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Dear WCSB Investor:

This tax filing guide has been provided to assist you in claiming your 2010 tax deductions from your invest-
ment in WCSB Royalty Income Limited Partnerships ("WCSB"). The figures from your T5013A - Statement of
Partnership Income for Tax Shelters and Renounced Resource Expenses, should be inserted in the appropri-
ate sections of your 2010 income tax return and related schedules. Forms referred to in this booklet (T1 Gen-
eral Return, Schedule 3, Schedule 4, 71229, 15004, etc.) are available for download through the Canada

Revenue Agency (CRA) website at or our website

This guide is not meant to be considered as tax advice. WCSB strongly recommends you consult with your
professional tax and/or investment advisor to determine the appropriate use of tax deductions and other

tax considerations.

We trust this information will assist you in filing your 2010 tax refurn along with providing an understanding of

the tax benefits associated with your investment in WCSB.

Sincerely,

& ) -
\\,i) Ce
Shane Doyle, CEO & Director

WCSB Royalty Income Investments

WCSB ROYALTY INCOME INVESTMENTS
Tax Filing Guide 2010
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T5013A Tax Slip

Your personal Form T5013A - ‘Statement of Partnership Income for Tax Shelters and Renounced Resource
Expenses’ will be sent directly to you from your investment dealers back office on or before March 31st, 2011.

The same procedure is followed in each subsequent year.

Below is a sample T5013A for your review. Your personal T5013A, received from your investment advisor, will

have the appropriate figures inserted in the applicable boxes.

The amounts on your T5013A that are used to calculate your deduction and that are covered in this guide

are as follows:

KEY BOXES
BOX 120
Limited Partnership business Renounced Canadian Renounced Canadian
income (loss) exploration expenses development expenses

There may be other boxes on your T5013A that contain information but do not have to be entered on your

tax return. Boxes 22-1, 159, 151, 152 and 153 are for CRA information only.

NOTE

If you have multiple investments you will receive a
T5013A for each limited partnership you own. In some
cases, you will need to sum the amounts from your
T5013A’s before inserting them into the appropriate
place on the tax schedule. If you are using a software
program, each T5013A should be entered separately.

WCSB ROYALTY INCOME INVESTMENTS
Tax Filing Guide 2010
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Limited Partnership Business Income (loss)

The amount in Box 22 of your T5013A represents your share of the Limited Partnership business income (loss).

Please note that the income (loss) that is reported on your personal T1 tax return may be different from the
income (loss) shown in the financial statements, as exploration and development expenses are deducted

differently for tax purposes in comparison to accounting purposes.

NOTE

Did you to borrow to buy WCSB?

If you borrowed any amounts fo
acquire your limited partnership units
and/or other investments, the amount
of interest expense you incurred in the
year may be deductible. Include all
deductible interest in Section IV “Car-
rying Charges & Interest Expenses” of
Schedule 4 and insert this total into Line
221 on page 3 of your T1 tax return. If
you are unsure whether the interest
you incurred is deductible, consult
your investment or tax advisor.

WCSB ROYALTY INCOME INVESTMENTS
Tax Filing Guide 2010
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Box 22 continued...

Step (i) Start by taking the amount found in Box 22 amount of your T5013A and placing it in
Section Ill, line 122 of Schedule 4.

Step (i) Next add all the amounts in Section Il on line 122 and insert the total onto line 122 on
page 2 of your T1 tax return.
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BOX 120 & BOX 121

Renounced Canadian resource expenses

The amount in Box 120 and Box 121 of your Form T5013A represents the Canadian Exploration Expense
("CEE") and the Canadian Development Expense (“CDE") renounced by the resource companies and
passed on to you, the investor. Please see Notfes for Steps 2 & 3 found on page 7 with respect to Carry

Forwards and Multiple Investments, if applicable to you.

The CEE and CDE amount flows to your T1 tax return via the Form 71229, Statement of Resource Expenses

and Depletion Allowance. The first three sections of the T1229 are used.

T1229 AREA | - SUMMARY OF T101 AND T5013A EXPENSES

Step (i) Start by entering the Partnership’s Business Number from box 2 of your T5013A into the
Identification Number box in Area 1 of your T1229.

Step (i) Enter the Renouced Canadian Expense (CEE) from box 120 of your T5013A into the CEE
Renunciation column in Area 1 of your T1229.

Step (iii) Enter the Renounced Canadian Expense (CEE) from box 120 of your T5013A into the CEE
Renunciation column in Area 1 of your T1229.

T1229 AREA 1l - CANADIAN RESOURCE EXPENDITURE POOLS

Step (iv) Enter any balances(s) at the beginning of the year.

Step (v) Add Total Year Renunciation from Area 1.

Step (vi) Calculate subtotals (2 & 3) and Balance Available (A) as indicated.

Step (vii) Calculate Maximum Exploration and Development Expenses Available for Deduction (4)
using the appropriate rates as indicated, CCEE - 100% and CCDE - 85%.

Step (viii) Calculate Exploration and Development Expenses Claimed in the Year (B) and Balance at

End of Year (A-B).

T1229 AREA 1lI- EXPLORATION AND DEVELOPMENT EXPENSES

Step (ix) Enter the Total Exploration and Development Expenses Claimed sum (or claims in B above).

NEED A T1229?

A T1229 must be included with your T1 Tax Return and is available
for download through the Canada Revenue Agency (CRA)
website or our website

WCSB ROYALTY INCOME INVESTMENTS
Tax Filing Guide 2010
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Box 120 & 121 continued...
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>> NOTES FOR STEPS 2 & 3
Please see notes for steps 2 & 3 regarding Carry
Forwards and Multiple Investments on page 7.
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Box 120 & 121 continued...

>> NOTES FOR STEPS 2 & 3
Carry forwards: Further on Steps 2 and 3, the calculations used in Section Il and Il of your T1229 take
a little more thought due to the fact that CEE & CDE amounts need not be used immediately and can
be carried forward and used in future years. Likewise, the current year's return could reflect unused

amounts carried forward from earlier years.

The CCEE column or CCDE column of Section Il may require investors to check their returns from the
previous year to see if there is unused CEE or CDE from previous years. If there is an amount that has
not been claimed, it may be entered on line 1 — “Balance at the beginning of the year.” The current
year renunciation goes on the second line of this section, and flows down to the bottom of the CCEE
or CDEE column.

Multiple investments: If you have more than one resource investment, you will need to include all
exploration (CEE) or development (CDE) expenses allocated to you in the applicable boxes of this
section before computing the amount you may claim in your tax return. The maximum claim is com-
pufted on line 4. Enter the amount you wish to claim on line B (generally, this will be the maximum
amount). Subtract the amount you wish to claim from the maximum amount to compute the amount,
if any and that will be carried forward to 2011. The amount of CCEE or CDEE along with other resource
expenditures (acronyms CCOGPE) from line B should be added together and used as the first line of
Section lll. The final line of Section lll is entered on line 224 of your T1 Tax Return.

WCSB ROYALTY INCOME INVESTMENTS
Tax Filing Guide 2010



PAGE 7

FORM T5001

Tax Shelter Loss or Deduction

A Claim for Tax Shelter Loss or Deduction (T5004) must be completed in order to claim a Tax Shelter Loss or

Deduction related to your WCSB Investment.

The information on this form will be taken from your T5013A and from Schedule 4 of your T1 and must be

included with the submission of your T1 tax return.
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This guide has been designed to offer you assistance when claiming your 2010 tax deduction from your

WCSB investment. There are a number of additional considerations that may be applicable to your situa-

tion. Here are a few examples:

1) The CEE or CDE election. While an investor is allowed to deduct CEE at 100% and CDE at 30% per year, it
is not required. As part of a tax planning strategy an investor may find it advantageous to carry forward

some or all of an available CCEE or CCDE deduction and use this amount in subsequent years.

2) Cumulative Net Investment Losses (CNIL). Utilization of fax deductions through flow-through shares may

have an effect on an investor’s calculations of Cumulative Net Investment Loss (CNIL).

3) Capital Gains Exemptions. Renounced expenditures deducted by the investor may affect the ability of
the taxpayer to claim the $750,000 capital gains exemption in respect of sales of qualified small business
shares and certain farm or fishing assets, as the calculation of a taxpayer's CNIL requires an inclusion of 50

per cent of the deductions taken by the taxpayer in respect of flow-through share renouncement’s.

4) Alternative Minimum Tax. Alfernatfive minimum tax may apply in a given taxation year, depending on the

amount of renounced expenditures deducted by the investor.

5) Issue Costs. Investors may deduct issue costs associated with a flow-through limited partnership over a
number of years subsequent to the dissolution of the partnership. These costs can be deducted on line 122

of your income tax return.

>> NOTE

This is not a detailed listing of every possible
tax consideration and is designed to be a
general guide only. Each individual’s fax
and investment planning situation is unique
and professional advice should always be
received from a qualified tax and/or invest-

ment specialist.

WCSB ROYALTY INCOME INVESTMENTS
Tax Filing Guide 2010
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WHAT CAN AN INVESTORS INVESTOR EXPECT WITHIN THE FIRST YEAR OF INVESTMENT?

Within the first year of investment investors can expect to receive a 40 — 50% tax deduction on their invested
capital with the balance to follow over the next 4 years. Investors can also expect to see the commence-
ment of cash distributions within approximately 6-9 months from the closing date of the offering to which

they invested. These cash distributions are directly deposited into their account.

WHEN WILL MY T5013A TAX SLIP BE MAILED OUT?

In January and February of each year the oil and resource companies in which WCSB invests forward their
tax information from the development activities. The information is then forwarded to your investment deal-
ers back office in order for them to prepare your T5013A tax slips for mailing to you. The T5013A should be
mailed to you on or before March 31st of each year directly to you from your investment dealers back
office. If you have not received your tax slip by approximately March 31st please contact your investment
dealers back office.

WHAT IS MY ADJUSTED COST BASE (ACB) AND HOW DO | CALCULATE IT?

The adjusted cost base or “ACB” is generally what you originally paid for your investment. However, once
you realize the tax deductions from the Limited Partnership, you are deemed to have an ACB of nil, due to
the receipt of the tax deductions which will approximately equal your original investment amount. A nil ACB
means that when you sell your investment, you get to claim capital gain which gets preferential tax treat-

ment in comparison to otherwise paying tax on income.

WHEN IS A WCSB LIMITED PARTNERSHIP LIQUIDITY EVENT EXPECTED TO OCCUR?

The liquidity event of each WCSB Limited Partnership is estimated to take place about 2.5 -3 years after the
final closing of the offering. Generally it takes about 12-15 months for new wells to settle info a reliable
production range and once the wells have been on stream for 12-15 months, WCSB will then commence
the process of packaging them for sale. This process typically takes a further 12 months or so. As a result, it is
reasonable to consider a 30-36 month time horizon from the date of investment to anticipated timing of a

liguidity event.

WHAT CAN AN INVESTOR EXPECT UPON LIQUIDITY OF A WCSB LIMITED PARTNERSHIP?

An investor can expect to receive cash, shares of a publicly fraded company or a combination of the two
upon liguidation of the WCSB Limited Partnership. Alternatively you may receive redeemable shares of a
mutual or investment fund or other similar investment vehicle. If shares are included at liquidation there will

be no exira fees above normal brokerage expenses to sell your shares for cash.

WCSB ROYALTY INCOME INVESTMENTS
Tax Filing Guide 2010
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Keep in touch

>> CORPORATE OFFICES

Vancouver, British Columbia

CADO Bancorp Ltd.

PO Box 10357 Suite 808 — 609 Granville Street, Vancouver, BC V7Y 1G5

Tel: (604) 684 5742 | Fax: (604) 684 5748 | Email: info@cadobancorp.ca

Calgary, Alberta

Brickburn Asset Management Ltd.

201, 221 Tenth Avenue SE, Calgary, AB 172G 0V9

Tel: (403) 303 4488 | Fax: (403) 303 4489 | Web: www.brickburn.com

>> TRANSFER AGENT

Valiant Trust Company
600 - 750 Cambie St, Vancouver, BC V6B 0A2
Tel: (604) 699 4880 | Fax: (604) 681 3067 | Web: www.valianttrust.com

>> LEGAL COUNSEL

Borden Ladner Gervais, LLP
P.O. Box 48600, 1200 - 200 Burrard Street, Vancouver, BC  V7X 172
Tel: (604) 687 5744 | Fax: (604) 687 1415 | Web: www.blgcanada.com

This guide and other relevant information
can be found on the Tax Reporting 2010 page of WCSE.ca

WCSB ROYALTY INCOME INVESTMENTS
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