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NEWS RELEASE

GRANDE CACHE COAL CORPORATION ANNOUNCES
SECOND QUARTER FISCAL 2007 FINANCIAL AND OPERATING RESULTS

Calgary, Alberta, November 13, 2006- Grande Cache Coal Corporation (GCE-TSX) ("Gratidehe Coal" or the
"Corporation") announced today its financial an@éming results for the three and six months er@kgatember 30,
2006.

- Revenue of $29.8 million was earned on sales voduafied.3 million tonnes in the quarter for an agera
sales price of $103 per tonne.

- The Corporation’s cost of coal produced was $63tpene in the second quarter, compared to $104 per
tonne in the second quarter of the prior year. @dssales in the second quarter was $97 per tonne,
compared to $101 per tonne in the first quartergi@P in the prior year.

- Grande Cache Coal’s net loss for the second quaeer$1.8 million, or $0.03 per share. Year to dite
Corporation experienced a net loss of $0.04 millmr$0.00 per share.

- EBITDA (earnings before interest, tax, depreciateomd amortization) was $0.4 million in the second
quarter, and $4.0 million year to date.

- During the second quarter, Grande Cache Coal aatjain additional 4,016 hectares of coal leaselen t
Smoky River Coalfield. Additional exploration witlave to be conducted to define a coal reserve @n th
new lease areas in compliance with National Instmin3-101 - Standards of Disclosure for Mineral
Projects, however, the leases are expected toinardal of hard coking quality similar to other toan
the property.

- Subsequent to the end of the second quarter, thgo€dion announced the end of its relationshighwit
North American Energy Partners (“NAEP”). Grande &adCoal hired NAEP on a contract basis to
develop infrastructure for its No. 12S B2 surfadaerand its No. 7 underground mine and to opetse t
surface mine through the initial high strip ratibage of mining. As this stage of operation has been
completed, Grande Cache Coal is phasing out NAPRisence on-site and transitioning to an owner-
operated, appropriately-sized surface mining fleeeduce its production costs.

“The second quarter was transitional for Grandeh€aCoal as we positioned ourselves to phase outRNAdaid
Robert Stan, President and Chief Executive Offi€dfe believe that operating the surface mine withr own
equipment will allow us to improve productivitiescalower surface mine costs. We are extremely pbkagth the
performance of our underground mine and continuavest capital in improving our processing fa@kt With the
current level of raw coal inventory in the surfamie and the strong performance in the undergroning, we will
be able to comfortably meet our sales commitmetghe current fiscal year.”

Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals have developed a sustainable, lang-teining operation to produce metallurgical caal the steel
industry from coal leases covering over 22,000 drest in the Smoky River Coalfield located in westtcal
Alberta. Grande Cache Coal's common shares aeel I the Toronto Stock Exchange under the trasymgbol
"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 periodeenSeptember 30, 2006, and the audited consalidiizncial
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 November 10, 2006.

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 catrand 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.

All references are to Canadian dollars unless waiiserindicated.
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Financial Overview

September 30 March 31
(millions of dollars) 2006 2006
Balance Sheet
Total assets 107.8 90.7
Long-term liabilities 13.6 13.5
Shareholders’ equity 76.0 50.1
Three Three Six Six
months ended months ended months ended months ended
September 30 September 30 September 30 September 30
(millions of dollars, except per share
amounts) 2006 2005 2006 2005
Income Statement
Revenue 29.9 34.6 59.0 44.3
Cost of sales 28.1 42.0 51.5 62.0
Net loss (1.8) (10.5) (0.04) (22.6)
Basic and diluted net loss per
share (0.03) (0.26) 0.00 (0.56)
Three Three Six Six
months ended months ended months ended monthsended
September 30 September 30 September 30 September 30
(millions, except per tonne amounts) 2006 2005 2006 2005
Statistics
Clean coal production 0.2 0.3 0.5 0.5
Coal sales 0.3 0.4 0.5 0.5
Average sales price ($/tonne) 103 90 113 88
Average cost of sales
($/tonne) 97 109 99 124
Average cost of production
($/tonne) 63 104 61 107
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Revenue

Second quarter sales revenue was $29.8 milliormersale of 0.3 million tonnes of coal compared wéhenue of
$34.5 million on 0.4 million tonnes of coal soldtimee same quarter last year. Sales volumes inubeer reflect a
reduction in customer liftings that has been exgrex@d across the industry. Year to date sales ueveas $58.8
million on sales of 0.5 million tonnes comparedréwenue of $43.9 million on 0.5 million tonnes stddt year.
While year to date sales volumes remain compasnaibtelast year, revenue earned is significantlyagge due to the
realization of a higher U.S. dollar sales price.

The average sales price achieved on U.S. dollavrderated metallurgical coal sales was U.S.$92 @end in the
second quarter and U.S.$100 per tonne year to datepared to U.S.$81 per tonne in the comparaléeteulast
year and U.S.$77 per tonne year to date in fis0@62 Sales volumes in the second quarter includ&l dbllar
denominated sales of PCI product sold at U.S.$63gmme, while other sales in the quarter averdg&i$100 per
tonne.

The average realized price in Canadian dollarsaah sold was $103 per tonne for the quarter an® $Et tonne
year to date, compared to $90 per tonne and $88pee respectively, for the comparable periodsyeaar. The
strength of the Canadian dollar this year contirtodsave a negative affect on the U.S./Canadiaseptifferential.

The Corporation’s interest and other revenue fergharter was the same as last year at $0.1 milllule year to
date it was $0.2 million compared to $0.4 milli@st year. Interest and other revenue consists ghynud interest
earned on short term investments and access faegethfor the use of roads belonging to the Cotjmra

Production Costs and Cost of Sales

The cost of clean coal produced in the second guaft2007 was $63 per tonne, compared to $104opee in the
same quarter of 2006. Year to date cost of coalyred was $61 per tonne, compared to $107 per farthe prior
year. Reducing production costs continues to bengortant focus for the operation and further imgnments are
anticipated.

During the second quarter, the Corporation had>daenéed maintenance and vacation shutdown in efitheo
underground mine, the surface mine and the proolesd which had the affect of drawing down coaldntories
during the quarter. While this has the affect ahperarily increasing production costs, it allows fmportant
maintenance activity on equipment for the futuradii¢ of the operation. Production resumed at noroperating
capacity in the underground mine and the procesd pluring the latter half of the quarter.

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 haveebdocused on removing waste to maximize the ceadity

available to the Corporation, which had the affefdiemporarily increasing the strip ratio in theneifor the benefit
of future periods. The strip ratio remaining in th&rface mine is expected to be below 5:1. Granaeh€ Coal
expects that mining costs in the surface mine bl reduced through the ownership and direct operaif

equipment in the surface mine.

Total cost of sales for the second quarter of Fi@97 was $28.1 million or $97 per tonne compa@$42.0
million or $109 per tonne in the comparable quasfethe prior year. The cost of sales consistedost of product
sold of $19.0 million ($66 per tonne) and distribntcosts of $9.1 million ($31 per tonne). The aafsproduct sold
and distribution costs for the second quarter sifdi 2006 were $33.2 million ($86 per tonne) and $8illion ($23
per tonne), respectively. The decrease in theaasit of product sold is a result of improved prdadities across all
areas of the operation. The increase in distrilbutiosts is mainly due to the proportion of shipraetot Eastern
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North America which carry higher rail rates thanpshents to port in Western Canada and the impaduelf
surcharges on rail costs.

Other Expenses

General and administrative expenses were $1.3omilfi the second quarter ($1.6 million — 2006) $8d8 million
year to date ($2.9 million — 2006). Included ingbeosts this quarter were head office administaihd marketing
charges of $1.0 million compared to $1.1 milliontie prior period. Year to date head office adntiats/e and
marketing charges were $2.5 million both this yaad last year. Also included in general and adrative
expenses were non-cash charges for stock-basedeosatpn of $0.2 million in the second quarter 28®illion —
2006) and $0.6 million year to date ($0.5 millio2606). General and administrative expenses icthent quarter
also held a foreign exchange loss of $0.2 millemmpared to $0.5 million in the same period lastry¥ear to date
foreign exchange losses are $0.7 million compawekDt4 million last year.

Interest and other expenses were $0.8 million énsticond quarter ($0.2 million — 2006) and $1.1lianilyear to
date ($0.2 million — 2006). Interest charges cingiimarily of interest paid on the revolving aledm debt. Other
expenses include a charge of $0.3 million as ddethe cancellation of a planned equipment purehas

Depreciation, depletion and accretion charges W&ra& million this quarter compared to $1.1 millionthe second
quarter of last year. For the first six months, réeftion, depletion and accretion costs were $2ilBon in the
current fiscal year and $1.5 million in the priogay. The year to date increase is largely a resulbcreased
production as well as the addition and productise of more capital assets.

Liquidity and Capital Resources

Grande Cache Coal had cash and cash equivale®3. dfmillion at September 30, 2006 and availabitify$7.5
million on its revolving facility. During the secdmuarter, the Corporation’s cash position declifidcd million
compared to a cash usage of $3.5 million in theesquarter last year. Over the first six monththefcurrent fiscal
year the cash position has increased $2.7 milliom$1.0 million at March 31, 2006.

Cash used in operating activities during the time@ths ended September 30, 2006 was $0.5 millmmpared to a
cash generation of $0.6 million in the same quartehe prior year. However, before changes in cash working
capital, operating activities used $0.2 milliortlre quarter compared to $9.1 million in the samerigu of the prior
year. Cash used in operating activities so faryher has resulted in a cash decrease of $13.@mittompared to
cash use in the prior year of $18.3 million. Howeweash provided by operations before changes macash
working capital was $3.3 million year to date, camgd to a use of $20.3 million in the prior yeahisT
improvement was due to the improved operating tegiginerated by the reduction in unit cost of pratiuced.

Financing activities during the second quarter lteduin a cash usage of $3.3 million on the netictidn of the
revolving debt facility. In the prior year, finamgj activities resulted in a cash use of $1.1 nmllim the repayment
of notes payable. During the first six months af thurrent year, financing activities have generatesh of $21.3
million. The Corporation closed a bought deal ggtiitancing for net proceeds of $25.3 million. Aabof 10.0
million units (“Units”) of the Corporation were isad at a price of $2.70 per Unit for gross procedd27 million.
Each Unit consisted of one common share and orfeshahe common share purchase warrant of the Catjom,
each whole warrant entitling the holder therecfi¢quire one common share at a price of $3.40 @eesmtil April
5, 2007. The proceeds of the equity financing wesed to finance the Corporation’s capital expemeguand
provide additional working capital. Share issuanosts related to the bought deal equity financiregen$l.7
million.
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The Corporation has a $15.0 million revolving ctddrility used to fund working capital requiremgnThe net
repayment on the revolving facility during the fisix months of the year was $4.0 million bringithg balance at
September 30, 2006 to $7.5 million

The Corporation used $3.7 million in cash for iires activities during the quarter compared to $8illion in the
same quarter last year. Cash used in investingitesi included $3.3 million for prestripping adties in the
surface mine. As the strip ratio remaining over life of the current surface mining area has bestuced, the
decision was made to end the Corporation’s relahignwith its surface mine contractor and securfteet of
mining equipment more appropriately sized to thaeais lower strip ratio mining conditions. Duringettransition
period, the contractor's efforts were focused omaeing waste to maximize the coal readily availatdethe
Corporation, which had the affect of temporarilgrigasing the strip ratio in the mine for the banefifuture
periods.

Second quarter investing activities also include réfund of U.S.$1.0 million on the cancellationanf equipment
purchase for which a deposit had previously beedem@ihe Corporation had commitments to purchasénamg
shovel and a drill from a major mining equipmentnui@cturer. The estimated total cost of the equignveas

U.S.$16 million, with progress payments require@rothe course of the manufacturing process. Th@d@ation

cancelled this commitment on September 8, 2006th€adate of cancellation, progress payments of84.%.had
been paid towards this commitment. Of the U.S.$4illion already paid, U.S.$3.4 million has been dige

purchase underground mining equipment from the saenelor, U.S.$0.3 million was retained by the vanae a
cancellation fee and U.S.$1.0 million was returttethe Corporation.

Grande Cache Coal believes the current revolvirglitfia is sufficient to fund its ongoing working p#al
requirements. The Corporation expects to maintaifiicieent inventory levels at the port to meet aumser
requirements, provided adequate rail service resnavilable. At September 30, 2006, the Corpordiimath $33.9
million in coal inventory, compared to $38.7 mitliat the end of the previous quarter.

The Corporation did not have any off-balance sffi@ancing structures in place at September 30, 200é& only
long term liabilities of the Corporation are asstirement obligations with a present value of $8ilfion and long
term debt of $10.0 million. Grande Cache Coal'sasstirement obligations are covered by a caslosiepf $0.1
million and letters of credit totaling $5.5 milligerovided to the Alberta Government, which are endly secured
by restricted cash.

Grande Cache Coal is securing a fleet of miningipgant with which to operate the surface mine. Raiag
alternatives for the equipment requirements aresotly being assessed and are expected to resalt@mbination
of lease and debt financing. The Corporation hasqd a $0.1 million deposit on a mining shoveltf@ surface
operation which is expected to be onsite in th& fjuarter of fiscal 2008. Capital expenditurestfar surface mine
are expected to total approximately $30 millioncurecing primarily in the fourth quarter of fiscab@7 and first
quarter of fiscal 2008.
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Summary of Quarterly Results

2007 2006 2005
(millions, except per unit amounts) Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3
Clean coal production 0.2 0,3 0.3 0.2 0.3 0.2 02 20
Coal sales 0.3 0.2 0.2 0.2 0.4 0.1 0.2 0.1
Average sales price ($/tonne) 103 125 122 106 90 8165 59
Average cost of sales ($/tonne) 97 101 121 130 109172 111 121
Average cost of production ($/tonne) 63 60 86 99 410 110 94 87
Revenue 29.9 29.1 27.1 193 34.6 9.7 121 5.1
Net (loss) income (1.8) 1 (2.6) (6.9 (10.5) @&2.(10.2) (6.0)
Basic and diluted net (loss) income | (0.03) 0.03| (0.06) (0.17) (0.26) (0.3p) (0.27) @.1
per share

Outlook

Operations

The Corporation continues to focus on cost cordgrml productivity improvement. The change of thdasue mine

to an appropriately sized fleet owned and operdiegttly by Grande Cache Coal is expected to regwmoduction

costs. This change together with the remaining s#iio in the surface mine at levels lower thamdlerage for the
pit is expected to result in cost improvementshia surface mine. The surface mining contractor edglinplete its

phase of mining operations in November 2006 arid durrently anticipated that waste movement in shdace

mine will resume in the first quarter of fiscal H0n the interim period, raw coal will continuelte hauled from
the surface mine to the process plant as required.

The underground mine and coal processing actiwtiisot be affected by the change in surface mgnactivities.
The Corporation will be able to comfortably mestsales commitments for the remainder of the ctfiecal year
by utilizing the raw coal inventory currently awable in the surface mine together with productioont its
underground mine which remains strong.

Production levels for the remainder of fiscal 200ifl continue to be managed according to scheddalks
volumes.

Metallurgical Coal Markets
Negotiations for coal sales in the upcoming coalryse in the early stages.
Grande Cache Coal is maintaining a focus on expgnaid diversifying its customer base geographicaiwell as

within traditional markets to mitigate situationfi@ve shipment delays can occur. Negotiations @&ssebntracts
and trial shipments with new customers are ongoing.

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

Capital Expenditures

The Corporation anticipates spending approximek&ly millionon capital additions and a drilling program in &isc
2007. Expenditures on equipment for the Corpor&iaurface mining fleet are expected to approxinté
million, most of which will occur in the fourth qrtar of fiscal 2007 and the first quarter of fis@4l08. Options
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available for financing these capital expendituredude debt financing, capital and operating leasangements
and equipment manufacturer’s financing.

Other Information

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

As at November 13, 2006, there were 50,768,688 comshares issued and outstanding, and the follosiage
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
22,500 22,500 $9.08 June 9, 2010
75,000 37,500 $4.50 October 18, 2010
745,000 248,333 $2.44 April 11, 2011
525,000 - $1.05  October 11, 2011

Total 2,750,834 1,308,333

There are also 5,500,000 warrants outstandingcesedale at a price of $3.40 per share on or befprd 5, 2007.

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpor&i@nnual
information form for the fiscal year ended March, 2D06, is available on the Corporation's SEDAR gany

profile at www.sedar.com.
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Consolidated Balance Sheets
(thousands of Canadian dollars)

(unaudited)

Assets

Current assets
Cash and cash equivalents
Restricted cash (note 2)
Accounts receivable
Inventory (note 3)
Prepaid prestrip charges (note 4)
Prepaid expenses

Deposit for future reclamation expenditures
Mineral properties and development
Buildings and equipment

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Revolving debt (note 6)

Long term debt (note 6)
Asset retirement obligations (note 7)

Shareholders’ Equity
Share capital (note 8)
Contributed surplus
Deficit

See accompanying notes to the consolidated finbstEigements.

September 30 March 31
2006 2006
3,657 $ 973
6,528 6,138
4,540 2,836
36,654 26,509
3,338 -
1,038 1,490
55,755 37,946
82 82
21,110 21,074
30,868 31,646
107,815 $ 90,748
10,652 $ 15,653
7,500 11,500
18,152 27,153
10,000 10,000
3,662 3,470
31,814 40,623
126,979 101,715
2,273 1,621
(53,251 (53,211)
76,001 50,125
107,815 $ 90,748
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Consolidated Statements of Loss and Deficit
(thousands of Canadian dollars, except per shanewants)

(unaudited)

Revenue
Sales
Interest and other

Expenses
Cost of product sold
Distribution
General and administrative
Interest and other
Depreciation, depletion and accretion

Taxes

Net loss

Deficit, beginning of period
Deficit, end of period

Net loss per shargnote 9)
Basic and diluted

Three Three Six Six
months months months months
ended ended ended ended
September 30 September 30 September 30 September 30
2006 2005 2006 2005
$ 29,778% 34,521% 58,774% 43,922
92 104 221 360
29,870 34,625 58,995 44,282
18,974 33,192 34,841 50,274
9,099 8,827 16,635 11,730
1,262 1,565 3,262 2,903
755 152 1,113 152
1,328 1,094 2,763 1,524
31,418 44,830 58,614 66,583
(1,548 (10,205 381 (22,301)
(207, (257) (421 (322)
(1,755 (10,462 (40) (22,623)
(51,496 (33,254 (53,211 (21,093)
$ (53,251% (43,716'$ (53,251% (43,716)
$ (0.03'$ (0.26)% 0.00% (0.56)

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

Three Three Six Six
months months months months
ended ended ended ended
(unaudited) September 30 September 30 September 30  September 30
2006 2005 2006 2005
Cash provided by (used for)
Operating activities
Net loss $ (1,755'% (10,462% (40) $ (22,623)
Items not affecting cash
Stock-based compensation (note 10) 247 204 653 522
Unrealized foreign exchange loss (gain (41) 71 (105] 275
Depreciation, depletion and accretion 1,328 1,094 2,764 1,524
(221) (9,093 3,272 (20,302)
Net change in non-cash working capital
relating to operating activities (312) 9,709 (16,582 2,051
(533) 616 (13,310 (18,251)
Financing activities
Repayment of revolving debt (note 6) (3,330) - (4,000 -
Proceeds on issuance of share capital (note - 268 27,000 1,528
Repayment of notes payable (note 5) - (1,423 - (3,752)
Share issuance costs (note 8) - (1) (1,736 (1)
Net change in non-cash working capital
relating to financing activities - 145 - 145
(3,330 (1,011 21,264 (2,080)
Investing activities
Additions to mineral properties and
development (1,015 (2,021 (1,705 (3,266)
Reductions (additions) to buildings and
equipment 761 (3,227 (82) (8,915)
Restricted cash (note 2) (90) 2,875 (390; 3,808
Net change in non-cash working capital
relating to investing activities (3,323 (693 (3,198 (1,605)
(3,667 (3,066 (5,375 (9,978)
Effect of foreign exchange on cash and cash
equivalents 41 (71 105 (142)
(Decrease) increase in cash and cash equivalents (7,489 (3,532 2,684 (30,451)
Cash and cash equivalents, beginning of period 11,146 8,536 973 35,455
Cash and cash equivalents, end of period $ 3,657% 5,004% 3,657% 5,004

See accompanying notes to the consolidated finbstEigements.
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Notes to Consolidated Financial Statements
September 30, 2006

(Unaudited)
(thousands of Canadian dollars, except per sharewats)

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 year ended March 316.200

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.

Restricted Cash

Cash secured letters of credit in the amount d63% have been provided to the Alberta Minister imiaRce 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 begfe available to service providers, including $p8tvided in
the first quarter of this year.

Inventory
September 30 March 31
2006 2006
Coal inventory $ 33902 % 25,041
Materials inventory 2,752 1,468
Total $ 36,654 $ 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 sdsetaling $3.3 million due to mining conditions time period
during which the surface mine contractor was wigdblown its activities for the Corporation. Duringet
transition period, the contractor’s efforts wereused on removing waste to maximize the coal readihilable
to the Corporation, which had the affect of tempigrancreasing the strip ratio in the mine for thenefit of
future periods. These deferred charges will be &irmsal over the future production generated by tnipEng
activity which occurred during the second quarter.

Notes Payable

The Corporation entered into a coal sale agreentateid 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 sgreement, the parties entered into an advsenment
agreement pursuant to which the Trading Co. agreedivance U.S.$4,000 to the Corporation. As theack
was denominated in U.S. dollars, changes in the/CaBadian dollar exchange rate impacted the cayryalue
of the note.

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

Revolving and term debt

During the third quarter of fiscal 2006, the Comteon entered into a $20 million secured creditilitsc
consisting of a $10 million term facility and a $fllion 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 matiaie of

12
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Notes to Consolidated Financial Statements
September 30, 2006

(Unaudited)
(thousands of Canadian dollars, except per sharewats)

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% g@mum and
repayable 2 months from the date of receipt.

The net repayment on the revolving facility durthg first quarter was $670. The net repayment errgliolving
facility during the second quarter was $3,330 hkirigghe balance at September 30, 2006, to $7,500.

7. Asset Retirement Obligations

Future asset retirement obligations were calculatesked on the Corporation’s estimated costs tdl fitff legal
asset retirement obligations. The Corporation Istisnated the net present value of its asset reéintimbligations
to be $3,662 as at September 30, 2006, based otalafuture liability of $7,225. The Corporationtsedit
adjusted risk free rates range from 5.5% to 7.6%@dding on the term of estimated years to reclamati

The following table reconciles the Corporation’setgetirement obligations:

Six
months ended
September 30
2006
Balance — March 31, 2006 $ 3,470
Increase in liability 72
Accretion expense 120
Balance — September 30, 2006 $ 3,662
8. 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
Balance — September 30, 2006 50,769 7188,
Less: Share issuance costs 1,736
$ 126,979

On April 5, 2006, the Corporation closed a bougtdldequity 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 milli@ach Unit
consisted of one common share and one-half of oner®n share purchase warrant of the Corporatioth ea
whole warrant entitling the holder thereof to acgune common share at a price of $3.40 per shilefypril 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.
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(thousands of Canadian dollars, except per sharewats)

9.

Net Loss per Share

The following table reconciles the denominatorstfasic 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 wouldabé-dilutive to the loss per share in the prieasy

Three Three Six Six
months ended months ended months ended months ended
September 30 September 30 September 30 September 30
2006 2005 2006 2005
Weighted average shares
outstanding — basic and diluted 50,769 40,678 50,495 40,556
Net income (loss) $ (1,755) $ (10,462) $ (40) $ (22,623)
Net income (loss) per share:
Basic and diluted $ (0.03) $ (0.26) $ 0.00 $ (0.56)

10. 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 expeniseléatin
general and administrative expenses for the seqoader was $247 compared to $204 in the sameeguast
year and was a result of options granted pursuatite Corporation’s share option plan. The yeatdte stock
based compensation was $653 compared to $522 prithreyear.

On April 12, 2006, 900 thousand options to purchaseamon shares were granted to employees and atisenft
the Corporation under the Corporation’s share opgitan at an exercise price of $2.44 per share. offi®ns
have a five year term and are subject to an 18 imesdting period.

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

The fair value of each share option granted isves®d on the date of the grant using the Black-fgshoption
pricing model, using an estimated volatility at tihme of each grant between 42% and 86%, risk-iinéerest

rates of 3% to 4% and expected lives of five years.
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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 2,230 2.54

Details of the share options exercisable at Sepe®®, 2006 are as follows:

Common Shares

Weighted
Average
Exercise
(thousands of shares) Number Price
700 $ 1.00
162 3.70
105 11.56
23 9.08
990 $ 2.75

Of the share options outstanding, 1,259 thousanidrapexpire in 2009, 226 thousand options expir@010,

and 745 thousand options expire in 2011.

11. Commitments

The Corporation had previously made commitmenfsutezhase a mining shovel and a drill from a majaring
equipment manufacturer. The estimated total cott@fquipment 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 meys of U.S.$4.7 million had been paid towards this
commitment. Of the U.S.$4.7 million already paidl.$.$3.4 million has been used to purchase undengro
mining equipment from the same vendor, U.S.$0.8anilhas been retained by the vendor as a cariocell&te,

and U.S.$1.0 million has been returned to the Qatpm.
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12. Subsequent Events

On October 12, 2006, 525 thousand options to pgeeckammon shares were granted to employees aradailfre
of the Corporation under the Corporation’s shargoopplan at an exercise price of $1.05 per shBe. options
have a five year term and are subject to an 18 imesdting period.

On October 25, 2006, the Corporation announcee tideof its relationship with North American Enef@grtners
(“NAEP"). The Corporation hired NAEP on a contréetsis to develop infrastructure for its No. 12SdBiPface
mine and its No. 7 underground mine and to opehatesurface mine through the initial high stripogthase of
mining. As this stage of operation has been coraglethe Corporation is phasing out NAEP’s presancsite
and transitioning to an owner-operated, approgyiaized surface mining fleet to reduce its productcosts.
Demobilization charges to be paid by the CorporatioNAEP will be approximately $2 million.
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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

This news release contains certain forward-lookstgtements, which are based on Grande Cache Coat'®nt
internal expectations, estimates, projections, ag#ions and beliefs, which may prove to be incdarr8ome of the
forward-looking statements may be identified bydgosuch as "expects”, "anticipates”, "believes'tofgcts”, "plans”
and similar expressions. These statements are uniagtees of future performance and undue relisstoeuld not be
placed on them. Such forward-looking statementsssarily involve known and unknown risks and umdaties, which
may cause Grande Cache Coal's actual performandefiaancial results in future periods to differ ragally from any
projections of future performance or results expessor implied by such forward-looking statemefitsese risks and
uncertainties include, among other things, charigegeneral economic, market and business conditionsertainties
associated with estimating the quantity and quabifycoal reserves and resources; commodity pricesrency
exchange rates, capital expenditures and debt seréquirements; dependence on a single rail systéranges to
legislation; liabilities inherent in coal mine ddepment and production; competition for, among ottiéngs, capital,
acquisitions of reserves, undeveloped lands andedkipersonnel; geological, mining and processireghnical
problems; ability to obtain required mine licensesine permits and regulatory approvals requiredptmceed with
mining and coal processing operations; ability tiply with current and future environmental andestlaws; actions
by governmental or regulatory authorities includimgcreasing taxes and changes in other regulatioasd the
occurrence of unexpected events involved in coalendevelopment and production. Many of these rishd
uncertainties are described in Grande Cache Co&®06 Annual Information Form, Grande Cache Coal's
Management's Discussion and Analysis and other meots Grande Cache Coal files with the Canadiarusies
authorities. Copies of these documents are aviglalithout charge from Grande Cache Coal or mayabeessed on
Grande Cache Coal's websitefw.gccoal.comor on the website maintained by the Canadian i$ées regulatory

authorities (vww.sedar.con

The Toronto Stock Exchange has neither approvedlisapproved
the information contained herein.
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