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MANAGEMENTôS DISCUSSION AND ANALYSIS 

The following discussion of the results of operations and financial condition of Harte Gold Corp. (ñHarte 

Goldò or ñthe Companyò) prepared as of May 15, 2019 summarizes managementôs review of the factors 

that affected the Companyôs financial and operating performance for the three months ended March 31, 

2019, and the factors reasonably expected to impact on future operations and results (ñManagementôs 

Discussion and Analysis of Financial Condition and Results of Operationsò or ñMD&Aò) 

This MD&A is intended to supplement and complement the Companyôs unaudited condensed interim 

financial statements as at and for the nine months ended March 31, 2019 (ñUnaudited Interim Financial 

Statementsò) and the notes thereto, which were prepared in accordance with International Financial 

Reporting Standards (ñIFRSò) and its interpretations adopted by the International Accounting Standards 

Board (ñIASBò). 

Certain information and discussion included in this MD&A constitutes forward-looking information, which 

should be considered in view of the cautionary notes contained in the section Forward-Looking Statements 

at the end of this MD&A. 

The unaudited condensed interim financial statements, the 2018 Audited Financial Statements and the 

Companyôs Annual Information Form are available at www.sedar.com and at the Companyôs website 

www.hartegold.com. All amounts disclosed are in Canadian dollars unless otherwise noted. 

COMPANY OVERVIEW 

Harte Gold is Ontarioôs newest gold producer, through its wholly-owned Sugar Zone Mine in White River, 

Ontario and is involved in the acquisition, exploration, development and operation of mineral resource 

properties, with a current focus on gold properties located in the Province of Ontario, Canada. The 

Company was incorporated in Ontario, on January 22, 1982 and is a reporting issuer in the Provinces of 

Ontario, Alberta and British Columbia. The common shares of the Company are listed for trading on the 

Toronto Stock Exchange under the symbol ñHRTò and on the Frankfurt Stock Exchange under the symbol 

ñH4Oò.  

The Company currently has interests in two gold exploration projects: the 100% owned Sugar Zone 

Property, located 60 km east of the Hemlo area gold mines and northeast of the town of White River and 

the Stoughton-Abitibi Property (formerly Stoughton-Porcupine), located 110 km east of Timmins and 50 km 

north-east of Kirkland Lake held as to 100% for the majority of the claims and 90% for the remaining claims.  

In February 2019, the Company announced the results of its updated Mineral Resource Estimate, which 

included a 55% increase in Indicated Mineral Resources. This proved the Companyôs thesis that additional 

drilling in the Middle Zone would both increase the quantum and grade of the resources. Overall, the 

updated Mineral Resource Estimate concluded on an Indicated Mineral Resource of 4,243,000 tonnes 

grading 8.12 g/t for 1,108,000 ounces contained gold and an Inferred Mineral Resource of 2,954,000 

tonnes, grading 5.88 g/t for 558,000 ounces contained gold. 

In May 2019, the Company filed a National Instrument 43-101 compliant Technical Report titled ñTechnical 

Report and Feasibility Study On The Sugar Zone Gold Operationò, effective February 14, 2019 (the 

ñFeasibility Study Planò). The Feasibility Study Plan concluded on a probable mineral reserve estimate of 

3,879,000 tonnes grading 7.1 grams/tonne for a total of 890,000 ounces produced over a 14 year mine life. 

Harte Gold declared commercial production of the Sugar Zone Mine effective January 1, 2019. 
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The Companyôs exploration activities are focused on the Sugar Zone Property which comprises 

approximately 83,850 hectares as of the current date. The foregoing include four (4) mining leases over 

1,467 hectares, which include the Sugar, Middle and Wolf Zone deposits. The remaining area comprises 

unpatented mining claims.  

FIRST QUARTER HIGHLIGHTS 

Operations 

The Companyôs Q1 2019 financials were benchmarked to the Feasibility Study Plan.  

¶ Mined tonnage was below plan for Q1 2019, though continued to improve over the quarter 

o The mine produced 32,044 tonnes of ore, 10% below plan due to temporary labour, 

equipment and weather issues in January and February  

o Mining rates are achieving plan for the month of April 

¶ The mill processed 38,278 tonnes of ore (425 tpd average), 8% above plan 

o Ore delivered to the mill was supplemented by the lower grade surface stockpile  

o The average head grade processed was 4.86 g/t resulting from the blended grade of 

mine production and the lower grade surface stockpiles 

o Surface stockpiles have been reduced to approximately 10,000 tonnes  

¶ Gold production was 9% below plan, higher-grade mined ore is expected to positively impact 

production in the following quarters 

o Recovery was 92%, in line with plan 

o 5,476 ounces of gold was produced in the first quarter of 2019 

o Lower grade stockpiles blended with ROM ore impacted production 

o As mined tonnages achieve plan, lower grade stockpiles will not be used 

¶ Revenues for the quarter were 17% below plan as a result of lower gold production and sales due 

to mining equipment maintenance, shortages of mining labour, and weather related issues.  

¶ Operating costs were 16% higher than plan, but are expected to reduce in subsequent quarters 

o Unit mining costs were 20% higher resulting from lower tonnages the first two months 

o Unit processing costs were in line with targets 

o Unit G&A costs were 26% higher than plan; however, analysis and plans are underway to 

reduce such costs where possible.  
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Operational Summary, Q1 2019 

    

Three months 
ended 

March 31, 2019 

Feasibility Study 
Plan ended 

March 31, 2019 Variation 
      

Operating Data      

Ore mined (tonnes)  32,044 35,460 -10% 

Ore processed (tonnes)  38,278 35,460 8% 

Average daily throughput (tpd)  425 394 8% 

Head grade (g/t)  4.86 5.91 -18% 

Recovery (%)  92% 92% 0% 

Gold ounces produced  5,476 6,011 -9% 

Gold ounces sold  4,695 6,011 -22% 
      

Financial Data (000 $)      

Revenues  7,859  9,473  -17% 

Mining cost  4,459  4,105  9% 

Processing cost  2,686  2,485  8% 

Site G&A  3,473  2,563  36% 

Inventory changes  277  - - 

Operating income (loss)  (2,482) 320  - 
      

Unit Input Costs (in dollars)      

Mining cost (per tonne ROM) 139 116 20% 

Processing cost (per tonne)  70 70 0% 

Site G&A (per tonne)  91 72 26% 
 

 

Exploration 

¶ Drill permits were received on May 10, 2019 for 11 new property wide targets  

¶ Recent drilling returned high grade intercepts on-strike to the south of the Sugar Zone Deposit, 

which could add significant new gold mineralization 

o Drilling results were returned from the Upper Zone area of the Sugar Zone, expanding 
the mineralized envelope an additional 200 metres on strike to the south 

o Hole SZ-19-266 returned 21.07 g/t over 1.68 metres, including 115.00 g/t over 0.34 
metres (see table below for additional assays) 

o Step out drilling will continue to test the extent of this new zone on strike and down dip 

¶ Exploration at the Hambleton Lake and K7 areas returned anomalous gold values up to 730 ppm 

(0.73 g/t) Au in strongly altered porphyries and intermediate tuffs 

o The widespread extent of alteration observed in these zones is commonly associated 

with much larger deposits 
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o These new areas of mineralization are geologically different from the shear-hosted 

mineralization at the Sugar and Middle Zones and will require further follow-up drilling to 

fully define the extent of mineralization 

¶ Approximately 11,000 metres was drilled Q1 2019, down from previous years while the Company 

focused on ramp-up of operations 

¶ The Company is ramping up its drill program for 2019, targeting near mine areas (Sugar, Middle 

and Wolf) and property wide exploration 

o Near mine drilling will focus on southern extension of the Sugar Zone and convergence of 

the Sugar, Middle and Wolf zones at depth  

Corporate 

¶ The Company received operational permits to increase throughput to 800 tonnes per day (tpd) 

¶ US$82.5 million financing package announced on May 6, 2019 and comprised of 

o US$52.5 million 6-year Term Loan provided by BNP Paribas (ñBNPò) 

o US$20.0 million 3-year Revolving Credit Facility provided by BNP 

o US$10.0 million equity investment provided by Appian Natural Resources Fund 

(ñAppianò) 

¶ Benefits of the refinancing include 

o Removes balance sheet overhang and refinancing risk allowing the Company to focus on 
increasing production to 800 tpd and continued resource expansion 

o Low interest rate: LIBOR plus 2.875% to 3.875% based on credit ratios 

o Partnership with a leading Global Financial Institution 

o Term loan with flexible repayment schedule 

o Continued validation and support from the Companyôs largest shareholder, Appian 
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OUTLOOK 

Operations  

The following outlook is based on the Feasibility Study Plan, adjusted for Q1 2019 actual results. 

¶ Operations are on track for Q2 to Q4 2019 

¶ Full year 2019, the Company expects to produce 39,200 ounces of gold 

¶ Operating costs over this period are expected to be $200 per tonne, implying a cash cost of 

$1,050 to $1,100 per ounce (US$800 to US$850 per ounce) 

¶ All in sustaining cost of $1,700 to $1,775 per ounce (US$1,300 to US$1,350 per ounce)  

¶ Achieving 800 tpd, currently targeted for Q4 2019 per the Feasibility Study Plan, will result in 

decreased operating and AISC costs 

¶ With the increase in production rates, 2020 Feasibility Study cash costs are US$615 per ounce 

(AISC of US$913 per ounce) and life of mine cash costs are US$643 per ounce (AISC of $845 

per ounce)  

Quarterly Production Outlook ï Feasibility Study Plan 

  Actual Feasibility Study Plan Full Year* 

    Q1 2019 Q2 2019 Q3 2019 Q4 2019 2019 
 

    

 

Production        

Throughput (tpd) 425 532 646 722 581 

Ore Tonnage (tonnes) 38,278 47,900 58,100 65,000 209,200 

Head Grade (g/t) 4.86 6.75 5.96 6.71 6.18 

Mill Recovery 91.6% 94.0% 95.5% 95.5% 94.3% 

Gold Production (oz) 5,476 9,800 10,600 13,400 39,200 
         

 

Unit Input Costs (in Cdn 
dollars)         

Mining cost (per tonne ROM) 139 97 99 100 105 

Processing (per tonne milled) 70 46 37 36 45 

Site G&A (per tonne milled) 91 52 41 36 50 
 

* Numbers may not add due to rounding 

 

Exploration 

¶ Expanded exploration program to resume in H2 2019 to follow-up on high priority targets 

identified through geophysics and prospecting over the past 12 months 

¶ The Company plans to mobilize four rigs to site (two rigs near-mine, two rigs property wide 

exploration) 
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VALUE OPPORTUNITIES FOR 2019 

The following are some of the values opportunities management is pursuing to improve mine plan 

economics currently not captured in the Feasibility Study Plan: 

¶ Cost optimizations related to contractor costs and site maintenance 

¶ Accelerate the ramp-up to achieve 800 tpd ahead of Q4 2019 

¶ Explore opportunities to access higher grade areas of the mine plan currently not in the 2019 plan 

(see illustration below) 

¶ Improve gold concentrate sale terms to Glencore 

Feasibility Study Mine Plan  

 

OPERATING ACTIVITIES 

Mining 

¶ In the months of January and February, start-up challenges included contractor equipment 

breakdowns, lack of manpower, reduced power voltage, power outages and weather related road 

closures 

¶ During March, ore supply consistently improved as the following was completed: 

o Underground equipment availability issues were addressed 

o Continued focus on recruitment of skilled mine workers 

o The underground electrical system was upgraded resulting in waste and sill development 

targets being achieved 
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o Ore supply from stopes is now on track as more stopes are brought on line 

¶ The Feasibility Study plan was achieved for the month of April with underground mining achieving 

an average daily tonnage of approximately 540 tpd 

¶ Mined grade is consistent with plan 

o Stope blasting has gone smoothly, resulting in minimal overbreak or unplanned dilution 

Mined Ore Tonnage ï Actual vs. Target (540 tpd) Diluted Mined Grade ï Actual vs. Target 

  

Processing 

¶ The mill and tailings management facility are operating to plan 

¶ Mill throughput exceeded plan as surface stockpiles offset lower mine production in January and 

February 

¶ Overall mill recovery was consistent with plan averaging 91% over the first quarter 

o Recovery from the gravity circuit was 38% and flotation recovery was 53% 

o Gravity recovery is expected to increase with higher grade ore deliveries 

Processed Ore Tonnage ï Actual vs. Target Overall Mill Recovery ï Actual vs. Target 
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EXPLORATION 

Near Mine Drilling ς Sugar Zone South Extension 

Hole # From To Grade (g/t Au) Width (m) 

SZ-19-265 638.85 640.75 8.62 1.90 

SZ-19-266 491.32 493.00 21.07 1.68 

Including 492.14 492.48 115.00 0.34 

SZ-19-267 405.23 408.54 3.92 3.31 

Including 408.15 408.54 26.50 0.39 

(core intersection lengths approximate 80% true width, assay results are uncut, fire assay with metallic 
screen on samples >10 g/t) 

Sugar Zone Longitudinal Production 
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About the K7 Area 

The K7 Area is located south of the Sugar Zone Mine.  Drilling continues to intersect wide intervals of 

feldspar porphyry in proximity to a mafic volcanic/sedimentary contact.  Anomalous gold values up to 0.73 

g/t Au were intersected within a moderately silicified feldspar porphyry.  Additional anomalous intersections 

were intersected within moderately silicified porphyry and iron formation respectively. 

A VLF survey was completed in the K7 South Area covering the same volcanic / sediment contact to define 

potential drill targets in this area.  Several prospective VLF trends were outlined from the VLF survey.  A 

geological mapping and sampling program completed last year in this area outlined several altered mafic 

volcanic and feldspar porphyry outcrops with anomalous copper values to 1,750 ppm and gold values up 

to 1 g/t. 

About the Hambleton Lake Area 

Drilling at Hambleton Lake was successful returning the extension of the Fisher Zone with drilling 

intersecting several altered mafic volcanic and porphyry units with widths up to 22 metres, accompanied by 

1-2% pyrite and pyrrhotite.  Several holes returned anomalous zinc values in iron formation most notably 

HG-19-27 which assayed 0.44% zinc over 0.35 metres and hole HG-19-26 which assayed 0.27% zinc over 

0.67 metres.  Deeper drilling is currently being planned to test the outlined alteration system and iron 

formations down dip. 

Sugar Zone Property Exploration Permits 

 












