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NOTICE OF NO AUDITOR REVIEW OF CONDENSED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

The accompanying unaudited condensed interim consolidated financial statements have been
prepared by management and approved by the Audit Committee and the Board of Directors.
Prophecy Coal’s independent auditors have not performed a review of these condensed interim
consolidated financial statements in accordance with the standards established for a review of interim
financial statements by an entity’s auditors.



PROPHECY COAL CORP.
Condensed Interim Consolidated Statements of Financial Position
(Unaudited) (Expressed in Canadian Dollars)

September 30 December 31
Notes 2012 2011
Assets
Current assets
Cash and cash equivalents 5 $ 4 462052 $ 3,480,050
Restricted cash 5,10(d) 10,189,400 -
Receivables 6 1,584,986 1,105,429
Prepaid expenses 7 2,986,327 609,357
Available-for-sale-investments 8 - 3,839,988
19,222,765 9,034,824
Non-current assets
Restricted cash 5 667,524 -
Exploration deposit 118,278 -
Reclamation deposits 6,500 6,500
Receivables 6 - 2,137,031
Equipment deposits and other - 2,053,613
Available-for-sale-investments 8 961,032 3,796,175
Property and equipment 9 61,527,848 51,645,276
Mineral properties 10 81,704 920 62,169,481
$ 164,208,865 130,842,900
Liabilities and Equity
Current liabilities
Accounts payable & accrued liabilities 11 $ 5,390,859 1,364,890
Loans payable 12 9,734,642 -
15,125,501 1,364,890
Non-current liabilities
Provision for closure and reclamation 294 262 257,355
15,419,763 1,622,245
Equity
Share capital 13 145,679,507 134,492,080
Resenes 18,698,107 17,138,468
Accumulated other comprehensive loss (4,491,286) (1,842,782)
Deficit (42,966,174) (53,375,529)
Equity attributable to owners of the Company 3 116,920,154 96,412,237
Equity attributable to non-controlling interests 3 31,868,948 32,808,418
Total Equity 148,789,103 129,220,655
$ 164,208,865 $ 130,842,900
Approved on behalf of the Board:
"Joseph Li" "Greg Hall"
Director Director

See Accompanying Notes to Condensed Interim Consolidated Financial Statements. 4



PROPHECY COAL CORP.

Condensed Interim Consolidated Statements of Operations and Comprehensive Loss

(Unaudited) (Expressed in Canadian Dollars)

Three months ended September 30, Nine months ended September 30,

Notes 2012 2011 2012 2011
General and Administrative Expenses
Consulting and management fees 381,812 % 399,060 % 950,214 % 1,065,316
Share-based payments 13 475,409 3,378,471 3,604,683 5,773,313
Advertising and promotion 561,584 272,579 1,800,438 603,896
Professional fees 386,000 524,900 886,041 819,195
Travel and accommodation 107,618 114,974 301,060 481,316
Stock exchange and shareholder senices 65,9200 164,841 223,990 256,808
Salary and benefits 271,057 113,652 777,771 272,144
Office and administration 408,264 97,183 564,755 253,891
Insurance 60,240 32,352 165,354 81,508
Director fees 145,910 59,608 285,818 66,314
Mine site expenses 58,473 - 58,473 -
Amortization 48,096 38,723 160,327 79,728
Loss Before Other Items and
Deferred Income Tax Recovery (2,970,363) (5,196,343) (9,778,924) (9,753,429)
Other Items
Interest income 11,976 - 49,007 113,931
Interest expense (487,652) (6,241) (545,252) -
Financing costs (150,000) - (150,000) -
Loss on acquisition of mineral properties - - - (3,527,397)
Loss on sale of investments (1,702,395) - (1,720,014) -
Investment income - 21,934 - 21,934
Foreign exchange gain (loss) 2 (676) 478,543 (42,735) 401,986
Mineral property write off 10 - - (190,980) -
(2,328,747) 494,236 (2,599,974) (2,989,546)
Loss Before Deferred
Income Tax Recovery (5,299,110) (4,702,107) (12,378,898) (12,742,975)
Deferred income tax recovery 160,247 - 213,532 -
Net Loss for Period (5,138,863) (4,702,107) (12,165,366) (12,742,975)
Fair value gain (loss) on available-for-sale investments 688,744 (808,024) (653,028) (1,174,209)
Unrealized loss on foreign exchange (646,474) - (2,161,826) -

Comprehensive Loss for Period

(5,096,593) $

(5,510,131) $

(14,880,220) $

(13,917,184)

Net loss for period attributable to:
Owners of the Company
Non-controlling interest

(3,729,290) $
(1,409,573)

(2,361,868) $
(2,340,239)

(8,531,884) $
(3,633,482)

(8,705,873)
(4,037,102)

(5,138,863) $

(4,702,107) $

(12,165,366) $

(12,742,975)

Comprehensive loss for period attributable to:

Owners of the Company (3,448,702) $  (2,918,992) $ (11,253,382) $  (9,732,426)
Non-controlling interest (1,647,892) (2,591,139) (3,626,838) (4,184,758)
(5,096,593) $  (5,510,131) $ (14,880,220) $ (13,917,184)
Loss Per Common Share, basic and diluted (0.02) $ (0.02) $ (0.06) $ (0.07)
Weighted Average Number of
Shares Outstanding 227,407,328 195,008,886 218,573,241 191,372,837
See Accompanying Notes to Condensed Interim Consolidated Financial Statements. 5



PROPHECY COAL CORP.

Condensed Interim Consolidated Statements of Changes in Equity
(Unaudited) (Expressed in Canadian Dollars)

Accumulated Equity
Other attributable Non-
Numbers Share Comprehensive to owners of controlling
of shares Capital Resenes Loss Deficit the Company Interest Total

Balance, January 1, 2011 184,981,199 $ 125,458,376 $ 13,689,514 $ (512,616) $ (27,579,123) $ 111,056,151 -9 111,056,151
Expired escrowed shares cancelled (187,500) - - - - - - -
Options exercised 1,500,300 1,206,623 (522,504) - - 684,119 - 684,119
Warrants exercised 11,762,298 7,364,483 - - - 7,364,483 - 7,364,483
Share-based payments - - 3,801,550 - - 3,801,550 2,570,973 6,372,523
Non-controlling interest on acquisition

of Prophecy Platinum Corp. - - - - - - 5,725,409 5,725,409
Expiry of options - - (112,558) - 112,558 - - -
Loss for the period - - - - (10,956,801) (10,956,801) (1,786,174) (12,742,975)
Distribution to shareholders on spin-off - - - - (18,475,792) (18,475,792) 18,475,792 -
Unrealized loss
on available-for-sale-invesments - - - (1,174,209) - (1,174,209) - (1,174,209)
Balance, September 30, 2011 198,056,297 134,029,482 $ 16,856,002 (1,686,825) (56,899,158) 92,299,501 24,986,000 117,285,501
Balance, January 1, 2012 201,109,422 134,492,080 17,138,468 (1,842,782) (53,375,529) 96,412,237 32,808,418 129,220,655
Private placement, net of share issue costs 22,363,866 9,594 618 - - - 9,594,618 - 9,594,618
Shares issued as financing fees 2,735,617 600,000 - - - 600,000 - 600,000
Sale of Prophecy Platinum shares - - 673,800 - - 673,800 - 673,800
Options exercised 187,500 159,875 (113,000) - - 46,875 - 46,875
Warrants exercised 1,479,509 762,578 (7,233) - - 755,345 - 755,345
Share-based payments - - 609,541 - - 609,541 2,864,530 3,474,071
Bonus shares 460,042 70,356 - - - 70,356 - 70,356
Warrant modification - - 369,531 - - 369,531 - 369,531
Common shares subscribed - - 27,000 - - 27,000 - 27,000
Funding from non-controlling interest,
net of dilution - - - - 18,556,785 18,556,785 (206,427) 18,350,358
Loss for the period - - - - (8,045,171) (8,045,171) (3,633,482) (11,678,653)
Unrealized gain (loss)
on available-for-sale-invesments - - - (486,678) (102,259) (588,937) 35,909 (653,028)
Unrealized loss on foreign exchange - - - (2,161,826) - (2,161,826) - (2,161,826)
Balance, September 30, 2012 228,335,956 $ 145,679,507 $ 18,698,107 $ (4,491,286) $ (42,966,174) $ 116,920,154 $ 31,868,948 § 148,789,103

See Accompanying Notes to Condensed Interim Consolidated Financial Statements.



PROPHECY COAL CORP.
Condensed Interim Consolidated Statements of Cash Flows
(Unaudited) (Expressed in Canadian Dollars)

2012

Nine months ended September 30,

2011

Operating Activities
Comprehensive loss for the period
Items not involving cash

(14,880,220) $

(12,742,975)

Accretion of provision for closure and reclamation 6,838 -
Amortization 160,327 79,728
Share-based payments 3,604,683 5,773,313
Loss on exchange transaction with Platinum - 3,527,397
Loss on sale of investment 1,720,014 -
Future income tax recovery (213,532) -
Write-down of exploration and evaluation assets 190,980 -
Financing costs 150,000 -
Fair value (gain) loss on available for sale investments 553,028 -
Unrealized (gain) loss on foreigh exchange 2,161,826 -
(6,546,056) (3,362,537)
Changes in nhon-cash working capital
Receivables 1,657,474 (2,365,579)
Prepaid expenses (2,376,970) (3,215,110)
Accounts payable and accrued liabilities 4,022,030 (1,346,669)
Interest income 49,007 -
Interest expense (545,252) -
2,806,290 (6,927,358)
Cash Used in Operating Activities (3,739,766) (10,289,895)
Investing Activities
Cash received upon exchange transaction with Platinum - 778,676
Cash received upon acquisition of URSA by Platinum 703,225 -
Exploration deposits (118,278) -
Equipment deposits and other 2,053,613 (1,294,897)
Acquisition of property and equipment (9,933,246) (23,365,624)
Mineral property expenditures (18,936,736) (2,046,276)
Net proceeds from sale of AFS investment ST 2,473,480 -
Net proceeds from sale of AFS investment LT 649,488 -
Proceeds from sale of Prophecy Platinum shares 673,800 (1,750,000)

Cash Used in Investing Activities

(22,434,654)

(27,678,121)

Financing Activities

Bank loans proceeds 9,734,642 (5,083,334)
Platinum shares issued, net of share issuance costs 18,864,071 -
Prophecy shares issued, net of share issuance costs 9,594,618 7,923,940
Net proceeds from exercise of options 46,875 -
Net proceeds from exercise of warrants 755,345 -
Decrease in non-controlling interest (939,470) -
Cash Provided by Financing Activities 38,056,081 2,840,606
Net Increase (Decrease) in Cash 11,881,661 (35,127,410)
Net foreign exchange difference (42,735) -
Cash and Cash Equivalents - Beginning of Period 3,480,050 39,324,151
Cash and Cash Equivalents - End of period 15,318,976 $ 4,196,741
Supplemental cash flow information (Note 19)
See Accompanying Notes to Condensed Interim Consolidated Financial Statements. 7
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