The Oyu Tolgoi Story: Mongolia from the Ivanhoe exploration  perspective
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Small circular pits and minor slag material observed at South Oyu probably relate to Bronze age.

During the 1980’s the district was investigated by a joint Mongolian and Russian regional geochemical survey and the Central Oyu area was reported as a molybdenum anomaly. Mongolian geologist Mr. D. Garamjav visited Oyu Tolgoi in 1983 and in September 1996 guided a Magma exploration team to the area. The outcrops with stockwork quartz veining at central Oyu were identified as a leached cap of a porphyry copper deposit and exploration tenements were secured in late 1996. During the 1997 field season BHP carried out geological, geochemical, ground magnetics and induced polarisation surveys and an initial 6 hole diamond drilling program of 1002 metres. This was designed to test the potential for secondary chalcocite mineralisation at central Oyu and hypogene copper-gold mineralisation at south Oyu. Drill hole OTD 3 at central Oyu intersected 10 m of 1.89 % copper from 20 m below surface and drill hole 4 at South Oyu encountered 70 m of 1.65 % copper and 0.15 ppm gold from 56 m down hole.  A second drilling campaign of 17 widely spaced relatively shallow holes (2800m)  was completed in 1998 with mixed success. Drill holes 5, 7, 9 and 10 collared in the vicinity of South West Oyu returned encouraging copper and gold values including 39.2m averaging 0.72% copper and 1.13g/t gold. Based on this limited data BHP in 1999 estimated a preliminary resource of 438 Mt averaging 0.52 % copper and 0.25 ppm gold.

In mid 1999, a corporate decision was made to discontinue exploration in Mongolia and BHP’s tenements were offered for joint venture. The Oyu Tolgoi tenements were visited by Ivanhoe Mines in May 1999 and an agreement to acquire 100% interest in the property subject to a 2% Net Smelter Return was reached. In June 2002 Ivanhoe had completed all of it’s earn-in requirements and acquired 100% interest subject to the residual 2% NSR.

Ivanhoe’s exploration philosophy like that of BHP, was to continue to explore for secondary copper and porphyry-related hypogene copper-gold mineralisation.  Commencing in May 2000, Ivanhoe completed 8000m of reverse circulation drilling focused mainly at Central Oyu to test the chalcocite blanket discovered previously by BHP. Based on the RC results Ivanhoe estimated an indicated resource of 31.7Mt of 0.8% copper amenable to open pit mining. In May 2001, Ivanhoe continued RC drilling, mostly in the South Oyu area followed by three diamond holes, numbers 149, 150 and 159 in South Oyu, Southwest Oyu and Central Oyu, respectively. These three holes were targeted to test the deep hypogene copper-gold potential Hole 149 drilled to scissor BHP’s hole 4 at South Oyu intersected 71.5m of bornite-rich mineralisation grading 1.36% copper and 0.18g/t gold. In Southwest Oyu, hole 150 drilled midway between the 400m spaced, BHP holes 9 and 10, intersected 508m of chalcopyrite-rich mineralisation (starting at 70m down hole) grading 0.81% copper and 1.17g/t gold.  This discovery demonstrated that the south Gobi and Mongolia in general have high potential for major economic gold-rich porphyry copper deposits.
In July, Ivanhoe’s first drill hole commenced at central Oyu. It was a vertical hole aimed at testing the hypogene zone below the chalcocite blanket. A 252m intercept of 0.61% copper comprised hypogene covellite, chalcocite and pyrite. In September 2002, hole 270 drilled at Far North Oyu intersected 638m @ 1.6% copper and in March 2003 hole 367A, also in Far North Oyu encountered 164m of 1.42g/t gold and 4% copper. Thus by the end of March 2003, four significant zones of copper-gold mineralisation, had been identified at Oyu Tolgoi.

