GRANDE CACHE COAL CORPORATION
NEWS RELEASE

GRANDE CACHE COAL CORPORATION PROVIDES OPERATIONAL UPDATE AND
ANNOUNCES FOURTH QUARTER FISCAL 2007 FINANCIAL AND OPERATING RESULTS

Calgary, Alberta, May 22, 2007— Grande Cache Coal Corporation (GCE-TSX) ("Gra@adehe Coal" or the
"Corporation") today provided an update on operaiand announced its financial and operating redatlt the
three and twelve months ended March 31, 2007.

Grande Cache Coal has sold 0.2 million tonnes af baking coal in the first 45 days of the firstagier of
fiscal 2008, more than twice the amount sold inftheth quarter of fiscal 2007. Metallurgical caalles in
the fourth quarter of 2007, including PulverizedaCimjection (PCIl), totaled 0.1 million tonnes.

During the fourth quarter, severe weather conditialabour dispute and track disruptions restti¢che
amount of coal that could be moved to the port by Corporation’s rail service provider limiting
metallurgical coal sales volumes to 0.1 millionries. Total sales volumes in the fourth quarter v@e?e
million tonnes.

Since April 1, 2007, rail service has improved angectations are that total metallurgical coal sale
volumes for the first quarter of fiscal 2008 wi# pproximately 0.4 million tonnes.

“During the fourth quarter, our rail service prosidexperienced a combination of severe winter veratbnditions
and labour unrest that led to dramatically reduratiservice” said Robert Stan, President and Chiefcutive
Officer. “We were very disappointed by these depeients as were other shippers of bulk commodities.being

able to rail our product to the loading terminauked in unexpectedly low customer shipments apitirinventory
build-up at the mine. This forced the temporarypsusion of mining and processing activities whield ko

increased unit costs during the quarter. Sincebttginning of April we have seen improved rail seeviFurther
improvement is anticipated and will be requireddsrto meet all of our customers’ shipping requiata and load
the vessels that are currently scheduled. We arkimgpclosely with the railway to maximize our rathipments to
the load port.”

Coal sales volumes for fiscal 2008 are expectdoktin the range of 1.4 to 1.6 million tonnes, cogeint
upon adequate rail service and a timely startuphefsurface mine. Currently committed sales are 1.4
million tonnes. It is projected that coking coallvaiccount for 90% of the total sales volumes aclieve

an average price of approximately U.S.$85 per totirie anticipated that PCI sales will account 1%

of the total sales volumes and realize an averege pf approximately U.S.$68 per tonne.

Production costs and the cost of sales are prajdotelecrease as the Corporation transitions idtwar
strip ratio phase of the surface mine and contirtoemake productivity improvements throughout the
operations.

Fourth Quarter Results

In the fourth quarter of fiscal 2007, hard cokimgksales accounted for 42% of the total salesmejuand
carried an average price of $103 per tonne. Theageefourth quarter sales price was $78 per tonne
generating revenue of $13.8 million. The quartesdyes volumes included a high proportion of PCI and
thermal coal which significantly reduced the averegplized sales price.



- The cost of coal produced in the period was $68&qmare, a 36% decline from $98 per tonne last yeae
to high inventory levels and a lack of rail seryittee mining and processing operations were sugukfudt
approximately one month. This resulted in low cpaiduction volumes and a higher than expected unit
cost.

- The cost of sales in the fourth quarter declineth 26 $86 per tonne, compared to $121 per tonnéen t
same quarter last year.

- The Corporation’s net loss for the quarter was $dilfon, or $0.10 per share, and was a direct Itesfu
the high proportion of PCI and thermal coal saletumes combined with the low volume of coal
produced.

- For the year, the Corporation’s revenue increag®d fio $101.3 million while the cost of sales desesh
17% to $93.2 million. The loss from operations vs4 million compared to a loss from operations of
$31.2 million last year. The net loss for the yeass $7.0 million, or $0.14 per share, versus dosst last
year of $32.1 million, or $0.79 per share.

- EBITDA for 2007 was $2.0 million compared to ($2¥n8lion) in fiscal 2006.

- Grande Cache Coal is finalizing the acquisitioradfeet of mining equipment with which to operdte t
surface mine. Financing for the equipment is culyebeing negotiated and is expected to result in a
combination of lease and debt financing. The Capon has placed deposits on a mining shovel, angin
drill and a fleet of haul trucks. It is anticipattitht operations in the surface mine will resum8éptember
2007, conditional upon timely delivery of the migiequipment and the availability of skilled labdar
commissioning the equipment.

“Productivity increases have continued in our ugdeund mine and new daily and monthly productienords
were established in April” Mr. Stan continued. “Alsluring April, Grande Cache Coal shipped its twidionth
tonne of coal to a steel company customer.”

“The new fiscal year has started on a promising ricdm both a production and sales perspective.arketing
initiatives have yielded positive results and we frecasting a substantial increase in sales wliomthe year. It
is expected that the resumption of surface miniperations with company owned and operated equipowgled
with lower strip ratios and productivity improventgmwill result in production costs significantly lbe/ previous
levels. Further cost improvements will result frahe company’s continuing focus on reducing depecelem
contractors.”

“Demand for coking coal remains strong as steetipction world wide continues at a very high ratef. tan
stated. “We are committed to our market diverstfaa strategy and increasing our customer baserdveg rail
service, a return to surface mining and increasesiomer demand will be key components to realizingroved
operating results.”

Grande Cache Coal is an Alberta based metallurgioal mining company whose experienced team of coal
professionals are operating a mining operation phatluces metallurgical coal for the steel industng holds coal
leases covering over 22,000 hectares in the Smakgr oalfield located in west-central Alberta. aBde Cache
Coal's common shares are listed on the Torontdk&E®change under the trading symbol "GCE".
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Management’s Discussion & Analysis

This Management’s Discussion and Analysis ("MD&ARould be read in conjunction with the unauditeerim
consolidated financial statements for the periodeenMarch 31, 2007, and the audited consolidatedntial
statements, notes and related MD&A thereto of Gea@dche Coal Corporation (“Grande Cache Coal” er th
"Corporation") for the fiscal year ended March 2006. The consolidated financial statements haea Ipeepared
in accordance with Canadian generally acceptedusticw principles. This discussion provides managaa
analysis of the Corporation's historical finan@ald operating results and provides estimates ofCthoration's
future financial and operating performance basednhtormation 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 May 18, 2007.

Certain information set forth in this MD&A, incluadlj management's assessment of the Corporationi® fptans
and operations, contains forward-looking statemenmtich are based on the Corporation's current nater
expectations, estimates, projections, assumptindbaliefs, which may prove to be incorrect. Sormhe forward-
looking statements may be identified by words sastexpects”, "anticipates”, "believes", "projectglans” and
similar expressions. These statements are not gg@s of future performance and undue reliancelghmat be
placed on them. Such forward-looking statementesearily involve known and unknown risks and uraisties,
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 anthéss
conditions; uncertainties associated with estingatihe quantity and quality of coal reserves andusses;
commodity prices, currency exchange rates, thdabilily of credit facilities for capital expendite 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; abiiityobtain
required mine licenses, mine permits and regulaapprovals required to proceed with mining and g@uatessing
operations; ability to comply with current and ftguenvironmental and other laws; actions by govemtal or
regulatory authorities including increasing taxad 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 2006 Annual Information Forran@e Cache Coal's Management's Discussion ang/gisal
and other documents Grande Cache Coal files wittCdmadian securities authorities.

Readers of this Management'’s Discussion and Arebtsbuld refer to the section entitled “Risk Fegtdon Grande
Cache Coal’'s 2006 Management’s Discussion and Argabnd 2006 Annual Information Form for factorsickh
could potentially impact the Corporation’s finangarformance and its ability to meet its targets.

All references are to Canadian dollars unless wofiserindicated.
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Financial Overview

March 31 March 31

(millions of dollars) 2007 2006
Balance Sheet

Total assets 107.5 90.7

Long-term liabilities 13.9 13.5

Shareholders’ equity 69.8 50.1

Three months ended

Twelve months ended

March 31 March 31
(millions of dollars, except per share amounts) 2007 2006 2007 2006
Income Statement
Revenue 13.8 27.0 101.3 90.1
Cost of sales 15.3 26.7 93.2 112.3
Loss from operations (4.2) (2.1) (2.4) (31.2)
Net loss 4.7) (2.6) (7.0) (32.1)
Basic and diluted net loss per share (0.10) (0.06) (0.14) (0.79)

Three months ended

Twelve months ended

March 31 March 31

(millions, except per tonne amounts) 2007 2006 2007 2006
Statistics

Clean coal production 0.2 0.3 1.0 1.0

Coal sales 0.2 0.2 1.0 0.9

Average sales price ($/tonne) 78 122 101 100

Average cost of sales ($/tonne) 86 121 93 124

Average cost of production ($/tonne) 68 86 63 98



Grande Cache Coal Corporation
Management's Discussion & Analysis

Revenue

Sales volumes in the fourth quarter were 0.2 nmilionnes generating revenue of $13.8 million, cawpao sales
volumes of 0.2 million tonnes and revenue of $2#illon in the same period last year.

During the quarter, the average price achieved @ Jollar denominated sales decreased to U.S.&7Topne,
down from U.S.$107 per tonne in the comparable tqualhe current period sales volumes included lcakdng

coal sales (42%) at an average price of U.S.$8%grere and Pulverized Coal Injection (PCI) sales%3 at an
average price of U.S.$65 per tonne. The averagadiam dollar equivalent on U.S. dollar denominatates was
$91 per tonne, down from $123 per tonne in last’gdaurth quarter. Thermal coal sales to the neammg power
plant facility were at an average price of $34 weme (23% of volume), resulting in an average @aradollar
sales price of $78 per tonne, compared to $1220pee in the same period last year.

Grande Cache Coal's sales volumes for the year wérenillion tonnes generating revenue of $101.Bianj, an
increase from last year’s sales volumes of 0.9aniltonnes and revenue of $90.1 million.

The average U.S. dollar sales price in fiscal 2D@reased to U.S.$93 per tonne, up from U.S.$91tqame last
year. The annual sales volumes included hard catdag sales (76%) at an average price of U.S.$&0@gmne and
PCI sales (17%) at an average price of U.S.$65qere. The average Canadian dollar equivalent & dollar
denominated sales was $106 per tonne in compats@&108 per tonne in the prior year, reflectingt@rger
Canadian dollar. Thermal coal sales to the neighbopower plant facility accounted for 7% of theatosales
volumes and carried an average Canadian price 4fp®8 tonne. Overall, the average realized Canadalar
sales price for the year was $101 per tonne, htsligrease from $100 per tonne in fiscal 2006.

Production Costs and Cost of Sales

The Corporation’s fourth quarter clean coal proauctost decreased 21% to $68 per tonne, from &8égmne in
the same period last year. Ceasing to operate uhfiace mine with a contractor, combined with impmdv
productivities in the underground mine and proqaast, contributed to the decrease in costs froenchmparable
quarter.

As a result of poor rail service, in early Janudug Corporation temporarily suspended operatiorieérprocessing
plant and underground mine to control coal inventtmvels at the mine site. The suspension of mirangl

processing activities had a negative impact onuttie cost during the quarter because of the low poaduction

volume.

The cost of coal produced for the year was $63tqane, a 36% decline from $98 per tonne last yEhere were
significant productivity gains and cost reductiathi@vements during the year which led to the caogirovement.
The Corporation also ended its relationship wishsitirface mine contractor during the third quarsrsuch there
was no surface mining activity during the last fomonths of the year. As part of this transitiore thorporation
capitalized certain stripping costs totaling $4 i8iom.

Cost of sales in the fourth quarter were $15.3iom|l or $86 per tonne, compared to $26.7 million$©21 per
tonne in the same period last year. The cost @&ssabnsisted of cost of product sold of $11.5 omll{($65 per
tonne) and distribution costs of $3.8 million ($24r tonne). The cost of product sold and distrdrutiosts for the
fourth quarter of fiscal 2006 were $20.8 millior®gbper tonne) and $5.9 million ($27 per tonne)peesvely.

The decrease in the unit cost of product sold ignipa result of not operating the surface minethie fourth

quarter. The decrease in the distribution unit cast be attributed to a high proportion of thercwdl sales to the
neighboring power plant facility, which carried @M transportation cost because the coal was nospated by
rail.



Grande Cache Coal Corporation
Management's Discussion & Analysis

The cost of sales for the year was $93.2 millior$@8 per tonne compared to $112.3 million or $12dtpnne in
fiscal 2006. Included in the cost of sales are oégiroduct sold of $64.4 million ($64 per tonnedadistribution
costs of $28.8 million ($29 per tonne). The cospadduct sold and distribution costs in fiscal 200ére $91.4
million ($101 per tonne) and $20.9 million ($23 penne), respectively.

The decrease in the unit cost of product sold caethb#o the prior period is a result of improved darctivities
across all areas of the operation, a lower sttip ia the surface mine and a higher plant yielde Torporation has
also made a concerted effort to eliminate the sesvdf contractors and replace the essential s=rwiith Grande
Cache Coal employees and equipment.

The increase in distribution costs during the yegrimarily a result of a higher proportion of gfiients to eastern
North America which carry higher rail rates tharipstents to port in western Canada, and the imp&adued
surcharges on rail costs.

Other Operating Expenses

General and administrative expenses during thegéncreased to $1.6 million from $1.3 million imetprior year.
Included in these costs were head office admiriggand marketing charges of $1.1 million ($1.1liom — 2006),
non-cash charges for stock-based compensation.4frlion ($0.2 million — 2006) and a foreign exctge loss of
$0.1 million (nil — 2006).

For the year, general and administrative expenses $6.0 million, compared to $5.3 million in fis@)06. These
costs included head office administrative and mangecharges of $4.0 million ($4.3 million — 2006)on-cash
charges for stock-based compensation of $1.4 mil{&0.8 million — 2006) and a foreign exchange l06$0.6
million ($0.2 million — 2006).

Fourth quarter depreciation, depletion and acanetizarges were $1.1 million in both the current aathparable
period. Depreciation, depletion and accretion esperfor the year were $4.4 million, up from $3.7liam in the
prior period. The increase is mainly due to theitamltand productive use of more capital assets.

Other Income (Expenses)

The Corporation’s interest and other income wad $@illion in the fourth quarters of both the curremd prior

year, while interest and other income was $0.4ionilin fiscal 2007 compared to $0.6 million lastayelnterest and
other income consists primarily of interest earnadrestricted cash, interest earned on short tamestments and
access fees charged for the use of roads belotgihg Corporation.

Interest and other expenses were $0.5 million énftlurth quarter compared to $0.4 million in thensgperiod last
year and $1.7 million for the year compared to $@ilflion in fiscal 2006. Interest and other expemgonsist
primarily of interest paid on the revolving andntedebt.

Non-recurring charges were $2.5 million during tlegar. These expenses consist of $0.3 million aseafdr the
cancellation of a planned equipment purchase irs¢itend quarter and $2.2 million in demobilizatomsts paid to
the surface mining contractor in connection with thrmination of the contract in the third quarter.
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Liquidity and Capital Resources

At March 31, 2007, Grande Cache Coal had cash asld equivalents of $4.6 million, an increase oB3dillion
during the quarter and $3.6 million over the yéidris compares to a cash decrease of $1.5 millidashyear’s
fourth quarter and a decrease of $34.5 millionrdufiscal 2006.

Operating activities in the fourth quarter genedatash of $1.6 million in contrast to a cash desmeaz $1.2 million
in the comparable quarter. Year to date operatitigities resulted in a cash decrease of $16.8anillcompared to
a cash decrease of $38.7 million in fiscal 2006.

Financing activities during the fourth quarter fésti in a cash decrease of $39 thousand compared dash
increase of $1.4 million in the same quarter la&stry During the twelve months of fiscal 2007, ficiag activities
generated cash of $28.7 million. The Corporati@msetl a bought deal equity financing for net prose&d$25.3
million in the first quarter. A total of 10.0 mitln units of the Corporation were issued at a pofc$2.70 per unit
for gross proceeds of $27.0 million. Share issuaswsts related to the bought deal equity financiege $1.7
million.

The Corporation has a $15.0 million revolving ctddrility used to fund working capital requiremgnThe net
proceeds from the revolving facility during fis@007 were $3.5 million bringing the balance at NtaBd, 2007 to
$15.0 million.

Investing activities in the fourth quarter led taash decrease of $0.6 million compared to $1.8amilast year. In
both periods the main source of the cash use wasviestment in capital projects.

Cash used in investing activities since March 3&was $8.3 million compared to $14.9 million iscal 2006.
The current year’s spending for capital projects %&.6 million, which was net of a deposit refuricd.0 million.
Also included in investing activities was $4.3 moifl for prestripping activities in the surface mine

Grande Cache Coal believes the current revolvirglitia is sufficient to fund its ongoing working péal
requirements. The Corporation expects to maintaifficeent inventory levels at the port to meet aumser
requirements, provided adequate rail service idabla. At March 31, 2007, the Corporation had 83fillion in
coal inventory, compared to $30.9 million at thel efithe previous quarter.

The Corporation did not have any off-balance sfieancing structures in place at March 31, 2007e dhly long
term liabilities of the Corporation are asset egtient obligations with a present value of $3.8iamll capital lease
obligations of $0.1 million and long term debt df0$0 million. Grande Cache Coal's asset retirenadfigations
are covered by a cash deposit of $0.1 million aitkis of credit totaling $5.5 million provided tioe Alberta
Government, which are presently secured by restticash.

Grande Cache Coal is finalizing the acquisitioradieet of mining equipment with which to operate surface
mine. Financing for the equipment is currently lgeimegotiated and is expected to result in a contibimaf lease
and debt financing. As of March 31, 2007, the Coafion has placed U.S.$0.8 million in deposits onface
mining equipment which is projected to be onsitethie second quarter of fiscal 2008. It is anticdathat
operations in the surface mine will resume in Smbker 2007, conditional upon timely delivery of thening
equipment and the availability of skilled labour ftommissioning the equipment. Capital expenditdoesthe
surface mine are expected to total approximate®/ 8lion during fiscal 2008, with approximately $3million to
be incurred in the first quarter and the balanddénsecond and third quarters.
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Summary of Quarterly Results

2007 2006 2005
(millions, except per unit amounts) Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4
Clean coal production 0.2 0.3 0.2 Q.3 0.3 0.2 03 .2|0 0.2
Coal sales 0.2 0.3 0.3 0|2 0.2 0.2 0.4 0.1 0.2
Average sales price ($/tonne) 78 95 103 125 122 106 90 81 65
Average cost of sales ($/tonne 86 88 97 101 121 0 13 109 172 111
Average cost of production 68 63 63 60 86 99 104 110 94
($/tonne)
Revenue 13.8 28.7 298 290 27.0 19.2 34.5 0.4 11.9
(Loss) income from operations (4.2) 0.6 (0.9) .1 2.1 (6.5) (10.2) (12.4) (10.3)
Net (loss) income 4.7) (2.2) (1.8) 17 (2.6) (6.9§10.5) (12.2)] (10.2
Basic and diluted net (loss) (0.10) (0.04) (0.03) 0.03 (0.06) (0.17) (0.26) @.8 (0.27)
income per share

Outlook

Metallurgical Coal Markets

Coal sales volumes for fiscal 2008 are expectebeton the range of 1.4 to 1.6 million tonnes, coggint upon
adequate rail service and a timely startup of thiéase mine. It is projected that coking coal waiticount for 90% of
the total sales volumes and achieve an average pfiapproximately U.S.$85 per tonne. It is antogal that PCI
sales will account for 10% of the total sales vadsnand realize an average price of approximate8/$68 per
tonne.

Grande Cache Coal is maintaining a focus on expgnaid diversifying its customer base geographicaiwell as
within traditional markets to mitigate delays insgel nominations. The demand for metallurgical egkioal is
expected to remain strong over the medium termakiwide supply and demand remains balanced.

Operations

It is projected that operations in the surface mifleresume in September 2007, contingent uporeklyndelivery of
the mining equipment and the availability of sldli&bour for commissioning the equipment. Once $uitface
mine operations resume the combination of a lowsp satio and the anticipated productivity improvents are
expected to reduce production costs from 2007 sevel

The Corporation is continuing to focus on cost oaraind productivity improvements in the undergrdumine and
the process plant. These areas are not affectatebghange in the surface mining activities anchwibntinued
underground mine production the Corporation expéctsill produce sufficient coal volumes to mees ales
commitments for the first half of the fiscal yedollowing which the surface mine operations are eetpd to
resume.

Production levels for fiscal 2008 will continue b® managed according to scheduled sales volumeshand
maintenance of adequate inventory levels.

Capital Expenditures

The Corporation anticipates spending approximekély millionon capital additions and a drilling program in &ic
2008. Grande Cache Coal is finalizing the acqoisitbf a fleet of mining equipment with which to ope the
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surface mine. Financing for the equipment is culydmeing negotiated and is expected to resultéombination of
lease and debt financing. Expenditures on equiprfanthe Corporation’s surface mining fleet are ected to
approximate $32 million and will occur primarily giog the second and third quarters of the year. Chgporation
has placed deposits on a mining shovel, a miniibadrd a fleet of haul trucks. It is anticipatdtht operations in
the surface mine will resume in September 2007ditimmal upon timely delivery of the mining equipnend the
availability of skilled labour for commissioningettequipment.

Other Information

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

As at May 18, 2007, there were 50,768,688 commaneshissued and outstanding, and the followingesbptions
were also outstanding:

Number Number Exercise

Share Options Outstanding Granted Vested Price Expiry Date

1,058,334 1,058,334 $1.00 March 21, 2009
162,500 162,500 $3.70 July 21, 2009
37,500 37,500 $3.70 August 8, 2009
125,000 125,000 $11.56 March 15, 2010
10,000 10,000 $9.08 June 9, 2010
75,000 37,500 $4.50 October 18, 2010
655,000 218,333 $2.44 April 11, 2011
525,000 - $1.05 October 11, 2011
175,000 - $1.05 November 16, 2011
125,000 - $0.79  December 14, 2011

Total 2,948,334 1,649,167

Additional Information

Additional information regarding the Corporationdaits business operations, including the Corpon&i@annual
information form for the fiscal year ended March, 2D06, is available on the Corporation’s SEDAR pany
profile atwww.sedar.com
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Consolidated Balance Sheets
(thousands of Canadian dollars)

March 31 March 31
(unaudited) 2007 2006
Assets
Current assets
Cash and cash equivalents 4,614 $ 973
Restricted cash (note 2) 6,528 6,138
Accounts receivable 5,129 2,836
Inventory (note 3) 34,677 26,509
Prepaid prestrip charges (note 4) 4,193 -
Prepaid expenses 1,769 1,490
56,910 37,946
Deposit for future reclamation expenditures 82 82
Capital assets (note 5) 50,473 52,720
107,465 $ 90,748
Liabilities
Current liabilities
Accounts payable and accrued liabilities 8,788 $ 15,653
Revolving debt (note 6) 15,000 11,500
23,788 27,153
Long term debt (note 6) 10,000 10,000
Asset retirement obligations (note 7) 3,783 3,470
Capital lease obligations 104 -
37,675 40,623
Shareholders’ Equity
Share capital (note 8) 126,979 101,715
Contributed surplus 3,036 1,621
Deficit (60,225 (53,211)
69,790 50,125
107,465 $ 90,748

Commitments and Contingencies (note 13)

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

Three months ended

Twelve months ended

March 31 March 31

(unaudited) 2007 2006 2007 2006
Revenue $ 13,788% 26,971% 101,251% 90,106
Expenses

Cost of product sold 11,552 20,753 64,398 91,385

Distribution 3,780 5,964 28,841 20,888

General and administrative 1,571 1,288 6,000 5,335

Depreciation, depletion and accretion 1,113 1,098 4,409 3,686

18,016 29,103 103,648 121,294

Loss from operations (4,228 (2,132 (2,397, (31,188)
Other income (expenses)

Interest and other income 89 147 399 578

Interest and other expenses (508) (355] (1,751 (747)

Non-recurring charges (note 9) - - (2,541 -
Loss before taxes (4,647 (2,340 (6,290 (31,357)
Taxes (100 (280) (724) (761)
Net loss (4,747 (2,620 (7,014 (32,118)
Deficit, beginning of period (55,478 (50,591 (53,211 (21,093)
Deficit, end of period $ (60,225% (53,211% (60,225% (53,211)
Net loss per shargnote 10)

Basic and diluted $ (0.10'% (0.06)$ (0.14)% (0.79)

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

Three months ended

Twelve months ended

March 31 March 31
(unaudited) 2007 2006 2007 2006
Cash provided by (used for)
Operating activities
Net loss $ (4,747% (2,620% (7,014)% (32,118)
Items not affecting cash
Stock-based compensation (note 11) 392 185 1,415 767
Unrealized foreign exchange loss 108 2 25 277
Depreciation, depletion and accretion 1,113 1,098 4,409 3,686
(3,134 (1,335 (1,165) (27,388)
Net change in non-cash working capital relating
operating activities 4,714 111 (15,650 (11,345)
1,580 (1,224 (16,815 (38,733)
Financing activities
Proceeds on revolving and term debt (note 6) - 1,500 3,500 21,500
Proceeds on issuance of share capital (note 8) - - 27,000 1,545
Share issuance costs (note 8) - - (1,736 (1)
Payment on capital lease obligations (39) - (39) -
Repayment of notes payable (note 12) - - - (3,752)
Net change in non-cash working capital relating
financing activities - (145 - -
(39) 1,355 28,725 19,292
Investing activities
Additions to mineral properties and development (44) (254 (2,219 (4,456)
Additions to buildings and equipment (549 (1,173 (1,376 (12,350)
Restricted cash (note 2) - (207, (390; 3,501
Net change in non-cash working capital relating
investing activities 6 (69 (4,333 (1,592)
(587 (1,603 (8,318 (14,897)
Effect of foreign exchange on cash and cash
equivalents (34) (2) 49 (144)
Increase (decrease) in cash and cash equivalents 920 (1,474 3,641 (34,482)
Cash and cash equivalents, beginning of period 3,694 2,447 973 35,455
Cash and cash equivalents, end of period $ 4,614% 973 % 4,614% 973

See accompanying notes to the consolidated financial statements.
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Notes to Consolidated Financial Statements
March 31, 2007

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

1.

3.

4.

Basis of Presentation

The interim consolidated financial statements ef@orporation have been prepared in accordanceGaittadian
generally accepted accounting principles. The ime@onsolidated financial statements have beengpegpusing
the same accounting policies as the consolidateshéial statements for the fiscal year ended Madgt2006.

The interim consolidated financial statements sthdug read in conjunction with the Corporation’s ited
consolidated financial statements and notes théoetihe year ended March 31, 2006.

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

Restricted Cash

Cash secured letters of credit in the amount B3 have been provided to the Alberta Minister imaRce for
security to cover anticipated costs of reclamafiomthe Corporation’s mining areas, processinglitees and
surrounding infrastructure, including $90 providadthe second quarter of this year. In additiorshcaecured
letters of credit of $1,000 have been made avalablservice providers, including $300 providedthe first

quarter of this year.

Inventory
March 31 March 31
2007 2006
Coal inventory $ 30,251 % 25,041
Materials inventory 4,426 1,468
Total $ 34,677 $ 26,509

Prepaid Prestrip Charges

In accordance with EIC-160: Stripping Costs Incdria the Production Phase of a Mining Operatiorg th
Corporation has capitalized certain stripping casfiscal 2007, including $3.3 million during tlsecond quarter
and $1.0 million during the third quarter, due tinimg conditions in which the surface mine contoactvas
winding down its activities for the Corporation. ihg the transition period, the contractor’s effontere focused
on removing waste to maximize the coal readily ladé to the Corporation, which had the affecteshporarily
increasing the strip ratio in the mine for the Haraf future periods. These deferred charges bdlamortized
over the future production generated by the stigictivity which occurred during the second andithuarters.

Fourth quarter amortization charges were $132.

Capital assets

March 31 March 31
2007 2006
Mineral properties and development $ 19,788 $ 21,074
Buildings and equipment 30,456 31,646
Capital leases 229 -
$ 50,473 $ 52,720
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Grande Cache Coal Corporation
Notes to Consolidated Financial Statements
March 31, 2007

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

6.

Revolving and term debt

During the third quarter of fiscal 2006, the Comteon entered into a $20 million secured creditilitsc
consisting of a $10 million term facility and a $fllion revolving facility. Interest was payableomthly at a
rate of prime plus 2% per annum.

The Corporation amended and extended its secuedlit ¢acility on March 28, 2006. The restated créaicility
consisted of a $10 million term facility and a $t8lion revolving facility with interest payable mthly at a rate
of prime plus 2% per annum. The amended facilitied a maturity date of April 8, 2007, subject tore year
extension option.

In the fourth quarter, the Corporation exercissdoption to extend its $10 million term facilityca$15 million
revolving facility for an additional year. The cieéhcilities are secured by a general securityeagrent with
interest payable monthly at a rate of prime plusgannum and have a maturity date of April 8,200

The credit facilities are being used to finance ®erporation’s working capital and also allowed ftve

retirement of a $5 million loan the Corporatione®ed from a member of the Board of Directors ia third

quarter of fiscal 2006. The loan was secured by iovantory at port, was interest bearing at 8% qu@mum and
repayable 2 months from the date of receipt.

The net repayment on the revolving facility duriting first quarter was $670 bringing the balancduate 30,
2006, to $10,830. The net repayment on the revglfaeility during the second quarter was $3,330idirig the
balance at September 30, 2006, to $7,500. Theansdwing on the revolving facility during the thigharter was
$7,500 bringing the balance at December 31, 2@0$15,000. The revolving facility had a balancé&®5,000 at
March 31, 2007.

Asset Retirement Obligations

Future asset retirement obligations were calculateskd on the Corporation’s estimated costs tdlfitff legal
asset retirement obligations. The Corporation Istisnated the net present value of its asset reéintimbligations
to be $3,783 as at March 31, 2007, based on aftdtatke liability of $7,225. The Corporation’s citeddjusted
risk free rates range from 5.5% to 7.6% dependimghe period when the provision originated andtéren of
estimated years to reclamation.

The following table reconciles the Corporation’setgetirement obligations:

Balance — March 31, 2005 $ 2,338
Increase in liability 935
Accretion expense 197
Balance — March 31, 2006 $ 3,470
Increase in liability 72
Accretion expense 241
Balance — March 31, 2007 $ 3,783
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2007

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

8.

Share Capital
Authorized

Unlimited common shares
Unlimited preferred shares, issuable in series

Issued
Stated
(thousands) Number Value
Common shares
Balance — March 31, 2006 40,769 301,715
Shares issued on bought deal equity financing 0,0aD 27,000
Balance — March 31, 2007 50,769 128,715
Less: Share issuance costs 1,736
$_126,979

On April 5, 2006, the Corporation closed a bougrdldequity financing. At closing, a total of 1@xlllion units
(“Units”) of the Corporation were issued at a prafe$2.70 per Unit for gross proceeds of $27.0iamill Each
Unit consisted of one common share and one-hatinef common share purchase warrant of the Corparatio
each whole warrant entitling the holder thereohtguire one common share at a price of $3.40 paesimtil
April 5, 2007.

Share issuance costs related to the bought deiy digancing were $1,736 in the first quarter @Z. Warrants
to purchase an aggregate of 500,000 Common Shiaaesexercise price of $3.40 per share until Apri2007,
were also issued to the agents.

Non-recurring Charges

In the second quarter of 2007, Grande Cache Coatried a charge of $335 for cancelling a commitntent
purchase mining equipment from a major equipmentufacturer.

During the third quarter of 2007, demobilizatioraofes of $2,206 were paid by the Corporation taNor
American Energy Partners as part of ending a cotiarelationship.

These expenses are not expected to occur agdie future and have been classified as non-recucosts. The
non-recurring costs have been classified as Otkpeiises as they are not part of the continuingaapy
operations of the mine.
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2007

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

10.

11.

Net Loss per Share

The following table reconciles the denominatorstfasic and diluted net loss per share calculatibhs.treasury
stock method is used to determine the dilutivectftd the share options. There was no dilutive affer the
Corporation’s outstanding share options and wasrastthey were not in-the-money during the quasted, the
effect of all option and warrant exercises wouldabé-dilutive to the loss per share in the prieasy

Three months ended Twelve months ended
March 31 March 31
2007 2006 2007 2006
Weighted average shares
outstanding — basic and diluted 50,769 40,769 680 40,658
Net loss $ (4,747) $ (2,620) $ (7,014) $ (32,118)
Net loss per share:
Basic and diluted $ (0.10) $ (0.06) $ (0.14) $ (0.79)

Stock-Based Compensation

The Corporation has a share option plan, purswamthich the Board of Directors or a committee tbénmay
from time to time grant options to purchase comrmsloares. Total stock-based compensation expenisel@atin
general and administrative expenses for the fogudrter was $392, compared to $185 in the sameeguast
year and was a result of options granted pursuatite Corporation’s share option plan. The yeatdte stock
based compensation was $1,415, compared to $76@ jrior year.

As part of the Corporation’s share option plan,April 12, 2006, 900 thousand options to purchasaroon
shares were granted to employees and directorkeoCobrporation at an exercise price of $2.44 pareshon
October 12, 2006, 525 thousand options to purchasenon shares were granted to employees and diseafto
the Corporation at an exercise price of $1.05, omd¥hber 17, 2006, 175 thousand options to purcbasenon
shares were granted to employees of the Corporatian exercise price of $1.05 and on Decembe2d®5, 125
thousand options to purchase common shares wenéedréo employees of the Corporation at an exeimise
of $0.79. The options have a five year term andsabgect to an 18 month vesting period.

On July 28, 2006, 35 thousand options to purchasenon shares were cancelled, on September 26, PZ8®6
thousand options to purchase common shares werelidy on October 26, 2006, 5 thousand options to
purchase common shares were cancelled, on NovehtheP006, 23 thousand options to purchase common
shares were cancelled, on November 30, 2006, 28#mal options to purchase common shares were tzhcel
on December 25, 2006, 13 thousand options to psecbhammon shares were cancelled, on February 07, 20
12 thousand options to purchase common shares e@reelled, on March 2, 2007, 12 thousand options to

purchase common shares were cancelled and on Nar&@007, 20 thousand options to purchase commanesh
were cancelled.

The fair value of each share option granted isves®d on the date of the grant using the Black-fgshoption

pricing model, using an estimated volatility at tivae of each grant between 42% and 86%, risk-finéerest
rates of 3% to 4% and expected lives of five years.
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Grande Cache Coal Corporation

Notes to Consolidated Financial Statements

March 31, 2007
(Unaudited)

(thousands of Canadian dollars, except per share amounts)

12.

Details of the share options outstanding are dgvist

Common Shares

Weighted
Average
Exercise
(thousands of shares) Number Price
Outstanding — March 31, 2006 1554 $ 273
Granted 900 2.44
Cancelled - -
Exercised

Outstanding — June 30, 2006
Granted

Cancelled

Exercised

Outstanding — September 30, 2006
Granted

Cancelled

Exercised

Outstanding — December 31, 2006
Granted

Cancelled

Exercised

Outstanding — March 31, 2007

2454 $ 262

(223) 3.48
2,231 2.54
825 1.01
(64) 4.44
2,992 2.08
(44) 2.44
2,948 2.07

Of the share options outstanding at March 31, 2Q(PA8 thousand options expire in 2009, 210 thadiggaions

expire in 2010, and 1,480 thousand options expi20il 1.

Details of the share options exercisable at M&8%H007 are as follows:

Common Shares

Weighted
Average

Exercise
(thousands of shares) Number Price
1,058 $ 1.00

200 3.70

125 11.56

10 9.08

38 4.50

218 2.44
1,649 $ 2.45

Notes Payable
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The Corporation entered into a coal sale agreextateid April 13, 2004, with a Japanese trading camgthe
“Trading Co.”) for the sale of approximately 25000@onnes of metallurgical coal to the Trading Cg. b
September 30, 2005. In conjunction with the cadé sgreement, the parties entered into an advaagment
agreement pursuant to which the Trading Co. agreedivance U.S.$4,000 to the Corporation. As theack

was denominated in U.S. dollars, changes in the/CaBadian dollar exchange rate impacted the cayryalue
of the note.



Grande Cache Coal Corporation

Notes to Consolidated Financial Statements
March 31, 2007

(Unaudited)

(thousands of Canadian dollars, except per share amounts)

13.

14.

Repayment of the advance occurred through a rexdudtithe price per tonne otherwise payable byTialing
Co. for coal delivered under the coal sale agreéniauring the second quarter of 2006, the remaindéne coal
under the agreement was shipped and the balancg aveis repaid.

Commitments and Contingencies

The Corporation had previously made commitmenjsutechase a mining shovel and a drill from a majaring
equipment manufacturer. The estimated total coth@Equipment was U.S.$16 million, with progreagments
required over the course of the manufacturing pec€he Corporation cancelled this commitment quteSeber

8, 2006. To the date of cancellation, progress mays of U.S.$4.7 million had been paid towards this
commitment. Of the U.S.$4.7 million already paid.S\$3.4 million has was used to purchase undergroun
mining equipment from the same vendor, U.S.$0.3onilwas retained by the vendor as a cancellatan &nd
U.S.$1.0 million was returned to the Corporation.

Grande Cache Coal has commitments to purchase gnagoipment from heavy equipment distributors fo t
purpose of operating the surface mine. Includetiése commitments are a mining shovel with an eséchtotal

cost of U.S.$4.7 million, a mining drill with antemated total cost of U.S.$1.9 million, and hauicks with an

estimated total cost of U.S.$5.5 million. At Margh, 2007, deposits of U.S.$0.8 million have beeacgd on this
mining equipment.

Subsequent Events

On April 5, 2007, 5,000,000 warrants entitling tridder to purchase one Common Share at a pric8.40%ach
expired. On the same day, warrants entitling agenfsurchase an aggregate of 500,000 Common Shaaas
exercise price of $3.40 per share also expired.

On April 26, 2007, the Corporation placed a U.2$0million deposit on a mining drill for the suc& mine
operations. To date, the total deposit placed emtming drill is U.S.$0.5 million.

On May 9, 2007, the Corporation placed a U.S.$1lillom deposit on the haul trucks for the surfacien
operations. To date, the total deposit placed erhtul trucks is U.S.$1.45 million.
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READER ADVISORY

Non-GAAP Financial Measure

This news release contains the term "EBITDA" whigmot a recognized measure under Canadian genakpted
accounting principles ("GAAP"). 1t is therefore likely to be comparable to similar measures preskrty other
companies. Management defines EBITDA as income foparations before depreciation, depletion and edicer

expense. EBITDA is presented on a consistent bemis period to period. Management uses EBITDA tseas the
operating performance of Grande Cache Coal's oggbirsiness without the effects of depreciation,letegn and

accretion expenses, interest, tax and non-recuitémgs. Management excludes depreciation, depletimh accretion
expense because it largely depends on the accgumithods and assumptions used, as well as noatopefactors

such as the historical cost of capital assets. ament excludes non-recurring items because theyramsitional in

nature. Management believes that in addition tonme from operations, EBITDA is a useful supplememtaasure as it
allows management to compare Grande Cache Coaltatoy performance on a consistent basis. Manageedieves

that certain investors and analysts use EBITDA éasnre a company's ability to service debt andetet mther payment
obligations, or as a common valuation measuremerihé mining industry. The most comparable GAAPaficial

measure is income from operations.

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 noagiess of future performance and undue relianceldmmt 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, chamgegneral economic, market and business conditionsertainties
associated with estimating the quantity and qualftgoal 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 persomeaitogical, 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; actiopgovernmental
or regulatory authorities including increasing t&@nd changes in other regulations; and the ogweref unexpected
events involved in coal mine development and pridncMany of these risks and uncertainties aredesd in Grande
Cache Coal's 2006 Annual Information Form, Grandehe Coal's Management's Discussion and Analysisotirer
documents Grande Cache Coal files with the Canasbanrities authorities. Copies of these documargsavailable
without charge from Grande Cache Coal or may besssd 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:
Anita L. Roncin, Vice President, Finance and CRieancial Officer
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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