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IN THE MATTER of the Ontario Energy Board Act, 1998,
S.0. 1998, c.15, Schedule B;

AND IN THE MATTER of an Application by Rainy River
Resources Ltd. for an Order or Orders under section 92, 96,
97 and 101 of the Ontario Energy Board Act, 1998 granting
Leave to Construct new Transmission Facilities between the
Rainy River Mine and the Hydro One Networks Inc. 230 kV
Transmission Grid north of Highway 615 near Panorama
Lake in the Township of Chapple in the Territorial District of
Rainy River.

RAINY RIVER POWERLINE PROJECT

APPLICATION

Rainy River Resources Ltd. (“RRR” or “Applicant”) is a corporation with its principal
business office in Toronto, Ontario. RRR carries on the business of developing and
operating mines. RRR is owned by New Gold Inc. (“New Gold”), an intermediate mining
company with its head office in Vancouver, B.C. and an office in Toronto, Ontario. Publicly
available information on RRR and New Gold has been provided at Exhibit B, Tab 1,
Schedule 1, Appendix A and B respectively. New Gold is traded under the symbol NGD on
the TSX and NYSE-MKT

RRR hereby applies to the Ontario Energy Board (“Board”) pursuant to section 92 of the
Ontario Energy Board Act, 1998, S.0O. 1998, c. 15 Schedule B (“OEB Act”) for an order or
orders granting leave to construct approximately 17 kilometres of 230kV transmission line
(the “Rainy River Powerline Project” or “Transmission Line”) and facilities to provide
electricity to the Rainy River Project (“RRP”). An overview map of the proposed
Transmission Line is provided at Exhibit A, Tab 2, Schedule 2. More detailed maps are
found at Exhibit B, Tab 2, Schedule 2.
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The Rainy River Powerline Project includes 17km of 230kv transmission line, the station and
breaker at the inter-connection to the existing Hydro One Networks Inc. (“Hydro One")

230kV transmission line, circuit K24F, and the transformer station at the mine.

The route of the Transmission Line was selected through an environmental assessment
process and generally runs from the mine in a north-easterly direction to the inter-

connection with the Hydro One K24F circuit near Panorama Lake.

RRR also applies, pursuant to section 97 of the OEB Act, for approval of the form of
easement agreement found in Exhibit B, Tab 6, Schedule 4 and pursuant to section 101 of

the OEB Act for authority to cross Highway 71.

The RRP will have an initial load of approximately 10MW and a peak demand of
approximately 57MW. There are no transmission facilities adequate to supply the size of

the load located near the RRP other than the proposed point of inter-connection.

The list of interested parties includes Hydro One, the Independent Electricity System
Operator (the “IESO”) and landowners, rights holders in close proximity to the proposed
Transmission Line and certain First Nations, including those that have entered into a
Participation Agreement with RRR. A list of interested parties is provided in Exhibit A, Tab
3, Schedule 2.

A draft affidavit of Title Search may be found at Exhibit B, Tab 6, Schedule 6. This will be
finalized upon receipt of direction from the Board. The vast majority of the proposed route is
on Crown land for which RRR has surface rights and for which a permit will be required from
the Ministry of Natural Resources pending RRR’s receipt of a mineral and surface lease with

respect to the applicable lands.

The Applicant has completed a system impact assessment (“SIA”) with the IESO. A copy of
the SIA is found at Exhibit B, Tab 6, Schedule 2.

10) A customer impact assessment (“CIA”) is currently being completed by Hydro One which will

show the potential impacts, if any, to the reliability of service for other customers. RRR will
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file the CIA as soon as it becomes available. RRR will adhere to the requirements of the

CIA and SIA.

11) Construction of the Rainy River Powerline Project is anticipated to begin January 2015 with
commissioning and energization occurring February 2016. Purchasing commitments to

major equipment services is anticipated to be made during the summer/fall 2014.

12) RRR expects to enter into a series of agreements with Hydro One in accordance with the
provisions of the Transmission System Code. Included will be the calculation of any cost
contribution to Hydro One for the work required to complete the connection. RRR will
finance and construct the Rainy River Powerline Project using its own resources which may
include support from New Gold. As such, the Rainy River Powerline Project will have no
adverse impact on other ratepayers. It is anticipated that the addition of the load from the
RRP, once operational, will have a beneficial impact for other ratepayers through increased

demand on the existing grid.

13) A wholesale license for participation in the IESO market will be submitted to the OEB under
separate application. An application to the IESO for market participation will also be made

in due course.

14) RRR requests the Board issue a Letter of Direction for publishing the Notice of Application

and Hearing, and that a copy be posted on the website of the Applicant.

15) The Application is supported by written evidence which is pre-filed and may be amended
and updated from time to time prior to the Board’s final decision on this Application. RRR
may seek meetings with Board Staff and other interested parties in an attempt to identify
and reach agreement on issues arising out of this Application.

16) RRR requests this proceeding be conducted in writing.

17) RRR requests the Board issue a decision in this matter prior to July 31, 2014.
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18) RRR requests that correspondence in this proceeding be conducted in English and that all

correspondence should be directed to:

a)

b)

c)

19) RRR requests the Board issue Order or Orders:

a)

b)

c)
d)

The Applicant:
Address:

Telephone:
Email:

The Applicant's Counsel:
Address:

Telephone:
Fax:
Email:

Applicant's Consultant
Address:

Telephone
Fax:
Email:

Rainy River Resources Ltd.
c/o New Gold Inc.

200 Bay Street

Toronto, ON M5J 2J8

Attention: Darcy Cowan
(416) 645-7281
Darcy.Cowan@newgold.com

Aird & Berlis LLP

Suite 1800, Box 754

Brookfield Place, 181 Bay Street
Toronto, ON M5J 2T6

Attention: Mr. Scott A. Stoll
(416)865-4703
(416)865.1515
sstoll@airdberlis.com

SanZoe Consulting Inc.
25 Priest Ave.
Minesing, ON LOL 1Y3

Attention: Wayne Clark
(705)728-3284
(705)721-0974
c.w.clark@sympatico.ca

as necessary for the publication of notice for this proceeding and the scheduling of the

hearing;

granting leave to construct for the Rainy River Powerline Project pursuant to section 92 of

the OEB Act;

approving the proposed easement agreement pursuant to section 97 of the OEB Act;

granting approval to cross Highway 97 pursuant to section 101 of the OEB Act; and


mailto:sstoll@airdberlis.com
mailto:c.w.clark@sympatico.ca
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e) such other relief as may be requested.

DATED January 13, 2014 at Toronto, Ontario

15978830.2

RAINY RIVER RESOURCES LTD.

By its Counsel
AIRD & BERLIS LLP

Original signed by Scott Stoll

Scott A. Stoll
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SUMMARY OF PREFILED EVIDENCE

Overview

Rainy River Resources Ltd. (“RRR” or “Applicant”) has applied to the Board, pursuant to
section 92 of the Ontario Energy Board Act, 1998, c. 15, Schedule B (“OEB Act”) for an
order or orders granting leave to construct approximately 16.7km of 230kV transmission line
and related facilities (the “Rainy River Powerline Project” or "Transmission Line")
between the Rainy River Project (“RRP")and the Hydro One Networks Inc. (“Hydro One”)
existing 230kV grid, circuit K24F, connecting Fort Frances and Kenora. A detailed map
showing the location of the RRP and proposed Transmission Line may be found at Exhibit
B, Tab 2, Schedule 2.

The RRP is centered in the Township of Chapple in the Territorial District of Rainy River in
northwestern Ontario, approximately 65 kilometres north of Fort Frances, 162 kilometres
south of Kenora and 418 kilometres west of Thunder Bay. The inter-connection to the
Hydro One transmission system will occur approximately 51km from Fort Frances near
Panorama Lake north of Highway 615.

Figure 1 — RRP Location

Kenora
=l

. RAINY RIVER GOLD PROJECT
efFort Frances .Thunder Bay

WITNESS: To Be Determined
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Section 92 Application

In order for the Board to grant leave to construct, the Board is to consider the following:

96(2) In an application under section 92, the Board shall only consider
the following when, under subsection (1), it considers whether the
construction, expansion or reinforcement of the electricity transmission
line or electricity distribution line, or the making of the interconnection, is
in the public interest:

1. The interests of consumers with respect to prices and the reliability and
guality of electricity service.

2. Where applicable and in a manner consistent with the policies of the
Government of Ontario, the promotion of the use of renewable energy
sources.
For the reasons provided in support of this Application, RRR submits that the proposed
facilities are in the "public interest" and should be approved under Section 92 of the OEB
Act. Accordingly, RRR requests an Order from the Board granting leave to construct

pursuant to Section 92 of the OEB Act by July 31, 2014.

Proponent

RRR is a Canadian precious metals exploration company whose key asset is the RRP, a
large gold system in Northwestern Ontario. RRR was listed on the Toronto Stock Exchange
main board under the symbol "RR" prior to being acquired by New Gold Inc. ("New Gold").
As at June 30, 2013, as filed on SEDAR, RRR had approximately $80 million in cash and

cash equivalents.

New Gold and RRR jointly announced on May 31, 2013 that they had entered into a
definitive acquisition agreement whereby New Gold would offer to acquire all of the
outstanding shares of RRR. Pursuant to a successful takeover bid, on July 24, 2013 New
Gold acquired 86% of RRR, as well as an additional 11% on August 8, 2013. Thereafter,
New Gold completed a compulsory acquisition of the remaining shares of RRR to bring its
ownership to 100%, effective October 15, 2013. New Gold is an intermediate gold mining
company. The company has a portfolio of four producing assets and two significant
development projects. The combination of the New Afton Mine in Canada, the Cerro San

Pedro Mine in Mexico, the Mesquite Mine in the United States and the Peak Mines in

WITNESS: To Be Determined
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Australia positions New Gold as one of the lowest cost producers in the industry. In 2013,
the company is forecasting between 390,000 and 400,000 ounces of gold production. In
addition to its four operating mines, New Gold owns 100% of the Blackwater project in
Canada and 30% of the world-class ElI Morro project located in Chile. Further information

on New Gold may be found at www.newgold.com.

The Rainy River Project

The following provides highlights from the RRP April 2013 Feasibility Study that give a brief

overview of the magnitude of the development.

e Proven and Probable Mineral Reserves of 4.0 million ounces of gold and 10.3 million
ounces of silver.

e Average annual production of 326,000 of gold and 494,000 ounces of silver over the
first 10 years of a combined open pit and underground mining operation is
anticipated.

e Initial pre-production capital costs of $713 million.

e Total open pit sustaining capital costs of $322 million (tailings facilities, overburden,
waste removal, and equipment).

e Underground development capital costs of $68 million, commencing in 2016, funded
by operating cash flows.

e Underground sustaining capital costs of $95 million (development, infrastructure and

equipment).

For further information, refer to the technical report filed by RRR on SEDAR on May 24,
2013.

WITNESS: To Be Determined
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The Transmission Line
The maximum power demand of the RRP is estimated at 56.9 MW. The inter-connection to
the Hydro One grid, the K24F circuit, will occur north of Highway 615 and southwest of
Panorama Lake. The 230kV line will travel approximately 17km south and west to the mine.
The main 230-27.6 kV substation will be located near the concentrator building at the mine.
The electrical distribution to the site infrastructure will consist of a dedicated 27.6 kV

overhead line distribution network.

The Independent Electricity System Operator (“IESO”) has completed a System Impact
Assessment (“SIA”). The SIA is found at Exhibit B, Tab 6, Schedule 2. The design,
construction and operating parameters of the proposed facilities are acceptable with certain
conditions regarding the design of protections and controls and the acceptance to curtail
load when direct by the IESO. RRR has requested that Hydro One complete a Customer
Impact Assessment (“CIA”). The CIA will be filed as evidence when available. RRR will
abide by the conditions required by the IESO and Hydro One in the SIA and CIA. The
design of the proposed facilities is in accordance with the Transmission System Code, the

IESO market rules and good utility practice.

A construction schedule can be found at Exhibit B, Tab 5, Schedule 1. The anticipated
normal demand of 50MW will be relatively flat 24 hours a day, seven days a week. The
RRP will not require significant changes to the transmission network. It is likely that it will
have a positive impact on prices as the new load will more fully utilize the existing assets of

the transmission network.

Permits and Approvals

In order to complete the Rainy River Powerline Project, RRR requires a number of permits
and certain land rights both for construction and permanent rights. RRR will obtain the
required land rights prior to entering the lands for the construction of the Transmission Line.
A summary of the impacted landowners and rights holders is provided at Exhibit B, Tab 6,
Schedule 3. RRR has included a draft easement agreement that will be offered to each

impacted landowner where an easement is required. A summary of the required permits is

WITNESS: To Be Determined
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provided in Exhibit B, Tab 6, Schedule 1. RRR does not foresee any issues with the
issuance of the necessary permits in due course.

a) Provincial Environmental Assessment

The Ministry of the Environment (MOE) Guide to Environmental Assessment Requirements

for Electricity Projects provides a guide to assist proponents in comprehending the

environmental assessment ("EA") requirements of Ontario Regulation (O. Reg.) 116/01

Electricity Projects under the Ontario Environmental Assessment Act. The proposed

Transmission Line is 230 kV of approximately 17 km length and is not associated with a

generation facility. It is therefore considered a Category B Project. Category B Projects are

required to follow the process under Ontario Hydro’'s (now Hydro One) Class Environmental

Assessment for Minor Transmission Line Facilities.

RRR entered into a Voluntary Agreement with the Ontario Ministry of the Environment
(MOE) on May 4, 2012, to conduct a Provincial Individual EA for the RRP that will meet the
requirements of the Ontario Environmental Assessment Act. RRR initiated the Provincial EA
process, through the submission of a draft Terms of Reference (ToR) to facilitate ongoing
public consultation on the RRP. The Proposed ToR, as subsequently amended, was

approved by the Ontario Minister of the Environment on May 15, 2013.

RRR has completed the draft EA report in accordance with the Approved ToR and The
Code of Practice: Preparing and Reviewing Environmental Assessments in Ontario (June
2007). The draft EA report was made available for comment on July 19 2013 for a 30-day
period, and could be downloaded from the internet or viewed at several public review

locations.

b) Federal Environmental Assessment
Although the transmission line itself is not identified under the Canadian Environmental
Assessment Act (CEAA) 2012 Regulations Designating Physical Activities, the potential
application of CEAA 2012 to mine was identified based on the following Activities identified
in Regulation:

e Section 8: The construction, operation, decommissioning and abandonment of a

facility for the extraction of 200,000 m*a or more of ground water....

WITNESS: To Be Determined
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e Section 15(d): The construction, operation, decommissioning and abandonment of a
gold mine, other than a placer mine, with an ore production capacity of 600 t/d or

more.
Based on these criteria, RRR submitted a Project Description, which included the
transmission line and facilities, to the Canadian Environmental Assessment Agency ("CEA
Agency") that was subsequently approved on August 31, 2012. Based on the Project
Description, the CEA Agency confirmed that a Federal EA was required and issued draft
Environmental Impact Statement (EIS) Guidelines on October 19, 2012 to help identify the
scope of the EA required for the RRP. On December 18, 2012 RRR was informed that a
Standard Assessment would be required for the RRP and final EIS Guidelines were issued
by the CEA Agency. The draft EA report was developed to fulfill the requirements of the EIS

Guidelines.

c) Consultation
RRR requested advice from the Ministry of Northern Development and Mines (“MNDM”) in
2010 and again in 2011 as to which Aboriginal groups should be engaged regarding the
RRP due to potential impacts of exploration and mine development on Aboriginal or Treaty
rights. Following advice provided by MNDM at the time, RRR engaged the following nine
First Nations, along with the Métis Nation of Ontario (MNO), that could be affected by RRP:

¢ Anishinaabeg of Naongashing (Big Island) First Nation

e Couchiching First Nation

e Lac La Croix First Nation

e Mishkosiminiziibiing (Big Grassy River) River First Nation

e Mitaanjigamiing First Nation

e Naicatchewenin First Nation

¢ Nigigoonsiminikaaning First Nation

e Rainy River First Nations

e Seine River First Nation

e Sunset Country Métis
In May 2012, the Provincial government updated the list of Aboriginal groups, see list below,

RRR was to consult or notify about mine development:

WITNESS: To Be Determined
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¢ Anishinaabeg of Naongashing (Big Island) First Nation
¢ Mishkosiminiziibiing (Big Grassy River) River First Nation
o Métis — Rainy River Lake of the Woods RCC Region #1
¢ Naicatchewenin First Nation
¢ Naotkamegwanning (Whitefish Bay) First Nation
o QOjibways of Onigaming First Nation
o Rainy River First Nations
o Buffalo Point First Nation
e Anishinabe of Wauzhushk Onigum First Nation (Rat Portage)®
¢ Couchiching First Nation*

e Lac La Croix First Nation*

RRR and the Naicatchewenin First Nation, Rainy River First Nations, Mitaanjigamiing First
Nation, Couchiching First Nation, Lac La Croix First Nation and Seine River First Nation
announced on April 3, 2012 the signing of a Participation Agreement ("PA") with respect to
the development and operation of the RRP. The PA is the culmination of negotiations
initiated by the parties pursuant to a Memorandum of Understanding entered into in May of
2010.

Land

RRR is in the process of acquiring additional land rights and is not aware of any issue that
would prevent the acquisition of the necessary land rights to complete the Project. An
easement agreement to be offered to landowners is provided at Exhibit B, Tab 6, Schedule
5.

* Notification Only

WITNESS: To Be Determined
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LIST OF INTERESTED PARTIES

The list of interested parties in the RRP and the Rainy River Powerline Project has been
compiled from landowners, rights holders and industry organizations and First Nations and
Métis that have been involved in the environmental assessment process regarding the RRP and
the Transmission Line. Rights holders include the holders of timber licenses, bait-line licenses
and trap-line licenses. Hydro One and the IESO are also interested parties as a result of the
inter-connection to the 230kV transmission grid.

This schedule is being filed in confidence due to the personal information of identifiable
individuals. A copy of the landownership map has been provided in confidence at Exhibit B,
Tab 6, Schedule 4, Attachment 1. A redacted version is available in the copy of the Application
filed on the public record.

Table A.3.2-1 List of Interested Parties.

INTERESTED PARTY CONTACT INFORMATION
Rainy River Resources Ltd. 1 Richmond Street West, Suite 701
Toronto, ON
M5H 3W4

Attention: Land and Corporate Manager
Tel: (416) 645-7285

—

Her Majesty the Queen in the Right of the ¢/o Ontario Ministry of Transportation
Province of Ontario represented by the Northwestern Region - Property
Minister of Transportation and Section/Corridor Management
Communication 615 James Street South

Thunder Bay, ON
P7E 2V5
Tel: (807) 473-2000
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INTERESTED PARTY CONTACT INFORMATION
Hydro One Networks Inc. Independent Electricity System Operator

483 Bay Street

North Tower, 15" Floor Reception

Toronto, ON

M5G 2P5

Ontario Power Generation Inc. 700 University Avenue

Toronto, ON

M5G 1X6

Attention: Manager — Real Estate Services
Ministry of Northern Development and Mines | Mining Lands Section

3" Floor, 933 Ramsey Lake Road
Sudbury, ON

P3E 6B5

Attention: Mr. Tony Scarr, Manager —
Technical Services Unit / Ms. Julie McFarling,
Lands Technician

Tel: (705) 670-5738

Ministry of Natural Resources 922 Scott Street
Fort Frances, ON

Responsible for Timber licenses and P9A 134

Crown land. Tel: (807) 274-5337
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INTERESTED PARTY

CONTACT INFORMATION

I

Independent Electricity System Operator

655 Bay Street

Suite 410

P.O. Box 1

Toronto, ON M5G 2K4

Tel: 905-403-4291
Attention: Tam Wagner, Sr. Regulatory
Analyst

Anishinaabeg of Naongashing (Big Island)
First Nation

1 Main Road

Box 335

Morson, ON POW 1J0
Telephone: (807) 488-5602
Toll Free: 1 888 238 0102
Fax: (807) 488-5492

Chief Wesley Big George

Couchiching First Nation

107 Highway 11 East

RMB 2027

R.R. #2

Fort Frances, ON P9A 3M3
Phone: (807) 274 — 3228
chuckmcp@vianet.ca

Lac La Croix First Nation

Street A

Box 640

Fort Frances, ON P9A 3M9
Phone: 807-485-2431 x2222
Fax: 807-485-2583
reception@llcfn.ca
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INTERESTED PARTY

CONTACT INFORMATION

Mishkosiminiziibiing (Big Grassy River) River
First Nation

Box 414
410 Anishinabe Way
Morson, ON POW 1J

Mitaanjigamiing First Nation

P.O. Box 609

Fort Frances, ON P9A 3M9
Telephone: (807) 274-2188
Toll Free: 1-888-389-6839
Chief Janice Henders

Naicatchewenin First Nation

186 Main Community Road
RR#1

Box 15

Devlin, ON POW 1CO
Phone: (807) 486-3407
Fax: (807) 486-3704
Wayne.smith@bellnet.ca

Nigigoonsiminikaaning First Nation

P.O. Box 68
Fort Frances, ON P9A3M5

Rainy River First Nations

P.O. Box 450

Emo, ON POW 1EO
Phone: 807-482-2479
Fax: 807-482-2603
Chief Jim Leonard

Seine River First Nation

33 Riverside Road West
P.O. Box 124,

Mine Centre, ON POW 1HO
Phone: 807-599-2224

Fax: 807-599-2865
daniel.warren@bellnet.ca

Sunset Country Métis

426 Victoria Ave
Fort Frances, ON P9A 2C3

Métis — Rainy River Lake of the Woods RCC
Region #1

Box 403

Fort Frances, ON P9A 3M7
Phone: 807-274-1386

Fax: 807-274-9773
danao@metisnation.org
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INTERESTED PARTY

CONTACT INFORMATION

Naotkamegwanning (Whitefish Bay) First
Nation

Pawitik Post Office,

Pawiti, ON POX 1LO

Phone: 807-226-5411

Fax: 807-226-5389
Naot@Naotkamegwanning.ca

Ojibways of Onigaming First Nation

PO BOX 160

Nestor Falls, ON PO0X 1KO
Phone: 807-484-2162

Fax: 807-484-2737

Chief Bob Kelly

Buffalo Point First Nation

PO Box 1037

Buffalo Point, MB ROA 2WO0
Phone: 204-437-2133

Fax: 204-437-2688
reception@buffalopoint.mb.ca

Anishinabe of Wauzhushk Onigum First
Nation (Rat Portage)

PO Box 1850

Kenora, ON P9N 3X8
Phone: 807-548-5663
Fax: 807-548-4877

16203359.1


mailto:Naot@Naotkamegwanning.ca

Filed: January 13, 2014
Exhibit A

Tab 4

Schedule 1

Page 1 of 1

LETTERS OF ACKNOWLEDGMENT AND DIRECTION

(to be updated)
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NOTICE OF APPLICATION AND AFFIDAVIT OF SERVICE

(to be updated)
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PROCEDURAL ORDERS

None at time of Application (to be updated)
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WITNESS CVS

(To be provided)
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PROPONENT, LOCATION AND PROJECT

Proponent

RRR is a Canadian precious metals exploration company whose key asset is the RRP, a large
gold system centred in Richardson Township. RRR was listed on the Toronto Stock Exchange
main board under the symbol "RR" prior to being acquired by New Gold Inc. As at June 30,
2013, as filed on SEDAR, RRR had approximately $80 million in cash and cash equivalents.
A copy of its most recent securities filings financials may be found at Exhibit B, Tab 1,
Schedule 1, Attachment 1. Further information on RRR may be found at

http://www.rainyriverresources.com.

RRR is forecasting a construction spend of $713.5 million and 2,415 person-years of direct
employment and another 1,252 person-years of indirect employment and 883 person-years of
induced employment. It is expected that the operational life of the mine will be from 2016 to

2031 with approximately 727 employees during an average yeatr.

New Gold and RRR jointly announced on July 24, 2013 that 89.2 million common shares of
RRR had been validly deposited in response to New Gold's offer to acquire all of the
outstanding shares of RRR. New Gold is an intermediate gold mining company. The company
has a portfolio of four producing assets and two significant development projects. The
combination of the New Afton Mine in Canada, the Cerro San Pedro Mine in Mexico, the
Mesquite Mine in the United States and the Peak Mines in Australia positions New Gold as one
of the lowest cost producers in the industry. In 2013, the company is forecasting between
440,000 and 480,000 ounces of gold production. In addition to its four operating mines, New
Gold owns 100% of the Blackwater project in Canada and 30% of the world-class El Morro
project located in Chile. A copy of its most recent securities filings financials may be found at
Exhibit B, Tab 1, Schedule 1, Attachment 1. Further information on New Gold may be found at

www.newgold.com.



http://www.rainyriverresources.com/
http://www.newgold.com/
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RRP Location

The RRP is centered in the Township of Chapple in the Territorial District of Rainy River in
northwestern Ontario, approximately 65 kilometres north of Fort Frances, 162 kilometres south
of Kenora and 418 kilometres west of Thunder Bay. The inter-connection to the Hydro One
transmission system will occur approximately 51km from Fort Frances near Panorama Lake
north of Highway 615. A map of the detailed route of the RRP may be found at Exhibit B, Tab 2
Schedule 2.

Figure 1 — RRP Location
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RRP Overview

The following summary provides a brief overview of the magnitude of the development of the

RRP and provides some highlights:

Proven and Probable Mineral Reserves of 4.0 million ounces of gold and 10.3 million

ounces of silver.

e According to the April 2013 Feasibility Study average annual production of 326,000
of gold and 494,000 ounces of silver over the first 10 years of a combined open pit

and underground mining operation is anticipated.
e Initial pre-production capital costs of $713 million.

e Total open pit sustaining capital costs of $322 million (tailings facilities, overburden,

waste removal, and equipment).

e Underground development capital costs of $68 million, commencing in 2016, funded

by operating cash flows.

e Underground sustaining capital costs of $95 million (development, infrastructure and

equipment).
¢ An open pit mine with approximately 20,000 tonnes per day of ore production.
¢ An underground mine with approximately 2,000 tonnes per day of ore production
The Transmission Line

The maximum power demand of the Transmission Line is estimated at 56.9 MW. The inter-
connection to the Hydro One grid, the K24F circuit, will occur north of Highway 615 and
southwest of Panorama Lake. The 230kV line will travel approximately 17km south and west to
the mine. The main 230-27.6 kV substation will be located near the concentrator building at the
mine. The electrical distribution to the site infrastructure will consist of a dedicated 27.6 kV

overhead line distribution network, equipped with 4/0 ACSR conductors.
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1  Further details on the selection process of the technical elements of the Rainy River Powerline
2  Project may be found in the SIA at Exhibit B, Tab 3, Schedule 1 and Exhibit B, Tab 6, Schedule

3 2respectively.
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RAINY RIVER RESOURCES LTD.

CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Stated in Canadian Dollars)

FOR THE THREE AND SIX MONTHS ENDED
June 30, 2013

(Unaudited)
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June 30, December 31,
ASSETS 2013 2012
Current assets
Cash and cash equivalents Note 4 $ 80,437,330 $ 102,118,421
Receivables Note 6 521,738 1,430,993
Prepaid expenses 95,695 87,392
81,054,763 103,636,806
Non-current assets
Investments Note 5 131,579 263,158
Mineral properties, plant & equipment Note 7 56,863,319 53,132,217

$ 138,049,661 $ 157,032,181

LIABILITIES
Current
Accounts payable and accrued liabilities $ 7,022930 $ 6,550,813
Current portion of lease obligation Note 12 38,863 38,863
7,061,793 6,589,676
Non-current
Lease obligation Note 12 72,786 92,724
7,134,579 6,682,400
SHAREHOLDERS' EQUITY
Share capital Note 11 326,851,188 325,566,869
Contributed surplus Note 11 31,442,975 30,132,547
Obligation to issue shares Note 11 69,654 706,691
Accumulated deficit (227,448,735) (206,056,326)
130,915,082 150,349,781

$ 138,049,661 $ 157,032,181

Commitments (Note 12)

Subsequent events (Note 17)

APPROVED ON BEHALF OF THE DIRECTORS:

Signed “Dale C. Peniuk” Signed “Raymond W. Threlkeld™

Dale C. Peniuk, Director Raymond W. Threlkeld, Director

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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For the six months
ended June 30,

2012 2013 2012

Expenses

Exploration and evaluation Note 8 $ 7,365,224 $ 15,844,120 $ 15,905,202 $ 32,572,423

General and administration Note 8 3,688,289 2,430,927 6,083,787 5,214,534

Finance expense Note 12 1,528 2,034 3,188 2,763
Impairment loss on available-for-sale investments Note 5 - - 131,579 -
Finance income Note 9 (390,724) (564,657) (731,347) (886,897)
Loss for the period $(10,664,317) $(17,712,424)  $(21,392,409) $(36,902,823)
Basic and diluted loss per share Note 10 $ (0.10) $ (0.20) $ (0.21) $ (0.42)

Condensed Interim Consolidated Statements of
Comprehensive Loss
(Unaudited)

For the three months
ended June 30,
2013

For the six months
ended June 30,

2012 2013 2012

Loss for the period $(10,664,317) $(17,712,424)  $(21,392,409) $(36,902,823)
Other comprehensive loss

Unrealized loss on available-for-sale investments, net of tax - (123,888) - (237,777)

Reclassification of unrealized losses on disposal

of available-for-sale investments - 12,000 - 12,000

Other comprehensive loss for the period - (111,888) - (125,777)
Comprehensive loss for the period $(10,664,317) $(17,824,312)  $(21,392,409) $(37,028,600)

The accompanying notes are an integral part of these condensed interim consolidated financial state

ments.
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Accumulated
Share capital Obligation other
Number of Share Contributed to issue comprehensive Accumulated
shares capital surplus shares loss deficit Total

Balance at January 1, 2013

Loss for the period
Other comprehensive loss

Comprehensive loss for the period

Stock based compensation Note 11c,e
Receipts under employee share

purchase plan ("ESPP") Note 11e
Shares issued to employees

under ESPP Note 11e
Share issued in connection with community

development objectives Note 11d
Property option agreements and

mineral property purchases Note 11b (ii)

Balance at June 30, 2013

Balance at January 1, 2012

Loss for the period
Other comprehensive loss

Comprehensive loss for the period

Stock based compensation Note 11c.e
Stock options exercised
Reclassification of fair value of options

excercised
Fair value of warrants issued

for mineral properties Note 11c
Warrants exercised
Share issued in connection with community

development objectives Note 11d
Property option agreements and
mineral property purchases Note 11b (ii)

Balance at June 30, 2012

99,904,050 $325,566,869 $30,132,547 $706,691 $

$(206,056,326)

; . . - - (21,392,409)

150,349,781

(21,392,409)

(21,392,409)

- 1,310,428 45,249 - -

- - - 90,497 - -
37,259 129,926 - (129,926) - -
254,664 642,857 - (642,857) - -

199,831 511,536 - - - -

(21,392,409)

1,355,677

90,497

511,536

@

100,395,804 $326,851,188 $31,442,975 $ 69,654 $(227,448,735)

$ 130,915,082

84,016,582  $235,034,032 $23,723/439 $ 74,714 $ (97,222) $(140,107,991)

- - - - - (36,902,823)
- (125,777) -

$118,626,972

(36,902,823)
(125,777)

- (125,777) (36,902,823)

- - 3,003,181 156,297 - -

23,334 96,668 ; ;
54,644 (54,644) - - ;

- - 379,210 - ; )
3,646,450 25,889,795 - - ; ;
114,954 642,858 - - . ;
861,892 4,329,686 - - . ;

(37,028,600)

3,159,478
96,668

379,210
25,889,795

642,858

4,329,686

88,663,212 $266,047,683 $27,051,186 $231,011 $ (222,999) $(177,010,814)

$116,096,067

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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For the six months
ended June 30,
2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period $ (21,392,409) $ (36,902,823)
ltems not involving cash:
Amortization 203,516 181,509
Interest accrual on short-term investments - (48,904)
Impairment loss on investments Note 5 131,579 -
Loss on disposal of investments Note 7 - 24,000
Stock-based compensation Note 11c 1,355,677 3,159,478
Employee share purchase plan Note 11e 90,497 -
Shares for community-development expenses Notes 11d - 672,858
Changes in non-cash working capital items:
Accounts payable and accrued liabilities 472,117 2,562,099
Receivables Note 6 909,255 (170,611)
Prepaid expenses (8,303) (49,208)
Cash flows used in operating activities (18,238,071) (30,571,602)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds on issue of share capital Note 11b - 25,986,463
Cash flows provided by financing activities - 25,986,463
CASH FLOWS FROM INVESTING ACTIVITIES
Redemption of short-term investments - 46,186,027
Purchase of mineral properties, plant & equipment (3,443,020) (11,367,042)
Cash flows provided by (used in) investing activities (3,443,020) 34,818,985
CHANGE IN CASH AND CASH EQUIVALENTS DURING
THE PERIOD (21,681,091) 30,233,846
Cash and cash equivalents - beginning of period 102,118,421 30,267,342
CASH AND CASH EQUIVALENTS - END OF PERIOD $ 80,437,330 $ 60,501,188

Supplemental disclosure with respect to cash flows (Note 4)

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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(Unaudited)

1. CORPORATE INFORMATION

Rainy River Resources Ltd. (the “Company” or “Rainy 