balance sheet of more than €43,000,000 and (c) an annual net turnover of more than €50,000,000, as shown in its last annual or
consolidated accounts;

to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospective Directive) subject to
obtaining the prior consent of the joint bookrunners for any such offer; or

in any other circumstances falling within Article 3(2) of the Prospectus Directive, provided that no such offer of securities
shall result in a requirement for the publication by us or any underwriter of a prospectus pursuant to Article 3 of the
Prospectus Directive or a supplement to a prospectus pursuant to Article 16 of the Prospectus Directive.

Each purchaser of securities described in this prospectus supplement located within a relevant member state will be deemed to have
represented, acknowledged and agreed that it is a "qualified investor" within the meaning of Article 2(1)(e) of the Prospectus Directive.

For purposes of this provision, the expression an "offer to the public" in any relevant member state means the communication in any form
and by any means of sufficient information on the terms of the offer and the securities to be offered so as to enable an investor to decide to
purchase or subscribe for the securities, as the expression may be varied in that member state by any measure implementing the Prospectus
Directive in that member state, and the expression "Prospectus Directive" means Directive 2003/71/EC and includes any relevant implementing
measure in each relevant member state.

The sellers of the securities have not authorized and do not authorize the making of any offer of securities through any financial
intermediary on their behalf, other than offers made by the underwriters with a view to the final placement of the securities as contemplated in
this prospectus supplement. Accordingly, no purchaser of the securities, other than the underwriters, is authorized to make any further offer of
the securities on behalf of the sellers or the underwriters.

Notice to Prospective Investors in the United Kingdom

This prospectus supplement and the accompanying prospectus are for distribution only to persons who (i) have professional experience in
matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended, the
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"Financial Promotion Order"), (ii) are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations
etc") of the Financial Promotion Order, (iii) are outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage
in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000) in connection with the issue or sale of
any securities may otherwise lawfully be communicated or caused to be communicated (all such persons together being referred to as "relevant
persons"). This prospectus supplement and the accompanying prospectus are directed only at relevant persons and must not be acted on or relied
on by persons who are not relevant persons. Any investment or investment activity to which this prospectus supplement or the accompanying
prospectus relates is available only to relevant persons and will be engaged in only with relevant persons. This prospectus supplement and the
accompanying prospectus and their contents are confidential and should not be distributed, published or reproduced (in whole or in part) or
disclosed by recipients to any other persons in the United Kingdom.

Notice to Prospective Investors in France

Neither this prospectus supplement nor any other offering material relating to the securities described in this prospectus supplement has
been submitted to the clearance procedures of the Autorité des marchés financiers or by the competent authority of another member state of the
European Economic Area and notified to the Autorité des marchés financiers. The securities have not been offered or sold and will not be
offered or sold, directly or indirectly, to the public in France. Neither this prospectus supplement nor any other offering material relating to the
securities has been or will be:

released, issued, distributed or caused to be released, issued or distributed to the public in France; or

used in connection with any offer for subscription or sale of the securities to the public in France.
Such offers, sales and distributions will be made in France only:
to qualified investors (investisseurs qualifi€s) and/or to a restricted circle of investors (cercle restreint d'investisseurs), in

each case investing for their own account, all as defined in, and in accordance with, article L.411-2, D.411-1, D.411-2,
D.734-1, D.744-1, D.754-1 and D.764-1 of the French Code monétaire et financier;

to investment services providers authorized to engage in portfolio management on behalf of third parties; or

in a transaction that, in accordance with article L..411-2-11-1°-or-2°-or 3° of the French Code monétaire et financier and
article 211-2 of the General Regulations (Reglement général) of the Autorité des marchés financiers, does not constitute a
public offer (appel public a I'épargne).

The securities may be resold directly or indirectly, only in compliance with articles L.411-1, L.411-2, L.412-1 and L.621-8 through
L.621-8-3 of the French Code monétaire et financier.
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LEGAL MATTERS

Certain legal matters in connection with this offering will be passed upon on behalf of the Company by Stikeman Elliott LLP with respect
to Canadian and certain other legal matters, and by Paul, Weiss, Rifkind, Wharton & Garrison LLP with respect to U.S. legal matters, and on
behalf of the underwriters by Davies Ward Phillips & Vineberg LLP with respect to Canadian legal matters, and by Skadden, Arps, Slate,
Meagher & Flom LLP with respect to U.S. legal matters. As at the date hereof, the partners and associates of Stikeman Elliott LLP and the
partners and associates of Davies Ward Phillips & Vineberg LLP as a group beneficially own, directly or indirectly, less than one percent of the
outstanding securities of the Company.

AUDITORS, TRANSFER AGENT AND REGISTRAR

The Company's auditors are KPMG LLP, Chartered Accountants, Yonge Corporate Centre, Suite 200, 4100 Yonge Street, Toronto, Ontario
M2P 2H1. KPMG LLP reports that it is independent of the Company in accordance with the rules of professional conduct in Ontario, Canada.
KPMG LLP is registered with the Public Company Accounting Oversight Board.

Computershare Investor Services Inc. is the registrar and transfer agent of the Common Shares in Canada, and Computershare Trust
Company, N.A. is the co-transfer agent for the Common Shares in the United States. Computershare Trust Company of Canada is the trustee and
transfer agent for the Warrants.

EXPERTS

Information relating to the Company's mineral properties in this prospectus supplement, the accompanying prospectus and the documents
incorporated by reference herein and therein has been derived from reports prepared by Scott Wilson RPA, Graham Clow, Leo Hwozdyk,
Deborah A. McCombe, Ian T. Blakley, Aker Kvaerner, P&E Mining Consultants Inc., Eugene Puritch, Wayne Ewert, F.H. Brown,

Jason Rickard, David King, Laila Sedore and Des Cullen and has been included in reliance on such persons' expertise. Each of Graham Clow,
Leo Hwozdyk, Deborah A. McCombe, Ian T. Blakley, Eugene Puritch, Wayne Ewert, F.H. Brown, Jason Rickard, David King, Laila Sedore and
Des Cullen is a qualified person as such term is defined in NI 43-101 and, with the exception of Laila Sedore who is an employee of the
Company, is independent from the Company.

None of Scott Wilson RPA, Graham Clow, Leo Hwozdyk, Deborah A. McCombe, Ian T. Blakley, Aker Kvaerner, P&E Mining
Consultants Inc., Eugene Puritch, Wayne Ewert, F.H. Brown, Jason Rickard, David King, Laila Sedore and Des Cullen, each being companies or
persons who have prepared or supervised the preparation of reports relating to the Company's mineral properties, or any director, officer,
employee or partner thereof, as applicable, received or has received a direct or indirect interest in the property of the Company or of any
associate or affiliate of the Company. As at the date hereof, the aforementioned persons and persons at the companies specified above who
participated in the preparation of such reports, as a group, beneficially own, directly or indirectly, less than one percent of the outstanding
securities of the Company.

The auditors of the Company are KPMG LLP, Chartered Accountants, of Toronto, Ontario. KPMG LLP, Chartered Accountants, report
that they are independent of the Company in accordance with the Rules of Professional Conduct of the Institute of Chartered Accountants of
Ontario and in accordance with the applicable rules and regulations of the SEC. KPMG LLP is registered with the Public Company Accounting
Oversight Board. The audited consolidated financial statements of the Company as at December 31, 2006 and 2005 have been audited by
KPMG LLP and are incorporated by reference herein in reliance on the authority of said firm as experts in auditing and accounting.

Neither the aforementioned persons, nor any director, officer, employee or partner, as applicable, of the aforementioned companies or
partnerships, is currently expected to be elected, appointed or

S-37

46



Edgar Filing: NORTH AMERICAN PALLADIUM LTD - Form SUPPL

employed as a director, officer or employee of the Company or of any associate or affiliate of the Company.

DOCUMENTS INCORPORATED BY REFERENCE

This prospectus supplement is deemed, as of the date hereof, to be incorporated by reference into the accompanying prospectus solely for
the purposes of this offering. Other documents are also incorporated, or are deemed to be incorporated, by reference into the accompanying
prospectus, and reference should be made to the accompanying prospectus for full particulars thereof.

The following documents which have been filed by the Company with securities commissions or similar authorities in Canada, are also
specifically incorporated by reference into, and form an integral part of, the accompanying prospectus, as supplemented by this prospectus
supplement:

(@
the amended and restated Revised Annual Information Form of the Company dated June 4, 2007 for the financial
year ended December 31, 2006;

(b)
audited comparative consolidated financial statements of the Company and the notes thereto for the financial years
ended December 31, 2006 and 2005, together with the report of the auditors thereon;

©)
management's discussion and analysis for the audited comparative consolidated financial statements of the
Company for the financial years ended December 31, 2006 and 2005;

(@
supplementary schedule of "Reconciliation to Accounting Principles Generally Accepted in the United States" in
connection with the audited comparative consolidated financial statements of the Company for the financial year
ended December 31, 2006, in accordance with Item 18 of Form 20-F, incorporated by reference to the Company's
Annual Report on Form 40-F filed with the SEC on April 2, 2007;

(e)
management information circular of the Company dated April 18, 2007, prepared in connection with the
Company's annual meeting of shareholders held on May 23, 2007, excluding those portions under the headings
"Performance Graph," "Corporate Governance" and "Obligations, Duties and Role of the Board of Directors";

®
unaudited comparative consolidated financial statements of the Company and the notes thereto for the nine month
periods ended September 30, 2007 and 2006;

(®
management's discussion and analysis for the unaudited comparative consolidated financial statements for the nine
month periods ended September 30, 2007 and 2006;

(h)
unaudited Item 18 Reconciliation to Accounting Principles Generally Accepted in the United States for the three
and nine month period ended September 30, 2007, incorporated by reference to the Company's Report on
Form 6-K furnished to the SEC on November 8, 2007;

®
the material change report dated February 6, 2007 regarding the Company's financing with Auramet
Trading, LLC;

0
the material change report dated October 30, 2007 regarding the results of the first mineral resource estimate for
the Shebandowan West Project; and

)
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the material change report dated November 7, 2007 regarding the results of the first mineral resource estimate for
the APP.

Any documents of the type referred to above (including material change reports but excluding confidential material change reports)
subsequently filed by us with securities commissions or similar authorities in the relevant provinces of Canada after the date of this prospectus
supplement and prior to the termination of this offering shall be deemed to be incorporated by reference into this prospectus
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supplement and the accompanying prospectus. These documents are available through the internet on SEDAR at www.sedar.com. In addition,
any report filed or furnished by us with the SEC pursuant to Section 13(a), 13(c) or 15(d) of the U.S. Securities Exchange Act of 1934, as
amended, after the date of this prospectus supplement shall be deemed to be incorporated by reference into this prospectus supplement and the
accompanying prospectus and the registration statement of which this prospectus supplement and the accompanying prospectus form a part until
all of the Units are sold.

Any statement contained in this prospectus supplement, the accompanying prospectus or in a document (or part thereof)
incorporated by reference herein or therein, or deemed to be incorporated by reference herein or therein, shall be deemed to be
modified or superseded, for purposes of this prospectus supplement, to the extent that a statement contained in this prospectus
supplement or in any subsequently filed document (or part thereof) that also is, or is deemed to be, incorporated by reference in this
prospectus supplement or in the accompanying prospectus modifies or replaces such statement. Any statement so modified or
superseded shall not be deemed, except as so modified or superseded, to constitute part of this prospectus supplement or the
accompanying prospectus. The modifying or superseding statement need not state that it has modified or superseded a prior statement
or include any other information set forth in the document which it modifies or supersedes. The making of a modifying or superseding
statement shall not be deemed an admission for any purpose that the modified or superseded statement, when made, constituted a
misrepresentation, an untrue statement of a material fact or an omission to state a material fact that is required to be stated or that is
necessary to make a statement not misleading in light of the circumstances in which it was made.

DOCUMENTS FILED AS PART OF THE REGISTRATION STATEMENT

In addition to the documents specified in the accompanying prospectus under "Documents Filed as Part of the Registration Statement," each
of the following documents has been or will be filed with the SEC as part of the registration statement to which this prospectus supplement
relates: (i) form of underwriting agreement; and (ii) form of Warrant Indenture.
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PROSPECTUS

US$300,000,000

North American Palladium Ltd.

Common Shares
Special Shares
Debt Securities
Warrants
Share Purchase Contracts
Share Purchase or Equity Units
Subscription Receipts

North American Palladium Ltd. ("North American Palladium" or the "Company") may offer and issue from time to time common
shares (the "Common Shares") and special shares (the "Special Shares" and together with the Common Shares, the "Equity Securities"), debt
securities (the "Debt Securities"), warrants to purchase Equity Securities and warrants to purchase Debt Securities (together, the "Warrants"),
share purchase contracts, share purchase or equity units and subscription receipts (all of the foregoing, collectively, the "Securities") or any
combination thereof up to an aggregate initial offering price of US$300,000,000 during the 25-month period that this base shelf prospectus (this
"Prospectus"), including any amendments thereto, remains effective. Securities may be offered separately or together, in amounts, at prices and
on terms to be determined based on market conditions at the time of sale and set forth in an accompanying prospectus supplement (a "Prospectus
Supplement").

Investing in the Securities involves significant risks. You should carefully read the ''Risk Factors"
section beginning on page 46 of this Prospectus.

This offering is made by a Canadian issuer that is permitted, under a multi-jurisdictional disclosure system adopted by the
United States and Canada, to prepare this Prospectus in accordance with Canadian disclosure requirements. Prospective investors
should be aware that such requirements are different from those of the United States. Financial statements included or incorporated
herein have been prepared in accordance with Canadian generally accepted accounting principles, and are subject to Canadian auditing
and auditor independence standards, and thus may not be comparable to financial statements of United States companies.

Prospective investors should be aware that the acquisition of the Securities described herein may have tax consequences both in
the United States and in Canada. Such consequences for investors who are resident in, or citizens of, the United States may not be
described fully herein. Prospective investors should read the tax discussion contained in the applicable Prospectus Supplement with
respect to a particular offering of Securities.

The enforcement by investors of civil liabilities under the United States federal securities laws may be affected adversely by the
fact that the Company is incorporated under the federal laws of Canada, that most of its officers and directors are residents of Canada,
that some or all of the experts named in the registration statement to which this Prospectus relates are residents of a foreign country,
and that a substantial portion of the assets of the Company and said persons are located outside the United States.

Neither the U.S. Secu