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LEGAL EDUCATION SOCIETY OF ALBERTA 

These materials are produced by the Legal Education Society of Alberta (LESA) as part of its mandate in 
the field of continuing education.  The information in the materials is provided for educational or 
informational purposes only.  The information is not intended to provide legal advice and should not be 
relied upon in that respect.  The material presented may be incorporated into the working knowledge of 
the reader but its use is predicated upon the professional judgment of the user that the material is correct 
and is appropriate in the circumstances of a particular use. 

The information in these materials is believed to be reliable; however, LESA does not guarantee the 
quality, accuracy, or completeness of the information provided. These materials are provided as a 
reference point only and should not be relied upon as being inclusive of the law. LESA is not responsible 
for any direct, indirect, special, incidental or consequential damage or any other damages whatsoever 
and howsoever caused, arising out of or in connection with the reliance upon the information provided in 
these materials. 

This publication may contain reproductions of the Statutes of Alberta and Alberta Regulations, which are 
reproduced in this publication under license from the Province of Alberta.  

© Alberta Queen’s Printer, 2019, in the Statutes of Alberta and Alberta Regulations.  

The official Statutes and Regulations should be consulted for all purposes of interpreting and applying the 
law. 

© 2019. Legal Education Society of Alberta. All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or 
transmitted in any form or by any means, electronic, mechanical, photocopying, recording, or otherwise without the prior permission of the Legal 
Education Society of Alberta. 
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INTRODUCTION1 

The most fundamental decision in the sale of a private business typically is whether the transaction 

is structured as a share sale or an asset sale.  For private corporations, in many circumstances there 

is desire to structure a transaction as a share sale by the vendors.  A purchaser, on the other hand, 

typically desires to acquire the assets of the business in order to minimize the due diligence costs 

associated with a transaction and to increase the tax cost of purchased assets for the purposes of 

claiming a future depreciation expense. 

When presented with a sale of business assets, it is helpful for a corporate lawyer to understand the 

basic tax consequences that could arise from the sale. Having a general understanding of the tax 

consequences that can arise on the sale will assist a corporate lawyer in advising their client 

throughout the sale transaction by being able to structure the transaction in a more tax effective 

manner and also to identify potential tax issues that may be caused by modifications to the 

transaction. The intention of these materials is to review some of the most fundamental concepts 

considered by tax practitioners approaching an asset sale and to describe why these concepts are 

important.  For context, the focus of the comments contained in this paper will be transactions 

involving the sale by a private corporation of all of the assets used in an active business carried on in 

Canada. 

SHARE SALE VERSUS ASSET SALE 

One of the most lucrative advantages available to Canadian owners of a private corporation is the 

ability to access the lifetime capital gains deduction (sometimes referred to as the lifetime capital 

gains exemption) on the sale of “qualified small business corporation” shares.2  If the shares of a 

corporation qualify for the lifetime capital gains deduction, then very few tax planning alternatives 

can match the benefit of this one time deduction.  The multiplication of the lifetime capital gains 

deduction amongst a number of individual shareholders or throughout beneficiaries of a family trust 

provides even more robust savings.  Although our focus today is on the tax consequences from the 

 
1 Unless otherwise noted, section references herein are to the Income Tax Act (Canada), R.S.C. 1985, c. 1, as amended 
(“Act”). 

2 As defined in subsection 110.6(1). 
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