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AN ACT relating to liens and declaring an emergency.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 14 IS CREATED TO READ AS FOLLOWS:

(1)
It is the intent of the General Assembly that a statewide computerized lien information system be created to accumulate, index, and disseminate information to the public, and to any state agency that needs information relative to liens, lien statements, security interests, financing statements, and other information and documents filed pursuant to 26 U.S.C. sec. 6323, KRS Chapter 134, and Article 9 of KRS Chapter 355.

(2)
As used in Sections 1 to 4 of this Act, unless the context requires otherwise:

(a)
"System" means the Kentucky Lien Information System;

(b)
"Master index" means the organized body of indexed computerized data created and maintained by the system relating to liens, lien statements, security interests, financing statements, and other  information and documents filed pursuant to 26 U.S.C. sec. 6323, KRS Chapter 134, and Article 9 of KRS Chapter 355 at the offices of county clerks and the Secretary of State; and

(c)
"Identification number" means a distinct alphanumeric designation assigned to a person which will be used, along with other information, to index filings and matters related to that person on the system and in the master index. The identification number for a person who is other than an individual shall be the Internal Revenue Service taxpayer identification number of the person. For purposes of indexing any liens for taxes against the property of an individual, the identification number shall be that individual's Social Security number. In all other cases involving an individual, the identification number shall be the Social Security number of the individual if the individual agrees voluntarily to the use of the Social Security number as the identification number. In cases in which an individual does not voluntarily agree to provide a Social Security number, the individual's identification number shall be established and assigned in accordance with a methodology set forth in administrative regulations promulgated by the Secretary of State, which methodology may treat an individual's name or portion thereof as the individual's identification number if the Secretary of State determines that this best facilitates indexing and locating information in the system and in the master index.

(3)
The Kentucky Lien Information System is hereby created and established within the office of Secretary of State as an independent agency of state government. The Secretary of State shall govern and administer the system, and shall develop and implement the system and coordinate, on a statewide level, the strategic planning relating to the system's creation, operation, maintenance, and sale of data.

(4)
The Secretary of State shall make the entire system and the master index operational on January 1, 2000. By November 1, 1999, he shall promulgate all administrative regulations required pursuant to Sections 1 to 4, 13, 14, 15, 16, 17, and 19 of this Act and shall disseminate to the county clerks all administrative regulations in effect.

(5)
The system shall permit information from the filings made in the offices of the county clerks or the Secretary of State pursuant to 26 U.S.C. sec. 6323, KRS Chapter 134, and Article 9 of KRS Chapter 355, to be entered into and retrieved by computerized means from the system and the master index. Nothing in Sections 1 or 2 of this Act shall be construed to authorize filings which are required to be made in the offices of the county clerks to be made in or accepted by the office of any other government official or agency.

(6)
County clerks and the Secretary of State shall enter information relative to liens, lien statements, security interests, financing statements, and other information and documents filed in their offices on or after January 1, 2000, pursuant to 26 U.S.C. sec. 6323, KRS Chapter 134, and Article 9 of KRS Chapter 355, into the system and the master index utilizing AVIS telecommunication lines, terminals, and associated devices pursuant to administrative regulations promulgated by the Secretary of State.

(7)
The system shall include the public's right, at no charge, to search for and inspect, at the offices of each county clerk and the Secretary of State, public records, or reasonable summaries of public records, included in the master index created under the system. Design of the system for public access shall include consideration of the volume of public usage of the system, and all practicable steps shall be taken to assure that members of the public are not unreasonably delayed in their ability to search for and inspect public records included in the master index.

(8)
The equipment and computer software used in the automated system established pursuant to KRS Chapter 186A shall be used by and integrated into the system where that is the most efficient manner as determined by the Secretary of State. All cabinets, the Department of Information Services, and other agencies of state government shall cooperate and assist the office of the Secretary of State in the orderly development and implementation of the system.

(9)
The Secretary of State shall employ staff necessary to operate and maintain the system and may transfer funds from the trust account established pursuant to Section 4 of this Act to reimburse the cabinets, departments, and other agencies of state government for the staff time and other resources devoted to assisting the Secretary of State in carrying out his duties as administrator of the system.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 14 IS CREATED TO READ AS FOLLOWS:

(1)
As administrator of the Kentucky Lien Information System, the Secretary of State shall:

(a)
Create within the system the master index;

(b)
Maintain the system and the master index;

(c)
Permit, subject to safeguards designed to preclude unauthorized entries, the offices of all county clerks and the Secretary of State to add, modify, and delete information in the system and the master index;

(d)
Permit the offices of all county clerks, the Secretary of State, and members of the public to have access to the master index for review and search capabilities;

(e)
Design a mechanism by which persons who review or search the master index may obtain a written record of the results of the review or search;

(f)
Provide security and protection of all information in the system and monitor the system to prevent unauthorized entry, additions, or changes;

(g)
Require information for entry into the system and the master index be in a standardized format when possible;

(h)
Approve all forms used in connection with the system;

(i)
Promulgate administrative regulations to provide for a process by which errors in the information on the system or the indexing of information may be corrected;

(j)
Promulgate administrative regulations for the terms of release and cost of sale of data in a machine-readable form or by electronic transmission;

(k)
Promulgate administrative regulations by which all users and purchasers of information are advised of the disclaimer stated in subsection (3) of Section 17 of this Act;

(l)
Promulgate administrative regulations specifying what information contained in the system shall be indexed on the master index and reported to a person searching the master index. The regulation shall, at a minimum, provide that information shall be indexed according to the debtor's name, address, and identification number and the system shall report the debtor's name, address, and identification number, the nature of the filing being indexed, and the location where the original filing was made;

(m)
Promulgate administrative regulations setting forth a methodology for establishing and assigning an identification number to an individual who does not voluntarily agree to the use of that individual's Social Security number as the identification number; and 

(n)
Promulgate all other administrative regulations necessary to implement the system.

(2)
If requested by the secured party of record or other lienholder and upon payment of an additional fee prescribed by administrative regulations promulgated by the Secretary of State, the Secretary of State shall send written notice confirming receipt of information in the system, and reflecting all information received and included in the master index to that secured party of record or other lienholder no later than 3:00 p.m., Frankfort, Kentucky time, on the next business day following receipt of the information.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 14 IS CREATED TO READ AS FOLLOWS:

(1)
The master index within the system shall include the capability of searching for and locating information according to a person's identification number. In addition, the Secretary of State shall take all practical steps to include within the master index the capability of searching for and locating information according to a person's name and address and other information the Secretary of State determines would be a proper basis for a search of filings under 26 U.S.C. sec. 6323, KRS Chapter 134, and Article 9 of KRS Chapter 355.

(2)
In designing how the result of searches shall be reported to the searcher, the Secretary of State shall design the system so that the system is capable of reporting both:

(a)
Exact matches between the search request and information on the system; and
(b)
A list of information on the system that is similar to the search request. 
The Secretary of State is directed to consider the availability of flexible search logic systems based upon phonics as well as the ability to use root expanders and universal characters in making search requests.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 14 IS CREATED TO READ AS FOLLOWS:

A trust fund in the Treasury of the Commonwealth is hereby established for use by the Secretary of State. The Secretary of State shall use the trust fund solely for the establishment, operation, and maintenance of the Kentucky Lien Information System. Beginning on July 1, 1998, the trust fund shall be credited with one dollar ($1) of the fees charged by county clerks and the Secretary of State for the filing of an original financing statement or a continuation statement pursuant to KRS Chapter 355; for the notation of a lien on the certificate of title to property issued by the Commonwealth of Kentucky under KRS Chapter 186 or 186A; and for the filing and recording of a notice of a lien or a lien discharge issued by the Internal Revenue Service under Section 19 of this Act. The funds shall be controlled by the Secretary of State for the system. The Secretary of State may request, and the request shall be honored, that the funds be invested and reinvested for the benefit of the system, and he shall use the funds to develop the system and pay for the necessary software, hardware, maintenance, and other costs of developing and operating the system. Income from the investments shall be credited to the funds available to the system.

Section 5.   KRS 64.012 is amended to read as follows:

The county clerk shall receive for the following services, including a county clerk's services in entering recordings and filings in the Kentucky Lien Information System as required by law, the following fees and shall transmit, at least monthly, that portion thereof as provided in Section 4 of this Act to the Treasury of the Commonwealth for credit to the trust fund established pursuant to Section 4 of this Act:

Recording deed of trust or assignment for the benefit of creditors, if

[provided] the entire thereof does not exceed three (3) pages
$8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Copy and certification of same when ordered 
5.00

Each bond required to be taken or prepared by the clerk 
3.00

Copy of any bond when ordered 
2.00

Recording a bond, each bond 
8.00

Receiving the acknowledgment or proof of any deed, mortgage, or


agreement, power of attorney, or other written instrument required


by law to be done and certifying same 
2.00

Taking the acknowledgment or proof of a deed of real estate, certifying


and recording the same and recording his own certificate, provided


the entire record thereof does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Certified copy of deed 
5.00

Recording a mortgage of real estate, certificates, and all services


connected with the same, provided the entire record thereof


does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Certified copy of real estate mortgage 
5.00

Recording deed of assignment of real estate mortgage 
8.00

Noting release of any lien, mortgage, or redemption other


than a deed of release 
3.00

Receiving the acknowledgment, recording, and certifying each


deed of release of a mortgage or lien under KRS 382.360 
8.00

Each additional marginal notation relating to same instrument 
3.00

Making a record for the establishment of a city, recording the plan or


plat thereof, and all other services incident 
8.00

Recording survey of a city, or any part thereof, or any addition to or


extensions of the boundary of a city 
8.00

Every order concerning the establishment, changing, closing, or


discontinuing of roads, to be paid out of the county levy when


the road is established, changed, closed, or discontinued, and by


the applicant when it is not 
2.00

Administering an oath and certificate thereof 
2.00

Issuing license for which no other fee is fixed by law 
5.00

Marriage license, bond, certificate and recording 
24.00

For filing and indexing an original financing or continuation[ financing]

statement, and noting the security interest on the certificate of title[required receipt] for one (1) motor vehicle, if the entire record thereof does not exceed three (3) pages 
10.00[8.00]

Exceeding three (3) pages, each additional page..
.......................................2.00
For filing and indexing an assignment of a rights under financing statement or title lien statement
10.00[8.00]

Exceeding three (3) pages, each additional page
........................................1.50

For filing and noting a statement of release of collateral under


a financing statement or title lien statement
5.00

Issuance of a certification as provided in KRS 355.9-407 
5.00

Certified copy of financing statement or statement of assignment


 as provided in KRS 355.9-407 
5.00

Recording real estate options, if[provided] the entire record[ thereof]

does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Recording power of attorney or revocation of power of attorney, if

[provided ]the entire record[ thereof] does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Recording plats, maps and surveys, not exceeding 24 inches


by 36 inches, per page 
15.00

Recording all leases which are recordable by law, if[provided] the


entire record[ thereof] does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Marginal notation to same instrument 
3.00

Filing or recording of certification of intention to operate a


business under an assumed name 
8.00

Filing a lien on a delinquent motor vehicle or trailer bill 
8.00

Releasing a lien on a delinquent motor vehicle or trailer bill 
2.00

Filing or recording of mechanic's and artisan's liens


under KRS Chapter 376 
8.00

Filing or recording of notice of lien issued


by the Internal Revenue Service
10.00[8.00]
Filing or recording of notice of lien discharges issued


by the Internal Revenue Service 
10.00[8.00] 
Filing or recording of lis pendens notice concerning proceedings in


bankruptcy and other lis pendens notices, if[provided] the entire


record[ thereof] does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Filing or recording United States liens, if[provided] the entire record


per lien does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Filing or recording release of a United States lien, if[provided] the entire


record per lien does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Filing or recording state tax or other state liens, other than liens on


delinquent motor vehicles or trailers ..
5.00

Filing release of a state tax or other state lien, other than a lien


on a delinquent motor vehicle or trailer 
5.00

Filing notification and declaration and petition of candidates


for Commonwealth's attorney, District Court, and Circuit Court 
 200.00

Filing notification and declaration and petition of candidates for office


in cities of the fifth or sixth class and candidates for county and


independent boards of education 
 20.00

Filing notification and declaration and petition of candidates


for boards of soil and water conservation districts 
 20.00

Filing notification and declaration and petition of candidates


for other offices 
 50.00

Filing declaration of intent to be a write-in candidate for


office other than municipal office in a city of the fifth


or sixth class
 50.00

Filing declaration of intent to be a write-in candidate for


municipal office in a city of the fifth or sixth class.
 20.00

Recording wills or other probate documents under KRS 394.300 
8.00

Registration of licenses for professional persons required to


register with the county clerk 
8.00

Recording and issuing articles, statements, or reports of corporations


pursuant to KRS Chapters 271B, 272 and 273, including articles


of incorporation, amendment, restatement of incorporation, merger,


consolidation, or dissolution and statements of establishment


of a series of shares, cancellation of a series of shares, reduction


of capital, intent to dissolve, revocation of voluntary


dissolution, or any other statement or report of a foreign or


domestic corporation, provided the entire record thereof


does not exceed three (3) pages 
8.00

Exceeding three (3) pages,[ for] each additional page 
2.00

Miscellaneous recordings for which no specific fee is set, if

[provided ]the entire record thereof does not exceed three (3) pages


(except military discharges) 
8.00

Exceeding three (3) pages, each additional page 
2.00

Filing miscellaneous documents for which no specific fee is set, if

[provided ]the entire record thereof does not exceed three (3) pages 
8.00

Exceeding three (3) pages, each additional page 
2.00

Filing certification required by KRS 65.070(1)(a) 
5.00

Certification of franchise tax assessment 
5.00

Electronic fax transmission of copies, per page
2.50

Section 6.   KRS 134.420 is amended to read as follows:

(1)
The state and each county, city, or other taxing district shall have a lien on the property assessed for taxes due them respectively for five (5) years following the date when the taxes become delinquent, and also on any real property owned by a delinquent taxpayer at the date when the sheriff offers the tax claims for sale as provided in KRS 134.430 and 134.440. This lien shall not be defeated by gift, devise, sale, alienation, or any means except by sale to a bona fide purchaser, but no purchase of property made before final settlement for taxes for a particular assessment date has been made by the sheriff shall preclude the lien covering the taxes. The lien shall include all interest, penalties, fees, commissions, charges, and other expenses incurred by reason of delinquency in payment of the tax bill or in the process of collecting it, and shall have priority over any other obligation or liability for which the property is liable. The lien of any city, county, or other taxing district shall be of equal rank with that of the state. When any proceeding is instituted to enforce the lien provided in this subsection, it shall continue in force until the matter is judicially terminated. Every city of the third, fourth, fifth, and sixth class shall file notice of the delinquent tax liens with the county clerk of any county or counties in which the taxpayer's business or residence is located, or in any county in which the taxpayer has an interest in property. The notice shall be recorded in the same manner as notices of lis pendens are filed, shall include the taxpayer's identification number as defined in Section 2 of this Act, shall be transmitted to the office of the Secretary of State for inclusion in the master index created under the Kentucky Lien Information System established pursuant to Section 1 of this Act, and the county clerk's file shall be designated miscellaneous state and city delinquent and unpaid tax liens.

(2)
If any person liable to pay any tax administered by the Revenue Cabinet, other than a tax subject to the provisions of subsection (1) of this section, neglects or refuses to pay the tax after demand, the tax due together with all penalties, interest, and other costs applicable provided by law shall be a lien in favor of the Commonwealth of Kentucky. The lien shall attach to all property and rights to property owned or subsequently acquired by the person neglecting or refusing to pay the tax.

(3)
The lien imposed by subsection (2) of this section shall remain in force for ten (10) years from the date the notice of tax lien has been filed by the secretary of the Revenue Cabinet, or his delegate with the county clerk of any county or counties in which the taxpayer's business or residence is located, or any county in which the taxpayer has an interest in property.

(4)
The tax lien imposed by subsection (2) of this section shall not be valid as against any purchaser, judgment lien creditor, or holder of a security interest or mechanic's lien until notice of the tax lien has been both filed by the secretary of the Revenue Cabinet or his delegate with the county clerk of any county or counties in which the taxpayer's business or residence is located, or in any county in which the taxpayer has an interest in property and properly included in the master index created under the Kentucky Lien Information System established pursuant to Section 1 of this Act. The recording of the tax lien shall constitute notice of both the original assessment and all subsequent assessments of liability against the same taxpayer. Upon request, the Revenue Cabinet shall disclose the specific amount of liability at a given date to any interested party legally entitled to the information.

(5)
Even though notice of a tax lien has been filed and indexed as provided by subsection (4) of this section, and notwithstanding the provisions of KRS 382.520, the tax lien imposed by subsection (2) of this section shall not be valid with respect to either a purchase money security interest or a security interest which came into existence after tax lien filing by reason of disbursements made within forty-five (45) days after the date of tax lien filing or the date the person making the disbursements had actual notice or knowledge of tax lien filing, whichever is earlier, provided the security interest, other than a purchase money security interest:

(a)
Is in property which:

1.
At the time of tax lien filing is subject to the tax lien imposed by subsection (2) of this section; and

2.
Is covered by the terms of a written agreement entered into before tax lien filing; and

(b)
Is protected under local law against a judgment lien arising, as of the time of tax lien filing, out of an unsecured obligation.

(6)
The provisions of this section concerning inclusion of a tax lien in the master index created under the Kentucky Lien Information System do not apply to a tax lien which has been filed by the secretary of the Revenue Cabinet or his delegate in the proper county clerk's office prior to January 1, 2000.
Section 7.   KRS 186.045 is amended to read as follows:

(1)
When[Whenever] a perfected security interest is assigned, the assignor may[shall] immediately give a statement of assignment to the assignee and at the same time deliver another copy of the statement to the debtor. The assignee may[shall], within thirty (30) days thereafter, present a copy of the statement of assignment to the county clerk in whose office the security interest was noted on the certificate of title. The failure of the assignor to give a statement of assignment to the assignee or the debtor or the assignee's failure to present a copy to the county clerk shall not affect the validity of the lien or its perfected status, but any person without notice of the assignment is protected in dealing with the assignor as the holder of the security interest. The assignor shall remain liable for any obligations as lienholder until the statement of assignment is provided to the assignee and the debtor and a copy is presented to the county clerk and entered in the automated vehicle information system. Upon receipt of the assignment, the county clerk shall mark the same as provided in subsection (2) of KRS 355.9-405 and attach it to the motor vehicle lien statement. The county clerk shall enter any[the] assignment of a[the] perfected security interest presented to the clerk into the automated vehicle information system. For this service the county clerk shall collect a fee pursuant to KRS 64.012.

(2)
When[Whenever] a security interest has been discharged, other than by proceedings under KRS 355.9-501 to 355.9-507 or similar proceedings, the secured party shall, within ten (10) days thereafter, deliver a termination statement in the manner required by KRS 355.9-404 to the county clerk of the county in which the motor vehicle lien statement was submitted. The secured party shall also deliver a copy of the termination statement to the debtor or the debtor's transferee. For failure to file the termination statement within the allowable time, the secured party shall be subject to the penalty provided in KRS 186.990(1). Within five (5) days after the receipt of such documents, the county clerk shall note the filing in the index, in language prescribed by the cabinet, that the termination statement has been filed. Upon presentation of the owner's title showing the[such] security interest to the county clerk where the termination statement was submitted, and with the copy of the termination statement submitted by the secured party, the clerk shall discharge the security interest by noting on the[such] title that the termination statement has been filed and place the seal of the county clerk thereon. The clerk shall return the owner's title to the owner. The county clerk shall then file the termination statement in the place from which the motor vehicle lien statement was removed. A termination statement shall[statements must] be retained in the clerk's files for a period of two (2) years subsequent to the date of filing the[such] statement, at which time it[they] may be destroyed. The fee for these services is[are] included in the fee for noting the original security interest on the certificate of title for one (1) motor vehicle pursuant to Section 5 of this Act[provisions of KRS 186A.190].

(3)
Upon presentation of the owner's title showing the[such] security interest to the county clerk of a county where the termination statement was not delivered, the county clerk of that county shall access the automated system to determine whether a record of termination of the security interest has been entered into the automated system by the county clerk where the termination statement was delivered by the secured party as provided in KRS 186A.210. If the[such] record of termination has been entered into the automated system, the county clerk of the county where the termination statement was not delivered, shall note the discharge of the security interest on the certificate of title by noting that the termination statement has been delivered, the county where it was delivered, and placing the seal of the county clerk thereon and may rely on the automated system to do so. If the[such] record of termination has not been entered into the automated system,[ in no case shall] the county clerk of the county other than where the termination statement was delivered shall not[,] make any notation upon the certificate of title that the security interest has been discharged or that a termination statement has been delivered to the county where the motor vehicle lien statement was submitted.

(4)
When[Whenever] any secured party repossesses a vehicle titled in this state, for which a security interest is in existence at the time of repossession, and disposes of the[such] vehicle pursuant to the provisions of KRS Chapter 355, he shall[must] present, within fifteen (15) days after the[such] disposition, an affidavit in form prescribed by the department, a copy of the security agreement, and if the security interest is noted on the title a termination statement or proof that the[such] termination statement has been filed. The new owner shall pay all applicable fees for titling and transferring the vehicle to the county clerk. Upon receipt of the[such] documents, the county clerk who issued the lien, if shown on the title, shall then omit from the title he makes application for any information relating to the security interest under which the vehicle was repossessed or any security interest subordinate thereto. However, any security interest, as shown by the[such] title which is superior to the one under which the vehicle was repossessed, shall[must] be shown on the title issued by the clerk unless the prior secured party has discharged the[such] security interest in the[such] clerk's office or proof of termination is submitted in case the[such] prior security interest was discharged in another clerk's office.

(5)
When[Whenever] any vehicle brought into this state is required to be titled in this state and the[such] vehicle is[ then] subject to a security interest in another state as shown by the out-of-state documents presented to the clerk, the county clerk shall be[is] prohibited from processing the application for title on the vehicle unless the owner obtains from the secured party a financing statement or motor vehicle lien statement and presents it[same] to the clerk along with the fees required in Section 5 of this Act[KRS 186A.190]. The clerk shall note the out-of-state security interest on the certificate of title. This provision shall[does] not apply to vehicles required to be registered in Kentucky under forced registration provisions under KRS 186.145.

(6)
The fees provided for in this section shall be[are] in addition to any state fee provided for by law.

(7)
Any person violating any provision of this section or any person refusing to surrender a certificate of title registration and ownership or transfer certificate upon request of any person entitled thereto, is subject to the penalties provided in subsection (1) of KRS 186.990.

(8)
The county clerk shall be[is] prohibited from noting any security interest on a certificate of title on any vehicle subject to the provisions of KRS Chapter 186A if a certificate of title therefor is presented to him which has all the spaces provided thereon for noting security interests fully exhausted. The owner shall[must] see to it that a discharge is noted on the certificate of title for each security interest and then a duplicate title as provided for in KRS 186A.180 shall[must] be obtained from the clerk by the owner of the vehicle.

(9)
Security interests in vehicles sold to or owned by residents of other states shall[must] be perfected in the state of the[such] nonresident and repossession of the vehicle shall[must] be taken pursuant to the laws of that[such] state, unless the vehicle is principally operated in Kentucky and is properly titled[ herein] under KRS Chapter 186A and the security interest is authorized to be noted on the certificate of title by the county clerk under KRS Chapter 186A.

Section 8.   KRS 186A.190 is amended to read as follows:

(1)
Except as provided in subsection (4) of this section, the perfection and discharge of a security interest in any property for which has been issued a Kentucky certificate of title shall be by notation on the certificate of title. The notation of the security interest on the certificate of title shall be in accordance with this chapter and remain effective until discharged under this chapter and KRS Chapter 186. The perfection of an assignment of a security interest which has been noted on the certificate of title shall be in accordance with the provisions of KRS 186.045(1).

(2)
Except as provided in subsection (4) of this section, the notation of security interests relating to property required to be titled in Kentucky through the county clerk shall be done in the office of the county clerk of the county in which the debtor resides. If the debtor is other than a natural person, the provisions of KRS 355.9-401(5)(b) to (k) shall govern the determination of the county of the debtor's residence. If the debtor does not reside in the Commonwealth, the notation of the security interest shall be done in the office of the county clerk in which the property is principally situated or operated. Notwithstanding the existence of any filed financing statement under the provisions of KRS Chapter 355 relating to any property registered or titled in Kentucky, the sole means of perfecting and discharging a security interest in property for which a certificate of title is required by this chapter shall be[is] by notation on the[such] property's certificate of title. In other respects the security interest shall be[is] governed by the provisions of KRS Chapter 355.

(3)
Except as provided in subsection (4) of this section, before ownership of property subject to a lien evidenced by notation on the certificate of title may be transferred, the transferor shall obtain the release of the prior liens in his name against the property being transferred. Once a security interest has been noted on the owner's title, no subsequent title shall[may] be issued by any county clerk free of the[such] notation unless the owner's title is presented to the clerk and it has been noted thereon, that the security interest has been discharged. If this requirement is met, information relating to any security interest shown on the title as having been discharged may be omitted from the title to be issued by the clerk.

(4)
Notwithstanding subsections (1), (2), and (3) of this section, a county clerk shall, following inspection of the vehicle by the sheriff, to determine that the vehicle has not been stolen, issue a new title to a vehicle, clear of all prior liens, to a person after he provides to the county clerk an affidavit devised by the Transportation Cabinet and completed by the person.  In the affidavit, the person shall attest that:

(a)
He possesses the vehicle;

(b)
A debt on the vehicle was owed him for more than thirty (30) days before he provided the notices required by paragraphs (c) and (d) of this subsection;

(c)
More than fourteen (14) days before presenting the affidavit to the county clerk, the person attempted to notify the owner of the vehicle and all known lienholders, including those noted on the title, by certified mail, return receipt requested, of his name, address, and telephone number as well as his intention to obtain a new title, clear of all prior liens, unless the owner or a lienholder objected in writing;

(d)
More than fourteen (14) days before presenting the affidavit to the county clerk, the person had published a legal notice stating his intention to obtain title to the vehicle.  The legal notice appeared at least twice in a seven (7) day period in a newspaper published, and with a statewide circulation, in Kentucky. The legal notice stated:

1.
The person's name, address, and telephone number;

2.
The owner's name;

3.
The names of all known lienholders, including those noted on the title;

4.
The vehicle's make, model, and year; and

5.
The person's intention to obtain title to the vehicle unless the owner or a lienholder objects in writing within fourteen (14) days after the last publication of the legal notice; and

(e)
Neither the owner nor a lienholder has objected in writing to the person's right to obtain title to the vehicle.

(5)
No more than two (2) active security interests shall[may] be noted upon a certificate of title.

(6)
In noting a security interest upon a certificate of title, the county clerk shall ensure that the certificate of title bears the lienholder's name, mailing address and zip code, the date the lien was noted, the notation number, and the county in which the security interest was noted. The clerk shall obtain the information required by this subsection for notation upon the certificate of title from the title lien statement described in KRS 186A.195 to be provided to the county clerk by the secured party.

(7)
[In lieu of any and all fees prescribed by statute and ]For all the costs incurred in the notation and discharge of a security interest on the certificate of title, the county clerk shall receive the fees prescried in Section 5 of this Act. The fees[ten dollars and fifty cents ($10.50) of which seven dollars and fifty cents ($7.50) shall be retained by the clerk and three dollars ($3) transmitted to the State Treasurer. The fee prescribed by this subsection] shall be paid at the time of submittal of the title lien statement described in KRS 186A.195.

(8)
A copy of the application, certified by the county clerk, indicating the lien will be noted on the certificate of title shall be forwarded to the lienholder.

Section 9.   KRS 142.010 is amended to read as follows:

(1)
The following taxes shall be paid:

(a)
A tax of three dollars and fifty cents ($3.50) on each marriage license;

(b)
A tax of three dollars ($3) on each power of attorney to convey real or personal property;

(c)
A tax of three dollars ($3) on each mortgage, financing statement, or security agreement, or notation of a lien or security interest on a certificate of title;

(d)
A tax of three dollars ($3) on each conveyance of real property; and

(e)
A tax of three dollars ($3) on each lien or conveyance of coal, oil, gas, or other mineral right or privilege.

(2)
The tax imposed by this section shall be collected by each county clerk as a prerequisite to the issuance of a marriage license or the original filing of an instrument subject to the tax. Subsequent assignment of the original instrument shall not be cause for additional taxation under this section. This section shall not be construed to require any tax upon a deed of release of a lien retained in a deed or mortgage.

(3)
Taxes imposed under this section shall be reported and paid to the Revenue Cabinet by each county clerk within ten (10) days following the end of the calendar month in which instruments subject to tax are filed or marriage licenses issued. Each remittance shall be accompanied by a summary report on a form prescribed by the cabinet.

(4)
Any county clerk who violates any of the provisions of this section shall be subject to the uniform civil penalties imposed pursuant to KRS 131.180. In every case, any tax not paid on or before the due date shall bear interest at the tax interest rate as defined in KRS 131.010(6) from the date due until the date of payment.

Section 10.   KRS 355.9-105 is amended to read as follows:

(1)
In this article unless the context otherwise requires:

(a)
"Account debtor" means the person who is obligated on an account, chattel paper or general intangible;

(b)
"Chattel paper" means a writing or writings which evidence both a monetary obligation and a security interest in or a lease of specific goods but a charter or other contract involving the use or hire of a vessel is not chattel paper. When a transaction is evidenced both by such a security agreement or a lease and by an instrument or a series of instruments, the group of writings taken together constitutes chattel paper;

(c)
"Collateral" means the property subject to a security interest, and includes accounts and chattel paper which have been sold;

(d)
"Debtor" means the person who owes payment or other performance of the obligation secured, whether or not he owns or has rights in the collateral, and includes the seller of accounts or chattel paper. Where the debtor and the owner of the collateral are not the same person, the term "debtor" means the owner of the collateral in any provision of the article dealing with the collateral, the obligor in any provision dealing with the obligation, and may include both where the context so requires;

(e)
"Deposit account" means a demand, time, savings, passbook or like account maintained with a bank, savings and loan association, credit union or like organization, other than an account evidenced by a certificate of deposit;

(f)
"Document" means document of title as defined in the general definitions of Article 1 (KRS 355.1-201) and a receipt of the kind described in subsection (2) of KRS 355.7-201;

(g)
"Encumbrance" includes real estate mortgages and other liens on real estate and all other rights in real estate that are not ownership interests;

(h)
"Goods" includes all things which are movable at the time the security interest attaches or which are fixtures (KRS 355.9-313), but does not include money, documents, instruments, investment property, accounts, chattel paper, general intangibles, or minerals or the like (including oil and gas) before extraction. "Goods" also includes standing timber which is to be cut and removed under a conveyance or contract for sale, the unborn young of animals, and growing crops;

(i)
"Identification number" means a distinct alphanumeric designation assigned to a person pursuant to Section 2 of this Act which will be used to index filings related to that person on the system.
(j)
"Instrument" means a negotiable instrument (defined in KRS 355.3-104), or any other writing which evidences a right to the payment of money and is not itself a security agreement or lease and is of a type which is in ordinary course of business transferred by delivery with any necessary indorsement or assignment. The term does not include investment property;

(k)[(j)]
"Mortgage" means a consensual interest created by a real estate mortgage, a trust deed on real estate, or the like;

(l)[(k)]
An advance is made "pursuant to commitment" if the secured party has bound himself to make it, whether or not a subsequent event of default or other event not within his control has relieved or may relieve him from his obligation;

(m)[(l)]
"Security agreement" means an agreement which creates or provides for a security interest;

(n)[(m)]
"Secured party" means a lender, seller or other person in whose favor there is a security interest, including a person to whom accounts or chattel paper have been sold. When the holders of obligations issued under an indenture of trust, equipment trust agreement or the like are represented by a trustee or other person, the representative is the secured party;

(o)
"System" means the Kentucky Lien Information System established pursuant to Section 1 of this Act.

(2)
Other definitions applying to this article and the sections in which they appear are:



"Account." KRS 355.9-106;



"Attach." KRS 355.9-203;



"Commodity contract." KRS 355.9-115;



"Commodity customer." KRS 355.9-115;


`
"Commodity intermediary." KRS 355.9-115;



"Construction mortgage." KRS 355.9-313(1);



"Consumer goods." KRS 355.9-109(1);



"Control." KRS 355.9-115;



"Equipment." KRS 355.9-109(2);



"Farm products." KRS 355.9-109(3);



"Fixture." KRS 355.9-313(1);



"Fixture filing." KRS 355.9-313(1);



"General intangibles." KRS 355.9-106;



"Inventory." KRS 355.9-109(4);



"Investment property." KRS 355.9-115:



"Lien creditor." KRS 355.9-301(3);



"Proceeds." KRS 355.9-306(1);



"Purchase money security interest." KRS 355.9-107;



"United States." KRS 355.9-103.

(3)
The following definitions in other articles apply to this article:



"Broker." KRS 355.8-102;



"Certificated security." KRS 355.8-102;



"Check." KRS 355.3-104;



"Clearing corporation." KRS 355.8-102;



"Contract for sale." KRS 355.2-106;



"Control." KRS 355.8-106;



"Delivery." KRS 355.8-301;



"Entitlement holder." KRS 355.8-102;



"Financial asset." KRS 355.8-102;



"Holder in due course." KRS 355.3-302;



"Note." KRS 355.3-104;



"Sale." KRS 355.2-106;



"Securities intermediary." KRS 355.8-102;



"Security." KRS 355.8-102;



"Security certificate." KRS 355.8-102;



"Security entitlement." KRS 355.8-102;



"Uncertificated security." KRS 355.8-102.

(4)
In addition Article 1 contains general definitions and principles of construction and interpretation applicable throughout this article.

Section 11.   KRS 355.9-401 is amended to read as follows:

(1)
The proper place to file in order to perfect a security interest is as follows:

(a)
Except for equine or interests therein defined in KRS 355.9-109(3), when the collateral is equipment used in farming operations, or farm products, or accounts or general intangibles arising from or relating to the sale of farm products by a farmer, or consumer goods, then in the office of the county clerk in the county of the debtor's residence or if the debtor is not a resident of this state then in the office of the county clerk in the county where the goods are kept, and in addition when the collateral is crops growing or to be grown in the office of the county clerk in the county where the land is located;

(b)
When the collateral is timber to be cut or is minerals or the like (including oil and gas), other than coal, or accounts subject to subsection (5) of KRS 355.9-103, other than accounts arising out of the sale of coal, or when the financing statement is filed as a fixture filing (KRS 355.9-313) and the collateral is goods which are or are to become fixtures, then in the office where a mortgage on the real estate would be filed or recorded, and where they shall be indexed separately from mortgage instruments; and

(c)
In all other cases, if the debtor is a resident of this state in the office of the county clerk in the county of the debtor's residence or, if the debtor is a nonresident of this state, then in the office of the Secretary of State of the Commonwealth of Kentucky. The Secretary of State may collect the same[a] fee received by county clerks pursuant to Section 5 of this Act[of eight dollars ($8)] for each filing in his office under this section.

(2)
A filing which is made in good faith in an improper place or not in all of the places required by this section is nevertheless effective with regard to any collateral as to which the filing complied with the requirements of this article and is also effective with regard to collateral covered by the financing statement against any person who has knowledge of the contents of such financing statement.

(3)
A filing which is made in the proper place in this state continues effective even though the debtor's residence or place of business or the location of the collateral or its use, whichever controlled the original filing, is thereafter changed.

(4)
The rules stated in KRS 355.9-103 determine whether filing is necessary in this state.

(5)
For the purposes of this section:

(a)
An individual debtor for whom filing is controlled by subsection (1)(c) of this section shall be deemed a resident of the county in which the debtor's principal place of business in this state is located. If the debtor does not have a place of business in this state, then the debtor shall be deemed a nonresident for purposes of filing in this state;

(b)
A partnership shall be deemed a resident of the county in which its principal place of business in this state is located. If the debtor does not have a place of business in this state, then the debtor shall be deemed a nonresident for purposes of filing in this state;

(c)
A limited partnership or registered limited liability partnership organized or registered under KRS Chapter 362 shall be deemed a resident of the county in which its office is located, as set forth in its certificate of limited partnership or statement of registered limited liability partnership or most recent amendment thereto filed pursuant to KRS Chapter 362. If such office is not located in this state, the debtor shall be deemed a nonresident for purposes of filing in this state;

(d)
A limited partnership or limited liability partnership not organized under the laws of this state and authorized to do business in this state under KRS Chapter 362 shall be deemed a resident of the county in which the office of its process agent is located, as set forth in the designation or most recent amendment thereto filed with the Secretary of State of the Commonwealth of Kentucky;

(e)
A corporation or limited liability company organized under KRS Chapter 271B, 273,[ or] 274, or 275 shall be deemed a resident of the county in which its registered office is located, as set forth in its most recent corporate filing with the Secretary of State which officially designates its current registered office;

(f)
A corporation or limited liability company not organized under the laws of this state and authorized to transact or do business in this state under KRS Chapter 271B, 273,[ or] 274, or 275 shall be deemed a resident of the county in which its registered office is located, as set forth in its most recent corporate filing with the Secretary of State which officially designates its current registered office;

(g)
A cooperative corporation or association organized under KRS Chapter 272 shall be deemed a resident of the county in which its principal business is transacted, as set forth in its articles of incorporation or most recent amendment thereto filed with the Secretary of State of the Commonwealth of Kentucky;

(h)
A cooperative corporation organized under KRS Chapter 279 shall be deemed a resident of the county in which its principal office is located, as set forth in its articles of incorporation or most recent amendment thereto filed with the Secretary of State of the Commonwealth of Kentucky;

(i)
A business trust organized under KRS Chapter 386 shall be deemed a resident of the county in which its principal place of business is located, as evidenced by the recordation of its declaration of trust in that county pursuant to KRS Chapter 386;

(j)
A credit union organized under KRS Chapter 290 shall be deemed a resident of the county in which its principal place of business is located, as set forth in its articles of incorporation or most recent amendment thereto filed with the Secretary of State of the Commonwealth of Kentucky; and

(k)
Any other organization (defined in KRS 355.1-201) shall be deemed a resident of the county in which its principal place of business in this state is located, except that any limited partnership or corporation not organized under the laws of this state and not authorized to transact or do business in this state shall be deemed a nonresident for purposes of filing in this state. If the organization does not have a place of business in this state, then it shall be deemed a nonresident for purposes of filing in this state.

Section 12.   KRS 355.9-402 is amended to read as follows:

(1)
A financing statement is sufficient if it gives the names of the debtor and the secured party, gives the identification number of the debtor, is signed by the debtor, gives an address of the secured party from which information concerning the security interest may be obtained, gives a mailing address of the debtor and contains a statement indicating the types, or describing the items, of collateral. A financing statement may be filed before a security agreement is made or a security interest otherwise attaches. When the financing statement covers crops growing or to be grown, the statement must also contain a description of the real estate concerned and must describe the production season. If the production season is not described, the financing statement shall be deemed to describe the crops produced in the production season which ends within twelve (12) months after the filing date of the financing statement. A financing statement shall not describe more than one (1) production season. When the financing statement covers timber to be cut or covers minerals or the like (including oil and gas), other than coal, or accounts subject to subsection (5) of KRS 355.9-103, other than accounts arising out of the sale of coal, or when  the financing statement is filed as a fixture filing (KRS 355.9-313) and the collateral is goods which are or are to become fixtures, the statement must also comply with subsection (5). A copy of the security agreement is sufficient as a financing statement if it contains the above information and is signed by the debtor. A carbon, photographic, or other reproduction of a security agreement or a financing statement is sufficient as a financing statement if the security agreement so provides or if the original has been filed in this state or in any other state.

(2)
A financing statement which otherwise complies with subsection (1) of this section is sufficient when it is signed by the secured party instead of the debtor if it is filed to perfect a security interest in:

(a)
Collateral already subject to a security interest in another jurisdiction when it is brought into this state, or when the debtor's location is changed to this state. Such a financing statement must state that the collateral was brought into this state, or that the debtor's location was changed to this state under such circumstances; or

(b)
Proceeds under KRS 355.9-306 if the security interest in the original collateral was perfected. Such a financing statement must describe the original collateral; or

(c)
Collateral as to which the filing has lapsed; or

(d)
Collateral acquired after a change of name, identity or corporate structure of the debtor (subsection (7) of this section).

(3)
A form substantially as follows is sufficient to comply with subsection (1) of this section:


Name of debtor (or assignor) ........................................................................


Name Address ..............................................................................................


Identification Number.................................................................................

Name of secured party (or assignee) .............................................................


Address .......................................................................................................

(a)
This financing statement covers the following types (or items) of property:

(Describe) 
..................................................................................................

(b)
(If collateral is crops) The above described crops are growing or are to be grown on:

(Describe real estate) ...................................................................................

(c)
(If applicable) The above goods are to become fixtures on (or) The above timber is standing on (or) The above minerals or the like (including oil and gas) or accounts will be financed at the wellhead or minehead of the well or mine located on:

(Describe real estate) ...................................................................................


and this financing statement is to be filed in the same office as the real estate records. (If the debtor does not have an interest of record) The name of a record owner is ..................................................................................

(d)
(If products of collateral are claimed) Products of the collateral are also covered.

Signature of debtor (or assignor) ...................................................................

Signature of secured party (or assignee) ........................................................

(4)
A financing statement may be amended by filing a writing signed by both the debtor and the secured party and setting forth the debtor's identification number. An amendment does not extend the period of effectiveness of a financing statement. If any amendment adds collateral, it is effective as to the added collateral only from the filing date of the amendment. In this article, unless the context otherwise requires, the term "financing statement" means the original financing statement and any amendments.

(5)
A financing statement covering timber to be cut or covering minerals or the like (including oil and gas), other than coal, or accounts subject to subsection (5) of KRS 355.9-103, other than accounts arising out of the sale of coal, or a financing statement filed as a fixture filing (KRS 355.9-313), must show that it covers this type of collateral, must recite that it is to be filed in the same office as the real estate records, and the financing statement must contain a description of the real estate. If the debtor does not have an interest of record in the real estate, the financing statement must show the name of a record owner.

(6)
A mortgage is effective as a financing statement filed as a fixture filing from the date of its recording if:

(a)
The goods are described in the mortgage by item or type;

(b)
The goods are or are to become fixtures related to the real estate described in the mortgage;

(c)
The mortgage complies with the requirements for a financing statement in this section other than a recital that it is to be filed in the real estate records; and

(d)
The mortgage is duly recorded.


No fee with reference to the financing statement is required other than the regular recording and satisfaction fees with respect to the mortgage.

(7)
A financing statement sufficiently shows the name of the debtor if it gives the individual, partnership, or corporate name of the debtor, whether or not it adds other trade names or the names of partners.  Where the debtor so changes his name or in the case of an organization its name, identity, or corporate structure that a filed financing statement becomes seriously misleading, the filing is not effective to perfect a security interest in collateral acquired by the debtor more than four (4) months after the debtor notifies the secured party in writing of the change, unless a new appropriate financing statement is filed before the expiration of that time. A filed financing statement remains effective with respect to collateral transferred by the debtor even though the secured party knows of or consents to the transfer.

(8)
A financing statement substantially complying with the requirements of this section is effective even though it contains minor errors which are not seriously misleading.

Section 13.   KRS 355.9-403 is amended to read as follows:

(1)
Presentation for filing of a financing statement and tender of the filing fee or acceptance of the statement by the filing officer constitutes filing under this article.

(2)
Except as provided in subsection (6) of this section a filed financing statement is effective for a period of five (5) years from the date of filing. The effectiveness of a filed financing statement lapses on the expiration of the five (5) year period unless a continuation statement is filed prior to the lapse. If a security interest perfected by filing exists at the time insolvency proceedings are commenced by or against the debtor, the security interest remains perfected until termination of the insolvency proceedings and thereafter for a period of sixty (60) days or until expiration of the five (5) year period, whichever occurs later. Upon lapse the security interest becomes unperfected, unless it is perfected without filing.  If the security interest becomes unperfected upon lapse, it is deemed to have been unperfected as against a person who became a purchaser or lien creditor before lapse.

(3)
A continuation statement may be filed by the secured party within six (6) months prior to the expiration of the five (5) year period specified in subsection (2) of this section. Any such continuation statement must be signed by the secured party, give the identification number of the debtor, identify the original statement by file number and date filed, and state that the original statement is still effective. A continuation statement signed by a person other than the secured party of record must be accompanied by a separate written statement of assignment signed by the secured party of record and complying with subsection (2) of KRS 355.9-405, including payment of the required fee. Upon timely filing of the continuation statement, the effectiveness of the original statement is continued for five (5) years after the last date to which the filing was effective whereupon it lapses in the same manner as provided in subsection (2) of this section unless another continuation statement is filed prior to such lapse. Succeeding continuation statements may be filed in the same manner to continue the effectiveness of the original statement. Unless a statute on disposition of public records provides otherwise, the filing officer may remove a lapsed statement from the files and destroy it immediately if he has retained a microfilm or other photographic record, or in other cases after one (1) year after the lapse.  The filing officer shall so arrange matters by physical annexation of financing statements to continuation statements or other related[relating] filings, or by other means, that if he physically destroys the financing statements of a period more than five (5) years past, those which have been continued by a continuation statement or which are still effective under subsection (6) of this section shall be retained.

(4)
Except as provided in subsection (7) of this section a filing officer shall mark each statement with a file number and with the date and hour of filing and shall hold the statement or a microfilm or other photographic copy thereof for public inspection. In addition the filing officer shall:

(a)
Index the statements according to the name of the debtor and shall note in the index the file number and the address of the debtor given in the statement; and

(b)
Promptly transmit, within the time and in the manner prescribed by administrative regulations promulgated by the Secretary of State, the information contained in the statement, together with the date and time of filing and file number thereof, to the office of the Secretary of State for inclusion in the master index created under the system.
(5)
The uniform fee for filing and indexing an original or a continuation statement shall be as provided for in KRS 64.012. This fee includes the fee for filing and indexing a termination statement and for sending or delivering the terminated instrument and financing statement.

(6)
A real estate mortgage which is effective as a fixture filing under subsection (6) of KRS 355.9-402 remains effective as a fixture filing until the mortgage is released or satisfied of record or its effectiveness otherwise terminates as to the real estate.

(7)
When a financing statement covers timber to be cut or covers minerals or the like (including oil and gas), other than coal, or accounts subject to subsection (5) of KRS 355.9-103, other than accounts arising out of the sale of coal, or is filed as a fixture filing, the filing officer shall index it under the names of the debtor and any owner of record shown on the financing statement in the same fashion as if they were the mortgagors in a mortgage of the real estate described, and, to the extent that the law of this state provides for indexing of mortgages under the name of the mortgagee, under the name of the secured party as if he were the mortgagee thereunder, or where indexing is by description in the same fashion as if the financing  statement were a mortgage of the real estate described.

Section 14.   KRS 355.9-404 is amended to read as follows:

(1)
When[Whenever] there is no outstanding secured obligation and no commitment to make advances, incur obligations, or otherwise give value, the secured party must on written demand by the debtor send the debtor, for each filing officer with whom the financing statement was filed, a termination statement to the effect that he no longer claims a security interest under the financing statement, and identify the original statement by file number and date filed. The termination statement shall contain a place for the debtor to enter the debtor's identification number which the debtor shall be required to complete, or verify the accuracy of if completed by the secured party, prior to filing. A termination statement signed by a person other than the secured party of record must be accompanied by a separate written statement of assignment signed by the secured party of record and complying with subsection (2) of KRS 355.9-405, including payment of the required fee. The uniform fee for filing and indexing such an assignment or statement thereof shall be as provided in Section 5 of this Act[three dollars ($3)]. If the affected secured party fails to file such termination statement as required by this subsection, or to send such a termination statement within ten (10) days after proper demand therefor he shall be liable to the debtor for one hundred dollars ($100), and in addition for any loss caused to the debtor by such failure.

(2)
In the absence of a demand by the debtor for a statement of termination, and within fifteen (15) days after a secured transaction evidenced by record in the county clerk's or Secretary of State's office has terminated, the secured party must file with each filing officer with whom the financing statement was filed a termination statement to the effect that he no longer claims a security interest under the financing statement or other instrument, which shall be identified by file number and date filed and which shall give the identification number of the debtor. If the actual secured party willfully fails to send such a termination statement within fifteen (15) days after he no longer claims a security interest, he shall be liable to the debtor for twenty-five dollars ($25), and in addition for any loss caused to the debtor by such failure.

(3)
(a)
On presentation to the filing officer of such a termination statement he shall:[must]

1.
Note it in the index; and

2.
Promptly transmit, within the time and in the manner prescribed by administrative regulations promulgated by the Secretary of State, the information contained in the termination statement, together with the date and time of filing and the file number thereof, to the office of the Secretary of State for inclusion in the master index created under the system. 

(b)
If he has received the termination statement in duplicate, he shall return one (1) copy of the termination statement to the secured party stamped to show the time of receipt thereof.  Whenever a statement required under this chapter need be sent to a party to the transaction by the filing officer, it shall be sufficient for the filing officer to send the statement to the party entitled to receive it, at his last known address. If the filing officer has a microfilm or other photographic record of the financing statement, and of any related continuation statement, statement of assignment, and statement of release, he may remove the originals from the files at any time after receipt of the termination statement, or if he has no such record, he may remove them from the files at any time after one (1) year after receipt of the termination statement.

(4)
The uniform fee for filing and indexing a termination statement for any financing statement filed prior to July 1, 1966 for which a termination fee was not paid when the financing statement was filed and for sending or delivering the terminated instrument and for sending or delivering the financing statement shall be as provided in Section 5 of this Act[seventy-five cents ($0.75)].

Section 15.   KRS 355.9-405 is amended to read as follows:

(1)
(a)
A financing statement may disclose an assignment of a security interest in the collateral described in the financing statement by indication in the financing statement of the name and address of the assignee or by an assignment itself or a copy thereof on the face or back of the statement. On presentation to the filing officer of such a financing statement the filing officer shall:

1.
Mark the same as provided in KRS 355.9-403(4); and

2.
Promptly transmit, within the time and in the manner prescribed by administrative regulations promulgated by the Secretary of State, the information contained in the termination statement, together with the date and time of filing and the file number thereof, to the office of the Secretary of State for inclusion in the master index created under the system. 

(b)
The uniform fee for filing and indexing a financing statement so indicating an assignment shall be as provided in KRS 64.012.

(2)
(a)
A secured party may assign of record all or a part of his rights under a financing statement by the filing in the place where the original financing statement was filed of a separate written statement of assignment signed by the secured party of record and setting forth the name of the secured party of record and the debtor, the identification number of the debtor, the file number and the date of filing of the financing statement, and the name and address of the assignee and containing a description of the collateral assigned. A copy of the assignment is sufficient as a separate statement if it complies with the preceding sentence. On presentation to the filing officer of such a separate statement, the filing officer shall:

1.
Mark the[such] separate statement with the date and hour of filing; and

2.
Promptly transmit, within the time and in the manner prescribed by administrative regulations promulgated by the Secretary of State, the information contained in the termination statement, together with the date and time of filing and the file number thereof, to the office of the Secretary of State for inclusion in the master index created under the system.

(b)
He shall note the assignment on the index of the financing statement, or in the case of a fixture filing, or a filing covering timber to be cut, or covering minerals or the like (including oil and gas), other than coal, or accounts subject to subsection (5) of KRS 355.9-103, other than accounts arising out of the sale of coal, he shall index the assignment under the name of the assignor as grantor and, to the extent that the law of this state provides for indexing the assignment of a mortgage under the name of the assignee, he shall index the assignment of the financing statement under the name of the assignee. The uniform fee for filing and indexing such a separate statement of assignment shall be as provided in KRS 64.012. Notwithstanding the provisions of this subsection, an assignment of record of a security interest in a fixture contained in a mortgage effective as a fixture filing (subsection (6) of KRS 355.9-402) may be made only by an assignment of the mortgage in the manner provided by the law of this state other than this chapter.

(3)
After the disclosure or filing of an assignment under this section, the assignee is the secured party of record.

Section 16.   KRS 355.9-406 is amended to read as follows:

A secured party of record may by his signed statement release all or a part of any collateral described in a filed financing statement. The statement of release is sufficient if it contains a description of the collateral being released, the name and address of the debtor, the identification number of the debtor, the name and address of the secured party, and the file number of the financing statement. A statement of release signed by a person other than the secured party of record must be accompanied by a separate written statement of assignment signed by the secured party of record and complying with subsection (2) of KRS 355.9-405, including payment of the required fee. Upon presentation of such a statement of release to the filing officer he shall mark the statement with the hour and date of filing;[ and] shall note the same upon the margin of the index of the filing of the financing statement; and shall promptly transmit, within the time and in the manner prescribed by administrative regulations promulgated by the Secretary of State, the information contained in the termination statement, together with the date and time of filing and the file number thereof, to the office of the Secretary of State for inclusion in the master index created under the system. The uniform fee for filing and noting[ such] a statement of release shall be as provided for in KRS 64.012.

Section 17.   KRS 355.9-407 is amended to read as follows:

(1)
If the person filing any financing statement, termination statement, statement of assignment, or statement of release, furnishes the filing officer a copy thereof, the filing officer shall upon request note upon the copy the file number and date and hour of the filing of the original and deliver or send the copy to the[such] person.

(2)
Upon request of any person, the filing officer shall issue his certificate showing whether there is on file on the date and hour stated therein, any presently effective financing statement naming a particular debtor and any statement of assignment thereof and if there is, giving the date and hour of filing of each[ such] statement and the names and addresses of each secured party therein. Upon request the filing officer shall furnish a certified copy of any filed financing statement or statement of assignment.

(3)
Upon the request of any person, a county clerk or the Secretary of State shall conduct a search of the master index for any effective financing statements, lien notations, statements of assignment, continuation statements, releases, termination statements, and other statements filed pursuant to 26 U.S.C. Sec. 6323, KRS Chapter 134, and Article 9 of KRS Chapter 355, with respect to a specified debtor. The officer shall report his findings as of a specified date and hour by issuing a certificate listing the file number, date, hour, and filing location of each filing and the names and addresses of each secured party, lessor, or consignor therein. The certificate shall contain the following disclaimer: "This is an information system. The Secretary of State, by furnishing this information, makes no warranty or representation that the information is correct or complete. Any party obtaining information from this system shall be on notice  to examine the individual filings for any legal reliance." The fee for this search shall be fixed by administrative regulation promulgated by the Secretary of State based upon the actual costs of conducting the search and delivering the results thereof, but the fee shall not exceed ten dollars ($10) per search.

(4)
Neither the county clerk, Secretary of State,[filing officer] nor any of their employees[employee of the filing officer] shall be personally liable for any damages which may arise due to information furnished pursuant to this section which is subsequently shown to be inaccurate.

SECTION 18.   A NEW SECTION OF PART 4 OF ARTICLE 9 OF KRS CHAPTER 355 IS CREATED TO READ AS FOLLOWS:

(1)
Any financing statement, amendment of a financing statement, continuation statement, termination statement, statement of assignment, statement of release, or other filing made pursuant to this article is effective even though it lists an incorrect identification number for the debtor if, prior to filing, the secured party obtained from the debtor a signed written declaration stating the debtor's identification number.

(2)
Except as provided in subsection (3) of this section or until the secured party receives a new declaration which complies with subsection (1) of this section, a secured party may rely upon its receipt of a declaration from a debtor of the debtor's identification number for all subsequent filings made with respect to the debtor.

(3)
A secured party may not rely upon its receipt of a declaration from the debtor providing an identification number if the secured party had actual knowledge that the identification number given was incorrect and listed the incorrect identification number in the financing statement for the purpose of misleading other creditors.

(4)
To the extent that Part 4 of this article requires that any financing statement, amendment of a financing statement, continuation statement, termination statement, statement of assignment, statement of release, or other filing made pursuant to this article contain an identification number, no filing shall be insufficient for purposes of this article as a result of any typographical or clerical error in setting forth the identification number if the error is not seriously misleading.

(5)
A filing office shall not accept for filing any financing statement, amendment of a financing statement, continuation statement, termination statement, statement of assignment, or statement of release that does not contain the debtor's identification number. However, if a filing officer accepts any amendment of a financing statement, continuation statement, termination statement, statement of assignment, or statement of release that does not contain the debtor's identification number, it shall nevertheless be effective if it complies with the other requirements of this article.

Section 19.   KRS 382.480 is amended to read as follows:

(1)
Notices of tax liens payable to the United States and certificates discharging such liens shall be filed by the collector of internal revenue, in duplicate, in the office of the county clerk of each county within which the property subject to the lien is located for entry in the Kentucky Lien Information System established pursuant to Section 1 of this Act.

(2)
When a notice of a federal tax lien is filed, the county clerk shall forthwith enter the same in the Kentucky Lien Information System and in an alphabetical federal tax lien index, showing on one (1) line the name and residence of the taxpayer named in the notice, the collector's serial number of such notice, the date and hour of filing, and the amount of tax and penalties. He shall endorse on both the original and duplicate copies of the notice the date and hour of filing and shall mail the duplicate to the collector of internal revenue from whom received. The county clerk shall file and keep all original notices so filed, in numerical order, in a file designated "Federal Tax Lien Notices," or in the encumbrance book.

(3)
Notices of all other liens payable to the United States, including, but not limited to environmental protection liens, and certificates discharging such liens shall be filed, in duplicate, in the office of the county clerk of each county within which the property subject to the lien is located for entry in the Kentucky Lien Information System established pursuant to Section 1 of this Act.

(4)
When a notice of a federal lien as provided by subsection (3) of this section is filed, the county clerk shall:

(a)
Forthwith enter the same in an alphabetical federal lien index, showing on one (1) line the name and residence of the property owner named in the notice, identifying the specific lien holder, the date and hour of filing, and the amount of the lien; and
(b)
Promptly transmit, within the time and in the manner prescribed by administrative regulations promulgated by the Secretary of State, the information contained in the notice, together with the date and time of filing and the file number thereof, to the office of the Secretary of State for inclusion in the master index created under the system.


The county clerk[ He] shall indorse on both the original and duplicate copies of the notice the date and hour of filing and shall mail the duplicate to the lien holder from whom received. The county clerk shall file and keep all original notices so filed, in numerical order, in a file designated "Federal Lien Notices," or in the encumbrance book.

(5)
After December 31, 1999, filing a federal lien as provided by this section shall not be considered to be completed or effective until the notice of the tax lien has been filed with the county clerk of the appropriate county and properly included in the master index created under the Kentucky Lien Information System established pursuant to Section 1 of this Act.
Section 20.   KRS 355.2A-103 is amended to read as follows:

(1)
In this article unless the context otherwise requires:

(a)
"Buyer in ordinary course of business" means a person who in good faith and without knowledge that the sale to him is in violation of the ownership rights or security interest or leasehold interest of a third party in the goods, buys in ordinary course from a person in the business of selling goods of that kind but does not include a pawnbroker. "Buying" may be for cash or by exchange of other property or on secured or unsecured credit and includes receiving goods or documents of title under a pre-existing contract for sale but does not include a transfer in bulk or as security for or in total or partial satisfaction of a money debt.

(b)
"Cancellation" occurs when either party puts an end to the lease contract for default by the other party.

(c)
"Commercial unit" means such a unit of goods as by commercial usage is a single whole for purposes of lease and division of which materially impairs its character or value on the market or in use. A commercial unit may be a single article, as a machine, or a set of articles, as a suite of furniture or a line of machinery, or a quantity, as a gross or carload, or any other unit treated in use or in the relevant market as a single whole.

(d)
"Conforming" goods or performance under a lease contract means goods or performance that are in accordance with the obligations under the lease contract.

(e)
"Consumer lease" means a lease that a lessor regularly engaged in the business of leasing or selling makes to a lessee who is an individual and who takes under the lease primarily for a personal, family, or household purpose.

(f)
"Fault" means wrongful act, omission, breach, or default.

(g)
"Finance lease" means a lease with respect to which:

1.
The lessor does not select, manufacture, or supply the goods;

2.
The lessor acquires the goods or the right to possession and use of the goods in connection with the lease; and

3.
One of the following occurs:

a.
The lessee receives a copy of the contract by which the lessor acquired the goods or the right to possession and use of the goods before signing the lease contract;

b.
The lessee's approval of the contract by which the lessor acquired the goods or the right to possession and use of the goods is a condition to effectiveness of the lease contract;

c.
The lessee, before signing the lease contract, receives an accurate and complete statement designating the promises and warranties, and any disclaimers of warranties, limitations or modifications of remedies, or liquidated damages, including those of a third party, such as the manufacturer of the goods, provided to the lessor by the person supplying the goods in connection with or as part of the contract by which the lessor acquired the goods or the right to possession and use of the goods; or

d.
If the lease is not a consumer lease, the lessor, before the lessee signs the lease contract, informs the lessee in writing (a) of the identity of the person supplying the goods to the lessor, unless the lessee has selected that person and directed the lessor to acquire the goods or the right to possession and use of the goods from that person, (b) that the lessee is entitled under this article to the promises and warranties, including those of any third party, provided to the lessor by the person supplying the goods in connection with or as part of the contract by which the lessor acquired the goods or the right to possession and use of the goods, and (c) that the lessee may communicate with the person supplying the goods to the lessor and receive an accurate and complete statement of those promises and warranties, including any disclaimers and limitations of them or of remedies.

(h)
"Goods" means all things that are movable at the time of identification to the lease contract, or are fixtures (KRS 355.2A-309), but the term does not include money, documents, instruments, accounts, chattel paper, general intangibles, or minerals or the like, including oil and gas, before extraction. The term also includes the unborn young of animals.

(i)
"Installment lease contract" means a lease contract that authorizes or requires the delivery of goods in separate lots to be separately accepted, even though the lease contract contains a clause "each delivery is a separate lease" or its equivalent.

(j)
"Lease" means a transfer of the right to possession and use of goods for a term in return for consideration, but a sale, including a sale on approval or a sale or return, or retention or creation of a security interest is not a lease. Unless the context clearly indicates otherwise, the term includes a sublease.

(k)
"Lease agreement" means the bargain, with respect to the lease, of the lessor and the lessee in fact as found in their language or by implication from other circumstances including course of dealing or usage of trade or course of performance as provided in this article. Unless the context clearly indicates otherwise, the term includes a sublease agreement.

(1)
"Lease contract" means the total legal obligation that results from the lease agreement as affected by this article and any other applicable rules of law. Unless the context clearly indicates otherwise, the term includes a sublease contract.

(m)
"Leasehold interest" means the interest of the lessor or the lessee under a lease contract.

(n)
"Lessee" means a person who acquires the right to possession and use of goods under a lease. Unless the context clearly indicates otherwise, the term includes a sublessee.

(o)
"Lessee in ordinary course of business" means a person who in good faith and without knowledge that the lease to him is in violation of the ownership rights or security interest or leasehold interest of a third party in the goods leases in ordinary course from a person in the business of selling or leasing goods of that kind but does not include a pawnbroker. "Leasing" may be for cash or by exchange of other property or on secured or unsecured credit and includes receiving goods or documents of title under a pre-existing lease contract but does not include a transfer in bulk or as security for or in total or partial satisfaction of a money debt.

(p)
"Lessor" means a person who transfers the right to possession and use of goods under a lease. Unless the context clearly indicates otherwise, the term includes a sublessor.

(q)
"Lessor's residual interest" means the lessor's interest in the goods after expiration, termination, or cancellation of the lease contract.

(r)
"Lien" means a charge against or interest in goods to secure payment of a debt or performance of an obligation, but the term does not include a security interest.

(s)
"Lot" means a parcel or a single article that is the subject matter of a separate lease or delivery, whether or not it is sufficient to perform the lease contract.

(t)
"Merchant lessee" means a lessee that is a merchant with respect to goods of the kind subject to the lease.

(u)
"Present value" means the amount as of a date certain of one (1) or more sums payable in the future, discounted to the date certain. The discount is determined by the interest rate specified by the parties if the rate was not manifestly unreasonable at the time the transaction was entered into; otherwise, the discount is determined by a commercially reasonable rate that takes into account the facts and circumstances of each case at the time the transaction was entered into.

(v)
"Purchase" includes taking by sale, lease, mortgage, security interest, pledge, gift, or any other voluntary transaction creating an interest in goods.

(w)
"Sublease" means a lease of goods the right to possession and use of which was acquired by the lessor as a lessee under an existing lease.

(x)
"Supplier" means a person from whom a lessor buys or leases goods to be leased under a finance lease.

(y)
"Supply contract" means a contract under which a lessor buys or leases goods to be leased.

(z)
"Termination" occurs when either party pursuant to a power created by agreement or law puts an end to the lease contract otherwise than for default.

(2)
Other definitions applying to this article and the sections in which they appear are:



"Accessions." Subsection (1) of KRS 355.2A-310.



"Construction mortgage." Subsection (1)(d) of KRS 355.2A-309.



"Encumbrance." Subsection (1)(e) of KRS 355.2A-309.



"Fixtures."Subsection (1)(a) of KRS 355.2A-309.



"Fixture filing." Subsection (1)(b) of KRS 355.2A-309.



"Purchase money lease." Subsection (1)(c) of KRS 355.2A-309.

(3)
The following definitions in other articles apply to this article:



"Account." KRS 355.9-106.



"Between merchants." KRS 355.2-104(3).



"Buyer." KRS 355.2-103(1)(a).



"Chattel paper." KRS 355.9-105(1)(b).



"Consumer goods." KRS 355.9-109(1).



"Document." KRS 355.9-105(1)(f).



"Entrusting." KRS 355.2-403(3).



"General intangibles." KRS 355.9-106.



"Good faith." KRS 355.2-103(1)(b).



"Instrument." KRS 355.9-105(1)(j)[(i)].



"Merchant." KRS 355.2-104(1).



"Mortgage." KRS 355.9-105(1)(k)[(j)].



"Pursuant to commitment." KRS 355.9-105(1)(l)[(k)].



"Receipt." KRS 355.2-103(1)(c).



"Sale." KRS 355.2-106(1).



"Sale on approval." KRS 355.2-326.



"Sale or return." KRS 355.2-326.



"Seller." KRS 355.2-103(1)(d).

(4)
In addition Article 1 contains general definitions and principles of construction and interpretation applicable throughout this article.

Section 21.   Whereas the purposes of Sections 1 to 9 and 11 of this Act include the creation of a trust fund to pay for the cost of the Kentucky Lien Information System, and it is the desire of the General Assembly to begin accumulating funds for this trust fund at the start of the 1996-1997 fiscal year, an emergency is declared to exist and Sections 1 to 9 and 11 of this Act take effect on July 1, 1998.

Section 22.   Section 10, and Sections 12 to 20 of this Act take effect on January 1, 2000.
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