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GRANDE CACHE COAL CORPORATION ANNOUNCES
THIRD QUARTER FISCAL 2008 FINANCIAL AND OPERATING R ESULTS

Calgary, Alberta, February 7, 2008— Grande Cache Coal Corporation (GCE-TSX) ("Gra@dehe Coal" or the
"Corporation") today announced its financial aneéming results for the three and nine months ermstEmber
31, 2007.

Third quarter sales volumes were 0.4 million tonnugsfrom 0.3 million tonnes in the comparable gerar
For the year to date, sales volumes were 1.2 mitbmnes, a 50% increase over sales volumes faatime
period last year. Grande Cache Coal continuesttoipaite that sales volumes for fiscal 2008 willibehe
range of 1.4 to 1.6 million tonnes.

The average cost of production during the quartas $50 per tonne, down from $62 per tonne in the
previous quarter and $63 per tonne in the thirdtguaf last year.

Revenue for the quarter was $37.7 million, a 31étease from the comparable period. The full bermgfit
higher sales volumes was reduced by a lower avefgeadian dollar sales price. Because the
Corporation’s contract sales prices are denominatdd.S. currency, the strengthening of the Caradia
dollar was detrimental to revenue and earningseXahange rate similar to last years third quaspplied

to the U.S. sales price and volumes in the cumaatter, would have generated an additional $61komi

in revenue.

Cost of sales in the quarter were $37.7 million5(&r tonne), versus to $26.4 million ($88 per ®rast
year.

The Corporation incurred a net loss during the tguasf $3.4 million, or $0.05 per share, compaced het
loss of $2.2 million, or $0.04 per share in the sgiariod last year. The primary reason for thelogt in

the current quarter was the unfavourable translatib U.S. revenue into Canadian revenue due to a
stronger Canadian dollar.

“We are pleased with the results achieved that wett@n our control, namely increased sales volurmed lower
costs” said Robert Stan, President and Chief Exec@fficer. “Although we cannot control currencychange
rates, we are making successful strides in redumimgosts and improving operating efficiencies.”

“We are very optimistic about the upcoming coalryeeontinued Mr. Stan. “We are currently in neggitbns for
fiscal 2009 coal prices and expect to achieve denable price increases due to the strong demarmlfoproduct.
With continued success on cost control measurepeottlictivity improvements, we anticipate profigbésults for
fiscal 2009.”

Grande Cache Coal anticipates sales volumes dbR2& million tonnes in fiscal 2009. The Corpovatis
maintaining its focus on expanding and diversifyitsgcustomer base and has completed negotiatighs w
CN for delivery of up to 0.5 million tonnes of mitagical coal per year to steel industry customarthe
Great Lakes area of Eastern North America.



Financing Activities:

- As announced on January 28, 2008, Grande Cachehasasigned a term sheet with Brookfield Bridge
Lending Fund Inc. ("Brookfield"), the company's &thig senior lender, for a $17.5 million three year
floating rate senior secured convertible debenftire "Convertible Debenture”) and a secured renglvi
credit facility for an amount up to $20.0 milliothé "Revolving Facility"), subject to a borrowinge
calculation. The proceeds from the Convertible Délee will be used to fully repay the company's
existing term facility with Brookfield and for gers corporate purposes. Proceeds from the Revolving
Facility will be used for general purposes. Closipfgthe financing is expected to occur on or about
February 15, 2008 and is subject to regulatory ayadr

Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals are managing a mine that producesllomgiical coal for the steel industry and holdsalcteases
covering over 22,000 hectares in the Smoky Rivealf@zdd located in west-central Alberta. Grandeckia Coal's
common shares are listed on the Toronto Stock Exgghander the trading symbol "GCE".



Grande Cache Coal Corporation
Management's Discussion & Analysis

Management’s Discussion & Analysis

This Management’s Discussion and Analysis ("MD&ARould be read in conjunction with the unauditeerim
consolidated financial statements for the periodeenDecember 31, 2007, and the audited consolidatedcial
statements, notes and related MD&A thereto of Gea@idche Coal Corporation ("Grande Cache Coal" er th
"Corporation") for the fiscal year ended March 2007. The consolidated financial statements haea Ipeepared

in accordance with Canadian generally acceptedusticw principles. This discussion provides managaa
analysis of the Corporation's historical finan@ald operating results and provides estimates ofCthporation's
future financial and operating performance basednhtormation currently available. Actual resultsliwiary from
estimates and the variances may be significantad®s should be aware that historical results atsvecessarily
indicative of future performance.

This MD&A was prepared using information that isremt as of February 6, 2008.

Certain information set forth in this MD&A, includj management's assessment of the Corporationi® fptans
and operations, contains forward-looking statemenmtich are based on the Corporation's current nater
expectations, estimates, projections, assumptindbaliefs, which may prove to be incorrect. Sormhe forward-
looking statements may be identified by words sastexpects”, "anticipates”, "believes", "projectglans” and
similar expressions. These statements are not gg@s of future performance and undue reliancelghmat be
placed on them. Such forward-looking statementesearily involve known and unknown risks and uraisties,
which may cause Grande Cache Coal's actual perfa@nand financial results in future periods todtiffnaterially
from any projections of future performance or res@xpressed or implied by such forward-lookingestents.
These risks and uncertainties include, among otthieigs, changes in general economic, market anthéss
conditions; uncertainties associated with estingatihe quantity and quality of coal reserves andusses;
commodity prices, currency exchange rates, thdabiblily of credit facilities for capital expendite requirements,
debt service requirements; dependence on a siaglsystem; changes to legislation; liabilities énént in coal
mine development and production; competition fomoag other things, capital, acquisitions of resgrve
undeveloped lands and skilled personnel; geologio@ing and processing technical problems; abiiityobtain
required mine licenses, mine permits and regulaapprovals required to proceed with mining and g@uatessing
operations; ability to comply with current and fitguenvironmental and other laws; actions by govemtal or
regulatory authorities including increasing taxad ahanges in other regulations; and the occurrehoeexpected
events involved in coal mine development and prtdaoc Many of these risks and uncertainties arecidesd in
Grande Cache Coal's 2007 Annual Information Forran@e Cache Coal's Management's Discussion and/gisal
and other documents Grande Cache Coal files wittCdmadian securities authorities.

Readers of this Management's Discussion and Arsagysiuld refer to the section entitled "Risk Fagtan Grande
Cache Coal’'s 2007 Management's Discussion and Aisaind 2007 Annual Information Form for factorsickh
could potentially impact the Corporation's finahgarformance and its ability to meet its targets.

All references are to Canadian dollars unless wofiserindicated.
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Financial Overview

December 31 March 31

(millions of dollars) 2007 2007
Balance Sheet

Total assets 110.6 107.5

Long-term liabilities 4.0 13.9

Shareholders’ equity 82.4 69.8

Three months ended
December 31

Nine months ended
December 31

(millions of dollars, except per share amounts) 2007 2006 2007 2006
Income Statement
Revenue 37.7 28.7 106.6 87.5
Cost of sales 37.7 26.4 105.4 77.9
(Loss) income from operations (3.0 0.6 (13.2) 1.8
Net loss (3.4) (2.2) (14.3) (2.3)
Basic and diluted net loss per share (0.05) (0.04) (0.23) (0.04)

Three months ended
December 31

Nine months ended
December 31

(millions of tonnes, except per tonne amounts) 2007 2006 2007 2006

Statistics
Clean coal production (tonnes) 0.3 0.3 1.0 0.8
Coal sales (tonnes) 0.4 0.3 1.2 0.8
Average sales price (U.S.$/tonne) 87 89 83 96
Average sales price ($/tonne) 85 95 87 106
Average cost of sales ($/tonne) 85 88 86 95
Average cost of production ($/tonne) 50 63 56 62
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Revenue

Grande Cache Coal’s third quarter sales volume® Wet million tonnes compared to 0.3 million tonmeghe
same quarter of fiscal 2007. For the year to datkss volumes were 1.2 million tonnes, up fromrilion tonnes
in the comparable period.

For the quarter, the average price achieved on dblar denominated sales was U.S.$87 per tonnenddightly
from U.S.$89 per tonne last year reflecting a aecin hard coking coal contract price settlemeffisebby a lower
proportional volume of Pulverized Coal InjectiorP sales. The product sales mix in the currenttguancluded
hard coking coal sales (96%) at an average pridd.8f$88 per tonne and PCI sales (4%) at an average of
U.S.$68 per tonne. The product sales mix on U.Baddenominated sales in the comparable quartdudied hard
coking coal sales (80%) at an average price of#95per tonne and PCI sales (20%) at an average @fiU.S.$65
per tonne.

The strength of the Canadian dollar continued tehanegative impact on the U.S./Canadian pridereifitial for
the Corporation. For the third quarter, on averdd®.$1 equaled Cdn$0.98, compared to the samedplaso year
when on average U.S.$1 equaled Cdn$1.15. As atrékal average realized price in Canadian dollarsU.S.
dollar denominated sales was $85 per tonne compar$il02 per tonne last year. In the comparabletgyahere
was also thermal coal sales to a neighboring p@teant facility at an average price of $34 per tomtech reduced
the overall average realized Canadian dollar gaies to $95 per tonne.

Third quarter revenue was $37.7 million, up fron8$2million in the comparable period. For the y&amate,
revenue was $106.6 million versus $87.5 milliortha first nine months of fiscal 2007. The incremseevenue for
both the quarter and the year is the result ofdiiglales volumes partially offset by lower U.S.lalotlenominated
contract sales prices and a lower exchange ratéodaustronger Canadian dollar.

Production Costs and Cost of Sales

The Corporation’s clean coal production cost intthied quarter was $50 per tonne, down from $63tpene in the
same period last year. The cost reduction is attlile to lower surface mine costs as well as lgwecess plant
costs due in part to improved productivities aridggner plant yield.

The clean coal production cost for the year was #&6tonne compared to $62 per tonne in the firet months of
last year. In fiscal 2007, the Corporation madedéeision to end its relationship with the surfati@e contractor
and purchase its own fleet of mining equipment.imythe transition period, the contractor’s effomsre focused
on moving waste to maximize the coal readily avddato the Corporation, which had the effect of penarily
increasing the strip ratio in the mine for the Haraf future periods. Certain stripping costs totg $4.3 million
were capitalized during the second and third quartdiscal 2007. These prepaid charges were apeattover the
production generated by the stripping activity g in amortization charges of $0.1 million iretfiourth quarter
of fiscal 2007 and $4.2 million in the second gemdf fiscal 2008.

Grande Cache Coal’s third quarter cost of sales®8ds7 million, or $85 per tonne, compared to $26illion, or
$88 per tonne in the same period last year. Theafasales in the current quarter consisted of obstroduct sold
of $25.0 million ($56 per tonne) and distributiossts of $12.7 million ($29 per tonne). In the camgble quarter
of fiscal 2007, the cost of product sold was $1&ilion ($60 per tonne) and the distribution cosisre $8.4
million ($28 per tonne).

For the year to date, cost of sales were $105.4omi($86 per tonne), versus $77.9 million ($95 pmine) last
year. The cost of sales consisted of cost of priodoic of $71.4 million ($58 per tonne) and disttibn costs of
$34.0 million ($28 per tonne). In the prior peridide cost of product sold was $52.8 million ($64 foene) and the
distribution costs were $25.1 million ($31 per tehn



Grande Cache Coal Corporation
Management's Discussion & Analysis

The reduction in the unit cost of product sold iisnarily a result of lower operating costs in theface mine and
reduced process plant costs due to improved opgratoductivities and a higher plant yield. The @wation has
also eliminated the services of several contractnd replaced essential services with Grande Cauta
employees and equipment.

The decrease in distribution costs for the firsienmonths of the current year is largely due toveel proportion of
shipments to eastern North America which carry &ighil rates than shipments to port in westerna@an

Other Operating Expenses

The Corporation’s general and administrative expensere $1.4 million during the quarter comparedsia?
million in the same period last year. Included Ire tgeneral and administrative expenses were hefak of
administrative and marketing charges of $1.2 mill{1.0 million — 2007) and non-cash charges foclsbased
compensation of $0.2 million ($0.4 million — 200The comparable quarter also included a foreigmhamnge gain
of $0.2 million.

For the year to date, general and administratiyeeeses were $6.6 million compared to $4.4 millast year. The
main reason for the increase is related to foreixghange losses on currency translation which axdeduor $2.0
million in the current year ($0.5 million — 2007hdais a result of a stronger Canadian dollar. Hetfite
administrative and marketing charges were $3.7ioni{$2.9 million — 2007) and non-cash chargessfock-based
compensation were $0.9 million ($1.0 million — 2p07

Depreciation, depletion and accretion charges 8&ré million during the third quarter and $7.8 il year to
date, versus $0.5 million and $3.3 million in tlemparable periods of last year. The increase ieatife of higher
coal production levels, the addition of productiapital assets and the change in value of depi@tiand
depletion included in coal inventory.

Other Income (Expenses)

Third quarter interest and other income was $0/Bamicompared to $0.1 million in the same qualtest year. For
the first nine months of the year, interest andenihcome was $0.9 million in contrast to $0.3 iwill last year.
Interest and other income consists primarily ogliest earned on restricted cash, interest earneshort term
investments and access fees charged for the usaad and bridges belonging to the Corporation.

Interest and other expenses were $0.3 million éncitrrent quarter and $1.3 million for the yead#éde, compared
to $0.5 million and $1.2 million in the comparalgeriods of the prior year. Interest and other espsnconsist
primarily of interest paid on the revolving andntedebt.

Non-recurring charges in the prior year were $2iian in the third quarter and $2.5 million foreghyear. These
expenses consist of $2.2 million in demobilizatimsts paid to the surface mining contractor in eation with the
termination of the contract and $0.3 million aga for the cancellation of a planned equipmentimse.

Liquidity and Capital Resources

At December 31, 2007, the Corporation had cashcasth equivalents of $4.8 million and availabilitfyy 10.0
million on its revolving debt facility. The Corpdman’s cash position decreased $10.8 million durihg third
quarter and increased $0.2 million since March2BD7. In the comparable periods, the Corporatioa%h position
was unchanged in the third quarter and increasetiilion in the first nine months of fiscal 2007.

Operating activities during the current quarteregated cash of $0.4 million in contrast to a castrelase of $5.1
million in the comparable period and is largelyesult of the difference between the net changesoimcash
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working capital. Cash provided by operating adtpgtsince March 31, 2007 was $9.6 million verseash use of
$18.4 million in the first three quarters of theeyious fiscal year. Cash generated from operatitigitees in the
current year was weakened by the Corporation’s3ddllion net loss, which was predominately a resfireduced
revenue attributable to a stronger Canadian dollar.

Financing activities since March 31, 2007 have ftes¢ cash of $15.9 million. During the current yetre
Corporation issued share capital for gross proceé&28.0 million. Costs for issuing the share tapivere $2.0
million resulting in net proceeds of $26.0 millioBrande Cache Coal has a $15.0 million revolvinigt dacility
used to fund working capital requirements. The Goapon made net repayments of $10.0 million dutimg year
bringing the balance on the revolving debt facildy$5.0 million at December 31, 2007.

Financing activities in the comparable year gemeratash of $28.8 million, during which time the Qanmation
closed a bought deal equity financing for net pealseof $25.3 million, consisting of gross proceefls$27.0
million and share issuance costs of $1.7 milliome Torporation also received net proceeds fromehelving debt
facility of $3.5 million during the first nine moms of last fiscal year.

Investing activities in the third quarter led tocash decrease of $10.9 million compared to $2.4iomiin the
comparable period. During the third quarter thep@oation invested $11.2 million in capital projettsluding $9.3
million on mining equipment that will be used toeogte the surface mine.

Since March 31, 2007, investing activities havetie@ cash use of $24.0 million compared to a esshof $7.7
million in the first nine months of fiscal 2007. @&l additions account for $28.6 million in thermnt year and
$3.0 million in the prior period. In fiscal 2007ertain prestrip costs totaling $4.3 million werepitalized and
included as cash used in investing activities. €h@®strip charges were amortized over the proglugenerated
by the stripping activity resulting in amortizatioharges of $4.2 million in fiscal 2008.

At December 31, 2007, a total of $25.7 million Epdsits, progress payments and purchases has laelentowards
the purchase of surface mine equipment. Fundinghfoequipment has come from working capital apdréion of
the proceeds from the bought deal equity issuealTetpenditures on equipment for the surface mifiegt are
expected to approximate $32 million.

On January 28, 2008, Grande Cache Coal announaed ttas signed a term sheet with Brookfield Beidgnding
Fund Inc., the Corporation’s existing senior lender a $17.5 million three year floating rate sEnsecured
convertible debenture and a secured revolving tredility for an amount up to $20.0 million, subfeto a
borrowing base calculation. The proceeds from tbevertible debenture will be used to fully repaye th
Corporation’s existing term facility with Brookfigland for general corporate purposes. Proceedstfremevolving
facility will be used for general purposes. Closiifgthe financing is expected to occur on or abfeebruary 15,
2008 and is subject to regulatory approval.

The Corporation believes that the revolving fagilitill be sufficient to fund ongoing working cagit@quirements.
Grande Cache Coal expects to maintain sufficieméntory levels at the port to meet customer requénats,
contingent upon adequate rail service. At Decenier2007, the Corporation had $7.3 million in cwadentory,
compared to $16.3 million at the end of the presiquarter.

The Corporation did not have any off-balance sffieancing structures in place at December 31, 200i& only
long term liabilities of the Corporation are asetirement obligations with a present value of $aillion, and
capital lease obligations of $0.1 million. Grandacfie Coal's asset retirement obligations are covbyea cash
deposit of $0.1 million and letters of credit tatgl $5.5 million provided to the Alberta Governmewnhich are
presently secured by restricted cash.
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Changes in Accounting Policies

The CICA Handbook sections 1530 - Comprehensivermg 3855 - Financial Instruments — Recognition and
Measurement and 3865 - Hedges, became applicatite ©orporation on April 1, 2007.

Section 1530 requires the presentation of a statewfecomprehensive income and its components ahatnot
included in net income (loss). Other comprehensgiceme is the change in net assets during a péhiaidresult
from transactions, events and circumstances fromawener sources such as unrealized gains or lassasailable-
for-sale investments. The Corporation did not hawteer comprehensive income or losses during théoger
therefore comprehensive loss was equal to theosst |

Section 3855 establishes the recognition and meamant criteria of financial assets, financial lidigis and
derivatives. All financial instruments are requireml be measured at fair value on initial recognitiof the
instrument, except for certain related party tratisas. Measurement in subsequent periods dependether the
financial instrument has been classified as hetdrfding, available-for-sale, held-to-maturity,afs and
receivables, or other financial liabilities as defil by the standard. Financial assets and finaliaislities held-for-
trading are measured at fair value with changebkadse fair values recognized in net income (loSsjancial assets
available-for-sale are measured at fair value, withnges in those fair values recognized in otbemprehensive
income (loss). Financial assets held-to-maturidgnk and receivables and other financial liabdliaee measured at
amortized cost using the effective interest metlodbdamortization. The methods used by the Corpomatio
determining the fair value of financial instrumeats unchanged as a result of implementing thestamdard.

Section 3865 provides new standards for entitigdyap hedge accounting. The Corporation had nosations

which have been designated as hedges for accouptimpses therefore the new standard did not imfieect
financial statements.

Summary of Quarterly Results

2008 2007 2006
(millions, except per unit amounts) Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4
Clean coal production 0.3 0.4 0.3 0.2 0.3 0.2 0.3 310
Coal sales 0.4 0.4 oy 0.2 0.3 0.3 D.2 0.2
Average sales price ($/tonne) 85 85 89 78 95 103 51|12 122
Average cost of sales ($/tonne) 85 91 81 86 88 97011 121
Average cost of production ($/tonne) 50 62 55 68 63 63 60 86
Revenue 37.7 30.8 38.2 13.8 28.7 29.8 29.0 27.0
(Loss) income from operations (3.0) (8.5) al7) 2y4. 0.6 (0.9) 2.1 (2.1
Net (loss) income (3.4) (8.8) 2.0 @7 (2 g1 1.7 (2.6)
Basic and diluted net (loss) income per (0.05) (0.14) (0.04) (0.10) (0.04) (0.03) 0.03 @®.0
share
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Outlook

Metallurgical Coal Markets

Demand for the Corporation’s coal products rematnsng and it is expected that coal sales voluroefiscal 2008
will be in the range of 1.4 to 1.6 million tonnesntingent upon the continuation of adequate eise.

Based on early market indicators, the Corporatipeets to see significant increases in coal pricghe coming
coal year. Grande Cache Coal is currently in nagjotis with customers for the coal year which beghpril 1,
2008 and anticipates sales volumes of 1.8 to 2libmtonnes in fiscal 2009.

The Corporation is maintaining a focus on expanding diversifying its customer base geographicasiywell as
within traditional markets to mitigate delays inssel nominations. The demand for metallurgical wokioal is
expected to remain strong over the medium termakiwide supply and demand remains balanced.

Grande Cache Coal has completed negotiations withfd€ delivery of up to 0.5 million tonnes of mdtabical
coal per year to steel industry customers in theaGltakes area of Eastern North America.

Operations

Normal mining operations have resumed in the serfame and the Corporation expects to achieve ptodiy
improvements as operations progress. It is estontitat production costs in the surface mine willlimwer than
2007 levels. There is also a continuing focus ardpctivity improvements and cost control in the emplound
mine and the process plant.

Production levels will continue to be managed adicwy to scheduled sales volumes and the maintenahce
adequate inventory levels.

Foreign Exchange

The strengthening of the Canadian dollar agairestits. dollar has had a negative impact on Grarath€ Coal's
financial results. Substantially all of the Corpaya’s coal sales occur in U.S dollars and the Goafion has not
entered into hedges to mitigate the effect of akeed).S. dollar. Sustained or additional strengithgrof the
Canadian dollar would continue to have a negativeaict on Grande Cache Coal’s financial results.

Capital Expenditures

The Corporation anticipates total spending of apipnately $40 millionon capital additions and a drilling program
in fiscal 2008. Grande Cache Coal has substantialtgpleted the acquisition of the major mining eguént with
which to operate the surface mine. Purchases gfastipquipment have been on going and will contitimeughout
the remainder of the current fiscal year. Totalenditures on equipment for the Corporation’s swfagning fleet
are expected to approximate $32 million.
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Other Information

The Corporation has not entered into any off-batastieet arrangements at this time. Looking fornexdort trade
credit insurance may be used to support accoucgsvable.

As at February 6, 2008, there were 72,349,288 camsaiares issued and outstanding, and the followtraye
options were also outstanding:

Number Number Exercise
Share Options Outstanding Granted Vested Price Expiry Date
1,041,667 1,041,667 $1.00 March 21, 2009
150,000 150,000 $3.70 July 21, 2009
37,500 37,500 $3.70 August 8, 2009
115,000 115,000 $11.56 March 15, 2010
10,000 10,000 $9.08 June 9, 2010
75,000 75,000 $4.50 October 18, 2010
645,000 645,000 $2.44 April 11, 2011
525,000 350,000 $1.05 October 11, 2011
175,000 116,667 $1.05 November 16, 2011
125,000 83,333 $0.79  December 14, 2011
520,000 173,333 $0.88 May 23, 2012
1,950,000 - $1.04 January 8, 2013

Total 5,369,167 2,797,500

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpon&i@annual
information form for the fiscal year ended March, 2D07, is available on the Corporation’s SEDAR pany
profile atwww.sedar.com
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Consolidated Balance Sheets
(thousands of Canadian dollars)

December 31 March 31
(unaudited) 2007 2007
Assets
Current assets
Cash and cash equivalents 4,822 $ 4,614
Restricted cash (note 3) 6,528 6,528
Accounts receivable 12,715 5,129
Inventory (note 4) 11,978 34,677
Prepaid expenses 1,517 1,769
Prepaid prestrip charges (note 5) - 4,193
37,560 56,910
Deposit for future reclamation expenditures 82 82
Capital assets (note 6) 72,938 50,473
110,580 $ 107,465
Liabilities
Current liabilities
Accounts payable and accrued liabilities 9,148 $ 8,788
Revolving and term debt (note 7) 15,000 15,000
24,148 23,788
Long term debt (note 7) - 10,000
Asset retirement obligations (note 8) 3,956 3,783
Capital lease obligations 71 104
28,175 37,675
Shareholders’ Equity
Share capital (note 9) 152,956 126,979
Contributed surplus 3,944 3,036
Deficit (74,495 (60,225)
82,405 69,790
110,580 $ 107,465

Commitments and Contingencies (note 13)

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Net Loss, Comprehensilzess and Deficit
(thousands of Canadian dollars, except per share amounts)

Three months ended
December 31

Nine months ended
December 31

(unaudited) 2007 2006 2007 2006
Revenue $ 37,679% 28,689% 106,635% 87,463
Expenses

Cost of product sold 25,001 18,005 71,385 52,846

Distribution 12,697 8,426 34,022 25,061

General and administrative 1,390 1,167 6,614 4,429

Depreciation, depletion and accretion 1,635 533 7,816 3,296

40,723 28,131 119,837 85,632

(Loss) income from operations (3,044 558 (13,202 1,831
Other income (expenses)

Interest and other income 222 89 930 310

Interest and other expenses (327) (465] 1,272 (1,243)

Non-recurring charges (note 10) - (2,206 - (2,541)
Loss before taxes (3,149 (2,024 (13,544 (1,643)
Taxes (250 (203) (726) (624)
Net loss and comprehensive loss (3,399 (2,227, (14,270 (2,267)
Deficit, beginning of period (71,096 (53,251 (60,225 (53,211)
Deficit, end of period $ (74,495 % (55,478'$ (74,495 % (55,478)
Net loss per shardgnote 11)

Basic and diluted $ (0.05'% (0.04)$ (0.23)% (0.04)

See accompanying notes to the consolidated financial statements.

12



Grande Cache Coal Corporation

Consolidated Statements of Cash Flows
(thousands of Canadian dollars)

Three months ended
December 31

Nine months ended
December 31

(unaudited) 2007 2006 2007 2006
Cash provided by (used for)
Operating activities
Net loss $ (3,399% (2,227% (14,270'% (2,267)
Items not affecting cash
Stock-based compensation (note 12) 190 370 908 1,023
Settlement of asset retirement obligation (note (29) - (19) -
Unrealized foreign exchange loss (gain) 205 22 1,302 (83)
Depreciation, depletion and accretion 1,635 533 7,816 3,296
(1,388 (1,302 (4,263 1,969
Net change in non-cash working capital relating
operating activities 1,770 (3,783 13,853 (20,364)
382 (5,085 9,590 (18,395)
Financing activities
Proceeds (repayment) on revolving and term del
(note 7) - 7,500 (20,000 3,500
Proceeds on issuance of share capital (note 9) - - 27,956 27,000
Share issuance costs (note 9) 2 - (1,979 (1,736)
Payment on capital lease obligations (15) - (45) -
Net change in non-cash working capital relating
financing activities - - 2 -
(17) 7,500 15,934 28,764
Investing activities
Additions to mineral properties and development (946 (470 77 (2,175)
Additions to buildings and equipment (10,242 (745, (27,387 (827)
Restricted cash (note 3) - - - (390)
Net change in non-cash working capital relating
investing activities 264 (1,141 4,566 (4,339)
(10,924 (2,356 (23,998 (7,731)
Effect of foreign exchange on cash and cash
equivalents (222 (22) (1,318 83
(Decrease) increase in cash and cash equivalents (10,781 37 208 2,721
Cash and cash equivalents, beginning of period 15,603 3,657 4,614 973
Cash and cash equivalents, end of period $ 4,822% 3,694 % 4,822% 3,694

See accompanying notes to the consolidated financial statements.
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
December 31, 2007

(Unaudited)
(thousands of Canadian dollars, except per share amounts)

1. Basis of Presentation

The interim consolidated financial statements ef@orporation have been prepared in accordanceGaittadian
generally accepted accounting principles. The im@onsolidated financial statements have beengpegpusing
the same accounting policies as the consolidateshéial statements for the fiscal year ended Madgt2007.

The interim consolidated financial statements sthdug read in conjunction with the Corporation’s ited
consolidated financial statements and notes théoetihe year ended March 31, 2007.

Certain prior year’s figures have been reclassiftiedonform to the presentation adopted in theeruryear.
2. Changes in Accounting Policies

The CICA Handbook sections 1530 - Comprehensivertres 3855 - Financial Instruments — Recognition and
Measurement and 3865 - Hedges, became applicatiie tBorporation on April 1, 2007.

Section 1530 requires the presentation of a stateofecomprehensive income and its componentsateinot
included in net income (loss). Other comprehensiceme is the change in net assets during a pénedresult
from transactions, events and circumstances fromawener sources such as unrealized gains or lozses
available-for-sale investments. The Corporation miid have other comprehensive income or lossesgluhie
period therefore comprehensive loss was equaktmét loss.

Section 3855 establishes the recognition and meamnt criteria of financial assets, financial lidigis and
derivatives. All financial instruments are requirtd be measured at fair value on initial recognitiaf the
instrument, except for certain related party tratisas. Measurement in subsequent periods dependdether
the financial instrument has been classified ad-fattrading, available-for-sale, held-to-maturitpans and
receivables, or other financial liabilities as defil by the standard. Financial assets and finaliakilities held-
for-trading are measured at fair value with charigghose fair values recognized in net incomesjloBinancial
assets available-for-sale are measured at faireyakith changes in those fair values recognizedtimer
comprehensive income (loss). Financial assets foetdaturity, loans and receivables and other fif@nc
liabilities are measured at amortized cost usimgefiective interest method of amortization. Thehuds used
by the Corporation in determining the fair value fafancial instruments are unchanged as a result of
implementing the new standard.

Section 3865 provides new standards for entitigdyapy hedge accounting. The Corporation had nasgations
which have been designated as hedges for accountimmpses therefore the new standard did not inmjbesct
financial statements.

3. Restricted Cash

Cash secured letters of credit in the amount B3 have been provided to the Alberta Minister imaRce for
security to cover anticipated costs of reclamafionthe Corporation’s mining areas, processinglitees and
surrounding infrastructure, including $90 in thea®d quarter of fiscal 2007. In addition, cash seddetters of
credit of $1,000 have been made available to seioviders, including $300 in the first quarteffis€al 2007.

14



Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
December 31, 2007

(Unaudited)
(thousands of Canadian dollars, except per share amounts)

4.

5.

Inventory
December 31 March 31
2007 2007
Coal inventory $ 7315 % 30,251
Materials inventory 4,663 4,426
$ 11,978 $ 34,677

Prepaid Prestrip Charges

In accordance with EIC-160: Stripping Costs Incdria the Production Phase of a Mining Operatiorg th
Corporation capitalized certain stripping costfisnal 2007, including $3.3 million during the sedoquarter and
$1.0 million during the third quarter, due to migiconditions during the period in which the surfanme
contractor was winding down its activities for tl®rporation. During the transition period, the caotor’s
efforts were focused on removing waste to maxirnttimecoal readily available to the Corporation, vehiad the
affect of temporarily increasing the strip ratictie mine for the benefit of future periods.

Prepaid prestrip charges were amortized over tloelyation generated by the stripping activity rasegltin
amortization charges of $132 in the fourth quanfdiscal 2007 and $4,193 in the second quartdisoal 2008.

Capital Assets

December 31 March 31
2007 2007
Mineral properties and development $ 16,855 $ 19,788
Buildings and equipment 55,862 30,456
Capital leases 221 229
$ 72,938 $ 50,473

Revolving and Term Debt

At December 31, 2007, the Corporation had a $28omikecured credit facility consisting of a $10lmon term

facility and a $15 million revolving facility. Theredit facilities were secured by a general segw@wgreement
with interest payable monthly at a rate of primesp2% per annum and had a maturity date of Aprd(®8. At

March 31, 2007 the $10 million term facility wasssified as long term debt. The credit facilitiesrevbeing
used to finance the Corporation’s working capital.

Net repayments on the revolving facility in the remt fiscal year were $3.0 million during the ficgiarter and
$7.0 million during the second quarter.

December 31 March 31

2007 2007

Revolving debt $ 5,000 $ 15,000
Term debt 10,000 -
Total current debt 15,000 15,000
Long term debt - 10,000
$ 15,000 $ 25,000
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
December 31, 2007

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

8.

Asset Retirement Obligations

Future asset retirement obligations were calculateskd on the Corporation’s estimated costs tdlfitff legal
asset retirement obligations. The Corporation Iséismated the net present value of its asset re¢intimbligations
to be $3,956 as at December 31, 2007, based otakftbure liability of $7,225. The Corporation’sedit
adjusted risk free rates range from 5.5% to 7.6@edding on the period when the provision originaded the
term of estimated years to reclamation.

The following table reconciles the Corporation’setsetirement obligations:

Balance — March 31, 2006 $ 3,470
Increase in liability 72
Accretion expense 241
Balance — March 31, 2007 $ 3,783
Increase in liability -
Settlement of liability (29)
Accretion expense 192
Balance — December 31, 2007 $ 3,956

Share Capital
Authorized

Unlimited common shares
Unlimited preferred shares, issuable in series

Issued
Stated
(thousands) Number Value
Common shares
Balance — March 31, 2006 40,769 $01,715
Shares issued on bought deal equity financing 0,0aD 27,000
Share issuance costs - (1,736)
Balance — March 31, 2007 50,769 126,979
Shares issued on private placement 289 277
Shares issued on bought deal equity financing 0,5 26,650
Shares issued on over-allotment option 791 29,0
Share issuance costs - (1,979)
Balance — December 31, 2007 72,349 152,956

On April 5, 2006, the Corporation closed a boughdldequity financing. At closing, a total of 10r@lion units
(the "Units") of the Corporation were issued atiagof $2.70 per Unit for gross proceeds of $2vilion. Each
Unit consisted of one common share and one-hatfinéf common share purchase warrant of the Corparatio
each whole warrant entitling the holder thereo&tguire one common share at a price of $3.40 e aimtil
April 5, 2007. Share issuance costs related tdthaght deal equity financing were $1,736. Warramtsurchase
an aggregate of 500,000 Common Shares at an exgnite of $3.40 per share until April 5, 2007, evatso
issued to the agents.
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
December 31, 2007

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

10.

11.

12.

On July 9, 2007, Grande Cache Coal completed ateriplacement of 289,300 common shares at a pfice o
$0.96 per share, which was the five day volume kteidj average trading price of the common sharebtef
Corporation calculated as at June 14, 2007. Theeshaere issued to certain directors and officdrshe
Corporation.

On August 9, 2007, the Corporation closed a bodght equity financing. At closing, a total of 2@flion units

(the "Units") of the Corporation were issued atriagof $1.30 per Unit for gross proceeds of $26y6Hion. In
addition, the Corporation granted to the underngiten over-allotment option to purchase up to aditiachal
3,075,000 Units at the issue price for a perio@®ftays following the closing date. Each Unit cetesi of one
common share and one-half of one common share asectvarrant of the Corporation, each whole warrant
entitling the holder thereof to acquire one ComrBbiare at a price of $1.60 per share until Augus2008.

On September 7, 2007, the underwriters of the Gatjmm’'s bought deal equity financing that closedAugust
9, 2007 exercised their over-allotment option, It&sy in the issuance of 791,300 units (the "Unitsf the
Corporation at a price of $1.30 per Unit for grpssceeds of $1,029. Each Unit consisted of one comshare
and one-half of one common share purchase warfaghedCorporation, each whole warrant entitling todder
thereof to acquire one Common Share at a pricd @0$per share until August 11, 2008.

Share issuance costs related to the private plagerbeught-deal equity financing and over-allotmeption
were $1,979. No value was attributed to the wasrasiued in the second quarter.

Non-recurring Charges

In the second quarter of fiscal 2007, Grande C&uted incurred a charge of $335 for cancelling a imitment
to purchase mining equipment from a major equipmaantufacturer. During the third quarter of fisc@0Z, $2.2
million in demobilization costs were paid to thafage mining contractor in connection with the taration of
the contract. These expenses are not expectedctor again in the future and have been classifiechas
recurring costs. These non-recurring costs have lotsssified as Other Expenses as they are notopahte
continuing day to day operations of the mine.

Net Loss per Share

The following table reconciles the denominatorsifasic and diluted net loss per share calculatidhs.treasury
stock method is used to determine the dilutivectftéf the share options. There was no dilutive ctffer the
Corporation’s outstanding share options and wasrastthe effect of all option and warrant exercisesld be
anti-dilutive to the loss per share.

Three months ended Nine months ended
December 31 December 31

2007 2006 2007 2006

Weighted average shares
outstanding — basic and diluted 72,349 50,769 62,018 50,587
Net loss $ (3,399) $ (2,227) $ (14,270) $ (2,267)
Net loss per share:
Basic and diluted $ (0.05) $ (0.04) $ (0.23) $ (0.04)

Stock-Based Compensation

The Corporation has a share option plan, pursuamthich the Board of Directors or a committee tbénmay
from time to time grant options to purchase comrsioares. Total stock-based compensation expenisel@atin
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
December 31, 2007

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

general and administrative expenses for the thiattgr was $190, compared to $370 in the sameeajuast year

and was a result of options granted pursuant tcCthporation’s share option plan. The year to datek-based
compensation was $908 compared to $1,023 in tloe pear.

As part of the Corporation’s share option plan,May 24, 2007, 520 thousand options to purchase ammm
shares were granted to employees and directoriseo€obrporation at an exercise price of $0.88 pareshThe
options have a five year term and are subject tb8amonth vesting period.

On June 30, 2007, 32 thousand options to purchasenon shares were cancelled. On August 31, 2007, 17
thousand options to purchase common shares weceltsh

The fair value of each share option granted isreg®d on the date of the grant using the Black-l&shoption

pricing model, using an estimated volatility at tivae of each grant between 42% and 95%, risk-fineéerest
rates of 3% to 4.5% and expected lives of five gear

Details of the share options outstanding are dgvist
Common Shares

Weighted
Average
Exercise
(thousands of shares) Number Price
Outstanding — March 31, 2007 2,948 $  2.07
Granted 520 0.88
Cancelled (32) 5.73
Exercised - -
Outstanding — June 30, 2007 3436 $ 1.86
Granted - -
Cancelled a7 1.00
Exercised - -
Outstanding — September 30, 2007 3,419 1.86
Granted - -
Cancelled - -
Exercised - -
Outstanding — December 31, 2007 3,419 1.86

Of the share options outstanding at December 3Q7,20,229 thousand options expire in 2009, 200 ghond
options expire in 2010, 1,470 thousand optionsrexpi2011, and 520 thousand options expire in 2012

Details of the share options exercisable at Deeergb, 2007 are as follows:
Common Shares

Weighted
Average

Exercise
(thousands of shares) Number Price
1,042 $ 1.00

187 3.70

115 11.56

10 9.08

75 4.50

645 2.44

467 1.05

83 0.79

173 0.88
2,797 $ 2.06
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
December 31, 2007

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

13. Commitments and Contingencies

Grande Cache Coal has a commitment to purchasadardrom a heavy equipment distributor at an extich
cost of U.S.$4.1 million. At December 31, 2007, 1$(8 million has been paid towards the purchasthef
loader.

The Corporation has commitments to purchase haakttires with an estimated total cost of $3.7 imill The
tires will be used on the haul trucks purchasedrésuming operations in the surface mine. At Deandi,
2007, a total of $2.1 million has been paid towadh#spurchase of the haul truck tires.

14. Subsequent Events

On January 9, 2008, as part of the Corporationésesbption plan, 1,950 thousand options to purchasemon
shares were granted to employees, officers andtdie of the Corporation at an exercise price aD&Iper
share. The options have a five year term and w8t wn a one third basis on each of March 31, 28@8¢ch 31,
2009 and March 31, 2010.

On January 25, 2008, the Corporation made payn#rd.0 million on tires for the fleet of haul tkg with
which to operate the surface mine.

On January 28, 2008, Grande Cache Coal announegdtthas signed a term sheet with Brookfield Beidg
Lending Fund Inc., the Corporation’s existing serdender, for a $17.5 million three year floatirgte senior
secured convertible debenture and a secured regotvedit facility for an amount up to $20.0 mitliosubject to
a borrowing base calculation. Closing of the firiagds expected to occur on or about February 0882and is
subject to regulatory approval. The convertible edgbre will mature three years from closing andrieara
conversion price of $1.825 per common share.

On January 28, 2008, the Corporation entered intaggeement with a mining equipment distributoptiochase
three haul trucks for a total purchase price of $2® million. The haul trucks will primarily be ed to
supplement the transportation of coal from the asgfmine to the process plant. As part of this exgent, a
U.S.$0.2 million deposit was made on January 20820
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READER ADVISORY

Forward-looking Statement Advisory

This news release contains certain forward-lookitagements, which are based on Grande Cache Coakst internal
expectations, estimates, projections, assumptiadsbeliefs, which may prove to be incorrect. Sorh¢he forward-
looking statements may be identified by words sash"expects”, "anticipates”, "believes", "project§ilans" and
similar expressions. These statements are noagtess of future performance and undue relianceldhmot be placed
on them. Such forward-looking statements necdgsariolve known and unknown risks and uncertamti@hich may
cause Grande Cache Coal's actual performance madcfal results in future periods to differ matlyidrom any
projections of future performance or results exgedsor implied by such forward-looking statemeritfiese risks and
uncertainties include, among other things, chamgegeneral economic, market and business condijtionsertainties
associated with estimating the quantity and qualitgoal reserves and resources; commodity prim@sency exchange
rates, capital expenditures and debt service renugints; dependence on a single rail system; chaoglegislation;
liabilities inherent in coal mine development amdduction; competition for, among other things, itapacquisitions of
reserves, undeveloped lands and skilled persomesitogical, mining and processing technical prolsieability to
obtain required mine licenses, mine permits anduleggry approvals required to proceed with miningd acoal
processing operations; ability to comply with catrand future environmental and other laws; actimpgiovernmental
or regulatory authorities including increasing sesnd changes in other regulations; and the oameref unexpected
events involved in coal mine development and prdncMany of these risks and uncertainties aredesd in Grande
Cache Coal's 2007 Annual Information Form, Grandehe Coal's Management's Discussion and Analysisotirer
documents Grande Cache Coal files with the Canagbanrities authorities. Copies of these documargsavailable
without charge from Grande Cache Coal or may bess®d on Grande Cache Coal's website (www.gccagl.aoon
the website maintained by the Canadian securitigslatory authorities (www.sedar.chm

For further information, please contact:
Anita L. Roncin, Vice President, Finance and Chigfancial Officer

Grande Cache Coal Corporation
Suite 1610, 800 - 5th Avenue S.W.
Calgary, Alberta T2P 3T6

Canada

Telephone: (403) 543-7070
Facsimile: (403) 543-7092
www.gccoal.com

The Toronto Stock Exchange has neither approved nor disapproved
the information contained herein.
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