Grande Cache Coal Corporation
Management’'s Discussion & Analysis

This Management’s Discussion and Analysis ("MD&#ABHould be read in conjunction with the audited otidated
financial statements and notes thereto of Grandd&€&oal Corporation ("Grande Cache Coal" or therpGration")
for the year ended March 31, 2010. The consolidéitehcial statements have been prepared in aceoedaith
Canadian generally accepted accounting principlesis discussion provides management's analysis hef t
Corporation's historical financial and operatingulées and provides estimates of the Corporatiasileré financial and
operating performance based on information curyeatlailable. Actual results will vary from estimatand the
variances may be significant. Readers should berexthat historical results are not necessarilycatitve of future
performance. All references are to Canadian dollatsss otherwise indicated.

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

In the interest of providing Grande Cache Coalarafiolders and potential investors with informatiegarding
Grande Cache Coal, including management's assessi&nande Cache Coal's future plans and opemsgtioertain
statements in this MD&A are “"forward-looking statems” within the meaning of applicable Canadianugges

legislation. In some cases, forward-looking statetmean be identified by terminology such as "apéte", "believe”,
"continue”, "could", "estimate", "expect”, "fore¢gs'intend", "may", "objective”, "ongoing", "outtik", "potential”,
"project”, "plan”, "should", "target", "would", "Wf or similar words suggesting future outcomes,emg or
performance. The forward-looking statements coethiim this MD&A speak only as of the date of thezdment and

are expressly qualified by this cautionary statetmen

Specifically, this MD&A contains forward-looking atements relating taanticipated sales volumes of metallurgical
coal in fiscal 2011; management of coal productioriscal 2011; future development activities amdhted capital
expenditures; the capital expenditure programifmal 2011; and funding sources for the capitabexiture program.

These forward-looking statements are based oniediy assumptions regarding, among other thingsmaterial

disruption in production; no material variationdnticipated coal sales volumes; no material vanatin markets and
pricing of metallurgical coal other than anticiphigriations; continued availability of and no nratkedisruption in rail

service and port facilities; no material delayshe current timing for completion of ongoing prdagdinancing will be

available on terms favourable to the Corporation; material variation in historical coal purchasipractices of
customers; coal sales contracts will be entereawith new customers; parties execute and delivatracts currently
under negotiation; and no material variations i ¢hirrent regulatory environment. The reader igicaed that such
assumptions, although considered reasonable bydér&ache Coal at the time of preparation, may pitovbe

incorrect.

Actual results achieved during the forecast pemall vary from the information provided herein asresult of
numerous known and unknown risks and uncertaimties other factors. Such factors include, but arelimited to:
changes in general economic, market and businesbtioms; uncertainties associated with estimathregquantity and
quality of coal reserves and resources; commoditep, currency exchange rates, the availabilitgretlit facilities for
capital expenditure requirements, debt serviceirements; dependence on a single rail system; dsattglegislation;
liabilities inherent in coal mine development amdduction; competition for, among other things, it@pacquisitions
of reserves, undeveloped lands and skilled per$pgaelogical, mining and processing technical peots; ability to
obtain required mine licenses, mine permits andilegégry approvals required to proceed with minint acoal
processing operations; ability to comply with catrand future environmental and other laws; actimngovernmental
or regulatory authorities including increasing tsueed changes in other regulations; and the ocweref unexpected
events involved in coal mine development and pridngand other factors, many of which are beydm ¢ontrol of
Grande Cache Coal. Many of these risk factors amcentiainties are discussed in Grande Cache Coalfsiad
Information Form, Grande Cache Coal's MD&A, andestldlocuments Grande Cache Coal files with the danad
securities regulatory authorities.

There is no representation by Grande Cache Coaathaal results achieved during the forecast geriil be the same
in whole or in part as those forecast and Grandeh€&oal does not undertake any obligation to wpgablicly or to
revise any of the included forward-looking statetsgerwhether as a result of new information, futesents or
otherwise, except as may be required by applicsdterities law.
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Readers of this Management's Discussion and Arsabtsbuld refer to the section entitled "Risk Faton Grande
Cache Coal's Management's Discussion and Analyslsfemnual Information Form for factors which coyddtentially
impact the Corporation's financial performance amdbility to meet its targets.

Financial Overview

As at As at As at
March 31 March 31 March 31
($ millions) 2010 2009 2008
Balance Sheet
Cash and cash equivalents 87.4 68.0 4.2
Total assets 337.7 259.2 123.5
Long-term liabilities 54.4 16.7 21.5
Shareholders’ equity 250.8 228.4 83.6
($ millions, except per share, for the years ended March 31) 2010 2009 2008
Statement of Net Income (Loss) and Comprehensive
Income (Loss)
Revenue 232.5 248.6 146.6
Cost of sales 176.9 126.0 141.3
Income (loss) from operations 26.7 106.3 (12.0)
Net income (loss) and comprehensive income (loss) 20.1 106.2 (15.5)
Basic net income (loss) per share 0.21 1.18 (0.24)
Diluted net income (loss) per share 0.20 1.15 (0.24)
(millions of tonnes, except per tonne amounts) 2010 2009 2008
Statistics
Clean coal production 1.74 1.31 1.42
Coal sales 1.77 1.06 1.65
Average sales price (US$/tonne) 125 210 86
Average sales price ($/tonne) 132 234 89
Average cost product sold ($/tonne) 72 85 59
Average distribution costs ($/tonne) 28 34 27
Average cost of sales ($/tonne) 100 119 86
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Fiscal 2010 Compared with Fiscal 2009

Net income was $20.1 million, or $0.21 per basiaren($0.20 per diluted share), during fiscal 20&thgared to net
income of $106.2 million, or $1.18 per basic shg#&.15 per diluted share) in fiscal 2009. The aurngear’s net
income was significantly reduced due to lower nietgical coal prices for the coal year commencingriAl, 2009.

However, the impact of lower pricing was mitigatedmewhat by a significant increase in sales voluames a

considerable reduction in operating costs. Incoromfoperations was $26.7 million in the currentryezrsus $106.3
million in fiscal 2009.

Revenue

The Corporation’s fiscal 2010 revenue was $232.Biani compared to $248.6 million in the prior yedrhe 6%
decrease is primarily a result of lower sales gricdfset to a large extent by significantly higkafes volumes.

Fiscal 2010 sales volumes were 1.77 million tonae67% increase from 1.06 million tonnes sold & giior fiscal
year. The increase in sales was driven by a regdmdhe global economy which led to an increassté@el production,
and consequently an increase in the demand forllovgiaal coal. Sales to new customers in Chinaocaoted for
virtually all of the increase in sales volume dgrthe year. Overall, there was also a moderateaserin demand from
traditional Asian customers following a slow stéot the year. Due to the large volume of sales i@tona the
Corporation’s sales by geographic region shifted touch higher proportion in Asia.

Sales Volumes 2010 2009 2008
Coal sales (millions of tonnes) 1.77 1.06 1.65
Sales by Geographic Region (%)
Asia 81 42 53
Europe 5 32 38
North America 14 26 9

The average sales price for metallurgical coal W8$125 per tonne during fiscal 2010, down 40% ftd8%$210 per
tonne last fiscal year. The decrease was primaeilgted to lower contract price settlements in¢heent coal year,
which commenced on April 1, 2009. In the prior cgahr prices were settled at record high levels usupply
constraints and a robust economy, however the esprsbowed dramatically mid way through the yearuadg the
demand for metallurgical coal. This slowdown resdilin significantly reduced pricing for fiscal 20%8les as contract
negotiations took place during the period when daifar metallurgical coal was lower. The averagdized price in
both the current and previous fiscal years conthaportion of carryover tonnage from the precediegrs.

The average Canadian dollar sales price for megadial coal was $137 per tonne compared to $234quere in fiscal

2009. The average exchange rate for converting tllard (USD) into Canadian dollars was slightly &win the

current year, having a marginally negative impacttee Corporation’s revenue. Thermal coal saleschvhccounted
for 6% of fiscal 2010 sales volumes, realized agrage price of $51 per tonne bringing the Corporegiaverage total
sales price to $132 per tonne.

Sales Prices 2010 2009 2008
Average metallurgical coal sales price (US$/tonne) 125 210 86
Average exchange rate (1 USD = Canadian) 1.09 1.11 1.03
Average metallurgical coal sales price ($/tonne) 137 234 89
Average thermal coal sales price ($/tonne) 51 - -
Average total sales price ($/tonne) 132 234 89
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Cost of Sales

The cost of sales was $176.9 million ($100 per &dnwersus $126.0 million ($119 per tonne) in thempyear. The cost
of sales consisted of cost of product sold of $22iillion ($72 per tonne) and distribution costssdd.7 million ($28
per tonne). In the prior period, cost of produdtdseas $90.4 million ($85 per tonne) and the disttion costs were
$35.6 million ($34 per tonne).

The Corporation’s fiscal 2010 unit cost of prodseltd decreased 16% from fiscal 2009. The improvemeas partially
related to higher sales volumes due to the fixedd component included in operating costs. Thereaiss a reduction
of costs incurred on external contractor serviegpjipment maintenance and diesel fuel. Improvediymtivities

throughout various areas of the operations furtbetributed to a lower unit cost of product sold.

The unit cost of distribution in fiscal 2010 was¥d 8ower than the comparable year. The main reafwrthe decrease
in unit cost were attributed to a lower proportimihshipments to eastern Canada, which carry highiérates than
shipments to the west coast, and a reduction éffueharges included in the rail rates.

Other Operating Expenses

General and administrative expenses during fisga02vere $10.0 million, up from $7.1 million in tpeor fiscal year.
Included in these expenses were head office admatiiee and marketing charges of $7.7 million @s2009 - $6.1
million), non-cash charges for stock-based compemsaf $1.3 million (fiscal 2009 - $1.0 million)d a $1.0 million
donation to the town of Grande Cache to redevéieddcal recreation centre.

Depreciation, depletion and accretion expensehencurrent year were $19.0 million, compared ta3$illion in
fiscal 2009. The increase was largely caused byatidition of capital assets, particularly in theface mine. Also
contributing to the increase in fiscal 2010 washhkigcoal production and a reduction of depreciadod depletion
costs included in coal inventory.

Other Income (Expenses)

The Corporation had a foreign exchange loss of §0lifon during the current fiscal year comparedatgain of $12.5
million in fiscal 2009. Last year’s foreign exchangain was the result of a significant weakeninghef Canadian
dollar against the US dollar.

The Corporation recorded an unrealized foreign argk gain of $3.0 million (fiscal 2009 - $nil) inet current fiscal
year relating to foreign exchange forward contracts

Interest and other income was $0.5 million in fis2@10, down from $1.3 million in the prior yeantérest and other
income consists primarily of interest earned ofrieted cash, interest earned on short term investsand access fees
charged for the use of roads and bridges belorngitige Corporation.

Interest and other expenses were $1.0 million énctirrent fiscal year (fiscal 2009 - $0.6 milliar)d mainly related to
interest charges on capital leases.

Taxes

Fiscal 2010 tax expenses were $8.5 million comptrekl 3.3 million in fiscal 2009. Taxes were corspd of a current
tax expense of $1.8 million for provincial Crowryadties as well as a future income tax expensesof illion. In the
prior fiscal year, taxes were comprised of a curtax expense of $2.1 million for provincial Crowoyalties as well as
a future income tax expense of $11.2 million.
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Liquidity and Capital Resources

The Corporation had cash and cash equivalents D#3$8illion at March 31, 2010, an increase of $1®illion from
March 31, 2009. In fiscal 2009 the Corporation’stcaosition increased $63.8 million.

Operating activities during fiscal 2010 generatadhcof $73.7 million, compared to $86.0 millionfiscal 2009. The
decrease in cash generation in the current yeameatdy due to a decrease in net income resultiognfa decrease in
the price of coal, offset by an increase in de@tém and depletion expense and non-cash workipijata

Financing activities resulted in a cash increas$38 million during fiscal 2010. In the third qten, the Corporation
entered into a sale leaseback agreement for archiieaX5500 hydraulic excavator, that was purchadedng the
second quarter of fiscal 2010, resulting in cagbceeds of $10.7 million. Payments towards capgaté obligations
were $8.4 million during the fiscal year and casbcpeds of $1.0 million were received from the ebser of stock
options. In fiscal 2009, warrants were exercisedcish proceeds of $17.4 million and common shat®ms were
exercised for cash proceeds of $3.0 million. ThepOmtion also made net repayments of $5.0 miliawards a
revolving debt facility, which expired on April 2009, bringing the balance to nil.

In March 2010, the Corporation amended its agre¢mith HSBC Bank Canada to provide the Corporatidth an
operating credit facility up to $28 million and thbility to enter into foreign exchange forward tants. At March 31,
2010, the balance on the operating credit faciis nil and US$53 million of foreign exchange fordvaontracts were
outstanding. (See also Note 20 - Subsequent Events)

Investing activities led to a cash decrease of Z5dllion in fiscal 2010, compared to $45.1 milliamthe prior fiscal
year. Capital additions totaled $47.3 million comgghto $45.2 million in fiscal 2009. Buildings armdjuipment
additions accounted for $35.3 million (fiscal 200%$36.9 million) and included a new Hitachi EX5508@draulic

excavator at a cost of $11.0 million. Mineral prdjes development during the year totaled $12.Gonil(fiscal 2009 -
$8.3 million) and was primarily for the developmeaftthe No. 8 pit ($8.9 million). The Corporatiofs@ had an
increase in restricted cash of $5.1 million (fis2@D9 - $1.9 million) in the form of letters of ditas it provided an
additional $3.6 million to the Alberta Governmeat $ecurity to cover anticipated costs of reclaoratind $1.5 million
to a service provider.

During the current year, the Corporation acquiradimy equipment at a cost of $47.2 million througgpital lease
arrangements, which included a fleet of eight K@aua&C 830E haul trucks.

The Corporation believes that its existing caslshciow from operations and the operating credlity will be
sufficient to fund ongoing working capital requirents. The Corporation expects that capital expereftwill be
funded by existing cash, cash flow from operatiand equipment leases.

Grande Cache Coal expects that coal inventory aadl groduction will be sufficient to meet customeguirements
during fiscal 2010. At March 31, 2010, the Corpmrathad $28.0 million in coal inventory, compared$44.3 million
at the end of the previous fiscal year.

The Corporation did not have any off-balance sHawtncing structures in place at March 31, 2010nd.derm
liabilities of the Corporation include asset ratient obligations with a present value of $8.8 wmili capital lease
obligation of $27.5 million and future income taaHilities of $18.1 million. Grande Cache Coal'seisretirement
obligations are covered by letters of credit toigli$11.8 million provided to the Alberta Governmewhich are
presently secured by restricted cash.

In order to ensure the continued availability ofdaccess to, facilities and services to meet ¢ipas requirements,
the Corporation has entered into multi-year agreeséor the lease of coal properties, light velsclequipment,
buildings and office space.

The Corporation entered into various purchase camemts for mining equipment. At March 31, 2010, agmng
payments owing on the mining equipment totalled .$3@illion, which included USD commitments of US$28
million.
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Under contracts existing at March 31, 2010, futoni@eimum undiscounted amounts payable under thesseagnts
were:

($ millions) Payments Due by Period

Less than 1-3 4-5 After
Contractual Obligations Total 1 year years years 5 years
Operating Leases 3.9 0.8 1.4 1.2 0.5
Capital Leases 39.5 8.7 17.4 13.4 -
Purchase Obligations 36.4 36.4 - - -
Total Contractual Obligations 79.8 45.9 18.8 14.6 50

Fiscal 2009 Compared with Fiscal 2008

Net income in fiscal 2009 was $106.2 million, or B per basic share ($1.15 per diluted share), eoeapto a net loss
of $15.5 million, or $0.24 per basic and dilutedrsh in fiscal 2008. Income from operations was6s3dnillion in
fiscal 2009 versus a loss from operations of $h@llon in the comparable period.

Net income in the fiscal 2009 was significantly eg than fiscal 2008 as coal prices for the coafr y®mmencing
April 1, 2008 were settled at record high level® da supply constraints and a robust economy. Heweue to

production issues during the first part of fisc@092, the Corporation had lower than expected ctet production

which led to lower than planned sales volumes. &etidn improved as the fiscal year progressed hewehie

economy slowed dramatically during the third quaded lower sales volumes forced the Corporatiorreuce

production. Despite the lower sales volumes, thesgarice remained high due to the contractualeagests that were
in place for the coal year. The strength of thenecay during the first portion of fiscal 2009 ledhigher costs for the
Corporation as there were significant increasasiimng input costs. Certain mining costs stabilizedubsided late in
the fiscal year and some productivity improvemewtse achieved.

Fiscal 2009 sales volumes were 1.06 million tonae36% decrease from 1.65 million tonnes soldsodi 2008. The
decline in sales volume was primarily caused bioewdown in the global economy during the lattertparthe fiscal
year which caused a decrease in the demand fdy atebsubsequently a reduced demand for metatiairgbal. Also
contributing to the lower sales volumes was lovim@ntplanned production during the first part of fiseal year due to
an extended period of development in the undergronime and issues with the deployment of peopleeapipment in
the surface mine. The lower than planned produatisulted in a decrease in sales during this peasgothere was a
temporary shortage of available coal.

The average sales price achieved in fiscal 2009W&&210 per tonne representing a 144% increase WS8B6 per
tonne in fiscal 2008. The increase in price wasnprily due to higher contractual sales prices fur toal year
commencing April 1, 2008. At the time of negotiaiso the global economy was strong and there waghademand for
steel and subsequently metallurgical coal. At Brmaestime, there were concerns about the supplyetdliargical coal
as other coal producers around the world encouhtereduction issues primarily caused by floodingAumstralia. In
fiscal 2009, the stronger US dollar (USD) in redatio the Canadian dollar had a positive impacthenCorporation’s
financial results. On average, US$1 equaled Cdri$ih fiscal year 2009 compared to fiscal 2008 dyrivhich US$1
equaled Cdn$1.03. The average Canadian salesforitkSD denominated sales was $234 per tonne i® 206hpared
to $89 per tonne in the comparable period.

Revenue in fiscal 2009 increased 70% to $248.Ganil{fiscal 2008 - $146.6 million). The increaser@venue was
predominantly a result of higher USD sales pricearginally aided by the stronger USD, partiallysetfby lower sales
volumes.

In fiscal 2009, cost of sales were $126.0 milli®i19 per tonne), versus $141.3 million ($86 pen&)rin the prior
year. The cost of sales consisted of cost of proseid of $90.4 million ($85 per tonne) and digttibn costs of $35.6
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million ($34 per tonne). In fiscal 2008, cost obduct sold was $96.2 million ($59 per tonne) areldfstribution costs
were $45.1 million ($27 per tonne). The increaséhi unit cost of product sold in fiscal 2009 waesult of lower
sales volumes combined with lower productivityhie underground mine, a lower plant yield and adiglurface mine
strip ratio. In addition, mining costs were consatdy higher during fiscal 2009. The increase istrithution costs in
fiscal 2009 was primarily caused by the inclusidrfuzl surcharges in the rail rates due to highesel fuel prices.
Additionally, there were a higher proportion of mhients to eastern Canada, which carry higher edésrthan
shipments to the west coast.

General and administrative expenses during fisé@92were $7.1 million, down from $7.2 million inséal 2008.
Included in these expenses were head office adimatiiee and marketing charges of $6.1 million @#s2008 - $5.6
million) and non-cash charges for stock-based corsg#on of $1.0 million (fiscal 2008 - $1.6 millipn

Depreciation, depletion and accretion expensedigoal 2009 were $9.3 million, compared to $10.1liom in fiscal
2008. The decrease was a result of lower coal ptamulevels, as well as the change in the valudegireciation and
depletion included in inventory, offset by the agidi of productive capital assets.

The Corporation recorded a foreign exchange gaBil@t5 million in fiscal 2009 due to a significamtakening of the
Canadian dollar against the US dollar. In fiscdd@Qhere was a foreign exchange loss of $1.9anillis the Canadian
dollar strengthened in relation to the US dollar.

The Corporation’s interest and other income indis2009 was $1.3 million versus $1.1 million incéié 2008 and

consisted primarily of interest earned on restdctash, interest earned on short term investmerdsaacess fees
charged for the use of roads belonging to the Gatfm. Interest and other expenses were $0.6cmilh fiscal 2009,

down from $1.7 million in fiscal 2008 due to a retlan of interest being paid on the revolving aodd term debt.

The Corporation incurred tax expenses of $13.3ionilHuring fiscal 2009, compared to $1.0 millionfiscal 2008.
Taxes were comprised of a current tax expense .df #llion for provincial Crown royalties as wek @ future income
tax expense of $11.2 million. In fiscal 2008 ther@wation did not incur any income taxes as it was profitable,
therefore the entire tax expense related to praalir@rown royalties, which was comparably lower daethe lower
sales price during the year.

Fiscal 2010 Fourth Quarter

Three months ended

March 31
($ millions, except per share amounts) 2010 2009
Statement of Net Income and Comprehensive Income
Revenue 50.7 38.7
Cost of sales 40.7 10.2
Income from operations 1.0 245
Net income and comprehensive income 1.4 18.9
Basic and diluted net income per share 0.01 0.20
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Three months ended

March 31
(millions of tonnes, except per tonne amounts) 2010 2009
Statistics
Clean coal production (tonnes) 0.54 0.26
Coal sales (tonnes) 0.43 0.11
Average sales price (US$/tonne) 120 292
Average sales price ($/tonne) 118 364
Average cost of product sold ($/tonne) 66 72
Average distribution cost ($/tonne) 28 24
Average cost of sales ($/tonne) 94 96

Grande Cache Coal earned net income of $1.4 milliering the fourth quarter compared to net incorh&18.9
million in the same period last fiscal year. Incofmem operations was $1.0 million during the quartdown from
$24.5 million in the fourth quarter last fiscal yea

Coal sold during the three months ended March 8102vas 0.43 million tonnes at an average prickldB per tonne,
generating revenue of $50.8 million. In the fougtharter of fiscal 2009 the Corporation sold 0.11liom tonnes of coal

at an average price of $364 per tonne generativentee of $38.7 million. Despite the significantwetlon in the price

of coal, fourth quarter revenue was 31% higher thanfiscal year because of the 0.32 million tomw@ease in sales
volume. Sales volumes in the fourth quarter ofdis2009 were low due to the downturn in the glaakkets which

led to a decrease in the demand for steel anduftingsdecrease in the demand for metallurgical.coa

Fourth quarter cost of sales were $94 per tonnendmm $96 per tonne in the same period of fi209. Included in
the cost of sales was cost of product sold of &§6gnne (fiscal 2009 - $72 per tonne) and distripucosts of $28 per
tonne (fiscal 2009 - $24 per tonne). The cost @idpct sold decreased largely due to an increasales volumes,
higher productivity and an increase in the plamldsi Distribution costs were lower in the fourthager of 2009
primarily because previously accrued demurragegesawere settled at lesser amounts.

Depreciation, depletion and accretion expenses §@:® million in the fourth quarter, compared taGtillion in the
same period last year. The increase was primaailised by higher coal production in the current guail here were
also additional capital assets, primarily in thefaee mine, and a revision to the remaining usafcértain fixed assets,
which accelerated the depreciation expenses.

Summary of Quarterly Results

(millions, except per unit amounts) 2010 Q4 Q3 Q2 Q1
Clean coal production (tonnes) 1.74 0.54 0.42 0.43 0.34
Coal sales (tonnes) 1.77 0.43 0.47 0.36 0.51
Average sales price (US$/tonne) 125 120 131 120 129
Average sales price ($/tonne) 132 118 134 124 147
Average cost of sales ($/tonne) 100 94 106 84 111
Revenue ($) 2325 50.7 62.4 44.8 74.6
Income from operations ($) 26.7 1.0 5.5 9.5 10.7
Net income ($) 20.1 1.4 4.3 9.3 5.1
Basic net income per share ($) 0.21 0.01 0.04 0.10 0.05
Diluted net income per share ($) 0.20 0.01 0.04 90.0 0.05
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(millions, except per unit amounts) 2009 Q4 Q3 Q2 Q1
Clean coal production (tonnes) 1.31 0.26 0.35 0.43 0.27
Coal sales (tonnes) 1.06 0.11 0.36 0.34 0.25
Average sales price (US$/tonne) 210 292 213 214 165
Average sales price ($/tonne) 234 364 254 223 166
Average cost of sales ($/tonne) 119 96 128 104 135
Revenue ($) 248.6 38.7 91.9 76.6 41.4
Income from operations ($) 106.3 245 41.3 36.4 4.1
Net income ($) 106.2 18.9 36.8 47.1 3.4
Basic net income per share ($) 1.18 0.20 0.38 0.52 0.04
Diluted net income per share ($) 1.15 0.20 0.38 105 0.04

Net income in fiscal 2009 was significantly highttian the current fiscal year as coal prices for ¢bal year
commencing April 1, 2008 were settled at recorchHayels due to supply constraints and a robush@ny. Due to
production issues during the first part of fisc@0DQ, the Corporation had lower than expected cterat production
which led to lower than planned sales volumes anbequently a higher cost of sales. Production ongxat as fiscal
2009 progressed however the economy slowed draatigtauring the third quarter and lower sales vohgnforced the
Corporation to reduce production. Because of tlanemic downturn, prices for the coal year commegadipril 1,
2009 were settled at much lower levels than thecqating coal year. Demand for metallurgical coaloweced
dramatically during the first quarter of fiscal ZDallowing the Corporation to record its highesaderly sales volumes
to date during that period. Metallurgical coal salemained strong throughout fiscal 2010 due tigmif&cant increase
in demand from China, as well as a recovery froaditional customers. Despite the increase in demarides
remained lower than the fiscal 2009 because oftireial contract settlements that were in place.aMeeage cost of
sales was lower than fiscal 2009 due in part thdrigales volumes as well as a reduction in catrasage and lower
mining input costs.

Outlook

Metallurgical Coal Markets

The Corporation anticipates sales volumes of 22 2amillion tonnes in fiscal 2011, the majoritywhich has already
been contracted. For fiscal 2011, a significantiporof the annual sales volumes will be contradmdsale under
quarterly pricing arrangements as opposed to tmitional coal year pricing. This change to shotégm pricing is
consistent with other metallurgical coal suppliensl will create quarterly negotiations to estabtishtract sales prices.
Contract price settlements for the first quartefissfal 2011 are approximately US$195 per tonneydwer, the average
selling price of metallurgical coal for the firstarter of fiscal 2011 is expected to be US$150 $$160 per tonne due
to the shipment of lower priced carryover tonnagerdy April.

Negotiations are currently ongoing with customerssiecond quarter 2011 pricing. Benchmark priciag been settled
at US$225 per tonne and the Corporation expedshve prices in line with the benchmark settleimen

Operations

Grande Cache Coal has announced plans to furtberaigse annual production to 3.5 million tonneshgyend of fiscal
2013. The Corporation is currently developing the 8 pit surface operations and is progressinglitemsing and
permitting process for two additional mining areas.

While it is expected that the average cost of sadfisvary from quarter to quarter, the averagetaufssales for fiscal
2011 is anticipated to be approximately $100 peméo The Corporation continues to focus on prodlifgti
improvements and cost control measures throughmitoperations while expanding production. An egialaof

mining input costs or lower than expected productavels would have a negative impact on the grdieid cost of
sales.



Grande Cache Coal Corporation
Management's Discussion & Analysis

Capital Expenditures

The Corporation anticipates capital expendituresggroximately $225 million over the three yeariggrending in
fiscal 2013, with an estimated $165 million of thapital being spent in fiscal 2011. The capit@rgpng will include:

. New surface mine equipment for the No. 8 pit abat ©f approximately $46 million, including a P&H@0
electric shovel, a P&H 320 electric drill, a P&H®XP diesel hydraulic drill and a fleet of six Kotsa 830E
haul trucks.

. Development and infrastructure costs of approxiipe®63 million. This includes approximately $27 hah for

road construction, pre-stripping and developmerthefNo. 8 pit, as well as approximately $36 millimr the

initial cost of a new maintenance facility and alomonveyor system.

Capital expenditures are expected to be fundedxistieg cash balances, cash flow from operatiorss @eguipment
leases. Grande Cache Coal has received commitrtefitance US$45 million of new equipment througB dollar

denominated capital leases and is currently irptbeess of finalizing these agreements.

Other Information

The Corporation has not entered into any off-batasiteet arrangements at this time. Looking forwargort trade

credit insurance may be used to support accoucgsvable.

As at June 8, 2010, there were 96,975,206 commarestissued and outstanding, and the followingesbptions were

also outstanding:

Number Number Exercise
Share Options Outstanding Granted Vested Price Expiry Date
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
25,000 25,000 $1.05 November 16, 2011
201,668 201,668 $0.88 May 23, 2012
950,005 950,005 $1.04 January 8, 2013
150,000 49,998 $5.02 August 20, 2013
1,626,736 336,729 $1.01 November 12, 2013
100,000 33,333 $0.88 January 10, 2014
83,334 - $0.77 February 10, 2014
50,000 - $3.57 August 18, 2014
125,000 - $5.95 February 10, 2015
Total 3,716,743 2,001,733

Subsequent Events

Subsequent to March 31, 2010, the following eventsirred.

The Corporation entered into foreign exchange fodveantracts to sell US$48 million at an exchargge of Canadian

dollars 1.0494 to the US dollar over the periodabet 2010 to March 2011.

Payments of US$9.1 million were made towards pwselmmmitments on mining equipment.
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A new five-year collective agreement was ratifiegl @dmployees at the mine site represented by theéetirivine
Workers of America ("UMWA?"). This is the first celttive agreement between the Corporation and th&ldM

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corponéicannual
information form, is available on the CorporatioBEDAR company profile atww.sedar.com

Critical Accounting Estimates

Grande Cache Coal's consolidated financial statésnare prepared in accordance with Canadian géynemedepted

accounting principles and in preparing these stargsnmanagement must make estimates and assumihtadreffect

the reported amounts of assets, liabilities, reesnand expenses. The estimates and assumptiofeleeed to be
reasonable under the circumstances and are bashistorical experience and current conditions. Tise of other

assumptions could result in different estimates actdal results may vary from results based onetles¢imates. As
events occur and additional information is obtajrtbése estimates may be subject to change. EsSnaaé deemed
critical when the Corporation’s financial condition results of operations could be materially intpddyy a change in
estimate. The Corporation’s significant accountpwaicies are discussed in the notes to the coreselit financial

statements. The following is a discussion of thtcal accounting estimates used to determine ithential results of
the Corporation.

Capital Assets, Depletion and Impairment

Mineral properties and development assets inclugerditures to acquire and develop mineral propgidind reserves,
as well as development costs incurred to develop mserves in advance of commercial production. |&&m on
producing properties is calculated on a unit ofdpidion basis using proven and probable reserveleofespective
coal leases.

The determination of coal reserves requires a numbassumptions and estimates, including geoldgiampling and
modeling as well as estimates of future coal prexed future production costs. Estimates of thervesemay change
based on additional information obtained subseqtrihe assessment date. This may include datdnedtdrom
exploration drilling, significant changes in theger of coal and changes in estimates of the coptaduction. Reserve
estimates can have a significant impact on incasehey are a key component in the calculatiorepfetion and asset
impairment. A change in the estimate of reservesddcesult in a change in the rate of depletiomampairment of the
assets.

The Corporation reviews the recoverability of tlssets whenever events or changes in circumstandieste that their
carrying amount may not be recoverable. The tasinfipairment involves a significant number of esttas including

future coal prices, future cost of production, reeeamounts, interest rates and future cost otalgi change in these
estimates could result in an impairment of theteglassets resulting in a write down.

Inventory Valuation

Coal inventory is valued at the lower of averagst@nd net realizable value. Net realizable vatubdsed on the
expected selling price less the costs to get théinto a saleable form and to the selling locatibime determination of
net realizable value requires a number of estimagash as expected selling prices, anticipatedngnof sales,

distribution costs and foreign exchange rates. Ange in these estimates could result in a writerdofvinventory

value with a corresponding charge to cost of prodatd.

Asset Retirement Obligations

The Canadian Institute of Chartered Accountat@GA”) Handbook section 3110 requires recognition ofsset and
a liability for asset retirement obligations detered by estimating the fair value of the obligatatithe balance sheet
date. The total asset retirement obligation, cated using estimates of the timing and amountiad {arty cash flows
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required for restoration, is discounted to its preésvalue using the Corporation’s credit adjusisil-free rate and the
corresponding amount is recognized by increasiegctrrying amount of mineral properties. The cagyamount is
depleted on units of production based on the prareh probable reserves of the coal leases. Thiitljadmount is
increased each reporting period due to the passfaiyme and the amount of accretion is chargedctoetion expense
in the period. Any change in the timing or amouithe cash flows subsequent to initial recognitiesults in a change
in the asset and liability, which then impacts ééph and accretion charges.

Stock-based Compensation

The Corporation uses the fair value method of acting for stock-based compensation related to sbatiens for all
awards granted, modified or settled. Under thishmet compensation cost attributable to all shat@éoong granted is
measured at fair value at the grant date and egpenser the vesting period with a correspondingease to
contributed surplus. The Corporation has not inomafed an estimated forfeiture rate of share opttbat will not vest,
rather, the Corporation accounts for actual foufeis as they occur. In determining the fair valhe, Corporation
makes estimates for expected volatility of the Istas well as an estimated discount rate. Changéisege estimates
could result in the fair value of the stock-basethpensation to be less than or greater than theiatnecorded.

Recent and Upcoming Changes in Accounting Policies

All accounting policies adopted by the Corporatame in accordance with Canadian generally acceptedunting
principles. There were no changes in accountingigslduring the year except as described below.

Mining Exploration Costs

EIC-174 — Mining Exploration Costs, was issued bg Canadian Institute of Chartered Accountah®&A”) on
March 27, 2009 and became applicable to the Cotipaia financial statements issued after that d&kC-174
provides guidance on accounting for capitalizatol impairment of exploration costs related to manproperties.
The impact of applying EIC-174 did not have a matémpact on the consolidated financial statements

Goodwill and Intangible Assets

CICA Handbook section 3064 — Goodwill and Intangidissets, was adopted by the Corporation on Apr2QD9.
Section 3064 replaced section 3062 — Goodwill artle© Intangible Assets, and establishes standasdshie
recognition, measurement, presentation and dis@asugoodwill and intangible assets. At the samme tsection 3064
was adopted, EIC-27 — Revenues and Expendituraagdtite Pre-operating Period, was withdrawn. Theaaot of
adopting these accounting standard changes didaveta material impact on the consolidated findstéements.

Credit Risk and the Fair Value of Financial Assetsand Financial Liabilities

EIC-173 — Credit Risk and the Fair Value of Finahohssets and Financial Liabilities, became applieao the
Corporation on April 1, 2009. EIC-173 provides quide on how to take into account credit risk ofeatity and
counterparty when determining the fair value ofafinial assets and financial liabilities, includinigrivative
instruments. The impact of applying EIC-173 did have a material impact on the consolidated firerstatements.
Financial Instruments — Disclosures

CICA Handbook section 3862 — Financial InstrumenfBisclosures, was amended in June 2009 to incddiional
disclosure requirements about fair value measurewfefinancial instruments and enhanced liquidigkrdisclosures.
The amendments require a three-level hierarchyeierchining the inputs used in making fair value sueaments.
Additional disclosures have been provided in thedeé81, 2010, notes to the consolidated finand&ksents.

Convergence with International Financial Reporting Standards

The Canadian Accounting Standards BodtlicEB’) confirmed that International Financial ReportiGgandards
(“IFRS’) will replace Canadian generally accepted accagngirinciples (GAAP”) in 2011 for publicly accountable
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enterprises. As such, the Corporation will be regfito adopt IFRS for the fiscal year beginning iAfr 2011,
including comparative data from the prior fiscalageThe Corporation’s first filing of IFRS compliafinancial
statements will be the first quarter of fiscal 2¢3@ne 30, 2011).

The Corporation’s conversion approach consisthieafet phases: 1) Diagnostic, 2) Evaluation and Rgwveént and 3)
Implementation. With the assistance of third pativisers, the Corporation completed the diagngstigse, which
identified the key differences between the Corpongt current accounting policies and IFRS andnested the level of
impact on the consolidated financial statementse Torporation made significant progress in the watédn and
development phase including the following:

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

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

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

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

* Prepared draft financial statements that includeéRS presentation and disclosure requirements anducted a
review of these statements with the Audit CommitiEthe Board of Directors;

* Continued assessments of less critical IFRS tiansisues;

e Continued training of key personnel and stakehstder

e Maintained communication with the Corporation’'sepéndent external auditors.

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

» Finalize the development of IFRS accounting podicie

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

» Prepare IFRS compliant interim and annual finarsialements for the fiscal year ended March 311 2idtluding
reconciliation to previously reported GAAP;

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

The full extent of adopting IFRS and the impacttioe Corporation’s financial position and futureulés of operations
is not reliably determinable at this time. The Gogiion will continue to monitor developments ircagnting standards
as issued by the International Accounting Stand&woard and the AcSB which may affect the timingtuna and
disclosure of the Corporation’s adoption of IFR# aill update its plan as necessary.

CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Corporation’s Chief Executive Officer and Chiiéfiancial Officer have designed, or caused to dmgihed under
their supervision, disclosure controls and procesluo provide reasonable assurance that: (i) rahtefiormation
relating to the Corporation is made known to thepBeation’s Chief Executive Officer and Chief Firéad Officer by
others, particularly during the period in which thenual and interim filings are being prepared; @idnformation
required to be disclosed by the Corporation iraitaual filings, interim filings or other report$efil or submitted by it
under securities legislation is recorded, processedimarized and reported within the time periodctjed in
securities legislation. The control framework usedesign the Corporatiginternal control over financial reporting is
the Internal Control — Integrated Framework issbgdhe Committee of Sponsoring Organizations of Theadway
Commission (COSO). The Corporation’s Chief Exeaifficer and Chief Financial Officer have evaldhter caused
to be evaluated under their supervision, the dffeness of the Corporation’s disclosure controld procedures at the
financial year end of the Corporation and have kated that the Corporation’s disclosure controld procedures are
effective at the financial year end of the Corpiarafor the foregoing purposes.
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Internal Control over Financial Reporting

The Corporation’s Chief Executive Officer and Chigfiancial Officer have designed, or caused to ésgthed under
their supervision, internal control over financiaporting to provide reasonable assurance regattimgeliability of
the Corporation’s financial reporting and the pragian of financial statements for external purgose accordance
with the Canadian GAAPSuch officers have evaluated, or caused to be ateduunder their supervision, the
effectiveness of the Corporation’s internal contyeér financial reporting at the financial year esfdhe Corporation
and concluded that the Corporation’s internal adrdwer financial reporting is effective, at thadncial year end of the
Corporation, for the foregoing purpose.

The Corporation is required to disclose herein @mgnge in the Corporation’s internal control ovaafcial reporting
that occurred during the period ended March 310204t has materially affected, or is reasonaliglyi to materially
affect, the Corporation’s internal control overdirial reporting. No material changes in the Caxpon’s internal
control over financial reporting were identifiedrohg such period that has materially affected, rer reasonably likely
to materially affect, the Corporation’s internahtwl over financial reporting.

It should be noted that a control system, includhmg Corporation’s disclosure and internal contesid procedures, no
matter how well conceived, can provide only reabtamabut not absolute, assurance that the objectifehe control
system will be met and it should not be expected tie disclosure and internal controls and proasiwill prevent all
errors or fraud.

RISK FACTORS

An investment in the Corporatitn securities should be considered highly specdatiue to the nature of the
Corporation’s involvement in the exploration fondathe acquisition, development and mining of, abgposits. An
investment in the Corporatitmsecurities involves a high degree of risk andikhonly be made by persons who can
afford the total loss of their investment. An inggsshould consider carefully the risk factors et below. In addition,
investors should carefully review and consideradfier information contained in this managementscdssion and
analysis, the annual consolidated financial statesnand other public disclosures of the Corporatiefore making an
investment decision.

Market Risks

Global Financial Crisis

Recent market events and conditions, includingugigons in the international credit markets andeotfinancial

systems and the deterioration of global economitditions, have caused significant volatility to aoodity prices.

These conditions worsened in 2008 and continu&D@®, causing a loss of confidence in the broadeted States of
America and global credit and financial markets eggiilting in the collapse of, and government irgation in, major
banks, financial institutions and insurers and timgaa climate of greater volatility, less liquigitwidening of credit
spreads, a lack of price transparency, increaseditclosses and tighter credit conditions. Notwdhsling various
actions by governments, concerns about the geweraition of the capital markets, financial instemts, banks,
investment banks, insurers and other financiaitirt&gins caused the broader credit markets to éurtleteriorate and
stock markets to decline substantially. Althougbremic conditions improved toward the latter portof 2009 and
into 2010, these factors have negatively impactadpany valuations and may impact the performandhefglobal

economy going forward.
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Competition

The coal mining industry is competitive in all ighases. Grande Cache Coal competes with numerthgs o
participants in the search for, and the acquisiténcoal properties and in the marketing of caalveell as for the
recruitment and retention of qualified employeed ather personnel. Grande Cache Coal's competiiohsde coal
mining companies that have substantially greatearftial resources, staff and facilities than thok&rande Cache
Coal. Grande Cache Coal's ability to increaservesein the future will depend not only on its #@hito explore and
develop its present properties, but also on itbtpld select, acquire and develop suitable propegior prospects.

Marketability

The marketability of the coal owned by the Corpiorator which may be acquired or discovered by@meporation,
will be affected by numerous factors beyond thetrmbrof the Corporation. These factors include nearfkuctuations,
the proximity and capacity of coal markets and gomeent regulations, including regulations relatingorices, taxes,
royalties, land tenure, land use, importing andoetipg of coal and environmental protection. A camalion of one or
more of these factors may result in the Corporatioireceiving an adequate return on invested aapit

Volatility of Coal Prices

The market price of coal is volatile and is affectey numerous factors that are beyond the Cormoraticontrol.
These include international supply and demand]ebel of consumer product demand, internationaheoac trends,
currency exchange rate fluctuations, the levelntérest rates, the rate of inflation, global orisegl political events
and international events, as well as a range dratiarket forces. Sustained downward movementoah market
prices could render less economic, or unecononomesor all of the coal extraction and/or explonatiand
development activities to be undertaken by the Garipon.

Dependence Upon the Steel Industry

Substantially all of the metallurgical coal thataBde Cache Coal produces is sold to steel producéhe steel
industry's demand for metallurgical coal is affectey a number of factors including the cyclical urat of that
industry's business, technological developmenthénsteel-making process and the availability difssitutes for steel
such as aluminum, composites and plastics. A fatgmit reduction in the demand for steel produotsiiel reduce the
demand for metallurgical coal, which would have atenial adverse effect upon Grande Cache Coal.ilé8iy if less

expensive ingredients could be used in substitutonmetallurgical coal in the integrated steel Inpfocess, the
demand for metallurgical coal would materially d=age, which would also materially adversely affecinde Cache
Coal.

Operational Risks

Exploration, Development and Operating Risks

The exploration for and development of coal depodgilvolves significant risks, which even a combimat of
experience, knowledge and careful evaluation maybeoable to overcome. Few properties that ardoesgh are
ultimately developed into producing mines. These be no guarantee that the estimates of quangitiésjualities of
coal disclosed will be available to extract. Walhmining operations there is uncertainty andrefare, risk associated
with operating parameters and costs resulting fifeerscaling up of extraction methods tested intgitmditions. Coal
exploration is speculative in nature and therelmamo assurance that any coal discovered will réswn increase in
the Corporation's resource base.

Establishment of a coal reserve and developmeataafal mine does not assure a profit on the investror recovery
of costs. In addition, mining hazards or environtaé damage could greatly increase the cost of atjpss, and
various field operating conditions may adversefg@fthe production from a mine. These conditimatude delays in
obtaining governmental approvals or consents, fitseifit transportation capacity or other geologicgotechnical and
mechanical conditions. While diligent mine supsim and effective maintenance operations can iboér to
maximizing production rates over time, productiatays from normal field operating conditions canbeteliminated
and can be expected to adversely affect revenueasidflow levels to varying degrees.

The Corporation's operations are subject to althef hazards and risks normally encountered in ttpdogation,
development and production of coal. These includgsual and unexpected geological formations, falt& seismic
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activity, flooding and other conditions involvedtime extraction of material, any of which couldule$n damage to, or
destruction of, mines and other producing facsitidamage to life or property, environmental damage possible
legal liability. Losses resulting from the occunte of any of these risks could have a materiabesdy effect on the
Corporation's business, financial condition andiltsof operations.

Project Development, Expansion Targets and Operatioal Delays

There can be no assurance that the Corporatiotbevitible to manage effectively the expansion ajgsrations or that
the Corporation's current personnel, systems, gwwes and controls will be adequate to supportGbgporation's
operations. Any failure of management to effedyiveanage the Corporation's growth and developroeuld have a
material adverse effect on the Corporation's bgsingnancial condition and results of operations.

The Corporation's operational targets are subgetté completion of planned operational goals oretand according
to budget, and are dependent on the effective stippthe Corporation's personnel, systems, pro@sdand controls.
Any failure of these may result in delays in thdéiegement of operational targets with a consequeaterial adverse
impact on the business, operations and financidbpaance of the Corporation.

The location of all of the Corporation's currentidties dictate that climatic conditions have ampiact on operations
and, in particular, severe weather could disruptdblivery of supplies, equipment and fuel. Ittigrefore, possible
that exploration and mining activity levels mightdtuate. Unscheduled interruptions in the Corporéd operations
due to mechanical or other failures or industrétions related issues or problems or issues t@hsupply of goods
or services could have a serious impact on thediah performance of those operations.

Dependence on Suppliers of Services and Products

Grande Cache Coal's mine is located more than kil@®etres from seaports and all are serviced bingle rail line,
for which there are no economic alternatives. Addally, all of the Corporation's export sales la&ded through one
port facility, for which there are limited cost eftive alternatives. Accordingly, operations aighly dependent on
both rail and port services. The cost of secuadditional facilities and services of this natumuld significantly
increase transportation and other costs. An impgion of rail or port services, including due tevere weather or
labour disruptions, could significantly limit theo@oration's ability to operate and to the extbat tlternate sources of
transportation of port and rail services are awélait could increase transportation and port £asgnificantly.
Further, the vagaries of the shipping industry doaiffect the Corporation's revenues as a resuttetdys of ocean
vessels and could significantly affect the Corporé$ costs and relative competitiveness agaireststipply of coal
from other markets.

The growth in global mining activities has createdlemand for mining equipment and related supghes until
recently, was in excess of supply. As a resutyrzioperations could be adversely affected if @GeaBache Coal were
to encounter difficulties obtaining equipment, siend other supplies on a timely basis. In theetimt Grande Cache
Coal is unable to secure required mining equipmerd timely basis, expansion activities, productimoeductivity and
costs could be negatively affected.

Currency Risk

The Corporation's revenues from operations arevedan United States dollars while most of its @igg expenses
are incurred in Canadian dollars. Although the ©aaion has taken certain steps to help mitigateigm currency
fluctuations, there is no assurance that the dietsvor products are or will continue to be effeetiAccordingly, the
inability of the Corporation to obtain or to put place effective hedges could materially increasposure to
fluctuations in the value of the Canadian dolldatiee to the US dollar. This could have a matesidverse effect on
the Corporation's business, financial condition aesults of operations. In addition, the relatexechange rate
fluctuation between the Canadian dollar and theenwies of Grande Cache Coal's international coitopgtwill
impact the ability of Grande Cache Coal’s coal jpicid to compete in foreign markets.

Health and Safety

The Corporation's activities are and will continaebe subject to health and safety standards apndations. Failure to
comply with such requirements may result in fined/ar penalties being assessed against the Coigraorat
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Title to Assets

Grande Cache Coal's properties may be subjecttiteeriand claims or government regulations. Althbuitle reviews

may be conducted prior to the purchase of coal gitgs, such reviews do not guarantee or certdy #m unforeseen
defect in the chain of title will not arise to dafeGrande Cache Coal's claim which could resula ireduction or

extinguishment of the revenue received by Grandh€&oal.

Reserve and Resource Estimates

The Corporation's reported coal reserves and ressware only estimates. No assurance can be diaethe estimated
coal reserves and resources will be recoveredairtiiey will be recovered at the rates estimatexhl @eserve and
resource estimates are based on limited samplimd), @nsequently, are uncertain because the samgsnot be

representative. Coal reserve and resource estimatgsequire revision (either up or down) basedaotal production
experience. Market fluctuations in the price oflc@s well as increased production costs or redueedvery rates,
may render certain coal reserves and resource®nortic and may ultimately result in a restatemémeserves and/or
resources. Moreover, short-term operating factetating to the coal reserves and resources, sudheaseed for
subsequent development of ore bodies and the miogesf new or different ore grades, may adversdfgct the

Corporation's profitability in any particular aceaing period.

Uninsured Risks

The Corporation, as a participant in mining andlesgiion activities, may become subject to liabifibr hazards that
cannot be insured against or against which it mi@gtenot to be so insured because of high premiwstsc
Furthermore, the Corporation may incur liability tturd parties (in excess of any insurance coveragising from

negative environmental impacts or any other danaagjury.

Litigation

Legal proceedings may arise from time to time ie tourse of Grande Cache Coal's business. Them been a
number of cases where the rights and privilegesnofing and exploration companies have been theestlgf
litigation. Such litigation may be brought agai@tinde Cache Coal in the future from time to toné&rande Cache
Coal may be subject to another form of litigation.

Dividends

To date, Grande Cache Coal has not paid any did&lem the outstanding common shares. Any decisiopay
dividends on the common shares will be made byBtterd of Directors on the basis of Grande Cachd'€earnings,
financial requirements and other conditions exgsihsuch future time.

Work Stoppages and Dependence on Key Personnel

Substantially all the Corporation's personnel ledat the mine site are unionized. In additior, rtil carrier and port
facilities on which Grande Cache Coal is depentieieliver coal to its customers are unionizedrik&s, lockouts or
other work stoppages or slow-downs involving thénized employees of Grande Cache Coal's key sesuppliers
could have a material adverse effect upon Grandd&&oal's revenues.

Grande Cache Coal's success depends in large rmeaswertain key personnel. The loss of the sesvaf such key
personnel could have a material adverse affect mmd& Cache Coal. Grande Cache Coal does notKegvperson
insurance in effect for management. The contringiof these individuals to the immediate operatioh Grande
Cache Coal are likely to be of central importantde competition for qualified personnel in the loméning and other
resource industries is intense and there can kessiorance that Grande Cache Coal will be ablentneee to attract
and retain all personnel necessary for the devedmpand operation of its business. The Corporatand experience
increases in costs and decreases in operatingeeffi; productivity and profit margins if it wer@able to attract, hire
and retain a sufficient number of skilled employ¢éessupport the operation. Investors must rely ugon ability,

expertise, judgment, discretion, integrity and géath of the management of Grande Cache Coal.
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Government Requlations

Changes in Legislation

There can be no assurance that income tax lawaltyoregulations and governmental incentive prograglating to
the mining industry in Canada will not be changadai manner which adversely affects Grande Caché. Cra
addition, there can be no assurance that incomdatag, royalty regulations and government incentiwegrams
relating to the mining industry in other coal prothg countries will not change to favour Grande l@acoal's
competitors leading to reduced international colgs and demand for coal products that Grande €@&dal intends
to produce.

Government Regulations and Processing Licenses an®ermits

The activities of the Corporation are subject tovegament approvals, various laws governing prospgct
development, land resumptions, production taxebpua standards and occupational health, mine satetyic
substances and other matters, including issuestimifielocal, First Nations and Aboriginal populaio Activities of the
Corporation are also subject to various laws agdletions relating to the protection of the envirant. No assurance
can be given that new rules and regulations willbreenacted or that existing rules and regulatwiisnot be applied
in a manner which could limit or curtail producti@m development. Amendments to current laws andlatigns
governing operations and activities of exploratéord mining, or more stringent implementation théreould have a
material adverse impact on the business, operatindginancial performance of the Corporation. Reirt the mining
licenses and permits issued in respect of the Gatijpn's projects and mines may be subject to ¢immdi which, if not
satisfied, may lead to the revocation of such Besn In the event of revocation, the value of tlwpGration's
investments in such projects may decline.

Permits and Permitting Process

The Corporation must obtain numerous permits, esrand approvals that strictly regulate accessioemental and
health and safety and other matters in connectidh @woal mining. Regulatory authorities exercisesnsiderable
discretion in whether or not to issue permits,rfg®s and approvals and the timing of such issuanééso, private
individuals and the public at large possess riglitsomment on and otherwise engage in the permgjtticensing and
approval process, including through interventionttie courts. Accordingly, new permits, licensesl approvals
required by the Corporation to fully exploit itsoperties may not be issued, or if issued, may adssued in a timely
fashion, or may contain requirements which restéicdnde Cache Coal's ability to conduct its mirdpgrations or to
do so profitably.

Regulatory Efforts to Control Greenhouse Gas Emissins

Grande Cache Coal's business emits a large quaftitgrbon dioxide and produces metallurgical qualducts that
emit large quantities of carbon dioxide when consdrby end users. Carbon dioxide and other greeehgases are
the subject of public concern and regulatory repgrt

In early 2010, the Government of Canada announeedead targets for reducing greenhouse gas emsssisiit had
committed to do as a signatory to the Copenhageiic Canada's new aim is to reduce absolute emissiy 17 per
cent from 2005 levels by 2020 - numbers that mitharse in a bill that is currently before the USnate. In the
meantime, regulations to reduce greenhouse-gasiemisthat the Canadian government initially intidawould be
developed in 2008 have been put on hold. Additippoéicy measures are anticipated over the comeayy under this
federal policy.

In Alberta, theClimate Change and Emissions Management Act and the Specified Gas Emitters Regulation require
certain existing large emitters (facilities, indlug coal processing facilities, that are releasifg,000 tonnes or more
of greenhouse gas emissions in any calendar yearaafd including 2003) to reduce their emissionerisity by 12%
starting July 1, 2007. The Government of Albertacimtemplating reducing the reporting thresholdmfré00,000
tonnes of greenhouse gas emissions in any caleyetar to 50,000 tonnes per year, subject to disonssif
harmonization with the Government of Canada repgntequirementThe regulation also outlines options for meeting
reduction targets. If reducing emissions intenbityl2% is not initially possible, large emitterdiveie able to invest in
an Alberta-based technology fund to develop infrecdtire to reduce emissions or to support reseiatohinnovative
climate change solutions. Large emitters will bguieed to pay $15 per tonne to the technology fiamctvery tonne of
emissions above the 12% reduction target. Altevaebtj large emitters could also invest in Albertsed projects
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outside their operations that reduce or offset simis on their behalf. One issue affecting the rt@py of greenhouse
gas emissions is the accounting for fugitive eroissiat the mine face, where methane may be releaspdesent, no
technology is available to capture these emissidi®e coal industry is engaged in discussions WighGovernment of
Alberta to seek ways to deal with this issue. Tisleto the coal mining industry is that dispropamate greenhouse gas
management will need to be applied to other aspédaiperations under its control to meet intens#yuction targets.

Grande Cache Coal intends to expand current lefepgoduction, which will likely qualify the Corpation for the
greenhouse gas intensity reduction requirementnd&aCache Coal is engaged in upgrading processiagt p
operations, ongoing modernization of equipment affidiency improvements, which will have the effedtreducing
greenhouse gas emissions intensity.

The primary source of greenhouse gas emissionsaitada is the use of hydrocarbon energy. GrandeeC&ohl's
operations depend significantly on hydrocarbon gneources such as diesel fuel and natural gasnduct daily
operations, and there are typically no economicssiuites for these forms of energy. The federal provincial
governments have not finalized any formal reguiafmograms to control greenhouse gases from figsiland it is not
yet possible to reasonably estimate the naturenextiming and cost of any programs proposed oteroplated, or
their potential effects on operations. Most of &l Cache Coal's products are sold outside of Garsadl sales are
not expected to be significantly affected by Carmdepressed goals. However, the broad adoptioenufsion
limitations or other regulatory efforts to contgreenhouse gas emissions by other countries coatierially negatively
affect the demand for coal, as well as restrictettgyment of new coal projects and increase productind
transportation costs.

Environmental Regulation and Liability

The Corporation's activities are subject to enwinental regulation (including regular environmentaipact
assessments and permitting) in the Province of idbeSuch regulations typically cover a wide varief matters
including, prevention of waste, pollution and paiiten of the environment, labour regulations andkeo safety. The
Corporation may also be subject under such reguistio clean-up costs and liability for toxic ozhedous substances
that may exist on or under any of its propertiegshat may be produced as a result of its operatiBngironmental
legislation and permitting are likely to evolvearmanner that will require stricter standards amfdreement, increased
fines and penalties for non-compliance, more s#mgenvironmental assessments of proposed progdtsightened
degree of responsibility for companies and thekeabrs and employees, and potentially greatenéiizh and economic
burdens.

Credit Risk
Debt Instruments

Grande Cache Coal's operating credit facility oftai$28 million with a Canadian chartered bank aor# covenants
that require Grande Cache Coal to meet certaimdiahtests and that restrict, among other thitigs,ability to incur
additional debt, dispose of assets or pay dividémdertain circumstances. These restrictionst{Btande Cache Coal
from paying dividends to shareholders.

Additional Funding Requirements

Grande Cache Coal anticipates requiring substaadiditional funds for the exploration, developmembduction and
acquisition of coal reserves in the future. Nouassce can be given that the Corporation will bke db raise the
additional funding that may be required for suchivitees, should such funding not be fully genetafeom existing
cash and internally generated cash flow. Coalepricevenues, taxes, transportation costs, capifsnditures and
operating expenses and geological results aralifs that will have an impact on the amount afittahal capital that
may be required. To meet such funding requireméhésCorporation may be required to undertaketentdil equity
financing, which would be dilutive to shareholdersAdditional debt financing, if available, may alsovolve
restrictions on financing and operating activiti@here is no assurance that additional financingld/be available on
terms acceptable to the Corporation or at allthéf Corporation is unable to obtain additional ficiag as needed, it
may be required to reduce the scope of its operatis anticipated expansion, forfeit its interessome or all of its
properties and licenses, incur financial penabiieseduce or terminate its operations.
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Grande Cache Coal Corporation
Management's Discussion & Analysis

Directors’ and Officers’ Conflicts of Interest

Certain of the Corporation's directors and officars directors and officers of other natural resewor mining-related
companies. These associations may give rise tdictsndf interest from time to time, and as a resitilsuch conflicts
of interest, the Corporation may miss opportunitiegarticipate in certain transactions which mayeéa material
adverse effect on the Corporation's financial pmsit

Forward-Looking Information May Prove Inaccurate

Shareholders and prospective investors are caudtinoeto place undue reliance on forward-lookinfpimation. By
its nature, forward-looking information involvesmarous assumptions, known and unknown risks andrtainties, of
both a general and specific nature, that could eactual results to differ materially from thoseygested by the
forward-looking information or contribute to the gsibility that predictions, forecasts or projectonill prove to be
materially inaccurate.
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Management's Report

The accompanying consolidated financial statemangésthe responsibility of management, have beepapee in
accordance with Canadian generally accepted adogumtrinciples and necessarily include amounts ttediect
management’s best judgments and estimates. Fihaimécamation contained elsewhere in this annugboré is
consistent with that found in the consolidated iicial statements.

Management has developed and maintains systemscotiating, disclosure and internal control in ortteprovide
reasonable assurance as to the reliability ofitten€ial records and the safeguard of assets.i®oknd procedures are
maintained to support the control systems and dlechucode of business conduct.

PricewaterhouseCoopers LLP, independent externdltcas appointed by the shareholders, have conduate
examination of the consolidated financial statemémtaccordance with Canadian generally acceptdiiag standards
on behalf of the shareholders.

The Board of Directors of the Corporation has dithbd an Audit Committee, consisting of three moanagement
directors. The Audit Committee reviews the consaikd financial statements with management andrtiependent
auditors prior to submission to the Board of Dicestfor approval. The independent auditors havieafull free access
to the Audit Committee. The Audit Committee revieasnual and interim consolidated financial stateieand
Management’s Discussion and Analysis, as well arporation’s Annual Information Form prior teethrelease.

(Signed) Robert H. Stan (Signed) lan Bootle
President and Chief Executive Officer Vice-Prestd€&inance and Chief Financial Officer
June 8, 2010

Auditors’ Report

To the Shareholders of
Grande Cache Coal Corporation

We have audited the consolidated balance she&@saofde Cache Coal Corporation as at March 31, 2082009 and
the consolidated statements of net income, compede income and retained earnings and cash flowshe years
then ended. These financial statements are tpemsiility of the Corporation’s management. Qesponsibility is to
express an opinion on these financial statemerssdoan our audits.

We conducted our audits in accordance with Canagiéarerally accepted auditing standards. Those atdadequire

that we plan and perform an audit to obtain redslenassurance whether the financial statementfregeof material

misstatement. An audit includes examining, onsh basis, evidence supporting the amounts andodises in the

financial statements. An audit also includes assgghe accounting principles used and signifiemtimates made by
management, as well as evaluating the overall filmhistatement presentation.

In our opinion, these consolidated financial stapta present fairly, in all material respects, fihancial position of

the Corporation as at March 31, 2010 and 2009 heddsults of its operations and its cash flowstler years then
ended in accordance with Canadian generally acdegmeounting principles.

(Signed) PricewaterhouseCoopers LLP
Chartered Accountants

Calgary, Alberta
June 8, 2010
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Grande Cache Coal Corporation
Consolidated Balance Sheets

As at March 31
(thousands of Canadian dollars)

Assets

Current assets
Cash and cash equivalents
Restricted cash (note 4)
Accounts receivable (note 5)
Inventory (note 6)
Prepaid expenses
Future income taxes (note 8)

Deposit for future reclamation expenditures
Capital assets (note 7)

Liabilities

Current liabilities
Accounts payable and accrued liabilities
Future income taxes (note 8)

Current portion of capital lease obligations (rn@te

Asset retirement obligations (note 10)
Capital lease obligations (note 9)
Future income taxes (note 8)

Shareholders’ equity
Share capital (note 11)
Contributed surplus
Retained earnings

Commitments (note 12)

See accompanying notes to the consolidated financial statements.

(Signed) Robert G. Brawn
Chairman of the Board

2010 2009
$ 87,436 $ 68,035
13,499 8,440
12,483 15,153
33,999 49,800
9,114 965
232 -
156,763 142,393
- 82
180,935 116,707
$ 337,698 $ 259,182
$ 25,716 $ 13,078
- 886
6,744 52
32,460 14,016
8,801 6,429
27,515 -
18,102 10,298
86,878 30,743
196,232 194,541
3,945 3,362
50,643 30,536
250,820 228,439
$ 337,698 $ 259,182

(Signed) Nicholak@ton

Director



Grande Cache Coal Corporation

Consolidated Statements of Net Income, Comprehengiincome and Retained Earnings

Years Ended March 31
(thousands of Canadian dollars, except per share amounts)

Revenue

Expenses
Cost of product sold
Distribution
General and administrative (note 13)
Depreciation, depletion and accretion

Income from operations

Other income (expenses)
Foreign exchange (losses) gains
Unrealized gains on foreign exchange forward catdra
Interest and other income
Interest and other expenses

Income before taxes

Taxes(note 8)
Current tax expense
Future income taxes expense

Net income and comprehensive income

Retained earnings (deficit), beginning of year
Retained earnings, end of year

Net income per shargnote 14)
Basic
Diluted

See accompanying notes to the consolidated financial statements.
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2010 2009
$ 232,530 $ 248,628
127,198 90,428
49,736 35,548
9,960 7,086
18,980 9,281
205,874 142,343
26,656 106,285
(514) 12,535
3,024 -
491 1,290
(1,017) (574)
28,640 119,536
(1,847) (2,133)
(6,686) (11,184)
20,107 106,219
30,536 (75,683)
$ 50,643 $ 30,536
$ 0.21 $ 1.18
$ 0.20 $ 1.15



Grande Cache Coal Corporation
Consolidated Statements of Cash Flows

Years Ended March 31
(thousands of Canadian dollars)

Cash provided by (used for)

Operating activities
Net income and comprehensive income
Items not affecting cash
Stock-based compensation (note 15)
Unrealized foreign exchange losses (gains)
Unrealized gains on foreign exchange forward catdra

Future income taxes (note 8)
Depreciation, depletion and accretion

Settlement of asset retirement obligations (noje 10

Net change in non-cash working capital relatingperating activities

Financing activities
Net proceeds from capital lease financings (note 7)
Payment on capital lease obligations (note 9)
Proceeds on exercise of warrants (note 11)
Proceeds on exercise of options (note 11)
Share issuance costs (note 11)
Repayment on revolving debt (note 16)

Investing activities
Additions to mineral properties and development
Additions to buildings and equipment
Restricted cash (note 4)
Net change in non-cash working capital relatinqt@sting activities

Effect of foreign exchange on cash and cash equieats

Increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental cash flow information:
Interest paid
Taxes paid

See accompanying notes to the consolidated financial statements.
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2010 2009

20,107 $ 106,219
1,312 952
2,517 (7,646)
(3,024) -
6,686 11,184
18,980 9,281
- (147)
46,578 119,843
27,087 (33,834)
73,665 86,009
10,729 -
(8,361) (71)
- 17,354

962 2,955

- (2)

- (5,000)
3,330 15,236
(11,961) (8,319)
(35,279 (36,894)
(5,059) (1,912)
(885) 2,031
(53,184) (45,094)
(4,410) 7,646
19,401 63,797
68,035 4,238
87,436 $ 68,035
1,017 $ 574
1,842 $ 2,123



Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2010 and 2009

(thousands of Canadian dollars, except per share amounts)

1. Nature of Operations

Grande Cache Coal Corporation (“Grande Cache Gmathe “Corporation”) is an Alberta based metalload
coal mining company whose experienced team of quvafessionals are managing a mine that produces
metallurgical coal for the steel industry and hatdsl leases covering over 22,000 hectares in thek$ River
Coalfield located in west-central Alberta.

2. Significant Accounting Policies

The consolidated financial statements of the Caiom have been prepared in accordance with Camadia
generally accepted accounting principles withinftaenework of the accounting policies summarizelbive

Principles of Consolidation

The consolidated financial statements include tbeoants of the Corporation and its inactive whalyned
subsidiary, Smoky River International Inc.

Management Estimates

The consolidated financial statements include oertaanagement estimates that may require accounting
adjustments based on future occurrences. The ngrsficant estimates relate to asset retirementgakibns,
stock based compensation, income taxes, depletidrdapreciation. By their nature, these estimatessabject

to measurement uncertainty, and the effect ondhsalidated financial statements from changestimréuperiods
could be material.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of aritsoon deposit with banks and other highly liquiddstments
with a maturity at the time of purchase of threenths or less. Cash and cash equivalents are ratatdeost,
which approximates fair market value.

Restricted Cash

Restricted cash consists of cash set aside asityefourletters of credit provided to governmenteagies and to
service providers. Restricted cash is recordedstt evhich approximates fair market value.

Inventory

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 dcrloead
including depreciation and depletion.

Materials inventory consists of parts, supplies amasumables, and is valued at the lower of avetageand net
realizable value.

Mineral Properties and Development

The Corporation has acquired several Crown coakledl easey) in the Grande Cache, Alberta area, each for a
term of 15 years. The recoverability of the amouetorded for mineral properties and developmestscare
dependent on the existence of economically recblereeserves and future profitable production fréme
mineral properties.

Mineral properties and development include expeméi# to acquire and develop mineral propertiesragsdrves.
Development costs incurred to develop new reseimeadvance of commercial production are capitalized
Exploration costs that relate to specific propertfer which economically recoverable reserves hbgen
established are capitalized.
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2010 and 2009

(thousands of Canadian dollars, except per share amounts)

Mineral properties and development costs are tedtedrecoverability whenever events or changes in
circumstances indicate that their carrying amouaty mot be recoverable. When the net carrying valuthe
mineral properties, less their related provisionageset retirement obligations, exceeds the estinatdiscounted
future net cash flows together with their residualues, the mineral properties are written dowrthiir fair
value.

Depreciation and Depletion

Depreciation of computer equipment and softwarpravided for using the declining balance methodatts
ranging from 30% to 100% per annum. Depreciatiorbwifdings and equipment is straight-line basedtton
useful life of the asset ranging from 2 to 20 ye@xspletion on producing properties is calculatethg a unit of
production method based on proven and probableves®f the respective coal leases. Developmeris @e
charged to depletion expense on a unit of prodoctieethod based on proven and probable reservelseof t
respective coal leases.

Asset Retirement Obligations

The value of the liabilities for asset retiremebligations is recognized in the period they areiined, discounted
to their present value using the Corporation’s itradjusted risk-free rate and the correspondingamh is

recognized by increasing the carrying amount ofer@hproperties. The carrying amount is depletedimin of

production method based on the proven and prolvabérves of the respective coal leases. The kghithount is
increased each reporting period due to the passatime and the amount of accretion is chargedciregion

expense in the period. Revisions to the estimateithg of cash flows or to the original estimatedliscounted
cash flows could also result in an increase oreles® in the obligation. Actual costs incurred upettiement of
the retirement obligation are charged against tiigation to the extent of the liability recordedhy difference

between the actual costs incurred upon settlemietitecobligation and the recorded liability is rgozed as a
gain or loss in the period in which the settlenmturs.

Foreign Currency Translation

Foreign currency assets and liabilities are traedlanto Canadian dollars at the period-end exchaate for
monetary items and at the historical exchange fatenon-monetary items. Foreign currency revenued a
expenses are translated at the exchange rateeict effi the dates of the related transactions. goreirrency
gains and losses are included in income immediately

Financial Instruments

The Corporation’s financial instruments are measuaé fair value on initial recognition and subsegiye
measured based on their classification as eithkl-fbetrading, available-for-sale, held-to-matyrifoan and
receivables and other financial liabilities.

Financial assets and financial liabilities clagslfias held-for-trading are measured at fair valuehe balance
sheet with changes in the fair value of these umsénts reflected through net income. Financialtasdassified
as available-for-sale are measured at fair valué whanges in fair value recognized in other coimgnsive
income. Financial assets classified as held-to-ritgtdoans and receivables and other financidbiliaes are
measured at fair value upon initial recognition barg subsequently measured at their amortized usisy the
effective interest method.

The Corporation has certain derivative financiatioments that are used only to manage risk. Ttiegeatives
are recorded at fair value on the balance sheetk-kdamarket adjustments on these financial instote are
recognized in net income.

Revenue Recognition

Product revenues are recognized when title pass#dsetcustomer. Seaborne coal sales revenues aesafig
recognized when the coal has been loaded on tleelvdlirect sales are recognized when the owneishthe
coal is transferred to the customer. Interest dhdraevenues are recognized when earned.
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2010 and 2009

(thousands of Canadian dollars, except per share amounts)

Cost of Product Sold

Cost of product sold represents the cost of coatlgetion including mining and hauling, labour, agérg
materials and supplies, and a relevant allocatfooverhead. Cost of product sold is charged agam®me at
the time of sale.

Distribution

Distribution includes the cost of transporting ctalport or direct to customers, port charges forage and
loading of coal onto vessels, testing charges, ciesion and demurrage. Distribution charges aregeth
against income at the time of sale.

Taxes

Current income taxes are recognized for the estichatcome taxes payable for the current year. Gtiaxes
also include Alberta Crown royalties which is baseda portion of product revenue, net of distribatexpenses
incurred.

Future income taxes are accounted for using thmlitia method of income tax allocation. Under thigethod,
future income tax assets and liabilities are recmghfor temporary differences between the tax acwbunting
bases of the respective assets and liabilitiesigudie enacted or substantially enacted tax ratésigated to
apply in the period that the temporary differenaesexpected to reverse. Future income tax inflamgsoutflows
arising from the recovery or settlement of assats labilities are subject to estimation in ternfstioing and
amount of future taxable earnings. Income tax asaet also recognized for the benefits from tasdesand
deductions that cannot be identified with particalasets and liabilities. The valuation of futuredme tax assets
is reviewed on a regular basis and is recognizétid@xtent that they are considered more likednthot to be
realized.

Stock-based Compensation

The Corporation uses the fair value method of aeting for stock-based compensation related to sbptiens
for all awards granted, modified or settled. Untllés method, compensation cost attributable taladire options
granted is measured at fair value at the grant dateexpensed over the vesting period with a cporeding
increase to contributed surplus. Upon the exeraighe share options, consideration received tagetlith the
amount previously recognized in contributed surdusecorded as an increase to share capital. Binpo€ation
has not incorporated an estimated forfeiture rdteshare options that will not vest, rather, the gewation
accounts for actual forfeitures as they occur.

Reclassification

Certain prior years’ figures have been reclassiftedonform to the presentation adopted in theesuryear.

3. Recent and Upcoming Changes in Accounting Polieb
Mining Exploration Costs

EIC-174 — Mining Exploration Costs, was issued iy €Canadian Institute of Chartered Accountat@GA”) on
March 27, 2009 and became applicable to the Cotipora financial statements issued after that det€-174
provides guidance on accounting for capitalizateomd impairment of exploration costs related to ngni
properties. The impact of applying EIC-174 did r@tve a material impact on the consolidated findncia
statements.

Goodwill and Intangible Assets
CICA Handbook section 3064 — Goodwill and Intangilssets, was adopted by the Corporation on April 1

2009. Section 3064 replaced section 3062 — Gooéwil Other Intangible Assets, and establishes atdador
the recognition, measurement, presentation andodis® of goodwill and intangible assets. At thensaime
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2010 and 2009

(thousands of Canadian dollars, except per share amounts)

section 3064 was adopted, EIC-27 — Revenues andrifiiqpres during the Pre-operating Period, wasdsévn.
The impact of adopting these accounting standaeshgés did not have a material impact on the catesteldl
financial statements.

Credit Risk and the Fair Value of Financial Assetsand Financial Liabilities

EIC-173 — Credit Risk and the Fair Value of Finahd@ssets and Financial Liabilities, became appliedo the
Corporation on April 1, 2009. EIC-173 provides qande on how to take into account credit risk o&atity and
counterparty when determining the fair value ofafinial assets and financial liabilities, includidgrivative
instruments. The impact of applying EIC-173 did iatve a material impact on the consolidated firenci
statements.

Financial Instruments — Disclosures

CICA Handbook section 3862 — Financial Instrument®isclosures, was amended in June 2009 to include
additional disclosure requirements about fair vaheasurement of financial instruments and enhaliqaitlity

risk disclosures. The amendments require a thnes-lderarchy in determining the inputs used in mgkair
value measurements. Additional disclosures have peavided in the March 31, 2010, notes to the obdated
financial statements.

Convergence with International Financial Reporting Standards

The Canadian Accounting Standards BodAt$B”) confirmed that International Financial Report®&gandards
(“IFRS’) will replace Canadian generally accepted accagntprinciples ({GAAP”) in 2011 for publicly
accountable enterprises. As such, the Corporatitinbes required to adopt IFRS for the fiscal yeaginning
April 1, 2011, including comparative data from theor fiscal year. The Corporation’s first filingf 3FRS
compliant financial statements will be the firseger of fiscal 2012 (June 30, 2011).

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

e Completed an assessment on the effects of adomideey financial statement components;

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

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

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

e Prepared draft financial statements that includE®S presentation and disclosure requirements and
conducted a review of these statements with thatAl@mmittee of the Board of Directors;

« Continued assessments of less critical IFRS tiansgsues;

e Continued training of key personnel and stakehgtder

e Maintained communication with the Corporation'sépeéndent external auditors.

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

* Finalize the development of IFRS accounting podicie

« Revise internal control procedures and documemtaia implement controls as required,;

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

* Prepare IFRS compliant interim and annual finarstalements for the fiscal year ended March 312201
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2010 and 2009

(thousands of Canadian dollars, except per share amounts)

The full extent of adopting IFRS and the impacttba Corporation’s financial position and future uies of
operations is not reliably determinable at thisetiihe Corporation will continue to monitor devetmgnts in
accounting standards as issued by the Internatidc@unting Standards Board and the AcSB which afégct
the timing, nature and disclosure of the Corporesi@adoption of IFRS and will update its plan asessary.

4. Restricted Cash

Cash secured letters of credit in the amount of, 834 (2009 - $8,240) have been provided to the rddbe
Government for security to cover anticipated ce$teeclamation for the Corporation’s mining areacessing

facilities and surrounding infrastructure. In adutit cash secured letters of credit of $1,700 (208200) have
been made available to service providers.

5. Accounts Receivable
As at As at
March 31 March 31
2010 2009
Trade accounts receivable $ 7,384 $ 13,899
Goods and services tax receivable 1,440 876
Unrealized gain on foreign exchange forward comsrac 3,024 -
Other 635 378
$ 12,483 $ 15,153
6. Inventory
As at As at
March 31 March 31
2010 2009
Coal inventory $ 27,986 $ 44,332
Materials inventory 6,013 5,468
Total $ 33,999 $ 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 darioead
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. During fiscal 2010, parts and suppliegentories of $8,154 were expensed to cost of yebdold
compared to $7,364 in fiscal 2009.

There was no write-down of inventories or reveda write-down of inventories during the currepty.
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements

March 31, 2010 and 2009
(thousands of Canadian dollars, except per share amounts)

7. Capital Assets

As at March 31, 2010
Accumulated

depreciation Net Book

Cost and depletion Value
Buildings and equipment $ 125,078 $ 23,789 $ 101,289
Mineral properties and development 52,351 22,953 29,398
Capital leases 47,241 1,728 45,513
Assets held for sale 4,735 - 4,735

$ 229,405 $ 48,470 $ 180,935

As at March 31, 2009
Accumulated

depreciation Net Book

Cost and depletion Value
Buildings and equipment $ 107,954 $ 14,171 $ 93,783
Mineral properties and development 38,534 15,816 22,718
Capital leases 230 24 206

$ 146,718 $ 30,011 $ 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 condanmm units

was completed and final payments were made. ThedZation intends to sell all of the condominiumtarip

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.

At March 31, 2010, $20,123 (2009 - $11,539) wastahped for mineral properties and development thare

not producing and equipment that was not in usenduhe year. No depreciation or depletion has liaken on
these assets.
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements

March 31, 2010 and 2009
(thousands of Canadian dollars, except per share amounts)

8. Taxes

The Corporation had a net future income tax ligpif $17,870, of which $232 was classified as aent asset.
The components of the future income tax (liabilagset are as follows:

As at As at
March 31 March 31
2010 2009
Temporary differences related to:
Buildings and equipment and mineral properties@deklopment
costs $ (20,611) $ (12,428)
Asset retirement obligations 2,200 1,607
Share issuance costs 309 523
Other 232 (886)
Future income tax liability $ (17,870) $ (11,184)

Tax expenses differ from that which would be expdcfrom applying the statutory Canadian federal and
provincial income tax rates of 28.8% (2009 — 29.48he income before taxes, as follows:

2010 2009
Expected income tax expense $ 8,234 $ 35,120
Change resulting from:
Stock based compensation 377 280
Other (435) 38
Change in tax rates (1,145) (1,841)
Investment tax credits (345) -
Change in valuation allowance - (22,413)
Income tax expense 6,686 11,184
Provincial crown royalties 1,847 2,133

$ 8,533 % 13,317

9. Capital Lease Obligations

The Corporation has certain mining equipment anttlimgs under capital lease agreements. The calgitasles
for the mining equipment are denominated in USatslhat interest rates up to a maximum of 6.7% paum,
expire by fiscal 2015 and are secured by the mlassets.
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2010 and 2009

(thousands of Canadian dollars, except per share amounts)

The following table summarizes the Corporation’itd lease obligations:

Balance — March 31, 2008 $ 123
Payments made during the period (82)
Interest portion of payments 11

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

Balance — March 31, 2010 34,259
Current portion of capital lease obligations (6,744)

Long term portion of capital lease obligations $ 27,515

Future minimum payments under capital leases ativat, 2010 consist of the following:

Less than 1 year $ 8,744
2-3 years 17,388
4-5 years 13,395
Total minimum lease payments 39,527

Amounts representing interest (5,268)
Present value of minimum lease payments 34,259

Current portion of capital lease obligations (6,744)
Long term portion of capital lease obligations $ 27,515

10. Asset Retirement Obligations

Future asset retirement obligations were calculateskd on the Corporation’s estimated costs tdlfitéf legal
asset retirement obligations. At fiscal year e, €orporation has estimated the net present \@lits asset
retirement obligations to be $8,801 (2009 - $6,4P8xed on a total future liability of $14,926 (200$10,952).
The Corporation’s credit adjusted risk-free ratasge from 4.5% to 7.6% depending on the period when
provision originated and the term of estimated yeareclamation.

The following table reconciles the Corporation’setgetirement obligations:

2010 2009
Balance, beginning of year $ 6,429 $ 4,020
Increase in liability 1,865 2,170
Settlement of liability - (147)
Accretion 507 386
Balance, end of year $ 8,801 $ 6,429
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11. Share Capital

Authorized

Unlimited common shares
Unlimited preferred shares, issuable in series

Issued
Stated
(thousands) Number Value
Common shares
Balance — March 31, 2008 73,361 $ 154,676
Shares issued on exercise of warrants 10,846 3547,
Shares issued on exercise of options 2,280 5,013
Shares issued on conversion of convertible debentur 9,589 17,500
Share issuance costs - (2)
Balance — March 31, 2009 96,076 194,541
Shares issued on exercise of options 899 1,691
Balance — March 31, 2010 96,975 $ 196,232

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

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

During the third quarter of fiscal 2010, 170 thau@ommon share options were exercised for castepds of
$171. On exercise of these common share optiori®d, %as credited to share capital from contributaglss.

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

The following transactions occurred during fisca09.

During the first quarter of fiscal 2009, 2,995 teand warrants were exercised for cash proceed<,GB2.
Additionally, 2,020 thousand common share optioesenexercised for cash proceeds of $2,601. On isgeot
these common share options, $1,804 was creditstigce capital from contributed surplus. As wellpd&kfield
Bridge Lending Fund Inc. (“Brookfield”), the Cormion’s then existing senior lender, converted $0,6f a
convertible debenture into 4,192 thousand commanesh

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 thousaemmon share options were exercised for cashepdscof
$7. On exercise of these common share options,g5cvedited to share capital from contributed sispl
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12. Commitments

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

The Corporation entered into various purchase cdmemts for mining equipment. At March 31, 2010,
commitments owing on these equipment totalled apprately $36,356, which included US dollar commitrtse

of US$28,323.

Under contracts existing at March 31, 2010, futti@eimum amounts payable under these agreementsafdr
fiscal year are summarized below:

2011 $ 37,133

2012 $ 722

2013 $ 662

2014 $ 579

2015 and thereafter $ 1,091
13. General and Administrative
2010 2009
Head office administrative and marketing charges $ 648 $ 6,134
Non-cash stock-based compensation charges 1,312 2 95

$ 9,960 $ 7,086

14. Net Income per Share

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

(thousands, except per share information) 2010 2009
Weighted average shares outstanding — basic 96,321 89,677
Dilutive effect of share options 2,414 3,043
Weighted average shares outstanding — diluted 88,73 92,720
Net income $ 20,107 $ 106,219
Net income per share — basic $ 021 % 1.18
Net income per share — diluted $ 020 $ 1.15
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15. 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 #udrmay from time to time grant options to purcheseimon
shares. Share options granted under the plan mayahterm of up to ten years and are subject tingeperiods
determined by the Board of Directors. The maximumhber of shares authorized for option grants istdichto

10% of the aggregate number of issued and outstgncbhmmon shares, less the number of common shares
issuable pursuant to all other security based cosgt®on arrangements.

Total stock-based compensation expense includegmeral and administrative expenses for the figeal was
$1,312 (2009 - $952) and was a result of optioastgd pursuant to the Corporation’s share optian.pl

On August 17, 2009, pursuant to the Corporatiofiare option plan, options were granted to purctie
thousand common shares at an exercise price of $&i5share. The options have a five year termaaedubject
to a three year vesting period.

During the second quarter of fiscal 2010, optiamptirchase 274 thousand common shares were exkgtise
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.

On February 11, 2010, pursuant to the Corporatish@re option plan, options were granted to puhH®b
thousand common shares at an exercise price db $&©Oshare. The options have a five year termaamdubject
to a three year vesting period.

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

During fiscal 2009, options to purchase commoneharere granted pursuant to the share option gléollaws.
On August 20, 2008, options were granted to puehi&® thousand common shares at an exercise fri§ea2
per share, on November 12, 2008, options were gglaiot purchase 1,975 thousand common shares aterise
price of $1.01 per share, on January 12, 2009ppptwere granted to purchase 100 thousand comnaoassht
an exercise price of $0.88 per share and on Feptiiar2009, options were granted to purchase 1@6stmd
common shares at an exercise price of $0.77 peeshihe options have a five year term and are stiljea
three year vesting period.

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

The fair value of each share option granted istedtd on the date of the grant using the Black-®shoption
pricing model, using an estimated volatility at tirae of each grant between 42% and 150%, risk-fesrest
rates of 1.3% to 4.5% and an expected term ofyfears.
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16.

Details of the share options outstanding are &svist

Number of Weighted Average
(thousands of shares) Options 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 175 5.27
Cancelled (175) 7.29
Exercised (899) 1.07
Outstanding — March 31, 2010 3,717 $ 1.51

Of the share options outstanding at March 31, 2@B0thousand options expire in fiscal 2011, 395ugamd
options expire in fiscal 2012, 1,152 thousand aygtiexpire in fiscal 2013, 1,960 thousand optiormrexn fiscal

2014, 175 thousand options expire in fiscal 2015.
Details of the share options exercisable at MadgH2B10 are as follows:

Common Shares
Weighted Average

(thousands of shares) Number Exercise Price
10 $ 9.08

25 4.50
245 2.44
125 1.05
25 1.05
202 0.88
950 1.04
50 5.02
337 1.01
33 0.88
2,002 $ 1.37

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 secuoadertible debenture and a secured revolving cfeditity for
an amount up to $20,000, subject to a borrowing lwadculation. The proceeds from the convertibleed¢ure
were used to fully repay the Corporation’s pre-xgs term facility with Brookfield ($10,000) and sxciated
fees. The balance of the proceeds from the cofertiebenture as well as proceeds from the revplfanility
was used for general corporate purposes.

Pursuant to the terms of the convertible debentBrepkfield converted $17,500 into 9,589 thousandchion
shares during fiscal 2009, including $7,650 (4,ff82usand common shares) during the first quartdr&h850
(5,397 thousand common shares) during the secoadequin addition, net repayments of $5,000 weeslenon
the revolving facility during the first quarter &fcal 2009 bringing the balance to nil. Interesp@nse on the
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revolving and term debt was $486 during the firgarter of fiscal 2009. The revolving credit fagilitvith
Brookfield expired on April 1, 2009.

17. Capital Management

Grande Cache Coal’s objective is to maintain atahpgtructure 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 $28,000 and #i#lity to enter into foreign exchange hedging agements.

As part of capital management, the Corporation gmep an annual capital expenditures budget andfroay
time to time issue new equity or debt in orderitarfice capital expenditures. The Corporation hasleadared or
paid any dividends on its outstanding common shangsany decision to pay dividends in the futurailde
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 thatraomitored on a
monthly basis when monies are drawn on such facilit

18. Financial Instruments and Risk Management

The Corporation has identified all financial instrents that are recognized in the financial statésnand has
presented the financial instruments by categotiértable below.

Financial instrument Classification

Cash and cash equivalents Held-for-trading
Restricted cash Held-to-maturity
Foreign exchange forward contracts Held-for-trading
Trade and other accounts receivable Loans andvediies
Accounts payable and accrued liabilities  Otherrfiial liabilities
Operating credit facility Other financial liabiks

Fair value of financial instruments

The Corporation has certain financial instrumeritat tare measured at fair value on a recurring basis
summarized in the table below.

As at March 31 2010

Carrying
Financial instrument amount Fair value
Financial asset
Cash and cash equivalents $ 87,436 $ 87,436
Restricted cash $ 13,499 $ 13,499
Foreign exchange forward contracts $ 3,024 3 3,024

The fair value of these financial instruments appmates their carrying amounts on the balance stheeto the
short periods to maturity and the terms of therfmial instruments.
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In estimating fair value, the Corporation utilizgeoted market prices when available. Financial tasaed
liabilities are classified in the fair value hiethy according to the lowest level of input thasignificant to the
fair value measurement. Assessment of the signifieaof a particular input to the fair value meament
requires judgment and may affect placement withénfair value hierarchy levels. The hierarchy iscdisws:

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

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

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

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

As at March 31 2010
(thousands of Canadian dollars) Level 1 Level 2 Level 3 Total

Financial asset

Cash and cash equivalents 87,436 - - 87,436
Restricted cash 13,499 - - 13,499
Foreign exchange forward contracts - 3,024 - 3,024

Risk Management

Grande Cache Coal’s operations are exposed tarceitks, which includes credit risk, liquidity kisand market
risk. The Corporation’s risk management is caroetilby management under policies approved by trerdof
Directors.

Credit Risk

Grande Cache Coal carries a balance of cash ahdegasvalents as disclosed on the balance shééamh 31,
2010. The Corporation invests conservatively aiporof its cash in short-term, low risk term dep®siith

credit worthy financial institutions. The remainddéithe cash balance is held with major finanaiatitutions and
is available for immediate use.

The Corporation has a balance of restricted caslisatosed on the balance sheet at March 31, ZRéétricted

cash is held with major financial institutions thie purpose of securing letters of credit and ves$ted in short-
term guaranteed investment certificates. The Catpor is exposed to credit risk in the event that financial

institutions were to redeem the letter of credithte beneficiary. The Corporation considers thsk s low as the
majority of the letters of credit have been prodide the Alberta Government for security to covetufe

anticipated costs of reclamation.

Grande Cache Coal is exposed to credit risk inetrent that it does not receive payment of tradeaus
receivable. The maximum credit risk exposure isakéda the carrying amount of trade accounts reddévas
disclosed in the notes to the consolidated findrstéiements. The Corporation typically sells itsduct to large
steel companies with high credit ratings. The Coapon does not consider any of the trade accoausivable
to be impaired or past due.

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

The Corporation is exposed to liquidity risk in tieent that it would be unable to meet obligatiassociated
with financial liabilities. The Corporation has 28000 operating credit facility that it can utdiZor working
capital purposes. The balance owing on the operatiedit facility at March 31, 2010 was nil, howeve
availability on the facility was reduced by appmsitely $2,332 due to the Corporation entering ifiot@ign
exchange forward contracts. At March 31, 2010, @meporation had contractual obligations with esteda
future minimum undiscounted amounts payable duelsvs:

Less than 1 1-3 4-5 After
(thousands of Canadian dollars) year years years 5 years
Accounts payable and accrued liabilities 25,716 - - -
Operating leases 776 1,383 1,156 514
Capital leases 8,744 17,388 13,393 -
Purchase obligations 36,356 - - -
71,592 18,771 14,549 514

Market Risk
The Corporation is exposed to market risk dueuotfiations in foreign exchange rates and inteegesr
Foreign exchange rates

The Corporation's revenues from operations areweden US dollars while most of its operating empes are
incurred in Canadian dollars. Although the Corpiorahas taken certain steps to help mitigate foreigrrency
fluctuations, there is no assurance that the dietsvor products are or will continue to be effeetiAccordingly,
the inability of the Corporation to obtain or totpu place effective hedges could materially inseaxposure to
fluctuations in the value of the Canadian dolldatiee to the US dollar. This could have a mateaidVerse effect
on the Corporation's business, financial conditiad results of operations. In addition, the reéa@xchange rate
fluctuation between the Canadian dollar and theetumies of Grande Cache Coal's international coitopgtwill
impact the ability of Grande Cache Coal’s coal picid to compete in foreign markets.

Based on the US dollar denominated trade accowusiviable balance at March 31, 2010, each decmafase
US$0.01 relative to the Canadian dollar would hassulted in a decrease of $68, which would haven bee
charged to income in the current period.

The Corporation has US dollar denominated capi&abké obligations. At March 31, 2010, the outstapdin
commitment on the capital lease obligations was 33S85. 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 nattuitions on
the trade accounts receivable.

The Corporation entered into a series of foreigrharge forward contracts that will mature by Sejmem2010.

At March 31, 2010, the Corporation had outstandiagtracts to sell a total of US$5,000 at an averate of

Canadian dollars 1.155 to the US dollar and a witdlS$48,000 at an average rate of Canadian dall&65 to
the US dollar. At March 31, 2010, these contrace&sewmarked to market resulting in an unrealizeeifpr

exchange gain of $3,024 that was recognized imnit@me statement and has been classified on teadmkheet
as accounts receivable. Significant fluctuationthim US/Canadian dollar exchange rate could mélieimapact

the Canadian dollar value of these contracts.

The Corporation entered into US dollar purchase miments for mining equipment. At March 31, 2010,

US$28,323 remained owing on these commitments.ifRignt fluctuations in the US/Canadian dollar eanbe
rate could materially impact the Canadian dolldugaf these commitments.
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19.

20.

Interest rates

Interest accrues on the Corporation’s operatingitfacility at a rate equal to the prime lendirsger or a US
dollar base rate plus 1.00 percent per annum, leaéziidaily. The Corporation did not have a balameég on
the operating credit facility at March 31, 2010.

Economic Dependence
All of the Corporation’s metallurgical coal prodigt is transported by CN Rail and loaded onto Mesae
Vancouver by Westshore Terminals Ltd. or at ThurBlay by Thunder Bay Terminals Ltd. There are limhite

alternatives for these services and securing @times could increase distribution costs. Interiauptof rail
services would limit the Corporation’s ability tperate.

Subsequent Events
Subsequent to March 31, 2010, the following eventsirred.

The Corporation entered into foreign exchange fotweontracts to sell US$48,000 at an exchange ohte
Canadian dollars 1.049 to the US dollar over thiogeOctober 2010 to March 2011.

Payments of US$9,113 were made towards purchasmitorants on mining equipment.
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