Westshore Terminals Income Fund

First Quarter Report
For the three months ended March 31, 2004

Dear Unitholders:

Westshore Terminals Income Fund (the “Fund”) derives its cash inflows from its investment in the subordinated
notes and common shares of Westshore Terminals Ltd. (“Westshore”). The earnings and distributable cash of the
Fund are wholly dependent on the results of Westshore. For purposes of securities regulatory requirements relating
to management’s discussion and analysis, the focus of this report is therefore on Westshore.

On February 28, 2003, the Fund acquired a 9.1% interest in the Fording Canadian Coal Trust (the “Fording
Trust”) at a cost of $150 million. By the end of 2003, the Fund had sold 3,360,714 of its 4,285,714 units of the
Fording Trust and by January 30, 2004 had sold the balance of its holdings. The proceeds from the sale of the
Fording Trust units were used to repay the $150 million debt incurred to buy the units and to pay the Fund’s
unitholders a total of $16.4 million representing the gain from the sale. Of this amount, $4.7 million was paid as
part of the Q4 2003 distribution and $11.7 million was paid as part of the Q1 2004 distribution.

As a result of the sale of the Fording Trust units, distributions by the Fund will again be entirely dependent on
the performance of Westshore. Westshore’s results are determined largely by the volume of coal shipped by its coal
mine customers for sale in the export market, the rate per tonne charged by Westshore and Westshore’s costs. Since
2000, the interest rate on Westshore’s subordinated notes held by the Fund has been computed as 85% of
Westshore’s EBITDA, subject to a floor and a ceiling. The directors of Westshore and trustees of the Fund have
established that in the future, Westshore should distribute an additional 5% of its EBITDA, with the intent that the
Fund’s distributions will be based on 90% of Westshore’s EBITDA.

Westshore Terminals Income Fund
— Management Discussion and Analysis
of Results of Operations

This management’s discussion and analysis for the Fund and the operational review for Westshore refer to
certain measures other than those prescribed by Generally Accepted Accounting Principles (“GAAP”). These
measures do not have standardized meanings and may not be comparable to similar measures presented by other
trusts or corporations. They are however determined by reference to the Fund’s financial statements. These non-
GAAP measures are discussed because the Fund believes they provide investors with valuable information in
understanding the results of the Fund’s and Westshore’s operations and financial position. The date of this
management’s discussion and analysis and results of operations is May 14, 2004.

The following table sets out selected financial information for the Fund for the quarter ended March 31, 2004,
including the reconciliation of the Fund’s distributable cash to net earnings. Distributable cash refers to the net cash
received by the Fund that is available for distribution to the Fund’s unitholders. As at March 31, 2004, the Fund
had 70,381,111 issued and outstanding trust units.




’/A Westshore Terminals Income Fund

Three Months Ended

(In thousands of dollars except per unit amonnts) March 31, 2004
Income
Interest $ 8,470
Equity in (loss) earnings of Westshore (919)
Amortization of purchase price discrepancy (2,021)
5,530
Expenses
Interest 1,202
Administration 557
1,759
Earnings before gain on sale of Fording Canadian Coal Trust units 3,771
Gain on sale of Fording Canadian Coal Trust units 11,986
Net earnings for the period 15,757
Add:
Equity in loss (earnings) of Westshore 919
Amortization of purchase price discrepancy 2,021
Gain on sale of Fording Canadian Coal Trust units (11,986)
Proceeds on sale of Fording Canadian Coal Trust units 41,234
Repayment of long-term debt (29,374)
Distributable cash 18,571
Distributions declared 21,115
Distributions declared per Unit $ 0.300
Net earnings per Unit $ 0.224

Liquidity and Capital Resources

During the quarter ended March 31, 2004, the Fund’s operating cash inflows were based on the interest income
on the Notes. The interest on the Notes is at a variable rate and fluctuates in proportion to Westshore’s earnings
before depreciation, interest, income taxes and extraordinary gain.

The Fund is obliged to distribute cash inflows to unitholders, less administrative costs of the Fund and amounts
required for the operation of the Fund and any amounts which may be paid in connection with any cash redemption
of units. The Fund has no fixed distribution requirements, distributions being solely a function of amounts received
by the Fund. Because the Fund’s investment in Westshore is of a passive nature, it is not anticipated that the Fund
will require significant capital resources to maintain its investment in Westshore on an ongoing basis.

With the retirement in January 2004 of the remaining debt incurred to fund the acquisition of the Fording Trust
units, the Fund has no long term debt, nor does the Fund have any capital or operating leases, purchase obligations
or other long term obligations. For a discussion of Westshore capital expenditures and its capital resources available
to fund such expenditures, see “Westshore Terminals Ltd. — Operational Review”.
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Fording Trust

On February 28, 2003, the formation of the Fording Trust was completed. Under this transaction, the Fund
invested $150 million and acquired a 9.1% interest in the Fording Trust. In addition, Westshore secured a long-term
handling contract, which expires February 29, 2012, covering the three mines previously owned by Fording Inc., the
contracts for two of the mines expired in 2002. The Elk Valley Coal Partnership (the “Coal Partnership”), which
was formed with the Fording Trust and in which the Fording Trust holds a 65% interest, now owns mines which in
2002 shipped 97% of Westshore’s throughput, and which in 2003 shipped 94% of Westshore’s throughput.

Currency Fluctuations

The completion of the Fording Trust transaction and the long-term handling contract covering the three former
Fording mines has increased the impact on the Fund’s financial results of the Canadian dollar price realized for coal
handled by Westshore. While Westshore is not a vendor of coal, in the past the Fund’s financial results were
indirectly affected by the Canadian dollar price realized, because that price affects the competitiveness of
Westshore’s customers in world markets.

As a result of Westshore’s arrangements with the Coal Partnership covering the former Fording mines and the
Elkview mine, the loading rate for a majority of the coal loaded by Westshore is now a function of the Canadian
dollar price realized by the Coal Partnership for that coal. Accordingly that portion of Westshore’s revenues will be
directly affected by changes in the US dollar denominated coal price achieved by the Coal Partnership and by the
US-Canadian dollar exchange rate. Based on expected volumes, the expected effects on the Fund’s distributable
cash caused by changes in Westshore’s coal loading revenues because of changes in the coal price or the Canadian
dollar are as follows: for every US$1.00 change in the US dollar denominated coal price, the Fund’s distributable
cash can be expected to increase or decrease, as the case may be, by $0.032 per unit on an annual basis; and for
every US$0.01 change in the value of the Canadian dollar, the Fund’s distributable cash can be expected to be
impacted by $0.021 per unit on an annual basis.

Quarterly Distributions

On April 15, 2004, the Fund distributed $21,114,701 ($0.300 per trust unit) in cash for the first quarter of 2004
to Unitholders of record on March 31, 2003 as compared with $14,428,128 ($0.205 per trust unit) in cash for the
first quarter of 2003. For unitholder income tax purposes, the distribution is comprised of income of approximately
$0.200 (66.6%) per trust unit and a non-taxable portion of approximately $0.100 (33.4%) per trust unit. These
amounts may vary when calculated for the year as a whole.

This distribution included a special one time, non-recurring distribution to the Fund’s unitholders of $0.167 per
trust unit. This special distribution represented the net proceeds realized from the sale of the Fording Trust units
over and above amounts applied to debt repayment and over and above the portion of the gain on sale of the
Fording units ($0.066 per trust unit) that was included in the Fund’s distribution in December 2003. Included in the
first quarter 2003 distribution was an amount of $0.065 ($4,574,772) derived from proceeds received from the
Fording Trust. As the Fund has sold all of its holdings of the Fording Trust, future distributions will be based
entirely on the performance of Westshore.

At the current time, the Fund anticipates distributions by the Fund for 2004 as a whole to be less than in 2003,
principally as a result of not having any future distributions from the Fording Trust.
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Westshore Terminals Ltd.
— Operational Review

In the first quarter of 2004, Westshore shipped 5.1 million tonnes of coal, compared with 4.3 million tonnes
shipped during the same period in 2003. In the first quarter of 2003, throughput at the terminal was reduced
because Berth 2 was inoperative due to a windstorm accident. Even though both berths were operative in the first
quarter of 2004 and throughput levels at the terminal in 2004 improved as a consequence, during January and
February 2004 throughput was impacted by a lack of coal inventory and lower than normal levels of rail deliveries
due to severe winter weather. Rail deliveries began to improve after mid February, and permitted loading of
2.1 million tonnes in March, which reduced the backlog of vessels waiting to be loaded that had developed over the
previous months. One factor that contributed to improved rail deliveries was the strike by CN Rail employees that
halted rail deliveries to Neptune Terminals, with the result that for a brief period all westbound coal shipped from
the Elk Valley was directed to Westshore.

In April 2004, Westshore’s operations were impacted for approximately one week as the Canadian Merchant
Service Guild Union (tugboat operators) went out on strike. During that week Westshore was unable to accept or
release coal ships to its berths. The result was that two ships, representing 230,000 tonnes of coal, were diverted to
Neptune. Based on information available to it, Westshore currently anticipates that total throughput for 2004 will
be higher than 2003 levels.

Coal loading revenue decreased to $23.4 million in the first quarter from $23.9 million in the first quarter of
2003. The decrease was due to lower average loading rates in the last quarter of the coal contract year April 1, 2003
— March 31, 2004. Westshore expects that the Canadian dollar coal price in the period April 1, 2004 — March 31,
2005 (the new coal year pricing) will be increased to approximately US$51 per tonne, although the higher price per
tonne will not be realized until some time in May 2004 because of some carry-over volumes from the previous coal
year. The higher price of coal is anticipated to be somewhat offset by the recent strength of the Canadian dollar.
However, the net result is anticipated to be an increase in the loading rates received by Westshore for coal from each
of the Fording River, Elkview and Greenhills mines over the rates received in the prior coal year for coal from those
mines.

Other revenue decreased from $2.4 million in the first quarter of 2003 to $1.6 million for the first three months
of 2004. In 2003, $2.0 million of business interruption insurance proceeds was included in other revenue as a result
of the windstorm accident referred to above, whereas no such proceeds were included for Q1 2004. A further
$1 million of business interruption insurance proceeds are anticipated to be included in the second quarter of 2004.
Other revenue for 2004 includes a gain of $1.3 million from limited currency hedging arrangements entered into by
Westshore.

Operating expenses increased from $11.9 million in the first quarter of 2003 to $14.2 million in the first quarter
of 2004. This increase relates principally to costs attributable to higher throughput levels, higher insurance costs and
the effect of the wage settlements under the collective agreements entered into in 2003. Administrative costs are
consistent with the prior year. As a result of the foregoing, Westshore’s earnings before depreciation, interest,
income taxes, and extraordinary gain for the three months ended March 31, 2004 were $9.5 million as compared to
$13.1 million for the same period in 2003.
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Liquidity and Capital Resources

Westshore has in place with a Canadian chartered bank a $10 million secured operating facility which, if required,
can be utilized to meet working capital requirements. This facility was not used during the first quarter and remained
undrawn at March 31, 2004. The computation of interest under the Notes effectively leaves Westshore with 15% of
earnings before depreciation, interest, income taxes and extraordinary gain to cover cash requirements not deducted
in the computation of earnings before depreciation, interest, income taxes and extraordinary gain, such as capital
expenditures and special pension contributions. In addition, on February 6, 2004 the Trustees and Westshore’s
Board of Directors approved an additional on-going payment of 5% of earnings before depreciation, interest,
income taxes and extraordinary gain. This additional payment will be made on a quarterly basis from Westshore to
the Fund by way of return of capital. In 2003, Westshore made extraordinary capital expenditures to rebuild the
shiploaders at Berth 2. These were covered by the proceeds of insurance (net of appropriate deductibles), most of
which Westshore received in 2003 and the balance is anticipated to be received in the second quarter of 2004,

Changes in Accounting Policies

Financial Instruments

Westshore uses forward exchange contracts to mitigate its exposure to fluctuations in foreign exchange rates.
Effective January 1, 2004, Westshore adopted Canadian Institute of Chartered Accountants (“CICA”) Accounting
Guideline 13, Hedging Relationships. This guideline addresses the identification, designation, documentation and
effectiveness of hedging relationships for purposes of applying hedge accounting. Under the new guideline, any
hedging transactions that do not qualify for hedge accounting must be marked-to-market at each period end with
any resulting gains or losses recorded in earnings.

Westshore’s forward exchange contract was marked-to-market at March 31, 2004 and resulted in an asset of
$317,000 being recorded in the balance sheet and an unrealized gain of $317,000 being recorded in the statement of
earnings for the first quarter of 2004,

Asset retirement obligations

Westshore has adopted CICA Handbook Section 3110, Asset Retirement Obligations. Under this accounting
recommendation, the fair value of a liability for an asset retirement obligation is recorded in the period in which it is
incurred assuming a credit-adjusted risk-free rate. In subsequent periods, an accretion expense is charged to
earnings to increase the liability due to the passage of time. The asset retirement cost is capitalized as part of the
related long-lived asset’s carrying amount and amortized over the asset’s useful life.

Westshore’s terminal site is leased from the Vancouver Port Authority (the “VPA”). The current lease runs until
February 28, 2012 and may be extended at Westshore’s option for a further 10 years. At the expiry of the lease in
2022, assuming the Company has not been successful in further extending the lease, the VPA has the option to
acquire the assets of the terminal at fair value or require the Company to return the site to its original condition.
Westshore’s management believes that the probability that the VPA will elect to enforce site restoration is negligible
and therefore no liability has been recorded as of March 31, 2004.
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Critical Accounting Estimates

In addition the Asset retirement obligations described above the other critical accounting estimates used in
determining the Fund’s financial result are as identified in the Fund’s Annual Report for 2003.

Forward-looking Statements

Certain statements in this First Quarter Report may be forward-looking in nature. These include references to
liquidity, capital resources, throughput at the terminal, earnings and distributable cash. Actual results may differ
materially from those expressed or implied in these forward-looking statements. The forward-looking statements
are based on assumptions that the Fund considered reasonable at the time they were prepared. These forward-
looking statements are subject to the risk factors disclosed in the Fund’s latest Annual Information Form and from
time to time in the Fund’s public filings.

Additional Information

Additional information relating to the Fund, including the Fund’s latest Annual Information Form, is available
on SEDAR at www.sedar.com.

On behalf of the Trustees,

s >

William W. Stinson
Chairman
May 14, 2004
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Statements of Earnings and Cumulative Earnings

(in thousands of dollars, except per unit amonnts) Three months ended
March 31
2004 2003
(Unaudited) (Unaudited)
INCOME
Interest $ 8,470 $ 9,743
Fording Canadian Coal Trust distributions - 1,114
Equity in (loss) earnings before extraordinary gain of Westshore Terminals Ltd. (919) 540
Amortization of purchase price discrepancy (2,021) (1,519)
5,530 9,878
EXPENSES
Interest expense 1,202 802
Administration costs 557 124
1,759 926
Earnings before gain on sale of Fording Canadian Coal Trust units and
extraordinary gain 3,771 8,952
Gain on sale of Fording Canadian Coal Trust units 11,986 -
Earnings before extraordinary gain 15,757 8,952
Extraordinary gain - 6,908
Net earnings for the period 15,757 15,860
Cumulative earnings - Beginning of petiod 208,774 151,494
Cumulative earnings - End of period 224,531 167,354
Earnings before extraordinary gain per trust unit $ 0.224 $ 0.127
Basic and diluted earnings per trust unit $ 0.224 $ 0.225
Weighted average number of trust units outstanding 70,381,111 70,381,111
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Statements of Cash Flows

(in thousands of dollars) Three months ended
March 31
2004 2003
(Unaudited) (Unaudited)
Cash flows from operating activities
Net earnings for the period $ 15,757 $ 15,860
Items not affecting cash
Equity in loss (earnings) before extraordinary gain of Westshore Terminals Ltd. 919 (540)
Amortization of purchase price discrepancy 2,021 1,519
Gain on sale of Fording Canadian Coal Trust units (11,986) -
Extraordinary gain - (6,908)
6,711 9,931
Change in non-cash working capital 1,007 (4,029)
7,718 5,902
Cash flows from financing activities
Proceeds from long-term debt - 150,000
Repayment of long-term debt (29,374) -
Distributions paid to unitholders (18,811) (10,979)
(48,185) 139,021
Cash flows from investing activities
Investment in Fording Canadian Coal Trust - (150,000)
Fording Canadian Coal Trust regular distributions in excess of Fund’s share of earnings - -
Fording Canadian Coal Trust special distributions - 3,171
Fording Canadian Coal Trust special receipt - 7,711
Proceeds on sale of Fording Canadian Coal Trust units 41,234 -
41,234 (139,118)
Increase in cash and cash equivalents 767 5,805
Cash and cash equivalents - Beginning of period 17,361 10,858
Cash and cash equivalents - End of period $ 18,128 $ 16,663

Supplemental cash flow information
Cash paid for interest 1,202 -

Cash received for interest $ 8,470 $ 9,743
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Balance Sheets
(in thousands of dollars)

March 31, December 31,
2004 2003
(Unaudited) (Audited)
ASSETS
Current assets
Cash and cash equivalents $ 18,128 $ 17,361
Accounts receivable 372 1,673
Other assets 13 52
18,513 19,086
Investment in Fording Canadian Coal Trust - 29,248
Investment in Westshore Terminals Ltd. 507,556 510,497
$ 526,069 $ 558,831
LIABILITIES & UNITHOLDERS’ EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 65 $ 399
Distribution payable to unitholders 21,115 18,811
21,180 19,210
Long-term debt - 29,374
21,180 48,584
Unitholders’ equity
Capital contributions 663,602 663,602
Cumulative earnings 224,531 208,774
Cumulative distributions declared (383,244) (362,129)
504,889 510,247
$ 526,069 $ 558,831

Notes to Financial Statements

These interim financial statements should be read in conjunction with the financial statements and notes included in the
Fund’s Annual Report for the year ended December 31, 2003. These interim financial statements have not been audited or
reviewed by external auditors.

Accounting Policies

These interim financial statements follow the same accounting policies and methods of computation as used in the 2003
financial statements.
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Statements of Earnings and Deficit

(in thousands of dollars) Three months ended
March 31
2004 2003
(Unaudited) (Unaudited)

REVENUE
Coal $ 23,382 $ 23,922
Other 1,561 2,357

24,943 26,279
EXPENSES
Operating 14,228 11,896
Administrative 1,196 1,259

15,424 13,155
Earnings before depreciation, interest, income taxes, and extraordinary gain 9,519 13,124
Depreciation 2,652 2,515
Interest expense 8,470 9,743
Earnings before income taxes and extraordinary gain (1,603) 866
(Recovery) provision for income taxes (684) 326
(Loss) earnings before extraordinary gain (919) 540
Extraordinary gain - 10,024
Net (loss) earnings for the period (919) 10,564
Deficit - beginning of period (559,582) (569,135)
Deficit - end of petiod $ (560,501) $ (558,571)

Statements of Cash Flows

(in thonsands of dollars) Three months ended
March 31
2004 2003
(Unaudited) (Unaudited)
Cash flows from operating activities
Net earnings for the period $ (919) $ 10,564
Items not affecting cash
Depreciation 2,652 2,515
Future income tax recovery (543) (466)
Extraordinary gain - (10,024)
Increase in deferred employee future benefits costs 108 (147)
1,298 2,442
Increase in non-cash working capital 568 (10,463)
1,866 (8,021)
Cash flows from investing activities
Additions to plant and equipment (126) (2,877)
Property damage insurance proceeds received — net of disposal costs - 5,000
Increase (decrease) in cash and cash equivalents 1,740 (5,898)
Cash and cash equivalents, Beginning of period 10,284 4,293
Cash and cash equivalents (Bank indebtedness), End of period $ 12,024 $ (1,605)
Supplemental cash flow information
Cash paid for interest 8,470 9,743
Cash received for interest 16 15
Income taxes paid 436 -

10



l/A Westshore Terminals Ltd.

Balance Sheets

(in thonsands of dollars) March 31, December 31,
2004 2003
(Unaudited) (Audited)
ASSETS
Current assets
Cash and cash equivalents $ 12,024 $ 10,284
Accounts receivable 12,251 11,867
Inventories 5,010 4,646
Prepaid expenses 1,959 2,727
Income taxes receivable 221 -
31,465 29,524
Plant and equipment
At cost 282,620 282,494
Accumulated depreciation (189,725) (187,073)
92,895 95,421
Employee future benefits 2,048 2,156
$ 126,408 $ 127,101
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 16,895 $ 15,771
Income taxes payable - 355
16,895 16,126
Notes payable 470,000 470,000
Future income taxes 22,050 22,593
508,945 508,719
SHAREHOLDER'S DEFICIENCY
Share capital 177,964 177,964
Deficit (560,501) (559,582)
(382,537) (381,618)
$ 126,408 $ 127,101

Notes to Financial Statements

These interim financial statements should be read in conjunction with the financial statements and notes included in the
Fund’s Annual Report for the year ended December 31, 2003. These interim financial statements have not been audited or
reviewed by external auditors.

Significant Accounting Policies

These interim financial statements have been prepared in accordance with Canadian generally accepted accounting
principles, using the same accounting policies as set out in Note 2 of the financial statements for the year ended
December 31, 2003, except as noted below.

11
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Changes in Accounting Policies
Financial Instruments

Westshore uses forward exchange contracts to mitigate its exposure to fluctuations in foreign exchange rates.
Effective January 1, 2004, Westshore adopted Canadian Institute of Chartered Accountants (“CICA”)
Accounting Guideline 13, Hedging Relationships. This guideline addresses the identification, designation,
documentation and effectiveness of hedging relationships for purposes of applying hedge accounting. Under the
new guideline, any hedging transactions that do not qualify for hedge accounting must be marked-to-market at
each period end with any resulting gains or losses recorded in earnings.

Westshore’s forward exchange contract was marked-to-market at March 31, 2004 and resulted in an asset of
$317,000 being recorded in the balance sheet and an unrealized gain of $317,000 being recorded in the statement
of earnings for the first quarter of 2004.

Asset retirement obligations

Westshore has adopted CICA Handbook Section 3110, Asset Retirement Obligations. Under this accounting
recommendation, the fair value of a liability for an asset retirement obligation is recorded in the period in which it
is incurred assuming a credit-adjusted risk-free rate. In subsequent periods, an accretion expense is charged to
earnings to increase the liability due to the passage of time. The asset retirement cost is capitalized as part of the
related long-lived asset’s carrying amount and amortized over the asset’s useful life.

Westshore’s terminal site is leased from the Vancouver Port Authority (the “VPA”). The current lease runs
until February 28, 2012 and may be extended at Westshore’s option for a further 10 years. At the expiry of the
lease in 2022, assuming the Company has not been successful in further extending the lease, the VPA has the
option to acquire the assets of the terminal at fair value or require the Company to return the site to its original
condition. Westshore management believes that the probability that the VPA will elect to enforce site restoration
is negligible and therefore no liability has been recorded as of March 31, 2004.

Corporate Office
Westshore Terminals Income Fund
1600 — 1055 West Hastings Street, Vancouver, British Columbia V6E 2H2
Telephone: 604.488.5295 Facsimile: 604.687.2601
www.westshore.com
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