Pan American

RRRRRRRRRRR

A % hﬂ‘zk
A Reputation
for Excellence

SUSTAINABILITY REPORT 2014

| R\ T AT




At Pan American Silver, sustainability

means holding the safety of our workers,
the well being of the environment, and the
connections we share with communities

as core values. Sustainable development
depends on the relationships we build with
our employees and other local stakeholders.

All highlights throughout this report are of 2014.

All currency amounts are reported in $US unless otherwise noted.
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About this Report

Our vision is to be the world’s pre-eminent silver
producer, with a reputation for excellence in discovery,
engineering, innovation, and sustainable development.

Pan American Silver Corp. (TSX: PAA/NASDAQ: PAAS) (Pan American Silver,
Pan American or the Company), the second largest primary silver producer
in the world, is a Canadian corporation with its head office in Vancouver. The
Company is engaged in silver mining and mining-related activities
throughout the Americas, including exploration, development, mining,
processing, refining, and land reclamation. We operate three mines in
Mexico, two mines in Peru, one mine in Bolivia, and one mine in Argentina, as
well as exploration and development projects in North and South America. In
this our sixth annual sustainability report, we take the opportunity to
showcase the work we do in the areas surrounding our operations, building
socio-economic opportunities and setting an example through environmental
stewardship.

Our Management Approach

We believe that the key to our success is our nearly 7,000 employees and
contractors who work every day with an inspiration towards creating a
sustainable future. For that reason we hold the safety of our workers, the
well-being of the environment, and the connections we share with the local
communities as core values of our business model. In order to best support
these pillars, we continue to endeavor to attain a reputation for excellence in
the eyes of all our stakeholders. Our ability to deliver best-in-class
sustainable development initiatives depends largely on our efficiency at
building positive relationships and managing our limited resources in ways
that bring about the most benefit to the stakeholders that make up the
foundation of Pan American Silver.

In this report, you will learn how these principles take shape in the everyday
running of our business, and how we strive to build a reputation for
excellence in everything we do. It is our conviction that sustainable



development depends on the relationships we build with our employees and
the communities where we operate. With this management approach we have
successfully developed long-lasting partnerships with our valued
stakeholders, investors, and local communities, allowing us to enhance the
sustainability of our business year after year, and maintain best practice
industry standards.

About this Report

This is Pan American’s sixth annual sustainability report, prepared in
accordance to “Core” as per the Global Reporting Initiative (GRI) G4
sustainability reporting framework. Last year's sustainability report was Pan
American’s first year reporting with GRI's new G4 framework, making it a
year of transition. As we progressed through our second year of reporting
using this new framework, we were able to strengthen our data collecting
and reporting practices, becoming more efficient in these systems
throughout our operations. As in previous years, we are also reporting in line
with the GRI Mining and Metals Sector Guidance supplement.

Standard Disclosures

Information relating to Pan American’s sustainability strategy and
performance, our organizational profile, the scope and boundaries of this
report, governance, ethics and integrity, and overall management approach
is distributed throughout this report. The GRI Content Index references the
location of General Standard Disclosures, Specific Standard Disclosures, as
well as the Mining and Metals sector specific disclosures, and can be found
on the Global Reporting Initiative page.

We believe that the key to our success is our 7,000
employees and contractors who work every day with
an inspiration towards creating a sustainable future.



Accountability

We believe that good governance is essential to the performance of our
Company and plays a significant role in protecting the interests of all
stakeholders while maximizing value. We closely follow the requirements
established by the Canadian Securities Administrators and the Securities
and Exchange Commission in the United States, and believe that our current
corporate governance systems meet or exceed these requirements.

External Assurance

This report was prepared according to the highest sustainability reporting
standards and represents the information gathered from our operations as
accurately as possible. We have obtained external assurance for the
financial data in our 2014 Audited Annual Financial Statements, some of
which is also reported in this Sustainability Report. The assurance is
provided by our external financial auditors. More details can be found here.

Please do not hesitate to contact us; we welcome any and all feedback.
Please direct any questions regarding this report to Matt Andrews, Vice
President of Environment and Sustainability, or Monica Moretto, Senior
Manager of Corporate Affairs and Social Responsibility

at csr@panamericansilver.com.




Awards in 2014

Corporate

+ Corporate Knights ranked Pan American Silver 19t" on their Future
40 Responsible Corporate Leaders in Canada.

Mexico

« All mines were awarded with the Socially Responsible Company
(ESR) Award presented by the Centro Mexicano para la Filantropia
(CEMEFI)

« All mines maintained the Clean Industry independent
environmental certification by the Mexican Environment
Protection Agency (PROFEPA)

Peru

« Carlos Diez Cordero, Pan American Silver Peru’'s Manager of
Human Capital and Legal, received recognition from the District of
Huayllay, where our Huaron mine is located, for important social work
competed over many years in the local communities near the mine. The
ceremony was held at the National Congress in Lima.



Chairman'’s Letter

The year 2014 was another year of progress for Pan
American Silver, especially in the sustainable
development sphere where we demonstrated our
commitment to community engagement, health, safety
and environmental excellence, and fair-minded,
transparent and collaborative management practices.

Ross Beaty, Chairman | To me, “sustainable mining” means creating safe
and clean working practices, maintaining as healthy a natural environment
as possible at and around our operations, and partnering with our
employees, contractors, communities and governments to create a strong
economic, educational, and healthy environment that will persist long after
mining ceases. To achieve this requires a strong mission that sets these
objectives at its core, a powerful execution team that can make it happen,
and a universal acceptance that achieving sustainable development is simply
good business for all. In other words, we believe this is a “win-win” situation
for all stakeholders — including our shareholders.

Pan American Silver has grown into a world leading silver mining company.
We now work in five countries at fourteen locations (including our
administration offices). We employ nearly seven thousand people including
contractors. We also contribute to the employment for thousands more who
work for our service and material suppliers. And we support communities
with tens of thousands who, in some cases, live in impoverished areas with
no other regional economic driver.

A healthy environment, a healthy workplace and a
healthy community where we operate all help build Pan
American Silver into a better company.



We “give back” by paying hundreds of millions of dollars in taxes and
royalties to local, regional and national governments and this drives
investment in health, education and community infrastructure. And we
invest millions of dollars each year to directly support local education,
health and infrastructure development. We do this because we believe it
supports our ability to operate profitably over the long term. It also means
that when a mine inevitably reaches the end of its life, we will leave behind a
legacy that really does support sustainable development: a real
improvement in the lives of the people in areas where we work — this
manifests itself in better trained people living around our operations, better
health facilities, better education, better services availability, better road
and electricity facilities, and so forth.

A healthy environment, a healthy workplace and a healthy community where
we operate all help build Pan American Silver into a better company. Our
success in achieving this will make us a more profitable company too — not
just in dollar terms, but in human terms and in reputation, something so
easy to lose and so hard to achieve. We must remember that our actions
speak louder than words, and so we will strive to put into practice the lofty
words presented in this report.

The hallmark of a great company is a company that rewards its shareholders
BECAUSE it also looks after its employees, contractors, environment,
communities and countries where it works. | am so very proud of our team
and our achievements in the spheres of community engagement, sustainable
development and worker safety, but we have to continually strive to improve
the status quo. If we succeed at this we will maintain our stellar reputation
and continue to be a company that new investors will want to buy, new
employees will want to work for and people in new locations will welcome us
to work in.



CEQ’'s Letter

Welcome to our sixth annual Sustainability Report, where
we describe our progress, our achievements, and our
responses to the challenges we faced in sustainable
development over the past year.

Geoff Burns, Chief Executive Officer | In 2014, we were yet again
compelled to further optimize and control our capital and operating
expenditures as we responded to lower silver prices, while we continued to
improve the efficiency of our management systems. | am pleased to report
that we were successful in these efforts, which allowed us to remain
committed to all of the sustainable development programs that had been
previously established at each of our operations.

2014 was a milestone year for Pan American, as we celebrated the
Company’'s 20" anniversary in the silver business. Our efforts over the past
20 years have delivered many rewarding results. As the Company has grown
its silver production, we have also evolved and matured as an international
mining company with a reputation for operating excellence and
transparency. In 2014, we recorded another year of excellent safety
performance, we achieved our goal of zero significant environmental
incidents, we made important improvements in our sustainable development
programs, at the same time as recording new annual Company records for
both silver and gold production.

Safety First

In 2014, we had yet another exceptional year in safety. Our lost time injury
frequency rate was 1.14 and our lost time injury severity rate was 357, both
excellent results. The commitment to safety excellence demonstrated by all
of our staff, from front-line workers to senior management, has been the
driving factor behind the company-wide consistent improvement in our
safety practices and health standards. Despite our dedication to safety, we
did experience one fatal accident at our Huaron mine in Peru in 2014 when a



worker succumbed to a low oxygen environment. My deepest condolences go
out to our employee’s family and loved ones. Our team conducted a full
investigation of the incident and as a consequence of their review, additional
safety measures have been undertaken and a program is also underway to
provide additional employee training in this respect.

Social Responsibility

Over the past twelve months we focused our efforts on two key initiatives of
the social responsibility department — stakeholder engagement and the
Community Development Initiative toolkit.

We conducted a broad stakeholder consultation process in all of the
countries where we operate, and included all stakeholder groups (NGO's,
governments, community members, employees, suppliers, and contractors).
The priority issues identified by our stakeholders have become the
foundation for this sustainability report. We plan to update the consultation
on a yearly basis and integrate the most important interests and concerns
from our stakeholders in our social and environmental programs going
forward.

We also achieved our goal to create a Community Development Initiative
("CDI") toolkit, to better focus our community projects and to improve the
results of our investments. The CDI toolkit will help us better measure and
evaluate our contributions to health, education, infrastructure, and specific
sustainable development programs unrelated to mining. Our local teams will
apply the CDI Toolkit, in consultation with the local communities, to quickly
and thoroughly assess the viability and chance of success for individual
projects based on a set of defined criteria such as “Partnership
Assessments” and “Competencies Assessments”.

This past November, | had the honor of being named the Godfather of the
2014 Julio Urquieta High School graduating ceremony in San Vicente,
Bolivia. It was inspiring and rewarding to learn that almost all graduates
would be attending university in the spring. Many graduates that go on to
study to become teachers, engineers, business administrators and medical
professionals will hopefully return to the local community and ultimately
contribute to lasting social development of the region.



Pan American’s direct investment in education and in
the community of San Vicente over many years has led
to a dramatic improvement in standards, to the point
where this once forgotten school is now one of the top
high schools in the entire Potosi Region.

Also at San Vicente, we continue to register success with Project Access, the
sustainable development initiative involving 11 communities that was
developed and funded in concert with the Canadian Department of Foreign
Affairs, Trade and Development. Now in its second year, this Llama Breeding
Project is focused on sustainable economic alternatives and has the
potential to significantly improve the lives of more than 350 families in the
Potosi region. During the past year the Canadian NGO that is leading the
project, Socodevi, has made measurable and targeted progress in keeping
this project on track. | look forward to reporting on the continued success of
Project Access — the first project of its kind in the Bolivian mining industry.

Environmental Stewardship

| am pleased to report that we achieved our goal of zero significant
environmental incidents in 2014, continuing on the success of 2013. We also
successfully completed an important project to review the safety of all our
operating tailings management facilities (TMFs). These reviews,
independently verified by third party engineers in the case of Huaron,
confirm that the design, construction, and operation of our TMFs are in
accordance with best practices.

We made important advances to standardize our environmental management
systems, by completing the planning and identification of environmental
aspects that are common to all our operations. The success of our
environmental management programs was demonstrated in Peru and Bolivia
when the 2014 environmental audits of our mines found that non-
conformances were reduced by over 50% from previous audits.
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In Summary

Pan American’s reputation for excellence has been built on the experience
and dedication of our teams on the ground at our each of our mines, the
support and interaction with the local communities that host our operations,
and the unwavering support of our Board of Directors and senior
management to the efficient execution of our sustainability programs. | want
to thank our nearly 7,000 employees and contractors for their commitment
to health, safety, production, environmental stewardship, and community
engagement. Congratulations on reaching our twenty-year anniversary
together, and | look forward to building on our shared success over the next

twenty years.
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Business Development

Regardless of whether a project is an early stage
exploration asset, an advanced development property, or
a producing mine, we always strive to build lasting
relationships with the local communities.

Michael Steinmann, President | Exploration geologists are often the first
point of contact between local communities and a mining company; as such,
they learn quickly about the importance of building solid and honest
relationships with local stakeholders in order to best accomplish their work,
and establishing lasting partnerships that will allow for long term success.
Early environmental studies and baseline monitoring are also key aspects of
the exploration, project development and mine permitting processes.

Once a project advances to the development stage, the need to build strong
community relationships becomes even more important for success. Honest
communication, mutual respect and open dialog are employed in order to
achieve strong relationships with the communities. At this point in the
process, it is vital that both the company and the community recognize each
other’s needs and expectations and build the foundation of a strong and
healthy relationship.

Ultimately, however, regardless of whether the project is an early stage
exploration asset, an advanced development property, or a producing mine,
we always strive to build lasting relationships with the local communities.
We achieve this through a strong commitment to best industry practices to
foster economic and social growth for all Pan American Silver stakeholders.

Our Business Development department looks for high quality opportunities
primarily across the Americas, but also in the rest of the world. This is a
complex task since we are looking for projects that fit a specific set of
parameters that aim to build on our current portfolio. Whether it is an early
stage asset, or a producing mine, we always look for a project with promising
geology, metallurgy, economics, environmental aspects, and most
importantly good relationships with the local communities.
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The Year in Review

We at Pan American Silver are constantly aware of the
way we run our business and extremely proud to be able
to generate raw materials for the world while meaningfully
contributing to the health and welfare of the people and
environments where we operate.

Steve Busby, Chief Operating Officer | In my duties as Chief Operating
Officer, | occasionally have the privilege to promote our Company to
governments, media personnel, investors, employees, contractors and
others. Despite the realization that it is utterly impossible to effectively
describe all the incredible complexities of our business in a short meeting, |
never have any troubles finding good things to say about the things we do. |
believe that, unlike any other industry that exists in this cyber-focused world
we live in, being successful in mining business depends heavily on people
making sound decisions. As | reflect on the enormous successes we have
accomplished, | can say with confidence that all of Pan American Silver's
nearly 7,000 employees and contractors,have their focus in all the right
places. This fact is clearly demonstrated in the following highlights from just
a few of our many accomplishments of 2014.

For the third consecutive year, our greatest accomplishment in 2014 was our
safety performance, achieving a lost time accident frequency of 1.14 per
million work hours with a severity of 357 lost work days due to accidents per
million work hours. This proud result is nearly identical to the Company’s
best safety record set in 2013. While we lament the loss of one of our
employees in a workplace accident in 2014, | echo Geoff Burns’ comments
and reaffirm our teams priority objective to eliminate fatalities at all Pan
American operations. Furthermore, Pan American Silver's employees and
contractors demonstrated their commitment to protecting the environment
by again registering zero significant environmental incidents for the second
consecutive year since establishing this important metric.
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As a well-earned outcome to priorities in working safely and protecting the
environment, Pan American Silver again set meaningful records for silver,
gold and copper production with just over 26 million ounces of silver, 161.5
thousand ounces of gold, and almost 9 thousand tonnes of copper produced
during 2014 in addition to strong production results for zinc and lead.
Coupling these production results with the intelligence and innovative
thinking of our people, we effectively addressed the challenging market
conditions and managed costs such that we achieved a consolidated unit
cash cost®, net of by-product credits, of $11.46 per ounce of silver
produced, driving better than expected cash flows. These cash flows allowed
us to advance our attractive organic growth projects and pay an industry-
leading dividend yield to our shareholders, all-the-while preserving our
strong financial balance sheet.

Our project and technical services teams appropriately focused their efforts
during 2014 towards engineering, defining the details and preparing for the
construction of our financially attractive La Colorada expansion and Dolores
powerline projects in Mexico while essentially completing the large two year
heap leach pad construction project at Dolores. | firmly believe history
shows that the success of mining projects are largely determined during the
crucial definition and design stages before any material activities become
visible on the ground. I'm confident that the intensive preparation efforts we
conducted during 2014 will lead to success for the Company at both projects
as we enter construction phases during 2015.

We at Pan American Silver are constantly aware of the
way we run our business and extremely proud of being
able to generate raw materials for the world to
consume while meaningfully contributing to the health
and welfare of the people and environments around
where we operate.

| believe that much of Pan American Silver's ability to continually succeed
originates from our strategy of decentralizing key decision making whereby
all employees and contractors are encouraged to think creatively and held
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accountable to act appropriately according to agreed core values and
guiding principles. We adopt simple to understand, efficient and effective
policies and systems aimed at trying to avoid costly and ineffective
bureaucracies that all too often creep into large complex companies. Pan
American Silver is not immune to the numerous and significant challenges
that face our business and industry, however | believe our decentralized
approach to decision making enhances the Company’s ability to react to the
many challenges and to succeed in our business.

As | have mentioned in previous reports, Pan American Silver's mines play an
incredibly vital role in building prosperity for those communities, employees,
governments, contractors, suppliers and shareholders that are connected to
our business. Over years of effort, this prosperity has helped build positive
relationships that form the foundation of the valuable silver mining business
that Pan American Silver is engaged in today. I'd like to extend my personal
gratitude to all of our dedicated employees and contractors for their efforts
that resulted in establishing several new Company production records during
2014 and will help to sustain our thriving business for many years into the

future.

1 Cash costs is a non-GAAP measure. Please refer to the Company’s Management’s Discussion
& Analysis for the year ended December 31, 2014, under the heading “Alternative Performance
(non-GAAP) Measures” for a detailed discussion of this measure.
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Governance

It is our firm belief that in order to succeed, each of our
employees, directors and stakeholders must be proud of
the fact that Pan American operates with a high degree of
honesty and integrity, and that we are truly a responsible
mining company.

Delaney Fisher, VP Legal Affairs and Corporate Secretary | Although
responsible mining has many facets, we believe good governance, sound
ethical practices and strong corporate values are at its core. We believe that
with these attributes, our business performance is enhanced and the
interests of our stakeholders, and the environment we work in, are better
protected.

Leadership

Strong leadership is an important part of being a responsible miner. Leaders
of a corporation are uniquely placed to ensure that the values and vision of
the corporation are integrated with the ongoing business decisions and
strategies.

Pan American believes in its leadership. We have recruited individuals that
not only have the knowledge and skill necessary make us successful, but who
also share the Company’s commitment to honesty, integrity and ethical
business practices. We have also developed a governance structure that
establishes roles and responsibilities and promotes accountability
throughout our organization.

The Board and Its Committees

The Board of Directors has overall responsibility for the stewardship of the
Company and provides oversight of the Company’s business activities and
management. As the top-level body in the organization, the Board also plays
a significant role in corporate governance and sustainability matters through
16



the development and approval of corporate policies and guidelines, assisting
in the definition of corporate objectives and strategy, considering and
monitoring risks faced by the Company, approval of key business plans, and
evaluating the performance of the Company and management on a regular
basis. The Board has developed a mandate which sets out the Board’s
authority, responsibility and function. The Board, as a whole or through its
Committees, periodically reviews and assesses our policies, guidelines, and
governance practices to ensure they are appropriate and current.

In 2014, the Board was comprised of eight individuals. To ensure greater
impartiality and accountability, the Board will always be comprised of a
majority of directors who are independent. Independence is not solely
determined based on legal or regulatory definitions, but is also evaluated on
the basis that to be independent, a director must be able to act objectively
and in an unfettered manner, free from material relationships to the
Company. In 2014, 75% ofour Board members were independent. The two
non-independent members of the Board were senior executives of the
Company.

A Lead Director has been appointed by the Board, whose primary
responsibility is to ensure that the Board functions independent of
management and who acts as the principal liaison between the independent
directors and the Chief Executive Officer. The Lead Director holds in-camera
meetings at each regularly scheduled Board meeting with the other
independent directors and then reports to the Board. The Chair, who was
previously an executive with the Company, does not attend in-camera
sessions held by the independent directors.

The Board members are elected annually at the annual meeting of the
Company’s shareholders. The Company has adopted a majority voting policy
whereby any nominee proposed for election as a director is required to
tender their resignation if the director receives more withheld votes than for
votes (i.e., a majority of withheld votes) at any meeting where shareholders
vote on the uncontested election of directors. Within 90 days of the relevant
shareholders meeting, the Board will make its determination whether or not
to accept the resignation and issue a press release either announcing the
resignation of the director or explaining the reasons justifying its decision
not to accept the resignation. The Board will accept the resignation absent
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exceptional circumstances. A director who tenders a resignation pursuant to
this policy will not participate in any meeting of the Board, nor at any
committee meeting, at which the resignation is considered.

To assist in fulfilling its responsibilities, the Board has established five
committees that each play a role in the Company's business, including
matters relating to sustainability and governance:

e Audit

e« Health, Safety and Environment

« Nominating and Governance

e Human Resources and Compensation

« Finance

Each committee acts on issues that fall within its particular purview, but also
on matters that overlap between committees and ultimately may involve the

Board as a whole. The Board has developed charters or mandates for each of
its committees which establish their specific roles and responsibilities.

To ensure that sustainability and governance matters are accorded full
attention and oversight, the Board has delegated certain responsibilities and
accountability in this regard to the Health, Safety and Environment
Committee and to the Nominating and Governance Committee.

The Health, Safety and Environment Committee (the "HSE Committee”)
currently consists of three directors, two of whom are independent and the
third is an executive member of the Board. The HSE Committee plays an
important role in oversight of the Company’s safety and environmental
matters and in the development of corporate policies in these areas. Among
other things, this Committee also receives management reports relating to
environmental and safety audits undertaken by our operating subsidiaries in
order to assess consistency with industry best practices and the Company’s
environmental and safety policies.

The Nominating and Governance Committee (the "N&G Committee”) is
composed of two independent Board members. The N&G Committee’s
primary role is to oversee the effective functioning of the Board and for
developing and implementing governance best practices. This Committee

18



works closely with our General Counsel and our Corporate Secretary to
ensure that it stays aware of developments and emerging trends in
corporate governance and regularly reports, advises and makes
recommendations on governance related matters to the Board. Among other
things, this Committee is also responsible for:

e recommending the standards of business conduct contained in the
Company’s Global Code of Ethical Conduct (described in more detail
below) and, together with the Audit Committee, assists the Board in
monitoring compliance;

« conducting an evaluation and assessment process for the Board, its
committees and individual directors on an annual basis;

« considering the competencies, skills and experience needed by the
Board; and

* identifying possible Board nominees and making recommendations to
the Board.

For a more detailed discussion of the Company’s Board of Directors and
their election, committees of the Board, and the roles and responsibilities of
each, please refer to the Company’s Information Circular, available on the
Company’s website and at www.sedar.com.

Management

While the Board has top-level responsibility for governance and
sustainability, the Board also relies on management to lead the day-to-day
operations of the Company and to implement corporate objectives and
policies. In this respect, management provides the leadership and
momentum to drive good governance and ethical practices within the
Company. They are also role models for our employees and contractors and
each member is therefore expected to be aligned with Pan American’s values
and culture, and to encourage honest and ethical practices.

While the leadership in day-to-day governance and sustainability matters is
a shared effort across all of the executive management team, it is a direct
function of the General Counsel, Vice President of Environment and
Sustainability and the Corporate Secretary. These individuals liaise with the
Board, make recommendations to the Board in their respective areas, assist
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in the development, implementation and monitoring of Company policies in
these areas, and generally provide oversight and direction with respect to
the Company’s activities. The Vice President of Environment and
Sustainability is primarily charged with the Company’s sustainability and
environmental programs and actively directs and oversees these programs
at all levels, from front-line at the mine sites to presentations to the Board.
The Vice President of Environment and Sustainability reports to the
Company’'s Chief Operating Officer.

Management provides the leadership and momentum
to drive good governance and ethical practices within
the Company.

The Company has also established certain advisory committees at the
management level to provide additional guidance on key aspects of its
business. Of particular importance is the Sustainable Development
Management Committee (the “Sustainability Committee”). The
Sustainability Committee was created to assist in the development of the
formal sustainability policies and practices of the Company. The
Sustainability Committee is comprised of the Vice President of Environment
and Sustainability and management members from each of the countries in
which the Company conducts its business, as well as from a variety of other
related disciplines. We believe that this breadth of experience and expertise
is necessary to effectively understand and consider the complexity and
breadth of sustainability matters.

Executive and Director Compensation

The Human Resources and Compensation Committee (the “HRC
Committee”) assists the Board in fulfilling its responsibilities relating to
human resources and compensation issues and makes recommendations to
the Board in respect of the overall compensation strategy. In addition, the
HRC Committee reviews, approves and oversees the administration of our
compensation plans, as well as conducting annual compensation risk
assessments to evaluate the potential risks associated with compensation
programs. The HRC Committee is comprised of three independent directors.
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Our executive compensation structure is designed to be competitive with the
compensation arrangements of other mining companies with international
operations of similar size and scope, to reward the achievement of defined
individual and corporate goals, and to align the interests of our management
team with shareholders by rewarding performance that is likely to increase
shareholder value.

Each executive officer’s position is evaluated to establish skill requirements
and level of responsibility, which provides a basis for internal and external
comparisons of positions. In connection with the Company’s performance-
based compensation programs, compensation is based partly on achieving
established corporate objectives like increased safety and project
advancement, but executives’ performance is also evaluated against
expectations for fulfilling their individual responsibilities and goals within
their particular employment function and area of expertise. In addition to
industry comparisons, the Board and the HRC Committee consider a variety
of factors when determining both compensation policies and programs, and
individual compensation levels. When it deems appropriate, the HRC
Committee directly engages independent compensation consultants for
advice and information relating to the Company’'s compensation programs,
however the HRC Committee makes its determinations independently based
on its own experience, analysis and assessments.

In our efforts to continuously improve and enhance our corporate
governance standards and best practices, shareholders are provided the
opportunity to vote on the Company’s approach to executive compensation
at the Company’s annual meeting of its shareholders. While the resolution is
non-binding, the Company, and in particular, the HRC Committee, considers
the outcome of the vote as part of our ongoing review of executive
compensation.

Director compensation is established based on a comparison with other
companies in the mining industry and in contemplation of the duties and
responsibilities of our directors, both at a Board level and the committee
level. Our approach to director compensation is based on offering
competitive compensation to recruit and retain highly qualified individuals to
serve on our Board. Independent director compensation is not tied to
performance metrics and they do not participate in compensation programs
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established for management. Executive directors are not paid for their
services as directors.

For a more detailed discussion of the Company’s executive and director
compensation programs, please refer to the Company’s Information
Circular, which is available on the Company’s website and at
www.sedar.com.

Policy and Program Framework

The Company has adopted a number of policies and guidelines that
articulate the way our directors, officers and employees are expected to
conduct themselves and to guide the Company in its business. Each of these
policies also assists the Company in complying with legal, regulatory and
best practice requirements.

The Global Code of Ethical Conduct (the “Code”) provides the foundation of
these policies and guidelines and is applicable to all employees, officers and
directors of Pan American. The Code sets out the ethical rules and standards
to which each individual must comply and be accountable. In addition to the
Code, we have also adopted a Global Anti-Corruption Policy (the “Anti-
Corruption Policy”) that clearly sets out the Company’s position against
using tactics of bribery or corruption or other means of obtaining an
improper business advantage. The Code and the Anti-Corruption Policy help
to ensure that our business is operated with integrity, and together they
provide the fundamental tenets through which the Company can achieve its
commitments to, among other things:

+ operatein aresponsible manner that complies with applicable laws,
rules and regulations;

e promote the prompt reporting of violations of the Code and unethical
behaviour; and

« provide a safe and healthy workplace.

Every employee, from senior executives to front-line mine personnel, all of
our directors, and all of our service providers, are expected to conduct
themselves in a manner consistent with the standards set out in the Code
and the Anti-Corruption Policy and to take responsibility for their actions.
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To help us ensure we are operating at these high standards and that people
are aware of their obligations, we have analysed all of our business units for
risks relating to corruption and ethics violations, and have developed a
compliance program to support the Code and the Policy. Under this
program, we have distributed the Code and Anti-Corruption Policy to our
directors, officers, and employees, as well as to many third parties with
whom we do business, and have developed protocols and guidelines in a
number of key areas. To date, we have completed in-person training
sessions on our Code and the Anti-Corruption Policy with management and
administrative personnel at our Argentina, Bolivia and Mexico operations, as
well as for certain management members from our Peruvian administration
and for our senior management in Vancouver. We plan to continue such
training on a regular basis in all of the jurisdictions in which we operate.

The Board is responsible for the granting of any waivers from the Code to
directors or executive officers. There has been no conduct of a director or
executive officer that has required a waiver from the Code.

In addition to the Code and the Anti-Corruption Policy, the Company has also
adopted a number of other policies and guidelines in connection with our
commitment to being a responsible miner. Of particular note is the
Company’'s Corporate Social Responsibility Policy, which sets out the
Company’s high-level commitments to corporate social responsibility. In
addition, the Company has a number of other policies which help to fill out
the framework for governance and sustainability matters, including:

 Environmental Policy (LINK)

« Health and Safety Policy (LINK)
e Stock Transaction Policy
 Disclosure Policy

In conjunction with these policies, the Company has developed
comprehensive programs to implement and achieve the goals and
commitments espoused therein. These include, most notably, the extensive
health and safety programs and our robust environmental management
programs, each of which are described in more detail elsewhere in this
report.

23



In unison with the Company’s more formal governance, ethics, sustainability
and safety standards provided for under its policies and programs, the
values and culture of the Company have been developed to respect these
standards and embody their spirit. The development of these values and
culture has been and continues to be supported through the promotion of
compliance with legal and regulatory requirements, by providing guidance
and training to directors, officers and employees with respect to their
conduct, and by promoting open and honest communication at all levels,
without fear of reprisal or retaliation.

Please refer to the Company’'s website for the complete texts of the Code
and Anti-Corruption Policy, as well as the Company’s Corporate Social
Responsibility, Environmental, and Health and Safety Policies.

Stakeholders have the opportunity to engage with us in a number of ways,
beyond the specific sustainability consultation exercises covered elsewhere
in this report. Our local offices and operations, as well as our field personnel,
are often the main point of contact with local communities and individuals.
Shareholders and those wishing to learn more about the Company or to
provide feedback can contact us by:

 E-mailing us through our Company website
« Contacting us by telephone

 Regular mail

« Attending company events

The Company has also implemented a complaints process by which persons
outside the Company can confidentially submit complaints or make other
reports to the Company. Such reports can be made anonymously and
without fear of reprisals, discrimination, harassment or retaliation. The
complaints process is set out on the Company’s website.
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Stakeholder Engagement &
Materiality Assessment

Responsible mining and good governance involve the
regular interaction, in an open and honest way, with
governments, shareholders, local communities and other
stakeholders and people affected by our operations.

Stakeholder Engagement & Materiality Assessment

We are aware that our business is in many ways dependent on these
stakeholders and establishing relationships of mutual trust and respect is
important. Open communication and approachability not only fosters good
relationships, they also help to ensure that we keep in touch with what really
matters to our stakeholders.

Pan American Silver’'s stakeholder groups range from our almost 7,000
employees and contractors to the local communities that host our operating
mines and projects, to regional and national populations, government
agencies, suppliers, contractors and consultants, non-government
organizations, industry groups, and the investors in our Company. We have a
decentralized approach to stakeholder engagement due to our belief that
effective dialogue is best achieved when the cultural context of each
stakeholder group is understood and respected.

Through stakeholder consultations, we learn a great deal of what's
important, and this enables us to design and optimize our sustainability
strategy at each level in our business. The reasonable expectations and
interests of our stakeholders are a key driver for the content and disclosure
in this report.

The results of the stakeholder engagement are then translated into a
materiality assessment, which is a GRI tool that helps summarize all the
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findings into a format that allows Pan American Silver to focus on the things
that truly matter.

Stakeholder Consultation

We made a commitment in 2013 to focus on improving and designing the
format of our stakeholder consultation so that it can be applied uniformly to
each of the jurisdictions where we operate, save for any exceptions made for
cultural reasons. This new stakeholder consultation process was
implemented successfully in 2014 and gives us the appropriate feedback to
anticipate any interests, questions, or concerns that our stakeholders might
have, while also allowing us to improve our materiality assessment and
identify the important topics that will form the base for each year’s
Sustainability Report.

This new questionnaire reached out to a sample of stakeholders from each of
the following groups: National, Regional and Local Governments, Non-
Governmental Organizations, community members, Union workers,
contractors, Pan American’'s employees and other groups of interest. The
consultation took place in Argentina, Bolivia, Canada, the United States and
Peru. In Mexico we obtained direct feedback from our local Corporate Social
Responsibility (CSR) teams and plan to include this country’s stakeholders
in the Company-wide questionnaire format that will be used in 2015. The
questionnaire was divided into five categories: Economic, Environmental,
Labor Practices, Human Rights, and Society; the categories are in
accordance with the GRI aspects established in the new G4 format. Within
each of these categories, we not only included the aspects required by GRI,
but we also developed additional items that we considered important to our
business, as well as some suggestions from UNICEF relating to children’s
and youth's rights within the areas where we operate.

When developing the stakeholder consultation process, we particularly
focused on the areas that our local CSR and Environmental teams deemed
the most important; however, the process was developed in a way that would
allow stakeholders to identify any additional aspects not specifically covered
in the questions.
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The following are some of the additional aspects not specifically included in
the GRI framework that were included in the stakeholder consultation:

e« Children and Young People

e« Archaeology and Cultural Heritage

« Tailings Dams and Leach Pads

« Family-Friendly Policies and Working Conditions
e Inclusion of Human Rights Principles in Contracts
* Youth Education, Training and Employment

* Land Use and Landscape Impacts

* Noise and Vibration

e Climate Change

The questionnaire was developed in two formats: an online version and a
paper form for the communities where there access to internet or electronic
devices is not widespread.

The process took two months to complete starting with a stakeholder
mapping exercise developed at each jurisdiction. Almost four hundred
people were engaged in the initial consultation, with approximately 25% of
these providing complete responses. The results of the stakeholder
consultation were combined with management’s assessment of the potential
economic, environmental, and social impacts of each of these aspects to
develop our materiality assessment chart.
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Health & Safety

At Pan American Silver, we are committed to providing
safe and healthy work places for every single one of the
employees and contractors who work at our operations
and projects.

Martin Wafforn, VP Technical Services | Our Board of Directors has
approved a Health and Safety policy that details the specific actions to be
taken in order to fulfil this commitment. Management is tasked with
implementation and regularly reports to the Board’s Health, Safety and
Environment Committee on compliance with the policy.

Over the years, we have worked relentlessly to improve our safety
performance, which we measure in terms of Lost Time Injury Frequency
(LTIF), Lost Time Injury Severity (LTIS) and number of fatalities. LTIF and
LTIS are calculated as follows:

LTIF = (# of accidents)*(1,000,000) LTIS = (# of lost work days)*(1,000,000)
- Total hours worked - Total hours worked

We train our supervisors and managers in safety leadership and conduct
many hours of formal and informal safety training throughout each year. We
are particularly proud of the 218 employees who have volunteered to be
active members of our mine rescue and emergency response teams.

Total Accidents & Frequencies

The significant achievements over time are the result of the systematic
integration of a culture of safety throughout all company staff, employees,
contractors, and service providers.

Over the past few years, we've dedicated a lot of time and effort at
improving the health and safety standards of all our underground mines.
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Some of these mines are old and complex, making it difficult to change
existing traditions and cultural practices that often go against Company
health and safety standards. Despite the challenges, we started by
implementing technical improvements in ground support methods then
enforced simple standards like “one meter advanced, one meter supported”
and embarked on a Company-wide program of training and safety audits.
After more than a decade of constant dedication to