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Parliament of Victoria’s Legislative Council Economy and Infrastructure Committee.
Inquiry into the closure of the Hazelwood and Yallourn power stations.
Submission from the Hydrogen Energy Supply Chain
August 2021
About the Hydrogen Energy Supply Chain (HESC) Project
The pioneering HESC Project is being delivered by Japanese and Australian experienced
industry partners, supported by the Victorian, Australian and Japanese Governments.
The consortium of industry partners includes Kawasaki Heavy Industries, Ltd (KHI), Electric
Power Development Co., Ltd. (J-POWER), Iwatani Corporation (Iwatani), Marubeni
Corporation (Marubeni), AGL Energy (AGL) and Sumitomo Corporation (Sumitomo).
Royal Dutch Shell (Shell), ENEOS Corporation and Kawasaki Kisen Kaisha, Ltd. (K-Line) are
also involved in the Japanese portion of the project. The world-first HESC Project aims to
safely produce clean liquefied hydrogen from Latrobe Valley coal and transport it to Japan.
The Project is being developed in two phases — a pilot, which is currently in progress, and a
commercial phase.
The pilot is currently operational, producing hydrogen from coal at a newly constructed
plant located at AGL’s Loy Yang Complex in the Latrobe Valley through a coal gasification
and gas-refining process. The hydrogen gas will be transported by truck to a liquefaction and
loading terminal at the Port of Hastings, liquefied and then loaded on to a specially designed
marine carrier for shipment to Japan.
The HESC Pilot has created approximately 400 indirect and direct jobs in Victoria, the
majority in Latrobe Valley. It is also stimulating world-first hydrogen research, building new
knowledge, and developing adaptable infrastructure.
If the HESC Pilot is successful, the Project Partners will move towards a multi-billion-dollar
commercial operation. The CarbonNet CO2 storage Project is developing this in parallel with
HESC. If both projects are commercialised, CO2 captured during hydrogen production would
be transported and stored by CarbonNet in the depleted oil and gas reserves off the
Gippsland coast in Bass Strait.
The CarbonNet Project has successfully achieved several major milestones and is on track to
enable a low emissions future for the state of Victoria and provide economic growth to the
region.
HESC has a commercial hydrogen production estimate of 225,000 tonnes per year. This is
estimated to reduce global CO2 emissions by some 1.8 million tonnes per year – the
equivalent to emissions of 350,000 petrol driven cars– enabling the region to play a part in
achieving the Paris emissions reduction targets.
Investment in the HESC Project
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The Japanese and Australian industry partners, and the Victorian, Australian and Japanese
Governments have invested $500 million Australian dollars into the HESC Pilot.
The Victorian and Australian Governments have each contributed $50m for the delivery of
the pilot as a practical investigation of a viable new industry for the Latrobe Valley and
Australia.
With the full support of the Victorian, Australian and Japanese governments, HESC Project
Partners are working together to establish a commercial-scale hydrogen energy supply
chain.
HESC employment potential
A commercial HESC Project has potential to create thousands of jobs, enabling the transition
for workers in coal-fired power stations and mines to a range of new, transformative
industries. The infrastructure HESC will create to transport, liquefy, store and ship hydrogen
is the same infrastructure renewable hydrogen projects will need —immediately creating a
future-ready infrastructure and workforce.
Additionally, HESC, our approach to a circular economy (outlined in the governments
Recycling Victoria action plan) and associated infrastructure can enable new opportunities
and attract innovative industries to the Latrobe Valley, such as:
-

-

Captured carbon dioxide (CO2) from the H2 production can be used for other
products such as manufacture of fertiliser, building products, F&B, and fish proteins.
Our H2 process will also produce slag (glass-like material) that can be used for road
base and in cement production. Excess Nitrogen can also be used for industry such
as ammonia.
Installed pipelines and infrastructure to support other Hydrogen/Energy related
projects.

Why Latrobe Valley is the right region for hydrogen development
The HESC Project Partners highlight the importance of Australia’s and Victoria’s hydrogen
strategies in creating opportunity for Latrobe Valley to access innovation, thousands of
sustainable jobs and become a powerhouse in a growth industry.
The Latrobe Valley, and Gippsland, is uniquely poised to play a leading role in Australia’s
clean hydrogen future. This was made clear by National Energy Resources Australia (NERA)
selecting and funding the region, through Committee for Gippsland as a key industry cluster
that will play a pivotal role in accelerating the development, deployment, and
commercialisation of the Australian hydrogen industry.
From its heritage in mining and the power industry, the Latrobe Valley has a significant pool
of technically skilled workers who are supported to up-skill through the Gippsland Hi-Tech
Precinct and energy-related vocational courses.
The region is also blessed with quality industrial infrastructure and natural resources that
provide a strong foundation for hydrogen development.
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The nearby offshore Gippsland Basin, where carbon storage is being developed by
CarbonNet, is recognised as a world-class location for this technology and infrastructure.
Conclusion
A commercial HESC Project has potential to create thousands of jobs and help transition the
region from coal fired power stations to new clean industries and create a thriving hydrogen
export industry with huge local economic, environmental and community benefits.
Without the support of the Latrobe Valley and the Mornington Peninsula communities, the
Victorian, Australian and Japanese Governments, this project would not be possible.
We remain committed to collaborating with State and Federal Governments to deliver jobs
for Victorians and be part of the economy of the future.
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