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(O) marketing and promotion services, including market information, advice and
promotion relating to particular products but excluding expenditure for
unspecified purposes that could be used by sellers to reduce their selling
price or confer a direct economic benefit to purchasers; and

) infrastructural services, including: electricity reticulation, roads and other
means of transport, market and port facilities, water supply facilities, dams
and drainage schemes, and infrastructural works associated with
environmental programmes. In all cases the expenditure shall be directed to
the provision or construction of capital works only, and shall exclude the
subsidized provision of on-farm facilities other than for the reticulation of
generally available public utilities. It shall not include subsidies to inputs or
operating costs, or preferential user charges.

3. Public stockholding for food security purposes®

(footnote original)®> For the purposes of paragraph 3 of this Annex, governmental
stockholding programmes for food security purposes in developing countries whose
operation is transparent and conducted in accordance with officially published objective
criteria or guidelines shall be considered to be in conformity with the provisions of this
paragraph, including programmes under which stocks of foodstuffs for food security
purposes are acquired and released at administered prices, provided that the difference
between the acquisition price and the external reference price is accounted for in the AMS.

Expenditures (or revenue foregone) in relation to the accumulation and holding of
stocks of products which form an integral part of a food security programme identified in
national legislation. This may include government aid to private storage of products as part
of such a programme.

The wvolume and accumulation of such stocks shall correspond to
predetermined targets related solely to food security. The process of stock
accumulation and disposal shall be financially transparent. Food purchases
by the government shall be made at current market prices and sales from
food security stocks shall be made at no less than the current domestic
market price for the product and quality in question.

4. Domestic food aid®

(footnote original)® & 6 For the purposes of paragraphs 3 and 4 of this Annex, the provision
of foodstuffs at subsidized prices with the objective of meeting food requirements of urban
and rural poor in developing countries on a regular basis at reasonable prices shall be
considered to be in conformity with the provisions of this paragraph.

Expenditures (or revenue foregone) in relation to the provision of domestic food aid to
sections of the population in need.

Eligibility to receive the food aid shall be subject to clearly-defined criteria
related to nutritional objectives. Such aid shall be in the form of direct
provision of food to those concerned or the provision of means to allow
eligible recipients to buy food either at market or at subsidized prices. Food
purchases by the government shall be made at current market prices and
the financing and administration of the aid shall be transparent.
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The payments shall not mandate or in any way designate the agricultural
products to be produced by the recipients except to require them not to
produce a particular product.

The payments shall be limited to the amount required to compensate for the
structural disadvantage.

12. Payments under environmental programmes

GY

(b)

Eligibility for such payments shall be determined as part of a clearly-defined
government environmental or conservation programme and be dependent
on the fulfilment of specific conditions under the government programme,
including conditions related to production methods or inputs.

The amount of payment shall be limited to the extra costs or loss of income
involved in complying with the government programme.

13. Payments under regional assistance programmes
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(b)
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Eligibility for such payments shall be limited to producers in disadvantaged
regions. Each such region must be a clearly designated contiguous
geographical area with a definable economic and administrative identity,
considered as disadvantaged on the basis of neutral and objective criteria
clearly spelt out in law or regulation and indicating that the region's
difficulties arise out of more than temporary circumstances.

The amount of such payments in any given year shall not be related to, or
based on, the type or volume of production (including livestock units)
undertaken by the producer in any year after the base period other than to
reduce that production.

The amount of such payments in any given year shall not be related to, or
based on, the prices, domestic or international, applying to any production
undertaken in any year after the base period.

Payments shall be available only to producers in eligible regions, but
generally available to all producers within such regions.
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production, paragraph 6(e) implies that Members are allowed, in principle, to
require no production at all. Accordingly, payments conditioned on a total ban on
any production may qualify as decoupled income support under paragraph 6(e).
Even assuming that payments contingent on a total production ban could be seen
to relate the amount of the payment to the volume of production within the
meaning of paragraph 6(b)—the volume of production being nil—giving meaning
and effect to both paragraphs 6(b) and 6(e) suggests a reading of paragraph 6(b)
that would not disallow a total ban on any production."3

1.2.3 Relationship with other provisions of the Agreement on Agriculture

4. In US — Upland Cotton, the Appellate Body gave considerable weight in its interpretation of
paragraph 6(b) of Annex 2 to the context provided by paragraph 11 of Annex 2, which indicated
that the ordinary meaning of the terms used in paragraph 6(b) did not authorize a negative
requirement not to produce a particular product:

"We find further support for our interpretation of paragraph 6(b) in the context
provided by paragraph 11 of Annex 2, entitled 'Structural adjustment assistance
provided through investment aids'. Several of the subparagraphs of paragraph 11
are phrased in similar terms to those of paragraph 6. Indeed, like paragraph 6(b),
paragraph 11(b) requires that the 'amount of ... payments ... shall not be related to
... the type or volume of production ... undertaken by the producer in any year after
the base period." However, unlike paragraph 6(b), paragraph 11(b) ends with the
phrase 'other than as provided for under criterion (e) below'. Criterion 11(e)
specifically envisages that 'payments shall not mandate or in any way designate
the agricult
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