GRANDE CACHE COAL CORPORATION
NEWS RELEASE

GRANDE CACHE COAL CORPORATION ANNOUNCES
FIRST QUARTER 2007 FINANCIAL RESULTS

Calgary, Alberta, July 31, 2006— Grande Cache Coal Corporation (GCE-TSX) ("Gra@dehe Coal" or the
"Corporation") announced today its financial anérming results for the three months ended Jun2CBIs.

- Net income for the first quarter was $1.7 milliar, $0.03 per share compared to a net loss of $12.2
million, or $0.30 per share in the same quartdnjaar.

- An average sales price of $125 per tonne on salksnes of 0.2 million tonnes led to revenue of $29.
million in the quarter. Metallurgical coal sales re/dower than expected due to delays of customer
shipments until the second quarter. Grande Cacla €itl anticipates sales for fiscal 2007 to bethi
range of 1.0 to 1.4 million tonnes at an averadgeepf U.S.$90 to U.S.$100 per tonne, combiningtican
prices for the current year, carryover pricing andl cargos, including the Corporation’s initialCP
shipments.

- The Corporation’s cost of coal produced was $60tpane in the quarter, a decline of $50 per tonne
compared to the first quarter of fiscal 2006. Therage cost of sales for the current quarter deeckd1%
to $101 per tonne compared to last year’s firstiguaost of sales of $172 per tonne.

- Productivity improvements continued during the ¢gerain both the surface and underground mine. The
first quarter strip ratio in the surface mine was, @%n 11% decrease from the same quarter last Yaar
strip ratio is expected to be at lower levels oarage over the remaining life of the mine, althoutgtan
be expected to vary from quarter to quarter.

- On April 5, 2006, Grande Cache Coal completed ayhbdeal equity financing. At closing, a totalldf.0
million units (“Units”) of the Corporation were issd at a price of $2.70 per Unit for gross procedd®27
million. Each Unit consisted of one common shareé ane-half of one common share purchase warrant of
the Corporation, each whole warrant entitling thédbar thereof to acquire one common share at & jofic
$3.40 per share until April 5, 2007.

“We are pleased to start the new fiscal year witht fquarter earnings,” said Robert Stan, President Chief
Executive Officer. “Despite having some sales #lifp the next quarter, we were still able to achi@ur best
operating results to date. We continue to focusast reduction strategies and managing our coaymtemn with
our sales schedule. We are optimistic that salesnes will improve throughout the year and are catteah to the
long term viability of Grande Cache Coal.”

In response to delays in customer shipments anemuhigh levels of inventory, Grande Cache Coalligning
production with firm market commitments. The nornsimmer vacation and maintenance shut down period
scheduled for the second quarter has been extenderter to reduce coal inventory leveRroduction in the
underground mine, the surface mine and the prquass will resume later in the second quarter.

Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals have developed a sustainable, long4t@ning operation to produce metallurgical caal the export
market from coal leases covering over 18,000 hestiar the Smoky River Coalfield located in westtcamlberta.
Grande Cache Coal's common shares are listed orotieato Stock Exchange under the trading symb&EG
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Management’s Discussion & Analysis

This Management’s Discussion and Analysis ("MD&ARould be read in conjunction with the unauditedrim
consolidated financial statements for the periodeenJune 30, 2006, and the audited consolidatexhdial
statements, notes and related MD&A thereto of GeaGdche 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 base¢hfmrmation currently available. Actual resultdlwary 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 28, 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, assumptios keeliefs, which may prove to be incorrect. Soofethe
forward-looking statements may be identified by dsisuch as "expects”, "anticipates"”, "believestpjgrts",
"plans" and similar expressions. These statemamsnot guarantees of future performance and unelisnce
should not be placed on them. Such forward-lookitagements necessarily involve known and unknadsks rand
uncertainties, which may cause Grande Cache Caetiml performance and financial results in futpegiods to
differ materially from any projections of futureni@mance or results expressed or implied by socldrd-looking
statements. These risks and uncertainties inclan®ng other things, changes in general economackeh and
business conditions; uncertainties associated egtimating the quantity and quality of coal reserard resources;
commodity prices, currency exchange rates, capitpkbnditures 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 uncertainties described in Grande Cache Coal's 2006 Annt@inhation
Form, Grande Cache Coal's Management's Discusswminaalysis 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

June 30 March 31
(millions of dollars) 2006 2006
Balance Sheet
Total assets 1135 90.7
Long-term liabilities 13.5 135
Shareholders’ equity 77.5 50.1
Three Three
months ended months ended
June 30 June 30
(millions of dollars, except per share
amounts) 2006 2005
Income Statement
Revenue 29.1 9.7
Cost of sales 23.4 20.0
Net income (loss) 1.7 (12.2)
Basic and diluted net income
(loss) per share 0.03 (0.30)
Three Three
months ended monthsended
June 30 June 30
(millions, except per tonne amounts) 2006 2005
Statistics
Clean coal production 0.3 0.2
Coal sales 0.2 0.1
Average sales price ($/tonne) 125 81
Average cost of sales
($/tonne) 101 172
Average cost of production
($/tonne) 60 110
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Revenue

First quarter revenue of $29.0 million was earnedhe sale of 0.2 million tonnes of coal comparéith wevenue of
$9.4 million on the sale of 0.1 million tonnes etsame quarter last year. Sales volumes were livaarexpected
due to the delay of certain customer shipments th&tisecond quarter.

The average sales price achieved in the quartés.8ndollar denominated metallurgical coal sales WaS.$111
per tonne compared to U.S.$64 per tonne in thedirarter last year. In Canadian dollar terms aberage realized
price was $125 per tonne, compared to $81 per timmiae comparable period. The strengthening ef@anadian
dollar this year affected the U.S./Canadian priferential.

Interest and other revenue for the quarter was $filllon compared to $0.3 million last year and sisted
primarily of interest earned on short term invesiteend access fees for using roads that belotihgtGorporation.

Production Costs and Cost of Sales

The cost of clean coal produced in the first quasfeiscal 2007 was $60 per tonne, compared td$hlhe same
quarter last year. Production costs continue toedese due to ongoing productivity and cost improeaminmeasures.
A significant amount of raw coal was released ia tuarter due to the impact of depillaring operatiin the

underground mine and a declining strip ratio inghe&face mine. The strip ratio was 9:1 in the qeratompared to
10:1 in the same quarter last year.

During April 2006, the Corporation temporarily sespled clean coal production in the processing ptant
undertake several capital improvement projects dhatexpected to increase its future operatingieficy. Grande
Cache Coal held adequate clean coal inventory &t st@pment schedules through the month of Aprd aaormal
operations resumed in May. Both the underground amdace mines maintained normal production levels
throughout April.

Despite suspending clean coal production duringntbath of April, clean coal inventory volumes ingsed over
the course of the quarter. As well, the volumeanf coal mined during the three months led to ance in raw
coal inventory volume. As a result, the total vatdecoal inventory increased $13.6 million over twurse of the
first quarter.

Total cost of sales for the first quarter of fis2807 was $23.4 million or $101 per tonne comp&oed0.0 million
or $172 per tonne in the comparable quarter optie year. The cost of sales consisted of cogtrofluct sold of
$15.9 million ($68 per tonne) and distribution cosf $7.5 million ($33 per tonne). The cost of prodsold and
distribution costs for the first quarter of fis@06 were $17.1 million ($147 per tonne) and $2iian ($25 per
tonne), respectively.

The decrease in the unit cost of product sold ligelg a result of improved productivities, partady in the
underground mine, high levels of raw coal produttmd higher sales volume. The increase in digtabicosts is
mainly due to the proportion of shipments to Eastdéorth America which carry higher rail rates ttsnipments to
port in Western Canada and the impact of fuel sangds on rail costs.

Other Expenses

General and administrative expenses were $2.0omilliuring the first quarter compared to $1.3 millior the
comparable quarter last year. Included in thesesagsre head office administrative and marketinargas of $1.1
million this quarter compared to $1.0 million iretprior period. General and administrative expeadss include
non-cash charges of $0.4 million and $0.3 milliezspectively, for stock-based compensation. Alsuted in
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general and administrative expenses this quarter avioreign exchange loss of $0.5 million, compaiead net
foreign exchange gain of less than $0.1 milliothi& first quarter of the prior year.

Interest and other expenses during the first quaréege $0.4 million compared to a prior period enge of nil, and
consist primarily of interest paid on the revolvimgd term debt.

Depreciation, depletion and accretion charges Wéré million in the first quarter compared to $énlion in the
same period last year. The increase is largelpaltref increased production as well as the additiod productive
use of more capital assets.

Liquidity and Capital Resources

At the end of the first quarter Grande Cache Caal bash and cash equivalents of $11.1 million,naneise of
$10.2 million from the balance at March 31, 2006riBg the quarter, the Corporation closed a boulglat equity
financing for net proceeds of $25.3 million, whiperations resulted in a cash decrease of $12l@miprimarily

due to a $13.6 million increase in coal inventory.

Cash used in operating activities during the thremths ended June 30, 2006 was $12.8 million, cosapt a
cash use of $18.9 million in the same quarter efghor year. The improvement was largely due ® c¢hrrent
quarter’'s net income of $1.7 million contrastedhnét net loss of $12.2 million in the same quarte2@06. The
improvement was offset somewhat by a $13.6 milliamease in coal inventory which led to a changadn-cash
working capital of $16.3 million compared to $7.7lion during the same period last year. Cash geteer from
operations before the net change in non-cash wgr&apital was $3.5 million, compared to a cash afs§11.2
million last year.

Financing activities during the first quarter geated cash of $24.6 million compared to a cash dseref $1.1
million in the comparable perio®n April 5, 2006, Grande Cache Coal closed a bodght equity financing. At
closing, a total of 10.0 million units (“Units”) ahe Corporation were issued at a price of $2.#0Urét for gross

proceeds of $27 million. Each Unit consisted of @asenmon share and one-half of one common sharehasec
warrant of the Corporation, each whole warranttimgi the holder thereof to acquire one common etzdra price
of $3.40 per share until April 5, 2007. The proceexf the equity financing are being used to finative

Corporation’s capital expenditures and provide @oloil working capital. Share issuance costs réladghe bought
deal equity financing were $1.7 million. The Corgtion has a $15.0 million revolving credit facilitxged to fund
working capital requirements. The net repaymenthenrevolving facility during the first quarter w&6.7 million

bringing the balance at June 30, 2006 to $10.8anill

The Corporation used $1.7 million in cash for irtieg activities during the quarter compared to $&iBion in the
same quarter last year. Capital asset additionsuatdor the majority of spending in the first gigarof this year
and last year at $1.5 million and $6.9 million,pestively.

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 resremilable. At June 30, 2006, the Corporation$2&i7 million
in coal inventory, compared to $19.4 million at #rel of the first quarter of the prior year.

The Corporation did not have any off-balance sHieeincing structures in place at June 30, 2006. diig long
term liabilities of the Corporation are asset mtient obligations with a present value of $3.5iamilland long term
debt of $10.0 million. Grande Cache Coal’'s ass#tement obligations are covered by a cash depads#0.1
million and letters of credit totaling $5.4 milliggrovided to the Alberta Government, which are endly secured
by cash.
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The Corporation has commitments to purchase a guisimvel and a drill from a major mining equipment
manufacturer. The estimated total cost of the eqaigt is U.S.$16 million, with progress paymentsuieggl over
the course of the manufacturing process. This gamuent is currently under review.

Outlook

Operations

The Corporation relies on the railway to transpol inventory to the ports. Rail service probleans delays that
occurred during the first several weeks of the figgarter of fiscal 2007 have been rectified tedain degree. Rail
service has improved recently and due to decreseled levels during the quarter, there is a higéllef inventory

at the port at Roberts Bank which has eased thex@mn the railway. Grande Cache Coal will contituesquire

sufficient rail service to meet customer shipmearid will be in continual contact with the railway attempts to
secure adequate service levels going forward.

In response to delays in customer shipments anemuhigh levels of inventory, Grande Cache Coalligning
production with firm market commitments. The nornsimmer vacation and maintenance shut down period
scheduled for the second quarter has been exteindecter to reduce inventory levels. Full productim the
underground mine, the surface mine and the prqaess will resume later in the second quarter. Togporation

will continue to rail coal to the ports throughahis period as required to meet customer shipments.

Over the second half of the fiscal year, the Caapon will continue to focus on ongoing cost cohtreeasures. The
Corporation anticipates that production costs pené will increase during the second quarter assaltr of the
current maintenance and inventory control shutdown.

The surface mine strip ratio is expected to beoatet levels on average over the remaining life lkef tnine,
although it can be expected to vary from quarteqoarter. As the Corporation does not capitalizgsing
activities, mining costs are correlated to the asd fall of strip ratios in the surface mine.

Production levels for the remainder of fiscal 20Qifl continue to be managed according to scheddelts
volumes. Production volumes impact the unit cogirofluction due to the Corporation’s level of fixembts.

Metallurgical Coal Markets

Grande Cache Coal is maintaining a focus on expgnaid diversifying its customer base geographjiawell as
within traditional markets to mitigate situationdeve shipment delays can occur. Negotiations afssabntracts
and trial shipments with new customers are ongoing.

Grande Cache Coal still anticipates sales for fi2087 to be in the range of 1.0 to 1.4 millionnies at an average
price in the range of U.S.$90 to U.S.$100 per tormmenbining contract prices for the current yearryover
pricing and trial cargos, including the Corporatsoinitial PCI shipments.

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 &ikc
2007. Options available for financing capital exglitures expected to result in improvements to tbep@ration’s
cost structure include debt financing, capital qremting lease arrangements or equipment manugatstur
financing.
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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 July 28, 2006, there were 50,768,688 comnhanes issued and outstanding, and the followingesbptions
were also outstanding:

Number Number Exercise

Share Options Outstanding Granted Vested Price Expiry Date

1,058,334 700,000 $1.00 March 21, 2009
162,500 137,500 $3.70 July 21, 2009
37,500 25,000 $3.70 August 8, 2009
135,000 105,000 $11.56 March 15, 2010
35,000 10,000 $9.08 June 9, 2010
125,000 - $4.50  October 18, 2010

900,000 - $2.44 April 11, 2011

Total 2,453,334 977,500

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 Corpon&i@nnual
information form for the fiscal year ended March, 2D06, is available on the Corporation's SEDAR pany

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 expenses

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

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Revolving debt (note 5)

Long term debt (note 5)
Asset retirement obligations (note 6)

Shareholders’ Equity
Share capital (note 7)
Contributed surplus
Deficit

See accompanying notes to the consolidated finbstEigements.

June 30 March 31
2006 2006
11,146 $ 973
6,438 6,138
1,067 2,836
40,858 26,509
901 1,490
60,410 37,946
82 82
20,923 21,074
32,058 31,646
113,473 $ 90,748
11,603 $ 15,653
10,830 11,500
22,433 27,153
10,000 10,000
3,530 3,470
35,963 40,623
126,979 101,715
2,027 1,621
(51,496 (53,211)
77,510 50,125
113,473 $ 90,748




Grande Cache Coal Corporation

Consolidated Statements of Income (Loss) and Defici
(thousands of Canadian dollars, except per shanewants)

Three Three
months months
ended ended
(unaudited) June 30 June 30
2006 2005
Revenue
Sales $ 28,996$ 9,401
Interest and other 129 256
29,125 9,657
Expenses
Cost of product sold 15,867 17,082
Distribution 7,536 2,903
General and administrative 2,000 1,338
Interest and other 357 -
Depreciation, depletion and accretion 1,436 430
27,196 21,753
1,929 (12,096)
Taxes (214, (65)
Net income (loss) 1,715 (12,161)
Deficit, beginning of period (53,211 (21,093)
Deficit, end of period $ (51,496 % (33,254)
Net income (loss) per sharénote 8)
Basic and diluted $ 0.03% (0.30)

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

(unaudited)
Cash provided by (used for)

Operating activities
Net income (loss)
Items not affecting cash
Stock-based compensation (note 9)
Unrealized foreign exchange loss (gain
Depreciation, depletion and accretion

Net change in non-cash working capital
relating to operating activities

Financing activities
Repayment of revolving and term debt (note
Proceeds on issuance of share capital (note
Repayment of notes payable (note 4)
Share issuance costs (note 7)

Investing activities
Additions to mineral properties and
development

Additions to buildings and equipment

Restricted cash (note 2)
Net change in non-cash working capital
relating to investing activities

Effect of foreign exchange on cash and cash
equivalents

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes to the consolidated finasigitements.
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Three Three
months months
ended ended
June 30 June 30
2006 2005
1,715% (12,161)
406 318
(64) 204
1,436 430
3,493 (11,209)
(16,271 (7,658)
(12,778 (18,867)
(670 -
27,000 1,260
- (2,329)
(1,736 -
24,594 (1,069)
(690 (1,245)
(843 (5,688)
(300; 933
126 (912)
(1,707 (6,912)
64 (71)
10,173 (26,919)
973 35,455
11,146% 8,536
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Notes to Consolidated Financial Statements
June 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 sthdud read in conjunction with the consolidated firial
statements and notes thereto in the Corporationisal financial statements for the year ended MadgH006.

2. Restricted Cash

Cash secured letters of credit in the amount o436 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. In adshit cash secured letters of credit of $1,000 Hawen made
available to service providers, including $300 ded in the first quarter of this year.

3. Inventory
June 30 March 31
2006 2006
Coal inventory $ 38,688 3% 25,041
Materials inventory 2,170 1,468
Total $ 40,858 $ 26,509

4. Notes Payable

The Corporation entered into a coal sale agreextateid April 13, 2004, with a Japanese trading camgthe
“Trading Co.”) for the sale of approximately 25000@onnes of metallurgical coal to the Trading Cg. b
September 30, 2005. In conjunction with the cadé sasgreement, the parties entered into an advaagment
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/CaBadian dollar exchange rate impacted the cayryalue
of the note.

Repayment of the advance occurred through a rexuitithe price per tonne otherwise payable byTitaeling
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 oveis repaid.

5. 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 secuedlit ¢acility on March 28, 2006. The restated créaicility
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 secitmed general security agreement and have a matlate 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 iowantory at port, was interest bearing at 8% gq@mum and
repayable 2 months from the date of receipt.

The net repayment on the revolving facility durithg first quarter was $670, bringing the balancduate 30,
2006, to $10,830.

11
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(Unaudited)
(thousands of Canadian dollars, except per sharewats)

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 $3,530 as at June 30, 2006, based on dubiat liability of $7,123. The Corporation’s creddjusted risk
free rates range from 5.5% to 7.6% depending otettme of estimated years to reclamation.

The following table reconciles the Corporation’setsetirement obligations:

Three
months ended
June 30
2006
Balance — March 31, 2006 $ 3,470
Increase in liability -
Accretion expense 60
Balance — June 30, 2006 $ 3,530
7. Share Capital
Authorized
Unlimited common shares
Unlimited preferred shares, issuable in series
Issued
Stated
(thousands) Number Value
Common shares
Balance — March 31, 2006 40,769 308,763
Shares issued on bought deal equity financing 0,000 27,000
Balance — June 30, 2006 50,769 135,763
Less: Share issuance costs 8,784
$_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 acguine common share at a price of $3.40 per shwile®pril 5,
2007.

Share issuance costs related to the bought deity égancing were $1,763 in the first quarter @7

12
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Notes to Consolidated Financial Statements
June 30, 2006

(Unaudited)

(thousands of Canadian dollars, except per sharewats)

8.

Net Income (Loss) per Share

The following table reconciles the denominators Basic and diluted net income (loss) per shareutations.
The treasury stock method is used to determinalilidive effect of the share options. There wasdilative
effect for the Corporation’s outstanding share api and warrants as they were not in-the-moneyngutie

quarter, and the effect of all option and warramreises would be anti-dilutive to the loss perrsha the prior
year.

Three Three

months ended months ended

June 30 June 30

2006 2005
Weighted average shares outstanding — basic amediil 50,219 40,432
Net income (loss) $ 1,715 $ (12,161)

Net income (loss) per share:

Basic and diluted $ 0.03 $ (0.30)

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 comrmsloares. Total stock-based compensation expenisel@atin
general and administrative expenses for the quasdsr$406 compared to $318 in the same quarteydastand
was a result of options granted pursuant to thep@ation’s share option plan.

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

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 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 davist

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 2,454 $ 2.62

13
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Notes to Consolidated Financial Statements
June 30, 2006

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

Details of the share options exercisable at Jup@@06 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 thousanidragpexpire in 2009, 295 thousand options expir@010,
and 900 thousand options expire in 2011.

10. Commitments

The Corporation has made commitments to purchasmiag shovel and a drill from a major mining equipnt

manufacturer. The estimated total cost of the egait is U.S.$16 million, with progress paymentsurezg over

the course of the manufacturing process. To June@06, U.S.$4.7 million in progress payments hbgen
paid.

14



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 Coati®nt
internal expectations, estimates, projections, ag#ions and beliefs, which may prove to be incdrreBome of the
forward-looking statements may be identified bydgosuch as "expects”, "anticipates”, "believes'tofgcts”, "plans”
and similar expressions. These statements argumtantees of future performance and undue relissttauld not be
placed on them. Such forward-looking statementsessarily involve known and unknown risks and uadgies,
which may cause Grande Cache Coal's actual perfanaaand financial results in future periods to elifmaterially
from any projections of future performance or rés@xpressed or implied by such forward-lookindesteents. These
risks and uncertainties include, among other thjngsanges in general economic, market and businesslitions;
uncertainties associated with estimating the qugrdind quality of coal reserves and resources; codity prices,
currency exchange rates, capital expenditures aalt dervice requirements; dependence on a singlesyatem;
changes to legislation; liabilities inherent in domine development and production; competition famong other
things, capital, acquisitions of reserves, undepetblands and skilled personnel; geological, minargl processing
technical problems; ability to obtain required milheenses, mine permits and regulatory approvatpuieed to proceed
with mining and coal processing operations; abilitycomply with current and future environmentatiasther laws;
actions by governmental or regulatory authoritiesluding increasing taxes and changes in other l&ipns; and the
occurrence of unexpected events involved in coaendevelopment and production. Many of these rahkd
uncertainties are described in Grande Cache Co&®06 Annual Information Form, Grande Cache Coal's
Management's Discussion and Analysis and other mieots 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 websitenfw.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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