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WESTERN POWER NETWORK - PROBLEMS FACED BY SMALL BUSINESS OPERATORS 
Grievance 

MR T. BUSWELL (Vasse - Deputy Leader of the Opposition) [9.43 am]:  I thank the Minister for Energy for 
returning to the house a little earlier than he anticipated.  I appreciate it very much.  The grievance I present 
today is on behalf of some small business operators in and around my electorate, which is based around the 
lovely southern town of Busselton.  It relates to their capacity to gain access to Western Power�s network.  
Having checked the Hansard of the past couple of years, I see that this issue has been brought to the attention of 
the house a number of times.  I want to highlight the problems faced by businesses in my electorate by 
discussing two examples.  It is an unfortunate fact that the cost of accessing the network is impacting on the 
capacity of some small businesses to grow and develop in my area and, I can only assume, in a large number of 
regional areas around Western Australia.  The cost component - it is the cost aspects that I want to talk about this 
morning - has an impact on individual businesses.  Businesses must meet the additional cost to access the 
network by either drawing from their working capital or making additional capital investments, both of which 
impact on the long-term profitability of businesses.  The issue I wish to highlight is not one of people not 
wanting to pay but one of the dramatic escalation of costs.   
The first case I wish to highlight is the case of Mr Andrew Bishop.  It is interesting to follow the history of 
Mr Bishop�s case.  In May 2002, Mr Bishop applied to Western Power to have three-phase power supplied to his 
property, where he was hoping to relocate his small business.  The quote he received was $6 309.  Unfortunately, 
he was unable to proceed at that time, so in September 2005 he went back to Western Power and found the quote 
had jumped from $6 309 to $13 650, a huge increase.  He obtained a quote of $6 600 from a private contractor.  
He went back to Western Power in February 2006 and the price had gone up to $14 272.  That is completely 
unjustifiable.  Mr Bishop visited my office and the office of Hon Adele Farina.  Between the two of us - I 
suspect she has more influence than I do - Western Power was able to reassess Mr Bishop�s bill.  His bill was 
reduced to $7 902, which he ultimately paid.  There are three issues.  Firstly, how can the cost double in three 
years?  Secondly, why can a private contractor ostensibly do the same job for half the price and not be given the 
capacity to do so?  I understand that the contractor simply refused to do that sort of work.  Thirdly, how can 
Western Power justify a bill of $14 200 when, after a bit of political pressure, the quote was dropped back to 
$7 900?  It seems odd that it is prepared to effectively halve the price of the job because of an application of 
political pressure.  It makes me wonder what cost structure sat under the original invoice.   

I raise one other issue in relation to Mr Bishop.  Subsequent to this happening, he has been sent an account, a 
non-energy invoice, from Western Power.  Does the minister know how much it is for?  It is for 1c.  The invoice 
said - this says a lot about the approach that this organisation has to its customers - that if he does not pay within 
14 days, it would pass the information on to a company called Baycorp Advantage, the credit bureau used by all 
banks, building societies, etc.  If a small business gets put on a credit watch list, it basically has to shut shop 
because it is very difficult to get access to credit.  If businesses can get access to credit, they have to pay an 
enormous premium.  I suspect that the 1c invoice was a mistake.  What does it say about the way Western Power 
views its customers when it is prepared to threaten them with such draconian action over one cent?  My advice 
would have been to take the quarterly payment option and see what it did when a cheque was sent in for 0.25 of 
a cent.  That is a story for another day. 

The second issue relates to another organisation in my area, a horticultural group named Primary Growth Pty 
Ltd.  This is very interesting.  In 2002 it applied to Western Power to have some power put on to run two bores 
on its avocado farm.  A total of 910 metres of cable was laid and a 630 kilovolt-ampere transformer installed.  
The total cost was $22 000.  That was in 2002.  Primary Growth went back this year, four years later, to get 
380 metres of cable laid and a 350 kVA transformer installed, and found that the total cost jumped to $45 000.  
In four years, the cost of connecting had doubled.  Members should bear in mind that cable was laid over half the 
distance and the transformer had half the capacity.  It is very, very difficult to understand how businesses can be 
subject to this type of cost pressure.  Again, the issue affecting Primary Growth Pty Ltd is twofold.  Firstly, it is a 
relatively large electricity user.  Its bores are powered for a fair amount of time.  It falls outside the scope of the 
code of conduct for the supply of electricity to small-use customers, which has an impact.  Secondly, and quite 
interestingly, is the justification that Western Power provided to this business to substantiate this huge increase 
in the cost of connecting to the grid, which represented a doubling of the cost for half the length of cable and half 
the capacity kVA.  It talks about things such as needing to upgrade the network to increase the capacity for the 
second connection.  It had to upgrade the whole network, which was not necessary for the first connection.  I 
have seen that area in question.  I cannot understand how the first connection would not have justified the same 
analysis.  The property is in the middle of the bush.  Western Power, in a letter to Primary Growth, stated - 

Where additional capacity is needed to accommodate normal load growth, Western Power covers the 
cost.   
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This is not normal.  Yet four years ago when twice the capacity was put on, it was normal.  I cannot understand 
the justification.  Furthermore, Western Power talks about the impact of the breakdown or the division between 
the retail and distribution arms, basically saying that retail can non longer cross-subsidise through distribution 
and that the capital cost of disaggregation is borne by businesses such as these.  I do not think it is acceptable.   

MR F.M. LOGAN (Cockburn - Minister for Energy) [9.50 am]:  I thank the member for his grievance.  As he 
pointed out, a significant number of complaints have been made about Western Power in recent years regarding 
the cost of connecting power, particularly to rural and remote residences as well as businesses.  We must look at 
how - 
Mr T. Buswell:  One is in the middle of Busselton. 
Mr F.M. LOGAN:  Let me go through this.  We must look at how Western Power charges for the cost of 
connection.  Effectively, it applies a formula that is the same for businesses as it is for residences and 
organisations like Boddington Gold Mine.  The formula takes into account the cost of capital, the cost of labour 
to install the infrastructure, and the cost of the infrastructure itself, which includes all the transformers and 
cabling.  Western Power deducts from that cost the revenue that would be gained from the new connection from 
a user charge over a 15-year period.  That is the formula used to decide the amount the customer must pay.  I 
make it very clear that it is a government trading enterprise.  It is not in the business of subsidising small 
businesses or providing free connections.  Western Power has a requirement under the Electricity Corporation 
Act to operate in a commercial manner.  It is not in business to give things away. 
Mr T. Buswell:  What about the competitive aspect?  I accept all that. 
Mr F.M. LOGAN:  Let us work out how disaggregation occurred and why Western Power is in a monopoly 
position.  Disaggregation occurred to ensure competition in power generation.  Ultimately, competition will enter 
the retail market.  Obviously, competition already exists in the rural areas that are not connected to the south 
west interconnected system.  The whole network is controlled partially by private operators and partially by the 
government through Horizon Power.  However, to encourage people to use a common-user facility at a standard 
cost, the common-user facility - that is, the networks - must be controlled by the government as a stand-alone 
monopoly.  That is why there is a monopoly and no competition.  We will not go down that path because it does 
not make sense to generators and it does not encourage competition.  I know what the member will say about 
competition and the connection itself; I understand his views, but that is where we must start from.  That is the 
reason for disaggregation and the monopoly control of Western Power, which is why Western Power acts 
commercially.  That is why it does not cross-subsidise between any of the three entities on the SWIS. 
I am advised that Mr Bishop received several quotes to upgrade the power supply to his Busselton property.  As 
the member pointed out, prices have increased over time, as the cost of labour and materials have increased 
worldwide.  There has been a significant increase in the cost of labour, and the member should note the increase 
in the copper prices over the past three or four years; they have sky rocketed.  If the member were in business 
and wanted a transformer, he would have to wait for two or three years.  It is not possible to get transformers 
worldwide because the demand is so great.  They are being sucked in by India, China and other countries that are 
expanding, such as Australia, to such an extent that it is difficult to get transformers.  The prices that must be 
paid for them are astronomical. 

Mr T. Buswell:  Why was Western Power therefore able to halve Mr Bishop�s account after questions were 
asked? 

Mr F.M. LOGAN:  I have no idea.  However, I am advised that after the split, Western Power looked at the 
reasons for the cost of quotes based on the network revenue.  Under the new process of working out exactly how 
much small businesses and residential customers who are going onto new networks should pay, Mr Bishop�s bill 
was reduced from the previous quote, which the member said was $14 272, to $8 000.  That is closer to the 
original quote Mr Bishop received in 2003.  I am more than happy to find out further details about how Western 
Power arrived at that figure. 
Two things must be explained.  The first is the cost of labour, and particularly the cost of materials.  There have 
been significant increases in costs, which has ramped up all the quotes Western Power is giving across Western 
Australia.  The second point is the way in which the quotes are now formulated because of advice given to 
Western Power by the Economic Regulation Authority, and the way in which businesses and residential 
customers must be dealt with on a fair and equitable basis.  That has changed the formula used to provide quotes, 
which has reduced slightly the cost of the quotes provided previously by Western Power. 

The member was right in his assessment of the avocado producer, Primary Growth Pty Ltd.  The cost has jumped 
from $22 000 to $45 000.  I understand that Western Power is working with Primary Growth.  That increase can 
easily be explained by the increase in the cost of copper and transformers. 

Mr T. Buswell:  It is half the transformer and half the distance, but double the cost. 
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Mr F.M. LOGAN:  The company is sucking in more than double the amount of power it used previously.  A 
three-phase connection can be used on a single line going out to the avocado farm.  However, it is not a true 
three-phased connection because a single line can be split into three phases at the avocado farm, but only to a 
certain point.  That explains why it could be done in 2002.  To ramp up that power again, more power must be 
brought down the line to the farm, and that would require the entire network to be backed up with even more 
power.  That is a direct cost to Western Power and it should not be borne by Western Power, because it does not 
subsidise small businesses.  Small businesses must contribute to that cost. 
Mr T. Buswell:  You should allow competition on that connection.  That is the issue. 
Mr F.M. LOGAN:  Primary Growth must contribute to the overall cost if the whole network must be backed up.  
It is no different from the way in which Western Power is dealing with Boddington Gold Mine. 
 


