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Abstract 
Debenture is most vital instrument and strategy for raising the advance 

capital by the organization. A debenture resembles an endorsement of 

credit or an advance security proving the way that the organization is 

obligated to pay a predefined sum with premium and in spite of the fact 

that the cash raised by the debentures turns into a piece of the 

organization's capital structure, it doesn't progress toward becoming offer 

capital. Section 2(30) of the Companies Act, 2013 characterize 

comprehensively debenture as "debenture" incorporates debenture stock, 

securities or some other instrument of an organization proving an 

obligation, in the case of constituting a charge on the benefits of the 

organization or not. Companies or the most part raise finances by issuing 

as offer capital or through acquiring from loan specialists. The debenture 

trustees are the persons who are liable for all the losses made by the 

debenture holders. Though there are many provisions relating to trustees 

even more new provisions should be made in favor of the trustees. 
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1. Introduction 

A debenture is one of methods for organization acquiring where the company 

consents to reimburse the obligation where may likewise be a charge over the 

organization's resources for guarantee the reimbursement of this obligation. 

Debenture is an elective type of interest in an organization that is more secure 

than interest in shares since organization must pay intrigue and it will be paid 

before the profit installment. Debenture holders likewise get benefit, if the 

organization which issued the debentures ends up bankrupt. A drawback is that 

debenture holders have no offer in the organization and thusly have no power 

over it. 

Informally debenture trustee is a man who is in charge of issuance and 

circulation of debentures. A debenture trustee is a man or substance that fills in 

as the holder of debenture stock for the advantage of another gathering. At the 

point when an organization is hoping to raise capital, one strategy for achieving 

this is by issuing stock as a type of obligation with the commitment to 

reimburse the obligation at a particular financing cost. The trustee fills in as a 

contact (the individual who stays in touch with various gatherings) between the 

organization that issued the debentures and the debenture holders that are 

gathering interest installments. This paper will mainly deal with the role of 

debenture trustee under Companies Act and about filing a petition before 

tribunal under section 71(9). 

2. Methodology 

The study deals with secondary data that has been collected from various web 

pages, articles, journals, magazines, books, etc. This study deals with a vivid 

study on role of debentures under Companies Act. 

3. Limitations 

1. There is no adequate time to search out the resources.  

2. Only few restricted resources square measure accessible.  

4. Review of Literature 

Role of debenture trustees in a company under Companies  Act says that 

Debenture trustee is a person who is held liable for all transactions made by the 

investors of the company. Debenture trustees are solely liable for all defaults 

caused my the investors(Pathak 2007). A valid contract goes on between the 

company and the trustees for debenture holders. The debenture trust deed is to 

be prepared before the debenture are offered for public subscription. It deals 

with certain provisions related to debenture trustees and trust deeds(Rajasekaran 

and Lalitha, n.d.). The term debenture and their issuance in a company. This 

defines debenture as the entity to carry on commercial activity. This debenture 

should be registered with the SEBI. And here debenture trustees is a kind of 
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intermediary and they are also known as professional trustees.(Kunal Basu). 

The debenture trustee is a person who is the only person responsible for all the 

debentures. He is the trustee of a trust deed for securing issue of debentures of 

body corporate. And here there is no breach in the terms which are mentioned in 

the issue of debentures.(Mridul Gupta). Under Securities Exchange Board of 

India (1993) it clearly states that the Debenture trustees are regulated by SEBI. 

This SEBI will monitor, review and register the debentures and debenture 

trustees under their board and companies Act. It can issue the code of conduct 

and procedure will be made in case of defaults(Jhunjhunwala and Deepa 2013). 

The roles and duties of debenture trustees in a company and also deals with the 

positions of them in a company. Debenture trustees shouldn’t breach the terms 

of issues of debentures. They must perform their duties to protect the interest of 

the debenture holders. They have the duty to inform to the debenture holder 

about the breach. And the main duty is to resolve the disputes which arises in a 

company between company and the debenture holders The agreements made 

Inside a company by the debenture trustees. Here the debenture trustee a(Aina 

et al. 2014)grees to act as a  member in a company only to the benefit and 

according to the favor of the debenture holders. This agreements include 

Debenture Trust Deed, Debenture Trust Fees. Here the agreement which was 

made is more confidential information. The new regulations were made in favor 

of debenture trustees and these new regulations enables the debenture trustees to 

perform the tasks of securing the interests of the investors. And here many 

provisions were repealed and replaced by new laws(Posner 1928; Glenn 1906). 

The certain informations required to be provided by the issuers of debentures 

relating to appointment of trustees. And this kind of informations are included 

in form of 722.The company has the duty to bound with the directions and to 

comply with the agreement of stock exchanges. Here all privately placed debts 

issues shall have a debenture redemption trustee.(Sealy and Worthington 

2007).The debenture trustee shall be appointed before the issue of prospectus 

and this also deals that there must be a letter of offer for subscription of its 

debentures. These debentures are a kind of certificate in a company for the 

debentures made in that company.(CSU.Kurthalanathan 2013). It includes the 

issue of secured debentures. And here it also deals with the rules for Debenture 

trustee to protect the interest of debenture holders. The trustees has the duty to 

save the holders from the losses.(CSP.Surya Prakash, Trupti rajan). The 

debenture trust deed is like a form of document created by the company. under 

this the trustee of a trust deed for securing any issue of debentures of the body 

corporate. The trust deed is created by the company in a form of an agreement . 

This deed connects the trustees with the company by the way of agreements. 

(Ranchi sharma). The debentures may be converted into shares. A debenture 

trustee shall take steps to protect the interest of the investors or of the debenture 

holders and redress the grievances.(Prashant kumar 2015) 

       Role of Debenture Trustee under Companies Act, 2013 

Debenture: The word 'debenture' has been gotten from a Latin word 'debere' 

which intends to obtain. Debenture is a composed instrument recognizing an 
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obligation to the Company. It contains an agreement for reimbursement of key 

after a predetermined period or at interims or at the choice of the organization 

and for installment of enthusiasm at a settled rate payable ordinarily either half-

yearly or yearly on settled dates. 

Debenture:  Debenture is a composed instrument recognizing an obligation to 

the Company. It contains an agreement for reimbursement of essential after a 

predefined period or at interims or at the choice of the organization and for 

installment of enthusiasm at a settled rate payable more often than not either 

half-yearly or yearly on settled dates.  

Debenture incorporates debenture stock, securities and some other securities of 

an organization in the case of constituting a charge on the advantages of an 

organization or not as characterized in the Companies Act.  

Fundamentally it is a record or declaration marked by the approved officers of 

an organization recognizing cash loaned and ensuring reimbursement with 

premium and making security on the benefits of the organization for due 

execution of its commitment.  

A debenture implies an archive, which makes or recognizes an obligation. 

[Levy vAbercorries State Co. (1887) 37 Ch D 260]  

Representing SECTIONS: Section 2(30): Definition of Deposit: "debenture" 

incorporates debenture stock, securities or some other instrument of an 

organization proving an obligation, in the case of constituting a charge on the 

benefits of the organization or not.  

Section 44: Nature of Share and Debenture.  

Section 71: Provision identifying with Debentures.  

Section 117(3) (a)A duplicate of each determination or any understanding, in 

regard of the issues indicated in sub-segment [1](3) of segment 17 together with 

the illustrative proclamation under segment 102, assuming any, attached to the 

notice assembling the general conference in which the determination is 

proposed, should be documented with the Registrar inside thirty long periods of 

the death of determination. Section179 (3) (c,d): (c) to issue securities, 

including debentures, regardless of whether in or outside India; *(d) to obtain 

monies;  

Section 180(1) (c): The Board of Directors of an organization might practice the 

forces "obtain cash", where the cash to be acquired, together with the cash as of 

now obtained by the organization will surpass total of its paid-up share capital 

and free holds, just with the assent of the organization by an uncommon 

determination, to be specific.  
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Section 56(4) (d):within a time of a half year from the date of apportioning on 

account of any allotment of debenture.  

Section 42: Offer or welcome for membership of securities on Private 

Placement.  

Administering RULES: Rule 18 of the Companies (Share Capital and 

Debentures) Rules, 2014:  Rule 24 The Companies (Management and 

Administration) Rules, 2014: Resolutions and assentions to be documented. 

Rule 1(c) of The Companies (Acceptance of Deposits) Rules, 2014: "Store" 

does exclude "Any sum raised by the issue of debentures anchored by a first 

charge or an accuse positioning of the main charge on any benefits alluded 73 

Proviso to in Schedule III of the Act barring impalpable resources of the 

organization or debentures mandatorily convertible into offers of the 

organization inside five years." 

Debenture trustee is a man who is in charge of issuance and dispersion of 

debentures. A debenture trustee is a man or substance that fills in as the holder 

of debenture stock for the advantage of another gathering. At the point when an 

organization is hoping to raise capital, one technique for achieving this is by 

issuing stock as a type of obligation with the commitment to reimburse the 

obligation at a particular financing cost. The trustee fills in as a contact (the 

individual who stays in touch with various gatherings) between the organization 

that issued the debentures and the debenture holders that are gathering interest 

payments. As per SEBI Rules, 1993-"debenture trustee" implies a trustee of a 

trust deed for securing any issue of debentures of a body corporate [section 2 

(bb)]. (Relevant to open organizations as it were)  

       Qualification for a Debenture Trustee 

To go about as debenture trustee, the element ought to either be a booked bank 

carrying on business movement, an open money related foundation, insurance 

agency, or a body corporate. The element ought to be enlisted with SEBI to go 

about as a debenture trustee. 

Duties, rights and liabilities of a debenture trustee: All arrangement to be made 

of the debenture trustee(s) should be made under segment 71 of the Companies 

Act, 2013.  

Rights and Debenture Trustee: In an organization in no cases can issue 

debentures before arrangement of a debenture trustee. The organization can't 

issue debentures before getting the assent of the debenture trustee. The 

organization needs to indicate the name of the name of the debenture trustee in 

the offer letter. The debenture trustee can call for periodical execution report of 

the organization. The trustee can call for reports with respect to the utilization of 

assets raised through issue of debentures. The trustee can convey immediately 

to the debenture holders' defaults, assuming any, concerning installment of 

intrigue or recovery of debentures and move made by the trustee therefor. The 
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trustee can delegate a candidate to leading group of chief of the organization. 

 A debenture is a kind for formal advance given to the organization by another 

person. The organization is under commitment to reimburse the credit inside a 

predefined timeframe with intrigue. The in addition to purpose of being of being 

a debenture holder is that, when closed down or chapter 11 happens, the holders 

are thought to be the loan bosses and would be re-payed first.  

Who can be a Trustee?  

A recorded bank carrying on cash making activity. An open money related 

establishment. An insurance agency. A body corporate.  

Who is a debenture trustee?  

In basic words, a debenture trustee is a man who is in charge of issuance and 

appropriation of debentures. Likewise, the element ought to be enlisted with 

SEBI to go about as a debenture trustee.  

Presently, coming to What is a Debenture trust deed? A record made by the 

organization wherein trustees are selected to secure the enthusiasm of 

debenture-holders before they are offered for open distribuition/membership is 

known as Debenture Trust Deed.  

There are sure conditions that the organization offering the debentures should 

take after. They are :  The debenture trustees might guarantee the formation of 

Debenture Redemption Reserve. A Trust Document might be finished by the 

guarantor partnership for debenture trustees inside a half year of the finish of 

issue. Individual forces ought to be allowed to debenture trustees, with the goal 

that they can ensure the enthusiasm of debenture-holders FICO scores of the 

most recent three years might be specified in the offer deed. No open issue of 

obligation instruments might be arranged however for FICO score from FICO 

assessment gather is obtained and uncovered in the delicate deed.  

Obligations of a trustee : The trustee is the individual who guarantees that the 

debentures are reclaimed according to the conditions settled upon. The trustee 

assembles the gathering between the organization and the debenture holders 

.The trustee needs to find a way to guarantee the enthusiasm of the debenture 

holders .They can find a way to determine the debate between the organization 

and the holders .They guarantee that there is no rupture in the terms of issue of 

debentures. The trustee can find a way to cure the rupture.  

A Trust Deed is a duty that must be considered important however which can 

free your psyche from money related pressure. Scotland's Trust Deed will 

ensure the advantages and disadvantages of a Trust Deed are disclosed to you in 

full however here's a fast manual for rudiments.  
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Points of interest of a Trust Deed 

The upsides of a Trust Deed mean installments you are relied upon to pay every 

month to clear your obligation are individual to every candidate. The sum will 

be settled on by working out the amount you can bear the cost of after different 

bills and outgoings are paid. The worry of managing letters and telephone calls 

from the organizations and individuals you owe cash to will be incredibly 

decreased. Your Trustee at Scotland's Trust Deed will contact your lenders for 

your benefit.  

The measure of organization associated with managing your obligation will be 

essentially diminished. It will be sorted out by a bankruptcy specialist. There is 

no further danger of legitimate activity by your loan bosses. The motivation 

behind the transactions with them is to increase 'secured' status for your Trust 

Deed. When this is accomplished whoever you owe cash to won't be permitted 

to make any moves to get whatever is left of their cash. You will be responsible 

for your funds afresh. This will be a result of sensible, legitimate, proficient, 

experienced and considered counsel that has been given to you and took after. 

There will be no 'in advance' charges for the procedure by Scotland's Trust 

Deed. The Trustee charges are a piece of the arranging procedure with your 

banks and frame some portion of your regularly scheduled installment and, 

where important, the offer of any benefits you may have. Toward the finish of 

the life of your Trust Deed, normally four years, your obligation will be paid 

off. This is, obviously, in view of the strict understanding that every single 

regularly scheduled installment will be made in an opportune manner.  

Impediments of a Trust Deed  

The impediments of a Trust Deed include: Should you be a property holder 

possessing value then that esteem must be utilized to pay off your loan bosses. 

This can be a terrifying prospect however there are answers for be discovered; 

re-selling, installments made by an outsider or expanding the life of the Trust 

Deed and making additional installments.  

A Trust Deed isn't ensured to be fruitful which can settle on sitting tight for 

choices from your loan bosses unpleasant. They can differ with the terms 

offered by your Trustee and keep your Trust Deed from accomplishing ensured 

status. Some expert bodies currently restrict their individuals from consenting to 

and marking a Trust Deed.  

Your credit status will be unfavorably influenced by a Trust Deed. Getting 

kudos for cell phone contracts or a Visa may turn out to be more troublesome as 

the procedure will turn out to be a piece of your record of loan repayment. All 

things considered, battling alone with expanding obligations and missing an 

ever increasing number of installments will likewise detrimentally affect your 

capacity to get credit. 
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      Prior to the Trustee Delegates the Candidate the Conditions must be Fulfilled 

Liabilities: 

Nobody can be named as a debenture trustee on the off chance that he has an 

offer proprietorship in the organization. He can't be named on the off chance 

that he is a promoter of the organization, representative or the supervisor. No 

arrangement for Creditor to the organization.  

The opening of the debenture can be filled by the organization by the assent of 

alternate trustees.  

Obligations 

The trustee guarantees that there is no rapture in the terms of issue of 

debentures. The trustee can find a way to cure the rupture (previously 

mentioned). The trustee is the individual who educates the debenture holders 

about such break. The trustee guarantees that all the condition with respect to 

making of security for debentures is met. The trustee gathers the gathering 

between the organization and the debenture holders. The trustee is the 

individual who guarantees that the debentures are recovered according to the 

conditions settled upon. The trustee can find a way to determine the debate 

between the organization and the holders. The trustee needs to find a way to 

guarantee the enthusiasm of the debenture holders. 

      Filing a petition before tribunal under section 71(9) 

Where whenever the debenture trustee arrives at a conclusion that the 

advantages of the organization are deficient or are probably going to wind up 

inadequate to release the essential sum as and when it ends up due, the 

debenture trustee may document an appeal to before the Tribunal and the 

Tribunal may, in the wake of hearing the organization and some other 

individual inspired by the issue, by arrange, force such confinements on the 

causing of any further liabilities by the organization as the Tribunal may think 

about vital in light of a legitimate concern for the debenture-holders. Here the 

debenture trustees has the power to file a petition before tribunal. 

5. Conclusion 

The debenture trustees are the persons who are appointed in a company to look 

a after the acts done by the holders. They are the members who are held liable 

for all the defaults made by the debenture holders of the company. They have 

the duties to protect the interest of the investors of the company. But those 

trustees are responsible for all defaults caused by the holders. Though there are 

many provisions for trustees but their rights are violated according to my view 

because trustee has the duty to review the acts of holders and they should not be 

held liable for the mistakes and losses caused by the holders. Under Companies 

Act new provisions should be made in favor of debenture trustees. 
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6. Suggestion 

1. The debenture trustees shouldn’t be held liable for all deaf adults made 

by the debenture holders. 

2. The trustees have to look after the acts of holders but he is not the 

person who is responsible to the acts done by holders. 

3. Some new laws should be made to reduce the burden of the trustees. 
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