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Article 42

Territorial Application of Chapter IV
1, The rights and obligetions arising under this chapter shall be deemed
to be in force between each and every customs territory in respect of which
this Charter has been accepted by a Mewber in accordance with Article 99.
2. TFor the purposes of this Charter a customs territory shall be
understood to mean eny territory with respect to which separate tariffs or
other regulations of commercs are maintained for a substantial pa.rt of the
trade of such territory with other territories. -
" Article 42A°
- Frontier Traffi
The provi51ona of this chapter shall hot be construed to prevent o
advantages accorded by eny Member to adjacent countries in order: to facili'tate
frontier traffio, t

Article 42B
Customs Unions - Free Trade Areas

1. Mermbers recognize that the purpose of ithe customs unions or of a free
trade avea should be tq facilitate trade between the partieg to it end not to

[Hinder] the trade of such parties with other Members.
2, - The provieslons of this chapter shall not therefore be corstrued to
prevent the formation of a cusvwems union or the establishment of &
fro.-tradd area or the adepiion of an interim arrangement necegsary for
the formaticn of o customs union or a frec~trade arve, FROVIDED that:
(1)} with respect.to & customs union, or an interim agresment
loading to the estabiishment of ‘2 customs unlon; the dutius
and .other reglations of commuree imposcd at-the institution
of axy such union or interim agruemsat in ruspoct of trade -
with Marbors of the Crganization shall mot on thy wkolu bu. .
higher or more rustrictive than the geacral iacidence of the
dutles and rogulatiors of commorce epplicable in the.
.constituent territoriss prior to the forustion of such union,
or the adoption of such interim agresmont, as the case may bo;
/(i1) with respoct



E/CONF,2/C. 2&3/A/13
Pege 2 _

(11) with respect to a fres<trads aree, or an interim agreement
loading to the establibhment of e free-trads sreas, the duties
and other regulatiocns of bommorce maintained inm each of the
constituent terfitorivs ahd applicable at the esteblishment
of such free trade¢ arsa, or the adoption of such interim
agrocment, to tho treds of Members not participeting in the
arrangement shall not be higher or wore restrictive than the
corresponding tariffs and other regulations of commrce existing
in tho sam conmstituent territory prior to the establishment of
the fres trads arve, or interim egrecmont, as the case may bo;

(111) PROVIDED further that any interim agrecmsnt referred to in
* sub-paregraphs (1) and (11) above shall include & definite .

plan and scheduls for the attalmmsnt of such a customs union
.or the ostablishment-of such e free trade ares within & -
. reesonable lungth of time.. . .

-3« (2) . Any Momber Bofore .wptering into & oustoms union or a. frue-tra.du exes,d
or an interim egrusment leading to the formation of such & union.or ‘.f
free-tradv arve, shall notify the Organization and shall maks availeblo
to it such information regerding the proposod wiion or free-trede arva
as will ena’ole the Orgenization to make such reports end recammendations
-to Msmbers es it may deom appropriats. x
(b) If, after having studisd the plans end schedulss provided. for. J.n
an Interim agrocm.nt undor paregraph 2, in consultation with the partivs -
to that egrecmunt and on the basis of information mede evailable in
accordance with tho, terms of aﬁb—pa.ragraph (&), the Organization finds
that. such. egrosment is not likely to rosult in a. customs union or in the
egtablishment of a frev-trade arsa within the time limit contemplated
by the partics to the egrecment and thet such time limit do mot e

' constitute a ruasomable length of timo, the partics to thy sgrecmont
may not maintein it in force or imstitute such agreement -if it hes..

- not yet been concluded, R
{c) Any substentisl chenge in the plan or scheduls shall be notifiud
to the-Orgenization vhich mey request the Mombers concermed to consult .
with it if the change seums likely to Jeoperdize or deley unduly the 5
achievement of the gustoms union or thuv froc-irede erve, :

L, For the purposus of this Charter: - - -

{2)- & customs wnion shell bu understood to ywen thy substitution of

& singls’ customs torritory for two or more custams territcrivs, so that

(i) teriffs apd other restrictive regulations of commsros (except,
vhere neceazsa.xy ’ those pemitted under Section B-of -Chapter IV -
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end wider Article 43) ero eliminated on substentially all -
tho trad,e betwoen the territories of mawbers of the union
Jin products originating in such territorieg/ end
(41) oubstantially the seme tariffs end cthor rcgulations of
camsrce are applied bty each of the members of the union
to the trads of texrritorivs not included in the union;
(v) A free-trade ares shall be undorstood to moan & group of two
or moro customs territorics of Mombers in which the tariffs and
other restrictive rogulations of cammsrce (uxcept, whore necossary,
those permitted uwndor Section B of Chapter IV and under Article 43)
between such turritories are clininated op substantially all the
trade in products originating in territoriocs of constituents of
the frec-trade arva,
(c) The proforences referrsd to in pevegreph © of Article 16
shall not be affected by the comstitution of a customs union or
a free-trade area but mey b¢ eliminated or adjusted in accordance
with thv procodure of Article 17.



