Inadvertently Released Mortgage Retains Priority: Bank erroneously filed a release of lien. The lien encumbered only part of mortgagor's premises. The bank did not discover this mistake until after other mortgagees had perfected liens on the entire premises. The bank attempted to obtain subordinations from the other mortgagees but was unsuccessful. The bank went ahead with a new mortgage, however, the new mortgage encumbered all of mortgagor's premises. Thereafter, bank had to foreclose. A mortgagee appealed an order that subordinated her lien (covered entire premises) to the subsequently filed bank lien that covered the entire premises. The appellate court reversed, reasoning that the bank's security interest was not extinguished by the erroneous discharge because the underlying debt was not actually paid. The bank did not lose its priority (as to the lots covered by the original mortgage) because it had an unrecorded, equitable lien. However, the appellant's lien had priority as to the lots not in covered in the bank's original mortgage. Citibank, N.A. v Kenny 2004 NY Slip Op 06313 (Appellate Division, Second Dept., August 9, 2004)
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