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

Calgary, Alberta, August 2, 2007— Grande Cache Coal Corporation (GCE-TSX) ("Gra@Gdehe Coal" or the
"Corporation") today announced its financial anérming results for the three months ended Jun2C.

Grande Cache Coal achieved its highest quarteflys seolume to date selling 0.4 million tonnes of
metallurgical coal in the first quarter of fisc@l@B, compared to 0.2 million tonnes sold in the es@eriod
last year. The average sales price during the guasas $89 per tonne generating sales revenue&2 $3
million compared to $125 per tonne and revenue2® #illion in the first quarter of last year, reftng
lower U.S. dollar prices for the current coal yaad a stronger Canadian dollar.

Cash flow provided by operating activities was $3iBion compared to a cash use of $12.8 milliorihia
same period last year.

The Corporation’s cost of coal produced in the gubrivas $55 per tonne, a $5 per tonne decline fram t
same period last year and a $13 per tonne decireasehe previous quarter.

Cost of sales continued in a downward trend avagpf)B1 per tonne in the first quarter. This compdoe
$101 per tonne in the same period last year angpB6nne in the previous quarter.

“We saw some very encouraging results in the fgaarter”, said Robert Stan, President and CEO. “Our
achievements illustrate the ongoing dedication @mmitment of our employees as we continue to seelaction

in our operating costs” he continued. “Our salekin® in the quarter was the highest it has beenvesmdre
continuing to see a strong demand for our prodactgyforward.”

EBITDA for the first quarter was $1.7 million coned to $3.7 million last year.

The Corporation’s net loss for the quarter was $2ilon, or $0.04 per share compared to a netineof
$1.7 million, or $0.03 per share in last yearst fiqgarter. The net loss for the quarter refleces Itwer
realized U.S. dollar sales prices for the curreratl gear and a recent strengthening of the Canathar
versus the U.S. dollar partially offset by loweoguction and transportation costs.

On July 19, 2007, Grande Cache Coal entered intogegement with a syndicate of underwriters pursuan
to which the underwriters agreed to purchase 200®0@0units ("Units") of the Corporation on a bought
deal basis, at a price of $1.30 per Unit for grpssceeds to Grande Cache Coal of $26,650,000. In
addition, the Corporation has granted to the undtsg an over-allotment option to purchase upro a
additional 3,075,000 Units at the issue price fareadod of 30 days following the closing date. E&biit

will consist of one common share and one-half & oommon share purchase warrant, each whole warrant
entitling the holder thereof to acquire one comrsbare at a price of $1.60 per share for a perioohef
year from the closing date. The offering is schedub close on or about August 9, 2007 and is stilbje
certain conditions including, but not limited thetreceipt of all necessary approvals.



Surface Mine Update

Grande Cache Coal anticipates submitting suppleangnhformation to the regulatory bodies during second
fiscal quarter in support of an application to coeamze mining at its No. 8 surface mine. The compangntly filed
an updated NI 43-101 Technical Report wherein ttevgn run-of-mine reserves at the No. 8 surfaceemin
increased to 12.8 million tonnes (from 8.6 millimmnes) as a result of a drilling program completadng fiscal
2007 in support of the final submissions for a nlicense.

Mining equipment and components for the No. 12 B&# surface mine are beginning to arrive at theeand new
employees are being hired in this area for safatgjneering, operations and maintenance. It icigatied that full-
scale operations of the surface mine with Grandeh€aCoal owned and operated equipment will resume i
September 2007, provided the necessary mining saaripcontinues to be delivered and commissionedtimely
manner.

- Various pieces of surface mining equipment havigedron site and initial activity in the surfacermaihas
commenced including grading of roads and preparatfarill pads.

- The mining shovel has arrived on site and has ksebstantially erected. The shovel is scheduleddeem
into the surface mine pit in early August whererapar training will commence.

- Initial components of the haul trucks have arriegdsite and other major truck components are instta
and scheduled to arrive on site in early August.

- The mining drill has arrived at the mine site andlated to be commissioned by mid-August.

- The Corporation has placed deposits on a majofith® additional pieces of mining equipment ands it
expected that this equipment will be delivered tigftout the second fiscal quatter

- Financing for the surface mining equipment is coifiebeing negotiated and is expected to resul in
combination of lease and debt financing, in additio use of a portion of the proceeds from the bbug
deal equity issue. To date, equipment depositspaythents have been funded through ongoing working
capital.

Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals are operating a mining operation phatiuces metallurgical coal for the steel indusing holds coal
leases covering over 22,000 hectares in the Smakgr Roalfield located in west-central Alberta. aBde Cache
Coal's common shares are listed on the Torontdk&E®change under the trading symbol "GCE".
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Management’s Discussion & Analysis

This Management’s Discussion and Analysis ("MD&ARould be read in conjunction with the unauditeerim
consolidated financial statements for the periodeenJune 30, 2007, and the audited consolidatexhdial
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 atsnecessarily
indicative of future performance.

This MD&A was prepared using information that isremt as of July 31, 2007.

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. Somhe 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 reliancelghoat 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 otthiéigs, changes in general economic, market anthéss
conditions; uncertainties associated with estingatihe quantity and quality of coal reserves andueses;
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 guatessing
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 prédaoc 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

June 30 March 31

(millions of dollars) 2007 2007
Balance Sheet

Total assets 106.2 107.5

Long-term liabilities 4.0 13.9

Shareholders’ equity 68.1 69.8

Three months ended

June 30
(millions of dollars, except per share amounts) 2007 2006
Income Statement
Revenue 38.2 29.0
Cost of sales 34.6 234
(Loss) income from operations a.7) 2.1
Net (loss) income (2.0) 1.7
Basic and diluted net (loss) income per share (0.04) 0.03

Three months ended

June 30

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

Clean coal production (tonnes) 0.3 0.3

Coal sales (tonnes) 0.4 0.2

Average sales price ($/tonne) 89 125

Average cost of sales ($/tonne) 81 101

Average cost of production ($/tonne) 55 60
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Revenue

The Corporation’s first quarter sales volumes weré million tonnes generating revenue of $38.2 ianill
compared to sales volumes of 0.2 million tonnesrandnue of $29.0 million in the comparable quaofethe prior
year.

The average price achieved on U.S. dollar denomihsales decreased to U.S.$82 per tonne, downWr&$111

per tonne in the same period last year due to ndda contract price settlements. The currentqeesales volumes
included hard coking coal sales (88%) at an avepaige of U.S.$84 per tonne and Pulverized Coadiipn (PCI)

sales (12%) at an average price of U.S.$68 peretofihe average Canadian dollar equivalent on UdBard

denominated sales was $89 per tonne, down from $&R%onne in last year's first quarter and refieztstronger
Canadian dollar in the current quarter in additmthe lower prices for the current coal year.

Production Costs and Cost of Sales

Grande Cache Coal’s first quarter clean coal prodncost was $55 per tonne, an 8% decrease frdhp8&6tonne
in the same period last year. Process plant impnews which led to a higher yield contributed te ttrecrease in
costs from the comparable quarter.

The Corporation’s first quarter cost of sales wa4.6 million, or $81 per tonne, compared to $23ikian, or $101
per tonne in the same period last year. The coséles consisted of cost of product sold of $22IBom ($54 per
tonne) and distribution costs of $11.7 million (423t tonne). The cost of product sold and distridrutosts for the
first quarter of fiscal 2007 were $15.9 million @per tonne) and $7.5 million ($33 per tonne), eetipely.

The decrease in the unit cost of product sold result of improved operating efficiencies acrodsaatas of
operations. The Corporation has also made a catteffort to eliminate the services of contractomd replace the
essential services with Grande Cache Coal emplaymeequipment.

The decrease in distribution costs during the guast largely due to a lower proportion of shipnsetd eastern
North America which carry higher rail rates thaipstents to port in western Canada, and the degdlimpact of
fuel surcharges on rail costs.

Other Operating Expenses

The Corporation’s general and administrative expemkuring the period increased to $2.2 million fi®200 million
in the comparable quarter. Included in these cast® head office administrative and marketing chargf $1.1
million ($1.1 million — 2007), non-cash charges $tock-based compensation of $0.3 million ($0.4ioml— 2007)
and a foreign exchange loss of $0.8 million ($0illion — 2007).

Depreciation, depletion and accretion charges dutie quarter were $3.0 million compared to $1.H4ioni in the
same period last year. The increase is reflectiveigher production levels and the drawdown of cio&kentory
volumes.

Other Income (Expenses)

Grande Cache Coal’s interest and other income Wa& iillion in the first quarter compared to $0.1lion last
year and consists primarily of interest earnedestricted cash, interest earned on short term imergs and access
fees charged for the use of roads and bridges dielgrio the Corporation.

Interest and other expenses during the period $@® million compared to $0.4 million in the comalle period
and consist primarily of interest paid on the reirg and term debt.
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Liquidity and Capital Resources

The Corporation had cash and cash equivalents df $8lion at June 30, 2007, a decrease of $1.Hanilfrom
March 31, 2007. This compares to a cash increa$&@® million in the comparable quarter of lasiye

During the first three months of fiscal 2008 opiErgiactivities generated cash of $3.3 million imirast to a cash
decrease of $12.8 million in the first three montfisfiscal 2007. The net change in non-cash worldagital
provided cash of $1.6 million this quarter compai@@ cash use of $16.3 million last year, whiatluded a $13.6
million increase in coal inventory.

Financing activities during the first quarter reéedlin a cash decrease of $3.0 million. The Cotpmrdas a $15.0
million revolving credit facility used to fund worlg capital requirements. The net repayment onréwelving
facility during the period was $3.0 million bringjrthe balance at June 30, 2007 to $12.0 million.

Financing activities in the comparable quarter lteduin a cash increase of $24.6 million during ethtime the
Corporation closed a bought deal equity financimgrfet proceeds of $25.3 million. A total of 10.@lion units of
the Corporation were issued at a price of $2.70unérfor gross proceeds of $27.0 million. Shaméce costs
related to the bought deal equity financing werg $iillion.

Investing activities in the first quarter led t@ash decrease of $1.1 million compared to $1.7anillast year. In
both periods the main source of the cash use wasviestment in capital projects.

The Corporation did not have any off-balance sfi@ancing structures in place at June 30, 2007. difig long

term liabilities of the Corporation are asset etient obligations with a present value of $3.8iamll and capital
lease obligations of $0.1 million. Grande Cachel8asset retirement obligations are covered bgshdeposit of
$0.1 million and letters of credit totaling $5.5llioh provided to the Alberta Government, which gmesently
secured by restricted cash.

On July 19, 2007, Grande Cache Coal entered intmgegement with a syndicate of underwriters purst@awhich
the underwriters agreed to purchase 20,500,008 (tinits") of the Corporation on a bought dealibaat a price
of $1.30 per Unit for gross proceeds to Grande €&bal of $26,650,000. In addition, the Corporatias granted
to the underwriters an over-allotment option toghase up to an additional 3,075,000 Units at theeigprice for a
period of 30 days following the closing date. Eaddhit will consist of one common share and one-ludlbne
common share purchase warrant, each whole warnditlirgy the holder thereof to acquire one commbars at a
price of $1.60 per share for a period of one yeanfthe closing date. The offering is scheduleddse on or about
August 9, 2007 and is subject to certain conditiomduding, but not limited to, the receipt of alecessary
approvals.

Grande Cache Coal is finalizing the acquisitionaofieet of mining equipment that will be used tceie the
surface mine. Financing for the equipment is culydmeing negotiated and is expected to resultéombination of
lease and debt financing in addition to use of di@o of the proceeds from the bought deal eqsgué. Capital
expenditures for the surface mine are expectedt#d approximately $32 million during fiscal 2008s of June 30,
2007, the Corporation has placed U.S.$2.5 milllodéposits and progress payments on surface mggjagpment.

The Corporation believes that the current revolvenglity in addition to a portion of the proceeiism the bought
deal equity issue will be sufficient to fund itsgming working capital requirements. Grande Cachal @gpects to
maintain sufficient inventory levels at the portni@et customer requirements, contingent upon adegaih service
and the timely start-up of full-scale surface maperations. At June 30, 2007, the Corporation Hel8million in

coal inventory, compared to $30.3 million at thel efithe previous quarter.
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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 comprehengieeme is the change in net assets during a pénaidresult
from transactions, events and circumstances fromawner sources such as unrealized gains or lassasailable-
for-sale investments. The Corporation did not hawteer comprehensive income or losses during théoger
therefore comprehensive income (loss) was equaletoet income (loss).

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 liabdlisee 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 accouptingpses therefore the new standard did not imfreet
financial statements.

Summary of Quarterly Results

2008 2007 2006
(millions, except per unit amounts) Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
Clean coal production 0.B 0.2 0.3 0.2 D.3 0.3 02 30
Coal sales 04 0.2 0.3 0.3 0.2 0.2 0.2 0.4
Average sales price ($/tonne) B9 78 95 103 125 12206 90
Average cost of sales ($/tonne) 81 86 88 97 101 12130 109
Average cost of production ($/tonne) b5 68 63 63 60 86 99 104
Revenue 38.2 13.8 28.7 29.8 29.0 27.0 19.2 34.5
(Loss) income from operations @a.n @42 0.6 (0.9) 2.1 (2.1) (6.5 (10.2
Net (loss) income (2.0 4.7 (2.2 (1.8 1.7 (2.6)(6.9) (10.5)
Basic and diluted net (loss) income per (0.04) | (0.10) (0.04) (0.03) 0.03 (0.06) (0.17) @).2
share

Outlook

Metallurgical Coal Markets

Grande Cache Coal is continuing to experience gtd@mand for its coal products and anticipatesngel.3 to 0.4
million tonnes of metallurgical coal during its sed fiscal quarter. The Company continues to esértteat its coal
sales volumes for fiscal 2008 will be in the raw§d.4 to 1.6 million tonnes, contingent upon adeguail service
and the timely commissioning of equipment for fediale surface mine operations at the Corporatidn’sl2 South
B2 mine.
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Grande Cache Coal is maintaining a focus on expgnaid diversifying its customer base geographjia well as
within traditional markets to mitigate delays insgel nominations. The demand for metallurgical egkioal is
expected to remain strong over the medium termakiwide supply and demand remains balanced.

Operations

Various pieces of surface mining equipment havévedron site and initial activity in the surface mai has
commenced including grading of roads and preparatfadrill pads. The mining shovel has arrived @a and has
been substantially erected. Initial components h&f haul trucks have arrived on site and other majack

components are in transit and scheduled to arnvearly August. The mining drill has arrived andslated to be
commissioned by mid-August. The Corporation hasgiadeposits on a majority of the additional piezfeining

equipment and it is expected that this equipmefitb&i delivered during the second fiscal quarteis anticipated
that full-scale operations of the surface mine wisume in September 2007, provided the necessariygn
equipment continues to be delivered and commisdigna timely manner.

Once full-scale surface mine operations resume dbmbination of a lower strip ratio and the antitgua
productivity improvements are expected to reduapection costs from 2007 levels. As well, the Caogpion is
continuing to focus on cost control and producyivinprovements in the underground mine and the gga@lant.
These areas are not affected by the change inutffiece mining activities and with continued undergrd mine
production the Corporation anticipates it will puee sufficient coal volumes to meet its sales caments for the
first half of the fiscal year, following which threurface mine operations are expected to resume.

Production levels for fiscal 2008 will continue b2 managed according to scheduled sales volumeghand
maintenance of adequate inventory levels.

Capital Expenditures

The Corporation anticipates spending approxime®éy millionon capital additions and a drilling program in &kc
2008. Grande Cache Coal is finalizing the acqoisitbf a fleet of mining equipment with which to ope the
surface mine. Financing for the equipment is culydmeing negotiated and is expected to result@mbination of
lease and debt financing in addition to use of @i@o of the proceeds from the bought deal equiyué.
Expenditures on equipment for the Corporation’sasa@ mining fleet are expected to approximate $8kom and
will occur primarily during the second and thirdagters of the year. The Corporation has placed sitpor made
progress payments on a mining shovel, a minind, @rifleet of haul trucks, and various other pieoésnining
equipment. It is anticipated that operations in skheface mine will resume in September 2007, caht upon
timely delivery and commissioning of the mining gxent.

Other Information

The Corporation has not entered into any off-batasteeet arrangements at this time. Looking fornexgort trade
credit insurance may be used to support accoucgsvable.
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As at July 31, 2007, there were 51,057,988 comnhanes issued and outstanding, and the followingesbptions
were also outstanding:

Number Number Exercise

Share Options Outstanding Granted Vested Price Expiry Date

1,058,334 1,058,334 $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 37,500 $4.50 October 18, 2010
645,000 430,000 $2.44 April 11, 2011
525,000 175,000 $1.05 October 11, 2011
175,000 58,333 $1.05 November 16, 2011
125,000 41,667 $0.79 December 14, 2011

520,000 - $0.88 May 23, 2012

Total 3,435,834 2,113,334

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)

June 30 March 31
(unaudited) 2007 2007
Assets
Current assets
Cash and cash equivalents 3,444 $ 4,614
Restricted cash (note 3) 6,528 6,528
Accounts receivable 14,463 5,129
Inventory (note 4) 24,329 34,677
Prepaid prestrip charges (note 5) 4,193 4,193
Prepaid expenses 3,430 1,769
56,387 56,910
Deposit for future reclamation expenditures 82 82
Capital assets (note 6) 49,708 50,473
106,177 $ 107,465
Liabilities
Current liabilities
Accounts payable and accrued liabilities 12,122 $ 8,788
Revolving and term debt (note 7) 22,000 15,000
34,122 23,788
Long term debt (note 7) - 10,000
Asset retirement obligations (note 8) 3,847 3,783
Capital lease obligations 106 104
38,075 37,675
Shareholders’ Equity
Share capital (note 9) 126,979 126,979
Contributed surplus 3,378 3,036
Deficit (62,255 (60,225)
68,102 69,790
106,177 $ 107,465

Commitments and Contingencies (note 12)

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

Three months ended
June 30

(unaudited) 2007 2006
Revenue 38,160% 28,996
Expenses

Cost of product sold 22,954 15,867

Distribution 11,669 7,536

General and administrative 2,211 2,000

Depreciation, depletion and accretion 2,995 1,436

39,829 26,839

(Loss) income from operations (1,669 2,157
Other income (expenses)

Interest and other income 423 129

Interest and other expenses (519 (357)
(Loss) income before taxes (1,765 1,929
Taxes (265) (214)
Net (loss) income and comprehensive (loss) income (2,030 1,715
Deficit, beginning of period (60,225 (53,211)
Deficit, end of period (62,255% (51,496)
Net (loss) income per sharénote 10)

Basic and diluted (0.04)% 0.03

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Cash Flows
(thousands of Canadian dollars)

Three months ended

June 30
(unaudited) 2007 2006
Cash provided by (used for)
Operating activities
Net (loss) income $ (2,030)% 1,715
Items not affecting cash
Stock-based compensation (note 11) 342 406
Unrealized foreign exchange loss 369 (64)
Depreciation, depletion and accretion 2,995 1,436
1,676 3,493
Net change in non-cash working capital relating
operating activities 1,595 (16,271)
3,271 (12,778)
Financing activities
Repayment of revolving and term debt (note 7) (3,000 (670)
Proceeds on issuance of share capital (note 9) - 27,000
Share issuance costs (note 9) - (1,736)
Payment on capital lease obligations (14) -
Net change in non-cash working capital relating
financing activities 2 -
(3,012 24,594
Investing activities
Additions to mineral properties and development (37) (690)
Additions to buildings and equipment (1,023 (843)
Restricted cash (note 3) - (300)
Net change in non-cash working capital relating
investing activities - 126
(1,060 (1,707)
Effect of foreign exchange on cash and cash
equivalents (369 64
(Decrease) increase in cash and cash equivalents (1,270 10,173
Cash and cash equivalents, beginning of period 4,614 973
Cash and cash equivalents, end of period $ 3,444% 11,146

See accompanying notes to the consolidated financial statements.
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
June 30, 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 théoetine 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 income (loss) wasleq the net income (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 accouptimmpses 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. In addition, cash seduletters of credit of $1,000 have been made availto
service providers, including $300 in the first qeaof fiscal 2007.
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Notes to Consolidated Financial Statements
June 30, 2007

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

4. Inventory
June 30 March 31
2007 2007
Coal inventory $ 19,756 % 30,251
Materials inventory 4,573 4,426
Total $ 24,329 $ 34,677

5. 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 in which the surface mine contractaswinding
down its activities for the Corporation. During tlransition period, the contractor’s efforts weoeudsed on
removing waste to maximize the coal readily avddlab the Corporation, which had the affect of tenapily
increasing the strip ratio in the mine for the Hiraf future periods. These deferred charges anertized over
the future production generated by the strippirtgyeg.

6. Capital Assets

June 30 March 31
2007 2007
Mineral properties and development $ 18,435 $ 19,788
Buildings and equipment 31,047 30,456
Capital leases 226 229
$ 49,708 $ 50,473

7. Revolving and Term Debt

During the third quarter of fiscal 2006, the Comtgon entered into a $20 million secured creditilitsc
consisting of a $10 million term facility and a $tfllion revolving facility. Interest was payableomthly at a
rate of prime plus 2% per annum.

The Corporation amended and extended its secuedlit ¢acility on March 28, 2006. The restated créaicility
consisted of a $10 million term facility and a $t8lion revolving facility with interest payable mthly at a rate
of prime plus 2% per annum. The amended facilitied a maturity date of April 8, 2007, subject tore year
extension option.

In the fourth quarter of fiscal 2007, the Corparatexercised its option to extend its $10 milliemt facility and
$15 million revolving facility for an additional ge. The credit facilities are secured by a geneeaurity
agreement with interest payable monthly at a rafgrime plus 2% per annum and have a maturity datpril
8, 2008.

The credit facilities are being used to finance @eporation’s working capital. The balance on témen facility
at June 30, 2007 was $10,000. The net repaymetherevolving facility during the first quarter w&s,000
bringing the balance at June 30, 2007, to $12,000.
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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 $3,847 as at June 30, 2007, based on dubiat liability of $7,225. The Corporation’s creddjusted risk
free rates range from 5.5% to 7.6% depending onp#réod when the provision originated and the terim
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 -
Accretion expense 64
Balance — June 30, 2007 $ 3,847

9. Share Capital
Authorized

Unlimited common shares
Unlimited preferred shares, issuable in series

Issued
2007 2006
Stated Stated
(thousands) Number Value Number Value
Common shares
Balance — March 31 50,769 126,979 40,769 191,715
Shares issued on bought deal equity financing - - 10,000 27,000
Balance — June 30 50,769 126,979 50,769 8,713
Less: Share issuance costs - 1,736
126,979 $ 126,979

On April 5, 2006, the Corporation closed a bougtdldcequity financing. At closing, a total of 1@rlllion units
(“Units”) of the Corporation were issued at a prafe$2.70 per Unit for gross proceeds of $27.0iamill Each
Unit consisted of one common share and one-hatinef common share purchase warrant of the Corparatio
each whole warrant entitling the holder thereo&tojuire one common share at a price of $3.40 pEesmtil
April 5, 2007. Share issuance costs related tdthght deal equity financing were $1,736 in thetfgquarter of
2007. Warrants to purchase an aggregate of 50@0d@mon Shares at an exercise price of $3.40 pee simeil
April 5, 2007, were also issued to the agents.
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10.

11.

Net (Loss) Income per Share

The following table reconciles the denominators Basic and diluted net (loss) income per shareutations.
The treasury stock method is used to determinalilitive effect of the share options. There wasdilative
effect for the Corporation’s outstanding share amiin the current quarter as the effect of aliapexercises
would be anti-dilutive to the loss per share. Th&es no dilutive effect for the Corporation’s oatsding share
options and warrants in the prior quarter as thesewnot in-the-money during the period.

Three months ended

June 30
2007 2006
Weighted average shares
outstanding — basic and diluted 50,769 50,219
Net (loss) income $ (2,030) $ 1,715
Net (loss) income per share:
Basic and diluted $ (0.04) $ 0.03

Stock-Based Compensation

The Corporation has a share option plan, purswamthich the Board of Directors or a committee tbénmay
from time to time grant options to purchase comrsioares. Total stock-based compensation expeniseléatin
general and administrative expenses for the fustigr was $342, compared to $406 in the sameeguast year
and was a result of options granted pursuant t&€thrporation’s share option plan

As part of the Corporation’s share option plan,May 24, 2007, 520 thousand options to purchase ammm
shares were granted to employees and directofdseo€brporation 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 purclasenon shares were cancelled.

The fair value of each share option granted isregd 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-fineerest
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 3,436 $ 1.86

Of the share options outstanding at June 30, 2D@46 thousand options expire in 2009, 200 thousgtins
expire in 2010, 1,470 thousand options expire ih12@&nd 520 thousand options expire in 2012.
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Details of the share options exercisable at Jn@@07 are as follows:
Common Shares

Weighted
Average

Exercise
(thousands of shares) Number Price
1,058 $ 1.00

187 3.70

115 11.56

10 9.08

38 4.50

430 2.44

233 1.05

42 0.79
2,113 $ 2.21

12. Commitments and Contingencies

Grande Cache Coal has commitments to purchase gnagnipment from heavy equipment distributors for t
purpose of resuming full-scale operations in théase mine. Included in these commitments are angishovel
with an estimated total cost of U.S.$4.7 millionmaning drill with an estimated total cost of $Inflllion, and
haul trucks with an estimated total cost of U.S$&illion. At June 30, 2007, at total of U.S.$2.4liom in
deposits and progress payments has been made tothargurchase of this mining equipment.

13. Subsequent Events

On July 3, 2007, the Corporation made a U.S.$0lfomiprogress payment on the haul trucks for thdaze
mine operations. To date, the total payments magtards the purchase of the haul trucks is U.S.8@llibn.

On July 5, 2007, the Corporation made a commitrt@piurchase various additional pieces of equiprfamthe
surface mine and made a deposit of U.S.$0.3 milowards this purchase commitment. The total céshis
commitment is U.S.$3.0 million.

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 sharebef
Corporation calculated as at June 14, 2007. Theeshaere issued to certain directors and officdrshe
Corporation.

On July 10, 2007, the Corporation made a commitrteeptirchase tires for the fleet of haul truckstfer surface
mine and made a deposit of $0.4 million towards thirchase commitment. The total cost of this camemnt is
$0.9 million.

On July 19, 2007, Grande Cache Coal entered intagaeement with a syndicate of underwriters purst@n
which the underwriters agreed to purchase 20,50040@ts (Units") of the Corporation on a bought deal basis,
at a price of $1.30 per Unit for gross proceed&ttande Cache Coal of $26,650,000. In additionCQbeporation
has granted to the underwriters an over-allotm@tibn to purchase up to an additional 3,075,000tJai the
issue price for a period of 30 days following thesing date. Each Unit will consist of one commdare and
one-half of one common share purchase warrant, eaoke warrant entitling the holder thereof to a@cguwne
common share at a price of $1.60 per share forrmp®f one year from the closing date. The offgris
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scheduled to close on or about August 9, 2007 arsdilbject to certain conditions including, but hwited to,
the receipt of all necessary approvals.

On July 25, 2007, the Corporation made a $0.7 onilprogress payment on the mining drill for thefaee mine
operations. To date, the total payments made tamhepurchase of the mining drill is $1.3 million.
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READER ADVISORY

Non-GAAP Financial Measure

This news release contains the term "EBITDA" whigmot a recognized measure under Canadian genakpted
accounting principles ("GAAP"). 1t is therefore likely to be comparable to similar measures preskrty other
companies. Management defines EBITDA as income foparations before depreciation, depletion and edicer

expense. EBITDA is presented on a consistent bemis period to period. Management uses EBITDA tseas the
operating performance of Grande Cache Coal's oggbirsiness without the effects of depreciation,letegn and

accretion expenses, interest, tax and non-recuitémgs. Management excludes depreciation, depletimh accretion
expense because it largely depends on the accgumithods and assumptions used, as well as noatopefactors

such as the historical cost of capital assets. ament excludes non-recurring items because theyramnsitional in

nature. Management believes that in addition tonme from operations, EBITDA is a useful supplememtaasure as it
allows management to compare Grande Cache Coaltatoy performance on a consistent basis. Manageedieves

that certain investors and analysts use EBITDA éasnre a company's ability to service debt andetet mther payment
obligations, or as a common valuation measuremerihé mining industry. The most comparable GAAPaficial

measure is net income.

Forward-looking Statement Advisory

This news release contains certain forward-lookitagements, which are based on Grande Cache Coakst internal
expectations, estimates, projections, assumptiadsbaliefs, 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 noagiess of future performance and undue relianceldmmt 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, chamgegneral economic, market and business conditionsertainties
associated with estimating the quantity and qualftgoal reserves and resources; commodity prim@sency exchange
rates, capital expenditures and debt service rengints; dependence on a single rail system; chaonglegislation;
liabilities inherent in coal mine development amdduction; competition for, among other things, italpacquisitions 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; actiopgovernmental
or regulatory authorities including increasing t&@nd changes in other regulations; and the ogweref unexpected
events involved in coal mine development and prodncMany 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 besssd 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 CRieancial 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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