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GRANDE CACHE COAL CORPORATION ANNOUNCES
FIRST QUARTER FISCAL 2009 FINANCIAL AND OPERATING R ESULTS

Calgary, Alberta, August 14, 2008- Grande Cache Coal Corporation (GCE-TSX) ("Gra@dehe Coal" or the
"Corporation") today announced its financial anérming results for the three months ended Jun2(BIB.

Net income for the first quarter was $3.4 milli@n,$0.04 per share, in comparison to a $2.0 millass in
the same quarter last year.

During the quarter, the Corporation had lower théamned coal production due to the underground mine
being in an extended development stage which teamipypreduced the volume of coal released, issues
with the deployment of equipment and people in sheface mine and a lower plant yield. This, in
combination with increasing mining input costs,uteedd in a clean coal production cost of $100 pene.

The low production resulted in sales volume of (rilion tonnes, however sales for the fiscal yaia
still expected to be in the range of 1.8 to 2.0iariltonnes.

Revenue for the quarter was $41.3 million, an 8étease over last year’s first quarter due to sicgmitly
higher coal prices. The average price achievedduhe quarter was $166 per tonne versus $89 paeto
in the comparable period reflecting higher contpate settlements for the current coal year offget
carryover tonnage from the prior coal year whichengettled at lower prices.

Cost of sales for the quarter was $135 per tonmeveas largely a result of the low sales volume made
worse by higher mining input costs.

“Although we had a slow start to the year, we fesesubstantially better results over the remaindéhe fiscal
year,” said Robert Stan, President and Chief ExeeuDfficer. “During the second quarter we commehce
depillaring activities in the underground mine whicas increased raw coal production. We are alsmgédetter
availability of surface mine equipment allowingtosmove more material. There has certainly beeigla femand
for our product so we are doing everything we caimt¢rease production in order to meet our custtameeds.”

Financing Activities:

To date, Grande Cache Coal has $5.85 million ocutétg on a three year floating rate senior secured
convertible debenture with Brookfield Bridge Lenglirund Inc. ("Brookfield"). The Corporation has the
potential to be free of this facility by the endth& second quarter in the event that (i) Broo#ifestercises

its option to convert the remaining balance intsnowon shares at a conversion price of $1.825 peesha
(ii) the Corporation chooses to redeem the balatce redemption price equal to 107% of the primcipl
amount being redeemed plus interest, or (iii) tlmepGration requires Brookfield to convert the bakn
provided the 15 day volume weighted average tragdifgg (on volumes of at least 300,000 common share
for 15 consecutive trading days) of the common eshaxceeds $4.00 per share. Full conversion of the
remaining balance will result in the issuance @frBillion common shares.

Currently, the Corporation has an unused $20 milli@volving credit facility with Brookfield.



Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals are managing a mine that producesllomgiical coal for the steel industry and holdsalcteases
covering over 22,000 hectares in the Smoky Rivealf@Zdd located in west-central Alberta. Grandecka Coal's
common shares are listed on the Toronto Stock Hg#a under the trading symbol "GCE".



Management’'s Discussion & Analysis

This Management’s Discussion and Analysis ("MD&ARould be read in conjunction with the unauditedrim
consolidated financial statements for the periodeenJune 30, 2008, and the audited consolidatexhdial
statements, notes and related MD&A thereto of Gea@@che Coal Corporation ("Grande Cache Coal" er th
"Corporation”) for the fiscal year ended March 32008. The consolidated financial statements haea Ipeepared

in accordance with Canadian generally acceptedusmticey principles. This discussion provides managata
analysis of the Corporation's historical finan@ald operating results and provides estimates oCtporation's
future financial and operating performance basednformation currently available. Actual resultsliwiary from
estimates and the variances may be significantad®s should be aware that historical results atsnecessarily
indicative of future performance.

This MD&A was prepared using information that isremt as of August 13, 2008.

Certain information set forth in this MD&A, includj management's assessment of the Corporationi® fptans
and operations, contains forward-looking statemenmtich are based on the Corporation's current nater
expectations, estimates, projections, assumptioddaliefs, which may prove to be incorrect. Sorfne forward-
looking statements may be identified by words sastexpects”, "anticipates”, "believes”, "projectplans” and
similar expressions. These statements are not ge@s of future performance and undue reliancelghumat be
placed on them. Such forward-looking statementesearily involve known and unknown risks and uraieties,
which may cause Grande Cache Coal's actual perfa@nand financial results in future periods todtiffnaterially
from any projections of future performance or res@xpressed or implied by such forward-lookingestents.
These risks and uncertainties include, among otthieigs, changes in general economic, market anéhdss
conditions; uncertainties associated with estingatihe quantity and quality of coal reserves andbusss;
commodity prices, currency exchange rates, thdabibiiy of credit facilities for capital expenditel requirements,
debt service requirements; dependence on a siaglsystem; changes to legislation; liabilities énént in coal
mine development and production; competition fomoag other things, capital, acquisitions of resgrve
undeveloped lands and skilled personnel; geologio@ing and processing technical problems; abtiityobtain
required mine licenses, mine permits and regulaapprovals required to proceed with mining and @vatessing
operations; ability to comply with current and fitguenvironmental and other laws; actions by govemal or
regulatory authorities including increasing taxed ahanges in other regulations; and the occurrehoeexpected
events involved in coal mine development and prédaoc Many of these risks and uncertainties arecidesd in
Grande Cache Coal's 2008 Annual Information Formgn@e Cache Coal's 2008 Management's Discussion and
Analysis and other documents Grande Cache Coalilth the Canadian securities authorities.

Readers of this Management's Discussion and Arsagysiuld refer to the section entitled "Risk Fagtin Grande
Cache Coal’'s 2008 Management's Discussion and Aisagnd 2008 Annual Information Form for factorsickh
could potentially impact the Corporation's finahgarformance and its ability to meet its targets.

All references are to Canadian dollars unless waitiserindicated.
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Financial Overview

As at As at

June 30 March 31

(millions of dollars) 2008 2008
Balance Sheet

Total assets 131.2 123.5

Long-term liabilities 15.8 21.5

Shareholders’ equity 102.1 83.6

Three months ended

June 30
(millions of dollars, except per share amounts) 2008 2007
Statement of Net Income (Loss)
Revenue 41.3 38.2
Cost of sales 33.5 34.6
Income (loss) from operations 4.0 @a.7)
Net income (loss) 3.4 (2.0)
Basic and diluted net income (loss) per share 0.04 (0.04)

Three months ended

June 30

(millions of tonnes, except per tonne amounts) 2008 2007
Statistics

Clean coal production (tonnes) 0.27 0.33

Coal sales (tonnes) 0.25 0.43

Average sales price (U.S.$/tonne) 165 82

Average sales price ($/tonne) 166 89

Average cost of sales ($/tonne) 135 81

Average cost of production ($/tonne) 100 55
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Revenue

First quarter revenue was $41.3 million on sale®.86 million tonnes compared to revenue of $38itlam on
sales of 0.43 million tonnes in the same periofiscal 2008. Sales volumes were lower than the @raigde quarter
due to low coal production volumes.

The average price achieved on U.S. dollar denomihsales was U.S.$165 per tonne in the first quadmpared
to U.S.$82 per tonne in the same period last yeflerating higher contract price settlements fordbeent coal year
offset by carryover tonnage from the prior coalryehich were settled at lower prices. The salesggsriachieved
during the current quarter ranged from U.S.$300 tpane for current coal year sales to U.S.$81 pene for
carryover sales. The average Canadian price achievd]).S. dollar denominated sales was $166 parealuring
the quarter compared to $89 per tonne in the samedlast year depicting a stronger Canadian dallaelation to
the U.S dollar for the current period.

Production Costs and Cost of Sales

The Corporation’s clean coal production cost wa@0$ier tonne compared to $55 per tonne in the seamied last
fiscal year. During the current quarter, the Cogtion had lower than planned coal production dueth®
underground mine being in an extended developntagesvhich temporarily reduced the volume of cetdased,
issues with the deployment of equipment and pedpl¢he surface mine and a lower plant yield. This,
combination with increasing mining input costs,ultesdd in a clean coal production cost that was d&ighan the
comparable period.

First quarter cost of sales was $33.5 million, ®8% per tonne, compared to $34.6 million, or $8d.tpene in the
same period last year. The cost of sales in theotguarter consisted of cost of product sold2#.$ million ($97

per tonne) and distribution costs of $9.4 milli®@38 per tonne). In the comparable quarter of fi2€8I8, the cost of
product sold was $22.9 million ($54 per tonne) #reldistribution costs were $11.7 million ($27 p@ine).

The increase in the unit cost of product sold igdly a result of low sales volume due to low prtehn levels
during the quarter. As well, during the first qearof last fiscal year the surface mine was notrajpeg as the
contractor had completed operations and the Catiparhad not yet resumed surface mining activitidse surface
mine operated throughout the current quarter asdsean increasing mining input costs, especiatliyiesel fuel.

There were three main reasons for the increasesiribdition costs in the current quarter. Firsgrehwere a higher
proportion of shipments to eastern North AmericacWitarry higher rail rates than shipments to fporivestern
Canada. Second, due to the low production voluheCorporation incurred demurrage charges for \®#sat had
arrived at the port but could not be loaded dua shortage of available coal. Third, there has l@emcrease in
fuel surcharges included in rail costs.

Other Operating Expenses

Grande Cache Coal's general and administrative resggewere $1.9 million during the quarter, dowmfr$2.2
million in the comparable period. Included in thengral and administrative expenses were head office
administrative and marketing charges of $1.6 mill{$1.1 million — 2008) and non-cash charges foclsbased
compensation of $0.2 million ($0.3 million — 2008)he quarter also included a foreign exchange &is$0.1
million compared to a loss of $0.8 million in thense quarter last fiscal year.

First quarter depreciation, depletion and accretioarges were $2.0 million versus $3.0 millionle tomparable
period of last year. The decrease is due to lowal production levels and the change in value girelgation and
depletion included in coal inventory, offset somaivhy the addition of productive capital assets.



Grande Cache Coal Corporation
Management's Discussion & Analysis

Other Income (Expenses)

Interest and other income in the first quarter 4 million compared to $0.4 million in the sanexipd last fiscal
year. Interest and other income consists primarfilynterest earned on restricted cash, interestegbon short term
investments and access fees charged for the usadd and bridges belonging to the Corporation.

Interest and other expenses were $0.4 millionénctirrent quarter versus $0.5 million in the corapbe period and
consist primarily of interest paid on the revolvimgd long term debt.

Liquidity and Capital Resources

At June 30, 2008, Grande Cache Coal had cash ahdecmivalents of $8.3 million and $20.0 millionasfailability
on the revolving debt facility. The Corporation’ast position increased by $4.0 million during thstfquarter
compared to a cash decrease of $1.2 million irsétme period last fiscal year.

First quarter operating activities provided $13.illiom in cash compared to $3.3 million in the saperiod last
year. Cash generation was enhanced by the Corpoisafirst quarter net earnings of $3.4 million s« a net loss
of $2.0 million in the first quarter of fiscal 2008he net change in non-cash working capital nedatd operating
activities was $7.2 million in the first quarterdaimcluded a significant reduction in accounts regdgle and an
increase in inventory.

Financing activities during the first quarter reésdl in a cash increase of $2.4 million in compariso a cash
decrease of $3.0 million for the same period l&stryDuring the current quarter, warrants were@sed for cash
proceeds of $4.8 million and share options wereased for cash proceeds of $2.6 million.

During the fourth quarter of fiscal 2008, Grandeclkea Coal completed a financing agreement with Blietik
Bridge Lending Fund Inc. ("Brookfield"), consistimef a $17.5 million floating rate senior securechwertible
debenture (the "convertible debenture") and a sectevolving credit facility for an amount up toG@ million
(the "revolving facility"), subject to a borrowirzase calculation. Pursuant to the terms of the extilhe debenture,
Brookfield converted $7.65 million of the conveléitdebenture into 4.2 million shares during thetfguarter of
fiscal 2009, bringing the balance of the conveetidbebenture to $9.85 million at June 30, 2008. Chgporation
also repaid $5.0 million on the revolving facildyring the first quarter bringing the balance toaniJune 30, 2008.
During the first quarter of fiscal 2008, the Compibsn made net repayments on the revolving facilify$3.0
million.

Investing activities during the first quarter o$dal 2009 resulted in a cash use of $11.1 millieomgared to $1.1
million in the same period last year. Capital aiddg of $9.2 million ($1.1 million — 2008) accoudttor the main
source of cash use during the quarter. The Coriparatso had a net increase in restricted casi & fiillion as it
provided an additional $2.7 million to the Albe@avernment for security to cover anticipated co$teclamation
and received $0.8 million in cash that had beenl @sesecurity for a letter of credit that was madailable to a
service provider.

The Corporation believes that the $20.0 millionaleing facility will be sufficient to fund ongoingrorking capital
requirements. Grande Cache Coal expects that codugtion will be sufficient to meet customer raguients
during 2009. At June 30, 2008, the Corporation $i@l7 million in coal inventory, compared to $5.8lion at the
end of the previous quarter.

The Corporation did not have any off-balance sfi@ancing structures in place at June 30, 2008. difig long
term liabilities of the Corporation are long terrabd of $9.8 million, asset retirement obligationghwa present
value of $6.0 million, and capital lease obligatoof $33 thousand. Grande Cache Coal’'s asset metive
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obligations are covered by a cash deposit of $0lllomand letters of credit totaling $8.2 milliggrovided to the
Alberta Government, which are presently securetebiricted cash.

Recent and Upcoming Changes in Accounting Policies

The CICA Handbook sections 1535 — Capital Disclesur3031 — Inventories, 3862 — Financial Instrument

Disclosures and 3863 — Financial Instruments —éPtations, were adopted by the Corporation on Aprd008.

Section 1535 requires the disclosure of informatiegarding objectives, policies and processes fanaging
capital. Adoption of this accounting standard re=iilin additional disclosure in the Corporationtstes to the
financial statements.

Section 3031 prescribes new accounting treatmenminfentories. The adoption of section 3031 did have a
material impact on the financial statements ofGloeporation.

Section 3862 requires enhanced financial statentisalosure of financial instruments including thgnficance of
financial instruments, the nature and extent désriarising from financial instruments and how thasé&s will be
managed. Section 3863 establishes enhanced filhestai@ment presentation of financial instrumentd éheir
implications on the Corporation’s financial positjgperformance and cash flows. Adoption of thessoaating
standards did not have a material impact on thenfiral statements however it resulted in additiatiatlosure
which is provided in the Corporation’s notes to fimancial statements.

The Canadian Accounting Standards Board has dedidgdnternational Financial Reporting StandariSRS")

will be adopted as Canadian generally accepted uatiog principles (“GAAP") for publicly accountable

enterprises. As such, the Corporation will be regflito adopt IFRS for the fiscal year beginning iAfpr 2011,
including comparative data from the prior year. T®erporation is in the process of assessing thierdifces
between IFRS and Canadian GAAP and the impactamsition will have on the financial statements.

Summary of Quarterly Results

2009 2008 2007
(millions, except per unit amounts) Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
Clean coal production (tonnes) 0.27 0.37 0.35 0.30.33 0.23 0.27 0.22
Coal sales (tonnes) 0.25 0.42 0.44 0.36 0.43 0.18.30 0 0.29
Average sales price ($/tonne) 166 95 85 85 89 78 95103
Average cost of sales ($/tonne) 1B5 86 85 91 81 86 88 97
Average cost of production ($/tonne) 1pP0 63 50 62 5|5 68 63 63
Revenue 41.3 39.9 37.7 30.8 38]2 13.8 28.7 29.8
Income (loss) from operations 4,0 (0.7) (3.0) (8.5 (1.7 (4.2) 0.6 (0.9
Net income (loss) 3.4 (1.2) (3.4) (8.8) (2.0 @47 (22 (1.9
Basic and diluted net income (loss) ger 0.04| (0.02) (0.05) (0.14) (0.04 (0.09) (0.04) (0.0B)
share
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Outlook

Metallurgical Coal Markets

The Company continues to estimate that its coassablumes for fiscal 2009 will be in the rangeld® to 2.0
million tonnes contingent upon adequate rail sernvémd shipping. The average sales price for fi2€d9 is
anticipated to be in the range of U.S.$245 to \255$per tonne and includes carryover shipments ttwerprior
coal year, contract sales negotiated on a caleredarbasis and hard coking coal and PCI contrdes $ar the new
coal year commencing on April 1, 2008.

The Corporation is maintaining a focus on expanding diversifying its customer base geographicasiywell as
within traditional markets to mitigate delays inssel nominations. The demand for metallurgical woktoal is
expected to remain strong over the medium termakiwide markets remain tight.

Operations

The Corporation is continuing to focus on produttivmprovements and cost control measures in tiease mine,

underground mine and process plant. While it iseeigd that the average cost of sales will vary foprarter to

quarter, the average cost of sales for fiscal 28@4ill anticipated to be in the range of $85 &3 $er tonne. There
has been a significant rise in industry wide minimgut costs recently, most notably diesel fuel aatural gas. A
continued escalation of these costs would havegative impact on the anticipated cost of sales.

Capital Expenditures

The Corporation continues to anticipate capitaleexiitures will total approximately $50 million imséal 2009.
Expenditures related to surface mining are expetdetbtal $30 million in the year, including $11 Ilwin on
equipment to increase mine productivity and $19lionil of mine development projects. The development
expenditures are to include an extension of theeatisurface mining area as well as developmerititume surface
mining areas. Capital expenditures related to ugrdend mining and the coal processing plant argepted to total
approximately $5 million each, including both sirstag capital expenditures and projects designethtoease
efficiency. Safety, environmental, engineering atiter projects are expected to total $8 milliong@ng drilling
and exploration programs are anticipated to tqipt@ximately $2 million.

Income Tax

Since the Corporation has been operating it hasneotred income tax. The Corporation expects tdaxable in
fiscal 2009 due to a significant increase in therage coal sales price and improved operatingtsesul
Other Information

The Corporation has not entered into any off-batasteet arrangements at this time. Looking fornexdort trade
credit insurance may be used to support accoucgsvable.



Grande Cache Coal Corporation
Management's Discussion & Analysis

As at August 13, 2008, there were 92,611,327 comstmres issued and outstanding, and the followivages
options were also outstanding:

Number Number Exercise

Share Options Outstanding Granted Vested Price Expiry Date
375,000 375,000 $1.00 March 21, 2009
100,000 100,000 $3.70 July 21, 2009

12,500 12,500 $3.70 August 8, 2009
115,000 115,000 $11.56 March 15, 2010
10,000 10,000 $9.08 June 9, 2010
75,000 75,000 $4.50 October 18, 2010
345,000 345,000 $2.44 April 11, 2011
175,000 175,000 $1.05 October 11, 2011
50,000 50,000 $1.05 November 16, 2011
373,407 200,000 $0.88 May 23, 2012
1,566,736 266,667 $1.04 January 8, 2013

Total 3,197,643 1,724,167

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpon&i@annual
information form for the fiscal year ended March, 2D08, is available on the Corporation’'s SEDAR pany
profile atwww.sedar.com
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Consolidated Balance Sheets
(thousands of Canadian dollars)

As at As at
June 30 March 31
(unaudited) 2008 2008
Assets
Current assets
Cash and cash equivalents 8,271 % 4,238
Restricted cash (note 3) 8,440 6,528
Accounts receivable 8,627 20,171
Inventory (note 4) 15,356 10,477
Prepaid expenses 600 1,084
41,294 42,498
Deposit for future reclamation expenditures 82 82
Capital assets (note 5) 89,853 80,937
131,229 $ 123,517
Liabilities
Current liabilities
Accounts payable and accrued liabilities 13,285 $ 13,484
Revolving debt (nhote 6) - 5,000
13,285 18,484
Long term debt (note 6) 9,784 17,382
Asset retirement obligations (note 7) 5,988 4,020
Capital lease obligations 33 52
29,090 39,938
Shareholders’ Equity
Share capital (note 8) 171,523 154,676
Equity portion of convertible debenture (note 6) 66 118
Contributed surplus 2,880 4,468
Deficit (72,330 (75,683)
102,139 83,579
131,229 $ 123,517

Commitments (note 11)

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Net Income (Loss), Comghensive Income (Loss) and Deficit
(thousands of Canadian dollars, except per share amounts)

Three months ended

June 30

(unaudited) 2008 2007
Revenue 41,346 $ 38,160
Expenses

Cost of product sold 24,122 22,954

Distribution 9,380 11,669

General and administrative 1,922 2,211

Depreciation, depletion and accretion 1,970 2,995

37,394 39,829

Income (loss) from operations 3,952 (1,669)
Other income (expenses)

Interest and other income 130 423

Interest and other expenses (383) (519)
Income (loss) before taxes 3,699 (1,765)
Taxes (346) (265)
Net income (loss) and comprehensive income (loss) 3,353 (2,030)
Deficit, beginning of period (75,683 (60,225)
Deficit, end of period (72,330 $ (62,255)
Net income (loss) per sharénote 12)

Basic and diluted 0.04 $ (0.04)

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Cash Flows
(thousands of Canadian dollars)

Three months ended

June 30
(unaudited) 2008 2007
Cash provided by (used for)
Operating activities
Net income (loss) and comprehensive income (loss) 3,353 $ (2,030)
Items not affecting cash
Stock-based compensation (note 13) 216 342
Unrealized foreign exchange loss 310 369
Depreciation, depletion and accretion 1,970 2,995
5,849 1,676
Net change in non-cash working capital relatinggerating activities 7,229 1,595
13,078 3,271
Financing activities
Repayment on revolving debt (note 6) (5,000 (3,000)
Proceeds on exercise of warrants (note 8) 4,792 -
Proceeds on exercise of options (note 8) 2,601 -
Share issuance costs (note 8) (1) -
Payment on capital lease obligations a7 (14)
Net change in non-cash working capital relatin§riancing activities - 2
2,375 (3,012)
Investing activities
Additions to mineral properties and development (409; (37)
Additions to buildings and equipment (8,781 (1,023)
Restricted cash (note 3) (1,912 -
Net change in non-cash working capital relatingteesting activities (8) -
(11,110 (1,060)
Effect of foreign exchange on cash and cash equieats (310 (369)
Increase (decrease) in cash and cash equivalents 4,033 (1,170)
Cash and cash equivalents, beginning of period 4,238 4,614
Cash and cash equivalents, end of period 8271 $ 3,444

See accompanying notes to the consolidated financial statements.
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Notes to Consolidated Financial Statements
June 30, 2008

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

1. Basis of Presentation

The interim consolidated financial statements ef@orporation have been prepared in accordanceGaittadian
generally accepted accounting principles. The im@onsolidated financial statements have beengpegpusing
the same accounting policies as the consolidatethfial statements for the fiscal year ended M&d;h2008,
except as described in note 2.

The interim consolidated financial statements sthdug read in conjunction with the Corporation’s ited
consolidated financial statements and notes théoetihe year ended March 31, 2008.

2. Recent and Upcoming Changes in Accounting Polies

The CICA Handbook sections 1535 — Capital DisclesuB031 — Inventories, 3862 — Financial Instrusent
Disclosures and 3863 — Financial Instruments —dPtations, were adopted by the Corporation on Aprd008.

Section 1535 requires the disclosure of informatiegarding objectives, policies and processes fanaging
capital. Adoption of this accounting standard resuiin additional disclosure which is provided wten 9 of the
Corporation’s notes to the financial statements.

Section 3031 prescribes new accounting treatmennf@ntories. The adoption of section 3031 did Inate a
material impact on the financial statements ofGloeporation.

Section 3862 requires enhanced financial statenwkstlosure of financial instruments including their
significance, the nature and extent of risks agisirom financial instruments and how those riskdl Wwe
managed. Section 3863 established enhanced fihatatament presentation of financial instrumemtd their
implications on the Corporation’s financial positigperformance and cash flows. Adoption of thesmaeting
standards did not have a material impact on thenfiral statements however it resulted in additiatistlosure
which is provided in note 10 of the Corporationies to the financial statements.

The Canadian Accounting Standards Board has maeeddtision that International Financial Reporting
Standards ("IFRS") will be adopted as Canadian igdigeaccepted accounting principles ("GAAP") farlghicly
accountable enterprises. As such, the Corporatiinrbes required to adopt IFRS for the fiscal yeaginning
April 1, 2011, including comparative data from tréor year. The Corporation is in the process skasing the
differences between IFRS and Canadian GAAP andirtipgact the transition will have on the financial
statements.

3. Restricted Cash

Cash secured letters of credit in the amount d24Bhave been provided to the Alberta Governmensdaurity

to cover anticipated costs of reclamation for tleepOration’s mining areas, processing facilitied aarrounding

infrastructure, including $2,712 in the first quarbf fiscal 2009. In addition, cash secured lstiaf credit of

$200 have been made available to service provifemsng the current quarter, the Corporation reczi$800 in

cash due to the return of restricted cash thatlead used as security for a letter of credit thed made available
to a service provider.

13
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Notes to Consolidated Financial Statements
June 30, 2008

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

4. Inventory
As at As at
June 30 March 31
2008 2008
Coal inventory $ 10,661  $ 5,500
Materials inventory 4,695 4,977
$ 15,356  $ 10,477
5. Capital Assets
As at As at
June 30 March 31
2008 2008
Mineral properties and development $ 17649 $ 16,080
Buildings and equipment 71,989 64,639
Capital leases 215 218
$ 89,853 $ 80,937

6. Revolving and Term Debt

In the prior year the Corporation had a $25 millsatured credit facility consisting of a $10 mitliterm facility
and a $15 million revolving facility with BrookfidIBridge Lending Fund Inc. ("Brookfield"). The ciethcilities

were secured by a general security agreement miigheist payable monthly at a rate of prime pluspg¥annum
and had a maturity date of April 8, 2008. The drédcilities were being used to finance the Corfores

working capital.

During the fourth quarter of fiscal 2008, Grandek@aCoal completed a financing agreement with Bfietakfor

a $17.5 million three year floating rate senionsed convertible debenture and a secured revolviedit facility
for an amount up to $20 million, subject to a bwirg base calculation. The proceeds from the cdibler
debenture were used to fully repay the Corporatigné-existing term facility with Brookfield ($10iltron) and
associated fees. The balance of the proceeds frenmcdonvertible debenture as well as proceeds frioen t
revolving facility are used for general corporatepmses.

Pursuant to the terms of the convertible debenBireokfield converted $7,650 of the convertible eetore into

4.2 million common shares during the first quardérfiscal 2009, bringing the balance of the conibést

debenture at June 30, 2008, to $9,850. The Coiparaetermined that $9,784 of the convertible délren
should be classified as long term debt based omtr&et interest rate of a similar liability thades not have an
associated equity component. The residual val$$6fhas been allocated to equity.

Net repayments on the revolving facility in the reunt quarter were $5.0 million bringing the balanoenil at
June 30, 2008.

14
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Notes to Consolidated Financial Statements
June 30, 2008

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

As at As at

June 30 March 31

2008 2008

Revolving debt $ - % 5,000
Convertible debenture 9,850 17,500
Less: Equity portion of convertible debenture (66) (118)
Long term debt 9,784 17,382
$ 9,784 % 22,382

7. Asset Retirement Obligations

Future asset retirement obligations were calculateskd on the Corporation’s estimated costs tdlfitff legal
asset retirement obligations. The Corporation Iséismated the net present value of its asset re¢intimbligations
to be $5,988 as at June 30, 2008, based on aftttad liability of $10,596. The Corporation’s cieddjusted

risk free rates range from 5.5% to 7.6% dependmghe period when the provision originated andtéren of
estimated years to reclamation.

The following table reconciles the Corporation’setsetirement obligations:

Balance — March 31, 2007 $ 3,783
Increase in liability -
Settlement of liability (29)
Accretion expense 256
Balance — March 31, 2008 $ 4,020
Increase in liability 1,872
Settlement of liability -
Accretion expense 96
Balance — June 30, 2008 $ 5,988

8. Share Capital
Authorized

Unlimited common shares
Unlimited preferred shares, issuable in series
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(Unaudited)

(thousands of Canadian dollars, except per share amounts)

Issued
Stated
(thousands) Number Value
Common shares
Balance — March 31, 2007 50,769 186,979
Shares issued on private placement 289 277
Shares issued on bought deal equity financing , 500 26,650
Shares issued on over-allotment option 791 4,02
Shares issued on exercise of warrants 861 1,377
Shares issued on exercise of options 151 343
Share issuance costs - (1,979)
Balance — March 31, 2008 73,361 M54,676
Shares issued on exercise of warrants 2,995 9247
Shares issued on exercise of options 2,020 64,40
Shares issued on conversion of convertible debentur 4,192 7,650
Share issuance costs - (1)
Balance — June 30, 2008 82,568 1¥1,523

On July 9, 2007, Grande Cache Coal completed atgriplacement of 289 thousand common shares ateaqdr
$0.96 per share, which was the five day volume kteidj average trading price of the common sharebef
Corporation calculated as at June 14, 2007. Theeshaere issued to certain directors and officdrshe
Corporation.

On August 9, 2007, the Corporation closed a bodght equity financing. At closing, a total of 2@flion units

(the "Units") of the Corporation were issued atiagof $1.30 per Unit for gross proceeds of $2616lion. In
addition, the Corporation granted to the underwsign over-allotment option to purchase up to atitadal 3.1
million Units at the issue price for a period of 8@ys following the closing date. Each Unit coredsof one
common share and one-half of one common share asectvarrant of the Corporation, each whole warrant
entitling the holder thereof to acquire one comrabare at a price of $1.60 per share until Augus20@8.

On September 7, 2007, the underwriters of the Gatjmm’'s bought deal equity financing that closedAugust
9, 2007 exercised their over-allotment option, itasy in the issuance of 791 thousand units (thaitd)) of the
Corporation at a price of $1.30 per Unit for grpssceeds of $1,029. Each Unit consisted of one comshare
and one-half of one common share purchase warfaghedCorporation, each whole warrant entitling toéder
thereof to acquire one common share at a pricd @0$per share until August 11, 2008.

Share issuance costs related to the private plagerbeught-deal equity financing and over-allotmeption
were $1,979.

During the fourth quarter of fiscal 2008, 861 thang warrants were exercised for cash proceeds,87%Jand
151 thousand common share options were exercigedakh proceeds of $200. On exercise of these cammo
share options, $143 was credited to share capital €ontributed surplus.

During the current quarter, 3.0 million warrantsrevexercised for cash proceeds of $4.8 million.Jéne 30,
2008, there were 7.9 million purchase warrantstanting. No value was attributed to the warrargaes during
the second quarter of fiscal 2008.

During the current quarter, 2.0 million common shaptions were exercised for cash proceeds of iBdl®n.
On exercise of these common share options, $1l®mikas credited to share capital from contribugadplus.
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(thousands of Canadian dollars, except per share amounts)

10.

During the first quarter of fiscal 2009, Brookfietdnverted $7.65 million of the convertible debeatinto 4.2
million common shares.

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, sharehbégriy, revolving debt and a convertible debeatur

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

For the revolving debt facility, the Corporationsigbject to certain borrowing covenants that araitoced on a
monthly basis.

Financial Instruments

Grande Cache Coal’s financial instruments includshc and cash equivalents, restricted cash, accounts
receivable, accounts payable and accrued lialsilitievolving debt, and a convertible debenture. falrevalue of

cash and cash equivalents, restricted cash, asoaoeivable, accounts payable and accrued liakiliand
revolving debt approximate their carrying amountsttee balance sheet due to the short periods tarityaand

the terms of the financial instruments. The Corporameasures the convertible debenture at amdrtiost and
determined that a portion of the convertible debenshould be classified as long term debt basatie@market
interest rate of a similar liability that does m@tve an associated equity component. The residoaliat of the
convertible debenture has been classified as equity

The Corporation’s financial instruments have bdassified as follows:

Financial instrument Classification

Cash and cash equivalents Held-for-trading
Restricted cash Held-to-maturity
Accounts receivable Loans and receivables
Accounts payable and accrued liabilities Other financial liabilities
Revolving debt Other financial liabilities
Convertible debenture Other financial liabilities

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

Credit Risk

The Corporation is exposed to credit risk in thergvhat it does not receive payment of accourasivable. The
Corporation typically sells its product to largeetcompanies with high credit ratings. The maximaradit risk
exposure at June 30, 2008 is $8.6 million, whickdsal to the carrying amount of all accounts nedge. The
Corporation does not deem the accounts receivatile tmpaired or past due.
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11.

12.

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 aGmillion revolving credit facility which it utiies for working
capital purposes. At June 30, 2008, the balancéherrevolving debt facility was nil. At June 30,08) the
Corporation had undiscounted financial liabilit@fs$13,285 for accounts payable and accrued ltaslihat are
due within 3 months, and $9,850 for the convertd#benture that is due within 3 years.

Market Risk
The Corporation is exposed to market risk dueucttflations in foreign exchange rates and inteegstr
Foreign exchange rates

Substantially all of the Corporation’s sales areaisinated in U.S. dollars. As such, accounts redses are
exposed to changes in the U.S./Canadian dollarasgehrate. Based on the U.S. dollar denominateduats
receivable balance at June 30, 2008, each dect#addeS.$0.01 relative to the Canadian dollar wobhlle
resulted in a decrease of $25, which would have lbearged to income in the current quarter.

Interest rates

Interest accrues on the Corporation’s convertileleethture at a variable annual rate equal to a Gamatartered
bank’s prime lending rate plus 1.75 percent pewuamnrcalculated daily. A 1% increase in the prime rgould
have resulted in an increased interest expensélofd the three months ending June 30, 2008.

Commitments

Grande Cache Coal has a commitment to purchadeasixtrucks that will primarily be used to supplemthe
transportation of coal from the surface mine to phecess plant. The haul trucks have an estimabst af
U.S.$4.1 million. At June 30, 2008, U.S.$3.5 mitlibad been paid towards the purchase of the hatkdr

Net Income (Loss) per Share

The following table reconciles the denominators basic and diluted net income (loss) per shareutations.
The treasury stock method is used to determindithtve effect of the share options and the wasamnd the if-
converted method is used to determine the dilutiffect of the convertible debenture. There was ihatide
effect for the Corporation’s outstanding share @pgiand warrants in the prior year as the effeatloéxercises
would have been anti-dilutive to the loss per share
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(thousands of Canadian dollars, except per share amounts)

13.

Three months ended

June 30
(thousands, except per share amounts) 2008 2007
Weighted average shares outstanding — basic 44726 50,769
Dilutive effect of: -
Options 2,512 -
Warrants 6,166 -
Convertible debenture 5,397
Weighted average shares outstanding — diluted 90,519 50,769
Net income (loss) $ 3,353 $ (2,030)
Net income (loss) per share - basic $ 0.04 $ (0.04)
Net income (loss) per share - diluted $ 0.04 $ (0.04)

Stock-Based Compensation

The Corporation has a share option plan, purswantiich the Board of Directors, or a committee ¢oér may
from time to time grant options to purchase commbares. Total stock-based compensation expenselettin
general and administrative expenses for the fustigr was $216, compared to $342 in the sameeguast year
and was a result of options granted pursuant t&€thrporation’s share option plan

During the first quarter of fiscal 2009, optionsporchase 2,020 thousand common shares were ed@isa
weighted average price of $1.29 per share.

The following transactions occurred during thedisgear ended March 31, 2008.

On May 24, 2007, pursuant to the Corporation’s shaption plan, options to purchase 520 thousandmamm
shares were granted to employees, consultantseodfiand directors of the Corporation at an exerpiice of
$0.88 per share. The options have a five year terthare subject to an 18 month vesting period.

On June 30, 2007, options to purchase 32 thousamenon shares were cancelled. On August 31, 20Qibnsp
to purchase 17 thousand common shares were cahcelle

On January 9, 2008, options to purchase 1,950 #mosusommon shares were granted to employees, ¢anisl
officers and directors of the Corporation pursuanthe Corporation’s share option plan at an esergirice of
$1.04 per share. The options have a five year @rdhwill vest on a one third basis on each of M&th2008,
March 31, 2009 and March 31, 2010.

During the fourth quarter of fiscal 2008, optionspurchase 151 thousand common shares were exkatise
weighted average price of $1.32 per share.

During the first quarter of fiscal 2009, optionsgarchase 2,020 thousand common shares were escbr@isa
weighted average price of $1.29 per share.

The fair value of each share option granted isregd on the date of the grant using the Black-l&shoption
pricing model, using an estimated volatility at tihme of each grant between 42% and 95%, risk-iinéerest
rates of 3% to 4.5% and an expected term of fiage
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Details of the share options outstanding are dgvist
Common Shares
Weighted Average

(thousands of shares) Number Exercise Price
Outstanding — March 31, 2007 2,948 $ 2.07
Granted 2,470 1.01
Cancelled (49) 4.13
Exercised (151) 1.32
Outstanding — March 31, 2008 5,218 1.57
Granted - -
Cancelled - -
Exercised (2,020) 1.29
Outstanding — June 30, 2008 3,198 1.75

Of the share options outstanding at June 30, 2088, ,thousand options expire in 2009, 200 thousanitbrs

expire in 2010, 570 thousand options expire in 2@B thousand options expire in 2012, and 1,5drexn
2013.

Details of the share options exercisable at JOn@@08 are as follows:
Common Shares
Weighted Average

(thousands of shares) Number Exercise Price
375 $ 1.00
112 3.70
115 11.56

10 9.08
75 4.50
345 2.44
225 1.05
200 0.88
267 1.04
1,724 $ 2.37

14. Subsequent Events
Subsequent to June 30, 2008, the following evecttaroed.
The Corporation made payments of U.S.$0.6 millmmards the purchase commitment on the haul trucks.

7.85 million warrants were exercised into commoareh at an exercise price of $1.60 per share fossgr
proceeds of $12.6 million. Three thousand warrarpsred on August 11, 2008.

Pursuant to the terms of the convertible debenBreokfield converted $4.0 million of the convetélilebenture
into 2.2 million common shares.
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READER ADVISORY

Forward-looking Statement Advisory

This news release contains certain forward-lookitagements, which are based on Grande Cache Coakst internal
expectations, estimates, projections, assumptiadsbaliefs, which may prove to be incorrect. Sorh¢he forward-
looking statements may be identified by words sash"expects”, "anticipates”, "believes", "project§ilans" and
similar expressions. These statements are noagtess of future performance and undue relianceldhmot be placed
on them. Such forward-looking statements necdgsariolve known and unknown risks and uncertamti@hich may
cause Grande Cache Coal's actual performance madcfal results in future periods to differ matlyidrom any
projections of future performance or results exgedsor implied by such forward-looking statemerithiese risks and
uncertainties include, among other things, chamgegeneral economic, market and business condijtionsertainties
associated with estimating the quantity and qualitgoal reserves and resources; commodity prim@sency exchange
rates, capital expenditures and debt service renmgints; dependence on a single rail system; chaonglegislation;
liabilities inherent in coal mine development amdduction; competition for, among other things, italpacquisitions of
reserves, undeveloped lands and skilled persomesitogical, mining and processing technical prolsieability to
obtain required mine licenses, mine permits anduleggry approvals required to proceed with miningd acoal
processing operations; ability to comply with catrand future environmental and other laws; actimpgovernmental
or regulatory authorities including increasing svend changes in other regulations; and the oameref unexpected
events involved in coal mine development and prdncMany of these risks and uncertainties aredesd in Grande
Cache Coal's 2008 Annual Information Form, Grandehe Coal's Management's Discussion and Analysisotirer
documents Grande Cache Coal files with the Canagbanrities authorities. Copies of these documargsavailable
without charge from Grande Cache Coal or may bess@d on Grande Cache Coal's website (www.gccagl.aoon
the website maintained by the Canadian securitigslatory authorities (www.sedar.chm

For further information, please contact:
Robert H. Stan, President and Chief Executive @ffic
Grande Cache Coal Corporation
Suite 1610, 800 - 5th Avenue S.W.
Calgary, Alberta T2P 3T6
Canada
Telephone: (403) 543-7070
Facsimile: (403) 543-7092

www.gccoal.com

The Toronto Stock Exchange has neither approved nor disapproved
the information contained herein.
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