DEBT
MANAGEMENT

BEST PRACTICE
GUIDE

Direct Gap Fee Collection




HOW TO USE
THIS GUIDE

Whether you are just beginning your transition or seeking to improve
existing systems, this guide will support you to:

e Understand your obligations and available options

¢ Build consistent and transparent debt recovery processes

e Communicate clearly and effectively with families and educators
e Strengthen financial sustainability across your operations

This guide complements the FDCA Business Implementation Plan,
Communications Plan, and Case Study Insights. For maximum
impact, use it alongside the editable email templates, debt recovery
communication log and sample policy.

We have also prepared a debt management payment process chart to
support you in designing a debt management process that works for
your service.

This guide can also be used as a reflective tool during policy review or
staff discussions. Reflective questions are included throughout to prompt
critical thinking and improvement planning.

Visit the Family Day Care Australia website to find out more
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https://www.familydaycare.com.au/supporting-you/direct-gap-fee-collection-resources

INTRODUCTION

Why Effective Debt
Management Matters

As family day care services transition to Direct
Gap Fee Collection (DGFC), managing debts and
minimising financial risk has become increasingly
important. Strong systems reduce administrative
stress, support financial sustainability, ensure
ongoing delivery of high-quality care, and foster
positive, trust-based relationships between
educators, families, and providers.

Every service is different — with unique software
systems, payment models, and family circumstances
- so this guide is designed to help you reflect on
your current practices, explore practical strategies,
and identify the right approach for your service
context.

Financial Risk Mitigation:
Planning for the Unexpected

Before refining your debt management procedures,
consider your service's overall capacity to absorb
and manage financial risk under DGFC. This is
especially important during the early months of
transition, when cash flow and debt patterns may be
unpredictable.

Key considerations include:

e Creating a financial risk strategy — determine how
much debt your service can realistically absorb
without impacting operations.

e Tracking educator-held debts if transitioning
from an educator-collected model to ensure no
existing debts are overlooked.

e Using third-party debit reports to monitor live
data and to flag issues early.

® Reviewing advance payment policies and refund
processes to ensure they are financially sound
and legally compliant.

e Ensuring you have sufficient cash reserves or
advance payments to cover educator payments
in the first weeks of the transition, until family
payment cycles stabilise.

e Keeping advance payments or bonds in separate
accounts so they are not accidentally used for
general operating expenses.

Remember: services are only required to cover the
gap fee portion of the total fee in the event of short
delays or arrears. The CCS component continues to
flow directly from the Australian Government. This
means the actual reserve needed is often less than
initially assumed.

DEBT MANAGEMENT BEST PRACTICE GUIDE 3



Seek professional Establish and maintain
advice - legal and clear and consistent
financial communication

Consider implementing
advance payments or Utilise technology
bonds

Offer support and
flexibility where
needed

Establish clear policies
and procedures

Assign clear Keep accurate
team roles and documentation and

responsibilities record keeping

Send prompt
invoices and
reminders

Escalate when
required
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Kl SEEK PROFESSIONAL ADVICE -
LEGAL AND FINANCIAL

Before developing or updating your service's debt
management procedures: REFLECTION PROMPT:

Do we understand our legal
responsibilities and feel confident
in our processes if audited?

Review your obligations under Family Assistance
Legislation (FAL).

Seek legal advice on your enrolment terms and
debt recovery processes.

Explore options for debt recovery and whether it
would be appropriate for your service.

Understand what the Australian Government
Department of Education may request during an
audit — e.g. communication records, Complying
Written Arrangements (CWA) and evidence of
‘reasonable steps’ taken to recover payments.

Review these useful resources:

- ACECQA - Family Day Care resources

- ACCC Debt Collection Guidelines: for
collectors and creditors

- FDCA case study on debt management
practices.

TIP: Contact FDCA to learn about
legal service packages and debt

recovery subscription options that
may support your approach.
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https://www.acecqa.gov.au/resources/supporting-materials/family-day-care
https://www.accc.gov.au/system/files/Debt collection guideline for collectors and creditors - April 2021.pdf
https://www.accc.gov.au/system/files/Debt collection guideline for collectors and creditors - April 2021.pdf
https://uploads.prod01.sydney.platformos.com/instances/646/property_uploads/modules/insites_assets/assets_upload/asset/1abfe21c-5370-4497-82b5-6e7f51d3291b/FDCA-CaseStudy-DebtCollection.pdf?updated=1753935645
https://uploads.prod01.sydney.platformos.com/instances/646/property_uploads/modules/insites_assets/assets_upload/asset/1abfe21c-5370-4497-82b5-6e7f51d3291b/FDCA-CaseStudy-DebtCollection.pdf?updated=1753935645

B3 CONSIDER IMPLEMENTING ADVANCE

Preventing debt before it starts is the most effective

PAYMENTS OR BONDS

way to protect your service. Embedding clear
financial expectations from the outset helps set
families up for success.

Consider the suitability of upfront fees based on

your local affordability and demographics.

Example options could include:

Service levies collected in advance.

A set amount per enrolment or family.

Collecting the equivalent of two weeks fees in

advance.

Consider offering a settling-in period (e.g. 4
weeks) for families to pay gradually.

TIP: Maintain a separate
business banking account

for advance payments or
bonds to enable effective
tracking and recording. When

calculating how much to set
aside, focus on the gap fee
only — not the full fee. This
significantly reduces the
amount required by families.
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REFLECTION PROMPT:
What strategies do we have in

place to prevent debt before care

begins?



Clearly documented policies reduce confusion and

improve compliance.

Embed fee terms, cancellation rules, and
payment responsibilities into enrolment forms
and CWAs.

Include all fees, levies, payment methods, and
timeframes.

Outline escalation pathways and advance
payment/bond refund conditions.

Ensure consistent messaging across family
handbooks, enrolment packs and verbal
messaging.

TIP: Consider attaching a
plain-English debt and DGFC
explainer documents into

communication with families
e.g. family handbooks or
welcome packs.

B ESTABLISH CLEAR POLICIES
AND PROCEDURES

REFLECTION PROMPT:

Do we have a clear, up to date
debt management policy and are
our enrolment forms and family
handbook regularly reviewed to
ensure alignment with our fee
policies?
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] ASSIGN CLEAR TEAM ROLES
AND RESPONSIBILITIES

Clearly defined roles and proactive strategies
are critical to managing debt effectively and TIP: Use a dedicated accounts

consistently. email (e.g. accounts@...)

to centralise financial
communication.

¢ |dentify specific roles and responsibilities within
your team such as who is responsible for:

- lIssuing and monitoring invoices.
- Tracking payments and dishonour fees.

- Communicating with families about financial
matters.
REFLECTION PROMPT:
Do all staff understand their role

in debt management and feel
* Where possible, appoint a dedicated debt/ confident taking action when

accounts officer (even part-time) to manage needed?
invoicing, follow-ups, and reporting. For

smaller services where staff may wear multiple

hats, ensure that clear responsibility for debt

management is still allocated to a specific

person or role. This helps maintain consistency,

accountability, and reduces pressure across the

team.

- Escalating issues of approving referrals to
external support (e.g. debt collection).

e Support staff confidence and capability through
initial and ongoing training in:

- Service policies and procedures.
- FAL obligations and compliance.

- Financial systems, CCS software and
reporting tools.

- Communication protocols and standards (e.g.
tone, wording).

- Managing difficult conversations and conflict
resolution.

- Dispute handling and escalation processes.
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&l SEND PROMPT INVOICES
AND REMINDERS

Timely, consistent communication is key.

e Prevent debt accumulation by sending timely REFLECTl.ON PROM_PT=
and clear invoices. How consistent and timely are
our invoicing and follow-up

* Use automated reminders via software. processes?

* Make use of the FDCA designed email templates
(friendly reminder, overdue notice, final notice).

e Clearly outline the payment amount, method
and expected payment timeframe.

e Fix any errors in billing quickly to avoid disputes.

¢ Maintain professional and consistent language.

TIP: Use your invoicing
software for reports to track

common issues and refine
billing practices over time.
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u ESTABLISH AND MAINTAIN CLEAR
AND CONSISTENT COMMUNICATION

e Communicate openly with educators and

families. REFLECTION PROMPT:
Do our families and educators
feel well-informed and supported
in their communication about
payments and responsibilities?

¢ Involve educators early in debt processes as they
need to know about arrears that may affect their
income.

e Ensure transparency around expectations,
payments and consequences.

e Tailor communication and messages to your
local community (e.g. Culturally and Linguistically
Diverse [CALD] or vulnerable families).

e Clarify with educators that they are not
responsible for chasing payments.

® Provide educators with:

- Talking points or scripts for when families ask
about fees or invoices.

- Information outlining allowable charges and
how these are managed (e.g. excursions, late
pickups).

- Regular updates when care is paused or
resumed, including how they can support
communication with families if appropriate.

* Reinforce role boundaries to reduce educator
stress and confusion.
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UTILISE TECHNOLOGY

e Leverage your CCS third-party software for:
REFLECTION PROMPT:
Are we fully using the features

available in our software to track
- Automated reminders. and reduce debt?

- Itemised invoicing, payment tracking, and
debit reporting.

e Consider the various payment methods you
could offer (direct debit, bank transfer, BPAY,
EFT).

e Consider the use of parent/family portals.

* Investigate the use of a Customer Relationship
Management (CRM) system options that may
assist the service.

* Investigate business accounting or financial
software.

e Consider communication platforms — calls,
emails, text messages.
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EJ OFFER SUPPORT AND FLEXIBILITY
WHERE NEEDED

e Consider continuity of care and how that can be

achieved. REFLECTION PROMPT:

¢ Consider offering payment plan options tailored HOYV do we identif.y families at risk
to individual family circumstances (e.g. families of financial hardship and support
experiencing hardship). them early?

e Ensure payment plans are clearly documented,
with repayment terms, duration, review points,
and agreed escalation outcomes.

* Encourage families to contact Services Australia
(Centrelink) regarding Additional Child Care
Subsidy (ACCS) for temporary financial hardship.

* Where appropriate, apply for EFT exceptions
under special circumstances.

e Work in partnership with educators and families
to resolve issues promptly and professionally.

® Recognise that some CALD families and
educators may need one on one support to
understand new systems.

TIP: Ensure payment plans are
documented in writing and
outline repayment duration
and escalation outcomes.

You can use FDCA's Payment
Plan Template to document
agreements consistently

and clearly.
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K2 KEEP ACCURATE DOCUMENTATION
AND RECORD KEEPING

Maintain accurate and up to date care
agreements (e.g. Complying Written
Arrangements, Relevant Arrangements, Provider
Eligible Arrangements).

Develop a service wide system for recording
communications related to debt management
including reminders and payment plan details.

Maintain accurate transaction records.

Support educators to maintain processes for
accurate record keeping and communication.

Record accurately any suspension/termination of
care outcomes.

Be prepared to provide supporting
documentation validating debt if requested.

Maintain a communication log (reminders, calls,
emails, outcomes).

Store CWAs, enrolment records, invoices, and
agreements.

Track educator concerns separately from family
payment issues.

TIP: Use a checklist to
ensure each case includes
key documents such as

CWA:s, invoice records,
reminders, and payment plan
agreements.

REFLECTION PROMPT:

Would our documentation clearly
demonstrate compliance and
reasonable steps in the event of a
dispute or audit?
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ESCALATE WHEN REQUIRED

e Determine what situations constitute an
escalation and define that criteria.

e Communication with or seek approval from the
Approved Provider before escalation action is
taken.

e Consider using a reputable debt collection
agency where appropriate.

* Involve quality legal professionals if pursuing
court actions.

TIP: Keep a clear record of
all communication attempts

— this is crucial for audits and
demonstrating compliance.
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REFLECTION PROMPT:

Are our escalation pathways
fair, documented, and applied
consistently?






