GRANDE CACHE COAL CORPORATION
NEWS RELEASE

GRANDE CACHE COAL CORPORATION ANNOUNCES
FOURTH QUARTER 2006 FINANCIAL RESULTS

Calgary, Alberta, May 29, 2006— Grande Cache Coal Corporation (GCE-TSX) ("Gra@adehe Coal" or the
"Corporation") announced today its financial anémhing results for the three and twelve monthsedrdarch 31,
2006.

- Fourth quarter sales revenue was $27.0 millionaamaes of 0.2 million tonnes for an average sat&ep
of $122 per tonne. Export sales during the quantere slightly lower than expected due to customer
shipments which were delayed until the first hdlApril 2006. Revenue was $90.1 million in fiscd)6
on volumes of 0.9 million tonnes for an averagesalkice of $100 per tonne.

- The cost of coal produced during the fourth quasias $86 per tonne, a decline of $13 per tonne aoeap
to the previous quarter. The average cost of datethe current quarter was $121 per tonne whick wa
decrease of $9 from the third quarter of 2006.

- The Corporation’s net loss for the fourth quarte2@06 declined to $2.6 million, the lowest quastdoss
since sales began in the third quarter of 2005t@year, the net loss was $32.1 million.

- In the fourth quarter, Grande Cache Coal achietetiighest level of production since operationsaeg
due to depillaring activities in the undergrounchejia lower strip ratio in the surface mine andeased
throughput in the processing plant.

- The Corporation amended and extended its secuestit dacility during the fourth quarter. The restt
credit facility consists of a $10 million term fagi and a $15 million revolving facility. Interest payable
monthly at a rate of prime plus 2% per annum. Tudlify is secured by a general security agreeraadt
has a maturity date of April 8, 2007, subject fargher one year extension option

- During the fourth quarter, Grande Cache Coal aequadditional coal leases from the Alberta Govemtme
covering over 3,000 hectares in the Smoky Riverlfi@dd. Evaluation of the coal resources contained
within these and other lease areas held by thedCatipn is ongoing.



- Subsequent to the fourth quarter, Grande Cachedooapleted a bought deal equity financing. Atitigs
a total of 10.0 million units (“Units”) of the Cogpation were issued at a price of $2.70 per Unitgimss
proceeds of $27 million. Each Unit consisted of @eenmon share and one-half of one common share
purchase warrant of the Corporation, each wholeramarentitling the holder thereof to acquire one
common share at a price of $3.40 per share until Bp2007.

“We made some important accomplishments duringfalieth quarter of our 2006 fiscal year,” said Rdbfgtan,
President and Chief Executive Officer. “The Corpiora achieved its best operating results to datpraduction
costs continued to decline, however our focus @t mduction remains intense. As well, the extensézeived on
our credit facility, the recent completion of anuég financing and the acquisition of additionalatdeases will
benefit Grande Cache Coal in the future.”

The Corporation’s production levels in fiscal 208 be managed to scheduled sales volumes. A€trporation
is continuing efforts to finalize contracts withvneustomers, sales volumes have not been finallzédanticipated
that production and sales in 2007 will be in thegeaof 1.2 to 1.4 million tonnes.

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 hestar the Smoky River Coalfield located in westicamlberta.
Grande Cache Coal's common shares are listed orotieeto 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 periodeenMarch 31, 2006, and the audited consolidatedn€ial
statements, notes and related MD&A thereto of GeaGdche Coal Corporation (“Grande Cache Coal” er th
"Corporation”) for the fiscal year ended March 3@05. The consolidated financial statements haea Ipeepared
in accordance with Canadian generally acceptedusticey principles. This discussion provides managata
analysis of the Corporation's historical finan@ald operating results and provides estimates oCthporation's
future financial and operating performance baseéhformation currently available. Actual resultdlwary from
estimates and the variances may be significantad&s should be aware that historical results atenecessarily
indicative of future performance.

This MD&A was prepared using information that isremt as of May 26, 2006.

Certain information set forth in this MD&A, inclualj management's assessment of the Corporationi® fplans
and operations, contains forward-looking statememtsch 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 dgisuch 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 inclao®ng other things, changes in general economackeh and
business conditions; uncertainties associated egtimating the quantity and quality of coal reseraad resources;
commodity prices, currency exchange rates, capipenditures and debt service requirements; depeaden a
single rail system; changes to legislation; lidlg inherent in coal mine development and produagtcompetition
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 guatessing 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 occurrencanekpected events involved in coal mine developnaerl
production. Many of these risks and uncertaintiess described in Grande Cache Coal's 2005 Annt@ainhation
Form, Grande Cache Coal's Management's Discussirinalysis and other documents Grande Cache @esl f
with the Canadian securities authorities.

All references are to Canadian dollars unless wofiserindicated.
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Financial Overview

March 31 March 31
(millions of dollars) 2006 2005
Balance Sheet
Total assets 90.7 100.2
Long-term liabilities 13.5 2.3
Shareholders’ equity 50.1 79.9
Three Three Twelve Twelve
months ended months ended months ended months ended
March 31 March 31 March 31 March 31
(millions of dollars, except per share
amounts) 2006 2005 2006 2005
Income Statement
Revenue 27.1 12.1 90.7 17.6
Cost of sales 26.7 20.5 112.3 30.5
Net loss (2.6) (10.2) (32.1) (18.9)
Basic and diluted net loss per
share (0.06) (0.27) (0.79) (0.56)
Three Three Twelve Twelve
months ended months ended months ended monthsended
March 31 March 31 March 31 March 31
(millions, except per tonne amounts) 2006 2005 2006 2005
Statistics
Clean coal production 0.3 0.2 1.0 0.4
Coal sales 0.2 0.2 0.9 0.3
Average sales price ($/tonne) 122 65 100 63
Average cost of sales
($/tonne) 121 111 124 115
Average cost of production
($/tonne) 86 94 98 91

The year ended March 31, 2006, represents the @irpa's first full year of production and coal esl For the
Corporation’s fiscal 2005 year, production did begin until late in the second quarter and initiehl sales
occurred in the third quarter.
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Revenue

The Corporation earned revenue of $27.0 million0dh million tonnes of coal sales in the fourth geaof 2006

compared with revenue of $11.9 million on 0.2 roiflitonnes of coal sales in 2005. The average eshfirice was
$122 per tonne in the quarter, compared to $65qgyere in the prior year. The average realized gafes year to

date of $100 per tonne includes 2006 contractedlggical coal sales, trial cargos, carryover cggles tonnage
and some thermal coal sales. Year to date, reveh#80.1 million was earned on 0.9 million tonnéscoal sold

compared to $16.8 million on 0.3 million tonnescofl sold in 2005.

Thermal coal sales were 1% of total sales volumténfourth quarter of 2006, and 10% for the fudhy In the
fourth quarter of the prior year, thermal coal safeade up 27% of total sales volume.

The average sales price achieved in the fourthtguan U.S. dollar denominated metallurgical caales was
U.S.$107 per tonne while the year to date average Wollar sales price was U.S.$91 per tonne. ddHar
denominated metallurgical coal sales during fi&€45, were at an average price of U.S.$61 per tonne

Interest and other revenue of $0.1 million in tberth quarter of 2006 consisted primarily of ingtrearned on
short term investments and access fees for usimdsrthat belong to the Corporation. Interest ahératevenue in
the same quarter last year was $0.2 million. Yeatate interest and other revenue was $0.6 mittmmpared to
$0.8 million in 2005.

Production Costs and Cost of Sales

The cost of clean coal produced at Grande Caché&sGuming operations in the fourth quarter of 006 was
$86 per tonne, down from $99 per tonne in the thudrter, $104 per tonne in the second quarter$di® per
tonne in the first quarter. The average cost of poaduced year to date was $98 per tonne. Inlfid0@5 as the
Corporation transitioned from the development phagbe production phase, the average cost ofproaluced was
$91 per tonne.

In the fourth quarter, the Corporation achievedhitghest level of clean coal production since opiena began in
autumn 2004. The increased production levels amgiag cost improvement measures had a positive ¢dmpa
cost of production per clean tonne.

Increases in raw coal mined from both the surfageerand the underground mine were also achievedaltiee
impact of depillaring operations in the undergroumithe and a declining strip ratio in the surfaceeniThe strip
ratio was 9:1 in the quarter, bringing the yeadate ratio down to 10:1.

The fourth quarter production levels along with sosales slipping into April 2006 led to an increasecoal
inventory. As a result, the value of coal inventorgreased $9.1 million over the course of the toguarter.

Total cost of sales for the fourth quarter of fis2806 was $26.7 million or $121 per tonne compae&20.5
million or $111 per tonne in the comparable quaotethe prior year. The cost of sales consistedost of product
sold of $20.8 million ($94 per tonne) and distribntcosts of $5.9 million ($27 per tonne). The aafsproduct sold
and distribution costs for the fourth quarter etéil 2005 were $17.8 million ($97 per tonne) and $aillion ($14
per tonne), respectively. The low distribution costthe prior year was primarily due to the higlogortion of
thermal coal sales.

For the full year, cost of sales totaled $112.3iamlor $124 per tonne, compared to $30.5 millioi$d15 per tonne
last year when the Corporation was entering praduootvith a strip ratio of 7:1 in the surface minedaselling
significant quantities of thermal coal which calower distribution costs.
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Other Expenses

The Corporation incurred general and administragdxgenses of $1.3 million during the fourth quadempared to
$1.0 million for the comparable quarter last yeéear to date general and administrative expenses ¥8.3
million compared to $4.9 million for fiscal 2005.

General and administrative expenses in the quamtduded non-cash charges of $0.2 million for stbeked
compensation, compared to $0.5 million last yeagarYto date stock-based compensation totaled $0l®mm
compared to $1.0 million last year. Also includadjeneral and administrative expenses was a foreighange
loss of $0.2 million compared to $0.1 million iretprior year.

Depreciation, depletion and accretion charges %&rg million in the fourth quarter compared to $fiflion in the
same quarter last year. Year to date charges v@rerfillion compared to $0.9 million for 2005, résg from a
full year of operations at increased productiorelsv

Liquidity and Capital Resources

Grande Cache Coal had cash and cash equivaleds.@fmillion at March 31, 2006, a decrease of $tilion
from the December 31, 2005 balance of $2.4 millDaring the fourth quarter of the prior year, ther@ration’s
cash position increased $14.4 million. The Corporeg cash position declined $34.5 million over ttveelve
months to March 31, 2006, compared to a $35.1aniliash increase during the prior year.

Cash used in operating activities during the foguhrter was $1.2 million, compared to a cash i§d2.3 million

in the same quarter of the prior year. The impromeinwas due to the current quarter’s net loss of $aillion

contrasted with a net loss of $10.2 million in te@me period of 2005, as well as changes in non-sasking

capital. For the year, operating activities resliite a cash use of $38.7 million compared to a eesshof $20.6
million during the prior year.

Financing activities during the three months enlfedch 31, 2006, generated cash of $1.4 million camag to a
cash increase of $37.1 million in the comparableopeof 2005. The Corporation drew $1.5 million acgh the
revolving facility in the fourth quarter of 2006h&e capital issued during the fourth quarter df22Qenerated net
proceeds of $37.7 million.

Financing activities generated cash of $19.3 mmillior the year to date compared to $97.1 millicst kgear. The
current year included cash proceeds from revohand term debt of $21.5 million, proceeds on thedsse of
share capital of $1.5 million and repayments tota$3.8 million of notes payable.

During fiscal 2006, the Corporation entered int§25 million secured credit facility consisting of$40 million
term facility and a $15 million revolving facilityrhe facilities are secured by a general secugtg@ment and have
a maturity date of April 8, 2007, subject to a gear extension option. Interest is payable monrdhly rate of prime
plus 2% per annum. The credit facilities financhd tetirement of a $5 million short-term loan thergidration
received from a related party in October 2005 ardaing used to finance the Corporation’s worldagital.

Cash provided by financing activities totaled $9illion in the prior year due to issuance of sheapital and
notes payable.

The Corporation used $1.6 million in cash for irtirgg activities during the quarter compared to $1fillion in
the same quarter last year. Investing activiteoanted for cash use of $14.9 million this yeampared to $41.3
million in the prior year. Investing activities inced capital asset additions of $16.8 million G308, compared to
$33.1 million in 2005.

The Corporation believes the current revolving Ifgciis sufficient to fund its ongoing working cdal
requirements. The Corporation expects to maintaifficeent inventory levels at the port to meet aumser
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requirements, provided adequate rail service iflabla. At March 31, 2006, the Corporation had $2&illion in
coal inventory, compared to $10.5 million in thé@pryear.

On April 5, 2006, Grande Cache Coal closed a bodgat equity financing. At closing, a total of Q@nillion 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 onemon share purchase warrant of the Corporatiah e&ole
warrant entitling the holder thereof to acquire @eenmon share at a price of $3.40 per share umpiill A, 2007.
The proceeds of the equity financing will be useditance the Corporation’s capital expenditured provide
additional working capital.

The Corporation did not have any off-balance sfieancing structures in place at March 31, 2006 ©hly long
term liabilities of the Corporation are asset mstient obligations with a present value of $3.5iamilland long term
debt of $10.0 million. Grande Cache Coal’'s ass#temment obligations are covered by a cash deprds#0.1
million and letters of credit totaling $5.4 milliggrovided to the Alberta Government, which are endly secured
by cash.

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 transpmél inventory to the ports. Rail service probleamsl delays
during the last portion of the fourth quarter ane first several weeks of the first quarter ofdis2007 restricted the
Corporation’s sales. Grande Cache Coal requiresovement in rail service to meet customer shipmants has
been in continual contact with the railway in atfgento secure adequate service levels.

During April 2006, the Corporation temporarily sespled clean coal production in the processing ptant
undertake several capital improvement projects dhatexpected to increase its future operatingieffcy. Grande
Cache Coal held adequate clean coal inventory &t stépment schedules through the month of Apid aormal
operations resumed in the month of May. Both théenground and surface mines maintained normal tadu
levels throughout April. It is anticipated that amnual maintenance and vacation shutdown will kertaluring the
Corporation’s second quarter.

Production levels in fiscal 2007 will be managedstiheduled sales volumes. As the Corporation idiraging
efforts to finalize contracts with new customertal sales volumes have not been finalized. Itiscgated that
production and sales in 2007 will be in the ranfg.® to 1.4 million tonnes.

Metallurgical Coal Markets

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.

Contract negotiations for the upcoming coal yearargoing. The Corporation will provide furtheraniation on
coal sales for fiscal 2007 once substantially alhtcacts are settled and prices are established.dEmand for
metallurgical coking coal is expected to remairrmsly over the medium term as worldwide supply anchatel
remains balanced.
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Capital Expenditures

The Corporation anticipates spending approximek&ly millionon capital additions and a drilling program in &ikc
2007. Options available for financing capital exgitures expected to result in improvements to tbep@ration’s
cost structure include debt financing, capital qremting lease arrangements or equipment manugatstur

financing.
Other Information

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

As at May 26, 2006, there were 50,768,688 shaseeisand outstanding, and the following share optigere 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 outstandingcisedale 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, 2D05, is available on the Corporation's SEDAR pany

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

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
Notes payable (note 4)
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.

$

March 31 March 31
2006 2005
(Unaudited) (Audited)
973 $ 35,455
6,138 9,666
2,836 4,755
26,509 10,838
1,490 199
37,946 60,913
82 82
21,074 18,450
31,646 20,775
90,748 $ 100,220
15,653 $ 14,302
- 3,647
11,500 -
27,153 17,949
10,000 -
3,470 2,338
40,623 20,287
101,715 99,751
1,621 1,275
(53,211 (21,093)
50,125 79,933
90,748 $ 100,220
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(thousands of Canadian dollars, except per shanewants)

Three Three Twelve Twelve
months months months months
ended ended ended ended
March 31 March 31 March 31 March 31
2006 2005 2006 2005
(Unaudited) (Unaudited) (Unaudited) (Audited)

Revenue
Sales $ 26,971% 11,935% 90,106% 16,822
Interest and other 147 213 578 827
27,118 12,148 90,684 17,649

Expenses
Cost of product sold 20,753 17,766 91,385 26,222
Distribution 5,964 2,704 20,888 4,259
General and administrative 1,288 1,007 5,335 4,908
Interest and other 355 25 747 125
Depreciation, depletion and accretion 1,098 727 3,686 895
29,458 22,229 122,041 36,409
(2,340 (10,081 (31,357 (18,760)
Taxes (280 (146 (761 (179)
Net loss (2,620 (10,227 (32,118 (18,939)
Deficit, beginning of period (50,591 (10,866 (21,093 (2,154)
Deficit, end of period $ (53,211% (21,093% (53,211% (21,093)

Net loss per shargnote 8)

Basic and diluted $ (0.06'$ (0.27% (0.79°'% (0.56)

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

Cash provided by (used for)

Operating activities
Net 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
Proceeds on revolving and term debt (note &
Proceeds on issuance of share capital (note
Proceeds on issuance of notes payable (not
Repayment of notes payable (note 4)

Share issuance costs
Net change in non-cash working capital
relating to financing activities

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

(Decrease) increase 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 finhsigitements.

11

Three Three Twelve Twelve
months months months months
ended ended ended ended
March 31 March 31 March 31 March 31
2006 2005 2006 2005
(Unaudited) (Unaudited) (Unaudited) (Audited)
(2,620% (10,227% (32,118% (18,939)
185 486 767 1,004
2 (168; 277 (253)
1,098 727 3,686 895
(1,335 (9,182 (27,388 (17,293)
111 (3,111 (11,345 (3,314)
(1,224) (12,293 (38,733 (20,607)
1,500 - 21,500 -
- 40,011 1,545 99,097
- - - 5,335
- (556) (3,752 (1,186)
- (2,357) (1) (5,959)
(145 - - (197)
1,35k 37,098 19,29z 97,090
(254 (3,510 (4,456 (12,535)
(1,273 (6,572 (12,350 (20,527)
(107 (12) 3,501 (9,872)
(69) (489) (1,592 1,612
(1,603 (10,582 (14,897 (41,322)
) 179 (144, (43)
(1,474 14,402 (34,482 35,118
2,447 21,053 35,455 337
973 % 35,455% 973 % 35,455
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Notes to Consolidated Financial Statements
March 31, 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 315.200

The interim consolidated financial statements sthdud read in conjunction with the consolidated firial
statements and notes thereto in the Corporatiomisal report for the year ended March 31, 2005.

The year ended March 31, 2006, represents the @anpo's first full year of production and coal ssl For the
Corporation’s fiscal 2005 year, production did beigin until late in the second quarter and initiaal sales
occurred in the third quarter.

Reclassification

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

Cash secured letters of credit in the amount o43% 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, inclugli$il19 provided in the fourth quarter. In additicash secured
letters of credit of $700 have been made availdbleservice providers. The cash secured letter eflitr
outstanding as security for the notes payable wasetled during the second quarter and restricastl of $2,875
was released, and a cash secured letter of coeditlR was cancelled in the fourth quarter

Inventory
March 31 March 31
2006 2005
Coal inventory $ 25041 % 10,478
Materials inventory 1,468 360
Total $ 26,509 $ 10,838

Notes Payable

The Corporation entered into a coal sale agreextateid April 13, 2004, with a Japanese trading camfthe
“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 ssgreement, the parties entered into an advaagment
agreement pursuant to which the Trading Co. agreedivance U.S.$4,000 to the Corporation. As theaack
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.

Revolving and term debt

During the third quarter of 2006, the Corporatioieeed into a $20 million secured credit facilignsisting of a
$10 million term facility and a $10 million revohg facility. Interest was payable monthly at a @t@rime 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

12
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(Unaudited)
(thousands of Canadian dollars, except per sharewats)

The credit facilities are being used to finance @meporation’s working capital and allowed for ttetirement of
a $5 million loan the Corporation received from amber of the Board of Directors in October 2005 Tdan
was secured by coal inventory at port, was intebbestring at 8% per annum and repayable 2 montins fhe

date of receipt.

6. Asset Retirement Obligations

Future asset retirement obligations were calculateskd on the Corporation’s estimated costs tdlfitff legal
asset retirement obligations. The Corporation lstisnated the net present value of its asset reéintimbligations
to be $3,470 as at March 31, 2006, based on aftdtatke liability of $7,123. The Corporation’s citeddjusted
risk free rates range from 5.5% to 7.6% dependmthe term of estimated years to reclamation.

The following table reconciles the Corporation’setsetirement obligations:

Twelve
months ended
March 31
2006
Balance — March 31, 2005 $ 2,338
Increase in liability 935
Accretion expense 197
Balance — March 31, 2006 $ 3,470
7. Share Capital
Authorized
Unlimited common shares
Unlimited preferred shares, issuable in series
Issued
Stated
(thousands) Number Value
Common shares
Balance — March 31, 2005 40,134 306,798
Shares issued on exercise of warrants 485 211,5
Shares issued on exercise of options 150 444
Balance — March 31, 2006 40,769 108,763
Less: Share issuance costs 7,048
$ 101,715

In the first quarter of 2006, 485 thousand agemtsfrants were exercised for cash proceeds of $1,080
exercise of these warrants, $261 was creditedamestapital from contributed surplus.

During the second quarter of 2006, 133 thousandesbptions were exercised for cash proceeds of .$268
exercise of these options, $147 was credited tslhee capital from contributed surplus.

During the third quarter of 2006, 16 thousand slogtéons were exercised for cash proceeds of Ii7 exercise
of these options, $12 was credited to share cdpital contributed surplus.

13
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Notes to Consolidated Financial Statements
March 31, 2006

(Unaudited)

(thousands of Canadian dollars, except per sharewats)

8. Net Loss per Share

The following reconciles the denominators for basid diluted net loss per share calculations. Tdestry stock

method is used to determine the dilutive effedthefshare options. The effect of all option andramtrexercises
would be anti-dilutive to the loss per share.

Three Three Twelve Twelve
months ended months ended months ended months ended
March 31 March 31 March 31 March 31
2006 2005 2006 2005
Weighted average shares
outstanding — basic and diluted 40,769 38,303 ,658) 33,697
Net loss $ (2,620) $ (10,227) $ (32,118) $ (18,939)
Net loss per share:
Basic and diluted $ (0.06) $ (0.27) $ (0.79) $ (0.56)

9. Stock-Based Compensation

The Corporation has a share option plan, pursuamthich the Board of Directors or a committee tbénmay
from time to time grant options to purchase comrsioares. Total stock-based compensation expenisel@atin
general and administrative expenses for the quassr$185 and was a result of options granted patso the
Corporation’s share option plan. The year to dateksbased compensation expense was $767.

Share options to purchase 55 thousand common siiaaesexercise price of $9.08 were granted to eyegls of
the Corporation under the Corporation’s share oppi@n on June 10, 2005. The share options wecegat the
trading price of the Common Shares on the datbefjtant and have a five year term. Share optiomsitchase

30 thousand of the common shares vested immediatelyptions to purchase 25 thousand of the conghares
are subject to a two year vesting period.

On September 30, 2005, 131 thousand options tdhpseccommon shares were cancelled.
Options to purchase 125 thousand common shareseatesicise price of $4.50 were granted to emplopédise

Corporation under the Corporation’s share optianpn October 17, 2005. The options have a five teran
and are subject to a two year vesting period.

On October 15, 2005, 108 thousand options to pseekammon shares were cancelled, on December 2, 280
thousand options to purchase common shares weceltshand on December 29, 2005, 10 thousand aptmn
purchase common shares were cancelled.

On January 13, 2006, 10 thousand options to puect@®mmon shares were cancelled.

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

pricing model, using an estimated volatility at tivae of each grant between 42% and 61%, risk-finéerest
rates of approximately 3% and expected lives df fiears.
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(thousands of Canadian dollars, except per sharewats)

Details of the share options outstanding are dgvist

Common Shares

Weighted

Average

Exercise

(thousands of shares) Number Price
Outstanding — March 31, 2005 1,805 $ 261
Granted 55 9.08
Cancelled - -
Exercised - -
Outstanding — June 30, 2005 1860 $ 2.80
Granted - -
Cancelled (131) 4.08
Exercised (133) 2.01
Outstanding — September 30, 2005 159 $ 287
Granted 125 4.50
Cancelled (141) 4.44
Exercised (16) 1.00
Outstanding — December 31, 2005 1564 $ 277
Granted - -
Cancelled (20) 9.08
Exercised - -
Outstanding — March 31, 2006 1554 $ 273

Details of the share options exercisable at Madg2806 are as follows:
Common Shares

Weighted
Average
Exercise
(thousands of shares) Number Price
700 $ 1.00
162 3.70
105 11.56
10 9.08
977 $ 2.67

Of the share options outstanding, 1,259 thousaridrepexpire in 2009 and the remaining 295 thoussivate
options expire in 2010.

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 eqeigt is U.S.$16 million, with progress paymentsurez over

the course of the manufacturing process. To Madgh2806, U.S.$4.7 million in progress payments Hawen
paid.
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11.

Subsequent Events

On April 5, 2006, the Corporation closed a bougrdldequity financing. At closing, a total of 1@rlllion 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 onem®n share purchase warrant of the Corporatioch ea
whole warrant entitling the holder thereof to acgune common share at a price of $3.40 per shwilefypril 5,
2007.

On April 7, 2006, the Corporation provided a castused letter of credit of $300 to a service previd

On April 12, 2006, 900 thousand options to purchaseamon shares were granted to employees and atisenft
the Corporation at an exercise price of $2.44 pares The options have a five year term and arsuto an 18
month vesting period.
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For further information, please contact:
Rhonda M. Bennetto, Director, Investor & Corpomatdations

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

Canada

Telephone: (403) 705-3803
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&®05 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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