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Toys “R” Us (Australia) Pty Ltd ACN 057 455 026 (TRU) 

Babies “R” Us (Australia) Pty Ltd ACN 073 394 117 (BRU) 

(Both In Liquidation) 

(Together, TRUA or the Companies) 

Statutory Report to Creditors (Report) 

 

Keith Crawford, Barry Kogan and I were appointed Joint and Several Administrators (Administrators) of TRUA on 21 

May 2018.  Subsequently, on 26 September 2018, the second meeting of creditors was held and it was resolved that 

Keith Crawford, Barry Kogan and I be appointed Joint and Several Liquidators (Liquidators) of TRUA.  

The purpose of this report is to: 

 provide you with an update on the progress of the liquidation; and 

 advise you of the likelihood of a dividend (if any) being paid in the liquidation. 

This report is to be read in conjunction with our Administrators’ report to creditors pursuant to section 75-225 of 

the Insolvency Practice Rules (Corporations) 2016 (Cth) dated 18 September 2018 (Administrators’ Report).  

1. Background 

As previously reported, TRU and BRU were the two Australian entities of the US based toy and baby goods retailer, 

Toys “R” Us Inc.  The sole trading entity in Australia was TRU.  BRU was a dormant entity that did not trade and had 

no assets. 

TRU sold licenced, branded and third party goods through its network of 44 retail stores and through an online 

ecommerce platform. 

TRU employed approximately 700 full time and part time staff, and had as many as 2,000 additional casual 

employees during its peak sales period leading up to Christmas.   

Shortly after the Administrators’ appointment on 21 May 2018 (Appointment Date), the Administrators commenced 

a sale of business process for TRUA’s business and assets, seeking to effect a sale of TRUA on a going concern 

basis.  Despite a number of positive negotiations, it became clear that no party was in a position to enter into a 

transaction which would (i) provide for a going concern sale of the business; or (ii) provide a better outcome for 

creditors than could be achieved through a wind-down of the business and liquidation of its stock.  

All parties ultimately withdrew their interest or advised that they were unable to submit a bid at the level required. 

Consequently, the Administrators conducted a process to liquidate TRUA’s assets and, subsequently, wind-down its 

operations.   

All stock was realised through the store network, and Fixtures, Fittings and Equipment (FF&E) was sold either at 

store level or through an auction process.  Realisation amounts are detailed in the following section of this Report. 

TRUA has now ceased all business operations.  

Our investigations, as detailed in our Administrators’ Report, indicate that TRUA’s failure was primarily a result of: 

 the significant impact on the Australian business following the Chapter 11 and Chapter 7 filings in the US; 

 there ultimately being no interest in the Australian business from parties participating in the sale of 

business process conducted by the Directors prior to the Administrators’ appointment; and 

 the withdrawal of ongoing funding from related parties. 

The following sections provide an update on the various aspects of the insolvency to date.  
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2.  Estimated outcome statement (EOS) 

Set out below is an updated EOS in respect of the TRU administration and liquidation process as at 

24 December 2018.  All priority creditors have been paid in full and the Liquidators anticipate a return of between 

$31.0 million and $32.5 million to the Secured Creditors, which is materially consistent (albeit marginally improved) 

with the EOS detailed in the Administrators’ Report. 

 

3.  Estimated assets / liabilities compared to TRUA Report as to Affairs (RATA) 

As previously reported, on 1 June 2018, the Administrators received a RATA for both TRU and BRU setting out the 

financial position as at the Appointment Date from the TRUA Directors, Richard Taylor and Dianne Guerreiro. 

The RATA sets out the Directors’ assessment of BRU’s assets and liabilities at the Appointment Date, together with 

their opinion as to the estimated realisable values of the assets.   

The RATA for BRU discloses: 

 BRU’s only asset is cash on hand in the amount of two dollars; and 

 BRU’s only liabilities are its joint and several liabilities to the Secured Creditor, as explained in section 3.1.8 

below. 

A summary of the TRU RATA, the Directors’ view on realisable values and the actual amount estimated to be 

realised per the high side EOS above is set out below:  

TRU Estimated Outcome Statement as at 24 December 2018

$'m

Low case 

scenario

High case 

scenario

Estimated gross realisations

Cash 4.9 4.9

Debtors 1.6 1.6

Stock 67.8 67.8

PP&E 1.0 1.0

Total estimated gross realisations 75.3 75.3

Estimated costs and expenses of realisation

Wages and salaries (9.5) (9.0)

Rental payments (7.4) (7.2)

Overheads (4.6) (4.5)

ITASSA / Royalties (1.2) (1.2)

PMSI claims and other trading costs (2.6) (2.3)

Agent fees and expenses (5.0) (4.6)

Administration and liquidation fees and expenses (5.0) (5.0)

Contingency (0.5) (0.5)

Total estimated costs and expenses of realisation (35.8) (34.3)

Estimated net realisations 39.5 41.0

Employee priority payments (8.5) (8.5)

Net amount available to Secured Creditors 31.0 32.5



 

 3 

 

3.1.1 Cash on hand  

Cash on hand comprised petty cash and cash register floats across the retail store network in the amount of 

approximately $0.4 million.   

3.1.2 Cash at bank  

The RATA records cash at bank in the amount of $6.8 million as at 21 May 2018.  

Cash at bank, as reflected in the Directors’ RATA, represents the cash at bank balance at close of business on 

21 May 2018, with cash of approximately $2.3 million being received into the bank account after the time that the 

Administrators were appointed (approximately 1.30pm).  The Administrators recorded cash received after the time of 

their appointment as receipts from pre-administration debtors or post-administration sales receipts as appropriate, 

recording cash at bank as at 21 May 2018 of $4.5 million. 

After the Administrators’ appointment, TRU’s transactional bank restricted access to cash at bank in the amount of 

approximately $1.3 million to cover any potential exposure to the bank from chargebacks.  This retention will be 

progressively released to TRU over an 18 month period from 21 May 2018.  At the date of this Report, the amount 

of $0.4 million has been released to TRU.  

3.1.3 Sundry debtors  

Sundry debtors arise due to timing differences between point of sale at the cash registers and through the 

ecommerce platform, and the receipt of cash from the various merchants (e.g. EFT, AfterPay, ZipPay, PayPal etc.).   

Sundry debtors totalling less than $0.1 million remain outstanding at the date of this Report.  These sundry debtors 

are being paid to the Liquidators in instalments and are expected to be paid in full by January 2019.  

3.1.4 Stock 

The Directors’ RATA reflected a cost value of stock on hand (held both in the stores and within the central 

distribution centre) of approximately $47.5 million, with an estimated realisable value of $15.0 million.  

The Directors’ estimated realisable value is presented in their RATA after their estimate of the costs and expenses of 

realising the stock. 

TRU RATA and Liquidators Updated EOS comparison summary

A$'m Notes Book value

Directors 

estimated net 

realisable value EOS - High side

Assets

Cash on hand 3.1.1 0.4 0.4 0.4

Cash at bank 3.1.2 6.8 6.8 4.5

Sundry debtors 3.1.3 0.2 0.2 1.6

Stock (net of costs to realise) 3.1.4 47.5 15.0 33.3

Plant and equipment 3.1.5 16.3 0.5 1.0

Other assets 3.1.6 4.7  - 0.2

Total assets 75.8 22.8 41.0

Liabilities

Employee entitlements 3.1.7 (3.0)  - (8.5)

Secured creditors 3.1.8 See note  - (32.5)

Unsecured creditors 3.1.9 (95.0)  -  - 

Contingent creditors 3.1.10 (156.5)  -  - 

Total liabilities (254.5)  - (41.0)

Net assets/liabilities (178.7) 22.8  - 

Source: Directors RATA and Liquidators Updated EOS
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Gross realisations of stock totalled $67.8 million, with approximately $34.3 million of associated realisation costs in 

the Liquidators’ high side EOS. 

3.1.5 FF&E 

FF&E comprises store fixtures and fittings, together with office equipment and owned IT hardware.  

The Directors’ RATA reflects a book value for FF&E in the amount of approximately $16.3 million, with an estimated 

realisable value in the amount of approximately $0.5 million (after realisation costs). 

As part of the wind-down of operations, all store FF&E was offered for sale, generating a gross recovery to date in 

the amount of $0.9 million. 

With the exception of certain IT equipment and the TRUA servers, all FF&E that was located at the head office and 

distribution centre, was offered for sale through an auction process conducted by a third party agent generating a 

gross recovery less than $0.1 million. 

The IT equipment and TRUA servers will be offered for auction by the Liquidators in late 2019, with an estimated 

realisation value of less than $0.1 million expected to be achieved. 

3.1.6 Other assets  

Other assets largely comprise pre-payments, including prepaid rent in the amount of $2.8 million, with the rent for 

all properties having been pre-paid until at least 30 May 2018 at the Appointment Date. 

The Directors indicated that their estimate as to the net realisable value of the other assets is nil.  

The Liquidators received the benefit of certain pre-payments such as rent, and recovered $0.2 million from the pre-

payment of stock that had not been delivered.  Note – this amount is included within the stock amount in the 

Liquidators’ EOS as at 24 December 2018. 

3.1.7 Employee entitlements 

The Directors’ RATA reflects accrued employee entitlements in the amount of $3.0 million, compromising annual 

leave and long service leave of $1.5 million and $1.5 million respectively.  A separate provision was made for 

termination entitlements as a contingent claim (refer below). 

Employee entitlements are afforded a priority over the Secured Creditors from recoveries from certain classes of 

assets (including stock and cash), pursuant to the Corporations Act 2001 (Cth) (“Corporations Act”).  

The Liquidators have paid all priority employee entitlements to all employees who ceased their employment with 

TRU in full (approximately $8.5 million).   

3.1.8 Secured Creditors 

TRU (and BRU) jointly and severally guaranteed amounts owed to the Secured Creditor (the Wilmington Trust 

National Association and the Wilmington Savings Fund Society, FSB) from the Global ‘Toys “R” Us’ business.  

The RATA discloses amounts due to the Secured Creditors in relation to the globally debt in excess of US$1.0 

billion. 

Wilmington Trust National Association and the Wilmington Savings Fund Society, FSB have submitted proof of debts 

against TRU in the amount of $768.5 million and $600.0 million respectively.  

The Liquidators highlight that these amounts are owed jointly and severally by TRU, BRU and other global group 

entities and the outstanding amount will reduce as assets of the global business are realised. 

The following interim distributions (all in AUD) have been made to the Secured Creditors:  

 $20 million on 19 August 2018; 

 $5 million on 20 September 2018; and  

 $4 million on 12 December 2018. 
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Based on current estimates, the Liquidators anticipate a further $2.0 million to $3.5 million in distributions will be 

made to the Secured Creditors once final realisation and recovery activities are concluded. 

3.1.9 Unsecured Creditors  

The RATA records Unsecured Creditors in the amount of $95.0 million, including loans to related parties of 

approximately $90.0 million and trade creditors and accruals of $5.0 million.  

At the date of this Report, the Liquidators have received claims from Unsecured Creditors in the amount of 

approximately $227.0 million, including claims in relation to contingent liabilities which have since crystallised (e.g. 

claims from landlords). 

3.1.10 Contingent liabilities 

Contingent liabilities recorded in the RATA in the amount of $156.5 million include employee redundancy 

entitlements and contingent claims in relation to leases.  

As all employees have since been terminated, their redundancy entitlements crystallised and, as explained above, all 

employees, as priority creditors, have been paid in full.  

4. Sale of ecommerce business  

The Liquidators conducted a further sale of business process in respect of the TRUA ecommerce business, including 

certain intellectual property.  The Liquidators received a number of offers from interested parties in respect of this 

part of the TRUA business.  However, unfortunately, all offers were contingent on assignment of the intellectual 

property licence to operate the Toys “R” Us brand in Australia from a third party owner.  Despite extensive 

negotiations with the third party owner, the owner has decided to market the licence to operate the Toys “R” Us 

brand in Australia on their own and, as such, the sale of ecommerce business by the Liquidators has been 

abandoned.  

5. Investigations  

As previously reported, investigations have been undertaken by the Liquidators in relation to the conduct of the 

Directors prior to our appointment to determine if there are any amounts that may be recoverable in the 

liquidation.  

As you would be aware, liquidators have certain powers available to them under the Corporations Act in relation to 

voidable transactions and, in certain circumstances, can take steps to unwind transactions that occurred prior to the 

liquidators’ appointment.  Most of these voidable transactions require that the company was insolvent at the time 

the transaction was entered into.  

It has been determined by the Liquidators that TRUA remained solvent until the Appointment Date as TRUA had 

sufficient cash to pay its debts as they became due and payable for the entire period up to that date.  

Having concluded that TRUA was solvent until the point that the Directors resolved to appoint Administrators, the 

Liquidators do not consider there would be any basis to bring a claim for insolvent trading, or breaches of directors’ 

duties, against the Directors.   

Further, given the majority of claims in respect of voidable transactions require that the company was insolvent at 

the time of the transaction in order for the claim to be made out by the liquidator, the Liquidators have determined, 

at this time, that there are no avenues for recovery in relation to voidable transactions. 

6. Receipts and payment to date 

Enclosed at Annexure A is a summary of all receipts and payments from 8 September 2018 to 24 December 2018.  

We have included the receipts and payments for this period (i.e. before the date the Liquidators were appointed) as 

the Administrators’ Report last reported summarised receipts and payments up until 7 September 2018. 

7. Likelihood of a dividend 

Based on information available to us at this time, the Liquidators consider it unlikely that a dividend will be payable 

to unsecured creditors with admitted claims in the liquidation.   
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The Liquidators do, however, note that priority employee creditors have been paid in full and the Liquidators expect 

that a further distribution of approximately $2.0m to $3.5 million will be paid to the Secured Creditors (bringing 

total distribution to the Secured Creditor to $31.0 million to $32.5 million).  However, with an exposure in excess of 

US$1.0 billion to the Toys “R” Us global group of businesses, there will ultimately be a deficiency to the Secured 

Creditors.   

If a dividend is going to be paid, you will be contacted before that happens and, if you have not already done so, 

you will be asked to lodge a proof of debt.  This formalises the record of your claim in the liquidation and is used 

to determine all claims against TRUA. 

8. Cost of the liquidation 

This report is not seeking approval of further remuneration.  The following resolution was passed by creditors at the 

creditors’ meeting held on 26 September 2018:  

“That the prospective remuneration of the Liquidators of TRU, to a maximum amount of $500,000.00 (excluding 

GST), calculated at hourly rates as detailed in the Initial Remuneration Notice dated 24 May 2018 for the period 

from 27 September 2018 until the work undertaken in the estimation of remuneration is complete, or the time 

charges for work undertaken exceeds the capped fee amount (whichever occurs first), is hereby approved for 

payment, from funds on hand or as and when they come to hand.” 

To date the Liquidators’ remuneration is within the capped amount, however, based on the Liquidators’ 

remuneration incurred to date to support the ecommerce sale and operational wind-down matters, the Liquidators 

anticipate they will make a request for the approval of further remuneration which is required in order to complete 

the liquidation.  We anticipate this will be sought from creditors in early 2019. 

9. What happens next? 

We will proceed with the liquidation, which will include: 

 realising the remaining assets;  

 recovering any further available property; 

 closing out residual trading and operational wind-down matters;  

 statutory and administrative obligations; 

 completing our reporting to the corporate insolvency regulator, the Australian Securities and Investments 

Commission (ASIC); and 

 final distribution to the secured creditor.  

We may write to you again with further information on the progress of the liquidation.  

We expect to have completed this liquidation within 18 months.  

 

 

 

 

 

 

 

 



 

 7 

10. Where can you get more information? 

You can also access information which may assist you on the following websites: 

 ARITA at www.arita.com.au/creditors. 

 ASIC at www.asic.gov.au (search for “insolvency information sheets”). 

If you have any queries, please contact Grace Chessman at gchessman@mcgrathnicol.com.   

Dated: 24 December 2018 

 

 

 

 

 

 

 

Jason Preston 

Liquidator 

 

Enclosures: 

 

1 Summary of receipts and payments from 8 September 2018 to 24 December 2018 

2 ARITA Information Sheet – Offences, Recoverable Transactions & Insolvent Trading 
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Annexure A – Summary of receipts and payments from 8 September 2018 to 24 December 2018 

 

 

Summary receipts and payments for the period 8 September 2018 to 24 December 2018

$ 

Trading receipts and payments

Post-administration trading receipts (150)

Wages and salaries (10,409)

Property rental payments (241,619)

Other trading costs (962,708)

Net receipts from the trading period (1,214,885)

Other receipts

Pre-administration debtors  169,711 

FF&E realisations  10,161 

Bank interest  42,627 

Other receipts  35,047 

Net receipts (957,339)

Costs and expenses of the liquidation 

Appointee remuneration and disbursements (2,139,159)

Agent fees and expenses (3,840,971)

Legal fees and disbursements (218,627)

Other costs and expenses  153,763 

Net receipts after administration expenses (7,002,334)

Net GST and PAYG payable (4,205,429)

PMSI settlement claims (52,910)

Priority creditor distributions (35,677)

Secured Creditor distributions (9,000,000)

Net receipts and payments (20,296,350)



 
 

Creditor Information Sheet   
Offences, Recoverable Transactions and  
Insolvent Trading  

 

  

AUSTRALIAN RESTRUCTURING INSOLVENCY & TURNAROUND ASSOCIATION 

 

A summary of offences under the Corporations Act that may be identified by the administrator: 

180 Failure by company officers to exercise a reasonable degree of care and diligence in the exercise 
of their powers and the discharge of their duties. 

181 Failure to act in good faith. 

182 Making improper use of their position as an officer or employee, to gain, directly or indirectly, an 
advantage. 

183 Making improper use of information acquired by virtue of the officer’s position. 

184 Reckless or intentional dishonesty in failing to exercise duties in good faith for a proper purpose. 
Use of position or information dishonestly to gain advantage or cause detriment.  This can be a 
criminal offence. 

198G  Performing or exercising a function or power as an officer while a company is under administration.  

206A Contravening a court order against taking part in the management of a corporation. 

206A, B Taking part in the management of corporation while being an insolvent, for example, while 
bankrupt. 

206A, B Acting as a director or promoter or taking part in the management of a company within five years 
after conviction or imprisonment for various offences. 

209(3) Dishonest failure to observe requirements on making loans to directors or related companies. 

254T Paying dividends except out of profits. 

286 Failure to keep proper accounting records. 

312 Obstruction of an auditor. 

314-7 Failure to comply with requirements for the preparation of financial statements.  

437D(5) Unauthorised dealing with company's property during administration.  

438B(4) Failure by directors to assist administrator, deliver records and provide information.  

438C(5) Failure to deliver up books and records to the administrator.  

590 Failure to disclose property, concealed or removed property, concealed a debt due to the 
company, altered books of the company, fraudulently obtained credit on behalf of the company, 
material omission from Report as to Affairs or false representation to creditors. 

 
 
 
Preferences 

A preference is a transaction, such as a payment by the company to a creditor, in which the creditor receiving the 
payment is preferred over the general body of creditors.  The relevant period for the payment commences six 
months before the commencement of the liquidation.  The company must have been insolvent at the time of the 
transaction, or become insolvent because of the transaction. 

Where a creditor receives a preference, the payment is voidable as against a liquidator and is liable to be paid back 
to the liquidator subject to the creditor being able to successfully maintain any of the defences available to the 
creditor under the Corporations Act. 

Uncommercial Transaction 

An uncommercial transaction is one that it may be expected that a reasonable person in the company's 
circumstances would not have entered into, having regard to: 

• the benefit or detriment to the company; 

• the respective benefits to other parties; and, 

• any other relevant matter. 

Offences 

Recoverable Transactions 
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To be voidable, an uncommercial transaction must have occurred during the two years before the liquidation.  
However, if a related entity is a party to the transaction, the period is four years and if the intention of the 
transaction is to defeat creditors, the period is ten years.  

The company must have been insolvent at the time of the transaction, or become insolvent because of the 
transaction. 

Unfair Loan 

A loan is unfair if and only if the interest was extortionate when the loan was made or has since become 
extortionate.  There is no time limit on unfair loans – they only must be entered into before the winding up began. 

Arrangements to avoid employee entitlements 

If an employee suffers loss because a person (including a director) enters into an arrangement or transaction to 
avoid the payment of employee entitlements, the liquidator or the employee may seek to recover compensation 
from that person.  It will only be necessary to satisfy the court that there was a breach on the balance of 
probabilities.  There is no time limit on when the transaction occurred. 

Unreasonable payments to directors 

Liquidators have the power to reclaim ‘unreasonable payments’ made to directors by companies prior to liquidation.  
The provision relates to payments made to or on behalf of a director or close associate of a director.  The 
transaction must have been unreasonable, and have been entered into during the 4 years leading up to a 
company's liquidation, regardless of its solvency at the time the transaction occurred. 

Voidable charges 

Certain charges over company property are voidable by a liquidator: 

• circulating security interest created within six months of the liquidation, unless it secures a subsequent 
advance; 

• unregistered security interests; 

• security interests in favour of related parties who attempt to enforce the security within six months of its 
creation. 

 

 
In the following circumstances, directors may be personally liable for insolvent trading by the company: 

• a person is a director at the time a company incurs a debt;  

• the company is insolvent at the time of incurring the debt or becomes insolvent because of incurring the debt;  

• at the time the debt was incurred, there were reasonable grounds to suspect that the company was insolvent; 

• the director was aware such grounds for suspicion existed; and 

• a reasonable person in a like position would have been so aware. 

The law provides that the liquidator, and in certain circumstances the creditor who suffered the loss, may recover 
from the director, an amount equal to the loss or damage suffered.  Similar provisions exist to pursue holding 
companies for debts incurred by their subsidiaries. 

A defence is available under the law where the director can establish: 

• there were reasonable grounds to expect that the company was solvent and they did so expect;  

• they did not take part in management for illness or some other good reason; or 

• they took all reasonable steps to prevent the company incurring the debt. 

The proceeds of any recovery for insolvent trading by a liquidator are available for distribution to the unsecured 
creditors before the secured creditors. 

 

Important note: This information sheet contains a summary of basic information on the topic.  It is not a substitute for legal 
advice.  Some provisions of the law referred to may have important exceptions or qualifications.  This document may not contain 
all of the information about the law or the exceptions and qualifications that are relevant to your circumstances. 

Insolvent trading 


