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Ramp-up Challenges at Sugar Zone

EVENT Recommendation: BUY
Harte Gold released Q4/18 financial results and ~ Symbol/Exchange: HRT/TSX
provided an operations update at the Sugar Zone Sector: Metals & Mining
mine. All dollar values in US$ unless otherwise noted.

Current price: C$0.36
BOTTOM LINE One-year target: C$0.75]

Return to Target: 108.3%
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been plagued by a number of issues ranging from
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* Maintaining Buy, Lowering Target — The
problematic ramp-up at Sugar Zone has put
significant pressure on Harte’s balance sheet,
and the Company is in need of a near-term

liquidity solution. We are maintaining our Buy
rating, but reducing our target multiple to 0.75x
NAVPSsy, from 1.0x NAVPSsy, previously to
account for the financing risk.

Company profile: Harte Gold is advancing its 100%-
owned Sugar Zone property located 60km east of the
operating Hemlo mine in Ontario. Harte also holds the
Stoughton-Abitibi property 110km northeast of Timmins.
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RAMP-UP CHALLENGES AT SUGAR ZONE

Sugar Zone achieved commercial production on January 1, 2019 but January and
February were difficult months at Sugar Zone. Severe weather froze the water in
the tailings impoundment that in turn restricted the supply of recycled water to
the process plant, resulting in lower than expected throughput. Combined with
equipment failures and manpower issues, the ramp-up has been challenging for
Harte. The Company is reporting that underground mining and process rates
significantly improved in March, with the issues plaguing the ramp-up in January
and February having since been rectified. Operating performance for Q1/19 is
still in the process of being reviewed, but Harte is reporting that the mine and
mill are operating according to plan. We have adjusted our 2019E production
and cost forecasts for Harte Gold from 40 Koz Au at $768/0z (AISC) to 33 Koz
Au at $964/oz.

BALANCE SHEET LIQUIDITY CHALLENGES

The problematic ramp-up at Sugar Zone has put significant pressure on Harte’s
balance sheet, and the Company is in need of a near-term liquidity solution. Harte
exited 2018 with C$7.3 MM in cash, and C$70.7 MM in short-term debt. Of the
short-term debt, $20 MM (C$28.2 MM) is repayable to ANR Investments B.V.
(“Appian”) on May 9, 2019. As of exit 2018, given the challenging ramp-up of
the mine, the Company was in default on various covenants (operating and
completion) related to the $50 MM Sprott Private Resource Lending (“Sprott”)
loan facility, of which $40 MM has currently been drawn. Note that Sprott waived
these covenants in January and February, and presumably has waived them for
March as well. That said, the Sprott debt has also been classified as short-term
given the violation of the covenants. We note that both the Sprott and Appian
debt is secured by all assets of the Company, with the Appian debt subordinate
to the Sprott debt. Harte is in advanced discussions on refinancing its current
liabilities and solving its near-term liquidity challenges. We note that Appian is
Harte’s single largest shareholder (19.9%) and both entities are working toward a
near-term liquidity solution to get Sugar Zone through its ramp-up period and
toward normal-course operations. It is our view that Harte wi// be able to re-
finance and access sufficient liquidity to navigate the ramp-up of the mine, but
likely at a punitive cost of capital.

Exhibit 1. Updated NAVPS Estimate

Asset Value (3MM) $ Per Share %of NAV
Sugar Zone Project NPV 5.0% disct. $571.6 $0.87 108%
Other $0.0 $0.00 0%
Total Mining Assets $571.6 $0.87 108%
Total Mining Assets (C$) C$714.5 C$1.09 108%
Cash Exit Q4/18 C$7.3 C$0.01 1%
Cash From ITM Opts/Wrnts C$11.7 C$0.02 2%
Future Equity Financing N/A C$0.0 C$0.00 0%
Debt Exit Q4/18 C$71.1 -C$0.11 -11%
Net Asset Value (C$) 1.25 C$/US$ C$804.6 C$1.01 100%
P/NAV 0.36x

Source: Cantor Fitzgerald
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FEASIBILITY STUDY IMMINENT

Later this week Harte Gold will be releasing the maiden Feasibility Study on the
Sugar Zone mine that evaluates a low-cost expansion to 800 tpd from current
production rates of <600 tpd. Based on the existing M&I resource, at the higher
throughput rate, Sugar Zone would still have a mine-life of 14+ years.

MAINTAINING BUY RATING, LOWERING TARGET

The ramp-up challenges at Sugar Zone have put significant pressure on Harte’s
balance sheet. While we are optimistic on Harte’s ability to re-finance and
propetly ramp the mine to normal-course operations, we are mindful of the added
financial risk to the Company at the present time. We are maintaining our Buy
rating, but reducing our target multiple to 0.75x NAVPSsy, from 1.0x NAVPSsy,
previously to account for the financing risk. Combined with our lowered 2019
production estimates and higher associated costs, this results in a reduction in our
target price from C$1.20/share to C$0.75/share. We are maintaining our Buy
rating.
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Disclaimers

The opinions, estimates and projections contained in this report
are those of Cantor Fitzgerald Canada Corporation. (“CFCC”)
as of the date hereof and are subject to change without notice.
Cantor makes every effort to ensure that the contents have been
compiled or derived from sources believed to be reliable and that
contain information and opinions that are accurate and
complete; however, Cantor makes no representation or
warranty, express or implied, in respect thereof, takes no
responsibility for any errors and omissions which may be
contained herein and accepts no liability whatsoever for any loss
arising from any use of or reliance on this report or its contents.
Information may be available to Cantor that is not herein.

This report is provided, for informational purposes only, to
institutional investor clients of CFCC, and does not constitute
an offer or solicitation to buy or sell any securities discussed
herein in any jurisdiction where such offer or solicitation would
be prohibited. This report is issued and approved for
distribution in Canada, Cantor Fitzgerald Inc., a member of the
Investment Industry Regulatory Organization of Canada
("IIROC"), the Toronto Stock Exchange, the TSX Venture
Exchange and the CIPF. This report is has not been reviewed or
approved by Cantor Fitzgerald & Co., a member of FINRA.
This report is intended for distribution in the United States only
to Major Institutional Investors (as such term is defined in SEC
15a-6 and Section 15 of the Securities Exchange Act of 1934, as
amended) and is not intended for the use of any person or entity
that is not a major institutional investor. Major Institutional
Investors receiving this report should effect transactions in
securities discussed in the report through Cantor Fitzgerald &
Co.

Non US Broker Dealer 15a-6 disclosure: This report is being
distributed by (CF Canada/CF Europe/CF Hong Kong) in the
United States and is intended for distribution in the United
States solely to “major U.S. institutional investors” (as such term
is defined in Rule15a-6 of the U.S. Securities Exchange Act of
1934 and applicable interpretations relating thereto) and is not
intended for the use of any person or entity that is not a major
institutional investor. This material is intended solely for
institutional investors and investors who Cantor reasonably
believes are institutional investors. It is prohibited for
distribution to non-institutional clients including retail clients,
private clients and individual investors. Major Institutional
Investors receiving this report should effect transactions in
securities discussed in this report through Cantor Fitzgerald &
Co. This report has been prepared in whole or in part by research
analysts employed by non-US affiliates of Cantor Fitzgerald &
Co that are not registered as broker-dealers in the United States.
These non-US research analysts are not registered as associated
persons of Cantor Fitzgerald & Co. and are not licensed or
qualified as research analysts with FINRA or any other US
regulatory authority and, accordingly, may not be subject (among
other things) to FINRA’s restrictions regarding communications
by a research analyst with a subject company, public appearances
by research analysts, and trading securities held by a research
analyst account.
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Potential conflicts of interest

The author of this report is compensated based in part on the
overall revenues of Cantor, a portion of which are generated by
investment banking activities. Cantor may have had, or seek to
have, an investment banking relationship with companies
mentioned in this teport. Cantor and/or its officers, directors
and employees may from time to time acquire, hold or sell
securities mentioned herein as principal or agent. Although
Cantor makes every effort possible to avoid conflicts of interest,
readers should assume that a conflict might exist, and therefore
not rely solely on this report when evaluating whether or not to
buy or sell the securities of subject companies.

Disclosures as of April 2, 2019

Cantor has not provided investment banking services or received
investment banking related compensation from Harte Gold
Corp. within the past 12 months.

The analysts responsible for this research report do not have, either
directly or indirectly, a long or short position in the shares or

options of Harte Gold Corp.

The analyst responsible for this report bas visited the material
operations of Harte Gold Corp (Sugar Zone). No payment or
reimbursement was received for the related travel costs.

Analyst certification

The research analyst whose name appears on this report hereby
certifies that the opinions and recommendations expressed
herein accurately reflect his personal views about the securities,
issuers or industries discussed herein.

Definitions of recommendations

BUY: The stock is attractively priced relative to the company’s
fundamentals and we expect it to appreciate significantly from
the current price over the next 6 to 12 months.

BUY (Speculative): The stock is attractively priced relative
to the company’s fundamentals, however investment in the
security carries a higher degree of risk.

HOLD: The stock is fairly valued, lacks a near term catalyst, or
its execution risk is such that we expect it to trade within a
narrow range of the current price in the next 6 to 12
months. The longer term fundamental value of the company
may be materially higher, but certain milestones/catalysts have
yet to be fully realized.

SELL: The stock is overpriced relative to the company’s
fundamentals, and we expect it to decline from the current price
over the next 6 to 12 months.

TENDER: We believe the offer price by the acquirer is fair and

thus recommend investors tender their shares to the offer.

UNDER REVIEW: We are temporarily placing our
recommendation under review until further information is
disclosed.

Member-Canadian Investor Protection Fund.
Customers' accounts are protected by the Canadian Investor
Protection Fund within specified
limits. A brochure describing the nature and limits of coverage
is available upon request.
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