LC EIC
Inquiry into the Closure of the Hazelwood and Yallourn Power Stations
Submission 43
Received 29 October 20221

Inquiry into the Closure of the Hazelwood and Yallourn Power Stations
Mr ROLAND DAVIES
Organisation Name:Gippsland Infrastructure
Your position or role: Director

YOUR SUBMISSION
Submission:
I have uploaded my submission
FILE ATTACHMENTS
File1: 617b8a9aac0c4-Gipps-IS - Submission to Economy and Infrastructure Committee - 29 Oct 2021.pdf
File2:
File3:
Signature:
Roland Davies

1 of 13

LC EIC
Inquiry into the Closure of the Hazelwood and Yallourn Power Stations
Submission 43
Received 29 October 20221

SUBMISSION TO ECONOMY AND INFRASTRUCTURE COMMITTEE
Terms of Reference
A.

Impact of the closure of the Hazelwood Power Station on the economy and jobs of the
Latrobe Valley, and the success or otherwise of economic recovery efforts to date

B.

Expected economic impacts of the proposed closure of Yallourn Power Station in 2028 and
options the State Government can pursue to offset the loss of more than 1,000 direct jobs
from the plant, as well as associated contractors;

C.

Success or otherwise of the Latrobe Valley Authority (LVA) to help the region transition, in
light of the decline of funding made available to the LVA over successive State Budgets

Introduction
I am pleased to submit a response to the inquiry to the Legislative Council on behalf of Gippsland
Infrastructure, a Latrobe Valley based development group that has been pursuing a suite of
innovative projects at its site in Morwell.
From the dawning of Victoria’s Brown Coal Power Generation industry, the significance of energy
security as a fundamental underpinning for modern society was clearly understood. The driver at
this time, was that industry leaders had lived through times where this was not the case, and it was
clearly understood that this would limit the ultimate growth potential of Victoria, if not rectified.
Visionary leaders of the time aspired for a stable and reliable energy supply, and turned to Victorian
Brown Coal for a solution. Some 100 years later it is clearly evident that the harnessing of Victoria’s
most abundant energy resource and the associated development of assets and infrastructure to
harness this resource has underpinned the success of the Latrobe Valley Region and more broadly
Victoria as a whole.
In more recent times a lot of focus has been given to the negative aspects of the utilisation of
brown coal as an energy resource. While there are challenges to be met, the evolution of
technology, increasing need for domestic energy security and expanding future market and product
opportunities, supports the sustainable utilisation of brown coal as a key part of Victoria’s energy
future.
While on first read, these statements may appear to be in direct conflict with Net Zero by 2050 and
the achievement of Sustainable Energy outcomes, quite simply, logically and empirically this is not
the case. Brown coal is an energy rich resource which Victoria has an abundance of, in fact it is
Australia’s second largest energy resource and the economic potential of the resource in Gross
State Product (GSP) terms exceeds $3,400 Bn.
Brown coal can be used to produce a range of contemporary products beyond electricity, with
many of the products produced overseas and imported to meet Australia’s domestic needs (fuels,
fertilisers, carbon products).
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Just transition needs to be about energy, social and environmental outcomes not energy sources,
and the Latrobe Valley could be in a much better place as the producer of these types of
contemporary products
Global Sustainability Business Drivers - Quintuple Bottom Line Approach
Victoria’s abundant energy resources can deliver Sustainable Prosperity through Innovation.
Building on the triple bottom line sustainability goal that was first used by Dutch Shell Oil Co in 1994
to reflect a focus on "people, planet, and profit“, bottom lines provide us with a lens to help us
make sense of our current reality and work towards a desired future
A Quintuple Bottom Line focus provides a lens to assess outcomes against:
 People – Quality of Life for people, e.g. health, vigour, wellbeing,
flourishing – Jobs, Belonging, Purpose.
 Planet – Sustainable Ecosystems Ability to meet contemporary
expectations across lifespans and generations. (Coal Statement).
 Purpose – Raison d'être, our fundamental reason to exist.
Building profitable businesses to harness regional energy
resources to deliver products that Industry & Consumers want
without compromising core values.
 Progress – Adaptive Innovation, New ways of using Brown Coal,
New Products, New Markets, Science & Innovation, Learning
 Profit – Competitive Productivity, the ability to produce a
product at a Price and Quality that discriminates it from others.
Energy Policy Context
Global climate initiatives, climate events, energy security and supply shortfalls are shaping
Australia’s current Energy, Resources and Emissions policies.
There is a complex landscape of Energy Policy Frameworks, past, present and future that will
dictate the environment we need to operate in.
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Australia is transitioning to a new energy future, with the Commonwealth and States committing to
Net Zero Emissions by 2050. There is also bi-partisan support for “Australia transitioning to a new
energy future” with the current focus on Energy Affordability, Energy Security & Renewables Share
Gippsland Infrastructure’s Perspective
Victoria has abundant natural energy resources that can be leveraged in a sustainable way, to bring
significant economic value, employment and prosperity to the Gippsland Region
Australia is moving into a carbon constrained future, which provides a pathway for the gradual decarbonisation of energy towards Net Zero by 2050. Fossil Fuel and Renewable energy resources will
continue to make a significant contribution to Australia’s Energy mix in the intervening period
The energy industry has a key role to play in gradually reducing emissions while continuing to
provide secure and affordable energy for Australian households and businesses; the community
expects safe, reliable, affordable and sustainable energy options to be available
Continued Innovation through Research and International Collaboration will be essential to achieve
these objectives.
A. Impact of the closure of the Hazelwood Power Station on the economy and jobs of the Latrobe
Valley, and the success or otherwise of economic recovery efforts to date
The closure of existing Power Generation and Coal Product facilities is not unprecedented or
unexpected after five or more decades of operation. The assets were designed and built for
economic operating lives of 30 years on a Nominal Capacity Factor of 75% duty cycle.
Privatisation of the industry in the mid late 90’s yielded substantial economic benefits to the State
through the disaggregation of the SECV and subsequent sale of assets.
However, the direct impact in the Latrobe Valley region was far more damaging and disruptive
leading to what could be best described as a multi-class society of haves and have-nots. While well
paid industry jobs for people with the requisite skillsets were still available, the breadth, range and
quality of support roles diminished considerably.
More significantly, a significant impact of disaggregation was the loss of opportunity for Latrobe
Valley youths, which took away key pathways to employment through the many apprenticeships,
traineeships, and cadetship opportunities spanning technical, administrative and commercial fields.
These opportunities were fundamental to people that were not aspiring or financially equipped to
head-off to university.
Some recent developments in the region are showing promise (Gippsland Tech School, Gippsland
Innovation Centre), but the critical success factor will be the achievement of outcomes against the
Quintuple Bottom Line framework as outlined above.
While training is important, clear pathways to sustainable employment opportunities in the region
are fundamental, which in-turn requires the development of industry at many levels, particularly
those that have a clear and consistent alignment with the regions core strengths.
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In terms of Hazelwood’s closure, I believe that many external factors contributed to the rapid onset
of the closure, and the cumulative weight of these factors compounded the situation; the factors
included inter alia:
 Mine Fire Inquiry outcomes;
 ENGIE’s global repositioning as an energy company (Carbon Trading);
 The age and condition of Power Generation Assets;
 Increased operating and maintenance cost profiles
 Environmental Advocacy pressure (Australia’s dirtiest Power Station);
 Evolving and inconsistent Emission Policy Objectives (Carbon Pollution Reduction Scheme);
 Increased Government Regulation and Costs (Increased Coal Royalties);
 Closure of Energy Brix – Customer and Auxiliary Fuel Supplier; and
 Deteriorating Market Outcomes as a result of the impact from Renewables.
In hindsight, it could be argued that the biggest failing was the lack of planning across all levels of
government for an early Power Station closure event, which was clearly foreseeable and inevitable,
given the changes that occurred in the operating environment.
Early Power Station closure is not unprecedented across the world, and had previously occurred
within the region. However, the key point of difference for the LV region was that previous closures
occurred concurrently with the continuance of new development, which ensured that there were
minimal social disruptions in the region.
Arguably, the silver lining from the unanticipated early closure was that it became the genesis for a
range of positive Government and Regulator initiatives that has resulted in greater planning for
future closures. The drivers for change were evidenced based derived from the holding of inquiries.
The outcomes from these processes resulted in improved regulation, and the implementation of
entities such as the Latrobe Valley Mine Rehabilitation Advisory Committee, The Latrobe Valley
Mine Rehabilitation Commissioner, Mine Land Rehabilitation Authority, Latrobe Health Advocate.
Latrobe Health Assembly and Latrobe Valley Authority.
While some new employment opportunities have occurred and the Worker Transition Scheme was
effective, the nature of the work, net economic outcomes and job security is far lower than during
the boom times of the region when the major centers of Moe, Morwell and Traralgon were thriving
community hubs, generating numerous supporting employment opportunities.
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B. Success or Expected economic impacts of the proposed closure of Yallourn Power Station in 2028
and options the State Government can pursue to offset the loss of more than 1,000 direct jobs
from the plant, as well as associated contractors.
Reflecting on what has occurred post the closure of Hazelwood, I offer the following observations
and thoughts:
 The Worker Transition Scheme was a pretty effective mechanism to provide a pathway for
impacted workers that were seeking ongoing employment and was timely given the age profile
across the power industry. However, there were also some detrimental outcomes for the
regions youth, as the industry retirements were filled by the impacted workers may have
otherwise resulted in new pathways in the form of apprenticeships and traineeships.
I don’t have sufficient insight to speculate whether the mechanism will be as effective for the
Yallourn closure, but consideration needs to be given to providing pathways to industry for LV
youth via institutions such as the Gippsland Tech School.
 The Demolition Industry does provide some local employment opportunities but the
headquarters are from outside of the region, and tends to lead to an itinerant workforce that
either travels into the region or has temporary accommodation during the week while
maintaining a home base and family connections outside of the region.
 The planning for Yallourn’s early closure was undertaken much more collaboratively with State
Government, which has resulted in less urgency in dealing with all matters at hand. The
maturity of thinking for Mine Rehabilitation is much more advanced, and the parent company
has other development plans for the region underway.
Fundamentally, the region needs new project developments that are similar in nature to a Power
Generation project, and the continued leveraging of brown coal as the energy source.
An obvious pathway would be a Hydrogen Production Facility utilising brown coal as the feedstock.
A domestic Hydrogen facility would support the development of downstream processing facilities to
produce valuable commodities for the State such as Ammonia and/or Urea Fertiliser.

Very Low CO2 Emissions

High Energy Density

Flexible Energy Carrier

Flexible Feedstock
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The case for the Sustainable Utilisation of Victorian Brown Coal is compelling.
Fossil Fuel and Renewable energy technologies have been evolving for over 100 years to meet the
worlds energy needs. The fact is that over time, community expectations are always met, which has
resulted in many positive social and environmental outcomes including:


Safety (Safe Working Practices, Lead in Petrol, Asbestos).



Improved energy efficiency; and



Reduction of emissions.

Some of these improvements are obvious in the following graphic:

Australia has been a valuable contributor to global energy innovation, with many successful
international partnerships forged over time with European, Asian and United States groups.
The future outlook for coal is for a broader range of energy products with greater focus on the
environmental impact and sustainability of projects; viable options include:


Hydrogen Production – H2 is both a very flexible clean energy carrier and product for use in
fuel cells, turbines, heating and storage applications, and can be directly utilised to produce a
diverse range of high-value products, such as:
o

Methanol;

o

Ammonia;

o

Urea Fertiliser;

o

Chemical Production; and

o

Natural Gas enrichment



Advanced Carbon Materials – Graphene & Allotropes of Carbon , Graphene Oxide-based
Supercapacitors & Batteries, Carbon-Fibre materials



Carbon Enrichment of Soil – Improving the Agricultural Productivity and Carbon Content of
Soils, and associated Carbon Sequestration



High Value Carbon Products – Char and Activated Carbon for environmental clean-up



Carbon/Hydrocarbon Gas & Liquids - Production of Methanol, Diesel, SNG, DME,
Tars/Pyroils, Acetic Acid, Naptha and other Petroleum Products

The environmental impact of Projects will be enhanced through the adoption of Carbon Capture,
Utilisation and Storage (CCUS) Technologies, including the Victorian Government’s CarbonNet
Project.
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Carbon Capture, Utilisation and Storage (CCUS)!
Carbon capture, utilisation and storage, or CCUS, is an important emissions reduction technology
that can be applied in the industrial sector and in power generation.
These technologies involve the capture of carbon dioxide (CO2) from fuel combustion or industrial
processes, the transport of CO2 via ship or pipeline, and either its use as a resource to create
valuable products or services or its permanent storage deep underground in geological formations.
CCUS technologies also provide the foundation for carbon removal or “negative emissions” when
the CO2 comes from bio-based processes or directly from the atmosphere.
The Energy Industry, as large contributors to national CO2-e emissions have, for more than a
decade, been pursuing options to mitigate emissions from production processes; these include:


Post Combustion Capture (PCC);



Beneficial CO2 reuse;



Process Improvements;



CO2 Mineralisation;



Bio-Sequestration;



Pre-Combustion Capture.

Victoria has excellent Geosequestration potential in Sandstone Formations and Deep Saline
Aquifers, which are being advanced to commercial status through the CarbonNet Project.
Several trials are being undertaken to improve the natural performance of Plants to Terrestrially
Bio-sequester CO2 as a Carbon Bridging Technology and leads to improved cropping performance
and soil condition.
Options for Beneficial Carbon Recycling are also being pursued around the globe:
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Science & Innovation
Science & Innovation is occurring through partnerships between Industry and leading Research
Institutes and Universities (University of Melbourne, Federation University, Monash University,
Swinburne, CSIRO and Australian Carbon Innovation), their charter is to find new ways of
harnessing Energy & Carbon from brown coal in a sustainable way.
Key Research areas are occurring across Hydrogen, Advanced Carbon Materials, Carbon Enrichment
of Soil and Carbon/Hydrocarbon Production as discussed above, along with other supporting
research spanning:


CCUS Opportunities: Advancing practical and cost-effective Carbon Sequestration and
Utilisation opportunities for commercial application (Carbon Net)



New Carbon Feedstock – Biomass Integration, Tyre Pyrolysis, MSW Processing (W2E); and



Integration with Renewables Opportunities

The Carbon Research and Innovation Centre as proposed by Australian Carbon Innovation and
Federation University would drive the required innovation to unlock these types of opportunities.
Strengths, Weaknesses, Opportunities & Threats (SWOT) Analysis
A simple SWOT Matrix demonstrates why Victoria’s brown coal resources are so valuable and what
must be done to leverage the Resource in a sustainable way:
Strengths

Weaknesses

1. Our competitive advantage is availability
of abundant Energy Resources.

1. The reputation of brown coal is poor due to
past utilisation.

2. The cost of the resource in $/GJ is world
class.

2. The ability to raise funds for coal-based
projects is becoming more difficult.

3. The ability to process the resource is well
understood and skills exist in the region

3. The development of a CCS Hub is required to
underpin any new development.

Opportunities

Threats

1. The availability of new technology can
deliver net zero outcomes (CCS/CCUS).

1. Brown Coal will become a stranded asset if
not able to be used sustainably.

2. Currently Equivalent Products are
imported and subject to supply and cost
pressures.

2. The community has been conditioned to see
the downsides of coal utilisation.

3. Downstream product development can
open new market opportunities.

3. Access to the resource is via existing
operators, which may or may not support the
Project Development
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Australia’s Major (>1,500PJ) Energy Resources
Brown Coal is Australia’s 2nd most abundant Energy Resource. The LV Region is estimated to contain
200 Bn tonnes of brown coal, with circa 33 Bn tonnes considered to be economically winnable.

Economic Value of Production
Substantial Economic Value creation is possible from Victoria’s most abundant resource. The
following table provides a summary of the indicative:


Economic yield per tonne of brown coal



Gate Price for various products



Production Output based on 1 million tonnes



Gross State Product available from 1 million tonnes; and



The ratio of Capital Costs to GSP Value.

The average value yield of value-added product is over $100 / tonne of coal utilised, therefore the
total value of production from economically winnable reserves exceeds $3,400 billion.
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C. Success or otherwise of the Latrobe Valley Authority (LVA) to help the region transition, in light of
the decline of funding made available to the LVA over successive State Budgets.
In my view the Latrobe Valley Authority (LVA) is as perplexing as it is purposeful. Conceived as a
priority initiative to deal with the economic and social challenges of the impending closure of the
Hazelwood Power Station and Mine, in Victoria’s Latrobe Valley, it has facilitated a range of State
Government investment to deliver tangible social and economic outcomes in the form of new
projects. But is this role an adjunct to, or in conflict with other entities such as RDV, or Regional
Partnerships?
According to the LVA Website “The Victorian Government established the Authority in November
2016 to bring together local people, industry, education providers and all levels of government to
secure the economic, social and environmental future of the Latrobe Valley”.
From a purposeful perspective the Authority did intervene to successfully facilitate pathways
between Hazelwood, and other prospective employers including Yallourn, Loy Yang, Australia
Paper, notwithstanding that this strategy was already underway across other State Government
departments including Regional Development Victoria prior to its inception.
From a perplexing perspective there are few aspects that come to the fore, including:
I. The relationship of the LVA with its own department – DJPR (Department of Jobs, Precincts and
Regions) and other State Government departments is notable. The lack of coherence to current
DJPR policy mandates and initiatives is questionable. By way of example the State has put a
range of investment and policy initiatives in-place to advance the case for the “Sustainable
Utilisation of Victorian Brown Coal” including:
a.

The Coal Statement – A document that establishes the standard and commits the
Victorian Government to assessing new brown coal projects through a robust and
transparent framework that is consistent with the Government’s social, economic and
environmental priorities.

b.

Japanese Hydrogen Energy Supply Chain (HESC) Consortium, evaluating the production of
Hydrogen from Victorian Brown Coal.

c.

CarbonNet, State Government Project to facilitate the development of a world class,
commercially viable Carbon Capture and Storage (CCS) hub in Gippsland that provides a
safe, competitive, flexible solution for Victoria to manage its future carbon emissions from
industrial sources, while supporting economic development opportunities.

d.

Australian Carbon Innovation, a Research Facilitation Organisation that fosters Research,
Development and Demonstration of contemporary opportunities associated with
Victorian Brown Coal.

e.

Coal Protection Overlays, in-place across the Latrobe Valley to “balance the protection of
the state’s largest natural resource endowment with the other opportunities to promote
economic development and growth”.

Unfortunately, the LVA actively talks down opportunities associated with Victorian brown coal and
conflates its utilisation of it with unsustainable environmental outcomes, which is ill-informed and
inconsistent with its own Smart Specialisation Strategy. It is also clearly detrimental to prospective
future economic outcomes in the Latrobe Valley associated with brown coal resources.
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In reviewing the works of the LVA, the Payne Institute/University of British Columbia's concluded
that “The principles of Smart Specialization can help leverage resources - In Europe’s Smart
Specialization model, a region focuses its entrepreneurial effort to areas in which it has some
“natural” advantage, by virtue of its natural resources, historical industry, academic strengths or
other. Leveraging such existing strengths helps position that entrepreneurship to be more
competitive on a regional or even international stage, which plausibly creates conditions for
stronger and more enduring business development”.
Clearly the LV region’s natural advantage is its brown coal resources and availability of Skilled
Labour Resources. Coupled with the CCS potential of the offshore Gippsland region, it truly
demonstrates the existing strengths of the region which are the envy of many other Asian nations.
Another conclusion from the Payne Institute/University of British Columbia's review of the works
of the LVA was that “Other government spending is instrumental to bridging gaps to economic
diversification. The Victorian government’s spending on infrastructure as part of its economic
development plan for the Latrobe Valley both offered work for displaced workers and upgraded
the attractiveness of the region. With that backdrop, the LVA could help businesses upgrade their
capacity to bid for and execute contract work and thus better position these local businesses for
future regional work as well”.
On way to many occasions, large State Government contracts are awarded to companies outside
of the region, and while there is some local employment participation the bulk of the investment
ends up outside of the region, and does not build the necessary capacity for the future.
II. The active stance of the LVA against the “Sustainable Utilisation of Victorian Brown Coal” is
concerning to a range of current and future industry stakeholders.
A graphic example of LVA’s anti-coal sentiment and positioning is the repeated usage of a
disparaging photograph of Hazelwood as illustrated below; Chief Executive - Karen Cain has
presented this graphic in numerous forums, nationally and internationally.

It is clear that LVA could use its reach to be a positive ambassador for future Sustainable Brown
Coal Project opportunities for Victoria, instead of electing to run interference, which is in direct
conflict with other State Government policies and departmental initiatives, and certainly not in
the best interests of the LV community.
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Victorian Brown Coal Summary
In summary, many Commercial Pathway’s and Investment opportunities are available to achieve
“Sustainable Prosperity” from Victorian Brown Coal. Focusing on the 5-P’s of Sustainable
Prosperity:


Gippsland (Latrobe Valley has abundant Coal Resources able to underpin coal based
projects for decades (33 Bt).



The Economic Value or Potential Value Add available from Brown Coal resources exceeds
$3,000 Bn ($3 Trillion) “Profit”.



Substantial knowledge already exists on Brown Coal and its Utilisation, but new Research
& Development will underpin future Adaptive Innovation “Progress”.



Market Demand for Products, Government Policy Objectives and Resources Availability
provides clear direction which reflects contemporary community expectations for Energy
Production and Carbon Utilisation “Purpose”



Sustainable Developments will deliver Investment and Jobs Outcomes for the Region
“People”; and



Government Sustainability standards protect the future environment “Planet”
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