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Pan American Silver announces net earnings of $34.2 million ($0.22
per share) in the second quarter

All amounts are expressed in US$ unless otherwise indicated. Financial information is based on International
Financial Reporting Standards (“IFRS”). Results are unaudited.

This news release refers to measures that are not generally accepted accounting principle (“Non-GAAP”) financial
measures, including cash costs per payable ounce of silver, all-in sustaining costs per silver ounce sold, and adjusted
earnings (losses). Please refer to the section titled “Alternative Performance (non-GAAP) Measures” contained in this
news release for further information on these measures.

This news release should be read in conjunction with the Company’s unaudited condensed interim consolidated
financial statements for the three and six months ended June 30, 2016 and 2015, and related notes contained
therein, and the related management’s discussion and analysis, which have been filed on SEDAR and are available
at www.sedar.com and on the Company’s website at www.panamericansilver.com.

Vancouver, B.C. - Aug. 11, 2016 - Pan American Silver Corp. (NASDAQ: PAAS;
TSX: PAA) ("Pan American”, or the "Company”) today reported unaudited results for
the second quarter ended June 30, 2016 ("Q2 2016"). Net earnings were $34.2 million
($0.22 per share) compared with a net loss of $7.3 million ($0.05 loss per share)
recorded in the second quarter of 2015 (*Q2 2015"). The $41.5 million increase in net
earnings was largely driven by lower production costs, as reflected by a 41% drop in
quarter over quarter cash costs to $5.57 per payable ounce of silver in Q2 2016. The
increase in net earnings also reflects the sale of certain non-core mineral property
assets in Peru.

“"We generated $66 million of operating cash flow in the second quarter, the highest
level since the fourth quarter of 2012. Even more impressive is the fact that the
increase was largely driven by reduced costs across all of our operations,” said Michael
Steinmann, President and Chief Executive Officer of the Company. “"The cash generated
fully funded all of our capital requirements, including our expansion projects, and
increased our cash and short-term investment position to over $204 million.”

Mr. Steinmann added: “The outlook for the remainder of the year is very encouraging.
We've lowered our guidance for cash costs and all-in sustaining costs per ounce by 30%
and 16%, respectively, for 2016. We're on pace to meet our production targets, and
we're pleased too that silver prices have improved substantially in recent months.”

Highlights for Q2 2016:

* Silver production was 6.33 million ounces, down slightly from 6.65 million
ounces produced in Q2 2015. The decrease reflects anticipated production
declines from sequencing at the Dolores, Alamo Dorado, and Manantial Espejo
mines, partially offset by increased production at all other operations. Silver
production for the first half of 2016 totaled 12.75 million ounces, and is on pace
to achieve our annual forecast of 24.0 to 25.0 million ounces.

* Gold production increased 9% in both the three and six-month periods ending
June 30, 2016 to 48.4 thousand ounces and 89.6 thousand ounces, respectively,



over the comparable periods of 2015. The increase in gold production was
anticipated, as mine sequencing at Dolores resulted in higher grades.

 Consolidated cash costs declined to $5.57 per payable ounce of silver
compared with $9.44 in Q2 2015. The 41% decrease in cash costs was achieved
through lower operating costs at all mines and increased production of by-
product metals. With cash costs in the first half of 2016 of $6.81 per ounce, Pan
American is reducing its guidance for annual 2016 cash costs to a range of $6.50
to $7.50 per ounce.

* Consolidated All-In Sustaining Costs per Silver Ounce Sold ("AISCSO0S")
were down 22% to $11.31, net of by-product credits, compared with Q2 2015.
The decline resulted mainly from lower production costs, increased by-product
credits and positive net realizable value adjustments at the Manantial Espejo and
Dolores mines. With AISCSOS in the first half of 2016 of $12.21, Pan American is
reducing its guidance for annual 2016 AISCSOS to range between $11.60 and
$12.60 per ounce.

* Operating cash flow before changes in non-cash operating working
capital was $53.5 million, a $35.6 million increase from Q2 2015, largely due to
increased revenues and decreases in production costs and income taxes paid.

* Net earnings increased to $34.2 million ($0.22 per share) compared with a net
loss of $7.3 million ($0.05 net loss per share) in Q2 2015. The increase in net
earnings was primarily attributable to decreased cost of sales, increased
revenues, and gains on the sale of interests in exploration properties related to
the transaction with Votorantim Metais — Cajamarquilla S.A. ("Votorantim”),
partially offset by higher income taxes.

* Adjusted earnings were $19.9 million ($0.13 per share) compared with a loss
of $11.2 million ($0.07 per share loss) in Q2 2015. The most significant
adjustment to earnings in Q2 2016 was removal of the gain related to the
transaction with Votorantim.

* Liquidity position strengthened over Q2 2016 with a $26.6 million increase in
cash and cash equivalents and short-term investment balances, and a $15.6
million increase in working capital. At June 30, 2016, cash and cash equivalents
and short-term investment balances were $204.2 million, the working capital
position was $399.3 million and total debt outstanding was $58.8 million.

* Capital investment totaled $52.8 million compared with $29.6 million in Q2
2015, largely reflecting the increase in project capital at the Dolores and La
Colorada mines.

* The exploration budget for 2016 is increasing by 38% to $14.5 million, with
the Company targeting diamond drilling at its operating mines and greenfield
exploration activities at selected projects.

* A quarterly cash dividend of $0.0125 per common share, which will equate to
approximately $1.9 million in aggregate cash dividends, has been approved by
the Board of Directors. The dividend will be payable on or about Tuesday,
September 6, 2016, to holders of record of Pan American’s common shares as of
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the close on Tuesday, August 23, 2016. Pan American's dividends are designated
as eligible dividends for the purposes of the Income Tax Act (Canada). As is

standard practice, the amounts and specific distribution dates of any future
dividends will be evaluated and determined by the Board of Directors on an

ongoing basis.

Consolidated Financial Results

Three months ended

Six months ended

June 30, June 30,
(Unaudited in thousands of U.S. Dollars, 2016 2015 2016 2015
except as noted)
Revenue 192,258 174,189 350,533 352,314
Mine operating earnings (loss) 44,730 (952) 61,428 1,678
Net earnings (loss) for the period 34,226 (7,299) 36,101 (27,084)
Adjusted earnings (loss) for the period™ 19,931 (11,239) 23,386 (31,145)
Net cash generated from operating activities 66,019 20,577 66,790 32,425
Operat_ing cash_ﬂow be_fore changes in non-cash 53,542 17,981 81,913 25,308
operating working capital
All-in sustaining cost per silver ounce sold® 11.31 14.46 12.21 14.35
Net earnings (loss) per share attributable to
common shareholders (basic) s (0.05) 28 (0.18)
Adjusted earnings (loss) per share attributable to
common shareholders (basic)™" 0.13 (0.07) 0.15 (0.21)
Operat_lng cash_ﬂow be_fore changes in non-cash 0.35 0.12 0.54 0.17
operating working capital per share

(1) Adjusted earnings (loss) and all-in sustaining costs per silver ounce sold are non-GAAP measures. Please refer to
the section titled “Alternative Performance (non-GAAP) Measures” contained in this news release for further

information on these measures.
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Consolidated Operational Results

Three months ended June 30, 2016

Three months ended June 30, 2015

Production Cash “ Production Cash o

Ag Au gosts Ag Au gosts

(Moz) (koz) (Moz) (koz)
La Colorada 1.37 0.67 7.66 1.32 0.67 7.85
Dolores 0.97 25.36 (0.64) 1.12 20.17 8.34
Alamo Dorado 0.53 2.34 13.54 0.77 2.81 15.25
Huaron 0.95 0.23 5.70 0.94 0.30 8.96
Morococha 0.58 0.59 1.35 0.56 0.99 9.78
San Vicente 1.15 n/a 12.27 1.04 n/a 11.44
Manantial Espejo 0.79 19.20 (2.40) 0.90 19.45 6.18
TOTAL 6.33 48.39 5.57 6.65 44.39 9.44

Average by-product metal prices for Q2 2016 were Au $1,260/0z, Zn $1,918/tonne, Pb $1,719/tonne, and Cu

$4,729/tonne. Totals may not add up due to rounding.

Six months ended June 30, 2016

Six months ended June 30, 2015

Production Cash “ Production Cash o

Ag Au gosts Ag Au gosts

(Moz) (koz) (Moz) (koz)
La Colorada 2.75 1.35 7.00 2.58 1.28 7.80
Dolores 2.04 46.80 2.91 2.10 38.35 8.55
Alamo Dorado 1.09 5.62 12.68 1.46 5.87 15.59
Huaron 1.91 0.41 6.83 1.84 0.62 10.39
Morococha 1.28 1.30 3.51 1.08 1.62 13.27
San Vicente 2.23 n/a 12.06 2.01 n/a 11.99
Manantial Espejo 1.46 34.09 2.47 1.65 34.14 9.63
TOTAL 12.75 89.57 6.81 12.72 81.88 10.53

Average by-product metal prices for the six months ended June 30, 2016 were Au $1,221/0z, Zn $1,799/tonne, Pb
$1,731/tonne, and Cu $4,701/tonne. Totals may not add up due to rounding.

(1) Cash costs are a non-GAAP measure. Please refer to the section titled “Alternative Performance (non-GAAP)
Measures” contained in this news release for further information on these measures.
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Project Development Update

Pan American’s organic growth plans continued to progress over the second quarter
through the expansions at the La Colorada and Dolores mines. The new sulphide plant
at the La Colorada mine has begun processing ore, and the mine shaft was completed
and outfitted down to the loading pocket level at a depth of 588 metres at the end of
June 2016. The focus is now on completing the shaft loading equipment installations,
the remaining step before commissioning of shaft hoisting, which is expected to occur
by the end of August 2016.

During Q2 2016, progress at the Dolores expansion was marked by 90% completion of
the detailed engineering and the start of major earthworks on the new agglomeration
plant. The construction of the new 98-kilometre power line and 684 metres of additional
underground development was also completed. Commissioning of the power line is
pending completion of the tie-in and inspections with the national power company,
which is expected to occur in the third quarter of 2016.

Both expansion projects remain on budget and on schedule, and are expected to
further improve operating margins when completed at the end of 2017.

Strategic Initiatives

Pan American progressed its strategic initiative to realize value for certain assets
embedded in the Company. On July 11, 2016, the Company completed the sale of 13
royalties, precious metals streams and payment agreements to Maverix Metals Inc.
(“Maverix”). Pan American holds a 54% (63% fully diluted) majority ownership position
in Maverix, retaining upside exposure to these assets and to Maverix’s ability to grow
and diversify the portfolio.

In addition, the Company completed the sale of 75% of the shares in Compafiia Minera
Shalipayco S.A.C. to Votorantim for $15 million in cash and a 1% net smelter return
royalty. Votorantim will also provide Pan American with a free carry of its remaining
25% ownership interest to commercial production in this large zinc development project
located in Peru.

2016 Full Year Forecast

Pan American is on track to achieve its production forecasts for 2016, and is reaffirming
its targets for silver of between 24.0 million and 25.0 million ounces, and for gold of
between 175,000 and 185,000 ounces. Estimates for zinc, lead, and copper production
also remain at 46,000 tonnes to 48,000 tonnes, 15,000 tonnes to 15,500 tonnes, and
13,000 tonnes to 13,500 tonnes, respectively.

Pan American is reducing its annual 2016 cash costs guidance by 30% to range
between $6.50 and $7.50 per ounce. The revision reflects cash costs in the first half of
2016 of $6.81 per ounce and expected results for the remainder of 2016.

Pan American is also reducing its forecast for annual 2016 AISCSOS by 16% to $11.60
to $12.60 per ounce. The revision reflects AISCSOS of $12.21 in the first half of 2016
and expected results for the remainder of the year.

PAN AMERICAN SILVER CORP.
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The revised cash costs and AISCSOS forecasts assume by-product credit prices of
$2,000/tonne ($0.91/Ib) for zinc, $1,750/tonne ($0.79/Ib) for lead, $4,700/tonne
($2.13/Ib) for copper, and $1,300/0z. for gold.

Technical information contained in this news release with respect to Pan American has
been reviewed and approved by Martin Wafforn, P.Eng., VP Technical Services, who is
the Company’s Qualified Person for the purposes of National Instrument 43-101. For
additional information about the Company’s material mineral properties, please refer to
the Company’s Annual Information Form dated March 24, 2016, filed at
www.sedar.com.

Conference Call on Friday, August 12

Pan American will host a conference call to discuss the second quarter 2016 results on
Friday, August 12, 2016, at 1:00 pm EST (10:00 am PST). To participate in the
conference, please dial 604-638-5340.

A live audio webcast and PowerPoint presentation will be available on the Company’s
website at www.panamericansilver.com. A replay of the webcast will also be available
on the website until September 12, 2016.

About Pan American Silver

Pan American Silver Corp. is one of the largest primary silver producers in the world.
We own and operate seven mines in Mexico, Peru, Argentina and Bolivia. Pan American
also owns several development projects in the USA, Mexico, Peru and Argentina. Our
mission is to be the world’s pre-eminent silver producer, with a reputation for
excellence in discovery, engineering, innovation and sustainable development. The
Company is headquartered in Vancouver, B.C. and our shares trade on NASDAQ (PAAS)
and the Toronto Stock Exchange (PAA).

For more information, visit: www.panamericansilver.com
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For more information contact:

Siren Fisekci
VP, Investor Relations & Corporate Communications
Ph: 604-806-3191

Kettina Cordero

Manager, Investor Relations
Ph: 604-684-1175
ir@panamericansilver.com

Alternative Performance (Non-GAAP) Measures

In this press release we refer to measures that are not generally accepted accounting
principle (*non-GAAP") financial measures. These measures are widely used in the mining
industry as a benchmark for performance, but do not have a standardized meaning as
prescribed by IFRS as an indicator of performance, and may differ from methods used by
other companies with similar descriptions. These non-GAAP financial measures include:

* Cash costs per payable ounce of silver, net of by-product credits (“cash costs”). Cash
costs does not have a standardized meaning prescribed by IFRS as an indicator of
performance. The Company’s method of calculating cash costs may differ from the
methods used by other entities and, accordingly, the Company’s cash costs may not
be comparable to similarly titled measures used by other entities. Investors are
cautioned that cash costs should not be construed as an alternative to production
costs, depreciation and amortization, and royalties determined in accordance with
IFRS as an indicator of performance.

* Adjusted earnings (loss), and adjusted earnings (loss) per share. The Company
believes that these measures better reflect normalized earnings as they eliminate
items that may be volatile from period to period relating to positions that will settle
in future periods, and items that are non-recurring.

* All-in sustaining costs per silver ounce sold ("AISCS0S”). The Company has adopted
AISCSOS as a measure of its consolidated operating performance and its ability to
generate cash from all operations collectively, and the Company believes it is a more
comprehensive measure of the cost of operating our consolidated business than
traditional cash costs per payable ounce, as it includes the cost of replacing ounces
through exploration, the cost of ongoing capital investments (sustaining capital),
general and administrative expenses, as well as other items that affect the
Company’s consolidated earnings and cash flow.

Readers should refer to the “Alternative Performance (non-GAAP) Measures” section of the
Company’s management’s discussion and analysis for the three and six months ended June
30, 2016 (the “"Q2 2016 MD&A") for a more detailed discussion of these and other non-
GAAP measures and their calculation.
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Cautionary Note Regarding Forward-Looking Statements and Information

Certain of the statements and information in this news release constitute “forward-looking
statements” within the meaning of the United States Private Securities Litigation Reform Act
of 1995 and “forward-looking information” within the meaning of applicable Canadian
provincial securities laws. All statements, other than statements of historical fact, are
forward-looking statements or information. Forward-looking statements or information in
this news release relate to, among other things: future financial or operational performance,
including our estimated production of silver, gold and other metals in 2016, and our
estimated cash costs and AISCSOS in 2016; the ability of the Company to successfully
complete any capital investment programs and projects, and the impacts of any such
programs and projects on the Company, including with respect to margins and production;
the realization of benefits from any transactions and the financial and operational impacts of
any such transactions on the Company; and the approval or the amount of any future cash
dividends.

These forward-looking statements and information reflect the Company’s current views with
respect to future events and are necessarily based upon a number of assumptions that,
while considered reasonable by the Company, are inherently subject to significant
operational, business, economic and regulatory uncertainties and contingencies. These
assumptions include: tonnage of ore to be mined and processed; ore grades and recoveries;
prices for silver, gold and base metals remaining as estimated; currency exchange rates
remaining as estimated; capital, decommissioning and reclamation estimates; our mineral
reserve and recourse estimates and the assumptions upon which they are based; prices for
energy inputs, labour, materials, supplies and services (including transportation); no labour-
related disruptions at any of our operations; no unplanned delays or interruptions in
scheduled production; all necessary permits, licenses and regulatory approvals for our
operations are received in a timely manner; and our ability to comply with environmental,
health and safety laws. The foregoing list of assumptions is not exhaustive.

The Company cautions the reader that forward-looking statements and information involve
known and unknown risks, uncertainties and other factors that may cause actual results and
developments to differ materially from those expressed or implied by such forward-looking
statements or information contained in this news release and the Company has made
assumptions and estimates based on or related to many of these factors. Such factors
include, without limitation: fluctuations in silver, gold and base metal prices; fluctuations in
prices for energy inputs, labour, materials, supplies and services (including transportation);
fluctuations in currency markets (such as the Canadian Dollar, Peruvian Sol, Mexican Peso,
Argentine Peso and Bolivian Boliviano versus the U.S. Dollar); operational risks and hazards
inherent with the business of mining (including environmental accidents and hazards,
industrial accidents, equipment breakdown, unusual or unexpected geological or structural
formations, cave-ins, flooding and severe weather); risks relating to the credit worthiness or
financial condition of suppliers, refiners and other parties with whom the Company does
business; inadequate insurance, or inability to obtain insurance, to cover these risks and
hazards; employee relations; relationships with, and claims by, local communities and
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indigenous populations; our ability to obtain all necessary permits, licenses and regulatory
approvals in a timely manner; changes in laws, regulations and government practices in the
jurisdictions where we operate, including environmental, export and import laws and
regulations; legal restrictions relating to mining, including in Chubut, Argentina; risks
relating to expropriation; diminishing quantities or grades of mineral reserves as properties
are mined; increased competition in the mining industry for equipment and qualified
personnel; and those factors identified under the caption “Risks Related to Pan American’s
Business” in the Company’s most recent form 40-F and Annual Information Form filed with
the United States Securities and Exchange Commission and Canadian provincial securities
regulatory authorities, respectively. Although the Company has attempted to identify
important factors that could cause actual results to differ materially, there may be other
factors that cause results not to be as anticipated, estimated, described or intended.
Investors are cautioned against undue reliance on forward-looking statements or
information. Forward-looking statements and information are designed to help readers
understand management’s current views of our near and longer term prospects and may
not be appropriate for other purposes. The Company does not intend, nor does it assume
any obligation to update or revise forward-looking statements or information, whether as a
result of new information, changes in assumptions, future events or otherwise, except to
the extent required by applicable law.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

August 11, 2016

INTRODUCTION

This Management’s Discussion and Analysis (“MD&A”) is intended to help the reader understand
the significant factors that have affected the performance of Pan American Silver Corp. and its
subsidiaries (collectively “Pan American”, “we”, “us”, “our” or the “Company”) and such factors
that may affect its future performance. This MD&A should be read in conjunction with the
Company’s Audited Consolidated Financial Statements for the year ended December 31, 2015
(the “2015 Financial Statements”), and the related notes contained therein, and the unaudited
condensed interim consolidated financial statements for the three and six months ended June 30,
2016 and 2015 (the “Q2 2016 Financial Statements”), and the related notes contained therein. All
amounts in this MD&A and in the Q2 2016 Financial Statements are expressed in United States
dollars (“USD”), unless identified otherwise. The Company reports its financial position, results of
operations and cash flows in accordance with International Financial Reporting Standards as
issued by the International Accounting Standards Board (“IFRS”). Pan American’s significant
accounting policies are set out in Note 2 of both the 2015 Financial Statements and the Q2 2016
Financial Statements.

This MD&A refers to various non-Generally Accepted Accounting Principles (“non-GAAP”)
measures, such as “all-in sustaining cost per silver ounce sold", “cash costs per ounce of silver”,
“working capital’, “adjusted earnings” and “basic adjusted earnings per share”, which are used by
the Company to manage and evaluate operating performance at each of the Company’s mines
and are widely reported in the mining industry as benchmarks for performance, but do not have
standardized meaning. To facilitate a better understanding of these non-GAAP measures as
calculated by the Company, additional information has been provided in this MD&A. Please refer
to the section of this MD&A entitled “Alternative Performance (Non-GAAP) Measures” for a
detailed description of “all-in sustaining cost per silver ounce sold”, “cash costs per ounce of
silver”, “working capital”, “adjusted earnings” and “basic adjusted earnings per share”, as well as
details of the Company’s by-product credits and a reconciliation of these measures to the Q2
2016 Financial Statements.

Any reference to “cash costs” or “cash costs per ounce of silver” in this MD&A should be
understood to mean cash costs per ounce of silver, net of by-product credits.

Except for historical information contained in this MD&A, the following disclosures are forward-
looking statements within the meaning of the U.S. Private Securities Litigation Reform Act of 1995
and forward-looking information within the meaning of applicable Canadian provincial securities
laws, or are future oriented financial information, and as such are based on an assumed set of
economic conditions and courses of action. Please refer to the cautionary note regarding forward-
looking statements and information at the back of this MD&A and the “Risks Related to Pan
American’s Business” contained in the Company’s most recent Annual Information Form on file
with the Canadian provincial securities regulatory authorities and Form 40-F on file with the U.S.
Securities and Exchange Commission (the “SEC”). Additional information about Pan American
and its business activities, including its Annual Information Form, is available on SEDAR at
www.sedar.com



http://www.sedar.com/

CORE BUSINESS AND STRATEGY

Pan American engages in silver mining and related activities, including exploration, mine
development, extraction, processing, refining and reclamation. The Company owns and operates
silver mines located in Peru, Mexico, Argentina, and Bolivia. In addition, the Company is exploring
for new silver deposits and opportunities throughout North and South America. The Company is
listed on the Toronto Stock Exchange (Symbol: PAA) and on the Nasdaq Global Select Market
(“NASDAQ”) Exchange in New York (Symbol: PAAS).

Pan American’s vision is to be the world’s pre-eminent silver producer, with a reputation for
excellence in discovery, engineering, innovation and sustainable development. To achieve
this vision, we base our business on the following strategy:

Generate sustainable profits and superior returns on investments through the safe, efficient
and environmentally sound development and operation of silver assets

Constantly replace and grow our mineable silver reserves and resources through targeted
near-mine exploration and global business development

Foster positive long-term relationships with our employees, our shareholders, our
communities and our local governments through open and honest communication and ethical
and sustainable business practices

Continually search for opportunities to upgrade and improve the quality of our silver assets
both internally and through acquisition

Encourage our employees to be innovative, responsive and entrepreneurial throughout our
entire organization

To execute this strategy, Pan American has assembled a sector leading team of mining
professionals with a depth of knowledge and experience in all aspects of our business which enables
the Company to confidently advance early stage projects through construction and into operation.

Pan American is determined to conduct its business in a responsible and sustainable manner.
Caring for the environment in which we operate, contributing to the long-term development of our
host communities and ensuring that our employees can work in a safe and secure manner are
core values at Pan American. We are committed to maintaining positive relations with our
employees, the local communities and the government agencies, all of whom we view as partners
in our enterprise.

Pan American Silver Corp. 4



Q2 2016 HIGHLIGHTS AND KEY NOTES

OPERATIONS AND PROJECT DEVELOPMENT

e Silver Production of 6.33 million ounces

The Company produced 6.33 million ounces of silver in the three months ended June 30, 2016
(“Q2 2016”), a 5% decrease from that produced in the comparable quarter of 2015 (“Q2 2015”).
The quarter-over-quarter decrease reflects the anticipated production declines at the Alamo
Dorado and Manantial Espejo mines and lower silver production at the Dolores mine due to lower
grades largely driven by mine sequencing. These declines were partially offset by increased
production at all other operations.

Silver production for the first half of 2016 (“H1 2016”) totalled 12.75 million ounces, on pace to
achieve the annual forecast of 24.0 to 25.0 million ounces.

e Reduced Q2 Cash Costs

Consolidated cash costs per ounce of silver for the three and six month periods ended June 30,
2016 were $5.57 and $6.81, respectively, representing 41% and 35% reductions to cash costs
per ounce from the comparable periods of 2015. The decrease in cash costs was achieved
through lower direct unit operating costs per ounce at all mines and increased production of all
by-product metals.

e Increased Gold and Base Metal Production

Pan American produced 48.4 thousand ounces of gold, 12.7 thousand tonnes of zinc, 5.0
thousand tonnes of lead and 4.4 thousand tonnes of copper in Q2 2016 representing a 9%, 38%,
43% and 2% increase from Q2 2015 production levels, respectively. The increase in quarter-
over-quarter gold and base metal production was driven largely by higher throughput rates and
gold grades at the Dolores mine, and higher base metal grades at the Company’s La Colorada
mine and Peruvian operations.

e Progress on the La Colorada and Dolores Expansion Projects

The La Colorada mine expansion project reached a significant milestone with the completion of
the construction and commissioning of the new sulphide process plant in Q2 2016. Progress
continued to advance on the development of the new mine shaft, underground mine development
in support of the future increased production levels, and construction of the new 115 kV power
line to the site. Overall, the La Colorada expansion is advancing on budget and remains on
schedule to reach the planned 1,800 tonnes per day (“tpd”) ore production rate by the end of
2017.

The Dolores mine expansion projects also progressed during the quarter with the advancement
of the new pulp agglomeration plant including the receipt of the environmental permits to construct
the new plant, the commencement of the civil earthworks, the ordering of the remainder of major
process equipment, and awarding the majority of the construction contracts. Underground
development continued with a total of 684 metres of development during the quarter. Infill
diamond drilling from the underground excavations commenced. Overall, the Dolores expansion
project is on budget and the Company anticipates meeting a scheduled commissioning of the pulp
agglomeration plant by mid-2017, while ramping up underground operations to the full 1,500 tpd
design capacity by the end of 2017.
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FINANCIAL

e Financial Results

Net earnings of $34.2 million in Q2 2016, or basic earnings per share of $0.22, represented a
$41.5 million, or $0.27 per share increase from the Q2 2015 net loss of $7.3 million and basic net
loss per share of $0.05, respectively. Adjusted earnings in Q2 2016 were $19.9 million,
representing basic adjusted earnings of $0.13 per share, which is $31.1 million, or $0.20 per
share, higher than the comparable amounts in Q2 2015, respectively. Mine operating earnings
of $44.7 million in Q2 2016 were $45.7 million more than the $1.0 million in mine operating losses
recorded in Q2 2015, and was achieved through cost reductions and revenue increases.
Operating cash flow before changes in non-cash operating working capital was $53.5 million, a
$35.6 million increase from the comparative amount in Q2 2015, due largely to increased
revenues and decreases in cash production costs and income taxes paid.

e Reduced Q2 All-in Sustaining Costs per Silver Ounce Sold (“AISCSOS”)

Consolidated AISCSOS in Q2 2016 was $11.31 per ounce, a 22% reduction from the $14.46 per
ounce in Q2 2015. The decline in quarter-over-quarter AISCSOS resulted mainly from lower
production costs, increased by-product credits and positive net realizable value (“NRV”) inventory
adjustments at the Manantial Espejo and Dolores mines.

e Strong Liquidity and Working Capital Position

The Company had cash and cash equivalents and short-term investment balances of $204.2
million, and a working capital position of $399.3 million at June 30, 2016, an increase of $26.6
million and $15.6 million, respectively, from March 31, 2016. Total debt outstanding was $58.8
million at the end of Q2 2016.

Q2 OPERATING PERFORMANCE

The following table reflects silver production and cash costs, net of by-product credits, at each of
Pan American’s operations for the respective three and six months periods ended June 30, 2016
and 2015.

Silver Production Cash Costs @
(ounces ‘000s) ($ per ounce)
Three months ended Six months ended Three months ended Six months ended
June 30, June 30, June 30, June 30,
2016 2015 2016 2015 2016 2015 2016 2015
La Colorada 1,373 1,320 2,745 2,583 $7.66 $7.85 $7.00 $7.80
Dolores 966 1,112 2,039 2,103 $(0.64) $8.34 $2.91 $8.55
Alamo Dorado 533 773 1,094 1,460 $13.54 $15.25 $12.68 $15.59
Huaron 953 938 1,906 1,839 $5.70 $8.96 $6.83 $10.39
Morococha® 577 563 1,276 1,077 $1.35 $9.78 $3.51 $13.27
San Vicente® 1,145 1,042 2,232 2,009 $12.27 $11.44 $12.06 $11.99
Manantial Espejo 785 898 1,461 1,651 $(2.40) $6.18 $2.47 $9.63
Consolidated

Total® 6,332 6,646 12,753 12,723 $5.57 $9.44 $6.81 $10.53

@ cash costs per ounce is a non-GAAP measure. Please refer to the “Alternative Performance (Non-GAAP) Measures” section of this MD&A for a
detailed description of the cash cost calculation, details of the Company’s by-product credits and a reconciliation of this measure to the Q2 2016
Financial Statements.

@ Morococha data represents Pan American's 92.3% interest in the mine's production.

®  san Vicente data represents Pan American's 95.0% interest in the mine's production.

@ Totals may not add due to rounding.
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e Q2 Silver Production

Pan American’s Q2 2016 silver production of 6.3 million ounces was 5% lower than the 6.6 million
ounces produced in Q2 2015. The majority of the decrease was attributable to the anticipated
production declines at Alamo Dorado and Manantial Espejo, as these two operations approach
their planned end of mine life, as well as a quarter-over-quarter decline at the Dolores mine. The
decreases at these mines were offset by slightly higher silver production at the other mines.

e Q2 By-Product Production

The following tables set out the Company’s by-product production for Q2 2016 and H1 2016
together with amounts for the comparable periods in 2015:

By-Product Production

|

June 30, June 30,
| oo | ;5 | o6 | 2055
Gold - ounces ‘000s (“koz”) 48.4 44.4 89.6 81.9
Zinc - tonnes ‘000s (“kt”) 12.7 9.2 25.5 18.5
Lead - kt 5.0 3.5 9.8 7.0
Copper - kt 4.4 4.3 8.3 7.4

Gold production during Q2 2016 rose 9% from Q2 2015, driven primarily by higher gold production
at the Dolores mine, where improved grades led to an increase of 5.2 thousand ounces in Q2
2016 compared with Q2 2015.

During Q2 2016, Pan American also produced 12.7 thousand tonnes of zinc, 5.0 thousand tonnes
of lead, and 4.4 thousand tonnes of copper, 38%, 43% and 2% more than in Q2 2015,
respectively. The quarter-over-quarter increases in base metal production were driven mainly by
higher grades at the Company’s Peruvian mines and at La Colorada, with the exception of lower
copper grades at Huaron.

e Q2 Average Market Metal Prices

The following tables set out the average market price for each metal produced for Q2 2016 and
H1 2016 together with prices for the comparable periods in 2015:

Average Market Metal Prices

Three months ended Six months ended
June 30, June 30,

2016 2015 2016 2015

Silver/ounce $ 1678 $ 1639 $ 1582 $ 16.55
Gold/ounce $ 1260 $ 1192 9 1,221 $ 1,206
Zinc/tonne $ 1018 $ 2190 $ 1,799 $ 2,134
Lead/tonne $ 1,719 $ 1,942 $ 1,731  $ 1,873
Copper/tonne $ 4729 $ 6043 $ 4701 $ 5,916

e Q2 Cash Costs

Consolidated cash costs per ounce of silver in Q2 2016 and H1 2016 were $5.57 and $6.81,
respectively, $3.87 (41%) and $3.72 (35%) lower than the comparable cash costs per ounce in
Q2 2015 and H1 2015, respectively. The substantial declines in cash costs were achieved
through lower direct operating costs at all mines, except San Vicente and La Colorada, and
increased by-product credits from higher production of all by-product metals and improved gold
prices. The reduction in direct operating cost was particularly notable at Manantial Espejo, Alamo
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Dorado and Morococha. Each operation’s cash costs are separately discussed in the “Individual
Mine Performance” section of this MD&A.

e Q2AISCSOS

The following table reflects the quantities of payable silver sold and AISCSOS at each of Pan
American’s operations for Q2 2016 and H1 2016 as compared to the same periods in 2015.

Payable Silver Sold AISCSOS ™

(ounces ‘000s) ($ per ounce)
Three months ended Six months ended Three months ended Six months ended

June 30, June 30, June 30, June 30,

2016 2015 2016 2015 2016 2015 2016 2015
La Colorada 1,479 1,305 2,629 2,616 8.84 9.68 8.98 9.57
Dolores 1,058 1,110 2,008 2,260 14.30 13.78 16.69 8.94
Alamo Dorado 585 718 1,271 1,508 12.77 16.62 11.06 15.53
Huaron 818 764 1,653 1,498 10.05 14.11 11.01 15.51
Morococha 550 482 1,225 979 6.61 15.18 6.87 19.10
San Vicente 707 1,247 1,456 1,834 16.97 11.88 15.97 12.22
Manantial Espejo 645 912 1,317 1,717 (3.51) 16.52 3.42 17.15
Consolidated Total @ 5,843 6,538 11,559 12,413 11.31 14.46 12.21 14.35

@ AISCSOS is a non-GAAP measure. Please refer to the “Alternative Performance (non-GAAP) Measures” section of this MD&A for a detailed
description of the AISCSOS calculation and a reconciliation of this measure to the Q2 2016 Financial Statements.
@ Totals may not add due to rounding.

Consolidated AISCSOS in Q2 2016 and H1 2016 were $11.31 per ounce and $12.21 per ounce
respectively, representing a 22% and 15% reduction from the $14.46 per ounce and $14.35 per
ounce in Q2 2015 and H1 2015, respectively. The decline in quarter-over-quarter AISCSOS
resulted mainly from lower production costs, increased by-product credits and positive NRV
adjustments at the Manantial Espejo and Dolores mines. The factors reducing AISCSOS were
partially offset by t