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NEWS RELEASE

GRANDE CACHE COAL CORPORATION ANNOUNCES
SECOND QUARTER 2006 FINANCIAL RESULTS

Calgary, Alberta, November 10, 2005- Grande Cache Coal Corporation (GCE-TSX) ("Grabdehe Coal" or the
"Corporation") announced today its financial an@ming results for the three and six months er@kgatember 30,

2005.

The Corporation’s net loss for the second quat@006 was $10.5 million. Year to date, the netslass
$22.6 million.

During the second quarter sales levels improve@i4anillion tonnes resulting in revenue of $35 il at
an average sales price of $90 per tonne. Saleagltlie quarter included shipments at 2006 contdacte
prices, carryover tonnage from 2005 contractd, ¢degos and some thermal coal sales.

Productivity improvements in the Corporation’s sieé mining operation were achieved in September and
continued through the month of October. The totalenial moved in the surface mine in October exeded
any prior period. Production in the underground en@tso increased in the month of October reaching i
highest level to date. As Grande Cache Coal pregeealong its mining plan, the strip ratio will tilee in

the surface mine and depillaring will begin in thederground mine allowing for further increasesadal
production. Due to the volume based nature of nyimiperations, with an increase in the rate of raal ¢
release and clean coal production, unit costsdeitirease.

The seaborne metallurgical coal industry has régdrgen experiencing delays in customer shipments,
making it difficult for the Corporation to predittie volume and timing of sales over the remainde¢h®
fiscal year. Due to the uncertainty regarding timeirty of shipments to Grande Cache Coal's Asian
customers, the Corporation now projects total stdeshe fiscal year to be 1.0 million tonnes. Aese
levels, cost of sales is expected to be approxin&®EO5 per tonne for the next six months. Revefoue
the next six months is anticipated to be approxahge123 per tonne.

These shipment delays would result in carryovenage being delivered in fiscal 2007.
In response to delays in customer shipments, Gr@aade Coal is aligning production with firm market

commitments. Efforts to diversify the Corporationisstomer base are ongoing and trial cargos hawersh
positive results.

“We are encouraged by the progress we have madweproving our mining operations through Septembsd a
October” said Robert Stan, President and Chief &bex Officer. “We are in discussions with our Asiaustomers
concerning shipping schedules for the balance ©f fiscal year. The delays in shipments are impactll
producers, but we believe the outlook for the steghlistry remains positive in the medium to longpg

Robert Stan continued “We anticipate there willdeéays in our shipments through the third and fogttarters.
This is especially disappointing to us considetimg progress we have made operationally. The Catiporwill
take appropriate inventory control measures thrabghperiod. We will make production decisionstttedlect our
confirmed shipping schedules and we remain foceseoecoming profitable.”



“Our market diversification efforts are showing ftiege signs and we are encouraged about the fytxospects.
With the improvements in our production, Grandel@sis able to produce 2.0 million tonnes in ourtriiscal
year,” said Robert Stan. “We are now entering tiéool when negotiations for next year’s contraaketplace and
we are working diligently to secure tonnage comraitts from customers for our 2.0 million tonnes apacity. At
this volume next fiscal year, our cost of salggrigected to be $80 per tonne.”

Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals are developing a long-term miningraten to produce metallurgical coal for the expuoerket from
Grande Cache Coal's coal leases covering over AHhi@€ares in the Smoky River Coalfield locatedvast-central
Alberta. Grande Cache Coal's common shares aeé lan the Toronto Stock Exchange under the tragymgbol
"GCE".
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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 periodeenSeptember 30, 2005, and the audited consadidatancial
statements, notes and related MD&A thereto of GeaGdche Coal Corporation (“Grande Cache Coal” er th
"Corporation”) for the fiscal year ended March 3005. The consolidated financial statements haes Iprepared
in accordance with Canadian generally acceptedusticey principles. This discussion provides managata
analysis of the Corporation's historical finan@ald operating results and provides estimates oCtnporation'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 November 8, 2005.

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 d®isuch 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 reserand 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 Anntf@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

September 30 March 31
(millions of dollars) 2005 2005
Balance Sheet
Total assets 78.2 100.2
Long-term liabilities 3.3 2.3
Shareholders’ equity 59.4 79.9
Three Three Six Six
months ended months ended months ended months ended
September 30 September 30 September 30 September 30
(millions of dollars, except per share
amounts) 2005 2004 2005 2004
Income Statement
Revenue 34.6 0.2 44.3 0.4
Cost of sales 42.0 - 62.0 -
Net loss (10.5) (2.2) (22.6) (2.7
Basic and diluted net loss per
share (0.26) (0.06) (0.56) (0.09)
Three Three Six Six
months ended months ended months ended monthsended
September 30 September 30 September 30 September 30
(millions, except per tonne amounts) 2005 2004 2005 2004
Statistics
Clean coal production 0.3 - 0.5 -
Coal sales 0.4 - 0.5 -
Average sales price ($/tonne) 90 - 88 -
Average cost of sales
($/tonne) 109 - 124 -
Average cost of production
($/tonne) 104 - 107 -
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Revenue

Grande Cache Coal earned revenue of $34.5 millior0d million tonnes of coal sales in the quartedesl
September 30, 2005. The average realized price96f #er tonne in the quarter includes 2006 contdacte
metallurgical coal sales, trial cargos, carryoveslcsales tonnage and some thermal coal sales.t¥ekate, $43.9
million of revenue was earned on 0.5 million tonnésoal sold.

The average sales price achieved in the quartét.8ndollar denominated sales was U.S.$81 per tavrmke the

year to date average U.S. dollar sales price wash@d7 per tonne. During the second quarter, thedation began
coal sales under the 2006 contracted prices; havibeeaverage price was impacted by delivery ofesaarryover
tonnage from 2005 contracts. The Corporation hadsales revenue in the first six months of 2005,ceal

shipments had not yet begun.

Interest and other revenue of $0.1 million in teemd quarter of 2006 consisted primarily of interearned on
short term investments, compared to $0.2 millio20®5. Year to date interest and other revenue$®at million
in both the current year and in 2005.

Cost of sales

Total cost of sales for the quarter was $42.0 amillor $109 per tonne. This consisted of cost ofiped sold of
$33.2 million ($86 per tonne) and distribution cost $8.8 million ($23 per tonne). Year to datetaaf sales totals
$62.0 million or $124 per tonne.

Cost of product sold and cost of coal producedh@first and second quarters appear disjointedaaedrawdown
in inventory over the second quarter and accoungglirements for inventory valuation. As inventigyecorded
on the balance sheet at the lower of average ptiotdutost and net realizable value, coal inventhrg to be sold at
carryover contract prices at the end of the fitsrter was subject to valuation ceilings. The tesak an inventory
write-down in the first quarter and a correspondieduction in cost of product sold in the secondrtgr. Average
cost of coal produced in the second quarter wagl $I0 tonne and year to date was $107 per tonnaf Alse
balance sheet date of September 30, 2005, metaklial inventory has been valued at averageymtozh cost.

In order to gain a better understanding of the G@fon’s cost structure, it should be noted tH#toagh the
average cost of coal produced year to date is $edTonne, there were only two months where theadlveost of
production was in excess of $100 per tonne. Thetinsonf June and July were higher cost months fogeth
significant reasons. First, as discussed afteffitequarter, the extremely wet weather in Juggk tb particularly
difficult mining conditions and higher productionsts in both mines. Also as disclosed following fing quarter,
the operations completed a vacation and maintensimeiglown of the underground mine and process plaribg
the month of July, which as to be expected, reguitdigher than normal costs for the operations.

The third and most significant factor is that otbe months of June and July the surface mining aijoers
experienced the highest strip ratios year to dateing these two months and the month of May, the satio was
in excess of 12:1. In months where the surfacengistrip ratio is lower and more raw coal is reéshfor every
tonne of total material moved, production costslawer even though strip ratios to date have reghin excess of
the life of 12S B2 mine average of 8:1. The avengemr to date strip ratio exceeds 11:1. As the Quatpn does
not capitalize stripping activities, mining coste @&orrelated to the rise and fall of strip rafieghe surface mine.
As the strip ratio falls over the remaining life tbie 12S B2 mine, production costs per tonne of wilhalso fall
markedly.

In the underground mine, per tonne production cast® highest in the month of July due to the nesiahce and
vacation shutdown. Throughout the year, productiosts from the underground mine have been reasonaidn
taking into account development work underway i thine and the equipment delivery delays experithgethe
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Corporation. Once the delayed roof bolter is corsiniged and later this year when depillaring bedins,volume
of raw coal produced from the underground mine inidftease and per tonne costs of production will fa

The Corporation has maintained a focus on workiith the surface mine contractor to implement cesluction
and productivity improvements in the surface miaeg continues to seek cost reduction opportuné@ess the
entire operation. The record high costs of diesel &nd natural gas are beyond the Corporatiomraly but steps
to reduce reliance on natural gas are under irgegin. The competitive atmosphere across the Gamadsource
industry for the services of skilled trades, cotesus, contractors and equipment and service peowitias also
continued to contribute to the high costs expegdry the Corporation.

Other Expenses

General and administrative expenses were $1.6omitluring the second quarter of 2006, a decrea$6.8fmillion
from the same quarter last year. The large deciieasainly due to high costs of the initial staptef operations in
2005 such as internal labour, equipment rentalsadiner miscellaneous supplies that were not cageidl Year to
date general and administrative expenses wererfilion compared to $3.0 million for the same periast year.
General and administrative expenses incurred dealsef customary overhead charges, including nah-charges
of $0.2 million in the quarter and $0.5 million yea date for stock-based compensation. Foreighange losses in
the second quarter were $0.5 million and totaled $dllion year to date.

Depreciation, depletion and accretion charges tosgl.1 million for the quarter compared to $0.1liom in the
previous year. Year to date charges were $1.5amiliompared to $0.1 million for the same perio@@05. The
increases in depreciation, depletion and accretiom prior years are directly due to the commenasred
production in the later portion of fiscal 2005.

Liquidity and Capital Resources

As at September 30, 2005, the Corporation had @adttash equivalents of $5.0 million. During theosel quarter,
the Corporation’s cash position declined $3.5 onillfrom $8.5 million at June 30, 2005, compared tash use of
$16.1 million in the second quarter of the prioayerhe Corporation’s cash position declined $30ilion in the
first six months of the fiscal year from $35.5 inifl at March 31, 2005.

Investing activities accounted for a cash use of $8illion in the quarter, compared to $17.0 millim the prior
year. Investing activities in the second quarteiuded asset additions of $5.0 million and a reiducin restricted
cash of $2.9 million. Year to date investing ad¢ids resulted in a cash use of $10.0 million, compao $18.7
million in the same period of 2005.

Cash generated in operating activities was $0.6omiln the second quarter, while year to date atieg activities
resulted in a cash use of $18.3 million. Operatiativities resulted in a cash use of $1.3 milliorthie six months to
September 30, 2004, prior to the beginning of consrakoperations. The Corporation’s net loss of $1fillion in
the second quarter of 2006 included non-cash charfi81.4 million and was also offset by a changedn-cash
working capital of $9.7 million driven largely blr¢ $9.2 million drawdown of coal inventory durirgetquarter.

Financing activities resulted in a cash use of $ilion in the quarter and $2.1 million year tatelaRepayments of
notes payable were completed in the second qumte$1.4 million and $3.8 million year to date. Peeds on
issuance of share capital were $1.5 million inshemonths to date. Cash provided by financingvées totaled

$60.5 million in the prior year due to issuanceludire capital and notes payable.

At September 30, 2005, the Corporation had hiraetbpendent financial advisors to assist the company
addressing short and long term financing requirdmebelays in sales and the resulting inventorydsup may
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lead to temporary cash needs. In order to finangaraventory build-ups that occur, the Corporati®assessing the
availability of alternatives such as asset-baseditegy as well as more traditional debt financing.

In October 2005, to finance a temporary build-upnefntory, the Corporation received a short-teoanl from a
related party in the amount of $5 million. The laarsecured by coal inventory at port. The loaimtierest bearing
at 8% per annum and repayable 2 months from treafakceipt.

The Corporation expects to maintain sufficient imeey levels to meet customer requirements. Asssatdumes
increase in future periods, the Corporation wihgete sufficient cash to cover working capitaluiegments.

The Corporation does not hold any long term debittarre were no off-balance sheet financing strestin place
at September 30, 2005. The only long term liab#itof the Corporation are asset retirement obtigatiwith a
present value of $3.3 million. These amounts areei@m by a cash deposit of $0.1 million and lett&reredit
totaling $5.3 million provided to the Alberta Gometent, which are presently 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. Undectineent agreement, no further payments are reqtivisdfiscal
year.

Outlook

Operations

The delay in shipments being experienced acrossdhborne metallurgical coal industry makes theliptien of

future coal shipments difficult. As the timing dfipments, and thus coal sales, is initiated byaasts Grande
Cache Coal will undertake production schedule adjaats to manage inventory levels. Due to the axggdelay of
some customers and the resulting uncertainty r@ggittie timing of sales, the Corporation now expesles for
the fiscal year to be 1.0 million tonnes. Rail segvhas remained sufficient to date to allow thepOeation to
maintain adequate levels of inventory at the port.

The sales volume in the second half of the fisealrywill have a significant impact on average aistales for the
year. Unit costs are highly sensitive to sales mas. Given the reduction in sales volume expectatior the
current fiscal year, the previously provided umistguidance of an $80 per tonne average costex far the fiscal
year is not accurate. If sales total 1.0 milliomries in this fiscal year, cost of sales is antigidato be
approximately $10per tonne for the last half of the year.

As sales and production levels increase, the wst of coal production will fall significantly. Th€orporation
continues to progress through the high strip rpgdod in the surface mine and continues to advameards the
depillaring phase of the underground mine. As ttrg gatio in the surface mine declines, undergobuoal
production increases as a result of depillaring amte coal is cleaned through the processing fas)i the
production costs per tonne will decline.

As production schedules will be adjusted to makehtiming of sales and manage inventory levels, Would also
impact the timing of the Corporation’s progressibrough the high strip ratio period in the surfati@e. However,
any delays would be temporary and the Corporatiinasiticipates the ability to reach an annualizgdduction
rate of approximately 2.0 million tonnes duringcéi§2007, as sales commitments allow. At a 2.0ianiltonne per
year production rate, a cost of sales of approxéya80 per tonne is anticipated.
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Metallurgical Coal Markets

The Corporation remains focused on diversifyingdtstomer base geographically as well as withiditicnal
markets to mitigate situations where shipment delegn occur. Trial cargos continue to be pursuat wew
customers, and those undertaken in the secondequegte successful.

The global demand for metallurgical coking coakigected to remain robust in the medium to longtefhe
worldwide supply of metallurgical coal remains tigind new production has been slow to increaselgufjespite
some recent reductions in steel production, iteiéelved this is a temporary situation as producedsice inventory
levels, and the outlook for steel production reraationg. The current slow down in coal shipmehedales being
experienced across the industry as negotiationshismew contract year approach is believed to benworary
situation brought on by excess purchases earlggrcoal year. Once customer inventories are redwtgpments
are expected to resume at normal levels.

Capital Expenditures

Sustaining and continued refurbishment capital edfjeres continue to be estimated at $10 milliorthia 2006
fiscal year. The Corporation currently anticipaspgending approximatel$10 to 12 millionon capital additions in
the current fiscal year, $6 million of which hasehespent to date on equipment deposits. Optionsablie for

financing the purchase of equipment include tradal debt financing, capital or operating leasarsgements,
equipment manufacturer’s financing, customer fimagor a transaction in the equity market.

Other Information

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

As at November 8, 2005, there were 40,768,688 shsseed and outstanding, and the following shpti®ies were
also outstanding:

Number Number Exercise

Share Options Outstanding Granted Vested Price Expiry Date

1,058,334 341,669 $1.00 March 21, 2009

175,000 137,500 $3.70 July 21, 2009

37,500 25,000 $3.70 August 8, 2009

145,000 75,000 $11.56 March 15, 2010

55,000 30,000 $9.08 June 9, 2010

125,000 - $4.50 October 18, 2010

Total 1,595,834 609,169 $2.87

There are also 1,471,000 warrants outstandingcisadile at a price of $16.25 per share on or befetwuary 27,
2006.

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 and prepaid expenses
Inventory (note 3)

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

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Notes payable (note 4)

Asset retirement obligations (note 5)

Shareholders’ Equity
Share capital (note 6)
Contributed surplus
Deficit

See accompanying notes to the consolidated
financial statement

September 30 March 31
2005 2005
(Unaudited) (Audited)
5,004 $ 35,455
5,831 9,666
5,829 4,954
11,020 10,838
27,684 60,913
82 82
21,468 18,450
28,995 20,775
78,229 $ 100,220
15,591 $ 14,302
- 3,647
15,591 17,949
3,280 2,338
18,871 20,287
101,686 99,751
1,388 1,275
(43,716 (21,093)
59,358 79,933
78,229 $ 100,220
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Consolidated Statements of Loss and Deficit
(thousands of Canadian dollars, except per shanewants)

Revenue
Sales
Interest and other

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

Taxes

Net loss

Deficit, beginning of period
Deficit, end of period

Net loss per shargnote 7)
Basic and diluted

See accompanying notes to the consolidated
financial statement

Three Three Six Six
months months months months
ended ended ended ended
September 30 September 30 September 30 September 30
2005 2004 2005 2004
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
$ 34,521% -9$ 43,922% -
104 246 360 383
34,625 246 44,282 383
33,192 - 50,274 -
8,827 - 11,730 -
1,565 2,429 2,903 3,026
152 45 152 69
1,094 17 1,524 26
44,830 2,491 66,583 3,121
(10,205 (2,245 (22,301 (2,738)
(257 - (322 -
(10,462 (2,245 (22,623 (2,738)
(33,254 (2,647 (21,093 (2,154)
$ (43,716 % (4,892% (43,716 % (4,892)
$ (0.26'$ (0.06% (0.56'$ (0.09)
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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 8)
Unrealized foreign exchange loss
Depreciation, depletion and accretio

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

Financing activities
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

$

Three Three Six Six
months months months months
ended ended ended ended
September 30 September 30 September 30  September 30
2005 2004 2005 2004
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(10,462% (2,245% (22,623% (2,738)
204 320 522 405
71 (39) 275 (39)
1,094 17 1,524 26
(9,093 (1,947 (20,302 (2,346)
9,709 1,288 2,051 1,074
616 (659 (18,251 (1,272)
268 1,751 1,528 58,951
- - - 5,335
(1,423 - (3,752 -
(1) (48) (1) (3,601)
145 (18) 145 (197)
(1,011 1,685 (2,080 60,488
(2,021 (2,139 (3,266 (2,452)
(3,227 (6,416 (8,915 (8,130)
2,875 (9,657 3,808 (9,998)
(693 1,255 (1,605 1,833
(3,066 (16,957 (9,978 (18,747)
(71) (129 (142 (129)
(3,532 (16,060 (30,451 40,340
8,536 56,737 35,455 337
5,004 % 40,677% 5,004 % 40,677

Cash and cash equivalents, end of period $

See accompanying notes to the consolidated
financial statement

11
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Notes to Consolidated Financial Statements
September 30, 2005

(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.

Reclassification
Certain prior year’s figures have been reclassiftiedonform to the presentation adopted in theeruryear.

2. Restricted Cash

Cash secured letters of credit in the amount o88%,were provided to the Alberta Minister of Finanfor
abandonment security to cover anticipated costecdfmation for the Corporation’s mining areas,cessing
facilities and surrounding infrastructure. In adwit cash secured letters of credit of $512 wemvipged to
service providers. The cash secured letter of timdstanding as security for the notes payable egagelled
during the quarter and restricted cash of $2,87&etkeased.

3. Inventory
September 30 March 31
2005 2005
Coal inventory $ 10,150 % 10,478
Materials inventory 870 360
Total $ 11,020 $ 10,838

4. Notes Payable

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

Repayment of the advance occurred through a 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.

12
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Notes to Consolidated Financial Statements
September 30, 2005

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

5. Asset Retirement Obligations

Future asset retirement obligations were calculateskd on the Corporation’s estimated costs tdlfitff legal
asset retirement obligations. The Corporation asmated the net present value of its asset neding
obligations to be $3,280 as at September 30, 288%d on a total future liability of $6,975. Ther@wation's
credit adjusted risk free rates range from 5.5%.686 depending on the term of estimated yearsclametion.

The following table reconciles the Corporation’setsetirement obligations:

Six
months ended
September 30

2005
Balance — March 31, 2005 $ 2,338
Increase in liability 853
Accretion expense 89
Balance — September 30, 2005 $ 3,280
6. Share Capital

Authorized

Unlimited common shares

Unlimited preferred shares, issuable in series

Issued

Stated

(thousands) Number Value

Common shares
Balance — March 31, 2005

Shares issued on exercise of warrants
Shares issued on exercise of options
Balance — September 30, 2005

Less: Share issuance costs

40,134 306,798

485 2115
133 415
40,752 , 7848
7,048
3101686

In the first quarter of 2006, 485 thousand agemtsifrants were exercised for cash proceeds of $1,060

exercise of these warrants, $261 was creditedamestapital from contributed surplus.

During the second quarter of 2006, 133 thousanceshytions were exercised for cash proceeds of 3268
exercise of these options, $147 was credited tslhee capital from contributed surplus.

13
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Notes to Consolidated Financial Statements
September 30, 2005

(Unaudited)

(thousands of Canadian dollars, except per sharewats)

7. Net Loss per Share

8.

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 Six Six
months ended months ended months ended months ended
September 30 September 30 September 30 September 30
2005 2004 2005 2004
Weighted average shares
outstanding — basic and diluted 40,678 36,864 550 29,689
Net loss $ (10,462) $ (2,245) $ (22,623) $ (2,738)
Net loss per share:
Basic and diluted $ (0.26) $ (0.06) $ (0.56) $ (0.09)

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 quarsr$204 and was a result of the Corporation’sesbption
plan. The year to date stock-based compensaticensgpvas $522.

Share options to purchase 55 thousand common siiaaesexercise price of $9.08 were granted to eyegls of
the Corporation under the Corporation’s share oppian 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 immediatelyoptions to purchase 25 thousand of the conshare
options are subject to a two year vesting period.

The fair value of each share option granted isves®d on the date of the grant using the Black-fgshoption

pricing model, using an estimated volatility at tihme of each grant between 42% and 50%, risk-iinéerest
rates of 3% and expected lives of five years.
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Grande Cache Coal Corporation
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(Unaudited)

(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 1805 $ 261
Granted 55 9.08
Cancelled - -
Exercised - -
Outstanding — June 30, 2005 1,860 $ 2.80
Granted - -
Cancelled (131) 4.08
Exercised (133) 2.01
Outstanding — September 30, 2005 1596 $ 2.87

Details of the share options exercisable at Sepe®®, 2005 are as follows:
Common Shares

Weighted
Average
Exercise
(thousands of shares) Number Price
358 % 1.00
163 3.70
75 11.56
30 9.08
626 $ 3.35

Of the share options outstanding, 1,467 thousanidregpexpire in 2009 and the remaining 260 thousstrate
options expire in 2010.

9. Commitments

The Corporation has made commitments to purchasmiag shovel and a drill from a major mining equignt
manufacturer. The estimated total cost of the egait is U.S.$16 million, with progress paymentsurezg over
the course of the manufacturing process. To Septerd®, 2005, U.S.$4.7 million in progress paymérase
been paid. Under the current agreement, no fupgagments are required this fiscal year.

10. Subsequent Events

Options to purchase 125,000 common shares at acisxerice of $4.50 were granted to employeeshef t
Corporation under the Corporation’'s share optianpmn October 17, 2005. The options have a five teran

and are subject to a two year vesting period. Otlar 15, 2005, 108,334 options to purchase comshanes
were cancelled.

In October 2005, due to a temporary build-up okimery, the Corporation received short-term finagdrom a
member of the Board of Directors in the amount®iillion. The loan is secured by coal inventonpatt. The
loan is interest bearing at 8% per annum and rdpayamonths from the date of receipt.
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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 Coat'®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 uadagies,
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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