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Executive Summary

accessKansas, a service of the Information Network of Kansas, Inc., (www.accessKansas.org)  partnered with the Kansas Secretary of State (SOS) (www.kssos.org) to develop an Online Uniform Commercial Code (UCC) Filing System that met the new standards of Revised Article Nine.    (https://www.accesskansas.org/apps/uccfiling) 

The new Uniform Commercial Code (UCC) Filing System was designed to streamline internal processes for the SOS and makes filing a UCC immediate, easy and inexpensive to the user.  The design of this application is to give users the ability to file and pay for their UCC from the convenience of their home or office, 24 hours a day, seven days a week.  Filers no longer need to mail their UCC and payment to the SOS office.  The filing is processed immediately, therefore saving time for both the user and the staff at SOS.  The SOS office wanted to significantly reduce their mail-in traffic and reduce human error.  

The estimated savings for the SOS by using the UCC Filing System is $.71 per filing performed on the Internet versus the original paper-based method.  Through this savings, the SOS has been able to re-allocate its UCC Division, merging it with the Corporations Division.  It has also created a position for Director of Electronic Government, and streamlined other processes, overhead, and features to better position the SOS office for its continued migration to a “paperless environment”.

In July of 2001, the online system was launched.  In one month, it reached a 65% adoption rate and has reached up to 78% adoption since.  There have been over 100,000 online filings within the first year of operation.  This was accomplished through collaboration with the user community, specifically the Kansas Banker’s Association, and through an awareness that the actual costs incurred by the KSOS office for paper filings was $25 per filing. 

The Secretary of State’s office took great initiative by partnering with the Kansas Bankers Association (KBA) in this effort.  SOS and KBA went on road shows throughout the state to inform customers that the online system is the best way to file, and that any other method would essentially be “unperfected”.  In addition, the SOS reduced the online price and raised the paper fee, thus dramatically increasing adoption.

Description 

The Kansas Secretary of State UCC Filing System allows users to file instantaneously within a single transaction while using “shopping cart” technology, which enables users to make multiple filings within the same transaction.  The system also utilizes the SOS Corporation database, which allows users to search for the correct name of the debtor on the UCC, which provides for self-population of corporation data in the UCC filing.  This will greatly reduce user input error, and will speed up the process for the filer.  Users will be assured that their UCC filing complies with Revised Article Nine standards, and will be able to print their newly filed UCC immediately following the transaction.  This allows the filing to be perfected.  In addition, payments can be made three ways:  credit card, electronic check, and by subscription to the state portal (www.accessKansas.org).  

Subscribers receive added benefits for filing online.  Subscribers are billed monthly for charges, rather than paying instantly with credit card and electronic check.  This method helps with accounting and proper billing to their customers.  Subscribers have access to all of the subscriber services on the portal (http://www.accesskansas.org/subscriber-services.html).  Subscribers may also create a collateral library, which is tied to their user identification, and catalogs both the state’s standard collateral and the filer’s personal collateral.  In addition, subscribers may access all past filings they have performed.  This feature will allow them to view or print a copy of their filed UCC at any time.  Coming soon:  Initial filers (subscribers) will soon be automatically notified via electronic mail when an amendment or any other change is initiated on that particular UCC filing.  The filer will also be notified when their original UCC is about to expire.

Significance to the improvement of the operation of government.

The new online filing system changes the way customers do business with the Kansas Secretary of State’s office.  This form of electronic government utilizes a new standard in filing UCC’s, in compliance with the Revised Article Nine, which is directed at simplifying the filing requirements of a UCC on a national level.  This site is in full compliance with the Revised Article Nine and will accept the nation’s new standard of the Extensible Markup Language (XML) program language.

In July of 2001, Revised Article Nine was implemented establishing a standard for all fifty states to file their UCCs.  With Revised Article Nine, a filer must ensure financing statements are prepared according to the guidelines in order to perfect their liens. Revised Article Nine states, "A financing statement, to be sufficient, must provide the debtor’s name (the legal name; see §Nine-503) and the name of the secured party or its representative and indicate the collateral covered by the financing statement. §Nine-502 (a). Where the collateral is timber to be cut, as-extracted collateral or fixtures (in the-12-case of a fixture filing), additional information is required for the financing statement to be sufficient. §§Nine-502 (b) and (c). Moreover, while an “all-asset” collateral description is insufficient in a security agreement, it is sufficient in a financing statement. §Nine-504 (2). A financing statement may still be effective even though it contains errors, so long as the errors are minor and are not seriously misleading. §Nine- 506(a). A debtor’s name on a financing statement that varies from the debtor’s legal name is not seriously misleading if a search of the records of the filing office under the debtor’s legal name would disclose the financing statement."

The Kansas Legislature passed revisions to Article Nine of the Uniform Commercial Code, with an implementation date of July 1, 2001.  Kansas was one of the first states to pass legislation for Revised Article Nine.  All 50 states have enacted Revised Article Nine.

If the forms are not correct, then the filings may not be perfected, even if filed and recorded. The filing offices are now given clear reasons why a filing should be rejected.  Otherwise, the filing will be recorded, regardless of meeting other requirements necessary for perfection. The filer is responsible for the accuracy of a filing under revised Article Nine, not the filing officer. 

Filers must ensure they: 

1. Complete the legal name of the Debtor exactly; 

2. Properly prepare the UCC forms; and 

3. File changes to financing information accurately and timely.

INK worked with the Kansas SOS office and implemented an Internet-based filing system that would enable these three requirements without placing undue burden on the filers of the system.

The design of this application gives users the ability to file and pay for their UCC from the convenience of their home or office, 24 hours a day, seven days a week.  The system is open when they are open, unlike the current state’s office hours of 8-5, Monday – Friday.  For example, a bank can process a loan and file a UCC on a Saturday or anytime after normal business hours.  This produces a more efficient operating system for the bank, which allows them to process the loan immediately.  The filing is processed immediately, therefore saving time for both the filer and the staff at SOS.  Data entry, bank deposits, and phone customer service have decreased dramatically.  Filers no longer need to mail their UCC and payment to the SOS office. 

Benefits
The SOS performed a cost avoidance analysis based upon the employees involved in the process and the time and fixed cost spent during the process.  The estimated savings for the Kansas SOS by using the UCC Filing System is $.71 per filing performed on the Internet versus the original paper-based method.  Through this savings, the SOS has been able to reallocate its UCC Division, merging it with the Corporations Division.  It has also created a position for Director of Electronic Government, and streamlined other processes, overhead and features to better position the KSOS office for its continued migration to a “paperless environment”.

“The success of our new UCC online filing system means customers will be getting service online, instead of standing in line,” stated Ron Thornburgh, Kansas Secretary of State.  “The new system is secure, results in less risk for the lenders, and allows consumers to receive their loans much faster.  The new online filing system is changing the face of state government.”
This led to a realignment of the costs, whereby paper-based filings increased from $6 to $15 to more accurately account for the true costs of those filings.  Electronic filings decreased from $6 to $5 online– thus providing businesses a more efficient means of filing and providing the SOS office internal efficiencies as well.  

The Kansas Banker’s Association (KBA) was heavily involved in user testing and allowed the Kansas SOS and INK to participate in a 14-city road trip promoting this application and gathering feedback.  A list serve was created allowing organizations or individuals to sign up to receive periodic updates, any pertinent information regarding the new UCC filing system, and the new Revised Article Nine standard.  In addition, two weeks before the app went live, a live demo was sent out via the list serve allowing filers to try the system and practice filing before the new rule took affect.  This enabled them to become familiar with the system, as well as feel comfortable before they initially started filing UCCs.  This list serve was co-promoted on the State’s Web site (www.accessKansas.org) and on the SOS Web site (www.KSSOS.org) as well.  During the user testing, the KBA was a strong advocate of including the corporation search process in to the UCC Filing application.  This allowed them to instruct their member banks that by using the UCC Filing system, the banks were ensuring that they were creating a “perfected filing,” and that by doing anything differently, the banks were opening themselves to undue liability.

As well as the above-mentioned practices that took effect before the app went live, there are consistent updates performed on the system based upon user feedback.  There is an extensive Helpful Hints section that not only includes general questions and answers, but also includes a UCC Handbook: A Guide to the UCC Filing Application published by the Kansas SOS.  There is also a privacy statement, contact information, survey, accessibility policy and an online demo.

Return on Investment

The primary challenge of the SOS was to provide services in a cost-effective manner that was more readily accessible by the businesses of the state of Kansas.  The primary initiative that best exemplifies the premise and direction of the SOS is the Online UCC filing system.

With paper filings of UCCs, businesses were required to fill out heavily intensive paperwork.  In return, they waited on average ten days for the confirmation of their filings.  The SOS recognized this impact and desired to provide immediate access to its users.  In 1999, SB 366 was introduced to the Kansas Legislature.  This bill incorporated major revisions to Article Nine of the Uniform Commercial Code.  The National Conference of Commissioners on Uniform State Laws recommended these changes in 1998.  The changes to Article Nine intended to address the fact that paper-based commercial transactions are giving way to electronic transactions; that filing systems need to be revised to handle increased volumes; that new kinds of property and transactions need to be recognized in the law; that statutory nonpossessory liens have proliferated and need to be dealt with in the Article Nine context; and amendments to Article Nine in the various states have created differences that impair interstate transactions.

As such, the SOS recognized that industry would be changing its practices as this bill was adopted and implemented and so it chose not to wait, but rather moved to create an Internet-based filing system that would be easier, cheaper, and faster for its customers.  

With the focus of the SOS on business interaction, it has always been a very productive relationship for development of applications aimed at the businesses of the State of Kansas.  This application has provided streamlined back-office processes for the SOS and improved delivery for the user.

Following are some statistics for Uniform Commercial Code via the Kansas Secretary of State’s office:
· 1999 - 10,966 UCC’s filed electronically, a PC based dial-up process.

· 2000 - 93,000 UCC’s filed electronically.

· 14% of those filed in 2000 were done electronically using PC based dial-up process.

· July 1, 2001 - Article Nine Compliance and new Internet-based filing system introduced.

· 78% of all UCC’s filed in Kansas since July 1, 2001, have been filed via the Internet.

· Estimated savings for KSOS by using the UCC Filing System is $.71 per filing performed.

· 2002 YTD – On average, 85% of all UCC Searches are performed via the Internet

· UCC Searches have increased by 100% for the period January – April 2001 versus the same time period in 2002.

· UCC Searches increased 33% for the period of July – December 2001 versus the same time period in 2002.

· 2002 YTD - 90% of all UCC Image requests are requested and presented via the Internet.

· Interactive Revenues due to SOS applications increased by more than 55% in 2002 versus 2001.

· 14% of those filed in 2000 were filed electronically using PC based dial-up process.
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