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Draft Revision of Article 42

Territorialepplic&tion of Chapter IV
1. The righte and obligations arising under this chepter shell be deemed
to be in i‘orce_ bet_ween each and every customs territory.in.respect of which
this Chaxrter has been accepted by & Member in accordance with Article 99.
2, For the purposes of this Charter [5ha15te£7 a customs territory shall be
understood to mean any territory with respect to which separate teriffs or
other regulations of commorce are maintained for substentially all the trade.
of such territory with other territories.
Article L2A

The provisions of this chagcer shall not be construed to prevent " ,,
aivantages accorded by any Member to adjacent countries in order to facilitate
frontler traffic.

Article 42B
Customs Unlons - Free Trade Areas

1. Members recognize thet the purpose of a customs union or -of 8 fres trade
ares ghould be to facilitate trede between the parties to it and not to raise
obstacles to the trede of other Membefs with such parties,
2, The provisions of this chayter shell not therefore ve construed to
prevent the formation of a custems unicon oi the es;,ablislzment of a free-trade
area or the adoption of an interim agreemenr. n@cesue.ry for the formation of
& customs union or a Iree-tre.de area. PROVIDED that: _
(1) with respect to a customs unjon, or an interim egreement

leading to the establishment of a cuatoms union; the daties -

end other regu_ations of commerce imposed at the institution

of any euch union or interim agreement in respect of trade

with Members of the Organ;zatio;; shall not on the whole be

higher or more restrictive then the generel incidence of the

duties and reguletions of commserce applicable in the

' /constituent
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' @sﬁmgmﬁm prior to the formation of such union,
. or the adoption of stch interim agreement, as tho case may bs;
(42)} with respect to a frec-trade area, or an interim sgroement

leadirg to the establishment of a freoe-trade ares, the duties
end other rvgulations of commsrce maintained in cach of the
constitusnt territorios and epplicadble at tho estatlishment
of guch 'i‘?ee trede arca, or the adoption of such interim
égreement, to the trade of Members not participating in the
arTengement shall not Ve higher or more restrictive than the
Corresponding tariffs and other regulations of commerce existing
In the game constituant torritory pricr to the cstablishment of
the. free txade, aroa; or interim egreement, as the case may be;

"{111) - FROVIDRD further that eny intorim agroemcnt referred to ia

3.

* - sub-paregrephs (1) and (11) ebove shall include Y def:!nitc .
~. Plan and schedule for tho ettainmont of such & customs union 4
or ths establishmant of such a free trads arés within a
reagonable length of time, ’
(2) Any Member deciding to cnter into a custems union or a frec-trade
-8¥eq; or an interim agreemont leading to the formation of such & wion or
i‘:eo-trade area, shall promptly notify the Organization and shall make
avallahlo to it such informetion regerding the proposed anion or “reﬁ-
. trade eréa’ ‘ag will emabls the Organization to make euch "eports and.
‘recormendations to Membors as 1t may deam appropriate. ' ‘
() If, after haing studled the plans end schedulos providsd for in
an interim agreement wndor parsgreph 2, in copsultation with the partles
‘%o that egreement and giving due account to the information made available

in accordance wvith the teyms of sub-pe.ragraph {(a), the Organiza.tion finds -

that guch agreement is not 111:0.‘1y to result in a c'astoma union or in the
establishment of ‘s free-trede area vdthin the periorl contcmglated by tbo
rar{ies to the agreement or that such period is mot e roaeonable one, the
Orgznization aha.u make recommendations to the partics’ to- the agreement.
If the parties are not Propared to modify the ag'eement in acordanca
with such recammendations, they shall not maintain 1% in force or f
institute such agresment 1f 1t has mot yot been concluaad._"
{c) - Any substantial chapgo in the rlan or schedulo shall Do notiﬁed
to the ‘Organtzation which may request the Membars concomed to capsult
wlth 1t 1f the change sedms likely to Jeopardize or delay'undnly the
acmevemeut of the customg wnion or ‘the froe-trade a.rea.
- — s . /l:. For the purposos

*
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4., TFor the pwrposes of this Chartor!
(a) A custems union shall bo uhderstood to mean the substitution of
a single customs territory for two or more customs territorics, so that
(1) tariffe and other restrictive regulations of commerco (except,
vhore necessary, those permitied under Section B of Chapter IV
and under Article 43) are eliminatod on substantially all
tho trade betweon the constitucnt territories of the wnion
[in products originating in such territorics/ and
(11) substantially the samo tariffs and othur regulations of
coxmeorce are appliod by cach of the mcmbers of the waien
to thc trade of territories met includecd in tho union;
(b) A free-trade area shall be understood to mean a group of two
or more customs territories fof Mem‘berg in which the tariffs and
other restrictive regulations of commerce (except, where nccessary,
those permitted under Scction B of Chapter IV and undor Article 43)
between such texritorics areo climinated on substantially all the
trado in products origineting in constituent territories of the
free-trade area,
5. Subject to ths provisions of sub-paragraphs (a) (i) and (b) of
paragraph 4, tho preferences roforred to in paragraph 2 of Article 16 shall
not bo affected by the constitution of & customs wnion or & frec-trade a.rga,:_-’i
but may be climinated or adjusted by means of ncgotiations with Members *
affected,



