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Combating lllegal Phoenixing

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.
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What is Phoenixing?

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

o lllegal 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.

' 4

{iJ

AR i

Australian Institute o . - N
CREDIT MANAGEMENT Commercial Education Series s




-

-

Propose‘SlC Changes

el e Commercial Education Series 6




Director Identification Number DIN

A new Director Identification Number to uniquely
identify directors, and enable regulators to map

relationships between companies, directors and
others.
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Phoenix Taskforce

U Introducing specific offences for illegal phoenixing, and penalties
for advisers who assist phoenix operators.

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

U 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 i all other data is real
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March New Account

|\ Platinum Suppliers P/L op 6 years 13 credit enquiries
l director

. . - 24 commercial enquiries
’ Arthur Lindsay - 11 consumer enquiries

OB B GB  CB

‘ General Movers \ |

Transport 2000 | \Pan Management = Anderson Corp

Lucton Pty Ltd
Pty Ltd PtyLtd | PtyLtd Pty Ltd | yHd |
22 enquiries 34 enquiries 3 enquiries 5 enquiries 5 enquiries
3 defaults - $49K 1 default - $20K Under External 1 judgment - $13K
9 judgments - $52K 1 writ - $15K Admin
1 writ - $63K 6 judgments - $62K
Petition to wind up
Under External Admin
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February 1 3 years later

‘ +12 Credit Enquiries

Platinum Suppliers P/L +4 Defaults $32K
\ +10 judgments $113K

l director +13 Commercial Enquiries
. +19 Consumer Enquiries

’ Arthur Lindsay +3 Commercial Defaults $175K

+1 Consumer Default $21K
i +1 Writ $26K

+1 Judgment $1K

B MR R 6B R

Anderson Corp Lucton Pty Ltd

‘Generaj Moversi Transport 2000 i Pan Managemenlt

Pty Ltd . PtylLud . PtylLud | Pty Ltd
+5 Enquiries +9 Enquiries +§ Enquiries +4 Enquiries +5 Enquiries
+1 Default < $1K +1 Default $1K Still pnder External
+1 judgments $2K +4 judgments $6K Admin
Still Under External +Under External
Admin Admin
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Key Points

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

| Equirax [

Australian Institute of

PR PR Commercial Education Series 13




Key Points

Less than three years | aterée

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
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Unmasking the people behind the business
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Phoenix Companies

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

How common are Phoenix companies

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 dataon filei (almost 3 times higher than Bureau average)

Companies under External Administration Future EXAD Company Adverse at Point
% Linked to New Incorporation of New Company Registration
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In-Depth Company Trading History Report

How it works i a summary

U Provides credit data on subject
company, directors and any other
companies (and/or businesses)
those directors are related to.

U This capability allows detailed
analysis into companies that appear
to be related based on the directors.

U 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 Proprietor
XYZ Plumbi ABC
P/L umbing Trading

Director
John Harris

Previous Director

) Director
Director ABC Drains P/L ABC
ABC Plumbing Electrical P/L
World P/L
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Network Risk Indicator

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.

Where a company is related through directors to a
company with a score that indicates high risk failure in

the coming 12 months.
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Network Risk Indicator

In-Depth Company Trading History Report - With Links
ASDF ASDF SLDF PIL

This is an In-Depth Company Trading History on ASDF ASDF SLDF PiL. It contains information on the company directors and the business relationships of the directors, and
information on the trade payment performance of the company where available

RequestID 160415-C108T-0000. Report Created 15 Apr2016 14:33
Charge Back No - ASIC Extract Date 12 Apr 2016 ¥, PDFtoPRINT

here are search results currently pending|
Summary | Organisation Public ASIC Director;

Gred Trade PESR

EXPAND ALL COLLAPSE ALL

' Please note that Vieda has identified a relationship between the subject entity and a failed or poorly performing company that may increase the risk of doing
. business with the subject entity. Please refer to the Director sections for more details.

Bureau Score Result

Key Contributing Factors

ﬂnn Director Information
M ) Erqiry Pt
-20 o 100 200 200 400 500 B00 voo Eal) n

B €m0 900 ED | Industry Based Enquiry Pattem

Increased Risk Reduced Risk
17% chance of adverse in the next 12 months

6% chance of failure in the next 12 months

A Please note that as each director is either new to bureau or has had no credit activity on their bureau file in the last five years, or has been insolvent in the last 7
years, or has placed a ban on his/her file, no credit information about the directors has been used in the score calculation.

Please note that at least one director is/has been the director of a company that is under “External Administration™.

At least one director of this company, is director of another company that has a petition to wind up lodged. We are unable to confirm whether or not a liquidator has
been assigned and the respective company(ies) have not been included in the score calculation.

A Please note that at least one director of this company, is director of another company that is not shown by ASIC as “registered” or “approved”. This company has been

excluded from all score calculations.

Please note that at least one director of this company, is director of another company for which there has been no credit bureau activity for the last 5 years. This
company has been excluded from all score calculations.
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Network Risk Indicator

~ Director Summary

There are 2 of 2 Director files available for ASDF ASDF SLDF P/L
View registration details of all Directors:

A JIMMY SMITH A MARY TWIGGALL
Score MIA This director has been identified as also being a
Appointment Date 01 Jan 1979 director of a failed or poorly performing company
Date of Birth 04 Sep 1930 that may increase the risk of doing business with

the subject entity. Please refer to the Director

Current Directorships 3 - N
Previous Directorships 0 section for more details.
Adverse Information No No
Enquiries 19 21
Defaults o o
Writs & Summons o o
Court Actions 0 0
Bankruptcy Act Information i} i}
Disqualified Directorships 0 0

There are 2 of 2 Director files available for ASDF ASDF SLDF PIL

BACK TO TOP
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Network Risk Indicator
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