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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. The Company’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)

June 30 December 31
Notes 2013 2012
Assets
Current assets
Cash and cash equivalents 5 $ 377,244 $ 768,831
Restricted cash 5 3,500,000 -
Short term investments 6 489,316 5,107,500
Receivables 515,129 456,035
Amount due from associate 156,729 82,500
Prepaid expenses 1,488,008 1,443,282
Inventory 1,757,064 2,436,534
8,283,491 10,294,682
Non-current assets
Reclamation deposits 27,554 27,554
Available-for-sale-investments 7 1,053,723 628,188
Investment in associate 8 23,260,089 25,118,910
Property and equipment 9 11,058,891 12,929,342
Mineral properties 10 14,462,877 13,387,882
$ 58,146,625 $ 62,386,558
Liabilities and Equity
Current liabilities
Accounts payable & accrued liabilities $ 878,756 $ 766,209
Loan payable 11 9,656,023 9,392,170
10,534,779 10,158,379
Non-current liabilities
Provision for closure and reclamation 294,263 294,263
Deferred income tax 953,100 953,100
11,782,141 11,405,742
Equity
Share capital 12 147,509,578 145,796,591
Resenes 18,977,643 18,577,859
Accumulated other comprehensive gain 7 447,846 -
Deficit (120,570,582) (113,393,634)
Equity attributable to owners of the Company 46,364,484 50,980,816
Total Equity 46,364,484 50,980,816
$ 58,146,625 $ 62,386,558
Approved on behalf of the Board:
"John Lee" "Greg Hall"
Director Director

Events After the Reporting Date (note 16)

See Accompanying Notes to Condensed Interim Consolidated Financial Statements



PROPHECY COAL CORP.
Condensed Interim Consolidated Statements of Operations and Comprehensive loss
(Unaudited) (Expressed in Canadian Dollars)

Three months ended June 30, Six months ended June 30,
Notes 2013 2012 2013 2012
General and Administrative Expenses
Advertising and promotion $ 52,601 $ 519,251 $ 111,616 $ 1,238,854
Consulting and management fees 28,353 274,436 56,405 568,402
Depreciation 21,014 42,545 43,703 112,231
Director fees 50,498 70,758 96,251 139,908
Insurance 43216 53,232 95,170 105,114
Office and administration 23,828 79,919 35,809 156,491
Professional fees 257,459 248,316 360,023 500,041
Salaries and benefits 124,225 372,941 324,461 506,714
Share-based payments 12 135,347 668,037 335,499 3,129,274
Stock exchange and shareholder senices 22,831 49,268 69,457 158,090
Travel and accommodation 33,907 95,625 59,798 193,442
Loss Before Other Items and Deferred Income Tax Recovery (793,281) (2,474,328) (1,588,194) (6,808,561)
Other Items
Costs in excess of impaired value (712,457) - (2,765,560) -
Foreign exchange gain (loss) 72,405 1,714,249 375,664 (42,059)
Interest expense (632,649) (1,089) (1,247,743) (57,600)
Interest income 4,313 17,156 24,410 37,031
Gain (loss) on sale of investments 19,545 (100,147) 19,545 (17,619)
Mineral property written off - (190,980) - (190,980)
Share of net loss of associate 8 (399,930) - (872,741) -
Deemed disposal loss of associate 8 (1,122,329) - (1,122,329) -
(2,771,104) 1,439,188 (5,588,756) (271,228)
Loss Before Deferred Income Tax Recovery (3,564,385 (1,035,139) (7,176,950) (7,079,789)
Deferred income tax recovery - (68,176) 53,285
Net Loss for Period (3,564,385) (1,103,315) (7,176,950) (7,026,503)
Fair value (loss) gain on available-for-sale investments 7 (333,639) (2,114,759) 451,595 (1,241,772)
Unrealized loss on foreigh exchange - (1,515,352) - (1,515,352)
Fair value loss on available-for-sale investments of an associate 7 - (3,750) -
Comprehensive Loss for Period $ (3898023)$ (4,733,426)$ (6,729,104)$  (9,783,627)
Net income (loss) for period attributable to:
Owners of the Company $ (3,564,385) % (289,024)$  (7,176,950) $  (4,802,593)
Non-controlling interest - (814,290) - (2,223,909)

$ (3564,385)$  (1,103,314)$ (7,176950)$  (7,026,502)

Comprehensive loss for period attributable to;

Owners of the Company $ (3,898023)$% (4,638569)$ (6,720,104)$  (7,804,680)
Non-controlling interest - (94,856) - (1,978,946)

$ (3898023)$ (4,733,425)$ (6,729,104)$  (9,783,626)

Loss Per Common Share, basic and diluted $ 0.02) $ (0.00) $ 0.03) $ (0.03)
Weighted Average Number of Common Shares Outstanding 236,490,814 225,071,203 233,057,495 216,306,209

See Accompanying Notes to Condensed Interim Consolidated Financial Statements 5
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PROPHECY COAL CORP.

Condensed Interim Consolidated Statements of Cash Flows
(Unaudited) (Expressed in Canadian Dollars)

Six Months Ended June 30,

2013 2012
Operating Activities
Net loss for the period (7,176,950) $ (7,026,502)
ltems not involving cash
Depreciation 43,703 119,069
Share-based payments 335,499 3,129,274
Share of loss of an associate 872,741
Costs in excess of impaired value 2,765,560 -
Deferred income tax recovery - (53,285)
Interest income (24,410) -
(3,183,860) (3,831,444)
Changes in non-cash working capital
Receivables (133,323) 1,994,025
Prepaid expenses (44,726) (2,467,286)
Inventory 679,470 -
Accounts payable and accrued liabilities (374,901) 1,108,200
Interest expense 1,247,743
Restricted cash (3,500,000) -
(2,125,737) 634,939
Cash Used in Operating Activities (5,309,597) (3,196,504)
Investing Activities
Acquisition of property and equipment (548,970) (7,123,918)
Mineral property expenditures (931,759) (8,840,101)
Investment in associate acquisition (140,000) -
(Purchase) sale of available-for-sale investments 44,717 2,838,983
Sale of Guaranteed Investment Certificate 4,618,184
Interest received from short term investment 24,410 -
Cash (Used in) Provided by Investing Activities 3,066,581 (13,125,036)
Financing Activities
Interest paid (703,891)
Deemed diposal loss of associate 1,122,331 -
Shares issued, net of share issuance costs 1,432,986 14,166,593
Cash Provided by Financing Activities 1,851,426 14,166,593
Net (Decrease) Increase in Cash (391,587) (2,154,947)
Cash and Cash Equivalents - beginning of period 768,831 3,480,050
Cash and Cash Equivalents - end of period 377,244 § 1,325,103

See Accompanying Notes to Condensed Interim Consolidated Financial Statements 7
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