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Introduction

Black’s Law Dictionary, Tenth Edition, defines a general as-
signment for the benefit of creditors as “a transfer of legal 
and equitable title to all debtor’s property to a trustee, with 

authority to liquidate the debtor’s affairs and distribute proceeds 
equitably to creditors.” Black’s Free Online Legal Dictionary, 2nd ed. 
states that an assignment for the benefit of creditors is “an assign-
ment whereby a debtor, generally insolvent, transfers to another his 
property, in trust to pay his debts or apply the property upon their 
payment.1

The assignment process is the functional equivalent of a liquidation 
under chapter 7 of the U.S. Bankruptcy Code,2 but it is subject to the 
laws of the state in which the assignment is made. In essence, an as-
signment “vest[s] title in the assignee as trustee for all the creditors 
[of the assignor].”3

Each state has statutes on its books pertaining to the making and 
governance of general assignments.4 Often, but not always, the pro-
cess is based on common law rather than state statute. This process 
works as a liquidation tool because the assignment of all the assets 
of a debtor to a trustee for the benefit of creditors places the property 
out of the reach of the debtor’s creditors by direct enforcement rem-

1  Van Patten v. Burr, 52 Iowa, 518, 3 N. W. 524.
2  11 U.S.C. § 101 et seq. (the Bankruptcy Code).
3  Brainard v. Fitzgerald, 3 Cal. 2d 157, 163, 44 P.2d 336 (1935). See also Jarvis v. 

Webber, 196 Cal. 86, 98, 236 P. 138 (1925).
4  As will be noted later, many states are using receiverships in lieu of the assignment 

for the benefit of creditors process and in some instances have repealed the applica-
ble assignment-related statutes.
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edies. In addition, the purpose of the assignment prevents a credi-
tor from attacking the transfer and reaching the property through 
a fraudulent-transfer suit. Thus, even without enhancements or 
restrictions provided by state statutes, an equitable distribution to 
creditors is achieved. This simple pattern for assignment hints at its 
limitations, however: Since there can be no discharge of debt, an 
assignment cannot effect a reorganization or other process in which 
the debtor entity retains assets and continues in business. Since as-
sets retained by the debtor and left outside the trust are exposed to 
creditor collection activity, partial, or “specific,” assignments are not 
effective as a general assignment for the benefit of creditors, and the 
powers of an assignee under a general assignment are lost. All of the 
debtor’s property must be assigned.

This guide is not designed to review each state’s laws, but rather to 
provide a framework and general understanding as to the process 
and administration of assignment estates. Certain state laws that 
have been updated in recent years are noted, but caution should be 
taken to review each state’s applicable laws on general assignments 
to be sure there have been no changes since this edition of the book 
has been released.


