GRANDE CACHE COAL CORPORATION
NEWS RELEASE

GRANDE CACHE COAL CORPORATION ANNOUNCES
FIRST QUARTER 2006 FINANCIAL RESULTS AND UPDATES GU IDANCE

Calgary, Alberta (GCE-TSX) August 10, 2005 — Grande Cache Coal Corporati@rafide Cache Coal" or the
"Corporation") announced today its financial aneémping results for the three months ended Jun€@@5 and
updated its guidance for the fiscal year ended Ma&ig 2006.

- The net loss for the first quarter of 2006 was 31@iillion. During the quarter, Grande Cache Coal
invested $7 million in capital projects.

- During the first quarter sales were 0.1 millionnies due to the timing of vessels. In the monthubf 0.2
million tonnes were sold, with 0.4 million tonneslicated for the second quarter.

- The Corporation is revising its metallurgical csales guidance for the fiscal year from 1.7 millionnes
to 1.6 million tonnes and its oxidized coal salaglgnce from 0.3 million tonnes to 0.2 million t@w The
Corporation has commitments to sell its entire 208&al year metallurgical coal production at aerage
price of U.S.$110 per tonne, combining carryovecipg, trial cargos and 2006 contract year pricés o
U.S.$125 per tonne.

- The Corporation is increasing its cost guidancenfearlier estimates of $70 per tonne to an avecageof
sales of approximately $80 per tonne for the curfiscal year due to first quarter costs exceedirigr
estimates and production delays encountered idfitstequarter. The Corporation expects to achieme a
average cost of sales of $70 per tonne for thetiaywarter of the current fiscal year.

“Sales volumes in the second quarter of 2006 haseased and regular vessel nominations are nawg bbeceived.
We are continuing market development work to difgrsur customer base and have seen increasecstttom
Eastern Canada as well as export markets” said iR@ian, President and Chief Executive Officer. ViGal
external factors converged in the first quartent tingpacted our operations and we have revised oigdagce
accordingly. We remain optimistic that future pesowill see significant improvement and are confidénat we
will achieve an average cost of sales of $70 pamedor the fourth quarter of this year.”

The Corporation also announces the appointment afilOPassfield as the General Manager, Grande Cache
Operations effective August 1, 2005. David Passfiell report to Eugene Wusaty, Vice-President @giens and
Chief Operating Officer. “With over 25 years of rinig experience, Dave brings a depth of experienceur
operations team” said Eugene Wusaty.

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 AHh@€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 periodeenJune 30, 2005, and the audited consolidatezhdial
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 oCthporation's
future financial and operating performance baseéhformation currently available. Actual resultdlwary from
estimates and the variances may be significantad&s should be aware that historical results atenecessarily
indicative of future performance. This MD&A wasepared using information that is current as of Ast@y 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 dsisuch as "expects”, "anticipates"”, "believestpjgrts",
"plans" and similar expressions. These statemamsnot guarantees of future performance and unelisnce
should not be placed on them. Such forward-lookitagements necessarily involve known and unknadsks rand
uncertainties, which may cause Grande Cache Caetiml performance and financial results in futpegiods to
differ materially from any projections of futurenfi@mance or results expressed or implied by socldrd-looking
statements. These risks and uncertainties inclan®ng other things, changes in general economackeh and
business conditions; uncertainties associated egtimating the quantity and quality of coal reserard resources;
commodity prices, currency exchange rates, capipenditures and debt service requirements; depeaden a
single rail system; changes to legislation; lidle 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; abildéyobtain required mine licenses, mine permits agllatory
approvals required to proceed with mining and @uatessing operations; ability to comply with catrand future
environmental and other laws; actions by governaleot regulatory authorities including increasiraxds and
changes in other regulations; and the occurrencanekpected events involved in coal mine developnaerl
production. Many of these risks and uncertaintiess described in Grande Cache Coal's 2005 Annt@ainhation
Form, Grande Cache Coal's Management's Discussirinalysis and other documents Grande Cache @esl f
with the Canadian securities authorities.

All references are to Canadian dollars unless waiiserindicated.
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Financial Overview

June 30 March 31
(millions of dollars) 2005 2005
Balance Sheet
Total assets 85.5 100.2
Long-term liabilities 3.2 2.3
Shareholders’ equity 69.3 79.9
Three  Three months
months ended ended
June 30 June 30
(millions of dollars, except per share amounts) 2005 2004
Income Statement
Revenue 9.7 0.1
Cost of sales 19.9 -
Net loss (12.2) (0.5)
Basic and diluted net loss per share (0.30) (0.02)

Three  Three months

months ended ended
June 30 June 30
(millions, except per tonne amounts) 2005 2004
Statistics
Clean coal production 0.2 -
Coal sales 0.1 -
Average sales price ($/tonne) 81 -
Average cost of sales ($/tonne) 172 -
Average cost of production ($/tonne) 110 -

Revenue

The Corporation earned revenue of $9.4 million dh million tonnes of coal sales in the quarter ehdene 30,
2005. The low sales volume level experienced inciherter was due primarily to the slippage of compvessels
from the first to second quarter. A portion of tkifppage was due to a temporary, overall redudtioquarterly
shipments taken by customers across the industryedl as the delay in customer vessel nomination&rande
Cache Coal specifically, resulting from the raihsee issues experienced by the Corporation laat.yBue to the
inconsistency of rail service, customers were telucto nominate vessels until coal was at the. pAd rail service
has improved and stabilized allowing the Corporatio maintain adequate inventory at the port, theler of
customer vessels scheduled has increased sublyantid regular cargos are now built into custormessel
schedules.

The average sales price achieved in the quartér.8ndollar denominated sales was U.S.$64. All saés in the
quarter were carryover tonnage to the export makiegune 30, 2005, the Corporation had 0.2 millionnes of
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coal at port awaiting customer vessels, which eguahe volume sold in the month of July. Sales atyover
contract tonnage are substantially complete, willy sninor volumes for one customer remaining.

The Corporation had no sales revenue in the firattgr of 2005, as operations had not yet begterdst and other
revenue of $0.3 million in the first quarter of Bd@onsisted primarily of interest earned on shemmntinvestments,
compared to $0.1 million in 2005.

Cost of sales

Total cost of sales for the quarter was $19.9 amillor $172 per tonne. This consisted of cost ofiped sold of
$17.1 million ($147 per tonne) and distribution tsosf $2.9 million ($25 per tonne). In this caseda the low
sales volumes experienced in the quarter, theafqstoduct sold is not as indicative of the resolt®perations as
the cost of production.

Cost of coal produced in the quarter was $110 @emd. The cost of production in the quarter waseetqul to be
high relative to the rest of the fiscal year du¢hi continued high strip ratio in the surface motevelopment work
underway in the underground mine, and lower yieldskeeping with mine plans, the surface mine stepo is
anticipated to decline markedly over the coursethaf year. As the Corporation does not capitalizepmng
activities, mining costs are correlated to the &nd fall of strip ratios in the surface mine. Fasarter costs reflect
mining at a strip ratio this is 50% above the aptited average strip ratio for the fiscal year. Tuoeporation is also
maintaining its focus on implementing cost contawid productivity improvements in the surface miaed
continues to work with the surface mine contratboschieve these improvements.

Higher cost activities underway in the undergroumithe to develop production areas continued througtiloe
quarter, with lower costs anticipated later in §f@ar due to productivity gains as these productoeas are
depillared. The delay in delivery of an additiop&éce of underground mining equipment also contetduio costs
which were higher than expected in the quarter. @dpgipment is now scheduled for delivery in Septemband
once in place should increase production levelhénunderground mine resulting in further improvei® unit
costs.

Costs in the first half of the quarter were comsistwith expectations, however bad weather, ini@dar rain and

cold in late May and June, led to mining difficeliand production delays which increased costsnagdtively

affected the quarter. As well as the productioragelcaused by the poor weather conditions, theehigbsts are
also partially attributable to the rising cost aéskl fuel and natural gas. The competitive atmesplacross the
Canadian resource industry for the services of ultansts, contractors and equipment and serviceigeos has also
continued to contribute to the high costs expegdrty the Corporation.

Other Expenses

General and administrative expenses were $1.3omitluring the first quarter of 2006, an increas&@f7 million
from $0.6 million in 2005, reflecting the fact thaperations had not commenced in the first quasfe2005.
General and administrative expenses incurred ingtheter consisted of customary overhead chargefyding
non-cash charges of $0.3 million for stock-basemmensation. Depreciation, depletion and accretf@rges were
$0.4 million for the quarter.

Liquidity and Capital Resources

As at June 30, 2005, the Corporation’s cash and egsivalents position was $8.5 million. During thearter, the
Corporation’s cash position declined $26.9 milla$6.9 million was used in investing activitie$ile operations
resulted in a decrease in cash position of $18l8omidriven largely by a $9.2 million increase inventory.
Financing activities resulted in a cash use of $dillion in the quarter.
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Investing activities accounted for a cash use o9 $6illion in the quarter, compared to $1.8 millionthe prior
year.Additions to equipment were the primary investighaties during the first quarter, with $3.6 milh relating
to progress payments on mining equipment commitsaent

Cash used in operating activities was $18.9 milliothe quarter, due to the Corporation’s net kafs$12.2 million
and the net change in non-cash working capitatadlto operations of $7.7 million. Most of the chann non-cash
working capital was due to the $9.2 million increas inventory in the quarter. Cash used in openatiwas $0.6
million in the first quarter of 2005, when the Coration had not yet commenced production.

Financing activities resulted in a cash use of $fillion in the first quarter of 2006. Repaymenfstiee notes
payable were $2.3 million and proceeds on the resei@f share capital from the exercise of warravas $1.3
million. Cash provided by financing activities ttetd $58.8 million in the prior year due to proceé&dsn the initial
public offering and issuance of the notes payable.

At June 30, 2005, the Corporation had sufficiestcand cash equivalents to fund working capitaliregnents and
short-term development activities. The Corporati@pects to maintain sufficient inventory levelsteet customer
requirements and generate sufficient cash to fumikiwg capital requirements. The Corporation dogshold any
long term debt and there were no off-balance sfieahcing structures in place at June 30, 2005. dig long

term liabilities of the Corporation are asset egtient obligations with a present value of $3.2 iamll These
amounts are covered by a cash deposit of $0.1omilind letters of credit totaling $5.3 million prded to the
Alberta Government, which are presently secureddsy.

The Corporation has commitments to purchase a misimvel and a drill from a major mining equipment
manufacturer. The estimated total cost of the eqaigt is U.S.$16 million, with progress paymentsuiegg over
the course of the manufacturing process.

Outlook

Operations

The Corporation continues to progress through ¥peeed high strip ratio period in the surface nand continues
to drive production headings in the undergroundemifhe high strip ratio mining in the No. 12S B2nmiis
expected to decline late in the 2nd quarter anddépllaring activities in the underground mine argicipated to
commence in the 3rd quarter. These activities widlrease coal production and reduce the unit céstoal
production in both mining areas.

In addition, the operations have completed a vaoand maintenance shutdown in early July. Durregshutdown
both routine maintenance and upgrades were condpteiehe processing facility to improve operatirfficeency
and availability. The delivery of a third roof beitfor our underground operations has been delagedral weeks,
but is expected in September and will increaseperating capacity of the underground operation.

The rail service has continued to improve, incmegsproductivity through reduced cycle times and ilagld
additional capacity to their fleets. The Corporatexpects the level of service to continue to imprand that the
railway will be able to meet all transportation uggments in the current fiscal year.

Increases in the costs of diesel, natural gas, teveance parts, labour and contract services cantinthave an
adverse affect on mining costs. Grande Cache Guahins focused on reducing operating costs andowimgy
productivity in all areas of the operation. Key ogieng variables, including strip ratios, procegsyields and
equipment productivity are critical items in thestetructure of the mining operation.

As the strip ratio in the surface mine declinegjarground coal production increases as a resulepiilaring and
additional mining equipment and more coal is cleatteough the processing facilities, the producthmsts per
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tonne are expected to decline. The Corporatiomdseasing its cost guidance to an average costles sof
approximately $80 per tonne for the current fispahr from earlier guidance of $70 per tonne. Pquerating
conditions in the first quarter, delays in recefvadditional underground mining equipment and thatioued rising
cost of mining and processing input costs all dboted to the increase. The sales guidance foctnent fiscal
year is being reduced to 1.6 million tonnes of rhatgical coal and 0.2 million tonnes of oxide cdadm earlier
guidance of 1.7 million tonnes and 0.3 million tesnrespectively, which reflects these same delagsoperating
conditions. Mine plans and equipment requiremergdaing reexamined to optimize production.

Metallurgical Coal Markets

While shipments were minimal in the first quartértlee current fiscal year, customers are now irtdtigaregular
shipments looking forward. In the month of Juhg Corporation sold 0.2 million tonnes of metalload coal and
vessel indications for the second quarter are ntiyr&.4 million tonnes.

The Corporation has commitments to sell the er&@6 fiscal year metallurgical coal production,nparily into
Japanese and Korean steel mills at an averageqirldeS.$110 per tonne, combining carryover pricitnigl cargos
and 2006 contract year prices of U.S.$125 per tofin@l cargos are being pursued with several steiéls to
diversify the Corporation’s customer base and takdish customers for future expansion product®trial cargo
has been confirmed for the second quarter to ateEEa€anadian steel manufacturer at market rates.

The global demand for metallurgical coking coal a@ms strong and is expected to remain strong im#s term.
The worldwide supply of metallurgical coal remaiight and new production has been slow to increagmply.
Substantial growth in hard coking coal supply i$ expected to materialize in the near term duda¢ocurrent rail
and port capacity issues in Australia and Canaslayedl as the global shortage of large scale migggipment.
This continued shortage of high quality metalluadjicoal is expected to maintain strong coal mafleetiamentals.
Although there have been some announcements oftieds in steel production, it is expected to b&hart term
slow down and the global steel industry continuelse strong.

Capital Expenditures

Sustaining and continued refurbishment capital edfieres continue to be estimated at $10 milliorthia 2006
fiscal year. In addition, the Corporation also eiptites capital expenditures of $5 million for ttempletion of the
ongoing expansion feasibility study. The feadipiktudy is also examining the various optionsdactivate the
tunnelway. The Corporation will update capital regieg related to the tunnelway refurbishment upompgletion
of detailed engineering studies.

The Corporation is continuing planning and permgtiactivities for the No. 8 mine. An updated reseand
resource estimate in accordance with National unsént 43-101 was completed and filed in June 20@%¢ch
increased the recoverable coal reserves for theetar&3.2 million tonnes. It is anticipated that@de Cache Coal
will purchase a fleet of mining equipment to operttie mine and has entered into letters of intdilt wmajor
equipment manufacturers for the purchase of a mishovel, a drill and haul trucks. Discussions @rgoing for
other support equipment, including loaders and dozepon receipt of all necessary regulatory ancérBoof
Director approvals, the Corporation intends to utade development of the No. 8 mine with contraptipment in
advance of purchased equipment arriving onsite. Gtwporation will update capital spending relatedtte No. 8
mine upon the completion of the detailed engingestudies and final mine plans. Financing optifarsthe
purchase of this equipment are also currently undasideration. Options include traditional debgficing, capital
or operating lease arrangements, equipment manwéa’s financing, customer financing or a trangattin the
equity market.
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Other Information

The Corporation has appointed David Passfield asthneral Manager in charge of site operations@ffe August
1, 2005. David Passfield has over twenty-five yedrexperience in the mining industry, most recemtith a large

Canadian mining company.

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

As at August 8, 2005, there were 40,618,690 shased and outstanding, and the following sharéongtwere
also outstanding:

Number Number Exercise

Share Options Outstanding Granted Vested Price Expiry Date
1,325,000 441,667 $1.00 March 21, 2009
200,000 125,000 $3.70 July 21, 2009
75,000 25,000 $3.70 August 8, 2009
205,000 75,000 $11.56 March 15, 2010
55,000 30,000 $9.08 June 9, 2010
Total 1,860,000 696,667 $2.80

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

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpor&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 finhsiEitements.

June 30 March 31
2005 2005
(Unaudited) (Audited)
8,536 $ 35,455
8,705 9,666
1,921 4,954
20,061 10,838
39,223 60,913
82 82
20,052 18,450
26,129 20,775
85,486 $ 100,220
11,485 $ 14,302
1,423 3,647
12,908 17,949
3,229 2,338
16,137 20,287
101,272 99,751
1,331 1,275
(33,254 (21,093)
69,349 79,933
85,486 $ 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 on notes payable
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 finbstzitements.

¢

Three Three
months ended months ended
June 30 June 30
2005 2004
(Unaudited) (Unaudited)
9,401 $ -

256 137

9,657 137
17,082 -
2,903 -
1,338 597

- 24

430 9
21,753 630
(12,096 (493)
(65) -
(12,161 (493)
(21,093 (2,154)
(33,254 3 (2,647)
(0.30) $ (0.02)
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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 accretion

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

Financing activities
Proceeds on issuance of share capital (note 6)
Proceeds on issuance of notes payable (note 4)
Repayment of notes payable (note 4)

Share issuance costs
Net change in non-cash working capital relating t
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 t
investing activities

Effect of foreign exchange on cash and cash equieals
(Decrease) increase in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes to the consolidated finbstEigements.

10

Three Three
months ended months ended
June 30 June 30

2005 2004
(Unaudited) (Unaudited)
$ (12,161 $ (493)

318 85

204 -

430 9
(11,209 (399)
(7,658 (214)
(18,867 (613)
1,260 57,200

- 5,335

(2,329 -

- (3,553)

- (179)

(1,069) 58,803
(1,245 (313)
(5,688 (1,714)
933 (341)

(912) 578
(6,912 (1,790)

(71) -

(26,919 56,400

35,455 337

$ 8,536 ¢ 56,737
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Notes to Consolidated Financial Statements
June 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 consolidateshfial 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 and a cash secured letter oftomad outstanding as security for the notes payabl

3. Inventory
June 30 March 31
2005 2005
Coal inventory $ 19,377 % 10,478
Materials inventory 684 360
Total $ 20,061 % 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@nnes of metallurgical coal to the Trading Cg. b
September 30, 2005. In conjunction with the cadé ssgreement, the parties entered into an advaagment
agreement pursuant to which the Trading Co. agreedivance U.S.$4,000 to the Corporation. As theack
was denominated in U.S. dollars, changes in the/CaBadian dollar exchange rate impact the carryaige of
the note.

Repayment of the advance occurs through a reduictithre price per tonne otherwise payable by tredifg Co.
for coal delivered under the coal sale agreememting the first quarter of 2006, U.S.$1,854 (U.S88® to date)
was repaid. The agreement limited interest chaigésS.$100, which was paid in 2005.

As security for this advance, the Corporation grdnthe Trading Co. a letter of credit in the amoaohthe
outstanding balance. The Corporation must repayath@nce not later than September 30, 2005, andhleas
option to repay, without penalty, the outstandirajabce of the advance at any time and thereaft&irob
discharge of the letter of credit.

11



Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
June 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 $3,229 as at June 30, 2005, baseadtotal future liability of $6,975. The Corptioa’s credit
adjusted risk free rates range from 5.5% to 7.6@edding on the term of estimated years to reclamati

The following table reconciles the Corporation’setsetirement obligations:

Three
months ended
June 30
2005
Balance — March 31, 2005 $ 2,338
Increase in liability 853
Accretion expense 38
Balance — June 30, 2005 $ 3,229
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
Balance — June 30, 2005

Less: Share issuance costs

40,134 306,798

485 2115
40,619 108,319
7,047
3 101272

In the first quarter of 2005, 485 thousand agemtstrants were exercised for cash proceeds of $1,060

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

12
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Notes to Consolidated Financial Statements
June 30, 2005

(Unaudited)

(thousands of Canadian dollars, except per sharewats)

7.

Net Loss per Share

The following reconciles the denominators for bamid diluted net loss per share calculations. f{feasury
stock method is used to determine the dilutiveatftd the share options. The effect of all optior avarrant
exercises would be anti-dilutive to the loss persh

Three Three

months ended months ended

June 30 June 30

2005 2004

Weighted average shares outstanding — basic amedil 40,432 22,436

Net loss $ (12,161) $ (493)
Net loss per share:

Basic and diluted $ (0.30) $ (0.02)

Stock-Based Compensation

The Corporation has a share option plan, pursuamthich the Board of Directors or a committee tbémaay
from time to time grant options to purchase commsloares. Total stock-based compensation expeniseléatin
general and administrative expenses for the quarsr$318 and was a result of the Corporation’sesbption
plan.

Share options to purchase 55 thousand common shiza@sexercise 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 optmpsitchase
30 thousand of the common shares vested immedianelyoptions 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 tivae of each grant between 42% and 50%, risk-finéerest
rates of 3% and expected lives of five years.

Details of the share options outstanding are davist

Common Shares

Weighted

Average

Exercise
(thousands of shares) Number Price
Outstanding — March 31, 2005 1,805 $ 261
Granted 55 9.08
Cancelled - -
Exercised - -
Outstanding — June 30, 2005 1860 $ 2.80

13
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Notes to Consolidated Financial Statements
June 30, 2005

(Unaudited)

(thousands of Canadian dollars, except per sharewats)

Details of the share options exercisable at Jup@@0b are as follows:

Common Shares

Weighted
Average
Exercise
(thousands of shares) Number Price
442  $ 1.00
150 3.70
75 11.56
30 9.08
697 $ 3.07

Of the share options outstanding, 1,600 thousaridrepexpire in 2009 and the remaining 260 thoussirate
options expire in 2010.

9. Commitments

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

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

the course of the manufacturing process. To June@@5, U.S.$3.1 million in progress payments hbgen
paid.

14



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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