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Dear Colleagues,

Agriculture in Vermont is seen asa significant contributor of phosphorus
pollution in the Lake Champlain and Lake Memphremagog basirihe Vermont
Agency of Agriculture, Food, and Markets (AAFM) is the lead agency for
addressing agricultural nonpoint source pollution of state waterways.

4 EA 1 AOCA Qfant prégraind réated 1O water quality is the Best

Management Practices (BMP) Program, which funds construction of farm

improvements, which aredesigned to abate nonpoint source agricultural waste

AEOAEAOCAO O 6A0OITTO xAOAOGwalydiodeh OEA DHOIT COAI 60
the State has appropriated over $22 million in capital funds for use within the

BMP program.

Our audit of the BMP programfound that AAFMissued most of its fiscal year (F)Y
2016 and 2017 BMP program grants to farms located in the Lakdén&nplain

Basin, which is the highest priority waterway.In June 2017, AAFM started using a
matrix to prioritize their grant applications to the BMP program.The Lake
ChamplainPhosphorusTMDL Phase 1 Implementation Plan gives priority to
three areas withinthe Lake Champlain basipand the State has identified smaller
areas within these where the greatest phosphorus reduction can be achieved.
However,the matrix does notaddress whether a proposed project isn one of
theseareas.

We also identified thatAAFM doesnoA EOAAOTI U 11T 1T EOQOT O A£AOI AOOGS 1 AET OAl
farm improvements, known as conservation practices, funded by the BMP
program, and AAFMhas weaknesses in howthey communicatethe obligation to
maintain the practicesto farmers.

The Department of Enironmental Conservation (DEC) is the lead agency for
calculating nutrient pollution reduction impacts resulting from state projects,
and AAFM is supposed to provide data to DEC to make phosphorus reduction
calculations for the BMP programln FY2016 and F2017, AAFMdid not provide
DEC with the data necessary to make those calculations

AAFM is in the process of building a database intended to be used by federal,
state, and local partners to collaboratively track financial and technical
assistance providedo farmers. AAFM intends to use this database to report
information about BMP program projects needed by DEC for estimating nutrient
pollution reduction impacts. AAFM expects the database to go live in 2018.

During the audit, we also noted that AAFM needs update the rules for the BMP

program as well as addressome grantcompliance issues. For example, AAFM

does not document in the grant file whether a farm is in good standing with

AAFM Also,! ! &- AT AO 110 OANOAOO POl T £/ d £ x1 OEAOOS Al I E
prior to issuing a grant to farms that perform some of the project work funded

under a BMP grant.
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We made a variety of recommendations to AAFM, such asvising the BMP

Applicant Prioritization Matrix to allow for additional weight be given to priority

aOAAO 1 001 ET AA ET OEA 30A0A80.xA0OAO NOAI EOU bl AT O
ThisreportisAOAET AAT A 11T OEA OOAOA AOAEOI 060 xAAOEOAN
http://auditor.vermont.gov/ .

I would like to thank the management and staff at the Asgcy of Agriculture,
Food, and Markets as well as staff at the Department of Environmental
Conservation,for their cooperation and professionalism throughout the course of
this audit.

Sincerely,

Nowc Herrez

DOUGLAR.HOFFER

State Auditor

ADDRESSEES

The Honorable Mitzi Johnson The HonorableTim Ashe

Speaker of the House of Representatives President Pro Tempore of the Senate
The HonorablePhil Scott Ms. Susanne Young

Governor Secretary, Agency of Administration
Adam Greshin Anson Tebbetts

Commissioner, Department of Finance and Managemer Secretary, Agency of Agriculture, Food, and Markets
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Introduction

Phosphorus stimulatethe growth of algae Excessivealgaeturn lake and pond
water green and males them unsuitable at times for recreational uses or
drinking. Lake Carmi was closedo swimming for months this past year because
of algae blooms from phosphorus pollutionand algae blooms haveccurred in
areas of Lake Champlain.

Agriculture in Vermont is believed to be a significant contributor of phosphorus
pollution in the Lake Champlain and Lake Memphremagdeasins. Models
estimate that 40 percent of the overall phosphorus loadin Lake Champlain
comes from agricultural nonpoint sources

The Vermont Agency of Agriculture, Food, and Markets (AAFM) is the lead
agency for addressing agricultural nonpoint source pollution of state waterways.
In addition to inspecting farms, AAFM ao provides technical and financial
assistance to farmerdor water quality conservation practice implementation

The largest oft | & -as{Stanceprograms related to water quality is the Best
Management Practices (BMP) Program, which funds constructiori farm
improvements designed to abate nonpoint source agricultural waste discharges
to Vermont waters.Farm improvements eligible for BMP program funding, such
as waste storage facilities, arelassified asconservation practices that have been
defined bythe federal Natural Resources Conservation Services (NRGSjnce
the programd iBception in fiscal year1996, the State has appropriated over $22
million in capital funds for use within the BMP progrant

" EOAT 11 & adiléssityladriéultuEaipollution to waterways and the

significancel £ OEA " -0 DOI COAIi O OEEO A£AI 00h
determined to assess whetheand how AAFM(1a) grantsBMPprogram funds to

farmers for projects intended to reduce agricultural waste dischargéo

waterways consistent with priorities outlined in statute, rules, and policy; (1b)

O
™.

1 For purposes of this report, load is the quantity of phosphorus entering a waterway in a given period of time.

20EI OPET OO0 11 AAEI ¢ O , AEA #EAI PI AET EO Aii ETI AOGAA AU OT1T1DPIETO
I AT AGAAPAR AO 1 PpbPi OAA Oi OPTET O O OOAAOG OOAE AO xAOOAh&®DAO AT A
discrete conveyance and are more closely monitored and regulated.

3 The NRCS is a component of the United States Department of Agriculture that provides farmers with federal technical and fiiashassistance.

4 Some capital appropriations authorizedAAFM to spend some of theapital funds on other assistance programs. In recent years, the
amount of capital funds that AAFM has spent on these other programs has been minimal.
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i TTEOI OO0 A£EAOI A0OOG | AEla@fjchlleckdataland OEAOA DHOI
measuresthe impact of BMP program projects omphosphorus pollution to
waterways. Our audit focused on fiscal year (FY) 2016 and 2017.

Appendix | contains detail on our scope and methodology. Appendix Il contains a
list of abbreviations used in this report.
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Highlights

The largestwater quality assistance programat the Agency of Agrialture,

Food, and Markets (AAFMis the Best Management Practices (BMP) Program
for the construction of farm improvements (ften referred to asconservation
practices) designed to abate nonpoint source agricultural waste discharges to

6 A0ITTO xAOAOO8 ' E OATlagricultugtat gollutiodtol A EIT
waterways and thesignificanceof the BMP program to this effort, the SAO
determined to asses whetherand how AAFM(1a) grantsBMP programfunds

to farmers for projects intended to reduce agricultural waste discharge to
waterways consistent with priorities outlined in statute, rules, and policy, (1b)

OA

i TTEOT OO A£AOI AOOS | AGlard&]cAleds datalan®E OE A OA

measuresthe impact of BMP program projects oiphosphorus pollution to
waterways. Our audit focused on fiscal yeafFY) 2016 and2017.

Objective 1a Finding

AAFM issued most of its fiscal year (FY) 2016 arRD17 BMP program grants to
farms located in the Lake Champlain Basjmhich is the highest priority
waterway in statute. In June 2017, AAFMgricultural engineers started using a
matrix to weight the priorities outlined in statute, such as basin location, when
reviewing a proposed BMP projectHowever, the matrix does not include
important factors in assessing priority.The State has identified threepriori ty
areas within the Lake Champlain Basithat require additional measures in order
to achievephosphorus reductionrequirements andhas further identified areas
within these priority areas where the greatest phosphorus reductions can be
achieved. Without including priority areasandthose areas within those priority
areas where the greatest phosphorus reductions can be achievedassessing
priority for BMP projects the State lacks assurance thagrants are being
directed to projects providing the greateg nutrient pollution reduction potential.

May 21, 2018 Rpt. N0.18-03
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Objective 1b Finding

1 &- ATAO 110 AEOAAOQI U I TfarkidpravemEROHNAvOBE | AE
conservation practicesfunded by the BMP program. Grant agreements signed by farmers
require that the grantee maintain theimprovements that make upthe project for their
designed lifespan. However, AAFM does not communicate the estimated usefuldgar? of a
conservation pradice in the grant agreementand the grant agreements do not always
contain the correct title of a conservation practice or a complete list dhe improvements.
Lastly, AAFM does not provide the farmers with an operation and maintenance plan to
inform farmers of the activities necessary to keep a conservation practice functioning as
intended. Therefore, it is unclear how farmershave the information they need to comply
with the grant requirements. If the conservation practicesdo notachievetheir useful life,
nutrient pollution reductions will not be as expected

Objective 2 Finding

The Department of Environmental ConservationDEC)is the lead agency for
calculating nutrient pollution reduction impacts resulting from state projects
and AAFM is supposed tprovide data to DEC to make phosphorus reduction
calculations for the BMP programHowever, AAFM did not provide DEC with the
data necessary to make those calculations in FY2016 and FY2017.

Secifically, AAFM did not provideacreage data for BMP program projects that
exclude livestock from waterways in the pastureFurther, while the State plans
to calculatephosphorus reductions in production areador those farms that have
been inspected by AAFM and found tbe compliant with the Required
Agricultural Practices (RAPSJAT A 11 &- 8 O , AN has Bofledloged
a methodology to make and record theseompliancedeterminations. Without
this information, DEC cannot calculate pollution reduction impact for livestock
exclusion projects constructed in pastureland ocompliant production areas.

AAFM is in the process of building a databasetended to be used by federal,
state, and local partners to collaboratively track financial and technical
assistance provided to farmers. AAFM intends to use this database to report
information about BMP program projects needed by DEfor estimating nutrient
pollution reduction impacts. AAFM expcts thedatabaseto go live in 2018

Other Matters

The BMPrules need updating as therehave been statutory amendments and
there are someprovisions in the rules that are contrary to current practice.For
example,statute states that applicants must pay at least ten percent of the total
project cost, butthe BMPrules state that theapplicants must payat least 15
percent8 ! ! &- & Qundin@ Eolixirefiécts the limit in statute and not the

5 This is the intended period of time that the conservation practice will fuation successfully with only routine maintenance.

6 RAPs are required by statute and are practices and management strategies to which all types of farms must be managed toedhedmpact of
agricultural activities on water quality.

8 May 21, 2018 Rpt. N0.18-03
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limits set forth in the BMPrules. Another example is that the BMPRuleslimit the

AAOI AOBO 1T A1l ECAOET T  préctick tA ®lyeard. However, AT T OAOOAO
according tothe Natural Resources Conservation ServicddlRC$ many

conservation practices have estimated useful lives that exceed 10 yeggeme

twice as long

Statute requires a farm to be in good standingwith the Secretary of AAFM.
However, AAFMdid not documentwhether farms are in good standingwith the
agency priorto issuing a grantin the files we reviewed and AAFM dd not have it
written in any of their procedures we reviewed to check for this requirement
prior to issuance

In addition, the BMP Program grants contain clauses that the grantee is signing
under the pains and penalties operjury that they are in good standing with the
Commissioner of Taxes. The grants also state that final payment may be withheld
if the Commissimer of Taxes determines that the grantee is not in good

standing & However, the SAO identified an instance where a grantee was not in
good standing, received a grant, and received full paymerithe Department of
Finance and Managemenragreed thatgrant payments may not be divertedfor
purposes of paying tax debtswhich explains why the final grant payment was
made to the grantee. It is not clear why this provision is in the grant agreement
when it is not allowed per statute.

AAFMalsodoes notrequestb OT T £ T £ x1 OEA008 Al I DAT OAQEIT 1
issuing a grant to farns that perform some of theproject work funded under a

BMPgrant! ! &- GCOAT O OAAEDEAT 0O AOA OARNOGEOAA OIi
insurance in accordance with Vermont laws$,with re spect to all work performed

under the grant, and to provide certificates of insurance to the agendyarms

that perform some of the project work funded by the BMP prograrmay be

OOAEAAO Oi OEA x1 OEAOOS Aii AT OAOET1T DHOI OEO

Recommaendations

We made a variety of recommendatiosto the Secretary of the Agency of
Agriculture, Food and MarketsThe following are examples of those
recommendations:

1 Revisethe BMP Applicant Prioritization Matrix to allow for additional
weight be given to piiority areas within a basin and toareas within
those priority areas that have the greatest potential for phosphorus

reduction.
70" TTA OOAT AET C6 1 AAT O OEA APPI EAAT O AT AO 110 EAOA Al relap®@EIOA AT Al C
compliance with all terms of a current grant agreement or contract with the AAFM.
8l PAOOIT EO i x000H ACAGPMIAMETOI AT U AT A All OAgAO DPAUAAT A EAE4 jpQ

liability for any taxes due and payable is on appeal; (3) the person is in compliance with a payment plan approved by the @@sioner of Taxes.

9¢cp 6838!8 #EAPOAO w Ai 1 OAETI O OEA OOAOGOOAO A O AiPiTUAOBO 1 EAAET EC
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9 List every conservation practice to be reimbursed in the BMP grant
documentsand the estimated useful lives of those projectsf known.

-
-~

T -TAEZEU OEA ACAT AUudsO COAT OGEiI ¢ PI AT O E
program grant applicant is in good standing with AAFM and develop a
method to document the verification in the grant file.

1 Seek advice of the Department of Finance and Managemanid the
I 001 OT AU ' AT AOA1 80 |/ EEEAA OACAOAET ¢ xEA(
allows the Vermont Department of Taxes to withhold the final grant
payments to pay taxes owed should be removed from BMP program
grant agreements.
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Background

Vermont statute0 explicitly lists asstate policyOEAOh OAlI 1 AAOI O
standards in the handling and disposal of animal wastésnd that regardless

of farm size Ghe cost of meeting these standards shall not be borne by

farmers only, but rather byall members of society, who are in fact the

(RAPs}! that all farmers must adhere to for preventing agricultural

pollutants from entering groundwater and waterways.

According toVermont statute, best management practice$BMPs)are site-
specific, on-farm conservation practices implemented to address the
potential for agricultural pollutants to enter the waters of the StateAAFM
established regulations effective January 1996known as the Best
Management PracticefRules Theserules define BMPs as sitespecific, on-
farm remedies implemented either voluntarily or as required to achieve
compliance with state water quality standardg(i.e., RAPS) Thesepractices
are implemented in three areas of a farm: production, pastureland, and
cropland.

1. Production area (a.k.g.barnyard or farmstead)-- the area of a
farm that typically includes the farm houses, barns and
milking parlors, barnyards, feed bunks, manure pits,rad
driveways.

2. Pastureland- the area of a farm where animals graze.

3. Cropland-the area of a farm where crops are planted and
harvested.

Best Management Practices (BMP) Program

4EA "-0 DOI GCOAIi EO '!1&-80 1 AOGCAOO Al AAi

for farms, whichuses capital fund$? as thefunding source for the grants
AAFM reported that the BMP program accounted for 58 percent of all their
clean water investmentsin FY2016 Established byAct 62 (1995), this
program provides technical assistance angrants to farmers for the

10 6 V.S.A. §4801

11 RAPs are required by statute and are practices and management strategies to which all types of farms must be managed tog¢bdeémpact of
agricultural activities on water quality.

12 Capital funds are used for tangible capital investments but may incledhe planning and design directly associated with those tangible capital

investments per 32 V.S.A. § 309.

May 21, 2018
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construction of farm improvements designed to abatagricultural nonpoint
source waste discharges to Vermont waters.

The BMP program funds improvements constructed in the production area or
the pastureland of a farm operation The BMPprogram does not fund

practices such astrip cropping that may be implementedin the cropland.
Practices implemented in cropland are funded by other AAFM programs.

Farm improvements are comprised ofvarious conservationpractices. The
NRCS maintais a list of conservation practicesand AAFM has adopted some
of these practices as eligible for BMP program funds.

The BMPprogram primarily funds construction projects in the production
area of a farm to mitigate water quality issues. These practices generally
serve one of two purposesn the production area They either:

1. divert clean water from mixing with manure or other wasteto
prevent it from carrying that waste toa waterway, or

2. contain or store waste so that the waste does not run into
waterways 13

An example of a conservation practice it may be constructed to divert clean
water away from contaminated areas is a roof runoff structure. This
conservation practice s designed to collect, control, and convey precipitation
runoff from a roof to divert that water from contaminated areas An example
of aconservation practice thatmay beconstructedto contain waste in a
production areais awaste storage faciliy for manure or other agricultural
by-products.

The BMP program also grants funds for constructing certain conservation
practices in thepastureland, such as fencing to exclude animals from
waterways. This prevents the livestock from damaging streambanks and/or
depositing manurein the waterways.

The NRCS provides the estimated useful lifer someconservation practices,
which AAFM recognizess the lifespan of the practice(See Appendix Il for
the list of conservation practices eligible for reimbursement undethe BMP
program and the NRCS estimated useful lifespan.)

13 According to AAFM agricultural engineers, the agricultural waste captured in the production area is eventually distributedeither the cropland
or pastureland.
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Through the BMP program, AAFM issued 29 grantgth a start datel4 in
FY2016, andan aggregateaward amount of nearly $1.2 million It issued35
grants with a start datein FY2017 and an aggregateaward amount of nearly
$1.8 million.

AAFM employs agricultural engineers who are responsible f@rioritizing
the applications for theBMP program, as well aglesigningand overseeing
those projects. The preliminary planning that goes into these projectsan be
time intensive. AAFM now hassevenagricultural engineersand another
person within the agencywho sometimes assists with the programAAFM
had three agricultural engineers inFY2016 and four inFY2017 15 According
to the AAFM financial director, he costté of these employeesn FY2016and
FY2017was $197,000 and $350,000respectively. AAFM alsoused
contracted engineers to assist withengineering work for BMP grantsAn
AAFM financial manager reported thathe cost of these contracted engineers
was $99,000 in FY2016 and $230,000 in FY2017.

Total Maximum Daily Load (TMDL)

A TMDL is a legally binding documengapproved by the United States
Environmental Protection Agency (EPA)hat identifies the surface water
designated use that is impaired, the palitant that causes the impairment,
and the total maximum discharge of that pollutant that may be allowed to
enter the waterbody in question and still maintain the designated usesuch
as swimming, boating, and public water supplyThe State uses a TMDib
establishing clean water priorities.

Vermont has three lakes and one pond that have phosphorus TM®4Lake
Champlain, Lake Memphremagog, Lake Carmi, and Ticklenaked Portik
Connecticut River Basin has a TMDL for nitrogeRhosphorus is the pollution
of concern for fresh water, and nitrogen is the pollution of concern for salt
water.

The EPAestablished the Phosphorus TMDdfor Vermont Segments of Lake
Champlainas of June 17, 2016see AppendixIV for a map of the Lake
Champlainsegmentssubjectto6 A O T T O 6. 8er the TMDL agricultural
production areas in Vermont load 12 metric tons of phosphorus o Lake
Champlain annually and Vermont must reduce that loading by 9 metric tons
The agricultural land outside of the production area (pasturelanénd

14 Start date is the beginning of the performance period of the grant agreement.

15 There is another AAFM employee who sometimes assists with the BMP program but has not been included in these numbers forgsesoof this
report.

16 The cast includessalary, benefits, and training and travel expenses.
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cropland) load 250metric tons of phosphorusannually, and Vermont must
reduce that loading by 134 metric tons.

The EPA expected Vermont to provide policy commitments relating to
nonpoint source phosphorus reductions in a basikwide scale
implementation plan. The Vermont LakeChamplainPhosphorusTMDL Phase
1 Implementation Plan contains policy commitmentssuch asrequired
agricultural practices.

Estimating Nutrient Pollution Reduction

DEC is the lead agency italculating nutrient pollution reduction impacts for
all state-funded water quality projects including, but not limited to, the BMP
program. Estimating nutrient pollution reduction that results from clean
water projects, such as those funded by BMP program granteguires three
key pieces of data and information

1. Loading rate of nutrient pollution from different land usesuch as
farm production areas angastureland-these data are referred
to as base loads and are currently available for the Lake
Champlain and Lake Memphremagog bass, two of four basins
in Vermont. Models were used to develop estimates of
phosphorus loads for different areas of these basingSee

' DPPAT AEG 6 A O A T AP 1 &£ 6A0IT1 0660

basins)

2. Average annual performance of specific project types éuucing
nutrient pollution-- Performance is expressed as an average
annual percentage of nutrient pollution reducedrom the base
load andis referred to as an efficiency.

3. Sze of land area treated by a clean water project.

The following formula would beused to calculate the impact of a clean water
project:

(Base load) x(size of land area treated) Xefficiency) = (estimated nutrient
pollution reduction impact)

The following is a hypothetical example of how to calculate the impact of a
clean water project when all the necessary data are known:
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3.35 pounds of phosphorus per acre per year
x 10 acres of land treated by a water quality project
x 55 percent efficiency
= estimated annual phosphorus load reduced by8.4 pounds

The annual estimated base load for thosk0 acres before the clean water
project is 33.5 pounds of phosphorus (3.35 x 10). Since the hypothetical
project would reduce the base load b5 percent (18.4 pounds), the 10 acres
is estimated to contribute 15.1 (33.5-18.4) pounds of phosphorus to a
waterway annually after the project is completed

DECusesthe BMP Accountingand TrackingTool (BATT) to estimate the
nutrient pollution reduction impact from conservation practicesbased on the
formula discussed alove.

With regard to conservation practices funded by th&MP program AAFM
will report information to DECfor those conservation practices implemented
in pastureland for which efficiencies are known

AAFMwill use80 percentas the efficiency for the praluction area, which is
consistentwith the assumptions in the Lake Champlain and Lake
Memphremagog TMDL$7 Theresults of AAFM farm inspectionsrather than
conservation practices implemented under the BMP progragwill provide
the basis for estimatingphosphorus reduction. for those farms that are
determined to have production areas that arecompliant with the
requirements of their AAFMfarm permit and the RAPs DEC will calculate an
80 percent phosphorus reduction

17 The Lake Champlain and Lake Memphremagog TMDLs assume that 80 percent of the baseload for agricultural production areasaaulbced
by better production area management.
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Objectivela: Most GrantsAre for Projects in
Highest Priority Waterway, but the Project
Prioritization Tool Could beEnhanced

AAFM issuedmost of their FY2016 and=Y2017BMP program grants
consistent with the statutory provisions that rank the Lake Champlain Basin
as the highest priority area in the State dr financial assistance to farms for
on-farm improvements that reduce agricultural pollution. Forty-eight of the
sixty-four BMP program grants issued by AAFMith start datesin FY2016
and FY2017(seventy-five percent) went to farms located in the Lake
Champlain Basin

However, the Lake Champlaif?hosphorusTMDL Phase 1 Implementation
Plan gives priority tothree areaswithin the Lake Champlairbasin. The State
has further identified areas within these priority areas where the greatest
phosphorus reductions can be achievedn June 2017, AAFMreateda matrix
to assesghe priority of applications received for the BMP programbut this
matrix does not gve additional weight to a farm located in one of these
priority areas over another similar project located elsewhere in the Lake
Champlain Basimor does it give weight to areas within the priority areas
where the greatest phosphorus reductions can bachieved. Therefore, AAFM
may be directing resources to BMP projects thaio notresult in the greatest
nutrient pollution reduction.

Most Grants Were for Projects Located in the Lake Champlain Basin

Per statute,farms located in the Lake Champlain Basin have the highest
priority for financial assistance in support of their voluntary construction of
on-farm improvements designed to abate nonpoint source agricultural waste
discharges into the wateways. Most of theFY2016and FY2017BMP

program grants were issued to farms located in that basin. AAFM issued 64
grants to farms that had a grant start date ifrY20160r FY2017. The total
original award amount of these grants was over $2 ®illion .
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Figure 1: Summary of Grant Awards in FY2016 & FY2017 By Major Basin 2

Connecticut
River, $211,600

Lake
Memphremagog
$325,500

_

Lake Champlain
$2,409,272

a. Thesegrants had a start date in FY2016 or FY2017. Thetals represent the original award
amounts of the grants and do not include any grant amendments.

Wereviewed 30 of these grantswhich ranged in award value from $5,400 to
$152,966.Twenty-two grants in our review were for projects located in the
Lake Champlain Basin.

Project Prioritization Tool Addresses Statutory Priorities butNot
Priorities Established in Clean Water Plans

In June 2017the AAFM implementedthe BMP ApplicantPrioritization Matrix

(see Figure 2)to assessand documentthe priority of applications received

for the program. According to an AAFM official, the tool was developed

because of requirements in Act 648 Of the thirty grants we reviewed, three

had a start date in June 2017 and all three of those grant files contained this

matrix. There was no documentation in the other granfiles we reviewed that

OAAT OAAA ET x 11&-80 ACOEA&s®@@ons] AT CET AA

18 Act 64 (2015), an act relating to improving the quality of state waters.
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As shown in Figure 2, the BMP Applicant Prioritization Matrix weights the
basins in accordance with their priority location ranking and gives greater
weight to proposed improvements on individual farms which do not meet
RAPs because gfhysical constraints of a farm sité® as outlined in statute.

Figure 2: BMP Applicant Prioritization Matrix

In which watershed is  J&ELTHETH] Memphremangog Connecticut Hudson
this farm located?

. . . . Yes No
Is the water quality concern due to physical site constraints? 0
What is the severity of | Low Severity |Ex.in order of severity:
the water quality No improved waste storage

cl t taminati

concern that the ‘ ean \.tva er co_n amination Moderate
project is proposing to Potential for discharge
mitigate? High Severity |Failed waste storage facility High

(=

Does this farm have adequate waste storage?

Is this farm under VAAFM or ANR enforcement?

Have the resource concern been documented in an inspection
report?

Does the farm have a business or viability plan?

Does the proposed project present innovative opportunities?

Has the farm received a BMP grant of similar size and scope?

Is the project receiving techincal assistance from additional
source(s)?

Is the project receiving funds from additional source(s)?

Is this applicant willing and able to construct?

Low Complexity| Gutters and swales

Rate the project based Cast in place slabs
on the complexity of ‘ Infiltration / treatment areas
construction? Geomembrane lining

High Complexity| Pour in Place Concrete

Total Possible

19 Farms may haveaphysical constraint, such as not being able to locate a wasteragefacility 200 feet or more away from an open water source.
The farm is then considered to hee a physical constraint that does not allow it to meet a RAP requirement.
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While the weighted methodfor basins and physical constraintaised by
AAFMin the BMPmatrix is consistentwith priorities outlined in statute , it
does not give consideration to the Lake ChamplaiphosphorusTMDL Phase
1 Implementation Plan which gives higher priority to certain areas in the
Lake Champlain Basin.

The TMDL Phase 1 Implementation Plaidentifie sthree areas in Lake
Champlain as prioity areas that are to be given increased education,
outreach, and funding opportunities, targeted funding, and higher cosshare
opportunities because they requirghat additional measures be implemented
in order to achieve the Lake Champlain TMDL requirement8 These are the
land areas that drain into the Missisquoi Bay, St. Albans Bay, and South Lake
segments of the Lake Champlain Basi(Appendix IV contains a map of the
Lake Champlain segments that are subject the TMDL)

The 2016 tactical basin plan2t for Missisquoi Bay further identifies
subwatershedg?2 to focus onbecause those areas load more phosphorus than
other areas within the Missisquoi Bayarea. The tactical basin plan also
contains a table thatidentifies catchments, which are subdivisions that make
up a subwatershed, were the greatest overall phosphorus reductions can be
achievedacross all land useéncluding agricultural production areas2? The
table highlights which of the catchments have th@reatest potential
phosphorus reductions in theproduction area land usesector.

The December 2017 tactical basin plan for Northern Lake Champlain, which
includes the St Albans Bay lake segmeatnd the December 2017 tactical
basin plan for South Lake Chaplain alsoidentify catchmentswith the
greatest phosphorus reductiongpotential across all land usesncluding
production areas. While these two plans do nohighlight which of these
catchments have the greatest potential phosphorus reductions in the
production area land use sectgrDEChasthat data available.

"AAAOOA 11 &-80 ! DbPI EAAT O 0OET OEOEUAOQET 1
weight to farmsin the Lake Champlain Basitocated inareaswhere the
greatest phosphorus reduction can be achieveid the priority areas, AAFM
may be directinglimited resources toBMP projectsthat do not offer the
greatest nutrient pollution reduction.

20 VVermont Lake Champlain Phosphorus TMDL Phase 1 Implementation Plan, dated September 15, 2016.

21 Tactical basin plans are water quality management plans that have an overall gtzaestablish and carry out strategies that will protect, maintain,
enhance, or restore surface waters by directing regulatory, technical assistance, and funding to highest priority subwatedshe

22 A subwatershed is a subdivision of a watershed. Theymgrally range in size from 10,000 to 40,000 acres.
23 Agricultural production areas are referred to as farmsteads in the table.
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Obijective Ib: No Direct Monitoring of GOAT OA A
Maintenance ofProjects, Maintenance
Requirements Not Explicitly @mmunicated

11 &- AT AO 1T1T0 AEOAAOI U 1TTEOI O EAOI AOOG
practicesconstructed in projectsfunded by the BMPprogram. If farmers do

not maintain conservation practicesthe Stateis at risk that it will not achieve

the expected results (i.e.estimated nutrient pollution reductions) on its

investments through the BMP program

Even though the BMP program grant agreementgquire that the grantee
operate and maintain the conservation practices for the designddespan,24
the grant agreemens we reviewed do not specify the lifespans of those
practices. In addition, AAFM6 O COAT O ndaganiiliktithd priba&y
conservation practice and fail to include the supportingonservation
practices, which may have different useflifespans. For example, an AAFM
grant for a waste storage facility may not list the access road to that facility
that was also constructedA waste storage facility has an estimated useful life
of 15 years while the access road has an estimatagseful life of 10 years.
Additionally, AAFM may not always use the standardized NRCS name for a
conservation practicein the grant agreements which hinders proper

EAAT OEEAEAAQET T 1T &£ A AT T OAOOLSEAAFM DOAAOEA
does not provide agrantee with an operation and maintenance plandinform
farmers of the activities necessary to keep a conservation practice
functioning as intended.Therefore, it is unclear how AAFM can reasonably
expect a farner to understand their obligation for the mantenance of
conservation practices and hold them accountable.

AAFM Not Monitoring Grantee8Maintenance ofConservation Practices

AAFM does not specifically monitor whether a farm maintains conservation
practices funded by the BMP program. Accordingptan agricultural engineer
we interviewed, the farm inspection processs expected toidentify water
quality issues on a fam, and if no water quality issuesare found during the
inspection,then AAFM assumeshat the farm is maintainingany
conservation practicesthat were implemented with BMP program fundings

24 This is the intended period of time that the conservation practice will function successfully with only routine maintenance.

25 | arge farm operations areto beinspected annually medium farm operations areto beinspected every three yearscertified small farm
operations areto beinspected every seven years
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However, this is not equivalent to monitoring whether a conservation
practice is being maintained in a manner that will keep it operating
throughout its useful life. According to the agriculture wate quality section
chief, who oversees the group performing inspections, AAFM farm
coordinators may not know there is a BMP project on a farm they are
inspecting, and these coordinators do not determine as part of their
inspection whether a farmer is maintaning a BMP program funded
conservation practice throughout the useful life of that practiceFurthermore,
AAFMdoes not have an establishegrocess toensure that the farm
coordinators, who conduct the inspectionsteview the conservationpractices
constructed under the BMP programand there is no systematicprocess for
the farm coordinators to provide feedback to the BMP program about the
maintenanceof these projects Fnally, AAFM does not have any written
guidance about monitoringthe maintenance ofconservation practices funded
by the BMP program.

The lack ofmonitoring by AAFM increases the risk thafarmers are not
maintaining conservation practices as required per the grant agreements
which could result in conservation practicesnot yielding the expected
pollution reduction and the State, on behalf of the taxpayersiot receiving the
full benefit of its investment.

Grant Agreements LacliMaintenancelnformation for Conservation
Practices

AAFM requires that a farm maintain a conservation practicer the duration

I £ OEAO DbOAMOBOMAE AFGRAAEDIUN BAR-60 "-0 D
agreemens signed by farmerscontain a clause that the grantee agrees to

operate and maintain theconservation practicesfor their designed lifespans

from the date thes practices are installed.

However,the AAFM grant agreementsve reviewed did not specify the useful
life for the conservation practices installedConversely, for those agreements
we reviewed where thefarmers also receival federal assistancahrough the
federal Environmental Quality IncentivesProgram for construction of
conservation practicesthe federal agreements communicatedseful life. Of
the 30 grants we reviewed,23 were for projects that received no federal
assistance None of the grant agreements for these projectsontained
information about useful life.

Furthermore, AAFMat times only lists a primary conservation practice and
not the supporting practicesin the BMP grants. An AAFMgricultural
engineer explained that ech conservation practice is like a building block of
a larger system, which is the intended projector the purposes of the grant
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agreement, AAFMdocumentsthe system nee@dto correct an issue and
generally does not list all the conservation practiceshat were involved in
creating that system.

This is problematic becausesupporting conservation practices that underlie

OEA 1 AOGCAO OUOOAI 1T AU EAOA AEAEAEAOAT O OOA
obligations under the grant agreementFor example, when onstructing a

waste storage facility, AAFM may not always lishe access road as one of the

conservation projects within the grant even though an access road to the

storage facility is constructed asn essentialpart of the project. A waste

storage faclity has an estimateduseful life of 15 years while an access road

has an estimateduseful life of 10 years.

Additionally, AAFM does not always use thdRCSerm for conservation

practices in the BMP grantswhich hinders identification of the correct

edimated useful life of a given conservation practice. For example, AAFM

OOAO OAEOAOOCEITS6 AO A CAT AOEA OAOI OEAO
and not as a specific conservation practice. AAFRMppliesthe term to any

practice designed todivert clean water from running over a barnyard and

washing waste into a waterwaysuch as installing a gutter on a barn roabr

constructing a channel across a slope to divert water.

However,NRCSs more specific in its terminology. It has @onservation
practicetited O A E O A th&d sdahsa channel generally constructed across
a slope to divert water along that slope. The estimated useful life of this
conservation practice is ten yearsNRCS hasrether conservation practice
structures that will collect, control, and convey precipitation runoff from a
roof. The estimateduseful life of this conservation practice is 15 years.

AAFM also does not provide grantees witan operation and maintenance
plan for the conservation practices constructedNRCS publishes operations
and maintenance plans whictinform farmers of the activities necessary to
keep a conservation practice functioning as plannedhese plans alsstate
the estimated useful life ofthe conservation practice

Due tothe lack of specificity regarding conservation practices and their
usefullives in state-only grants and the lack of an operation and maintenance
plan, it is unclear how AAFM can reasonably expect faers to understand
their obligation for the maintenance of that conservation practiceand hold
them accountable
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Objective2: Phosphorus Reductionmpact of
BMP Program ProjectsNot Calculated but AAFM
Is Taking Stepdo Gather Data

AAFMis supposed to provide dataneeded tocalculatethe phosphorus
reduction impact of BMP program projectdo DEG the lead agencyor
calculating nutrient pollution reduction impacts from statewater quality
projects, but they did not provideall of the data neededin FY2016or FY2017.
AAFMhas notprovided acreagedatato DECbecause the agency lacks a
process to compilethis data for projects in the pastureland area of a farnand
has not finalized a method for calculating acres in the production area
Further, AAFMdoes not haveefficiency factors for the conservation practices
constructed in the production areaand without these factorsDEC cannot
calculate phosphorus reductions for conservation practices constructed in
the production area. Instead, AAFMwill utili ze an 80 percent efficiency
factor2s to calculate phosphorus reductions foiproduction areason farms
that are determined by an AAFM inspection to be compliant with the RAPs
AT A OEA EAOI 860 DPAOIEO8 (1 xAOAOh 11 &- EAC
determine which farms are compliant. Theefore, AAFMis unable to estimate
the phosphorus reduction impact oBMP program projects.

AAFM has taken steps to improve their tracking and accounting of water
quality impacts resulting from the BMP program. For examp|eAAFM
participated in an expert panelconvened by the Statén 2017 to assesshe
proposed approach to tracking and accounting for agricultural BMPs. In
addition, AAFM is in the process of building a databagbkat will store water
quality project information, including BMP program project information, to
better capture the data needed to estimate phosphorus and other nutrient
pollution reduction impacts.

AcreageDatafor Projects in Pastureland Noflracked andCompiled for
Reporting to DEC

AAFM has not povided DEC with the acreage data needed talculate
phosphorus reductionfor fencing projects that exclude livestock from
waterways in the pastureland area of a farm. As the lead agen®EC
calculatesnutrient load reductions resulting from state cleanwater efforts
and doesso using their BMP Accounting and Tracking Tool (BATTHor BMP

26 The Lake Champlain and Lake Memphremagog TMDLs assume thap8fent of the baseload for agricultural production areas can be reduced
by better production area management.
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program projects, DEC relies on AAFM to provide the data needed to do the
calculation.

AAFM has developed a spreadshetttat they provide to DEC for reporting

data onagricultural clean water projects. The spreadsheatontains various

datafields, including conservation practice? OEA AAOI 60 11 AAOEI T h
area where the practice is installed8 and acreageHowever, AAFM has not

populated the acreage field. In addion, for one of the grants we reviewed the

AAFM incorrectly reported that the practice was constructed in the

production area when it was constructed in the pastureland.

Information for the spreadsheet comes from an AAFM financial manager who
tracks BMP pogram information, but this information does not include farm
area or acreageAAFMacknowledgedthat they have not been tracking
acreage forpastureland projects but plansto track this data in the future.

Due to a lack of essentiahformation from AAFM, DEC has not been able to
calculateany water quality impactsof BMP grants that exclude livestock from
waterways for FY2016 or FY2017.

AAFM Lacks DatdNeededto CalculateNutrient Pollution Reduction
Impacts for Production Areas

AAFM does not havefficiency factorsfor any of the conservation practices
constructed in the production area and without this data DEC cannot
calculate phosphorus reductiondor conservation practices constructed in
theseareas.According to an AAFMemployee responsible ér providing BMP
program data to DECthe lack of effigency factors isdue to considerable
variability in how farms managethose areas An AAFM officialexplained that
the variability of phosphorus inputs, such as the amount of feed and
phosphorus in the feed, also adds to the complexity of developing efficiency
factorsin a production area

While AAFMdoes not haveefficiencyfactors needed to calculatehe amount
of phosphorus reductionresulting from conservation practices constructed in
the production area as a result of the BMP progranthe agency has devised a
way to calculate phosphorus reductions for purposes of tracking reductions
under the Lake Giamplain and Lake Memphremagod MDLs. AAFM has
decided tocalculatephosphorus reductiononcea production area has been
inspectedby AAFMand determined to be compliant with RAPs and farm
permits. The Lake Champlaiand Lake Memphremagod MDLs utilized 80

27 The conservation practice is needed to identify the efficiency factor.
28 Farm location and farm area are needed to ascertain the base loadd@articular geographic area.
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percent as a general efficiency assumption for the farm production area and
AAFM has adopted this for use in its calculation.

However, at this ime AAFM6 O E1 OD A A OE indt redlOn afdkmiad AT A O
AAAT ACAGETT T &£ A AAOI pOmith AMAFRIfaAT AA xEOE
coordinators perform inspection and permit reviews, record their

observations, and send them to an enforcement committee at AAFM for

review. The committeeconsiders whether a farm has compliance issues and
determines whether an enforcement action is necessarybut it does not issue

a formal conclusionon whether a farmisin compliancewith the RAPs andts

permit requirements. According tothe agriculture water quality section chief,

AAFM is working on a methodology for the enforcementoenmittee to make

these determinations in the future anda processto record those

determinations.

AAFM has not finalized its method for determining the acreage of the
production area but is considering the use of an analysis of the average size of
a production area for large, medium, and small farms that was prepared by

an NRCS staff member.

AAFM alsomust address how they plan to communicate information to DEC
so that water quality impacts can becalculatedfor production areasfor
TMDL tracking purposesUntil then, the Statewill be unable toestimate
phosphorus reduction impacts in thefarm production area.

11 &-60 DOT BT ardvilles A WaR t0daldufateEphosphorus

reduction impacts necessary to meet the Lake Champlaamd Lake
MemphremagogTMDLs but does not provide informationneeded to assess
the effectiveness of BMP program projects in production area8AFM
acknowledged that the proposed approach may not be the best at showing
the direct water quality impact of investments made in production eeas and
ET AEAAOAA OEAO EO80 DI OOEAI A OEA ACAT AU
more accurately reflect the water quality improvements made by specific
BMP program projectsNRCS uses the 80 percent efficiency assumed in the
TMDLsto estimate phosphorws reduction for projectsit funds in the
production areaand AAFM could consider doing the samfer all BMP
production area projects

Actions AAFM Has Taken or Is Taking Rettto CalculatingWater
Quality Impacts
In 2017, the State convened an expert pangiat included agricultural

experts from federal and state government, the University of Vermont, and
other non-governmental organizations. The State acknowledged to this panel
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that there were challenges with tra&ing and accounting for agricultural

BMPs in Vermont. The State requested that the expert panel review the
3OA0A80 POi Pbi OAA ADPDPOI AAE AT A AT1AOQO
OEA 30A0A8O0 APDPOI AAE xAO OAnhkEgridaldral 1 U
conservation practices reviewed by the expert panel were not limited to

those funded by the BMP program

The expert panel confirmed thatan 80 percent efficiency should be applied to
those production areas that are determinedhrough the inspection process

to be compliant with RAPs and farm permitsThe expert panel alsaffirmed
the use of &5 percent efficiency forcalculating the impact ofexcluding
livestock from waterways in the pasture.

In addition to convening the expert panelAAFM contracted wth a vendor to
develop a database that will capture location data for conservation practices
in a consistent mannerincluding, but not limited to, those conservation
practices implemented through the BMP program. The new database is
intended to improve the accuracy and comprehensiveness in reportingnd to
be used by federal, state, and local partners to collaboratively track financial
and technical assistance provided to farmers. The database will dape
projects implemented through state and federal fuding programs, along

with some voluntary projects reported by technical assistance providers.
AAFM plans to have this database live bjuly2018. AAFM intends to use this
database to reportthe conservation practiceswhere they have provided
funding so that DEC, through their BATT, can apply estimated nutrient
pollution reduction efficiencies to those practices for which efficiencies are
available.

Other Matters
Provisions of theBMPRulesNeed Updating

There are several provisions in the BMIPulesthat do not align with statute
or current practice. For example, the BMPules give the same funding
priority to farms located in the Lake Champlain and Lake Memphremagog
basins, while statute has been amended to give priority to farms located in
the LakeChamplain Basin over farms located in the Lake Memphremagog
Basin.

Additionally, statute was amended in 2012 tcstate that applicants must pay

at least10 percent of the total project costHowever, the BMPrules state that

the applicants must payat least 15percent of the total projectcos8 ! ! &- 8 O
current cost-share policy reflects the limit in statute andnot the limits set

forth in the BMPrules.

May 21, 2018 Rpt. N0.18-03

-0



AASyoOe 2F ! ANROdzZ 0« AAFM Needs to

Improve How They Prioritize Grants and 1

Best Management Practices Program and Compile Data to Calculate Phosphorus Reduc

Other examples whereghe BMPrules need updating include the following:

1 The BMPruleslimit the fari A OO 6

OAOPIT 1 OEAEI EOU A& O

conservation practices to 10 years. However, many conservation
practices have estimated useful lives that exceed 10 years, some
doubling that amount, and the grant agreements require maintenance
throughout the useful life. (See Appendixll for a list of conservation
practices that are reimbursable under the BMP program and their

associated estimated usefdife.)

1 The BMPrulesstate that BMP program applications filed on or before

October 1 of each year shall be giverrip

rity for funding in the next

calendar year, whereas,AAFMcurrently uses April 1stasthe

application deadline for priority funding.

1 The BMPrulesalso refer to Accepted Agricultural Practices (AAPS)
throughout the rulesinstead of RAPSAAPSs were the water quality
regulations for farms before the State created the RAPs.

The BMPrules became effective in January of 199@nd AAFM has not made
any amendments since thenThe Lake Champlain Phosphorus TMDL Phase 1
Implementation plan, datedSeptember 2016jndicates that the BMPrules

need to be updategwhich! | & - 8§ O CAT1

that the agency plans to dso.

Other Compliance Issues

Good Standing with AAFM

AOAT Al admotdd AAET I

Statute requires a farm to be in good standingith AAFM2° at the time of the
grant award, but AAFMhas not included this requirement in its written grant
procedures anddid not document good standing in the grantee files/e

reviewed.

This requirement is not addressed in any of the followinhAAFMdocuments:

1 Granting Plan-this is developed by eactlstate granting agencyto
identify procedures it will follow to ensure that 1) grants are issued

and monitored in accordance with state

policy an@) grant funds are

spent by the grantee for their intended purposeThis plan must be

290" 11T A OOAT AET ¢co 1 AAT O OEA APDPI EAAT O AT AO
compliance with all terms of a current grant agreement or contract with the AA#.
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approved by the Commissioner of Finance & Margement or
designee.

1 Grant risk assessment formthis is a form developed by AAFM to
determine if a potential grantee is categorized as highisk and
therefore should not receive a grant.

9 Costshare policy--this document outlines the maximum amount of a
DOl EAAOGO O OAI A1 OO0 OEAO '!'&- 1T AU A
AAFM adopted this policy in October 2016.

1 BMP Program and Description documentthis documentcontained
procedures for the BMP progam including costshare rates.The cost
share policy has superseded this document

Good Standing with Tax Department

The grantagreementcontains a provision3® that the grantee certify under the

pains and penalties of perjurythat, as of the date the grant agreement is

signed, the grantee is in good standing with respect to, or in full compliance

with a plan to pay, any and all taxes due the Stafé Statute allows the

Vermont Department of Taxes (VDT) to respond to requests teerify good
standing.However,tEA 1 CAT AU 1T £ ' AT ET EOOOAQEIT 16
Issuance and Monitoring does not requird AOE AZEAAQET T 1 £ COA
standing and AAFMdoes not request thatinformation from VDT.

(’)u
T OR

O

The grant documents also contia a provision that the final payment under
the grant agreement may be withheld if the Commissioner of Taxes

determines that the grantee is not in good standing with respect tor in full
compliance with a plan to payany and all taxes due to the Statef ¥ ermont.

The SAO identified one instance where a grantee was not in good standing
with the Commissioner of Taxest the time they signed the grant agreement
VDT claimed part of the final grant payment as payment of theutstanding
tax debt owed by thisgrantee. However, AAFM intervened andhe grantee
received their full grant payment

Statute does notauthorize VDT to divert grant payments for taxes oweg?
which explains why the final grant payment was made to the grante8tatute

30 This provision is standard language in Attachment C of the grants which contains all standard, mandatory, grant provisionglen 5, issued by
the Secretary of the Agency of Administration, requires agencies to use this document on all agreements.

i1 pAOOIT EO ET OCIiT A OOAT AET ¢G6 xEOE OAOPAAO O AT U havk Beendiled: (2) dd @A O
liability for any taxes due and payable is on appeal; (3) the person is in compliance with a paymplan approved by the Commissioner of Taxes.

32 32 V.S.A. Chapter 103
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does allow VDT to dvert other payments for taxes owed such agayments
for government contracts or payments for lottery winnings

The Department of Finance and Managemeagreed that payments to

grantees may not be divertedby VDT for the payment of taxes owed. It is not

clear why the grant agreements contain a provision that says final payment

may be withheld for those grantees that are not in good standing with VDT

when statute does not provide the authority for such prowsion. This

provision may not be altered without the approval of the Department of

&ETATAA AT A - AT ACAi AT O AT A OEA 1 001 O1 AU

11 &- $TAO .10 #EAAE A O 71 OEAOOG #I1 1 PATC
Grants

According to AAFM officialsAAFMgrant recipients are required tocarry

x| OEAOOGS AT i PAT OAOGEIT ET OOOAT BAitheETl AAAT C

respect to work performed under the grantandto provide certificates of

insuranceto the agency Somefarms perform some of the project work

funded by the BMP programTEAOA A£AOI O 1 AU AA OANOEOAA
compensation insurance for the farm employees that performed the grant
work.Nevertheless! | &- EAO 11 0 AAAT OANOAOOEI C PO
compensation insuranceprior to issuing BMP progam grants

Conclusions

AAFM providesgrants to farmers for the construction of farm improvements
designed to abate nonpoint source agricultural waste discharges to Vermont
waters. Statuteranks Lake Champlain Basimas the highest priority waterway,
and AAM has developed a matrix to prioritize applications to the BMP
program that gives greater weight to projects in that basin over other areas
of the state. The State has further identifiegriority areas within this basin
and identifies areaswithin those priority areas where the greatest
phosphorus reductions can be achieved. | x AOAOh 11 &-60 | AOOE®
give greaterweight to applications in these areas within the Lake Champlain
Basin. Therefore, AAFM may be directing limitestate resources to BMP
projects that do not offer the greatest nutrienpollution reduction.

' AAEGETTAT T UR 11 &- ATAO 110 AEOAAOGI U 111
conservation practices constructed under the BMP program grant

agreements, and the agreements often do not contaihe needed information

on their useful lifespans. The lack of information makes it difficult for farmers

to adhere to the terms of the agreement, and the lack of monitoring by AAFM

Bcp 6838!8 #EADPOAO w AT 1T OAET O OEA OOAOOOAOG A1 O AIDPITUAOGSO 1 EAAEIT E(
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increases the risk that expected pollution reduction from conservation
practices funded by the State will not be achieved.

Lastly, AAFMhas not supplied DEC with the data DE@edsto calculate the
clean water impacts of the BMP programAAFMis taking steps toremedy
this, butuntil then, AAFMis unableto provide meaningful oucome
information for the BMP program

Recommendations

We make the recommendations in Tablé to the Secretary of the Agency of
Agriculture, Food, and Markets.

Table 1: Recommendations and Related Issues

Recommendation Report Issue
Pages

1. Revisethe BMPApplicant Prioritization The Lake ChamplairPhosphorusTMDL Phase 1
Matrix to allow additional weight to be Implementation Plan identifies three areas in Lake
givento 1) priority areasand 2) areas Champlain as priority areas for funding opportunities
within those priority areas that have the and other assistance. Th&tate has data about which
greatest potential for phosphorus 19 areas in these priority areas has the greatest phosphory
reduction. P: reduction potential. The marix used by AAFM to

prioritize grant selection doesnot provide additional
weighting to priority areas on the Lake Champlain basin
or to the areas within those priority areas that have the
greatest potential for phosphorus reduction.

2. Document and implement a process to AAFM does not have any written guidance about
monitor /A O ah@dance of 20-1 |MoNitoring the maintenance of conservation practices
conservation practicesfunded by the P- funded by the BMP program andloes not specifically
BMP program monitor £ZA Ol A08 O | Atkobe(radtides. A A

3. List every conservation practice in the AAFM at times only lists a primary conservation practice
BMP grant documents and the estimated and not the supporting practices in the BMP grant®er
useful life of each if known. the grant agreements, farmers are required to maintain

p.21-22|AT 1T OAOOAOGETI T DPOAAOGEAA A& O

useful life. However, he grant agreements we reviewed

did not list every conservation practiceand did not

specify useful life.

4. #EATCA 11&-80 1AIEI AAFM does notlways use the NRCS term for
conservation practicesdocumented in the conservation practices in the BMP grants, which hinderg

grant agreementsto match precisely the p.22 identification of the correct estimated useful life of a
NRCS names. given conservation practice.

5. Provide operation and maintenance NRCS publishes operations and maintenance plans
plans, such as the plans published by which inform farmers of the activities necessary to keep
NRCSto farmers for the conservation p.22 a conservation practice functioning as planned. Howeve

practicesfunded by BMP program grants AAFM does not proude grantees with an operation and
maintenance plan for the conservation practices

constructed.
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Recommendation Report Issue
Pages

6. Trackthe acreage in the pastureland AAFM acknowledged that they have not been tracking
where livestockis excluded from a acreage for pastureland projects but plan to track this
waterway as a result of BMP program 2324 data in the future.DEC needs the acreage data to
grants and communicate this data to DEC P: calculate phosphorus reduction for fencing projects that

exclude livestock from waterways in the patureland
area of a farm.

7. Develop a methodology to be used by thg AAFM has decided to calculate phosphorus reduction
enforcement committee to determine and once a production area has been inspected by AAFM ai
AT AOI AT 6 xEAOEAO A determined to be compliant with RAPs and farm permits
AOAA AT i Pl EAO xEOE 24.o5 | The committee determines whether a farm has
farm permit. p. <4 compliance issues and if an enforcement action is

necessary, but it does not issue a formal conclusiomo
whether a farm is in compliance with the RAPs and its
permit requirements.

8. Finalize a method for determining AAFM has not finalized its method fodetermining the
production areaacreage forpurposes of o5 acreage of the production area but is considering the us
calculating phosphorus reduction impacts P: of an analysis of the average size of a production area f
for TMDL tracking. large, medium, and small farms.

9. Develop a process to communicate DEC AAFM has decided to calculate phosphorus reduction
OEA AT £ OAAI AT O Al once a production area has been inspected by AAFM ai
determination of whetE AO A A£AQ determined to be compliant with RAPs and farm permitg
production area complies with the RAPs | p.25 |AAFM must addres how they plan to communicate this
and AAFM farm permit. information to DEC so that water quality impacts can be

calculated for production areas for TMDL tracking
purposes.

10. Adopt the NRCS approach to estimating 11&-80 POI T OAA APDPOI AAE
phosphorus reduction forBMP program inspections provides a way to calculate phosphorus
projects in production areasor adopt an reductions for TMDL trackingbut does not provide
alternative methodology. o5 information needed to assess theffectiveness of BMP

P: program projects in production areas.NRCS uses the 8(
percent efficiency assumed in the TMDLSs to estimate
phosphorus reduction for projects it funds in the
production area.

11. Expeditiously update the BMRules. 0. 26-27 There areseveral provisions in the BMP rules that do ng

’ align with statute or current practice.

12.- 1T AEEAU OEA ACAT AUG Statute requires a farm to be in good standing with
include verification that aBMP program AAFM at the time of the grant award, but AAFM has nof
grant applicant is in good standing with p.27 |included this requirement in its written grant
AAFM and develop a method to documer procedures and did not document good standing in the
the verification in the grant file. grantee files wereviewed.

13. Seekthe Department of Finance and It is not clear why the grant agreements contain a
Managementandthe! O O1 O1 AU provision that says final payment may be withheld for
Officeadviceregarding whether the grant those grantees that are not in good standing with VDT
provision that allows VDTto withhold p. 28-29 |when statute does not provide the authority for such
final grant payments to pay taxes owed action. This provision may not be dered without the
should be removed from BMP program approval of the Department of Finance and Managemer
grant agreements AT A OEA 1 001 OT Au ' AT AOAI1 &
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14. Request workers compensation insuranc Farms may be requireddT AAOOU x1 OEAQ(

certificates from those farmers who insurance for the farm employees that performed the
perform work on BMP program progct. p.29 |grant work. Nevertheless, AAFM has not been requestir|
POTT £ 1T £ xT OEA0OGS AT 1 PAT O

issuing BMP program grants.

- AT ACAT AT 060 #1111 Ajlo®O A
We sent AAFM a draft of this report for comment, andnoApril 30, 2018, the
Secretary of the Agency oAgriculture, Food, and Markets provided
ATTT AT OO0 11T OEAO AOAZEO8 4EA 3AAOAOAOUGO
along with our evaluation of these comments(see pages 43 67).

The Secretary stated that the Agency will take this audit as an opportunity to
revise key areas in their program. However, the Secretary disagreed witiur
characterization of many of the report findings For example we identified

that AAFM is not providing DEC with the necessary data to calculate
phosphorus reduction impacts for the BMP programin his comments, the
Secretarynoted that AAFM used to have a system that calculated phosphorus
reductions for the BMP progam, which is no longer usedand thought that
our report indicated they never hada system. Our report focused on FY2016
and FY2017 as specified in the Scope and Methodology section of the draft
report, and whether AAFM collected data and measured the irapt of BMP
program projects during that period, which they did notWe added a
statement in both the introduction and highlights section of this report that
our audit focused on FY2016 and FY201for clarity .

The Secretary indicated that AAFM can implemesome of our

recommendations and will implement others. There were &w

recommendations that the Secretarynsufficiently addressed. See Appendix

VIEI O 11T O0A AAOAEI 11 1 OOcohkehts. OAOET T 1 A&

(@}
.,
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Audit Scope and Methodology

To gain a general understanding of the backgund of agricultural clean
water requirements we reviewedstatute, the RAPs! | & - R@wsed

to that revised decision. Weobtained andreviewed memorandums of
understanding between AAFM and other entities related to agricultural water
quality. We reviewed the Statewide Surface Water Management Stratedy.
addition, we reviewed the following TMDLSs:

1 Phosphorus TMDLs for Vermont Segments of Lake Champlain, June
2016

1 Phosphorus TMDLfor Lake Carmi, October 2008

1 Lake Memphremagog Phosphorus TMDL, September 2017

1 Phosphorus TMDL for Ticklenaked Pond, October 2009

To gain an understading of the resources allocated to the BMP progranwe
reviewed capital appropriations from FY1996 to FY2017We also obtaired
from AAFMthe cost of thar agricultural engineers andcontracted engineers
that worked on BMP program projects in FY2016 and FY2017.

To gain an understanding of the compliance requirements for state grantee
reviewed Bulletin 5, Policy for Grant Issuance and Monitoringffective
December 26, 2014and Bulletin 5 supplementGranting Plan Guideline§Ve

OAOGEAxAA OEA 6AOCITTO $APAOCOI AT O T £ &ET AT
Control Standards A Guide for Manags. We also consulted with officials at
the Department of Finance and ManagemertT A ' 1 &- 8O0 CAT AOAT Al

To gain abroader understanding of the landscape of agricultural water
quality improvement programs and potential challenges associated with
their administration , we reviewed audit reports pertaining to the federal
Environmental Quality Incentives Programissued by theUnited States
Government Accountability Officeand the United States Department of
Agriculture Office of Inspector General.

We obtained and reviewed a listing from AAFM of all conservation practices
that were eligible for reimbursement under the BMP program and reviewed
NRCS documents pertaining to those practices.

To addressObjective 1a we reviewed statute, BMP rulesAAFM policiesthe
Lake Champlain Phosphorus TMDL Phase 1 Implementation Pland the
tactical basin plans for Missisquoi Bay\orthern Lake Champlain Direct
Drainages and South Lake Champlaito identify what they stated about BMP
project priorities. We interviewed AAFM personnel to gain an understanding
of how AAFM prioritized BMP program grants an@btained andreviewed
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We obtained a listing ofBMP programgrants and filtered that list to show

only those grants that had a start date between 7/1/2015 and 6/30/2017,

which corresponds toFY2016 or FY2017To verify the completeness of this

list we compared the grants in this listo grant information contained in

VISIONx EEAE EO OEA 30AO0OAG0 DPOEiWeOsed AAT OOAI
information from AAFM to determine which major drainage basirthe farms

that received those grants were locatedNVe alsojudgmentally selected 30

grants from that list and reviewed those grant files for documentation

evidencing how AAFM prioritized the grantapplications.

To addressObjective 1b,we inquired of AAFMpersonnelhow they
determined the useful life of a conservation practice anarhether those
conservation practiceswere monitored. We reviewed NRCS documents that
specified useful life for given conservation practicesdVe reviewed the grants
in our sample to identify whetherthe grants stated that farmers must
maintain the conservationpractices throughout the useful life of those
practices and whether the grants specifically stated the useful life of those
conservation practices.

We also obtained AAFM farm inspection templates to determine whether
those formsincluded an assessment oivhether a farmis maintaining a
conservation practice throughout its useful lifeWe inquired of the
agriculture water quality section chief whether AAFM has a systematic
approach for farm coordinators to review the conservation practices
constructed underthe BMP program.

To addressObjective 2, we interviewed AAFMpersonnelto understand the
information AAFM is collecting about thenutrient pollution reduction impact
of BMP projects and how they areecording that information. We inquired
about the databaseAAFM intends to use for tracking financial and technical
assistance to farmersWe reviewed the grant files in our sample to determine
if there was any documentation in those files that contained estimated
nutrient pollution reduction impacts asso@ted with those projects.

We interviewed a nonpoint source coordinatorat DEC to determine how DEC

calculates phosphorus reduction impacts from clean water projects and what

information AAFM provided to DEC to perform those calculations. We

reviewed the Vermont Clean Water Initiative 2016 Investment Report, the

6RAOITTO #1 AAT 7AOQAO )1 EOEAOQEOA amdnpyx )1 OA
2016 AnnualReporsh AT A 11 &-80 &9¢mpyx !'11T OAT 2ADPI
Technical Assistance for Agricultural Water Qualityo determine whether
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AAFM has reported the impact of BMP program projects on phosphorus
reductions.

We reviewed NRC$®esource assessment anwatershed level plans for
Vermont andresults reports associated with those plans to identify whether
the NRCSwvas measuring and reporting the phosphorus reduction impactsf
conservation practices funded by the federal governmente interviewed an
NRCSstaff person to identify how the NRCS measured phosphorus reduction
impacts for conservation practices constructedn the production area.

We performed our auditbetween July2017 and April 2018, and included
visits to the Agency of Agriculture, Food, and Markets headquarters in
Montpelier, Vermont and their field office located in Williston, Vermont.

We conducted this performance audit in accordance with generally accepted
government auditing standards, which require that we plan and perform the
audit to obtain sufficient, appropriate evidence to povide a reasonable basis
for our findings and conclusions based on our audit objectives. We believe
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objective
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Abbreviations

AAFM  Agency of Agriculture, Food, and Btkets
AAPs Accepted Agricultural Practices

BATT BMPAccounting and Tracking Tool
BMP Best Management Practices

CSA Critical Source Area

DEC Department of Environmental Conservation
EPA Environmental Protection Agency
FY Fiscal Year

NRCS  Natural ResourceConservation Service

RAPs Required Agricultural Practices

SAO 3OAOA | OAEOT 0860 /| £EEAA
TMDL  Total Maximum Daily Load

VDT Vermont Department of Txes

VISION Vermont Integrated Solution for Information andOrganizational
Needs

V.S.A. Vermont StatutesAnnotated
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Conservation Practices Eligible for Reimbursement Under the BMP Prog

Table 2: NRCS Conservation Practices that are Eligible for Reimbursement
Under the BMP Program

Conservation Definition Estimated
Practice Name Useful Life
Access Control The temporary or permanent exclusion of animals, people, 10
vehicles, and/or equipment from an area. years
Access Road An access road is an established route for equipment and 10
vehicles. years
Anaerobic Digester A component of a waste management system that provides Not provided
biological treatment in the absence of oxygen. in NRCS
Vermont
documents
we reviewed
Animal Mortality An on-farm facility for the treatment or disposal of animal 15
Facility carcasses due to routine mortality. years
Building Envelope Modification or retrofit of the building envelope of an existing 10
Improvement agricultural structure. years
Composting A structure or device to contain and facilitate an aerobic 15
Facility microbial ecosystem for the decomposition of manure and/or years
other organic material into a final product sufficiently stable
for storage, on farm use and application to land as a soil
amendment.
Constructed An artificial ecosystem with hydrophytic vegetation for water Not provided
Wetland treatment. in NRCS
Vermont
documents
we reviewed
Critical Area Establishing permanent vegetation on sites that have, or are 10
Planting expected to have, high erosion rates, and on site that have years
physical, chemical, or biological conditions that prevent the
establishment of vegetaion with normal seeding/planting
methods.
Diversion A channel generally constructed across the slope with a 10
supporting ridge on the lower side. years
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Conservation Practices Eligible for Reimbursement Under the BMP Prog

Conservation Definition Estimated
Practice Name Useful Life
Drainage Water The process of managing water discharges from surface Not provided
Management and/or subsurface agricultural drainage systems. in NRCS
Vermont
documents
we reviewed
Fence A constructed barrier to animals or people. 20
years
Grade Stabilization A structure used to control the grade in a natural or 15
Structure constructed channel. years
Heavy Use Area Used to stabilize a ground surface that is frequently and 10
Protection intensively used by people, animals, or vehicles. years
Lined Waterway or A waterway or protected outlet section having an erosion 15
Outlet resistant lining of concrete, stone, synthetic turf years
reinforcement fabrics, or other permanent material.
Livestock Pipeline A pipeline and appurtenances installed to convey water for 20
livestock or wildlife. years
Mulching Applying plant residues or othersuitable materials produced 1
off site, to the land surface. year
Obstruction Removal and disposal of buildings, structures, other works of 10
Removal improvement, vegetation,debris, or other materials. years
On-Farm A permanent facility designed to provide secondary 15
Secondary containment of oil and petroleum products used offarm. years
Containment
Facility
Phosphorous A system installed to intercept subsurface (tile) flow, ground 10
Removal System water or surface runoff flow, and reduce the concemation of years
phosphorus.
Pond A pond is a water impoundment made by constructing an 20
embankment, by excavating a dugout, or by a combination of years
both.
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Conservation Practices Eligible for Reimbursement Under the BMP Prog

Conservation Definition Estimated
Practice Name Useful Life
Pond Sealing or A liner for an impoundment constructedusing compacted soil 15
Lining, Compacted with or without soil amendments. years
Soil Treatment

Pond Sealing or A manufactured hydraulic barrier consisting of a functionally 20

Lining, Flexible continuous layer of synthetic or partially synthetic, flexible years

Membrane material.

Pond Sealing or A liner for an impoundment constructed using reinforced or 15

Lining, Concrete nonreinforced concrete. years

Pumping Plant A facility that delivers water at a designed pressure and flow 15
rate. Includes the required pump(s), associated power ut{(s), years
plumbing, appurtenances, and may include osite fuel or
energy source(s), and protective structures.

Roof Runoff A structure that will collect, control, and convey precipitation 15

Structure runoff from a roof. years

Roofs and Covers Arigid, semirigid, or flexible manufactured membrane, 10
composite material, or roof structure placed over a waste years
management facility, agrichemical handling facility, or an on
farm secondary containment facility.

Sediment Basin A basin constructed vith an engineered outlet, formed by 20
constructing an embankment, excavating a dugout, or a years
combination of both.

Spring Collection of water from springs or seeps to provide for 20

Development livestock and wildlife. years

Stream Crossing A stabilized area or structure constructed across a stream to 5
provide a travel way for people, livestock, equipment, or years
vehicles.

Structure for A structure in a water management system that conveys 20

Water Control water, controls the direction or rate of flow, maintains a years
desired water surface elevation or measures water.

Subsurface Drain A conduit installed beneath the ground surface to collect 20
and/or convey excess water. years
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Conservation Practices Eligible for Reimbursement Under the BMP Prog

Conservation Definition Estimated
Practice Name Useful Life
Trails and A trail is a constructed path with a vegtated or earthen 10
Walkways surface. A walkway is a constructed path with an artificial years
surface. A trail/walkway is used to facilitate the movement of
animals, people, or offroad vehicles.

Underground A conduit or system of conduits installed beneh the surface 20

Outlet of the ground to convey surface water to a suitable outlet. years

Vegetated An area of permanent vegetation used for agricultural 10

Treatment Area wastewater treatment. years

Waste Facility The decommissioning of facilities, and/or the rehabilitation of 15

Closure contaminated soil, in an environmentally safe manner, where years
agricultural waste has been handled, treated, and/or stored
and is no longer used for the intended purpose.

Waste Separatbn A filtration or screening device, settling tank, settling basin, or 15

Facility settling channel used to partition solids and/or nutrients from years
a waste stream.

Waste Storage An agricultural waste storage impoundment or containment 15

Facility made by constructing an embankment, excavating a pit or years
dugout, or by fabricating a structure.

Waste Transfer A system using structures, pipes or conduits installed to 15
convey wastes or waste byproducts from the agricultural years
production site to storage/treatment or application.

Waste Treatment The use of unique or innovative mechanical, chemical, or 10
biological technologies that change the characteristics of years
manure and agricultural waste.

Water and An eaith embankment or a combination ridge and channel 10

Sediment Control constructed across the slope of minor watercourses to form a years

Basin sediment trap and water detention basin with a stable outlet.

Watering Facility A means of providing drinking water to livestock andwildlife. 10

years
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Figure 1: Lake Champlain Segments Subject to

Vermont Phosphorus TMDLs. (LCBP 2012).

Data Source: ESRI, TetraTech.
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- Hudson River Drainage Basin

- Lake Champlain Drainage Basin

- Connecticut River Drainage Basin

- Lake Memphremagog Drainage Basin
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4EA A 11T xET ¢ EO A OADOE 13 aldrait o8theA OAOAOU
audit report we provided to AAFM for commentand our evaluation of those
comments) T OT 1T A AAOAOh OEA 3AAOAOAQOUBO AT I I
findings or did not address our recommendations. We amended the report
based on informaton AAFM provided us about critical source area@CSAS)
We also amended theeport in certain areas to provide clarifications, but
these clarifications did not change the report findings and conclusions.
Because of the numbeof disagreements AAFM had wh our findings and
conclusions, we incorporated our evaluation of their comments within the

OAPOET O T £ 11&-60 AiiTAT 06068 31/ AiilAl OC
AT A AOA 1T AAAT AA O31/ #1111 A1 086
o
7~ VERMONT
Agency of Agriculture, Food & AMarkets [phooe]  B02-8528-2430
Office of the Secretary [fam] B02-828-2361
116 State Street

Montpelier, VT 05620

www. VermontAzgriculture.com

December 1, 2017

Donglas B Hoffer, Vermont State Auditor
132 State Street
Montpelier, VT 05633-5101

Ee: Agency of Agniculture, Food and Markets” Best Management Practices Program Audit
Dear Mr. Hoffer,

The Agency of Agriculture, Food & Markets ( AAFM) has reviewed the results of the Auditor’s draft and offers
the following Management Response. The Agency thanks the Auditor for taking the time to learn about our
programs and efforts, and the professionalism of the staff who conducted the audit analysis and reporting.

The Agency has provided suggested revisions, comments in response to the draft and explanations or
clarifications of details that provide the appropriate context to the reader. These remarks are provided in the

order the report is drafted for ease of reference. The Agency will certainly take this audit as an opportunity to
revise key areas in our program and appreciate the review being done in the beginning stages of implementing
the new Lake Chamyplain TMDL, allowing us an opportunity to make improvements early on

#4eEA $AAAT AAO ph ¢mpx AAOA 11 OEA 3AAOAOAOUSO OAODPIT OA EO ET Al OOA:
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SAO Comment 1:

The scope of this audit did not inclde an assessment of the quality of work for specific
practices implemented from an engineering or financial aspect.

When it comes to priorifizing grants, the statutory requirement is that the Agency prionitize the 4 major
watersheds, Lake Champlain Lake Memphremagog, Connecticut Fiver and the Hudson Eiver in that

order. The Agency has alwayvs made sure those priorities are covered, however the andit didn’t look at the
larger program accomplishments in accordance with stafute. What the audit assessed was whether the Agency
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