
ASSIGNMENT OF PROCEEDS

DEFINITION of Assignment Of Proceeds. Assignment of proceeds occurs when a document transfers all or part of the
proceeds from a letter of credit to a third party beneficiary. A letter of credit is often used to guarantee payment of a loan
or other obligation.

Sample 1 Assignment of Proceeds. An assignment of LC proceeds ususally follows the process of the assignor
LC beneficiary issuing a letter of assignment to the assignee. As further security for the payment of the
Indebtedness, Mortgagor hereby irrevocably and absolutely grants, transfers, assigns, warrants and conveys to
Mortgagee all of its right, title and interest in all of the Related Agreements and for the use or occupancy of
the Mortgaged Properties, whether now existing or entered into at any time during the term of this Mortgage,
together with any and all extensions and renewals thereof, and all Proceeds, for the purposes of securing and
discharging the performance by Mortgagor of the Indebtedness. In UCP , this is covered by Article 39 which
merely states that the beneficiary has the right to assign any proceeds from the DC to which they are entitled.
It should be noted that an assignment of proceeds is subject to the provisions of the applicable law, and such
law would be that of the assignor and the bank that is being asked to accept, acknowledge and act on the
instructions contained therein. Care should also be taken if the LC allows partshipments, since unless the
assignment instruction is made clear and does not contain a pro-rata payment clause , in the event of a drawing
for less than the assigned amounts, full payment should first be made to the assignee, in order of assignee
priority. The usual instruction is that all bank charges for the transaction should be borne by the beneficiary
and that the supplier receives the full value of the agreed reimbursement less any charges from their own bank,
if applicable. There are a number of factors which need to be taken into consideration with an Assignment of
Proceeds. Laptop Co. The procedure is as follows: 1. This method has in the past, unfortunately, been shown
to be vulnerable to fraudulent trading, and so now banks will rarely agree to cover the risk. Once this letter has
been issued it is irrevocable and the funds will be transferred once the DC is successfully negotiated. Although
not widely used, an assignment of proceeds is a means of settling a debt or ensuring that payment is made to
the correct or appropriate entity under a documentary credit or standby letter of credit. Ltd may not be aware
of the final buyer of its goods. The purchaser wants to be sure that the funds will be remitted to it on the due
date and requires that the nominated bank assign the proceeds to them and inform the issuing bank
accordingly. All parties to the Related Agreements or other Persons owing or required to pay any Proceeds to
Mortgagor are authorized and directed upon written notice from either Mortgagor or Mortgagee, following the
occurrence of an Event of Default, to treat and regard Mortgagee as assignee and transferee of Mortgagor and
entitled in Mortgagor's place and stead to receive all Proceeds Worldwide Agents Ltd inform the nominated
confirming bank, Transit Bank Ltd, of the assignment of proceeds and request that it take note of the
instruction to make a certain payment to Laptop Co. If the supplier and all banks involved in the transaction
agree, it is possible for the original beneficiary to request that the bank at which the DC is available, to transfer
part of the value of that DC to the supplier always known as the second beneficiary. First, national law will
determine the extent and legal affect of the assignment. The second is to obtain a Transferable DC. Whilst a
letter of assignment is given to the assignee by the assignor, the assignee must also ensure to issue its Notice
of Assignment to the paying bank, so that the paying recognises the assignment.


