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Combating Illegal Phoenixing
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The Australian Government recently 

announced a package of proposed 

reforms to combat illegal phoenix 

activity. The proposals aim to target 

those repeatedly misusing corporate 

structures and the individuals involved 

in illegal phoenixing.



What is Phoenixing?

ü When companies fail or become insolvent, 
directors may register a new company to 
take over the business of the old company.

ü Illegal phoenix activity involves the 
intentional transfer of assets from an 
indebted company to a new company to 
avoid paying creditors, tax or employee 
benefits.
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What is the Cost to our economy?
PWC estimates; 

The total annual detrimental cost of illegal phoenix activity on the 
Australian economy is approximately $3.19 billion.
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Proposed ASIC Changes 
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Director Identification Number DIN
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A new Director Identification Number to uniquely 

identify directors, and enable regulators to map 
relationships between companies, directors and 

others.



Phoenix Taskforce

ü Introducing specific offences for illegal phoenixing, and penalties 

for advisers who assist phoenix operators.

ü Establishing a 'phoenix hotline' to enable the public to report illegal 
phoenix activity.

ü Preventing directors from backdating their resignations to avoid 

personal liability.
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Case Study

Platinum Suppliers Test Pty Ltd
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Case Study

Customer: Platinum Suppliers Test Pty Ltd

Amount: $60,000

Names and identifiers have been changed for Privacy reasons ïall other data is real
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March New Account
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Platinum Suppliers P/L op 6 years 
13 credit enquiries

Arthur Lindsay

director

24 commercial enquiries 

11 consumer enquiries

5 enquiries

1 judgment - $13K

34 enquiries

1 default - $20K

1 writ - $15K

6 judgments - $62K

22 enquiries

3 defaults - $49K 

9 judgments - $52K

1 writ - $63K

Petition to wind up

Under External Admin

3 enquiries

Under External 

Admin

5 enquiries

General Movers 

Pty Ltd

Transport 2000 

Pty Ltd

Pan Management 

Pty Ltd 

Anderson Corp 

Pty Ltd 
Lucton Pty Ltd 



February ï3 years later
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Platinum Suppliers P/L
+12 Credit Enquiries 

+4 Defaults $32K

+10 judgments $113K

Arthur Lindsay

director
+13 Commercial Enquiries

+19 Consumer Enquiries 

+3 Commercial Defaults $175K

+1 Consumer Default $21K

+1 Writ $26K

+1 Judgment $1K

General Movers 

Pty Ltd

Transport 2000 

Pty Ltd

Pan Management 

Pty Ltd

Anderson Corp 

Pty Ltd
Lucton Pty Ltd

+5 Enquiries

+1 Default < $1K

+1 judgments $2K

Still Under External 

Admin

+9 Enquiries 

+1 Default $1K

+4 judgments $6K

+Under External  

Admin 

+6 Enquiries

Still Under External 

Admin

+4 Enquiries +5 Enquiries



Key Points 
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When the account was opened:

V A basic company report showed Platinum Suppliers P/L had 

NIL derogatory information and NO bad debt.

When the account was opened, within the related network 
there was actually:

O 117 credit enquiries

O 4 defaults: $69,000

O 16 court judgments: $127,000

O 2 court writ and summons: $78,000

O 2 associated companies under external administration

Total picture of known bad debt = $274,000



Key Points 
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Less than three years lateré

O 73 credit enquiries

O 10 defaults: $230,000

O 16 court judgments: $122,000

O 1 court writ and summons: $26,000

O 1 extra company under external administration

O 2 existing companies under external administration

Total NEW known bad debt = $378,000

Total picture of known bad debt = $652,000



Unmasking the people behind the business  
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Phoenix Companies
What is a Phoenix company?

Equifax consider phoenix 

behaviour to include any 

company that is created by 

directors of another company 

that will fail or has failed, 

resulting in masking the credit 

risk involved in dealing with the 

people behind the business.
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Phoenix Company identification by Equifax, January 2018

24.7% of Phoenix Companies are created 12 Months prior to ExAd event and a higher percentage of Phoenix Companies are created 0-6 months prior to the ExAd event

We can see that 13.2% of companies created 0-6 Months prior to the ExAd event had at least 1 adverse data on file ï(almost 3 times higher than Bureau average)

How common are Phoenix companies

5

Companies under External Administration

% Linked to New Incorporation

Future EXAD Company Adverse at Point 

of New Company Registration



In-Depth Company Trading History Report
How it works ïa summary
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ü Provides credit data on subject 

company, directors and any other 

companies (and/or businesses) 

those directors are related to.

ü This capability allows detailed 

analysis into companies that appear 

to be related based on the directors.

ü Equifax uses this for a depth of credit 

information but importantly, also for 

phoenix or fraud detection.

ABC 
Plumbing 
P/L

Director

George Smith

Director

XYZ Plumbing 
P/L

Proprietor

ABC 
Trading

Previous 
Director

ABC Plumbing 
World P/L

Director

John Harris

Director

ABC Drains P/L
Director

ABC 
Electrical P/L



Network Risk Indicator
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Where a company is related through directors to a 

company with a score that indicates high risk failure in 

the coming 12 months.

Where a company is related through directors to a 

failed (External Administration) company, and the 

subject was set up within 12 months either side of the 

EXAD event occurring.



Network Risk Indicator
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Network Risk Indicator
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Network Risk Indicator
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