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ENHANCED GUIDELINES FOR DEBENTURE TRUSTEES AND LISTED ISSUERS- SECURITY CREATION 
AND DUE DILIGENCE 

 
In November 03, 2020 SEBI had released a circular on creation of security in case of listed debt 
securities and regulatory framework for Debenture Trustees(“DTs”). Based on the feedback from 
various stakeholders, SEBI has revised the requirements relating to encumbrance, creation of security 
and related due diligence by DTs through circular dated August 04, 2022. The highlights of revised 
requirements are as follows: - 

 
1. Manner of change in security/ creation of additional security/ conversion of unsecured to 

secured in case of already listed non-convertible debt securities 
 
 DT and listed entity to enter into an amended Debenture Trust Agreement (DTA) before 

initiating due diligence. The amended DTA should include obligations arising out of various 
circulars issued by SEBI in respect of security creation, due diligence, monitoring by DTs 
etc.  
 

 DT to conduct due diligence where there is any change in security, creation of security or 
additional security.  Manner of conducting such due diligence and the procedure for issuing 
no objection for change in security or creation of security, as the case may is provided in 
the circular. 
 

 Creation of charge in favour of DT by the issuer and registration of charge with sub-
registrar, Registrar of Companies, CERSAI, Depositories and other authorities, if applicable 
within 30 days of creation of charge. If the registration of charge is not done or the charge 
is not independently verifiable then the same will be considered as breach of the 
covenants/ terms of the issue by the Issuer. 
 

 Entering into supplemental or amended Debenture Trust Deed (DTD) for including 
conditions arising out of due diligence. Post the execution of such supplemental or 
amended DTD following documents shall be submitted by the issuer to Depositories and 
Stock Exchanges: 
 

i. NOC by DT for change in security or creation of security. 
ii. Executed supplemental/ amended debenture trust deed; 

iii. An undertaking from the DT that the security has been created and registered. 
iv. Other documents/ consents required to be submitted to Stock Exchanges and 

Depositories in terms of Regulation 59 of LODR Regulations, circulars issued 
thereunder and bye - laws of Stock Exchanges and Depository, as applicable. 

 
 Upon receipt of above-mentioned documents, the depositories will assign new ISIN to the 

non-convertible debt securities and shall share such information with the recognized Stock 
Exchanges. 

 

2. Encumbrance on securities for issuance of listed debt securities 
 

 The meaning of Encumbrance has been defined in the Circular. 
 

 The creation of encumbrance on the securities for securing the Non-Convertible listed 
securities should be through Depository system only. 
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3. Due Diligence Certificate in case of Shelf Prospectus/ Memorandum 

 
Where the security details were not finalized at the time of filing of draft shelf 
prospectus/placement memorandum by the issuer company then the DT shall undertake due 
diligence in the following manner: 
 
 DTs are required to submit due diligence certificate confirming that it has carried out due 

diligence for the clauses (other than those relating to creation of security) covered in 
format prescribed under regulations 40(a) and 44(3) of the SEBI (Issue and Listing of Non-
Convertible Securities) Regulations, 2021 (NCS Regulations) and Annexure A of SEBI 
Circular dated November 03, 2020.  
 

 Once the tranche memorandum/prospectus including terms related to security has been 
finalized then at the time of issuance of such tranche memorandum/prospectus, the DTs 
shall issue a due diligence certificate covering all clauses of formats prescribed in the 
aforesaid regulations and annexure. 
 

4. Empanelment of External Agencies by Debenture Trustee(s) 
 
Where the DTs plan to engage External Agencies for undertaking due diligence then the DTs 
shall ensure: 
 
 An empanelment criterion/policy is in place which has been approved by the Board of 

Directors of DTs 
 

 Disclose the empanelment criterion/policy on website of DTs 
 

 A policy on mitigating conflict of interest is formulated and disclosed on their website. The 
said policy should include requirement that the empanelled agency should not have had 
pecuniary relationship with the issuer company 3 years prior to the issue. 

 
5. Compliance with SEBI Circulars on ‘Security & Covenant Monitoring System’ 

 
Various stakeholders including issuers, depositories, DTs and Credit Rating Agencies have 
been mandated to ensure compliance of various circulars issued by SEBI in respect of ‘Security 
and Covenant Monitoring’ through the Distributed Ledger Technology (DLT) hosted by 
Depositories. This has been brought in with a view to ensure efficient recording of details 
regarding creation of security and monitoring of covenants through the DLT system. 
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