Appendix B. Lake Mokoan: chronology of key events and facts

Date Event

March 2007 G-MW invited the Broken system water users to express interest in
selling their water entitlements. Expected volume 1 150 to 4 640 ML.
The process was suspended due to ongoing assessment of
alternative options. There was a delay due to VFF negotiation with
the department over the price and volume package for a water
entitiement buy-back.

November 2007 The department advised the Minister to reject the alternatives to full
decommissioning and affirm full decommissioning. (Three years
after decision had been announced.)

December 2007 After consultation with irrigators’ group, Minister for Water
announced that full decommissioning was to progress.
The department had commissioned an independent consultant to
review the Modified Lake Mokoan proposal and G-MW had
commissioned a review of the Mini Lake Mokoan proposal with the
department’s endorsement. These reviews found the alternative
proposals were not sustainable, particularly in construction and
operating costs, water loss, system reliability and overall water
savings.

May 2008 Valuer-General engaged to ascertain value of water in the Broken
system. Consultation with irrigators regarding methodology. Report
offered two values.

1 September 2008 The Valuer-General presented report.

June 2008 Minister endorsed the Lake Mokoan Future Land Use Strategy
proposed by the Land Use Committee, and provided funding of
$20 million.

December 2008 Consultant engaged by Benalla Rural City Council and the
department to conduct a flood study addressing the community
concerns.

The flood awareness group was consulted in preparation of the
study’s terms of reference, it provided a list of questions, its own
data and attended the Steering Committee meetings.

Results received in December 2008. Flood awareness group
remained dissatisfied and members wrote to council with more
questions.

Ongoing throughout  VFF offered to sell 10 GL at $5 000 per ML through targeted water
2008 entitlement purchase. Suggested this would improve reliability in the
Broken system above 91 per cent.

January 2009 The department presented four offset packages to VFF detailing
water entitlement buy back packages. The department did not apply
the $5 000 offered by the irrigators, rather it used Valuer-General’'s
value of $2 000 per ML. The parties could not agree.

9 April 2009 Both parties’ positions were put in advice from the department to the
Minister for Water regarding the appointment of Water for Rivers to
undertake the procurement of water entitlements.

In this brief, the department adopted the Valuer-General’s second
option when briefing the Minister on 9 April 2009.

The second option was: the tradeable value of water at $2 000 per
ML for high reliability water share and $100 per ML for low reliability
water share. The second option was generally more valuable to the
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landowners.

May 2009 Following the Minister’s endorsement, the department engaged
Water for Rivers as a broker to undertake the water entitlement
purchase component of the Lake Mokoan Decommissioning Project.

May 2009 Minister advised the Benalla Rural City Council that he supported
the December 2008 flood study conclusions, recognising that Lake
Nillahcootie could not be run as an effective irrigation storage and
flood mitigation facility.

Lake Nillahcootie’s operating rules to stay the same and there were
to be no further studies.

June 2009 VFF met Water for Rivers to discuss its previous offer, but Water for
Rivers rejected it. G-MW'’s Fact sheet 20A explains the reason
VFEF’s offer was rejected.

June 2009 Water for Rivers invited irrigators from Broken Creek and Broken
River downstream from Casey’s Weir to express interest in selling
their water entitlements. Offer was to buy all or part of an irrigator’s
entitlement for $3 500 per ML.

June 2009 The irrigators offered to sell 12 000 ML, surpassing the water
entitlement buy-back target.

Water for Rivers sought Project Control Board’s approval to buy
8 300 ML in targeted areas to meet 91 per cent reliability

commitment.

July 2009 Project Control Board supported purchase of 6 139 ML. The
department sought and obtained Ministerial endorsement for
8 300 ML.

July 2009 Media reports VFF and some irrigators supported this offer.

July 2009 Water for Rivers made the offer to 54 Broken System entitlement
holders. Those outside the targeted areas missed out.

November 2009 Water entitlement buy-back completed.

November 2009 Response to sell water entitlements was greater than expected and

the additional volume allowed G-MW to revisit the need for offset
components. Decision made not to proceed with some components
as no longer required or their extent and location needed to be
reviewed.
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Appendix C.
Auvait Act 71994 section 16—

sUbmissions and comments

Introduction

In accordance with section 16(3) of the Audit Act 1994 a copy of this report, or relevant
extracts from the report, was provided to the Department of Sustainability and
Environment, Goulburn-Murray Water, Goulburn Broken Catchment Management
Authority and Melbourne Water with a request for comments or submissions.

The comments and submissions provided are not subject to audit nor the evidentiary
standards required to reach an audit conclusion. Responsibility for the accuracy,
fairness and balance of those comments rests solely with the agency head.
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Submissions and comments received

RESPONSE provided by the Secretary, Department of Sustainability and
Environment

Department of
Sustainability and Environment

Irrigation Water Stores: Lake Mokoan and Tarago Reservoir

PO Box 500
Ref:  SEC006491 East Melbourne Victoria 8002
File:  CS821/3021 Telephone: (03) 9637 8000

acsimile: (03
|0 0 I VAR Facsimile:  (03) 9637 8100

www.dse.vic.gov.au
DX 210098

Mr D D R Pearson
Auditor-General 25 FEB 1010

Victorian Auditor-General’s Office
Level 24, 35 Collins Street
MELBOURNE VIC 3000

Dear Mr Pearson

AUDIT ACT 1994, 816(3) - PROPOSED AUDIT REPORT LAKE MOKOAN AND
TARAGO RESERVOIR

Thank you for your letter dated 12 February 2010 giving me the opportunity to comment
on the Proposed Audit Report Lake Mokoan and Tarago Reservoir.

1 welcome the conclusions that the reconnection of Tarago Reservoir and the
decommissioning of Lake Mokoan were the most suitable options to pursue on
environmental and cost grounds and that these decisions were supported by comprehensive
and robust advice to the Victorian Government.

The Department of Sustainability and Environment (DSE) is broadly satisfied with the
proposed audit report in regard to the Lake Mokoan project. However, DSE believes the
comments made in regard to the governance framework, as detailed in my letter of
3 February 2010, are still valid.

The proposed audit report fairly represents the Tarago Reservoir project.

The department notes and accepts the Proposed Audit Report Lake Mokoan and Tarago
Reservoir.

Thank you once again for the opportunity to comment.

Yours sincerely

Greg Wilson

Secretary

Privacy Statement

. Any peesonal information aboul you or a third party in your correspondence will be protected wnder the provisions

af the Information Privacy Aet 2000 1t will anly be used or divelosed to appropriate Minisierial, Stalutory The Place To Be
Authority, or departmental stafl in regard to the purpose for which it was provided, unless required or authorised by

lerw. Enguiries aboul access o information about you held by the Department should be directed to the Manager

Privacy, Dep af. ity & Ei PO Box 500, Baxt Melbowme, 3002.
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RESPONSE provided by the Managing Director, Goulburn-Murray Water

GOULBURNAURRAY

=S s

Our Ref: #2808956,2010/2431
Your Ref. 25935/01

DDR Pearson 23 February 2010
Victorian Auditor-General's Office

Level 24, 35 Collins Street

MELBOURNE Vic 3000

Dear Mr Pearson

Audit Act 1994, s16(3) — Proposed Audit Report Lake Mokoan and Tarago Reservoir
Thank you for providing Goulburn-Murray Water (G-MW) with the above report.

G-MW welcomes the findings of the audit and the positive manner in which the findings have
been researched and presented.

Yours sincerely

-—‘%ﬁk

David Stewart
MANAGING DIRECTOR

Q oo
Victori, }EE&E&E@IHEHHIS
ABN: 46 761 336 846 N

40 Casey Street, PO Box 165, DX 32951, Tatura Victoria 3616 Australia
Telephone (03) 5833 5500 - Facsimile {(03) 5833 5501 - reception@g-mwater.com.au - www.g-mwater.com.au
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RESPONSE provided by the Chief Executive Officer, Goulburn Broken
Catchment Management Authority
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RESPONSE provided by the Chief Executive Officer, Goulburn Broken
Catchment Management Authority — continued

GOULBURN
BROKEN
CATCHMENT
MANAGEMENT
AUTHORITY
www.gbcma.vic.gov.au

evidence in the report to support the assumption that specific concerns over

decommissioning could have been better addressed by targeted communications.

The comments with regard to Volume 5 are not consistent with records provided to

your office, but the issue is not of major importance.

4.0 Flooding Risk to Benalla

The GB CMA is satisfied that 2.5.3 is an accurate representation on how the flooding

issue was addressed.

5.0 Recommendations

It is noted that there are no direct recommendations for the GB CMA to address.

The recommendations provided in the Audit Report are supported.

Once again, thank you for the opportunity to comment on the proposed Audit

Report.

Yours sincerely
Head Office:
Shepparton
168 Welsford Street,
PO Box 1752,

e Shepparton Vic 3630

Telephone: (03) 5820 1100
Facsimile: (03) 5831 6254
Tatura
Ferguson Road,

Private Bag 1 Tatura, Vic 3672
Telephone: (03) 5833 5222

. Facsimile: (03) 5833 5971
Chris Norman mie

CEO Benalla
i 35 Sydney Road,
Goulburn Broken Catchment Management Authority PO Box 124,
Benalla, Vic. 3672

Telephone: (03) 5761 1675
Facsimile: (03) 5761 1628

Yea

5/10 High Street, Yea,

Vic. 3717

Telephone: (03) 5797 2001
Facsimile; (03) 5797 3199

'-"'ﬂ.i ABN 89 184 039 725
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RESPONSE provided by the Managing Director, Melbourne Water

Melbourne

E Water

26 February 2010

Mr D D R Pearson
Auditor-General

Victorian Auditor-General's Office
Level 24, 35 Collins Street
MELBOURNE VIC 3000

ATT: PETER STOPPA

Dear Sir

Audit Act 1994 (Vic) s16(3) - Proposed Audit Report Lake Mokoan and Tarago
Reservoir

I refer to your letter dated 12 February 2010 which enclosed a copy of the proposed report on
the Performance Audit - Lake Mokoan and Tarago Reservoir. Thank you for the opportunity to
provide formal comments for inclusion into the report.

The Tarago Reservoir reconnection was delivered ahead of time and within budget, which could
not have been achieved without a sound governance framework and effective engagement of
stakeholders. This VAGO review confirms that both these elements were observed on this
project in the context of a challenging timeframe.

We note that there were no specific recommendations for Tarago; however the audit has
provided an opportunity to gain an independent perspective of the project and the exchanges
during the review were considered valuable as we seek to continually improve our
performance.

ROB SKINNER ~
MANAGING DIRECTOR

Melbourne Water Corporation
100 Wellington Parade
East Melbourne VIC 3002 Australia
PO Box 4342 Melbourne VIC 3001 Australia
Telephone 131 722
Facsimile 03 9235 7200
ABM 81945386 953
The Place To Ba Printed on Australian 1003 recycled paper
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Auditor-General’s reports

Reports tabled during 2009-10

Report title

Date tabled

Local Government: Results of the 2008—09 Audits (2009-10:1)
Public Hospitals: Results of the 2008—-09 Audits (2009-10:2)

Towards a ‘smart grid'—the roll-out of Advanced Metering Infrastructure
(2009-10:3)

Responding to Mental Health Crises in the Community (2009-10:4)
Management of the Community Support Fund (2009-10:5)

Auditor-General’'s Report on the Annual Financial Report of the State of Victoria,
2008-2009 (2009-10:6)

Water Entities: Results of the 2008—09 Audits (2009-10:7)

Maintaining the Integrity and Confidentiality of Personal Information (2009-10:8)
Vehicle Fleet Management (2009-10:9)

Managing Offenders on Community Corrections Orders (2009-10:10)

Portfolio Departments and Associated Entities: Results of the 2008-09 Audits
(2009-10:11)

Making Public Transport More Accessible for People Who Face Mobility
Challenges (2009-10:12)

Use of Development Contributions by Local Government (2009-10:13)
The Effectiveness of Student Wellbeing Programs and Services (2009-10:14)

Tendering and Contracting in Local Government (2009-10:15)

Management of Concessions by the Department of Human Services (2009-10:16)
. _________________________________________________________________________________________________________________________________________

November 2009
November 2009

November 2009

November 2009
November 2009

November 2009

November 2009
November 2009
November 2009
November 2009

December 2009

December 2009

December 2009
February 2010
February 2010

February 2010

VAGO'’s website at <www.audit.vic.gov.au> contains a comprehensive list of all reports issued by the

Office. The full text of the reports issued is available at the website.




VAGO

Victorian Auditor-General’s Office
Auditing in the Public Interest

Availability of reports

Copies of all reports issued by the Victorian Auditor-General's Office are available
from:

e Information Victoria Bookshop
505 Little Collins Street
Melbourne Vic. 3000

AUSTRALIA

Phone: 1300 366 356 (local call cost)
Fax: +61 3 9603 9920

Email: <bookshop@diird.vic.gov.au>

® Victorian Auditor-General's website: <www.audit.vic.gov.au>





