
Buying the Shares or the  
Assets of the Business?  

 

 

Once you have a good sense of the nature and operations of the business, the first issue that you will 
have to consider is whether you should buy the assets of the business or the shares of the corporation (if 
incorporated) that runs the business. Each of these approaches has certain advantages and 
disadvantages for the buyer:  

Asset Purchase   
Advantages for the buyer include:  

• the ability to pick and choose which assets you wish to purchase 
• the ability to pick and choose which leases, contracts and other liabilities you are willing to assume 
• the ability to decide which employees you wish to retain and which employees you do not wish to 

retain 
• the avoidance of lawsuits (the buyer will not be subject to any lawsuit against the corporation 

running the business) 

• not being responsible for the corporation’s unpaid taxes or other statutory withholdings (such as 
employee remittances 

Disadvantages for the buyer include:  
• a more complicated legal transaction 

• the need to obtain third party consents to transfer certain assets 

• the purchase of certain assets will be subject to the payment of HST; and the possibility of some 
disruption in business operations 

Share Purchase  
Advantages for the buyer include:  

• a less complicated legal transaction 
• the purchase of shares is not subject to GST/HST 
• minimal disruption in business operations 
• possible use of tax losses of the purchased corporation 

Disadvantages for the buyer include:  
• being subject to all of the liabilities of the business (both known and unknown). 
• being required to take on all contracts and performance obligations of the business; 
• being subject to all lawsuits of the business 

Typically, a buyer prefers to purchase assets to limit its possible liabilities while the seller prefers a share 
purchase in order to capitalize on a variety of tax savings. Sometimes, however, a seller may be willing to 
lower the purchase price because of the favourable tax treatment it receives when selling shares. 


