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DISTRIBUTION HEADWORKS SCHEME 
Matter of Public Interest 

THE DEPUTY SPEAKER (Mrs D.J. Guise):  Today I received within the prescribed time a letter from the 
member for Stirling seeking to debate as a matter of public interest the following motion - 

That this house condemns the government for its newly released distribution headworks scheme as a 
hindrance to regional development, and calls on the government to fully fund power capacity upgrades 
to the distribution infrastructure in the south west interconnected system through community service 
obligation support.   

The matter appears to be in order.  If sufficient members agree to this motion, I will allow it. 

[At least five members rose in their places.] 

The DEPUTY SPEAKER:  The matter can proceed.   

MR D.T. REDMAN (Stirling) [3.05 pm]:  I move -  

That this house condemns the government for its newly released distribution headworks scheme as a 
hindrance to regional development, and calls on the government to fully fund power capacity upgrades 
to the distribution infrastructure in the south west interconnected system through community service 
obligation support.   

This issue is of paramount concern to those who live in the regions.  I fully appreciate that those who live in the 
suburbs of Perth might not understand this issue.  I also note that many people in regional areas do not fully 
understand the impact of this issue and how far it goes.  It is interesting to go back over the history of the 
development of the south west interconnected system and to refer to the Hansard of 18 October 1945 when the 
South-West State Power Scheme Bill 1945 was introduced in the Legislative Assembly.   

The ACTING SPEAKER (Mr P.B. Watson):  Members! 

Mr D.T. REDMAN:  It is interesting to see some of the arguments put forward for the original development of 
the south west interconnected system.  In his second reading speech, Hon A.R.G. Hawke, then member for 
Northam and Minister for Works, made the point that the studies that had been done outlined the value of 
development in the south west of the state.  A lot of arguments were made; including the importance of a second 
power scheme.  In the post-war years it was set up largely for the sawmilling industry and the dairy interests of 
the south west.  This was an opportunity to increase the population of the south west.  The scheme aimed to 
increase the number of amenities for the people of the south west; reduce the production costs for industries in 
the area that were utilising the then privately-owned Collie Power Station - which has since moved into 
Government hands - and of course to extend the system to the great southern.  I might add, Mr Acting Speaker, 
that I am as passionate about the great southern as you.  In fact, it was on the basis that the great southern had 
such a well-prepared submission that the south west interconnected system was extended to that area.   

When we look at some of the comments that were made in Parliament in October 1945 - 

The ACTING SPEAKER:  Members, there is a continual chatter in the chamber and I am sure that the Hansard 
reporter is finding it hard to hear - I am finding it hard to hear.  Please keep it down to a dull roar.   

Mr D.T. REDMAN:  Thank you Mr Acting Speaker.  It is interesting to read some of the comments from the 
Legislative Council debate, and in particular one from the Chief Secretary, Hon W.H. Kitson who was the 
member for the West Province, as I understand it was known at that time.  I now quote him from the Legislative 
Council Hansard record of 14 November 1945 - 

In commending this Bill to the House I do so in the knowledge that the Government is fully aware of 
the necessity to bring electricity to the maximum number of persons, and at the same time that costs and 
prices to be charged to consumers should be kept at a reasonable level, and that the hard working men 
and women of country districts should be given the opportunity to enjoy the amenities and to acquire 
the labour-saving devices that are available to those who dwell in the metropolitan area. 

He went on to say that - 

It will be a vital contribution to the Government’s policy of decentralisation of industry and of 
population, and it is hoped will eventually prove to have attracted wealth and migration to the State. 

On page 1863 of the Hansard record, he goes on to say - 
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If this scheme, which was strongly recommended by the advisory committee, can be put into operation 
within the next five or six years, or even within the next ten years as regards its completion, it will make 
a remarkable difference to the economy of Western Australia, and the South-West of this State will be 
able to carry a much larger population and will probably reach a position that will compare favourably 
with that of any similar area in Australia. 

Hon. H. Tuckey, member for South West made a comment on 21 November 1945 in which he said - 

If the time arrives when there is a considerable profit - as I have no doubt it will arrive - then the 
consumers ought to be considered, instead of the profits being paid into Consolidated Revenue. 

I make these points and quote these references to demonstrate the basis of the arguments made to develop the 
south west interconnected system.  I want to make the point very strongly that there were social drivers as much 
as there were economic drivers for the development of that system, and yet this government is clearly focused on 
a user-pays basis for development.  The National Party argues that this will be a downward pressure on regional 
development.   
The government of 1945 was prepared to invest in growth potential, as distinct from the current government’s 
policy.  It made nation-building decisions.  The last point made was about investing profit back into 
infrastructure.  We all know what happened to Western Power.  There was a strong push by the government to 
pull out dividends and the necessary re-investment in infrastructure was not made, and we know what that has 
led to.  I believe that is one of the drivers behind the necessity today to upgrade infrastructure on a user-pays 
basis to support growth in those areas.   
The arrangement in place prior to the introduction of this current government policy meant that once an area in 
the SWIS reached capacity the next major development that triggered the need to upgrade the line had to also 
pay the cost of the capital upgrade.  In areas in which regional development is taking place more quickly than is 
normally the case, such as in my electorate, and in Ravensthorpe and Hopetoun, it has now reached the point at 
which people are being required to pay a stack of money to get the line upgraded to supply the power that they 
need.  That is, of course, antidevelopment and antigrowth in those areas.  Therefore, the minister in his wisdom 
has decided that he will find a way to “smear” - to use the term that he used on Friday night - the cost of that 
upgrade across all new users.  Fundamentally, that is still a user-pays approach.   
A lot of people in regional areas have largely misunderstood the fact that there has been a fundamental shift in 
government policy on this matter, because this policy applies not just to areas that have reached capacity, but 
also to areas in the south west interconnected system that are more than 25 kilometres from the substation.  
Those areas are now, for the first time, being required to pick up the cost of a new connection, and of an 
upgraded connection, even if there is spare capacity on the line.  That fundamental shift in policy is of great 
concern to the National Party. 
The fact that people in regional communities are now being hit with what is clearly a geographic tax, depending 
on where they live, is having a big impact on development in those communities.  It is interesting to look at the 
impact of these increases in costs on both residential and small business development.  The minister made the 
comment in question time last week that a cost of $8 000 is only small fry when it comes to building a house.  I 
made the point that this government has espoused the value of its contribution to housing affordability through 
the $7 000 first home owner subsidy.  The government is saying that by providing a grant of $7 000, it is making 
a big contribution to the problem of housing affordability.  However, at the same time, the government is saying 
that a cost of $7 000 is only a small cost for people in regional communities to get power connected to their 
homes.  These people are feeling great pressure from having to pay $6 000, $7 000 or $8 000 for the 
infrastructure that is so essential to their community and the growth of their region. 
I will give some examples from my electorate to highlight the impact of this issue.  The concern of the people in 
these communities is that these costs are putting downward pressure on future growth.  The first example is a 
person who has taken the risk, and has obviously borrowed a great deal of money, of setting up the first car wash 
in my community of Denmark.  The car washes in other larger towns are making a positive contribution to 
saving water in those towns, and even Denmark is under some pressure with water supply, so this car wash will 
be very important to the town.  However, the owner of that car wash has been hit with a $28 000 headworks cost 
on top of the normal charges to connect to the system.  That will not do much to encourage other people who are 
trying to develop small businesses in regional communities that are some distance away from the larger centre.   
The second example - which was brought up by the minister himself in question time last week - is Ocean Beach 
Caravan Park.  The new buyer of that facility has the financial backing to develop that facility so that the tourist 
traffic will stay in Denmark and the tourist dollars will be spent in that community.  The people of Denmark are 
pushing very hard for that facility to be developed.  The Minister for Tourism is also very keen for these types of 
opportunities to be developed in regional areas.  However, the buyer of that facility has been given a verbal 
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quote that it will cost him $640 000, on top of the normal connection costs, to upgrade his power capacity, 
including the transformers and so on.  If this person was in a city such as Albany, he would not be required to 
pay this high cost.   
Regional communities are finding it very difficult to move forward and develop industry and tourism 
opportunities in their regions, and provide jobs for their kids, when they are required to pay these sorts of costs.  
The owner of the Rivermouth Caravan Park in Denmark is also facing a headworks charge of $100 000, on top 
of the normal connection costs, for the upgrades that he requires.  The impost that he has to wear in order to 
upgrade and develop his facility and to maintain the growth of the service he provides as a small business 
proprietor in that community is absolutely exorbitant.  It is interesting to compare location with the additional 
costs of setting up a business.  I will use the example of a bakery.  I am advised by an electrical contractor in my 
town that a bakery needs about 25 kVA in order to support the infrastructure it needs to build and run the 
business.  If a baker was setting up business in the Acting Speaker’s (Mr P.B. Watson) electorate in Albany, 
there would be no headworks charge; he would simply have to pay the normal connection fees and the costs of 
actually connecting to the line.  However, if he were to set up the same business 60 kilometres to the west in the 
community of Denmark, he would be required to pay something like $14 000 in headworks costs on top of other 
costs.  Why would he choose to set up in Denmark?  If he were to set up business a further 60 kilometres west in 
Walpole, he would have to foot a $22 000 headworks bill on top of other costs.  Mind you, that $22 000 
headworks bill is the subsidised amount, because there is a subsidy component; I am sure the minister will very 
strongly highlight the fact that this government is making a really powerful contribution to the subsidisation of 
development in the regions by putting up $4 million over four years.  That is pathetic.  What will $4 million over 
four years do for these sorts of costs if, in the town of Walpole, the headworks cost for setting up a bakery is 
$22 000, with subsidy?  Business opportunities in the regions are falling by the wayside simply because of the 
impost of this government’s policy. 

I understand that the policy is out for consultation and that today there is a meeting in Albany to receive 
feedback on the policy.  However, the government has spent eight months putting this policy together, during 
which time there have been no new connections in these communities, so I cannot imagine that the government 
will want to throw the policy out very quickly.  I can see this policy being put in place, and this sort of impost 
being carried over to a range of communities in regional Western Australia.  Again, I highlight the point that we 
are talking about an impost not only on businesses in the communities of Ravensthorpe, Denmark, Bremer Bay 
and Jurien Bay, in which the lines have reached capacity, but also on all the other areas in the south west 
interconnected system that lie further than 25 kilometres from a substation.  These include Nannup, Frankland 
River, Beverly, Brookton, Wongan Hills, Darkan, Lake Grace, Hopetoun, Quairading and Lancelin.  These 
places are all in areas of the south west that will be impacted by this headworks charge.  It has been put in place 
simply by virtue of geographical location, and the National Party believes very strongly that this is an absolute 
deterrent to regional development in the south west, and other areas represented by the National Party. 

The minister talks about subsidisation.  To the question of whether we are in a position to subsidise those areas, 
his answer on television last Friday was no.  The reality is that when a user pays approach is applied to regional 
development, it can never stand up economically because there are fewer people out there.  His answer is “Let’s 
hit them with a bill; let’s make them pay for that development”.  This was not the attitude of the state 
government in 1945, but it is certainly the attitude of the present government.  This will obviously hit the 
communities I have mentioned very hard, yet the government is happy to support the subsidisation of the Perth-
Mandurah railway.  The government knows that the railway cannot pay for itself, and yet considers it to be 
perfectly plausible to put up arguments to say “This is done for the greater good; it is an asset to the community 
and will be well used”; but it does not stand up on economic grounds.  Why, then, is there a tax on geographical 
location for a range of regional communities in the south west?  It is an absolute deterrent to regional 
development.  I am left aghast at the government’s position.  It will significantly disadvantage those 
communities that lie further than 25 kilometres from a substation.  Over the past 12 months, the state has earned 
$2.7 billion in mining and petroleum royalties.  That is absolutely huge.  We are all aware of the Nationals’ 
position on royalties for the regions; returning 25 per cent of the royalties to regional Western Australia.  Those 
funds could support, in this case, regional development, and fund the capacity upgrades to the distribution lines 
in the south west interconnected system. 
In summary, we and the people we represent have serious concerns about this policy.  It is totally anti-regional 
development.  It does not give these communities the opportunity to grow and prosper like the rest of the state 
and the bigger centres.  This policy also contributes to regional housing costs.  We know how crucial the housing 
affordability crisis is to the community, yet this cost impost adds up to $11 000 for a particular connection, for 
example, in the community of Ravensthorpe.  That cost will be passed on to the consumer.  It will simply add to 
the cost of a house.  That simply does not add up.  I have not yet had a response on this issue from the minister, 
but how much of a cost would this be for the government?  I strongly assert that it is just not worth the pain these 
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communities are being put through as they seek opportunities to grow and develop.  People living in regional 
Western Australia want to share in the prosperity of the state.  They want to share in the mining boom, and the 
opportunity to grow and prosper that others are enjoying.  It is only reasonable that they receive a fair slice of the 
pie to obtain a basic service; that is, power to their homes and businesses.   
Another point has not yet been fully explored, and I would be interested to hear the minister’s comments on this.  
In a number of areas in the south west interconnected system that are more than 25 kilometres from a substation 
people will have to incur this charge if they are setting up a business or building a house with a new connection, 
but there is spare capacity in the system in these areas.  Will Western Power put that headworks money aside and 
hold it for a few years until that line reaches its capacity and then invest it in infrastructure, or does that money 
just go into the income side of the ledger for Western Power to make up the numbers?  These communities could 
well be paying a headworks charge that will not go into headworks.  I can understand that it probably will go 
into headworks in the communities I represent, because they are right up to capacity.  However, a large number 
of other areas - I outlined which towns - will have this charge applied to them, but there will be no need for 
Western Power to upgrade those lines because there is spare capacity for delivering power to those communities.  
What happens to that money?  There is a real need for the minister to give an assurance that those funds are not 
just intended to raise a bit more capital for Western Power, but will be channelled back into the infrastructure to 
support growth in those communities.   

I will leave it there to give my colleagues a chance to make some comments.  We feel very strongly about this, 
as do the people we represent.  This policy is an absolute impost on regional development.  We call on the 
minister to fully fund power capacity upgrades to the distribution infrastructure in the south west interconnected 
system through community service obligation support.   

MR G. WOODHAMS (Greenough) [3.24 pm]:  I endorse the comments of my colleague the member for 
Stirling.  The circumstances of this government remind me somewhat of the Indian railways about 20 or 30 years 
ago when people had to queue for first, second or third-class tickets, or maybe ride on the roof.  What happened 
if a person did not have the fare to ride first class and he happened to be standing anywhere near the line was that 
an Indian railway policeman would come along and whack him with a stick to get him out of the way.  This is 
the attitude that this government has taken to regional headworks in Western Australia, particularly in regional 
Western Australia.  It is a discriminatory policy that works against the nature of what this government should be 
doing.   

Earlier today in the house I heard the Premier and the Minister for Small Business get to their feet and talk about 
issues in regional Western Australia with respect to the drought.  They were saying that, in some instances, small 
business has not been acknowledged by the federal government.  May I suggest that small business cannot 
prosper or grow, and faces a choice in parts of regional Western Australia to not go to certain communities.  To 
link it back to my analogy with Indian railways 20 or 30 years ago, we are creating in Western Australia second-
class, third-class and untouchable communities because small business does not have the capacity in many of the 
communities to afford the headworks charges.  It is a very discriminatory situation and one that is totally unfair, 
unreasonable and not equitable at any point. 

Mr Acting Speaker (Mr P.B. Watson) would appreciate the regional development opportunities along the south 
coast and in the area where he lives.  I certainly appreciate the regional development opportunities along the 
mid-west coast where I live.  Towns like Kalbarri, Dongara, Port Denison, Jurien and Lancelin are all towns that 
are growing quite considerably.  As the member for Stirling has enunciated, depending on where a particular 
town might be in relationship to a substation, the headworks charges increase the further a town is away.  It is 
certainly a disincentive for many people, particularly small business, to become involved in many of those 
communities.  Those communities suffer from the lack of small business involvement. 

I will move away from the coast because most Australians, and certainly most Western Australians, have 
somewhat of a preoccupation with the coast.  I will refer to some of the towns inland in the mid-west, such as 
Morawa or Perenjori or Dalwallinu, which certainly, at the moment, because of the mining boom, could be 
described as having particular opportunities - opportunities they previously did not have.  However, with the 
regional headworks charges working the way they do, any small business that might be attracted to a town like a 
Perenjori or a Morawa or a Mullewa or a Dalwallinu or a Moora probably will not go there because of the 
enormous costs, the enormous burden, that the regional headworks infrastructure imposes on small business 
operators.  Small businesses end up going to larger towns, such as the one Mr Acting Speaker resides in, or Perth 
or Bunbury.  Therefore, no real benefits flow to inland Western Australia. 

I just wanted to spend a small amount of time highlighting those issues, because I know there are other members 
in the house who would like an opportunity to talk to this matter of public interest.  I support the member for 
Stirling in condemning the government for its newly released distribution headworks scheme. 
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MR F.M. LOGAN (Cockburn - Minister for Energy) [3.28 pm]:  Here we go again with the headworks 
charge!  I acknowledge the position taken by the member for Stirling.  I hope that it helps in the Nationals’ 
campaign leading up to the next election.  Good luck to them.  In terms of the issue at hand, the government 
rejects absolutely the arguments put forward by the member for Stirling.  However, I do acknowledge some of 
the issues that the member for Stirling raised concerning the history of rural power connections. 

I will clarify some things about the headworks charge.  It is important to not lose sight of why a headworks 
charge has been introduced.  Firstly, it is not a new charge.  It is an improved way of ensuring that we charge the 
right amount of money for connecting new customers.  It has been pointed out by the member for Stirling - 
although he objects to it - that it is a longstanding principle.  Secondly, the principle of user-pays is a 
longstanding principle and has always underpinned the cost of rural power connections.  It certainly continues to 
underpin the headworks charge because it is essential to ensure the appropriate consideration of location costs in 
new developments and sustainable development of rural and regional electricity services into the future.  Thirdly, 
we believe the support of the government rebate will significantly mitigate the costs associated, particularly 
some of the very high charges that apply in some of the more remote locations - the fringe of grid locations, 
some of which have been referred to by the member for Stirling - and that is in addition to other forms of 
government support, particularly for small businesses that are there at the moment.  Those three points are 
important to acknowledge.  It is not a new charge; it is a repackaging and a far more fairer and transparent way 
of applying the existing user-pays principle to rural connections. 

The south west interconnected system was built, as we know, many decades ago, and was funded initially by 
contributions from regional people.  It was not completely built by the Western Australian government.  Capital 
contributions were made by regional constituents in Western Australia at the very inception of the building of the 
south west interconnected system.  That is a fact.  That user-pays principle and that capital contribution can be 
traced back to the inception of the south west interconnected system.  It is not new.  As we know, over the years 
there has been very slow growth in the electricity network into the outer fringe of grid areas.  That has meant 
that, until now, there has always been spare capacity for connecting new customers to the grid.  However, as was 
pointed out by the member for Stirling, that capacity, particularly along the south coast, is being eroded very 
quickly because of the substantial number of people who are moving to the south coast for a range of reasons 
and because the investment to supply that growth is growing rapidly.  

I will deal with why the user-pays principle is important.  The user-pays principle has applied, as I say, to the 
connection to electricity networks for a long period.  The user-pays principle, or the capital contribution charge - 
that is the first mover principle - goes all the way back to 1994 and the establishment of Western Power as a 
government trading enterprise.  As part of the government’s electricity reform program, which we undertook in 
2005, the government has regulated Western Power, as the owner of the transmission lines, through an access 
code.  Although that clarifies and codifies things more clearly, the basic principles of the access code are the 
same as those that operated under the old capital contribution charge.  Nothing has changed.  The access code 
deals with it in the same way as it was dealt with before.  

Mr B.J. Grylls:  There used to be a much greater level of government grant activity to fund those upgrades, so 
people could afford to do it.  

Mr F.M. LOGAN:  The Leader of the National Party will find that, regardless of the flexibility given on the 
ground for connecting electricity, the principles that applied under the capital contribution -  

Mr B.J. Grylls:  It used to be affordable.  

Mr F.M. LOGAN:  The way in which the capital contribution charges apply, with the user-pays principle, is no 
different now from what it was in 1994 and it can be traced back to the establishment of the south west 
interconnected system.  However, the key to ensuring sustainable development - that is, future growth in the 
south west interconnected system, particularly in those areas highlighted by the member for Stirling along the 
south coast - is to ensure that users who want to connect must know what is the cost of servicing those 
connections.  That is the whole point of having the access code and some transparency in the cost of connecting 
electricity.  Those costs include not only network extension and local connection costs, but also the cost of re-
enforcing the entire supply infrastructure of the headworks.  However, if the cost of connecting is completely 
hidden through cross-subsidies, there would be nothing to discourage inappropriate and costly developments.  
There would not be simply the growth that is occurring at the moment down there, but massive, rapid growth.   

Mr P.D. Omodei:  What is wrong with that?  Is it all right for massive rapid growth in the city but not in the 
country? 
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Mr F.M. LOGAN:  It means that people in the city and the people outside that rapid growth area pay more.  It 
means that there will be cross-subsidisation and everyone else will pay for that rapid growth.  That is the way it 
works.  

Mr B.J. Grylls:  Aren’t people doing that for the Mandurah railway? 

Mr F.M. LOGAN:  That is the Leader of the National Party’s opinion.  What I can point to absolutely clearly 
and factually is that that is what would happen with electricity.  Everyone else would be cross-subsidising it.  If 
people want to say in here that that is good, be it on their own heads when the rest of the community attack them.  

Mr G. Woodhams:  Will the minister take an interjection?  

Mr F.M. LOGAN:  No, because I want to put some facts on the record because a series of assertions have been 
made.  I want to respond also to some of the questions the member for Stirling asked.  His last question in 
particular was critical, and I want to answer it.  

In simple terms, when considering a connection application, Western Power discounts the cost of servicing that 
connection by the anticipated additional future revenue that it will receive through standard network tariffs.  Any 
remaining amount must be funded by a capital contribution.  Basically, Western Power works out from the 
normal tariff structure how much it will make over the future years of investment from transmitting electricity 
down the powerline, and what is left over in terms of the total cost of building the transmission line.  That is the 
capital contribution that Western Power then passes on to whoever will be connected or whoever has caused the 
upgrade of that particular distribution line.  The member asked why that applies in the country and not in the 
city.  Of course, it does not apply in the city because there are shorter lengths and higher customer densities, and 
that means that the network tariffs - the people who pay for the transmission of electricity over it - are sufficient.  
However, that is not the case in many rural areas because long, stringy lines go out from the substation.  The 
member for Stirling admitted that rural people are paying more because there are not many of them.  That is 
correct and that is why we in the city do not pay.  

Mr D.T. Redman:  Are you saying that transmission lines are fully funded by the tariffs at the other end?   

Mr F.M. LOGAN:  Transmission lines between the substation and the user probably are.  It all depends on the 
density of population and their distance from the substation.  That is why I will come back to those other towns 
the member for Stirling referred to as being caught up in the headworks charge.   

As we know, in the past, the first new connection that triggered the need for a network upgrade would be 
required to fully fund the cost of that upgrade, with rebates, provided there were subsequent connections to the 
same line.  Therefore, whoever the first mover was who triggered the upgrade to the entire network going back 
to the substation would be liable for that capital contribution.  The first mover would be rebated as other 
customers came onto that line.  The approach is effective, of course, for large new loads that fully or 
substantially utilise the new capacity that is built for it.  That is exactly how the traditional capital contribution 
system worked.  What does the new headworks charge do?  The Western Power headworks charge basically 
solves the problem of the first mover bearing the full cost of capital contribution.  The users pay only that which 
relates to their own power usage and location, rather than the full upfront cost of the entire network upgrade.  It 
is a fairer, more transparent and more cost-effective solution than the old system.  The member for Stirling has 
given some examples of costs applying to each individual business.  Nevertheless, compared with the old 
scheme it is fairer and certainly a more open and transparent way of dealing with connection costs and reflects 
what the real cost of that connection is, to not only the user but also the community at large.  It is not only the 
user but also the community at large that wants to know those costs.   

Mr D.T. Redman:  It is not the nation. 

Mr F.M. LOGAN:  Nevertheless, the nation needs to know how much it will pay for it.  The costs are based on 
optimised plans, using both conventional network solutions and alternative solutions, such as local generation.  
Western Power must show to the Economic Regulation Authority, under the access code, if there is an 
alternative to upgrading the powerline or a localised generation component that can resolve that capacity 
problem; for example, a Denmark wind farm as opposed to a complete overhaul of the power system and the 
powerline coming out of Albany.  Western Power is bound to prove that under the access code.  It must prove 
what is the cheapest and most appropriate solution to ensure that capacity demand is met.   

The ERA also looks at not only local generation but also demand-side management solutions to minimise the 
charges for new connections that can be applied in those towns in order to ensure that they minimise the overall 
cost of the network upgrade.  Importantly, the headworks charge shows the real cost of new connections; 
therefore, Western Power can make informed decisions on new developments.  Why are some headworks 
charges high?  The member for Stirling has given a number of examples, both in the house and in the media.  It 
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is important to provide some clarity as to why those costs are high.  Headworks charges essentially depend on 
two factors: the first, of course, as I pointed out, is the distance to the substation, and the second is the amount of 
capacity being sought.  Cases have certainly been brought to my attention.  As the member for Stirling has raised 
them, I might go over them and give greater clarity to the examples that he has used.  They involve very large 
amounts of capacity.  The people putting in those requests require a lot of electricity.  It is also important to not 
only look at the dollar amount, but also to assess the amount in the context of the capacity that is being sought 
and how the headworks charges fit in the context of other costs being faced by those businesses.  The example of 
the Denmark carwash was cited earlier.  The total capacity being sought is 63 kilovoltamps, which is a 
significant amount of power and is the equivalent of powering 12 houses.  A quote has been issued on that.  I 
believe that discussions between the company and Western Power are yet to happen.  The headworks charge 
component for that is $29 000, but that is because the business requires 63 kVA.  The member highlighted the 
Ocean Beach Caravan Park, which has been raised a number of times.  Its owners have discussed the possibility 
of a headworks charge but they have not received a quote as yet.  They have probably been using the tool on the 
web page to work out exactly what their headworks charge would be.  They have estimated that their headworks 
charge would be $585 000.  However, they are asking for nearly one megawatt of power at 950 kVA, which is 
the equivalent of power for 190 houses or a very large shopping centre.  That is a lot of power coming out of a 
very long, stringy line from Albany from which Denmark is approximately 90 or 100 kilometres.  It is the 
equivalent of power for eight small commercial lots, so it is not a small upgrade.  The Denmark Matilda’s Estate 
owners have probably worked out for themselves that the headworks charge will be about $93 000, but they are 
asking for 215 kVA, which again is a substantial amount of power and the equivalent of power for 43 houses.  
That is a lot of power. 

Mr B.J. Grylls:  It is not a bad thing to want a lot of power; it is a good thing that they want to buy power. 
Mr F.M. LOGAN:  In response to the member for Merredin, they can have as much power as they want.  There 
is nothing wrong with them having that amount of power.  All I am saying is that that amount of power has costs 
in the metropolitan region, let alone the bush.  When power is being supplied for the equivalent of a large 
shopping centre, big money is paid for connections. 

Mr P.D. Omodei:  Does the developer of a subdivision in the metropolitan area pay a similar headworks 
charge?   

Mr F.M. LOGAN:  The developer makes a contribution for sure, but I certainly would not say that it was the 
equivalent, no. 

Those were some of the examples in Denmark that the member for Stirling gave.  The example of Ravensthorpe 
supermarket has been given a number of times.  It is after 244 kVA, which is the equivalent of supplying 
49 houses.  Ravensthorpe is at the end of a 250 kilometre-long, stringy line coming out of Albany.  Of course, 
$244 000 for connecting it is a significant amount of money, but the headworks charge community service 
activity subsidy is $522 000.  That is how much the government is kicking in.  The supermarket’s contribution is 
$244 000 and the government’s is $522 000.  The Ravensthorpe workers’ camp is another example that has been 
raised.  It is after 125 kVA, which is the equivalent of supplying 25 houses.  Its owners must have worked out for 
themselves that the cost for a connection would be $125 000.  The subsidy for it is $267 000, which is again 
virtually double what it has been quoted.  When we say that, the application of a headworks charge is fair.  
Those examples that I have just given clearly show, particularly for places like Ravensthorpe, that it is fair and 
appropriate and also, which is the whole point about the new headworks charge, it is transparent and no cross-
subsidies are applied to it in the way they were from time to time under the old scheme. 

Mr D.T. Redman interjected. 

Mr F.M. LOGAN:  The member speaks about it quite rightly as a local member.  I do not criticise him.  He is 
arguing the case for his constituency, as he should.  As minister, I am pointing out exactly what the costs are to 
the rest of the state and exactly what those connections would cost for all the people of Western Australia, 
because ultimately someone has to pay.  If we were to adopt the motion that the member for Stirling has moved, 
it would mean that basically the rest of the state would pay for those connections. 

The motion before us today basically states that subsidies should be 100 per cent of the headworks charge.  What 
would happen if all price signals were taken out of the connection cost?  If all price signals were taken out, there 
would clearly not be an incentive for anyone to make sensible decisions about where to locate new connections.  
There would be a potential for the network needing to be expanded in locations where the cost of doing so was 
very high and the customers would obviously be oblivious to the cost involved.  To them it would be simply 
another connection.  Similarly, customers would not be mindful of the amount of new capacity they were 
seeking.  That goes to some of the issues I raised privately with the member for Stirling last week after the 



Extract from Hansard 
[ASSEMBLY - Tuesday, 25 September 2007] 

 p5665h-5675a 
Deputy Speaker; Mr Terry Redman; Mr Grant Woodhams; Mr Fran Logan; Mr Paul Omodei; Mr Brendon 

Grylls; Dr Janet Woollard; Dr Graham Jacobs 

 [8] 

matter had been raised in this house; that is, that apart from the web page tool that people use to work out what 
their connection cost and headworks charge would be, they should also approach Western Power to ascertain 
exactly how much power they need so that they do not overestimate and get a very high quote.  A little bit of that 
is occurring.  I am not saying that what people are doing is wrong, but it would be helpful for businesses, in 
particular, to have discussions with Western Power to clarify exactly how much power they need.   

Mr B.J. Grylls:  Do you have some idea what Western Power expects to receive from headworks contributions 
from regional businesses?   

Mr F.M. LOGAN:  No, that calculation has not been undertaken.  I know what the Leader of the National Party 
is suggesting; that is, if we apply it across the board in the way that it has been highlighted by the member for 
Stirling, it is another revenue-raising tool.  The member is asking how much that would be.  It might be applied 
in a slightly different way.   

The member for Stirling asked: what is the appropriate subsidy to provide in cases where, obviously, private 
benefits have been obtained by the recipients?  That is a more difficult question to answer.  However, it is clear 
that in most cases, the person or business seeking additional capacity will obtain some benefit from doing so.  
Therefore, it is reasonable that they pay at least part of those costs.  They are using a public facility for private 
purposes and where, effectively, the cost of the connection outweighs the income that would be received, there 
should be some capital contribution.  That principle has applied since the south west interconnected system was 
built, and it should not be taken away.   

The member for Stirling asked whether the headworks charge applies where there is spare capacity on the line.  
The example he used was that if the policy was applied to towns that wanted a new connection and were 25 
kilometres or more from a substation, they would be hit with the headworks charges irrespective of spare 
capacity.  That argument is not absolutely correct.  We are certainly continuing to consult.   

Mr D.T. Redman:  That is what the policy says.   

Mr F.M. LOGAN:  As the member knows, we are applying that policy to ensure that we meet those 
connections.  As the member for Stirling quite rightly pointed out, there has been a major delay in connections 
and we are going through the process of undertaking those connections and applying the headworks charges 
subject to the existing policy, particularly to the fringe of grid areas, such as Walpole, Denmark, Bremer Bay and 
Ravensthorpe.  At the same time, we are running parallel consultations with regional Western Australia.   

The member’s question about whether headworks charges will apply irrespective of the amount of capacity on 
the line is open to consideration.  An argument can be put by regional Western Australia to Western Power 
indicating the reason that it should not apply if there is capacity.   

Mr D.T. Redman:  That is a fundamental shift.   

Mr F.M. LOGAN:  It is interesting, because not only the member’s constituents but the Economic Regulation 
Authority would have a point of view on that.   

Mr D.T. Redman:  When they upgrade the line to Denmark, there will be spare capacity.   

Mr F.M. LOGAN:  The ERA might have an opinion on Western Power’s view on the way it should apply.  It 
comes down to the access code.  It is a user-pay principle; it is not a money raising tool to collect revenue that 
might be applied in the future to a capacity upgrade.  It must relate to the cost of connection under the access 
code.   

Mr D.T. Redman interjected.   

Mr F.M. LOGAN:  The policy is not open to debate but it is certainly open to criticism, and the member and 
others have criticised it.  I am sure that the position the member is putting forward will be put forward by other 
people.  I note that it might be interesting to see what the ERA’s opinion is and whether, under the access code, it 
should apply across the board or only where it ultimately leads to a capacity upgrade. 

Amendment to Motion 

Mr F.M. LOGAN:  I move - 

To delete all words after “house” with a view to substituting the following - 

acknowledges - 



Extract from Hansard 
[ASSEMBLY - Tuesday, 25 September 2007] 

 p5665h-5675a 
Deputy Speaker; Mr Terry Redman; Mr Grant Woodhams; Mr Fran Logan; Mr Paul Omodei; Mr Brendon 

Grylls; Dr Janet Woollard; Dr Graham Jacobs 

 [9] 

(a) the government’s newly released distribution headworks scheme and its contribution 
to regional development; 

(b) the call to fund power capacity upgrades to distribution infrastructure in the SWIS; 
and 

(c) that the government has met this call through an automatically applied community 
service obligation support scheme that is part of the new headworks scheme.   

I acknowledge the last point raised by the member for Stirling about the way in which the headworks charge will 
apply to those areas of Western Australia outside the fringe of grid areas and whether it would apply irrespective 
of spare capacity on the line.  I will certainly take those points up with Western Power to ascertain how it will 
seek to apply its policy in the future.   

MR P.D. OMODEI (Warren-Blackwood - Leader of the Opposition) [3.57 pm]:  I do not know whether the 
minister realises that this is one of the most important issues facing people in regional Western Australia 
irrespective of whether it relates to power supply, water supply or infill sewerage - they are all par for the course 
and very important issues.  There must be a community service obligation; otherwise people in regional Western 
Australia will not be able to afford to pay for these services.  The minister said Western Power will not pay the 
upfront costs but will pay for what it uses.  The reality is that the people in regional Western Australia will not be 
able to pay the full upfront costs.  The minister said it is fairer and more equitable, particularly for users, and it 
will unlock the necessary upgrades and it will be easy to administer.  It sounds very good, but in reality the 
situation is that in the great southern area, from Augusta through to Denmark and Ravensthorpe, there is a 
shortage of power supply.  That points to the ministry and department’s failure to plan.   

In my personal dealings with Western Power I have always found it to be a very professional organisation.  
Every time we as members of Parliament, have appealed a cost for a headworks charge, it has been reduced - 
sometimes quite significantly.  It appears that the department is adopting an ambit claim practice and when the 
first person objects to the charge, it is reduced significantly.  I am sure other members have experienced the same 
situation.  If people did not appeal, they would pay the full price.  The situation that applies now is different from 
the contributing extension scheme that applied in the late 1960s and early 1970s.  People could afford to pay 
their contribution.  Even ordinary farmers on low incomes could afford to pay then, but they cannot now.  The 
cost of what I was proposing to do on my property 10 years ago has increased from about $10 000 to $300 000.   

Mr F.M. Logan:  The power usage is much greater than it has ever been.   

Mr P.D. OMODEI:  Of course the power usage is much greater than it has ever been.  Western Australia’s 
economy is surging and people in regional Western Australia expect a fair go.  They expect what people in the 
city get.  This is what the minister does not seem to understand.  People are being penalised because they live in 
the country.  The government has a measly $4 million program over four years - that is $1 million a year - to 
assist with a critical situation.  The minister knows that under the current scenario, people in Walpole and 
Denmark and people in the great southern and south west regions will run short of power again during the 
holiday periods this year.  It is unacceptable.  The minister is responsible for this situation and he should do 
something about it. 

MR B.J. GRYLLS (Merredin - Leader of the National Party) [4.00 pm]:  I have a couple of minutes to make 
the point to my good friends the members of Country Labor.  I cannot see how any member of Country Labor 
can support the notion that a 25 kVA business in Albany would have a zero headworks charge, in Denmark it 
would have a $14 000 headworks charge and in Walpole it would have a $22 000 headworks charge.  Country 
Labor members need to talk to their minister about this issue.  We are simply trying to get some consistency so 
that we do not have winners and losers in where we develop our communities.  Under this philosophy, we get a 
bigger Geraldton and a bigger Albany and not much more for anywhere else.  It is really important that we get 
this right.  Country Labor needs to do something about it, because it supported the railway to Mandurah - a big 
$1.6 billion project.  It will open eventually.  However, if we applied the user-pays principle to the railway and 
the cost of a ticket reflected the cost to the community of that project, it would not be affordable.  Nobody would 
be able to ride on the train.  We are not arguing about that anymore.  However, the government should be 
consistent in it projects so that we do not have all the infrastructure in Perth and country communities fighting 
each other about who is nearest to the substation. 

DR J.M. WOOLLARD (Alfred Cove) [4.02 pm]:  I support the motion of the member for Stirling.  I listened 
to his contribution and it appeared to me that he was talking about supporting regional development.  We know 
that country towns are closing down.  People are leaving country towns and moving to the city.  The minister has 
said that this is the connection cost versus -  
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Mr B.J. Grylls:  They are actually going to country towns.  That is why there is a demand for the upgrades. 

Dr J.M. WOOLLARD:  No; they have been leaving, but this motion seeks to encourage businesses to go into 
those country towns.  My understanding of what the member for Stirling said is that it is to encourage 
businesspeople to go back into those towns to help build up the towns and keep them viable.  It becomes a 
balance between the connection cost and the power capacity upgrade.  Although the minister said that we have 
had a user-pays system since 1994, it has also been pointed out in the house that the cost of electricity now is not 
the same as it was in 1994.  It is very important that we look at how we can support regional development.  If 
this is a way that regional development can be supported, I think the government should be flexible.  Rather than 
imposing these headworks charges, it should look at the areas and there should be flexibility.  If upgrading the 
power capacity means that there will be more development within a particular region and it will help that region 
survive and grow, we should support this motion.  I support the motion of the member for Stirling. 

DR G.G. JACOBS (Roe) [4.04 pm]:  There has not been a pharmacy in Ravensthorpe for the 30 years that I 
have lived in the region.  A pharmacy has come to town.  Because there was no facility for a pharmacy, the 
pharmacist renovated a little old house in the main street and opened up a pharmacy to provide a service for a 
region that needs to support the booming Ravensthorpe nickel mine on its doorstep.  This pharmacist plans to 
build a greenfield pharmacy and shopping centre with a 125 kVA capacity.  The headworks fee for that is 
$125 000.  That is a significant frustration to the development of services and facilities in Ravensthorpe.  In the 
words of this pharmacist, he has been given the run-around: yes, it is $125 000; no, it is not $125 000; there is 
now subsidisation, so it will probably be half that cost.  What capacity is needed and can the system deliver that 
capacity?  He wants to be sure that the system can deliver that capacity before he signs up for the headworks.  It 
will be a 270-kilometre transmission line from Katanning - not Albany, as the minister said in his speech - which 
has significant reliability and capacity issues.  Can that capacity be delivered?  No-one knows whether that 
capacity can be delivered because someone in Jerramungup might put in an extra switch and the power might go 
down, and there will be no capacity to deliver the 125 kilovolts of power to that business.  I hope the minister 
will take note of the meeting that has been convened tonight by the community and the shire to try to address 
some of the issues with the headworks costs, the reliability of the power and the capacity to deliver it.  That is a 
significant obstruction to the development of services.  I mention that one issue of a pharmacy trying to get up in 
an area that desperately needs these services.  Are these headworks costs real costs, are they cost recoveries, or 
are they ambits, as the Leader of the Opposition suggested?  I support the motion of the member for Stirling. 

Amendment (deletion of words) put and a division taken with the following result -  
Ayes (26) 

Mr P.W. Andrews Mr R.C. Kucera Mr A.P. O’Gorman Mr T.G. Stephens 
Mr A.J. Carpenter Mr F.M. Logan Mr P. Papalia Mr D.A. Templeman 
Mr J.B. D’Orazio Ms A.J.G. MacTiernan Mr J.R. Quigley Mr P.B. Watson 
Dr J.M. Edwards Ms S.M. McHale Ms M.M. Quirk Mr M.P. Whitely 
Mrs D.J. Guise Mr A.D. McRae Ms J.A. Radisich Mr S.R. Hill (Teller) 
Mr J.N. Hyde Mrs C.A. Martin Mr E.S. Ripper  
Mr J.C. Kobelke Mr M.P. Murray Mrs M.H. Roberts  

 

Noes (22) 

Mr D.F. Barron-Sullivan Mr J.H.D. Day Mr P.D. Omodei Ms S.E. Walker 
Mr M.J. Birney Mr B.J. Grylls Mr D.T. Redman Mr G.A. Woodhams 
Mr T.R. Buswell Dr K.D. Hames Mr A.J. Simpson Dr J.M. Woollard 
Mr G.M. Castrilli Ms K. Hodson-Thomas Mr G. Snook Mr T.R. Sprigg (Teller) 
Dr E. Constable Dr G.G. Jacobs Dr S.C. Thomas  
Mr M.J. Cowper Mr R.F. Johnson Mr M.W. Trenorden  

 

            

Pairs 

 Mr J.A. McGinty Mr C.J. Barnett 
 Mr M. McGowan Mr J.E. McGrath 
 Mr B.S. Wyatt Mr T.K. Waldron 

Amendment thus passed.   

Amendment (insertion of words) put and passed.   

Motion, as Amended 
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Question put and a division taken with the following result -  
Ayes (26) 

Mr P.W. Andrews Mr R.C. Kucera Mr A.P. O’Gorman Mr T.G. Stephens 
Mr A.J. Carpenter Mr F.M. Logan Mr P. Papalia Mr D.A. Templeman 
Mr J.B. D’Orazio Ms A.J.G. MacTiernan Mr J.R. Quigley Mr P.B. Watson 
Dr J.M. Edwards Ms S.M. McHale Ms M.M. Quirk Mr M.P. Whitely 
Mrs D.J. Guise Mr A.D. McRae Ms J.A. Radisich Mr S.R. Hill (Teller) 
Mr J.N. Hyde Mrs C.A. Martin Mr E.S. Ripper  
Mr J.C. Kobelke Mr M.P. Murray Mrs M.H. Roberts  

 

Noes (22) 

Mr D.F. Barron-Sullivan Mr J.H.D. Day Mr P.D. Omodei Ms S.E. Walker 
Mr M.J. Birney Mr B.J. Grylls Mr D.T. Redman Mr G.A. Woodhams 
Mr T.R. Buswell Dr K.D. Hames Mr A.J. Simpson Dr J.M. Woollard 
Mr G.M. Castrilli Ms K. Hodson-Thomas Mr G. Snook Mr T.R. Sprigg (Teller) 
Dr E. Constable Dr G.G. Jacobs Dr S.C. Thomas  
Mr M.J. Cowper Mr R.F. Johnson Mr M.W. Trenorden  

 

            

Pairs 

 Mr J.A. McGinty Mr C.J. Barnett 
 Mr M. McGowan Mr J.E. McGrath 
 Mr B.S. Wyatt Mr T.K. Waldron 

Question thus passed.   
 


