Issuer transfer of “Critical Assets” to an independent trustee
The transfer of an Issuer’s critical assets to an independent trustee is an aspect of the Royalty Entitlement Exchange (REX) process which requires a great amount of consideration by both the Issuer and the representative of investors purchasing royalties from an Issuer.

Although the transferred assets will have monetary value the possible disposition by the trustee is not intended to fully compensate the royalty contract unit holders for necessarily either their cost of acquisition or anticipated return.

The trustee’s disposition of the transferred assets, in the event of an Issuer’s default, is intended to restrict the future ability of the Issuer to remain in business and generate revenues. Therefore, to the extent possible, the Issuer and creditors of the Issuer are motivated to make the obliged royalty payments so as to avoid a complete cessation of revenues. 

Events of default shall include the following acts and omissions; failure of the stipulated individuals to attest as to the completeness of the deposits  made in the Issuer’s designated banks, failure to deposit in designated banks all revenues derived from the sale or other disposition of goods or services, failure to make quarterly payments of the agreed percentage of revenues through deposit in designated banks, failure to provide REX and the trustee with an audit, by an acceptable auditor, of all Issuer revenues within 60 days of the end of each annual fiscal period, failure to provide the trustee and REX of an audit of Sharia compliance, as initially agreed, within 90 days of the end of each calendar year and failure to provide the REX, on a timely basis, with required information regarding the revenues and commercial affairs of the company during agreed periods.

The Issuer shall be responsible for all costs incurred by REX or the trustee in enforcing the Issuer’s obligations to the REX contract unit holders.   

The Issuer continues to use, without additional expense, the transferred critical assets of the business, unless there is an event of default on the part of the Issuer. The Issuer also receives the return of the assets, without cost, on the completion of the Issuer’s obligation to the revenue participation contract unit holders.

Critical assets of an Issuer can include, subject to prior lien; land, buildings, equipment, inventory, intellectual property and customer and supplier lists. It is possible that retransfer of some of the critical assets can be negotiated based upon the level of cumulative royalty payments made and distributed to contract unit holders.
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