§1493.6

of the U.S. commodity under consider-
ation.

§1493.6 Additional required deter-
minations for GSM-103.

Notwithstanding any other provision
under this part, CCC shall not guar-
antee under the GSM-103 program the
repayment of credit made available to
finance an export sale unless the Sec-
retary of Agriculture determines that
such sale will:

(a) Develop, expand or maintain the
importing country as a foreign market,
on a long-term basis, for the commer-
cial sale and export of U.S. agricultural
commodities, without displacing nor-
mal commercial sales;

(b) Improve the capability of the im-
porting country to purchase or use, on
a long-term basis, U.S. agricultural
commodities; or

(c) Otherwise promote the export of
U.S. agricultural commodities.

Subpart B—CCC Export Credit
Guarantee Program (GSM-
102) and CCC Intermediate
Export Credit Guarantee Pro-
gram (GSM-103) Operations

§1493.10 General statement.

(a) Overview. (1) This subpart con-
tains the regulations governing the op-
erations of the Export Credit Guar-
antee Program (GSM-102) and the In-
termediate Credit Guarantee Program
(GSM-103). The GSM-102 and GSM-103
programs of the Commodity Credit
Corporation (CCC) were developed to
expand U.S. agricultural exports by
making available export credit guaran-
tees to encourage U.S. private sector
financing of foreign purchases of U.S.
agricultural commodities on credit
terms. Under GSM-102, credit guaran-
tees are issued for terms of up to three
years. Under GSM-103, credit guaran-
tees are issued for terms of from three
to ten years.

(2) The programs operate in cases
where credit is necessary to increase or
maintain U.S. exports to a foreign mar-
ket and where private U.S. financial in-
stitutions would be unwilling to pro-
vide financing without CCC’s guar-
antee. The programs are operated in a
manner intended not to interfere with
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markets for cash sales. The programs
are targeted toward those countries
where the guarantees are necessary to
secure financing of the exports but
which have sufficient financial
strength so that foreign exchange will
be available for scheduled payments. In
providing this credit guarantee facil-
ity, CCC seeks to expand market oppor-
tunities for U.S. agricultural exporters
and assist long-term market develop-
ment for U.S. agricultural commod-
ities.

(3) The credit facility created by
these programs is the CCC payment
guarantee. The payment guarantee is
an agreement by CCC to pay the ex-
porter, or the U.S. financial institution
that may take assignment of the ex-
porter’s right to proceeds, specified
amounts of principal and interest due
from, but not paid by, the foreign bank
issuing an irrevocable letter of credit
in connection with the export sale to
which CCC’s guarantee coverage per-
tains. By approving an exporter’s appli-
cation for a payment guarantee, CCC
encourages private sector, rather than
governmental, financing and incurs a
substantial portion of the risk of de-
fault by the foreign bank. CCC assumes
this risk, in order to be able to operate
the programs for the purposes specified
in §1493.2.

(b) Credit facility mechanism. Typi-
cally, in export sales of U.S. agricul-
tural commodities, payment by the im-
porter is made under an irrevocable
letter of credit. For the purpose of the
GSM-102 and GSM-103 programs, CCC
will consider applications for payment
guarantees only in connection with ex-
port sales of U.S. agricultural commod-
ities where the payment for the agri-
cultural commodities will be made in
one of the two following ways:

(1) An irrevocable foreign bank letter
of credit, issued in favor of the ex-
porter, specifically stating the deferred
payment terms under which the foreign
bank is obligated to make payments in
U.S. dollars as such payments become
due; or

(2) An irrevocable foreign bank letter
of credit, issued in favor of the ex-
porter, that is supported by a related
obligation specifically stating the de-
ferred payment terms under which the
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