
Kenneth 1-1. Eckstein (admitted pro hac vice) 

Stephen D. Zide (admitted pro hac vice) 

David E. Blabey Jr. (admitted pro hac vice) 

Rachael L. Ringer (admitted pro hac vice) 

KRAMER LEVIN NAFTA LIS & FRANK EL LLP 

1177 Avenue of the Americas 

New York, New York 10036 

Telephone: (212)715-9100 

Facsimile: (212) 715-8000 

Cullen D. Speckhart (VSB No. 79096) 

Olya ArUle (VSB No. 83153) 

Joshua D. Stiff (VSB No. 86105) 

WOLCOTT RIVERS GATES 

919 E. Main Street, Suite 2010 

Richmond, VA 23219 

200 Bendix Road, Sle. 300 

Virginia Beach, VA 23452 

Telephone: (757) 497-6633 

IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE EASTERN DISTRICT OF VIRGINIA 

RICHMOND DIVISION 

. ) 

In re: ) Chapter I 1 

• ) 

TOYS "R" US, Inc., el a/., ) Case No. 17-34665 (KLP) 

) 

Debtors,1 ) (Jointly Administered) 

) 

OBJECTION OF OFFICIAL COMMITTEE OF UNSECURED CREDITORS TO 

(I) DEBTOR TOYS "R" US, INC.'S APPLICATION TO EMPLOY 

DUCERA PARTNERS LLC AS ITS FINANCIAL ADVISOR, AND 

(II) DEBTORS TRU TAJ LLC AND TRU TAJ FINANCE, INC.'S APPLICATION TO 

EMPLOY CENTER VIEW PARTNERS LLC AS THEIR FINANCIAL ADVISOR 

' The Debtors in these eases, along with the last four digits of each Debtor's tax identification number, are sel forth 
in the Order (I) Directing Joint Administration of Chapter 11 Cases and (il) Granting Related Relief [Dkt. No. 78]. 

Case 17-34665-KLP    Doc 1509    Filed 01/17/18    Entered 01/17/18 19:19:03    Desc Main
 Document      Page 1 of 9



The Official Committee of Unsecured Creditors (the "Committee") of the debtors and 

debtors-in-possession (collectively, the "Debtors" or the "Company") in the above-captioned 

chapter I 1 cases (the "Chanter 11 Cases") hereby files this objection to (i) the application by 

Debtor Toys "R" Us, Inc. ("Toys, Inc."). for entry of-an order authorizing the employment and 

retention of Dticera Partners LLC ("Ducera") as financial advisor to Toys, Inc. and (ii) the 

application by Debtors TRU Taj LLC and TRU Taj Finance, Inc. (collectively, "TRU Tai") for 

entry of an order authorizing the employment and retention of Centervievv Partners LLC 

("Ccntcrvicw" and. together with Ducera, the "Financial Advisors") as financial advisor to 

TRU Taj (together, the "Applications") [Dkt. Nos. 1410, 1413].2 In support of its objection, the 

Committee respectfully represents as follows: 

OBJECTION 

L The Applications seek relief - the retention of another set of professionals to 

address certain hypothetical "Conflicts Matters" - that is premature and unnecessary to facilitate 

a plan in these cases. While this is a large and complex case, it is fundamentally a business 

reorganization. There is no restructuring support agreement or other prepetition settlement in 

place that require prompt review or approval, nor are there any litigations that need to be 

initiated. As a result, the Debtors' primary concern should be the timely development of a 

viable business plan and sustainable capital structure that can provide the foundation for a plan 

of reorganization. To be sure, the development of such a plan will be challenging and, 

potentially, controversial - but it does not yet, and may never, implicate any inter-debtor 

conflicts. The Debtors' management and experienced team of existing professionals, with the 

able and active participation of the innumerable advisors retained by each of the major creditor 

2 Capitalized terms used but not defined herein have the meanings ascribed to them in the Applications, ns 

applicable. 
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groups in these cases, are properly positioned to accomplish this gating task. Thus, while the 

Committee does not take issue with the qualifications of either Centervicw or Ducera, another 

layer of financial advisors in place to address potential conflicts is not a useful or needed place to 

dedicate estate resources. 

2. Viewed in this context, the Applications seek relief that is both expensive and out 

of touch with the needs of the case and, at a minimum, not reasonably tied to any specific 

services to be performed or the results that may be .achieved by such services if required. |  

3. Whether or not consensus can be achieved remains to be seen. But adding more 

advisors at this time empowered to advocate for separate debtor or creditor constituencies 

regarding potential infra-debtor conflicts that may never materialize is not a strategy that will 

advance the overarching goals of this case. 

2 

Case 17-34665-KLP    Doc 1509    Filed 01/17/18    Entered 01/17/18 19:19:03    Desc Main
 Document      Page 3 of 9



A. The Retention of Separate Professionals Is Not Legally Required 

4. As the Debtors should recognize, absent active and ongoing interdebtor litigation, 

they are not required to appoint and retain separate professionals foreacli Debtor silo. To ihe 

contrary, courts routinely permit a single set of advisors to represent multiple related debtors 

notwithstanding the presence of intercompany claims or the prospect of intra-debtor litigation. 

See, e.g., In re Residential Capital, LLC, Case No. 12-12020 (MG), l lr'g Tr. at 69-71 (Bankr. 

S.D.'N.Y. July 30, 2013). And debtors retain the ability to seek settlements of intercompany 

claims or inter-debtor litigation without the need for independent professionals for each debtor in 

a multi-debtor case, hi at 71-73 (citing In re WorldCom, Inc., 2003 WL 23861928 at *32 

(Bankr. S.D.N.Y. Oct. 31, 2003), and In re Enron Corp., No. 01-16034 (Bankr. S.D.NY. July 15, 

2004), Dkl. No. 19758, at 78-79). The independent directors already have separate counsel, but 

there is no basis for the retention of separate financial advisors. In the absence of an actual 

requirement for separate financial professionals for each Debtor silo, the proposed additional 

retentions - together with their fixed costs not tied to actual work by those professionals - are 

premature, unnecessary and unreasonable, 

B. The Proposed Scope of Services is Unclear 

5, Neither Application provides a clear definition of the scope of services to be 

performed by the financial advisors. While both refer to some ambiguously-defined "Conflict 

Matters,'' no active conflict exists at this point in the case for either TRU Taj or Toys, Inc. The 

only even potential "Conflict Matter" on the horizon is the Debtors' assumption of the IP 

Agreements - an issue which is itself an untimely distraction from the true goals of the 

reorganization, and, in any event, does not require the services of financial advisors for either 

TRU Taj or Toys Inc. to be resolved. Further, to the extent the "Conflicts Matters" include any 

J 
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investigation into the propriety of prepetition transactions involving the prepetilion lenders, the 

Court will recall that the Debtors waived any estate claims arising out of those transactions at the 

outset of the case on their own behalf and on behalf of the independent directors, and these 

potential claims arc being actively examined by the Committee and its advisors. Such potential 

causes of action do not require the retention of additional financial advisors at this time. 

6. Absent a clearly defined scope of work tied to tangible and necessary services, 

there is a serious risk that the services to be performed by the financial advisors will be partially, 

if not entirely, duplicative of the numerous professionals already engaged by the Debtors and 

other parties. H __ _ j| these estates simply should not bear 

these substantial costs before they prove necessary. 

C. The Applications Will Impose Yet Another Layer of Expense 

7. The Applications are especially inappropriate in these cases, where the estates are 

already bearing the cost of a multitude of professionals. First, the Debtors have retained their 

own investment banker (Lazard) and financial advisor (Alvarez & Marsal), who are each fully 

available to assist management and the boards of each of the Debtors with any matters in the 

Chapter 11 Cases. While Alvarez & Marsal bills on an hourly basis, Lazard earns a monthly lee 

of $200,000, and has already earned fixed "financing" fees, which, when coupled with other 

"transaction" and "restructuring" fees they may be entitled to upon the consummation of a 

restructuring, could total up to $35 million. 

8. Second, the Debtors are also shouldering the cost of four more financial advisors 

and/or investment bankers for different lender groups pursuant to the DIP facilities, including: (i) 

two financial advisors for the ad hoc group of B-4 term loan lenders, (ii) a financial advisor for 

the prepetition B-2 and B-3 term loan lenders, and (iii) a financial advisor for the ad hoc group of 

4 
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Taj Noteholders. The Committee also has a financial advisor and investment banker working on 

its behalf. 

9. Third, in addition to the Debtors' collective professionals, the Debtors appointed 

independent directors for each of five different Debtors or Debtor-silos: (i) Toys, Inc., (ii) TRU 

Taj, (iii) Toys "R" Us—Delaware, Inc., (iv) Giraffe Holdings, LLC, Giraffe Junior Holdings, 

LLC and Toys "R" Us Property Company II, LLC, and (v) Wayne Real Estate Parent Company, 

LLC. Each main Debtor entity also retained both lead counsel and local co-counsel - an 

additional ten (10) professionals - to advise and guide on certain potential "Conflict Matters", 

each billing at hourly rates with fees subject to Court review and approval. In December 2017, 

each of the independent directors announced their intention to retain separate investment bankers 

to assist them in these cases. Each advisor was to receive the same compensation: 

a. A monthly fee of $125,000, payable regardless of whether any "Conflicts 

Matters" exist at that Debtor and/or are actively being litigated; 

b. A $2.25 million "Transaction Fee" payable upon consummation of a 

"Transaction"; and 

c. Crediting of 50% of the monthly fee after 7 months against the "Transaction 

Fee." 

Aggregating potentially to about an additional $15 million in professional lees for duplicative 

and/or unnecessary services, this announcement sparked significant concerns from the 

Committee and other creditors and parties in interest. While the Debtors are currently only 

seeking to retain financial advisors for three of the five Debtors or Debtor-silos, there still 

remains the prospect that the independent directors for the remaining Debtor silos will later seek 

their own financial advisors as well.3 

3 The Committee recognizes that Toys "R" Us - Delaware, Inc. filed an application seeking to retain Zolfo Cooper, 

LLC ("Zolfo Cooper") as its financial advisor, on an hourly basis and with no back-end transaction fee. Subject to 

an appropriately tailored scope of Zolfo Cooper's services - that will ensure their work is limited to actual conflicts 

and not duplicative of the services already being provided by Lazard and Alvarez & Marsal - the Committee does 

5 
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D. The Proposed Fee Structure Is Inappropriate 

10. Moreover, the proposed lee structure for the financial advisors only highlights the 

prematurity of their retention, Though the determination of whether to retain professionals may 

be left to the business judgment of the applicable Debtor, they must still propose a reasonable 

compensation scheme tied to services reasonably required and actually provided. While they 

have yet lo identify a single active conflict pending in these eases, their proposed fee structures 

would require an ongoing payment of monthly fees as well as a back-end transaction fee upon a 

"Restructuring" - even if their services are not needed. By seeking approval of such guaranteed 

fees pursuant to section 328(a) of the Bankruptcy Code unrelated to the services performed (if 

any) and results obtained (if any), the retentions eliminate any real ability of third parties to 

challenge the reasonableness of those fees at a later point. 

11. In reviewing an application. "Bankruptcy Courts may approve some of the terms 

and conditions proposed in an employment application while rejecting others." In re Federal 

Mogul-Global Inc., 348 F.3d 390, 397 (3d Cir. 2003). Moreover, applications that fail to provide 

the Court with sufficient information to make an informed decision on the reasonableness of 

compensation may be denied. See, e.g., In re Trans Hat'I Co nunc'm In I'I, Inc., 462 B.R. 339, 

346 (Bankr. D. Mass. 201 I) (denying financial advisor retention application that did not provide 

sufficient information on reasonableness of compensation), 

12. Neither TIUJ Taj nor Toys, Inc. has satisfied its burden of establishing the 

reasonableness of the proposed fee structures, including whether such compensation is directly 

not object to the retention ol'Zolfo Cooper pursuant to section 330 of the Bankruptcy Code, but reserves all rights as 

to any fees Incurred. ' , 

6 
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13. Importantly, the retention of financial advisors to independent directors for 

separate Debtor silos is distinguishable from the standard investment banker retention 

applications where substantial services will be provided, which the Committee recognizes 

routinely include fixed fees that are approved pursuant to section 328(a) of the Bankruptcy Code. 

In contrast, where financial advisors are being retained to handle "'Conflict Matters" that do not 

currently exist and may not ever arise, a fee structure that provides llxed monthly and success 

fees not directly tied to actual services performed and any tangible results delivered by that 

professional is not the proper structure. Even assuming the Debtors can show a specific "Conflict 

Matter" that may need to be addressed by either financial advisor, at a minimum, any fees paid to 

those financial advisors should be tied to that task and measured by the results achieved. 

CONCLUSION 

14. The simple fact is that there are 110 active intercompany disputes here that require 

independent financial advisors - and certainly none that cannot be resolved as part of the plan 

negotiation process. As a pure policy matter, authorizing the Debtors to burden the estates with 

yet another slate of professionals with significant monthly and back-end transaction fees for 

"Conflict Matters" that have yet to arise, is simply inappropriate. Rather than allow the estates to 

incur incremental - and premature - administrative costs, all parties should instead be using the 

next few months to determine the best path for emergence from these cases, The last thing these 

7 
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cases need is to be burdened with additional administrative expenses for professionals whose 

participation may be avoidable. 

WHEREFORE, the Committee respectfully requests that the Court deny the Applications 

without prejudice to revisiting the need for the financial advisors at a later time, and grant such 

other and further relief as is just and proper. 

Dated: January 17, 2018 

Respectfully submitted, 

/s/ Cullen D. Speckhart • 

Cullen D. Speckhart (VSB No. 79096) 

Olya Antle (VSB No. 83153) 

Joshua D. Stiff (VSB No. 86105) 

WOLCOTT RIVERS GATES 

919 E. Main Street, Suite 2010 

Richmond, VA 23219 

200 Bendix Road, Suite. 300 

Virginia Beach, VA 23452 

Telephone: (757) 497-6633 

Local Co-Counsel to the Official 

Committee of Unsecured Creditors 

AND 

Kenneth H. Eckstein (admitted pro hac vice) 

Stephen D. Zide (admittedpro hac vice) 

David E. Blabey Jr. (admittedpro hac vice) 

Rachael L. Ringer (admitted pro hac vice) 

KRAMER LEVIN NAFTALIS & FRANKEL LLP 

1177 Avenue of the Americas 

New York, New York 10036 

• Telephone: (212) 715-9100 

Facsimile: (212) 715-8000 

keckstein@kramerlevin.com 

szide@kramerlevin.com 

> dblabey@kramerlevin.com 

rringer@kramerlevin.com 

Counsel to the Official 

Committee of Unsecured Creditors 
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