
D I R E C T O R  P E N A L T I E S

pay as you go withholding (PAYGW);
goods and services tax (GST); and
super guarantee charge (SGC).

What is a director penalty?
A company director becomes personally liable for the company's unpaid amounts of:

These amounts that a director is personally liable for are called director penalties. The ATO can
recover the penalty amounts from a director once it has issued a director penalty notice (DPN) to
the director. Alternatively, the ATO can pursue the company.

If the company has more than one director, the amounts owed are likely to be the same for all
directors

Before becoming a director
Before you become a company director, you should check if the company has any unpaid or
unreported PAYGW, GST and SGC liabilities. Once you are appointed as a company director, you
become personally liable for any unpaid amounts.
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pays its debts in full for PAYGW, net GST from 1 April 2020 (including luxury car tax (LCT) and
wine equalisation tax (WET) amounts) and SGC from 1 April 2012;
appoints an administrator;
appoints a small business restructuring practitioner;
begins to be wound up.

PAYGW by the due date;
net GST (as well as LCT and WET amounts) by the due date; and
superannuation guarantee (SG) to employees' superannuation funds by the due date – if that
doesn't occur, the company must lodge a superannuation guarantee statement and pay the
resulting SGC liability.

the director did not take part in the management of the company during the relevant period
because of illness or another acceptable reason; and
the director took all reasonable steps to ensure that the company paid the amount
outstanding, an administrator was appointed to the company, a small business restructuring
practitioner was appointed to the company or the company is begun to be wound up.

A new director can avoid becoming liable for director penalties that were due before their
appointment if, within 30 days of your appointment, they ensure the company does one of the
following:

Even if you resign as a company director within the 30-day period, you will still be liable for the
company's unpaid PAYG withholding, net GST or SGC liabilities that were due before your
appointment.

Director’s responsibilities 
Once you become a director, you are responsible for ensuring the company meets its PAYGW, net
GST and SGC obligations in full by the due date.  If these obligations are not met, you become
personally liable for director penalties unless you take steps to ensure the company lodges and
pays its:

Estimates
If the company fails to report PAYGW, net GST or SG obligations by the due date, the ATO may
make a reasonable estimate of the unpaid and overdue amounts.  The director penalty provisions
also apply to estimated liabilities.

Defences
Various defences are available to a director served with a DPN, such as:

Page 2 of 2

If you have any queries, please feel free to contact us.

CONTACT

DLK Advisory
Level 10, 99 Queen Street, Melbourne VIC 3000

Ben Melin
ben.melin@dlkadvisory.com.au

David Lilja
david.lilja@dlkadvisory.com.au

Adam Mallabone
adam.mallabone@dlkadvisory.com.au

www.dlkadvisory.com.au

T: +61 3 9923 1222


