Grande Cache Coal Corporation
Management’'s Discussion & Analysis

This Management’s Discussion and Analysis ("MD&ARould be read in conjunction with the unauditedrim
consolidated financial statements and notes thefi@tahe period ended December 31, 2009, and tlubiteal
consolidated financial statements, notes and EIMB&A thereto of Grande Cache Coal Corporation ré@le
Cache Coal" or the "Corporation") for the fiscahyended March 31, 2009. The consolidated finarst&kments
have been prepared in accordance with Canadiamallgn@ccepted accounting principles. This discusgrovides
management's analysis of the Corporation's higtbficancial and operating results and providegreges of the
Corporation's future financial and operating perfance based on information currently available.uAttesults
will vary from estimates and the variances mayigeificant. Readers should be aware that historesillts are not
necessarily indicative of future performance. &fiarences are to Canadian dollars unless othemdseated.

This MD&A was prepared using information that isremt as of February 9, 2010.

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

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

document and are expressly qualified by this caatip statement.

Specifically, this MD&A contains forward-lookingatements relating t@nticipated sales volumes of metallurgical
coal in fiscal 2010 and fiscal 2011, anticipatelesagrices in fiscal 2010; anticipated cost of preidsold in fiscal
2010; management of coal production in fiscal 2Gtfyre development activities and related camtgdenditures;
the capital expenditure program for fiscal 201@dimg sources for the capital expenditure programa; future coal
production levels.

These forward-looking statements are based onicdaty assumptions regarding, among other thinganaterial
disruption in production; no material variationdnticipated coal sales volumes; no material vanigtiin markets
and pricing of metallurgical coal other than amtated variations; continued availability of and nmterial
disruption in rail service and port facilities; meaterial delays in the current timing for complatiof ongoing
projects; financing will be available on terms favable to the Corporation; no material variatiorhistorical coal
purchasing practices of customers; coal sales attstwill be entered into with new customers; pargxecute and
deliver contracts currently under negotiation; andmaterial variations in the current regulatoryismnment. The
reader is cautioned that such assumptions, althcogkidered reasonable by Grande Cache Coal dtntleeof
preparation, may prove to be incorrect.

Actual results achieved during the forecast pefridltl vary from the information provided herein asresult of
numerous known and unknown risks and uncertaiatielsother factors. Such factors include, but atdimited to:
changes in general economic, market and busingslitioms; uncertainties associated with estimathegquantity
and quality of coal reserves and resources; contsngulices, currency exchange rates, the availgbdlft credit
facilities for capital expenditure requirementsptservice requirements; dependence on a singlesyatem;
changes to legislation; liabilities inherent in ta@ne development and production; competition fimong other
things, capital, acquisitions of reserves, undeyetblands and skilled personnel; geological, mimng processing
technical problems; ability to obtain required miieenses, mine permits and regulatory approvadgired to
proceed with mining and coal processing operatiabdijty to comply with current and future enviroamal and
other laws; actions by governmental or regulatouyherities including increasing taxes and change®ther
regulations; and the occurrence of unexpected svamblved in coal mine development and productamg other
factors, many of which are beyond the control ohigie Cache Coal. Many of these risk factors anérteiaties
are discussed in Grande Cache Coal's Annual Infiwma=orm, Grande Cache Coal's MD&A, and other
documents Grande Cache Coal files with the Canasaarities regulatory authorities.
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There is no representation by Grande Cache Cobhttaal results achieved during the forecast pendl be the
same in whole or in part as those forecast and der&@ache Coal does not undertake any obligatiomptiate
publicly or to revise any of the included forwambking statements, whether as a result of new mmdion, future
events or otherwise, except as may be requiregpljcable securities law.

Readers of this Management's Discussion and Arsagysiuld refer to the section entitled "Risk Fagtan Grande
Cache Coal’'s Management's Discussion and AnalyglsAmnual Information Form for the fiscal year eddéarch
31, 2009 for factors which could potentially impdioe Corporation's financial performance and ititglio meet
its targets.
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Financial Overview

As at As at

December 31 March 31

(millions of dollars) 2009 2009
Balance Sheet

Cash and cash equivalents 100.5 68.0

Total assets 326.7 259.2

Long-term liabilities 54.2 16.7

Shareholders’ equity 248.6 228.4

Three months ended
December 31

Nine months ended
December 31

(millions of dollars, except per share amounts) 2009 2008 2009 2008

Statement of Net Income and Comprehensive

Income
Revenue 62.4 91.9 181.8 209.9
Cost of sales 49.5 46.3 136.3 115.8
Income from operations 5.5 41.3 25.7 81.8
Net income and comprehensive income 4.3 36.8 18.7 87.2
Basic net income per share 0.04 0.38 0.19 1.00
Diluted net income per share 0.04 0.38 0.19 0.96

Three months ended
December 31

Nine months ended
December 31

(millions of tonnes, except per tonne amounts) 2009 2008 2009 2008

Statistics
Clean coal production (tonnes) 0.42 0.35 1.19 1.05
Coal sales (tonnes) 0.47 0.36 1.34 0.95
Average sales price (US$/tonne) 131 213 128 201
Average sales price (CDN$/tonne) 134 254 136 220
Cost of product sold ($/tonne) 76 96 74 87
Distribution costs ($/tonne) 30 32 28 34
Cost of sales ($/tonne) 106 128 102 121
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Revenue

The Corporation’s third quarter revenue was $62illam compared to $91.9 million in the same periadt year.
Current quarterly sales volumes of 0.47 millionrtes were 31% higher than the comparable quarteinlyna
because of sales into China. The decrease in rewens due largely to lower coal price contractstifi@r current
coal year, which commenced April 1, 2009. For tisedl year to date, revenue was $181.8 million, mdrem
$209.9 million in the first nine months of fiscad@. Coal sales in the current fiscal year to dage 1.34 million
tonnes (fiscal 2009 — 0.95 million tonnes) drivanebrecovery in demand from traditional customerd sales to
new customers in China.

The average sales price in the third quarter w84 $Er tonne, down from $254 per tonne in the coaiga period.
Metallurgical coal sales accounted for 95% of thiedtquarter sales volumes and realized an aveydage of $138
per tonne (US$130 per tonne). The remaining salksnes related to thermal coal sales. For thelfigear to date,
the average sales price was $136 per tonne, dawn $220 per tonne in the same period last fiscat.y€he
decrease in price relates primarily to lower haskiiieg coal contract price settlements in the curoeal year.

Cost of Sales

Cost of sales was $49.5 million, or $106 per toninghe current quarter compared to $46.3 million$128 per
tonne in the same period last year. The cost efssal the third quarter consisted of cost of prodetd of $35.3
million ($76 per tonne) and distribution costs d#4$ million ($30 per tonne). In the comparablertgraof fiscal
2009, the cost of product sold was $34.7 millio8g$er tonne) and distribution costs were $11.@anil($32 per
tonne).

The decrease in the unit cost of product sold edl&b reduced use of contractor services, lowent@aance costs
and a decrease in the price of diesel fuel. Alsttrdmuting to the improvement was higher operapngductivities
and a lower strip ratio in the surface mine. Thi cost of distribution was lower in the third qtearcompared to
last year because of lower rail costs due to aatsmtuof fuel surcharges included in the rail rates

For the first nine months of the fiscal year, ooissales was $136.3 million, or $102 per tonne, pared to $115.8
million, or $121 per tonne, in the first nine maosihf last year. Included in the current year west ob product sold
of $98.4 million ($74 per tonne) and distributiomsts of $37.9 million ($28 per tonne). In the conafe period of
fiscal 2009, the cost of product sold was $82.8ionil($87 per tonne) and distribution costs wer8.83million
($34 per tonne).

The unit cost of product sold was lower during fing nine months of the fiscal year, comparedht® $ame period
last year, due to a reduction of costs incurrecexternal contractor services, equipment maintenaaoce diesel
fuel. There were also improved productivities tlglout various areas of the operations, furtherrdmrting to a
lower unit cost of product sold. The unit cost ddtdbution for the year to date was down from ttmmparable
period due to a lower proportion of shipments gdmgastern Canada, which carry higher rail ratas shipments
to the west coast, as well as a reduction of fustigrges included in the rail rates. In additid@murrage charges
were lower in the first nine months of the curristal year, compared to the same period last year.

Other Operating Expenses

General and administrative expenses were $3.1omilliuring the third quarter, up from $1.5 millian the same
period last year. General and administrative expeimscluded head office administrative and markgtiharges of
$1.8 million (fiscal 2009 - $1.3 million), non-casharges for stock-based compensation of $0.3anilfiiscal 2009
- $0.2 million) and a $1.0 million donation to tteavn of Grande Cache to redevelop the local reitneatentre.
Fiscal year to date general and administrative es@e were $7.3 million, compared to $5.1 milliorthie first nine
months of last fiscal year.
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Depreciation, depletion and accretion was $4.4ionilin the third quarter (fiscal 2009 — $2.8 mifijoand $12.5
million for the fiscal year to date (fiscal 20087.3 million). The increase was caused by highat pooduction, the
addition of capital assets and the change in vaflekepreciation and depletion included in coal imeey.

Other Income (Expenses)

The Corporation had a foreign exchange gain of $iilbon during the third quarter compared to argef $10.4
million in the comparable period of last year. heeign exchange gain in last year’s third quawes caused by a
significant weakening of the Canadian dollar agaithe US dollar. For the fiscal year to date, thegration’s
foreign exchange loss was $2.9 million in conttasin $11.3 million gain in the first nine montHsiwe prior fiscal
year.

The Corporation recorded an unrealized foreign argk loss of $0.3 million in the third quarter tielg to foreign
exchange forward contracts. For the fiscal yeadate, the unrealized foreign exchange gain on thevard
contracts was $2.7 million.

Interest and other income were $0.1 million in tiied quarter (fiscal 2009 - $0.2 million) and $0lion for the
fiscal year to date (fiscal 2009 - $0.6 millionjtdrest and other income consists primarily ofredée earned on
restricted cash, interest earned on short termstmvents and access fees charged for the use of esatibridges
belonging to the Corporation.

Interest and other expenses were $0.4 million dutire three and nine months ended December 31, 200D
related mainly to interest charges on capital leakefiscal 2009 interest and other expenses wira the third
quarter and $0.5 million for the fiscal year toejand consisted primarily of interest paid onrthelving and long
term debt.

Taxes

Third quarter tax expenses were $2.2 million anduthed a current tax expense of $0.5 million foovimcial
Crown royalties and a future income tax expens&X ¥ million. During the third quarter of fiscal the
Corporation incurred tax expenses $15.2 millionjcwhincluded $0.8 million for provincial Crown roji@s and
income tax expenses of $14.4 million. Fiscal yeaddte tax expenses were $6.7 million comparedst illion
during the first nine months of the previous fisgadr.

Liquidity and Capital Resources

At December 31, 2009, Grande Cache Coal had cakhash equivalents of $100.5 million. The Corparas cash
position increased $20.4 million during the thigager and $32.4 million during the first nine munbf the fiscal
year. In the comparable periods of fiscal 2009,Gloeporation’s cash position increased $65.6 nmillio the third
quarter and $83.4 million during the year to date.

Operating activities during the third quarter gexted $22.5 million in cash compared to $77.1 millio the same
period last year. Cash generated prior to change®on-cash working capital was $10.7 million in th@rent
quarter and $39.6 million during the comparableiqeerDuring the first nine months of the fiscal yeaash
generated by operating activities before changemimcash working capital was $38.0 million dowanfr $83.6
million last year. Higher coal prices in the prfacal year led to greater net income, which wasagor contributor
to the higher cash generation in the previous lfigear.

Financing activities resulted in a cash increasg6o® million during the third quarter and $4.6liait for the year
to date. During the current quarter, the Corporatintered into a sale leaseback agreement for mchiiEX5500
hydraulic excavator that was purchased during ¢eersd quarter of fiscal 2010, resulting in cashcpeals of $10.7
million. Payments towards capital lease obligatismse $4.3 million in the third quarter and $6.7liom for the
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fiscal year to date. Financing activities in thestfinine months of the prior fiscal year generatagh of $15.3
million and included cash proceeds of $17.4 millfoorn the exercise of warrants, cash proceeds ¢f $llion
related to the exercise of share options and cagiments of $5.0 million towards a revolving delility.

Investing activities in the third quarter resulieda cash decrease of $9.0 million, which includedding and

equipment additions ($4.2 million) and developmerfit mineral properties ($1.2 million). In additionhe

Corporation provided cash secured letters of credthe amount of $3.6 million to the Alberta Gowerent for

security to cover future anticipated costs of rex#on relating to the new No. 8 surface mine, Whi@s approved
during the quarter. Year to date investing actgitled to a cash decrease of $38.3 million (fi&9 - $35.5
million) and consisted of the addition of buildingsid equipment totaling $30.3 million (fiscal 200%29.7

million), the development of mineral propertiesatotg $2.8 million (fiscal 2009 - $4.2 million) andstricted cash
of $3.6 million (fiscal 2009 - $1.9 million). Indlied in the additions to buildings and equipmentrdufiscal 2010
was the purchase of a new Hitachi EX5500 hydraatavator at a cost of $11.0 million.

In June 2009, the Corporation entered into an ageeéwith HSBC Bank Canada to provide the Corponatiith a
credit facility up to $25 million and the abilitp enter into foreign exchange hedging arrangeménisng the first
quarter the Corporation entered into a series r&idgo exchange forward contracts to sell a totd) 8645 million at
an average rate of Canadian dollars 1.157 to thel®I&r. During the third quarter the Corporatiariered into a
series of foreign exchange forward contracts tbasébtal of US$48 million at an average rate oh&gian dollars
1.065 to the US dollar. At December 31, 2009, US#6lion of the foreign exchange forward contragisre
outstanding, all of which will mature by SeptemBgéd.0.

The Corporation believes that its existing caslshcfiow from operations and its operating creddilfty will be
sufficient to fund ongoing working capital requirents. The Corporation expects that capital exparestfor the
remainder of fiscal 2010 will be funded by existiragh and cash flow from operations.

Grande Cache Coal expects that coal inventory aatiproduction will be sufficient to meet anticipdtcoal sales
volumes for fiscal 2010. At December 31, 2009, G@meporation had $20.2 million in coal inventory ngoared to
$24.7 million at September 30, 2009.

The Corporation did not have any off-balance sHeetncing structures in place at December 31, 20809.
December 31, 2009, the Corporation had long teabilifies for asset retirement obligations withragent value of
$8.2 million, future income tax liabilities of $Bmillion and capital lease obligations of $30.3liom. Grande
Cache Coal’s asset retirement obligations are eavby a cash deposit of $0.1 million and lettersreflit totaling
$11.8 million provided to the Alberta Governmenhigh are presently secured by restricted cash.

In order to ensure the continued availability ofidaaccess to, faciliies and services to meet dtiped
requirements, the Corporation has entered intoipedr agreements for the lease of coal propefigs, vehicles,
equipment, buildings and office space.

At December 31, 2009, the Corporation had commitmém purchase a new P&H Electric Mining Shovel and
new P&H Electric Blasthole Drill. Commitments owirmgn this equipment totalled approximately $23.4lioml,
which included US dollar commitments of US$19.2liwnil.

Under contracts existing at December 31, 2009réutninimum undiscounted amounts payable were &safsi

(millions of Canadian dollars) Payments Due by Period

Less than 1 2-3 4-5 After
Contractual Obligations Total year years years 5 years
Leases 46.9 9.7 195 17.0 0.7
Purchase Obligations 23.4 23.4 - - -
Total Contractual Obligations 70.3 33.1 19.5 17.0 70
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Recent and Upcoming Changes in Accounting Policies

EIC-174 - Mining Exploration Costs, was issued bg CICA on March 27, 2009 and became applicablénéo
Corporation’s financial statements issued after dagée. EIC-174 provides guidance on accountingéqitalization
and impairment of exploration costs related to mgnproperties. The impact of applying EIC-174 dat have a
material impact on the interim consolidated finahstatements.

CICA Handbook section 3064 — Goodwill and IntangiBlssets, was adopted by the Corporation on Ap20D9.
Section 3064 replaces section 3062 — Goodwill atideOlntangible Assets, and establishes standandshé
recognition, measurement, presentation and disaosigoodwill and intangible assets. At the saimestsection
3064 was adopted, EIC-27 — Revenues and Expenslitlueng the Pre-operating Period, was withdrawine T
impact of adopting these accounting standard cleadgknot have a material impact on the interimsotidated
financial statements.

EIC-173 - Credit Risk and the Fair Value of Finahdhssets and Financial Liabilities, became applieao the
Corporation on April 1, 2009. EIC-173 provides cande on how to take into account credit risk ofatity and
counterparty when determining the fair value ofafinial assets and financial liabilities, includidgrivative
instruments. The impact of applying EIC-173 did hate a material impact on the interim consoliddireadncial
statements.

The Canadian Accounting Standards Board ("AcSB"$ lkanfirmed that International Financial Reporting
Standards ("IFRS") will replace Canadian generatigepted accounting principles ("GAAP") in 2011 pablicly
accountable enterprises. As such, the Corporatithib@required to adopt IFRS for the fiscal yeagimning April

1, 2011, including comparative data from the pfiscal year. The Corporation has established a fuatransition
and has engaged third party advisors to assiseic@nversion project.

The Corporation’s conversion approach consisthiaet phases: 1) Diagnostic, 2) Evaluation and 2gwveént and
3) Implementation. With the assistance of thirdtypadvisers, the Corporation has completed therdistic phase
which identified the key differences between thepgoation’s current accounting policies and IFR8 astimated
the level of impact on the consolidated financiwtesments. The Corporation has moved into phase amb
continues to assess the effects of adoption orfikaycial statement components and finalize itsveosion plan.
The Corporation has determined that a considenabi#on of its conversion effort will relate to aemting for
property, plant and equipment. Initial assessmeitsther financial statement components completedidte
include stock based compensation provisions anet asrement obligations. During the second quasfe2010,
the Corporation also commenced analysis of IFR8nfiral statement presentation and disclosure rexpnts.
Where applicable, key IFRS transition alternatiggailable upon first time adoption of IFRS are lgetonsidered
and evaluated. The Corporation continues to foausamalyzing and developing implementation strategad
processes for the key IFRS transition issues ifiedtiThe Corporation continues to perform preliamynaccounting
assessments on less critical IFRS transition isshat will be further analyzed and evaluated thimmg the
implementation phase of the Corporation’s project.

The transition to IFRS is a significant undertakihgt may materially affect the Corporation’s rapdrfinancial
position and results of operations. Because th@®@ation is still in the Evaluation and Developmphaise and has
not yet selected its accounting policy choices ardmptions available to it under IFRS 1, the impactthe
Corporation’s financial position and future resufsoperations is not reliably determinable orrestble at this time.

The Corporation will continue to monitor developrgin accounting standards as issued by the Irtterz
Accounting Standards Board and the AcSB which nffgctithe timing, nature and disclosure of the @ogpion’s
adoption of IFRS and will update its plan as neagss
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Summary of Quarterly Results

Fiscal Fiscal Fiscal

2010 2009 2008
(millions, except per unit amounts) Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4
Clean coal production (tonnes) 0.42 0.43 0.34 0.26.35 0.43 0.27 0.37
Coal sales (tonnes) 0.47 0.36 0.51 0.11 0.36 0.34.25 0 0.42
Average sales price (US$/tonne) 131 120 129 292 21214 165 94
Average sales price (CDN$/tonne) 134 124 147 364 4 25223 166 95
Cost of product sold ($/tonne) 76 57 84 72 96 69 97 59
Distribution costs ($/tonne) 30 27 27 24 32 35 38 7 2
Cost of sales ($/tonne) 106 84 111 96 128 104 135 6 8
Revenue 62.4 44.8 746  38.7 91.9 76.6 413 39.9
Income (loss) from operations 55 9.5 10.7 245 341.36.4 4.0 (0.8)
Net income (loss) 4.3 9.3 5.1 18.9 36.8 47.1 34 .2)1
Basic net income (loss) per share 0.04 0.10 0.0520 0. 0.38 0.52 0.04 (0.02)
Diluted net income (loss) per share 0.04 0.09 0.0®.20 0.38 0.51 0.04 (0.02)

The Corporation’s average sales price was down fieeal 2009 as current coal year contracts wetteedeat lower
levels than record high prices negotiated duriregghevious coal year. The cost of product sold wadrom the
previous quarter due to an increase in mining imosts and higher maintenance expenses. Distribatists in the
current quarter increased from the previous threstgrs because of demurrage charges, howevemtheylower
than the first three quarters of fiscal 2009 dunivigich time costs were higher than normal largedgduse of the
inclusion of fuel surcharges in rail rates.

Outlook

Metallurgical Coal Markets

For fiscal 2010, the Corporation anticipates tle¢s volumes will be in the range of 1.6 to 1.8lionil tonnes, up
from the previous expectation of 1.5 to 1.7 millimmnes. The increase is due to a continuing reganedemand
from traditional customers and sales to new custenie China. The projected increase is continggmbnu
continuing demand from China as well as adequatanckoal production, rail service and vessel dgiva@he
average US dollar denominated sales price for[fid@40 is projected to be in the range of US$1168$125 per
tonne, which will include carryover shipments fréime prior coal year, spot sales and contract $atedbe coal year
that commenced April 1, 2009.

The Corporation anticipates that sales volumesgigoal 2011 will be in the range of 2.0 to 2.2 ioill tonnes. Price
discussions have commenced with customers forl f5¥HL but agreements have not yet been reached.

Operations

The Corporation has achieved certain productivitpriovements and cost reductions during the firs¢ months of
the fiscal year. There will continue to be a foousthese initiatives over the remainder of theenirfiscal year and
into the fiscal year commencing April 1, 2010. Téreerage cost of sales for fiscal 2010 is anticighate be
approximately $105 per tonne, down from previouislgice of $110 to $115 per tonne.
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Capital Expenditures

Capital additions are expected to total approxitge®85 million during fiscal 2010. In addition, th@orporation
anticipates making approximately $9.0 million irpdsits on equipment that will be delivered duriregdl 2011.

Remaining fiscal 2010 capital expenditures are etgqueto be funded by existing cash and cash flogmfr
operations.

Other Information

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

As at February 9, 2010, there were 96,520,142 camsmares issued and outstanding, and the followtraye
options were also outstanding:

Number Number Exercise

Share Options Outstanding Granted Vested Price Expiry Date
95,000 95,000 $11.56 March 15, 2010
10,000 10,000 $9.08 June 9, 2010
25,000 25,000 $4.50 October 18, 2010

245,000 245,000 $2.44 April 11, 2011
125,000 125,000 $1.05 October 11, 2011
50,000 50,000 $1.05 November 16, 2011
273,336 273,336 $0.88 May 23, 2012
1,075,137 516,794 $1.04 January 8, 2013
150,000 49,998 $5.02 August 20, 2013
1,861,669 544,995 $1.01 November 12, 2013
100,000 33,333 $0.88 January 10, 2014
125,000 - $0.77 February 10, 2014
50,000 - $3.57 August 18, 2014

Total 4,185,142 1,968,456

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpon&i@annual

information form for the fiscal year ended March, 2D09, is available on the Corporation’s SEDAR pany
profile atwww.sedar.com



Grande Cache Coal Corporation

Consolidated Balance Sheets
(thousands of Canadian dollars)

As at As at
December 31 March 31
(unaudited) 2009 2009
Assets
Current assets
Cash and cash equivalents 100,471 $ 68,035
Restricted cash (note 3) 12,010 8,440
Accounts receivable (note 4) 13,703 15,153
Inventory (note 5) 26,547 49,800
Prepaid expenses 319 965
153,050 142,393
Deposit for future reclamation expenditures 82 82
Capital assets (note 6) 173,567 116,707
326,699 $ 259,182
Liabilities
Current liabilities
Accounts payable and accrued liabilities 16,375 $ 13,078
Future income taxes (note 7) 643 886
Current portion of capital lease obligations (n®e 6,869 52
23,887 14,016
Asset retirement obligations (note 9) 8,183 6,429
Future income taxes (note 7) 15,775 10,298
Capital lease obligations (note 8) 30,253 -
78,098 30,743
Shareholders’ Equity
Share capital (note 10) 195,409 194,541
Contributed surplus 3,968 3,362
Retained earnings 49,224 30,536
248,601 228,439
326,699 $ 259,182

Commitments (note 11)

See accompanying notes to the consolidated financial statements.

10




Grande Cache Coal Corporation

Consolidated Statements of Net Income, Comprehengiincome and Retained Earnings

(thousands of Canadian dollars, except per share amounts)

Three months ended

December 31

Nine months ended

December 31

(unaudited) 2009 2008 2009 2008
Revenue $ 62,388 $ 91,944 $ 181,766 $ 209,924
Expenses
Cost of product sold 35,259 34,762 98,411 82,753
Distribution 14,196 11,582 37,847 33,033
General and administrative 3,096 1,481 7,344 5,076
Depreciation, depletion and accretion 4,367 2,802 12,484 7,269
56,918 50,627 156,086 128,131
Income from operations 5,470 41,317 25,680 81,793
Other income (expenses)
Foreign exchange gains (losses) 1,646 10,421 (2,934) 11,286
Unrealized (losses) gains on foreign exchange
forward contracts (266) - 2,739 -
Interest and other income 89 243 319 611
Interest and other expenses (403) (19) (431) (529)
Income before taxes 6,536 51,962 25,373 93,161
Taxes
Current tax expense (484) (9,610) (1,451) (10,602)
Future income taxes expense (1,736) (5,545) (5,234) 4,666
Net income and comprehensive income 4,316 36,807 18,688 87,225
Retained earnings (deficit), beginning of period 44,908 (25,265) 30,536 (75,683)
Retained earnings, end of period $ 49,224 $ 11,542 $ 49,224$ 11,542
Net income per shargnote 12)
Basic $ 0.04 $ 0.38 $ 0.19 % 1.00
Diluted $ 0.04 $ 038 $ 0.19 % 0.96

See accompanying notes to the consolidated financial statements.

11



Grande Cache Coal Corporation

Consolidated Statements of Cash Flows
(thousands of Canadian dollars)

Three months ended
December 31

Nine months ended
December 31

(unaudited) 2009 2008 2009 2008
Cash provided by (used for)
Operating activities
Net income and comprehensive income $ 4316 $ 36,807 $ 18,688 $ 87,225
Items not affecting cash
Stock-based compensation (note 13) 326 244 957 659
Unrealized foreign exchange (gains) losses (354) (5,816) 3,378 (6,709)
Unrealized losses (gains) on foreign exchange
forward contracts 266 - (2,739) -
Future income taxes 1,736 5,545 5,234 (4,666)
Depreciation, depletion and accretion 4,367 2,802 12,484 7,269
Settlement of asset retirement obligations (note 9) - - - (146)
10,657 39,582 38,002 83,632
Net change in non-cash working capital relating to
operating activities 11,832 37,500 32,175 13,353
22,489 77,082 70,177 96,985
Financing activities
Proceeds on exercise of options (note 10) 171 - 517 2,948
Payments on capital lease obligations (4,294) (13) (6,696) (47)
Net proceeds from capital lease financing (note 6) 10,729 - 10,729 -
Repayment on revolving debt (note 14) - - - (5,000)
Proceeds on exercise of warrants (note 10) - - - 17,354
Share issuance costs - - - (2)
6,606 (13) 4,550 15,253
Investing activities
Additions to mineral properties and development (1,181) (2,144) (2,821) (4,192)
Additions to buildings and equipment (4,240) (14,752) (30,340 (29,723)
Restricted cash (note 3) (3,570) - (3,570) (1,912)
Net change in non-cash working capital relating to
investing activities (23) (410) (1,552) 313
(9,014) (17,306) (38,283)  (35,514)
Effect of foreign exchange on cash and cash equieals 272 5,816 (4,008) 6,709
Increase in cash and cash equivalents 20,353 65,579 32,436 83,433
Cash and cash equivalents, beginning of period 80,118 22,092 68,035 4,238
Cash and cash equivalents, end of period $ 100,471 % 87,671 % 100,471$% 87,671

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

Notes to Consolidated Financial Statements
December 31, 2009

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

1.

Basis of Presentation

The interim consolidated financial statements ef@worporation have been prepared in accordanceGaitfadian
generally accepted accounting principles. The imeonsolidated financial statements have beengpegpusing
the same accounting policies as the consolidatexhial statements for the fiscal year ended M&;h2009,
except as described in note 2.

The interim consolidated financial statements sthdu read in conjunction with the Corporation’s itedl
consolidated financial statements and notes théoetihe year ended March 31, 2009.

Certain prior years’ figures have been reclassifiedonform to the presentation adopted in theesurfiscal year.

Recent and Upcoming Changes in Accounting Polies

EIC-174 - Mining Exploration Costs, was issued bg CICA on March 27, 2009 and became applicablbdo
Corporation’s financial statements issued aftert thate. EIC-174 provides guidance on accounting for
capitalization and impairment of exploration cagtted to mining properties. The impact of applyEIC-174

did not have a material impact on the interim ctéidated financial statements.

CICA Handbook section 3064 — Goodwill and Intangillssets, was adopted by the Corporation on April 1
2009. Section 3064 replaces section 3062 — Goodwdl Other Intangible Assets, and establishes atdador
the recognition, measurement, presentation andodis® of goodwill and intangible assets. At thensaime
section 3064 was adopted, EIC-27 — Revenues andrigitpres during the Pre-operating Period, wasdséivn.
The impact of adopting these accounting standamhgés did not have a material impact on the interim
consolidated financial statements.

EIC-173 - Credit Risk and the Fair Value of Finahdssets and Financial Liabilities, became appliedo the
Corporation on April 1, 2009. EIC-173 provides qaide on how to take into account credit risk oatity and
counterparty when determining the fair value ofafinial assets and financial liabilities, includidgrivative
instruments. The impact of applying EIC-173 did have a material impact on the interim consolidditegihcial
statements.

The Canadian Accounting Standards Board ("AcSB'$ banfirmed that International Financial Reporting
Standards ("IFRS") will replace Canadian generabcepted accounting principles ("GAAP") in 2011 for
publicly accountable enterprises. As such, the @aton will be required to adopt IFRS for the &bgear
beginning April 1, 2011, including comparative datam the prior fiscal year. The Corporation hatkkshed a
plan for transition and has engaged third partysaots to assist in the conversion project.

The Corporation’s conversion approach consistdiafet phases: 1) Diagnostic, 2) Evaluation and Dgweént
and 3) Implementation. With the assistance of thady advisers, the Corporation has completedithgnostic
phase which identified the key differences betweenCorporation’s current accounting policies aRR$ and
estimated the level of impact on the consolidatearfcial statements. The Corporation has movedghtase two
and continues to assess the effects of adoptideegriinancial statement components and finalizedsversion
plan. The Corporation has determined that a coredidke portion of its conversion effort will relati@ accounting
for property, plant and equipment. Initial assessef other financial statement components coregléd date
include stock based compensation, provisions asdta®tirement obligations. During the second quaof
2010, the Corporation also commenced analysis &SIFinancial statement presentation and disclosure
requirements. Where applicable, key IFRS transititternatives available upon first time adoptionEiRS are
being considered and evaluated. The Corporatiotimeas to focus on analyzing and developing impiatation
strategies and processes for the key IFRS transiisues identified. The Corporation continues éofgrm
preliminary accounting assessments on less critiERIS transition issues that will be further analyzand
evaluated throughout the implementation phaseeoCthrporation’s project.
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
December 31, 2009

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

The transition to IFRS is a significant undertakithgt may materially affect the Corporation’s repdrfinancial
position and results of operations. Because the@dation is still in the Evaluation and Developmphtise and
has not yet selected its accounting policy cho@es exemptions available to it under IFRS 1, thpaot on the
Corporation’s financial position and future reswdfsoperations is not reliably determinable orrestile at this
time.

The Corporation will continue to monitor developrtgein accounting standards as issued by the Irttenad
Accounting Standards Board and the AcSB which méfgch the timing, nature and disclosure of the
Corporation’s adoption of IFRS and will updateptan as necessary.

3. Restricted Cash

Cash secured letters of credit in the amount of &M have been provided to the Alberta Governmamnsédcurity

to cover anticipated costs of reclamation for tleepBration’s mining areas, processing facilitied aorrounding
infrastructure, including $3,570 during the thindagter of fiscal 2010 and $2,712 during the finsader of fiscal

2009. In addition, cash secured letters of credf2®0 have been made available to service prosidering the

first quarter of the previous fiscal year, the Goggion received $800 in cash due to the retumestricted cash
that had been used as security for a letter ofitctieat was made available to a service provider.

4. Accounts Receivable
As at As at
December 31 March 31
2009 2009
Trade accounts receivable $ 10,141 $ 13,899
Goods and services tax receivable 365 876
Unrealized gain on foreign exchange forward comsrac 2,739 -
Other 458 378
$ 13,703 $ 15,153
5. Inventory
As at As at
December 31 March 31
2009 2009
Coal inventory $ 20,179 % 44,332
Materials inventory 6,368 5,468
$ 26,547 $ 49,800

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

Materials inventory consists of parts, supplies amasumables, and is valued at the lower of avetageand net
realizable value. The Corporation maintains an mwey of parts and supplies for day to day mainteeaand
operations. For the three months ended Decembe2®19, parts and supplies inventories of $2,187ewer
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
December 31, 2009

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

6.

expensed to cost of product sold, compared to $1lii3he same period last fiscal year. For the mmanths
ended December 31, 2009, parts and supplies invesitof $5,602 were expensed to cost of produd,sol
compared to $5,081 in the same period last fiseat y

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

Capital Assets

As at As at

December 31 March 31

2009 2009

Mineral properties and development $ 23,042 $ 22,718
Buildings and equipment 99,211 93,783
Buildings and equipment under capital leases 46,579 206
Assets held for sale 4,735 -
$ 173,567 $ 116,707

In fiscal 2009 the Corporation entered into an agrent with a property and development company tohase
condominium units for employees. During the firsager of fiscal 2010, construction of the condaonmim units
was completed and final payments were made. Thedzation intends to sell all of the condominiumtarto
employees within one year, as such these condominiits have been classified as assets held feresal have

not been depreciated.

During the second quarter of fiscal 2010, the Caapon acquired mining equipment at a cost of US$27
through capital lease agreements.

During the third quarter of fiscal 2010, the Comu@n entered into a US$10,420 sale leaseback mgrgefor an
Hitachi EX5500 hydraulic excavator that was purettaguring the second quarter of fiscal 2010. Intamd the
Corporation acquired mining equipment at a cos1$$13,961 through capital lease agreements.

Taxes

At December 31, 2009, the Corporation had a futureme tax liability of $16,418, of which $643 welassified
as a current liability. The components of the fatincome tax liability were as follows:

As at As at
December 31 March 31
2009 2009
Temporary differences related to:
Buildings and equipment and mineral properties daklopment
costs $ 21,437 $ 12,428
Asset retirement obligations (2,046) (1,607)
Share issuance costs (366) (523)
Non-capital loss carry forwards (2,574) -
Investment tax credits (289) -
Other 256 886
Future income tax liability $ 16,418 $ 11,184
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Notes to Consolidated Financial Statements
December 31, 2009

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

8.

9.

Capital Lease Obligations

The Corporation has certain mining equipment anttlimgs under capital lease agreements. The calgitales
for the mining equipment are denominated in USatsliat interest rates up to a maximum of 6.7% paum,

expire by fiscal 2015 and are secured by the mlassets.

The following table summarizes the Corporation’itz lease obligations:

Balance — March 31, 2009 $ 52
Fair value of initial capital leases 44,311
Payments made during the period (7,084)
Interest portion of payments 388
Foreign exchange adjustment to US dollar obligation (545)

Balance — December 31, 2009 37,122
Current portion of capital lease obligations (6,869)

Long term portion of capital lease obligations $ 30,253

Future minimum payments under capital leases atDber 31, 2009 consist of the following:

Less than 1 year $ 9,047

2-3 years 18,255

4-5 years 15,855

After 5 years -

Total minimum lease payments 43,157
Amounts representing interest (6,035)

Present value of minimum lease payments 37,122
Current portion of capital lease obligations (6,869)

Long term portion of capital lease obligations $ 30,253

Asset Retirement Obligations

Future asset retirement obligations were calculateskd on the Corporation’s estimated costs tdlfitff legal
asset retirement obligations. The Corporation Iséismated the net present value of its asset re¢intimbligations
to be $8,183 as at December 31, 2009, based otalafteure liability of $14,004. The Corporationtsedit
adjusted risk free rates range from 5.0% to 7.6%edding on the period when the provision originaed the

term of estimated years to reclamation.
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(thousands of Canadian dollars, except per share amounts)

10.

The following table reconciles the Corporation’setsetirement obligations:

Balance — March 31, 2008 $ 4,020
Increase in liability 2,170
Settlement of liability (247)
Accretion expense 386

Balance — March 31, 2009 6,429
Increase in liability 1,392
Accretion expense 362

Balance — December 31, 2009 $ 8,183

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

Common shares
Balance — March 31, 2008

Shares issued on exercise of warrants

Shares issued on exercise of options

Shares issued on conversion of convertible debentur
Share issuance costs

Balance — March 31, 2009
Shares issued on exercise of options
Balance — December 31, 2009

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

73,361 164,676

10,846  ,3547
2,280 35,01
9,589 17,500

- )

96,076 194,541
444 868

96,520 195,409

During the second quarter of fiscal 2010, 274 taodscommon share options were exercised for castepds of
$346. On exercise of these common share optio2§) $2s credited to share capital from contributaglss.

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

The following transactions occurred during fisca09.

During the first quarter of fiscal 2009, 2,995 teand warrants were exercised for cash proceedg,@d%.
Additionally, 2,020 thousand common share optioesenexercised for cash proceeds of $2,601. On isgeot
these common share options, $1,804 was creditstidre capital from contributed surplus. As wellp@&field
Bridge Lending Fund Inc. ("Brookfield"), the Corpdion’'s then existing senior lender, converted $0,6f a

convertible debenture into 4,192 thousand commanesh
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December 31, 2009

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

During the second quarter of fiscal 2009, 7,85uslamd warrants were exercised for cash proceefi$)5662.
Additionally, 253 thousand common share optionseveercised for cash proceeds of $347. On exentigese
common share options, $249 was credited to shaitat&rom contributed surplus. As well, Brookfietdnverted
$9,850 of a convertible debenture into 5,397 thodsammon shares.

There were no changes to share capital duringhihe quarter of fiscal 2009.

During the fourth quarter of fiscal 2009, 7 thousa@mmon share options were exercised for cashepdscof
$7. On exercise of these common share options,akScvedited to share capital from contributed sisrpl

11. Commitments

At December 31, 2009, the Corporation had commitmempurchase a new P&H Electric Mining Shovel and
new P&H Electric Blasthole Drill. Commitments owing this equipment totalled approximately $23,38fich
included US dollar commitments of US$19,196. (réfenote 17 — Subsequent Events).

12. Net Income per Share

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

Three months ended Nine months ended
December 31 December 31

(thousands, except per share amounts) 2009 2008 2009 2008
Weighted average shares outstanding — basic 96,403 96,070 96,216 87,584

Dilutive effect of share options 2,892 750 2,464 3,400
Weighted average shares outstanding — diluted 999,2 96,820 98,680 90,984
Net income $ 4316 $ 36807 $ 18688 $ 87,225
Net income per share - basic $ 004 $ 038 $ 019 $ 1.00
Net income per share - diluted $ 004 $ 038 $ 019 $ 0.96

13. Stock-Based Compensation

The Corporation has a share option plan for thesfiteof directors, officers, employees and consulapursuant
to which the Board of Directors or a committee doémay from time to time grant options to purchasmmon
shares. Total stock-based compensation expensadattlin general and administrative expenses forthhd
guarter was $326, compared to $244 in the sameeayuast year and was a result of options grantedyant to
the Corporation’s share option plan. The fiscalryadate stock-based compensation was $957, caadar
$659 in the prior year.

On August 17, 2009, pursuant to the Corporatioiare option plan, options were granted to purctEke
thousand common shares at an exercise price of $&i5share. The options have a five year termaamdubject
to a three year vesting period.
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During the second quarter of fiscal 2010, optianptirchase 274 thousand common shares were exkatise
weighted average price of $1.26 per share and mptm purchase 37 thousand common shares werellednce

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

During fiscal 2009, options to purchase commoneharere granted pursuant to the share option gléollaws.
On August 20, 2008, options were granted to pueh&$ thousand common shares at an exercise rgea2
per share, on November 12, 2008, options were ggatot purchase 1,975 thousand common shares atesise
price of $1.01 per share, on January 12, 2009p0ptivere granted to purchase 100 thousand comnawassht
an exercise price of $0.88 per share and on Feptilar2009, options were granted to purchase 1@6st#nd
common shares at an exercise price of $0.77 pee.shae options have a five year term and are sulbbpea
three year vesting period.

During fiscal 2009, options to purchase 2,280 thodscommon shares were exercised at a weighte@gerer
price of $1.30 per share and options to purchaget@usand common shares were cancelled.

The fair value of each share option granted isredgd on the date of the grant using the Black-Bshoption
pricing model, using an estimated volatility at tirae of each grant between 42% and 147%, risk-fnesrest
rates of 1.3% to 4.5% and an expected term ofyfaars.

Details of the share options outstanding are davist
Common Shares
Weighted Average

(thousands of shares) Number Exercise Price
Outstanding — March 31, 2008 5,218 $ 1.57
Granted 2,350 1.25

Cancelled (672) 1.86
Exercised (2,280) 1.30
Outstanding — March 31, 2009 4,616 1.50
Granted 50 3.57
Cancelled (37) 3.70
Exercised (444) 1.17
Outstanding — December 31, 2009 4,185 $ 1.54

Of the share options outstanding at December 309,285 thousand options expire in fiscal 2010, l8tusand
options expire in fiscal 2011, 420 thousand optiexgire in fiscal 2012, 1,348 thousand options expi fiscal
2013, 2,237 thousand options expire in fiscal 2@, 50 thousand options expire in fiscal 2015.
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Details of the share options exercisable at Dece®ibe2009 are as follows:

14.

15.

16.

Common Shares
Weighted Average

(thousands of shares) Number Exercise Price
95 $ 11.56

10 9.08

25 4.50
245 2.44
175 1.05
273 0.88
517 1.04
50 5.02
545 1.01
1,935 $ 1.89

Revolving and Term Debt

During the fourth quarter of fiscal 2008, Grandel@aCoal completed a financing agreement with Bfietukfor
a $17,500 three year floating rate senior secuoedertible debenture and a secured revolving cfeditity for
an amount up to $20,000, subject to a borrowing lwadculation. The proceeds from the convertibleedéure
were used to fully repay the Corporation’s pre-gxgs term facility with Brookfield ($10,000) and sxxciated
fees. The balance of the proceeds from the comertiebenture as well as proceeds from the revplfanility
were used for general corporate purposes.

Pursuant to the terms of the convertible debentBreokfield converted $17,500 into 9,589 thousandhmon
shares during fiscal 2009, including $7,650 (4,ff8usand common shares) during the first quartdr&n850
(5,397 thousand common shares) during the secoadeguin addition, net repayments of $5,000 weaglenon
the revolving facility during the first quarter &cal 2009 bringing the balance to nil. Interesp@nse on the
revolving and term debt was $486 during the firgarger of fiscal 2009. The revolving credit fagilitvith
Brookfield expired on April 1, 2009.

Capital Management

Grande Cache Coal’s objective is to maintain atahptructure that will sustain ongoing operatioakow for
capital expansion and provide returns to shareh®ldehe capital structure, as disclosed on thenbalaheet,
consists of cash and cash equivalents, capitat$emsd shareholders’ equity. The Corporation adsoam unused
operating credit facility of up to $25,000 and #i#lity to enter into foreign exchange hedging agements.

As part of capital management, the Corporation gnep an annual capital expenditures budget andfroay
time to time issue new equity or debt in orderitarfice capital expenditures. The Corporation hasledared or
paid any dividends on its outstanding common shangsany decision to pay dividends in the futuraildde
based on the financial condition of the Corporatibhe Corporation may elect to adjust its capitalicture
through the purchase of shares for cancellatissyaisce of new shares, issuance of new debt, refimgof
existing debt or by acquiring or disposing of asset

For the operating credit facility, the Corporatisrsubject to certain borrowing covenants thatraoaitored on a
monthly basis when monies are drawn on such facilit

Financial Instruments

Grande Cache Coal’s financial instruments includshc and cash equivalents, restricted cash, accounts
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receivable, accounts payable and accrued lialsiliind an operating credit facility. The fair valokthese
financial instruments approximates their carryingoants on the balance sheet due to the short petmd
maturity and the terms of the financial instruments

The Corporation’s financial instruments have bdassified as follows:

Financial instrument Classification

Cash and cash equivalents Held-for-trading
Restricted cash Held-to-maturity
Accounts receivable Loans and receivables
Accounts payable and accrued liabilities Other financial liabilities
Operating credit facility Other financial liabiks

The Corporation’s financial instruments are exposedertain risks, including credit risk, liquiditysk and
market risk.

Credit Risk

Grande Cache Coal carries a balance of cash ahdegasvalents as disclosed on the balance sh&xdamber
31, 2009. The Corporation invests conservativebpgion of its cash in short-term, low risk termpdsits with
credit worthy financial institutions. The remainddithe cash balance is held with major finanaiatitutions and
is available for immediate use.

The Corporation has a balance of restricted casHisdosed on the balance sheet at December 319. 200
Restricted cash is held with major financial ingtiins for the purpose of securing letters of dradd is invested

in short-term guaranteed investment certificatdse Torporation is exposed to credit risk in thengvbat the
financial institutions were to redeem the letteccoddit to the beneficiary. The Corporation conssdéis risk as
low as the majority of the letters of credit haweeb provided to the Alberta Government for secuntgover
future anticipated costs of reclamation.

Grande Cache Coal is exposed to credit risk iretrent that it does not receive payment of accowausivable.
The maximum credit risk exposure is equal to theygag amount of accounts receivable as disclosedhe
balance sheet at December 31, 2009. The Corporgfpically sells its product to large steel com@asnwith
high credit ratings. The Corporation does not abaisthe accounts receivable to be impaired or ghaest

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

Liquidity Risk

The Corporation is exposed to liquidity risk in t&eent that it would be unable to meet obligatiassociated
with financial liabilities. The Corporation has 23000 operating credit facility that it can utdifor working
capital purposes. The balance owing on the opegratiedit facility at December 31, 2009 was nil, levar
availability on the facility was reduced by apprositely $6,432 due to the Corporation entering fioi@ign
exchange forward contracts. At December 31, 20@9,Gorporation had contractual obligations withnested
future minimum undiscounted amounts payable duelsvs:
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17.

Less than 1 2-3 4-5 After
(thousands of Canadian dollars) year years years 5 years
Accounts payable and accrued liabilities 16,375 - - -
Leases 9,659 19,459 17,013 659
Purchase obligations 23,397 - - -
49,431 19,459 17,013 659

Market Risk

The Corporation is exposed to market risk due teotflations in foreign currency exchange rates aterest
rates.

Foreign currency exchange rates

The majority of the Corporation’s sales are denatad in US dollars. As such, trade accounts rebt@vare
exposed to changes in the US/Canadian dollar egeheaate. Based on the US dollar denominated trecieuats
receivable balance at December 31, 2009, eachatxi US$0.01 relative to the Canadian dollar diddve
resulted in a decrease of $75, which would have lbearged to income in the current period.

The Corporation has US dollar denominated cap&abé obligations. At December 31, 2009, the oulgign
commitment on the capital lease obligations was33S¥1. Significant fluctuations in the US/Canadiknilar

exchange rate could materially impact the Canadi@lar value of the capital lease payments. Thep@aition

entered into this liability in US currency to prdeia natural hedge against foreign exchange rattufitions on
the trade accounts receivable.

The Corporation entered into a series of foreigohenge forward contracts to sell a total of US$@8,at an
average rate of Canadian dollars 1.157 to the Ulardand a total of US$48,000 at an average rat€asfadian
dollars 1.065 to the US dollar. At December 31,200S$68,000 of the foreign exchange forward catsravere
outstanding, all of which will mature by Septemt#810. The Corporation recorded an unrealized fareig
exchange loss of $266 during the third quarter amdinrealized foreign exchange gain of $2,739 Herfiscal
year to date, relating to these foreign exchangsdnl contracts.

The Corporation entered into a US dollar purchasamitment for mining equipment. At December 31, 200
US$19,196 remained owing on this commitment. Sigaift fluctuations in the US/Canadian dollar exa®n
rate could materially impact the Canadian dolldueaf this commitment.

Interest rates
Interest accrues on the Corporation’s operatingitfacility at a rate equal to the prime lendirager or a US

dollar base rate plus 1.00 percent per annum, ledézlidaily. The Corporation did not have a balamméng on
the operating credit facility at December 31, 2009.

Subsequent Events

Subsequent to December 31, 2009, the Corporatiale payments of US$5,048 towards purchase commigment
on a new P&H Electric Mining Shovel and a new P&lddEric Blasthole Drill.
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