


 

 
Management’s Responsibility for Financial Reporting 

 
The accompanying consolidated financial statements of the Company have been prepared by 
management in accordance with accounting principles generally accepted in Canada and 
reconciled to accounting principles generally accepted in the United States as set out in note 17 
and contain estimates based on management’s judgment.   
 
Management maintains an appropriate system of internal controls to provide reasonable assurance 
that assets are safeguarded, transactions are properly authorized and recorded, and proper records 
are maintained.  Further information on the company’s internal controls over financial reporting 
and its disclosure controls is available in management’s report on internal controls, which 
follows.  
 
The Audit Committee of the Board of Directors has met with the Company’s independent 
auditors to review the scope and results of the annual audit and to review the consolidated 
financial statements and related financial reporting matters prior to submitting the consolidated 
financial statements to the Board of Directors for approval. 
 
The Company’s independent auditors, PricewaterhouseCoopers LLP, have audited the 
Company’s consolidated financial statements on behalf of the shareholders and their report 
follows. 
 
 
 
(signed) Julien François  (signed) F. Dale Corman 

 
Julien François 
Chief Financial Officer 

  
F. Dale Corman 
Chief Executive Officer 

 
 
 
 
March 26, 2009 



 

Management’s Report on Internal Control over Financial Reporting 
 
The management of Western Copper Corporation is responsible for establishing and maintaining an adequate internal control 
over financial reporting.  The Securities and Exchange Act of 1934 in Rule 13a-15(f) and 15d-15(f) defines this as a process 
designed by, or under the supervision of, the Company’s principal executive and principal financial officers and effected by 
the Company’s Board of Directors, management and other personnel, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles, and includes those policies and procedures that: 
 
 Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transaction and 

dispositions of the assets of the Company; 
 Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in 

accordance with generally accepted accounting principles, and that receipts and expenditures of the Company are being 
made only in accordance with authorizations of management and directors of Company; and 

 Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisitions, use or disposition of 
the Company’s assets that may have a material effect on the consolidated financial statements. 

 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect all misstatements.  
Also, projections of any evaluation of effectiveness to future periods are subject to risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 
 
Management assessed the effectiveness of the Company’s internal control over financial reporting as at December 31, 2008.  
In making this assessment, the Company’s management used the criteria established by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO) in its Internal Control-Integrated Framework. 
 
During the year ended December 31, 2008, and to the date of this report, there has been no change to internal controls that 
would have a material effect on internal controls over financial reporting. 
 
Based on our assessment, management has concluded that, as at December 31, 2008, the Company‘s internal control over 
financial reporting was not effective due to the existence of a material weakness. A material weakness existed in the design of 
internal control over financial reporting caused by a lack of adequate segregation of duties in the financial close process.  The 
Chief Financial Officer is responsible for preparing, authorizing, and reviewing information that is key to the preparation of 
financial reports.  He is also responsible for preparing and reviewing the resulting financial reports.  This weakness has the 
potential to result in material misstatements in the Company’s financial statements, and should also be considered a material 
weakness in its disclosure controls and procedures. 
 
Management has concluded, and the audit committee has agreed that taking into account the present stage of Western 
Copper’s development, the Company does not have sufficient size and scale to warrant the hiring of additional staff to correct 
the weakness at this time.   
 
The effectiveness of the Company’s internal control over financial reporting has been audited by the independent auditors, 
PricewaterhouseCoopers LLP, as stated in their attestation report, which is included herein. 
 
 
 
 

 /s/ F. Dale Corman  /s/ Julien François 
F. Dale Corman 
Chief Executive Officer  
 
March 26, 2009 

 Julien François 
Chief Financial Officer 
 

 



  
 

 
PricewaterhouseCoopers LLP 
Chartered Accountants 
PricewaterhouseCoopers Place 
250 Howe Street, Suite 700 
Vancouver, British Columbia 
Canada V6C 3S7 
Telephone +1 604 806 7000 
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Independent Auditors’ Report 
 
 
To the Shareholders of Western Copper Corporation 
 
 
We have completed integrated audits of Western Copper Corporation’s 2008 and 2007 
consolidated financial statements and of its internal control over financial reporting as at 
December 31, 2008 and an audit of its 2006 consolidated financial statements.  Our opinions, 
based on our audits, are presented below.  
 

Consolidated financial statements  

We have audited the accompanying consolidated balance sheets of Western Copper 
Corporation as at December 31, 2008 and December 31, 2007, and the related consolidated 
statements of loss and comprehensive loss, shareholders’ equity and cash flows for each of the 
years in the three year period ended December 31, 2008.  These financial statements are the 
responsibility of the Company’s management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 

We conducted our audits of the Company’s financial statements in accordance with Canadian 
generally accepted auditing standards and the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform an audit to 
obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit of financial statements includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements.  A financial statement 
audit also includes assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of the Company as at December 31, 2008 and 
December 31, 2007 and the results of its operations and its cash flows for each of the years in 
the three year period ended December 31, 2008 in accordance with Canadian generally 
accepted accounting principles. 
 

 
“PricewaterhouseCoopers” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership, or, as the context requires, the 
PricewaterhouseCoopers global network or other member firms of the network, each of which is a separate and independent legal entity.  



 

  
 

 

 

Internal control over financial reporting  

We have also audited Western Copper Corporation’s internal control over financial reporting 
as at December 31, 2008, based on criteria established in Internal Control - Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO).  The Company’s management is responsible for maintaining effective 
internal control over financial reporting and for its assessment of the effectiveness of internal 
control over financial reporting, included in the accompanying Management’s Report on 
Internal Control over Financial Reporting.  Our responsibility is to express an opinion on the 
Company’s internal control over financial reporting based on our audit.  

We conducted our audit of internal control over financial reporting in accordance with the 
standards of the Public Company Accounting Oversight Board (United States).  Those 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material 
respects.  An audit of internal control over financial reporting includes obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal 
control based on the assessed risk, and performing such other procedures as we consider 
necessary in the circumstances.  We believe that our audit provides a reasonable basis for our 
opinion.  
 
A company’s internal control over financial reporting is a process designed to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting 
principles.  A company’s internal control over financial reporting includes those policies and 
procedures that: (i) pertain to the maintenance of records that, in reasonable detail, accurately 
and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted accounting principles, and that 
receipts and expenditures of the company are being made only in accordance with 
authorizations of management and directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company’s assets that could have a material effect on the financial 
statements.  
 
Because of its inherent limitations, internal control over financial reporting may not prevent or 
detect misstatements.  Also, projections of any evaluation of effectiveness to future periods are 
subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate. 
 

 

  (2) 



 

  
 

 

 

 

  (3) 

A material weakness is a deficiency, or a combination of deficiencies, in internal control over 
financial reporting, such that there is a reasonable possibility that a material misstatement of 
the Company’s annual financial statements will not be prevented or detected on a timely basis. 
As at December 31, 2008 a material weakness, relating to a lack of segregation of duties in the 
financial accounting process was identified, as described in the accompanying Management’s 
Report on Internal Control over Financial Reporting. 

We considered this material weakness in determining the nature, timing, and extent of audit 
tests applied in our audit of the December 31, 2008 consolidated financial statements, and our 
opinion regarding the effectiveness of the Company’s internal control over financial reporting 
does not affect our opinion on those consolidated financial statements. 

In our opinion, the Company did not maintain, in all material respects, effective internal 
control over financial reporting as at December 31, 2008 based on criteria established in 
Internal Control — Integrated Framework issued by the COSO. 
 
We do not express an opinion or any form of assurance on management’s conclusion as to 
whether the hiring of additional staff is warranted as included in the accompanying 
Management’s Report on Internal Control over Financial Reporting. 

 
 
(Signed) PricewaterhouseCoopers LLP 
 
Chartered Accountants 
Vancouver, British Columbia 
March 26, 2009 

 
 



 

Western Copper Corporation  
(an exploration stage company) 
Consolidated Balance Sheets  
 
(expressed in Canadian dollars) 
 

Approved by the Board of Directors 
 
         ‘Robert J. Gayton’          Director                                             ‘Klaus Zeitler’          Director 

 
 

The accompanying notes are an integral part of these financial statements. 

 

December 31, 
2008 

$  

December 31, 
2007 

$ 
     

ASSETS 
    
CURRENT ASSETS    
    
Cash and cash equivalents  5,037,204 23,726,947 
Short-term investments (note 5)  8,025,162 - 
Other receivables   103,233 116,734 
Prepaid expenses  50,760 55,076 
    
  13,216,359 23,898,757 
    
PROPERTY AND EQUIPMENT (note 7)  297,551 63,273 
    
MINERAL PROPERTIES (note 8)  65,702,582 57,194,181 
    
  79,216,492 81,156,211 
    
LIABILITIES 
    
CURRENT LIABILITIES    
    
Accounts payable and accrued liabilities  797,898 907,825 
    
FUTURE INCOME TAX (note 16)  9,965,115 10,310,549 
    
  10,763,013 11,218,374 
    
SHAREHOLDERS’ EQUITY 
    
SHARE CAPITAL (note 9)  71,951,130 71,883,630 
    
CONTRIBUTED SURPLUS (note 9)  22,698,985 22,091,594 
    
DEFICIT  (26,196,636) (24,037,387)
    
  68,453,479 69,937,837 
    
  79,216,492 81,156,211 
Commitments (notes 8 and 11)    
    
    
 
 



 

Western Copper Corporation 
(an exploration stage company) 
Consolidated Statements of Loss and Comprehensive Loss 
 
(expressed in Canadian dollars) 
 

 
 

The accompanying notes are an integral part of these financial statements. 

For the year ended December 31,  2008 2007 2006 
 $ $ $ 
 

EXPLORATION EXPENSES - 2,512,439 3,654,611 
      
ADMINISTRATIVE EXPENSES      
Accounting and legal 400,035  462,340  327,945 
Filing and regulatory fees 78,101  84,101  180,307 
Office and administration 1,921,138  2,281,152  1,360,270 
Promotion and travel 354,521  663,978  475,856 
      
 2,753,795  3,491,571  2,344,378 
      
LOSS BEFORE TAXES AND OTHER ITEMS 2,753,795  6,004,010  5,998,989 
      
OTHER ITEMS      
Interest income (599,575)  (1,276,014)  (797,312) 
Gain on sale of marketable securities (note 6) -  -  (1,922,341) 
Foreign exchange 51,731  19,249  (37,151) 
Write-off of mineral properties (note 8) 405,001  -  - 
      
LOSS BEFORE TAXES 2,610,952  4,747,245  3,242,185 
      
Future income tax recovery (note 16) (451,703)  (1,521,279)  - 
      
LOSS AND COMPREHENSIVE LOSS 2,159,249  3,225,966  3,242,185 
      
      
      
BASIC AND DILUTED LOSS PER SHARE  0.03  0.05  0.06 
     
WEIGHTED AVERAGE NUMBER OF COMMON 

SHARES OUSTANDING  72,792,941 
 

72,488,711 
 

52,481,505 
      
      
 
 



 

Western Copper Corporation 
(an exploration stage company) 
Consolidated Statements of Cash Flow  
 
(expressed in Canadian dollars) 
 

 
 

The accompanying notes are an integral part of these financial statements. 

For the year ended December 31,  2008  2007  2006 
 $  $  $ 
      
Cash flows provided by (used in)      
      
OPERATING ACTIVITIES     
Loss for the year (2,159,249)  (3,225,966)  (3,242,185) 

      
Items not affecting cash     

Amortization 39,603  34,899  23,788 
Stock-based compensation (note 10(b)) 425,816  885,752  865,075 
Future income tax recovery (451,703)  (1,521,279)  - 
Mineral property write-off 405,001  -  - 
Gain on marketable securities -  -  (1,922,341) 

      
 418,717  (600,628)  (1,033,478) 
      
Change in non-cash working capital items (note 15) 4,815  (225,093)  305,446 
      
 (1,735,717)  (4,051,687)  (3,970,217) 
      
FINANCING ACTIVITIES      
Funding by Western Silver Corporation -  -  267,829 
Issue of Class A voting shares -  -  1,000 
Redemption of Class A voting shares -  -  (1,000) 
Exercise of stock options 500  447,700  900,174 
Cash received from Western Silver pursuant to the  

Plan of Arrangement  - 
 

- 
 

37,899,765 
      
 500  447,700  39,067,768 
      
INVESTING ACTIVITIES      
Proceeds from (invested in) short-term investments (note 5) (8,000,000)  34,791,988  (34,791,988) 
Proceeds from the sale of marketable securities -  -  2,190,280 
Expenditures relating to the acquisition of Lumina 

Resources Corporation, net of cash acquired  - 
 

- 
 

(92,341) 
Mineral property expenditures (8,653,293)  (9,751,076)  (100,000) 
Net expenditures on property and equipment (301,233)  -  (12,633) 
Acquisition of marketable securities  -  -  (847) 
      
 (16,954,526)  25,040,912  (32,807,529) 
      
Increase (Decrease) in cash and cash equivalents (18,689,743)  21,436,925  2,290,022 
      
Cash and cash equivalents - Beginning of the year 23,726,947  2,290,022  - 
      
Cash and cash equivalents - End of the year 5,037,204  23,726,947  2,290,022 
     
Supplemental cash flow information (note 15)     
     



Western Copper Corporation 
(an exploration stage company) 
Consolidated Statements of Shareholders’ Equity  
 
(expressed in Canadian dollars) 
 

 
The accompanying notes are an integral part of these financial statements. 

 

Number of 
Shares

  

Amount 
 

$  

Contributed 
surplus

$  

Deficit 
 

$ 

Shareholders’
Equity

$ 
        
Balance – December 31, 2006 71,524,036 69,913,797  22,455,594  (20,811,421)  71,557,970 
         
Exercise of stock options 1,245,000 447,700  -  -  447,700 
         
Transfer of value on exercise of 

stock options - 1,522,133  (1,522,133)  -  - 
         
Stock-based compensation (note 

10(b)) - -  1,158,133  -  1,158,133 
         
Loss and comprehensive loss - -  -  (3,225,966)  (3,225,966)
         
Balance – December 31, 2007 72,769,036 71,883,630  22,091,594  (24,037,387)  69,937,837 
         
Exercise of stock options 50,000 500  -  -  500 
         
Transfer of value on exercise of 

stock options - 67,000  (67,000)  -  - 
         
Stock-based compensation (note 

10(b)) - -  674,391  -  674,391 
         
Loss and comprehensive loss - -  -  (2,159,249)  (2,159,249)
         
Balance – December 31, 2008 72,819,036 71,951,130  22,698,985  (26,196,636)  68,453,479 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

1 Nature of operations  

Western Copper Corporation (“Western Copper” or the “Company”) is an exploration stage company that is 
directly engaged in exploration and development of mineral properties in Mexico and Canada.   

To date, the Company has not earned any production revenue.  The recoverability of the amounts shown for 
mineral property assets is dependent upon the existence of economically recoverable reserves and the 
Company’s ability to secure and maintain title and beneficial interest in the properties, to obtain the necessary 
financing to continue the exploration and future development of the properties, or to realize the carrying 
amount through a sale. 

2 Accounting policies 

a) Significant accounting policies 

The Company’s consolidated financial statements are prepared in accordance with accounting principles 
generally accepted in Canada.  As described in note 17, these principles differ in certain material respects 
from accounting principles generally accepted in the United States. 

i) Use of estimates 

The preparation of the consolidated financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect the 
amounts reported in the financial statements and the related notes.  Significant areas where 
management’s judgement is applied include the assessment of impairment to the carrying value of 
mineral properties, the determination of the likelihood that future income tax benefits can be realized, 
the assumptions used to calculate the fair value of warrants and stock-based compensation, and the 
allocation methodologies used to determine results of operations and the value of purchased assets.  
Actual results could differ from the estimates by a material amount. 

ii) Principles of consolidation 

These consolidated financial statements include the accounts of the Company and its wholly-owned 
subsidiaries:  Carmacks Copper Ltd., Lurprop Holdings Inc., CRS Copper Resources Corp., Moraga 
Resources Ltd., Minera Sierra Almoloya S.A. de C.V., and Minera Costa de Plata S.A. de C.V.  All 
intercompany transactions and balances have been eliminated. 

iii) Cash and cash equivalents 

Cash and cash equivalents only comprise cash deposits held at banks.  Cash and cash equivalents are 
considered to be financial instruments and are classified as “Held-for-Trading”.  They are recorded at 
their fair value with changes in fair value recorded in the statement of loss.  

 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

iv) Short-term investments 

Short-term investments comprise investments held at Canadian chartered banks with original maturity 
dates that are greater than 90 days from the date of acquisition. Short-term investments are considered 
to be financial instruments and are classified as “Held-for-Trading”.  They are recorded at their fair 
value with changes in fair value recorded in the statement of loss. 

v) Property and equipment 

Property and equipment are carried at cost less accumulated amortization. Amortization is provided 
on a straight-line basis over the estimated useful lives of the assets.  

Computer equipment  5 years 
Field equipment  5 years 
Leasehold improvements  over the term of the lease 
Furniture and office equipment  5 years 
Vehicles  3 years 
  

 
vi) Mineral properties 

Direct costs related to the acquisition and exploration of mineral properties held or controlled by the 
Company are deferred on an individual property basis until the viability of a property is determined or 
until the property is sold, abandoned, or determined to be impaired.  Administration costs and general 
exploration costs are expensed as incurred.  When a property is placed into commercial production, 
deferred costs will be depleted using the units-of production method.   

The Company reviews the carrying value of mineral properties and deferred exploration costs when 
there are events or changes in circumstances that may indicate impairment. Where estimates of future 
cash flows are available, an impairment charge is recorded if the undiscounted future net cash flows 
are less than the carrying amount. Reductions in the carrying value of properties are recorded to the 
extent the net book value of the property exceeds the discounted value of future cash flows (fair 
value). Where estimates of future cash flows are not available and where other conditions suggest 
impairment, management assesses if carrying value can be recovered and provides for impairment if 
so indicated.  

Although the Company has taken steps to verify title to mineral properties in which it has an interest, 
these procedures do not guarantee the Company’s title.  Such properties may be subject to prior 
agreements or transfers, or title may be affected by undetected defects. 

 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

vii) Asset retirement obligation 

The fair value of a liability for an asset retirement obligation, such as site closure and reclamation 
costs, is recognized in the period in which it is incurred if a reasonable estimate of fair value can be 
made.  The Company is required to record the estimated present value of future cash flows associated 
with site closure and reclamation as a liability and increase the carrying value of the related assets for 
that amount.  Subsequently, these asset retirement costs will be amortized to expense over the life of 
the related assets.   At the end of each period, the liability is revised to reflect the passage of time and 
changes in the estimated future cash flows underlying any initial fair value measurements. 

viii) Translation of foreign currency 

Monetary assets and liabilities are translated into Canadian dollars using period-end exchange rates. 
Non-monetary items are translated at rates prevailing at acquisition or transaction dates. Expense and 
other items are translated into Canadian dollars at the rate of exchange in effect at the date of the 
related transaction. All exchange gains or losses arising on translation are included in results of 
operations.  

ix) Income taxes 

Income taxes are calculated using the liability method of accounting. Temporary differences arising 
from the difference between the tax basis of an asset or liability and its carrying amount on the 
balance sheet are used to calculate future income tax liabilities or assets. Future income tax assets and 
liabilities are measured using enacted or substantively enacted tax rates and laws that are expected to 
apply when the temporary differences are expected to reverse.  A valuation allowance is applied to 
the extent that it is not more likely than not that the future income tax assets will be realized. 

b) Change in accounting policies 

i) Section 1400 – Going Concern 

This section has been amended to include requirements for management to assess an entity’s ability to 
continue as a going concern.  Financial statements shall be prepared on a going concern basis unless 
management either intends to liquidate the entity or to cease trading, or has no realistic alternative but 
to do so. When management is aware, in making its assessment, of material uncertainties related to 
events or conditions that may cast significant doubt upon the entity's ability to continue as a going 
concern, those uncertainties shall be disclosed. 

 

 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

ii) Section 1535 – Capital Disclosures 

This section establishes standards for disclosing information about an entity's capital and how it is 
managed.  Under this standard the Company is required to disclose the following: 
 
 qualitative information about its objectives, policies and processes for managing capital; 
 summary quantitative data about what it manages as capital; 
 whether during the period it complied with any externally imposed capital requirements to which 

it is subject; and 
 when the company has not complied with such externally imposed capital requirements, the 

consequences of such non-compliance. 
 
Disclosures required by this section are included in note 9(c). 

 
iii) Section 3862 – Financial Instruments – Disclosures 

This section requires entities to provide disclosure of quantitative and qualitative information in their 
financial statements that enable users to evaluate (a) the significance of financial instruments for the 
entity's financial position and performance; and (b) the nature and extent of risks arising from 
financial instruments to which the entity is exposed during the period and at the balance sheet date, 
and management’s objectives, policies and procedures for managing such risks. Entities are required 
to disclose the measurement basis or bases used, and the criteria used to determine classification for 
different types of instruments.   
 
Disclosures required by this section are included in note 14. 

 
iv) Section 3863 – Financial Instruments – Presentation 

This section establishes standards for presentation of financial instruments and non-financial 
derivatives.   
 
Disclosures required by this section are included in note 14. 
 

c) Recent accounting pronouncements 

i) The Canadian Institute of Chartered Accountants has issued a new standard which may affect the 
financial disclosures and results of operations of the Company for interim and annual periods 
commencing January 1, 2009. The Company will adopt the requirements commencing in the interim 
period ending March 31, 2009.  

 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

Section 3064 – Goodwill and intangible assets 

Section 3064, Goodwill and intangible assets,  establishes revised standards for recognition, 
measurement, presentation and disclosure of goodwill and intangible assets. The provisions relating 
to the definitions and initial recognition of intangible assets are equivalent to the corresponding 
provisions of International Accounting Standard 38.  The Company does not expect this standard to 
have a material impact on its results. 
 

3 Plan of arrangement – Glamis Gold Ltd. and Western Silver Corporation 

Western Copper was incorporated on March 17, 2006 as a wholly-owned subsidiary of Western Silver 
Corporation (“Western Silver”).  On May 3, 2006, Western Silver and Glamis Gold Ltd. (“Glamis”) entered 
into a plan of arrangement.  As part of the agreement, Western Silver transferred its cash and cash equivalents, 
its marketable securities (1.498 million shares of Quaterra Resources Inc.) in-lieu of cash, two of its wholly-
owned subsidiaries - Carmacks Copper Ltd. and Minera Costa de Plata, S.A. de C.V, its interests in the Sierra 
Almoloya property, and certain property and equipment relating to Western Silver’s corporate office to 
Western Copper.  In consideration, Western Copper issued 49,246,413 common shares to Western Silver, 
representing one Western Copper common share for each Western Silver common share issued and 
outstanding.  Western Silver shareholders then exchanged each of their Western Silver common shares for one 
common share of Western Copper and 0.688 of a Glamis common share.  Upon conclusion of the transaction, 
Western Copper was owned exclusively by existing Western Silver shareholders.  
 
Carrying value of assets transferred pursuant to the plan of arrangement: 

 
  $

Cash and cash equivalents  37,899,765
Marketable securities   267,092
Prepaid expenses  19,982
Property and equipment  121,960
Mineral properties  4,423,514

   
  42,732,313

 
The statements of loss and comprehensive loss for the year ended December 31, 2006 include the direct 
exploration expenses incurred on the Carmacks Copper Project and an allocation of Western Silver’s general 
and administrative expenses incurred up to May 3, 2006, the date that Western Copper began operations, and 
the expenses incurred directly by Western Copper from May 3, 2006 to the end of the year.  

The allocation of Western Silver’s general and administrative expenses was calculated on the basis of the ratio 
of costs deferred by Western Silver on the Carmacks Copper Project and on the Sierra Almoloya mineral 
property in each year as compared to the costs deferred on all mineral properties in that year.    

 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

4 Plan of arrangement - Lumina Resources Corporation 

On November 30, 2006, Western Copper acquired Lumina Resources Corporation (“Lumina”) through a plan 
of arrangement.  Pursuant to the terms of the agreement, Lumina shareholders received one common share of 
Western Copper Corporation for each Lumina common share held at that date.  In addition, each Lumina stock 
option was exchanged for one Western Copper stock option.  All outstanding Lumina stock options vested 
upon change of control.  Other than the vesting date, the stock option terms were unchanged.   

Western Copper issued 21,301,442 common shares to Lumina shareholders and granted 1,185,000 stock 
options to Lumina stock option holders.  In return, Western Copper gained $269,643 in net working capital and 
three copper and precious metal properties: Casino, Hushamu, and Redstone (note 8). 

5 Short-term investments 
 
 December 31, 

2008
$

December 31, 
2007 

$ 
    
Guaranteed Investment Certificates 8,000,000 - 
Accrued interest 25,162 - 

    
 8,025,162 - 

 
Short-term investments consist of Guaranteed Investment Certificates held with Canadian chartered banks.  All 
certificates are redeemable in full or in portion at the Company’s option without penalty.  Interest is paid on 
amounts redeemed subsequent to 30 days from the date of acquisition of the investment.  All certificates held at 
the end of the year have been held for more than 30 days. 
 

6 Marketable securities 
 
During the year ended December 31, 2006, the Company sold its investments in Quaterra Resources Inc. and 
Glamis Gold Ltd. for total proceeds of $2,190,280.   As a result, the Company recognized a gain of $1,922,341.  
The carrying value of the Quaterra Resources Inc. shares was $267,092 when they were transferred on May 3, 
2006 as part of the plan of arrangement with Western Silver and Glamis (note 3).  The Glamis Gold Ltd. shares 
were acquired on June 7, 2006 for $847.   

 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

7 Property and equipment 

  December 31, 2008 
       

  
Cost 

$  

Accumulated 
amortization 

$  
Net book value 

$ 
       

Computer equipment  69,634  60,106 9,528 
Field equipment  273,534  27,352 246,182 
Furniture and office equipment  24,486  17,453 7,033 
Leasehold improvements  63,203  51,477 11,726 
Vehicles  27,699  4,617 23,082 
       
  458,556  161,005  297,551 

 

 

  December 31, 2007 
       

  
Cost 

$  

Accumulated 
amortization 

$  
Net book value 

$ 
       

Computer equipment  69,634  46,496  23,138 
Furniture and office equipment  24,486  12,474  12,012 
Leasehold improvements  63,203  35,080  28,123 
       
  157,323  94,050  63,273 
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8 Mineral properties 

 Canada  Mexico   
 

Yukon  
British 

Columbia 
 

Northwest 
Territories 

 Chihuahua 
  

            
 Carmacks 

 
$  

Casino 
 

$  

Hushamu 
 

$  

Redstone 
 

$  

Sierra 
Almoloya 

$  

Total 
 

$ 
            
December 31, 2006 4,300,000  13,855,048  16,160,487  11,872,658  319,306  46,507,499 
            
Advance royalty 100,000  -  -  -  -  100,000 
Claims maintenance -  6,205  15,862  106,147  17,250  145,464 
Design engineering  2,061,512  -  -  -  -  2,061,512 
Engineering studies 93,186  262,101  -  -  -  355,287 
Exploration 3,409,127  252,926  1,656,386  9,000  -  5,327,439 
Future income tax 75,136  24,298  2,953  11,676  7,393  121,456 
Metallurgical testing 237,964  193,225  1,525  -  -  432,714 
Option payment -  1,000,000  60,000  -  -  1,060,000 
Permitting 315,728  -  6,020  -  -  321,748 
Salary and wages 300,956  123,325  52,525  11,875  -  488,681 
Stock-based 

compensation 175,317  56,696  32,383  7,985  -  272,381 
            
December 31, 2007 11,068,926  15,773,824  17,988,141  12,019,341  343,949  57,194,181 
            
Advanced royalty 100,000  -  -  -  -  100,000 
Claims maintenance 16,922  4,484  1,560  116,462  61,052  200,480 
Detailed engineering 2,486,315  -  -  -  -  2,486,315 
Engineering studies -  1,242,267  225  193  -  1,242,685 
Exploration 72,350  1,715,391  5,280  -  -  1,793,021 
Future income tax 52,505  52,453  486  825  -  106,269 
Option payment -  -  80,000  -  -  80,000 
Permitting 506,398  1,613,993  -  -  -  2,120,391 
Salary and wages 219,213  296,703  11,250  8,500  -  535,666 
Stock-based 

compensation 122,514  122,390  1,383  2,288  -  248,575 
Write-off of mineral 

properties -  -  -  -  (405,001)  (405,001) 
            
December 31, 2008 14,645,143  20,821,505  18,088,325  12,147,609  -  65,702,582 
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a) Carmacks (100% - Yukon, Canada) 
 
The Carmacks Copper Project is an oxide copper deposit that is located in the Yukon Territory, Canada.   
 
Any production from the Carmacks Copper Project is subject to either a 15% net profits interest or a 3% 
net smelter royalty, at Western Copper’s election.   If Western Copper elects the net smelter royalty, it has 
the right to purchase the royalty for $2.5 million, less any advance royalty payments made to that date.  
The Company is required to make an advance royalty payment of $100,000 in any year in which the 
average daily copper price reported by the London Metal Exchange is US$1.10 per pound or greater.  At 
December 31, 2008, Western Copper had made $500,000 in advanced royalty payments and had accrued 
$100,000 for the advanced royalty payment relating to 2008. 
 
In 2001, the Carmacks Copper Project was written down to its estimated fair value based on feasibility 
study information available and what management believed the property could be sold for at that time.  In 
April 2007, Western Copper released the results of its updated feasibility study on the Carmacks Copper 
Project.   
 
Western Copper expensed all ongoing costs related to exploration of the Carmacks Copper Project prior to 
the release of the results of the updated feasibility study.  Since the release of the feasibility study, the 
Company has been capitalizing costs incurred on the project.  
 

b) Casino (100% - Yukon, Canada) 
 

The Casino porphyry copper-gold-molybdenum property is located in west-central Yukon.  The results of 
the pre-feasibility study were announced in June 2008.  
 
On August 9, 2007, Western Copper exercised its option on the Casino property.  As a result, the 
Company acquired the mineral claims that comprise the Casino property in exchange for a $1 million cash 
payment.  
 
Should it make a production decision, Western Copper is required to make an additional cash payment of 
$1 million.  Production on the claims is also subject to a 5% net profits interest. 
 

c) Hushamu (100% - British Columbia, Canada) 

The Hushamu property consists of three blocks of mineral claims located on northern Vancouver Island.  
The mineral claim blocks are referred to as the Hushamu claims, the Apple Bay claims, and the Rupert 
Block.   
 
Should a production decision be made on the Hushamu claims, Western Copper is required to make a cash 
payment of $1 million to an unrelated third party within 60 days of the production decision.  These 
mineral claims are also subject to a 10% net profits interest. 
 
On January 31, 2008, Western Copper made the final payment required under its option agreement with 
Electra Gold Ltd. (“Electra”) in the amount of $80,000.  As a result, the Company acquired 100% interest 
in the Apple Bay mineral claims previously held by Electra.  Should a production decision be made on the 
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Apple Bay claims, Western Copper is required to pay $800,000 in cash or in Western Copper stock to 
Electra.   The payment method is at the election of Western Copper.   
 
Electra maintains the right to explore the Apple Bay claims for non-metallic minerals.   
 
On August 25, 2008, Western Copper signed an option and joint venture agreement with IMA Exploration 
Inc. (“IMA”) that gives IMA the option to earn a 70% interest in the Hushamu property.  Pursuant to the 
terms of the agreement, IMA has agreed to expend a minimum of $1.9 million in the first year of a three 
year option period. Over years two and three IMA is required to spend an additional $13.1 million towards 
the completion of a pre-feasibility study on the Hushamu deposit located on the Hushamu claim block. 
These expenditures, a total of $15 million, and the completion of a pre-feasibility study will earn IMA a 
49% interest in the project. IMA can earn an additional 16% by funding a subsequent feasibility study by 
the end of the fourth year and an additional 5% by completing mine permitting.  The option period began 
on the execution date of the option and joint venture agreement. 

 
d) Redstone (100% - Northwest Territories, Canada) 

The Redstone property comprises five mining leases and 55 mineral claims.   
 
Should production be achieved, the five mining leases are subject to a net smelter royalty of between 3-4% 
depending on the monthly average of the final daily spot price of copper reported on the New York 
Commodities Exchange relating to each production month, as follows:   
 

 3% if the price is less than, or equal to US$0.75 per pound; 
 3.5% if the price is greater than US$0.75 per pound, but less than or equal to US$1.00 per 

pound; and  
 4% if the price is greater than US$1.00 per pound. 

 
e) Sierra Almoloya (100% - Chihuahua, Mexico) 

In 2008, the Company reassessed the property and decided to abandon the claims.  As a result, Western 
Copper has written-off all costs capitalized relating to Sierra Almoloya. 
 

As at December 31, 2008, management of the Company determined that impairment indicators existed relating 
to the carrying value of the Company’s mineral properties.  As a result, management completed an impairment 
assessment for each of its mineral property interests.  The assessments included revisiting the significant 
commodity price and cost estimates for properties for which a cash flow model was available and performing 
market comparisons for properties that did not have a cash flow model available.   
 
The estimated cash flows used to assess recoverability of certain of the Company’s mineral property carrying 
values were developed using management’s projections for long-term average copper, gold and molybdenum 
prices, operating costs, capital expenditures, and applicable foreign currency exchange rates.  Management also 
made estimates relating to current and future market conditions. There are inherent uncertainties related to 
these factors and management’s judgment in applying them to the mineral property impairment analysis. 
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Although the Company believes that the estimates applied in the impairment assessments are reasonable, such 
estimates are subject to significant uncertainties and judgments.  Should underlying assumptions change 
significantly, impairment charges may be required in future periods.  Such charges could be material. 
 

9 Share capital and contributed surplus 

a) Share capital 

Authorized Unlimited Class A voting shares with a par value of $0.00001 
 Unlimited common shares without par value 
 Unlimited number of preferred shares without par value 
  
Issued and outstanding 72,819,036 common shares 
 

b) Contributed surplus 

The contributed surplus balance includes amounts paid by the Company’s predecessor to finance its 
copper business from 1989, when the rights to the Carmacks Copper Project were acquired, to May 3, 
2006, when those rights were transferred to Western Copper.  At December 31, 2008 and 2007, 
contributed surplus includes $21,570,251 relating to the activities of Western Copper’s predecessor.  

Other than the historical balance described above, the Company’s contributed surplus represents the fair 
value of stock options and warrants recorded over their vesting period.  The fair value of stock options and 
warrants is transferred to share capital when the stock options or warrants are exercised.   In the event that 
stock options are forfeited prior to vesting, the associated fair value recorded to date is reversed from the 
statement of loss or balance sheet item to which the fair value was originally charged in the period in 
which the stock options are forfeited.  The fair value of any vested stock option that expires remains in 
contributed surplus. The fair value of any warrant that expires also remains in contributed surplus. 

c) Capital Disclosure 

The Company is in the exploration stage.  It is the Company’s objective to safeguard its ability to continue 
as a going concern so that it can continue to explore and develop its projects.   

Its principal source of funds is the issuance of common shares.  The Company monitors its cash position 
and its short-term investments on a regular basis to determine whether sufficient funds are available to 
meet its short-term and long-term corporate objectives.  The Company also seeks to provide liquidity and 
limit credit risk by acquiring investments that are guaranteed by the Canadian government or by a 
Canadian chartered bank and that are redeemable in portion or in full at the Company’s option without 
penalty.  

The Company has no debt and is not subject to any externally imposed capital requirement. 
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10 Stock options and warrants 

a) Stock options 

Based on the Company’s Stock Option Plan, the Company may issue stock options for the purchase of up 
to 10% of issued capital.  The exercise price of the stock options shall be greater than, or equal to, the 
market value of the Company’s common shares on the last trading day immediately preceding the date of 
grant.  Stock options vest over a two year period from the date of grant unless otherwise determined by the 
directors.  The maximum stock option term is 10 years.  At December 31, 2008, the Company could issue 
an additional 3,715,070 stock options. 

A summary of the Company’s stock options outstanding at December 31, 2008 and the changes for the 
year then ended, is presented below: 

 Number of 
Stock options

 

 Weighted average 
exercise price

$
Balance outstanding – December 31, 2007 3,261,834  1.57
Granted  820,000  1.28
Exercised (50,000)  0.01
Expired (465,000)  1.70

Balance outstanding –  December 31, 2008 3,566,834  1.51
 

Stock options outstanding at December 31, 2008 are as follows: 

 

Exercise 
price 

$  

Stock options 
outstanding 

 

Weighted average 
exercise price 

$ 

 Average remaining 
contractual life 

(years) 
        
 0.36-0.88  746,834  0.82  1.07 
 1.25  945,000  1.25  4.07 
 1.39  150,000  1.39  4.60 
 1.88  565,000  1.88  3.43 
 2.00  1,160,000  2.00  2.37 
        
   3,566,834  1.51  2.81 

   
Of the total stock options granted and outstanding, 2,491,827 were vested and exercisable at December 31, 
2008.  The weighted average exercise price of vested stock options is $1.57. 
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b) Stock-based compensation 

The fair value of all stock options granted by the Company to employees, and non-employees, is treated as 
compensation costs in accordance with CICA Handbook section 3870 Stock-based Compensation.  These 
costs are charged to the statement of loss or, if appropriate, are capitalized to mineral properties over the 
stock option vesting period.  The Company’s allocation of stock-based compensation is consistent with its 
treatment of other types of compensation for each recipient.   
 
Stock-based compensation has been allocated to the following line items: 

 
For the year ended December 31, 

 
2008 

$ 
 2007 

$ 
 2006 

$ 
       

Statement of loss, comprehensive loss, and deficit     
       
EXPLORATION   -  106,715  238,641 
       
ADMINISTRATIVE EXPENSES       

Office and administration  389,533  725,797  513,079 
Promotion and travel  36,283  53,240  113,355 

  425,816  885,752  865,075 
Balance sheet      

      
MINERAL PROPERTIES      

Carmacks Copper Project  122,514  175,317  - 
Casino  122,390  56,696  - 
Hushamu  1,383  32,383  - 
Redstone  2,288  7,985  - 

  248,575  272,381  - 
      
  674,391  1,158,133  - 
      

 
The value of stock-based compensation awards is determined at the time of grant using the Black-Scholes 
option pricing model.    

On August 5, 2008, Western Copper granted 150,000 stock options to an employee at $1.39 per share.  
The fair value of these stock options totalled $140,100.  This value was calculated using the Black-Scholes 
option pricing model and the following assumptions:   

Expected stock price volatility  81.9% 
Expected option term, in years  5.0 
Average risk-free interest rate  3.33% 
Expected dividend yield  - 
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On June 24, 2008, Western Copper granted 670,000 stock options to employees and directors at $1.25 per 
share.  The fair value of these stock options totalled $469,000.  This value was calculated using the Black-
Scholes option pricing model and the following assumptions:   

Expected stock price volatility  78.3% 
Expected option term, in years  5.0 
Average risk-free interest rate  3.24% 
Expected dividend yield  - 

 
Option pricing models require the input of highly subjective assumptions including the expected price 
volatility. Changes in the subjective input assumptions can materially affect the fair value estimate, and 
therefore the existing models do not necessarily provide a reliable single measure of the fair value of the 
Company’s stock options and/or warrants granted and/or vested during the period. 

 
c) Warrants 

All of the Company’s warrants expired on May 3, 2008.  A summary of the changes in warrants 
outstanding for the year ended December 31, 2008 is presented below: 

 Warrants outstanding Exercise price 
$ 

Balance - December 31, 2007 2,562,979 3.50 
Expired  (2,562,979) 3.50 
  
Balance – December 31, 2008  - - 

 
The value of warrants is determined by using the Black-Scholes option pricing model and is determined at 
the time the warrants are issued. 

11 Commitments 

The Company has an agreement to sublease office space in Vancouver which expires October 31, 2009. The 
total amount of payments remaining during the course of the agreement is $227,828, all which is due from 
January 1, 2009 to October 31, 2009.  

The Company has an agreement to sublease office space in the Yukon until December 31, 2011. The total 
amount of payments remaining during the course of the agreement as at December 31, 2008 is $69,984.  Of this 
amount $23,328 is due within the next 12 months. The Company will also have to pay its proportionate share of 
operating costs.  This amount has not been included in the payments noted above. 

Mineral property commitments are described in note 8. 
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12 Related party transactions 

During the year ended December 31, 2008, the Company charged overhead expenses to one of its directors in 
the amount of $7,348 (2007 - $7,285, 2006 - $4,665).  The Company credited this amount against office and 
administration expenses on the statement of loss.   

Related party transactions are measured at the exchange amount. 

13 Segmented information 

a) Industry information 

The Company operates in one reportable operating segment: the acquisition, exploration, and future 
development of resource properties. 

b) Geographic information 

All interest is earned in Canada. 

The Company’s mineral properties are located in Canada and Mexico.  The geographical breakdown of 
mineral properties is shown in note 8. 

All other non-current assets are held in Canada. 

14 Financial instruments 

a) Designation 

Western Copper has designated its financial instruments as follows:  

i) Cash and cash equivalents and short-term investments are classified as “Held-for-Trading” and are 
recorded at their fair value; 

ii) Other receivables are classified as “Loans and Receivables”. These financial assets are recorded at 
their amortized cost using the effective interest method; and 

iii) Accounts payable and accrued liabilities are classified as “Other Financial Liabilities”. These 
financial liabilities are recorded at their amortized cost using the effective interest method.  
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b) Fair value 

Due to the short-term nature of other receivables and accounts payable and accrued liabilities, the 
Company estimates that their carrying value approximates their fair value. 

c) Credit risk 

Financial instruments that potentially subject the Company to credit risk consist primarily of cash and cash 
equivalents and short-term investments.  To limit its credit risk the Company deposits cash and cash 
equivalents in Canadian chartered banks and purchases short-term investments that are guaranteed by the 
Canadian government or by Canadian chartered banks. 

d) Currency risk 

The majority of the Company’s expenditures are incurred in Canadian dollars.  To limit its exposure to 
currency risk, the Company maintains the majority of its cash and cash equivalents in Canadian dollars.  
The Company did not have material amounts of financial instruments denominated in US dollars as at 
December 31, 2008 and 2007. 

e) Interest rate risk 

The Company is exposed to interest rate risk on its cash and cash equivalents and its short-term 
investments.  Generally, the Company’s interest income will be reduced during sustained periods of lower 
interest rates as higher yielding cash equivalents and short-term investments mature and the proceeds are 
invested at lower interest rates.   
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15 Supplemental cash flow information 

Western Copper received working capital items as part of the plan of arrangement between Glamis and Western 
Silver in 2006.  The Company did not have to expend any cash to acquire these items.  Their carrying value at 
the time of the transfer was allocated to share capital. 

For the year ended December 31,  2008  2007  2006 
 $  $  $ 
Change in non-cash working capital items      

Accrued interest on short-term investments       (25,162)  -  - 
Receivables relating to operations 13,501  118,633  (214,802) 
Prepaid expenses 4,316  27,532  (62,626) 
Accounts payable and accrued liabilities 

relating to operations 12,160 
 

(371,258) 
 

582,874 
      
 4,815  (225,093)  305,446 

 
16 Income taxes  

 
a) Income tax balances 

 
The Company has available approximate non-capital losses that may be carried forward to apply against 
future years’ income for Canadian income tax purposes.  The losses expire as follows: 
 

Available to Amount 
$ 

2010 63,199 
2014 89,319 
2015 34,373 
2024 232,712 
2025 793,319 
2026 410,941 
2027 1,288,583 
2028 1,666,276 

  
 4,578,722 

 
The Company has approximately $37 million in Canadian Exploration and Development Expenditures 
(“CEDE”) that are available to reduce future taxable income.  CEDE balances do not expire.   
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b) Statutory rate reconciliation 

The current and future income tax expense or recovery reported by the Company for the year ended 
December 31, 2008 differs from the amounts obtained by applying statutory rates to the loss before 
income tax.   

A reconciliation of the income tax provision computed at statutory rates to the reported income tax 
provision is provided below: 

  2008  2007  2006 
       

Statutory tax rate   31.00%   34.12%   34.12%
      
  $  $ $
     
Loss for the year before income tax  2,610,952  4,747,245 3,242,185

      
Income tax recovery computed at statutory rates  809,395  1,619,760 1,106,234

     
Non-deductible items  (283,210)  (323,716) 519,724
Benefits from losses not recognized  (525,875)  (1,294,775) (1,625,392)
Difference between Canadian and foreign tax 

rates  (311)  (1,269) (566)
Effect of income tax rate reductions on the future 

income tax liability  (134,440)  (1,446,279) -
Effect of mineral property write-off on future 

income tax liability  (103,185)   -
Other future income tax recovery  (214,078)  (75,000) -
     

Future income tax recovery  (451,703)  (1,521,279) -
 

c) Future income tax liability 

Temporary differences arising from the difference between the tax basis and the carrying amount of the 
Company’s mineral properties is used to calculate the future income tax liability of $9,965,115 (2007 - 
$10,310,549). 

Future income tax liability is measured using tax rates and laws that are expected to apply when the 
differences are expected to reverse.  The Company estimates that the future income tax liability relating to 
its mineral properties will be realized in or after the 2012 taxation year.   

In 2008, the government of British Columbia enacted a reduction in its provincial tax rates.  The reduction 
in tax rates resulted in a future income tax recovery of $134,440.   

In December 2007, the Canadian federal government enacted a reduction in the Canadian federal income 
tax rates.  The reduction in tax rates resulted in a future income tax recovery of $1,446,279.    

 



Western Copper Corporation 
(an exploration stage company) 
Notes to the Consolidated Financial Statements 
December 31, 2008 
 
(expressed in Canadian dollars) 
 

d) Future income tax assets 

Future income tax liabilities and future income tax assets offset if they relate to the same taxable entity 
and the same taxation authority.  Future potential tax deductions that are not used to offset future income 
tax liabilities are considered to be future income tax assets. 

 The significant components of the Company’s future tax assets are as follows: 

  
2008 

$  
2007 

$ 
     

Future income tax assets     
Mineral property interests  2,382,211  2,538,455 
Non-capital losses carried forward  1,126,083  847,273 
Other  34,750  7,147 
     
Future income tax assets  3,543,044  3,392,875 
Valuation allowance for future income tax assets  (3,543,044)  (3,392,875) 

     
  -  - 

 
The Company estimates that the realization of income tax benefits related to these future potential tax 
deductions is uncertain and cannot be viewed as more likely than not. Accordingly, no future income tax 
asset has been recognized for accounting purposes. 
 

17 Material differences between Canadian and United States generally accepted accounting 
principles (GAAP)  

Western Copper prepares its consolidated financial statements in accordance with accounting principles 
generally accepted in Canada (“Canadian GAAP”), which differ in certain material respects from those 
principles that the Company would have followed had its financial statements been prepared in accordance with 
accounting principles generally accepted in the United States (“US GAAP”). The effects of significant 
measurement differences between Canadian and US GAAP are described below. 

a) Balance Sheets 

As at December 31,  
 

2008
$ 

2007 
$ 

    
Mineral properties - Canadian GAAP  65,702,582  57,194,181 
Cumulative exploration expenditures written off 

under US GAAP (i)  (18,457,873)  (10,032,556) 
Future income tax effect of cumulative exploration 

expenditures written off under US GAAP (i)  (220,332)  (217,248) 
     
Mineral properties - US GAAP  47,024,377  46,944,377 
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As at December 31,  
 

2008
$ 

2007 
$ 

    
Future income tax liability – Canadian GAAP  9,965,115  10,310,549 

Cumulative adjustments under US GAAP (i)  (2,392,284)  (896,121) 
     
Future income tax liability – US GAAP  7,572,831  9,414,428 
     
     
Shareholders’ equity - Canadian GAAP  68,453,479  69,937,837 
Cumulative exploration expenditures written off 

under US GAAP (i)  (18,457,873)  (10,032,556) 
Cumulative future income tax recovery adjustment 

under US GAAP (i)  2,171,952  678,873 
     
Shareholders’ equity - US GAAP  52,167,558  60,584,154 

  
b) Statements of Loss, Comprehensive Loss, and Deficit 

For the years ended December 31, 
 

2008 
$ 

2007 
$ 

2006
$ 

       
Loss and comprehensive loss - Canadian GAAP  2,159,249  3,225,966  3,242,185 
Mineral property write-off under Canadian GAAP  (405,001) - - 
Exploration expenditures for the period (i) under 

US GAAP  8,727,133 9,505,226 103,816 
Future income tax recovery under Canadian GAAP  451,703  1,521,279  - 
Future income tax recovery under US GAAP  (1,841,597)  (2,200,152)  - 
       
Loss and comprehensive loss - US GAAP   9,091,487  12,052,319  3,346,001 
       
Deficit - US GAAP, Beginning of the year  33,391,070  21,338,751  17,992,750 
Loss and comprehensive loss - US GAAP   9,091,487  12,052,319  3,346,001 
       
Deficit - US GAAP, End of the year  42,482,557  33,391,070  21,338,751 
       
Loss and diluted loss per share   0.12  0.17  0.06 
       
Weighted average number of common shares 

outstanding   72,792,941  72,488,711  52,481,505 
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c) Statements of Cash Flows 

For the years ended December 31, 
 

2008 
$ 

2007 
$ 

2006
$ 

Cash provided by (used in) operating activities - 
Canadian GAAP  (1,735,717) (4,051,687) (3,970,217)

Adjustment for mineral properties and deferred 
exploration (i) under US GAAP (8,573,293) (8,691,076) (100,000)

     
Cash provided by (used in) operating activities - US

GAAP (10,309,010) (12,742,763) (4,070,217)
       

 

For the years ended December 31, 
 

2008 
$  

2007 
$  

2006
$

Cash provided by (used in) investing activities - 
Canadian GAAP   (16,954,526)  25,040,912  (32,807,529)

Adjustment for mineral properties and deferred 
exploration (i) under US GAAP  8,573,293  8,691,076  100,000

      
Cash provided by (used in) investing activities - US 

GAAP  (8,381,233)  33,731,988  (32,707,529)
       

 
Current differences in accounting principles 

 
i) Mineral property exploration expenditures 

 
Mineral property exploration expenditures are accounted for in accordance with Canadian GAAP as 
disclosed in note 2.  
 
For US GAAP purposes, exploration expenditures relating to mineral properties for which 
commercial and legal feasibility has not yet been established and administrative expenditures are 
expensed as incurred.  
 
Mineral property acquisition costs, including periodic option payments, and development 
expenditures incurred subsequent to the determination of the feasibility of mining operations are 
deferred until the property to which they relate is placed into production, sold, allowed to lapse or 
abandoned, or when impairment in value has been determined to have occurred. 
 
Mineral property acquisition costs include the cash consideration and the fair value of common 
shares and warrants issued for mineral property interests, pursuant to the terms of the relevant 
agreement.  Mineral properties are written off if the property is sold, allowed to lapse, abandoned, or 
when impairment in the value has been determined to have occurred.  Mineral property sales 
proceeds or option payments received for exploration rights are treated as cost recoveries. 
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Recent and future accounting pronouncements under US GAAP 
 

i) The hierarchy of Generally Accepted Accounting Principles 

In May 2008, FASB issued SFAS No. 162, “The hierarchy of Generally Accepted Accounting 
Principles”, which identifies the sources of accounting and the framework for selecting the principles 
to be used in the preparation of financial statements of non-governmental entities that are presented in 
conformity with US GAAP.  SFAS No. 162 was effective November 15, 2008.  The adoption of this 
standard for US GAAP purposes did not affect the Company’s consolidated financial statements. 
 

ii) Determining the fair value of a financial asset when the market for that asset is not active 

In October 2008, FASB issued FSP No. FAS 157-3, “Determining the fair value of a financial asset 
when the market for that asset is not active”, which clarifies the application of SFAS No. 157 in a 
market that is not active and provides key considerations in determining the fair value of the financial 
asset.  FSP FAS 157-3 is effective upon issuance, including prior periods for which financial 
statements have not been issued.  Revisions resulting from a change in the valuation technique or its 
application shall be accounted for as a change in accounting estimate.  The adoption of this standard 
for US GAAP purposes did not affect the Company’s consolidated financial statements. 

iii) EITF 07-05 – Whether an instrument or embedded feature is indexed to an entity’s own stock 

This new standard states that a company is required to assess whether an equity instrument, 
denominated in a currency other than its own measurement currency, is a derivative financial 
instrument or an embedded derivative.  This standard is effective for interim and annual financial 
statements beginning on or after December 15, 2008.  Early adoption is prohibited.  The Company 
will adopt EITF 07-05 for US GAAP purposes on January 1, 2009 and does not expect that the 
adoption of this standard for US GAAP purposes will have a material effect on its consolidated 
financial statements.   

 

 



WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
The following management discussion and analysis of Western Copper Corporation (“Western Copper” or the 
“Company”) is dated March 26, 2009, and provides an analysis of the Company’s results of operations for the year 
ended December 31, 2008.   
 
This discussion is intended to provide investors with a reasonable basis for assessing the financial performance of 
the Company as well as certain forward looking statements relating to its potential future performance.  The 
information should be read in conjunction with the Western Copper Corporation December 31, 2008 audited annual 
consolidated financial statements and the related notes for the years then ended which have been prepared in 
accordance with Canadian generally accepted accounting principles.  Western Copper’s accounting policies are 
described in note 2 of the financial statements noted above.  All of the financial information presented herein is 
expressed in Canadian dollars, unless otherwise indicated.   
 
Western Copper is listed on the Toronto Stock Exchange under the symbol ‘WRN’ and is registered under Form 20F 
with the United States Securities and Exchange Commission (“SEC”).  At March 26, 2009, the Company had 
72,819,036 common shares outstanding. 
 
Additional information on the Company can be found in the Company’s Annual Information Form (“AIF”), filed 
with Canadian regulators on SEDAR at www.sedar.com and with the United States Securities and Exchange 
Commission at www.sec.gov on Form 20F.   
 
Business and overview 
 
Western Copper Corporation is a Canadian-based publicly-traded mineral exploration company with a primary focus 
of advancing its mineral properties towards production.  All of Western Copper’s significant properties are located 
in Canada.   
 
Over the last several months, the commodity industry has witnessed significant change.  Many metal prices declined 
from multi-year peaks halfway through the year to three to four year lows by the end of the year.  The most 
significant metals for Western Copper are copper, gold, and molybdenum.  Copper traded at over US$4.00/lb in 
June 2008, but finished the year around US$1.50/lb.  Molybdenum, which was trading at approximately US$30/lb 
earlier in the year, dropped to approximately US$10/lb by year-end.  Gold has been a bright spot for commodities.  
Despite an extremely volatile year in 2008, the yellow metal has traded at over US$850/oz. since late January 2009. 
 
Although the financial crisis has been the main reason for commodity price declines, another major contributor has 
been the strengthening of the United States (“US”) dollar.  The exchange rate between the Canadian and US dollar 
was near par from January to July 2008, but increased to approximately CA$1.20 per US dollar in October 2008 and 
has remained near that level since.  The change in the exchange rate between the two currencies has muted some of 
the commodity price declines for projects that will earn revenue in US dollars, but who will pay expenditures in 
Canadian dollars.  The change in the exchange rate has significantly improved gold’s value in Canadian dollar 
terms. 
 
The overall decline in commodity prices has created some benefit for development companies.  Lower prices for 
inputs such as steel and fuel have significantly reduced the estimated capital costs to build mines.  Despite reduced 
capital requirements for projects, mineral exploration and development companies are finding it harder to obtain 
financing from credit and capital markets to increase their liquidity or to build their projects.   
 
The sudden and dramatic change in market conditions outlined above may significantly alter management estimates 
and forward looking information that were previously reported or that are contained herein.  Refer to the risks and 
uncertainties section of this document for more details. 
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
The following summarizes exploration and development activities on Western Copper’s mineral properties. 
 
Casino (Yukon, Canada) 
 
The Casino porphyry copper-gold-molybdenum deposit is located 300 kilometres northwest of Whitehorse, in the 
Yukon Territory.  It has been the subject of considerable exploration going back to 1967 including a 73,000 metre 
diamond drilling program in the 1990’s.   
 
On August 9, 2007, Western Copper exercised its option on the Casino property.  As a result, the Company acquired 
the mineral claims that comprise the Casino property in exchange for a $1 million cash payment.  
 
Should it make a production decision on the property, Western Copper is required to make an additional cash 
payment of $1 million.  Production on the claims is also subject to a 5% net profits interest. 
 
On June 24, 2008, Western Copper announced that an independent pre-feasibility study on the Casino property 
supports the development of the project.  The independent pre-feasibility study projects that development of the 
Casino deposit will produce a pre-tax Internal Rate of Return (“IRR”) of 20.4% and an undiscounted Net Present 
Value (“NPV”) of $7.5 billion, based on 100% equity and metal prices of US$2.95 per pound for copper, US$30.97 
per pound for molybdenum and US$647.40 per ounce for gold.  After-tax figures indicate an IRR of 14.9% and an 
undiscounted NPV of $4.5 billion.   
 
Commodity prices, foreign exchange rates, and capital and operating costs have been volatile since the release of the 
pre-feasibility study.  To review sensitivity analysis showing project performance relative to a variety of 
assumptions, please refer to the technical report summary filed on the Company’s website and on www.sedar.com. 
 
Following the positive result of the pre-feasibility study, the Company has begun preparing a Project Proposal for 
submission to the Yukon Environmental and Socio-economic Assessment Board (YESAB).    Western Copper has 
initiated a baseline environmental data collection program to update and to complement environmental information 
collected in the early 1990’s.  The Company has also had a number of preliminary meetings with various 
government departments and initial meetings with First Nations Governments to introduce them to the project.   
 
During the third quarter of 2008, the Company mobilized personnel, fuel, equipment, and supplies to the property.   
Initial work involved cleaning up and restoring the camp site to an acceptable working condition.  The existing camp 
had not been used since the 1990’s and was in need of refurbishment.  The permanent camp that has now been 
established will support all on-going activity at the property including drilling, data collection, and other activities 
required for exploration and permitting.   
 
The Company drilled two holes as part of its drill program in 2008.  The purpose of the drill program was to obtain 
fresh rock samples for geochemical and metallurgical testing.  The holes will provide additional information in areas 
of the pre-feasibility study open pit where there has been limited drilling in the past.  
 
In 2009, the Company will continue its permitting efforts by collecting environmental data that will help form part 
of the Project Proposal.  At present no exploration is planned for the 2009 season.   
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Carmacks Copper Project (Yukon, Canada) 
 
The Carmacks Copper Project is located 192 kilometres north of Whitehorse in the Yukon Territory.  Any 
production from the Carmacks Copper Project is subject to either a 15% net profits interest or a 3% net smelter 
royalty, at Western Copper’s election.   If Western Copper elects the net smelter royalty, it has the right to purchase 
the royalty for $2.5 million, less any advance royalty payments made to that date.  The Company is required to make 
an advance royalty payment of $100,000 for any year in which the average daily copper price reported by the 
London Metal Exchange is US$1.10 per pound or greater.   As at March 26, 2009, Western Copper has made 
$600,000 in advance royalty payments.   
 
On April 26, 2007, Western Copper reported the key findings of its feasibility study on the project and announced 
that the study supports the development of the mine.  Based on the reserve (proven and probable) estimate of 10.6 
million tonnes, the mine has an estimated six year ore production life.  The feasibility study indicates initial capital 
development costs of $144 million, which includes a contingency of $14.1 million.  An additional sum of $7.3 
million is attributable to owner’s costs, which include the Company’s project team salaries, spare parts, and bond 
costs.   The life-of-mine operating costs are estimated to be $0.98/lb. of copper (US$0.83/lb. of copper at 0.85 
US$/$).   Using a rolling average of 3 years historical and 2 years future copper prices of US$2.32 at the time of the 
study, based on 100% equity, the project has an internal rate of return of 15.7% and an undiscounted net present 
value of $122.9 million.  The feasibility study indicates a payback period of 3.9 years.    
 
Commodity prices, foreign exchange rates, and capital and operating costs have been volatile since the release of the 
feasibility study.  To review sensitivity analysis showing project performance relative to a variety of assumptions, 
please refer to the technical report summary filed on the Company’s website and on www.sedar.com. 
 
On July 18, 2008, the Yukon Environmental and Socio-economic Assessment Board (“YESAB”) released its Final 
Screening Report.  The Final Screening Report recommends that the project move ahead without further review, 
subject to a number of mitigative conditions.   
 
On September 12, 2008, the Yukon Government issued a Decision Document agreeing with the recommendation of 
the YESAB that the Carmacks Copper Project be allowed to proceed.  
 
The issuance of the positive Decision Document completes the assessment process under the Yukon Environmental 
and Socio-economic Assessment Act.   Western Copper’s next step in the regulatory process is to obtain the Quartz 
Mining License (“QML”) and the Water Use License (“WUL”).  An updated application for a QML has been 
submitted to the Department of Energy Mines and Resources of the Yukon Government.  The Yukon Government 
has indicated that it expects to issue a QML near the end of March 2009.    The QML is required in order for 
Western Copper to commence construction of the Carmacks Copper mine. 
 
An updated application to the Water Board for a WUL was submitted on December 12, 2008.  The Water Board is 
currently reviewing the application for adequacy. 
 
With the receipt of the Decision Document, the Company has resumed discussions with Yukon Energy regarding the 
provision of a spur line to the property and the supply of grid power to the project.  The Company expects to begin 
more formal talks on the subject of a power purchase agreement in Q2 2009. 
 
Until the end of the third quarter 2008, Western Copper’s Engineering Procurement Construction Management 
contractor continued engineering activities relating to advancing the design of the facilities.   Due to market 
conditions, the delay in obtaining the QML, and the desire to preserve cash, the Company has now decided to 
decrease detailed engineering activities to a minimum.  
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Proposals for several key long delivery items have been received and evaluated.  The Company has agreed on terms 
with a supplier for the design and supply of the acid plant.  At year-end, the vendor had completed the design and 
engineering of this facility. 
 
Based on the expected timeline for issue of certain permits and licenses, the Company does not expect to commence 
any major construction activities in 2009.  Western Copper will focus its efforts on obtaining the necessary permits 
and on performing only essential engineering activities.  
 
Hushamu (British Columbia, Canada) 
 
The Hushamu property consists of three blocks of mineral claims in a prospective copper-gold porphyry belt located 
on northern Vancouver Island, approximately 25 kilometres west of Port Hardy and 360 kilometres northwest of 
Vancouver, British Columbia.  The mineral claim blocks are referred to as the Hushamu claims, the Apple Bay 
claims, and the Rupert Block.   
 
Should a production decision be made on the Hushamu claims, Western Copper is required to make a cash payment 
of $1 million to an unrelated third party within 60 days of the production decision.  These mineral claims are also 
subject to a 10% net profits interest. 
 
On January 31, 2008, Western Copper made the final payment required under its option agreement with Electra 
Gold Ltd. (“Electra”) in the amount of $80,000.  As a result, the Company acquired 100% interest in the Apple Bay 
mineral claims previously held by Electra.  Should a production decision be made on the Apple Bay claims, Western 
Copper is required to pay $800,000 in cash or in Western Copper stock to Electra.   The payment method is at the 
election of Western Copper.   
 
Electra maintains the right to explore the Apple Bay claims for non-metallic minerals.   
 
The Rupert block is free of encumbrances. 
 
On August 25, 2008, Western Copper signed an option and joint venture agreement with IMA Exploration Inc. 
(“IMA”) that gives IMA the option to earn a 70% interest in the Hushamu property.  Pursuant to the terms of the 
agreement, IMA has agreed to expend a minimum of $1.9 million in the first year of a three year option period. Over 
years two and three IMA is required to spend an additional $13.1 million towards the completion of a pre-feasibility 
study on the Hushamu deposit located on the Hushamu claim block. These expenditures, a total of $15 million, and 
the completion of a pre-feasibility study will earn IMA a 49% interest in the project. IMA can earn an additional 
16% by funding a subsequent feasibility study by the end of the fourth year and an additional 5% by completing 
mine permitting.  The option period began on the execution date of the option and joint venture agreement. 
 
On February 23, 2009, IMA released the results of their 2008 exploration program.  IMA reported that the four holes 
drilled in the NW Expo zone contained copper, gold, molybdenum and rhenium mineralization consistent with that 
found by Western Copper previously.  The two holes drilled in the main Hushamu deposit contained copper grades 
consistent with previous results, but slightly higher gold grades.  IMA also assayed for molybdenum and rhenium 
and found significant values of both metals.  Molybdenum had not been assayed for on a consistent basis in the past 
and previous programs had not assayed for rhenium. 
 
As of the date of this report, IMA had met their required minimum expenditure obligations for the first year. 
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Redstone (Northwest Territories, Canada) 
 
The Redstone property comprises five mining leases and 55 mineral claims in six distinct areas in the Nahanni 
Mining District southwest of Norman Wells in the Northwest Territories.   
 
The only area that presently has an NI 43-101 compliant resource estimate is the Coates Lake area.  This area 
consists of the five mining leases noted above.  Should production be initiated at Coates Lake, the five mining leases 
are subject to a net smelter royalty of between 3-4% depending on the monthly average of the final daily spot price 
of copper reported on the New York Commodities Exchange relating to each production month, as follows:   
 

 3% if the price is less than, or equal to US$0.75 per pound; 
 3.5% if the price is greater than US$0.75 per pound, but less than, or equal to US$1.00 per pound; and 
 4% if the price is greater than US$1.00 per pound. 

 
The remainder of the Redstone property is not subject to royalties. 
 
In September 2007, the Company signed an agreement with the Mineral Deposits Research Unit at the University of 
British Columbia (“UBC”) to fund a research project that will aim to provide a better understanding of the regional 
geology and to identify areas covered by the Company’s existing claims and leases that offer the most exploration 
potential.   
 
The UBC team did not make its planned visit to the property in 2008, but the Company anticipates that UBC will 
begin preliminary work on the study during 2009.  
 
Sierra Almoloya (Chihuahua, Mexico) 
 
The Company acquired the Sierra Almoloya property, a group of claims located in the state of Chihuahua, Mexico, 
as a result of Western Copper’s spin-out from Western Silver in 2006.  Western Copper has not performed any work 
on the Sierra Almoloya property since having acquired it.   
 
Near the end of 2008, the Company reassessed the property and decided to abandon the claims.  As a result, the 
Company wrote-off all costs capitalized to the property ($405,001).  
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The following annual information has been extracted from the Company’s audited annual consolidated financial 
statements and the quarterly information has been extracted from the Company’s unaudited interim consolidated 
financial statements. 
 
Consolidated financial and operating information 
In Canadian dollars, as at and for the years ended: 
  

 December 31, 
2008 

$ 

December 31, 
2007 

$ 

December 31, 
2006

$
Loss and comprehensive loss  2,159,249 3,225,966 3,242,185
Loss and comprehensive loss per share  – basic and 

diluted 0.03 0.05 0.06
Mineral properties 65,702,582 57,194,181 46,507,499
Cash, cash equivalents, and short-term investments 13,062,366 23,726,947 37,082,010
Total assets 79,216,492 81,156,211 84,005,656

 
Selected quarterly financial information 
In Canadian dollars, as at and for the quarters ended: 
 

 12/31/08 
$ 

9/30/08 
$ 

6/30/08 
$ 

3/31/08
$

Loss and comprehensive loss 599,667 530,503 544,160 484,919
Loss and comprehensive loss per share  – basic and 

diluted1 0.01 0.01 0.01 0.01
Exploration expenses - - - -
Mineral properties 65,702,582 64,047,426 61,664,820 58,853,128
Cash, cash equivalents, and short-term investments  13,062,366 16,460,243 18,527,233 21,963,631
Total assets 79,216,492 80,708,309 80,414,978 80,977,997

 
 

 12/31/07 
$ 

9/30/07 
$ 

6/30/07 
$ 

3/31/07
$

Loss and comprehensive loss (894,685) 385,067 2,003,538 1,732,046
Loss and comprehensive loss per share  – basic and 

diluted1 (0.01) 0.01 0.03 0.02
Exploration expenses - - 1,265,320 1,247,119
Mineral properties 57,194,181 55,395,547 51,097,993 47,265,078
Cash, cash equivalents, and short-term investments  23,726,947 26,324,280 30,441,934 34,564,486
Total assets 81,156,211 82,000,958 81,968,869 82,777,429

 
1.  Quarterly figures may not add to the annual figure due to rounding. 

 



WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Current quarter: 
 
Western Copper had a loss of $600,000 ($0.01 per common share) for the three months ended December 31, 2008.   
This compares with net income of $894,000 ($0.01 per common share) during the same quarter in the previous year.  
Two items accounted for the majority of the $1.5 million difference.    
 
Future income tax recovery was $1.1 million lower in Q4 2008 compared to the same period in the previous year 
because the 2008 changes to enacted BC provincial corporate tax rate and the future income tax effects of the Sierra 
Almoloya write-off had less of an effect than the 2007 changes to the federal corporate tax rate.   
 
The other item of note is that the Company wrote-off $405,000 of costs relating to Sierra Almoloya when it 
abandoned the relevant claims in Q4 2008.  There were no write-offs in the previous year.   
 
Other offsetting differences include differences in stock-based compensation and interest income.  Stock-based 
compensation for the quarter was less than during the same period in 2007 due to differences in fair value 
amortization and interest income was lower than the same quarter in the previous year because of lower interest 
rates and lower cash balances.   
 
Previous quarters presented: 
 
In Q4 2007, the Company recognized a future income tax recovery of $1.4 million relating to changes in the 
Canadian federal corporate income tax rates.  If not for this transaction, the net loss for Q4 2007 would have been 
approximately $500,000, a figure that is consistent with the quarterly losses in 2008.   
 
The quarterly results for periods ending June 30, 2007 and March 31, 2007 differ significantly from those presented 
after those dates because the Company had been expensing all exploration costs relating to the Carmacks Copper 
Project until the release of the feasibility study in April 2007.  Since the release of the feasibility study, on-going 
costs relating to the project have been capitalized.  
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Results of operations 
 

  Three Months Ended 
December 31, 

 Year Ended 
December 31, 

In Canadian dollars 
(unaudited) 

 2008 
$ 

 2007 
$ 

 2008 
$ 

 2007 
$ 

         
EXPLORATION EXPENSES  -  -  -  2,512,439 
       
ADMINISTRATIVE EXPENSES       
Accounting and legal  102,158  129,454  400,035  462,340 
Filing and regulatory fees  6,496  5,630  78,101  84,101 
Office and administration  502,851  626,486  1,921,138  2,281,152 
Promotion and travel  92,783  137,371  354,521  663,978 

       
LOSS BEFORE TAXES AND OTHER 

ITEMS 
 

704,288  898,941  2,753,795  6,004,010 
       
OTHER ITEMS      
Interest income  (88,623)  (281,214)  (599,575)  (1,276,014)
Foreign exchange  30,704  8,867  51,731  19,249
Write-off of mineral properties  405,001  -  405,001  -
         
LOSS BEFORE TAXES  1,051,370  626,594  2,610,952  4,747,245 
         
Future Income Tax recovery  (451,703)  (1,521,279)  (451,703)  (1,521,279)
         
LOSS (INCOME) AND 

COMPREHENSIVE LOSS (INCOME)  
 

599,667  (894,685)  2,159,249  3,225,966 
         

 
Western Copper had a net loss of $2.2 million ($0.03 per common share) for the year ended December 31, 2008.   
This compares with a net loss of $3.2 million ($0.05 per common share) in the previous year.  The following items 
had significant effects on the Company’s operating results: 
 

i) In 2001, the Carmacks Copper Project was written down to its estimated fair value based on 
information available at that time.  In April 2007, Western Copper released the results of its updated 
feasibility study.  The Company expensed all ongoing costs relating to the Carmacks Copper Project 
prior to the release of the updated feasibility study.  Since the release of the feasibility study, Western 
Copper has been capitalizing costs incurred on the project.  

 
ii) Stock-based compensation allocated to administrative expenses decreased by $350,000 compared to 

the prior year.  Stock-based compensation levels will vary considerably due to the number of stock 
options granted, the expected term of the stock options, the pricing of the stock options and a number 
of other assumptions used when determining and expensing the value of stock options for financial 
reporting purposes.  Stock-based compensation is not a cash cost. 
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Employee wages allocated to administrative expenses decreased by $76,000 compared to the previous 
year due to timing of employee turnover and to variations in amounts allocated to office and 
administration expenses and to mineral properties. 
 
All compensation, including wages and stock-based compensation, that relates to a mineral property 
has the same treatment as other costs relating to that mineral property.  In 2008, Western Copper 
capitalized all costs incurred on its mineral properties.  In the previous year, wages and other costs 
relating to the Carmacks Copper Project were allocated to exploration expense until the release of the 
feasibility study in April 2007.  Mineral property activity and related costs are discussed in the 
liquidity and capital resources section. 
 

 
Stock-based compensation Three Months Ended 

December 31, 
 Year Ended 

December 31, 
In Canadian dollars 
(unaudited) 

2008 
$ 

 2007 
$ 

 2008 
$ 

 2007 
$ 

        
EXPLORATION -  -  -  106,715 

        
ADMINISTRATIVE        

Office and administration 84,808  152,350  389,533  725,797 
Promotion and travel 10,594  11,714  36,283  53,240 

        
 95,402  164,064  425,816  885,752 

 
 

Wages and salaries Three Months Ended 
December 31, 

 Year Ended 
December 31, 

In Canadian dollars 
(unaudited) 

2008 
$ 

 2007 
$ 

 2008 
$ 

 2007 
$ 

        
EXPLORATION -  -  -  159,866 

        
ADMINISTRATIVE        

Office and administration 205,395  218,209  636,979  696,112 
Promotion and travel 19,500  22,617  68,250  85,716 

        
 224,895  240,826  705,229  941,694 

 
iii) Promotion and travel decreased by $310,000 because the Company made a conscious effort to 

minimize discretionary expenses such as advertising and annual report production in 2008.  Western 
Copper also participated in less road shows in the current year as compared to the previous year.  This 
significantly reduced travel costs. 
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
iv) Western Copper continues to earn interest on its cash deposits held at banks and on its short-term 

investments.  As the Company uses its working capital to fund operations and mineral property 
development, its interest bearing balances have been decreasing.  This has led to lower year-over-year 
interest income.  Interest income has also decreased compared to prior year because the Bank of 
Canada has significantly lowered its key interest rate over the past twelve months.  Decreasing interest 
income is expected to continue as interest bearing balances are used to fund on-going operations. 

 
v) Near the end of 2008, the Company reassessed the Sierra Almoloya property and decided to abandon 

the claims.  As a result, Western Copper wrote-off all costs capitalized to property.  These costs 
totalled $405,000.  There were no write-downs in the prior year.  

 
vi) The future income tax recovery for the quarter and year ended December 31, 2008 is due to enacted tax 

rate changes by the British Columbia government and reversal of amounts previously allocated to 
Sierra Almoloya. In December 2007, the Canadian federal government enacted a reduction in the 
Canadian federal income tax rates.  The reduction resulted in a future income tax recovery of 
$1,446,279.   The Company estimates that the future income tax liability relating to its mineral 
properties will be realized in or after the 2012 taxation year.  

 
The scale and nature of the Company’s operations has remained consistent with 2007 and this trend is expected to 
continue in 2009.  Throughout the year, the Company will be monitoring market conditions and if the current 
conditions persist, it may decide to undertake initiatives to considerably reduce costs to conserve cash.   
 
Liquidity and capital resources 
 

  Year Ended 
December 31, 

  2008 
$ 

 2007 
$ 

Cash provided by (used in)     
Operating activities  (1,735,717)  (4,051,687) 
Financing activities  500  447,700 
Investing activities  (16,954,526)  25,040,912 
     

Increase (decrease) in cash and cash equivalents   (18,689,743)  21,436,925 
     
Cash and cash equivalents – beginning   23,726,947  2,290,022 
     
Cash and cash equivalents – ending  5,037,204  23,726,947 
     

 
In addition to its cash and cash equivalents, the Company had $8.03 million in short-term investments as at 
December 31, 2008.  Cash, cash equivalents, and short-term investments totaled $13.1 million.  Working capital 
decreased from $23.0 million as at December 31, 2007 to $12.4 million as at December 31, 2008.     
 
Cash and cash equivalents comprise cash deposits held at banks.  Short-term investments consist of Guaranteed 
Investment Certificates (“GIC”) from major Canadian banks that are cashable at the Company’s discretion without 
interest penalty.  Western Copper does not have any exposure to Asset-Backed Commercial Paper.   
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Western Copper is an exploration stage enterprise.  As at December 31, 2008, the Company has not earned any 
production revenue.  It depends heavily on its working capital balance and its ability to raise funds through capital 
markets to finance its operations.   
 
Based on its current estimates, management expects that Western Copper will have sufficient working capital to 
fund its administrative expenses and its mineral property costs in 2009.  The Company will have to raise additional 
capital prior to building any of its projects in order to fund construction costs.  
 
The financial statements have been prepared on a going concern basis, which contemplates the realization of assets 
and the satisfaction of liabilities in the normal course of business.  The Company’s ability to continue as a going 
concern is substantially dependent on its ability to raise funds necessary to acquire assets, perform exploration and 
development activities, and conduct its corporate affairs primarily through the issuance of its common shares. There 
is a risk that in the future the Company may not be able to raise the capital required to fund operations.   
 
Operating activities 
 
The significant components of operating activities are discussed above under the ‘results of operations’ section.   
 
Financing activities 
 
Stock option exercises were the only financing activities in 2008 and 2007.  As at March 26, 2009, most stock 
options outstanding are “out of the money”.  Unless there is a significant increase in the Company’s stock price, 
Western Copper does not expect a significant amount of stock option exercises in 2009. 
 
Investing activities 
 
The Company purchased Guaranteed Investment Certificates (“GIC”) with principal amounts totaling $8 million in 
2008. In the previous year, Western Copper cashed a Guaranteed Investment Certificate in the amount of $34.8 
million.  That transaction accounted for the large amount of cash provided from investing activities during 2007. 
 
The Company expended $8.7 million on mineral property expenditures this year compared to $9.8 million in 2007.  
The majority of these costs were spent on the Carmacks Copper Project and the Casino property. 
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
The mineral property additions shown below represent costs incurred, not necessarily cash spent, on mineral 
property expenditures.  Despite not taking into account changes in working capital balances, such as accounts 
payable, mineral property costs incurred are a good representation of Western Copper’s 2008 mineral property 
expenditures.  
 

 Carmacks Copper 
Project 

$  

Casino 
 

$ 
    
December 31, 2007 11,068,926  15,773,824 
    
Cash items    
Advanced royalty 100,000  - 
Claims maintenance 16,922  4,484 
Detailed engineering 2,486,315  - 
Engineering studies -  1,242,267 
Exploration 72,350  1,688,039 
Permitting 506,398  1,613,993 
Salary and wages 219,213  296,703 
 3,401,198  4,845,486 
Non-cash items    
Amortization -  27,352 
Future income tax 52,505  52,453 
Stock-based compensation 122,514  122,390 
 175,019  202,195 
    
December 31, 2008 14,645,143  20,821,505 

 
A summary of activities at each property is available under the “Business and overview” section at the beginning of 
this document. 
 
Related party transactions 
 
During the year ended December 31, 2008, the Company charged overhead expenses to one of its directors in the 
amount of $7,348 (2007-$7,285, 2006-$4,665).  The Company credited this amount against office and 
administration expenses on the statement of loss.   

Related party transactions are measured at the exchange amount. 

 
 
 

12



WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Contractual obligations 
 
The Company has a commitment relating to its head office lease. The Company has an agreement to lease office 
space which expires October 31, 2009. The future minimum lease payments by calendar year are approximately as 
follows: 
 

Year $
2009 227,828

Thereafter -
Total 227,828

 
The Company has entered into a commitment to lease office space in the Yukon.  The lease expires in 2011.  The 
future minimum lease payments by calendar year are approximately as follows: 
 

Year $
2009 23,328
2010 23,328
2011 23,328

Thereafter -
Total 69,984

 
The Company has no material off-balance sheet arrangements, no material capital lease agreements and no material 
long term obligations other than those described above or in the description of mineral properties. 
 
Significant accounting estimates 
 
The preparation of the consolidated financial statements in conformity with Canadian generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in the financial 
statements and the related notes.  Significant areas where management’s judgement is applied include the 
assessment of impairment to the carrying value of mineral properties,  the determination of the likelihood that  future 
income tax benefits can be realized, and the allocation methodologies used to determine results of operations.  
Actual results could differ from those reported by a material amount. 
 
Mineral properties 
 
The most critical accounting policies, upon which the Company’s carrying value of its mineral property assets 
depends, are those requiring estimates of mineral resources, proven and probable reserves, recoverable amounts of 
metals therefrom, assumptions of capital and operating costs, future metal prices, and estimated costs associated 
with mine reclamation and closure costs. 
 
As at December 31, 2008, management of the Company determined that impairment indicators existed relating to 
the carrying value of the Company’s mineral properties.  As a result, management completed an impairment 
assessment for each of its mineral property interests.  The assessments included revisiting the significant commodity 
price and cost estimates for properties for which a cash flow model was available and performing market 
comparisons for properties that did not have a cash flow model available.   
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
The estimated cash flows used to assess recoverability of certain of the Company’s mineral property carrying values 
were developed using management’s projections for long-term average copper, gold and molybdenum prices, 
operating costs, capital expenditures, and applicable foreign currency exchange rates.  Management also made 
estimates relating to current and future market conditions. There are inherent uncertainties related to these factors 
and management’s judgment in applying them to the mineral property impairment analysis. 
 
Although the Company believes that the estimates applied in the impairment assessments are reasonable, such 
estimates are subject to significant uncertainties and judgments.  Should underlying assumptions change 
significantly, impairment charges may be required in future periods.  Such charges could be material. 
 
Stock-based compensation and warrant valuation 
 
The fair value of stock-based compensation awards and warrant issuances is calculated using the Black-Scholes 
option pricing model.  Option pricing models require the input of highly subjective assumptions including the 
expected price volatility. Changes in the subjective input assumptions can materially affect the fair value estimate, 
and therefore the existing models do not necessarily provide a reliable single measure of the fair value of stock 
options granted and warrants issued by the Company. 
 
Change in accounting policies 
 
Section 1400 – Going Concern 
 
This section has been amended to include requirements for management to assess an entity’s ability to continue as a 
going concern.  Financial statements shall be prepared on a going concern basis unless management either intends to 
liquidate the entity or to cease trading, or has no realistic alternative but to do so. When management is aware, in 
making its assessment, of material uncertainties related to events or conditions that may cast significant doubt upon 
the entity's ability to continue as a going concern, those uncertainties shall be disclosed. 
 
Section 1535 – Capital Disclosures 

 
This section establishes standards for disclosing information about an entity's capital and how it is managed.  Under 
this standard the Company is required to disclose the following:   
 

 qualitative information about its objectives, policies and processes for managing capital; 
 summary quantitative data about what it manages as capital; 
 whether during the period it complied with any externally imposed capital requirements to which it is 

subject; and 
 when the company has not complied with such externally imposed capital requirements, the consequences 

of such non-compliance. 
 
Disclosures required by this section are included in note 9(c) of the Company’s December 31, 2008 audited annual 
consolidated financial statements. 
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
Section 3862 – Financial Instruments, Disclosures 
 
This section requires entities to provide disclosure of quantitative and qualitative information in their financial 
statements that enable users to evaluate (a) the significance of financial instruments for the entity's financial position 
and performance; and (b) the nature and extent of risks arising from financial instruments to which the entity is 
exposed during the period and at the balance sheet date, and management’s objectives, policies and procedures for 
managing such risks. Entities are required to disclose the measurement basis or bases used, and the criteria used to 
determine classification for different types of instruments.   
 
Disclosures required by this section are included in note 14 of the Company’s December 31, 2008 audited annual 
consolidated financial statements. 
 
Section 3863 – Financial Instruments – Presentation 
 
This section establishes standards for presentation of financial instruments and non-financial derivatives.   

Disclosures required by this section are included in note 14 of the Company’s December 31, 2008 audited annual 
consolidated financial statements. 
 
Recent accounting pronouncements 
 
The Canadian Institute of Chartered Accountants has issued a new standard which may affect the financial 
disclosures and results of operations of the Company for interim and annual periods commencing January 1, 2009.  
The Company will adopt the requirements commencing in the quarter ended March 31, 2009 and is considering the 
impact this will have on the Company's financial statements. 
 
Section 3064 – Goodwill and intangible assets 
 
Section 3064, Goodwill and intangible assets, establishes revised standards for recognition, measurement, 
presentation and disclosure of goodwill and intangible assets. The provisions relating to the definitions and initial 
recognition of intangible assets are equivalent to the corresponding provisions of International Accounting Standard 
38.  The Company does not expect this standard to have a material impact on its results. 

International Financial Reporting Standards (“IFRS”) 
 
The Company expects to adopt IFRS effective January 1, 2011.  As a result of the adoption, Western Copper will 
have to present restated prior year comparative figures using IFRS for each comparative period after the transition 
date. The change in accounting policies may have a material effect on Western Copper’s financial results and 
disclosures.   
 
The Company will begin to execute its IFRS implementation plan in 2009.  During the first half of 2009, Western 
Copper plans to compare its current accounting policies to IFRS and to identify differences between the two.  By the 
end of 2009, the Western Copper will select and approve accounting policies that comply with IFRS.  In 2010, the 
Company will quantify the effect of the new accounting policies on its December 31, 2009 financial statements 
prepared using Canadian GAAP.  Western Copper will also track the impact of differences between the two sets of 
accounting policies as they relate to individual transactions throughout 2010.  At the end of 2010, the Company will 
prepare two sets of financial statements.  One set will comply with Canadian Generally Accepted Accounting 
Principles for reporting purposes.  The other set will comply with IFRS for use as comparative figures once Western 
Copper adopts IFRS on January 1, 2011. 
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WESTERN COPPER CORPORATION 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2008 

 
 
Disclosure controls and internal controls over financial reporting 
 
Management is responsible for designing, establishing, and maintaining a system of internal controls over financial 
reporting to provide reasonable assurance that the financial information prepared by the Company for external 
purposes is reliable and has been recorded, processed, and reported in an accurate and timely manner in accordance 
with generally accepted accounting principles. 
 
Management is also responsible for designing, establishing, and maintaining a system of disclosure controls and 
procedures.  Disclosure controls and procedures are designed to provide reasonable assurance that material items 
requiring disclosure by the Company are identified and reported in a timely manner. 
 
There has been no significant change in disclosure controls or in internal controls over financial reporting during 
2008 that has materially affected, or is reasonably likely to affect, the Company’s disclosure controls or its internal 
controls over financial reporting.  
 
Management’s report on internal controls over financial reporting and disclosure controls 
 
The Chief Executive Officer and the Chief Financial Officer evaluated the effectiveness of the Company’s 
disclosure controls and procedures and assessed the design and the operating effectiveness of the Company’s 
internal control over financial reporting as of December 31, 2008. 
 
Based on that assessment, management concluded that, as at December 31, 2008, the Company’s internal control 
over financial reporting was not effective due to the existence of a material weakness.  A material weakness existed 
in the design of internal control over financial reporting caused by a lack of adequate segregation of duties in the 
financial close process.  The Chief Financial Officer is responsible for preparing, authorizing, and reviewing 
information that is key to the preparation of financial reports.  He is also responsible for preparing and reviewing the 
resulting financial reports.  This weakness has the potential to result in material misstatements in the Company’s 
financial statements, and should also be considered a material weakness in its disclosure controls and procedures. 
 
Management has concluded, and the audit committee has agreed that taking into account the present stage of 
Western Copper’s development, the Company does not have sufficient size and scale to warrant the hiring of 
additional staff to correct the weakness at this time.   
 
Risks and uncertainties  
 
Mineral property development 
 
Based both on exploration results to date and reports of independent consultants, the Company’s management 
believes that the pursuit of additional exploration programs on its mineral properties is justified. The recoverability 
of amounts shown for mineral rights and the related deferred costs for any property is dependent on the development 
of economically recoverable ore reserves, the Company’s ability to obtain necessary permits, financing, and 
expertise to successfully place the property into production, and upon future profitable production.  
 
Although some of the expenditures required to develop its projects in the future may be met by third parties, the 
Company will need to raise substantial additional funds to finance the development of its properties.  There is a risk 
that this financing may not be available or available on reasonable terms. 
 
The Company complies with National Instrument 43-101 when reporting mineral resources. 
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Title to mineral properties 
 
The Company’s mining claims and rights thereto have generally been acquired from other private parties and 
government agencies.  Other parties may dispute the Company’s title to these claims and rights.  The determination 
of rightful title to mineral properties is a time-consuming process.  Such title may be challenged.  At present, 
Western Copper is unaware of any dispute relating to its mineral properties. 
 
Governmental requirements 
 
The Company is currently mainly operating in Canada and is thereby subject to that country’s various laws and 
regulations in various areas, including property title, the use of local labour, the environment and safety around 
exploration and development activities. It is possible that the Company may not be meeting all governmental 
requirements.  Also, changes to governmental requirements by governmental agencies may be of detriment to the 
Company. 
 
Metal prices 
 
The value of the Company’s properties and the prospects for their successful development are subject to favourable 
prices for the metals involved, such as copper, gold, silver, and molybdenum.  These prices may not remain at levels 
required to make development of any given property feasible.  
 
 
Cautionary note regarding forward-looking statements:  Statements contained in this management discussion 
and analysis that are not historical fact, such as statements regarding the economic prospects of the Company’s 
projects, the Company’s future plans or future revenues, timing of development or potential expansion or 
improvements, are forward-looking statements as that term is defined in the Private Securities Litigation Reform Act 
of 1995.  Such forward-looking statements are subject to risks and uncertainties which could cause actual results to 
differ materially from estimated results.  Such risks and uncertainties include, but are not limited to, the Company’s 
ability to raise sufficient capital to fund development, changes in general economic conditions or financial markets, 
changes in prices for the Company’s mineral products or increases in input costs, litigation, legislative, 
environmental and other judicial, regulatory, political and competitive developments in Mexico or Canada, 
technological and operational difficulties or inability to obtain permits encountered in connection with our 
exploration and development activities, labour relations matters, and changing foreign exchange rates, all of which 
are described more fully in the Company’s filings with the Securities and Exchange Commission.  
 
Cautionary note to U.S. investors: The terms “measured mineral resource”, “indicated mineral resource”, and 
“inferred mineral resource” used in this management discussion and analysis are Canadian geological and mining 
terms as defined in accordance with National Instrument 43-101, Standards of Disclosure for Mineral Projects (NI 
43-101) under the guidelines set out in the Canadian Institute of Mining, Metallurgy and Petroleum (the CIM) 
Standards on Mineral Resources and Mineral Reserves. We advise U.S. investors that while such terms are 
recognized and required under Canadian regulations, the U.S. Securities and Exchange Commission (SEC) does not 
recognize them. “Inferred mineral resources” in particular have a great amount of uncertainty as to their existence, 
and great uncertainty as to their feasibility. It cannot be assumed that all or any part of an inferred mineral resource 
will ever be upgraded to a higher category. Under Canadian rules estimates of inferred mineral resources may not 
generally form the basis of feasibility or other economic studies. U.S. investors are cautioned not to assume that any 
part of an inferred mineral resource exists, or is economically or legally mineable. Disclosure of contained metal 
expressed is in compliance with NI 43-101, but does not meet the requirements of Industry Guide 7 of the SEC, 
which will only accept the disclosure of tonnage and grade estimates for non-reserve mineralization. 
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