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A critical step in choosing a third party to recover past due
receivables is to determine if that party is properly certified.
The receptivity of a superior certification program by the
credit community is growing.
Agencies who qualify for a certification program with rigorous
requirements uphold professionalism in the collection industry
and elevate the standards. At the same time, by qualifying
for certification, agencies set themselves apart from other
agencies.
A paramount requirement of a certification program, and
one for credit professionals to seek, is that the commercial
collection agency is properly licensed. The licensing process
can be laborious, but is considered a necessity in today’s
environment.
There are currently over twenty-five states which require
a commercial collection agency to be licensed. For the
purposes of this article, commercial collections will be
addressed. It should be noted that there are additional states
which require licensing for consumer collections. Later, we
will examine the state requirements for agencies that seek
commercial collection agency licenses, as well as specific
jurisdictions which require licensing.
Three components of collection agency licensing are:
•
•
•

A Certificate of Authority
Bonding
The License Application

CERTIFICATE OF AUTHORITY
The Certificate of Authority is granted by a state for an
agency to operate. It is granted after an agency files the
proper application with the Department of Corporations of the
Secretary of State, earns a certificate of good standing from
its home state, employs its registered agent, supplies annual
reports and pays franchise taxes. The process can take up to
eight weeks to complete.
BONDING
Many of the states and jurisdictions which require a
commercial collection agency to be licensed also require
an agency to obtain surety bond coverage to be granted
that license. The certification program will also require such
coverage. Such a bond will provide coverage to any credit
grantor who may be damaged by wrongful conversion of any
trust funds held by such agency. The certification program

will require that the bond be executed by the applicant as
principal, and issued by a surety company that is AM Best A
rated or better.
Often, there is a requirement that the surety bond amount is
commensurate with the average dollar amount of the trust
account over the preceding twelve months. For example,
the governing body of Commercial Collection Agencies of
America, the Independent Standards Board, requires each
agency member to file a surety bond for the benefit of all
credit grantors per the following scale:
Average Balance in Trust
Account(s) over the
Last Twelve Months

Amount of Bond Required

Up to $5 million

Minimum of $300,000

$5,000,001 to $10 million

$500,000

Over $10 million

$1,000,000

Surety bonds are renewed annually.
THE LICENSE APPLICATION
The first element of a collection agency license application
is the execution of state forms. In the past, an agency had
to submit primarily the same data to each state in which
it wanted to obtain a license. There was a great deal of
repetitive work. Now, many states have placed the application
process on the NMLS (Nationwide Multistate Licensing
System & Registry) platform, which has streamlined the
function and made it more efficient for an agency to apply.
The NMLS is designed to alleviate some regulatory burden
on companies solely by providing a uniform, “one stop shop”
for applications and renewals.
The NMLS’s electronic format allows for the submission of
information to any supplemental requests from any state
regulator.
The agency fills out or uploads ownership documentation,
organizational charts, company financials, etc., one time.
Once the information is entered, the agency checks the
boxes of the states in which it wishes to apply. The individual
states will then alert the agency what, if any, additional
documentation to provide.
If there is a change in the agency ownership, the agency
enters that change in the NMLS. This obviates the necessity
of contacting each state with any changes in organization
ownership. However, we are told by our member agencies
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that once states are notified of the change in ownership, the
states may ask the agency for additional documentation.
Advantages of the NMLS include that all records and
licensing documents are in one place, as well as control of
the information is maintained.
State regulators have commented that the NMLS can also
provide agencies with greater input into how the licensing
processes operate. The feedback that agencies give is
routinely shared with all the states that use the system.
Feedback is used to make determinations on policy changes
that will improve the system for users. For example, the
NMLS has recently incorporated functionality for receiving
electronic surety bonds, thereby reducing administrative
costs for those on each side of the licensing transaction.
Lastly, the NMLS notifies the agency of annual renewals and
additional requirements.

Further, while the city of Buffalo requires a license, they also
require a collection agency surety bond. While the cities
of Yonkers and Chicago require licenses, no bonds are
required.
Licensing is an investment - a necessity, both financially and
operationally. As one can see, it is complex, with nuances.
Licensing is dynamic and agencies must consistently keep
attuned to changes made by state legislatures. Many
agencies employ compliance officers or contract with license
consultants to ensure that their licensing is conducted
properly and in a timely fashion. Agencies which qualify for a
superior certification and fulfill its requirements, understand
the criticality of this piece of their certification and regard
compliance as vital.
Writer’s note: Commercial Collection Agencies of America
wishes to thank Ms. Terri Goins, licensing consultant and
adviser to many of the Association’s members.

The majority of the states have renewal dates of December
31st. If the agency utilizes the NMLS, it can start the process
of renewals November 1st, thereby avoiding last minute
processing.

About the author:

The second element is the payment of fees. Application
fees and investigation fees can also be required. Fees vary
by state and can be as little as a few hundred dollars to over
$1,000. Fees are outlined later.

She may be contacted at:

The third element is the submission of additional
documentation. Additional documentation can include:

✔
✔
✔

Owner financial statements

✔

Sample collection letters

Bank statements and trust account reconciliations
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847-907-4670 office
Her email is:
awaggonercommercialcollectionagenciesofamerica.com

Owner, officer, director or shareholder information,
including credit reports and background checks

Additionally, some states require that individual collectors are
registered.
The processing time for license applications varies greatly anywhere from one week to five months.
Once an agency is licensed, it must renew that license and
pay fees annually. Some states have multi-year licenses,
while other states require mid-year reports.
It should be noted that there are some exemptions for an outof-state “foreign” commercial collection agency if said agency
is not collecting for “in-state” clients. Those states that allow
the exemptions are noted on the table following this article.
The table is a summary, by state, of some requirements for
an agency to obtain a commercial collection license.
As previously stated, there are additional jurisdictions which
require licensing. They include the city of Buffalo, the city of
Yonkers, the city of Chicago and even the city of Wilmington,
Delaware if the agency is in Delaware.
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A summary, by state, of some requirements for an agency to
obtain a commercial collection license, as provided by the
Commercial Collection Agencies of America
Collection
Agency Surety
Bond Required

Exemption
possible

Initial Fees for
State License

Renewal Fee
for State
License

Alabama

No

Yes

$25 - $100

$25 - $100

Alaska

Yes

Yes

$100

$100

Arizona

Yes

No

$1,500

$600

Arkansas

Yes

No

$125

$125

Delaware

No

No

$75 - $300

$75 - $300

Florida

Yes

No

$500

$500

Idaho

Yes

No

$150

$100

Illinois

Yes

Yes, but difficult criteria

$750

Indiana

Yes

Yes

$100

$100

Kansas

No

No

$115

$115

Louisiana

No

No

$25

$25

Minnesota

Yes

Yes, but
difficult criteria

$500

$400

Agency must pay $500
investigation fee

Nebraska

Yes

Yes

$200

$75

Agency must pay $200
investigation fee

Nevada

Yes

No

$200 - $600

$500

Agency must pay $500
investigation fee. Manager
has to take exam and get
approved ( additional fees)

State

Additional
Information

Agency must pay additional
fees for colltectors/solicitors

Agency must pay additional
fees for Collectors/solicitors
3-year license

New Jersey

Yes

No

$25

$25

North Carolina

Yes

No

$1,050

$1,050

North Dakota

Yes

No

$700

$700

Ohio

No

No

Oregon

Yes

No

$350

$120

Rhode Island

No

No

$200

$200

Tennessee

Yes

No

$600

$350

No license; Certificate of
Authority needed only

No License;
Certificate of
Authority only needed.

Utah

Yes

No

$32

$32

Washington

Yes

No

$425 - $825

$237 - $475

Washington DC

No

No

$362

$362

West Virginia

Yes

No

$30

$30

Wisconsin

Yes

Yes

$1,000

$200

Agency must pay $150
investigation fee

Note: The information provided is for educational and exhibit purposes only. It is not intended to serve as legal advice.
Commercial Collection Agencies of America does not warrant that content is applicable, complete or current for specific state
applications, and directs the reader to his/her own consultant and/or legal counsel.
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