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This report reflects community feedback to the consultation paper ‘Proposed changes to 

penalties for small business and individuals’ on offering one chance before applying a penalty 

to eligible small businesses and individuals for:  

 false and misleading statements for failure to take reasonable care and  

 failure to lodge on time   

  

Many of you did not differentiate between the two penalties instead providing general 

answers and comments.  

 

Key themes 
 

 The majority of you supported a one chance approach, however some of you were 

concerned about how it would work in practice* 

 Overwhelmingly, you suggested a reset period should apply 

 You thought that some clients should be excluded, such as those with a poor compliance 

history 

 Most of you agreed that a one chance approach would positively increase your perception 

of fairness of the system.   

 

*The specific concerns and issues raised by the community are detailed in the final section of 

this report. 

  

Client reach 
 

Throughout our consultation and communication activities, we sought to engage with our 

audience sectors including individuals, businesses, tax practitioners, intermediaries and our 

staff. We also consulted with government, tax industry representative groups, legal and 

accounting professional associations.  

In total, we received 258 written responses, however, we also received feedback at 

workshops and via a webinar.  

155 

Webinar 

participants 

95 

External and internal 

workshop participants 

64 

Email 

submissions 

194 

Online 

responses 
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What you told us 

Throughout this process, we have listened to 

your views. We have summarised your key 

points as they relate to each topic outlined in 

the consultation paper. 

 

Concept of one chance 

The majority of you supported a one chance 

approach for small businesses and 

individuals. Some of you felt it should apply to 

everyone. 

Many of you thought there would be no 

unintended consequences with the 

introduction of the one chance approach. 

However, the main concern you raised was 

that some clients, or their representatives, 

may try to gain an unfair advantage, for 

example by being less diligent with their 

obligations.  

You told us it was important that the ATO was 

consistent in its application and clearly 

explained the details of the one chance 

concept to the community before 

implementation.  

 

“Overall, we are pleased with the change 

in approach and it serves as another 

clear indication that the ATO culture is 

changing.”  

Representative body 

 

“The proposed administrative 

concession granted for small businesses 

and individuals would be a welcome 

development to show the ATO is 

committed to working with taxpayers to 

ensure their tax obligations are 

understood and complied with.” 

Law firm 

 

Some of you asked whether one chance 

would apply for each penalty type.  

Overall, you are supportive of the proposed 

changes to failure to lodge on time, provided 

clients are not disadvantaged. 

 

“I would see the change as being 

significantly harsher than the current 

system.” 

Tax professional 

There were comments that one chance for a 

failure to lodge on time penalty was a harsher 

policy than we currently administer and would 

result in some clients being disadvantaged. 

 

A small number of you said  

that due to time pressures,  

lodgment dates should be  

extended to avoid penalties  

in the first place. 

 

Agents will spend more time appealing 

penalties, and will charge clients for the 

time spent.”  

Tax professional 

 

Reset period 

Overwhelmingly, you said that the one chance 

approach should be reset; however there was 

no clear consensus on the timing of any reset 

period. 

 

“Yes, it should be reset after a twenty four 

month period. It would possibly contribute 

to improved compliance and more 

engagement.” 

Individual 

  

“Yes, income tax 5 years activity 

statements depending if they are monthly, 

quarterly or yearly cycle. Monthly I would 

say 2 years. Quarterly 3 and yearly 5 

years.“ 

Individual 

 

The most common response for 

a reset period generally was 

two years. Between taxes the  

common view specifically was:  

   

 Income tax returns – two or five years  

 Monthly activity statements – 12 months. 

 

Other recurring ideas on the reset period 

included: 

  

 it could be based on a number of 

consecutive, compliant lodgment periods 

 that the reset period for the lodgment of 

income tax returns and activity statements 

should be the same 
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 that the one chance approach should not 

be available where a taxpayer had 

previously received guidance from the 

ATO on the same error. 

  

A very small number of you suggested that 

the one chance should never be reset.  

  

Entitlement to one chance  

From a fairness perspective,  

many of you thought all small  

businesses and individuals  

should be entitled to one chance.  

 

“We consider that it is fair and 

reasonable to allow the one chance for 

small businesses and individuals only, 

as these taxpayers often do not have the 

means to obtain specialised tax advice.”  

Law firm 

 

“Apart from obvious deliberate errors, I 

believe all taxpayers should be given a 

chance to rectify within a reasonable 

time before penalties apply.” 

Tax professional 

  

Some of you suggested certain clients should 

be ineligible for the one chance opportunity, 

including: 

 clients with a poor history of complying 

with tax obligations  

 high wealth clients who fail to take 

reasonable care, because they have a 

higher degree of tax sophistication and 

access to tax advisers 

 businesses with the same directors who 

have had previous offences. 

 

“If someone or some business has a 

history of making the same kind of error 

over and over again, then it is likely they 

are not being fair dinkum in their 

reporting.”   

Small business  

  

Impact on tax practitioners 

Most of you considered there would be a 

positive impact, or little or no impact, on tax  

practitioners as a result of the introduction of 

one chance. 

“I think it can only be good for tax and 

BAS agents to help in educating clients 

to do the right thing.”  

Tax professional  

 

“I think they will be appreciative of this, I 

know I will.”  

Tax agent  

  

A number of you thought one chance would 

increase your administrative workload if more 

penalty notices were issued, particularly in 

relation to failure to lodge on time penalties.  

 

Education and information 

You told us that educating clients about how 

errors occurred and details on how to fix them 

was very important. 

“Definitely the system should be one of 

trying to improve compliance through 

education instead of simply slapping 

businesses and individuals on the wrist 

when they do something wrong.”  

Small business 

You prefer that we identify the error, show you 

why it is wrong, and provide a clear 

explanation on how to fix it. The information 

should be specific to your circumstances with, 

for example, worked examples and published 

factsheets. 

Many of you said you preferred to receive 

information electronically, via MyGov or Tax 

agent portals with links to our  

website ato.gov.au. 

The majority of you thought  

that information on fixing errors 

or on-time lodgment was best sent to both the 

client and their representative to avoid any 

misunderstanding or miscommunication.  

A smaller number of you thought that where a 

client had engaged a tax representative, we 

should only contact that representative. 

Many of you told us that the implementation of 

the one chance strategy needed to be 

accompanied by clear and concise 

communications.  
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General comments 
 

 Some of you raised technical issues and 

questions about how one chance would 

apply in practice for penalties imposed for 

behaviours related to failure to take 

reasonable care. 

 There was a perception that we may apply 

more failure to lodge on time penalties in 

future and make more findings of 

recklessness for false and misleading 

statement penalties. 

 Some of you thought we would be harsher 

in applying our remission policy as it wasn’t 

understood that one chance was in 

addition to the discretion the 

commissioner has to remit penalties. 

 Some of you suggested that a dollar or 

percentage limit might apply. 

 You were unsure how the concession for 

failure to take reasonable care would 

interact with the ‘safe harbour’ provisions 

for tax agents and the reasonably arguable 

position penalty. 

 Where a client disagreed with a one 

chance decision, the review rights process 

was unclear and you asked us to consider 

an informal review. 

 Some of you questioned the effect of the 

proposed legislation to extend the 

definition of a ‘small business’ to entities 

with a turnover less than $10 million. 

Thank you for your other 
suggestions 
We heard that rather than a one chance 

approach, we might pursue alternatives such 

as offering: 

 suspended penalties 

 a security bond 

 a de minimis amount 

 a demerit system or an amnesty period 

rather than one chance 

 to reduce penalty amounts generally, or 

 to reset with a lesser penalty, rather than 

no penalty, after several years. 

 

 What will happen next? 
We will consider your feedback and share 

more information in future. 
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