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MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED DECEMBER 31, 2010 

 
The following management discussion and analysis of Western Copper Corporation (“Western Copper” or 
the “Company”) is dated March 24, 2011, and provides an analysis of the Company’s results of operations 
for the year ended December 31, 2010.   
 
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, 2010 audited annual consolidated financial statements and the related notes for the year 
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 December 31, 2010 
audited annual consolidated financial statements.  All of the financial information presented herein is 
expressed in Canadian dollars, unless otherwise indicated. 
 
Western Copper is listed on the Toronto Stock Exchange (“TSX”) and the NYSE Amex under the symbol 
‘WRN’.  At March 24, 2011, the Company had 91,677,070 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 (the “SEC”) at www.sec.gov on Form 40-F.   
 
The operations of the Company are highly speculative due to the high-risk nature of the mining industry.  
Western Copper faces risks that are generally applicable to its industry and others that are specific to its 
operations.  Certain key risks affecting the Company’s current and future operations are discussed in its 
AIF and Form 40-F.  This list is not exhaustive.  Additional risks not currently known to the Company, or 
that the Company currently deems immaterial, may also impair the Company’s operations.  If any of the 
risks actually occur, actual results could differ materially from those described in the forward looking 
statements contained in this management discussion and analysis.  Reference is made to the discussion 
of forward-looking statements on page 16 and 17 hereof.  

DESCRIPTION OF BUSINESS 

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 properties are located in Canada.  The Company’s two most advanced projects 
are located in the Yukon.  The Casino project is one of the largest undeveloped porphyry deposits in 
Canada.  Western Copper is currently working on updating the pre-feasibility study that it completed on 
the project in June 2008.  The Carmacks Copper Project is in the last phase of permitting.   

QUARTERLY SUMMARY OF ACTIVITIES 

Significant increase to the Casino Project’s Mineral Resource Estimate 

On November 1, 2010, Western Copper announced an updated resource estimate for the Casino Project.  
The new resource estimate is the first estimate to include the 26,000 metres of drilling performed by 
Western Copper over the past three years and represents a significant update to the resource estimated 
in 2008.  In addition to the inclusion of the new drilling, the new estimate includes a re-interpretation of 
the geology of the deposit, which includes the re-logging of 90,000 metres of core.   
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Financing 

On December 22, 2010, Western Copper issued 9,395,500 units at a price of $2.45 for gross proceeds of 
approximately $23 million.  Each unit comprised one common share of the Company and half of one 
warrant.  Each whole warrant is exercisable for one common share of the Company at a price of $3.45 
and expires on December 22, 2012. 

NYSE Amex Listing 

Western Copper began trading on the New York Stock Exchange (“NYSE”) Amex on February 9, 2011 
under the symbol ‘WRN’, the same symbol that the Company trades under on the TSX. 

Carmacks Copper Project Water Use License Appeal Decision 

On February 24, 2011, Western Copper received notification of the Yukon Supreme Court’s ruling 
regarding the Company’s appeal of the Yukon Water Board’s decision not to grant the Carmacks Copper 
Project a Water Use License. Western Copper had appealed the Yukon Water Board’s decision in order to 
clarify the rules it would have to follow for re-application of a Water Use License. 

PROPERTY OVERVIEW 

Casino (Yukon, Canada) 

The Casino porphyry copper-gold-molybdenum deposit is located 300 kilometres northwest of 
Whitehorse, Yukon.  It has been the subject of considerable exploration going back to 1967.   
 
Should Western Copper make a production decision on the property, it is required to make a cash 
payment of $1 million.  Production on the claims is also subject to a 5% net profits interest. 
 
In June 2008, Western Copper announced that an independent pre-feasibility study on the Casino 
property supports the development of the project.   
 
On November 1, 2010, Western Copper announced an updated resource estimate for the Casino Project.  
The new resource estimate is the first estimate to include the 26,000 metres of drilling performed by 
Western Copper over the past three years and represents a significant update to the resource estimated 
in 2008.  In addition to the inclusion of the new drilling, the new estimate includes a re-interpretation of 
the geology of the deposit, which includes the re-logging of 90,000 metres of core under the direction of 
Jack McClintock, Consulting Geologist for Western Copper.  The NI 43-101 technical report was filed on 
December 1, 2010. 
 
The goal of the drilling campaign, to increase the near-surface supergene sulfide zone, was achieved.  
The size of this zone has increased from 133 million tonnes to 252 million tonnes at the measured and 
indicated level – an increase of 90% (Table 1). 
 
The largest increase to the resource comes at the inferred level of categorization.  The combined 
supergene oxide, supergene sulphide, and hypogene inferred resource, at a 0.25% Copper Equivalent 
(“CuEq”) cutoff grade has been increased over 6 times to 1.70 billion tonnes (Table 2).  The most recent 
results have added 7.4 million ounces of gold, 4.4 billion pounds of copper, and 615 million pounds of 
molybdenum to the resource at the inferred level. 
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The increase in supergene mineralization should result in higher grades at the beginning of the mine life 
and a lower strip ratio. Both of these factors are expected to improve the project’s economics.  Western 
Copper plans to release the results of an updated pre-feasibility near the end of March 2011.    
 
Other than the new resource estimate, the updated pre-feasibility is expected to include an increased 
throughput of 120,000 tonnes per day, the use of natural gas for power generation, and a new road 
route, among other items.   
 
Following the release of the updated pre-feasibility study results, the Company will refine the engineering 
on metallurgy, geotechnical, and infrastructure and other aspects of the project with a view of 
progressing the Casino Project to the feasibility study stage by the end of 2012.   
 
The Company will also continue its environmental programs in 2011 with a view of submitting the 
application to the Yukon Environmental and Socio-economic Board (“YESAB”) by the end of 2012. 
 
Table 1:  Supergene Sulphide Zone Measured & Indicated Resource 
 

Supergene Sulfide Zone (2010 Estimate) 
Cutoff Tonnes Copper Gold Moly Silver CuEq

Class 
CuEq (%) M % g/t % g/t % 

Measured 0.25% 36 0.39 0.41 0.029 2.34 0.84 
Indicated 0.25% 216 0.24 0.22 0.019 1.72 0.50 

Total Measured + Indicated 252 0.26 0.25 0.021 1.81 0.55 

 
Supergene Sulfide Zone (2008 Estimate) 

Cutoff Tonnes Copper Gold Moly Silver CuEq
Class 

CuEq (%) M % g/t % g/t % 
Measured 0.25% 33 0.39 0.47 0.030 - 0.87 
Indicated 0.25% 100 0.29 0.25 0.020 - 0.56 

Total Measured + Indicated 133 0.31 0.31 0.020 - 0.63 

   
 
Table 2:  Inferred Resource of combined Supergene Oxide, Supergene Sulphide, and Hypogene Zones at 
0.25% CuEq Cut-off 
 

Estimate Tonnes Copper Gold Moly Silver CuEq Copper Gold Moly Silver
  M % g/t % g/t % B lb M oz M lb M oz 

 New 
(2010)  1,696 0.14 0.16 0.019 1.37 0.37 5.2 8.7 711 74.7 

 Old 
(2008)  232 0.16 0.18 0.019 - 0.38 0.8 1.3 95 - 

 
• Gary Giroux, P.Geo. is the independent qualified person responsible for the preparation of the updated 

Mineral Resource estimate and the 2008 Mineral Resource estimate. 
• The Copper Equivalent grade has been calculated using the following commodity prices: US$2.00/lb copper, 

US$875/oz gold, US$11.25/lb molybdenum, US$11.25/oz silver, and assuming 100% metallurgical 
recoveries.   

• The 2008 Mineral Resource estimate Copper Equivalent grade has been calculated using the following 
commodity prices: US$0.80/lb copper, US$350/oz gold, US$4.50/lb molybdenum, and assuming 100% 
metallurgical recoveries. 

• There has been no discount for metallurgical recovery in contained metal figures.   



 

Western Copper Corporation                  MANAGEMENT’S DISCUSSION AND ANALYSIS 
An exploration stage company                            YEAR ENDED DECEMBER 31, 2010 

 
 

- 4 -

Carmacks Copper Project (Yukon, Canada) 

The Carmacks Copper Project is located 220 kilometres north of Whitehorse, Yukon. 
 
In 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 proven and probable reserve 
estimate of 10.6 million tonnes, the mine has an estimated six year ore production life.  The feasibility 
study indicated initial capital development costs of $144 million, including 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 were estimated to be 
$0.98/lb. of copper (US$0.84/lb. of copper at 0.85 US$/$).  Using a copper price of US$2.32 per pound 
and an exchange rate of 0.85 US$/$, the feasibility study indicated a pre-tax IRR of 21.1% for the 
project. 
 
In April 2009, Western Copper received the Quartz Mining License (“QML”) for the Carmacks Copper 
Project. This license permits the Company to begin construction of the Carmacks Copper Mine and 
establishes many of the terms and conditions under which the mine will operate.   
 
The Water Use License (“WUL”) is the next and final permit required to build and operate the Carmacks 
Copper Project.   
 
On May 10, 2010, Western Copper was notified by the Yukon Water Board (“Water Board”) that the 
Carmacks Copper Project would not receive the WUL under the current application.  The Company 
subsequently filed a Petition with the Yukon Supreme Court appealing certain aspects the Water Board 
decision in order to clarify the rules it would have to follow to reapply for a Water Use License. The 
appeal hearing concluded on December 9, 2010.   
 
On February 24, 2011, the Yukon Supreme Court ruled that the Water Board is not required to accept the 
findings of the YESAB which concluded that the project can be built and operated without significant 
environmental effect. Western Copper is considering the decision and will review its options before 
submitting a new WUL application. 
 
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 the date of this report, Western Copper has made $800,000 in advance royalty payments.   

Island Copper (British Columbia, Canada) 

The Island Copper 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.   
 
In 2008, Western Copper exercised its option on the Apple Bay claims and now owns 100% interest in all 
three mineral claim blocks that comprise the Island Copper property.  An unrelated third party maintains 
the right to explore the Apple Bay claims for non-metallic minerals.   
 
From August 2008 to July 2010, the Island Copper property was under option, most recently with Kobex 
Minerals Inc. (“Kobex”). On July 15, 2010, Kobex terminated its rights to earn-in to the property.   
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In 2011, Western Copper intends to restart exploration activities at the Island Copper property.  The 
program will likely include geophysical surveying and drilling. 
 
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. 
 
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 an unrelated third party.  The payment method is at the 
election of Western Copper.   

Redstone (Northwest Territories, Canada) 

The Redstone property comprises five mining leases and 15 mineral claims in six distinct areas in the 
Nahanni Mining District southwest of Norman Wells in the Northwest Territories.   
 
In 2007, the Company signed an agreement with the Mineral Deposits Research Unit at the University of 
British Columbia (“MDRU”) to fund a research program that will aim to provide a better understanding of 
the regional geology and to identify the areas covered by the Company’s existing claims and leases that 
offer the most exploration potential.   
 
MDRU spent the summers of 2009 and 2010 collecting data at and around the property.  MDRU will 
continue its research in 2011.  The field portion of the research program is expected to conclude in 2011.  
 
The only area that presently has a 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. 
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SELECTED QUARTERLY FINANCIAL INFORMATION  

The following quarterly information has been extracted from the Company’s unaudited interim 
consolidated financial statements. 
 
As at and for the quarter ended 31-Dec-10 30-Sep-10 30-Jun-10 31-Mar-10
Expressed in Canadian dollars $ $ $ $
  
Loss and comprehensive loss 665,986 573,719 775,448 761,826 
Loss per share – basic and diluted 0.01 0.01 0.01 0.01 
Mineral properties 85,330,161 84,307,328 80,893,851 75,376,844 
Cash, cash equivalents, and short-

term investments  23,636,895 3,728,713 8,232,576 10,798,525 

Total assets 109,377,291 88,500,931 89,688,423 87,003,474 
  
As at and for the quarter ended 31-Dec-09 30-Sep-09 30-Jun-09 31-Mar-09
Expressed in Canadian dollars $ $ $ $
   
Loss and comprehensive loss 233,672 509,122 594,590 522,773 
Loss per share – basic and diluted - 0.01 0.01 0.01 
Mineral properties 72,790,644 70,960,998 67,117,675 65,970,008 
Cash, cash equivalents, and short-term 

investments  13,667,179 11,786,066 10,931,098 12,177,922 

Total assets 86,876,176 83,316,052 78,478,161 78,503,650 
 
Quarterly fluctuations are due to the following: 
 
Loss and Comprehensive Loss 
 
The loss for the three months ended December 31, 2010 is in-line with the loss figures from September 
30, 2010 and from March 31, 2009 to September 30, 2009.  This is the approximate loss figure expected 
on a quarterly basis.  
 
Loss and comprehensive loss is higher for the quarter ended June 30, 2010 than the previous quarters 
due to payments relating to changes in management.  
 
Loss and comprehensive loss is higher during the period ended March 31, 2010 than the previous 
quarters because Western Copper issued and donated common shares in February 2010.  The fair value 
of the common shares totaled $117,900 and was recorded as an office and administration expense.  
 
Loss and comprehensive loss for the quarter ended December 31, 2009 is lower than the other quarters 
due to a future income tax recovery of $396,000 recorded during the quarter.   
 
Mineral properties  
 
The Company continues to incur expenditures that add value to its mineral properties.  As a result, the 
carrying value of the mineral properties has increased in every quarter presented above. 
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Cash, cash equivalents, and short-term investments 
 
Cash is being spent to fund ongoing operations and to increase the value of the Company’s mineral 
properties.  This has led to a decrease in cash, cash equivalents and short-term investments in the 
quarters presented above with the exception of the three months ended September 30, 2009, December 
31, 2009, and December 31, 2010.  Cash, cash equivalents and short-term investments increased in 
those quarters because the Company raised funds through private placements and public financings.  The 
Company raised gross proceeds of $9.4 million and $23 million in 2009 and in 2010, respectively. 
  
Total Assets 
 
Because most dollars spent are capitalized to mineral properties, there has been no significant impact on 
total assets unless there is a financing.  Total assets increased significantly in quarters when a financing 
occurred.  Otherwise, the figure has remained relatively constant in all quarters presented.  

RESULTS OF OPERATIONS 

For the year ended December 31, 2010 2009 2008 
Expressed in Canadian dollars $ $ $ 
   
ADMINISTRATIVE EXPENSES   
Accounting and legal 173,422 196,078 400,035 
Filing and regulatory fees 80,882 72,728 78,101 
Office and administration 2,116,235 1,800,325 1,921,138 
Shareholder communication 462,391 414,303 354,521 

   
LOSS BEFORE TAXES AND OTHER ITEMS 2,832,930 2,483,434 2,753,795 
   
OTHER ITEMS   
Foreign exchange 1,735 10,786 51,731 
Interest income (57,686) (238,166) (599,575) 
Write-off of mineral properties - - 405,001 
  
LOSS BEFORE TAXES 2,776,979 2,256,054 2,610,952 
   
Future income tax recovery - (395,897) (451,703) 
   
LOSS AND COMPREHENSIVE LOSS 2,776,979 1,860,157 2,159,249 

 
Western Copper had a loss of $2.78 million ($0.03 per common share) for the year ended December 31, 
2010 compared to a loss of $1.86 million ($0.02 per common share) in for the year ended December 31, 
2009.  Although the scale and nature of the Company’s administrative activity have remained consistent 
throughout 2009 and 2010, there are a number of items that have led to differences in the loss and 
comprehensive loss figures. 
 
Western Copper recorded a future income tax recovery of $396,000 in 2009 as a result of changes in 
future tax rates.  There was no such recovery in 2010. 
 
Decreasing cash and short-term investment balances and lower interest rates led to a decline in interest 
income of $180,000 in 2010 as compared to 2009.  Western Copper earns interest on its short-term 
investments, but as the Company uses its working capital to fund operations and mineral property 
development, its interest bearing balances decrease, leading to lower interest income until the Company’s 
next financing.  Western Copper raised approximately $23 million in gross proceeds in December 2010. 
As a result, interest income is expected to increase slightly in 2011.  
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In February 2010, Western Copper made a donation of 90,000 common shares to the University of British 
Columbia’s Earth Systems Science Building.  The fair value of the common shares totaled $117,900 and 
was recorded as an office and administration expense.  There was no such expense in 2009. 
 

For the quarter ended December 31, 2010 2009 
Expressed in Canadian dollars $ $ 
   
ADMINISTRATIVE EXPENSES   
Accounting and legal 34,644 36,949 
Filing and regulatory fees 4,552 6,655 
Office and administration 541,119 482,521 
Shareholder communication 99,662 143,528 

  
LOSS BEFORE TAXES AND OTHER ITEMS 679,977 669,653 
  
OTHER ITEMS   
Foreign exchange 430 243 
Interest income (14,421) (40,327) 
  
LOSS BEFORE TAXES 665,986 629,569 
  
Future income tax recovery - (395,897) 
  
LOSS AND COMPREHENSIVE LOSS 665,986 233,672 

 
Western Copper had a loss of $666,000 ($0.01 per common share) for the three months ended 
December 31, 2010.  For the same period in 2009, the Company had a loss of $234,000 (less than $0.01 
per common share).   
 
The most significant reason for the difference is the future income tax recovery recorded in 2009 as a 
result of a change in future tax rates.  There is no such expense in 2010.  

LIQUIDITY AND CAPITAL RESOURCES 

For the year ended December 31, 2010 2009 2008 
Expressed in Canadian dollars $ $ $ 
    
CASH PROVIDED BY (USED IN)    
Operating activities (2,339,148) (1,793,475) (1,735,717) 
Financing activities 24,784,204 8,956,411 500 
Investing activities (24,250,489) (8,764,009) (16,954,526) 

    
DECREASE IN CASH AND CASH EQUIVALENTS  (1,805,433) (1,601,073) (18,689,743) 
    
Cash and cash equivalents – beginning of the year 3,436,131 5,037,204 23,726,947 
    
CASH AND CASH EQUIVALENTS 1,630,698 3,436,131 5,037,204 
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In addition to its cash and cash equivalents, the Company had $22 million in short-term investments at 
year-end.  As at December 31, 2010, cash, cash equivalents, and short-term investments total $23.6 
million.  As at December 31, 2009, cash, cash equivalents, and short-term investments total $13.7 
million.  The figure increased $10 million in 2010 because of the Company raised net proceeds of $21.6 
million on December 22, 2010 and received $2.5 million as a result of warrants exercised in 2010 while 
spending approximately $15 million on exploration and development costs and administrative expenses. 
Net proceeds from financing activities only totaled $9.0 million in 2009. 
  
Cash and cash equivalents comprise cash deposits held at banks.  Short-term investments consist of 
Guaranteed Investment Certificates (“GIC”) from Canadian chartered banks that are cashable at the 
Company’s discretion without penalty.   
 
Western Copper is an exploration stage enterprise.  As at December 31, 2010, 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 2011.  The Company will have 
to raise significant additional capital in order to build any of its projects.  
 
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 in the Results of Operations section 
above.   

Financing activities 

On December 22, 2010, Western Copper raised gross proceeds of $23 million dollars by issuing 9,395,500 
units at a price of $2.45. Each unit comprised one common share of the Company and half of one 
warrant.   
 
On July 10, 2009, the Company issued 4 million units at a price of $1.00 per unit.  Each unit comprised 
one flow-through common share and half of one warrant.  On December 4, 2009, the Company issued 
2.15 million units at a price of $2.50 per unit.  Each unit comprised one flow-through common share and 
a whole warrant. 
 
In May 2010, the expiration date of the investor warrants issued as part of the July 2009 private 
placement was accelerated from July 2012 to June 2010.  As a result, Western Copper received $2.46 
million from the exercise of 1,964,000 warrants during the year ended December 31, 2010.  During the 
year ended December 31, 2009, the Company received $251,000 from the exercise of broker warrants 
relating to the July 2009 financing.   
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The Company received $695,000 from the exercise of stock options during the year ended December 31, 
2010.  During the year ended December 31, 2009, Western Copper received $107,000 from the exercise 
of stock options.  The amount of stock options exercised increased in 2010 when compared to the 
previous year due to the timing of stock option expiry dates and an increase in Western Copper’s share 
price during the second half of 2010. 

Investing activities 

Investing activities include both mineral property expenditures and purchases of short-term investments. 
In December, the Company transferred approximately $20 million received from the financing into short-
term investments from cash and cash equivalents.  Until the December transfer, the Company had 
divested $8 million in short-term investments in 2010 to pay for the exploration and on-going permitting 
activities at the Casino Project.  In 2009, the Company purchased $2.23 million in short-term investments  
 
The Company expended $12.5 million on mineral property expenditures during 2010.  This compares with 
$6.5 million during 2009.   The majority of these costs were spent on the exploration and permitting 
programs at the Casino Project.  The scope of both of these programs was twice as much in 2010 
compared to 2009.   
 
A summary of activities relating to each project is available under the Property Overview section at the 
beginning of this document. 

CONTRACTUAL OBLIGATIONS 

The Company leases office space in Vancouver, British Columbia and Whitehorse, Yukon.  The future 
minimum lease payments by calendar year are approximately as follows: 
 

 
Expressed in Canadian dollars 

 

Vancouver 
 

$ 

Whitehorse 

$
   
2011 210,288 28,635 
2012 212,313 - 
2013 215,149 - 
2014 90,489 - 
Thereafter - - 
   
TOTAL 728,239 28,635

 
Western Copper has no debt and does not pay dividends.   
 
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 contained in the consolidated financial statements. 
 
Neither the Company nor any of its subsidiaries has any externally imposed capital requirements. 
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SIGNIFICANT ACCOUNTING ESTIMATES 

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 
judgment 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 options, amounts and likelihood of contingent liabilities, and 
the cost allocation methodologies used to determine results of operations, the value of financing 
components, and the value of purchased assets.  Actual results could differ from the estimates by a 
material amount. 

Mineral properties 

Direct costs related to the acquisition, exploration, and development of mineral properties owned 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, placed into production or determined to be impaired.  
Administration costs and general exploration costs are expensed as incurred.  If a property is placed into 
commercial production, deferred costs will be amortized using the unit-of production method based on 
proven and probable reserves.  The carrying amount for mineral properties represents costs net of write-
downs to date and does not necessarily reflect present or future values.  Recovery of capitalized costs is 
dependent on successful development of economic mining operations or the disposition of the related 
mineral properties.   
 
The Company reviews the carrying value of mineral properties 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 expected to be earned from the 
property 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 management’s estimate of fair values. 
 
Fair value is determined with reference to discounted estimated future cash flow analysis or on recent 
transactions involving dispositions of similar properties. 
 
The estimated cash flows used to assess recoverability of certain of the Company’s mineral property 
carrying values are developed using management’s projections for long-term average copper, gold and 
molybdenum prices, recoverable reserves, operating costs, capital expenditures, reclamation costs, and 
applicable foreign currency exchange rates.  Management makes estimates relating to current and future 
market conditions. There are inherent uncertainties related to these factors and management’s judgment 
when using them to assess mineral property recoverability. 
 
The Company believes that the estimates applied in the impairment assessment are reasonable; however 
such estimates are subject to significant uncertainties and judgments.  Although management has made 
its best estimate of these factors based on current conditions, it is possible that the underlying 
assumptions can change significantly and impairment charges may be required in future periods.  Such 
charges could be material. 
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Asset retirement obligation 

The fair value of a liability for an asset retirement obligation (“ARO”), 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 long-term 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. 
 
Minimum standards for site reclamation have been established by various governmental agencies that 
affect certain operations of the Company.  The determination of reclamation costs requires assumptions 
with respect to future expected costs and legislation in effect at that time.  Changes in these assumptions 
could have a material effect on the amount required to be recognized as an ARO. 

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 likely to reverse.  When the future realization of income tax assets does not 
meet the test of being more likely than not to be realized, a valuation allowance in the amount of the 
potential future benefit is recorded and no net asset is recognized.  Changes to income tax rules, 
interpretations, or rates could have a material impact on amounts recorded in the financial statements. 

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 

The Company has elected to adopt the following standards effective January 1, 2010 so that its 
accounting policies are more closely aligned with International Financial Reporting Standards during the 
year ending December 31, 2010.    

Business combinations 

Section 1582, Business Combinations, replaces Section 1581, Business Combinations and establishes 
standards for the accounting for business combinations.  It provides the Canadian equivalent to 
International Financial Reporting Standard IFRS 3, Business Combinations.  The section applies 
prospectively to business combinations for which the acquisition date is on or after the beginning of the 
first annual reporting period after adoption.  



 

Western Copper Corporation                  MANAGEMENT’S DISCUSSION AND ANALYSIS 
An exploration stage company                            YEAR ENDED DECEMBER 31, 2010 

 
 

- 13 -

Consolidated financial statements and non-controlling interests 

Section 1601, Consolidated Financial Statements, and Section 1602, Non-Controlling Interests, replace 
Section 1600, Consolidated Financial Statements.  Section 1601 establishes standards for the preparation 
of consolidated financial statements. Section 1602 establishes standards for accounting for a non-
controlling interest in a subsidiary in consolidated financial statements subsequent to a business 
combination. It is equivalent to the corresponding provisions of International Financial Reporting 
Standard IAS 27, Consolidated and Separate Financial Statements.  The adoption of this standard had no 
effect on the Company’s financial statements. 

INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 

Western Copper expects to adopt IFRS effective January 1, 2011. In 2011, the Company will have to 
report 2010 comparative figures restated using IFRS for each comparative period after the transition 
date.  
 
Western Copper has compared its current accounting policies under Canadian Generally Accepted 
Accounting Principles (“GAAP”) to IFRS and identified differences between the two standards.  Based on 
its review of historical transactions and current business activities, the Company has identified the 
treatment of exploration and evaluation (“E&E”) costs, income taxes, and asset impairment as areas with 
the greatest potential to create significant differences in the Company’s financial statements as a result of 
adopting IFRS.  
 
Western Copper performed a comprehensive analysis of the areas noted above to determine the potential 
impact that adopting IFRS will have on the Company’s financial statements.  
 
IFRS 6 allows companies to choose a policy that capitalizes E&E costs. The Company expects to continue 
capitalizing its E&E costs in a manner consistent with its current accounting policy.   
 
The method of accounting for income taxes under IFRS is similar to Canadian GAAP, but one of the 
differences under IFRS is expected to have a significant impact on the Company’s financial reporting.  
Current IFRS guidelines prohibit the recognition of future income tax (“FIT”) assets or liabilities that arise 
from the initial recognition of assets or liabilities that do not impact profit or loss and that occur other 
than in a business combination.  The majority of the Company’s FIT liability balance is due to the 
difference between the carrying value and the tax value of the properties that Western Copper acquired 
through its purchase of Lumina Resources Corp. in 2006.  Western Copper accounted for the transaction 
as an acquisition of assets, not as a business combination. As a result of the rule noted above, the FIT 
liability balance recognized under Canadian GAAP would be eliminated.  This would also decrease the 
carrying value of mineral properties by a similar amount because when the FIT liability was recognized, 
the carrying values of the related mineral properties were grossed up by the same amount.  
 
Under Canadian GAAP, mineral property impairment testing is performed using a two-step test.  The first 
step is to determine if there is an impairment loss by using an undiscounted cash flow analysis.  If that 
analysis identifies an impairment loss, the loss is measured as the amount by which carrying value 
exceeds fair value.  The fair value is often based on discounted cash flows.  Under IFRS, assets are 
tested for impairment using a one-step process based on discounted cash flows.  IFRS also allow the 
reversal of impairment charges from previous years if the fair value exceeds the carrying value of long-
lived assets.  Western Copper does not anticipate that the adoption of the IFRS in regards to mineral 
property impairment will have a material impact on the carrying value of its mineral properties. 
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Other IFRS that apply to the Company’s operations, but that are not expected to have a significant effect 
on 2010 financial results based on the Company’s activities are functional currency, business 
combinations, share based payments, and decommissioning and retirement obligations.   
 
The Company has performed its review of IFRS based on standards applicable as of the date of this 
report.  The International Accounting Standards Board is still developing IFRS and may propose changes 
to the standards between the date of this report and the date the Company adopts IFRS.  Changes to 
IFRS could have material effects on Western Copper’s analysis discussed above. 
 
The SEC has announced that it will not require a financial statements prepared in accordance with IFRS 
to be reconciled to accounting principles generally accepted in the United States (“US GAAP”).  As a 
result, the Company’s annual consolidated financial statements for the year ended December 31, 2011 
are not expected to include a US GAAP reconciliation note. 
 
Western Copper does not expect the adoption of IFRS to have a significant impact on its information 
technology and data systems, internal control over financial reporting, or disclosure controls and 
procedures.  Employees who have accounting responsibilities have received IFRS specific training. The  
Company’s directors have been provided with an overview of IFRS. 

DISCLOSURE CONTROLS AND PROCEDURES  

Management is 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 information relating to the Company is made known to management, particularly during the 
period in which the annual filings are being prepared and that information required to be disclosed by the 
Company in its annual filings, interim filings or other reports filed or submitted by it under securities 
legislation is recorded, processed, summarized and reported within the time periods specified in securities 
legislation. 
 
As a result of the material weakness identified during the assessment of internal control over financial 
reporting, as described below, management has also concluded that its disclosure controls and 
procedures were not effective as at December 31, 2010. 

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Management is responsible for designing, establishing, and maintaining a system of internal control over 
financial reporting to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with the Company’s generally 
accepted accounting principles. 
 
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, 2010. 
 
Based on that assessment, management concluded that, as at December 31, 2010, 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.    
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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.   
 
There has been no significant change in internal control over financial reporting or in disclosure controls 
and procedures from October 1 to December 31, 2010 that has materially affected, or is reasonably likely 
to affect, the Company’s its internal control over financial reporting or its disclosure controls and 
procedures.  

FINANCIAL INSTRUMENT RISK  

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s 
risk management framework.  The Company has exposure to credit, liquidity, currency, interest rate and 
market risks from the use of financial instruments.  Financial instruments consist of cash and cash 
equivalents, short-term investments, other receivables, reclamation bonds, and accounts payable and 
accrued liabilities. 

Market risk 

The Company does not generate cash from its operating activities.  Its principal source of funds is the 
issuance of common shares.  It uses the capital raised from the issuance of its common shares to explore 
and develop its mineral properties with the goal of increasing the price of the Company’s common shares.  
Western Copper’s common shares are publicly traded.  As such, the price of its common shares is 
susceptible to factors beyond management’s control including, but not limited to, fluctuations in 
commodity prices and foreign exchange rates and changes in the general market outlook. Should 
Western Copper require funds during a time when the price of its common shares is depressed, the 
Company may be required to accept significant dilution to maintain enough liquidity to continue 
operations or may be unable to raise sufficient capital to meet its obligations.  The Company’s contractual 
obligations are described in the Property Overview and the Contractual Obligations sections of this report. 

Liquidity risk 

Liquidity risk is the risk that the Company will be unable to meet its financial obligations as they come 
due.  The Company uses cash forecasts to ensure as far as possible that there is sufficient cash on hand 
to meet short-term business requirements.  Cash is invested in highly liquid investments which are 
available to discharge obligations when they come due.  The Company does not maintain a line of credit.  

Credit risk 

Financial instruments that potentially subject the Company to credit risk consist primarily of cash and 
cash equivalents and short-term investments.  These financial instruments are at risk to the extent that 
the institutions issuing or holding them cannot redeem amounts when they are due or requested.  To 
limit its credit risk, the Company uses a restrictive investment policy.  It deposits cash and cash 
equivalents in Canadian chartered banks and purchases short-term investments that are guaranteed by 
Canadian governments or by Canadian chartered banks. 
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Currency risk 

Currency risk is the risk that the Company will lose significant purchasing power to operate its business 
as a result of changes in currency rates. The Company raises funds in Canadian dollars.  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 a material amount of financial instruments denominated in foreign currencies as at December 
31, 2010 or December 31, 2009.  

Interest rate risk 

The Company is exposed to interest rate risk on its cash and cash equivalents and its short-term 
investments to the extent that the institutions that hold or issue those instruments cannot pay the 
interest earned on them by Western Copper.  Potential losses in interest income would not have a 
material impact on the Company’s results of operations. 

FORWARD-LOOKING STATEMENTS 

This Management’s Discussion and Analysis contains certain forward-looking statements concerning 
anticipated developments in Western Copper’s operations in future periods.  Statements that are not 
historical fact are forward-looking statements as that term is defined in the United States Private 
Securities Litigation Reform Act of 1995 and forward looking information as that term is defined in 
National Instrument 51-102 ("NI 51-102") of the Canadian Securities Administrators. Certain forward 
looking information should also be considered future-oriented financial information ("FOFI") as that term 
is defined in NI 51-102.  The purpose of disclosing FOFI is to provide a general overview of 
management’s expectations regarding the anticipated results of planned 2011 operations and capital 
expenditures. Forward-looking statements and information (referred to herein together as "forward-
looking statements") are frequently, but not always, identified by words such as “expects”, “anticipates”, 
“believes”, “intends”, “estimates”, “potential”, “possible” and similar expressions, or statements that 
events, conditions or results “will”, “may”, “could” or “should” occur or be achieved. These forward-
looking statements are set forth principally under the heading “Property Overview”, “Quarterly Summary 
of Activities” and elsewhere in Management’s Discussion and Analysis and may include statements 
regarding perceived merit of properties; mineral reserve and resource estimates; capital expenditures; 
feasibility study results, ability to obtain required permits for the construction and operation of the 
Carmacks Copper Project; exploration results at the Company’s properties; budgets; work programs; 
timelines; strategic plans; market price of precious and base metals; or other statements that are not 
statement of fact. The material factors or assumptions used to develop forward-looking statements 
include prevailing and projected market prices and foreign exchange rates, exploitation and exploration 
estimates and results, continued availability of capital and financing, and general economic, market or 
business conditions and as more specifically disclosed throughout this document.  Forward-looking 
statements are statements about the future and are inherently uncertain, and actual achievements of 
Western Copper and its subsidiaries may differ materially from those reflected in the forward-looking 
statements due to a variety of risks, uncertainties and other factors.  
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Western Copper’s forward-looking statements are based on the beliefs, expectations and opinions of 
management on the date the statements are made, and Western Copper does not assume any obligation 
to update forward-looking statements if circumstances or management’s beliefs, expectations or opinions 
should change except as required by law. For the reasons set forth above, investors should not place 
undue reliance on forward-looking statements. Important factors that could cause actual results to differ 
materially from Western Copper’s expectations include uncertainties involved in fluctuations in gold, 
copper and other commodity prices and currency exchange rates; uncertainties relating to interpretation 
of drill results and the geology, continuity and grade of mineral deposits; uncertainty of estimates of 
capital and operating costs, recovery rates, production estimates and estimated economic return; the 
need for cooperation of government agencies and First Nations in the exploration and development of 
properties and the issuance of required permits; the need to obtain additional financing to develop 
properties and uncertainty as to the availability and terms of future financing; the possibility of delay in 
exploration or development programs or in construction projects and uncertainty of meeting anticipated 
program milestones; uncertainty as to timely availability of permits and other governmental approvals; 
and other risks and uncertainties disclosed in Western Copper’s Annual Information Form, Western 
Copper’s annual report on Form 40-F, and other information released by Western Copper and filed with 
the applicable regulatory agencies.  
 
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 
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. 

 


