Grande Cache Coal Corporation
Management’'s Discussion & Analysis

This Management's Discussion and Analysis ("MD&ARould be read in conjunction with the unaudite@rim

consolidated financial statements and notes theimtdhe period ended September 30, 2010, and tiokteal

consolidated financial statements, notes and EIMB&A thereto of Grande Cache Coal Corporation ré@le

Cache Coal" or the "Corporation") for the fiscahyended March 31, 2010. The consolidated finarst&kments
have been prepared in accordance with Canadiamallgn@ccepted accounting principles. This discusgrovides
management's analysis of the Corporation's higtbficancial and operating results and providegreges of the
Corporation's future financial and operating perfance based on information currently available.uAttesults
will vary from estimates and the variances mayigeificant. Readers should be aware that historesillts are not
necessarily indicative of future performance. &fiarences are to Canadian dollars unless othemdseated.

This MD&A was prepared using information that isremt as of November 8, 2010.

In the interest of providing Grande Cache Coalaraiholders and potential investors with informatiegarding
Grande Cache Coal, including management's assesef@rande Cache Coal's future plans and opeistizertain
statements in this MD&A are "forward-looking statms" within the meaning of applicable Canadiarugges
legislation. In some cases, forward-looking stateisiecan be identified by terminology such as "apate",

"believe", "continue”, "could", "estimate", "expg&ctforecast”, "intend", "may", "objective", "onguj", "outlook",
"potential”, "project”, "plan”, "should", "target"would", "will" or similar words suggesting futureutcomes,
events or performance. The forward-looking statesenntained in this MD&A speak only as of the datehis

document and are expressly qualified by this caatip statement.

Specifically, this MD&A contains forward-lookingatements relating t@nticipated sales volumes of metallurgical
coal in fiscal 2011; anticipated cost of coal sdlediscal 2011;anticipated capital expenditures in fiscal 2011,
anticipated development activities in No. 8 pit amticipated timing of such activities.

These forward-looking statements are based onigdaty assumptions regarding, among other thinganaterial
change in the geological and operating conditionsl@. 8 pit; no material disruption in productiaorh the No. 8
pit or the No. 7 underground operation; no mateviatiation in anticipated coal sales volumes; natemal

variations in markets and pricing of metallurgicahl other than anticipated variations; continueailability of and

no material disruption in rail service and portiliies other than anticipated; no material delaysthe current
timing for completion of ongoing projects; finanginvill be available on terms favourable to the Qogtion; no
material variation in historical coal purchasinggtices of customers; coal sales contracts wikktered into with
new customers; parties execute and deliver cost@atrently under negotiation; and no materialatéyns in the
current regulatory environment. The reader isioaatl that such assumptions, although consider@sbrable by
Grande Cache Coal at the time of preparation, mayepto be incorrect.

Actual results achieved during the forecast pefridltl vary from the information provided herein asresult of
numerous known and unknown risks and uncertaiatigsother factors. Such factors include, but atdimited to:
changes in general economic, market and busineslitoms; uncertainties associated with estimathegquantity
and quality of coal reserves and resources; contsngulices, currency exchange rates, the availgbdlft credit
facilities for capital expenditure requirementsptservice requirements; dependence on a singlesyatem;
changes to legislation; liabilities inherent in ta@ne development and production; competition fimong other
things, capital, acquisitions of reserves, undey@iblands and skilled personnel; geological, ming processing
technical problems; ability to obtain required miilgenses, mine permits and regulatory approvatgired to
proceed with mining and coal processing operatiabdijty to comply with current and future enviroamal and
other laws; actions by governmental or regulatouyherities including increasing taxes and change®ther
regulations; and the occurrence of unexpected svemblved in coal mine development and productamg other
factors, many of which are beyond the control ohigie Cache Coal. Many of these risk factors anérteiaties
are discussed in Grande Cache Coal's Annual Infism&orm, Grande Cache Coal's MD&A, and other doents
Grande Cache Coal files with the Canadian secsniggulatory authorities.

There is no representation by Grande Cache Cobhttaal results achieved during the forecast penidl be the
same in whole or in part as those forecast and der&@ache Coal does not undertake any obligatiomptiate
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publicly or to revise any of the included forwambking statements, whether as a result of new mmdion, future
events or otherwise, except as may be require@plcable securities laws.

Readers of this Management's Discussion and Arsagysiuld refer to the section entitled "Risk Fagtain Grande
Cache Coal's Management's Discussion and Analgsisdanual Information Form for the fiscal year eddéarch
31, 2010 for factors which could potentially impaioe Corporation's financial performance and ititglio meet

its targets.

Financial Overview

As at As at
September 30  March 31
(millions of dollars) 2010 2010
Balance Sheet
Cash and cash equivalents 54.9 87.4
Total assets 379.5 337.7
Long-term liabilities 77.4 54.4
Shareholders’ equity 270.7 250.8
Three months ended Six months ended
September 30 September 30
(millions of dollars, except per share amounts) 2010 2009 2010 2009
Statement of Net Income and Comprehensive
Income
Revenue 81.2 44.8 150.2 119.4
Cost of sales 55.2 30.2 106.1 86.8
Income from operations 16.6 9.5 25.1 20.2
Net income and comprehensive income 14.1 9.3 18.1 14.4
Basic net income per share 0.15 0.10 0.19 0.15
Diluted net income per share 0.14 0.09 0.18 0.15
Three months ended Six months ended
September 30 September 30
(millions of tonnes, except per tonne amounts) 2010 2009 2010 2009
Statistics
Clean coal production (tonnes) 0.33 0.43 0.70 0.77
Coal sales (tonnes) 0.44 0.36 0.89 0.87
Average sales price (US$/tonne) 177 120 163 126
Average sales price (CDN$/tonne) 185 124 168 138
Cost of product sold ($/tonne) 98 57 92 73
Distribution costs ($/tonne) 27 27 27 27
Cost of sales ($/tonne) 125 84 119 100
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Revenue

Fiscal 2011 second quarter revenue was $81.2 milligpresenting an 81% increase over revenue aB$adlion
in the same period last fiscal year. Higher salésep were the main contributor to the increaseeirenue as the
current quarters average selling price was $185qrere, up from $124 per tonne in the comparabteogeThe
average selling price of metallurgical coal, whadtounted for 92% of the total sales volume, w&3%dier tonne
(US$186 per tonne) and included 0.14 million tonoksarryover tonnage at lower prices. Also conttiihg to the
increase in revenue was a 22% increase in salesnesl as total coal sold was 0.44 million tonnednduthe
quarter, up from 0.36 million tonnes in the compéegeriod of fiscal 2010.

Revenue for the first six months of the fiscal yeas $150.2 million on sales of 0.89 million tonmesnpared to
revenue of $119.4 million on sales of 0.87 millimmnes in the same period last year. The averdge péce for
the fiscal year to date was $168 per tonne, 22%emithan $138 per tonne in the first half of fis2@ll0. The higher
price during the current fiscal year reflects arréase in contract price settlements, which anegoeégotiated on a
quarterly basis, offset by a portion of lower pdciermal coal and lower priced carryover tonnagenffiscal
2010. The average Canadian dollar sales price orddl&r denominated sales is being hampered byomggtr
Canadian dollar in relation to the US dollar asdlierage exchange rate was 1.03 during the fitsbhéiscal 2011,
compared to 1.14 in the first half of fiscal 2010.

Cost of Sales

The cost of sales during the second quarter wa$88lion, or $125 per tonne, compared to $30.Riom, or $84
per tonne in the same period last year. Cost efssal the current quarter consisted of cost of pcodold of $43.2
million ($98 per tonne) and distribution costs A% million ($27 per tonne). In the comparable regraof fiscal
2010, the cost of product sold was $20.4 millioBA$%er tonne) and distribution costs were $9.8ioml($27 per
tonne).

The increase in the unit cost of product sold veagdly a result of challenging operating and geickigconditions
in the first phase of mining in No. 8 pit, whichstdted in lower than expected production. The ahitioal being
mined from No. 8 pit has thus far garnered a loanplyield due to the quality and characteristicea@dl that is
close to the surface. In addition, the second quattip ratio was higher in No. 8 pit than it wasNo. 12B2 pit
during the second quarter of fiscal 2010, resultmdpigher costs for labour, due to an increasthennumber of
employees, diesel fuel and external contractoricesv

Cost of sales for the fiscal year to date was $@dllion, or $119 per tonne, compared to $86.8iam| or $100
per tonne in the first six months of last year.luded in the current year was cost of product e6I882.2 million
($92 per tonne) and distribution costs of $24.0ioml($27 per tonne). In the comparable periodisddl 2010, the
cost of product sold was $63.2 million ($73 pem®nand distribution costs were $23.6 million (§&f tonne).

The unit cost of product sold increased duringfitst half of the fiscal year compared to fiscall®Qprimarily due
to the transition in surface mining areas from MAB2 pit to No. 8 pit, as well as challenging opiegconditions
experienced in the first phase of operations in 8Iqit. The strip ratio in No. 8 pit during the tial stages of
production was higher than the strip ratio from N2B2 pit during the first six months of fiscal ZD1As a result,
the unit cost of product sold was considerably éighs additional waste movement was required &asel the raw
coal. In addition, there were higher maintenanced agpair costs resulting from an enhanced previgetat
maintenance program as well as an increase inrite @f diesel fuel.

Other Operating Expenses

General and administrative expenses during thenskeqaarter were $3.0 million, compared to $2.2iomillin the
same period last year. Included in general and ridtritive expenses were head office administratine
marketing charges of $2.1 million (fiscal 2010 -%nillion) and non-cash charges for stock-basedpansation of
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$0.9 million (fiscal 2010 - $0.3 million). For tHiscal year to date, general and administrativeeesps were $5.4
million in comparison to $4.3 million during thedt half of last fiscal year.

Depreciation, depletion and accretion charges #éré million in the second quarter (fiscal 20102:9%million)
and $13.6 million in the first six months of theayédfiscal 2010 - $8.1 million). The increase waisnarily a result
of additional capital assets, the change in vafugepreciation and depletion included in coal ineey, and a one
time depletion expense during the first quartesttarge remaining No. 12B2 pit development costadome.

Other Income (Expenses)

During the second quarter the Corporation had @idarexchange gain of $1.5 million, in contrasat$1.4 million
foreign exchange loss during the same period issalfyear. For the fiscal year to date, the Caapion’s foreign
exchange gain was $2.6 million versus a $4.6 millass in the first six months of the prior fisgalar. The loss in
fiscal 2010 was the result of a significant stréveging of the Canadian dollar against the US dollar

The Corporation recorded an unrealized foreign argk gain of $2.5 million during the second quantdaiting to

foreign exchange forward contracts, compared taia $3.2 million in the same period of fiscal 20Dluring the

first half of the fiscal year, foreign exchangewiiard contracts have resulted in a loss of $1.3aonilin contrast to a
$3.0 million gain in the same period last year.

Interest and other income was $0.1 million in theasnd quarter (fiscal 2010 - $0.1 million) and $Guflion for the
fiscal year to date (fiscal 2010 - $0.2 million)daconsisted primarily of interest earned on resdcaash, interest
earned on short term investments and access femgeth for the use of roads and bridges belonginghéo
Corporation. Interest and other expenses were $@libn for both the three and six months endedtSeper 30,
2010, and consisted primarily of interest paid apital leases.

Taxes

The Corporation’s second quarter tax expense wa® Biilion, which included a current tax expense$ef7
million for provincial Crown royalties and a futunecome tax expense of $5.1 million. In the secquodrter of
fiscal 2010, the Corporation incurred a tax expenis$2.1 million, which included a current tax erge of $0.3
million for provincial Crown royalties and a futuircome tax expense of $1.8 million.

Liquidity and Capital Resources

Grande Cache Coal held cash and cash equivaler§409 million at September 30, 2010. During theosd
quarter cash and cash equivalents decreased b§ #flfion in comparison to a decrease of $18.2iomllduring
the same period last fiscal year. The Corporaticash position has decreased by $32.6 million duitie first six
months of fiscal 2011.

Second quarter operating activities generated $hlllibn in cash compared to $4.1 million in theveaperiod last
year. Cash generated prior to changes in non-casking capital was $22.8 million (fiscal 2010 - $32nillion)
primarily as a result of higher net income. For fingt half of the fiscal year, cash generated pgrating activities
before changes in non-cash working capital wasSdlion compared to $27.3 million last year.

Fiscal 2011 financing activities led to a cash dase of $6.2 million during the second quarter $d million for
the year to date compared to a decrease of $2lidmiih both the three and six months ended Septerdd, 2009.
Included in financing activities were payments todgacapital lease obligations of $6.6 million ie tsecond quarter
(fiscal 2010 - $2.4 million) and $10.2 million fdre year to date (fiscal 2010 - $2.4 million). Gabiease payments
were higher during the current fiscal year as aoltit mining equipment was purchased under capéase
agreements. Also included in second quarter fimgneictivities were cash proceeds of $0.4 milliasc@l 2010 -
$0.3 million) from the exercise of share options.
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Investing activities during the second quartertie@ cash decrease of $22.2 million compared to6sd8llion in
the same period of fiscal 2010. Capital additionsoanted for $21.8 million (fiscal 2010 - $18.7 lioih) and
consisted of the addition of buildings and equipmeh $14.6 million (fiscal 2010 - $17.6 million) dnthe
development of mineral properties for $7.2 millidiscal 2010 - $1.1 million).

During the first six months of fiscal 2011 invegfiactivities resulted in a cash decrease of $53l®mcompared
to $29.3 million in fiscal 2010, the majority of wh was due to capital additions. Year to dateddgs and
equipment additions were $31.6 million and develeptrof mineral properties was $21.4 million, thejonisy of
which related to the development of No. 8 pit.

In fiscal 2011, the Corporation acquired mining ipqent through capital lease agreements includig$10.8
million during the first quarter and US$14.7 mitlicduring the second quarter. As at September 300,2the
Corporation had made deposits of US$15.5 milliod bad remaining purchase commitments of $18.4amijllon
mining equipment that will be financed through t¢alpiease arrangements in fiscal 2011, upon whiobk the cash
will be returned to the Corporation. SubsequenSéptember 30, 2010, the Corporation finalized ehpéase
agreements for a Komatsu WA1200 loader and a P&BXBZ drill amounting to US$3.7 million and US$5.0
million, respectively.

Grande Cache Coal has an agreement with HSBC Bankda to provide the Corporation with a creditlitgcup
to $28 million and the ability to enter into foraigxchange hedging arrangements. At September@@®, 2he
Corporation had a series of foreign exchange faveantracts to sell a total of US$48 million and433 million at
an average rate of 1.05 and 1.06, respectivelys@ kentracts settle in monthly installments, ths¢ ¢d which will
mature by July 2011.

The Corporation believes that its existing caslshcfiow from operations and its operating creddilfey will be
sufficient to fund ongoing working capital requirents. The Corporation expects that capital exparelitduring
fiscal 2011 will be funded by existing cash, cdslwffrom operations and equipment leases.

Grande Cache Coal expects that coal inventory aatiproduction will be sufficient to meet anticipdtcoal sales
volumes for fiscal 2011. At September 30, 2010, Gloeporation had $13.8 million in coal inventorgnepared to
$22.2 million at June 30, 2010.

The Corporation did not have any off-balance sHe®tncing structures in place at September 30, 2@%0
September 30, 2010, the Corporation had long ternilities for asset retirement obligations witpr@sent value of
$12.0 million, future income tax liabilities of $24million and capital lease obligations of $41.8lion. Grande
Cache Coal's asset retirement obligations are eavéry letters of credit totaling $11.8 million prded to the
Alberta Government, which are presently securetebiricted cash.

In order to ensure the continued availability ofidaaccess to, facilities and services to meet dipes
requirements, the Corporation has entered intoi+yedtr agreements for the lease of coal propetitgst vehicles,
equipment, buildings and office space.

The Corporation has entered into various purchasendtments for mining equipment. At September 301.Q
remaining payments owing on the mining equipmens approximately $25.2 million, which included USlldo
commitments of US$18.7 million.
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Future minimum undiscounted amounts payable byCimporation under contracts existing at Septembef810,
were:

(millions of Canadian dollars) Payments Due by Period

Less than 1 2-3 4-5 After
Contractual Obligations Total year years years 5 years
Operating Leases 3.6 0.8 1.4 1.0 0.4
Capital Leases 58.9 125 26.8 18.5 1.1
Purchase Obligations 25.2 25.2 - - -
Total Contractual Obligations 87.7 38.5 28.2 19.5 51

Recent and Upcoming Changes in Accounting Policies

All accounting policies adopted by the Corporatéoa in accordance with Canadian generally accegtedunting
principles. There were no changes in accountingieslduring the current period.

Convergence with International Financial Reporting Standards

The Canadian Accounting Standards Board ("AcSB'f)fiomed that International Financial Reporting $tards
("IFRS") will replace Canadian generally acceptectomnting principles ("GAAP") in 2011 for publicly
accountable enterprises. As such, the Corporatithib&required to adopt IFRS for the fiscal yeagimning April
1, 2011, including comparative data from the pfiescal year. The Corporation’s first filing of IFR&mpliant
financial statements will be the first quarteristal 2012 (June 30, 2011).

The Corporation’s conversion approach consistfiaet phases: 1) Diagnostic, 2) Evaluation and 2gwveént and
3) Implementation. With the assistance of thirdtpadvisers, the Corporation completed the diagngstase,
which identified the key differences between thegooation’s current accounting policies and IFR8 astimated
the level of impact on the consolidated financi@tesments. The Corporation made significant pragiasthe
evaluation and development phase including thedig:

« Completed an assessment on the effects of adomtidey financial statement components;

« Made choices regarding alternatives available ufidgrtime adoption (IFRS 1);

» Componentization of property, plant and equipmexst lreen substantially completed;

» Prepared an assessment of changes to stock baspértsation provisions and asset retirement obdigafi

» Prepared mock financial statements including orffR3$ presentation and disclosure requirements and
conducted a review of these statements with thatAlammittee of the Board of Directors;

» Continued assessments of less critical IFRS tiansgsues;

e Continued training of key personnel and stakehgtdand

e Maintained communication with the Corporation’sepéndent external auditors.

The Corporation has transitioned into the impleragon phase. Key initiatives that will be achievied the
implementation phase include the following:

» Finalize the development of IFRS accounting podicie

» Revise internal control procedures and documematia implement controls as required;

* Prepare IFRS compliant interim and annual finanstatements for the fiscal year ended March 31,1201
including reconciliation to previously reported GRAand

» Prepare IFRS compliant interim and annual finarsialements for the fiscal year ended March 312201

The full extent of adopting IFRS and the impact tbe Corporation’s financial position and future ulés of
operations is not reliably determinable at thisetinThe Corporation will continue to monitor devetmnts in
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accounting standards as issued by the Internatisc@dunting Standards Board and the AcSB which afégct the
timing, nature and disclosure of the Corporati@dsption of IFRS and will update its plan as neagss

Disclosure Controls and Procedures and Internal Cotrols over Financial
Reporting

The Corporation’s Chief Executive Officer ("CEO'RdaChief Financial Officer ("CFQO") have designedcaused
to be designed under their supervision, disclosorgrols and procedures to provide reasonable asserthat: (i)
material information relating to the Corporationnmde known to the Corporation’s CEO and CFO bemsth
particularly during the period in which the annwadd interim filings are being prepared; and (ifformation

required to be disclosed by the Corporation iraitaual filings, interim filings or other reportéefil or submitted by
it under securities legislation is recorded, preeds summarized and reported within the time pesjpetified in

securities legislation.

The Corporation’s CEO and CFO have designed, osezhto be designed under their supervision, intexotrol
over financial reporting to provide reasonable emste regarding the reliability of the Corporat®riinancial
reporting and the preparation of financial statetsiéor external purposes in accordance with thea@mm GAAP.
The Corporation is required to disclose herein ahgnge in the Corporation’s internal control ovirafcial
reporting that occurred during the period beginnomyJuly 1, 2010 and ended on September 30, 20&0,has
materially affected, or is reasonably likely to evally affect, the Corporation’s internal contrler financial
reporting. No material changes in the Corporationtsrnal control over financial reporting were ritiied during
such period that has materially affected, or assaeaably likely to materially affect, the Corpooats internal
control over financial reporting.

It should be noted that a control system, includhmgCorporation’s disclosure and internal contesld procedures,
no matter how well conceived, can provide only ogable, but not absolute, assurance that the dlgeodf the

control system will be met and it should not beextpd that the disclosure and internal controlsgndedures will

prevent all errors or fraud.

Summary of Quarterly Results

Fiscal Fiscal Fiscal

2011 2010 2009
(millions, except per unit amounts) Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3
Clean coal production (tonnes) 0.33 0.37 0.54 0.420.43 0.34 0.26 0.35
Coal sales (tonnes) 0.44 0.45 0.43 0.47 0.36 0.51.11 0 0.36
Average sales price (US$/tonne) 177 149 120 131 120 129 292 213
Average sales price (CDN$/tonne) 185 152 118 134 4 12 147 364 254
Cost of product sold ($/tonne) 98 86 66 76 57 84 72 96
Distribution costs ($/tonne) 27 26 28 30 27 27 24 2 3
Cost of sales ($/tonne) 125 112 94 106 84 111 96 8 12
Revenue ($) 81.2 69.0 50.7 62.4 44.8 74.6 38.7 91.9
Income from operations ($) 16.6 8.5 1.0 5.5 9.5 710. 245 41.3
Net income ($) 14.1 4.0 1.4 4.3 9.3 5.1 18.9 36.8
Basic net income per share ($) 0.15 0.04 0.01 0.04.10 0.05 0.20 0.38
Diluted net income per share ($) 0.14 0.04 0.01 40.0 0.09 0.05 0.20 0.38
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Although clean coal production has declined in plast two quarters, largely due to the transitiorthie surface
mining areas, sales volumes have remained staleletbg past several quarters. The average US dwllas price
was higher in the current quarter reflecting arréase in contract price settlements compared tpribeeding coal
year when prices were negotiated during the glebahomic crisis. The average cost of sales hasased during
the past two quarters largely due to the transitidihe surface mining areas and challenging operabnditions in
the initial phase of No. 8 pit, as well as highepair and maintenance costs and an increase iprite of diesel
fuel. Despite the increase in costs, the Corpanatialized its highest net income since the foqgtarter of fiscal
2009 due to the increase in the selling price al.co

Outlook

The Corporation began producing coal from the fiisase of development in No. 8 surface pit durhmg second
quarter of fiscal 2011, however challenging terrsiowed access developmergsulting in lower than expected
production levels and higher costs. Challengingogmpphical conditions are also impacting the camsion of
roads and the development of the next two phasepa@ftions in No. 8 pit. Production from these pinases was
anticipated to commence by October 1, 2010 bubkas delayed by approximately two months.

Grande Cache Coal ships the majority of its prodiuciugh Westshore Terminals port in Vancouver, retthere
have been some capacity constraint and congestors. The Corporation has been in discussions\Wétstshore
Terminals regarding these issues and has beeneddtismat due to the ongoing demand for coal, and
unprecedented backlog of vessels, congestion isste®xpected to continue throughout the remaindehe
Corporation’s fiscal year, which may affect theitigmand volume of the Corporation’s coal shipments.

As a result, in October 2010 the Corporation reduteanticipated sales volumes for fiscal 201& tange of 1.7 to
1.9 million tonnes, down from previous guidance2dd to 2.2 million tonnes. Sales volumes are cgatith upon
commencing production in the next two phases ofatmmns in No.8 pit and adequate rail and portises/

Industry benchmark pricing for the third quarterfistal 2011 has been settled at US$209 per toomthé highest
quality product. Grande Cache Coal anticipateswisrage metallurgical coal sales prices for thedthuarter will
be in the range of US$180 to US$190 per tonne, minicludes carryover tonnage.

As announced in October 2010, the average cosles$ dor fiscal 2011 is anticipated to be approxaiya$110 to
$115 per tonne, up from previous guidance of $1&5tpnne, primarily due to increased mining costthe initial
stages of production in No 8 pit and a reductioramicipated sales volumes. Lower than expectedymtion
levels, lower than expected sales volumes or aalasmn of mining input costs would have a negatimpact on
the projected cost of sales.

Grande Cache Coal plans to increase its annualptiod rate to 3.5 million tonnes by the end ofdils2013. This
is anticipated to require aggregate capital exgarel of approximately $225 million over the thresar period.
The Corporation expects that approximately $163ionilof this capital will be spent during fiscal D Capital
expenditures are expected to be funded by existish balances, cash flow from operations and eariplaases.

an
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Other Information
Looking forward, export trade credit insurance rbayused to support accounts receivable.

As at November 8, 2010, there were 97,394,873 camshares issued and outstanding, and the followirage
options were also outstanding:

Number Number Exercise
Share Options Outstanding Granted Vested Price Expiry Date
245,000 245,000 $2.44 April 11, 2011
176,668 176,668 $0.88 May 23, 2012
748,338 748,338 $1.04 January 8, 2013
150,000 99,996 $5.02 August 20, 2013
1,596,736 326,729 $1.01 November 12, 2013
100,000 33,333 $0.88 January 10, 2014
83,334 - $0.77 February 10, 2014
42,000 8,666 $3.57 August 18, 2014
125,000 - $5.95 February 10, 2015
2,145,000 - $5.61 June 11, 2015

Total 5,412,076 1,638,730

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpon&i@annual
information form for the fiscal year ended March, 2010, is available on the Corporation’'s SEDAR pany

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

As at As at
September 30 March 31
(unaudited) 2010 2010
Assets
Current assets
Cash and cash equivalents 54,878 $ 87,436
Restricted cash (note 3) 13,499 13,499
Accounts receivable (note 4) 21,292 12,483
Inventory (note 5) 20,627 33,999
Prepaid expenses and deposits (note 6) 17,511 9,114
Future income taxes (note 7) - 232
127,807 156,763
Capital assets (note 8) 251,677 180,935
379,484 $ 337,698
Liabilities
Current liabilities
Accounts payable and accrued liabilities 21,423 $ 25,716
Capital lease obligations (note 9) 9,665 6,744
Future income taxes (note 7) 314 -
31,402 32,460
Asset retirement obligations (note 10) 11,971 8,801
Capital lease obligations (note 9) 41,300 27,515
Future income taxes (note 7) 24,109 18,102
108,782 86,878
Shareholders’ Equity
Share capital (note 11) 197,156 196,232
Contributed surplus 4,833 3,945
Retained earnings 68,713 50,643
270,702 250,820
379,484 $ 337,698

Commitments (note 12)

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Net Income, Comprehengiincome and Retained Earnings

(thousands of Canadian dollars, except per share amounts)

Three months ended

Six months ended

September 30 September 30
(unaudited) 2010 2009 2010 2009
Revenue $ 81,183 $ 44,793 $ 150,216 $ 119,378
Expenses
Cost of product sold 43,224 20,487 82,166 63,152
Distribution 11,975 9,751 23,956 23,651
General and administrative 2,960 2,185 5,361 4,248
Depreciation, depletion and accretion 6,414 2,883 13,613 8,117
64,573 35,306 125,096 99,168
Income from operations 16,610 9,487 25,120 20,210

Other income (expenses)

Foreign exchange gain (loss) 1,493 (1,378) 2,589 (4,580)
Unrealized gain (loss) on foreign exchange forwarc
contracts 2,495 3,217 (1,333) 3,005
Interest and other income 102 104 163 230
Interest and other expenses (744) (21) (647) (28)
Income before taxes 19,956 11,409 25,892 18,837
Taxes
Current tax expense (697) (355) (1,269) (967)
Future income taxes expense (5,140) (1,763) (6,553) (3,498)
Net income and comprehensive income 14,119 9,291 18,070 14,372
Retained earnings, beginning of period 54,594 35,617 50,643 30,536
Retained earnings, end of period $ 68,713 $ 44,908 $ 68,713 $ 44,908

Net income per shargnote 13)
Basic $ 0.15 $ 0.10 $
Diluted 014 $ 0.09 $

»

See accompanying notes to the consolidated financial statements.
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Grande Cache Coal Corporation

Consolidated Statements of Cash Flows
(thousands of Canadian dollars)

Three months ended

Six months ended

September 30 September 30
(unaudited) 2010 2009 2010 2009
Cash provided by (used for)
Operating activities
Net income and comprehensive income $ 14,119 $ 9,291 $ 18,070 $ 14,372
Items not affecting cash
Stock-based compensation (note 14) 903 319 1,272 631
Unrealized foreign exchange (gain) loss (1,233) 1,257 (308) 3,732
Unrealized (gain) loss on foreign exchange forwe
contracts (2,495) (3,217) 1,333 (3,005)
Future income taxes 5,140 1,763 6,553 3,498
Depreciation, depletion and accretion 6,414 2,883 13,613 8,117
Settlement of asset retirement obligations (noje 10 (81) - (81) -
22,767 12,296 40,452 27,345
Net change in non-cash working capital relating to
operating activities (11,406) (8,243) (10,880) 20,343
11,361 4,053 29,572 47,688
Financing activities
Proceeds on exercise of options (note 11) 436 346 540 346
Payments on capital lease obligations (6,637) (2,383) (10,213) (2,402)
(6,201) (2,037) (9,673) (2,056)
Investing activities
Additions to mineral properties and development (7,218) (1,100) (21,422) (1,640)
Additions to buildings and equipment (14,546) (17,646) (31,547) (26,100)
Net change in non-cash working capital relating to
investing activities (452) 139 (19) (1,529)
(22,216) (18,607) (52,988) (29,269)
Effect of foreign exchange on cash and cash equieals (226) (1,617) 531 (4,280)
(Decrease) increase in cash and cash equivalents (17,282) (18,208) (32,558) 12,083
Cash and cash equivalents, beginning of period 72,160 98,326 87,436 68,035
Cash and cash equivalents, end of period $ 54,878 $ 80,118 $ 54,878 $ 80,118

See accompanying notes to the consolidated financial statements.
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Grande Cache Coal Corporation

Notes to the Consolidated Financial Statements
September 30, 2010

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

1.

Basis of Presentation

The interim consolidated financial statements ef@orporation have been prepared in accordanceGaitfadian
generally accepted accounting principles. The ime&onsolidated financial statements have beengpegpusing
the same accounting policies as the consolidateshéial statements for the fiscal year ended MadgH2010.

The interim consolidated financial statements sthdu read in conjunction with the Corporation’s itedl
consolidated financial statements and notes théoetihe year ended March 31, 2010.

Certain prior years’ figures have been reclassifeeddonform to the presentation adopted in theerurfiscal
year.

Upcoming Changes in Accounting Policies

Convergence with International Financial Reporting Standards

The Canadian Accounting Standards Board ("AcSBfifiomed that International Financial Reporting Stards
("IFRS™) will replace Canadian generally accepteztoanting principles ("GAAP") in 2011 for publicly
accountable enterprises. As such, the Corporatitinbes required to adopt IFRS for the fiscal yeaginning
April 1, 2011, including comparative data from theor fiscal year. The Corporation’s first filingf 3FRS
compliant financial statements will be the firseger of fiscal 2012 (June 30, 2011).

The Corporation’s conversion approach consistdafet phases: 1) Diagnostic, 2) Evaluation and @gweént
and 3) Implementation. With the assistance of tlpedty advisers, the Corporation completed the ribatic
phase, which identified the key differences betwdenCorporation’s current accounting policies #rRS and
estimated the level of impact on the consolidabednitial statements. The Corporation made sigmifipgaogress
in the evaluation and development phase includiegdllowing:

« Completed an assessment on the effects of adomtidey financial statement components;

* Made choices regarding alternatives available ufidgrtime adoption (IFRS 1);

« Componentization of property, plant and equipmexst lieen substantially completed;

* Prepared an assessment of changes to stock baspdrsation provisions and asset retirement obdigafi

e Prepared mock financial statements that includdgl B¥RS presentation and disclosure requirements an
conducted a review of these statements with thetALmmmittee of the Board of Directors;

» Continued assessments of less critical IFRS tiansgsues;

e Continued training of key personnel and stakehstdamd

e Maintained communication with the Corporation'sépeéndent external auditors.

The Corporation has transitioned into the impleragoh phase. Key initiatives that will be achieviedthe
implementation phase include the following:

* Finalize the development of IFRS accounting paodicie

* Revise internal control procedures and documemtai@ implement controls as required,;

e Prepare IFRS compliant interim and annual finanstatements for the fiscal year ended March 31,1201
including reconciliation to previously reported GRAand

e Prepare IFRS compliant interim and annual finarstalements for the fiscal year ended March 312201

The full extent of adopting IFRS and the impacttbe Corporation’s financial position and future uks of
operations is not reliably determinable at thisetirithe Corporation will continue to monitor deveiggnts in
accounting standards as issued by the Internatide@unting Standards Board and the AcSB which afésct
the timing, nature and disclosure of the Corporesi@adoption of IFRS and will update its plan asessary.
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Grande Cache Coal Corporation

Notes to the Consolidated Financial Statements
September 30, 2010

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

3. Restricted Cash

As at As at

September 30 March 31

2010 2010
Cash secured letters of credit - Alberta Government $ 11,799  $ 11,799
Cash secured letters of credit - Service providers 1,700 1,700
$ 13,499 $ 13,499

Cash secured letters of credit have been provindaket Alberta Government for security to cover@ptited costs
of reclamation for the Corporation’s mining argamcessing facilities and surrounding infrastruetun addition,
cash secured letters of credit have been madeabiato service providers.

4. Accounts Receivable
As at As at
September 30 March 31
2010 2010
Trade accounts receivable $ 17,861  $ 7,384
Goods and services tax receivable 935 1,440
Unrealized gain on foreign exchange forward comgrac 1,690 3,024
Other 806 635
$ 21,292 $ 12,483
5. Inventory
As at As at
September 30 March 31
2010 2010
Coal inventory $ 13,762 % 27,986
Materials inventory 6,865 6,013
$ 20,627 $ 33,999

Coal inventory is valued at the lower of averagedpiction cost and net realizable value. Produatmsts include
mining, labour, operating materials and supplieangportation costs and a relevant allocation dafrioead
including depreciation and depletion.

Materials inventory consists of parts, supplies emasumables, and is valued at the lower of averageand net
realizable value. The Corporation maintains an mwey of parts and supplies for day to day mainteeaand
operations. For the three months ended Septemhel@®, parts and supplies inventories of $2,294ewe
expensed to cost of product sold, compared to 8if7¢he same period last fiscal year. For thensinths ended
September 30, 2010, parts and supplies inventofi&d,683 were expensed to cost of product soldhpeoed to
$3,415 in the same period last fiscal year

There was no write-down of inventories or reveda write-down of inventories during the curreetipd.
14



Grande Cache Coal Corporation
Notes to the Consolidated Financial Statements
September 30, 2010

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

6. Prepaid expenses and deposits
As at As at
September 30 March 31
2010 2010
Deposits on mining equipment $ 16,721  $ 8,825
Prepaid expenses and other deposits 790 289
$ 17,511 $ 9,114

The Corporation has made deposits on mining equipthat will be financed through capital lease agements
prior to the equipment being commissioned, uponctvhime the deposit amounts will be returned to the
Corporation in cash.

7. Future Income Taxes

At September 30, 2010, the Corporation had a futnceme tax liability of $24,423, of which $314 was
classified as a current liability. The componeritthe future income tax liability were as follows:

As at As at
September 30 March 31
2010 2010
Temporary differences related to:
Buildings and equipment and mineral properties@axklopment
costs $ 27,936 $ 20,611
Asset retirement obligations (2,993) (2,200)
Share issuance costs (200) (309)
Other (320) (232)
Net future income taxes $ 24,423 $ 17,870
8. Capital Assets
As at As at
September 30 March 31
2010 2010
Mineral properties and development $ 50,657 $ 29,398
Buildings and equipment 128,385 101,289
Capital leases 72,635 45,513
Assets held for sale - 4,735
$ 251,677 $ 180,935

In fiscal 2011, the Corporation acquired mining ipquent through capital lease agreements includis§10,849
during the first quarter and US$14,746 during theosid quarter.

15



Grande Cache Coal Corporation

Notes to the Consolidated Financial Statements
September 30, 2010

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

In fiscal 2009 the Corporation entered into an aegrent with a property and development company tohase
condominium units for employees. During the firsager of fiscal 2010, construction of the condaomim units
was completed and final payments were made. ThedZation intended to sell the condominium units to
employees within one year, as such the condomininits were classified as assets held for saleute 2010,
the Corporation changed its housing strategy arsliels the condominium units were reclassified astasn use
and a full year of depreciation was recognized.

9. Capital Lease Obligations

The Corporation has certain mining equipment arittlings under capital leases agreements. The ¢dpiaes
for the mining equipment are denominated in USatslat interest rates up to a maximum of 6.7% paum,
expire by fiscal 2017 and are secured by the relassets.

The following table reconciles the Corporation’pital lease obligations:

Balance — March 31, 2009 $ 52
Fair value of capital lease additions 44,311
Payments made during the period (9,328)
Interest portion of payments 967
Foreign exchange adjustment to US dollar obligation (1,743)

Balance — March 31, 2010 34,259
Fair value of capital lease additions 26,854
Payments made during the period (11,480)
Interest portion of payments 1,267
Foreign exchange adjustment to US dollar obligation 65

Balance — September 30, 2010 50,965
Current portion of capital lease obligations (9,665)

Long term portion of capital lease obligations $ 41,300

Future minimum payments under capital leases aegd#er 30, 2010 consist of the following:

Less than 1 year $ 12,540
2-3 years 26,830
4-5 years 18,468
After 5 years 1,073
Total minimum lease payments 58,911

Amounts representing interest (7,946)
Present value of minimum lease payments 50,965

Current portion of capital lease obligations (9,665)
Long term portion of capital lease obligations $ 41,300
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Grande Cache Coal Corporation

Notes to the Consolidated Financial Statements

September 30, 2010
(Unaudited)

(thousands of Canadian dollars, except per share amounts)

10.

11.

Asset Retirement Obligations

Future asset retirement obligations were calculatesktd on the Corporation’s estimated costs tdl fitf legal
asset retirement obligations. The Corporation Istisnated the net present value of its asset re@intimbligations
to be $11,971 as at September 30, 2010, basedtatalafuture liability of $18,143. The Corporatientredit
adjusted risk free rates range from 3.9% to 7.6%edding on the period when the provision originaed the

term of estimated years to reclamation.

The following table reconciles the Corporation’setgetirement obligations:

Balance — March 31, 2009 $ 6,429
Increase in liability 1,865
Accretion expense 507

Balance — March 31, 2010 8,801
Increase in liability 2,929
Settlement of liability (81)
Accretion expense 322

Balance — September 30, 2010 $ 11,971

Share Capital
Authorized
Unlimited common shares
Unlimited preferred shares, issuable in series
Issued
Stated
(thousands) Number Value

Common shares
Balance — March 31, 2009

Shares issued on exercise of options
Balance — March 31, 2010

Shares issued on exercise of options
Balance — September 30, 2010

96,076 194,541

899 1,691
96,975 196,232
420 924

97,395 197,156

During the first quarter of fiscal 2011, 100 thoadaommon share options were exercised for castepds of
$104. On exercise of these common share optio@swés credited to share capital from contributaglss.

During the second quarter of fiscal 2011, 320 thodscommon share options were exercised for castepds of
$436. On exercise of these common share optiol®§ $as credited to share capital from contributaglss.

The following transactions occurred during fiscal .

There were no changes to share capital duringr$tegiuarter of fiscal 2010.



Grande Cache Coal Corporation

Notes to the Consolidated Financial Statements
September 30, 2010

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

During the second quarter of fiscal 2010, 274 thodscommon share options were exercised for castepds of
$346. On exercise of these common share optior2§ $2s credited to share capital from contributeglss.

During the third quarter of fiscal 2010, 170 thaud@ommon share options were exercised for castepas of
$171. On exercise of these common share optiordd, %as credited to share capital from contributeglss.

During the fourth quarter of fiscal 2010, 455 thaus common share options were exercised for casteeds of
$445. On exercise of these common share optio78 $as credited to share capital from contributaglss.

12. Commitments

In order to ensure the continued availability ofidaaccess to, facilities and services to meet otipesd
requirements, the Corporation has entered intoitpedtr agreements for the lease of coal propertiekicles,
equipment, buildings and office space.

The Corporation entered into various purchase camerts for mining equipment. At September 30, 2010,
commitments owing on this equipment was approxiime$&5,229, which included US dollar commitments of
US$18,743.

Future minimum amounts payable by the Corporatiothen contracts existing at September 30, 2010ed&ah
fiscal year is summarized below:

2011 $ 25,642
2012 $ 791
2013 $ 732
2014 $ 609
2015 and thereafter $ 1,091

13. Net Income per Share

The following table reconciles the denominators llasic and diluted net income per share calculstidine
treasury stock method is used to determine theivileffect of outstanding options to purchase camrshares.

Three months ended Six months ended
September 30 September 30

(thousands, except per share amounts) 2010 2009 2010 2009
Weighted average shares outstanding — basic 97,139 96,165 97,067 96,121

Dilutive effect of share options 1,213 2,671 ap2 2,188
Weighted average shares outstanding — diluted 598,3 98,836 98,309 98,309
Net income $ 14,119 $ 9291 $ 18,070 $ 14,372
Net income per share - basic $ 015 % 0.10 $ 0.19 $ 0.15
Net income per share - diluted $ 014 $ 0.09 $ 0.18 $ 0.15
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Grande Cache Coal Corporation

Notes to the Consolidated Financial Statements
September 30, 2010

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

14. Stock-Based Compensation

The Corporation has a share option plan pursuamthich the Board of Directors or a committee théneay
from time to time grant options to purchase commebares to directors, officers, employees and ctarstsl of
the Corporation. Total stock-based compensatiormse included in general and administrative exmefsethe
second quarter of fiscal 2011 was $903, compar&319 in the same quarter last year and was at i@fsoptions
granted pursuant to the Corporation’s share optlan. The fiscal year to date stock-based compiemsatas
$1,272, compared to $631 in the prior year.

On June 11, 2010, options to purchase 2,145 thdusammon shares were granted pursuant to the Gairpo's
share option plan at an exercise price of $5.61share. The options have a five year term and @gst to a
three year vesting period.

During the first quarter of fiscal 2011, options garchase 100 thousand common shares were exeiiszad
weighted average price of $1.04 per share and ptmpurchase 30 thousand common shares werellednce

During the second quarter of fiscal 2011, optianparchase 320 thousand common shares were exkatise
weighted average price of $1.37 per share.

The following transactions occurred during fiscalg.

On August 17, 2009, options to purchase 50 thousantmon shares were granted pursuant to the Cdipos
share option plan at an exercise price of $3.57share. The options have a five year term and a@geest to a
three year vesting period.

During the second quarter of fiscal 2010, optiamptrchase 274 thousand common shares were exkatise
weighted average price of $1.26 per share and mptm purchase 37 thousand common shares werelleance

During the third quarter of fiscal 2010, optionsporchase 170 thousand common shares were exewmtised
weighted average price of $1.01 per share.

On February 11, 2010, options to purchase 125 #mmluscommon shares were granted pursuant to the
Corporation’s share option plan at an exerciseepoic$5.95 per share. The options have a five tgan and are
subject to a three year vesting period.

During the fourth quarter of fiscal 2010, 455 thaxus common share options were exercised at a vegight
average price of $0.98 and options to purchaseld@8and common shares were cancelled.

The fair value of each share option granted andeotly outstanding is estimated on the date ofgifaat using
the Black-Scholes option pricing model, using atneegted volatility at the time of each grant betwe&% and
150%, risk-free interest rates of 1.3% to 4.5% amexpected term of five years.
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Grande Cache Coal Corporation

Notes to the Consolidated Financial Statements
September 30, 2010

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

15.

Details of the share options outstanding are davist
Common Shares

Weighted Average
(thousands of shares) Number Exercise Price
Outstanding — March 31, 2009 4,616 $ 1.50
Granted 175 5.27
Cancelled (175) 7.29
Exercised (899) 1.07
Outstanding — March 31, 2010 3,717 151
Granted 2,145 5.61
Cancelled (30) 3.70
Exercised (420) 1.29
Outstanding — September 30, 2010 5,412 $ 3.14

Of the share options outstanding at September@®I),245 thousand options expire in fiscal 2013, ®®usand
options expire in fiscal 2013, 1,930 thousand aygiexpire in fiscal 2014, 167 thousand options rexjpi fiscal
2015, and 2,145 thousand options expire in fis6a62

Details of the share options exercisable at Sepeer®0, 2010 are as follows:

Common Shares
Weighted Average

(thousands of shares) Number Exercise Price
245 $ 2.44

177 0.88

748 1.04

100 5.02

327 1.01

33 0.88

9 3.57

1,639 $ 1.48

Capital Management

Grande Cache Coal’s objective is to maintain atahgtructure that will sustain ongoing operatioaléow for
capital expansion and provide returns to shareheldehe capital structure, as disclosed on thenbalsheet,
consists of cash and cash equivalents, capitat$emsd shareholders’ equity. The Corporation adsoam unused
operating credit facility of up to $28,000 and #islity to enter into foreign exchange hedging agements.

As part of capital management, the Corporation gmep an annual capital expenditures budget andfroay
time to time issue new equity or debt in orderinarfice capital expenditures. The Corporation haslecared or
paid any dividends on its outstanding common shares any decision to pay dividends in the futuré e
based on the financial condition of the Corporatibhe Corporation may elect to adjust its capitalicture
through the purchase of shares for cancellatiguyaisce of new shares, issuance of new debt, refimamof
existing debt or by acquiring or disposing of asset

The Corporation is subject to certain borrowingamants in its operating credit facility that arenitored on a
monthly basis when monies are drawn on such facilit
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Notes to the Consolidated Financial Statements
September 30, 2010

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

16. Financial Instruments and Risks Management

Grande Cache Coal’s financial instruments includshcand cash equivalents, restricted cash, accdums
Corporation has identified all financial instrumgrthat are recognized in the financial statement$ laas
presented the financial instruments by categotiértable below.

Financial instrument Classification

Cash and cash equivalents Held-for-trading
Restricted cash Held-to-maturity
Foreign exchange forward contracts Held-for-trading
Trade accounts receivable Loans and receivables
Accounts payable and accrued liabilities ~ Otherrfiial liabilities
Operating credit facility Other financial liabikgs
Fair value

The Corporation has certain financial instrumenmtst tare measured at fair value on a recurring basis
September 30, 2010, the fair value of cash and eqsivalents, restricted cash, trade accountsvabl, foreign
exchange forward contracts and accounts payablaecrdied liabilities approximates their carryingoamts on
the balance sheet due to the short periods to ityatund the terms of the financial instruments.

Financial instruments hierarchy

In estimating fair value, the Corporation utilizgeoted market prices when available. Financial tasaed
liabilities are classified in the fair value hiethy according to the lowest level of input thasignificant to the
fair value measurement. Assessment of the signifieaof a particular input to the fair value meament
requires judgment and may affect placement withefair value hierarchy levels. The hierarchy isadlews:

e Level 1: Quoted prices (unadjusted) in active markar identical assets or liabilities.

e Level 2: Inputs other than quoted prices includetevel 1 that are observable for the asset oililigkeither
directly (i.e., as prices) or indirectly (i.e., dexd from prices).

e Level 3: Inputs for the asset or liability thatist based on observable market data (unobservailisi).

The hierarchy of the Corporation’s financial instrents measured at fair value is as:

As at September 30, 2010

(thousands of Canadian dollars) Level 1 Level 2 Level 3 Total

Financial asset

Cash and cash equivalents 54,878 - - 54,878
Restricted cash 13,499 - - 13,499
Foreign exchange forward contracts - 1,690 - 1,690

Risk Management

Grande Cache Coal’s operations are exposed tarceitks, which includes credit risk, liquidity kisand market
risk. The Corporation’s risk management is carpet by management under policies approved by therdof
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Notes to the Consolidated Financial Statements
September 30, 2010

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

Directors.
Credit Risk

Grande Cache Coal carries a balance of cash ahdeqgasvalents as disclosed on the balance sh&stpémber
30, 2010. The Corporation invests conservativebpgion of its cash in short-term, low risk termpdsits with
credit worthy financial institutions. The remainddithe cash balance is held with major finanaiatitutions and
is available for immediate use.

The Corporation has a balance of restricted casHissdosed on the balance sheet at September 3@M. 20
Restricted cash is held with major financial ingtiins for the purpose of securing letters of dradd is invested
in short-term guaranteed investment certificatdse Torporation is exposed to credit risk in thengvbat the
financial institutions were to redeem the letteccoddit to the beneficiary. The Corporation conssdéis risk as
low as the majority of the letters of credit hawseb provided to the Alberta Government for secuntgover
future anticipated costs of reclamation.

Grande Cache Coal is exposed to credit risk inetrent that it does not receive payment of tradeas
receivable. The maximum credit risk exposure isatdqa the carrying amount of trade accounts reddévas
disclosed in the notes to the interim consoliddiieaincial statements. The Corporation typicallyissébs product
to large steel companies with high credit ratingse Corporation does not consider the accountsvagde to be
impaired or past due.

The Corporation has the ability to enter into fgreiexchange forward contracts. Derivative credik r@rises
from the possibility that the counterparty to tlmizact fails to fulfill its obligation in accordaa with the terms
and conditions of the contract. Derivative creiskris reduced by dealing with credit worthy coupgeties in
compliance with established credit approval poticie

Liquidity Risk

The Corporation is exposed to liquidity risk in t&eent that it would be unable to meet obligatiassociated
with financial liabilities. The Corporation has 28000 operating credit facility that it can utdiZor working
capital purposes. The balance owing on the operatirdit facility at September 30, 2010 was nilwkwer
availability on the facility was reduced by apprositely $6,315 due to the Corporation entering fioi@ign
exchange forward contracts. At September 30, 20#0Corporation had contractual obligations wittineated
future minimum undiscounted amounts payable duelsvs:

Less than 1 1-3 4-5 After
(thousands of Canadian dollars) year years years 5 years
Accounts payable and accrued liabilities 21,423 - - -
Operating leases 809 1,432 1,002 393
Capital leases 12,540 26,830 18,468 1,073
Purchase obligations 25,229 - - -
60,001 28,262 19,470 1,466

Market Risk
The Corporation is exposed to market risk dueucttflations in foreign exchange rates and inteegstr
Foreign exchange rates

The Corporation's revenues from operations arewvedeén US dollars while most of its operating empes are
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(thousands of Canadian dollars, except per share amounts)

17.

incurred in Canadian dollars. Although the Corpiorahas taken certain steps to help mitigate foreigrrency
fluctuations, there is no assurance that the aietsvor products are, or will continue to be, effex. Accordingly,
the inability of the Corporation to obtain or totpu place effective hedges could materially inseaxposure to
fluctuations in the value of the Canadian dolldatiee to the US dollar. This could have a mateaidVerse effect
on the Corporation's business, financial conditiad results of operations. In addition, the reéa@xchange rate
fluctuation between the Canadian dollar and theetuimies of Grande Cache Coal's international coitopgwill
impact the ability of Grande Cache Cealoal products to compete in foreign markets.

Based on the US dollar denominated trade accoentsivable balance at September 30, 2010, eachadecod
US$0.01 relative to the Canadian dollar would heasulted in a decrease of $174, which would hawnbe
charged to income in the current period.

The Corporation has US dollar denominated cap#até obligations. At September 30, 2010, the mdstg
commitment on the capital lease obligations was373%1. Significant fluctuations in the US/Canadikntlar
exchange rate could materially impact the Canadi@lar value of the capital lease payments. Thep@aition
entered into this liability in US currency to prdeia natural hedge against foreign exchange mattufitions on
the trade accounts receivable.

The Corporation entered into a series of foreigohaxge forward contracts that will mature by JUWML2. At
September 30, 2010, the Corporation had outstarmbntracts to sell a total of US$48,000 at an ayerate of
Canadian dollars 1.05 to the US dollar and a wit&dlS$32,000 at an average rate of Canadian ddl@to the
US dollar. At September 30, 2010, these contrageewnarked to market resulting in an unrealizeeiépr
exchange gain of $1,690 that was recognized immiteme statement and has been classified on taadmkheet
as accounts receivable. Significant fluctuationghim US/Canadian dollar exchange rate could méitermapact
the Canadian dollar value of these contracts.

The Corporation entered into a US dollar purchasamitment for mining equipment. At September 30120
US$18,743 remained owing on this commitment. Sigaift fluctuations in the US/Canadian dollar exden
rate could materially impact the Canadian dolldueaf this commitment.

Subsequent Events

Subsequent to September 30, 2010, the followingtew@ccurred.

The Corporation finalized capital lease agreemémtsa Komatsu WA1200 loader and a P&H 320XPC drill
amounting to US$3,689 and US$5,008, respectivéig. [bader has a five year lease term and thelrdla six-

year lease term. Both lease agreements have apshtate of 4.4% per annum and are secured byapial
assets.
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