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FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Information Form are forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. Readers are hereby cautioned about important factors that could cause Sunshine’s
actual results to differ materially from those projected in forward-looking statements. Any statements that express, or
involve discussions as to expectations, beliefs, plans, objectives, assumptions or future events or performance (often,
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but not always, through the use of words or phrases such as “will”, “expect”, “anticipate”, “estimate”, “believe”, “may”,
“seek”, “should”, “intend”, “plan”, “projection”, “could”, “objective”, “target”, and “schedule”) are not historical facts,
are forward-looking and may involve estimates and assumptions and are subject to risks (including the risk factors
detailed in this Annual Information Form), uncertainties and other factors some of which are beyond our control and
which are difficult to predict. Accordingly, these factors could cause actual results or outcomes to differ materially
from those expressed in the forward-looking statements.

In particular, this Annual Information Form contains forward-looking statements pertaining to, but not limited to, the
following:

o the timing of the construction of West Ells Phase two, the amounts of time and capital that will be required,;
e the Corporation’s ability to raise capital,

o the timing of receipt of regulatory approvals and the Corporation’s plans to submit additional regulatory approval
applications;

o the business strategy and objectives and business strengths of the Corporation;

o the resource potential of the Corporation’s assets;

e the Corporation’s growth strategy and opportunities;

e the potential for joint ventures, sales, or other arrangements involving the Corporation’s assets;

o the Corporation’s capital expenditure programs;

o the estimated quantity of the Corporation’s proved, probable and possible reserves and contingent resources;
e projections of commodity prices, costs and netbacks;

o the timing of certain of the Corporation’s operations and projects, including the commencement of its planned
bitumen development projects and the levels and timing of anticipated production;

e the commercial development potential of the Corporation’s assets;
e public perception of Canada’s oil sands;

e supply and demand fundamentals for crude oil, bitumen blend, natural gas, and condensate and other diluents
and volatility in prices;

o the Corporation’s ability to attract, retain and train key personnel;

e the Corporation’s access to third-party infrastructure;

e industry conditions that affect projects development;

e the construction of the Corporation’s facilities and the capacity thereof;

e the Corporation’s general and administrative expenses;

e the Corporation’s drilling plans;

o the Corporation’s plans for, and results of, exploration and development activities;
o realization of the anticipated benefits of acquisitions and dispositions; and

e the Corporation’s treatment under governmental regulatory regimes and tax laws.

With respect to forward looking statements and forward looking information contained in this Annual Information
Form, assumptions have been made regarding, among other things:



the Corporation’s ability to operate as a going concern;

the Corporation’s ability to raise capital;

future prices of crude oil, bitumen blend, natural gas, and condensate and other diluent;

the Corporation’s ability to obtain qualified staff and equipment in a timely and cost efficient manner;

the regulatory framework governing royalties, taxes and environmental matters in the jurisdictions in which the
Corporation conducts and will conduct its business;

the Corporation’s ability to transport and market production of bitumen blend successfully to customers;

the Corporation’s production levels;

the applicability of technologies for the recovery and production of the Corporation’s reserves and resources;
the recoverability and methodology of evaluation of the Corporation’s reserves and resources;

operating costs;

performance of third party contractors;

capital expenditures to be made by the Corporation;

sources of funding for the Corporation’s capital programs and the Corporation’s ability to obtain financing on
acceptable terms;

the Corporation’s debt levels;

success rates of well drilling;

well drainage areas;

well production rates;

geological and engineering estimates in respect of the Corporation’s reserves and resources;

the geography of the areas in which the Corporation is conducting exploration and development activities; and
the impact of increasing competition on the Corporation.

Our forward-looking statements have been based on assumptions and factors concerning future events that may prove
to be inaccurate. Those assumptions and factors are based on information currently available to us about our businesses
and industry. No assurance can be given that these expectations will prove to be correct and such forward-looking
statements included in this Annual Information Form should not be unduly relied upon. In addition, this Annual
Information Form may contain forward-looking statements attributed to third party industry sources. Accordingly, any
such statements are qualified in their entirety by reference to, and are accompanied by, the information and factors
discussed throughout this Annual Information Form. The risks, uncertainties and other factors, many of which are
beyond our control, that could influence actual results include, but are not limited to:

the Corporation’s ability to complete projects currently in development within expected time frames, within
budget, or at all;

the Corporation’s level of profitability;

the performance and characteristics of our oil sands properties and the size of our oil sands resources and
reserves;

supply and demand fundamentals for crude oil, bitumen blend, condensate and other diluents;
fluctuations in market prices and costs;

the bitumen production and production capacity of our assets;

our growth strategy and opportunities;

our substantial capital expenditure programs and future capital requirements;

our estimates of future interest and foreign exchange rates;

the timing and size of certain of our operations and phases, including our planned bitumen development;



our projects, and the levels of anticipated production;
our future general and administrative expenses;

the majority of our total reserves and contingent resources are non-producing and undeveloped and are subject
to changes in guidelines used to evaluate economic volumes not withstanding assessments for uncertainty and
risk;

sale, farming in, farming out or development of certain oil sands properties using third party resources;
operational hazards;

competition for, among other things, capital, the acquisition of reserves and resources, pipeline capacity and
skilled personnel,;

risks inherent in our operations, including those related to exploration, development and production of oil sands
reserves and resources, including the production of oil sands reserves and resources using SAGD, CSS or other
in-situ technologies;

our ability to meet specific requirements in respect of our Oil Sands Leases;

First Nations’ claims and our relationships with local and regional stakeholders;

risks relating to infringement of oil and gas development rights and litigation in the ordinary course of business;
unforeseen title defects;

risks arising from future disposal activities;

failure to accurately estimate abandonment and reclamation costs;

the need to obtain regulatory approvals and maintain compliance with regulatory requirements and the extent of,
and cost of compliance with, laws and regulations and the effect of changes in such laws and regulations from
time to time;

the cost and availability of capital, including access to capital markets at acceptable rates;

the substantial capital requirements of the Corporation’s projects;

general economic, market and business conditions in Canada, the United States and globally;
failure to meet development schedules and potential cost overruns;

risks related to the Corporation’s filings with taxation authorities, including the risk of reassessments;
risks arising from future acquisition and joint venture activities;

global financial uncertainty;

the Corporation’s status and stage of development;

expiration of leases and permits;

risks related to gathering and processing facilities and pipeline systems;

availability of drilling and related equipment and limitations on access to the Corporation’s assets;
increases in operating costs;

the effect of diluent and natural gas supply constraints and increases in the costs thereof;

gas over bitumen issues affecting operational results;

environmental risks and hazards and the cost of compliance with environmental regulations, including
greenhouse gas regulations and potential Canadian and U.S. climate change legislation;

changes to royalty regimes;
political risks, both domestic and international;
the potential for management estimates and assumptions to be inaccurate;

long term reliance on third parties, including reliance on third party infrastructure for project facilities, pipeline
and other modes of transportation;



o failure by counterparties to make payments or perform their operational or other obligations to the Corporation
in compliance with the terms of contractual arrangements;

o seasonality and adverse weather conditions;

e hedging risks;

e risks associated with establishing and maintaining systems of internal controls;

e insurance risks;

e claims made in respect of the Corporation’s operations, properties or assets;

o the failure of the Corporation to meet specific requirements of licenses or leases; and

o all other risks and uncertainties described in the section in this Annual Information Form titled “Risk Factors”.

Readers are cautioned that the risks and uncertainties described in this section and in the section titled “Risk
Factors” are not exhaustive.

Since actual results or outcomes could differ materially from those expressed in forward-looking statements, we strongly
caution readers against placing undue reliance on forward-looking statements. Statements relating to “reserves” or
“resources” are deemed to be forward-looking statements, as they involve the implied assessment, based on certain
estimates and assumptions that the resources and reserves described can be profitably produced in the future. Further,
any forward-looking statement speaks only as of the date on which such statement is made, and, except as required by
law, we undertake no obligation to update any forward-looking statement or statements to reflect events or
circumstances after the date on which such statement is made or to reflect the occurrence of unanticipated events.

All forward-looking statements in this Annual Information Form are expressly qualified by reference to these
cautionary statements.

NOTICE REGARDING PRESENTATION OF RESERVES AND RESOURCES DATA

The determination of reserves and resources involves the preparation of estimates that have an inherent degree of
associated uncertainty. The estimation and classification of reserves and resources requires the application of
professional judgment combined with geological and engineering knowledge to assess whether or not specific reserve
classification criteria have been satisfied. Knowledge of concepts including uncertainty and risk, probability, statistics,
and deterministic and probabilistic estimation methods is required to properly use and apply reserve and resource
definitions.

Disclosure in this Annual Information Form of production and reserves and resources quantities is presented in
accordance with NI 51-101 and the "Canadian Oil and Gas Evaluation Handbook" (the “COGE Handbook’’) maintained
by the Society of Petroleum Evaluation Engineers (Calgary Chapter), as amended from time to time. Certain terms used
in this Annual Information Form in describing reserves and other oil and natural gas information are defined below.
Certain other terms and abbreviations used in this Annual Information Form, but not defined or described, are defined
in NI 51-101 or the COGE Handbook and, unless the context otherwise requires, shall have the same meanings herein
as in NI 51-101 or the COGE Handbook.

Interests in Reserves, Production, Wells and Properties

“Gross” means: (a) in relation to an issuer’s interest in production or reserves, its “company gross reserves”, which are
its working interest (operating or non-operating) share before deduction of royalties and without including any royalty
interests of the issuer; (b) in relation to wells, the total number of wells in which an issuer has an interest; and (c) in
relation to properties, the total area of properties in which an issuer has an interest.

“Net” means: (a) in relation to an issuer’s interest in production or reserves its working interest (operating or non-
operating) share after deduction of royalty obligations, plus its royalty interests in production or reserves; (b) in relation
to an issuer’s interest in wells, the number of wells obtained by aggregating the issuer’s working interest in each of its



gross wells; and (¢) in relation to an issuer’s interest in a property, the total area in which the issuer has an interest
multiplied by the working interest owned by the issuer.

“Working interest” means the percentage of undivided interest held by an issuer in the oil and/or natural gas or mineral
lease granted by the mineral owner, Crown or freehold, which interest gives the issuer the right to “work” the property
(lease) to explore for, develop, produce and market the leased substances.

Note Regarding Disclosure of Reserves and Resources

Unless otherwise stated, all disclosure of our reserves in this Annual Information Form is made in respect of our gross
reserves and all disclosure of our resources is made in respect of our company interest resources.

Reserve Categories

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be recoverable
from known accumulations, as of a given date, based on:

e analysis of drilling, geological, geophysical and engineering data;
o the use of established technology; and

o specified economic conditions, which are generally accepted as being reasonable.
Reserves are classified according to the degree of certainty associated with the estimates.

Proved reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is likely
that the actual remaining quantities recovered will exceed the estimated proved reserves.

Probable reserves are those additional reserves that are less certain to be recovered than proved reserves. It is equally
likely that the actual remaining quantities recovered will be greater or less than the sum of the estimated proved plus
probable reserves.

Possible reserves are those additional reserves that are less certain to be recovered than probable reserves. It is unlikely
that the actual remaining quantities recovered will exceed the sum of proved plus probable plus possible reserves. There
is a 10% probability that the quantities actually recovered will equal or exceed the sum of proved plus probable plus
possible reserves.

Other criteria that must also be met for the categorization of reserves are provided in the COGE Handbook.

Each of the reserve categories (proved, probable and possible) may be divided into developed and undeveloped
categories:

o Developed reserves are those reserves that are expected to be recovered from existing wells and installed
facilities or, if facilities have not been installed, that would involve a low expenditure (for example, when
compared to the cost of drilling a well) to put the reserves on production. The developed category may be
subdivided into producing and non-producing reserves.

o Developed producing reserves are those reserves that are expected to be recovered from completion intervals
open at the time of the estimate. These reserves may be currently producing or, if shut-in, they must have
previously been on production, and the date of resumption of production must be known with reasonable
certainty.

e Developed non-producing reserves are those reserves that either have not been on production, or have
previously been on production, but are shut-in and the date of resumption of production is unknown.

e Undeveloped reserves are those reserves expected to be recovered from known accumulations where a
significant expenditure (for example, when compared to the cost of drilling a well) is required to render them
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capable of production. They must fully meet the requirements of the reserves classification (proved, probable
or possible) to which they are assigned.

In multi-well pools it may be appropriate to allocate total pool reserves between the developed and undeveloped
categories or to subdivide the developed reserves for the pool between developed producing and developed non-
producing. This allocation should be based on the estimator’s assessment as to the reserves that will be recovered from
specific wells, facilities and completion intervals in the pool and their respective development and production status.

Levels of Certainty for Reported Reserves

The qualitative certainty levels referred to in the definitions above are applicable to individual reserve entities (which
refers to the lowest level at which reserves calculations estimates are performed) and to reported reserves (which refers
to the highest level sum of individual entity estimates for which reserves estimates are presented). Reported reserves
should target the following levels of certainty under a specific set of economic conditions:

o at least a 90% probability that the quantities actually recovered will equal or exceed the estimated proved
reserves;

e at least a 50% probability that the quantities actually recovered will equal or exceed the sum of the estimated
proved plus probable reserves; and

o at least a 10% probability that the quantities actually recovered will equal or exceed the sum of the estimated
proved plus probable plus possible reserves.

A qualitative measure of the certainty levels pertaining to estimates prepared for the various reserves categories is
desirable to provide a clearer understanding of the associated risks and uncertainties. However, the majority of reserves
estimates are prepared using deterministic methods that do not provide a mathematically derived quantitative measure
of probability. In principle, there should be no difference between estimates prepared using probabilistic or deterministic
methods. Additional clarification of certainty levels associated with reserve estimates and the effect of aggregation is
provided in the COGE Handbook.

Resources Categories

While we have established proved, probable and possible reserves, certain of our properties also have resources, which
are quantities of petroleum that cannot be classified as reserves. The portion classified as resources has not been
classified as reserves at this time, pending further delineation drilling, development planning, project design and receipt
of regulatory approvals. The resource values should be considered indicative in nature only, pending further planning
and design work to confirm timing and capital estimates.

Criteria other than economics may require classification as resources rather than reserves. Contingencies affecting the
classification as reserves versus resources relate to the following issues as detailed in COGE Handbook: ownership
considerations, drilling requirements, testing requirements, regulatory considerations, infrastructure and market
considerations, timing of production and development, and economic requirements. Based on these considerations, an
adjustment factor is applied to the volumes and values of the contingent resources to reflect the chance of maturity and
commerciality of these projects.

In this Annual Information Form, we refer to contingent resources, which are defined in the COGE Handbook as those
guantities of petroleum estimated, as of a given date, to be potentially recoverable from known accumulations using
established technology or technology under development, but which are not currently considered to be commercially
recoverable due to one or more contingencies. Not all technically feasible development plans will be commercial. The
commercial viability of a development project is dependent on the forecast of fiscal conditions over the life of the
project including, without limitation, capital costs, operating costs, product pricing, royalty rate, production capability
and corporate capability to finance development. For contingent resources, the risk component relating to the likelihood
that an accumulation will be commercially developed is referred to as the “chance of development.” For contingent
resources, the chance of commerciality is equal to the chance of development. Contingent resources were assigned in
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regions with lower core-hole drilling density than the reserve regions and are outside current areas of application for
development. These resource estimates are not classified as reserves at this time, pending further reservoir delineation,
project application, facility and reservoir design work. There is no certainty that it will be commercially viable to
produce any portion of the contingent resources.

When evaluating resources the following mutually exclusive categories are recommended in the COGE Handbook:

o low estimate: This is considered to be a conservative estimate of the quantity that will actually be recovered. It
is likely that the actual remaining quantities recovered will exceed the low estimate. If probabilistic methods
are used, there should be at least 90 percent probability that the quantities actually recovered will equal or
exceed the low estimate.

e best estimate: This is considered to be the best estimate of the quantity that will actually be recovered. It is
equally likely that the actual remaining quantities recovered will be greater or less than the best estimate. If
probabilistic methods are used, there should be at least a 50 percent probability that the quantity actually
recovered will equal or exceed the best estimate.

e high estimate: This is considered to be an optimistic estimate of the quantity that will actually be recovered. It
is unlikely that the actual remaining quantities recovered will exceed the high estimate. If probabilistic methods
are used, there should be at least a 10 percent probability that the quantities actually recovered will equal or
exceed the high estimate.

The resource categories are further sub-classified as Development Pending, Development on Hold, Development
Unclarified and Development Not Viable, depending on the applicable contingencies and level of maturity of the
project. Another factor, Chance of Commerciality, is applied to the recoverable quantities and estimated values of the
assets to further quantify the probability of these resources achieving commerciality.

Future net revenues associated with reserves and resources disclosed herein do not represent fair market value.
GLOSSARY OF TECHNICAL AND GENERAL TERMS

This glossary contains definitions of certain technical terms used in this Annual Information Form in connection with
the Corporation’s business. These terms and their given meanings may not correspond to industry standard definitions
or usage of these terms.

Abbreviations

In this Annual Information Form, the abbreviations set forth below have the following meanings:

Oil and Natural Gas Liquids Natural Gas
bbl barrel Mcf thousand cubic feet
bbls barrels MMcf million cubic feet
bbl/d barrels per day Mcf/d thousand cubic feet per day
Mbbl thousand barrels MMcf/d million cubic feet per day
Mbbl/d thousand barrels per day MMBTU million British Thermal Units
MMobbl million barrels Bcf billion cubic feet
MMbbl/d million barrels per day GJ Gigajoule
NGLs natural gas liquids
Other
boe barrel of oil equivalent of natural gas and crude oil on the basis of 1 boe for 6 (unless otherwise stated) Mcf of natural gas (this
conversion factor is an industry accepted norm and is an approximation of energy content but not current prices)
boe/d barrel of oil equivalent per day
m3 cubic metres
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mé/d cubic metres per day

Mboe thousand barrels of oil equivalent
MMboe million barrels of oil equivalent
WTI West Texas Intermediate, a common reference grade of crude oil in the U.S.

The measure “boe” may be misleading as an indication of value, particularly if used in isolation. A boe conversion
ratio of 6 Mcf:1 bbl is based on an energy equivalency conversion method primarily applicable at the burner tip and
does not represent a value equivalency at the wellhead. As the value ratio between natural gas and crude oil based on
the current prices of natural gas and crude oil is significantly different from the energy equivalency of 6:1, utilizing a
conversion on a 6:1 basis may be misleading as an indication of value.

Technical Terms
“apex’” means the thickest point of a formation;

“AP1” means the American Petroleum Institute, a trade association for the oil and natural gas industry in the United
States, of which the Corporation is not a member;

“API gravity” or “AP1°” means American Petroleum Institute gravity, which is a measure of how heavy or light a
petroleum liquid is compared to water. If a petroleum liquid’s API gravity is greater than 10 degrees, it is lighter and
floats on water; if less than 10 degrees, it is heavier than water. API gravity is thus a measure of the relative density of
a petroleum liquid and the density of water, but it is used to compare the relative densities of petroleum liquids. A
higher API gravity indicates a lighter and less dense liquid;

“barrel” means a unit of volume equal to 42 US gallons;

“best estimate” means at least a 50% probability (P50) that the quantities actually recovered will equal or exceed the
best estimate;

“bitumen” means a naturally occurring solid or semi-solid hydrocarbon

(a) consisting mainly of heavier hydrocarbons, with a viscosity greater than 10,000 millipascal-seconds (mPa-s)
or 10,000 centipoise (cP) measured at the hydrocarbon’s original temperature in the reservoir and at atmospheric
pressure on a gas-free basis, and

(b) that is not primarily recoverable at economic rates through a well without the implementation of enhanced
recovery methods;

“carbonate” means a class of sedimentary rock whose chief mineral constituents (95% or more) are calcite, aragonite
and dolomite. Limestone, dolostone (or dolomite) and chalk are carbonate rocks. Carbonate rocks are common
hydrocarbon reservoir rocks;

“CO02e” means carbon dioxide equivalent; an internationally recognized standard unit for describing different
greenhouse gases

“Chance of Commerciality” means the product of the Chance of Discovery and the Chance of Development;

“Chance of Discovery” means the estimated probability to discover a known accumulation. For contingent resources,
the Chance of Discovery is considered to be one since the accumulation has been discovered through drilling of wells
in the reservoir and a significant quantity of accumulation is proven through testing, sampling and logging;

“Chance of Development” means the estimated probability that, once the accumulation is discovered, a known
accumulation will be commercially developed;
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“CHOPS” means Cold Heavy Qil Production with Sand, a technique used for the extraction of conventional heavy oil
in which sand is pumped out of the well bore with oil, leading to improved recovery;

“clastic” means sediment consisting of weathered fragments derived from pre-existing rocks and transported elsewhere
and redeposited before forming another rock. Examples of common clastic sedimentary rocks include siliciclastic rocks
such as conglomerate, sandstone, siltstone and shale;

“cogeneration of power” means generating steam and electric power at the same time from the same energy source;
“completion” means the process of making a well ready for production;

“condensate” means a low density mixture of the heavier hydrocarbons (C5+) in natural gas that condense out to a
liquid at normal pressure and temperature and that is commonly used as a diluent for bitumen;

“contingent resources” means quantities of petroleum estimated, as of a given date, to be potentially recoverable from
known accumulations using established technology or technology under development, but which are not currently
considered to be commercially recoverable due to one or more contingencies. Contingencies may include factors such
as economic, legal, environmental, political, and regulatory matters, or a lack of markets. Contingent resources are
further classified in accordance with the level of certainty associated with the estimates and may be subclassified based
on project maturity and/or characterized by their economic status;

“conventional heavy 0il” means a heavy crude oil produced through conventional means without thermal stimulation
that is measured at 20 API° or less. Sunshine’s conventional heavy oil development at Muskwa utilizes CHOPS for
primary production without any thermal stimulation, but due to the nature of the oil produced at Muskwa it falls under
the ‘Bitumen’ classification (quantified as crude oil with API gravities lower than 10 degrees and viscosities greater
than 10,000 milliPascal seconds);

“crude oil” means a mixture consisting mainly of pentanes and heavier hydrocarbons that exists in the liquid phase in
reservoirs and remains liquid at atmospheric pressure and temperature. Crude oil may contain small amounts of sulphur
and other non-hydrocarbons but does not include liquids obtained from the processing of natural gas;

“CSS” means cyclic steam stimulation, an in-situ process used to recover bitumen from oil sands. In this method, the
well is put through cycles of steam injection, soak and oil production. First, steam is injected into a well for a period of
weeks to months; then, the well is allowed to sit for days to weeks to allow heat to soak into the formation and, later,
the hot oil is pumped out of the well for a period of weeks or months. Once the production rate falls off, the well is put
through another cycle of injection, soak and production;

“delineation” means determination of the physical boundary of an accumulation of petroleum substances underground;

“delineation well” means a well that is so closely located to another well penetrating an accumulation of petroleum that
there is a reasonable expectation that another portion of the accumulation will be penetrated by the first mentioned well.
The drilling of the first-mentioned well is necessary in order to determine the physical extent, reserves and commercial
value of the accumulation;

“Development Not Viable” means no further data acquisition or evaluation is currently planned for the project and
there is a low chance of development;

“Development On Hold” means the project is considered to have at least a reasonable chance of commerciality, but
there are major non-technical contingencies that must be resolved before the project can move toward development;

“Development Pending” means the status of the project addressing all or part of a known accumulation where project

activities are ongoing to justify commercial viability in the foreseeable future. The critical contingencies have been
identified and are reasonably expected to be resolved within a reasonable time frame;
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“Development Unclarified”” means the project is still under evaluation or requires significant further appraisal to clarify
the potential for development and the contingencies have yet to be fully defined,

“dilbit” means a blend of diluent and bitumen;
“diluent” means lighter viscosity petroleum products that are used to dilute bitumen for transportation in pipelines;

“dolomite” is a carbonate mineral. Geological formations that are dolomitized generally tend to be more productive
because it involves replacing the calcium in calcium carbonate with magnesium that is slightly smaller in size. The net
result is a smaller molecule in the same volume, thus increasing porosity of the rock;

“Edmonton Par” means Edmonton Par, a light sweet crude oil;

“first steam” means when steam is first injected into a well or well pair;
“HCSS” means horizontal CSS;

“heavy crude oil” means crude oil with a relative density greater than 10 degrees API gravity and less than or equal to
22.3 degrees API gravity;

“high estimate” means at least a 10% probability (P10) that the quantities actually recovered will equal or exceed the
high estimate;

“in-situ” means “in place” and, when referring to oil sands, means a process for recovering bitumen from oil sands by
means other than surface mining, such as SAGD or CSS;

“low estimate” means at least a 90% probability (P90) that the quantities actually recovered will equal or exceed the
low estimate;

“P&NG” means petroleum and natural gas

“payout” means the point at which all costs of leasing, exploring, drilling, development and operating have been
recovered from production;

“permeability” means a measure of the ability of a rock to conduct a fluid through its interconnected pores (pore throat)
when that fluid is at 100% saturation. A rock may be highly porous and yet impermeable if it has no pore throat.
Geological formations that are highly permeable generally tend to be more productive because the steam used in SAGD
can penetrate through the pore throats of the bitumen sands, growing the steam chamber, while allowing the less viscous
bitumen to travel back through the pore throats for production;

“petroleum” means a naturally occurring mixture consisting of hydrocarbons in the gaseous, liquid or solid phase;

“porosity” means the ratio of void space to the bulk volume of rock containing that void space. Geological formations
that are highly porous generally tend to be more productive because the higher the porosity, the greater capacity that
volume has to hold fluid (i.e., bitumen);

“possible reserves” means those additional reserves that are less certain to be recovered than probable reserves. There
is a 10% probability that the quantities actually recovered will be equal or exceed the sum of the estimated proved plus
probable plus possible reserves;

“probable reserves” means those additional reserves that are less certain to be recovered than proved reserves. It is
equally likely that the actual remaining quantities recovered will be greater or less than the sum of the estimated proved
plus probable reserves;
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“prospective resources” means those quantities of petroleum estimated, as of a given date, to be potentially recoverable
from undiscovered accumulations by application of future development projects. Prospective resources have both an
associated chance of discovery and a chance of development. Prospective resources are further subdivided in
accordance with the level of certainty associated with recoverable estimates assuming their discovery and development
may be subclassified based on project maturity;

“proved reserves” means those reserves that can be estimated with a high degree of certainty to be recoverable. It is
likely that the actual remaining quantities recovered will exceed the estimated proved reserves;

“PV10%” means the present value of estimated future net revenues to be generated from the production of proved
reserves and discounted using an annual discount rate of 10%;

“railbit” means a blend of diluent and bitumen designed for transport by railcar instead of pipeline;

“reserves” means those quantities of petroleum anticipated to be commercially recoverable by the application of
development projects to known accumulations from a given date forward under defined conditions. Reserves are
classified according to the degree of certainty associated with the estimates;

“SAGD” means steam assisted gravity drainage, an in-situ recovery process used to produce heavy crude oil and
bitumen. Two parallel horizontal wells, which are generally 5 metres apart, are drilled for the SAGD process. Steam
is injected to the upper steam injector and a steam chamber is developed above the injector. With the growth of the
steam chamber, mobilized bitumen drains to the producer below the injector and is lifted to the surface through an
artificial lift system;

“saturation” means the fraction or percentage of the pore volume occupied by a specific fluid (e.g. oil, gas, water, etc.);

“shoreline complex” means a stratified sedimentary package composed largely of clastic material located parallel to
and adjoining the edge of a standing water body that may contain depositional environments ranging from wave base
through to beach and back barrier marsh;

“SOR” means steam to oil ratio;

“TAGD” means thermal assisted gravity drainage, an in-situ recovery process using down-hole heaters to heat oil
reservoirs by thermal conduction;

“working interest” means a proportional interest in a lease granting its owner the right to explore, develop and produce
resources from a property and to receive revenues in proportion to the working interest over the property and incur costs
in proportion to the working interest over the property;

“WCS” or “Western Canadian Select” means a conventional heavy sour crude oil blend that contains crude oil that
has been blended with lighter hydrocarbon diluents, such as condensate, to meet the required density and sulphur
content; and

“WTI” means West Texas Intermediate, a light sweet crude oil.
General Terms

Wherever used in this Annual Information Form, unless the context otherwise requires, the following words and phrases
shall have the meanings set forth below:

“ABCA” means the Business Corporations Act, RSA 2000, ¢ B-9, together with any amendments thereto and all
regulations promulgated thereunder;

“AER”, means the Alberta Energy Regulator (formerly the Energy Resources Conservation Board);
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“AEP” means Alberta Environment and Parks, a ministry of the Government of Alberta;
“AlF” means this Annual Information Form,;

“ALSA” means Alberta Land Stewardship Act SA 2009, ¢ A-26.8, together with any amendments thereto and all
regulations promulgated thereunder;

“Annual and Special Meeting” means the annual and special meeting of the shareholders of the Corporation held on
January 26, 2012;

“ASC” means the Alberta Securities Commission, the regulatory agency responsible for administering the securities
laws of Alberta;

“AUC” means the Alberta Utilities Commission, the regulatory agency responsible for regulating the utilities sector,
natural gas and electricity markets in Alberta;

“Bank of China” means Bank of China Limited;
“Board” or “Board of Directors” means the board of directors of the Corporation, as constituted from time to time;

“BOCGI” means Bank of China Group Investment Limited, a wholly owned subsidiary of Bank of China, incorporated
in Hong Kong and an indirect shareholder of the Corporation;

“Class “B” Shares” means the Class “B” Common Voting Shares in the capital of the Corporation, and prior to the
amendment of the Corporation’s Articles on February 28, 2012, the Class “B” Common Shares;

“Class “G” Shares” means the Class “G” Preferred Non-Voting Shares in the capital of the Corporation, and prior to
the amendment of the Corporation’s Articles on February 28, 2012, the Class “G” Preferred Shares;

“Class “H” Shares” means the Class “H” Preferred Non-Voting Shares in the capital of the Corporation, and prior to
the amendment of the Corporation’s Articles on February 28, 2012, the Class “H” Preferred Shares;

“Climate Change and Emissions Management Act” means Climate Change and Emissions Management Act
(Alberta), SA 2003, ¢ C-16.7, together with any amendments thereto and all regulations promulgated thereunder;

“Climate Change and Emissions Management Fund” or “Fund” means a provincial fund established pursuant to the
Climate Change and Emissions Management Act;

“COGE Handbook” means the Canadian Oil and Gas Evaluation Handbook prepared jointly by The Society of
Petroleum Evaluation Engineers (Calgary Chapter) and the Canadian Institute of Mining, Metallurgy & Petroleum
(Petroleum Society), as amended from time to time;

“Commissioner” means the Commissioner of Competition, pursuant to the Competition Act, RSC 1985, ¢ C-34;
“Common Shares” means the Common Shares in the capital of the Corporation, being the Shares, the Class “B” Shares,
the Class “C” Non-Voting Common Shares, the Class “D” Non-Voting Common Shares, the Class “E” Non-Voting
Common Shares, and the Class “F” Non-Voting Common Shares;

“Companies Act” means Companies Act (Alberta), RSA 2000, c C-21, together with any amendments thereto and all
regulations promulgated thereunder;

“Companies Ordinance” means the Companies Ordinance (Chapter 32 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time;
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“Competition Act” means the Competition Act, RSC 1985, ¢ C-34, together with any amendments thereto and all
regulations promulgated thereunder;

“Corporation”, “Sunshine”, “we”, “our”, or “us” means Sunshine Oilsands Ltd., a corporation incorporated under the
ABCA in 2007;

“COSL” means China Oilfield Services Ltd., a company incorporated under the laws of China;
“Crown” means Her Majesty in Right of Alberta;

“Crown Land Sales” means the competitive process whereby the Government of Alberta awards leases of public land
in Alberta;

“D&M” means DeGolyer and MacNaughton Canada Limited, formed under the laws of Alberta, a wholly owned
subsidiary of DeGolyer and MacNaughton Corporation and one of the independent qualified reserves evaluators (as
such term is defined under NI 51-101) of the Corporation;

“D&M Report” means the resource report prepared by D&M effective as of December 31, 2016;
“Director(s)” means the director(s) of the Corporation;
“First Nations” means the indigenous peoples of Canada;

“Forbearance Agreement” means the agreement between Forbearing Holders and the Corporation dated September
9, 2016;

“Forbearance Reinstatement Agreement” means the agreement between Forbearing Holders and the Corporation
dated March 20, 2017 to fully reinstate the Forbearance Agreement;

“Forbearing Holders” means Noteholders that are a party to the Forbearance Agreement;
“GHG” means Greenhouse gas;

“GLJ” means GLJ Petroleum Consultants Ltd., a limited liability company incorporated under the laws of Alberta and
one of the independent qualified reserves evaluators (as such term is defined under NI 51-101) of the Corporation;

“GLJ Report” means the reserve and resource report which is evaluated separately and is prepared by GLJ effective
as of December 31, 2016;

“Global Offering” means the initial public offering on the SEHK of 923,299,500 Shares in the capital of the
Corporation at HK$4.86 per Share for gross proceeds of approximately $570 million (HK$4,487 million);

“ICA” means the Investment Canada Act (Canada), RSC 1985, ¢ 28 (1st Supp), together with any amendments thereto
and all regulations promulgated thereunder;

“IFRS” means International Financial Reporting Standards, as issued by the International Accounting Standards Board;

“Indenture” means the indenture dated August 8, 2014 among Sunshine, The Bank of New York Mellon, as trustee,
and BNY Trust Company of Canada, as collateral agent, providing for the creation and issuance of the Notes;

“Independent Evaluators” means both D&M and GLJ;

“Independent Reports” means both the D&M Report and the GLJ Report and the “Independent Report” means either
one of them;
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“IPO” means the initial public offering of Shares of the Corporation in March 2012;

“Joint Operating Agreement” means the joint operating agreement entered into between the Corporation and Renergy
on October 20, 2013;

“LARP” means the Lower Athabasca Regional Plan;
“Listing Committee” means the Listing Committee of the SEHK;

“Mines and Minerals Act” means the Mines and Minerals Act (Alberta), RSA 2000, ¢ M-17, together with any
amendments thereto and all regulations promulgated thereunder;

“Minister of Energy” means the Minister of Energy for the Government of Alberta;

“NI 51-101” means National Instrument 51-101 - Standards of Disclosure for Oil and Gas Activities, as amended from
time to time;

“Nobao” means Nobao Renewable Energy Holdings Limited, a Shanghai based company controlled by Mr. Kwok Ping
Sun incorporated under the laws of the Cayman Islands;

“Note Exchange Agreement” means the agreement between certain Noteholders and the Corporation dated March 20,
2017 pursuant to which the Corporation repurchased Notes in exchange for Common Shares issued at a 19.9% discount
to market price;

“Notes” means the 10.0% senior secured notes issued by Sunshine pursuant to the Indenture;
“Noteholders” means the holders of the Notes;

“Oil Sands” or “oil sands” means sands and other clastic rock materials which contain bitumen and include all other
mineral substances in association therewith;

“Qil Sands Lease” means an oil sands lease pursuant to which the Crown grants the holder the right to develop and use
oil sands resources existing under the Oil Sands Tenure Regulation on a primary or a continued basis;

“Qil Sands Tenure Regulation” means Oil Sands Tenure Regulation (Alberta), 2010, Alta Reg 196/2010, as amended,
supplemented or otherwise modified from time to time;

“Post-IPO Share Option Scheme” means the stock option plan approved and adopted by the Corporation on
January 26, 2012 for the grant of stock options to eligible participants following the completion of the Global Offering,
as amended on May 6, 2013;

“Preferred Shares” means the preferred shares in the capital of the Corporation, being the Class “G” Shares, and the
Class “H” Shares;

“Pre-1PO Share Option Schemes” means the stock option plan approved and adopted by the Corporation on May 9,
2007 and amended on April 30, 2008 and the stock option plan approved and adopted by the Corporation on May 7,
2009 and amended on June 13, 2010;

“Renergy” means Renergy Petroleum (Canada) Co., Ltd., an affiliate of Changjiang Investment Group Co., Ltd.;

“SEDAR” means the system for electronic document analysis and retrieval maintained by CDS Inc. under the website
address http://www.sedar.com/;

“SEHK” means the Stock Exchange of Hong Kong Limited;
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“SGER” means the Specified Gas Emitters Regulation (Alberta), Alta Reg 139/2007, enacted under the Climate Change
and Emissions Management Act (Alberta), both as amended, supplemented or otherwise modified from time to time;

“Shares” means the Class “A” Common Voting Shares in the capital of the Corporation as listed on the SEHK, and
prior to the amendment of the Corporation’s Articles on February 28, 2012, the Class “A” Common Shares;

“Shareholders” means the holder of the Shares and the holders of the Preferred Shares;
“Share Option Schemes” means the Pre-IPO Share Option Schemes and the Post-IPO Share Option Scheme;

“Share Split” means the 20 for 1 share split effected by the Corporation on February 10, 2012 in respect all of the
issued and outstanding shares of the Corporation;

“SIPC” means Sinopec International Petroleum Exploration & Production Corporation, a company incorporated and
existing under the laws of the People’s Republic of China, and a wholly owned subsidiary of Sinopec;

“Sinopec” means China Petroleum & Chemical Corporation, a joint stock limited company incorporated and existing
under the laws of the People’s Republic of China and controlled by Sinopec Group;

“Sinopec Group” means China Petrochemical Corporation, a state-owned petroleum and petrochemical enterprise that
was incorporated in July 1988;

“Subscription Agreements” means the three subscription agreements entered into between Sunshine and each of China
Life Insurance (Overseas) Company Limited, Charter Globe Limited and Cross-Strait Common Development Fund Co.
Limited in January and February 2011, under which China Life Insurance (Overseas) Company Limited subscribed for
Class “B” Shares and Charter Globe Limited and Cross Strait Common Development Fund Co., Limited subscribed for
Shares;

“Surface Rights Act” means Surface Rights Act (Alberta), RSA 2000, ¢ S-24, together with any amendments thereto
and all regulations promulgated thereunder;

“Surface Rights Board” means the Surface Rights Board established and continued under the Surface Rights Act;

“Tax Act” means Income Tax Act (Canada), RSC 1985, ¢ 1 (5th Supp), together with any amendments thereto and all
regulations promulgated thereunder;

“TSX” means the Toronto Stock Exchange; and

“Water Act” means the Water Act (Alberta), RSA 2000, ¢ W-3, together with any amendments thereto and all
regulations promulgated thereunder.

Special Note Regarding Share Split

All share information in this AIF is provided after giving effect to the Share Split (as defined below) that was approved
by the Shareholders of the Corporation at the Annual and Special Meeting of the Shareholders on January 26, 2012.
The Share Split became effective upon the filing of the Articles of Amendment on February 10, 2012.

Currency of Information

The information set out in this Annual Information Form is stated as at December 31, 2016, unless otherwise indicated.
Capitalized terms used but not defined in the text are defined in the “Glossary of Technical Terms” and the “Glossary
of Terms”.
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Dollar Amounts

All dollar amounts set forth in this Annual Information Form are in Canadian dollars, except where otherwise indicated.
References to “US$” are to United States dollars and references to “HKS$” are to Hong Kong dollars.
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CORPORATE STRUCTURE

Sunshine was incorporated pursuant to the provisions of the ABCA on February 22, 2007. The registered office of
Sunshine is located at Suite 4000, 421 — 7" Avenue SW, Calgary, Alberta, T2P 4K9, Canada, and its corporate head office
and principal place of business is located at Suite 1020, 903 — 8™ Avenue SW, Calgary, Alberta, T2P 0P7, Canada.

On May 4, 2007, Sunshine amended its articles of association (the “Articles”) to add restrictions on the transfer of its
shares, removed restrictions on the number of shareholders allowable by the Corporation, removed the prohibition on the
Corporation from making an invitation to the public to subscribe for its securities and included a provision with respect to
appointment of additional directors between annual general meetings.

On February 10, 2012, the Corporation amended its Articles to give effect to a 20 for 1 share split of all of the issued and
outstanding shares of the Corporation (the “Share Split”).

On February 28, 2012, the Corporation amended its Articles to increase the maximum number of directors of the
Corporation from ten to fifteen, amended the retraction rights available to the holders of the Class “G” Shares and the Class
“H” Shares, removed the voting rights available to the holders of the Class “G” Shares, removed the provision with respect
to liens the Corporation had against the issued and outstanding shares of its registered Shareholders to the extent of their
indebtedness to the Corporation, included a provision in the Articles that any future amendments or repeals of the
Corporation’s by-law would only be effective if passed by a special resolution of Shareholders, re-designated each class
of shares of the Corporation such that each class of shares are expressly indicated as being either “voting” or “non-voting”
shares of the Corporation and removed its private corporation restrictions with respect to restrictions on the transfer of
shares of the Corporation.

On May 29, 2012, Sunshine Shareholders approved amendments to its bylaws in order to be consistent with the rules
governing the listing of securities on the SEHK. The bylaws now expressly provide that all votes at shareholder meetings
will be made by way of ballot, except where the Chair decides to allow a vote on purely procedural or administrative
matters to be by show of hands. Sunshine’s Bylaws were also amended to provide that any person entitled to attend and
vote at a meeting of shareholders may appoint another person as his or her proxy, a person entitled to attend and vote at a
meeting of shareholders who holds two or more shares may appoint more than one proxy and a clearing house (or its
nominees(s)) entitled to attend and vote at a meeting of shareholders may authorize such person as it thinks fit to act as its
representative at any meeting of Sunshine’s shareholders (provided that if more than one person is so authorized, the
authorization shall specify the number and class of shares in respect of which each representative is authorized). Finally,
Sunshine’s Bylaws were amended to provide that all transfers of shares shall be effected by transfer in writing in the usual
form, on the back of Sunshine’s share certificates or such other form as the Board may accept provided that it shall be in
such a form prescribed by the SEHK and under hand only except where the transferor or transferee is a Clearing House (or
its nominee(s)) or where otherwise approved by the Board.

On May 4, 2012, Sunshine Oilsands (Hong Kong) Limited (“Sunshine Hong Kong”) was incorporated in Hong Kong
under the Companies Ordinance (Chapter 32 of the Laws of Hong Kong) and is a wholly-owned subsidiary of the
Corporation. The address of the principal place of business for Sunshine Hong Kong is Unit 8504A, 85/F, International
Commerce Centre 1 Austin Road West, Kowloon.

GENERAL DEVELOPMENT OF THE BUSINESS
Three Year History

The following is a summary of significant events in the development of the Corporation’s business over the past three
years:

2014

On January 14, 2014, Sunshine completed a non-brokered private placement of a total of 45,588,235 units at a price of
HK$1.70. Each unit consisted of one Class “A” common share and one-third of one purchase warrant for aggregate gross



proceeds of HK$77,500,000 (approximately $10.9 million). Each of the 15,196,078 purchase warrants had an exercise
price of HK$1.88 (approximately $0.26) and was exercisable until January 14, 2016. Sunshine granted 18,235,294 fee
warrants to one finder in connection with the above financing. Each fee warrant has an exercise price of HK$1.88
(approximately $0.26) and is exercisable until January 14, 2016. Sunshine also paid HK$2,325,000 (approximately $0.3
million) as a 3% finder’s fee on this closing.

On January 21, 2014, Sunshine completed a non-brokered private placement of a total of 45,000,000 units at a price of
HK$1.70. Each unit consisted of one Class “A” common share and one-third of one purchase warrant for aggregate gross
proceeds of HK$76,500,000 (approximately $10.8 million). Each of the 15,000,000 purchase warrants had an exercise
price of HK$1.88 (approximately $0.26) and was exercisable until January 21, 2016. Sunshine granted 18,000,000 fee
warrants to one finder in connection with the above financing. Each fee warrant has an exercise price of HK$1.88
(approximately $0.26) and is exercisable until January 21, 2016. Sunshine also paid HK$2,295,000 (approximately $0.3
million) as a 3% finder’s fee on this closing.

On February 7, 2014, Sunshine completed a non-brokered private placement of a total of 45,000,000 units at a price of
HK$1.70. Each unit consisted of one Class “A” common share and one-third of one purchase warrant for aggregate gross
proceeds of HK$76,500,000 (approximately $10.9 million). Each of the 15,000,000 purchase warrants had an exercise
price of HK$1.88 (approximately $0.26) and was exercisable until February 7, 2016. Sunshine granted 18,000,000 fee
warrants to one finder in connection with the above financing. Each fee warrant has an exercise price of HK$1.88
(approximately $0.26) and is exercisable until February 7, 2016.

On February 20, 2014, the Corporation made a second payment to all claimants and lienholders equal to 20% of the
outstanding principal amounts owed as of December 3, 2013. In connection with the partial payments of outstanding
amounts, all lienholders and claimants agreed to forbear on the enforcement of their liens and claims until May 31, 2014.

On February 28, 2014, Sunshine completed a non-brokered private placement of a total of 45,653,958 units at a price of
HK$1.70. Each unit consisted of one Class “A” common share and one-third of one purchase warrant for aggregate gross
proceeds of HK$77,611,729 (approximately $11.1 million). Each of the 15,217,986 purchase warrants had an exercise
price of HK$1.88 (approximately $0.26) and was exercisable until February 28, 2016. Sunshine granted 18,261,583 fee
warrants to one finder in connection with the above financing. Each fee warrant had an exercise price of HK$1.88
(approximately $0.26) and was exercisable until February 28, 2016. This private placement represents the first tranche of
an irrevocable subscription for 84,000,000 units. On May 19, 2014, Sunshine cancelled the remaining balance of this
subscription.

On June 25, 2014, Sunshine completed a non-brokered private placement (the “June 2014 Private Placement”) of a total
of 640,000,000 Common Shares at a price of HK$0.85 per Common Share (approximately $0.12 per Common Share at
the time of closing) for aggregate gross proceeds of HK$544 million (approximately $76.25 million at the time of closing).

On July 21, 2014, the Corporation sold certain non-core oil sands assets to a third party industry partner for total
consideration of $20 million.

On August 8, 2014, the Corporation closed an offering of US$200 million of 10% senior secured notes (the “Notes”) issued
at a price of US$938.01 per US$1,000 principal amount. The Notes are described in further detail under the heading
“Description of Share Capital and Debt Securities — Notes”.

On August 18, 2014, the Corporation formally terminated the strategic alternatives review process that was initiated in
August of 2013 with the securing of financing to recommence construction of the first 5,000 bbl/d phase of the West Ells
project.

2015

In March 2015, Sunshine extended its commissioning and start up period for the first phase of its West Ells SAGD facilities
operation.
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On June 4, 2015, the Corporation entered into a non-binding framework agreement for strategic cooperation with Nobao
to facilitate the examination of the potential opportunities to integrate Nobao’s ground source high temperature heat pump
technologies, owned by Nobao, with existing oil sands thermal recovery technologies. The focus of the relationship will
be on examining applications of the ground source heat technologies to reduce the heat and energy producing costs of oil
sands production, to reduce emissions and to reduce pollution emissions into the environment. There is no capital
investment required to be made by Sunshine under the framework agreement. Nobao will be responsible for all costs
associated with the installation and operation of high temperature heat pump unit technologies and equipment for the
purpose of examining potential opportunities with Sunshine.

On August 20, 2015, Sunshine completed a portion of a non-brokered private placement to certain connected persons of
the Corporation (the “Connected Persons Financing”). The disinterested Shareholders approved the Connected Persons
Financing at a special meeting of the Shareholders held on July 21, 2015 (Hong Kong time) and July 20, 2015 (Calgary
time). A total of 111,214,210 Common Shares were issued at a price of HK$0.75 per Common Share (approximately $0.13
per Common Share at the time of closing) for aggregate gross proceeds of HK$83,410,658 (approximately $14.1 million
at the time of closing). The closing date in respect of the remaining 413,520,000 Common Shares to be issued under the
Connected Persons Financing has been extended until May 3, 2016.

On September 22, 2015, the Corporation successfully commenced steam injection into the target formation at the West
Ells project.

The Corporation was voluntary delisted from the TSX effective as of the close of markets on September 30, 2015. The
Common Shares continue to trade on the SEHK.

On October 1, 2015, Sunshine completed a non-brokered private placement of a total of 100,000,000 Common Shares at
a price of HK$0.50 per Common Share (approximately $0.08 per Common Share at the time of closing) for aggregate
gross proceeds of HK$50,000,000 (approximately $8.6 million at the time of closing).

On November 23, 2015, Sunshine completed a non-brokered private placement of a total of 36,912,000 Common Shares
at a price of HK$0.63 per Common Share (approximately $0.11 per Common Share at the time of closing) for aggregate
gross proceeds of HK$23,254,560 (approximately $4.0 million at the time of closing).

On November 30, 2015, Sunshine completed a non-brokered private placement of a total of 78,125,000 Common Shares
at a price of HK$0.64 per Common Share (approximately $0.11 per Common Share at the time of closing) for aggregate
gross proceeds of HK$50,000,000 (approximately $8.6 million at the time of closing).

On December 7, 2015, the Corporation successfully commenced the first oil production at the West Ells project.
2016

January 2016 was the first month the Corporation produced oil from the wells through the installed electric submersible
pumps (ESPs) at the West Ells project. In July 2016, three more ESPs were installed. In October/November 2016 the
remaining three ESPs were installed. In the meantime, all the wells were gradually heated up by circulating steam in the
well bores to reach the optimum pressure and temperature to mobilize the bitumen for production. Currently, all 8 well
pairs are in early SAGD production.

On March 15, 2016, the Corporation entered into a subscription agreement with Bright Hope Global Investments Limited
for a total of 558,823,500 Common Shares at HK$0.34 per Common Share (the “Bright Hope Financing”).

On April 27, 2016, Sunshine completed a portion of the Bright Hope Financing of a total of 88,234,000 Common Shares
at a price of HK$0.34 per Common Share (approximately $0.055 per Common Share at the time of closing) for aggregate
gross proceeds of HK$29,999,560 (approximately $4.9 million at the time of closing).

In May 2016, the largest wildfire in Alberta history struck Fort McMurray, Alberta and put a halt to all activities at the
West Ells project site. A Provincial State of Emergency was called in early May and on May 17, 2016, with the wildfire
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out-of-control, a mandatory evacuation from the Government was issued which affected the project. The Corporation was
required to evacuate all employees from the site and used charter air service due to road closures and the plant was shut
down in a matter of hours. The project was suspended for 38 days. Once the threats and hazardous areas were secured, it
took the Corporation weeks to re-establish the camp, to organize the work crew and to systematically re-start the plant. It
is estimated that this shutdown pushed back the production timeline for at least 3-4 months.

On June 3, 2016, Sunshine completed a portion of the Connected Persons Financing of a total of 13,333,333 Common
Shares at a price of HK$0.75 per Common Share (approximately $0.126 per Common Share at the time of closing) for
aggregate gross proceeds of HK$10,000,000 (approximately CDN$1.68 million).

On June 22, 2016, Sunshine completed a portion of the Bright Hope Financing of a total of 58,871,000 Common Shares at
a price of HK$0.34 per Common Share (approximately CDN$0.056 per Common Share at the time of closing) for
aggregate gross proceeds of HK$20,016,140 (approximately CDN$3.3million).

On June 23, 2016, Sunshine completed a portion of the Connected Persons Financing of a total of 40,000,000 Common
Shares at a price of HK$0.75 per Common Share (approximately CDN$0.124 per Common Share at the time of closing)
for aggregate gross proceeds of HK$30,000,000 (approximately CDN$4.96 million).

On July 21, 2016, Sunshine completed a portion of the Connected Persons Financing of a total of 96,400,000 Common
Shares at a price of HK$0.75 per Common Share (approximately CDN$0.126 per Common Share at the time of closing)
for aggregate gross proceeds of HK$72,300,000 (approximately CDN$12.2 million).

On August 1, 2016, the Corporation entered into a forbearance arrangement with all of the Noteholders pursuant to which
each of the Noteholders agreed not to enforce its rights in respect of the Notes prior to August 8, 2016, subject to certain
restrictions, in order to provide the Corporation and the Noteholders with additional time to finalize definitive
documentation.

The Corporation entered into a further forbearance arrangement with Noteholders on August 11, 2016 pursuant to which
Noteholders agreed not to enforce their rights in respect of the Notes prior to August 15, 2016, subject to certain restrictions.
On August 16, 2016, the forbearance arrangement was further extended until August 22, 2016. Pursuant to the forbearance
arrangement, Sunshine paid a US$10 million installment of interest due on the Notes as at August 1, 2016.

On August 21, 2016, Sunshine completed portion of the Connected Persons Financing of a total of 152,000,000 Common
Shares at a price of HK$0.75 per Common Share (approximately CDN$0.126 per Common Share at the time of closing)
for aggregate gross proceeds of HK$114,000,000 (approximately CDN$19.16 million).

On August 29, 2016, the Corporation and a majority of the Noteholders agreed to further extend the forbearance
arrangement. As a result of this extension, the forbearing Noteholders agreed not to enforce their rights in respect of the
Notes prior to August 31, 2016, subject to certain restrictions.

On September 1, 2016, the Corporation announced that Noteholders representing at least 94% of the outstanding Notes
had agreed to extend the forbearance period under the forbearance arrangement. As a result of this extension, the
Noteholders that were party to the forbearance arrangement agreed not to enforce their rights in respect of the Notes prior
to September 9, 2016, subject to certain restrictions.

On September 9, 2016, the Corporation and Noteholders representing 84.5% of the outstanding Notes (the “Forbearing
Holders”) entered into a long-term forbearance agreement in respect of the Notes (the “Forbearance Agreement”). On
September 12, 2016, Noteholders representing a further 11.5% of the outstanding Notes signed onto the Forbearance
Agreement (for total Noteholders representing 96% of the outstanding Notes). The principal terms of the Forbearance
Agreement included: (a) payment on October 17, 2016 of the yield maintenance premium payment due on August 1, 2016;
(b) payment of the coupon interest accruing on the Notes and repurchase of US$22.5 million in principal amount of the
Notes on February 1, 2017; (c) payment of the principal of the Notes and the coupon interest on the Notes on August 1,
2017; (d) payment of forbearance fees accruing at 2.50% on the principal amount of the Notes held by the Forbearing
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Holders; (e) payment of a fee equal to 7.298% of the outstanding principal amount of the Notes held by the Forbearing
Holders on August 1, 2017 and proportionately smaller fees if the Notes are repurchased or redeemed prior to that date; (f)
covenants relating to minimum liquidity to be maintained by the Corporation for specified periods; (g) board of director
observation rights for certain significant Noteholders; (h) use of proceeds restrictions for the proceeds of any asset sales
completed by the Corporation; (i) budget approval rights; and (j) requirements that the Corporation raise additional capital
and provide additional security for the Notes.

On September 14, 2016, Sunshine signed a non-binding memorandum of understanding for the potential acquisition of a
51% shareholding interest in Nobao.

The Corporation’s voluntary delisting from the Toronto Stock Exchange was completed on September 30, 2016.

The Corporation entered into discussions with the Forbearing Holders about altering the timing and the form of payment
of the yield maintenance premium to the Forbearing Holders due on October 16, 2016, as required by the Forbearance
Agreement.

On October 24, 2016, Sunshine completed a portion of the Bright Hope Financing of a total of 137,941,176 Common
Shares at a price of HK$0.34 per Common Share (approximately CDN$0.06 per Common Share at the time of closing) for
aggregate gross proceeds of HK$46,900,000 (approximately CDN$8.05 million).

On October 24, 2016, Sunshine completed portion of the Connected Persons Financing of a total of 13,333,333 Common
Shares at a price of HK$0.75 per Common Share (approximately CDN$0.13 per Common Share at the time of closing) for
aggregate gross proceeds of HK$10,000,000 (approximately CDN$1.72 million).

On October 31, 2016, Sunshine completed a portion of the Bright Hope Financing of a total of 23,529,412 Common Shares
at a price of HK$0.34 per Common Share (approximately CDN$0.06 per Common Share at the time of closing) for
aggregate gross proceeds of HK$8,000,000 (approximately CDN$1.38 million).

On November 21, 2016, the Bright Hope Financing was mutually terminated.
On November 27, 2016, all eight well pairs in West Ells were put into production.

On December 1, 2016, Sunshine completed the final portion of the Connected Persons Financing of a total of 98,453,334
Common Shares at a price of HK$0.75 per Common Share (approximately CDN$0.13 per Common Share at the time of
closing) for aggregate gross proceeds of HK$73,840,000 (approximately CDN$12.69 million).

On December 14, 2016, Sunshine completed a non-brokered private placement of a total of 50,000,000 Common Shares
at a price of HK$0.321 per Common Share (approximately CDN$0.054 per Common Share at the time of closing) for
aggregate gross proceeds of HK$16,050,000 (approximately CDN$2.7 million).

On December 28, 2016 Sunshine entered into a subscription agreement for 150,000,000 Common Shares at a price of
HK$0.28 per Common Share (approximately CDN$0.048 per Common Share at the time of closing) for aggregate gross
proceeds of HK$42,000,000 (approximately CDN$7.3 million). The non-brokered private placement will be completed on
or before March 28, 2017.

On January 2, 2017, the project reached a production volume of 2,200 barrels of crude per day.

On January 31, 2017, the Corporation announced that it was negotiating, among other things, the obligation to repurchase
US$22.5 million in principal amount of the Notes on February 1, 2017 pursuant to the Forbearance Agreement.

On February 16, 2017, the non-binding memorandum of understanding for the potential acquisition of a 51% shareholding
interest in Nobao was terminated as the conditions necessary to complete the transaction had not been fulfilled.
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The Corporation and the certain Noteholders entered into a Note Exchange Agreement dated March 20, 2017 pursuant to
which Sunshine repurchased an aggregate of USD $8.9 million principal amount of Notes from Forbearing Holders in
exchange for USD $8.9 million in Common Shares issued at a 19.9% discount to market price.

On March 20, 2017, the Corporation and Forbearing Holders agreed to fully reinstate the Forbearance Agreement by
entering into a Forbearance Reinstatement Agreement pursuant to which, inter alia, the Corporation agreed to cure various
defaults under the Forbearance Agreement and to pay Noteholders an aggregate of USD $5.2 million in cash to satisfy a
portion of the outstanding yield maintenance premium, interest and fees due under the Indenture and Forbearance
Agreement.

SIGNIFICANT ACQUISITIONS

Sunshine did not complete any significant acquisitions during the financial year ended December 31, 2016 for which
disclosure is required under Part 8 of National Instrument 51-102 — Continuous Disclosure Obligations.

DESCRIPTION OF THE BUSINESS
Overview

Sunshine is headquartered in Calgary, Alberta and the Corporation’s principal operations are the evaluation and
development of its diverse portfolio of Oil Sands Leases in the Athabasca region of the Province of Alberta. The
Corporation’s seven principal operating regions in the Athabasca area are at West Ells, Thickwood, Legend Lake, Harper,
Muskwa, Goffer and Portage. In addition, the Corporation has non-principal areas with no immediate development plans
located at East Long Lake, Godin, Saleski and South Thickwood. The Athabasca region is the largest oil sands region in
Alberta, and Canada’s oil sands represent the largest oil resource found in a stable political environment located in the
western hemisphere and the third largest oil resource in the world, with 168 billion bbls (27 million cubic metre) of
estimated resources. The Canadian oil sands are the largest single source of supply of oil imported into the United States.

Source: AER

Sunshine is focused on development of its assets, having undertaken construction development at West Ells and, in late
2013, Sunshine obtained approval for a 10,000 bbl/d project at Thickwood. Sunshine is awaiting regulatory approval for
an additional 10,000 bbl/d project at Legend Lake, with such approval being anticipated in 2017. Incremental development
of West Ells and Legend Lake in modular and scalable phases will assist in managing project timing and cost pressures, as
well as allowing Sunshine to take advantage of any improvements in recovery technologies. With approximately 276
MMbbls of proved plus probable reserves, Sunshine has significant commercial development potential. Sunshine’s
commercial development plans in the West Ells and Legend Lake areas target 130,000 bbl/d of potential risked production
capacity from these areas.
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Sunshine has practically completed the construction of the first phase 5,000 barrels/day West Ells SAGD Project. All 8
well pairs are in early production stages. The focus is to slowly ramp up the wells to target production rate (which can take
12 to 18 months) and to tune the modulated equipment in the facility to designed specifications to meet the designed
capacity of 5,000 bbls/d of oil production.

Oil Sands Leases

Sunshine holds approximately 990,807 acres (approximately 393,323 hectares) of leases (including Sunshine’s Oil Sands
Leases and P&NG leases and licences) in the Athabasca oil sands region of north eastern Alberta that we have acquired,
primarily through Crown Land Sales and also by purchases from third parties, for approximately $81.5 million. Sunshine
has a 100% working interest in almost all of our oil sand leases with the exception of our oil sand leases in the Godin and
Muskwa region (in which Sunshine has retained our 100% working interest position in the carbonate formations but has
granted Renergy a 50% working interest in the clastic formations pursuant and subject to the terms of the Joint Operating
Agreement). Sunshine’s portfolio of Oil Sands Leases consists of three distinct asset categories: clastics, carbonates and
conventional heavy oil.

In 2016, Sunshine initiated an early surrender of two Oil Sands Leases totaling 5,698 hectares at Crow Lake due to
unfavourable economic development forecast. At Thickwood, the Corporation did not continue the primary term of four
P&NG leases totaling 7,168 hectares.

The map on the next page highlights Sunshine’s Oil Sands Leases.
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This AIF includes estimates of Sunshine’s reserves and resources made by GLJ and D&M. These estimates are described
in the section titled “Statement of Reserves Data and Other Oil and Gas Information” and “Appendix A — The Corporation’s
Resources”.

Development of Sunshine’s Assets
West Ells

The West Ells asset area consists of approximately 9,600 hectares of contiguous oil sands leases and is located within the
Athabasca oil sands region between townships 94 to 96 and ranges 17 and 18 west of the fourth meridian. This area is
contiguous with the Corporation’s Legend Lake asset area, providing synergies in development plans for the combined
area. The area is located approximately 80 km to the northwest of the city of Fort McMurray, with permanent road access
completed to the West Ells site. This permanent road access links West Ells to Provincial Highway 63 just north of Fort
McMurray. In addition, natural gas pipeline infrastructure exists in the immediate West Ells area and service is connected
to the West Ells site.

The bitumen reservoir at West Ells is contained in the Wabiskaw member of the Clearwater formation, which is a clastic
reservoir. Inthe GLJ Report, GLJ has assigned an estimated 86 MMbbls of proved undeveloped reserves and 140 MMbbls
of proved plus probable undeveloped reserves. The asset is expected to be exploitable using proven SAGD technology.
The Corporation has a 100% working interest with a potential risked development capacity of 70,000 bbls of bitumen per
day.

Project Development

Sunshine plans to develop the West Ells asset area using a staged development strategy. Phase 1 is expected to provide the
initial 5,000 bbl/d of production, while Phase 2 is expected to provide an additional 5,000 bbl/d of the Corporation’s
170,000 bbl/d risked development plan in the clastics. Sunshine has the potential to develop the West Ells asset (70,000
bbl/d) in conjunction with the Legend Lake area (60,000 bbl/d), providing an estimated 130,000 bbl/d of risked production
capacity towards this strategy. In support of this, the Corporation has progressed environmental field work and completed
engineering efforts in support of commercial applications planned for 2017 in Legend Lake.

Sunshine obtained regulatory approval for the first 10,000 bbl/d SAGD facility on January 26, 2012 (West Ells Phase 1
and 2), and the project began construction in late 2012. For the year ended December 31, 2016, approximately $36 million
was incurred for West Ells equipment, engineering construction, civil works, completions, commissioning & start-up
activities and other post-suspension project related expenditures.

The Phase 1 facility is substantially complete and has been in operation since Q4 2015. As at the date hereof, construction
activities on site are practically complete, systems for the central processing plant and well pad are in operation. All eight
well pairs on one multi-well pad are in SAGD production mode.

The wildfire in Fort McMurray in May 2016 substantially interrupted the warm-up and production schedule of West Ells.
It is estimated that the target volume and rate was delayed by 3-4 months

The Corporation plans to complete the following key project activities in 2017: (i) improve the reliability of the Phase 1
facility; (ii) ramp up production; (iii) achieve steady state operations; and (iv) continue diversifying marketing options.
Thickwood

The Thickwood region consists of 7,936 hectares of oil and gas leases of which the Oil Sands Leases covering
5,888 hectares and is located within the Athabasca oil sands region between Townships 90 and 91 and Range 18 west of
the fourth meridian, approximately 90 km from Fort McMurray and 40 km from West Ells. In 2016, some P&NG leases
have not been renewed.

The bitumen reservoir at Thickwood is contained in the Wabiskaw member of the Clearwater formation, which is a clastic
reservoir. In 2016, reserves had not been assigned to Thickwood. GLJ Report had moved 146 MMbbls of probable
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undeveloped reserves to best contingent category with maturity subclass of Development Unclarified due to sub-economic
assessment. Disclosure of the Corporation’s Contingent Resources which have been derived from the GLJ Report and
D&M Report can be found in Appendix A. With a potential risked production capacity of 40,000 bbl/d and a 100% working
interest, the asset is expected to be exploited using proven SAGD technology.

Project Development

The Corporation filed an application for regulatory approval for the first 10,000 bbl/d project in October 2011 and approval
was obtained in September 2013. Since then, the Corporation has continued its internal design and planning for
development of this asset.

Following completion of Phase 2 of the 10,000 bbl/d West Ells SAGD project, Sunshine intends to develop Legend Lake
area and then the Thickwood area in phases in order to control costs, implement improvements in recovery technologies
and improve efficiency.

Sunshine plans to further develop the Thickwood asset area using a staged development strategy. Commercial expansion
of this area to 40,000 bbl/d of risked production is a key component of the Corporation’s 170,000 bbl/d risked development
plan in the clastics.

Legend Lake

The Legend Lake asset area consists of 9,216 hectares of oil sands leases and is located within the Athabasca oil sands
region in Township 96 and Range 18 west of the fourth meridian, approximately 100 km from Fort McMurray and 15 km
from West Ells. The Legend Lake lease area is contiguous with the West Ells leases, and will therefore benefit from
synergies in long term development including permanent road access, natural gas infrastructure, and location of key plant
facilities.

The bitumen reservoir at Legend Lake is contained in the Wabiskaw member of the Clearwater formation, which is a clastic
reservoir. The GLJ Report shows an estimated 135 MMbbls of proved plus probable reserves with a potential risked
production capacity of 60,000 bbl/d, in which the Corporation has a 100% working interest. The asset is expected to be
exploitable using proven SAGD technology.

Project Development

In November 2011, the Corporation filed an application for regulatory approval for the first 10,000 bbd/d SAGD Project
at Legend Lake. Sunshine responded to the initial round of Supplemental Information Request (SIR’s) from the regulators
in 2012 and completed the final set of SIR’s in December 2013. Regulatory approval is expected in 2017 and the
Corporation has progressed internal engineering design efforts for the project.

Sunshine estimates there is a risked development potential of over 60,000 bbl/d of bitumen from the Legend Lake area.
When combined with the estimated 70,000 bbl/d of risked production from West Ells, 40,000 bbl/d of risked production
from Thickwood, this results in an estimated total risked production capacity of 170,000 bbl/d for the Corporation’s clastics
assets. Sunshine is progressing with internal design and planning for development of this asset.

Following completion of Phase 2 of the 10,000 bbl/d West Ells SAGD project, Sunshine intends to develop the Legend
Lake area through phases to control costs, implement improvements in recovery technologies and capture efficiencies.

2017 Drilling Program

The last drilling that occurred was for West Ells Phase 2 SAGD wells and all drilling was completed by August 2013.
There were no drilling programs conducted since then and Sunshine currently has no plans for further drilling in 2017.
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Other Clastic Assets

In addition to the three core areas that have been identified to date for commercial development, we are continuing to
evaluate other clastic areas, in part through future delineation programs to expand these existing commercial areas and
potentially identify new commercial areas. We will continue to monitor and assess the results of each winter program as
we weigh our investment decisions in order to maximize value. The other clastic areas (Harper, Muskwa/Godin, Portage
and East Long Lake) have been estimated to contain contingent resources by our Independent Evaluators as at December
31, 2016. As described below, these properties are not subject to near term mineral agreement expiry issues.

Joint Venture

On October 20, 2013, Sunshine announced it had entered into the Joint Operating Agreement with Renergy in respect of
Sunshine’s Muskwa and Godin Oil Sands Leases (excluding the carbonate formations contained therein). In exchange for
a 50% working interest in these Oil Sands Leases, Renergy agreed to fund 100% of the initial joint operations conducted
on the lands up to a fixed maximum amount of $250 million (the “Commitment Cap”) in order to meet a production target
of 5,000 barrels per day (the “Production Target”). Renergy, as operator, can deploy funding in its discretion until the
earlier of when it funds up to the Commitment Cap or until production from the lands over any 20 consecutive days period
equals or exceeds the Production Target.

In the event that the Commitment Cap or Production Target is not reached by an outside date (being the earlier of three
years the date of receipt of all required regulatory approvals in respect of the first phase of discrete operations and October
20, 2019), Renergy’s working interest shall be reduced commensurate to the lesser of either the difference between the
funding contributions it made and the Commitment Cap or the difference between the average production achieved from
the lands compared to the Production Target.

Renergy obtained approval for a steam and carbon dioxide co-generation co-injection thermal pilot project on January 26,
2015 but at the date hereof, construction has not been commenced for this project. During the final quarter of 2014, Muskwa
cold production wells were suspended due to low oil prices. The suspension continued with no indication that it is intending
to re-activate production in the current year.

Carbonates

The Corporation’s land base includes bitumen resources in the carbonates in several geological formations. The
Independent Reports did not include an evaluation of the Corporation’s resources in the carbonates. For further information,
see Appendix “A” hereto.

Conventional Heavy Oil

Sunshine has identified conventional heavy oil opportunities across several areas within our land base, including Muskwa,
Harper, Godin and Portage. The development of these conventional oil reservoirs may not require thermal stimulation but,
due to their location, should benefit from the Alberta oil sands royalty structure. This provides an economic advantage
over heavy oil in other locations. The most advanced of these projects is in the Muskwa area where, prior to the joint
venture agreement with Renergy, we executed several stages of preliminary exploration and development spending. We
demonstrated sustained production from several well types, including horizontal, slant and vertical wells.

Our Muskwa property began producing in September 2010. Production volumes from the Muskwa property are not
economic. On October 20, 2013, we entered into the Joint Operating Agreement with Renergy, pursuant to which we
granted a 50% working interest in the clastic formations contained in our oil sands leases in the region.

Sunshine continues to work with Renergy on short term and long term planning and thermal technology evaluation for
potential development in the Muskwa and Godin areas. The first thermal single well pilot project application was submitted
in July 2014, and approved on January 26, 2015. Renergy, as operator, suspended production operations in December
2014 based on project economics and future long term planning.
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Regional Infrastructure
Product Movement

We are transporting early SAGD production volumes by trucks which are also used to transport diluent to site for use in
the extraction process and for blending with the bitumen to make it ready for transportation and sale. This is typical of
managing the early stages of development when production is below 10,000 bbl/d. Options are constantly being updated
to identify various delivery points which are identified where the blend will be subject to the best available market
conditions. This could include delivery to pipeline or rail sales points in the future. In conjunction with developing SAGD
facilities, we developed related infrastructure such as a main access road, spur roads and natural gas pipelines and tie-ins
on an as needed basis.

Sunshine shared the total cost of the all season road with industry partners. The all season road has a wide running surface
capable of managing heavy loads, construction modules and equipment and will be available for public use without liability
to us. Industry users will pay us for their use of the road.

Water Source

We require water to generate steam for our SAGD recovery process. We explored for and confirmed the presence of a
significant water source located in the Viking Formation. This shoreline complex is mapped up to 65 m thick at the apex
and is spread over three Townships, or over 279 km2. The average porosity for the Viking water sand is generally 35% in
the West Ells and Legend Lake areas. This complex contains an estimated 19 billion bbls (3 million cubic metres) of water
supply underlying our leases. This water is not utilized for any other purposes. We understand that, under the Water Act,
the AEP has the discretion to require that security requirements be imposed pursuant to the requirements set out by the
regulations. To date, the regulations only require that security be provided if an approval is cancelled or suspended under
the Water Act. Generally, AEP may suspend or cancel a licence in a number of situations, including at the request for a
licensee, if a licensee is indebted to the government of Alberta or for non-compliance with the Water Act. There is also no
royalty or fee owed to the Crown for water usage.

We have drilled and completed three water source wells for the West Ells operation but currently are able to obtain
sufficient water by utilizing just two wells which have active diversion licences. The third water source well is tied-in and
ready to be used when needed by obtaining a diversion licence from the regulatory body. Two more water wells were
drilled and tested for deliverability; the wells will be tied-in for future project expansion. We do not receive any
government subsidies for water. In addition to our Viking, non-saline water source, we are exploring saline water sources
that we have identified in the Devonian Leduc and Grosmont Formations for long term operations.

Natural Gas

Sunshine is using natural gas to fuel our steam generators and to generate electricity to power our pumps and other
equipment for our SAGD processing. We are purchasing natural gas on the TCPL intra-Alberta pipeline system. Access
to this pipeline system allows Sunshine to purchase interruptible and firm gas on the open Alberta market.

Cogeneration of Power

Sunshine integrated cogeneration into its SAGD projects. Integrated natural gas driven cogeneration is typically more
economic than purchasing electricity from the grid, and has fewer emissions than coal power generation. For the West
Ells project, Sunshine applied for and received approval from the AUC for a power plant generating a total capacity of 24
MW of electricity on June 12, 2013. Sunshine has also received approval for an Industrial System Designation to facilitate
power distribution around the entire site. The cogeneration units may also be tied into the Alberta electrical grid to sell
surplus power to the grid when it is established in the project area and economically feasible. In addition, we expect the
grid will eventually provide backstopping to the projects.

Over time, as commercial projects for bitumen extraction are established in the region, we anticipate that transmission lines
will be tied into the grid. Critical demand levels are required to trigger the applicable transmission facility owner to allocate
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capital for new transmission lines. Alternatively, the Transmission Deficiency Regulation, Alta Reg 176/2014 and
amendments to the Transmission Regulation, Alta Reg 86/2007 were introduced in 2014 and permit oil sands and other
industrial operators to construct their own radial transmission lines for the purposes of providing power from the provincial
grid to their operations under certain circumstances and by constructing the transmission line themselves and paying the
capital charges up front. In December 2014, the Alberta Electric System Operator awarded through its first ever competitive
process, the construction and operation of the Fort McMurray West 500 kV Transmission Project to the Alberta PowerLine
Limited Partnership. The Fort McMurray West 500-kV Transmission Project, which is expected to be completed and in
service by 2019, will allow more power to flow in and out of the Fort McMurray area, increasing the capacity of the
existing system to meet the growing demand for power in this area, including for Sunshine’s SAGD projects.

Diluent

We do not intend to upgrade our bitumen, and currently utilize condensate as a diluent. We anticipate that, prior to the
installation of dilbit and diluent pipelines, trucks will be used for transportation of volumes to and from the site. We
expect that trucks returning from the delivery of blended dilbit will be loaded with diluent, which we expect will be stored
on site for use in the SAGD process and for blending of future production volume. The condensate will come from various
condensate hubs in Alberta. We anticipate diluent for future project phases will come from various potential suppliers.
We are currently considering options for the diluent supply for the West Ells project and we are reviewing diluent supply
arrangements.

Marketing of Bitumen Blend

We anticipate that our bitumen will be blended with diluent and sold as a dilbit or railbit. These products are sold to
refineries in Canada and the United States. Our conventional heavy oil is typically priced off the Canadian benchmark
crude known as Western Canadian Select, which is priced at Hardisty at a monthly floating differential to WTI. We expect
our bitumen will be similarly priced though at a discount to Western Canadian Select due to deductions for quality and
transportation.

Revenue

The revenue that a producer ultimately receives for one barrel of bitumen production is derived from the price of bitumen
blend, less transportation and diluent costs. The price for bitumen blend is benchmarked to conventional heavy oil at
various locations, which in turn typically trades at a discount to light oil benchmarks such as WTI at Cushing, Oklahoma
or Edmonton Par in Alberta.

Bitumen revenue depends on the cost of diluent and the blending ratio required to create bitumen blend. The price of
diluent varies depending on its quality attributes, although it typically trades at a price that is similar to WTI or Edmonton
Par. We understand the supply of diluent to be currently adequate in the oil sands region, with imports from the U.S., and
management expects to be able to source sufficient quantities to satisfy blending requirements.

Royalties

Alberta requires royalties be paid on the production of natural resources from lands for which it owns the mineral rights.
The Government of Alberta’s royalty share from oil sands production is price-sensitive. The royalty range applicable to
price sensitivities changes depending on whether the project’s status is pre-payout or post-payout. “Payout” is generally
defined as the point in time when a project has generated enough net revenue to recover its costs and provide a designated
return allowance. Under the current royalty framework, the base pre-payout royalty rate starts at 1% of gross revenue and
increases for every dollar that the world oil price, as reflected by the WTI crude oil price in Canadian dollars, is priced
above $55 per barrel, to a maximum of 9% when the WTI crude oil price is $120 per barrel or higher. The post-payout
royalty rate, on the other hand, is based on net revenue, and starts at 25% and increases for every dollar the WTI crude oil
price is above $55 per barrel to a maximum of 40% when the WTI crude oil price is $120 per barrel or higher. Specified
capital and operating costs may be deducted to arrive at net revenue for this calculation.
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On January 29, 2016, the provincial government announced changes to the current royalty framework. Under the new
Modernized Royalty Framework (the “MRF”), the sliding scale royalty concept will be maintained, but will be achieved
with a greater degree of simplicity. The new royalty percentage will be applied to the gross revenue generated from all
hydrocarbons, with no differentiation between produced substances, and wells will be charged a flat 5% royalty rate until
revenues exceed a normalized well cost allowance, which will be based on vertical well depth and lateral length. The
calculation of this cost allowance, and other details regarding the various parameters within the new formula under the
MRF was announced on March 31, 2016. Ultimately, there were no changes to the royalty structure or rates for oil sands
projects. Project owners will be improving disclosure of royalty information starting in 2017 on projects thereby increasing
the transparency of allowable costs.

Industry Conditions

Both the Canadian and international oil industry are highly competitive. Oil producers compete with each other in a number
of areas, including in attracting and retaining experienced and skilled personnel, the procurement of equipment, access to
capital markets, the exploration for, and the development of, new sources of supply, the acquisition of oil interests, the
distribution and marketing of petroleum products, and obtaining means of transportation. Sunshine will directly compete
with other producers of bitumen, bitumen blends, synthetic crude oil and conventional crude oil. Some of these competitors
have lower costs and greater financial and other resources than Sunshine. A number of competitors have significantly
longer operating histories and have more widely recognised brand names, which could give such competitors advantages
in attracting customers, partners and employees. We propose to leverage our contacts in Asia, and in particular China, in
order to source more cost-effective supplies, plant and equipment to support our developments.

Alberta Carbon Levy

On January 1, 2017, Alberta’s passed legislation under the Climate Leadership Act which imposed a substantial carbon
levy (tax) on a wide variety of products. The Corporation filed and received approval for an exemption to the levy on all
fuels used in the processes associated with the project. This includes: natural gas, methanol, pentanes plus, condensate
(diluent), marked diesel and propane. This exemption is valid until 2023.

Employees

At December 31, 2016, Sunshine had 58 full time employees.

STATEMENT OF RESERVES DATA AND OTHER OIL AND NATURAL GAS INFORMATION
Overview
The information set forth herein relating to the Corporation’s reserves and resources includes forward-looking information,
which is subject to certain risks and uncertainties. Please see the sections titled “Forward-Looking Statements” and “Risk
Factors” for further discussion.

Independent Reports

The Corporation engaged the Independent Evaluators to prepare independent reserve and resource assessments for its assets
effective as of December 31, 2016. The statement of reserves data and the oil and natural gas information set forth below
is derived from the GLJ Report. Disclosure of the Corporation’s Contingent Resources is derived from the GLJ Report and
D&M Report and is attached to this Annual Information Form as Appendix A.

The GLJ Report was prepared on February 24, 2017. The D&M Report was prepared on February 20, 2017.
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o GLJ Report — GLJ evaluated the 100% Corporation’s Reserves assets attribute to West Ells, Thickwood, Legend
Lake and East Long Lake. GLJ also evaluated the Corporation’s Contingent Resources attributable to the assets at
West Ells, Thickwood, Legend Lake and East Long Lake.

o D&M Report — D&M evaluated the Corporation’s Contingent Resources attributable to the assets at Portage,
Harper, and Muskwa/Godin.

The Independent Evaluators carried out their evaluations in accordance with the COGE Handbook and standards
established by the Canadian Securities Administrators in NI 51-101 and CSA 51-324. All of the Corporation’s properties
are located in the Province of Alberta and are described elsewhere in this Annual Information Form.

GLJ’s Report on Reserves Data by Independent Qualified Reserves Evaluator or Auditor and Report on Resources Data
by Independent Qualified Reserves Evaluator or Auditor and D&M’s Report on Resources Data by Independent Qualified
Reserves Evaluator or Auditor in the Form 51-101F2 are set forth in Schedule “A” to this AIF. The Corporation’s Report
of Management and Directors on Oil and Gas Disclosure in the Form 51-101F3 is set forth in Schedule “B” to this AIF.

Gross reserves are the Corporation’s working interest share before deducting royalties and without including any royalty
interests of the Corporation. Net reserves are the Corporation’s working interest share after deduction of royalty
obligations, plus the Corporation’s royalty interests in reserves.

The Corporation has determined the future net revenue and present value of future net revenue after income taxes by
utilizing GLJ's before income tax future net revenue and our estimate of income tax. Estimates of the after income tax
value of future net revenue have been prepared by the Corporation based on before income tax reserves information and
include assumptions and estimates of the Corporation's tax pools and the sequences of claims and rates of claim thereon.
The values shown may not be representative of future income tax obligations, applicable tax horizon or after tax valuation.
The after tax net present value of the Corporation's oil and gas properties reflects the tax burden of the properties on a
stand-alone basis. It does not provide an estimate of the value of the Corporation as a business entity, which may be
significantly different. The Corporation's financial statements for the year ended December 31, 2016 should be consulted
for additional information regarding its taxes.

Future net revenue is a forecast of revenue, estimated using forecast prices and costs, arising from the anticipated
development and production of resources, net of the associated royalties, operating costs, development costs and
abandonment and reclamation costs. The estimated future net revenue contained in the following tables does not necessarily
represent the fair market value of our reserves. There is no assurance that the forecast price and cost assumptions contained
in the GLJ Report will be attained and variations could be material. Other assumptions and qualifications relating to costs
and other matters are summarized in the notes to or following the tables below. Readers should review the definitions and
information contained in "Notice Regarding Presentation of Reserves and Resources Data" earlier in this Annual
Information Form in conjunction with the following tables and notes. The recovery and reserve estimates on our properties
described herein are estimates only. The actual reserves on our properties may be greater or less than those calculated. See
"Risk Factors".

Reserves and Resources Classification

As an in-situ bitumen project is developed, the estimated recoverable volumes will be classified according to their stage of
development. Before filing a regulatory application seeking approval to proceed with a development project, the associated
estimated recoverable volumes are categorized as contingent resources and are sub-categorized in low, best and high
estimate cases. Upon filing for regulatory approval, and assuming no other significant contingencies exist, the estimated
volumes associated with the development project are categorized as reserves and may be sub-categorized as probable and
possible reserves. Upon the receipt of regulatory and internal corporate approvals, and assuming no other significant
contingencies exist, the estimated volumes associated with an in-situ bitumen development project may be sub-categorized
as proved reserves.
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Reserves Data (Forecast Prices and Cost)

Summary of Oil and Gas Reserves and Net Present Values of Future Net Revenue —

Forecast Prices and Costs as of December 31, 2016

Bitumen (1) Total Oil Equivalent
Gross Net Gross Net
Reserves Category (Mbbl) (Mbbl) (Mboe) (Mboe)
PROVED
Producing 0 0 0 0
Developed Non-producing 0 0 0 0
Undeveloped 85,679 77,695 85,679 77,695
TOTAL PROVED 85,679 77,695 85,679 77,695
TOTAL PROBABLE 189,952 159,327 189,952 159,327
TOTAL PROVED PLUS
PROBABLE 275,631 237,022 275,631 237,022
TOTAL POSSIBLE 103,012 78,255 103,012 78,255
TOTAL PROVED PLUS
PROBABLE PLUS POSSIBLE 378,643 315,277 378,643 315,277

Note: (1) The Corporation has only Bitumen Reserves

Net Present Value Summary

Net Present Values of Future Net Revenue

Unit Value Before
Income Tax

Before Income Taxes Discounted At (% per year)

Discounted at
10% per year

0% 5% 10% 15% 20%
Reserves Category (MM$) (MM$) (MM$) (MM$) (MM$) $/boe (1)

PROVED

Producing 0 0 0 0 0 0

Developed Non-producing 0 0 0 0 0 0

Undeveloped 938 334 95 (8) (55) 1.22
TOTAL PROVED 938 334 95 (8) (55) 1.22
TOTAL PROBABLE 4,179 1,125 338 81 (19) 2.12
TOTAL PROVED PLUS
PROBABLE 5,118 1,459 433 73 (74) 1.83
TOTAL POSSIBLE 3,027 1,020 383 152 59 491
TOTAL PROVED PLUS
PROBABLE PLUS POSSIBLE 8,144 2,479 816 225 (15) 2.59

Note: (1) Unit values is based on net reserves
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Net Present Values of Future Net Revenue
After Income Taxes Discounted At (% per year)

0% 5% 10% 15% 20%
Reserves Category (MM$) (MM$) (MM$) (MM$) (MMS$)

PROVED

Producing 0 0 0 0 0

Developed Non-producing 0 0 0 0 0

Undeveloped 747 262 66 (20) (60)
TOTAL PROVED 747 262 66 (20) (60)
TOTAL PROBABLE 3,018 777 205 21 (50)
TOTAL PROVED PLUS
PROBABLE 3,765 1,039 271 0 (111)
TOTAL POSSIBLE 2,192 719 255 90 25
TOTAL PROVED PLUS
PROBABLE PLUS
POSSIBLE 5,957 1,758 526 90 (86)

Total Future Net Revenue (Undiscounted) — Forecast Prices and Costs as of December 31, 2016

Future Net Future Net
Abandonment Revenue Future Revenue
Capital and Before Income After
Royalties Operating Development  Reclamation Income Tax Income
Reserves Revenue ) Costs Costs Costs (2) Taxes Expenses Taxes
Category (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) (MM$) (MM$)
Total Proved 5,874 591 2,366 1,792 187 938 191 747
Total Proved
Plus Probable 22,267 3,348 7,529 5,712 562 5,118 1,353 3,765
Total Proved
Plus Probable
Plus Possible 30,054 5,343 9,202 6,764 601 8,144 2,187 5,957

Notes; (1) Royalties include Crown, freehold and overriding royalties
(2) For more information, see “Significant factors and Uncertainties affecting Reserves Data — Abandonment and Reclamation Costs”
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Future Net Revenue by Product Type — Forecast Prices and Costs as of December 31, 2016

Future Net Revenue Before Income
Taxes

(Discounted at 10% per year)
Present Value

Reserves Category Production Group (MM$) $/boe
Proved Bitumen 95 1.22
Total Proved 95 1.22
Proved Plus Probable Bitumen 433 1.83
Total Proved Plus Probable 433 1.83
Proved Plus Probable Plus Possible Bitumen 816 2.59
Total Proved Plus Probable Plus Possible 816 2.59

Pricing Assumptions

The forecast cost and price assumptions that formed the basis for the revenue projections and net present value estimates
in the independent reports were based on GLIJ’s January 1, 2017 pricing forecast with an effective date of December 31,
2016. A summary of this price forecast is set forth below.

GLJ Pricing Forecast Effective January 1, 2017

Oilfield Edm. Oil Heavy Oil NYMEX
Costs Exchange WTI Edmonton ~ WCS @ 12 API Henry Hub AECO Edmonton
Inflation 1CAD @Cushing Light Hardisty Hardisty Reference Spot Pentanes
Year % =xUSD $US/bbl $/bbl $/bbl $/bbl US$/MMBtu  ($/MMbtu)  Plus $/bbl
2017 2 0.750 55.00 69.33 53.32 46.69 3.60 3.46 7211
2018 2 0.775 59.00 72.26 56.79 50.40 3.20 3.10 74.79
2019 2 0.800 64.00 75.00 61.27 55.03 3.40 3.27 78.75
2020 2 0.825 67.00 76.36 63.00 56.96 3.60 3.49 79.80
2021 2 0.850 71.00 78.82 65.90 59.95 3.80 3.67 82.37
2022 2 0.850 74.00 82.35 69.42 63.43 4.00 3.86 86.06
2023 2 0.850 77.00 85.88 7291 66.99 4.20 4.05 89.32
2024 2 0.850 80.00 89.41 76.45 70.48 431 4.16 92.99
2025 2 0.850 83.00 92.94 79.93 73.63 4.39 4.24 97.59
2026 2 0.850 86.05 95.61 83.47 77.54 4.48 4.32 99.91
2027+ escalate oil, gas and product prices at 2% per year thereafter
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Reconciliation of Changes in Reserves

Reconciliation of Corporation’s Gross Reserves - Forecast Prices and Costs as of December 31, 2016

Bitumen Oil Equivalent
Proved Proved
Plus Plus
Proved Probable Proved Probable
Plus Plus Plus Plus
Factors Proved Probable Probable Possible Proved Probable Probable Possible
(Mbbl) (Mbbl) (Mbbl) (Mbbl) (Mboe) (Mboe) (Mboe) (Mboe)
December 31, 2015 85,730 336,066 421,796 601,562 85,730 336,066 421,796 601,562
Discoveries 0 0 0 0 0 0 0 0
Extension 0 0 0 0 0 0 0 0
Infill Drilling 0 0 0 0 0 0 0 0
Improved Recovery 0 0 0 0 0 0 0 0
Technical
Revisions (6) 1 4) (5) 6) 1 4 (5)
Acquisitions 0 0 0 0 0 0 0 0
Dispositions 0 0 0 0 0 0 0 0
Economic Factors 0 (146,115) (146,115) (222,869) 0 (146,115) (146,115) (222,869)
Production (45) 0 (45) (45) (45) 0 (45) (45)
December 31, 2016 85,679 189,952 275,632 378,643 85,679 189,952 275,632 378,643

Note:

(1) The Economic Factors revision is the estimate on the value of the project to meet a hurdle discounted rate of 10% with the forecast pricing

(2) The numbers in this table may not add exactly due to rounding.
Additional Information Relating to Reserves Data

Undeveloped reserves are attributed by GLJ in accordance with standards and procedures contained in the COGE
Handbook. Proved undeveloped reserves are those reserves that can be estimated with a high degree of certainty and are
expected to be recovered from known accumulations where a significant expenditure is required to render them capable of
production. Probable undeveloped reserves are those reserves that are less certain to be recovered than proved reserves and
are expected to be recovered from known accumulations where a significant expenditure is required to render them capable
of production.

The Independent GLJ Reserves Report estimated the Corporation’s gross Proved Undeveloped Reserves to be 86 MMbbls
and proved plus probable undeveloped reserves to be 276 MMbbls. The undiscounted capital estimated in the GLJ Report
is $1,792 MM to develop the Proved Undeveloped Reserves. All of the Corporation’s reserves will be developed with the
start-up and commissioning of both the first and second 5,000 bbl/d phases at West Ells as well as with approval,
construction, start-up and commissioning of additional first 10,000 bbl/d phases at Legend Lake.

Proved Undeveloped Reserves

Proved Undeveloped Reserves have been assigned in areas where the reserves can be estimated with a high degree of
certainty. The following table presents the Corporation’s gross proved undeveloped and probable undeveloped reserves
that were attributed to the Corporation for the most recent three financial years.
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Corporation’s Gross Proved Reserves First Attributed by Year

Bitumen (Mbbl) (1) Oil Equivalent (Mbbl)
Proved Undeveloped First First
Reserves Attributed Total at Year-end Attributed Total at Year-end
2014 6,650 85,730 6,650 85,730
2015 0 85,730 0 85,730
2016 0 85,679 0 85,679

Note: (1) The Corporation has only Bitumen Reserves

Corporation’s Gross Probable Reserves First Attributed by Year

Probable Bitumen (Mbbl) (1) Oil Equivalent (Mbbl)
Undeveloped First First
Reserves Attributed  Total at Year-end Attributed Total at Year-end
2014 0 350,129 0 350,129
2015 0 336,067 0 336,067
2016 0 189,952 0 189,952

Note: (1) The Corporation has only Bitumen Reserves

The Corporation plans to develop its undeveloped reserves in connection with the first two phases of the West Ells SAGD
operation within the next two years and plans to develop its undeveloped reserves in Legend Lake as funding for
development becomes available which currently is estimated to be developed in the next 5 years. A number of factors
could result in delayed or cancelled development, including (i) changing economic conditions; (ii) changing technical
conditions; (iii) availability and allocation of capital; (iv) surface access issues; (v) environmental and emissions regulation
by governmental authorities; and (vi) the treatment of the Corporation under regulatory regimes.

The Corporation’s future development plans for its proved and probable undeveloped reserves are described in the section
of this ATF titled “Description of the Business — Development of Our Assets”.

Significant Factors or Uncertainties Affecting Reserves Data

The process of evaluating reserves is inherently complex. It requires significant judgments and decisions based on
available geological, geophysical, engineering and economic data. These estimates may change substantially as additional
data from ongoing development activities and production performance becomes available and as economic conditions
impacting oil and gas prices and costs change. The reserve estimates contained herein are based on current production
forecasts, prices and economic conditions and other factors and assumptions that may affect the reserve estimates and the
present worth of the future net revenue therefrom. These factors and assumptions also include, among others: (i) historical
production in the area compared with production rates from analogous producing areas; (ii) initial production rates;
(iii) production decline rates; (iv) ultimate recovery of reserves; (v) success of future development activities;
(vi) marketability of production; (vii) effects of government regulations; and (viii) other government levies imposed over
the life of the reserves.

As circumstances change and additional data becomes available, reserve estimates also change. Estimates are reviewed
and revised, either upward or downward, as warranted by the new information. Revisions are often required due to changes
in well performance, prices, economic conditions, government restrictions and evaluation guidelines. Revisions to reserve
estimates can arise from changes in year-end prices, reservoir performance and geologic conditions or production. These
revisions can be either positive or negative.
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Abandonment and Reclamation Cost

The Corporation’s future asset retirement obligations are reviewed regularly by management based upon current
regulations, costs, technologies and industry standards. The discounted obligations are recognized as a liability and are
accreted against income until they are settled or the applicable property is sold. Actual restoration expenditures are charged
to the accumulated obligations as incurred.

As of December 31, 2016, the Corporation’s asset retirement obligation program estimated the total undiscounted amount
to decommission the Corporation’s wells (observation, water sources), facilities, and net of estimated salvage recoveries
was approximately $46 million. The obligation is reviewed regularly based on the current regulations, technologies, costs
and industry practices. This is recognized as a liability and is accreted against income until the retirement process is
completed or the property is sold.

In the GLJ Report, abandonment and reclamation costs for Total Proved and Probable Reserves (2P) assessed for dedicated
facilities and for all existing and future wells to which reserves and resources have been assigned is approximately $562
million ($54 million discounted at 10%) to be settled in periods up to 2063. Cost has been scheduled five years after the
last year of production for each well. Other additional abandonment and reclamation costs have not been included in the
reserves and resources reports.

In connection with Corporation’s operation, the Corporation will incur abandonment and reclamation costs for surface
leases, facilities and pipelines. The overall costs will include all cost associated with restoring a property that has been
disturbed by the Corporation's oil and gas activities to the standard imposed by the applicable government authorities.

The future net revenue disclosed in the Annual Information Form based on the GLJ Report do not contain an allowance
for abandonment and reclamation costs for dedicated facilities and wells to which no reserves and resources have been
attributed. Furthermore, the estimated cost of abandonment and reclamation is included in the economic evaluation of each
of the Corporation’s properties. As a result of anticipated long project lives, usually of 20 to 50 years, these estimates may
change substantially due to, among other things: (i) changes in regulations; (ii) changes and advancement in technology;
(iii) changes in costs and cost structure; and (iv) adjustments to the termination time of a project.

For summaries and descriptions of the risk factors and uncertainties affecting the Corporation’s reserves data, please see
“Risk Factors”.

Future Development Costs

Future development costs and capital requirements are presented in the following table for the proved and proved plus
probable undeveloped reserves.

Corporation’s Annual Capital Expenditures
Forecast Prices and Costs as of December 31, 2016

(M9)
Year Total Proved Total Proved Plus Probable
2017 12,475 13,162
2018 137,107 114,990
2019 10,917 248,395
2020 62,878 306,847
2021 20,956 151,985
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Year Total Proved Total Proved Plus Probable

2022 104,706 69,418
2023 40,281 125,277
2024 58,805 85,396
2025 84,000 107,918
2026 29,899 123,165
2027 101,595 146,331
2028 49,675 99,595
Total For Remaining Years 1,078,568 4,119,137

The Corporation will require additional funding in the form of debt equity, joint venture arrangements and other structures
to fund the development of its significant asset base. Once sufficient funding has been obtained, the Corporation intends
to develop its projects in phases and expects that cash flows from the successfully developed early projects will help to
finance later projects. Management believes that it is reasonable to assume the availability of external financing in the
future, which financing could include one or more of: debt financing; asset dispositions; joint ventures; and equity
financing. There can be no guarantee, however, that sufficient funds will be available or will be available on a timely basis,
or that the Corporation will allocate funding to develop all of its reserves. Failure to develop its reserves would have a
negative impact on the Corporation’s net revenue. The interest or other costs of external financing are not included in future
net revenue estimates and would reduce future net revenue depending upon the financing sources utilized.

Other Oil and Gas Information

Information concerning the Corporation’s important properties is set forth under the heading “Description of the Business
— Development of Our Assets” in this AIF.

Oil and Gas Wells
As at December 31, 2016, there were no wells producing conventional heavy oil at Muskwa. Renergy, as operator,
suspended production operations in December 2014 based on project economics and future long term planning. As at

December 31, 2016, the Corporation has a 50% working interest in 39 non-producing wells. The first thermal single well
pilot project application was submitted in July 2014, and approved on January 26, 2015.

Properties with No Attributed Reserves

The following tables summarize Sunshine’s undeveloped land holdings (in acres) as at December 31, 2016.

Property Gross Net Net Acres Expiring Within One Year
Goffer 23,040 23,040 0
Portage 186,240 186,240 0
Thickwood 9,968 9,968 0
West Ells 20,261 20,261 0
Legend Lake 19,906 19,906 0
Opportunity 142,720 142,720 0
Harper 248,400 248,400 0
Saleski 8,000 8,000 0
East Long Lake 8,440 8,440 0
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Notes:

(1) The above table includes all properties except Muskwa, Godin and South Thickwood.
(2) The above table includes clastic and carbonate formations except as laid out below.
(3) The above table excludes the regulatory approved sections for West Ells, Thickwood and Legend Lake, which have been assigned reserves.

The Corporation's business model focuses on development our SAGD projects which results in capital allocated to the development of our properties
with no attributed reserves. Our decision to develop our properties with no attributed reserves can be affected significantly by fluctuations in product
pricing, capital expenditures, operating costs and royalty regimes, all of which are beyond our control. There are no unusually significant abandonment
and reclamation costs with our properties with no attributed reserves. See "Significant Factors and Uncertainties Affecting Reserves Data —
Abandonment and Reclamation Costs" and "Risk Factors"

Muskwa and
Godin Carbonates Gross Net Net Acres Expiring Within One Year
Muskwa 232,528 232,528 0
Godin 21,760 21,760 0

Note:

(1) This table includes interests in Muskwa and Godin carbonate formations only and the numbers it contains are not additive with the numbers in
the Muskwa and Godin Clastics table below.

Muskwa and
Godin Clastics Gross Net Net Acres Expiring Within One Year
Muskwa 232,528 116,264 0
Godin 21,760 10,880 0

Notes:

(1) This table includes interests in Muskwa and Godin clastic formations only and the numbers it contains are not additive with the numbers in the
Muskwa and Godin Carbonates table above.
(2) Sunshine has a 50% working interest in Muskwa and Godin clastic formations.

Property Gross Net Net Acres Expiring Within One Year
South
Thickwood 6,400 6,400 0

Note:

(1) This table includes all oil sands below top Viking to base Woodbend excluding oil sands in the Wabiskaw formation and the numbers it contains
are not additive with the numbers in the South Thickwood Oil Sands in Wabiskaw table below.

Property Gross Net Net Acres Expiring Within One Year
South
Thickwood 6,400 4,480 0

Notes:

(1) This table includes interests in the Wabiskaw formation only and the numbers it contains are not additive with the numbers in the South
Thickwood Oil Sands Below Top Viking to Base Woodbend Excluding Oil Sands in Wabiskaw table above.

(2) Sunshine has a 50% working interest in the Wabiskaw formation in six sections of South Thickwood and a 100% interest in the Wabiskaw
formation in four sections of South Thickwood.

For a description of significant factors or uncertainties relevant to properties with no attributed reserves, please see
“Significant Factors or Uncertainties Affecting Resources Data” below.
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Tax Horizon
Based on estimated 2017 cash flow and expenditures, the Corporation does not expect to be cash taxable until at least 2026.
Costs Incurred

The following table summarizes the costs incurred by the Corporation in respect of its properties for the year ended
December 31, 2016:

Property Acquisition Costs (M$)

Proved Properties Unproved Properties  Exploration Costs (M$) Development Costs (M$)
0 0 1.3 36.0

Exploration and Development Activities

The Corporation completed no exploratory or development wells during the year ended December 31, 2016. As Sunshine’s
activities were focused on achieving production at West Ells, work supported the initial phases of production.

Production Estimates
The following table sets out the volumes of the Corporation working interest production estimated for the year ending

December 31, 2016 which is reflecting in the estimate of future net revenue disclosed in the forecast price tables contained
herein.

Summary of First Year Production and Oil Reserves for 2016

Bitumen (1) Oil Equivalent
Reserves Category Asset Gross Net Gross Net
bbl/d bbl/d bbl/d bbl/d
Proved
West Ells 2,262 2,188 2,262 2,188
Other Properties 0 0 0 0
Total Proved 2,262 2,188 2,262 2,188
Probable
West Ells 1,003 970 1,003 970
Other Properties 0 0 0 0
Total Probable 1,003 970 1,003 970
Proved Plus Probable
West Ells 3,265 3,159 3,265 3,159
Other Properties 0 0 0 0
Total Proved Plus Probable 3,265 3,159 3,265 3,159

Note: (1) The Corporation has only Bitumen Reserves
Production History

Our West Ells 5,000 bbl/d Phase 1 commercial project has been on production in 2016. The project went through start up
of facility phase, warm up of wells through steam circulation and currently in early production phase. The Corporation
capitalized all the petroleum revenue, royalties, diluent costs, transportation costs and operating expenses under IFRS.
Total production for the year ending December 31, 2016 was 487 bbl/d.
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Three month Three month Three month Three month

ended March 31, ended June 30, ended September  ended December
2016 2016 30, 2016 31, 2016
Total Production (m3) 38 336 1,756 7,124
Total Production (bbls) 240 2,112 11,053 44,832
bbls/day 3 23 120 487
Total Revenues 7,963.00 81,056.00 375,498.00 1,738,877.00
($/bbl) 33.13 38.37 33.97 38.79

Our Muskwa property began producing in September 2010. As at the date of this AIF, we have not recognised any revenue
from this property. In December 2014, Muskwa cold production wells were suspended based on project economics and
future long term planning. Once the Muskwa property has been determined to meet the appropriate criteria for technical
feasibility and commercial viability, revenues from the production and sales of crude oil will be recognised.

RISK FACTORS

An investment in the securities of the Corporation is subject to certain risks. These can be categorized into (i) risks relating
to the business of Sunshine, (ii) risks relating to the oil sands industry; (iii) risks relating to Alberta and Canada; and
(iv) risks relating to our Shares. Investors should carefully consider the various risk factors associated with the business
and operations of the Corporation.

Risks Relating to Our Business

We may be unable to continue to generate sufficient cash to service all of our indebtedness, including the Notes, and
may be forced to take other actions to satisfy our obligations under such indebtedness, which may not be successful.

Our ability to make scheduled payments on or refinance our debt obligations, including the Notes, depends on our financial
condition and operating performance, which are subject to prevailing economic and competitive conditions and to certain
financial, business, legislative, regulatory and other factors beyond our control. We deposited into escrow funds sufficient
to pay the first 18 months of interest on the Notes. Since then we have been unable to generate a level of cash flows from
operating activities sufficient to permit us to pay the principal, premium, and interest on our indebtedness, including the
Notes and pursuant to the Forbearance Agreement.

If our cash flows and capital resources remain insufficient to fund our debt service obligations, we could face substantial
liquidity problems and could be forced to reduce or delay investments and capital expenditures or to dispose of material
assets or operations, seek additional debt or equity capital or restructure or refinance our indebtedness, including the Notes.
We may not be able to effect any such alternative measures, if necessary, on commercially reasonable terms or at all and,
even if successful, those alternatives may not allow us to meet our scheduled debt service obligations. The Indenture
restricts our ability to dispose of assets and use the proceeds from those dispositions and may also restrict our ability to
raise debt or equity capital to be used to repay other indebtedness when it becomes due. We may not be able to consummate
those dispositions or to obtain proceeds in an amount sufficient to meet any debt service obligations then due.

Our inability to generate sufficient cash flows to satisfy our debt obligations or to refinance our indebtedness on

commercially reasonable terms or at all, would materially and adversely affect our financial position and results of
operations and our ability to satisfy our obligations under the Notes and the Forbearance Agreement.
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If we are unable to meet the conditions of the Forbearance Agreement, we will be in default and holders of the Notes could
declare all outstanding principal and interest to be due and payable, causing a cross-acceleration or cross-default under our
other debt agreements, if any, and we could be forced into bankruptcy, liquidation or restructuring proceedings.

The Corporation’s operating performance, capital requirements and ability to raise capital cast doubt on its ability to
continue to operate as a going concern

The Corporation has one producing property, West Ells which has been generating revenue.There is no assurance that any
of the Corporation’s other properties will commence economic production, generate earnings, operate profitably or provide
a return on investment in the future.

While the Corporation’s consolidated financial statements for the years ended December 31, 2016 and 2015 have been
prepared on a going concern basis, which contemplates the Corporation’s continued operation for the foreseeable future
and the Corporation’s ability to realize assets and discharge liabilities and commitments in the normal course of business,
adverse events could cast significant doubt upon the validity of this assumption and hence the appropriateness of the use
of accounting principles applicable to a going concern.

If the Corporation is unable to successfully finance its current and future properties and projects, it may not be able to
realize its assets and discharge its liabilities in the normal course of operations and could eventually result in, among other
things, the default of the Corporation under the Indenture.

As at December 31, 2016, the consolidated financial statements have been prepared on a going concern basis. The going
concern basis of presentation assumes that Sunshine will continue in operation for the foreseeable future and will be able
to realize its assets and discharge its liabilities and commitments in the normal course of business. For the year ended
December 31, 2016, Sunshine reported a net loss of $73.3 million. At December 31, 2016, Sunshine had negative working
capital of $319.3 million and an accumulated deficit of $707.1 million. Sunshine’s ability to continue as a going concern
is dependent on completion of the West Ells development, achieving profitable operations and the ability to access
additional financing. As such there is significant doubt and there can be no assurance Sunshine will be able to continue as
a going concern.

The Corporation will require further financing in order to proceed with its development projects and its ongoing corporate
and administrative activities. To address its financing requirements, it will continue to seek financing through further debt
and equity financing transactions and joint venture agreements as well as potential asset sales, to the extent permitted by
the Indenture. The Corporation is also working to identify a range of financing sources available to it, with a view to
preserving and maximizing shareholder value. This could result in a private or public financing through the issuance of
debt, equity or a combination of both, a sale of a material portion of the Corporation's assets, a merger, business
combination or a corporate reorganization, among other alternatives. The Corporation’s operating losses, negative
operating cash flows and uncertainty regarding its ability to obtain financing in a timely manner raise doubt as to the
Corporation’s ability to continue as a going concern. If the going concern assumption is not appropriate, adjustments may
be necessary to the carrying amounts and classification of the Corporation’s assets and liabilities. The consolidated
financial statements do not include any adjustments that may result if the Corporation is unable to continue as a going
concern, and, such adjustments could be material.
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Sunshine has practically completed the construction of the first phase 5,000 barrels/day West Ells SAGD Project. All 8
well pairs are in early production stages since Q4 of 2015. When the project has proved the productivity of the reservoir,
the Corporation may continue the remaining construction of phase two which adds additional 5,000 barrels/day of
production to the project. The Corporation’s current funds alone may not be sufficient to fund the completion of phase two
at our West Ells asset. In such a case, the Corporation would need to rely on additional equity or debt financing or other
sources of capital to obtain the funds necessary for the completion of phase two at West Ells. There can be no assurance
that additional financing will be available, or available under terms favorable to the Corporation. Failure to obtain such
financing on a timely basis could cause the Corporation to delay or suspend the construction and development at West Ells.

Volatility in commodity prices

The Corporation’s results of operations and financial condition are dependent on the prevailing prices of crude oil and
bitumen. Crude oil and bitumen prices have fluctuated widely in the recent past and are subject to fluctuations in response
to relatively minor changes in supply, demand, market uncertainty and other factors that are beyond Sunshine’s control.
Crude oil and bitumen prices are impacted by a number of factors including, but not limited to: the global supply of and
demand for crude oil; global economic conditions; government regulation; political stability; the ability to transport crude
to markets; the availability and prices of alternate fuel sources; and weather conditions. All of these factors are beyond
Sunshine’s control and can result in a high degree of price volatility.

Fluctuations in the price of commodities and associated price differentials may impact the value of Sunshine’s assets,
Sunshine’s ability to maintain its business and to fund growth projects. Prolonged periods of commodity price depression
and volatility may also negatively impact Sunshine’s ability to meet all of its financial obligations as they come due. Any
substantial and extended decline in the price of oil and bitumen would have an adverse effect on the Corporation’s carrying
value of its reserves, borrowing capacity, future revenues and profitability and may have a material adverse effect on the
Corporation’s business, financial condition, results of operations, prospects and the level of expenditures for the
development of bitumen reserves, including delay or cancellation of existing or future drilling or development programs.

The development of current projects requires capital investment that may be difficult to raise or may be raised under
unfavourable terms.

The Corporation currently has limited capital and no positive cash flow from operations and therefore will require
significant capital investment in order to carry out its planned development activities. There can be no assurance that
additional financing will be available, or available under terms favorable to the Corporation. Failure to obtain such
financing on a timely basis could cause the Corporation to have limited ability to expend the capital necessary to continue
development of the West Ells project and beyond. There can be no assurance that debt or equity financing or cash generated
by operations will be available or sufficient to meet these requirements or for other corporate purposes or, if debt or equity
financing is available, that it will be on terms acceptable to the Corporation. Moreover, future activities may require the
Corporation to alter its capitalization significantly. Financing by issuing additional securities of the Corporation may result
in a change of control of the Corporation dilution to the Corporation’s current holders of Common Shares, or both.

Projects currently in development may not be completed within expected time frames, within budget, or at all.

Even if we obtain sufficient funding for our current projects, they are currently in early development stages. The
advancement and completion of our projects or the commencement of production and commercial sales from our projects
could be delayed or experience interruptions or increased costs or may not be completed at all due to a number of factors,
including:

o inability to raise capital;

e delays in obtaining or an inability to obtain, or conditions imposed by, regulatory approvals;

o disruption in the supply of energy and diluent;

e non-performance by third party contractors;

e inability to attract sufficient numbers of qualified workers;
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o labour disputes or disruptions or declines in labour productivity;

o unfavourable weather conditions restricting access to project sites or resulting in road bans that restrict or prohibit
road usage;

e contractor or operator errors;

e design errors;

o availability of infrastructure and pipeline capacity;

e increases in materials or labour costs;

e catastrophic events such as fires, storms or explosions;

o the breakdown or failure of equipment or processes;

e construction, procurement and/or performance falling below expected levels of output or efficiency;
e changes in project scope;

e violation of permit requirements;

o the pace of progress with respect to developing extraction technologies; and

o the existence of environmental sensitivities such as endangered species or other at-risk or threatened wildlife within
the project area.

Given the stage of development of our projects, various changes to the applicable designs and concepts may be made prior
to their completion, which could increase costs or delay project completion. We intend to grow our business in stages, and
the potential production capacity targets for our clastics and conventional heavy oil are approximately 170,000 bbl/d. We
plan to develop our three primary clastics areas initially, and eventually, as the recovery technologies continue to evolve,
our carbonate assets. However, we cannot assure you that our growth will proceed in the stages we expect due to the
factors mentioned above or others that we are not able to foresee.

Historically, some oil sands projects have experienced capital cost increases and overruns due to a variety of factors. While
we have a schedule for developing our projects, including obtaining regulatory approvals and commencing and completing
the construction of our projects, we cannot assure you that our expected timetables will be met without delays, or at all.
Any delays may increase the costs of our projects, requiring additional capital, and we cannot assure you that such capital
will be available in a timely and cost-effective fashion.

The development of projects requires significant and continuous capital investment that may be difficult to raise or may
be raised under unfavourable terms.

In general, the development of oil sands projects requires a significant amount of capital investment that occurs over several
years before commencing commercial operations. As a result, our projected capital expenditures required for continuing
development of commercial operations of the West Ells project and beyond are significantly greater than currently available
working capital. We currently do not have the capital or committed financing necessary to complete all of our planned
future development phases and therefore will need to rely on additional equity or debt financing or other sources of capital
to obtain the funds necessary for our future development activities. Capital and operating cost inflation risks subject us to
potential erosion of profitability. In addition, any construction or development delays at the projects could increase the
capital expenditure required to develop the projects. If we face difficulty in raising sufficient capital or raise capital under
unfavourable terms in order to meet our working capital requirements, our business, results of operations, financial position
and growth prospects could be materially and adversely affected.

Restrictive covenants in the Indenture and agreements governing future indebtedness may restrict our ability to pursue
our business strategies.

The Indenture contains covenants that limit our ability and the ability of our restricted subsidiary to, among other things:

o transfer or sell assets including capital stock of restricted subsidiaries or use asset sale proceeds;
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e pay dividends or make distributions, redeem subordinated debt or make other restricted payments;
e make loans and certain investments;

e incur or guarantee additional debt or issue preferred equity securities and certain disqualified stock;
e create or incur certain liens on our assets;

e incur dividend or other payment restrictions affecting our restricted subsidiaries;

e merge, amalgamate, consolidate, sell or otherwise dispose of all or substantially all of our assets;

e enter into certain transactions with affiliates;

e until we reach certain production levels, make capital expenditures or investments except for capital expenditures
or investments in our West Ells asset;

e establish or permit to exist, or permit any of our restricted subsidiaries to establish or permit to exist, any ‘defined
benefit plan’; and

e designate any of our subsidiaries as unrestricted subsidiaries.

The restrictions contained in the Indenture and instruments governing any future indebtedness could also limit our ability
to plan for or react to market conditions, meet capital needs or make acquisitions or otherwise restrict our activities or
business plans.

The level of profitability expected may not be achieved.

The profitability of oil sands operations is dependent upon many factors beyond our control. As with any oil sands projects,
we cannot assure you that bitumen will be produced pursuant to our Qil Sands Leases. In addition, the marketability of
the bitumen produced from our projects will be affected by numerous factors beyond our control. These factors include
fluctuations in market prices, the proximity, cost and capacity of pipelines and upgrading and processing facilities, the
development and condition of infrastructure necessary to carry out our operations, equipment availability and government
regulations (including regulations relating to prices, taxes, royalties, land tenure, allowable production, importing and
exporting of oil and gas and environmental protection). These factors could materially affect our financial performance
and result in our not receiving an adequate return on invested capital.

In the event that our projects are developed and become operational, we cannot assure you that these projects will produce
or transport bitumen or bitumen blends in quantities or at the costs anticipated, or that they will not cease production
entirely in certain circumstances. Reservoir quality or equipment failures and design flaws could increase the costs of
extracting bitumen at our projects. The costs of producing and transporting bitumen blends from oil sands may increase
so as to render recovery of bitumen resources from our projects uneconomical. We cannot assure you that an adequate
supply of natural gas and electricity will be available as fuel sources to support production operations at prices which would
make our projects economically feasible.

Our estimates of operating costs have been based on current estimations for our projects. Actual operating costs may differ
materially from such current estimates. Moreover, it is possible that other developments, such as increasingly strict
environmental and safety laws and regulations and enforcement policies could result in substantial costs and liabilities,
delays or an inability to complete our projects or the abandonment of our projects.

Our operations depend on infrastructure owned and operated by third parties and on services provided by third parties.

We depend on certain infrastructure owned and operated or to be constructed by others and on services provided by third
parties, including, without limitation, processing facilities, pipelines or rail lines for the transportation of products to the
market, natural gas, supply, diluents supply, disposal facilities, electrical grid transmission lines for the provision and/or
sale of electricity to us, engineering, equipment procurement and construction contracts, maintenance contracts for key
equipment, and contracts for various other services. The failure of any or all of these third parties to supply goods and,
services, or, in connection with our SAGD projects, to construct necessary infrastructure on a timely basis and on
acceptable commercial terms will negatively impact our operations and financial results.
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We initially plan on trucking diluent to, and dilbit from, our SAGD projects in the short term and are also investigating rail
and pipeline alternatives. The ability to deliver diluent to our SAGD projects and ship dilbit to markets is dependent on,
among other things, access to trucks and drivers, absence of unforeseen obstacles and accidents, weather and general road
conditions. Delays or the inability to deliver diluent to our SAGD projects or ship dilbit to market could have a negative
impact on our business, results of operations, financial position, growth prospects and cash flow.

Strategic alliances, partnerships and joint venture arrangements could present unforeseen integration obstacles or costs
and may not enhance the business.

We may pursue potential strategic alliances and partnerships in the areas of infrastructure development for our clastic
assets, as well as the development and application of new technologies to our carbonate resources and pursue joint venture
arrangements with other oil and gas companies to develop our core areas. These arrangements involve a number of risks
and present financial, managerial and operational challenges. We may not be able to realise any anticipated benefits or
achieve the synergies we expect from these arrangements and we may be exposed to additional liabilities of any acquired
business or joint venture. Any of these could materially and adversely affect our revenue and results of operations. In
addition, future acquisitions or joint ventures may involve the issuance of additional Shares of the Corporation, which may
dilute Sharecholders’ interests.

Attracting, retaining and training key personnel is required.

We rely on certain key members of our senior management team and employees who have experience in the oil sands
industry to manage our business and growth. The loss or departure of any of our key officers, employees or consultants
could negatively impact our business, results of operations, financial position and growth prospects.

Our projects will require experienced employees with particular areas of expertise. The number of persons skilled in the
development and operation of oil sands projects may be limited. We cannot assure you that all of the required employees
with the necessary expertise will be available. There are other oil sands projects in Alberta that are planned for completion
on timetables similar to those of our projects. Should those other projects or expansions proceed in the same timeframe as
our projects, we may need to compete for experienced employees and such competition may result in retention of an
insufficient number of skilled employees and increases to compensation paid to such employees.

In addition, our ability to recruit and train operating and maintenance personnel is a key factor for the success of our
business activities. Actual staffing needs may exceed our current projections. If we are not successful in recruiting, training
and retaining the personnel we require in sufficient numbers, our business, results of operations, financial position and
growth prospects could be materially and adversely affected.

Carbonate resources may not be successfully developed.

We intend to apply current and future technologies for development of our carbonate resources, predominantly at our
Harper, Muskwa and Portage project areas. The successful development of our carbonate reservoirs depends on, among
other things, the successful development and application of SAGD and CSS or other recovery processes to carbonate
reservoirs. Although the technology has been developed for application to non-carbonate reservoirs, there are no known
successful commercial projects that use SAGD or CSS to recover bitumen from carbonate formations and there exists a
large range in the expected recoverable volumes, the lower end of which may not be economically viable. The principal
risks associated with SAGD and CSS recovery in carbonate reservoirs are (i) the possibility of unexpected steam channeling
which would increase steam requirements resulting in increased costs and potentially reduced economically recoverable
bitumen volumes; (ii) potential mechanical operating problems due to production of fine sedimentary particles which could
cause wellbore plugging and reduced bitumen production rates and potential interruption of surface production operations;
and (iii) the ability to drain the bitumen and to scale results from tests and pilots to commercial scale.

=49 -



Development of carbonate reservoirs will involve significant financial and time investment and project payout is not
assured. Our ability to develop our bitumen resources that are located in carbonate reservoirs on a commercially viable
scale is contingent upon one or more of the following events occurring:

e using existing SAGD or CSS technology to successfully exploit carbonate reservoirs;
e adapting existing SAGD or CSS technology such that it can be successfully used to exploit carbonate reservoirs; or
e developing or acquiring new technology that can be used to successfully exploit carbonate reservoirs.

We cannot assure you that any of these events will occur. The development of such recovery processes will involve
significant capital expenditures and a significant lag time between capital expenditures and the commencement of
commercial sales. If a pilot project and/or the technology under development does not demonstrate potential commerciality
in carbonate reservoirs then our projects on these assets may not proceed and this may occur only after significant
expenditures have been incurred. Regardless, evaluators may re-evaluate these resources due to changes or reinterpretations
based on the COGE Handbook and processes for assessing uncertainty and risk.

There could be claims related to infringement of oil and gas development rights and litigation in the ordinary course of
business.

We are subject to the risk that a third party could claim that we have infringed such third party’s oil and gas development
rights. In addition, we could be involved in litigation in the ordinary course of business. Any claim, whether with or
without merit, could be time-consuming to evaluate, result in costly litigation and cause delays in our operations, which
could divert management’s attention and financial resources from our normal operations.

It is possible for the Crown to grant different mineral rights over a given parcel of land in separate geological horizons. It
is not uncommon for different parties to have different rights to specific geological horizons granted on different dates. As
aresult, different rights of different parties on the same parcel of land can result in conflicts due to their competing interests.
Where this occurs, the parties may work together to negotiate a compromise that maximizes recovery for all parties
involved. Where such a compromise is unattainable, the authority of one of a number of administrative bodies, such as the
AER or the Surface Rights Board, will be determinative while the ultimate result will be affected by the nature and
particular characteristics of the conflict. The ultimate result of such conflicts cannot therefore be predicted accurately in
advance and could include the temporary suspension of our ability to explore, develop and exploit our mineral rights.

Hedging arrangements are subject to risks.

The nature of our operations will result in exposure to fluctuations in currency and commaodity prices. We may use financial
instruments and physical delivery contracts to hedge our exposure to these risks. To the extent that we engage in hedging
activities, we will be exposed to credit related losses in the event of non-performance by counterparties to the physical or
financial instruments. Additionally, if product prices increase above those levels specified in any future commodity
hedging agreements we enter into, we would lose the full benefit of commodity price increases. If we enter into hedging
arrangements, we may suffer financial losses if we are unable to commence operations on schedule or are unable to produce
sufficient quantities of oil to fulfil our obligations. We may also hedge our exposure to the costs of inputs to our projects
such as natural gas. If the prices of these inputs fall below the levels specified in any future hedging agreements, we would
lose the full benefit of commodity price decreases.

Management’s estimates and assumptions could be inaccurate.

In preparing consolidated financial statements in conformity with IFRS, estimates and assumptions are used by
management in determining the reported amounts of assets and liabilities, revenues and expenses recognized during the
periods presented and disclosures of contingent assets and liabilities known to exist as of the date of such financial
statements. These estimates and assumptions must be made because certain information that is used in the preparation of
such financial statements is dependent on future events, cannot be calculated with a high degree of precision from data
available, or is not capable of being readily calculated based on generally accepted methodologies. In some cases, these
estimates are particularly difficult to determine and our management must exercise significant judgment. Estimates may
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be used in management’s assessment of items such as fair values, income taxes, stock based compensation and asset
retirement obligations. Actual results for all estimates could differ materially from the estimates and assumptions used by
the Corporation, which could have a material adverse effect on the Corporation’s business, results of operations, financial
position and growth prospects.

As we are selling our product, an inability to generate a sufficient number of customers could have a material adverse
effect on our business, financial condition, results of operations and ability to make payment on any outstanding
indebtedness.

The West Ells Phase 1 nameplate capacity is 5,000 bbl/d. With the operation and production of West Ells project, we will
continuously looking for customers to purchase the bitumen. An inability to generate a sufficient customer base could have
a material adverse effect on our business, financial condition and results of operations and ability to make payment on any
outstanding indebtedness, including the Notes.

There are potential conflicts of interest to which some of the directors and officers of the Corporation will be subject in
connection with our operations.

Some of the directors and officers of the Corporation are engaged and will continue to be engaged in the search of oil and
gas interests on their own behalf and on behalf of other companies and situations may arise where the directors and officers
will be in direct competition with us. From time to time, the Corporation may jointly participate in exploration and
development activities with one or more companies with which a director or officer of ours may be involved. Conflicts of
interest, if any, which arise will be subject to and be governed by procedures prescribed by the ABCA which require a
director or officer of a company who is a party to or is a director or an officer of or has a material interest in any person
who is a party to a material contract or proposed material contract with us to disclose his interest and to refrain from voting
on any matter in respect of such contract unless otherwise permitted under the ABCA. However, we cannot assure you that
such director or officer will comply with the requirements of the ABCA and any undisclosed conflict of interest might
have an adverse effect on the Corporation’s operations.

Risks Relating to the Alberta Oil Sands Industry
Revenue and results of operations are sensitive to changes in oil prices and general economic conditions.

Our revenue and results of operations are sensitive to movements in the market prices for crude oil and general economic
conditions. The prices that we receive for our conventional heavy oil bitumen and bitumen blend will depend on crude oil
prices. Crude oil prices have historically been subject to large fluctuations due to changes in the supply of, and demand
for, oil (and the market perception thereof), which in turn are affected by factors beyond our control. These factors include,
among other things, the condition of the Canadian, United States and global economies, actions taken by the Organisation
of Petroleum Exporting Countries (“OPEC”), governmental regulation, political stability in oil producing nations and
elsewhere and war or the threat of war in oil producing regions. Adverse changes in general economic and market
conditions could also negatively impact demand for crude oil, bitumen and bitumen blend, revenue, operating costs, results
of financing efforts, fluctuations in interest rates, market competition, labour market supplies, timing and extent of capital
expenditures or credit risk and counterparty risk.

Any significant reduction in oil prices would lower our selling prices, which could have a material and adverse effect on
our revenue and profitability. In addition, fluctuations in the current oil prices could render uneconomic the recovery and
sale of our bitumen resources. We cannot assure you that oil prices will be sustained at commercially acceptable levels
for oil sands developers. Further, we cannot anticipate the effects of the recent sharp decline in crude oil prices due to
rising supplies of crude oil combined with weak demand growth, and the general growing uncertainty surrounding the
energy industry as a whole. The longer crude oil prices remain at or below current levels, the greater the probability of a
material and adverse effect on our revenue, profitability and growth prospects.

Recent market events and conditions, including disruptions in the international credit markets and other financial systems
and the American and European sovereign debt levels, have caused significant volatility in commodity prices. These
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events and conditions have caused a decrease in confidence in the broader United States and global credit and financial
markets and have created a climate of greater volatility, less liquidity, widening of credit spreads, a lack of price
transparency, increased credit losses and tighter credit conditions. Notwithstanding various actions by governments,
concerns about the general condition of the capital markets, financial instruments, banks, investment banks, insurers and
other financial institutions caused the broader credit markets to further deteriorate and stock markets to decline
substantially. These factors have negatively impacted company valuations and are likely to continue to impact the
performance of the global economy going forward. Worldwide crude oil commodity prices are expected to remain volatile
in the near future as a result of global excess supply, recent actions taken by OPEC, and ongoing global credit and liquidity
concerns. This volatility may affect the Corporation's ability to obtain equity or debt financing on acceptable terms.

In addition, the market prices for conventional heavy oil and bitumen blends are lower than the established market indices
for light and medium grades of oil, due principally to diluent prices and the higher transportation and refining costs
associated with conventional heavy oil and bitumen blends. Future price differentials between heavier and lighter grades
of crude oil are subject to uncertainty and any increase in the price differentials could have an adverse effect on our
business, results of operations, financial position and growth prospects.

We conduct an assessment of the carrying value of our assets to the extent required by IFRS. If crude oil prices decline,
the carrying value of our assets could be subject to downward revision, and our earnings could be adversely affected.

In the future, we may enter into hedging arrangements in order to reduce the impact of crude oil price fluctuations. For a
discussion of the risks associated with those arrangements please refer to the section titled “Risks Relating to Our
Business - Hedging Arrangements Are Subject to Risks” above.

A lack of, or impediment to constructing, sufficient pipeline, shipping or refining capacity could adversely affect our
business, results of operations, financial position and growth prospects.

The primary market for Canadian-sourced oil has traditionally been the United States. Through proposed pipelines and
shipping terminals, Canadian-sourced oil from Alberta could be transported to Asian markets when destination terminals
are constructed along the west coast of Canada and when transportation proposals connecting the Athabasca region to west
coast terminals are implemented. Currently there are a number of planned projects which could potentially increase the
pipeline, shipping and refining capacity for bitumen and conventional heavy oil sourced from Alberta. However, we cannot
assure you that these projects will increase pipeline, shipping or refining capacity at a rate which would be sufficient to
match the demand for such capacity. If there is a shortage of pipeline, shipping and refining capacity for heavy
conventional oil and bitumen, our business, results of operations, financial position and growth prospects could be
materially and adversely affected.

Bitumen in-situ recovery processes are subject to uncertainties.

The recovery of bitumen using in-situ processes such as SAGD or CSS is subject to uncertainty. Although several
companies have utilized these processes to recover bitumen, we cannot assure you that our projects will achieve the same
or similar results, or that any of our projects will produce bitumen at expected levels, on schedule or at all.

The quality and performance of the reservoir can also impact the timing, cost and levels of production using this technology.
In-situ exploration and production operations are also subject to risks such as encountering unexpected formations or
pressures and invasion of water into producing formations. With additional data and knowledge of a reservoir, we may
realise that the reservoir does not show the same level of porosity and permeability as shown from the previous data set.
Moreover, the actual production performance, including recovery rate and SOR, may not meet what has been predicted.
In that case, the production plan may be changed or adjusted significantly.

The performance of SAGD or CSS facilities may differ from our expectations. The variances from expectations may
include, without limitation:

o the ability to operate at the expected level of production;
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o the reliability or availability of the SAGD and CSS facilities; and
o the amount of steam required to produce bitumen resources.

If the SAGD or CSS facilities do not perform to our expectations or as required by regulatory approvals, we may be
required to invest additional capital to correct deficiencies or we may not be able to meet our expected level of production.
If these expectations are not met, our revenue, cash flow, reserves and resource evaluations, and relationships with
customers could be materially and adversely affected.

Our profitability could be materially and adversely affected by increases in natural gas prices.

Our profitability could be materially and adversely affected by increases in natural gas prices. We utilize natural gas to
produce steam and natural gas condensate as a diluent to reduce the viscosity of our bitumen resources. Natural gas prices
have been subject to significant fluctuations due to changes in supply and demand. Factors which affect natural gas prices
include, among other things, weather conditions in the United States and Canada, pipeline capacity and oil prices. We
currently do not plan to enter into long term contracts for the purchase of natural gas or hedging arrangements related to
movements in natural gas prices. If natural gas prices increase, our profitability could be materially and adversely affected.

Public perception of Canada’s oil sands may have an impact on our operations and business.

Development of Canada’s oil sands has received significant attention in political, media and activist commentary on the
subject of pipeline transportation, climate change, GHG emissions, water usage, impact on aboriginal communities and
environmental damages. Public concerns regarding such issues may directly or indirectly have a negative impact on our
profitability by: (i) creating significant regulatory uncertainty that could challenge the economic modeling of future
projects and potentially delay sanctioning; (ii) resulting in additional environmental and emissions regulation by
governmental authorities, which could result in changes to our operating requirements, thereby potentially increasing the
cost of operation and reclamation and abandonment; (iii) resulting in legislation or policy that limits the purchase of crude
oil produced from Canada’s oil sands by governments or other consumers, which in turn, may limit the market for our
dilbit and reduce its price; and (iv) resulting in proposed pipelines not being able to receive the necessary permits and
approvals, which, in turn may limit the market for our dilbit and reduce its price.

The Canadian oil sands industry could experience disruptions due to unfavourable or seasonal weather conditions.

The level of activity in the Canadian oil sands industry is influenced by seasonal weather patterns and could be affected by
unfavourable weather conditions. Wet weather and spring thaw may make the ground unstable. Consequently,
municipalities and provincial transportation departments enforce road bans that restrict the movement of rigs and other
heavy equipment, thereby reducing activity levels. Also, certain oil producing and exploration areas (including many of
the areas in which we operate) are located in regions that are inaccessible other than during the winter months because the
ground surrounding the sites consists of swampy terrain. Seasonal factors and unexpected weather patterns may lead to
declines in development and production activities.

Drilling and other equipment for exploration and development activities may not be available when needed.

Oil exploration and development activities depend on the availability of drilling and related equipment in the areas where
such activities will be conducted. If the demand for this equipment exceeds the supply at any given time, or if the equipment
is subject to access restrictions, our exploration and development activities could be delayed. We cannot assure you that
sufficient drilling and other necessary equipment will be available as needed by us. Shortages could delay our proposed
exploration, development and sales activities, and could have a material adverse effect on the business, results of our
operations, financial position and growth prospects.

Access to diluent supplies at favourable prices may be limited.

Bitumen is characterised by low API gravity or weight and high viscosity or resistance to flow. We plan on using
condensate as a diluent to facilitate the processing and transportation of bitumen. A shortfall in the supply of diluent may
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cause its cost to increase or require alternative diluent supplies to be purchased, thereby increasing the cost to transport
bitumen to market and correspondingly increasing our operating cost and adversely impacting our overall profitability.

Major infrastructure projects such as trans-continental pipelines to transport oil from Alberta to the United States require
regulatory and government approvals from both the Canadian and US governments. If proposed pipeline construction
projects are rejected by either government or if there are other technical or regulatory obstacles associated with the
construction of the pipelines, new pipelines may not be constructed and our ability to transport oil using such pipelines
would be negatively impacted. Similarly, any rejection by governments or regulatory bodies of proposals to build new
shipping and refining capacity for heavy conventional oil and bitumen may also materially and adversely affect our
business, results of operations, financial position and growth prospects.

Oil sands exploration and development is subject to operational risks and hazards.

The operation of our projects is subject to risks and hazards relating to recovering, transporting and processing
hydrocarbons, such as fires, explosions, gas leaks, migration of harmful substances, blowouts and spills. The occurrence
of any of these incidents might result in the loss of equipment or life, as well as injury or property damage. Our projects
could be interrupted by natural disasters or other events beyond our control. Losses and liabilities arising from uninsured
or under-insured events could have a material adverse effect on our projects and on our business, results of operations,
financial position and growth prospects.

Our projects are expected to process large volumes of hydrocarbons at high pressure and at high temperatures in equipment
with defined tolerances which will handle large volumes of high pressure steam. Equipment failures could result in damage
to our facilities and liability to third parties against which we may not be able to fully insure or may elect not to insure due
to high premium costs or for other reasons.

We expect that we will initially use trucks to bring our bitumen to the market. Normal hazards associated with trucking
include collisions between vehicles and wildlife. We may also use rail or pipelines to transport dilbit to the market and
diluent to our projects. Normal hazards associated with transportation by rail include collisions with vehicles and wildlife
and rail line breaks. Normal hazards associated with transportation by pipeline include leakage and other potential
environmental issues. These hazards could potentially disrupt the transportation of our products and materials and could
materially and adversely affect our business, results of operations, financial position and growth prospects.

There are risks associated with reserves and resources definitions.
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