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GRANDE CACHE COAL CORPORATION ANNOUNCES
THIRD QUARTER FISCAL 2007 FINANCIAL AND OPERATING R ESULTS

Calgary, Alberta, February 7, 2007— Grande Cache Coal Corporation (GCE-TSX) ("Gra@dehe Coal" or the
"Corporation") announced today its financial aneéming results for the three and nine months ermstEmber
31, 2006.

Total sales volumes during the quarter were 0.8anitonnes generating revenue of $28.7 millionhvah
average sales price of $95 per tonne. The sales foi metallurgical coal sales was $102 for thartpr
and $109 year to date.

Grande Cache Coal’s cost of coal produced in tird tjuarter was $63 per tonne, compared to $99 per
tonne in the same period of the prior year. Thindrter cost of sales was $88 per tonne, comparg&87o
per tonne in the prior quarter and $130 per tonrteé third quarter of last year.

Income from operations was $0.6 million in the dhjuarter and $1.8 million year to date.
EBITDA was $1.1 million in the quarter and $5.1 lioih year to date.

The Corporation incurred a net loss of $2.2 million$0.04 per share in the third quarter and dasst of
$2.3 million, or $0.04 per share for the year tteddue primarily to $2.2 million in demobilizatiaharges
paid on the conclusion of a mining services contrac

On October 25, 2006, the Corporation announcedetim of its mining services contract with North
American Energy Partners and demobilization ofetp@gipment was completed in December.

Grande Cache Coal is in the process of securinges 6f mining equipment with which to operate the
surface mine and financing alternatives are beiegptiated. The Corporation has placed a deposd on
mining shovel which is expected to be onsite infitst quarter of fiscal 2008 and it is currentiytizipated
that full operations in the surface mine will resuim the second quarter of fiscal 2008.

In December 2006 Mr. Eugene H. Nagai was appoitdettie position of Vice President, Marketing and
Transportation. Mr. Nagai is responsible for ajpexts of the Corporation’s marketing activitiesasd| as
overseeing the distribution of coal from the miite £ customers.

The Corporation anticipates that coal sales volufoediscal 2007 will be approximately 1.0 million
tonnes, due to certain fourth quarter shipmenppslp into the first quarter of fiscal 2008. Thippage is
anticipated to occur due to severe weather comditibhat have limited the amount of coal that Grande
Cache Coal’s rail provider has been able to mové&Viestshore Terminals. In addition, poor weather
conditions have slowed vessel loading resulting iressel backlog.

Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals are operating a mining operation phatluces metallurgical coal for the steel industng 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 Torontck$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 periodeenDecember 31, 2006, and the audited consolidatedcial
statements, notes and related MD&A thereto of Gea@dche Coal Corporation (“Grande Cache Coal” er th
"Corporation") for the fiscal year ended March 2006. 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 ofCthoration'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 February 6, 2007.

Certain information set forth in this MD&A, incluadlj 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 reliancelghumat 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, capitpkenditures and debt service requirements; depeaden a
single rail system; changes to legislation; lidlei inherent in coal mine development and produac¢tcompetition
for, among other things, capital, acquisitions e$arves, undeveloped lands and skilled personeelogical,
mining and processing technical problems; abildyobtain required mine licenses, mine permits agllatory
approvals required to proceed with mining and @uatessing operations; ability to comply with cutrand future
environmental and other laws; actions by governaleot regulatory authorities including increasiraxds and
changes in other regulations; and the occurrencaenekpected events involved in coal mine developnagal
production. Many of these risks and uncertaintiesdescribed in Grande Cache Coal's 2006 Annualnmdtion
Form, Grande Cache Coal's Management's Discusswmiaalysis and other documents Grande Cache @eal f
with the Canadian securities authorities.

Readers of this Management'’s Discussion and Arebtsbuld refer to the section entitled “Risk Fegtdon Grande
Cache Coal’'s 2006 Management’s Discussion and Argabnd 2006 Annual Information Form for factorsickh
could potentially impact the Corporation’s finangarformance 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) 2006 2006
Balance Sheet

Total assets 1154 90.7

Long-term liabilities 13.7 13.5

Shareholders’ equity 74.1 50.1

Three months ended
December 31

Nine months ended
December 31

(millions of dollars, except per share amounts) 2006 2005 2006 2005
Income Statement
Revenue 28.7 19.2 87.5 63.1
Cost of sales 26.4 23.6 77.9 85.6
Income (loss) from operations 0.6 (6.5) 1.8 (29.1)
Net loss (2.2) (6.9) (2.3) (29.5)
Basic and diluted net loss per share (0.04) (0.17) (0.04) (0.73)

Three months ended
December 31

Nine months ended
December 31

(millions, except per tonne amounts) 2006 2005 2006 2005
Statistics
Clean coal production 0.3 0.2 0.8 0.7
Coal sales 0.3 0.2 0.8 0.7
Average sales price ($/tonne) 95 106 106 93
Average cost of sales ($/tonne) 88 130 95 125
Average cost of production ($/tonne) 63 99 62 104
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Revenue

Sales revenue in the third quarter was $28.7 miltin 0.3 million tonnes sold for an average sateemf $95 per
tonne, compared with sales revenue of $19.2 miltiorD.2 million tonnes sold for an average salésepof $106
per tonne in the same quarter last year. Salesnasun the current quarter included coking coas&r2%) which
carried an average realized price of $108 per toR@ coal sales (18%) which carried an averagkzeshsales
price of $76 per tonne and thermal coal sales (10%bich carried an average realized price of $35tpene. The
low price on PCI and thermal coal sales had theltre$ reducing the total average sales price pené.

Year to date sales revenue was $87.5 million onnfllBon tonnes sold compared to revenue of $63illian on
sales volume of 0.7 million tonnes last year. Therage realized sales price for the year was $H¥i6tgnne
compared to $93 per tonne last year reflectinggadri U.S. dollar sales price, a higher price onntia¢ sales and a
stronger Canadian dollar.

The average sales price achieved on U.S. dollasrdevated metallurgical coal sales was U.S.$89 qend in the
third quarter and U.S.$96 per tonne year to datmpared to U.S.$116 per tonne in the third qudastryear and
U.S.$85 per tonne year to date in fiscal 2006. Setdumes in the third quarter included U.S. dodlanominated
sales of PCI product sold at U.S.$65 per tonnelendther metallurgical coal sales in the quartearaged U.S.$95
per tonne.

Production Costs and Cost of Sales

The third quarter clean coal production cost wa3 @€r tonne, compared to $99 per tonne in the sprader last
year. The year to date cost of coal produced waspg® tonne, compared to $104 per tonne in the gear. The
Corporation is continuing to focus efforts on reidgcproduction costs.

As the strip ratio remaining over the life of therent surface mining area has been reduced tueh below the
average for the mine, the decision was made tattlemdCorporation’s relationship with its surface eicontractor
and secure a fleet of mining equipment appropsiateded to the lower strip ratio mining conditiofduring the
transition period, the contractor’s efforts wereused on removing waste to maximize the coal readihilable to
the Corporation, which had the affect of tempoyaitiicreasing the strip ratio in the mine for thendiit of future
periods. Certain stripping costs have been capédlincluding $1.0 million in the third quarter aid.3 million
year to date. These prepaid costs will be amortizesr the future coal production generated by tingpEng
activity which occurred during the transition perid he remaining strip ratio in the surface minexpected to be
below 5:1 and the Corporation expects that the tairg ratio combined with the ownership and dirggeration of
equipment will lower the future production cashtsads the surface mine.

The Corporation’s third quarter cost of sales w26.4 million on 0.3 million tonnes, or $88 per tencompared to
$23.6 million on 0.2 million tonnes, or $130 pente in the same quarter of fiscal 2006. The cosatis consisted
of cost of product sold of $18.0 million ($60 pente) and distribution costs of $8.4 million ($2& ponne). The
cost of product sold and distribution costs for thied quarter of fiscal 2006 were $20.4 millioriL($3 per tonne)
and $3.2 million ($17 per tonne), respectively.

The year to date cost of sales in fiscal 2007 was3million or $95 per tonne compared to $85.8iomlor $125
per tonne in fiscal 2006. The year to date costabés consisted of cost of product sold of $52 /ani($64 per
tonne) and distribution costs of $25.1 million (43dr tonne). The cost of product sold and distridvutosts for the
year to date in fiscal 2006 were $70.7 million (3X&r tonne) and $14.9 million ($22 per tonne)peesively.

For both the third quarter and the year to date,dbcrease in the unit cost of product sold contbtrehe prior
periods is a result of improved productivities asrall areas of the operation, a lower strip ratithe surface mine
and a higher plant yield. The Corporation has afsale a concerted effort to eliminate the servidesoatractors
that carry high markup rates and replace the es$sntvices with Grande Cache Coal employees goghment.
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The increase in distribution costs for both therenir quarter and the year to date compared toribe periods is
mainly due to the proportion of shipments to eastéorth America which carry higher rail rates thanipments to
port in western Canada, and the impact of fuellganges on rail costs. The third quarter of last w0 had a high
proportion of thermal coal sales which substantikivered the overall distribution cost per tonfbe distribution
cost on metallurgical coal sales was $23 per témitige third quarter of fiscal 2006.

Other Operating Expenses

General and administrative expenses were $1.2omillh the third quarter compared to $1.1 milliontfre same
period last year and $4.4 million year to date carad to $4.0 million in fiscal 2006. Included ireie costs this
quarter were head office administrative and manietharges of $1.0 million ($1.2 million — 2006)eaf to date
head office administrative and marketing chargesev#2.9 million this year compared to $3.2 millitast year.
Also included in general and administrative expsnsere non-cash charges for stock-based compengztH0.4
million in the third quarter ($0.1 million — 2006hd $1.0 million year to date ($0.6 million — 2006eneral and
administrative expenses in the third quarter atedude a foreign exchange gain of $0.2 million sfillion —
2006) and a year to date foreign exchange los®.&f &illion ($0.2 million — 2006).

Depreciation, depletion and accretion charges W8rd million in the third quarter compared to $tnillion in the

same quarter of last year. Inventory at December2806, included $1.6 million in depreciation, dejgn and
accretion charges, an increase of $0.9 million fi®eptember 30, 2006. Year to date depreciatiorietiep and

accretion expenses were $3.3 million compared t6 8fllion in the prior year. The year to date ease is largely
a result of increased production as well as thatiaddand productive use of more capital assets.

Other Income (Expenses)

Grande Cache Coal’s interest and other income Wels i§illion in the third quarter of both this yeand last year,

while year to date it was $0.3 million in fiscal®0compared to $0.4 million in the prior year. hatt and other

income consists primarily of interest earned oitricted cash, interest earned on short term investsnand access
fees charged for the use of roads belonging t&trporation.

Interest and other expenses were $0.5 millionértlfird quarter compared to $0.2 million last yaad $1.2 million
year to date compared to $0.4 million year to datscal 2006. Interest charges consist primaoflynterest paid
on the revolving and term debt.

Non-recurring charges were $2.2 million during thed quarter and $2.5 million year to date. Thegpenses
consist of $2.2 million in demobilization costs ghaio the surface mining contractor in connectiorihwihe
termination of the contract and a charge of $0.8iani as a fee for the cancellation of a plannedigeent
purchase.

Liquidity and Capital Resources

As at December 31, 2006, the Corporation had cadhcash equivalents of $3.7 million. During thedhjuarter,
the Corporation’s cash position did not change cmegb to a cash use of $2.6 million in the sametguéast year.
The Corporation’s cash position has increased $@libn over the last nine months from $1.0 milliahMarch 31,
2006.

Operating activities in the third quarter resuliieé cash use of $5.1 million compared to a cashofi$19.2 million
in the same quarter last year. For the year to, dgterating activities have resulted in a cash etes® of $18.4
million, compared to a cash decrease of $37.4anilln fiscal 2006.
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Cash provided by operations before changes in ash-working capital was $2.0 million year to da@mpared to
a cash use of $26.0 million in the prior year. Tiniprovement was due to improved operating regdterated by
the reduction in the unit cost of coal produced.

Third quarter financing activities generated cak$i®5 million, consisting of proceeds drawn on teeolving debt
facility. In the same quarter last year, financaugivities generated cash of $20.0 million consgtf $10.0 million
from the revolving debt facility and $10.0 millidrom the term debt facility. During the first nimeonths of the
fiscal 2007, financing activities have generateshcaf $28.8 million. The Corporation closed a bdutgal equity
financing for net proceeds of $25.3 million. A toté 10.0 million units (“Units”) of the Corporatiowere issued at
a price of $2.70 per Unit for gross proceeds of Bfifion. Each Unit consisted of one common shareé ane-half
of one common share purchase warrant of the Cdiporaeach whole warrant entitling the holder tloéréo
acquire one common share at a price of $3.40 mmeaimtil April 5, 2007. The proceeds of the eqtiityancing
were used to finance the Corporation’s capital egfiares and provide additional working capitalahissuance
costs related to the bought deal equity financiegen$1.7 million.

The Corporation has a $15.0 million revolving ctddrility used to fund working capital requiremgnThe net
proceeds from the revolving facility during thesfinine months of the year were $3.5 million bnrggthe balance
at December 31, 2006 to $15.0 million

Investing activities in the third quarter resultada cash decrease of $2.4 million compared to 88li&n last year
and a year to date cash use of $7.7 million conth#we$13.3 million in fiscal 2006. Cash used indsting
activities included $1.0 million in the third quartand $4.3 million year to date for prestrippir@ities in the
surface mine. As the strip ratio remaining over lifee of the current surface mining area has bestuced, the
decision was made to end the Corporation’s relatignwith its surface mine contractor and securiéeet of
mining equipment more appropriately sized to thaais lower strip ratio mining conditions. Duringettransition
period, the contractor’s efforts were focused omaeing waste to maximize the coal readily availatiethe
Corporation, which had the affect of temporarilgrizasing the strip ratio in the mine for the benefifuture
periods.

Cash invested in capital projects was $1.2 milliothe third quarter ($3.2 million — 2006) and $&blion year to
date ($15.4 million — 2006). Included in the yeadate capital spending for fiscal 2007 was thanéfof U.S.$1.0
million on the cancellation of an equipment purehder which a deposit had previously been made. The
Corporation had commitments to purchase a miningvahand a drill from a major mining equipment
manufacturer. The estimated total cost of the eqgaig was U.S.$16 million, with progress paymentgied over

the course of the manufacturing process. The Catjoor cancelled this commitment on September 86200 the
date of cancellation, progress payments of U.S.$&d been paid towards this commitment. Of the $4.3.
million already paid, U.S.$3.4 million has beendise purchase underground mining equipment fromsgmme
vendor, U.S.$0.3 million was retained by the vena®ma cancellation fee and U.S.$1.0 million wasrretd to the
Corporation.

Grande Cache Coal believes the current revolvirglitia is sufficient to fund its ongoing working péal
requirements. The Corporation expects to maintaifficeent inventory levels at the port to meet aumser
requirements, provided adequate rail service idabla. At December 31, 2006, the Corporation had.$ million
in coal inventory, compared to $33.9 million at #el of the previous quarter.

The Corporation did not have any off-balance sffieancing structures in place at December 31, 200& only
long term liabilities of the Corporation are assgirement obligations with a present value of $8ilfion and long
term debt of $10.0 million. Grande Cache Coal'sasstirement obligations are covered by a casloslepf $0.1
million and letters of credit totaling $5.5 milligerovided to the Alberta Government, which are endly secured
by restricted cash.
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Grande Cache Coal is securing a fleet of miningipggant with which to operate the surface mine. Ranag
alternatives for the equipment requirements areeatly being assessed and are expected to resaltégmbination
of lease and debt financing. The Corporation hasgd a U.S.$0.3 million deposit on a mining shdeelthe
surface operation which is expected to be onsitthénfirst quarter of fiscal 2008. Capital expeunrdis for the
surface mine are expected to total approximated/8lion, with $5 million to be incurred in the diath quarter of
2007 and the balance during the first and secoadeps of fiscal 2008.

Summary of Quarterly Results

2007 2006 2005
(millions, except per unit amounts) Q3 Q2 Q1 Q4 Q3 Q2 Q1 QA4
Clean coal production 0.3 0.2 0.3 0.3 0.2 0.3 02 2|0
Coal sales 0.3 0.3 0.p 0.2 0.2 0.4 D.1 0.2
Average sales price ($/tonne) 95 103 125 122 106 90 81 65
Average cost of sales ($/tonng 88 97 101 121 130 09 1 172 111
Average cost of production 63 63 60 86 99 104 110 94
($/tonne)
Revenue 28.7 29.8 29)0 27.0 19.2 34.5 9.4 1.9
Income (loss) from operations 0.6 (0.9) 2.1 (2.1) 6.5 (10.2) (12.4) (10.3
Net (loss) income (2.2) (1.8) 17 (2.6) (6.9) (305 (12.2) (10.2)
Basic and diluted net (loss) (0.04) (0.03) 0.03 (0.06) (0.17) (0.26) (0.30) .2
income per share

Outlook

Operations

The Corporation continues to focus on cost corarm productivity improvement. The change in thdase mine
from a contractor to a Grande Cache Coal ownedogredated fleet is expected to reduce productiotscdshis
change together with the remaining strip ratiolie surface mine at levels lower than the averageht pit is
expected to result in cash cost improvements irstitace mine. It is currently anticipated that Ggerations in the
surface mine will resume in the second quarterisafaf 2008. In the interim period, raw coal willntmue to be
hauled from the surface mine to the process pent¢guired.

In early January, the Corporation temporarily stutn operations in the processing plant and undargt mine in
order to control coal inventory levels at the méite. Employee call backs have occurred and thergndund mine
has resumed operations. The processing plant &ceeghto resume production in mid February.

The underground mine and coal processing activaiesnot affected by the change in surface minatiyities. The
Corporation has sufficient raw and clean coal inegnat the mine site to be able to meet its sadgsmitments for
the remainder of the current fiscal year providaill service is adequate. Sales commitments forfitee half of
fiscal 2008 will be met by utilizing the raw coalvientory currently available in the surface mingetiher with
production from the underground mine.

Production levels for the remainder of fiscal 2@®id throughout fiscal 2008 will continue to be ngethaccording
to scheduled sales volumes.
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Metallurgical Coal Markets

The Corporation anticipates that coal sales volufbefiscal 2007 will be approximately 1.0 millidonnes, due to
certain fourth quarter shipments slipping into finst quarter of fiscal 2008. This slippage is aiptated to occur
due to severe weather conditions that have limitedamount of coal that Grande Cache Coal’s railider has

been able to move to Westshore Terminals. In amditpoor weather conditions have slowed vesselihgad
resulting in a vessel backlog.

Negotiations for coal sales in the upcoming coaryare currently ongoing with both new and existingtomers.
Grande Cache Coal is maintaining a focus on expgnaid diversifying its customer base geographicaiwell as
within traditional markets to mitigate delays irsgel nominations.

The demand for metallurgical coking coal is expedteremain strong over the medium term as worlévadpply
and demand remains balanced.

Capital Expenditures

The Corporation anticipates spending approximabélynillion on capital additions and a drilling program in &kc
2007. Expenditures on equipment for the Corpor&iaurface mining fleet are expected to approxint3®
million, with $5 million to be incurred during tHeurth quarter of 2007 and the balance duringafi2©08.

Other Information

The Corporation has not entered into any off-batagteeet arrangements at this time. Looking fornexdort trade
credit insurance may be used to provide securitpém-payment on certain coal sale transactions.

As at February 6, 2007, there were 50,768,688 camsamares issued and outstanding, and the followtraye
options were also outstanding:

Number Number Exercise
Share Options Outstanding Granted Vested Price Expiry Date

1,058,334 700,000 $1.00 March 21, 2009
162,500 162,500 $3.70 July 21, 2009
37,500 37,500 $3.70 August 8, 2009
125,000 100,000 $11.56 March 15, 2010
10,000 10,000 $9.08 June 9, 2010
75,000 37,500 $4.50 October 18, 2010
698,332 248,332 $2.44 April 11, 2011
525,000 - $1.05 October 11, 2011
175,000 - $1.05 November 16, 2011
125,000 - $0.79 December 14, 2011

Total 2,991,666 1,295,832

There are also 5,500,000 warrants outstandingcesedale at a price of $3.40 per share until Apri2607.
Additional Information
Additional information regarding the Corporationdaits business operations, including the Corpon&i@annual

information form for the fiscal year ended March, 2D06, 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) 2006 2006
Assets
Current assets
Cash and cash equivalents 3,694 $ 973
Restricted cash (note 2) 6,528 6,138
Accounts receivable 14,112 2,836
Inventory (note 3) 34,078 26,509
Prepaid prestrip charges (note 4) 4,325 -
Prepaid expenses 756 1,490
63,493 37,946
Deposit for future reclamation expenditures 82 82
Mineral properties and development 20,650 21,074
Buildings and equipment 31,176 31,646
115,401 $ 90,748
Liabilities
Current liabilities
Accounts payable and accrued liabilities 12,534 $ 15,653
Revolving debt (note 5) 15,000 11,500
27,534 27,153
Long term debt (note 5) 10,000 10,000
Asset retirement obligations (note 6) 3,722 3,470
41,256 40,623
Shareholders’ Equity
Share capital (note 7) 126,979 101,715
Contributed surplus 2,644 1,621
Deficit (55,478 (53,211)
74,145 50,125
115,401 $ 90,748

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

Three months ended Nine months ended
December 31 December 31

(unaudited) 2006 2005 2006 2005
Revenue $ 28,689% 19,213% 87,463% 63,135
Expenses

Cost of product sold 18,005 20,358 52,846 70,632

Distribution 8,426 3,194 25,061 14,924

General and administrative 1,167 1,144 4,429 4,047

Depreciation, depletion and accretion 533 1,064 3,296 2,588

28,131 25,760 85,632 92,191

Income (loss) from operations 558 (6,547, 1,831 (29,056)
Other income (expenses)

Interest and other income 89 71 310 431

Interest and other expenses (465) (240; (1,243 (392)

Non-recurring charges (Note 8) (2,206 - (2,541 -
Loss before taxes (2,024 (6,716, (1,643 (29,017)
Taxes (203 (159) (624) (481)
Net loss (2,227 (6,875, (2,267 (29,498)
Deficit, beginning of period (53,251 (43,716 (53,211 (21,093)
Deficit, end of period $ (55,478% (50,591% (55,478% (50,591)
Net loss per shargnote 9)

Basic and diluted $ (0.04% (0.17)$ (0.04)% (0.73)

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

Three months ended
December 31

Nine months ended
December 31

(unaudited) 2006 2005 2006 2005
Cash provided by (used for)
Operating activities
Net loss $ (2,227$ (6,875% (2,267)% (29,498)
Items not affecting cash
Stock-based compensation (note 10) 370 61 1,023 583
Unrealized foreign exchange loss (gain) 22 87 (83) 362
Depreciation, depletion and accretion 533 1,064 3,296 2,588
(1,302) (5,663 1,969 (25,965)
Net change in non-cash working capital relating
operating activities (3,783) (13,508) (20,364 (11,457)
(5,085) (19,171) (18,395 (37,422)
Financing activities
Proceeds on revolving and term debt (note 5) 7,500 20,000 3,500 20,000
Proceeds on issuance of share capital (note 7) - 17 27,000 1,545
Share issuance costs (note 7) - - (1,736 (1)
Repayment of notes payable (note 11) - - - (3,752)
Net change in non-cash working capital relating
financing activities - - - 145
7,500 20,01 28,764 17,937
Investing activities
Additions to mineral properties and development (470 (936 (2,175 (4,202)
Additions to buildings and equipment (745 (2,262 (827 (11,177)
Restricted cash (note 2) - (200) (390; 3,608
Net change in non-cash working capital relating
investing activities (1,141 82z (4,339 (1,523)
(2,356 (3,316 (7,731 (13,294)
Effect of foreign exchange on cash and cash
equivalents (22) (87 83 (229)
Increase (decrease) in cash and cash equivalents 37 (2,557 2,721 (33,008)
Cash and cash equivalents, beginning of period 3,657 5,004 973 35,455
Cash and cash equivalents, end of period $ 3,694% 2,447 % 3,694% 2,447

See accompanying notes to the consolidated financial statements.
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Notes to Consolidated Financial Statements
December 31, 2006

(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 Madgt2006.

The interim consolidated financial statements sthdug read in conjunction with the Corporation’s ited
consolidated financial statements and notes théoetihe year ended March 31, 2006.

Certain prior year’s figures have been reclassiftedonform to the presentation adopted in theesuryear.

Restricted Cash

Cash secured letters of credit in the amount B3 have been provided to the Alberta Minister imaRce for
abandonment security to cover anticipated costedamation for the Corporation’s mining areas,cessing
facilities and surrounding infrastructure, incluglii90 provided in the second quarter of this y&amaddition,
cash secured letters of credit of $1,000 have besfe available to service providers, including $p8tvided in
the first quarter of this year.

Inventory
December 31 March 31
2006 2006
Coal inventory $ 30,866 % 25,041
Materials inventory 3,212 1,468
Total $ 34,078 $ 26,509

Prepaid Prestrip Charges

In accordance with EIC-160: Stripping Costs Incdria the Production Phase of a Mining Operatiorg th
Corporation has capitalized certain stripping casféscal 2007, including $3.3 million during tilsecond quarter
and $1.0 million during the third quarter, due tiimg conditions in which the surface mine contoactvas
winding down its activities for the Corporation. ihg the transition period, the contractor’s effontere focused
on removing waste to maximize the coal readily ladé to the Corporation, which had the affecteshporarily
increasing the strip ratio in the mine for the Haref future periods. These deferred charges bdlamortized
over the future production generated by the stigictivity which occurred during the second arnidithuarters.

Revolving and term debt

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

The Corporation amended and extended its secueslit ¢acility on March 28, 2006. The restated créacility
consists of a $10 million term facility and a $18lion revolving facility. Interest is payable mdiy at a rate of
prime plus 2% per annum. The facilities are secined general security agreement and have a matiatie of
April 8, 2007, subject to a one year extensionapti

The credit facilities are being used to finance ®erporation’s working capital and also allowed ftie

retirement of a $5 million loan the Corporatione®ed from a member of the Board of Directors ia third

quarter of fiscal 2006. The loan was secured by iovantory at port, was interest bearing at 8% qu@mum and
repayable 2 months from the date of receipt.

The net repayment on the revolving facility duriting first quarter was $670 bringing the balancduate 30,
2006, to $10,830. The net repayment on the revglfaeility during the second quarter was $3,330dirig the
balance at September 30, 2006, to $7,500. Theansdwing on the revolving facility during the thigharter was
$7,500 bring the balance at December 31, 20061 5¢090.
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
December 31, 2006

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

6. 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 $3,722 as at December 31, 2006, based otalftbure liability of $7,225. The Corporation’sedit
adjusted risk free rates range from 5.5% to 7.6@edding on the term of estimated years to reclamati

The following table reconciles the Corporation’setsetirement obligations:
Nine
months ended
December 31

2006
Balance — March 31, 2006 $ 3,470
Increase in liability 72
Accretion expense 180
Balance — December 31, 2006 $ 3,722
7. 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 0,000 27,000
Balance — December 31, 2006 50,769 128,7
Less: Share issuance costs 1,736
$_126,979

On April 5, 2006, the Corporation closed a bougrdldequity financing. At closing, a total of 1@xlllion units
(“Units”) of the Corporation were issued at a pride$2.70 per Unit for gross proceeds of $27 milli@ach Unit
consisted of one common share and one-half of onenon share purchase warrant of the Corporatioth ea
whole warrant entitling the holder thereof to acquine common share at a price of $3.40 per shwile®pril 5,
2007.

Share issuance costs related to the bought deiy éigancing were $1,736 in the first quarter ®Z. Warrants
to purchase an aggregate of 500,000 Common Shiaaesexercise price of $3.40 per share until Apri2007,
were also issued to the agents.

8. Non-recurring Charges

In the second quarter of 2007, Grande Cache Coatried a charge of $335 for cancelling a commitntent
purchase mining equipment from a major equipmentufacturer.
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Notes to Consolidated Financial Statements
December 31, 2006

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

10.

During the third quarter of 2007, demobilizatioraoffes of $2,206 were paid by the Corporation tafNor
American Energy Partners as part of ending a cotiarelationship.

These expenses are not expected to occur agdia future and have been classified as non-recucosts. The
non-recurring costs have been classified as Otkpeises as they are not part of the continuingadapy
operations of the mine.

Net Loss per Share

The following table reconciles the denominatorskfasic and diluted net loss per share calculatibhs.treasury
stock method is used to determine the dilutivectftd the share options. There was no dilutive affer the
Corporation’s outstanding share options and wasrastthey were not in-the-money during the quasted, the
effect of all option and warrant exercises wouldabg-dilutive to the loss per share in the prieasy

Three months ended Nine months ended
December 31 December 31
2006 2005 2006 2005
Weighted average shares
outstanding — basic and diluted 50,769 40,767 ,580 40,626
Net loss $ (2,227) $ (6,875) $ (2,267) $ (29,498)
Net loss per share:
Basic and diluted $ (0.04) $ (0.17) $ (0.04) $ (0.73)

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 commsloares. Total stock-based compensation expenisel@atin

general and administrative expenses for the thiiattgr was $370 compared to $61 in the same quadkeyear
and was a result of options granted pursuant taCtmporation’s share option plan. The year to dédek based
compensation was $1,023 compared to $583 in tloe peiar.

On April 12, 2006, 900 thousand options to purchasamon shares were granted to employees and atisenft
the Corporation under the Corporation’s share oppitan at an exercise price of $2.44 per share. dtions
have a five year term and are subject to an 18 imeedting period.

On July 28, 2006, 35 thousand options to purchasenton shares were cancelled and on September 26, 20
188 thousand options to purchase common sharescapcelled.

As part of the Corporation’s share option plan,Getober 12, 2006, 525 thousand options to purchasemon
shares were granted to employees and directoledforporation at an exercise price of $1.05, owndxtber 17,
2006, 175 thousand options to purchase common sivegee granted to employees of the Corporationnat a
exercise price of $1.05 and on December 15, 2086, thousand options to purchase common shares were

granted to employees of the Corporation at an éseqrice of $0.79. The options have a five yeantand are
subject to an 18 month vesting period.

On October 26, 2006, 5 thousand options to purcbasanon shares were cancelled, on November 10,, ZH6
thousand options to purchase common shares weceltzth on November 30, 2006, 23 thousand options t
purchase common shares were cancelled and on Dece&¥8p2006, 13 thousand options to purchase common
shares were cancelled.
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
December 31, 2006

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

11.

The fair value of each share option granted isreg®d on the date of the grant using the Black-l&shaoption
pricing model, using an estimated volatility at tivae of each grant between 42% and 86%, risk-finéerest

rates of 3% to 4% and expected lives of five years.

Details of the share options outstanding are dgvist

Common Shares

Weighted
Average
Exercise
(thousands of shares) Number Price
Outstanding — March 31, 2006 1554 $ 273
Granted 900 2.44
Cancelled - -
Exercised - -
Outstanding — June 30, 2006 2454 $ 262
Granted - -
Cancelled 223 3.48
Exercised - -
Outstanding — September 30, 2006 2,231 2.54
Granted 825 1.01
Cancelled 64 4.44
Exercised - -
Outstanding — December 31, 2006 2,992 2.08

Details of the share options exercisable at Dece®ibe2006 are as follows:

Common Shares

Weighted
Average

Exercise
(thousands of shares) Number Price
700 $ 1.00

200 3.70

100 11.56

10 9.08

38 4.50

248 2.44
1,296 $ 2.67

Of the share options outstanding at December 3@6,20,259 thousand options expire in 2009, 210 shnd

options expire in 2010, and 1,523 thousand optéxpére in 2011.
Notes Payable

The Corporation entered into a coal sale agreentatieid April 13, 2004, with a Japanese trading caomgthe
“Trading Co.”) for the sale of approximately 25000@nnes of metallurgical coal to the Trading Cg. b
September 30, 2005. In conjunction with the cadé agreement, the parties entered into an advsanment
agreement pursuant to which the Trading Co. agreedivance U.S.$4,000 to the Corporation. As theace
was denominated in U.S. dollars, changes in the/Ca®adian dollar exchange rate impacted the cayryalue

of the note.
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12.

13.

Repayment of the advance occurred through a rexdudtithe price per tonne otherwise payable byTialing
Co. for coal delivered under the coal sale agreéniauring the second quarter of 2006, the remaindéne coal
under the agreement was shipped and the balancg aveis repaid.

Commitments

The Corporation had previously made commitmenjsutechase a mining shovel and a drill from a majaring
equipment manufacturer. The estimated total coth@Equipment was U.S.$16 million, with progreagments
required over the course of the manufacturing pec€he Corporation cancelled this commitment quteSeber

8, 2006. To the date of cancellation, progress mays of U.S.$4.7 million had been paid towards this
commitment. Of the U.S.$4.7 million already paid.S\$3.4 million has was used to purchase undergroun
mining equipment from the same vendor, U.S.$0.3onilwas retained by the vendor as a cancellatan &nd
U.S.$1.0 million was returned to the Corporation.

Grande Cache Coal has a commitment to purchaseiagrshovel from a major heavy equipment distribdioo
an estimated total cost of U.S.$4.7 million.

Subsequent Events

On January 4, 2007, the Corporation placed a U.38&lion deposit on the mining shovel for the fage mine
operations. To date, the total deposit placed emiming shovel is U.S.$0.3 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 theyramsitional 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 income from operations.

Caution on Forward-looking Statements

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 statemerithiese 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; chaoglegislation;
liabilities inherent in coal mine development amdduction; competition for, among other things, italpacquisitions of
reserves, undeveloped lands and skilled persomgesitogical, 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 2006 Annual Information Form, Grandehe Coal's Management's Discussion and Analysisotrer
documents Grande Cache Coal files with the Canasbanrities authorities. Copies of these documargsavailable
without charge from Grande Cache Coal or may besssx on Grande Cache Coal's website (www.gccagl.opon
the website maintained by the Canadian securigigslatory authorities (www.sedar.com).

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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