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other related operating costs. For instance
make sure the savings from moving a
process such as milling to Off-Peak are
not outweighed by increased labour costs
or the risk of downstream processes
being idle.

Once you have identified the risks,
construct a risk evaluation matrix. You
can rate risk significance by evaluating
the probability of occurrence and severity
of impact. Follow with clear mitigation
tactics as required.

4. Re-schedule production

The final step is to develop a detailed plan
to guide implementation of the proposed
production shifts to non-Peak periods.
You may adopt a phased approach to
prioritise those changes that will deliver
the highest savings and/ or mitigate any
high-impact risks. For example, if 60 per cent
of Ore Milling is currently conducted during
Peak hour, re-scheduling of such production
to non-Peak periods may be tagged for
accelerated implementation due to the size
of the savings opportunity.

Load shifting can reduce instantaneous
peak loads by up to 50 per cent across a
number of mining processes. When combined
with the tariff differential load shifting
provides significant scope for improvement
to the bottom line. 0
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3. Assess risks

2. Determine current Standard
and Off-Peak capacity

As is the case with any proposed production
changes, a careful assessment of risk is
required to ensure cost reduction imperatives
do not compromise mining operations.
Ask yourself how all proposed shifts from
Peak to non-Peak production will affect
production efficiency, output quality and

Having identified current Peak usage patterns,
the next step is to identify current Standard
and Off.Peak capacity. The objective here
is to analyse usage patterns and available
capacity in order to identify spare capacity
in non-Peak periods.

Understanding what drives energy costs
for each production step provides an essential
framework for Steps I and 2. Completing
a Value Driver Tree (which looks at all the
steps in a process and, in this case, the
electricity they consume) or similar analysis,
allows you to clearly see what makes up
your total energy cost.

This analysis may reveal, for example,
that you should start a number of large drives
during Standard periods, to avoid their high
initial power consumption exceeding your
contracted instantaneous peak load.

Whilst not an easy task, building a Value
Driver Tree is fundamental to identifying
opportunities for more cost-effective
production scheduling and the potential
value of such opportunities.

As the focus shifts from production to cost reduction, mining companies must look
across their entire business including reducing electricity costs in the production process.
Skipp Williamson of Partners in Performance explains how a load shifting approach
can deliver significant bottom line improvements and free up much needed cash.

Climb down"' off the peak
(educing electricity costs

1. Understand current Peak usage

Every mine manager should have a clear
picture of current electricity usage patterns.
Start by plotting current Peak hour and
instantaneous usage by specific production
steps, for example, start up and operation
of milling and crushing processes.

I N THIS VOLATILE environment
mining managers are under pressure to
reduce costs and are increasingly being

forced to look beyond the more obvious
supply chain opportunities.

At first glance, you may think your ability
to control electricity costs is limited by virtue
of a weak bargaining position - the power to
set electricity rates rests largely with suppliers
or is limited to those who can negotiate
sophisticated forward contract deals. However,
you should not underestimate your ability to
influence electricity costs by "shifting the
load" to either take advantage of differential
pricing for Peak, Standard and Off-Peak
periods or to manage maximum load peaks.

The cost of electricity per kWh consumed
during Peak hours is often over 300 per cent
higher than the cost to consume during Off­
Peak hours. This fact alone points to the sig­
nificant opportunity to reduce electricity costs
by re-scheduling suitable production steps to
non-Peak periods. Similarly supply contracts
may heavily penalise you for drawing power
beyond an agreed level, even momentarily.

So, how can you take advantage of this
opportunity? The following process provides a
framework for action.

At theajmonline.com
you will find essential information relating to; coal,
base and precious metals, iron ore, uranium, titanium
and mineral sands, coal seam gas and underground
coal gasification, mining equipment, mine management
and services. For mining companies, investors and analysts
alike, the AJM can inform your decisions and provide
greater insight into the vast resources industries.

There is informed commentary from consultants to the industry
and outlooks for different commodity groups, supported by
the AJM's comprehensive schedule of mining conferences, held in
venues throughout the world. For more information on conferences
visit: www.informa.com.au or www.iir.com.au

Drop by and visit us sometime at www.theajmonline.com

You can subscribe to the weekly e-newsletter for free!
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