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Asset vs Stock Deal Structure Overview

Dan Ellsworth was recently
asked to give a brief overview
outlining the difference
between an Asset Deal and a
Stock Deal.

When acquiring a company, buyers typically choose between
two primary structures: an asset deal and a stock deal. Each
has distinct implications for the buyer, seller, and the overall
transaction.

o Asset Deal In an asset deal, the buyer acquires specific assets and liabilities of the target company. This can
include tangible assets like equipment, inventory, and real estate, as well as intangible assets such as intellectual
property and customer lists. One of the key advantages of an asset deal is that the buyer can select which
assets and liabilities to assume, allowing for greater control over the transaction. This structure also enables
buyers to "step up” the tax basis of the acquired assets, potentially leading to favorable depreciation benefits.

However, asset deals can be more complex to negotiate, as they require a detailed inventory of assets and
often necessitate the re-negotiation of contracts with customers and suppliers. Additionally, certain liabilities,
such as ongoing litigation, may not be transferred, which can leave the seller responsible for those issues.

e Stock Deal In a stock deal, the buyer acquires the shares of the target company, thereby gaining control of the
entire business, including all assets and liabilities. This structure is often simpler and more straightforward, as it
typically involves fewer negotiations regarding individual assets. The buyer essentially steps into the shoes of the
seller, inheriting all existing contracts and obligations.

However, stock deals carry greater risk, as the buyer assumes all liabilities, including any hidden or contingent
liabilities that may not be immediately apparent. Furthermore, the tax implications can be less favorable for
buyers compared to asset deals, as the tax basis of the acquired assets may not be adjusted.

e Conclusion Ultimately, the choice between an asset deal and a stock deal hinges on various factors, including
tax considerations, liability exposure, and the specific goals of the buyer and seller. Understanding these
differences is crucial for making informed acquisition decisions.

e Provided by TCQ Solutions, led by Dan Ellsworth, specializes in facilitating business transactions for owners in
the animal health and agriculture industries. With expertise in livestock, equine, and companion animal markets,
TCQ provides strategic guidance to maximize business value at exit, ensure seamless transitions, align buyers
with the vision of preserving seller legacies and providing growth for current employees with the acquiring firm.
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