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e Prior to 2003 distributions paid to U.S. investors and held outside of a
qualified retirement fund were 100% taxable.

e Distributions paid to U.S. investors are considered *"qualified distributions™
for income tax purposes.

e Distributions paid to investors outside of Canada are subject to a non-
refundable Canadian government withholding tax of 15%.

Return of Capital Taxable
2003 49.13% 50.87%
2004 17.61% 82.39%
2005 15.59% 84.41%
2006 20.16% 79.84%
2007 24.63% 75.37%

For further details and a complete overview of taxation for U.S. investors see the
information attached.



U.S. Investor Tax Information

Shiningbank Energy Income Fund (the “Fund”) has provided the following information to assist
its U.S. unitholders in reporting distributions received from the Fund on their individual U.S.
Income Tax Return - Form 1040.

This summary is not exhaustive of all possible U.S. income tax considerations and is provided as
a general guideline only. Unitholders of the Fund should consult their own legal and tax
advisors regarding their individual tax consequences. Shiningbank has not received a letter ruling
from the Internal Revenue Service or an opinion from its tax advisors on these matters.

Qualified Dividends

In consultation with its U.S. tax advisors, Shiningbank believes that its trust units should be
properly classified as equity in a corporation, rather than debt. Therefore, distributions paid to
individual U.S. unitholders should be considered “qualified dividends” for U.S. federal income
tax purposes. As such, the portion of the distributions that are considered dividends for U.S.
federal income tax purposes should qualify for the reduced rate of tax applicable to long-term
capital gains. Investors should consult with their tax advisors to ensure that their individual tax
situation is considered before making any decisions.

Trust Units Held Within a Qualified Retirement Plan

No amounts are required to be reported on a Form 1040 where Shiningbank trust units are held
within a qualified retirement plan.

Trust Units Held Outside a Qualified Retirement Plan

With respect to distributions paid to U.S. unitholders, the amount deemed taxable for any given
year should be report as “qualified dividends”. The remainder should be reported as a return of
capital (to the extent of the unitholder’s U.S. tax basis in their respective units).

Canadian Government Withholding Tax

Shiningbank’s distributions are subject to a non-refundable, 15% Canadian government
withholding tax that is applied to any payments being made to individual U.S. unitholders.
Where trust units of the Fund are held in a cash account, we believe the full amount of the
withholding tax should be creditable as a Foreign Tax Credit, subject to numerous U.S. tax
limitations, for the year in which the withholding taxes are withheld.



Where trust units of the Fund are held in a qualified retirement plan, the same non-refundable,
15% Canadian government withholding tax applies but Shiningbank believes the amount
withheld is not creditable for U.S. tax purposes. Investors should consult with their tax advisors
or the IRS for further guidance.

Information regarding the amount of Canadian tax withheld should be determined from your
own records, through your stockbroker or other intermediary or your Form 1099-DI1V; it is not
provided by Shiningbank.

Form 1099-DIV

U.S. unitholders who hold their Shiningbank trust units through a stockbroker or other
intermediary should receive tax reporting information from their stockbroker or other
intermediary. This is typically a Form 1099-DIV (“1099”) or a substitute form developed
internally by the broker or intermediary. Shiningbank is not able to furnish unitholders with a
1099.

Information on the 1099 issued by the broker or other intermediary may not accurately reflect the
information released by Shiningbank, for a variety of reasons. The broker or intermediary may
not be required to issue an amended 1099. Investors should consult with their accountant or tax
advisor to ensure that the information presented in this document is accurately reflected on their
Form 1040.



