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Background and context

The Common Agricultural Policy (CAP) has been the primary policy tool for the support
of agriculture across Europe since its introduction in 1962.

At present the CAP is organised under two pillars — pillar 1 being focussed on direct
payment to farmers largely in the form of the Single Farm Payment (SFP), and Pillar 2
focussing on wider rural development measures including diversification,
habitat/environmental conservation, and wider rural sustainability.

The CAP currently accounts for around 42% of the entire EU budget and is currently in
the process of being reformed, a move which will see the Single Farm Payment being
replaced with a new Basic Payment Scheme.

The aforementioned Single Farm Payment (SFP) system was introduced in 2005 and
this paper provides an overview of the origins of the system and how it is operated
within Northern Ireland.
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For many farmers and farm families across the EU, the SFP has become increasingly
critical in terms of income and it could be argued that without this provision, many farm
businesses would not be viable.

2 Legislation — EU origins

The concept of the Single Farm Payment model for providing support to farmers first
appeared in CAP reform proposals published by the European Commission in 2003. A
key aim of these proposals was to make the break between payments to farmers
based upon the amount they produced, a process referred to as decoupling.

The finalised reforms which led to the creation of a new decoupled Single Farm
Payment where set out in regulation EC1782/2003* published on the 29™ September
2003.

Regulation EC 1782/2003 sets out the requirements for what the Single Farm Payment
system to be applied across the EU should contain, with notable elements including:

= All farmers may apply for direct payments;

= The single payment was to be an annual income payment to farmers based on their
entitlement over the 2000-2002 reference period;

= Entitlement to direct payments requires farmers to maintain their land in good
agricultural condition and comply with set standards on public health, animal and
plant health, the environment and animal welfare — adherence to these measures is
completed through a so called cross-compliance check;

= A failure to meet the cross-compliance conditions will lead to a penalty in the form of
a reduction to direct payments that a farmer receives;

= Farmers had the freedom to decide what they want to produce in response to
market demand without losing their entitlement to support — more flexible approach;

= All existing EU Member States were required to introduce the single payment
scheme by 2007 at the latest — new Member States were given until 2009.

The UK government chose to introduce the new Single Farm Payment system in
January 2005.

The European Commission undertook a so called CAP Health Check in 2007 which
effectively looked at how well the CAP was working. This Health Check led to a number
of changes in relation to how the CAP was delivered with notable examples including:

= The removal of cross compliance elements relating to the wild birds and habitats
directives due to their lack of relevance to agriculture;

! COUNCIL REGULATION (EC) No 1782/2003, establishing common rules for direct support schemes under the common
agricultural policy and establishing certain support schemes for farmers and amending Regulations (EEC) No 2019/93,
(EC) No 1452/2001, (EC) No 1453/2001, (EC) No 1454/2001, (EC) 1868/94, (EC) No 1251/1999, (EC) No 1254/1999,
(EC) No 1673/2000, (EEC) No 2358/71 and (EC) No 2529/2001, 29th September 2003,
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= The addition of new cross compliance elements relating to the protection of water
resources;

= A commitment to increase modulation — the removal of money from farmers with
direct payments in excess of €5,000 to finance rural development measures;

= The shifting of remaining coupled payments to the decoupled single-payment
scheme;

= The introduction of a mechanism to enable member states to decide in “an objective
and non-discriminatory manner” to not issue SFP to companies or firms “whose
principal company’s objects do not consist of exercising an agricultural activity.”

In light of these changes Regulation EC 1782/2003 was repealed and replaced by
Regulation 73/2009°, which effectively established the EU wide rules for the CAP’s
revised direct farm support schemes.

Building upon this base, Regulation EC 1120/2009° sets out the specific and detailed
rules for the implementation of the revised Single Farm Payment Scheme.

Regulation EC 1122/2009 also provided detail on the requirements under cross
compliance, modulation and the Integrated Administration and Control System (IACS)

3 Single Farm Payment process in Northern Ireland

Within Northern Ireland DARD acts as the paying agency for the Single Farm Payment
and currently operates a so called Static Vertical Hybrid Model for payment calculation.
In effect this means that payments are based upon each farm’s average annual
payments for the reference period of 2000-2002 plus a flat rate regional rate. Relative
weightings for the historic rate and regional rate remain the same through time.

At present there are around 38,000 Single Farm Payment recipients within Northern
Ireland and around 750,000 field parcels against which claims are made. The total
money paid out through the scheme within Northern Ireland is in the region of £300m.
As indicated by these figures, the administration of the SFP is both complex and
challenging for applicant and paying agency alike.

Farmers in Northern Ireland can also choose to receive their SFP in either Sterling or
Euro. The decision needs to be made by the 15th May (deadline for completed forms in
2012) and is binding until the following year’s payment is applied for. The exchange
rate at which payments are made, if not in €, is set on the 1st October each year using
the European Central Bank exchange rate on that day.

Based upon the 2012 Scheme, in order to be eligible for a Single Farm Payment (SFP)
applicants need to meet the following criteria:

2 http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2009:030:0016:0016:EN:PDFE
% http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2009:316:0001:0026:EN:PDF
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Be a farmer undertaking agricultural activity and have been issued with a Category 1
Business ID;

Hold SFP entitlements and have eligible agricultural land;

Ensure any individual field, or area within a field, you declare to activate SFP
entitlements is at least 0.1 hectares. If you have special entitlements you can
activate these without any land but you must satisfy the required level of agricultural
activity we have told you about;

The land on which you claim payment must be at your disposal on 15 May in the
year of the claim.

Forms can also be submitted online but in order to avail of this provision, farmers must
have a Government Gateway ID and associated password.

EU rules require Paying Authorities to pay 95.24% of the value of claims by end of
following June. Payments normally commence in early December. In 2011 DARD paid
over 85% of claims in December and over 90% by the end of January.

Figure 1 below sets out the actual SFP process as it will be delivered in Northern
Ireland during 2012.

4  Single Farm Payment challenges/opportunities

How will the on-going CAP reform process impact on both the eligibility for and
delivery of the Single Farm Payment in Northern Ireland — will an already complex
system become more complex? — different payment rates and active farmer
definition as examples;

Will the adoption of Remote Sensing, as a pilot project in 2012, increase the
efficiency of SFP administration?

Disallowance levels - disallowances for Area Aid Corrections include problems with
Land Parcel Information System/GIS i.e. how field boundaries are determined to
enable drawdown of Single Farm Payments — have been the main cause of
disallowance for NI between 2005 and 2011 — are these issues now effectively
resolved?
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SINGLE FARM PAYMENT PROCESS (Northern Ireland 2012)— FLOWY CHART

Singe Application Farm (SAF1) issued
automancally by DARD if Single Farm
Payment clamed in previous year( Mid-
end March)

SAF 1form and sssociaded Field DataSheet (FDS). ae pre-
populated with previous daim datato make completion easier

DARD send out LPE farm maps, derived fram aerid photo-

graphs to SAF gpplicant farmers. Feld boundaries (red) and

ineligible features (purple)are marked onthe map. Helps
farmers to complete SAF1 and FDS farms

A farmer can at any time choose
to correct their SAF1 form by
removingor redudngthe area

they have daimed for. Any chang-
es must however be madein
writing [SAF3 form) and hawe to
be made priorto notficaton of
an on-farm inspection or any
notfications from DARD about
ermrs inthe form

Submitted applications with an
obvious error (have to be de-
tected by an admin check of
form info) can be adjusted by

DARD without pendty—
provided they are satsfied the
ermrs are obvious

— =

Farmer @mmpletes SAF] form and Feld DataSheet [SAF2]
using LPIS maps to inform them. The farmer has ultimate
resporaibility forereuring that the irfformation they
submit is accurate.

l

Farmers can submit application online which can reduce mis-
takes in clams

}

Farmer sends campleted SAF] form and FDS to local DARD
office or Orchard House for processing—must be submitbed
by 15th May to avoid lateclaim pzraltes.

!

9h June— final date for receiving SFP
forms or making amendments to sub-

mitted forms— except ongrounds of
force majeuref exceptional drcumstances
all forms received from the 12th June are
rejected

)

DARD scan and index daims and issue acknowiedge-
ment letters.. Feld datais logged on DARD system.
Farm businesses are identified for on thespot
checks

)

SFP gpplications submitted fraom 16th
May to Sth June will be subject to penal-
ty of 1% payment reduction perlate
waorking day

.

Submitted applications can be

amended to inoese the aea

claimed for without penalty up
until the 31st May.

'

SFP gpplications already received by DARD can

ingese the aeadaimed for but will attract a

be amended from the 1st tothe Sh lune to

pendty

DARD msesses submitted application forms to ensure comect
completion and tha the eligibility rules are being met

A 4
Administrative validation checksare carried out on
all daims against other databases and clam—related

dataincluding mapping control— field validation
check aampleted azainst DARD field register to iden-
tify any divergence/difference . Vdidation errors are
inmwestigated.

!

On-the-spot checks are conducted on ap-

proximaely % of applicants to check eligi-

bility (1.25% random,3.7%% riskbased)- In
2012, 250 of these hawe been conducted
using remaote sensing tools for first time in
MI. 1% of applicants seleced by each

competent aontrol authority also subject to

cross compliance inspection

Findings of admin checks and inspections areaapplied, eligibility assessed.
Determined areanotices are issued to fammers. In addition to adjustment of
inspected clams, adjustments are also applied to previous clams ifthe land
used to support these has been adjusted & a result ofthe inspection .

}

Any disamvered inacairades or breeches of eligibility and cross ammpliance
rules will lead to reductions or exclusions. Retrospedive action taken if ap-
proprize to recalculate entitlements, apply pendties and remver over pay- | are unhappy withdeci
ments. Emtitlements which hawe been unduly awarded are remwvered.

tion letter

.

SFP payments to farmers start toissue
early December 2012

Farmer has right to formal
reviewofdecsions if they

sion —must be within 42
days of D& RD confirma-

Figure 1: Single Farm Payment Process (Northern Ireland 2012
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