
 

1 

ATO TAX DEBT DECISION TREE 
GUIDANCE  

Instructions 
This decision tree is intended to assist CPA Australia members in determining what next steps to take for clients who have ATO debt. 

This information is based on legislation current as at 21 June 2022. 

The following version control information has been included to assist you to monitor changes to the following decision tree to ensure you are using the 
latest version. 

 

 
About the author:  
This decision tree was prepared by Maddocks on behalf of CPA Australia 

Disclaimer 
CPA Australia and the authors have used reasonable care and skill in compiling the content of this material. However, CPA Australia and the authors 
make no warranty as to the accuracy or completeness of any information in these materials. This material is intended to be a general guide only. All 
practitioners, readers, viewers and users are advised to undertake their own research or to seek professional advice to keep abreast of any reforms and 
developments in the law. To the extent permitted by applicable law, CPA Australia, its employees, agents and consultants exclude all liability for any loss 
or damage claims and expenses including but not limited to legal costs, indirect special or consequential loss or damage (including but not limited to, 
negligence) arising out of the information in the materials. 
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Decision tree one: DOES YOUR CLIENT HAVE AN ATO DEBT AND ARE THEY AT RISK OF ATO ENFORCEMENT ACTION?

Does your client have an ATO debt**? 

- Contact the ATO on 13 

72 86 to discuss 

available options

- Consider external 

administration (see 

Decision tree two). 

Has your client been issued a Director Penalty 

Notice (DPN) to the company’s ASIC registered 

address?

Your client has 21 days from the date the DPN is 

posted to:

Liabilities reported 3 months after due date: 

• Pay the corresponding penalty amount in full 

(only)

Liabilities reported within 3 months of due date:

• Pay the corresponding penalty amount in full, or

• Commence external administration 

* Includes activity statements, superannuation guarantee charge 

statements and income tax returns

**Includes PAYGW, GST, SGC and/or income tax

See PS LA 2011/14 General debt collection powers and principles and 

PSLA 2011/12 Remission of General Interest Charge) 

About the author: this decision tree was prepared by Maddocks on behalf 

of CPA Australia

Consequences for non-compliance with 

DPN

- Issuing garnishee notices 

- Offsetting tax credits against the director 

penalties

- Initiating legal recovery proceedings 

against director to recover the director 

penalty.

Note: a director penalty is a personal liability 

of each director and is a parallel liability.

Are all* of your client’s lodgments up to date?

Lodge all outstanding obligations immediately. 

This provides a total balance of all outstanding 

debt owed to the ATO.

Consequences of not engaging with the 

ATO:

‒ Notice of intended legal action

‒ Legal proceedings

‒ Claim or summons

‒ Statutory demand

‒ Application for winding up a 

company

‒ Creditor’s petition 

‒ Bankruptcy notice

Has your client received an ATO debt warning 

letter?

Contact the ATO on 13 72 86 

to discuss:

- Affordable payment plans 

- Additional time to lodge 

and pay

- Remission of penalties or 

interest 

- Deferral of compulsory 

repayments (e.g., HELP)

- Priority processing

- Apply for release from tax 

debts in cases of serious 

hardship*

Notify the client of the terms of the arrangement and that:

• Scheduled instalments and other tax obligations must be 

paid by the due date to avoid defaulting

• any tax credits and refunds will be offset against the debt

• GIC will continue to accrue on the debt. 

Use Online services 

for agents to view, 

set up, adjust or 

cancel a payment 

plan for your client, 

or contact the ATO 

on 13 72 86.
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Has your client been issued a copy of garnishee 

notice, SGC liability estimate, direction to pay 

SGC or disclosure of business tax debts 

notification?

Is the debt greater than 

$100,000 or has your client 

defaulted on a payment plan 

more than twice in the past 

two years?

Is your client eligible for an 

interest-free payment plan for 

overdue activity statement 

amounts?

Is your client or their business

facing difficulties paying on 

time?

Consider an offer of security to request a deferral of time to 

pay a debt, or seek to pay a debt by instalments.

Have you agreed to a payment plan with the ATO?

NO

NO
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YES

No further action. 

Maintain lodgment and payment compliance. 

Pay the outstanding debt in full.

Maintain lodgment and payment 

compliance.

Resolve any outstanding issues with ATO.

• Prepare financial information 

including evidence of financial 

difficulty 

• Consider the client’s circumstances

• Use the ATO payment plan estimator

• Consider requesting remission of 

interest and penalties 

• Consider varying PAYG instalments 

and/or changing the GST reporting 

cycle
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https://www.ato.gov.au/Tax-professionals/Support-and-communication/phone-services/tax-agent-phone-services-%28fast-key-code%29-guide/#Debtandpayment
https://www.ato.gov.au/law/view/document?DocID=PSR/PS201114/NAT/ATO/00001&PiT=99991231235958
https://www.ato.gov.au/law/view/document?DocID=PSR/PS201112/NAT/ATO/00001
https://www.ato.gov.au/General/Support-to-lodge-and-pay/In-detail/Release-from-your-tax-debt/
https://www.ato.gov.au/Tax-professionals/Digital-services/In-detail/Online-services-for-agents-user-guide/?page=11#Payment_plans
https://www.ato.gov.au/Tax-professionals/Support-and-communication/phone-services/tax-agent-phone-services-%28fast-key-code%29-guide/#Debtandpayment
https://www.ato.gov.au/General/Paying-the-ATO/Help-with-paying/Payment-plans/#Interestfreepaymentplans
https://www.ato.gov.au/general/support-in-difficult-times/tax-and-super-support-in-difficult-times/how-we-can-support-you-with-tax/#Difficultiespayingorlodgingontime
https://www.ato.gov.au/General/Support-to-lodge-and-pay/Tax-Support/Tax-support-for-businesses-and-not-for-profits/
https://www.ato.gov.au/General/Paying-the-ATO/Help-with-paying/Payment-plans/#Securedpaymentplans
https://www.ato.gov.au/calculators-and-tools/payment-plan-estimator/
https://www.ato.gov.au/General/Dispute-or-object-to-an-ATO-decision/Request-remission-of-interest-or-penalties/

