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National Electricity (Victoria) Act 2005
ORDER SETTING REQUIREMENTS FOR MODIFICATIONS AND VARIATIONS TO 

INSTRUMENTS 
Order in Council 

The Governor in Council, under section 16VE of the National Electricity (Victoria) Act 2005 
makes the following Order: 
1.	 Purpose 

The purposes of this Order are to give effect to Subdivision 3 of Division 6A of Part 3 of the 
Act and to – 
(a)	 specify particular modifications that must be made to the 2018 rate of return 

instrument under section 16VJ of the Act; 
(b)	 set out the principles with which variations to an applicable 2016–2020 distribution 

determination under section 16VK of the Act, or an applicable 2021–2026 distribution 
determination, must conform; 

(c)	 set out objectives which must be met by variations to an applicable 2016–2020 
distribution determination under section 16VK of the Act, or an applicable 2021–2026 
distribution determination;

(d)	 specify matters as matters to which an applicable 2016–2020 distribution 
determination or an applicable 2021–2026 distribution determination, must, or must 
not, apply.

2.	 Authorising provision 
This Order is made under section 16VE of the National Electricity (Victoria) Act 2005. 

3.	 Commencement 
This Order takes effect on the day it is published in the Victoria Government Gazette.

4.	 Definitions
In this Order – 
2018 rate of return instrument has the same meaning as it has in section 16VA of the Act;
accepted averaging period in relation to the determination extension period, means a risk-
free rate averaging period or a return on debt averaging period that:
(a)	 is nominated by a distribution network service provider and satisfies the relevant 

conditions specified in the extension period rate of return instrument; or 
(b)	 applies in accordance with the extension period rate of return instrument as a default 

period in the event that the distribution network service provider does not nominate a 
period or its nominated period does not satisfy the relevant conditions specified in the 
instrument;

AER means the Australian Energy Regulator;
annual revenue requirement has the same meaning as it has in the National Electricity Rules;
applicable 2016–2020 distribution determination has the same meaning as it has in 
section 16VA of the Act;
applicable 2021–2026 distribution determination has the same meaning as it has in 
section 16VA of the Act;
capital expenditure criteria has the same meaning as it has in the National Electricity Rules;



2	 S 549	 27 October 2020	 Victoria Government Gazette

determination extension period has the same meaning as it has in section 16VA of the Act;
distribution network service provider has the same meaning as it has in the National 
Electricity Rules;
extension period rate of return instrument means the 2018 rate of return instrument as it 
applies to the making of an AER economic regulatory decision in relation to the determination 
extension period of an applicable 2016–2020 distribution determination under section 16VJ 
of the Act with any modifications made under that section;
framework and approach paper has the same meaning it has in the National Electricity 
Rules; 
modified 2021–2026 rate of return instrument means the instrument set out in Attachment A 
to this Order;

Note: The modified 2021–2026 rate of return instrument is based on the 2018 rate 
of return instrument, with modifications to the criteria for averaging periods and the 
formulae for calculating the return on debt to account for the determination extension 
period.

operating expenditure criteria has the same meaning as it has in the National Electricity 
Rules;
placeholder averaging period in relation to the determination extension period, means any 
risk-free rate averaging period or return on debt averaging period that is applied by the AER 
as an alternative averaging period in accordance with clause 5 of this Order;
post-tax revenue model has the same meaning it has in the National Electricity Rules; 
regulatory control period has the meaning it has in the National Electricity Rules, as modified 
by section 16VB and section 16VC of the Act; 
regulatory year has the meaning it has in the National Electricity Rules, as modified by 
section 16VB and section 16VC of the Act; 
roll forward model has the same meaning it has in the National Electricity Rules; 
Standard control services has the same meaning as it has in the National Electricity Rules;
the Act means the National Electricity (Victoria) Act 2005;
variation decision has the same meaning it has as in section 16VA of the Act;
Victorian DNSP has the same meaning it has as in section 16VA of the Act.

5.	 Rate of return instrument for the determination extension period
For a variation decision, despite anything to the contrary in the National Electricity (Victoria) 
Law or the National Electricity Rules:
(a)	 subject to paragraph (b), the rate of return on capital and the value of imputation 

credits for the determination extension period must be determined in accordance 
with the extension period rate of return instrument; 

(b)	 if the AER considers it necessary or expedient for making the variation decision, it 
may apply an alternative averaging period that it considers appropriate instead of an 
accepted averaging period in applying the extension period rate of return instrument 
for the purposes the variation decision.
Note: If the AER determines to use an alternative averaging period instead of an 
accepted averaging period in accordance with this clause 5, pursuant to clause  8 
appropriate adjustments may be made in an applicable 2021–2026 distribution 
determination.
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6.	 Rate of return instrument for an applicable 2021–2026 distribution determination
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, for an applicable 2021–2026 distribution determination, for the purposes 
of the definition of ‘applicable rate of return instrument’ in the National Electricity Rules, the 
modified 2021–2026 rate of return instrument applies as the rate of return instrument that is 
in force when the applicable 2021–2026 distribution determination is made.

7.	 Variations to an applicable 2016–2020 distribution determination 
Forecast Operating Expenditure
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, for a variation decision, the forecast operating expenditure for standard 
control services for the determination extension period must be forecast operating 
expenditure that: 
(a)	 the AER is satisfied reasonably reflect the operating expenditure criteria, having 

regard to the factors referred to in subparagraphs 6.5.6(e)(4) to (11) of the National 
Electricity Rules; or

(b)	 is forecast operating expenditure not exceeding half of the corresponding forecast 
operating expenditure as accepted or substituted by the AER for the regulatory year 
commencing on 1 January 2020, adjusted for inflation and any rate of change that the 
AER considers appropriate having regard to changes in output, prices, productivity 
and any other relevant factors that the AER may consider relevant.

Forecast Capital Expenditure
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, for a variation decision, the forecast capital expenditure for standard 
control services for the determination extension period must be forecast capital expenditure 
that:
(a)	 the AER is satisfied reasonably reflect the capital expenditure criteria, having regard 

to the factors referred to in subparagraphs 6.5.7(e)(4) to (11) of the National Electricity 
Rules; or

(b)	 is forecast capital expenditure not exceeding half of the corresponding forecast 
capital expenditure as accepted or substituted by the AER for the regulatory year 
commencing on 1 January 2020 adjusted for inflation.

Post-Tax Revenue Model
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, for a variation decision: 
(a)	 subject to paragraph (b), the version of the post-tax revenue model that applied when 

the applicable 2016–2020 distribution determination was initially made (initial 
model) applies to the determination extension period; and

(b)	 the AER may make any modifications to the application of the initial model to the 
determination extension period that the AER considers necessary to be made as a 
consequence of the enactment of Subdivision 3 of Division 6A of Part 3 of the Act.

Depreciation
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, for a variation decision, the AER may apply the depreciation schedules 
(including the economic life of the relevant assets and the depreciation methods and rates 
underpinning the calculation of depreciation) relating to standard control services included 
in the relevant applicable 2016–2020 distribution determination to the determination 
extension period, as may be modified by the AER to reflect the length of the determination 
extension period.
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Revenue adjustment as a result of any incentive scheme
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, for a variation decision: 
(a)	 revenue increments or decrements in respect of one or more of the schemes and 

mechanism referred to in sub-paragraphs 6.4.3(a)(5) and (b)(5) of the National 
Electricity Rules may be excluded by the AER from the annual revenue requirement 
for the determination extension period;

(b)	 where the AER decides that revenue increments or decrements in respect of a scheme 
or mechanism referred to in sub-paragraphs 6.4.3(a)(5) and (b)(5) of the National 
Electricity Rules are to be included in the annual revenue requirement for the 
determination extension period: 
(i)	 the AER may determine that either the latest version of the scheme or 

mechanism or the version of the scheme or mechanism that applied when the 
applicable 2016–2020 distribution determination was initially made applies; 
and

(ii)	 the AER may make any modifications to the application of the scheme or 
mechanism to the determination extension period that it considers necessary 
to be made as a consequence of the enactment of Subdivision 3 of Division 6A 
of Part 3 of the Act.

Submission of pricing proposals
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, the AER may specify in a variation decision the manner and form in 
which the distribution network service provider must submit its pricing proposal for the 
determination extension period.

8.	 Applicable 2021–2026 distribution determination
Incentive schemes
Despite anything to the contrary in the National Electricity (Victoria) Law, the National 
Electricity Rules or an applicable 2016–2020 distribution determination, for an applicable 
2021–2026 distribution determination, for the purposes of determining the amounts of 
revenue increments or decrements to be included in the annual revenue requirement for 
a regulatory year under sub-paragraphs 6.4.3(a)(5) and (b)(5) of the National Electricity 
Rules, the AER may make any modifications to the application of a scheme or mechanism 
referred to those sub-paragraphs that it considers necessary to be made as a consequence of 
the enactment of Subdivision 3 of Division 6A of Part 3 of the Act. 
Roll Forward Model
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, in making an applicable 2021–2026 distribution determination, the AER 
may make any modifications to the application of the roll forward model that it considers 
necessary to be made as a consequence of the enactment of Subdivision 3 of Division 6A of 
Part 3 of the Act. 
True up for WACC/Adjustments to the weighted average cost of capital for an applicable 
2021–2026 distribution determination
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, if, in applying the extension period rate of return instrument for the 
purposes of a variation decision, the AER applies a placeholder averaging period instead 
of an accepted averaging period in accordance with clause 5, the relevant applicable 
2021–2026 distribution determination may make provision for appropriate adjustments for 
the difference between applying the accepted averaging period and applying the placeholder 
averaging period.
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Framework and Approach
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, for an applicable 2021–2026 distribution determination, each of the 
framework and approach papers published by the AER on 31 January 2019 in relation to 
the Victorian DNSPs is taken to be relating to the regulatory control period commencing 
on 1 July 2021.
Draft distribution determinations
Despite anything to the contrary in the National Electricity (Victoria) Law or the National 
Electricity Rules, the documents described as ‘draft distribution determinations’ published 
by the AER on 30 September 2020 in respect of the Victorian DNSPs are taken to be draft 
distribution determinations for the regulatory control period commencing on 1 July 2021.

Dated 27 October 2020
Responsible Minister:
THE HON LILY D’AMBROSIO MP
Minister for Energy, Environment and Climate Change

CLAIRE CHISHOLM 
Clerk of the Executive Council



6	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 7



8	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 9



10	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 11



12	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 13



14	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 15



16	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 17



18	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 19



20	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 21



22	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 23



24	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 25



26	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 27



28	 S 549	 27 October 2020	 Victoria Government Gazette



Victoria Government Gazette	   S 549	 27 October 2020	 29

National Electricity (Victoria) Act 2005
ORDER MODIFYING THE NATIONAL ELECTRICITY LAW  

AND NATIONAL ELECTRICITY RULES 
Order in Council

The Governor in Council, under section 16VF(1)(b) of the National Electricity (Victoria) 
Act 2005 (the Act), makes the following Order:
1. 	 Purpose

For the purposes of giving effect to an Order under section 16VE of the Act made on the same 
day, this Order is to make necessary modifications to the operation of the National Electricity 
Rules as they have the force of law in Victoria.

2. 	 Authorising provision
This Order is made under sections 16VF(1)(b) of the Act.

3. 	 Commencement
This Order takes effect on the day it is published in the Victoria Government Gazette.

4. 	 Definitions
In this Order –
applicable 2021–2026 distribution determination has the same meaning as it has in 
section 16VA of the Act;
roll forward model has the same meaning as it has in the National Electricity Rules;
the Act means the National Electricity (Victoria) Act 2005.

5. 	 Modification of the Roll Forward Model
In giving effect to an Order under 16VE of the Act made on the same day to modify the 
application of the roll forward model for the purposes of making an applicable 2021–2026 
distribution determination and despite anything to the contrary in the National Electricity 
(Victoria) Law or the National Electricity Rules, in making the distribution determination that 
applies immediately after the applicable 2021–2026 distribution determination, the AER 
may make any modifications to the application of the roll forward model that it considers 
necessary to be made as a consequence of the enactment of Subdivision 3 of Division 6A of 
Part 3 of the Act.

Dated 27 October 2020
Responsible Minister:
THE HON LILY D’AMBROSIO MP
Minister for Energy, Environment and Climate Change

CLAIRE CHISHOLM 
Clerk of the Executive Council
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National Electricity (Victoria) Act 2005
F-FACTOR SCHEME AMENDMENT ORDER 2020

Order in Council
The Governor in Council, under section 16C(1) of the National Electricity (Victoria) Act 

2005, makes the following Order:
1. 	 Purpose

The purpose of this Order is to amend the f-factor scheme Order that commenced on 
22 December 2016.

2. 	 Definitions
f-factor scheme Order means the Order published in the Victoria Government Gazette  
No. G 51 on 22 December 2016, and dated 20 December 2016.

3. 	 Commencement
This Order comes into effect on the day it is published in the Victoria Government Gazette.

4. 	 Amendment of the f-factor Order
(1)	 In clause 4, after the definition of ‘Central Plan Office’ insert the following definition 

– ‘determination extension period’ has the same meaning it has as in section 16VA of 
the National Electricity (Victoria) Act 2005;

(2)	 In clause 4, after the definition of ‘previous f-factor scheme Order’ insert the following 
definition –
‘regulatory year’ has the meaning it has in the National Electricity Rules, as modified 
by section 16VB and section 16VC National Electricity (Victoria) Act 2005;

(3)	 In clause 4, for the definition of ‘relevant financial year’ substitute –
‘relevant financial year’, for the purpose of calculating a revenue adjustment under 
clause 9, an IRU target or an IRU amount, means 
(a)	 for regulatory years commencing on or prior to 1 January 2020, the financial 

year ending 18 months prior to the commencement of the regulatory year for 
which the revenue adjustment is being calculated;

(b)	 for regulatory years commencing on or after 1 July 2021, the financial year 
ending 24 months prior to the commencement of the regulatory year for which 
the revenue adjustment is being calculated;

Note: There is no f-factor revenue adjustment for the determination extension period.
Example: For the regulatory year commencing 1 July 2021, the relevant financial 
year is the 2018/19 financial year.

(4)	 In the Note to clause 4(2) of the f-factor Order 2016 omit ‘regulatory year’.
(5)	 In clause 9(4), after the words ‘for each subsequent regulatory year’, insert ‘(other 

than the determination extension period)’.
(6)	 For the Note at Clause 9(4)(iv) substitute – 

Note: See the definition of ‘relevant financial year’ in clause 4. Therefore, the IRU 
target for FY2017/18 is used to calculate the revenue adjustment for 2020. The IRU 
target for FY2018/19 is to be used to calculate the revenue adjustment for the 2021–22  
regulatory year and so on.
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(7)	 After clause 9(4), insert:
(4A)	 There is no revenue adjustment for the determination extension period.

(8)	 For the Note at Clause 10(1) substitute – 
Note: See the definition of ‘relevant financial year’ in clause 4. Therefore, the IRU 
target for FY2017/18 is used to calculate the revenue adjustment for 2020. The IRU 
target for FY2018/19 is to be used to calculate the revenue adjustment for the 2021–22 
regulatory year and so on.

(9)	 For Clause 10(3) substitute –
(3)	 If the Minister does not publish the IRU target for a relevant financial year 

under subclause (2), the IRU target for that financial year is the same as the 
IRU target most recently published under subclause (2).

5. 	 Continued effect of 2016 Order
The f-factor scheme Order, as amended by this Order, continues to have full effect.

Dated 27 October 2020
Responsible Minister:
THE HON LILY D’AMBROSIO MP
Minister for Energy, Environment and Climate Change

CLAIRE CHISHOLM 
Clerk of the Executive Council
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