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If you are selling right now, you are in the driver’s seat. There is no reason not to ask for a stock 

transaction. Buyers are paying crazy numbers for dealerships, and this is exactly the kind of 

environment in which a buyer might consider a stock purchase to seal the deal.  Barriers for a 

buyer will be potential liabilities like taxes, environmental liability, PPP loans, lawsuits and other 

liabilities including contract liabilities as well as personal liability for warranties and 

representations. For a seller, the benefits may far outweigh any barriers, which will likely be a 

request for a personal guaranty, but even this can be limited. When you sell assets, you have to 

pay tax on any remaining LIFO; but not if you sell stock. Get your ducks in a row by making sure 

all your outstanding tax and vendor liabilities are current, your corporate records are up to date 

and done correctly, your lease is as you want it if you may be assigning it, and make sure you 

understand how a sale will impact the real property and your tax liability. 

  

If you are considering buying stock, take the risk of the stock transaction into consideration when 

negotiating your purchase price and/or holdback money to cover potential concerns. Most concerns 

can be flushed out and addressed in due diligence, but for those that can't, a holdback will be the 

best protection.   

 

The great thing about stock transactions is there is no ordinary income tax, there is no sales tax on 

fixed assets, there may be no need for a new lease, and the purchase documents are much simpler.  

The only tax the seller pays is capital gains tax.  The tax savings could be enormous especially if 

you still have LIFO and well worth a slightly lower purchase price.     

 

If you are a buyer, don’t just discount this idea because no one does it anymore.  I have seen many 

asset purchase agreements that leave the buyer exposed to as much liability as if the buyer had 

bought the stock.  It’s all in the details. There are ways a buyer can reduce exposure to the seller's 

liabilities, but you need an attorney who is attentive to detail and who has handled many buy/sells 

to protect you from potential liability on an asset purchase or on a stock purchase.  If details are 

not important to you, in the end, you are likely exposing yourself to the same kinds of liabilities 

buying assets as when you buy stock, but without any personal guaranty. There are ways to reduce 

exposure even when buying stock, and you will pay less and be a more attractive purchaser.   

 

 

June 2022 

By Erin K. Tenner, Esq. 

 

Buy-Sell Basics –  
Buying Stock May Be Something to Consider 

 



 

2 
 

Erin K. Tenner is a partner with Gray·Duffy, LLP and has been legal counsel representing auto 

dealers in buying and selling auto dealerships for more than 30 years. She can be reached 

at 818-907-4071 or etenner@grayduffylaw.com. 

 

 
This article is not intended to be legal advice with respect to any particular matter. Readers should consult with an 

attorney before taking any action affecting their interests. 

 

Return to the newsletter. 
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