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Farmers are faced with the biggest change to support payments since 1947 with the phase out of
the Basic Payment Scheme and new environmental schemes being developed. With existing
schemes still operating and new schemes being rolled out between now and 2024, it can be difficult
to keep up to date with what is available. We hope this guide will help.

1. PHASE OUT OF THE BASIC PAYMENT SCHEME

The Basic Payment Scheme (BPS) is being phased out from 2021 to 2028 and the deductions up
to 2024 are below:

What will be my Direct Payment reductions?

Payment Band 2021 2022 2023 2024
scheme scheme scheme scheme
year year year year

£30,000 5% 20% 35% 50%

£30,000 to £50,000 10% 25% 40% 55%

£50,000 to £150,000 20% 35% 50% 65%

£150,000 25% 40% 55% 70%

The deductions are progressive like tax bands and you can calculate your BPS until 2024 using
Defra’s on-line calculator at https://calculate-direct-payment-reductions.defra.gov.uk/. The
deductions from 2025 to 2027 have not yet been announced, but BPS will be completely phased
out by 2028. To help with cash-flow, from 2022 onwards Defra will be paying 50% of BPS as an
advance payment in July, with the remainder paid from December.

From 2024, the Basic Payment Scheme will be de-linked from land and payments will be based
on a reference period of BPS claims from 2020-2022. Farmers will need to submit an eligible
BPS application in 2023 but, from 2024, the amount received will be based on the reference
period and not affected by changes to the area farmed.

2. LUMP SUM EXIT SCHEME

Defra’s Lump Sum Exit Scheme is open until 30™ September 2022 offering farmers who wish to
leave the industry the option of taking a lump sum payment. This is based on a reference
period of the average of BPS payments for 2019-2021 before reductions and then multiplied by
2.35. The reference amount is capped at £42,500 so the maximum lump sum payment is
£100,000. The payment will be taxed as capital rather than income.

By 315 May 2024, farmers applying for the scheme must transfer out their land apart from up
to 5ha, or plant it with trees under a woodland creation scheme. They must also transfer out
any common grazing rights and give up their BPS entitlements.


https://calculate-direct-payment-reductions.defra.gov.uk/

3.

a)

b)

EXISTING ENVIRONMENTAL SCHEMES

COUNTRYSIDE STEWARDSHIP
The existing Countryside Stewardship Schemes include:

e Higher Tier: These are five or 10-year agreements to manage land in environmentally
significant sites, on commons or woodlands which require support from Natural England
or the Forestry Commission.

e Mid-Tier: Five-year agreements offering a range of options for land management.

o Wildlife Offers: These are simpler “revenue” only agreements and include the Arable
Offer, the Lowland Grazing Offer, the Mixed Farming Offer and the Upland Offer.

e Capital Grants: These are available for field boundaries, orchards and items that
improve air or water quality. They can be applied for as part of Mid and Higher Tier
agreements, or separately in the stand-alone capital grant scheme.

e There is also funding for Woodland Management Plans and Tree Health grants and
grants to help the development of more complex Higher Tier agreements.

The Higher Tier and Mid-Tier Countryside Stewardship Schemes will open for applications for a
final time in February 2023, for agreements starting in January 2024. The deadline is expected
to be at the end of April for Higher Tier agreements and the end of July for Mid-Tier. The stand-
alone capital grant scheme no longer has a fixed application window and you can apply at any
time.

Revenue payments were reviewed last January and many payments were increased. Key
changes included the GS5 Upland grassland option increasing from £16/ha to £71/ha and the
GS2 Lowland grassland option increasing from £95/ha to £132/ha. This makes Stewardship
more attractive particularly to upland farmers, but there have not yet been changes to capital
payment rates despite an increase in costs, particularly to concrete and steel.

Defra has recently written to farmers with existing Environmental Stewardship agreements to
outline changes being introduced in 2023. When agreements end, rather than offering an
annual extension, Defra is offering extensions of 5 years but with break clauses to allow farmers
to switch to the new ELM schemes as they are rolled out.

ENGLAND WOODLAND CREATION OFFER

The England Woodland Creation Offer (EWCO) is a grant administered by the Forestry
Commission to support the creation of new woodland on areas as small as 1ha including
through natural colonisation. There are four types of payment available:

e Capital items to establish new woodland, with payments covering 100% of standard costs

e 10 years of annual Maintenance Payments to help establish the young trees at
£300/ha/year.

e Contributions towards the cost of installing infrastructure for woodland management

e Additional Contributions to deliver public benefits. These include:

up to £2,800/ha for woodlands that restore nature and species such as red squirrels.
£500 per hectare for woodlands that help reduce the risk of flooding

400 per hectare for woodlands that will improve water quality

1,600 per hectare for woodlands along riverbanks that improve water habitat
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https://thefarmernetwork.us18.list-manage.com/track/click?u=d2c0b7f3bc788181759b2126a&id=6886d434ef&e=3f65b10053

o up to £500 per hectare for creating woodlands close to where people live
o upto £2,200 per hectare for providing access to woodlands for the public to enjoy

4. THE NEW ENVIRONMENTAL LAND MANAGEMENT SCHEMES

The Environmental Land Management (ELM) schemes will eventually replace both the Basic
Payment Scheme and Countryside Stewardship. There are three levels:

e the Sustainable Farming Incentive,
e Local Nature Recovery and
e Landscape Recovery.

a) SUSTAINABLE FARMING INCENTIVE

The Sustainable Farming Incentive is the “base” layer of the three Environmental Land

Management schemes and the one meant to be the most accessible to farmers. It is open to all

farmers who claim Basic Payment Scheme and those in Countryside Stewardship where this
does not create double-funding. There is no fixed deadline for applications with agreements
starting when approved by the Rural Payments Agency. Applications are on-line using your
Rural Payments account apart from on common land which requires you to contact the Rural

Payments Agency for help. Agreements will last for 3 years, with amendments allowed every 12

months to add land, add standards or increase ambition levels. Payments will be made
quarterly.

The scheme is being rolled out gradually with the following “standards” available in 2022:
e Improved grassland soils
e Arable and horticulture soils
e Moorland and rough grazing

The Improved Grassland soils standard:
Level Actions
o Test soil organic matter

Complete a soil assessment and soil management plan
o No more than 5% bare ground over winter.

Introductory
£28/ha

Intermediate  All the introductory actions plus establish/maintain herbal leys on at least 15%
£58/ha of land in the standard.

The Arable/Horticultural soils standard:

Level Actions

o Test soil organic matter
Complete a soil assessment and soil management plan
At least 70% of land in the standard must have green cover over Winter
Introductory . . , . .
£22/ha (Dec-Feb). This can include any kind of green cover, including autumn sown
crops and weedy stubbles.
o add organic matter to 1/3 of the land in the standard each year. This can
include any kind of organic matter, including sown green cover crops.
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Includes all the introductory actions plus:
o 70% of land in the standard must have green cover over Winter (Dec-Feb.
Intermediate Multi species green cover must cover at least 20% of total land in the
£40/ha standard.
o add organic matter to 1/3 of the land in the standard each year. This will
include multi-species green cover and other ways to add organic matter.

Defra plans to add advanced levels to the soils standards from 2023 onwards. For the Arable
standard, this is likely to include the increased use of no-tillage techniques.

Moorland standard

Introductory Level (only) £265/agreement/year plus £10.30/ha.
Additional payment of £6.15/ha for commons

o Survey the soil, vegetation, historic & archaeological features
o Identify the moorland’s public goods and opportunities to
maintain/enhance these public goods.

SFI 2022 will only offer an introductory level for the moorland and rough grazing standard with
intermediate and advanced levels to follow later in the rollout of SFI. Common land will be eligible
through group agreements only.

What next with the roll out of future SFl standards?

SFI 2022 is a starting point - more standards and ambition levels are set to be added to the scheme
from 2022-2025. This is not final, but we understand that Defra are considering rolling out the
standards as follows:

2023 2024 2025
o nutrient O organic
management o agroforestry o on-farm woodland
o integrated pest o low and no input grassland o orchards and specialist
management o moorland and rough grazing horticulture
o hedgerows (all levels) o heritage
o Advanced levels o water body buffering o drystone walls
of the soils o farmland biodiversity
standards

b) LOCAL NATURE RECOVERY

The Local Nature Recovery scheme will pay for actions that support local nature recovery and
meet local environmental priorities. It is described by Defra as: “The improved and more
ambitious successor to the Countryside Stewardship scheme in England.” Initially it will cover
the following themes:

o wildlife feeding, shelter and breeding areas

e grassland, lowland heathland, wetland and coastal habitats

e upland and lowland peat and moorland

e recovery and reintroduction of particular wildlife species

e managing and creating trees and woodlands



e nature-based solutions for water
e restoring rivers, flood plains, streams and riparian habitats

The scheme will be open to farmers and land managers including those in the Sustainable
Farming Incentive. Agreements will be “multi-year” and mostly individual agreements but
supporting collaboration. An early version of the scheme will be piloted in 2023 with full roll
out by the end of 2024. More information should be available later this year on options and
payment rates and how farmers can get involved in testing the scheme.

c) LANDSCAPE RECOVERY

Water Resource
Management

The highest level of the ELM scheme - Landscape Recovery - will support “more radical land-use
change and habitat restoration”. The first application round opened earlier this year with a
deadline of 24t May for first stage applications. It focused on two themes — recovering
threatened native species and restoring rivers and streams - with each project covering areas
from 500 to 5,000 hectares. The successful applicants were announced in early September
including projects in the Duddon Valley and Eastern Lake District in Cumbria and a Three Dales
project headed by Yorkshire Wildife Trust. These projects now have funding for a development
phase of up to 2 years which will lead to an implementation phase. This will involve developing
a bespoke long-term agreement of at least 20 years including private finance as well as public
funding. Defra intends to launch a second round of pilot projects next year.

CAPITAL GRANTS FOR FARM EQUIPMENT, INFRASTRUCTURE &
FARM DIVERSIFICATION

FARMING INVESTMENT FUND

The Farming Investment Fund includes grants for investments in technology, buildings,
machinery and forestry equipment. There are two levels:

e A small grant scheme called the Farming Equipment and Technology Fund. This is based
on a specific list of equipment with standard grant rates per item. The minimum grant is
£2,000 and the maximum is £25,000 with farmers able to apply for up to £50,000 from the
scheme overall. The first round of the scheme closed in January 2022 and the deadline for
claims is 315t October. A further round is expected to open this winter.

e A larger grant scheme called the Farming Transformation Fund. This is for more substantial
investments in equipment, technology or infrastructure, with the potential to transform
business performance. Grants are 40% of eligible costs and there are three themes:

Includes funding for water storage reservoirs, abstraction points, irrigation
and abstraction equipment and best practice application equipment.
Minimum grant £35,000.

Improving Farm Eligible items include robotic or autonomous equipment (eg robotic milkers
Productivity and feeders) and slurry acidification systems. Minimum grant £35,000.

Adding Value

This is for farm buildings, machinery or equipment that will add value to
agricultural products. Minimum Grant £25,000.



b)

d)

The Farming Transformation Fund is not currently open for new applications but each theme is
likely to reopen at some point either later this year or in 2023.

SLURRY INVESTMENT FUND

This autumn, it is expected that the Farming Transformation Fund will be expanded to include
grants for slurry storage. This will help farmers already using a slurry system to upgrade their
storage to reach 6 month’s capacity and can be used to:

o replace existing stores that are no longer fit for purpose;
¢ build additional storage, if your current storage is compliant;
¢ expand otherwise compliant storage, e.g. by adding another ring to a steel tank.

The new or expanded storage must have an impermeable cover. The grant will be 50% of
eligible costs with a minimum grant of £25k and maximum of £250k. There will be a 2-stage
application process starting with an online eligibility checker in the autumn, followed by a full
application over the winter. If the scheme is oversubscribed, Defra will prioritise applications
with a higher environmental benefit, eg by prioritising those near protected sites.

ANIMAL HEALTH AND WELFARE PATHWAY

The Animal Health and Welfare Pathway will provide funding for vet visits, testing for endemic
diseases and capital grants. We are expecting the capital grants to include both a small grant
scheme of less than £10,000 grant and a larger grant scheme for investment in infrastructure
with information expected later in 2022.

Funding for an annual farm visit from a vet should also be available later this year through the
Sustainable Farming Incentive. It will be available to farmers in England who are eligible for BPS
and keep more than 50 pigs, 20 sheep or 10 cattle. Likely payment rates are below but depend
upon the testing regime for priority endemic diseases:

Pigs - £684

Sheep — £436
Beef cattle — £522
Dairy cattle - £372
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FARMING IN PROTECTED LANDSCAPES

The Farming in Protected Landscapes programme was launched in July 2021. Support is
available over the next 3 years for farmers and land managers in AONBs and National Parks for
projects that:

e Support nature recovery;

e mitigate the impacts of climate change;

e provide opportunities for people to discover, enjoy and understand the landscape and
cultural heritage;

e support nature-friendly, sustainable farm businesses.

Examples of projects include: promoting connectivity between habitats, improving access,
conserving historic features on farms, supporting locally branded food initiatives, action to
reduce farm carbon emissions, gathering data to help inform conservation and farming practice
and potentially farm diversification projects that fit with these aims. Note, this is a programme
of funding for one-off projects, not an agri-environment scheme. There is now a rolling
application window for the scheme so no set deadlines for applications. Contact your local
AONB or National Park for details.



e)

RURAL ENGLAND PROSPERITY FUND — GRANTS FOR FARM DIVERSIFICATION

The Rural England Prosperity Fund will provide Local Authorities with funding for projects to
support small businesses and community infrastructure in rural areas. Local Authorities have
been asked to submit proposals for how they might run the scheme by November 2022 and the
Fund is likely to be available from April 2023. This may provide funding for farm diversification
projects as part of developing the rural economy.

ADVICE — DEFRA’S FUTURE FARMING RESILIENCE FUND

This fund is aimed at providing business support to farmers during the early years of the
agricultural transition with grants to organisations to help farmers understand the changes and
how they might adapt their businesses.

The next phase of the scheme starts in October with 17 organisations providing this support in
England. The organisations delivering the support includes the Prince’s Countryside Fund
whose Farm for the Future programme is delivered by the Farmer Network.

Farm for the Future includes a series of workshops followed by one to one support and we are
planning to hold workshops at the following locations this autumn and winter:

e Near Wigton and near Staveley in Cumbria
e Skipton in Yorkshire
e Near Haydon Bridge in SW Northumberland

For more information about the Farm for the Future programme, please contact the Farmer
Network office on 01768 868615 or email: admin@thefarmernetwork.co.uk.

Please note this information about grants is based on our understanding as of 5" September
2022 but schemes are subject to change and it is important to take professional advice.

Veronica Waller, The Farmer Network Ltd.
E mail: Veronica@thefarmernetwork.co.uk Tel: 01768 868615
1 Sandgate, Penrith, CA11 7TP
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