Asset Vs. Stock Sale
When you decide to sell your business, you need to keep in mind that what you are really selling is a collection of assets. Generally, when a business owner chooses to sell their business, they want to sell all of the assets together. Sometimes, however, a potential buyer will not want all of the assets. For instance, a buyer may want to buy Bob’s florist shop due to its prime location, but may not want to purchase the name of the business, or the refrigeration unit, or the fixtures. If Bob is given a good enough offer, he may be interested in selling just the location. The tax consequences on this type of a sale, however, might be different that they would be if all the assets were purchased. How the business is legally structured, such as if it is a sole proprietorship, a partnership, a Limited Liability Company or a corporation, also has important ramifications for both the seller and the buyer.

Getting It All

Imagine, if you will, a buyer purchasing a business that has under paid, or never paid, its state sale taxes for the last 10 years. Can you imagine what type of a mess the buyer would be walking into? Most buyers of businesses are going to want to conduct an asset sale so that they do not have to assume any of the seller’s liabilities. There are different advantages and disadvantages to selling stock vs. selling all assets at once. A Certified CPA or attorney would best be able to figure out if your business would profit more from a total sale of the assets, or from a sale of stock.

With a sale of assets, the buyer can pick and choose the assets purchased, and the costs paid for the assets are depreciable. It is also easier as they are purchasing assets, not liabilities, like taxes or employees. The disadvantages come when the new owner needs to establish a good vendor relationship, or has to get new licensing. There may be issues with the landlord or franchisor that could cause problems, and the new owner may need to hire new employees.
Advantages Vs Disadvantages

A sale of stock has the advantages of simplicity and speed, and may not need the approval of a landlord or franchisor, or any other third party’s consent. The buyer may also assume established credit lines and vendor relationships in the name of the seller’s corporation, which can make it easier when first starting out. The disadvantages come in because a buyer is purchasing the assets and liabilities of the corporation, including contingent and undisclosed liabilities. A sale of stock is generally not recommended by most attorney’s or CPA’s when it comes to small business sales.
