Following points to be considered under The Companies Act for issue of convertible Debentured in Private Company:

1. Convertible Debentures are those debentures which are to be converted into equity after the expiry of the period.

2. Convertible Debentures are not required to be secured and no charge is required to be created on the assets of the Company.

3. These Debentures can be issued even for the period of 7 years (Since it is private company SEBI guidelines for periodicity of the debentures is not applicable)

4. The shares can be converted into equity at par or at a premium totally at the discretion of the Board. However the terms of conversion and other terms of issue are to be approved by the Board at the time of issue of debentures.

5. Issue of convertible debentures is as good as issue of further equity. Since debentures are to be issued in private company it is not mandatory to obtain the consent of the members. However as a good practice it is advisable to pass s special resolution at the members meeting for issue of convertible debentures.

6. Issue of Convertible debentures to NRI is further governed by Foreign Exchange Management Act (FEMA) which may require following further procedure with RBI.

