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Minutes of Meeting of Creditors of 

Toys “R” Us (Australia) Pty. Ltd. (TRU) 

ACN 057 455 026 

Babies “R” Us (Australia) Pty. Ltd. (BRU) 

ACN 073 394 117 

(both Administrators Appointed) 

(collectively “Toys “R” Us Australia”) 

Held at 220 Pitt Street, Sydney NSW 2000 on 31 May 2018 at 11:00 AM 

 

Administrator Jason Preston

Attachment name Minutes of Meeting

Number of pages 38

Date prepared 12-Jun-18

Present As per the attached register of attendees. 

Opening The Chairperson called the meeting to order and declared the first meeting 
of creditors of Toys “R” Us Australia open at 11:00am on Thursday, 
31 May 2018. 

Chairperson Jason Preston, joint and several Administrator, took the Chair pursuant to 
the Insolvency Practice Rules (Corporations) (IPR) 75-50. 

Introductions The Chairperson introduced: 

 Jason Ireland, a partner at McGrathNicol assisting the Administrators 
(Mr Ireland); and 

 Peter Bowden, a lawyer and partner of Gilbert and Tobin assisting the 
Administrators. 

Agenda The Chairperson tabled the agenda for the meeting. 

Appointment The Chairperson explained that Keith Crawford, Barry Kogan and Jason 
Preston (the Chairperson) were appointed joint and several Voluntary 
Administrators (Administrators) of TRU and BRU on 21 May 2018. 

Quorum The Chairperson declared that a quorum was present for both TRU and BRU 
pursuant to IPR 75-105. 

Attendance 

 

The Chairperson confirmed all creditors and attendees had signed the 
Attendance Register and asked any creditors who wished to address the 
meeting to identify themselves to be recorded in the minutes of the 
meeting.  The Chairperson advised that there were a number of creditors 
listening to the meeting via telephone and that, whilst their lines were 
muted and they were attending the meeting in their capacities as observers, 
they would have the opportunity to put questions to the Administrators at 
the appropriate time during the meeting.  

Voting The Chairperson advised the meeting of the requirements of IPR 75-85,  
75-110 and 75-115 as they apply to voting at the meeting. 
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Time and Place of Meeting 

 

The Chairperson advised the meeting that, as a consequence of the widely 

located operations of TRU, there was no one location where the clear 

majority of creditors, including employee creditors, were based.  As a result, 

the Chairperson determined to hold the meeting in Sydney where the head 

office and distribution centre of TRU is located.  

The Chairperson declared that, in accordance with IPR 75-30, the meeting 

had been validly convened at a date, time and place most convenient for 

the majority of persons entitled to receive notice of the meeting. 

Proofs of Debt and Proxies 
The Chairperson tabled the proof of debt and proxy registers, recording all 

of the proof of debt and proxies received for the meeting.  The Chairperson 

explained that these documents were available for inspection. 

Concurrent meetings 

 

 

 

 

 

 

 

 

 

The Chairperson explained that he proposed to hold the meetings of TRU 

and BRU (BRU being largely a dormant entity, although a guarantor of the 

secured notes) concurrently.  

 

The Chairperson put forward the following resolution in respect of each of 

TRU and BRU: 

 

That the meetings of creditors of each of the entities in Toys “R” Us 

Australia, being 

 Toys “R” Us (Australia) Pty. Ltd.; and 

 Babies “R” Us (Australia) Pty. Ltd. 

(both Administrators Appointed) 

be held concurrently.  

The Chairperson declared the resolutions for each company were carried 

unanimously on the voices. 

Purpose of meeting The Chairperson advised that the purpose of the first meeting of creditors is 
to: 

 determine whether to appoint a committee of inspection and, if so, to 
determine who the members of the committee will be; and 

 allow creditors to consider the removal of the Administrators and 
appoint an alternative administrator who had consented to act. 

The Chairperson advised that the meeting had no formal authority to 
consider any other matter.  The Chairperson further advised that, at the 
second statutory meeting of creditors, a decision may be made regarding 
Toys “R” Us Australia’s future.  

Remuneration of Administrators The Chairperson tabled the Initial Remuneration Notice that was circulated 
with the notice of the meeting in accordance with IPR 70-35. 

Declaration of Independence, 
Relevant Relationships and 
Indemnities (DIRRI) 

The Chairperson tabled the Declaration of Independence, Relevant 
Relationships and Indemnities circulated with the notice of the meeting, as 
required by section 436DA of the Corporations Act (Act), and the Australian 
Restructuring, Insolvency and Turnaround Association’s (ARITA) Code of 
Professional Practice (COPP).  

The Chairperson advised the meeting that the Administrators had 
undertaken a proper assessment of the risks to their independence prior to 
accepting the appointment as Administrators of Toys “R” Us Australia in 
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accordance with the law and applicable professional standards.  This 
assessment identified no real or potential risks to the Administrators’ 
independence.  The Administrators are not aware of any reason that would 
prevent them from accepting the appointment. 

The Chairperson advised the meeting of the work McGrathNicol had 
undertaken prior to their appointment as Administrators.  The Chairperson 
explained that the engagement did not impair the Administrators’ 
independence for a number of reasons, including: 

 the nature of the engagement was factually based and focused on 

the evolving financial position of Toys “R” Us Australia and its 

offshore affiliated entities; 

 the COPP recognises investigating accountant assignments as 

specific exceptions to the general prohibition on external 

administrators having a prior professional relationship with the 

company.  The engagement undertaken was within (and narrower 

than) the scope contemplated by the COPP; and 

 the fees incurred in providing the advice were immaterial having 

regard to the size of the Toys “R” Us Australia business.  Moreover, 

the fees were pre-paid and therefore could not be subject to 

review or recovery in liquidation as a voidable transaction. 

The Chairperson advised the meeting that the DIRRI had been lodged with 
the Australian Securities and Investments Commission (ASIC) and a copy 
had been provided to ARITA.  It was also made available on the 
McGrathNicol website.  

Overview and background The Chairperson proceeded to provide the meeting with an overview of the 
administration process in general, and the background of Toys “R” Us 
Australia.  A copy of the Chairperson’s presentation to the meeting is 
attached to these minutes. 

The Chairperson provided the meeting with: 

 information regarding the purpose of the administration process; 

 an outline of the administration timeline as it relates to Toys “R” Us 

Australia; and 

 details on the Administrators’ intention to apply for an extension to 

the convening period for a period of two to three months, and the 

reasons for such an application.  

Mr Ireland then provided the meeting with an overview of Toys “R” Us 

Australia’s background, including: 

 the structure of the Australian business and its relationship with the 

global Toys “R” Us group; 

 the background of the global group and its financial performance; 

 the impact on the Australian business of the parent entity, and its 

related entities, filing for Chapter 11 bankruptcy in the United 

States;  

 the wind down of operations of the United States and United 

Kingdom businesses, and the successful sale processes undertaken 
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in relation to the businesses based in Canada, Germany, Austria 

and Switzerland; 

 the sale of business process conducted in Australia prior to the 

Administrators’ appointment, which resulted in the final bidder 

withdrawing from the process, leading to the Administrators’ 

appointment; and 

 the operations, assets and liabilities of TRU and BRU, together with 

a summary of the recent financial performance of the businesses. 

The Chairperson then provided the meeting with a summary of the 

Administrators’ future strategy, including: 

 the continuation of operations under the Administrators’ control 

while progressing the Administrators’ sale of business process; 

 the sale of business process and the ways in which it could be 

completed; 

 investigating the reasons of failure and preparation of the 

Administrators’ Report to creditors to be issued prior to the second 

meeting of creditors; and 

 an overview of the difference between the two potential outcomes 

from the administration process, being a Deed of Company 

Arrangement and a liquidation.  

Questions The Chairperson then opened the meeting for questions from the floor. 

Ian Robertson from CRS Property representing Waurn Ponds Homemaker 
Centre (Mr Robertson) asked what happened to the potential purchaser of 
the property/entity on 21 May 2018.  

The Chairperson explained that the former potential buyer had been 
approached by the Administrators to invite them to participate in the 
Administrators’ sale of business process.  Previously, that party had 
concluded that it was not in a position to purchase the business as a going 
concern in a solvent context.  Once that party, being the final bidder under 
the former sales process, withdrew interest, the directors formed the view 
that the business was insolvent or likely to become so.   

Mr Robertson then asked if there was still an opportunity to achieve a going 
concern sale of the business.  

The Chairperson explained that there is still the potential for a sale on a 
going concern basis.  The Chairperson further explained there remains a lot 
of interest in the business, ranging from parties interested in acquiring the 
stock only, to parties interested in continuing the operation of stores.   

Mr Robertson asked what would be the likely period the Administrators 
require the continued use of the leased properties and how much notice 
landlords would receive should properties no longer be required.  

The Chairperson explained that, whilst the Administrators continue to trade 
and use the premises, rent will be paid to landlords.  The Chairperson also 
explained that, if the Administrators form the view that they no longer need 
a site, they have the ability to terminate the lease for that site immediately.  
However, noting the proposed application to extend the convening period, 
the Chairperson suggested that the continued use of the properties would 
be required, at least in the short term.  The Chairperson confirmed that 
landlords will be kept informed regarding the Administrators’ strategy.    
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Sean Richardson representing Baby Brands (Mr Richardson) stated that he 
had heard the Australian business had been grouped for sale with the Asian 
entity and, if the grouping had been removed, why was that the case.  Mr 
Richardson also stated that he had heard, what may have been a rumour, 
that 13 offers for the sale of the business were put forward but ultimately 
rejected by the United States parent company, and asked that, in the 
administration process, could the US parent company still reject these offers.  

The Chairperson explained that the Administrators had engaged with the 
advisers who ran the former sales process and had an understanding of the 
issues around the Asian sales process.  The process that was run included 
the potential for offers to be received for both the Australian and the Asian 
business, as well as for the sale of the Australian business as a standalone 
entity.  The Administrators understand that the parties that participated in 
the Asian sales process ultimately communicated they did not have an 
interest in the Australian business.  

With regard to the statement that 13 offers had been put forward but 
rejected by the parent company, the Chairperson stated that his 
understanding was that was incorrect.  The Chairperson explained the 
existence of agreements between parties including the brand owner and 
landlords and that the Administrators cannot compel any of the involved 
parties to consummate a transaction.    

John Herbert representing U-Gain (Mr Herbert) asked if the intercompany 
debt of approximately $90 million is a secured debt and where it is placed 
in order of priority for payment.  

The Chairperson explained that the Administrators’ investigation into the 
financial position of the companies was at a preliminary stage and he would 
answer the question based on his current, and preliminary, understanding.  
The Chairperson further explained that the Administrators are still 
undertaking the process of identifying priorities and securities held.  The 
Administrators’ investigation to date confirm that employees will hold a 
priority over TRU’s stock.  There is then security for a much larger offshore 
debt, not the $90 million but other secured debt which is also secured 
against other assets globally.  The Administrators currently believe the $90 
million intercompany debt will rank as an unsecured debt.   

The Chairperson explained that the questions received from observers 
attending the meeting by telephone were specific trading queries and 
would be responded to after the meeting.  

The Chairperson confirmed there were no more questions.  

Removal and replacement of 
Administrators  

The Chairperson advised the meeting that, should creditors resolve, 
pursuant to section 436E(4) of the Act, they could: 

 remove the Administrators from office; and 

 appoint another administrator or administrators of their choice. 

The Chairperson confirmed that no alternative administrator nominations 
had been received prior to the meeting.  

As no alternative administrator had consented to act, the Chairperson 
advised the meeting that there was no requirement to put forward such a 
resolution.   
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Committee of Inspection 

 

 

 

 

 

 

The Chairperson noted that, under Insolvency Practice Schedule 
(Corporations) (IPS) 80-10, creditors may, by resolution, determine whether 
there is to be a committee of inspection. 

The Chairperson did not recommended that a committee of inspection be 
formed for BRU as there was only one creditor and it is effectively a 
dormant entity.  

However, the Chairperson recommended that a committee of inspection be 
formed for TRU and noted that the role of the committee of inspection is 
to: 

 advise and assist an administrator about matters relating to the 
administration; and 

 monitor the conduct of the Voluntary Administration. 

A committee of inspection may also: 

 request an administrator give information, provide reports or produce 
documents. 

The Chairperson noted that under IPS 60-10, a committee of inspection also 
has the power to approve an administrators’ remuneration. 

The Chairperson put the following resolution to the meeting: 

“That a committee of inspection of TRU be formed” 

The Chairperson declared the resolution passed on the voices. 

The Chairperson then invited creditors to nominate prospective members of 
the committee.  

A discussion ensued whereby a number of creditors were nominated to act 
as committee members. 

The following resolution was put to creditors 

That a Committee of Inspection be formed for Toys “R” Us 
(Australia) Pty. Ltd. (Administrators Appointed) and: 

David McIntosh representing the Wilmington Trust National 
Association as collateral trustee and Wilmington Savings Funds 
Society as collateral trustee; 

Danny Berkovits representing Supacenta Pty Ltd; 

Jessica Jordan representing Scentre Management Ltd; 

Sally-Anne Barbara; and  

Scott Toner,              

be appointed to the Committee of Inspection.  

The Chairperson declared the resolution passed on the voices. 

The Chairperson advised the meeting that one more resolution had to be 
passed, being: 

“That despite the operation of IPS 80-55, members of the TRU committee 

may directly or indirectly derive a profit or advantage from the external 

administration of the company if the profit or advantage is derived in the 

ordinary course of trading the business”  

The Chairperson declared the resolution passed unanimously on the voices. 
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Opening

 Meeting formalities

 Resolution (concurrent meetings)

 Purpose of meeting

 Declaration of Independence, Relevant Relationships and Indemnities (DIRRI) 

 Role of the Voluntary Administrators

 Voluntary Administrators timeline and extension of the convening period

Toys "R" Us Australia and events leading to the appointment of Voluntary Administrators

 Background, timeline and structure

 Financial performance and position

Administration

 Administrators’ actions since appointment

 Strategy going forward

 Deed of Company Arrangement v Liquidation

 Questions

Resolutions (Committee and replacement of Voluntary Administrators)

Agenda
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Meeting formalities
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 Open meeting

 Administrator Chairperson: Insolvency Practice Rules 75-50

 Introductions:

 Jason Preston (Administrator)

 Jason Ireland (Partner)

 Peter Bowden (Gilbert + Tobin)

 Quorum: Insolvency Practice Rules 75-105 for TRU

 Quorum: Insolvency Practice Rules 75-105 for BRU

 Attendance register

 Voting (on the voices & using voting slips)

 Time and place convenient: Insolvency Practice Rules 75-30

 Proofs of debt and proxies
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Resolution – meetings to be held concurrently
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TRU: “That the meetings of creditors of each of the Toys "R" Us Australia 
companies, being:

 Toys “R” Us (Australia) Pty. Ltd.

 Babies “R” Us (Australia) Pty. Ltd.

(Both Administrators appointed)

be held concurrently.”

BRU: “That the meetings of creditors of each of the Toys "R" Us Australia 
companies, being:

 Toys “R” Us (Australia) Pty. Ltd.

 Babies “R” Us (Australia) Pty. Ltd.

(Both Administrators appointed)

be held concurrently.”
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Purpose of meeting
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 Convened under Section 436E of the Corporations Act to:

 determine whether to appoint a Committee of Inspection to each Company, 
and, if so, who are to be the Committee members; and

 consider the removal of the Administrators and appoint an alternative 
Administrator who has consented to act

 This meeting has no authority to consider any other business

 At the second statutory meeting, a decision is made regarding Toys "R" Us 
Australia’s future
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Declaration of Independence, Relevant Relationships and 
Indemnities (DIRRI) and remuneration 
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DIRRI

 DIRRI dated 21 May 2018 - distributed with notice of meeting

 DIRRI tabled is available for inspection

 Assessment identified no real or potential risks to our independence

 Undertook contingency planning in relation to solvency and the alternative 
options available following Toys “R” Us Australia’s ultimate parent company filing 
for Chapter 11 bankruptcy protection in the United States

 No work undertaken for BRU

Remuneration

 Schedule of rates provided with meeting information

 Comprehensive remuneration report will be provided prior to the second meeting 
of creditors



Toys “R” Us Australia

Role of the Voluntary Administrators
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 Appointed by directors, and represent the interests of all stakeholders

 Directors’ powers are suspended and Administrators are in control of the 
companies

 Responsible for the ongoing trading of the business

 Running a sale campaign for all or part of the business or its assets

 Holding meetings of creditors

 Investigating the reasons for failure of the business

 Making recommendations about the future of the companies
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Voluntary Administration timeline
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The June public holiday impacts the Voluntary Administration timeline

Appointment Within 25 business days

(or longer if extended)

23 May 2018

Written notice of 
first meeting 
mailed to creditors 
and employees

31 May 2018

1st meeting of 
creditors held

Purpose:

(i) Replace VA

(ii) Consider the 
appointment of 
a Committee of 
Inspection

19 June 2018

Written notice of 

second meeting 

mailed to creditors 

and employees

26 June 2018

2nd meeting of 
creditors held

Options:

- DOCA

- Liquidation

- Return to 
directors

21 May 2018

Administrators 
take control of 
company and its 
assets

19 June 2018

Administrators 

Report issued with 

recommendations

Within 20 business days

(or longer if extended)

Within 8 business days

A
D

M
IN

IS
T

R
A

T
IO

N

Application likely to be made to extend the convening period 
Today’s meeting
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Extension of the convening period
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Process

 Administrators will likely make an application to Court to extend the convening 
period

Purpose

 Application to extend the convening period allows time for the sale campaign to 
be completed and sufficient time for interested party/parties to submit a Deed of 
Company Arrangement proposal

 Alternatively, allows sufficient time to maximize value achieved from a stock 
liquidation
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Background 

 As at our appointment Toys "R" Us Australia had 44 stores in Australia

 Toys "R" Us Australia is part of the global Toys "R" Us group based in the United 
States

 The global group was founded in 1948

 Toys "R" Us opened its first Australian store in 1993

 In 2005, the global Toys "R" Us group was bought by three private equity firms 
and taken private

 The global group has reportedly not made an annual profit since 2013

 In 2017 the United States parent and related entities filed for Chapter 11 
bankruptcy protection in the United States. Following this, some global entities 
have been sold and others have been wound down through insolvency processes 
and stores closed
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Timeline
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September 
2017

Toys "R" Us  
Inc and 
related 

entities file for 
Chapter 11 
bankruptcy 

protection in 
the United 

States

December 
2017 

UK group 
proposes a 
Creditors 
Voluntary 

Arrangement 
to restructure 

its store 
portfolio

2005
Leveraged 

private equity 
buy out to 
delist and 
take the 
company 
private

April 2018
Canadian 

business sold

21 May     
2018

Voluntary 
Administrators 
appointed to 
Toys ‘R’ Us 
Australia

Late 2017 and 
early 2018

Sales process 
run Toys ‘R’ Us 
Australia as a 
standalone 

business and 
as part of an 
Asia/Pacific 

sales 
campaign

March 2018
United States 

business 
announces 

closing all US 
stores

February 
2018 

UK group 
appoints 

administrators 
and 

announces 
closing all UK 

stores

April 2018
German, 
Austrian, 

Swiss business 
sold

FY17
Toys "R" Us 
Australia –

Prelim results 
EBITDA loss 

$5.5m 

21 May     
2018

Remaining 
bidder 

withdraws 
from sales 
process
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Toys “R” Us (Australia) 
Pty. Ltd.

Babies “R” Us (Australia) 
Pty. Ltd 

(dormant)

Toys ‘R’ Us Inc
(US registered parent)

Geoffrey LLC
(US owner of Toys “R” Us & 
Babies “R” Us trademarks)

TRU Australia Holdings, 
LLC 

(US registered entity)

Wilmington Trust, National
Association & Wilmington Savings 
Fund Society, FSB as trustee and 
collateral trustee for the Taj DIP  
noteholders and Taj noteholders

North American 
operations

(multiple entities)

12

Licence agreement for use of 
trademarks

Corporate structure

European 
operations 

(multiple entities)

OBLIGOR GROUP
Global support service 

operations
(multiple entities)
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Operations
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 44 stores, head office and 
distribution centre

 c.2,000 employees 
(including casual)

 Inventory of c.$60m (bv)

 Fixed assets of c.$16m (bv)

TRU

 Ceased trading some time ago

 Understood to hold no assetsBRU

Operations and assets

 Trade and other creditors 
(excluding landlords): c.$3m

 Employee creditors (excluding 
redundancy): c.$3m

 Intercompany creditors: c.$90m

 Secured creditors: guarantee 
claim

 Trade creditors: $0m

 Employee creditors: $0m

 Secured creditors: guarantee 
claim

Creditors
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Financial performance - TRU
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Summary of financial performance

$'million FY15 FY16 FY17

Number of Stores 36 38 44

Store revenue 247.0 254.8 249.2

Online revenue 18.3 22.0 39.1

Total revenue 265.3 276.8 288.3

Direct costs (166.2) (172.0) (181.3)

Gross profit 99.1 104.8 107.0

Gross margin 37% 41% 43% 

Overheads (95.0) (97.2) (104.3)

EBITDA (before intercompany) 4.1 7.6 2.7

Royalty and intercompany (5.7) (5.6) (8.2)

EBITDA (after intercompany) (1.6) 2.0 (5.5)

Source: FY15, FY16, FY17 accounts. FY ending January

Figures are preliminary / unaudited
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Financial position – TRU
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Summary of financial position

$'million FY16 FY17

Cash & cash equivalents 8.0 22.2

Trade & other receivables 2.4 2.0

Inventory 50.3 56.3

PP&E 14.5 16.5

Other assets 4.1 7.1

Total assets 79.4 104.1

Trade & other payables 36.8 29.3

Borrowings 29.5 79.3

Provisions 16.6 16.7

Other liabilities 2.5 1.8

Total liabilities 85.4 127.2

Net assets (6.0) (23.1)

Source:  FY16, FY17 accounts (FY ending January)

Figures are in draft, preliminary and unaudited

The figures above do not include debt secured by guarantee
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Administrators’ key actions since appointment
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 Worked to stabilise the operations to maximise recoveries and/or the chances of 
the businesses continuing to operate

 Communicated with customers, suppliers and employees

 Commenced a sale campaign for all or part of the business or its assets
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Strategy going forward

 Continue to trade the business while pursuing a sale of all or part of the business 
or its assets

 Advertisement featured in newspapers on 24 May 2018

 Non-binding expressions of interest are due by COB on 31 May 2018

 To date, over 30 parties have signed a Non Disclosure Agreement

 Likely to seek a 2 to 3 month extension to the convening period

 Will investigate the reasons for the failure of the business and prepare a report to 
creditors (to be tabled at the second creditors’ meeting) providing creditors with 
the Administrators’ recommendation on the options available

17
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Liquidation vs Deed of Company Arrangement

 A DOCA is a binding arrangement 
between a company and its creditors 

 One option to effect a sale is through a 
DOCA

Deed of Company Arrangement (“DOCA”)

 At the second meeting, creditors may vote 
for the liquidation of the companies

 Voidable transactions can be pursued in 
liquidation

 Employees may access the Fair Work 
Entitlements Guarantee Scheme (“FEG”) if 
necessary

Liquidation

 In our report to creditors, we will either recommend a DOCA or liquidation

 The Administrators are preparing for either outcome



Q & A
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