Truth #4
Every Seller wants to sell stock, every buyer wants to purchase assets and the buyer usually gets his way. 
Sellers want to sell stock for the following reasons; first and foremost to be able to save taxes, secondly to eliminate financial responsibility of any ongoing liabilities, actual or contingent. The sale of stock in a privately held company is treated as a capital gain in the same way a gain on the sale of a publicly traded security is treated. This gives the seller the ability to receive most favored tax treatment of all options. This is true regardless of whether the company is an “S” or “C” corporation. If the selling stock is that of an “S” corporation the Accumulated Adjustments Account which represents the accumulation of prior years “S” income previously taxed to the seller as ordinary income, as a basis adjustment, thereby reducing the Capital Gain on the sale. As for the sale of “C” stock the value given to purchase the stock is the basis without any adjustment since the Company paid its taxes directly. If the seller is the founder of the Company then that basis is most likely zero or very close to zero.  Under either scenario the seller is far better off from a tax and contingent liability perspective under a stock sale as compared to an asset sale. With regard to liabilities, actual and contingent, the seller wants and usually gets a “clean break” on a stock sale.  Business conditions at the time of the sale will dictate if adjustments need to be made to the sales price of if escrow account is needed to hold a portion of the proceeds for a period of time after the closing while contingencies are cleared up by the parties. A perfect example of this relates to the sale of a business where there is an environmental issue or problem related to an underground gas tank on the real property that the business uses for its operations. During the period of remediation the purchaser may require an escrow to make sure the cost of remediation is the responsibility of the seller. Furthermore, most buyers will not take title to the property until remediation is complete and a clean title can be delivered.  For this and other related reasons, buyers most often insist on purchasing assets leaving the seller with cash and the liabilities. The most important reason buyers want to buy assets has to do with income tax deductions going forward. If a buyer purchases stock he not only has a large basis in the stock not to be realized until he sells, the income stream of the Company will only be reduced by the depreciation scheduled or unused at the time of purchase, this is also known as carryover basis. Most buyers want to have the opportunity to “adjust” the assets up to the fair market value which is determined at the time of sale so as to get a step up in basis which allows for substantially higher deprecation deductions for the company going forward. 

Since the buyer has the cash, nine times out of ten, the buyer wins out. Now this may not be as prevalent when selling to large or publicly traded companies, it certainly is true if your buyer is an individual.  Sellers are often faced with material concessions for a stock sale and the economics at the end of the day will force the seller to sell assets.
