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ASX Limited 

Market Announcement  

 

Think Childcare Limited (ASX Code: TNK) 

TNK enters into Scheme Implementation Deed with Think Childcare Development 
Limited (TND) 

The greenfield development of child care services (Greenfield Developments) is the core of 

the growth strategy of TNK. Currently, the vast majority of these Greenfield Developments 

are in the hands of third parties.   

Through a stapled structure, TNK proposes an innovative way that it expects to: 

• Reduce reliance on and complement third party incubator strategy 

• Enhance involvement in negotiating favourable terms with landlords and developers1 

• Respond to market opportunities presented by non-incubator developers 

• Create separation between child care service operations and Greenfield Developments 

• Facilitate access to project finance for future pipeline2 

• Retain the benefit of development profits within the Stapled Group3 for reinvestment in 
the future pipeline 

• Recognise the value of a new purpose-built Nido service at acquisition price on TNK 
balance sheet4 

• Quarantine development and trade-up risk in TND and consequentially outside of TNK  

 

 

 

 

                                                           
1 Market evidence that developers are now seeking greater security when dealing with third party incubators 
(e.g. increase in bank guarantees from 6 to 12-months, demand for strong tenant covenants)  
2 Preliminary discussions with debt advisor support competitive financing by way of project finance. Proposed 
initial debt funding of TND via existing Macquarie Bank Limited facility with TNK with an expectation that, 
over-time, TND will be able to access project finance facility for future developments 
3 The 'Stapled Group' comprises TNK and TND. Statutory reporting TNK and TND will form a consolidated group 
and goodwill is eliminated on consolidation 
4 TNK excluding TND 
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TNK is pleased to announce that it has entered into a Scheme Implementation Deed with 

Think Childcare Development Limited ACN 635 178 166 (TND), an entity that is currently 

wholly owned by TNK, under which it is proposed that TNK and TND will create a stapled 

structure (Restructure Proposal) with a view to enhancing and securing TNK's 

development pipeline by bringing the development and incubation function of new and trade-

up leasehold child care services under TND.  A redacted copy of the Scheme 

Implementation Deed is annexed to this announcement.  

The Restructure Proposal will be effected by a scheme of arrangement between TNK and its 

shareholders (Scheme) and an associated dividend or capital return or a combination.  

Implementation of the Scheme will result in the creation of a stapled structure (Stapled 

Structure) under which fully paid ordinary shares in TNK will be stapled to fully paid ordinary 

shares in TND on a one for one basis (Stapled Shares).  The Restructure Proposal is 

subject among other things to the approval of TNK shareholders. 

It is intended that if the Restructure Proposal is approved by TNK shareholders and the 

Stapled Structure is implemented, TND will act as a developer and incubator of new 

greenfield trade-up leasehold child care services on behalf of, and to be managed by, TNK, 

which TNK will have a right to purchase at a pre-agreed acquisition multiple when certain 

operating performance criteria are satisfied.  

 

Implementation of the Restructure Proposal 

On the implementation of the Restructure Proposal: 

• TNK’s constitution will be replaced with a new constitution to provide for the stapling of 
TNK's ordinary shares (identical provisions of which are included in TND’s constitution) 
which will restrict the transfer of ordinary shares in TNK unless there is a transfer of a like 
number of ordinary shares in TND to the same transferee;  

• a dividend or capital return (or a combination) of $6 million will be paid by TNK to TNK 
shareholders which will be immediately applied by TNK shareholders as consideration 
for the issue of new fully paid ordinary shares in TND;  

• ordinary shares in TND will be issued to all existing shareholders of TNK in their 
respective proportions as at the record date for implementation of the Scheme;  

• TNK's existing shareholding in TND will be cancelled;  

• the Stapled Group will be listed on the ASX; and 

• the resulting Stapled Shares will trade as a single security on the ASX. 

 

Development pipeline 

TNK are currently considering and undertaking due diligence in relation to two potential 

transactions that would seed TND with its initial development pipeline. A summary of the two 

proposed transactions are set out below.  Shareholders should refer to the Proposed 

Restructure – additional information' presentation released to the ASX on or about the date 

of this ASX announcement for further information and disclaimers in relation to the 

Restructure Proposal.  

• Transaction 1: Transaction 1 relates to a potential transaction with entities associated 
with Mathew Edwards (the CEO and a 25% shareholder, through controlled entities, of 
TNK) to purchase 100% of the issued shares in various operating entities affiliated with 
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Mathew that own certain greenfield child care services.  The potential cost of Transaction 
1 is approximately $5 million, which would be payable to Mathew or entities controlled by 
Mathew by the issue of new Stapled Shares.  As Transaction 1 involves a related party 
transaction, it will require shareholder approval under the ASX Listing Rules; and 

• Transaction 2: Transaction 2 relates to a series of proposed individual Greenfield 
Development with third parties.  It is proposed that Transaction 1 and Transaction 2 will 
be undertaken in conjunction with the Restructure Proposal and the creation of the 
Stapled Structure.   

 

Approvals and key conditions 

The implementation of the Stapled Structure will be subject to a number of conditions and 

legal approvals.  In particular, regulatory approvals, orders and relief including from ASIC 

and the ASX, are required before the Stapled Structure can be implemented.  In summary, 

the conditions of the Scheme and the legal and regulatory requirements to implement the 

Stapled Structure include:  

• each of the conditions precedent set out in clause 3.1 of the Scheme Implementation 
Deed being satisfied or waived (a redacted copy of the Scheme Implementation Deed 
accompanies this ASX announcement), which include but are not limited to: 

• regulatory approvals (including approvals and relief from the ASX and ASIC 
under the ASX Listing Rules and Chapter 2E of the Corporations Act); 

• the Stapled Group being listed on the ASX; 

• ASX granting quotation of the Stapled Shares on the ASX; 

• necessary shareholder approvals being obtained; and 

• the Independent Expert concluding in the Independent Expert’s Report that in 
its opinion the Scheme is in the best interest of TNK shareholders;  

• approval of the Scheme by the Federal Court under section 411(4)(b) of the 
Corporations Act, or any alterations made or required by the Federal Court under 
section 411(6) of the Corporations Act;  

• satisfaction of any other conditions imposed by the Federal Court under section 
411(6) of the Corporations Act;  

• the orders of the Federal Court made under section 411(4)(b) (and if applicable 
section 411(6)) of the Corporations Act approving this Scheme coming into effect, 
pursuant to section 411(10) of the Corporations Act, on or before the End Date; and 

• other customary conditions precedent for a transaction of this kind (ie. the Scheme 
Implementation Deed and ancillary documents not being terminated, warranties given 
by TNK and TND being true and correct at the relevant times). 

 

The full conditions are set out in the Scheme Implementation Deed, a summary of which will 

be included in the Explanatory Booklet to be dispatched to shareholders in connection with 

the Scheme, together with a redacted copy of that agreement. 

 

Management of TND 

It is proposed that TND will have a majority independent board that will include certain 

members of the TNK board of directors.  This will allow TND to leverage the governance 

model and practices of TNK.  It is also proposed that TND will have an independent 

management team.   
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TNK will enter into a Management and Administrative Services Deed with TND, which will 

set out the terms of the management and administrative services it will provide to TND to 

assist it in its day to day operations and the conduct of its business following implementation 

of the Stapled Structure. 

 

TNK Board unanimously recommend the Scheme 

The Directors of TNK unanimously recommend shareholders vote in favour of the Scheme at 

the meeting of TNK's shareholders convened for the purpose of voting on the Scheme 

(Scheme Meeting) subject to the Independent Expert confirming its opinion that the Scheme 

is in the best interest of TNK shareholders.  Each Director of TNK intends to vote all TNK 

shares held or controlled by them in favour of the Scheme at the Scheme Meeting subject to 

the same qualification.  The Directors' recommendation and voting intentions as set out 

above are also subject to no superior proposal for TNK shareholders emerging.  

The Board advises that TNK shareholders should read the Explanatory Booklet to be 

provided in October 2019 and seek appropriate advice before voting on the Scheme.  

 

Indicative timetable and next steps 

TNK shareholders do not need to take any action at the present time.  

An Explanatory Booklet containing (among other things) information relating to the Scheme, 

reasons for the Directors' unanimous recommendation, details of the Scheme Meeting and 

the Independent Expert's Report (prepared by Ernst & Young Transaction Advisory Services 

Limited ABN 87 003 599 844) is expected to be sent to shareholders in October 2019.  

Shareholders will be given the opportunity to vote on the Scheme at the Scheme Meeting 

which is expected to be held in November 2019.  Subject to TNK shareholder and Court 

approval and the other conditions of the Scheme being satisfied, the Scheme is expected to 

be implemented in December 2019. 

 

Further information 

This announcement should be read in conjunction with the 'Proposed Restructure – 

additional information' presentation accompanying this announcement. 

Further information on the Restructure Proposal will be lodged with the ASX and included on 

TNK's website at www.thinkchildcare.com.au. 

 

 

Mathew Edwards 

Managing Director and Chief Executive Officer 
 
End  
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