Executive Summary
The Uniform Commercial Code (UCC) is a law that covers virtually all business transactions and is divided into several chapters or "articles" with article 9 governing secured transactions. A UCC filing is a notice of a legal record of a lien on collateral.  UCCs are filed with the Secretary of State’s Office (SOS).

The Kansas Secretary of State’s Office and accessKansas, the state’s official Web site, created a suite of online UCC services to increase the speed of services, increase accuracy and decrease costs for citizens and the state.  Banks, businesses that file UCCs and attorneys involved with liens use the UCC services. The Kansas UCC services have evolved during the past decade. First the Internet allowed customers to view information.  Next came searching capabilities.  Government then expanded to allow filing electronically. The UCC notification system goes a step further and initiates contact with government customers and prompts action.

UCC searches were made available online at the end of 1998. This service enables accessKansas subscribers to search online for UCC’s by debtor name (individual or company), which increases the speed of searches and decreases SOS staff involvement. The UCC filing system was designed to streamline internal processes for SOS and make filing a UCC immediate, easy and inexpensive for the user. In July 2001 Kansas was the first state to offer online UCC filing. The major innovations of the UCC filing system are that it is substantially cheaper to file online than on paper, it achieved 65% compliance in the first month (this has grown to 80%), and it accesses a database from another SOS system to correctly populate the debtor name (if the debtor is a registered Kansas business). The online filing system has reduced SOS’s mail-in traffic and reduced input errors. Online filing enabled SOS to re-allocate its UCC division.

Based on requests from Kansas bankers the UCC notification system was added to the online UCC services in January 2004. This application consists of two components. The first component automatically notifies UCC filers, who request the service, via e-mail when an amendment or any other activity is filed on their particular UCC filing. The second component notifies filers, who request the service, when their original UCC is about to expire and gives them the option to file a continuation online. Subscribers to the notification system also have the ability to complete secured party searches online that enable lien holders to obtain a list of all the UCC’s they hold. These searches are especially helpful to companies auditing their records.

The Kansas Secretary of State’s Office has seen a significant return on investment for the UCC services. This ROI is cost savings and more importantly improved customer service. As part of the partnership between SOS and accessKansas, accessKansas built the UCC applications and provides customer support at no cost to SOS. accessKansas’ cost is covered by a transaction fee paid by the end user.

During 2003 the Secretary of State’s Office cost per transaction for paper UCC filings is estimated at $3.10 and the cost per transaction for online filings is estimated at $.91. The cost per transaction of UCC searches for SOS in 2003 is estimated at $2.57 for offline/paper searches and $.96 for online searches. UCC notifications and secured party searches were just made available in January 2004. Notification services are not available offline. Users pay $35 a month to subscribe to the UCC notification services and $150 to conduct a secured party search.
Background

The Uniform Commercial Code (UCC) is a law that covers virtually all business transactions and is divided into several chapters or "articles" with article 9 governing secured transactions. A UCC filing is a notice of a legal record of a lien on collateral.  UCCs are filed with the Secretary of State’s Office (SOS). 

By July 1, 2001, all 50 states had adopted the National Conference of Commissioners on Uniform State Laws (NCCUSL) version of Article 9 of the Uniform Commercial Code.  One of the goals of this revision was to encourage states to expedite the filing process.  To accomplish that goal the drafters removed discretionary authority and included a provision to allow electronic filings of UCCs.  (Discretionary authority was the ability of the filing officer to decide whether to accept or deny UCC amendments or terminations when the files did not match exactly.)

An important change in allowing online filings was removal of the signature requirement.  While this change enhanced the ease of online filing, lenders were concerned about the risk of fraudulent filings or amendments made in error by another lender.  The Kansas Secretary of State (SOS) put audit capabilities into the online filing system to track potential mistakes or fraudulent filings, but this system would only help lenders after a loss had occurred.  Lenders needed a notification method to be informed as soon as those errors occurred to correct the record before a potential loss.

Description of Kansas Online UCC Services

The mission of the Kansas SOS is to be the “least complicated, most accessible agency in state government,” said Kansas Secretary of State Ron Thornburgh. To further that goal, SOS is constantly looking for ways to improve customer access to their office.  During the past several years SOS has worked with accessKansas, the state’s official Web site, to provide UCC searches, UCC filing, UCC notification and UCC secured party searches online to improve delivery of these services. Banks, businesses that file UCCs and attorneys involved with liens use the UCC services. There are approximately 400 banks in Kansas. Of these 400, approximately 90% are using the online UCC filing service.  There are also national institutions such as John Deere that file UCCs in Kansas. 

UCC searches were made available online at the end of 1998. This service enables accessKansas subscribers to search for UCC’s by debtor name (individual or company). Users will receive a list of all UCC’s filed on an individual or company. Users can then select the UCCs they want and view the basic details of the filing. The users may also request an electronic image of the filing. If the image is not already automated, SOS staff will scan the image and the user will receive an e-mail when the image is available. Currently 94% of UCC searches are performed online.

The UCC filing system was designed to streamline internal processes for SOS and make filing a UCC immediate, easy and inexpensive for the user. In July 2001 Kansas was the first state to offer online UCC filing. The online filing system uses “shopping cart” technology to enable users to make multiple filings within the same transaction. The filing is processed immediately, therefore saving time for both the user and the SOS staff.  UCC filers can pay by credit card, electronic check or subscription to accessKansas. Subscribers are billed monthly for charges rather than paying instantly with credit card or electronic check.


With the addition of the notification system to online UCC services in January 2004, Kansas is once again leading the country in online innovation for UCC customers.  Kansas is the only state in the country providing this UCC notification service. The notification system consists of two components. The first component automatically notifies UCC filers, who request the service, via e-mail when an amendment or any other activity is filed on their particular UCC filing.  The second UCC notification component notifies filers, who request the service, when their original UCC is about to expire and gives them the option to file a continuation online. If a lender misses a continuation deadline, they lose their claim on the property involved. Currently this notification deadline system serves as a supplement to lenders’ individual UCC tracking systems.

Subscribers to the notification system also have the ability to complete secured party searches online. Secured party searches enable lien holders to obtain a list of all the UCC’s they hold. These searches are especially helpful to companies auditing their records.

Significance to the improvement of the operation of government
The online UCC services have enabled the Kansas Secretary of State’s office to increase the speed and accuracy of UCC services while reducing costs.  The online filing system has reduced SOS’s mail-in traffic and reduced input errors. Through the online filing system the SOS is saving approximately $2.19 per filing compared to the paper-based method and they are saving a significant amount of staff time. This improved efficiency has enabled SOS to re-allocate its UCC division to improve other SOS services. 

Perhaps the most innovative component of the development of the UCC notification system is the way SOS discovered the need for the service.  The Kansas Secretary of State meets with Kansas lenders on a regular basis.  When SOS began to think about a new UCC filing system in 2001, one of their first steps was to meet with their partners, both accessKansas and lenders.  In April of 2001 the SOS traveled the state meeting with bankers.  Kansas SOS went to 19 cities and met with more than 2,000 Kansas lenders.  The SOS asked lenders what they needed from their government and lenders told them.  This approach of meeting with government customers and asking for their input should not be novel, but it is.  The UCC notification service was a result of those meetings.  The SOS office and accessKansas continued to meet with bankers throughout the development of UCC services.  
These UCC services not only meet SOS goals, they also help achieve the statewide goals of improved government services. These SOS savings and improved efficiency are in line with Governor Sebelius’ BEST process—Budget Efficiency Savings Teams—that are looking for opportunities to improve the way the state does business.
Benefits to service recipients, taxpayers and agency 
The benefits of the online search service are the speed and ease of use. Before the online service, UCC search requests were mailed to the SOS office. Once these were received an individual at the SOS office would locate the requested filing and mail a copy to the requestor. This process could take several days. With the online search, information is available in minutes by simply typing in the debtor’s name. 

The major innovations of the UCC filing system are that it is substantially cheaper to file online than on paper ($8 online, $20 by paper), that it achieved 65% compliance in the first month (currently has an adoption rate of 80%) and that it accesses a database from another SOS system to correctly populate the debtor name (if the debtor is a registered Kansas business entity). 


The UCC notification system gives lenders the opportunity to investigate and correct any filing errors immediately, before any financial loss is realized. Without the notification system lenders may not be aware of fraud or mistakes until they are involved in a bankruptcy proceeding. Once a situation has reached that level it may be too late to correct the errors and the lender may lose their claim to the property involved.  This could result in a substantial financial loss for the lender. The UCC notification system also notifies filers, who request the service, when their original UCC is about to expire and gives them the option to file a continuation online. If a lender misses a continuation deadline, they lose their claim on the property involved. Currently this deadline notification system serves as a supplement to a lender’s individual tracking system.
The Kansas UCC services have evolved during the past decade. First the Internet allowed customers to view information.  Next came searching availabilities.  Government then expanded to allow filing electronically. The Kansas UCC notification system goes a step further and initiates contact with government customers and prompts action.

Return on investment
The Kansas Secretary of State’s Office has seen a significant return on investment for the UCC services. This ROI is cost savings and improved customer service. As part of the partnership between SOS and accessKansas, accessKansas built the UCC applications and provides customer support at no cost to SOS. accessKansas’ cost is covered by a transaction fee paid by the end user.

During 2003 the Secretary of State’s Office cost per transaction for paper UCC filings is estimated at $3.10 and the cost per transaction for online filings is estimated at $.91. In 2003 more than 112,000 UCCs were filed in Kansas and 75% of these were conducted online. Therefore, SOS costs were reduced by more than $185,000 on UCC filings in 2003. As online adoption increases the saving to SOS will also increase. (See table 1 for full statistics.) Before filings were available online the SOS charged $15 per filing. Once online filing became available SOS increased the paper price to $20 and reduced the online price to $8 to help drive adoption. accessKansas receives $2 of the online price. The number of filings has also increased since 2000. In 2003 almost 25,000 more filings were completed than in 2000.

SOS also saw a significant savings per transaction for UCC searches in 2003. The cost per transaction for SOS in 2003 is estimated at $2.57 for offline searches and $.96 for online searches. In 2003 approximately 94% of UCC searches were conducted online. Therefore, SOS costs were reduced by more than $58,000. (See table 2 for full statistics.) To drive Internet adoption, offline searches are priced at $20 and online searches are priced at $10. accessKansas receives $2 of the online price.

UCC notifications and secured party searches were just made available in January 2004. The notification services are not available offline.  Users pay $35 a month to subscribe to the UCC notification services and accessKansas receives $17.50 of this amount. Users pay $150 to conduct a secured party search and accessKansas receives $50 from each search. Without any publicity, 14 businesses have signed up for the UCC notification services and 6 businesses have conducted secured party searches online. 

Contact: Kathy Sachs, Kansas Secretary of State’s Office, 1st Floor Memorial Hall, 120 SW 10th Ave., Topeka, KS 66612-1594, 785-296-4564, kathys@kssos.org.

TABLE 1
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DEPARTMENT: Kansas Secretary of State

ABC LAST UPDATED:

05/04/04

APPLICATION: UCC Internet Filing

PROJECT SPONSOR: Kathy Sachs

PROJECT MANAGER: Kathy Sachs

PROJECT FISCAL OFFICER: Kathy Sachs

ACCESSKANSAS PROJECT MANAGER: Vicki McGoyne

POSITION TITLE

Fixed

Filing Clerks

Search Clerks

Direct Management

Customer Service 

Center

Accounting

Administrative 

Services

Grand Total 

(assuming 100% 

transactions)

{(WAGE + 25%) * #EMPLOYEES}

Costs

$165,000.00

$0.00

$75,000.00

$137,500.00

$31,250.00

$27,500.00

ACTIVITY

Open UCC Mail

 

0%

0%

0%

15%

0%

0%

Sort UCC according to Type

0%

5%

0%

Examined UCC Filing for Errors

10%

0%

0%

Reject UCC

25%

25%

0%

Forward to Receipt Processing (Validations)

0%

55%

0%

Enter Documents into UCC System

20%

0%

0%

Re-Enter for Verification

20%

0%

0%

Run Compare Reports and Correct Any Items

5%

0%

0%

Mailout and Related Prep

0.30

10%

0%

0%

Run Reports for Missing Documents/Locate Items

5%

0%

0%

Refund

0%

5%

0%

Research Problems/Customer Service Issues

5%

75%

10%

0%

Run Search Reports

Make Copies

Mailout Results

0.30

Box Documents for Archive

Fax Results

 

Microfilming

0.01

0%

25%

TOTAL - PAPER FIXED COSTS

0.61

TOTAL - ONLINE FIXED COSTS

TOTAL - PAPER PERCENT of PROCESS COSTS

100%

0%

75%

15%

100%

25%

TOTAL - INTERNET PERCENT of PROCESS COSTS

38%

25%

10%

25%

0%

TOTAL - PAPER PROCESS COST

$165,000.00

$0.00

$56,250.00

$20,625.00

$31,250.00

$6,875.00

$0.00

$280,000.00

TOTAL - INTERNET PROCESS COST

$61,875.00

$0.00

$18,750.00

$13,750.00

$7,812.50

$0.00

$0.00

$102,187.50

Statement of Purpose:

Estimated Transaction Costs

Estimated Total Costs

Paper 

Process

Internet Process

Internet 

Adoption

Paper Cost

Internet Cost

Estimated Total 

Costs

Process Costs

$2.48

$0.91

0%

$349,226.44

$0.00

$349,226.44

Fixed Costs

$0.61

$0.00

10%

$314,303.79

$10,218.75

$324,522.54

Credit Card Fees

$0.00

20%

$279,381.15

$20,437.50

$299,818.65

Transaction Fee ^

$0.00

$0.00

30%

$244,458.51

$30,656.25

$275,114.76

Value received through accessKansas transaction fee: 

Total Cost Per 

Transaction*

$3.10

$0.91

40%

$209,535.86

$40,875.00

$250,410.86

Reduced telecommunication costs

^Paid to Kansas Information Consortium, INK by the Department

50%

$174,613.22

$51,093.75

$225,706.97

Reduced hardware/software processing costs

* Total Costs do not include bad check collection and administrative costs.

75%

$87,306.61

$76,640.63

$163,947.23

Automated and simplified accounting/billing/processing

Statistics

Yearly

100%

$0.00

$102,187.50

$102,187.50

Centralize and simplify administrative reporting services

2003 No. of 

Transactions:

112813

Filers

Offer emergency technical support 24 X 7 X 365

Forward Looking Statement

Provide escrowing of source code

Ongoing marketing and promotion of the service

2004

80%

2005

85%

Legend

2006

90%

Eliminate or reduce with 

Internet use

2007

95%

2008

95%

This ABC is intended to provide Departments with a high level 

overview of current costs to process the described transaction versus 

future costs to process it through the Internet.  It is intended to higlight 

areas of cost avoidance for the Department.  It provides a snapshot in 

time after an application is developed and in production

Time Table(per day): 5% = 24 minutes, 10% = 48 minutes, 15% = 96 minutes

Projected Internet Adoption
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DEPARTMENT: Kansas Secretary of State

ABC LAST UPDATED:

05/04/04

APPLICATION: UCC Internet Searches

PROJECT SPONSOR: Kathy Sachs

PROJECT MANAGER: Kathy Sachs

PROJECT FISCAL OFFICER: Kathy Sachs

ACCESSKANSAS PROJECT MANAGER: Vicki McGoyne

POSITION TITLE

Fixed

Filing Clerks

Search Clerks

Direct Management

Customer Service 

Center

Accounting

Administrative 

Services

Grand Total 

(assuming 100% 

transactions)

{(WAGE + 25%) * #EMPLOYEES}

Costs

$165,000.00

$0.00

$75,000.00

$137,500.00

$31,250.00

$27,500.00

ACTIVITY

Open UCC Mail

 

0%

0%

0%

15%

0%

0%

Sort UCC according to Type

0%

0%

0%

Examined UCC Filing for Errors

0%

0%

0%

Reject UCC

0%

0%

0%

Forward to Receipt Processing (Validations)

0%

0%

0%

Enter Documents into UCC System

0%

0%

0%

Re-Enter for Verification

0%

0%

0%

Run Compare Reports and Correct Any Items

0%

0%

0%

Mailout and Related Prep

10%

0%

0%

Run Reports for Missing Documents/Locate Items

10%

0%

0%

Refund

0%

5%

0%

Research Problems/Customer Service Issues

5%

20%

10%

0%

Run Search Reports

Make Copies

10%

Mailout Results

0.30

Box Documents for Archive

Fax Results

 

10%

Microfilming

0.01

0%

0%

TOTAL - PAPER FIXED COSTS

0.31

TOTAL - ONLINE FIXED COSTS

TOTAL - PAPER PERCENT of PROCESS COSTS

25%

0%

20%

15%

15%

20%

TOTAL - INTERNET PERCENT of PROCESS COSTS

10%

5%

10%

10%

0%

TOTAL - PAPER PROCESS COST

$41,250.00

$0.00

$15,000.00

$20,625.00

$4,687.50

$5,500.00

$0.00

$87,062.50

TOTAL - INTERNET PROCESS COST

$16,500.00

$0.00

$3,750.00

$13,750.00

$3,125.00

$0.00

$0.00

$37,125.00

Statement of Purpose:

Estimated Transaction Costs

Estimated Total Costs

Paper Process

Internet 

Process

Internet 

Adoption

Paper Cost

Internet Cost

Estimated Total 

Costs

Process Costs

$2.26

$0.96

0%

$99,156.73

$0.00

$99,156.73

Fixed Costs

$0.31

$0.00

10%

$89,241.05

$3,712.50

$92,953.55

Credit Card Fees

$0.00

20%

$79,325.38

$7,425.00

$86,750.38

Transaction Fee ^

$0.00

$0.00

30%

$69,409.71

$11,137.50

$80,547.21

Value received through accessKansas transaction fee: 

Total Cost Per 

Transaction*

$2.57

$0.96

40%

$59,494.04

$14,850.00

$74,344.04

Reduced telecommunication costs

^Paid to Kansas Information Consortium, INK by the Department

50%

$49,578.36

$18,562.50

$68,140.86

Reduced hardware/software processing costs

* Total Costs do not include bad check collection and administrative costs.

75%

$24,789.18

$27,843.75

$52,632.93

Automated and simplified accounting/billing/processing

Statistics

Yearly

100%

$0.00

$37,125.00

$37,125.00

Centralize and simplify administrative reporting services

2003 Number of 

Transactions*:

38561

Searches

Offer emergency technical support 24 X 7 X 365

Forward Looking Statement

Provide escrowing of source code

Ongoing marketing and promotion of the service

2004

96%

2005

98%

Legend

2006

98%

Eliminate or reduce with 

Internet use

2007

98%

2008

98%

This ABC is intended to provide Departments with a high level 

overview of current costs to process the described transaction versus 

future costs to process it through the Internet.  It is intended to higlight 

areas of cost avoidance for the Department.  It provides a snapshot in 

time after an application is developed and in production

Time Table(per day): 5% = 24 minutes, 10% = 48 minutes, 15% = 96 minutes

Projected Internet Adoption

*The offline searches were estimated from 2004 as these numbers were not 

available.
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