Low Coal Prices
“Reducing Operating Costs”

Reducing Mine Operating Costs
When coal prices are high and mining operations
are achieving healthy margins, the mine’s focus is
typically on maximising production to generate
more profits - ‘to make hay while the sun shines’.
During these times, operating costs often increase
on a cost per tonne basis as operations strive to
increase production and have less pressure to
control costs.
However, when coal prices fall, operations can be
caught experiencing negative margins due to their
high cost of production.

In this situation mining operations need to reduce
their operating costs quickly to remain viable.
Often the areas to immediately reduce operating
costs are in the operation’s supply and services
contracts, which can contribute up to 70% of the
site’s operating costs.
A 10% reduction in operating costs can result in a
7% improvement in the sales margin, which could
be the difference between keeping a mine
operating and shutting a mine that is not viable.

“A 10% reduction
in operating costs
can result in a 7%
improvement in
the sales margin”
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Cost Reduction Potential
We consistently deliver the above cost reductions for coal mining operations looking to reduce costs.
These savings are realised by our clients each year during the contract term.

Our Cost Reduction Projects
We implement various projects to achieve the cost reductions. The type of project depends on the
value and strategic nature of the goods and services.

The types of cost reduction projects include…

Strategic Tenders

Rapid Tenders

Supplier Negotiations

Large value, strategic
contracts that require a full
tender process, and a high
level of stakeholder
management

Lower value goods and
services that require a
shorter tender process to
create competitive tension to
drive down prices

Quick negotiations with
existing suppliers to improve
pricing and conditions of
current supply and services
contracts

Developing Contracts

Improve Processes

Inventory Reduction

Putting in place contracts
for goods and services
requirements that are
currently not under contract

Improving internal
processes to streamline
procurement activities and
reduce the cost of the
procurement function

Reviewing inventory levels
held by your company, and
optimising these levels to
free up working capital for
other activities

“

Caliba has assisted us to renegotiate
contracts with our current suppliers, and
tender our requirements, which has
resulted in significant cost reductions for
our site.

”

Case Study – Foxleigh Mine
“We engaged Caliba to complete a review of
our supply and services contracts to ensure
our prices and rates were competitive.
Since identifying areas of cost reduction, Caliba
has assisted us to renegotiate contracts with
our current suppliers, and tender our
requirements, which has resulted in cost
reductions for our site.
Caliba also assisted us with our strategic
outsourced services contracts, which has led to
a step change in service levels and further cost
reductions for Foxleigh”.

Tod Mathews
General Manager / SSE
Foxleigh Mine
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Contact us
Please contact our mining cost reduction experts to discuss how we can quickly
reduce your operating costs.

Head Office
Level 3, 82 Eagle Street, Brisbane Qld 4000

+61 1300 225 422 (1300 CALIBA)
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