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Equity Capital Debt Capital
Control “The issue of shares may dilute “Debt capital used to finance
‘control of the business. the business will not impact

on control of the business.

Tnterest
Repayments/Dividends

None — There is 1o obligafion fo
ordinary shareholders. However, if
dividends are routinely small or not
‘paid, this may adversely affect share

Fixed Lnterest repayments
‘st be made e.g. Debentures
Fixed Dividends .g. 8%
Preference Shares

price.
“Low — the business s lowly geared.
The business has no long-term debt

and no interest repayments.
Business less likely to become
‘bankrupt, as fewer ereditors.

‘Fligh — the business is highly
geared. Fixed interest
‘repayments on debt capital
‘st be made regardless of
‘profitability.
‘Tnereased risk of bankruptey —
‘more creditors, who may seek
to have business wound up
and assets liquidated to pay
debts,

Collateral

No security required

‘Security is required for Debt
Capital

Tax Implications

‘Dividends to ordinary shareholders
are not tax deductible.

Tnterest repayments are tax.
deductible.





