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Executive Summary
Background

The 432km? catchment of the River Derg is situated on the border of Ireland and Northern Ireland. Land
use in the lower part of the catchment is predominantly pasture, whilst the upper part is a mix of
moorland, peat bogs and coniferous forest. Northern Ireland Water (NI Water) operates a water
treatment works on the river, which processes 25m litres of drinking water daily. The main challenges
faced by the works to comply with drinking water standards are removing the selective herbicide 2-
methyl-4-chlorophenoxyacetic acid (MCPA) and addressing colour / turbidity issues associated with
suspended sediments. MCPA is used by farmers to suppress common soft rush, which would otherwise
reduce grazing and silage yields, but the chemical is prone to leaching and breaks down slowly in the
environment. Suspended solids can enter watercourse from a range of agricultural practices and farm
infrastructure, but the Derg is at higher risk due to the high annual rainfall and peaty soils in the upper
part of the catchment and the peatland and forestry management practices being employed.

End-of-pipe treatment to remove MCPA and suspended sediments is costly, so reducing the input of these
pollutants into the catchment would avoid the need for additional investment by NI Water. However, land
managers are operating within regulatory and minimum standards, so further persuasion and incentive is
necessary. Schemes where water companies and/or governments pay land managers to adopt certain
practices and install infrastructure to reduce diffuse pollution above and beyond regulatory minima have
become established elsewhere in the UK in recent years. The economic rationale for these schemes is that
the cost of paying land managers to reduce pollution at source is less than the cost of end-of-pipe
treatment. In addition, changing practice and capital items may have wider benefits such as increased
carbon sequestration and improved biodiversity outcomes.

Source to Tap and the pilot Land Incentive Scheme

The Source to Tap (StT) consortium is led by NI Water and includes Irish Water, The Rivers Trust (TRT),
AFBI, Ulster University, and the East Border Region. StT was successful in an INTERREG VA bid and secured
funding to develop a pilot Land Incentive Scheme (LIS) for the Derg catchment where land managers will
be paid to invest in practices or capital items that reduce MCPA and sediment pollution. The scheme will
be operated by TRT and will be the first of its kind in Northern Ireland. However, because the payments
are being funded by the European Fund for Regional Development and matches national contributions it
must comply with EU State Aid rules. StT developed a prototype scheme and asked ADAS to review this
in the context of other schemes and suggest modifications/enhancements to its design and delivery.

The study consisted of a desk-based evaluation of six existing schemes which were of greatest
geographical and functional relevance to the LIS, namely: Welsh Water's Weed Wiper Partnership,
Scottish Water’s Sustainable Land Management Incentive Scheme, Seven Trent Water’s Severn Trent
Environmental Protection Scheme, DAERA’s Environmental Farming Scheme, DAERA’s Farm Business
Improvement Scheme, DAFM’s Green Low-carbon Agri-environment Scheme. This was complemented by
telephone interviews with experts in the field of diffuse pollution prevention and catchment
management, including practitioners with direct experience in designing or delivering some of the six
schemes in the desk review. ADAS staff made a field visit to the catchment itself and held stakeholder
consultation events in Belfast and Dublin. Findings and recommendations are summarised by scheme
aspect, as follows.

Scheme Design

In theory, schemes can pay on outcomes (observed or estimated reductions in pollutant loss, irrespective
of exact method used) or actions (costs of method adopted, assuming it is an effective method). The



requirement of the scheme to be registered under Agricultural Block Exemption Rules! means that under
the terms of Article 14(6), the funding available is limited to the costs of capital items only. This inherently
rules out an outcome-based scheme. However, the Burren and GLAS examples demonstrate that an
action-based scheme need not necessarily pay farmers all their costs upfront, and that a deferred
payment scale is possible as a means to incentivise better compliance. There may be additional benefits
to the scheme operator (TRT) in deferring payments as it reduces the need for enforcement of legal
contracts with landholders. However, this may risk deterring potential applicants due to cashflow issues.

The original draft LIS discusses having an initial stakeholder engagement process. The evidence from other
schemes, interviews and consultation meetings supports this but also suggests that this needs to be
maintained during the entire scheme.

We therefore recommend the following for the LIS

e The LIS must be action rather than outcome based.

e The StT partnership should consider whether a deferred payment structure would be appropriate
in the Derg catchment.

e Stakeholder engagement should be conducted throughout the lifetime of the project.

Land Eligibility

The rules for eligibility (which land management businesses can apply to the scheme) were already
reasonably well defined in the prototype scheme and are similar to other schemes considered. StT need
only consider some minor adjustments to the criteria. For land on the catchment boundary, we would
recommend giving the scheme operator some flexibility in decision-making as this reflects expert opinion
and what we see in some other schemes. The farmer need not probably comply with the ‘active farmer’
definition but should at least be able to demonstrate a minimum level of agricultural activity on the
holding. Of greater importance is the need for the contract to be signed by the person(s) with formal land
use rights for the entire duration of the contract. This means that the landowner as well as the actual
farmer would need to sign if the land is tenanted and the duration of the tenancy is shorter than the
contract. For farms in Conacre, where there is no formal tenancy agreement there seems no solution
other than the actual landowner themselves signing the contract and being responsible for the items and
the money. Whether this is practicable within the catchment would need to be established through
engagement.

We could find no strong reason to alter the £20,000 total limit per applicant. However, we would
recommend that more than one application be allowed from the same farm. Applicants may be initially
cautious, but if the first year of activity and funding proceeds smoothly they will be more willing to extend
the scheme to other parts of their farm business. The scheme cannot support activities that go above and
beyond regulatory compliance as this is a requirement of the State Aid rules. Project officers should be
aware of minimum legal and regulatory standards and be mindful in the drawing up of the water
environment management plan for individual farms. However, visits to farms and farm information
collected should be treated in the strictest confidence and not disclosed.

We would therefore recommend that the first draft eligibility criteria for the Source to Tap scheme are
updated to:

e Applications should be from agricultural holdings within the catchment; where not all of a single
holding falls within the catchment the Rivers Trust will advise.

! Commission Regulation EU No 702/2014



e Applicants must have land use rights for the holding for the entire duration of the contract. Where
land is rented and the term of the tenancy is shorter than the contract, the landowner must also
sign.

e The scheme will not finance capital works that are already underway.

e The scheme will not finance regulatory compliance and information provided to Project Officers
will be treated in the strictest confidence.

e The scheme will not invest in projects that do not reduce or protect contamination risk of a
drinking water source

e Applicants may make more than one application to the scheme (but obviously not for the same
item).

e There will be a limit of £20,000 per holding for the entire programme.

Scheme Components

The components in the prototype scheme were reasonable. Potential additions identified in the literature,
interviews and consultation include farmer wildcard actions (i.e. scope for additional bespoke suggestions
made by farmers or advisers), more peatland management items, farm tracks and access routes items,
sediment traps or ponds.

Items for which there is not a strong evidence base (low drizzle nozzles, sticking agents) will not be
considered at this stage. Items such as weed wiping and liming will reduce MCPA use but may have other
adverse impacts and thus should be carefully selected (subject to management plan and soil analysis) and
the impacts monitored. Bank stabilisation is being considered but the scheme operator should be mindful
that the number of items in the scheme is at a manageable quantity. Invasive riparian species
management has not been included as this is not directly relevant to the objectives of the LIS. Ultimately,
these items can all be considered as part of the farmer wildcard if there is a very strong case on a particular
holding.

We recommend including a rush management plan as part of the scheme, but to make maximum use of
State Aid limits on advice we suggest including it at as separate item. Arguably it is a different type of
advice in any case.

We would therefore recommend the eligible items are updated as follows:

Cram—Jompion

Advice and Support

1.1 Water Environment Management Plan

1.2 Rush Management Plan

1.3 Technical support from StT Project Officers

Pesticide Control and Rush Management

2.1 Installation of a Pesticide sprayer loading area and wash down area
2.2 Installation of Biobed

2.3 Installation of Biofilter

2.4 Provision of Pesticide storage unit

2.5 Contractor for weed wiping (as per rush management plan outlines above)
2.6 Contractor for lime spreading (prerequisite soil analysis)

2.7 Soil analysis (required before lime spreading)

Protection of watercourse from stock and associated alternative drinking facilities

3.1 Stock Fencing to improve water quality
3.2 Riparian planting (requires NIEA approval)
3.3 Water trough (Inc. base for water trough)



3.4 Alternative water supply facility

3.5 Supply pipe
Reduction in surface flow across farm

4.1 Gate re-location / provision

4.2 Improvement of farm tracks and access routes
4.3 Sediment traps and interception ponds

4.4 Clean and Dirty Water Separation

Peatland Management

5.1 Drain blocking

5.2 Nurse crop

5.3 Brash spreading

Other

6.1 Farmer innovation

The original aid intensity proposed in the prototype scheme for most actions was 75%. Feedback from the
literature, interviews and consultation was clear that this may not be sufficient financial incentive in a
catchment such as the Derg, especially given that the EFS pays 100% for equivalent items. As the majority
of interventions are non-productive there is no limitation in State Aid rules to increase aid intensity to
100%. Indeed Scottish Water found it necessary to adjust their payment rates upwards from the first
iteration to the second to achieve the desired participation. We therefore recommend:

e The maximum intervention rate is raised to 100% for all items as investments result in extra costs
to the farmer for the achievement of agri-environment climate objectives. This tallies with the
aid intensity and ABER compliance now available under the new Scottish Water scheme;

e This change would apply to the majority of items currently in the example scheme, as well as any
new non-productive items that ADAS has recommended for inclusion (e.g. farm track / gateway
works to reduce surface flow);

e Lower aid intensities (60%) could be applied to items which would not qualify as non-productive
(e.g. lime spreading). This would be necessary in any case in the current ABER rules.

e If this is not possible then the StT consortium should consider whether time in kind would be
acceptable as a farmer contribution.

Most schemes have developed standardised costs for items (i.e. the costs are pre-determined by scheme
operator and apply universally) because it reduces the application administration burden. We would also
recommend that the LIS include a standardised cost approach to be applied to items where this is feasible.
The Scottish Water costings be used as a template to develop the standardised costs, except where
national standards already exist in Ireland and Northern Ireland (e.g. in agri-environment schemes).
Where the Scottish Water approach could not provide suitable and acceptable costings and national
standards do not exist, a normal INTERREG procurement process be applied.

Changes to aid intensity and standardised costs would need further exploration and discussion with the
relevant INTERREG funding body (SEUPB).

Scheme Process

The principal question for this section is whether the scheme operates on a fixed window or an ongoing
open application basis. The process to be applied will differ depending on that decision. At the earlier
stages of the LIS, a presumption was made that the schemes will follow a fixed window approach with
two windows open in late winter / early spring of 2018 and 2019. In practice, the delays to the project
inception have meant that opening a window in early 2018 is infeasible. Moreover, some experts have
questioned whether the scheme needs to operate on such a formal basis when it is not clear if it will be
oversubscribed. On the balance of the evidence reviewed and interviewee/consultee feedback we suggest
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the LIS follow a rolling scheme process, under which there is less pressure on farmers and project officers
to meet deadlines, and which is more likely to result in successful farmer bids, improving confidence in
the scheme at an early and critical stage in its development.

However, StT should be aware of caveats with a rolling approach. The budget is finite and some items
(e.g. weed wiping) are seasonal. Moreover, applications can only be considered against a common
standard, and are approved on a first-come first-served basis. This means that it becomes harder to
compare applications against each other, and if the scheme proves popular the budget may not be used
in the most effective manner. For example, if weed wiping is deemed to be an important item but
applications do not come in until 2019, the scheme must still have sufficient budget to fund them. This
issue can be mitigated if the scheme operator has clear targets for which farms (by geography, type)
should be prioritised to maximise the avoided pollution risk. Project officers should also be mindful of the
EFS timetable when visiting farms and making applications, especially as there may be overlap for a few
items.

There is no need for an official appeals process at this stage. However, it will be made clear why the
landowner has not been accepted to the LIS, or elements of the application have not been accepted, and
if necessary, decisions may be reviewed at the request of the applicant. For successful applicants they will
receive a payment within 30 days of the Source to Tap Project Officer visiting the farm and clarifying the
applicant has implemented the item appropriately. Where the item is not visible, invoices and receipts
may be needed as proof of implementation.

We recommend updating the process to:

Scheme is marketed through a series of events, advertisements, one-to-one meetings and other
methods as appropriate.

Applicant requests visit from the Source to Tap Project Officer (StT PO) or is explicitly contacted by the
StT PO if in a priority location.

StT PO visits farm and completes the WEMP and (if appropriate) rush management plan. StT PO
provides advice on the scheme and application and checks paperwork.

Farm submits application.

Application is approved or rejected.

If approved, farmer installs capital items.

StT PO confirms items have been installed and to the correct standards and checks paperwork. Photo
or farm visit made as soon as possible after agreed works complete. Invoices, proof of payment, quotes
if actual costs. If amendments needed a follow-up visit to be made after supplementary works
completed.

Payment made.

Farmer maintains the items in line with his contractual obligations.

Monitoring and Evaluation

Monitoring and evaluation of the LIS will be conducted by AFBI and Ulster University, focusing on the
socioeconomic aspects and water quality respectively. With regards to evaluation, insight has been
obtained from literature and stakeholders as part of the project, but Ulster University and AFBI will
conduct the key components of the scheme evaluation. As such we do not provide explicit
recommendations at this stage. It is important that applicants understand they are signing up to a
monitoring and evaluation process at the point of application/award and are obliged to allow access for
evaluators.



Scheme Efficiency and Other Factors

There was little information on actual costs incurred (and end-of-pipe cost avoided) in the available
literature due to commercial sensitivity. However, a common theme emerging was that schemes should
not be concerned about catchment adviser costs as these people perform a critical role in ensuring
scheme success. Wider community engagement is also important in building trust. Scheme operators
should also consider investing in marketing and other engagement costs at inception to ensure good
scheme participation.

The literature review found that schemes benefitted from the use of an advisory board or a steering group
for the direction of the project. This helped to provide guidance, management and strategic advice on the
application, promotion, and development of the scheme. Further where this included key representatives
from partner organisations, it supported the scale and boundaries of the scheme. Finally, the scheme
should be complementary to government run schemes (EFS, GLAS).
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1 Introduction

1.1 The Derg Catchment

Background information on the Derg Catchment has been sourced from the Loughs Agency and the
Northern Ireland Environment Agency (NIEA) catchment reports (NIEA, 2015; Niven et al., 2010). The
Derg catchment is a cross border river catchment covering 438 km?; its sources and Lough Derg are in
Ireland whilst the main river and its tributaries are in Northern Ireland. The river is divided into three
water bodies: the upstream is called the Derg at Legvin, the middle is the Derg at Killeter and the
downstream is the Derg at Millbrook. The total channel length is approximately 60km and the flow is
generally in an easterly direction through the town of Castlederg to its confluence with the River Mourne.

The topography of the catchment is shown in Figure 1 and the breakdown of land use in Figure 2. The
valley is broad and enclosed by an undulating landscape. In some areas, low embankments enclose the
main river, protecting agricultural land from flooding. This is mostly restricted to the lower end of the
catchment where the land is better suited for more intensive agriculture. The surrounding geography has
extensive peaty marsh, fen woodland and open moorland which dominates the upland catchment area.
The upper Derg valley has large amounts of commercial coniferous forestry; however, there is little
forestry in the lower Derg valley.

- -
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Figure 1: Derg catchment topography with the river network in 2010 (Niven et al., 2010)
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Land Use in the Derg Catchment

M Pastures

M Agriculture/Natural Vegetation
M Coniferous forests

M Natural grassland

® Moors and heathland

B Transitional woodland scrub

w Peatbogs

W Water bodies

Figure 2: Derg catchment land use classification at 2010. (Niven et al., 2010)

The Derg Water Treatment Works (WTW) is located approximately 7km west-northwest of the town of
Castlederg. The treatment process is described in detail in the catchment report (RPS & WRC, 2015) but
can be briefly summarised as follows. An intake adjacent to the WTW abstracts raw water from the River
Derg and pumps it to the plant. The water then passes through a treatment regime that includes
flocculation, filtration and chemical processes. 25 million litres of treated drinking water is then pumped
daily to supply a widespread area including Castlederg, Strabane and Omagh.

In 2012, NI Water completed a detailed Water Resource Management Plan (WRMP) for all of Northern
Ireland, which confirmed that Derg WTW required a new abstraction point for increased resilience in the
event of future low river flows. This project involved obtaining statutory approvals required to abstract
raw water and construct works at the River Strule, a Special Area of Conservation designated under the
Habitats Directives. The project commenced in 2012 and is estimated to have cost over £6million. A new
Water Resource Management Plan has been drafted in 2017 and at the time of writing is awaiting
Ministerial sign off before consultation on the plan can commence.
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Figure 3: Location map of Derg WTW and surrounding direct catchment (RPS & WRC, 2015).

1.2 Water quality in the catchment

Raw water quality is monitored at the Derg WTW intake against the EU Drinking Water Directive (Council
Directive 98/83/EC) and national drinking water standards The catchment management report refers to
three problems of note observed at the WTW, namely: pesticide (MCPA) exceedances, colour, and
transient increases in ammonia concentrations (RPS & WRC, 2015). From a broader perspective six of the
11 water bodies in the area have a good Water Framework Directive (WFD) ecological status as of 2015,
with the other water bodies assessed as moderate or poor (NIEA, 2015).

The StT team have decided that the focus of this exercise will be the MCPA and colour problems. These
are usually associated with diffuse sources, where pollutants enter the water from a range of dispersed
land use activities rather than from a single point source such as a sewage outlet. As water from rainfall
flows over land it picks up pollutants and carries them into watercourses and bodies. Agriculture is often
a major contributor to diffuse water pollution (Holden et al., 2015). This reflects land use practices and
circumstances which increase the risk of pollutants (in the form of nutrients, chemicals, sediments,
biological organisms) reaching watercourses — see Figure 4.

Diffuse water pollution is hard to attribute to a specific activity as it can occur some distance from the
source and there is often a time lag. Managing diffuse pollution requires actions to support its prevention,
given the cumulative effects from one, or many land use activities.
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Figure 4: The transfer continuum for nutrients. (Holden, 2015)

The following sections detail two particular diffuse pollution issues prevalent in the Derg catchment that
are of interest to this project.

1.2.1  MCPA use

2-methyl-4-chlorophenoxyacetic acid (MCPA) is a selective herbicide which is designed to kill weeds
without harming crops and works by disrupting the normal growth activity of broadleaf plants. It is a
commonly used product in the treatment of the common soft rush (Juncus effusus). The rush can quickly
become dominant in poorly drained soils with a low pH, particularly following wet weather periods; such
infestations reduce grazing and silage yield (Farming Connect, 2014). A low level of rush cover can be
desirable habitat for breeding birds; but when it becomes the dominant vegetation in a field, the effect
on these birds can be adverse (RSPB, 2013a).

In the UK and Ireland, MCPA is commonly marketed as Agritox and is often combined with 2-4-
dichlorophenoxyacetic acid (2-4-D) (“Depitox”) at application or sold as a combined product (e.g. “Cirran
360”)% Rushes are treated by spraying with the active product at suitable concentration. MCPA can enter
the water in several ways including: drift from the sprayer, run off and soil erosion, cracked soils allowing
for chemical movement, leaky equipment and, inappropriate storage and disposal. It has a low affinity for
soil meaning that it does not bind to particles and is thus prone to leaching; and with a half-life of 15 to
50 days the product is quite persistent in the environment (WHO, 2014).

The Drinking Water Directive sets standards for individual pesticide concentrations in EU drinking waters
of 0.1pg/l which are transposed into the relevant national legislation®>. However, these standards are

2 http://technical.nufarm.co.uk/product_info/results_products.asp
3 The Water Supply (Water Quality) Regulations (Northern Ireland) 2007; SI No. 122/2014 — European Union
(Drinking Water) Regulations 2014

14



being regularly exceeded at the Derg WTW raw water inlet, reaching as high as 1.4pg/! (RPS & WRC, 2015).
MCPA cannot be removed from water by conventional processes; extraction requires more complex and
expensive treatments such as the use of granular activated carbon filters. NI Water has provided filter
construction costs at other WTW in NI to be as follows: Dorisland - £4,894,000; Killyhevlin - £4,607,000.
Annual filter regeneration costs are between £30,000 / year at the Derg to £40,000 / year at Killyhevlin
(NI' Water, 2016).

1.2.2 Colour and turbidity — suspended sediments

Colourin drinking water is caused by the interaction of light with suspended and dissolved particles. These
particles carry their own colour, so when present in abundance, the colour appears more strongly. The
Drinking Water Directive does not set an explicit parametric standard for colour but treated water colour
should be “acceptable to consumers and have no abnormal change”. In NI, a maximum value of 20 Pt-Co
has been applied in the relevant transposing legislation. Colour may also be expressed as Hazen units
which are equivalent to mg/l Pt-Co. In Ireland, there is no explicit Pt/Co value set in legislation beyond
the “acceptable to consumers and no abnormal change” requirement of the Directive. Irish Water defines
“acceptable to consumers” as being “clear, bright, and free from colour”>.

An associated problem with suspended particles and microorganisms present in water is that they can
cause incoming light to be scattered, making the water appear opaque. This effect, called turbidity, is an
indicator of the extent to which the light is scattered in a water body. The higher the turbidity as measured
in Nephelometric Turbidity Units (NTU), the opaquer the water. The Drinking Water Directive does not
set an explicit parametric standard for turbidity but treated water should be “acceptable to consumers
and have no abnormal change”. Transposing legislation in NI and Ireland sets a maximum limit at the
consumer’s tap of 4 NTU but a much tighter limit of 1 NTU for water leaving a WTW. In Ireland the
guidance for WTW operators is that treated water be no higher than 0.2 NTU to protect against
Cryptosporidium breakthroughs (EPA, 2014).

Discoloured water and turbidity at the raw water inlet for upland and peaty catchments like the Derg is
likely to reflect natural organic material and sediments lost from soils during high rainfall events (Ongley,
1996). Agricultural practices can affect the extent to which these losses occur: certain grazing regimes,
tillage practices and land drainage for soil improvement can expose soils to erosion; allowing livestock to
graze near watercourses increases risk of material entering the water; and farm infrastructure such as
gates, roads and tracks can form pathways to transport material to streams and rivers. Colour
concentrations in the raw water at the Derg WTW inlet are provided in the catchment management report
and can be as high 400 mg/| Pt/Co and are quite variable, depending on the rainfall pattern (RPS & WRC,
2015). Turbidity information is not mentioned in this report but exceedances have occurred at other NI
WTWs (NI Water, 2015)

Suspended particles can be clumped by coagulation and flocculation processes so that they can then settle
out of the water in a sedimentation process, but removal of some natural organic material requires more
advanced and costly techniques such as advanced oxidation processes (Matilainen & Sillanpaa, 2010).
Raised colour and turbidity in source water may result in higher chemical dose rates being required to
maintain removal efficiencies, and so lead to additional costs in respect to treatment due to increased
chemical requirements and additional sludge production. These are on top of the already elevated costs

4 NI Water: pers comm.
> https://www.water.ie/water-supply/water-quality/parameters/
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incurred for standard colour and turbidity treatment arrangements. WTW operators also face challenges
where there is considerable variation in colour and turbidity parameters, as there is in the Derg.

1.2.3 Other compounding factors

Agriculture is also not the only potential contributor to MCPA, colour and turbidity issues in the Derg
catchment.

e Rush growth can reduce the usefulness of golf courses, amenity and domestic land and
owners/operators of this land could be also using MCPA to control; though it is likely the main
source of MCPA is agricultural.

e Activities surrounding wind farm developments such as site preparation and construction can
expose bare ground and cause compaction, increasing the potential sediment load being
transported to a river body (Maslen Environmental, 2010). Wind farm developments are also
accompanied by some land drainage activity, which can expose bare peat, increase erosion risk
and reduce the water storage capacity upstream, meaning that can cause damage by increased
flows and erosion of the channel and banks.

e There is a large area of land under commercial forestry. Certain silvicultural practices (clear-
felling, afforestation, forest road creation) can also expose soils or create pathways for sediment
transfer.

e Peat extraction activities expose large areas of bare soil which are exposed to erosion and create
large drainage channels by which suspended sediments can easily reach downstream areas.

1.3 Payment for Ecosystem Services

The island of Ireland’s uplands (and in particular its peatland resource) are an important stock of natural
capital from which flow a number of societal benefits or “ecosystem services” (ES) beyond their
agricultural or other commercial value. In a well-maintained state they can provide high quality water,
retain rainfall to mitigate flood surges, store carbon, provide amenity and support biodiversity. These
benefits are examples of public goods®, meaning that they are consumed by society and not solely by any
one individual. Private markets have not evolved to secure the supply of these goods from uplands in the
way that they have for agriculture, forestry and energy products (Jones et al., 2015). In the absence of
strong legislation or other disincentives, activities which unintentionally disrupt or degrade public goods
can proceed without feedback or immediate consequence (Reed et al., 2017)

Much of the island’s upland habitats have been affected by agricultural (drainage, overgrazing, and
conversion to grassland) use or other uses such as commercial forestry and energy production (NPWS,
2013; JNCC, 2011). In a degraded state, upland habitats can become net contributors to diffuse water
pollution and greenhouse gas emissions, as well as being less effective at flood risk mitigation (Labadz et
al., 2010). The EU has introduced and strengthened regulations to control the use of pesticides and
fertilisers’, and the minimum standards of land management for the Basic Payment Scheme (the largest
of the EU rural grants and payments) have also been reinforced. However, where there is a public or

6 The strict definition of public goods is that they are non-rival and non-excludable. Non-rival means one individual
can consume without reducing its availability to another individual. Non-excludable means it is impossible to provide
without it being available for many to enjoy. See Farley & Costanza (2010) for a full exploration of these concepts in
the context of PES.

7 Sustainable Use of Pesticides Directive, Nitrates Directive, Water Framework Directive.
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private demand to go beyond regulation and minimum standards, further persuasion and incentive may
be necessary.

“Payments for Ecosystem Services” (PES) have emerged as a solution to this problem. These are voluntary
agreements between ‘buyers’ (e.g. communities, governments, private institutions) and providers
(typically landholders), where providers commit to land uses or management practices beyond regulatory
standards that improve or secure the provision of certain ES (e.g. improved water quality) for the buyer
(Smith et al., 2013). A financial consideration will typically pass from the buyer to the provider to secure
the service. To the buyer this must reflect in part the value of the service received or expected. To the
provider the payment must compensate for the costs incurred to change management and the income
foregone as a consequence.

To date, PES in Ireland and Northern Ireland has taken the form of agri-environment schemes, Natura
2000 management agreements, and EU LIFE funding where central government and environmental
agencies have acted as the buyer on behalf of the public. These schemes have been either: broad-based
(addressing multiple environmental requirements) such as the Environmental Farming Scheme, GLAS and
their predecessors; or else targeted on specific ecological issues that would otherwise hinder compliance
with the Birds or Habitats Directives. Although recent initiatives such as KerryLIFE and DuhallowLIFE in
Ireland address water quality issues, they do so from the perspective of the Freshwater Pearl Mussel and
the River Blackwater Special Area of Conservation respectively. There has not yet been a voluntary scheme
which explicitly targets agricultural practices from the perspective of improving water quality to secure a
direct public good such as drinking water.

1.4 The Source to Tap Pilot Land Incentive Scheme

Northern Ireland Water (NI Water) and Irish Water (IW) take water from the environment and treat it to
provide wholesome supplies of drinking water to customers. The issues of MCPA, colour and turbidity are
currently addressed in the Derg catchment by removal of pollutants at the WTW but this comes with a
certain challenge and cost associated. An alternative approach is to reduce the flow of pollutant to the
watercourse at source by incentivising farmers to take up different farm or land management practices
above and beyond the regulatory baseline. Such an approach must be able to deliver reduced treatment
costs for the same or better water quality outcomes.

The Source to Tap (StT) consortium is led by NI Water and includes IW, The Rivers Trusts (TRT), AFBI,
Queens University Belfast, and East Border Region. StT has successfully secured funding from the
INTERREG VA programme (INTERREG) to develop a pilot Land Incentive Scheme (LIS) to address these
issues.

The pilot LIS will take a PES type approach where landholders in the catchment on both sides of the border
will be offered financial assistance to take up management and capital items that go above the regulatory
baseline. Although NI Water is the lead in the StT consortium, TRT will operate the LIS and will act as the
intermediary between the landholders and the INTERREG funding body (SEUPB). The Scheme will be
complementary to other land management schemes run by government departments in Northern Ireland
and Ireland.

Receiving funding through INTERREG VA also means that there are some restrictions on the process and
model selected. In particular, the Programme is funded by the European Fund for Regional Development
(ERDF) and by matched government funds. As such, any grant schemes offered to the agricultural sector
through the Programme could constitute State Aid and so must be either:

- registered as a Block Exemption with the European Commission under the terms of Regulation EU
No 702/2014 (The Agricultural Block Exemption Rules — “ABER”); or
- declared as de minimis aid under the terms of Regulation EU No 1408/2013.
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1.5 Example Scheme (INTERREG application)

As part of the application to INTERREG for funding an example draft of the scheme was developed. In this
study this has been used as a starting point, to be scrutinised and edited accordingly. A summary of the
example scheme is as follow.

1.5.1 Farm/Land Eligibility

The pilot LIS is available in the areas identified in the sub-catchment of the Derg system. This will be
selected before the scheme is released, based on water quality analysis and land assessments carried out
by AFBI as part of the catchment characterisation work plan. In year 2 of the project the area may be
extended, subject to uptake and finances. Any land manager who owns land or operates an agricultural
business within the boundaries is eligible to apply for the scheme. A maximum of one application can be
made per farm business. Each farm business will receive a limit of £20k (€28.5k), and no money will be
paid in advance. (Note the exchange rate has changed since the application for funding was made).

Financial support is not available to meet the cost of: regulatory compliance; investment which do not
result in any additional protection or a reduction in the contamination risk of a drinking water source; or
capital works which are already underway. Furthermore, no incentive will be paid if financing has been
received from another source for the same work, nor for investments which increase production capacity

1.5.2 Scheme Components

The items proposed in the example pilot LIS are outlined below.

Land Management

1.1 Water Environment Management Plan N/A 100%
1.2 Technical support from StT Project Officers N/A 100%
Pesticide Control
2.1 Installation of a Pesticide sprayer loading area Variable 75%
2.2 Installation of Biobed Variable 75%
2.3 Installation of Biofilter Variable 75%
2.4 Provision of Pesticide storage unit Standard rate/unit 75%
2.5 Contractor for weed wiping Standard rate/hectare 75%
2.6 Contractor for lime spreading (prerequisite soil Standard rate/sample 75%
analysis)
2.7 Soil analysis (required before lime spreading) Standard rate/sample 75%
2.8 Disposal of unused pesticides N/A 100%
Riparian Buffer Strips
3.1 Stock Fencing Standard rate/metre 75%
3.2 Riparian planting (requires NIEA approval) Variable 75%
3.3 Gate re-location / provision Standard rate/gate 75%
Farm Runoff
4.1 Rainwater harvesting system Variable 75%
Livestock Watering
5.1 Water trough (Inc. base for water trough) Standard rate/trough 75%
5.2 Cattle operated pasture or nose pump with base Standard rate/pump 75%
5.3 Supply pipe Standard rate/metre 75%
Peatland Restoration
6.1 Drain blocking N/A 100%
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1.5.3 Application Process

The example LIS has proposed fixed application deadlines throughout the project for pilot Land Incentive
Scheme applications which must follow this process.

Process:

1. Landowner requests a StT Project Officer (PO), who will help identify what is relevant to be applied
for on the farm.

2. Landowner will submit an application to The Rivers Trust (TRT), who will assign it to an StT PO.

3. The StT PO will visit the farm to review the application and assess how proposed capital items will
protect or improve source water quality within the catchment. In some circumstances it may be
determined that not all capital items in the application are required and in this situation the
application may be financed in part.

4. The compulsory Water Environment Management Plan (WEMP) must be completed by the StT
PO after a farm walk with the farmer and must be completed before consideration is given to any
other item under the incentive scheme.

5. Based on the farm visit and the completed WEMP, a recommendation will be made to the
Incentive Scheme Project Manager, which will make the final decision on the application.

6. The applicant will then receive a letter informing them of the outcome, Applicants that have little
or no benefit to water quality will not be financed. If successful however, the letter will be
accompanied by an information pack containing an acceptance form and details of how to claim.
Payment will be given once the StT PO has reviewed the installed items.

1.5.4 Legalities

The need for Planning Permission, Building Regulations or any other statutory requirements is not
anticipated, however if it does arise it will be the responsibility of the applicant to ensure compliance and
produce evidence of this. Financial support is not available to meet the cost of: regulatory compliance;
investment which do not result in any additional protection or a reduction in the contamination risk of a
drinking water source; or capital works which are already underway. Furthermore, no incentive will be
paid if financing has been received from another source for the same work, nor for investments which
increase production capacity.

1.6 Purpose of this Report

In order to inform the development of the pilot LIS, other water quality PES schemes developed in the
rest of the UK or Ireland have been identified and reviewed in a systematic manner. The focus of this
review is where water utility companies have developed their own scheme. In particular the aim is to
learn from what has worked and what has not so Source to Tap has the best chance to test the PES
approach through the StT pilot.
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2 Methodology

The objective of this exercise was to review existing schemes in the UK and Ireland where water utility
companies have entered voluntary agreements with landholders where financial assistance is provided to
help secure management regimes and fund capital items expected to deliver improvement in water
quality. The review has also considered other agricultural payment schemes which are not funded by
water utility companies but would still secure drinking water quality enhancements, such as agri-
environment schemes. Information was sought on the following topics.

e Scheme Design
e Farm Land Eligibility
e Scheme Components
e Process (Application, Appeals, Legalities)
e Monitoring and Evaluation
e Scheme efficiency
Key research questions were defined by the Source to Tap Project team and are set out in Table 1.

Table 1 Key research questions

Overall scheme 1. Location
design 2. Duration
3. Stage of the scheme
4. Partners
5. Intervention
6. Outcome
Eligibility 1. Eligibility criteria
a. Was there criteria that limited impact?
b. Additional criteria which could have improve effectiveness of the
intervention?
. Equality assessments

2
Scheme 3. Aims
components 4. Habitat
5. Capital Items included
a. Intervention rates —
b. How long was the repayment period? Did this have an impact on the
uptake
c. What was the uptake?
i. What could have improved uptake?
d. Impact of the component?
i. What could have improved the impact?
. Non-capital items included
a. Intervention rates
b. How long was the repayment period? Did this have an impact on the
uptake

()]

c. What was the uptake?
i. What could have improved uptake?
d. Impact of the component?
i. What could have improved the impact
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7. Broader reflection on the components of the scheme from scheme partners.
8. Was there an opportunity for farmers to make a suggestion of what they felt
would work — like a ‘wildcard’ option to put in something unique to their
situation?
Process: 1. Application
a. Was it online, application form or combination?
b. How could the process be improved?
c. How did the process effect impact?
d. Other lessons learned about the process
2. Appeals process
a. How could the process be improved?
b. How did the process effect impact?
Other lessons learned about the process
3. Any legal issues raised?
a. How did the scheme ensure no double counting with other schemes?
Monitoring and 1. Monitoring and evaluation as part of the programme.
evaluation a. What data was collected?
b. How did the monitoring inform the developing programme?
c. What were the restrictions to M and E?
Efficiency 1. Resources used (number of project managers)
2. Costs incurred
3. Co-benefits/indirect benefits (e.g. any other ES delivered, any economic
multiplier effect e.g. job creation etc)
4. Intangible effects. (e.g. any impact on attitudes/perceptions; any new
networks created)
a. What level of support was provided from staff on the ground in terms of
catchment officers?
5. What feedback did the farmers get on the success of their initiatives?

The exercise has considered evidence from a desk-based review, from structured interviews with experts,
a consultation exercise with stakeholders in Dublin and Belfast, and from a field visit conducted by two
ADAS staff to the catchment in November.

2.1 Desk-Based Review

A desk-based analysis was used to collect information in the public domain to respond to the key research
questions. The analysis was limited to schemes:

e within the United Kingdom and Ireland;
e which aim to improve water quality; and
e have taken place in the last ten years.

Data available in academic literature, grey literature and industry data was collected and collated into an
excel database in line with the questions of interest. No formal quality assessment of the information
collected took place; however, major limitations of methodology or discrepancies have been highlighted,
where appropriate, in the discussion.

The spreadsheet was then interrogated to identify knowledge gaps. A considerable amount of the desired
data was commercially sensitive and unpublished leading to significant gaps in the database. Telephone
interviews with internal and external experts were undertaken to fill in the gaps identified where
applicable.
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A total of 53 projects were identified as part of the literature review. The schemes ranged considerably in
terms of their geographical context (upland, lowland), farm system (extensive, intensive), pollutant focus
(nutrients, pesticides), and governance (privately funded PES schemes, RDP-funded agri-environment and
business improvement schemes, as well as Catchment improvement plans). Some schemes also involved
partners from NGOs such as local Rivers Trusts. Each had some applicability to the emerging LIS, but a full
investigation of all 53 projects was beyond the time available. We made a decision to focus the
investigation on a set of schemes which had the most direct relevance to the LIS in terms of geography,
farm systems, pollutants and governance. These are:

e Welsh Water: Weed Wiper Partnership;

e Scottish Water: Sustainable Land Management Incentive Scheme (SLMIS) - replaced by the
Drinking Water Protection Scheme (DWPS);

e Severn Trent: Severn Trent Environmental Protection Scheme (STEPS);

e Department of Agriculture, Environment and Rural Affairs (DAERA): Environmental Farming
Scheme (EFS);

e DAERA: Farm Business Improvement Scheme (FBIS);

e Department of Agriculture, food and the Marine (DAFM): Green Low-Carbon Agri-Environment
Scheme (GLAS).

An overview of each scheme is given in the next sections below.

Unfortunately, it was not possible to include many schemes that involved private water companies in the
more detailed investigation because the information that could be publicly disclosed was insufficient to
carry out analysis against the evaluation criteria. However, information about these schemes collected
through the structured interviews has still informed the scheme design.

2.1.1 Welsh Water: Weed Wiper Partnership

Welsh Water has been running an innovative campaign, The Weed Wiper Partnership, which aims to
protect local drinking water sources from grassland herbicides used within the River Teifi and Upper River
Wye catchment areas in 2015.

The trial was developed following investigations, which took place upstream of the Llechryd Water
Treatment Works in 2013 and 2014, which found that MCPA was being used for controlling weeds like the
Common Soft Rush. There had been an increase in Common Soft Rush following wet weather, which is a
favourable condition for rushes to grow. To control infestations of Common Rush, Welsh Water has
devised a Rush Hierarchy which follows four stages of management for control of the rushes. This involves
reviewing the need for management, understanding the causes of their growth, aiming to solve the issue
by creating conditions that prohibit growth and finally, handling rushes by effective treatment (e.g. weed
wiping).

2.1.2  Scottish Water: Sustainable Land Management Incentive Scheme (SLMIS)

Scottish Water developed a Land Management Incentive Scheme which aims to incentivise land managers
to take measures that improve water quality. The actions are above the regulatory baseline and incentives
are provided in the form of financial support for equipment and management plans. Scottish Water
recognised that an improvement in water quality at source would lead to reduced treatment
requirements and associated costs at the water treatment stage. The scheme has recently been
reprogrammed and relaunched as the Drinking Water Protection Scheme (DWPS).

2.1.3 Severn Trent: Severn Trent Environmental Protection Scheme (STEPS)

The Severn Trent Environmental Protection Scheme (STEPS) provides grants of up to £5000 for
infrastructure improvement and land management changes in Severn Trent Water target areas. The
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project aims to protect and improve watercourses by supporting landowners to take measures which go
above and beyond good agricultural practice. Landowners involvement is voluntary and are eligible to
receive a fixed grant price per item, which represents an estimated 50% of the total cost of the capital
and land management items.

The scheme is funded by Severn Trent Water and is administered on the ground by local agricultural
advisors who provide practical advice and help with the application process. Applications are prioritised
using a set of criteria including, perceived water quality impact and location of the farm.

2.1.4 DAERA: Environmental Farming Scheme (EFS)

The NI RDP 2014-2020 includes a range of measures for agricultural land to address Priority Area 4B
(Improving water management, including fertiliser and pesticide management). The bulk of the
programming in this area is through the Environmental Farming Scheme (EFS), which includes
management options programmed under Measure 10 (agri-environment climate) and non-productive
investments (capital items) programmed under Measure 4.4. Knowledge transfer and advisory services
that relate to the EFS are programmed under Measures 1 and 2 respectively.

The EFSis a tiered system with a Higher Level (EFS-H) targeting land in Natura 2000 (Tier 1), Area of Special
Scientific Interest (ASSl), and other land designated as a Priority Habitat or Species site. EFS-W covers
eligible land that does not qualify in either of the EFS-H tiers. There is also a Group level scheme (EFS-G)
which supports coordinated cooperative applications by groups of farmers in specific areas (e.g.
commonages, catchments) but each farmer within the Group will receive their own EFS agreement.

EFS-H is a ‘whole farm’ scheme with respect to the designated land under management — so actions must
be taken up on all the designated land. EFS-H agreements are covered by a site-specific Remedial
Management Plan (ssRMP) which must be prepared by an independent external planner. EFS-W is a
parcel-level scheme, so actions are applicable only to the parcel on which they have been selected.
Farmers select the options themselves as part of their application with certain limitations/caveats.

Agreements are normally 5 consecutive years, but some include a retention period of 10-15 years during
which features created must be retained (but farmer can still claim BPS). Aid for capital items is provided
at 100% of eligible costs.

2.1.5 DAERA: Farm Business Improvement Scheme (FBIS)

The Farm Business Improvement Scheme (FBIS) programmed under RDP Measure 4.1 (support for
investments in agricultural holdings) includes grants for capital items that improve the overall
performance and sustainability of the agricultural holding. The scheme is administered by Countryside
Services Ltd on behalf of DAERA

The FBIS has two tiers. Tier 1 is designed to support farm sustainability and provides a grant to purchase
equipment and machinery from a pre-defined list of eligible items. Aid is available at 40% of eligible
project costs and grants can be between £5,000 and £30,000. Tier 2 supports farm transformation and
provides grants for larger projects exceeding £30,000 in value. Only the items in Tier 1 are likely to be of
relevance to the LIS. At the current time, relevant items offered under FBIS include rainwater harvesting
tanks, reed control mulchers and vehicle mounted weed-wipers, but the RDP potentially allows for a wider
range of pesticide-related items to be programmed under this Measure.

2.1.6 DAFM: Green Low-Carbon Agri-Environment Scheme (GLAS)

Ireland’s RDP 2014-2020 includes a range of measures for agricultural land to address Priority Area 4B
(Improving water management, including fertiliser and pesticide management). All programming in this
area is through the Green Low-Carbon Agri-Environment Scheme (GLAS), which includes management
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options programmed under Measure 10 (agri-environment climate) and non-productive investments
(capital items) programmed under Measure 4.4. Knowledge transfer and advisory services that relate to
the EFS are programmed under Measures 1 and 2 respectively.

The RDP does programme under Measure 4.1 (support for investments in agricultural holdings) in its
Targeted Agricultural Modernisation Scheme 2 — TAMS2. However, the focus of funding in terms of
environmental and climate change issues in TAMS?2 is directed at nutrient management, rather than issues
relating to pesticide and sediment losses.

GLAS is a tiered system with decreasing order of priority.

- Tier 1, comprising “Priority Environmental Assets” (i.e. vulnerable landscapes, habitats, bird species,
high status watercourse) and a set of “Priority Environmental Actions” for those farmers who have
the assets. Focus on farmland birds and climate change mitigation. Tier 1a includes those with high
status water area.

- Tier 2, focusing on water quality (protection of pre-determined vulnerable water courses). Farmers
can also take up other complementary actions addressing other issues. Tier 2a includes farmers
whose lands include a vulnerable water area.

- Tier 3. A suite of complementary actions applying more generically that can be taken up by Tier 1 or
Tier 2 or even by themselves.

Underlying all of these are some core management requirements, including nutrient management
planning, training in environmental practices and standards, and record keeping of actions delivered.

GLAS is structured as a package where a series of eligible options are combined into a package and
agreements are normally a minimum of 5 consecutive years. All applications must be prepared by an
approved agricultural planner. Three tranches have already been opened. Aid intensity for capital items
is available at 100% of eligible costs.

2.1.7 Other Schemes

A full list of all the schemes identified and their characteristics is available in Table 13 located at Appendix
1. Information gathered on schemes other than the highlighted six is more cursory, but it has been
considered as part of the literature review and used where relevant.

2.2 Expertinterviews

Qualitative evidence with indirect indicators of the success of schemes were used to answer some of the
key research questions. Internal and external experts were interviewed using differing interview guides,
appendix 3. All interviews were conducted via telephone using a conversational approach. The interview
guide included sections on:

e scheme components;

o eligibility;

e the application process;

e |egalities; and

e monitoring and evaluation.

The interviewer used their discretion to ask the appropriate questions and not all questions were asked
to all experts. The telephone conversations lasted between 45 minutes and 75 minutes. Interviews were
voluntary and completed as far as possible at the interviewee’s convenience. An initial question was asked
to identify relevant experience, the list in the table below is not exhaustive.

Experts interviewed to date are:
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Table 2: List of Experts Interviewed

Rebecca Jones

Charles Bentley

Greg Hughes

Mel Holloway

Chloe Palmer

Zoe Frogbrook

Clare Bullen

Andrew Walker

Dinah Hillier

Brendan
Dunford

ADAS

ADAS

ADAS

ADAS

The
Trust

Rivers

Scottish Water

United Utilities

Yorkshire
Water

Thames Water

Burren
Programme

Measuring a baseline for a Welsh Water scheme.
Offset scheme for First Milk.
Case studies for Pembrokeshire coastal forum.

RDPE better resilience through catchments.

25 years working in environment protection and water resource.
Worked with Wessex Water on their maize charter.

Worked to develop reverse auction.

Pesticide Modelling

Worked with UKWIR to generate a system of mitigation across all
water schemes and companies. Ensuring consistency. Included
every field in England and Wales. 2 catchments in Scotland and all
in NI. Field level risk. Soil type, topology and water.

Worked with Severn Trent water.

Worked with South East water (Sussex Ouse) — modelling impact
of intervention (uptake necessary).

Worked with Anglian water as an external peer review.
Provides advice to farm and landowners about water quality (80%
CSF. 20% farmers directly asking for advice).

Worked with Anglian water and Essex and Suffolk water —
delivering direct advice and workshops to farmers on relevant
schemes.

Oversee the Rivers Trust input to the STEPS project by Severn
Trent Water.

Independent work for herself on biodiversity/water, as a Farmer’s
Guardian writer, and on the Farm Advice Framework for CSF—
Yorkshire and Humber.

Involved in schemes pre-Scottish Water.

Helped develop GLASTIR 2010-2011 and options for water
Joined Scottish Water’s existing scheme SLIMIS.

Currently works on Scottish Waters DWPS.

Involved in the SCAMP project which has been running for 15
years.

Catchment strategy manager for Yorkshire Water.
Catchment control Manager for Thames Water.

Programme Manager Burren Programme.
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Patrick McGurn  AranlLife Project Manager Aran Life

Alistair Maltby The Rivers Operations Director. Considerable experience with land incentive
Trust schemes intermediated by the Rivers Trust, including directly
overseeing projects delivered by Rivers Trust (North) as its

Director.

Contact was made with a wider pool of experts from other organisations. However, many potential
interviewees were unable to commit to a telephone conversation within the restricted time window to
complete the exercise. Jack Spees (Rivers Trust) and Katherine Filby (Severn Trent Water) provided
comments via email.

2.3 Consultation Events and Field Visit

Two stakeholder consultation events were held in November 2017 in Belfast and Dublin to capture the
views of stakeholders in both Northern Ireland and Ireland. This aimed to include representatives from
government, environment agencies and farmers’ associations to ensure a balanced representation of
stakeholders in the room. The Source to Tap team also attended the events to provide information and
answer technical questions on the project.

The format of the events was designed to be conversational to allow participants time to discuss the
scheme with each other and with members of the Source to Tap project team. Discussions were held on
various aspects of the scheme, including: Farm eligibility, Eligible items, Intervention Rates, Application
Process, Controls and Legal, Documentation, Monitoring / Evaluation and Efficiency. Topics were
introduced by ADAS and then questions, and prompts were used to encourage discussion on each area.
Notes were taken and the events were recorded to support accuracy in the write up.

A full report on the consultation events is available as a separate report. Relevant information from that
report has been incorporated into the analysis in the sections which follow.

A field visit to the catchment was also undertaken by two ADAS staff (Mike Image, Rebecca Jones)
immediately after the Dublin event. TRT project officers drove the ADAS staff on a planned route around
the catchment which demonstrated the variety of land uses, practices, topography, and hydrology.
Weather conditions on the day and previous evening had been extremely wet. This limited the scope of
any on the ground investigation but served to highlight the catchment hydrology and source-receptor
pathways that may have been not transparent in drier conditions.
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3 Scheme Design

In this section we discuss the data collected on the key details of the schemes, including the evidence
behind scheme design.

3.1 Desk-Based Review

The combined literature on scheme design found several common themes that are important to consider
when designing a scheme. These fit into four themes:

e Actions-based vs. outcome-based schemes

e Targeting and project selection
o Objective and transparent process to select and assess projects
o Importance of walkover surveys to identify specific locations

Monitoring and evaluation
o Need for projects to demonstrate additionality, value for money and a degree of certainty
o Need for a monitoring and evaluation programme to assess effectiveness and impact

e Engagement

o Holding a stakeholder workshop for initial and ongoing engagement, alongside
feasibility/appetite of a PES scheme
Engagement with community to look at public attitudes
Clear communication so that tangible and meaningful results can be understood by a
layperson

Actions or Outcomes

Actions-based schemes pay landholders according to the outputs delivered (e.g. length of fencing
installed, use of a weed-wiper). An outcome-based design would provide a payment to the farmer
dependent on how much the actions actually limit water pollution (i.e. reductions in sediment or pesticide
entering the watercourse).

The outcome-based approach would have the advantage that payments are only made where pollution
is reduced that would otherwise have occurred. In theory, if the avoided costs of end-of-pipe treatment
are higher than the costs of on-farm action then there should be a surplus that can be distributed to
farmers in the scheme. This could encourage greater participation and act as an incentive to keep assets
well maintained. However, there may be operational difficulties with this approach, such as the need for
technology to monitor the individual contribution of a farmer on water quality and the attribution of
impact to individual actions (CSERGE & Westcountry Rivers Trust, 2013). This is particularly challenging as
water pollution from agricultural land is not just the result of landholder actions, but also reflects other
processes beyond the farmer’s control such as weather events and topography. Moreover, the pollution
abatement effect of some actions such as riparian buffers can take a long time to be realised. Such
unpredictable and deferred payments could discourage participation.

Actions-based schemes have the advantage that landholders have clear sight of the cashflow profile and
avoid complex and potential costly benefit attribution exercises. However, they rely on the assumption
that any capital or management items will be correctly installed and maintained, without necessarily any
further economic incentive. This poses a risk to the buyer, and although contracts may offer a legal redress
in the case of non-performance, in practice enforcement could be costly.

All the highlighted schemes are actions-based, as are all the non-highlighted schemes where the primary
objective is water quality. In part the reason for an actions-only approach seems to be due to the difficultly
of determining actual change in pollutant load as a direct result of the land management intervention,

27



whilst allowing for factors beyond the farmer’s control. But, in the case of government-backed schemes
(Scottish Water, DAERA and DAFM) this also reflects a restriction in the State Aid and RDP rules that limits
payments to a proportion of costs incurred and income forgone. Therefore, even if end-of-pipe costs
avoided were higher than on-farm costs incurred, the scheme cannot pay that surplus to farmers. Some
schemes (GLAS, Burren) that are using public money work within this restriction by making an initial
payment followed by a series of deferred payments. The total that is paid out does not exceed costs
incurred or income forgone, but the fact that some payment is withheld subject to monitoring provides
incentive for better compliance. In GLAS, the payment stream is a fixed proportion per annum over 5
years assuming farms are compliant. In the Burren scheme, the deferred payment is based on a visual
habitat assessment with a graded scale based on the habitat quality achieved (BLP, 2015).

Targeting

This is discussed in the section on scheme process (Section 6).
Monitoring and Evaluation

This is discussed in the section on monitoring and evaluation (Section 7).
Engagement

Another key theme identified in the literature was the importance and impact of stakeholder workshops
for initial and ongoing engagement (RSPB, 2013b; Smith et al., 2013). This was important to assess the
feasibility and appetite for a PES scheme at the start, but also for ongoing engagement amongst
participants and buyers. This also ties in with the need for engagement within the local community to
understand the public perception of the scheme.

Further, communication and language used in the scheme plays a key role in its success. It is stated that
having clear, tangible outcomes is important for the success of the scheme. Additionally, being able to
share these outcomes in plain English is important for the buy-in of both buyers and sellers.

“This approach was strongly underpinned by initial feedback from stakeholder engagement which
highlighted the importance of having tangible, meaningful results that could be readily interpreted and
understood by the layman.”

Quotation 1: Holinicote Estate (National Trust, Penny Anderson Associates):

Some schemes have paid farmers for their participation in scheme aspects not directly related to on the
ground action, such as participating in an auction or a feedback survey. Such incentives may support the
recruitment of farmers into a scheme and also increase ongoing engagement and participation in a
scheme (CSERGE & Westcountry Rivers Trust, 2013).

3.2 ExpertInterviews

Discussions with expert interviews offered expert advice on how a scheme should be designed and
implemented.

Most experts interviewed emphasised the necessity for ensuring enough time to engage with
stakeholders and farmers to encourage uptake of the scheme. It was felt this was critical at the promotion
stage, but also important in feeding back information on the success of the scheme and showcasing the
outcomes of the scheme. Face to face communication was also considered as vital to encourage both
understanding around the scheme and uptake. A stakeholder noted that this kind of communication is
important to allow potential applicants to ask questions and air any concerns they may have about being
part of the scheme.
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“There is no substitute for running events to promote the scheme..... Giving opportunities to for farmers
to ask questions.”

Throughout the interviews experts made comment on keeping projects as simple, clear and as easy as
possible for farmers to understand and engage with.

There was a large emphasis as part of several interviews of making sure the LIS was working as part of a
wider project. A water company expert who had been successful at delivering change within their
catchment had a strong belief in engaging with stakeholders who had different targets for the same piece
of land and emphasised the importance of wider stakeholder engagement. In other words, operators
should not just be seeking to address the use of MCPA but should be active in conversations with relevant
government departments on the range of reasons why rush removal was important to landholders.

Experts differed in their views on whether payments should be staged or upfront. Some felt that a
deferred payment system provided more confidence to the scheme operator that items funded would be
managed and maintained to desired levels over time. Others felt that such an approach may present
farmers with a cashflow problem and could deter would-be applicants. The merits of either route may
depend on how important maintenance of an asset or ongoing management is to achieve the objectives
of the scheme. The Burren is a biodiversity-focussed scheme and the focus is more on management
regimes rather than capital items.

3.3 Implications for the LIS

The requirement of the scheme to be registered under Agricultural Block Exemption Rules® means that
under the terms of Article 14(6), the funding available is limited to the costs of capital items only. This
inherently rules out an outcome-based scheme.

However, the Burren and GLAS examples demonstrate that an action-based scheme need not necessarily
pay farmers all their costs upfront, and that a deferred payment scale is possible as a means to incentivise
better compliance. There may be additional benefits to the scheme operator (TRT) in deferring payments
as it reduces the need for enforcement of legal contracts with landholders. However, this may risk
deterring potential applicants due to cashflow issues.

The original draft LIS discusses having an initial stakeholder engagement process. The evidence supports
this but also suggests that this needs to be maintained during the entire scheme.

We therefore recommend the following for the LIS

e The LIS must be action rather than outcome based.

e The StT partnership should consider whether a deferred payment structure would be
appropriate in the Derg catchment.

e Stakeholder engagement should be conducted throughout the lifetime of the project.

8 Commission Regulation EU No 702/2014
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4  Farm/Land Eligibility

This section covers eligibility criteria. This includes criteria on the farmer, farm and farm practices.
4.1 Desk-Based Review

The literature review uncovered several different eligibility criteria for schemes that encourage a change
in land management to improve water quality within a catchment. A full table of criteria identified can be
found in Appendix 2. It must be recognised that the criteria were identified using publicly available
sources and it is likely the list is non-exhaustive and is not statistically robust. However, the process has
identified some key eligibility criteria categories which can be used as part of the development of the
Source to Tap LIS.

Eligibility Category
Must be within the catchment

Must be an active farmer

Must have the appropriate environment
Minimum area

Can provide the desired ecosystem outcome
Length of agreement

Must comply with good practice

Must comply with relevant legislation

Must not double funding

Must Inform of change

Must not Invest in works that have already begun
Maximum area

Maximum finance per farmer
Non-transferable contracts

Must Provide evidence

For the schemes analysed the most common criteria are: must be within the catchment, must be an active
farmer, must have an appropriate environment and a minimum area. From the review of information in
the public domain, eligibility criteria should, as a minimum, include being within the catchment and being
able to provide the ecosystem service.

Criteria such as being within the catchment, having the appropriate environment, being able to provide
the ecosystem service are obvious for effective targeting and need no further justification. Similarly,
compliance, double funding, change informing and non-transferability criteria are there to protect the
buyer’s interest to ensure the money is being used correctly. All schemes investigated only target active
farmers. This is partly so that the publicly funded schemes only need to comply with one set of Block
Exemption rules but is also because active farmers would all be claiming the Basic Payment Scheme. This
provides some certainty around the regulatory baseline because, in theory, claimants are operating within
the rules of Cross-Compliance. A maximum area criterion is generally applied to ensure that area-based
payments do not disproportionately favour larger farms, whilst minimum area criteria helps improve the
efficiency of applications where schemes are very popular.

4.1.1 Welsh Water WWP

Best practice of rush management was available to everyone; however, the weed wiper trial was only
originally available to farmers located within the two catchment areas of the River Teifi and Upper River
Woye. This has now been extended to include a third catchment River Towy.
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4.1.2 Scottish Water DWPS

Scottish Water contact eligible farmers (based on their geographic location within one of the priority
catchments identified as having certain pressures from diffuse pollution). The farm is visited, and water
quality risks and potential items are discussed. Proposals are assessed and farms which are able to deliver
the greatest improvements in terms of water quality are prioritised.

The maximum annual financing is £20,000 annually and could be provided directly to the contractors.
Land managers had to obtain any necessary planning or consents and abide by any relevant statutory
requirements (e.g. Building Regulations).

Financial support was not available to meet the cost of:

e repair of broken or damaged existing static or mobile equipment;

e investments which do not result in any additional protection of a drinking water source;
e capital works which are already underway;

e meeting regulatory compliance.

The incentive will not be paid if financing has already been received from another source for the same
work. No financial support will be made for investments that increase production capacity.

4.1.3 Severn Trent STEPS

The scheme is competitive so applicants will be subject to scoring to qualify to take part in STEPS. The
scoring system includes:

e Inclusion of a high priority measure addressing the catchment’s primary issues.

e Prior engagement with a Severn Trent (ST) agricultural advisor to discuss their STEPS application.

e Farm has signed up for a Severn Trent Metaldehyde Scheme (FaPCW or Product Substitution).

e Ifthe farmis not eligible for the metaldehyde schemes but has taken part in other STW initiatives
e.g. soil sampling points will be awarded.

e Attendance at Severn Trent workshops over previous years.

e Location of farm within catchment.

There are a number of criteria which should be complied with in order to qualify for the scheme, however
the basic requirements include the following: Farms must be located within a Severn Trent Water drinking
water abstraction catchment and/or one of the Severn Trent priority protection zones around drinking
water boreholes; the farm must consist of a minimum of 5 hectares of arable land or 3 ha of grassland,
which can either be owned or leased (the lease must run until the end of the five year STEPS agreement);
and a minimum level of farming activity must be displayed.

STEPS will pay a fixed grant price per item, as shown in the handbook, up to a maximum of £5000.
4.1.4 DAERAEFS

Basic eligibility conditions relate back to RDP Regulation (being an active farmer and claiming BPS). Further
points of note are:

e Atafarm level, must have at least 3ha of eligible land. At a parcel level, EFS-H agreements are
only possible if parcels exceed 0.1ha or at least 10% of field area.

e Commonage/shared grazing on LPIS is not eligible.

e Land that would be committed to legacy agri-environment schemes or management activities
funded by other sources is not eligible for EFS.

e However, land in EFS remains eligible for Pillar | claims unless specified otherwise.

e EFS is not allowed to fund works that are a pre-requisite of planning permission or works
required as remediation.
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e Consent/permission required for work at/adjacent to designated site, historic monument,
Public Right of Way, drainage/reclamation work, or alongside a road / field boundary.

The minimum size requirements are probably not relevant to the LIS. The non-eligibility of farmers for
EFS if they take up management items being funded outside the scheme makes the inclusion of similar
management items challenging but if the LIS only includes capital items then this probably not of concern.
Watercourse stabilisation and riparian buffers are management options with a capital item element. It is
logical that farmers should not be able to claim from EFS and LIS for the same fencing and buffer strip.
Presumably there are no issues if the fencing and buffer strips funded under LIS are distinct. A bigger issue
perhaps for riparian buffers under LIS is whether land would still qualify for BPS. Land which is ineligible
for BPS includes rock and scree, roads, tracks, paths and hard standings, houses and garden sites, water
features, dense vegetative cover, marsh and trees. This may need to be checked with DAERA. It is also
logical that EFS should not fund mandatory planning / legal requirements and similar provisions may need
to be in force for LIS. Consenting rules should be the same, though we should consider the appropriate
process.

4.1.5 DAERAFBIS
Applicants must have:

- A DAERA Category 1 business ID

- Have completed a Making it Safer Self-Assessment

- have completed an application form which includes high level question about proposed project
and business outcomes

- Have a letter of support from a bank or other lending institution confirming they have access to
sufficient funds to complete the project.

A points-based system applies with young farmers earning extra selection criteria points.
4.1.6 DAFM GLAS

GLAS applicants must be holder of an active herd number with herd owner status, and all land farmed
must be declared in IACS. If they are in a legacy agri-environment scheme they are entitled to apply but
must have exited that scheme by the time the GLAS agreement would be due to start. The current tranche
(3) is not open to those who have applied in previous rounds. Farmers who are in the NPWS'’s Farm Plan
Scheme can apply but cannot draw payment on both schemes. Those who are in LIFE schemes with similar
objectives are eligible to apply but GLAS payments will be reduced accordingly. Those who are in the
Bioenergy Scheme are not eligible.

4.2 Expertinterviews

Experts were given the current eligibility criteria set out in the example scheme produced for the
INTERREG funding application. The current draft of the pilot LIS includes the following eligibility criteria:

e Will not invest in projects that do not reduce or protect contamination risk of a drinking water
source.

e The project must be within the catchment.

e Will not finance capital works that are already underway.

e  Will not finance regulatory compliance.

e Any Land Manager who owns land or operates an agricultural business can apply.

e Limitto £20,000 for entire programme.

e Maximum one application.
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Most experts consulted in the telephone interviews felt the project type and catchment location above
criteria were fair. However, some stressed that it was important to ensure the catchment is well defined
and it is clear that the project must be within the catchment, not just the farm. Furthermore, they felt
that displacement should be taken into account and including land outside of the catchment as part of
the Water Environment Plans should be considered. In the STEPS project, capital items were only placed
in areas within the catchment, however, environmental plans could include land outside of the catchment
area if requested.

All other eligibility criteria received a mixed critique. Key themes and discussion points on the remaining
criteria have been outlined below:

Criteria: Will not finance capital works that are already underway.

Most experts saw this as a standard term, however, some flexibility within the criteria would be positive.
For example, if capital items were already in place or if capital works had begun but an extension of that
project would provide a positive outcome for water quality, this should be considered. It was felt by the
experts that the added flexibility did not need to be explicit as part of the eligibility criteria, but something
of which on farm project officers should be made aware.

Additionally, an ADAS expert and a water company expert identified the necessity to understand the
seasonality of agreements. For example, if a farmer is waiting for a decision and the capital items could
not be erected in wet weather, a subsequent delay heading into winter may lead to pre-decision early
erection of capital items. Timelines must be clear and adhered to,

“You must be clear on your timelines and how long it will take to make a decision; and it is important
that in-house timings are kept on track.”

Quotation 2 Importance of timing

Criteria: Will not finance regulatory compliance.

All experts who made comment on this criterion felt that it was a standard term. However, the majority
felt there were a couple of judgment calls to be made on farms which did not meet regulatory compliance.
The first judgement was on what areas of farm compliance would be applicable. Where other schemes
had this criterion, they would focus on compliance which was in line with the scheme. For example, for
our scheme where water quality is the target if the farm was compliant with all legislation that had an
impact on water quality they would meet this eligibility criteria. The project team would not be looking or
judging on other regulatory compliance, such as animal welfare. Several experts interviewed made
comment that this is covered in their schemes by offering no eligible items that could help a farm meet
compliance.

The experts had diverse views on the second judgement, reporting non-compliance. Broadly three
different approaches were taken:

1. Non-compliance reported to relevant authorities.
Non-compliance discussed with farmer, so they are given an opportunity to improve. If they do
not improve, they are reported to the relevant authorities.

3. The farmer is not reported to the relevant authorities.

Experts tended to have quite a strong standpoint with some feeling that no compliance should be
reported as farmers are subject to checks. Others felt that by reporting to authorities it undermined the
relationship and trust with the farming community, and it could impact uptake and outcomes. A further
question is whether observed non-compliance would automatically preclude farmers from the scheme.
In some private water company led schemes, operators seem to be prepared to fund below the regulatory
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baseline if they feel that there is insufficient enforcement of the rules and the alternative is higher
treatment costs at end-of-pipe. The LIS would not have this flexibility due to the State Aid rules under
which it must operate, but this may not be a hurdle if the non-compliance is not related to the particular
issue that the funded item would address.

Criteria: Any Land Manager who owns land or operates an agricultural business can apply.

All experts who discussed this criterion felt this was a standard condition. One expert felt that there was
no need to further qualify the definition and restrict the scheme to active farmers only.

Interviews revealed mixed views on whether the farmer renting the land should be eligible to enter the
scheme if the scheme period is longer than the rental agreement. Several schemes include eligibility
criteria to exclude those where a rental period is shorter than the scheme. In the Scottish scheme SLMIS,
the signature of the landlord was needed if the term of the contract exceeded the length of the tenancy.
The conacre situation is unique and was not a matter where experts felt qualified to comment.

Criteria: Limit to £20,000 for entire programme.

This is in line with some of the more generous schemes available on an overall basis, but as there is only
likely to be a short application period, the funding is high on an annual basis (which is generally around
the £5,000 mark). No concerns were raised about this criterion in the telephone interviews, but attendees
at the stakeholder consultation did question whether it would be too generous. In the most extreme
scenario, this would restrict the scheme to just 60 farmers. Given the proposed application process
(where TRT facilitates applications), this extreme scenario is perhaps unlikely but TRT should be aware of
the risk.

Criteria: Maximum one application per farm business.

Where data was collected no other scheme had a restriction on the number of applications made if the
scheme was over several years. In these schemes the one application limit has been an annual limit. Most
experts had a relatively negative opinion of this criteria. It was felt it was limiting for the applicant. An
applicant may not feel confident in putting in a large application to include all recommendations if they
have no experience of the scheme previously. Additionally, the applicant may not be able to afford to
secure the match funding or be able to pay out the full £20,000 due to cash flow issues.

An ADAS expert outlined the importance for clarity around how a “farm business” will be defined. For
example, if it is based on the individual farm holding or the farm business (which might comprise several
holdings). The rules for multiple holdings and joint applications are very clearly defined in RDP funded
schemes but this criterion is not explicitly mentioned in water company led schemes, but this may be of
limited material concern.

4.3 Consultation Events

Where land is rented stakeholders suggested that gaining consent from both the farmer and the
landowner would be difficult as the landowner may be older and in a nursing home making contact
challenging. Further, the level of Conacre land is relatively high which may affect the ability to gain consent
for an extended period of time.

Stakeholders noted that other land uses might be responsible for high levels of MCPA. TRT confirmed that,
although not part of the LIS scheme, various land use activities would be targeted as part of the wider
Source to Tap Programme. Further, it was deemed important by both stakeholder groups to target
farmers who could most improve the environmental outcomes. Again, TRT explained that this criterion
would be built into the process to ensure measures which have the greatest impact on water quality
would be targeted first. This is discussed further in Section 6.
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4.4 Implications for the LIS

The rules for eligibility are already reasonably well defined and StT need only consider some minor
adjustments to the criteria. For land on the catchment boundary, we would recommend giving the scheme
operator some flexibility in decision-making as this reflects expert opinion and what we see in some other
schemes. The farmer need not probably comply with the active farmer definition but should at least be
able to demonstrate a minimum level of agricultural activity on the holding.

Of greater importance is the need for the contract to be signed by the person(s) with formal land use
rights for the entire duration of the contract. This means that the landowner as well as the actual farmer
would need to sign if the land is tenanted and the duration of the tenancy is shorter than the contract.
For farms in Conacre, where there is no formal tenancy agreement there seems no solution other than
the actual landowner themselves signing the contract and being responsible for the items and the money.
Whether this is practicable within the catchment would need to be established through engagement.

Given the mixed feedback on the £20,000 limit there seems no strong reason to lower it. However, we
would recommend that more than one application be allowed from the same farm. Applicants may be
initially cautious, but if the first year of activity and funding proceeds smoothly they will be more willing
to extend the scheme to other parts of their farm business.

The scheme cannot support activities that go above and beyond regulatory compliance as this is a
requirement of the State Aid rules. Project officers should be aware of minimum legal and regulatory
standards and be mindful in the drawing up of the WEMP for individual farms. However, visits to farms
and farm information collected should be treated in the strictest confidence and not disclosed.

We would therefore recommend that the first draft eligibility criteria for the Source to Tap scheme are
updated to:

e Applications should be from agricultural holdings within the catchment; where not all of a single
holding falls within the catchment the Rivers Trust will advise.

e Applicants must have land use rights for the holding for the entire duration of the contract.
Where land is rented and the term of the tenancy is shorter than the contract, the landowner
must also sign.

e The scheme will not finance capital works that are already underway.

e The scheme will not finance regulatory compliance and information provided to Project Officers
will be treated in the strictest confidence.

e The scheme will not invest in projects that do not reduce or protect contamination risk of a
drinking water source

e Applicants may make more than one application to the scheme (but obviously not for the same
item).

e There will be a limit of £20,000 per holding for the entire programme.
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5 Scheme Components

The data collected included information on; capital items, non-capital items and intervention rates.
5.1 Desk-Based Review

Unsurprisingly the components of the different schemes varied widely. Not all the information was
available publicly due to a number of the project owners also owning the land which was improved.
Additionally, several of the projects involved one-to-one negotiations and reverse auctions which are
commercially sensitive. Appendix 2: Characteristics of PES schemes reviewed

Table 14 (see Appendix) provides a list of capital items included in the different pilot projects. Table 15
(see Appendix) provides a list of non-capital items included in the different pilot projects. The literature
review was limited to projects that included water quality, however, not all of the items are applicable to
reducing MCPA levels and improving the colour and turbidity of the water as projects were often much
broader.

Within the projects evaluated, intervention rates varied from 50% to over 100%. Different deliberations
are necessary for individual projects including amount of funds available, the funders and the desired
uptake rate. However, a common finding is that where the incentive has been high, projects have achieved
the highest uptake. Indeed, some schemes such as Anglian Water’s “Slug it Out” project have achieved
100% uptake in certain areas.

The Source to Tap initial example scheme used the SLMIS scheme from Scottish Water as a template which
had intervention rates of 50% and 75% intervention rates for LFA farms. This scheme has now been
replaced with Drinking Water Protection Scheme (DWPS) which has intervention rates of 100%.

5.1.1 Welsh Water WWP

Welsh Water offered 100% free hire of weed wiper. Farmers purchased their own glyphosate the pesticide
used in conjunction with the weed wipers.

5.1.2  Scottish Water DWPS
Below is a list of the items which are eligible under the DWPS scheme.

Table 3: DWPS Scheme Components

Land Management

1.1 Nutrient Management Plan Circa £1,100

Pesticide Control

2.1 Substituting Metaldehyde with Ferric Negotiable
phosphate

2.2 Pesticide Spraying Loading Area Negotiable

2.3 Biobed Negotiable

2.4 Biofilter Negotiable

Stock fencing

3.1 Stock fencing £5.50 per m

3.2 Scare Fencing £2.46 perm

Livestock watering

4.1 Water trough £195 per trough
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4.2 Base for water trough £100 per base

4.3 Base for water trough £375 per pasture pump

4.4 Supply pipe £3 perm

4.5 Water pump system Negotiable

4.6 Water storage tanks Negotiable

4.7 Thrust boring for supply pipes Negotiable

4.8 Mains connection to water pipe Negotiable

Field Management

5.1 Loosen compacted soil layers Negotiable

5.2 Cultivate and drill along the slope £15 per hectare
contour

53 Manage over-winter tramlines £10 per hectare

Reducing surface flow

6.1 Gate re-allocation £230 per gate

6.2 Re-surfacing of gateways £150 per gateway
6.3 Cross drains under farm tracks £140 per drain
6.4 Grass swales £21.75 per m?

6.5 Check dams £110 per dam
Peatland Restoration

7.1 Drain blocking Negotiable

7.2 Application of nurse crop Negotiable

7.3 Heather brash spreading Negotiable

All items are available at an aid intensity of up to 100%. The scheme is registered under the ABER rules as
supporting investments which result in extra costs to the farmer for the achievement of agri-
environmental climate initiatives. This level of support is permissible under the terms of Article 14(3)(d)
and Article 14(14) of those regulations. Advice is limited to €1,500 per advice per farm under ABER, so
the value of the advice can vary slightly with exchange rates.

Where item prices are specified it means that the item is provided at a unit cost. This greatly facilitates
the application process for simpler, lower value per unit items as farmers do not need to go through a
procurement exercise. Rates are set as “negotiable” for other activities because Scottish Water found that
the costs of items and labour varied considerably across the six catchments, so a procurement process
was deemed to be fairer to farmers and offer better value for money to the operator.

The components of the DWPS contrast with those available in the previous SMLIS, which is shown in Table
4. The original scheme was registered under the equivalent category of the previous Block Exemption
rules (Commission Regulation EC 1857/2006). The eligible items are largely the same. The item
“Reimbursement of Costs” was available under de minimis funding to compensate applicants for fees
incurred in relation to planning permission. It was dropped when the scheme was upgraded to the DWPS
as Scottish Water found the de minimis element too complex to administer.

Table 4: SLMIS Scheme Components

Land Management

1.1 Water Environment Management Plan £1,500 (maximum cost) 100%
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1.2 Water Environment Management Plan £2,000 (Maximum cost) 100%
(including nutrient management)
1.3 Technical support Negotiable 100%
Pesticide Control
2.1 Plant protection product substitution Negotiable 60% or 75%
2.2 Pesticide sprayer loading area Negotiable 60% or 75%
2.3 Biobed Negotiable 60% or 75%
Stock fencing and Livestock Watering
3.1 Stock fencing £4.00 per m 60% or 75%
3.2 Water trough £195 per trough 60% or 75%
3.3 Base for water trough £100 60% or 75%
3.4 Pasture pump £375 per installed pasture 60% or 75%
pump
3.5 Supply pipe £3.00 per metre of pipe 60% or 75%
laid
3.6 Electric water pumps Negotiable 60% or 75%
3.7 Water storage tanks Negotiable 60% or 75%
3.8 Thrust boring for supply pipes Negotiable 60% or 75%
3.9 Mains connection to water supply Negotiable 60% or 75%
Field Management
4.1 Loosen compacted soil layers Negotiable 60% or 75%
4.2 Cultivate and drill along the slope contour £15 per hectare 60% or 75%
4.3 Manage over-winter tramlines £10 per hectare 60% or 75%
Reducing surface flow
5.1 Gate relocation £140 per gate 60% or 75%
5.2 Re-surfacing of gateways £150 per gateway 60% or 75%
5.3 Cross drains under farm tracks £140 per installed drain 60% or 75%
54 Grassed swales £5 per metre 60% or 75%
5.5 Check dams £110 per dam 60% or 75%
Man-made ditch modifications
6.1 In-ditch seepage barriers £150 per barrier 100%
6.2 In-ditch vegetated re-profiling £250 per re-profiled area  100%
Peatland Management
7.1a Peat dam £1.50 per metre 100%
7.1b Large corrugated plastic dams (1-2m) £280 per dam 100%
7.1c Medium corrugated plastic dams (0.5 — £120 per dam 100%
1m)
7.1d Small corrugated plastic dams (>0.5m) £60 per dam 100%
7.2b Brash spreading Negotiable 100%
Other
8.0 Re-imbursement of costs Negotiable 100%

However, except for the peatland interventions, ditch modification and advisory components, aid was
only available at 60% (of 75% if a farm was in the Less Favoured Area). Advisory values were slightly
different, but it was possible to go beyond the ABER maximum by separating the water management and
nutrient management advice as two distinct pieces of advice. The main reason for the change to the
scheme is because uptake of items funded at only 60-75% under the erstwhile SLMIS was not sufficient
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to use the budget available®. Another reason for the change was that the Agricultural Block Exemption
Rules (ABER) had changed, meaning that to preserve the items in the category of aid previously offered
at 60-75%, the new aid intensity would have to drop to 40-60%.

Scottish Water, where possible have applied standardised costs to items in their DWPS scheme. The
experience from the original SLMIS was that the need for farmers to procure items created additional
inefficiencies because of the additional work required to obtain and administrate quotes which ultimately
did not differ that widely'®. However, it proved difficult to change all the items to standardised costs as
larger, point source pesticide interventions such as sprayer loading areas and biofilters were found to
have different costs between catchments. The reason for not taking the same approach here was that
Scottish Water found that costs differed between the six target catchments. This issue would not apply
to the pilot LIS as the scheme is being offered in one catchment alone, notwithstanding the cross-border
element.

5.1.3 Severn Trent STEPS

STEPS will pay a fixed grant price per item, to a maximum of £5000 per farm per year. The fixed grant
price represents an estimated 50% of the total cost of the capital item. Table 5 shows the items / measures
and their respective fixed unit cost for each item representing approximately 50% of the average cost.
The claim value must represent 50% of the cost (ex. VAT) for non-fixed price items under the Farmer
innovation option. The Scheme also includes items which are a priority for surface or groundwater
sources, and it is recommended that one or more high priority items are included in an application (STEPS
2018, personal communication).

Table 5: STEPS Eligible items and rates

STEPS Item/Measure Fixed Grant Price

Post & Wire Fencing £3 / metre
Sheep Netting £3.90 / metre
Permanent Electric Fencing £2.50 / metre
Clipex Fencing £2.50 / metre
Gate (metal) £140 / unit
Gate (wooden — SSSI only) £195 / unit
Temporary Electric Fencing £2.00 / metre
Livestock Drinking Troughs £50 / 100L capacity
Pasture Pumps £180 / unit
Water supply pipe £2.00 / metre
Solar panel pumps £450 / unit
Ram pumps £750 / unit
Hard base for livestock drinking trough/feeder/gate £110 / base
Pesticide sprayer washdown /handling area £40 / m?
Lined biobeds (either offset/drive over) £70 / m?
Pesticide biofilter (DIY) £950 / unit
Pesticide biofilter (readymade) £1200 / unit
Disposal of pesticide washings via evaporation £2500 / unit
Roofing for pesticide sprayer wash down area £52 /m?
Installation of piped culverts in ditches £160 / unit
Roofs for existing slurry stores £52 /m?
Floating covers for existing slurry stores £6.50 / m?

Roofing of existing manure storage and livestock holding areas £52 / m?

9 Scottish Water (2017). Pers comm.
10 1bid.
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Arable grass margin: 6+ metre buffer
Livestock removal from high risk fields
Riverside margins — 15 metre buffer
Riverside margins — 30 metre buffer
Catch/cover crops

Rainwater harvesting underground tank
Rainwater harvesting aboveground tank
Rainwater harvesting flush rainwater diverters & filters
Rainwater harvesting downpipes and gutters
Cultivate and drill along the slope contour
Manage overwinter tramlines

Loosen compacted soil layers

Grass swales

£1250 / ha (5yrs)
£500 / ha (5yrs)
£1.50 metre / year
£2.70 metre / year
£60 / ha

£350 / m3

£110/ m?

£125 / unit

£12 / metre

£10/ ha

£10/ ha
£10/haor£5/ ha
£8 / m?

Check dams

Field drainage (not available in 2018)
In ditch seepage barriers £150 per barrier

In ditch wetlands £250 per wetland

Sediment ponds/traps (earth) £15 / m?

Sediment ponds/traps (concrete with soak away) £750 / per unit

Constructed farm wetlands 50% ex. VAT cost up to £5000
Bioreactors £2000 / unit

Low nitrogen input into grassland (round water sources) £1200 / ha (5yrs)

Arable reversion into grassland (groundwater sources) £1550 / ha (5yrs)

Filter fencing £2 / metre

Farmer innovation precision equipment 50% ex. VAT cost up to £5000
Farmer Innovation Clean / Dirty Water Separation 50% ex. VAT cost up to £5000
Farmer Innovation Other Innovation 50% ex. VAT cost up to £5000

£42 per dam
Not available in 2018

The Severn Trent Water Environmental Protection Scheme (STEPS) applies a standardised cost approach
to all its eligible items (except for “Farmer Innovation” that must by definition be the procured). The
reason given for applying standardised costs was to simplify and reduce the costs of the application
process for the farmers and scheme operator alike, as well as to make it more transparent. Applying
standardised costs throughout is common in other UK schemes and has helped reduce the administrative
burden and stimulate better uptake.

5.1.4 DAERAEFS
The following are available under EFS-W that are of possible relevance to the LIS.

Table 6: Relevant items from EFS-W

Intervention Rate Brief Description

(Year 1 only unless
otherwise stated)

Watercourse £6.00/m

Stabilisation with

Fencing specification, and by a certain time (mid-year 1) and
maintained for duration of contract. Not permitted in
certain areas. Min length 50m.

Covers the installation and maintenance of stock-proof
fence in riparian areas. Must be built to a certain

Riparian Buffers Year 1 Year 2-5 Covers the establishment and maintenance of a riparian
zone of the specified width with choice of ungrazed (no

fertiliser either) or native tree planting options. Also

- 2mungrazed £6.07/m £0.07/m
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- 2m native trees
- 10m ungrazed

- 10m native trees

Gate and Two Gate
Posts

Drinking Trough

Drinking
base

Trough

Water Trough Pipe
Work

Pasture pump and
associated pipe
work

£6.31/m £0.07/m
£7.63/m £0.36/m
£8.13/m £0.36/m

£190.44 for 1 gate
and 2 posts.

£41.00 each

£30.54 each

£7.77/m

£285/pump

includes installation and maintenance of a stock proof
fence to prevent access to the riparian zone. Farmers will
be paid for 5yrs but must maintain buffer for additional
10yrs. Can claim BPS for area given up for full 10 yrs.
Specification for tree planting (where relevant) detailed.

Accompanies fencing options to protect land under
management and facilitate secure access. No ongoing
management requirement.

Must be a new trough with new fitting and connection.
Min 65 litre and must be precast concrete or PVC. Other
specifications. No ongoing management requirement
but regular maintenance checks expected (presumably
written into the management plan)

Must be intact and min 1.5m2 area * 150mm deep, and
at least 10m from watercourse, 6m from arch feature.

New pipe and connection, buried at least 750m in
ground. Specifications for build quality and regular
maintenance (written into the management plan).

Pipework as above. Must be new and suitable height.
Must be removed and stored indoors in winter. A special
permit required if in Foyle area — may apply also to the
Derg as that is part of the R. Foyle and tribs SAC.

The following are available under EFS-H that are of possible relevance to the LIS

Table 7: Relevant items from EFS-H

Intervention Rate

(Year 1 only unless
otherwise stated)

Brief Description

Primary Rush
Control

Secondary Rush
Control

Ditch Blocking with
Plastic Piling Dams

Small
Medium

Large

£89.34/ha

£35.00/ha (Year 2-
5)

£62.00 / dam
£151.00 / dam
£385.16 / dam

Provides money for year 1 rush cutting to desired
specification. Like all EFS-H management req. must be in
the ssRMP

Provides money for year 2-5 rush cutting to desired
specification. Like all EFS-H management req. must be in
the ssRMP

Specification is provided in the scheme for how the dams
should be built. Small means up to 0.5m wide/deep.
Medium means 0.5m -1m wide/deep. Large means
greater than 1-2m wide/deep. Like all EFS-H
management req. must be in the ssRMP. A special
permit required if in Foyle area — may apply also to the
Derg as that is part of the R. Foyle and tribs SAC.

Many of these items overlap with those contained in the draft LIS, but at different intervention rates.
Before proceeding with including them in the LIS, some consideration should be applied as to whether
the uptake of these actions in EFS has occurred to a meaningful extent in the Derg, and whether/where
this is still scope for further uptake. If uptake has not occurred to a meaningful extent, some consideration
is needed as to why and to what extent the LIS needs to be amended to reflect it.
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A relevant question, especially for buffer strips and other exclusion activities is whether they protect all
the watercourses adjacent to the fields in question, and whether they are located to intercept critical
source areas.

EFS-W agreements must be worth at least £2,500 across the 5yrs of the agreement. The maximum rate is
at £12,500 for smaller farms (<25ha) and thereafter increases at £26.67 with increasing land area subject
to an overall maximum of £20,000. The thresholds do not include certain Stand-alone Options, but these
are not directly relevant to water management. EFS-H agreements are not capped but any agreement
exceeding £40,000 needs special approval from DAERA.

The intervention rates specified above have been calculated as standard costs. Information could not be
located on the DAERA website as to how these costs have been devised.

Actual costs are used for some EFS-H options (not the ones here). These rates need to be agreed in the
ssRMP (and evidenced with quotations submitted at application).

5.1.5 DAERAFBIS

Items are split into four categories according to their thematic objective. Code A refers to Environment,
Weather Resistance and Climate Change. Code B is Animal Health, Code C is Occupational Health and
Safety and Code D is Production and Resource Efficiency.

Relevant items include:

Table 8: Relevant Items from FBIS

Item Reference Price Brief Description
(from which eligible cost calculated)

Rainwater £5,430 (2,000-4,999 gallons) Must not be used for purposes other
harvesting tank £7,340 (5,000 — 7,999 gallons) than collecting and storing rainwater.

£8,685 (over 8,000 gallons)

Reed/rush control £5,370
mulcher

Vehicle mounted £2,625 Cannot be for use with a quad or ATV.
weed wiper/lick

Grant support is paid at 40% of eligible project costs between £5,000 and £30,000 unless the Value for
Money criterion has been applied. The maximum amount of grant available to any one farm business
over the lifetime of the RDP is £12,000 (40% of £30,000). VAT is not eligible for reimbursement, unless
the applicant farm business is NOT VAT registered.

5.1.6 DAFM GLAS

GLAS applicants and their advisor can choose from a list of eligible items to construct their package, except
for the Core Requirements which are mandatory. The Nutrient Management Plan for Tranche 3 must be
completed by the 31 March 2018. Training must be completed by the end of the second full calendar year
in the scheme.

The eligible items are themselves a mixture of capital items (that require upfront action) and management
items (that are ongoing annual commitments), but from the perspective of the scheme they are
considered as being commitments that last for the entire duration of the agreements.

Most items relate to biodiversity, climate change, and nutrient management issues. However, there are
two items that have direct and specific relevance to the LIS.
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Table 9: Relevant GLAS watercourse protection actions

Intervention Rate Brief Description

(per year unless
otherwise stated)

Protection of €1.50/m Covers the installation and maintenance of stock-proof
Watercourse from fence in riparian areas. Must be built to a certain
Bovines specification, and by a certain time (mid-year 1) and

maintained for duration of contract. Alternative drinking
must be provided. Not permitted in certain areas. Min
length 10m.

Riparian Buffers Covers the establishment and maintenance of a riparian
zone of the specified width by fencing it off to prevent
stock access. No fertiliser/pesticide allowed except to

- 3 €0.90
m /i treat noxious/invasive weed. Margin must be
- 6m €1.20/m mulched/mown at least once/yr but not between 1 Mar
- 10m €1.60/m to 15 Aug. Not permitted in certain areas.
- 30m €3.60/m

Both items are not eligible if the applicant has already applied for or intends to apply for a sheep fencing
grant under TAMS2. Also, the items are mutually exclusive — cannot select both on same parcel.
Applicants are also advised that erection of fencing in designated areas may require special consent. This
relates to breeding wader, curlew, geese and swan sites where a reduction in grazing intensity in the
riparian area could adversely affect the quality of the site for these birds.

The maximum rate payable on a standard GLAS agreement is €5,000/yr but this can increase to €7,000
where farmers are selecting more challenging actions. If a farm holding is a registered partnership, then
the amounts can be multiplied by the number of registered partners to a maximum of 3. There does not
appear to be a minimum amount.

The intervention rates specified above have been calculated as standard costs. Information could not be
located on the DAFM website as to how these costs have been devised.

5.2 Expert interviews

The expert interviewees were shown the list of items in the example LIS detailed in Section 1.5.2 and were
asked to comment on how they may impact upon the two objectives of the scheme (decreases MCPA
levels in the water and improving the colour and turbidity). Further, if edits, deletions, or additions to the
list were necessary. Comments from experts on the individual items are included below.

Table 10: Comments from Interviewees on Eligible Items

e [oesepion —commens

1.1 Water Environment Several of the stakeholders noted this was a really positive thing to
Management Plan include to encourage the most effective placement and
implementation of items.

1.2  Technical support Several water company experts who had implemented a similar
from StT  Project scheme noted that technical support has been vital for encouraging
Officers uptake and maintaining farmer commitment. Especially if the technical

support can include help with filling in the application form.
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2.1

2.2
2.3
2.4

2.5

2.6

2.7

2.8

3.1

Installation  of a
Pesticide sprayer
loading area

Installation of Biobed
Installation of Biofilter

Provision of Pesticide
storage unit

Contractor for weed
wiping

Contractor for lime
spreading
(prerequisite soil
analysis)

Soil analysis (required

before lime
spreading)
Disposal of unused
pesticides

Stock Fencing

Need to be clear this includes a wash down area.

If spot spraying this may not be necessary.

Undercover areas could be a limitation to the success of items 2.1, 2.2
and 2.3.

Need to make sure this links to the filling area.

Check this is not regulatory?

In several schemes (including RUSH the Welsh Water Scheme and
United Utilities SCAMP) a weed wiper has been purchased by the water
company and is free to use by the local farmers. This has worked well,
but must consider other barriers for example, ensuring the weed wiper
is in an accessible place to collect and booking out forms are easy.

Another expert who has experience with encouraging the use of weed
wipers in their catchment noted that it is important that alongside the
weed wiping a longer-term rush management plan is put into place.

Tackling the pH of the soil to discourage rush growth was deemed as a
positive step by both an ADAS and a water company expert.

For this to be successful promotion is vital. Promotion through
agronomists could work well.

This may fall under regulatory requirements and so sit outside of the
proposed scheme. However, it could be achieved through collaboration
with a government department. This could help with the promotion.
The EPA already runs a limited scheme in Ireland in association with
Local Authorities.

The majority thought a pesticide amnesty was a positive. However, two
experts questioned if it encouraged farmers to hold on to banned
chemicals waiting for the next amnesty. Further questions were raised
about if previously banned pesticides had been found in the water
courses and if not if this was necessary.

Where no experts asked were able to define the success of previous
pesticide amnesties due to the anonymity and confidentiality of the
process.

Need to be clear this is stock fencing to improve water quality.
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3.2 Riparian planting All eligible items should adhere to the relevant legislation and consents.
(requires NIEA Not just NIEA approval. Project Officers should provide advice on this,
approval) but it should be the farmer’s responsibility.

3.3 Gate re-location /
provision

4.1 Rainwater harvesting It may be more appropriate to include clean and dirty water
system separation®!. Converting to this item will also ensure that the scheme
is not in contravention of payment rates related to State Aid rules

around ‘Productive Items’(Refer to Section 5.2)

This may not be so relevant depending on the amount of water use on
farms in the area. If there is a large proportion of dairy farms in the
catchment it could be popular.

5.1 Water trough (Inc.
base for water

trough)

5.2 Cattle operated
pasture or nose pump
with base

53 Supply pipe

6.1 Drain blocking This may be in conflict with decreasing rush growth. An increase in wet
areas leads to an improved environment for rush growth.

Most experts interviewed felt that the 75% intervention rate was in-line with other schemes. However,
to increase uptake a higher intervention rate would be necessary. Some experts felt that at 75% some of
the items would still be popular, such as stock fencing, whereas others would be less popular for example
biobed installation. The reasons for the SLMIS changing to the DWPS in Scotland was partly to facilitate
an increase in the maximum intervention rates from 75% to 100% to increase uptake. To facilitate this
change, Scottish Water (as a statutory institution) has needed to change the criteria under which the
scheme qualifies as a Block Exemption. The revised scheme now claims accordance with Article 14(3)(d)
of Commission Regulation EU 702/2014 which allows for 100% funding if the investments are intended to
meet agri-environment-climate objectives and are non-productive.

Where schemes have achieved a very high uptake rate, for example the Slug it Out project run by Anglian
Water where they achieved uptake of 100% in specific catchments, 100% intervention rates have been
used. Further the Slug it Out project covers not just the costs incurred by the farmer but also an outcome
payment based on the observed reduction in metaldehyde in the catchment. Anglian Water is a private
business, so it is not constrained by restrictions on State Aid rules. However, other results-based schemes
with a biodiversity focus have been developed with the support of EU structural funds (e.g. the Burren
scheme and the RBAPS project!?). It may be possible to learn from these initiatives to explore how this
additional flexibility is built in.

1 Farms may have old or poorly maintained drainage meaning the clean and dirty water, increasing the amount of
water requiring safe disposal. The pollution risk can be significantly reduced by separating clean and dirty water.
Interventions could include water storage, improved drainage with the use of kerbs, sleeping policemen etc.
(Farming Connect, 2017).

2 Developing Results Based Agri-environmental Payment Schemes in Ireland and Spain. See: https://rbaps.eu/
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In contrast a smaller number of the experts felt it was important that to achieve farmer buy-in for different
interventions. Experts considered that where the farmer must contribute financially, the farmer should
have an increased participation in managing the items. In the Burren Programme there are two payments,
an action-based payment and a results-based payment with eligible items having different rates
depending on if the item is likely to be popular to a farmer. The action-based payment ranges from 25%-
75% with action-based payments in addition. The Burren Programme has had an excellent uptake in the
region with around 300 farms involved and 22,000 hectares. In comparison to Source to Tap, The Burren
Programme was established twelve years ago and relationships and trust with local farmers is well
developed.

Some experts also suggested additional items that were included in the Scottish Water and STEPS
schemes, including: sediment traps / swales / ponds to limit surface run-off; additional peatland
management items (nurse crops and brash spreading); farm track and gateway works (to reduce surface
flow risks). Information on the uptake of these measures in the schemes is not available, but one
interviewee noted that there was good evidence for the usefulness of sediment traps and ponds within
the Defra test catchment work, with additional benefits for flood risk management. Many interviewees
also recommended a “farmer wildcard” action to allow flexibility for bespoke solutions that a farmer may
propose during the farm visit.

A few experts also suggested that the scheme consider alternative solutions to land management that
would reduce rush growth and thus reduce the need for treatment in the first place. Proposals include:
improved drainage activities to limit rush growth, and; a measure to reduce stock numbers in poached
areas, which could (in their opinion) encourage an environment that was less conducive to rush.

The drainage item was given due consideration by the ADAS team but could not be taken any further as
activities which improve land drainage are expressly prohibited under the ABER rules. In any case there
would have been concerns due to the potential adverse effects on sediment loss if incorrectly located or
designed. Indeed, Severn Trent have now removed the option for improved drainage as part of the STEPS
programme. The stock exclusion proposal may have merit, but as it is not a capital item which can be
easily evidenced, it may be overly complex to include within the scheme.

Most stakeholders also commented on the necessity for well-trained project officers to ensure the project
delivers effective outcomes. Scheme components are important but understanding where it is
appropriate to include them is vital. For the LIS this matter has already been addressed: TRT has put in
place a training programme for its project officers.

5.3 Consultation Events

Across both groups it was felt that the water environment management plan (WEMP) would be a useful
management tool for future work and that farmers could apply to future schemes for funding for further
improvements. However, in one focus group a stakeholder outlined the importance of the project officer
having the relevant training to produce effective WEMPs. This currently includes training on how to
approach and communicate with landowners, but the stakeholders hoped this could be extended to
include pesticide training. On this suggestion pesticide training will now be arranged for project officers.
Stakeholders asked whether project officers were sufficiently local and embedded in their community,
but this is a matter which TRT has already considered. Project officers are already in place and will work
with the farmers on each farm at the farmer’s convenience.

Stakeholders suggested that the WEMP be used more broadly where possible, including
recommendations outside of the StT LIS remit (MCPA and sediment in water) and to recommend other
schemes/incentives.

In terms of pesticide reduction, the consultation events raised the following main points:
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e Weed wiping will reduce MCPA but increase glyphosate usage and the impact of this should be
carefully monitored.

e larger items (pesticide storage facilities) may not be so applicable to the small-scale holdings
located within the Derg catchment.

e EPAalready runs a pesticide disposal scheme in Ireland and the costs of administering this kind of
scheme should not be underestimated.

e C(Capital items to reduce pesticide use should be followed up with knowledge exchange and best
practice training on pesticide use.

e |tems such a low drizzle nozzles and sticking agents could be considered. However, there is a lack
of evidence on the efficacy of these.

In terms of reduction in sediment and organic material the following was raised:

e Co-ordination with the EFS is important for watercourse protection options that overlap.

e Peatland management items (e.g. drain blocking) would need to be accompanied by technical
support to ensure they were implemented properly as failure to do so may cause environmental
harm.

e Farm track improvement and other on-farm pathway control items were welcomed but project
officers should have a good understanding of on-farm sediment loss and movement when
preparing the application.

e Sediment traps and ponds, bank stabilisation, and invasive riparian species management were
suggested as additional items (not on the original LIS list).

Intervention rates were discussed, and stakeholders were generally of the view that a 75% aid intensity
for non-productive items would not be attractive, especially if farmers could access a higher rate through
the EFS. For the MCPA issue in particular this was a concern as stakeholder felt that farmers would be
unwilling to contribute 25% of the cost of alternative rush control approaches when MCPA itself was so
inexpensive to purchase. The 40-60% rate for productive items was not seen as a hurdle and Dublin
stakeholders noted the success of the Targeted Agricultural Modernisation Scheme in Ireland which is
similar to the FBIS. Stakeholders also commented on the economic dynamics of farms in the catchment
(small, cash-poor, part-timers) which may mean less interest in investing in larger value capital items.

Stakeholders generally supported the idea of using standardised costs rather than a procurement process
as this would reduce administrative burden on the farmers and operator. However, some noted that the
burden may be less if per farm applications are generally less than the £5,000 / €5,000 threshold where
only a price check is needed.

The field visit served to highlight the catchment dynamics including the extent of the rush problem and
associated MCPA usage, and the sensitivity of the river to discoloration following high rainfall events. The
peatland areas in particular showed signs of degradation including evidence of current and historic turf-
cutting and drainage. There were considerable areas of bare and exposed peat, not just caused by direct
human activity but also from grazing pressure. The larger watercourses were generally already fenced off,
but there was no evidence of alternative drinking facilities suggesting that stock were able to access
smaller watercourses elsewhere. No riparian buffers were visible in the parts of the catchment visited.
The majority of fields had some kind of rush present and in many the rushes were becoming dominant.
Several fields showed evidence of MCPA treatment.
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5.4 Implications for the LIS

Some of the items in the LIS require additional clarification to clearly delineate their purpose in the context
of water quality and rush control and so specific headings have been added to the table — see below.

Potential additions identified in the literature, interviews and consultation include:

e Farmer wildcard actions — this allows more flexibility with eligible items.

e More peatland management items - Nurse crops and heather brash spreading are available under
the Scottish DWPS. The catchment visit showed evidence of bare exposed peat, not just from turf
cutting but also from grazing pressure. Such interventions could help address sediment and
organic material loss from such soils during high rainfall events.

e Improve farm tracks and access routes —both creation, improvement, and provision. This includes
works to improve drainage issues associated with tracks that may be leading to greater surface
flow to watercourses. If this item is included effective surface water management is necessary.

e Sediment traps or ponds — these will collect dirty water and allow sediment to settle avoiding
sediment running into watercourses. As per the peatland restoration interventions, this option
would need to be accompanied by technical support to ensure they were implemented properly.

Items for which there is not a strong evidence base (low drizzle nozzles, sticking agents) will not be
considered at this stage. Items which may create other externalities (e.g. weed wiping with glyphosate
and liming to improve soil) should be carefully selected and the impacts monitored. Bank stabilisation is
being considered but the scheme operator should be mindful that the number of items in the scheme is
at a manageable quantity. Invasive riparian species management has not been included as this is not
directly relevant to the objectives of the LIS. Ultimately, these items can all be considered as part of the
farmer wildcard if there is a very strong case on a particular holding.

We would therefore recommend the eligible items are updated as follows:

Table 11 Recommended eligible items for inclusion in LIS

Advice and Support

1.1 Water Environment Management Plan*

1.2 Rush Management Plan*

1.3 Technical support from StT Project Officers*

Pesticide Control and Rush Management

2.1 Installation of a Pesticide sprayer loading area and wash down area

2.2 Installation of Biobed

2.3 Installation of Biofilter

2.4 Provision of Pesticide storage unit

2.5 Contractor for weed wiping (as per rush management plan outlines above)
2.6 Contractor for lime spreading (prerequisite soil analysis)

2.7 Soil analysis (required before lime spreading)

Protection of watercourse from stock and associated alternative drinking facilities
3.1 Stock Fencing to improve water quality

3.2 Riparian planting (requires NIEA approval)

3.3 Water trough (Inc. base for water trough)
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3.4
3.5

Alternative water supply facility
Supply pipe

Reduction in surface flow across farm

4.1
4.2
4.3
4.4

Gate re-location / provision

Improvement of farm tracks and access routes
Sediment traps and interception ponds

Clean and Dirty Water Separation

Peatland Management

5.1
5.2
53

Other

6.1

Drain blocking
Nurse crop
Brash spreading

Farmer innovation

* The WEMP, Rush Management Plan and Technical Support items are technically outside the scheme,
but any advice would still need to be limited to €1,500 per advice as per ABER rules. The stakeholder
recommendation to include broader goals in the WEMP could be reflected but more as an informal sign
posting to relevant opportunities for the farmer and will not be included in the written document.

Other changes recommended include:

The maximum intervention rate is raised to 100% for all items as investments result in extra
costs to the farmer for the achievement of agri-environment climate objectives. This tallies
with the aid intensity and ABER compliance now available under the new Scottish Water
scheme;

This change would apply to the majority of items currently in the example scheme, as well as
any new non-productive items that ADAS has recommended for inclusion (e.g. farm track /
gateway works to reduce surface flow);

Lower aid intensities (60%) could be applied to items which would not qualify as non-
productive (e.g. lime spreading). This would be necessary in any case in the current ABER rules.
If this is not possible then the StT consortium should consider whether time in kind would be
acceptable as a farmer contribution.

Flexibility be included to allow a standardised cost approach to be applied to items where this
is feasible;

The Scottish Water approach be used as a template to develop the standardised costs, except
where national standards already exist in Ireland and Northern Ireland (e.g. in agri-
environment schemes).

Where the Scottish Water approach could not provide suitable and acceptable costings and
national standards do not exist, a normal INTERREG procurement process be applied.

3 Includes cattle operated pasture or nose pump with base; solar operated, hydraulic ram and other solution to be
specified in more detail in the scheme documents.
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6 Scheme process

Scheme process can impact uptake and ultimately the impact of the scheme. This section considers the
scheme process form initial contact to payment.

6.1 Desk-Based Review

Unsurprisingly, scheme processes differed significantly. However, more broadly communication with
farmers and land managers was deemed of vital importance in both the literature available and by the
experts interviewed. The Peatland Code evaluation report notes that differential marketing strategies are
needed to target different individuals. Further, the Defra Ecosystem Services Pilot projects note that it is
important to engage farmers from the formative stages, with early engagement being associated with
project buy-in and ownership (Smith et al., 2013). Having “ambassador” farmers that were early adopters
and influential with other farmers within a catchment was seen as important to encourage uptake
(Cascade Consulting & ADAS, 2015; Cascade Consulting & eftec, 2014).

From the information publicly available the more specific application process can be split into several
categories; promotion, application, decision process, appeals.

Figure 5 Application process

The approach to the Scheme process was dependent on the aims, resource and preference of each of the
schemes reviewed and depicts the different approaches which were captured as part of the literature
review. The Scheme process in many of the schemes was not relevant to the Source to Tap LIS, for example
in some cases the land being used for interventions to improve water quality was owned by a partner of
the scheme, in other cases schemes were aimed at improving knowledge and not offering capital items.
Table 12 provides an overview of the different approaches.



Table 12 Scheme processes

Appicatior pecsion | appeats

Below are different approaches taken to
promotion of the different schemes
identified in the literature review:

Scheme launch events. Either
independent events or as part of a
wider event (such as a local farm
show).

Targeting specific farmers within a
catchment with letters and telephone
calls.

Workshops explaining the scheme and
giving opportunity for a question and
answer session.

Social media promotion

Local media promotion

Information online

Farm information packs — usually given
out at events or farm visits.

Utilising existing group events (e.g.
farm visits/workshops associated with
other schemes) or publications (piggy-

backing)

Below are different approaches for the
application:

> > D>k D>k D> D>

A Provide

Face-to-face on farm meetings are e
used to outline what interventions
would be relevant.

Landowners are part of the project and
therefore no application is necessary.

An informal agreement takes place on
farm.

A formal application
online or a paper based.

is submitted

For formal applications a differing level ~ ®
of information is needed:

Description of the farm. o
Description of the work.

Timescales for the work.

Photographs of the site before. °
Farm maps.

Nutrient plan. °
Soil testing results.

Signature of the landlord.

Land management plans (some
provided by the scheme other
schemes as for an external party to
develop.

pesticide  application
records.
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Below are different approaches
deciding on successful applications:

for

Rates for eligible items are worked
out based on:
3 quotes supplied by the farmer.
Fixed rates decided upon the project
team.
Work is carried out by the project
team.
A reverse auction takes place (some
on an online platform)
If eligibility requirements are met the
application is accepted.
If capital items are included a liaison
officer will visit the farm assess if they
are appropriate.
A scoring system is used to assess
applications.
A prioritisation process is used to
assess applications.

Below are different approaches for
appeals processes in the different
schemes identified in the literature
review:

e No appeals process and no

information given on the decision.

e No appeals process but information
on decisions given.

e Informal appeals process, discussion
between the company and land
owner and compromise attempted.



6.1.1 Welsh Water WWP

A signing up event was held at the start the campaign, to which over 100 farmers attended. Free online
and physical information packs were provided to advice on options available as well as best practice and
the Rush Hierarchy.

In order apply to the trial, farmers and landowners firstly contacted and register with either Welsh Water
or Dalton’s ATV Ltd. Eligible applicants then received an information pack and had to arrange hire details
following the completion of relevant paperwork. Pick up and return of weed wipers was then arranged,
and a feedback survey was completed upon return.

6.1.2 Scottish Water DWPS

In the DWPS Scottish Water approach eligible farmers and invite them to be part of the scheme. If the
farmers would like to take part in the scheme a project officer will go to the farm and provide advice on
water quality risks and potential eligible items. Farms are prioritised on their impact on water quality.

This contrasted slightly from the previous SLMIS where applications could be made by the land manager
themselves, between Scottish Water and the applicant, or on behalf of the land manager by an agent. The
application review processes varied depending on option requirements. If applying for the capital items,
the application was received by Scottish Water and then assigned to a Catchment Liaison Officer (CLO).
Following this, the CLO visited the farm and reviewed their application, and assessed how the items
applied for would protect or improve source water quality. The amount of finance awarded depended
upon whether all of the capital items in the application were needed, and if an item offered little or no
benefit, no finance was awarded. A final decision was then made by the SLM Incentive Scheme review
board based upon the outcome of the CLO farm visit, and successful applicants were payed once a review
of the installed items was completed. If applying for a Water Environment Management Plan or technical
support, Scottish Water reviewed the application without the need for a farm visit and informed both the
applicant and an appointed advisor of the outcome.

Successful applicants will be paid when the project officer has visited the farm and confirmed the
implementation of the items. There is no official appeals process. If a landowner disagrees with the
decision made Scottish Water will provide a way forward.

6.1.3 Severn Trent STEPS

To apply to STEPS, farmers firstly had to ensure that they were located within a Severn Trent Priority
catchment and met the criteria for eligibility to receive funding. Severn Trent have a simple application
form which is available online as well as paper based. As part of the submission, they request the following
information:

e Anoverview of the work planned and environmental reason for undertaking this work

e Timescales for completion of the work

e Photographs of site prior to commencing work

e Farm maps which display farm boundary and site location of items/measures chosen (see
Appendix 5 for examples).

Advisors are available to support the application process and Severn Trent recommend that the applicant
seek help form their advisors. There is no official process for appealing a decision, however, where
appropriate Severn Trent will discuss the outcome with the farmer.

For successful applicants once the work is completed, they will need to fill in a claim form with appropriate
evidence (photographs, invoices). All paperwork should be kept for five years. On-the-spot checks may be
carried out at farm level to ensure compliance with the requirements of the Scheme. All applications for
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support and payment claims will be subjected to administrative checks, and any other controls deemed
necessary, before approvals or payments are made under the Scheme.

6.1.4 DAERAEFS

Applications are online-only during each application window. The first tranche of EFS was open for a
month, between 27 Feb and 31 Mar 2017. The next tranche is expected to open in 2018. The application
system is tied to the BPS claims that farmers made on eligible parcels in 2016 and to what is already in
LPIS.

EFS-W uses a simple scoring system where items have an environmental score, depending on their
location. So riparian buffers score higher where they are adjacent to rivers with greater pollution
vulnerability. This is visible to farmers and farmers are told that their cumulative point score will be
considered if the scheme is oversubscribed. EFS-H applicants initially indicate their interest by selecting
eligible fields in their application and are then invited to submit an ssRMP if their application is deemed
sufficiently high priority. If this is accepted, then they will be sent an agreement. Farmers without
computers or with poor internet connections can make appointment to use a DAERA office, and a safety-
net is in place to support those who have difficulties with the online application.

Unsuccessful applicants are informed by email and their application is not retained. This is perhaps
relevant to ensuring that a failed application from previous round does not prejudice a subsequent
judgement.

Agreement holders must receive training on their option (s) before they can submit the first claim. This is
either on-line or on-farm. If an Agreement holder is unhappy with a decision, they can request a review.
The scope can cover penalties, ineligibility of land at inspection, x-compliance breach at inspection,
admissibility of application, recovery of payments. They cannot request review about FX rates, rates of
payment, policy decisions, or service standards received. There is a separate way to complain about
service.

Reviews can be informal or formal. DAERA prefers if complainants can discuss directly and resolve
informally but this won’t affect their rights to a formal review. If an applicant decides to request a formal
review, there are two stages. Stage 1 of formal review process is internal review by processing branch,
but not be officials who made the decision. Stage 2 of formal review is made by and External Panel. This
review process is common across all of DAERA.

A Single Application Form (SAF) is used to claim both BPS and EFS. EFS-W options must be ‘claimed’ each
year of the agreement even if there are no payments due in Years 2-5. Failure to make a claim for 2
successive years can lead to termination and recovery of payments made. Work started before the official
Start Date of an agreement is not eligible for recovery.

For items based on standard cost, the amount claimable will the amount for the item. For items based on
actual cost (not relevant here) the amount claimable will be based on the quotations given at application
and evidenced through receipted invoices and copies of bank statements. It is not clear how the
remuneration works for the farm advisor who prepares the ssRMP in the event that the application is not
successful.

Items must remain in place and be maintained in good condition. Signing the agreement commits the
holder to be inspected if required. It is not clear from the T&C document how often inspections take place
and what proportion are inspected.

6.1.5 DAERAFBIS
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There is a competitive, points-based application process. Applications are scored out of 100 and points
are available for:

- Alignment with Scheme thematic objectives (based on the selection of items) — max 40

- Value for Money (score more highly if applicants offer a cheaper price than the reference, up to
a max discount of 20%) — max 39

- Online submission (online get 11 points, hard copy gets 0)

- Age (extra 5 points if young farmer)

- Attainment (extra 5 points if hold a Level Il qualification in agriculture or horticulture)

Priority will be allocated according to total score. If there are a tie then look at score on alignment with
objectives, then value for money, then online, then those who apply for Theme A.

If the application is unsuccessful, the applicant can request a formal selection review. Follows same
procedure as other DAERA funded schemes (see above). Successful awardees normally have 4 months
from Letter of Offer to purchase items and submit a claim. The grant is paid in arrears and cannot be
staged or advanced. Items paid for in cash cannot be claimed. Claims are checked by Countryside Services
Ltd, which may include a farm visit as well as an admin check.

A Letter of Offer is made to successful applicants which must be signed and returned to Countryside
Services Ltd. The letter of offers sets out:

- Timeframe to complete project (cannot claim for work outside the timeframe)

- Grant is specific to a certain item. Balance cannot be transferred if cost is cheaper.

- Must retain and use all funded items for at least 5yrs from date of final payment.

- Must meet legal obligations under UK and EU law

- Funded items must be installed, operational and paid in full before grant can be claimed

- Funded items must be insured against loss/damage from fire, lightning etc... with no liability on
scheme operator for failure or malfunction of funded items

- Projects subject to M&E during AND after the period of the letter of offer.

- Doc must be retained till year end 2030.

- Must adhere to EC rules about publicity (808/2014)

Failure to purchase all the items specified in the offer letter could result in a financial penalty and may
affect future applications to the scheme. The penalties are set out in Regulation EU 640/2014 and govern
the whole CAP.

The involvement of an external organisation in administering the scheme (Countryside Services) may have
some implication. It is presumed that the Letter of Offer are in the name of DAERA (even though
Countryside Services is administering).

6.1.6 DAFM GLAS

Applications are online only through a web-portal and must be made by a registered GLAS advisor. Each
application is in the name of an individual farm business though special rules apply for commonages.
Applications are prioritised according to the Tier system, with greatest priority to Tier 1 then Tier 2 and
finally Tier 3. Within each Tier applications are prioritised according to the environmental assets and the
suite of options selected against a scoring matrix.

Scheme holders can appeal in writing in the case of a penalty notice (but only have 10 days to do so). If
they are not satisfied with the decision, they can take their appeal thereafter to the statutory Agricultural
Appeals Office.
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Capital costs are repaid in equal instalments over 5 years. Receipts must be retained for duration of
contract and 3mths after. Cash payment receipts are not accepted and there must be documentary
evidence of payment. 75% of each payment will be made upon completion of admin checks. The final 25%
will be paid when all the regulatory on-the-spot checks have been completed. Where a contractor is used
for a non-productive investment, they must have a tax clearance certificate if the labour cost is greater
than €650 and evidence of this must be retained by the farmer.

Agreements normally run for minimum 5 consecutive years. All options must be situated on
land/boundaries that is entered into scheme. Work started/completed before Scheme start date not
eligible for payment and work must be completed within the timeframe specified. All applicants must
submit a BPS application in each of the years of the contract. Failure to do so can mean the termination
of the agreement and recovery of money disbursed.

Withdrawal possible under force majeure, which includes: death, long term incapacity, unanticipated
expropriation of all/large part, natural disaster, accidental destruction of livestock buildings, outbreak of
disease, disposal or vacation of land to satisfy a court order/legal settlement. If a force majeure event
occurs, they must notify DAFM within 10 days.

If applicants fail to continue or complete actions, then all or part of what paid must be reimbursed and
penalties apply. (typically, rejection and clawback, but fail to manage to specification can mean a penalty
appropriate to non-compliant portion). If they lose Tier status in GLAS then agreement is terminated, and
money must be repaid. If breach x-compliance or greening requirements, then will be reported to BPS
admin and no payment made under GLAS. A penalty of 100% of GLAS payment for action for that year
will be applied. DAFM also reserves right to withhold payment if it feels beneficiaries are gaming the
system.

There is a requirement to publish details of beneficiaries of CAP funding (name, address, amount, and
scheme). The exact details are not given, but presumably these are similar to the requirements in other
Member States (see above).

6.2 ExpertInterviews

Experts felt that the promotion of the scheme would be an important step and enough resource needs to
be invested up front to ensure sufficient uptake takes place. ADAS experts and rivers trust experts felt it
was important to gain buy-in not only from individual landowners, but contractors, agronomists and
advisers working in the catchment. Further, water company experts encouraged attending other farmer
events in the local area to promote the scheme. From the outset messages should be clear,

“A good application process is one with clear messages. It needs to be clear to the farmer what they are
and what they are not able to do. For example with fencing it needs to be explicit fencing is only
applicable where it can provide an improvement to water quality.”

Quotation 3 Clear messages.

Experts who had been involved in longer-term programmes noted that at the start of their programme
more effort was needed, for example attending more public meetings, sending letters and stakeholder
events. Further, two experts who had delivered similar schemes to Source to Tap indicated the necessity
to both complete more general engagement, but also to “get into the community and knock on doors” for
direct conversations with the farmers. Once established it was felt that farmers tended to be more active
in looking for the scheme. Having a couple of local farmers on steering committees was also deemed a
helpful process to engage with the farming community by three of the experts interviewed.
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A smaller number of water companies had part funded/ or fully funded catchment sensitive farm officers
through Natural England. Further involving other stakeholders who may already have the relationships
with farmers was deemed positive by most experts, for example agronomists and NGO'’s.

The majority of experts felt having a fixed deadline was a positive and helped build momentum for
receiving applications. Additionally it allowed for clear timelines. Conversely, another stakeholder noted
that by having deadlines puts some pressure on farmers and if they are busy during that part of the year
they will likely not apply. Experience from several water company experts indicated that if the application
is completed with the help of the PO, it is more likely to be consistent and to a higher standard. Further,
it ensures items applied for are placed in the correct location. Further all experts felt a clear and concise
process was needed.

At the decision stage there was a large emphasis on a transparent, clear and concise way of assessing
applications. All experts who commented on the decision stage felt it was important that the process was
clear and could be understood by the farmer. For the majority of experts their schemes had an informal
appeals process, where the project team were happy to review a decision and provide a clear explanation
of why a participant had not been successful at entering the programme. For all experts having someone
appeal their decision was rare and the farm business was accepting when a full explanation was provided.

Claims processes also differed between schemes with different evidence needed ranging from; an on-
farm visit, receipts and invoices, photographs and self-declaration of completed works. Most experts had
little problem with farmers completing work to the appropriate standard. However, other systems were
in place to ensure the work completed was up to standard. For example:

e United Utilities used phased payments with an upfront payment, interim payment and final
payment.

e The Burren programme had two payments, one for actions and one for results. If standards were
not met the farmer would receive a proportion or none of the payments until problem is
remedied.

e Other projects had informal monitoring where they would visit farms in their catchment and if
something had not been maintained or installed correctly, they would discuss with the farmer.

All experts felt it was important to feedback to the farmer after the claim has been paid on the success of
the programme to keep them engaged. Yorkshire Water for example share data in coordination with the
NFU on metaldehyde levels.

“Farmers love data, so we try and show them some of the improvements we monitor. Mostly in
newsletters.”

Quotation 4 Farmer feedback

Some experts raised the question as to how TRT would prioritise and target individual actions in the event
of the scheme being oversubscribed. Most other schemes have carried out a source apportionment
exercise and have target maps that identify which areas of the catchment are most suitable for which
items or which are at higher priority. TRT has indicated that it can make these judgements as part of its
decision-making process (farm visit, WEMP, award letter).

6.3 Consultation Events

At the consultation event is was assumed that the application process would follow more of a window-
based approach. Stakeholders were keen to suggest that multiple windows be opened as farmers may be
cautious initially and uptake would improve given a successful initial tranche. The timing of any launch
should be timed to reflect the next agri-environment launch which for EFS-W items will be in August 2018
and EFS-H in February 2018.
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The use of project officers to support applications was welcomed and this was expected to improve
uptake. Other mechanisms to improve uptake were the usage of ambassadors (early adopters) and
Business Development Groups in NI as a mechanism to target focus groups and where ambassadors could
present and thus help to recruit other farmers to the scheme. Stakeholders also stressed the importance
of community engagement as a means of disseminating information about the scheme.

Issues were raised around the repayment timescales, as this is one of the current issues which has
impacted EFS uptake. Stakeholders felt that farmers would be discouraged to apply if their cash flow was
impacted and the rate of repayment was too long.

6.4 Implications for LIS

The principal question for this section is whether the scheme operates on a fixed window or an ongoing
open application basis. The process to be applied will differ depending on that decision. At the earlier
stages of the LIS, a presumption was made that the schemes will follow a fixed window approach with
two windows open in late winter / early spring of 2018 and 2019. In practice, the delays to the project
inception have meant that opening a window in early 2018 is infeasible. Moreover, some experts have
questioned whether the scheme needs to operate on such a formal basis when it is not clear if it will be
oversubscribed.

We assume that the project partners are now minded to apply a rolling scheme process. The advantage
of such an approach is that there is less pressure on farmers and project officers to meet deadlines.
Moreover, so long as there is budget available it means that applications are more likely to be approved,
improving farmers’ confidence in the scheme. However, there are a few caveats with taking this approach.
The budget is finite and some items (e.g. weed wiping) are seasonal. Moreover, applications can only be
considered against a common standard, and are approved on a first-come first-served basis. This means
that it becomes harder to compare applications against each other, and if the scheme proves popular the
budget may not be used in the most effective manner. For example, if weed-wiping is deemed to be an
important item but applications do not come in until 2019, the scheme must still have sufficient budget
to fund them. This issue can be mitigated if the scheme operator has clear targets for which farms (by
geography, type) should be prioritised to maximise the avoided pollution risk. Project officers should also
be mindful of the EFS timetable when visiting farms and making applications, especially as there may be
overlap for a few items.

We therefore recommend updating the process to:

Scheme is marketed through a series of events, advertisements, one-to-one meetings and other
methods as appropriate.

Applicant requests visit from the Source to Tap Project Officer (StT PO) or is explicitly contacted by the
StT PO if in a priority location.

StT PO visits farm and completes the WEMP and (if appropriate) rush management plan. StT PO
provides advice on the scheme and application and checks paperwork.

Farm submits application.

Application is approved or rejected.

If approved, farmer installs capital items.
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StT PO confirms items have been installed and to the correct standards and checks paperwork. Photo
or farm visit made as soon as possible after agreed works complete. Invoices, proof of payment, quotes

if actual costs. If amendments needed a follow-up visit to be made after supplementary works
completed.

Payment made.

Farmer maintains the items in line with his contractual obligations.

There will be no official appeals process. However, it will be made clear why the landowner has not been
accepted to the LIS, or elements of the application have not been accepted, and if necessary decisions
may be reviewed at the request of the applicant. For successful applicants they will receive a payment
within 30 days of the Source to Tap Project Officer visiting the farm and clarifying the applicant has

implemented the item appropriately. Where the item is not visible, invoices and receipts may be needed
as proof of implementation.
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7 Monitoring and Evaluation

Monitoring the actions farmers have taken for the scheme is important to ensure the scheme is on track
for success but also for audit purposes. This section contains a high-level discussion on monitoring and
evaluation of the scheme.

7.1 Desk-Based Review

In some cases, the buyer seeks permission from the landowner to conduct an action or install some
equipment. Here, monitoring is effectively done as the buyer has seen the action take place themselves.
In other cases, the scheme partner is also the buyer, making the scheme quite interlinked, but also making
the establishment of capital or non-capital items evidenced.

In cases where the buyer or a scheme partner is not as directly involved, the landowner could be asked to
provide evidence. This can include invoices, receipts, photos of before and after, work plans, records of
work, results of soil sampling and management plans. Alternatively, visual inspections of the land might
take place through farm visits, although this is of course easier to judge for capital items after
implementation compared to non-capital items (Day, 2013)

It is imperative that contracts with farmers in the scheme state they need to maintain the scheme
components for which they have been incentivised for a set amount of years. This clause ensures farmers
look after the items they have been funded for and think about resilience in their build and
implementation.

The monitoring period varies between schemes. For many, it can take place just after the claims process
through a site visit, check of invoices and photographs or other. However, for other schemes, particularly
those government funded such as Catchment Sensitive Farming, inspections of scheme components
(particularly capital items) can occur up to five years after receipt of funding.

The literature uncovered various principles surrounding monitoring and evaluation of schemes, including:

o water quality monitoring and resource to analyse findings;

o follow-up inspection to see how capital money has been spent;

o assessment of individual farms - compliance checks, spot checks for measures with payments
terminated or withheld if compliance checks find shortcomings;

o case study mid-way through scheme;

o cost benefit analysis;

o baseline farm survey at onset;

o habitat health checklist and another environmental monitoring; and

o before and after photographs.

A key theme was the importance of water quality monitoring to understand water quality before the
scheme, during and after payments have been made. This provides an assessment of the impact of the
LIS measures and for some commercial buyers, is an important feature for future investment.

The process of monitoring and assessment is also key. Some literature highlights the use of spot check
tests on water quality or farm assessments; these arguably provide a more accurate picture of the status
of the farm. This can be followed up with payments being withheld or terminated if shortcomings in
incentivised actions are found (Burren, 2015).

7.1.1 Welsh Water WWP
Welsh Water have completed three case studies which are available online.

7.1.2  Scottish Water DWPS
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Some of the budget was allocated to information-gathering and monitoring, and all monitoring was
conducted by Scottish Water, except for the Dumfries Basin Aquifer, which was monitored by the Scottish
Environment Protection Agency (SEPA) (Thompson et al., 2014).

7.1.3 DAERAEFS

The environmental and socioeconomic monitoring and evaluation protocols that are in place to judge the
effectiveness, efficiency, and impacts/results of the RD are largely determined by the EC’s requirements
for RDP Evaluation and requires DAERA to monitor certain indicators, and gather other information to be
able to answer a set of common and program specific evaluation questions.

Applications to the first tranche of EFS launched in 2017 did not meet DAERA targets, with only 1,187
(59.3%) accepted into the EFS-Wider scheme against a target of 2,000, and also only 249 site specific
Remedial Management Plans submitted against an EFS-Higher scheme target of 300'. Ideally, as
competitive schemes both should be oversubscribed to allow prioritisation to maximise value for money.
Farmers cited lack of financial incentives as one reason for the low uptake, suggesting further that a lower
aid intensity (75%) is unlikely to be appealing.

7.1.4 DAERA FBIS

No information available on the uptake of relevant items from Tranche 1. More information may be
available on the performance of similar items with reference to the previous RDP.

7.1.5 DAFM GLAS

According to the 2017 “Implementation Evaluation” To date, 10,646 contracts are supported under RDP
Focus Area 4b, representing 1,390 ha and €10.48m of expenditure. It is not clear to what extent this
reflects targets for this FA. Improving water quality was a motivation for 45% of beneficiaries surveyed.

For this RDP cycle, ADAS has been contracted to carry out the Monitoring and Evaluation of the GLAS
scheme. At the current stage, all that is published is the summary of a baseline assessment of the national
condition in terms of diffuse pollution.

No discussion in AIR of performance with respect to uptake targets and issues with application process
not discussed.

7.2 Expertinterviews

Consultation with experts have raised some judicious points to consider around monitoring the scheme.
One of the aims of the project is to improve the colour and turbidity of the water in the Derg catchment,
which is a symptom of sediment in the water. It is important to note that other land use activities
contribute to or exacerbate water quality, such as wind turbines and forestry. Therefore, changes and
issues with water quality are a result of several land use activities in the catchment. Further, the nature
of diffuse water pollution means that a range of pollutants can enter the water at differing points. Thus,
the control of one pollutant from one source may not significantly improve water quality in the catchment.

7.3 Implications for the LIS

Monitoring and evaluation of the LIS will be conducted by AFBI and Ulster University, focusing on the
socioeconomic aspects and water quality respectively. With regards to evaluation, insight has been
obtained from literature and stakeholders as part of the project, but Ulster University and AFBI will
conduct the key components of the scheme evaluation. It is important that applicants understand they

4 rish Farmers Journal (2 Nov 2017). NI farmers turn their backs on EFS.
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are signing up to a monitoring and evaluation process at the point of application/award and are obliged
to allow access for evaluators.
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8 Scheme Efficiency

Source to Tap are interested in understanding the resource necessary to deliver a successful LIS but the
available literature offered limited insight into resource and efficiency (in terms of cost and time) of
schemes targeted at water quality. Often this aspect is commercially sensitive and little information is
available. This section therefore considers all information collected as a whole.

The literature identified the necessity to deliver the scheme efficiently as often project costs are covered
through customer water bills. The most prominent theme was the use of catchment officers. It was
acknowledged that catchment officers were expensive with initially high set up costs, however they were
invaluable as they were able to spend the appropriate time on the ground engaging farmers. Further it
was found that where appropriate catchment officers are part of the scheme they can ensure that advice
on mitigation measures is tangibly improving water quality outcomes. The experts consulted in the
telephone interviews agreed on the necessity to use catchment advisers. They also discussed the value in
providing feedback back to participating farms to maintain engagement. The current draft of the Source
to Tap LIS will use The Rivers Trust and Irish Water to provide catchment advisers who will meet farmers
and provide advice on water environmental management plans, among other areas.

Other areas of scheme efficiency identified include:

e complementary with other schemes run by government;
e employing a dedicated agricultural consultant to further develop the scheme; and
e develop scheme rules and application process.

Some literature suggests the use of engaged farmers who have been involved, or are currently involved
in the scheme, to act as ambassadors to support recruitment.

Further, community engagement is important for the scheme to be carried out effectively. Some literature
suggests conducting educational visits and activities for community engagement. In some cases, this
included encouraging people in the community to become volunteers to help support the scheme. This
tied into the idea of strong community engagement and commitment to the scheme.

The literature review found that schemes benefitted from the use of an advisory board or a steering group
for the direction of the project. This helped to provide guidance, management and strategic advice on the
application, promotion, and development of the scheme. Further where this included key representatives
from partner organisations, it supported the scale and boundaries of the scheme.

For the LIS, it is important to acknowledge there can be high recruitment and marketing costs at the onset
of a scheme. These surround the resource required for recruiting landowners into the scheme, publicising
the scheme and dealing with the administration surrounding recruitment. It is advised to allow resource
for this aspect of the scheme, as recruitment and engagement with landowners is pivotal to scheme
success.
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Appendix 1: PES schemes review

Table 13 Key details of PES schemes

Project Name

Key Details

Fowey River (UEA and West country rivers
trust)

Location: Fowey River catchment area

Duration: 2011-2012

Stage of scheme: Completed

Partners: UEA and West Country Rivers Trust

Outcome: Successful bidders have now completed actions. Indication that a reverse auction offers greater environmental improvements for every pound spent than an alternative fixed
price scheme.

Aims: Improve water quality and explore auctions as an alternative payment mechanisms for PES schemes. Studying the possibilities for developing and implementing a multiple-purchaser
PES mechanism.

Poole Harbour Catchment (RSPB)

Location: Dorset

Duration: 2011-2012

Stage: Unsuccessful

Partners: RSPB

Outcome: Council's preferred route to nitrogen mitigation is purchasing and reverting land. N. mitigation schemes could be applied elsewhere.

Aims: This study set out to investigate the feasibility of a PES scheme in which reductions in existing (and largely agricultural) nitrogen discharges were paid for by those seeking planning
permission for new development that would inevitably increase nitrogen loading through the sewerage system

ES provided are "enhanced capacity of Poole Harbour and its catchment to regulate additional nutrient discharges, allowed by the provision of less-polluted water from farmland".

South Pennines Ecosystem Services Area
Case Study (Crichton Carbon Centre)

Location: Upland area of the South Pennines, North Sea to Irish Sea

Duration: 2011-2012

Stage: Completed Pilot

Partners: Pennine Prospects, Yorkshire Water, United Utilities, RSPB, Rochdale Council, Oldham Council, Calderdale Metropolitan Borough Council, Kirklees Metropolitan Borough
Council, Bradford Metropolitan District Council, Lancashire County Council, natural England, National Trust, Groundwork, West Yorkshire Geology Trust, and Friends of llkley Moor.
Aims: Evaluate the overall feasibility of setting up a place-based PES scheme delivering either a layered or bundled PES scheme in an English upland context.

Outcomes: Development of peat and carbon metrics that form basis for initial pilot Peatland Code.

Tortworth Brook (Bristol Avon Rivers Trust)

Location: Gloucestershire

Duration: 2012-2013

Stage: Completed

Partners: Bristol Avon Rivers Trust

Aims: Resolve Phosphorus Discharge

Outcome: Found that ICW was effective and cheaper than chemical dosing. Provide concept to apply to other wastewater contexts for water companies.

Tweed Catchment Management Plan

Location: English/Scottish Border

Duration: 2001-2021

Stage: In progress

Partners: The Borders Forest Trust, Defra, Environment Agency, Federation of Border Angling Associations, Forestry Commission Scotland, National Farmers Union Scotland, Natural
England, Northumberland National Park, Northumberland Wildlife Trust, Northumbrian Water, River Tweed Commission, RSPB, Scotland's Rural College, Scottish Borders Council,
Scottish Environment Protection Agency, Scottish Government, Scottish Land & Estates, Scottish Natural Heritage, Scottish Water, Scottish Wildlife Trust, Southern Uplands Partnership,
Tweed Foundation, Visit Scotland.

Aims: Enhancing and restoring the catchment through land and resource planning. This was a collaboration to co-ordinate projects. There was no direct funding for farmers to compete
tasks.

Outcome: n/a

Stroud Rural Sustainable Drainage Project

Location: Frome Valley (SW England)

Duration: 2014-2020

Stage: Ongoing

Partners: Stroud District Council, National Trust, Gloucestershire Wildlife Trust, Butterfly Conservation, the Woodland Trust, the Environment Agency.

Aims: To work with local communities, land managers and farmers to promote the implementation of rural sustainable drainage throughout the Stroud Valleys. To increase awareness of
the scope to align land management, WFD and flood risk objectives towards a catchment management approach. Facilitate partnership working throughout the catchment to support the
implementation of sustainable catchment management. Identify site specific opportunities to align land management approach. Establish a protocol to ensure that implemented
measures are appropriately maintained. Establish a protocol to ensure that the benefits/impacts of implemented measures are appropriately monitored and evidence disseminated to
relevant parties.
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Outcome: N/a

Futurescapes

Location: UK wide landscape project

Duration: 2013 — present

Stage: ongoing

Partners: RSPB

Aims: To reduce grazing density, blocking drainage, nature and wellbeing project, carbon sequestration.

Outcome: Blocked 72 ha of degraded peatland, reduction in grazing density, set up wellbeing projects for mental health patients to get involved in conservation projects, removal of
scrub and trees around lake area, wildlife corridors established, sustainable land use training given to farmers.

Futurscapes (Morecombe Bay)

Location: Morecombe Bay

Duration: 2013 — present

Stage: ongoing

Partners: RSPB, Natura 2000, EU Life, and Bird Life.

Aims: Habitat restoration, improved water quality, provide eco-tourism.
Outcome: Developed Source to Sea Programme.

Futurescapes (Living Loch Leven)

Location: Loch Leven

Duration: 2013 — present

Stage: ongoing

Partners: RSPB, Natura 2000, EU Life, and Bird Life

Aims: Wetland Recreation, water quality, and flood management.
Outcomes: Improved water quality

Futurescapes (Northern Ireland)

Location: Lough Erne Basin

Duration: 2013 — present

Stage: ongoing

Partner: RSPB, Northern Ireland Water, Lough Neagh Partnership, Northern Ireland Environment Agency, Local Councils, Waterways Ireland
Aims: Water quality, recreation.

Outcome: N/a

Unwanted Vegetation and Restoration of
Peatlands

Location: Conwy Valley, Berwyn and Migneint & Llyn Peninsula

Duration: 2013 — 2015

Stage: Complete

Partners: Snowdonia National Park, Natural Resources Wales, RSPB Cymru, the National Trust, Centre for Ecology and Hydrology, GISDA, and local schools, small businesses and private
land owners

Aims: To restore areas of peatland, and establishment of a strategy for the future restoration of peatland in North West Wales. carbon sequestration, water retention, flood risk
management, biodiversity, food production, water quality, Removing and controlling invasive, non-native species; restoring hydrological integrity of wetland areas; restoring approx.
20ha of forestry plantation to natural blanket bog/dry heath mosaic.

Outcomes: N/a

Peatland Code (Birmingham City University)

Location: Nationwide

Duration: 2012-2013 report. 2013-2015 Pilot Launched 2015

Stage: Complete

Partners: Birmingham City University

Aims: A project to find out how best to implement Peatland PES schemes
Outcome: N/a

South Pennines Ecosystem Services Area
Case Study (Crichton Carbon Centre) - South
Pennines Ecosystem Services Area Case
Study (Crichton Carbon Centre), Natural
England Uplands Ecosystem Service Pilots
(Bassenthwaite) and South West Pilot
Upland Ecosystem Service Pilot were
evaluated together by Defra.

Location: South Pennines

Duration: 2011 — 2017

Stage: Completed pilot

Partners: Pennine Prospects, Yorkshire Water, United Utilities, RSPB, Rochdale Council, Oldham Council, Calderdale Metropolitan Borough Council, Kirklees Metropolitan Borough
Council, Bradford Metropolitan District Council, Lancashire County Council, natural England, National Trust, Groundwork, West Yorkshire Geology Trust, and Friends of Ilkley Moor.
Funded by HLF and LEADER.

Aims: Evaluate the overall feasibility of setting up a place-based PES scheme delivering either a layered or bundled PES scheme in an English upland context.

Outcome: N/a

Natural England Uplands Ecosystem Service
Pilots (Bassenthwaite) - South Pennines

Location: Lake District
Duration: 2011 - 2017
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Ecosystem Services Area Case Study
(Crichton Carbon Centre), Natural England
Uplands Ecosystem Service Pilots
(Bassenthwaite) and South West Pilot
Upland Ecosystem Service Pilot were
evaluated together by Defra.

Stage: Completed pilot

Partners: Bassenthwaite Lake Restoration Programme; Lake District National Park Partnership; Lake District Environment Land Management Service (ELMS); Borrowdale Whole Valley
Planning Group. Funded by ELS, Woodland creation SCaMP2.

Aims: Land management: increase woodland cover, achieve sustainable grazing, sustainable river management, restore Scheduled Monuments at Risk, improve access, manage nutrients
on improved grassland, improve biodiversity of valley habitats.

Outcome: N/a

South West Pilot Upland Ecosystem Service
Pilot - South Pennines Ecosystem Services
Area Case Study (Crichton Carbon Centre),
Natural England Uplands Ecosystem Service
Pilots (Bassenthwaite) and South West Pilot
Upland Ecosystem Service Pilot were
evaluated together by Defra.

Location: South-west
Duration: 2011 - 2017
Stage: Completed pilot
Partners: Defra

Aims: N/a

Outcomes: N/a

STEPS (Severn Trent)

Location: Severn Trent Catchments (Midlands)

Duration: 2015 - 2020

Stage: Ongoing

Partner: Severn Trent Water

Aims: Protect watercourses and the wider environment from diffuse pollution

Assist farm businesses to tackle diffuse pollution with low cost infrastructure investments and farm management items which go above and beyond good agricultural practice — enhanced
good agricultural practice.

Outcomes: N/a

SCaMP (Sustainable Catchment Utilities
Programme)

Location: Peak District, Forest of Bowland, Cumbria , South Lancashire

Duration: 2005 — present

Stage: Ongoing

Partners: RSPB, Natural England, and the Forestry Commission. Funding: Ofwat, DWI, Environment Agency, Natural England and Forestry Commission.

Aims: To protect and improve water quality, reduce the rate of increase in raw water colour, reduce or delay the need for future capital investment for additional water treatment,
deliver government targets for SSSlIs, improve resilience of moorland habitat to climate change, improve carbon absorption of peatland. blocking drainage ditches and gullies; restoring
areas of eroded and exposed peat, restoring hay meadows, establishing new woodlands, scrub planting, restoring heather moorland; improving farm facilities; providing new waste
management facilities; installing fencing to keep livestock away from water bodies and special habitats; assisting tenant farmers to enter Higher Level Stewardship Schemes.

Outcome: 608 ha of upland oak woodland; 320km of moorland drains; 10905 ha of bare peat re-vegetated; 258 km of fencing; 21 new stock buildings; 99.4% of SSSI land in Peak district
now in recovering condition (14% before intervention).

The Eddlestone Water Project

Location: Scotland

Duration: 2009 — present

Stage: Ongoing

Partners: Tweed Forum with the Scottish Government, Scottish Environment Protection Agency (SEPA) and University of Dundee. British Geological Survey, Scottish Borders Council,,
Scottish natural Heritage, the Forestry Commission, National Farmers Union of Scotland, The Tweed Foundation, Forest Carbon and the Woodland Trust.

Aims: To reduce flood risk, by restoring original natural features of the catchment.

Outcome: 142 hectares of riparian woodland created, which will help increase rainfall interception, evapotranspiration, soil infiltration and slow overland flow. 16,000 metres of fencing
erected and just under 200,000 native trees planted. 2.8km of river re-meandered. This has increased river length, reduced the slope and speed of the water flow and provided more
space for flood waters, as well as creating new habitats and improving the landscape. 101 ‘high flow restrictors’ installed that will encourage out-of-bank flow and hold back water in the
headwaters. 22 leaky ponds created (8155 square metres). These wetland features have a good deal of ‘free board’ built in so that they will store water during intense rainfall events.

First Milk Nutrient Offsetting Project

Location: Cleddau

Duration: 2011 - 2014

Stage: Ongoing

Partners: First Milk, Natural Resources Wales

Aims: To achieve a greater reduction in nutrient losses on farm than those nutrients which are discharged into the Cleddau within the permit regulations by the First Milk effluent plant.
Outcomes: N/a

Deepford Brook Pilot

Location: Pembrokeshire
Duration: N/a

Stage: N/a

Partners: N/a
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Aims: To raise awareness of catchment sensitive farming issues; to trial innovative pollution abatement techniques and to evaluate the impact of these measures on water quality;
improve poor oxygen levels and reduce nitrate and phosphorous concentrations in the Twrch and Llafar.
Outcome: N/a

Upstream Thinking

Location: Devon: River Exe, River Dart, Otter Valley, Cofton Cross, Fernworthy Reservoir and Barnstaple Yeo. Cornwall: River Tamar, Falmouth Reservoir, River.

Duration: 2010 - 2020

Stage: Ongoing

Partners: West Country Rivers Trust, Devon Wildlife Trust, Exmoor National Park Authority, Cornwall Wildlife Trust, south West Water

Aims: Improve raw water quality. Restoration of peat bogs, blocking drainage ditches, grazing management schemes, investment in farming infrastructure. Aim to include 750 farms,
1,300ha of moorland and other semi-natural land under revised management.

Outcome: N/a

Llys y Fran reservoir pilot

Location: Eastern Cleddau, Pembrokeshire

Duration: 2013 - 2014

Stage: Completed

Partners: Natural Resources Wales (NRW), DWr Cymru Welsh Water (DCWW) and Afonydd Cymru/Pembrokeshire Rivers Trust (AC/PRT), Blue Green Action Group.

Aims: Investigate the possible causes for reoccurring Blue Green algal blooms

Outcomes: Nutrient Management Plans for 5 farms. Inform all agricultural community in area. Contact 90% of farms in catchment. 2 workshops with aim of 70% attendance - one for
dairy farms one for sheep farms. Engage farming unions - National Farmers Union of Wales (NFU) and Farming Union Wales (FUW). EAW to visit 50 farms. Soil sampling by AC/PRT
volunteers on 65% of farms with 5 soil samples for each farms. Identify 20 farms which require the greatest support to reduce pollution. Of these 20 farms offer support through one-to-
one agronomist help using Nutrient Management plans (NMPs). Moss sampling for pesticide monitoring as funded by EAW.

Building Resilience in Catchments (BRICS)

Location: Pembrokeshire

Duration: 2017 — present

Stage: Starting

Partners: PLANED

Aims: Achieve climate change mitigation through improving soil and water management and habitat measures.
Outcomes: N/a

Coed Eden

Location: Eden Valley, Gwynedd

Duration: Starting

Stage: Start

Partners: Grwp Agrisgop Eden

Aims: Protect native trees and their wildlife for the future; work with other to create more native woodlands and places rich in trees; inspire everyone to enjoy.
Outcomes: N/a

Slug it out

Location: South East

Duration: 2015 — present

Stage: Ongoing

Partners: Anglian Water

Aims: Decrease the use of metaldehyde.

Outcome: At some of our reservoirs, the trial has been a great success with levels of metaldehyde reduced to below the 0.1ug/I limit. In other parts of the countryside, where the land is
managed for a wide range of uses, the results were not so conclusive. The UK'’s largest ever metaldehyde-free farming trial has been expanded after successful first year results achieved
a 60% drop in levels of the chemical detected in reservoir tributaries. An estimated 1,613 kg of metaldehyde was removed.

NeighbourWood Scheme

Location: Ireland

Duration: 2001 -2017

Stage: Ongoing

Partners: The Department of Agriculture, Food and the Marine. Local councils, private landowners and others.

Aims: Funding the development of local woodland amenities for public use. Protecting and enhancing streams, rivers and lakes, often with support of the nationwide Local Authority
Waters & Communities Office. Watercourse protection and enhancement. Flood risk.

Outcome: N/a

Leeds-Liverpool Canal (Canal & Rivers Trust)

Location: Leeds-Liverpool. The area selected for the pilot study is a section of the canal network extending from the River Aire in the centre of Leeds, along the Leeds-Liverpool Canal to
rural Silsden. The pilot study area was carefully selected as a sample of canal which is scalable to the wider inland waterways network and considered to be representative of the
characteristics of the national network of inland waterways. The length of canal included in the pilot study includes designated and non-designated sites of nature conservation value,
important areas of built heritage, and identified regeneration sites adjacent to the canal.

Duration: 2012 — 2013
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Stage: Completed

Partners: Canal & River Trust; JBA Consulting

Aims: To resolve multiple ecosystem risk.

Outcome: CRT assessing ecosystem benefits through further research.

Visitor Giving Schemes (Birmingham City
University)

Location: Nationwide

Duration: 2012 — 2013

Stage: Complete

Partners: Birmingham City University

Aims: Upkeep of areas

Outcome: Mobile apps developed for South Pennines and Lake District. Help sheets produced for visitor giving schemes on Visit England Website.

Cotswolds Catchment (FWAG South West)

Location: Cotswolds

Duration: 2012 — 2014

Stage: Ongoing

Partners: FWAG South West

Aims: To reverse intensive land use. Collect and integrate existing data as part of a detailed evidence base. To develop a PES framework from a ‘buyers’ perspective. To survey and
evaluate ‘sellers’ and develop a PES framework from ‘sellers’ perspective. Assisting in discussions concerning the location of field trials to address knowledge gaps in the evidence base.
To develop and agree a PES framework for the Upper Thames Catchment.

Holinicote Estate (National Trust, Penny
Anderson Associates)

Location: Exmoor National Park

Duration: 2014 — 2015

Stage: Ongoing

Partner: National Trust, Penny Anderson Associates

Aims: Area of flood risk, funding for effective natural flood management methods finishing in March 2015.

Outcomes: The pilot has raised the profile of PES thinking within the National Trust and helped to inform its Land Choices Strategy.

Winford Brook Catchment (Eunomia)

Location: Upstream of Chew Magna Reservoir

Duration: 2014 -2015

Stage: Completed

Partners: Eunomia

Aims: 1Address rapid response catchment has experienced flood related loss of life in the last 18 months. Resolve soil erosion causing silt build up in reservoir. Address sewage overflow
common in the catchment.

Outcomes: Advanced thinking in the legal structures of multi-beneficiary funds and PES intermediaries.

Sustainable Land Management Incentive
Scheme (SLMIS)

Location: 6 river catchments within Scotland

Duration: 2012 — 2015

Stage: Under review- final payments made March 2015
Partners: Scottish Water

Aims: To reduce pollution in waterways

Outcome: None specified

En-Trade

Location: Poole Harbour Catchment

Duration: 2016 — present

Stage: Ongoing

Partners: Wessex Water

Outcome: 147 bids from19 farmers for 47.5 tonnes of nitrogen savings across

1,141 hectares of land. Two further auctions were run in February 2017 comprising: A second cover crop auction which received bids for a further 40 tonnes of nitrogen savings against a
target of 15 tonnes, at a lower price than the previous auction. An auction for arable reversion which received bids for 8 tonnes of savings over 3 years across 66 hectares.

Natural Infrastructure Scheme

Location: TBC

Duration: TBC

Stage: TBC

Partners: TBC

Aims: To deliver multi-buyer and multi-seller contracts for large scale interventions in the upper catchment which result in slow clean water for downstream customers.
Outcome:

Downs and Harbours Clean Water
Partnership

Location: East Hampshire and West Sussex
Duration: 2009 — present
Stage: Ongoing
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Partners: Portsmouth Water, Natural England, Environment Agency

Aims: To improve water quality by safeguarding groundwater sources used for public water supply; reduce pressures on ecology of local rivers such as the Meon, Wallingtom, Ems and
River Lavants; reduce algal growth in local harbours and estuaries.

Outcomes: South Downs Collaborative Modelling Project: establishment of the total catchment areas of groundwater sources supplying abstraction boreholes; total catchments of
groundwater supplying spring sources; total catchment supplying the River ltchen abstraction; derivation of groundwater catchment zones; surface water catchments to groundwater
sources (springs and boreholes); nitrate trend models for groundwater sources; source apportionment modelling for groundwater sources, showing the percentage of nitrate derived
from different activities - e.g. types of agriculture, landfill and forestry.

Drinking Water Protection Scheme (DWPS)

Location: Ugie catchment
Duration: N/a

Stage: N/a

Partners: Scottish Water
Aims: Reduce water pollution
Outcome: N/a

Water and Farming Partnership

Location: Ouse Catchment

Duration: 2014 — 2020

Stage: Ongoing

Partners: South East Water, University of Brighton, Adur and Ouse Partnership
Aim: Improve water quality

Outcome: N/a

SPRING 2 Environmental Protection Scheme

Location: Blithe Catchment

Duration: N/a

Stage: Ongoing

Partners: South Staffordshire Water

Aims: Reduce the presence of Metaldehyde

Stour Catchment Initiative

Location: Stour Catchment (Dorset, Somerset and Wiltshire)

Duration: 2013 — 2017

Stage: Ongoing

Partners: Dorset Wildlife Trust, Wessex Water, Bournemouth University, FWAG Southwest, Natural England.

Aims: To share local knowledge and expertise, identify the local challenges, deliver cost effective solutions with multiple benefits.
Outcomes: N/a

Castlemartin Peninsula Project Pilot

Location: Pembrokeshire Coast Nature Action Zone

Duration: 6 months, finished 2015

Stage: Ongoing

Partners: The National Trust, Natural Resources Wales, Pembroke 21C Community Interest Company, Pembrokeshire Coast National Park Authority, Pembrokeshire County Council and
West Wales Biodiversity Information Centre (WWRIC).

Aims: To provide short term capital improvements in the area together with new mapping work to provide evidence and knowledge regarding future developments.

Outcome: N/a

BurrenLIFE Project

Location: Ireland’s mid-western coast

Duration: 2004 — 2010

Stage: Completed

Partners: Beneficiary and project sponsor: the National Parks and Wildlife Service of the Department of Environment, Heritage and Local Government. Partners and co-financiers of
certain agriculturally-related actions: Teagasc, and the Agriculture and Food Development Authority. Third partner: Irish Farmers Association (Burren IFA).

Aims: Main objective: to' develop a new model for the sustainable agricultural management of the Habitats Directive Annex 1 priority habitats of the Burren'. Address problem of farm
polarisation. Prevent loss of tradition and knowledge, intensification, and neglect and abandonment.

Outcomes: 'Overwhelming success', achieved main and subsidiary objectives. Findings used to form basis of 'Burren Farming for Conservation Programme' (Ireland's first evidence-based,
area-specific agri-environmental scheme, commenced 2010). Environmental ecological monitoring programme led to development of the innovative Risk of Nutrient Transfer Model
which indicated that BurrenLIFE approach to farming is better for sensitive wetland ecosystems. After-LIFE conservation Plan. High (88%) approval ratings among farmers, verifiable
improvements in condition status of priority habitats, and body of research to create a new scheme for the Burren.

Burren Farming for Conservation
Programme (now named the Burren
Programme)

Location: 13,256 ha of the Burren (inc. 1,196 ha of state-owned land. Inc. 42% of all Burren SACs), West Ireland.

Duration: 2010 — 2020

Stage: Completed

Partners: Dept. of Agriculture, food and marine (responsible for payments) and the dept. of environment, heritage and local government.
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Aims: Use findings from BurrenLIFE project and mainstream its (BLP) approach to ¢.100 Burren Farmers. To ensure the sustainable agricultural management of high nature value farmland
in the Burren. To contribute to the positive management of the Burren landscape and the cultural heritage of the Burren. To contribute to improvements in water quality and water
usage efficiency in the Burren region. Deliver environmental benefits as well as value for money. Is a 'locally-led' agri-environment scheme.

Outcomes: Year 5 (2014) report: 89km of stone wall repaired, 22.5km of additional wire fencing erected, 595 new gates hung, 383 water troughs and 65 water storage tanks installed,
173 feed troughs and 118 feed bins purchased, 19km of new vehicle access tracks constructed, 267km of track repaired, as well as over 100 habitat restoration jobs completed. Removal
of 216ha of scrub from species rich grasslands and the reopening of 137km of new paths to facilitate livestock movement

Northern Ireland Agri-Environment Scheme

Location: Northern Ireland

Duration: Ongoing

Stage: Ongoing

Partners: DAERA

Aims: The Environmental Farming Scheme (EFS) is a voluntary scheme that will support farmers and land managers to carry out environmentally beneficial farming practices on
agricultural land. Agreements will normally last for five years however the Tranche 1 agreement for EFS Wider may last 5.5 years. EFS (W), a Wider Level Scheme aimed at delivering
benefits across the wider countryside outside of environmentally designated areas;

EFS (H), a Higher Level Scheme primarily aimed at site specific environmental

improvements at strategically important sites and for priority habitats and species; and EFS (G), a Group Level Scheme to support co-operative work by farmers in specific areas, such as
river catchments, or commonages.

Outcomes: N/a

Green Low-Carbon Agri-Environment
Scheme (GLAS)

Location: Ireland

Duration: 2014 - 2020

Stage: Ongoing

Partners: DAFM

Aims: The scheme aims to support cross-cutting goals for biodiversity, climate change and water quality as well as actions to help preserve archaeological heritage. Like its predecessors it
contains a range of actions, which involve either direct support for environmental intervention or promotion of more sustainable agricultural practices.

Outcomes: Target of reaching 50,000 farmers. The first two tranches of GLAS, proved to be a major success, with a total of 38,000 participants approved into the scheme to date. 243,000
ha of permanent pasture will be conserved.

12,000 km of water courses will be protected. 75, 000 ha of endangered bird habitat will be brought under sustainable management. Commonage Management Plans will be prepared for
over 75% of commonages. 13,000 ha of wild bird cover will be planted, providing up to 19,000 tonnes of winter feed for wild birds.

AranLIFE

Location: Aran Islands, Ireland

Duration: 2014 — 2017

Stage: Ongoing

Partners: 75% from EU's LIFE+ funding programme for the environment. 25% funded by: Department of Arts, Heritage and the Gaeltacht; Teagasc; The Heritage Council; the department
of agriculture, food and the marine, Galway county council, Failte Ireland.

Aims: To develop and demonstrate the best conservation management practices of local farmers on the designated Natura 2000 sites (protected habitats for flora and fauna of European
importance) of the three islands.

Outcome: N/a

Welsh Water Weed Wiping Trial

Location: River Teifi catchment (Ceredigion and Carmarthenshire, SW Wales); River Wye (Wales).

Duration: April -October 2015; April - Oct 2016.

Stage: N/a

Partners: Welsh Water and natural resources wales.

Aims: To promote better advice on handling, applying and disposing of grassland sprays, guidance on mechanical control of rushes and improving land condition to addressing the
underlying causes of infestations, to encourage use of glyphosate instead of MCPA (and therefore reduce MAPA in rivers).

Outcome: Farmers said they were easy to use and as effective as other chemical methods in controlling rush and grassland weeds. 90% found the weed wiper was easy to use and 86%
would use a weed wiper again.

Pesti-wise initiative

Location: Sub-catchments in Essex, Norfolk and Northumberland.

Duration: 2015 — 2020

Stage: Ongoing

Partners: Northumbrian water and Essex & Suffolk water

Aims: To deliver a measurable improvement in the quality of water in streams and rivers from which water is abstracted and treated for drinking.

Outcome: Roxwell Brook: nor exceedances of the 0.1 ug/| drinking water standard for metaldehyde in catchment water samples in the autumn and winter of 2015/16; Max.
Concentration of metaldehyde observed was also significantly reduced (97% lower than in previous years).

The Tittesworth Catchment Partnership

Location: Tittesworth Reservoir Catchment, fed by the River Churnet, Leek, Staffordshire.
Duration: 2011 — 2017
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Stage: Ongoing

Partners: The Trent Rivers Trust; Severn Trent Water

Aims: To improve the quality of water of rivers which feed into Tittesworth reservoir, a water supply reservoir operated by Severn Trent Water (also a designated Drinking Water
Protection Area).

Outcome: 50% reduction in levels of harmful chemicals in water.

KerryLIFE

Location: The Blackwater and the Carag rivers, lveragh Peninsula, County Kerry, SW Ireland.

Duration: 2014 - 2019

Stage: Ongoing

Partners: 50% funding from EU's LIFE funding programme + 50% funding from Dept. of Arts, Heritage and the Gaeltacht; Dept. of Agriculture, Food and the Marine; the Forest Service;
South Kerry Development Partnership Ltd; Coillte; Teagasc; and Pobal.

Aims: Freshwater pearl mussels have particularly stringent requirements, demanding high water clarity and low nutrient concentrations. They are adversely effected by siltation and by
excessive algal cover. Major causes of unfavourable conservation conditions = diffuse sediment and nutrient losses associated with agriculture and forestry. To reverse the decline in the
conservation status of species and habitat (inc. two internationally important freshwater pearl mussel populations) of Caragh and Blackwater river catchments; To enhance awareness
and understanding of the freshwater pearl mussel amongst local stakeholders; To demonstrate sustainable management techniques for farming and forestry in freshwater pearl mussel
catchments. To provide guidance for farming and forestry practices that support the conservation of freshwater pearl mussels.

Outcome: Expected results and outputs (KPIs): Improved habitat (reduce siltation and eutrophication); increased juvenile mussel population (will support achievement of favourable
conservation condition); reduced losses of silt and nutrients from forest and farm project site; greater awareness/understanding of mussels amongst local community and stakeholders;
school education programme; well designed and informative website; establish a mussel tourist walkway; implement approx. 25 farm and 10 forest management plans; sustainable
management of farm/forest drainage systems; provide 20 alternative drinking water facilities on farms; establish 15 ha native woodland; manage 10 ha existing broadleaf woodland;
conversion of 15 ha to native broadleaf; restructure 175 ha commercial plantations into long-term retention woodland; 10 training workshops and 10 demonstration events to farmers,
forest-owners and other catchment users; distribute 4 best practice guides; report on feasibility of local marketing initiatives and establishment of local supplier and consumer network;
publish AfterLIFE conservation plan for both catchments.

Drinking Water Protection Scheme (DWPS)

Location: Ugie catchment areas and Orkney catchment areas, Scotland
Duration: Ongoing

Stage: Ongoing

Partners: Scottish Water

Aims: The DWPS targets specific areas within drinking water catchments and invites land managers to join. Improvement in water quality is monitored and eligible catchments are reviewed when a long term
improvement is observed.
Outcome: N/a

Thames Water (request for tender)

Location: Four catchment areas: Sor Brook, Upper Stort, Lower Stort, Source of Thames.

Duration: Phase 1 (spring-summer 2018); phase 2 (spring-end of septmber 2018); phase 3 (summer 2018); phase 4 (sept-dec 2018; phase 5 (January 2019); and phase 6 (Jan 2019).
Stage: Not yet started.

Partners: Thames Water

Aims: Reducing diffuse pollution of watercourses from agricultural pesticides, particularly metaldehyde.

Outcome: N/a

Smart Water Catchment: Evelod Catchment
Project

Location: River Evenlode catchment (headwater tributary in the thames basin).

Duration: 2016-2021

Stage: in second year.

Partners: Evenlode Catchment Partnership Steering Group - West Oxfordshire District Council; Windrush AEC Ltd; Wychwood Project; an independent hydrologist and Thames Water
Utilites Limited. Catchment partnership members - Cotswolds Rivers Trust; Berks, Bucks and Oxon Wildlife Trust; Forestry Commission; Sylva Foundation; Centre for Ecology and
Hydrology (CEH); Cotswolds Area of Outstanding Natural Beauty (AONB); Natural England; Upper Thames Fisheries Consultative; Combe Mill Education Centre at Blenheim Estate.
Landowners. Parish Councils.

Aims: A key objective of this project is to determine whether multiple small-scale National Flood Management (NFM) interventions in these catchments can provide a material benefit to
flood frequency and extent. The Partnership aims to facilitate improvements in water quality, enhance biodiversity, flood management, resilience to climate change and build greater
community engagement with the local rivers, at local and greater landscape delivery scales.

Outcome: After first year: 'already good progress has been made. As in all multi-partner projects, it takes considerable time to develop relationships with landowners and the
community. It also takes time to work through the sometimes conflicting site specific constraints to find the optimum solutions. The success of this project so far has been due to the
establishment of an effective NFM working group drawing together key organisations (EA, Wild Oxfordshire, Local Authority, Thames Water, Wychwood Project, a local river restoration
specialist and expert hydrologist) within the wider Evenlode Catchment Partnership, to work with local communities and landowners to develop sustainable NFM solutions. This has
allowed a cost effective delivery model to be developed and funded that maximises the potential for local priorities with multiple benefits.'
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Appendix 2: Characteristics of PES schemes reviewed

Table 14 Capital items included in projects as part of the literature review
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Table 16 Eligibility criteria for PES schemes designed to improve water quality in Great Britain

STEPS

Deepford Brook
pilot

EFS

STEPS

EFS
GLAS

EFS

GLAS

GLAS

GLAS

Slug it out
NeighbourWood
Scheme

STEPS
STEPS

STEPS
STEPS
STEPS

EFS

STEPS

STEPS

STEPS

EFS
NeighbourWood
Scheme

SLMIS

STEPS

Must display a min level of farming activity.
The CSF project, (October 2005 to December 2007) was open to farmers with at least 10 ha within the Deepford CSF catchment, which has an area of about 183 km?2.

In almost all circumstances, only the person actively farming the land and claiming other
Applicants must ensure that the area, unit or item entered for the scheme is suitable for the STEPS project to be carried out.

Area-based payments will be eligible to apply to the EFS.
Under the GLAS scheme, priority is been given to different ‘tier’ farmers, with priority given to Tier 1 farmers, then Tier 2 and then Tier 3.

EFS is open to applicants who have a DAERA Category 1 or Category 2 Business Identification Number

A Tier 1 farmer, under GLAS, means that you have one of the following criteria on your farm: Natura Sites (privately owned SAC or SPA), Commonages >10ha, high Status Water
Area (bovines only), farmland Birds Rare breeds (registered in 2012/2013). Also in Tier 1, but after the farmers listed with the conditions above, are intensive farmers (dairy, beef,
sheep farms). They can also qualify for priority access to GLAS, if they have a whole farm stocking rate of over 140kg N/ha, or tillage farmers can qualify if they have more than
30ha of arable crops.

A Tier 2 farmer Does not have Priority Environmental Assets but do have land with a Vulnerable Water Area; or,If you don’t have a Vulnerable Water Area, an applicant may still
qualify for Tier 2 access provided one of the following actions are chosen and planned for:

Tier 3 farmers will be those who do not meet the above criteria but who can adopt options to fulfil the criteria.

Using Metaldehyde

Individual application can be no larger than 12 ha. Larger sites can be funded under scheme by submitting separate applications for separate areas over consecutive years. Only
certain species

All work must comply with all British Standards and Codes of Agricultural Good Practice.

All work must comply with relevant environmental legislation and have the appropriate planning permissions.

All work must comply with the relevant health and safety legislation.
Before commitment to any work, you may have to seek guidance form the Environment Agency e.g. Installation of a biobed on your farm holding.
Any breach of cross-compliance noted during an on farm inspection may be reported to the Environment Agency.

Land that is under an older agri-environment scheme agreement on the date by which the EFS agreement is due to commence will not be eligible

You must inform ST of any proposed change to a selected scheme option, including a written reason for the proposed change. You will then receive a letter of approval, if the
change is deemed acceptable. If you change the location of the STEPS capital item and do not inform ST you may liable to a penalty.

Work on capital investment items must not commence until notification of a STEPS contract has been issued.

Lease must run the whole 5 years of the agreements with STW.
If the applicant does not own the land, management control will usually mean a lease covering the five year period of the Scheme. Where leased land is entered into EFS, both the
landlord and tenant are advised to seek legal advice when drawing up the lease.

Individual application can be no larger than 12 ha. Larger sites can be funded under scheme by submitting separate applications for separate areas over consecutive years. Only
certain species

Each farmer can apply as many times as desired, within a maximum annual financial ceiling of £20,000 per business.

Min 5 Ha or 3 ha of grassland.
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Active farmer
Active farmer

Active farmer
Appropriate environment

Appropriate environment
Appropriate environment

Appropriate environment

Appropriate environment

Appropriate environment

Appropriate environment

Can provide outcome
Can provide outcome

Comply with good practice
Comply with relevant
legislation

Comply with relevant
legislation

Comply with relevant
legislation

Comply with relevant
legislation

Double funding

Informing of change

Investment for works that
have not already begun
Length of agreement
Length of agreement

Maximum area

maximum finance per farmer

Minimum area
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Appendix 3: Interview questions

Table 17 Internal interviewee questions

1. Please can you give me an overview of you relevant experience?

Eligibility
2. Currently the only eligibility criteria is the area. Are there any additional criteria which
could help improve the effectiveness of the scheme?

Eligible items

3. Are the correct items included to have an impact on MCPA levels, turbidity and colour in
the water?
i) Management plan
ii) Pesticide control
iii) Colour and turbidity

4. Are payment rates at the correct level?

5. Are their descriptions sufficient?
a. Correct level of detail.
b. Understandable to farmers
¢. How can they be improved

Application Process

6. What are your thoughts on the application process?
a. Limitto £20,000 for entire programme.

b. Maximum one application.
c¢. No money paid in advance.
d. How should initial contact be made?

e. How should the application form be administrated (online, paper or combination)

Appeals process

7. Should the scheme have an appeals process? If no skip to next section.
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8. If yes, what should the appeals process look like?

9. Do you know of other examples where there has been an appeals process?

Legal issues

10. As part of the scheme development we need to provide a contract for the farmers to
agree to. Are you aware of any legal requirements that should be included?

11. How have other schemes ensure there is no double-counting with other schemes?

12. In Ireland they have Conacre agreements- do you have any ideas on how this can be dealt
with as part of the scheme contract?

Monitoring and Evaluation

13. What should we include to ensure we can monitor the beneficiaries of the scheme? (e.g.,
have they completed what they said they would)

14. What data should we collect to monitor the success of the scheme?

15. From the scheme proposed would you expect any co-benefits? (e.g. any other ES
delivered, any economic multiplier effect e.g. job creation etc.)
a. How could we measure them?

16. From the scheme proposed would you expect any Intangible effects? (e.g. any impact on
attitudes/perceptions; any new networks created)
a. How could we measure them?
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17. What feedback should farmers get on the success of their initiatives?

Resources

18. What level of support would you expect to be provided from staff on the ground in terms
of catchment officers to ensure the scheme is a success?

19. Do you know of any cost-benefit analysis on other PES schemes?

Table 18 External interviewee questions

1. Please can you give me an overview of your relevant experience?

Eligibility
2. From your previous experience, what eligibility criteria would you expect as part of a Land
Incentive Scheme?

3. From our current draft scheme we have the following criteria:
a. Will not finance regulatory compliance.
b. Will not invest in projects that do not reduce or protect contamination risk of a
drinking water source.
c. Will not finance capital Works that are already underway.
d. The project must be in the catchment.
e. Any Land Manager who owns land or operates an agricultural business.

Are these fair criteria?
Are changes needed?
Eligible items

4. So now | just want you to have a quick look at the eligible items. Are the correct items
included to have an impact on MCPA levels, turbidity (sediment in water) and colour?
iv) Management plan




v) Pesticide control
vi) Colour and turbidity

5. You will also notice that the intervention rates are included. At those intervention rates do
you think the scheme will be attractive to land managers?

Application Process

6. What would a good application process look like to you?

7. As part of the current application process there are a few terms and conditions, which are:
a. Limitto £20,000 for entire programme.

b. Maximum one application.

c. No money paid in advance.

Are these appropriate?

8. Should the scheme have an appeals process?

9. From your experience, what does a good claims process include?
a. Evidence needed
b. Timing of payment

10. What feedback should farmers get on the success of their initiatives?

Resources

11. The final aspect that the project team are very interested in is knowing if the catchment
work is cost effective. Do you know of any cost-benefit analysis on other PES schemes-
where they have compared the price of resources needed with treatment costs?
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