GRANDE CACHE COAL CORPORATION
NEWS RELEASE

GRANDE CACHE COAL CORPORATION ANNOUNCES
FOURTH QUARTER 2005 FINANCIAL RESULTS

Calgary, Alberta (GCE-TSX) May 30, 2005 — Grande Cache Coal Corporation (fiGeaCache" or the
"Corporation") announced today its financial anémhing results for the three and twelve monthsedrdarch 31,

2005.

Sales volumes for the year were 0.3 million tonmesulting in sales revenue of $18 million at arrage
price of $63 per tonne. Grande Cache achieved ptimsiuvolume and cost targets for the quarter. Sale
volumes for the quarter were 0.2 million tonnesthwanother 0.1 million tonnes in inventory at thartp
awaiting customer vessels.

The net loss for the quarter was $10.2 million. B fiscal year, the Corporation’s net loss wa8.$1
million due to the high startup costs experiencethée year.

During the fourth quarter, Grande Cache investédlifilion in capital projects. Capital expendituresre
$33 million for the year.

Grande Cache completed the private placement ofilli@n units at an issue price of $13.60 per dait
gross proceeds of $40 million during the fourthréera Each unit consisted of one common shareoaed
half of one common share purchase warrant of thgdation, each whole common share purchase
warrant entitling the holder to acquire one comrsbare of the Corporation at a price of $16.25 pares

on or before February 27, 2006. Net proceeds ¢oGhrporation from the private placement were $38
million.

“We have continued to focus our efforts on increggproductivities in our mining operations and imgng our

cost structure” said Robert Stan, President anéf@Ehecutive Officer. “Production costs for thecs year were as
expected, however there remains much room for irgarent. We believe that during fiscal 2006, we widtet our

cost and sales targets.”

Operations Update

Grande Cache is also pleased to provide the fallgwperations update:

The Corporation is focused on cost and productiiritprovements. As a result, cost of product sold is
expected to decline throughout the fiscal year sndnticipated to average approximately CAN$70 per
tonne for the period. Metallurgical coal sales woés of 1.5 million tonnes are committed for the 00
fiscal year at U.S.$125 per tonne. The Corporatinrst also complete shipments of an additional 0.3
million tonnes of metallurgical coal under priotayeontracts at U.S.$64 per tonne.

The Corporation has made significant progress tdsvéinalizing the mine plan and start-up of thetnex
surface mining area at its Grande Cache operatiowk as the No. 8 mine. Encouraging drilling resul
were achieved during the winter drilling programsémmary of No. 8 mine progress is as follows:



 An updated independent technical report preparedcicordance with National Instrument 43-101
Standards of Disclosure for Mineral Products ("I[St¥1") will be completed for the No. 8 mine by the
end of June 2005. The report will incorporate itasults of the winter drilling program and a sideab
increase in reserves is anticipated.

» The procurement of surface mining equipment isemtly in progress. In April 2005, the Corporation
entered into letters of intent to purchase an Btentining shovel and an electric drill. Discussicare
underway for the purchase of haul trucks, load#wgers and other support equipment.

* An experienced surface mining superintendent haa b&ed who will be responsible for overseeing the
development of the No. 8 mine. As well, he will wowrith the surface mining contractor currently
operating in the No. 12S B2 mine.

» ltis expected that the final operating licensetf@ No. 8 mine will be received and developmeatal
pre-strip activities will commence within the cunteear.

Grande Cache is an Alberta based metallurgical mirihg company whose experienced team of coalegsidnals
are developing a long-term mining operation to picd metallurgical coal for the export market froma@ile
Cache's coal leases covering over 15,000 hectard®i Smoky River Coalfield located in west-centidberta.
Grande Cache's common shares are listed on thetbastock Exchange under the trading symbol "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 periodeenMarch 31, 2005, and the audited consolidatedn€ial

statements, notes and related MD&A thereto of Gea@dche Coal Corporation (the "Corporation") fa flscal

year ended March 31, 2004. The consolidated fiahstatements have been prepared in accordanbheCaitadian
generally accepted accounting principles. In atance with regulatory guidelines, the Corporatias ot
presented comparative figures for prior quartedsigds as the Corporation became a public entitylap 12, 2004
and comparative figures were not available for pdoarterly periods. This discussion provides ngamgent's
analysis of the Corporation's historical finan@ald operating results and provides estimates oCtporation'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 ateecessarily
indicative of future performance. This MD&A wasepared using information that is current as of May2005.

Certain information set forth in this MD&A, inclualj management's assessment of the Corporationi® fplans
and operations, contains forward-looking statememtsich are based on the Corporation's currentriate
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'slgmu®rmance and financial results in future pdsido differ
materially from any projections of future perfornsanor results expressed or implied by such forvao#ting
statements. These risks and uncertainties incland®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, capitpkenditures and debt service requirements; depeaden a
single rail system; changes to legislation; lidle inherent in coal mine development and produagttompetition
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 developnael
production. Many of these risks and uncertairgiesdescribed in Grande Cache's 2004 Annual Infdom&orm,
Grande Cache's Management's Discussion and Analgdisther documents Grande Cache files with theadian
securities authorities.

All references are to Canadian dollars unless waiiserindicated.
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Financial Overview

March 31 March 31
(millions of dollars) 2005 2004
Balance Sheet
Total assets 100.2 5.6
Long-term liabilities 2.3 0.1
Shareholders’ equity 79.9 5.0
Three Twelve
months ended months ended
March 31 March 31
(millions of dollars, except per share amounts) 2005 2005
Income Statement
Revenue 12.1 17.6
Cost of sales 20.5 30.5
Net loss (10.2) (18.9)
Basic and diluted net loss per share (0.27) (0.56)
Three Twelve
months ended months ended
March 31 March 31
(millions, except per tonne amounts) 2005 2005
Statistics
Clean coal production 0.2 0.4
Coal sales 0.2 0.3
Average sales price (CAN$/tonne) 65 63
Average cost of sales (CAN$/tonne) 111 115

Revenue

The Corporation earned revenue of $11.9 milliorDéhmillion tonnes of coal sales in the quarterezharch 31,
2005. Year to date, $16.8 million was earned omfilBon tonnes of sales.

The average sales price achieved in the quartek.8ndollar denominated sales was U.S.$64, white {@date the
U.S. dollar sales price was U.S.$61. Including dstinehermal coal sales, the overall average Caneshles price
in the three months was $65. Approximately 73% adlcsold in the quarter was metallurgical coal xpaat
markets. At March 31, 2005, the Corporation hadniillion tonnes of coal at port awaiting customessels.

Interest and other revenue of $0.2 million in theamer consisted primarily of interest earned oortsterm
investments. Interest and other revenue totale8l Bdlion for the fiscal year.
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Cost of sales

Total cost of sales for the quarter was $20.5 arillior $111 per tonne. This consisted of cost ofipct sold of
$17.8 million ($97 per tonne) and distribution cosf $2.7 million ($14 per tonne). Start-up delaysst overruns
and a high strip ratio in the surface mine carogdr into the fourth quarter resulting in a totastof sales for the
fiscal year of $30.5 million. The cost of sales floe year was $115 per tonne, consisting of cogtraduct sold of
$99 per tonne and distribution costs of $16 penéoMhe current competitive environment found i@ @anadian
resource industry for the services of consultattstractors and equipment and service providersbasibuted to
the high cost of sales experienced by the Corporati

The Corporation has remained focused on reduciagctist of product sold. Productivity rates from thaface
mining contractor’s fleet of mining equipment oteshave been improving, but have not met expectstiand the
volumes of waste and raw coal moved continue tbddew satisfactory levels. The Corporation contstee work
with the surface mining contractor to improve proiiltities and unit costs in the surface mine.

The underground mining operation experienced pribalucates that increased over the course of theHauarter
as mining equipment was put into operation, opera&ining was completed and conditions improvesbdaction
rates are continuing to increase, resulting inidig unit costs.

Distribution costs in the quarter were $14 per gniue primarily to the timing of rail rate recdrations. The
Corporation has seen improvements in rail servimka March 31, 2005, the Corporation had 0.1 amllionnes of
inventory at the port awaiting customer vessels.

Other Expenses

General and administrative expenses were $1.0omilduring the fourth quarter of 2005. The genenad a
administrative expenses incurred in the quartduded customary overhead charges, while year t® gleeral and

administrative expenses of $4.9 million also inelugbn-recurring charges related to the initialtataof operations

including internal labour, equipment rental andaeianeous supplies that were not capitalized.

General and administrative expenses in the quamiude non-cash charges of $0.5 million for stbelsed
compensation. Year to date stock-based compensatamges totaled $1.0 million. A year to date iigmeexchange
loss of $0.1 million is also included in generafladministrative expenses.

Depreciation, depletion and accretion charges v#&.& million for the quarter and $0.9 million yetar date.
Interest expense for the twelve months to March2805 was $0.1 million.

Liquidity and Capital Resources

As at March 31, 2005, the Corporation’s cash argh @uivalents position was $35.5 million. Durihg guarter,
the Corporation’s cash position increased $14.4amil Investing activities resulted in a cash u&10.6 million,
and operations resulted in a decrease in cashigrosif $12.3 million. Financing activities resutén a cash
increase of $37.1 million in the quarter. The Cagtion’s cash position increased by $35.1 milliareothe course
of the year.

Investing activities accounted for a cash use @& .&million in the quarter and $41.3 million yeardate. During
the fourth quarter, the Corporation spent $10.lionilon additions to capital assets. Much of thgitehadditions in
the quarter were further development activities agdipment purchases for the underground mine, &b ag
expenditures for processing plant and site faggitefurbishment and a drilling program on the 8lmine property.
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For the twelve months to March 31, 2005, addititmsapital assets were $33.1 million, while $9.4iam was set
aside to secure letters of credit. The net chang®n-cash working capital related to investingvagts was $0.5
million in the fourth quarter and $1.6 million yeardate.

Financing activities resulted in cash addition$®7.1 million in the quarter, consisting of proceed $40.0 million
on the issuance of share capital, share issuargts 0b $2.4 million and a $0.6 million repaymenttbé note
payable. For the year to date, financing activipesvided cash of $97.1 million due primarily tot qoceeds of
$53.3 million on issuance of share capital from ptation of the Corporation’s initial public offegnon May 12,
2004 and net proceeds of $37.7 million from thepgOaation’s private placement on February 25, 200fhds
raised by the initial public offering and privatéagement are being used to equip, mobilize and comem
production from the Corporation’s mining operati@ml fund development and operating activitiesaddition, an
advance payment agreement entered into with a daparading company in the first quarter generptedeeds of
U.S.$4.0 million.

Cash used in operating activities was $12.3 milliothe quarter, due to the Corporation’s net kafs$10.2 million
and the net change in non-cash working capitataeléo operations of $3.2 million. Cash used inrapens was
$20.6 million year to date.

At March 31, 2005, the Corporation had sufficieaslt and cash equivalents to fund working capilirements
and planned development activities. The Corporadimes not hold any long term debt and there wereffioalance
sheet financing structures in place at March 31)520rhe only long term liability of the Corporatios asset
retirement obligations with a present value of $2ilion. These amounts are covered by a cash dtepb$0.1
million and letters of credit totaling $4.2 milligorovided to the Alberta Government, which are ently secured
by cash.

In order to ensure the continued availability ofidaaccess to, faciliies and services to meet dtiped
requirements, the Corporation has entered intoipedir agreements for the lease of coal propetigs, vehicles
and office space and for the provision of rail gpartation. Under contracts existing at March 3103 future
minimum amounts payable under these agreementlagemillion in 2006, $1.4 million in 2007, $0.2 lfi@n in
2008, $0.2 million in 2009 and $1.0 million for ZD&nd thereafter.

Outlook

Operations

The Corporation is focused on improving produdigtand reducing costs in each of the surface mntime,
underground mine and the processing plant. Pramutdvels are improving throughout the operatiand as clean
coal production and sales volumes increase, pradycimprovements are realized and the surfaceimgirstrip
ratio decreases a significant reduction in unitcasexpected. As the cost of sales declinesyarage cost of sales
of approximately $7@er tonne is anticipated for the upcoming fiscalrye

The rail service providers are addressing theiraciy issues and implementing plans to increaselymtivity,

reduce cycle times and add additional capacithéir tfleets. Noticeable improvement in rail serviwes occurred
over the past six weeks and the Corporation expmetinuing improvements to rail service resultinghe ability
to reach metallurgical coal sales of 1.7 millionries in the upcoming fiscal year.

The Corporation has initiated a feasibility study & staged expansion of operations up to fourianiltonnes per
year. Sustaining and refurbishment capital expeneltand the cost of completion of an expansiosiliédiy study
are expected to total $15 million in fiscal 2006.

A drilling program has been completed in the Nani8e area and a revised independent reserve stattésrigeing
finalized. The Corporation is currently refiningethlo. 8 mine plan and completing applications ttawbthe final
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required regulatory approvals. The Corporationniicgpating that development activities in No. 8neiwill begin
late in the current calendar year. As such, thep@uation has entered into a letter of intent witm@or equipment
manufacturer for the purchase of a mining shoval drill. Lead times for required equipment is exgecto
approximate 12 to 15 months from the time theahifieposit and order is placed. The Corporatiaiss reviewing
all available options for the acquisition of haulidks, loaders, dozers and other support equiprardtis in
discussions with equipment manufacturers. Developahevork in the No. 8 mine is expected to begithvemaller
contract equipment in advance of the mobilizatibthe Corporation’s purchased equipment. The Catian has
also hired an experienced surface mining superigetwhose duties will include overseeing and imaeting the
No. 8 mine plan, as well as working with the suefatining contractor currently operating in the N&S B2 mine.

Metallurgical Coal Markets

The Corporation has agreed to supply approximaieBy million tonnes of metallurgical coal to Japanesd
Korean customers at a price of U.S.$125 per toon¢he coal year beginning April 1, 2005. The Cogtion has
committed to sell an additional 0.2 million tonr&fsmetallurgical coal to other customers at simpaces. Also,
during the upcoming coal year, the Corporation ncoshplete shipments of the tonnes remaining orssadatracts
for the coal year that ended March 31, 2005. Tt8snlillion tonnes of carryover will be sold at areeage price of
U.S.$64.

The global demand for metallurgical coking coal agms extremely strong at the present time as iatemmal steel
production remains high. The worldwide supply oftatlergical coal remains tight and prices, whichvdnaisen
dramatically over the past year, are expectedrmie strong.

Capital Expenditures

Sustaining capital expenditures and continued bishment capital expenditures are expected to appeade $10
million in the 2006 fiscal year. The Corporatios@hnticipates capital expenditures of $5 milliondompletion of
the ongoing expansion feasibility study.

The Corporation is in the process of completingres studies, mine plans and obtaining regulatppravals for
the No. 8 mine. It is anticipated that the Corpiorawill purchase a fleet of mining equipment tcecgte the mine,
and as such has entered into letters of intentpéaked initial cash deposits with a major equipmeanufacturer
for the purchase of a mining shovel and drill. Dissions are underway for the purchase of haul $;uckaders,
dozers and other support equipment. The Corporatibrupdate capital spending related to the Nanige upon
completion of the detailed engineering studies.

Other Information

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

As at May 27, 2005, there were 40,618,690 shasegisand outstanding.

In addition, there were 1,805,000 common stockamystioutstanding at a weighted average exercise pfi$2.61
1,325,000 common stock options are exercisablepaica of $1.00 per share on or before March 2092@00,000
common stock options are exercisable at a pric30f0 per share on or before July 21, 2009, 75¢@®0mon
stock options are exercisable at a price of $3r¥0rdbefore August 8, 2009 and 205,000 common shptions are
exercisable at a price of $11.56 on or before M&8h 2010. There are also 1,471,000 warrants ouiistg,
exercisable at a price of $16.25 per share onforé&ebruary 27, 2006.
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Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpor&i@nnual
information form for the fiscal year ended March, 2004, 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 4)
Accounts receivable and prepaid expenses
Inventory (note 5)

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

Other assets

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Notes payable (note 6)

Asset retirement obligations (note 7)

Shareholders’ Equity
Share capital (note 8)
Contributed surplus
Deficit

See accompanying notes to the consolidated finasiEitements.

$

March 31 March 31
2005 2004
(Unaudited) (Audited)
35,455 % 337
9,666 -
4,954 55
10,838 -
60,913 392
82 82
17,163 3,380
22,062 1,416
- 315
100,220 $ 5,585
14,302 $ 464
3,647 -
17,949 464
2,338 77
20,287 541
99,751 7,189
1,275 9
(21,093 (2,154)
79,933 5,044
100,220 $ 5,585
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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 (note 9)
Interest on notes payable (note 6)
Depreciation, depletion and accretion

Taxes(note 12)

Net loss

Deficit, beginning of period
Deficit, end of period $
Net loss per shargnote 10)

Basic and diluted $
Note: As the Corporation did not become a publittgmntil May
12, 2004, there are no comparative figures for piiterim periods.

See accompanying notes to the consolidated finbsizEitements.

10

Three Twelve Twelve
months ended months ended months ended
March 31 March 31 March 31
2005 2005 2004
(Unaudited) (Unaudited) (Audited)
11,935 $ 16,822 $ -
213 827 1
12,148 17,649 1
17,766 26,222 -
2,704 4,259 -
1,007 4,908 1,194
25 125 4
727 895 11
22,229 36,409 1,209
(10,081 (18,760 (1,208)
(146) (179) -
(10,227 (18,939 (1,208)
(10,866 (2,154 (946)
(21,093 ¢ (21,093 $ (2,154)
(0.27) ¢ (0.56) $ (0.23)
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Consolidated Statements of Cash Flows
(thousands of Canadian dollars)

Three Twelve Twelve
months ended months ended months ended
March 31 March 31 March 31
2005 2005 2004
(Unaudited) (Unaudited) (Audited)
Cash provided by (used for)
Operating activities
Net loss $ (10,227 ¢ (18,939 $ (1,208)
Items not affecting cash
Stock-based compensation (note 11) 486 1,004 617
Unrealized foreign exchange gain (168) (253) -
Depreciation, depletion and accretion 727 895 11
Other - - 1)
(9,182 (17,293 (581)
Net change in non-cash working capital relating t
operating activities (3,111 (3,314 138
(12,293 (20,607 (443)
Financing activities
Proceeds on issuance of share capital (note 8) 40,011 99,097 1,374
Proceeds on issuance of note payable (note 6) - 5,335 -
Repayment of note payable (note 6) (556) (1,186 (116)
Share issuance costs (nhote 8) (2,357, (5,959 (325)
Net change in non-cash working capital relating t
financing activities - (197) 263
37,098 97,090 1,196
Investing activities
Additions to mineral properties and development
costs (3,510 (12,535 (540)
Additions to buildings and equipment (6,572 (20,527 (14)
Restricted cash (note 4) (12) (9,872 -
Net change in non-cash working capital relating t
investing activities (489) 1,612 (61)
(10,582 (41,322 (615)
Effect of foreign exchange on cash and cash equieals 179 (43) -
Increase in cash and cash equivalents 14,402 35,118 138
Cash and cash equivalents, beginning of period 21,053 337 199
Cash and cash equivalents, end of period $ 35,455 $ 35,455 ¢ 337

Note: As the Corporation did not become a publitgtgntil May
12, 2004, there are no comparative figures for piierim periods.

See accompanying notes to the consolidated finasigitements.
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Notes to Consolidated Financial Statements
March 31, 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 consolidatexhial statements for the year ended March 314 26%cept
as described in note 2.

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, 2004.

Reclassification

Certain prior years’ figures have been reclassiftiedonform to the presentation adopted in theeruryear.
Significant Accounting Policies
Inventory

Coal inventory is valued at production cost, subj@ca net realizable value test. Production casttude
contract mining, direct labor, operating materiatsl supplies, transportation costs and a relevotation of
overhead including depreciation and depletion.

Materials inventory consists of parts, supplies ansdsumables, and is valued at the lower of cosit raat
realizable value.

Foreign Currency Translation

Foreign currency assets and liabilities are trdedlanto Canadian dollars at the month-end exchaatge for
monetary items and at the historical exchange f@tenon-monetary items. Foreign currency revenues a
expenses are translated at the exchange rateeict effi the dates of the related transactions. goreurrency
gains and losses are included in income immediately

Revenue Recognition

Product revenues are recognized when title passtsetcustomer. Seaborne coal sales revenues aeealjg
recognized when the coal has been loaded on tleelvéirect sales are recognized when the owneshipe
coal is transferred to the customer. Interest dhdraevenue are recognized when earned.

Mineral Properties and Development Costs

The Corporation has acquired eight crown coal ked4ecases”) in the Grande Cache, Alberta areah éaica
term of 15 years. The Corporation is committedjarrthe Lease terms, to paying an annual leasalrant a
royalty on all coal recovered from these Leaseinduheir respective terms. The Corporation i® akqjuired to
meet certain milestones under these Lease agregemerthe Crown can, at its sole discretion, termeirthe
Leases. At December 31, 2004, all milestones wexiebythe Corporation.

Restricted Cash

Cash secured letters of credit in the amount o024 were provided to the Alberta Minister of Finanfor
abandonment security to cover anticipated costedamation for the mining areas, processing fiedliand
surrounding infrastructure. In addition, cash seduetters of credit of $512 were provided to g@n\providers
and a cash secured letter of credit of U.S.$4,188 pvovided as security for the notes payable.

12
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Notes to Consolidated Financial Statements
March 31, 2005

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

5. Inventory
March 31
2005
Coal inventory $ 10,478
Materials inventory 360
Total $ 10,838

6. Notes Payable

The Corporation entered into a coal sale agreetated April 13, 2004 with a Japanese trading comitre
“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 sgreement, the parties entered into an advaagment
agreement pursuant to which the Trading Co. agreedivance U.S.$4,000 to the Corporation to be byethie
Corporation for certain development activities amgerations of its mining properties near Grandeh@ac
Alberta. As the advance was denominated in U.Sadplchanges in the U.S./Canadian dollar exchaatge
impact the carrying value of the note. Interespayable on the outstanding balance at LIBOR plus &
annum, but in any event, shall not exceed U.S. $1@0 the term of the advance.

Repayment of the advance occurs through a reduictitite price per tonne otherwise payable by tredifig Co.
for coal delivered under the coal sale agreemeanting the fourth quarter, U.S.$455 (U.S.$985 yeaddte) of
principal and interest of U.S.$31 (US $100 yeadate) was repaid.

As security for this advance, the Corporation gednthe Trading Co. a letter of credit in the amoaft

U.S.$4,100 in the second quarter of 2005, replativydemand debenture on all present and afterrachu
property of the Corporation that had initially begmanted. The Corporation must repay the advant&ater than

September 30, 2005 and has the option to repaliputitpenalty, the outstanding balance of the advatany

time and thereafter obtain discharge of the |ataredit.

Interest expense on the note of $25 was recordgekiguarter ended March 31, 2005 ($125 year w®)dat

7. Asset Retirement Obligations

Future asset retirement obligations were estimhyethanagement based on the Corporation’s estinzatsis to
fulfill its legal asset retirement obligations. &lCorporation has estimated the net present vdlits @sset
retirement obligations to be $2,338 as at March &I0Q5, based on a total future liability of $5,69%he
Corporation’s credit adjusted risk free rates rafngm 5.5% to 7.6% depending on the term of es&hatears to
reclamation.

The following table reconciles the Corporation’setsetirement obligations:

Twelve

months ended

March 31

2005

Balance, beginning of period $ 77
Increase in liability 2,180
Accretion expense 81
Balance, end of period $ 2,338

13
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Notes to Consolidated Financial Statements
March 31, 2005

(Unaudited)

(thousands of Canadian dollars, except per sharewats)

8. Share Capital
Authorized

Unlimited common shares

Issued
Stated
(thousands) Number Value
Common shares
Balance — March 31, 2004 6,067 $ 485
Shares issued on initial public offering 23900 57,200
Conversion of Series 1 preferred shares to
common shares 8,400 6,825
Shares issued on private placement 2,942 40,01
Shares issued on exercise of warrants 725 772,2
Balance — March 31, 2005 40,134 106,798
Series 1 preferred shares
Balance — March 31, 2004 6,825 $ 6,825
Conversion of Series 1 preferred shares to
common shares (6,825) (6,825)
Balance — March 31, 2005 - -
106,798
Less: Share issuance costs 7,047
$ 99,751

On May 12, 2004, the Corporation completed itdahjpublic offering of 22.0 million common sharesaaprice
of $2.60 per common share for gross proceeds o857 This included the full exercise by the agesfttheir
over-allotment option to sell an additional 2.0limit common shares. Net proceeds to the Corparatitier
deducting the agents’ fee of $3,146 and cash céoste offering of $769 were $53,285.

Following the completion of the offering, all issband outstanding Series 1 preferred shares waertearged
into common shares with a conversion factor of £@®mon shares for each preferred share. Holde3gres
1 preferred shares were not entitled to any accangdunpaid cumulative dividends up to the datexshange.

On February 25, 2005, the Corporation completedotiveate placement of 2.9 million units at an isguiee of
$13.60 per unit for gross proceeds of $40,011.s Tigluded the full exercise by the underwritergtedir over-
allotment option to purchase an additional 0.4ionllunits. Each unit consisted of one common sharckone-

half of one common share purchase warrant of thep@ation, each whole common share purchase warrant
entitling the holder to acquire one common sharéhefCorporation at a price of $16.25 per sharerbefore
February 27, 2006. Net proceeds to the Corporatiere $37,654, after deducting the underwriterg &
$2,201 and cash costs of the offering of $156.
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
March 31, 2005

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

Warrants

On May 12, 2004, the Corporation issued agentstamas to purchase 1.21 million common shares atxarcise
price of $2.60 per common share for a period ofriihths from the closing date of the initial pulditfering.
The fair value of each warrant issued is estimatedhe date of the issuance using the Black Schmieig
model, using an estimated volatility at the timeled grant of 50%, risk free interest rate of 39%d an expected
life of one year. The non-cash stock based compiensaxpense of the agents’ warrants of $653 wesrded as
a share issuance cost.

During the year 725 thousand agents’ warrants wreecised for cash proceeds of $1,886. On exedfiffeese
warrants, $391 was credited to share capital frontributed surplus.

Upon closing of the private placement on Februdy2D05, the Corporation issued warrants to puehias71
million common shares at an exercise price of @& share on or before February 27, 2006. Noevelas
attributed to the warrants.

9. General and Administrative

General and administrative expenses in the questesist of customary overhead charges which inchatecash
charges of $486 ($1,004 year to date) for stocledb@admpensation (note 11) and a $4 gain ($101yleas to
date) for foreign exchange.

Year to date general and administrative expensesistoof customary overhead charges, as well agemnring
charges related to the initial startup of operaioiuding internal labour, equipment rental, anidcellaneous
supplies that were not capitalized.

10. Net Loss per Share

The following reconciles the denominators for bamntl diluted net loss per share calculations. {féasury
stock method is used to determine the dilutivectftd the share options. The effect of all optior avarrant
exercises would be anti-dilutive to the loss perrsh

Three Twelve
months ended months ended
March 31 March 31
2005 2005
(thousands, except per share information)
Weighted average shares outstanding — basic amedil 38,303 33,697
Net loss $ (10,227) $ (18,939)
Net loss per common share:
Basic and diluted $ (0.27) $ (0.56)

11. Stock-Based Compensation

The Corporation has a share option plan, pursumamthich the board of directors or a committee tb&raay
from time to time grant options to purchase comrsiagres.

Total stock-based compensation expense includegeineral and administrative expenses for the quavéer
$486 and was a result of the Corporation’s shat@plan. The year to date stock-based compemsatipense
was $1,004.

At March 31, 2004, 1.4 million options to purchasemmon shares at an exercise price of $1.00 were
outstanding. The options have a term of five yead vest in equal amounts over three years. On3Il2004,
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(thousands of Canadian dollars, except per sharewats)

75 thousand of these options were cancelled.

Options to purchase 200 thousand common shares akexrcise price of $3.70 were granted to directoms
employees of the Corporation under the Corporatishare option plan on July 22, 2004. The opti@awea five
year term and were priced at the trading pricchef@ommon Shares on the date of the grant. Optiiopsrchase
125 thousand of the common shares vested immegliatel options to purchase 75 thousand of the common
shares are subject to a two year vesting period.

Options to purchase 75 thousand common shareseteanise price of $3.70 were granted to emplogaesan
officer of the Corporation under the Corporatiosfgre option plan on August 9, 2004. The optione\wpeiced

at the trading price of the Common Shares on te adfathe grant and have a five year term. Optiorsurchase

25 thousand of the common shares vested immediatedyoptions to purchase 50 thousand of the common
shares are subject to a two year vesting period.

Options to purchase 205 thousand common shares exeacise price of $11.56 were granted to dirsctan
officer and employees of the Corporation under @ogporation’s share option plan on March 14, 20D&e
options were priced at the trading price of the @am Shares on the date of the grant and have adizeterm.
Options to purchase 75 thousand of the common shasted immediately and options to purchase 13@stnd
of the common shares are subject to a two yeaingeseriod.

The fair value of each option granted is estimatedhe date of the grant using the Black-Scholé®omricing
model, using an estimated volatility at the timeesath grant between 42% and 50%, risk-free inteadss of 3%
and expected lives of five years.

Details of the options outstanding are as follows:

Common Shares

Weighted

Average

Exercise

(thousands of shares) Number Price
Outstanding — March 31, 2004 1,400 $ 1.00
Granted - -
Cancelled - -
Exercised - -
Outstanding — June 30, 2004 1400 $ 1.00
Granted 275 % 3.70
Cancelled (75) $ 1.00
Exercised - -
Outstanding — September 30, 2004 1,600 $ 1.46
Granted - -
Cancelled - -
Exercised - -
Outstanding — December 31, 2004 1,600 $ 1.46
Granted 2056 % 11.56
Cancelled - -
Exercised - -
Outstanding — March 31, 2005 1805 $ 261
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Details of the options exercisable at March 31,28 as follows:

Common Shares
Weighted Average

(thousands of shares) Number Exercise Price
442 $ 1.00
150 3.70
75 11.56
667 $ 2.80
Of the options outstanding, 1,600 thousand optéxmsre in 2009 and the remaining 205 thousand optaxpire
in 2010.
12. Taxes

The Corporation is required to pay Alberta Crowny&ties on product revenues. The royalty expensehie
quarter ended March 31, 2005 was $93 ($126 yedat®). Also included is Large Corporations Tax 68 $or
the year.

13. Commitments

In order to ensure the continued availability ofidaaccess to, facilities and services to meet dpes
requirements, the Corporation has entered intoi+yei#tr agreements for the lease of coal propensicles and
office space as well as a provision for rail traorsgtion. Under contracts existing at March 31, 20fiture
minimum amounts payable under these agreemenssiammarized below:

2006 $1,366
2007 $1,376
2008 $ 233
2009 $ 213
2010 and thereafter $1,017

14. Related Party Transactions

In the first quarter of 2005, prior to the Corparats initial public offering, management fees @3% which have
been included in general and administrative expensere paid to companies owned by two directorthef
Corporation. These transactions were in the nortoarse of business and were measured at the ex@hang
amount, which was the consideration agreed to byérties.

15. Subsequent Events

In May 2005, 484,606 agents’ warrants issued onrtitial public offering were exercised at a prine$2.60 for
cash proceeds of $1,260.

On April 12, 2005, the Corporation entered intdelet of intent to purchase mining equipment andeuaan
initial deposit of U.S.$1.6 million with a major nihg equipment manufacturer for the purchase ofimnm
shovel and drill. The total estimated cost of thguipment is U.S.$16 million pending final specifica
decisions.
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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's mumernal
expectations, estimates, projections, assumptiosbeliefs, which may prove to be incorrect. Safthe forward-
looking statements may be identified by words sagHexpects”, "anticipates"”, "believes”, "projectsplans” and
similar expressions. These statements are notagtees of future performance and undue reliancaulshaot be
placed on them. Such forward-looking statementessarily involve known and unknown risks and uadgies,
which may cause Grande Cache's actual performamekefimancial results in future periods to differ tegally from
any projections of future performance or resultpressed or implied by such forward-looking statetsierThese risks
and uncertainties include, among other things, demin general economic, market and business donsdit
uncertainties associated with estimating the qugrdind quality of coal reserves and resources; codity prices,
currency exchange rates, capital expenditures aedt 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 la&fns; and the
occurrence of unexpected events involved in coalendevelopment and production. Many of these rakd
uncertainties are described in Grande Cache's 2@0vhual Information Form, Grande Cache's Managersent'
Discussion and Analysis and other documents Graaiehe files with the Canadian securities authositiegCopies of
these documents are available without charge froran@e Cache or may be accessed on Grande Caché&siteve
(www.gccoal.comnor on the website maintained by the Canadian sges regulatory authoritiesvfjww.sedar.coim

The Toronto Stock Exchange has neither approvediisapproved
the information contained herein.
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