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ARTI CLE 2

SALES

PART 1

SHORT TI TLE, GENERAL CONSTRUCTI ON AND SUBJECT MATTER

2-101. Short Title.

This Article shall be known and may be cited as Uniform
Commerci al Code -- Sal es.

2-102. Scope; Certain Security and O her Transactions
Excl uded From This Article.

Unl ess the context otherwise requires, this Article applies

to transactions in goods; it does not apply to any transaction
whi ch al though in the form of an unconditional contract to sel

or present sale is intended to operate only as a security
transaction nor does this Article inpair or repeal any statute
regul ating sales to consuners, farmers or other specified classes
of buyers.

2-103. Definitions and I ndex of Definitions.
(1) In this Article unless the context otherw se requires

(a) "Buyer" neans a person who buys or contracts to buy
goods.

(b) "Good faith" in the case of a nerchant neans honesty in
fact and the observance of reasonabl e conmercial standards of
fair dealing in the trade.

(c) "Receipt" of goods neans taking physical possession of
t hem

(d) "Seller" nmeans a person who sells or contracts to sel
goods.

(2) Oher definitions applying to this Article or to
specified Parts thereof, and the sections in which they appear
ar e:

"Accept ance”. Section 2-606.
"Banker's credit". Secti on 2-325.
"Bet ween nerchants". Section 2-104.

"Cancel l ation". Section 2-106(4).

"Comrercial unit". Secti on 2-105.
"Confirnmed credit". Secti on 2-325.
"Conformng to contract”. Section 2-106.

"Contract for sale". Section 2-106.
"Cover". Section 2-712.
"Entrusting". Section 2-403.

"Fi nanci ng agency". Section 2-104.



"Future goods". Section 2-105.

" Goods" . Section 2-105.
"ldentification".Section 2-501.
"Instal | ment contract". Section 2-612.
"Letter of Credit". Section 2-325.
"Lot". Section 2-105.

"Merchant". Section 2-104.

"Overseas". Section 2-323.

"Person in position
of seller”. Section 2-707.

"Present sale". Section 2-106.

"Sal e". Section 2-106.

"Sal e on approval ". Section 2-326.
"Sal e or return". Section 2-326.
"Term nation". Section 2-106.

(3) The following definitions in other Articles apply to
this Article:

"Check" . Section 3-104.
"Consi gnee". Section 7-102.
"Consignor". Section 7-102.
"Consunmer Goods". Section 9-109,
"Di shonor". Section 3-507.
"Draft". Section 3-104

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

2-104. Definitions: "Merchant"; "Between Merchants";
"Fi nanci ng Agency".

(1) "Merchant" nmeans a person who deals in goods of the

kind or otherwi se by his occupation holds out as having know edge
or skill peculiar to the practices or goods involved in the
transaction or to whom such know edge or skill may be attri buted
by his enpl oynent of an agent or broker or other intermediary who
by his occupation holds hinself out as having such know edge or
skill.

(2) "Financing agency" neans a bank, finance conpany or

ot her person who in the ordinary course of business nakes
advances agai nst goods or docunents of title or who by
arrangenent with either the seller or the buyer intervenes in



ordinary course to nmake or collect paynent due or clainmed under
the contract for sale, as by purchasing or paying the seller's
draft or maki ng advances against it or by nerely taking it for
col l ecti on whether or not docunments of title acconpany the draft.
"Fi nanci ng agency" includes al so a bank or ot her person who
simlarly intervenes between persons who are in the position of
Sel l er and buyer in respect to the goods (Section 2-707).

(3) "Between nerchants” means in any transaction with
respect to which both parties are chargeable with the know edge
or skill of nerchants.

/* There frequently being differences between the rights and
duties

of selling to nmerchants or between nerchants as conpared with
selling to consuners. */

2-105. Definitions: Transferability; "Goods"; "Future" Goods;
"Lot"; "Commercial Unit".

(1) "Goods" neans all things (including specially

manuf act ured goods) which are novable at the tinme of
identification to the contract for sale other than the noney in
which the price is to be paid, investnent securities (Article 8)
and things in action. "Goods" also includes the unborn young of
ani mal s and growi ng crops and other identified things attached to
realty as described in the Section on goods to be severed from
realty (Section 2-107).

(2) Goods nust be both existing and identified before any
interest in them can pass. Goods which are not both existing and
identified are "future"” goods. A purported present sale of future
goods or of any interest therein operates as a contract to sell.

(3) There nmay be a sale of a part interest in existing
i dentified goods.

(4) An undivided share in an identified bulk of fungible

goods is sufficiently identified to be sold although the quantity
of the bulk is not determ ned. Any agreed proportion of such a
bul k or any quantity thereof agreed upon by nunber, weight or

ot her measure may to the extent of the seller's interest in the
bul k be sold to the buyer who then becones an owner in conmon.

(5) "lot" neans a parcel or a single article which is the
subject matter of a separate sale or delivery, whether or not it
is sufficient to performthe contract.

(6) "Commercial unit" means such a unit of goods as by
commerci al usage is a single whole for purposes of sale and

di vision of which materially inmpairs its character or val ue on
the market or in use. A commercial unit my be a single article
(as a machine) or a set of articles (as a suite of furniture or
an assortnent of sizes) or a quantity (as a bale, gross, or

carl oad) or any other unit treated in use or in the rel evant
mar ket as a single whol e.

2-106. Definitions: "Contract™; "Agreenment"; "Contract for
Sal e"; "Sale"; "Present Sale"; "Conformng" to Contract;
"Term nation"; "Cancellation”

(1) In this Article unless the context otherw se requires



"contract” and "agreenent” are limted to those relating to the
present or future sale of goods. "Contract for sale" includes
both a present sale of goods and a contract to sell goods at a
future tine. A "sale" consists in the passing of title fromthe
seller to the buyer for a price (Section 2-401). A "present sale
means a sal e which is acconplished by the nmaki ng of the contract.

(2) Goods or conduct including any part of a performance
are "conform ng" or conformto the contract when they are in
accordance with the obligations under the contract.

(3) "Term nation"” occurs when either party pursuant to a

power created by agreenent or |law puts an end to the contract
ot herwi se than for its breach. On "term nation” all obligations
whi ch are still executory on both sides are discharged but any
ri ght based on prior breach or perfornmance survives.

(4) "Cancellation" occurs when either party puts an end to

the contract for breach by the other and its effect is the sane
as that of "term nation" except that the cancelling party al so
retains any renmedy for breach of the whole contract or any
unper f or med bal ance.

2-107. Goods to Be Severed From Realty: Recording.

(1) A contract for the sale of mnerals or the |ike

(including oil and gas) or a structure or its nmaterials to be
renoved fromrealty is a contract for the sale of goods within
this Article if they are to be severed by the seller but until
severance a purported present sale thereof which is not effective
as a transfer of an interest in land is effective only as a
contract to sell

(2) A contract for the sale apart fromthe | and of grow ng

crops or other things attached to realty and capabl e of severance
Wi t hout material harmthereto but not described in subsection (1)
or of tinmber to be cut is a contract for the sale of goods within
this Article whether the subject matter is to be severed by the
buyer or by the seller even though it forns part of the realty at
the time of contracting, and the parties can by identification
effect a present sal e before severance.

(3) The provisions of this section are subject to any third
party rights provided by the lawrelating to realty records, and
the contract for sale nay be executed and recorded as a docunent
transferring an interest in land and shall then constitute notice
to third parties of the buyer's rights under the contract for

sal e.

PART 2
FORM FORVATI ON AND READJUSTMENT OF CONTRACT

2-201. Formal Requirenents; Statute of Frauds.

(1) Except as otherwi se provided in this section a contract

for the sale of goods for the price of $500 or nore is not

enf orceabl e by way of action or defense unless there is sone
writing sufficient to indicate that a contract for sale has been
made between the parties and signed by the party agai nst whom
enforcenent is sought or by his authorized agent or broker. A
writing is not insufficient because it omts or incorrectly



states a term agreed upon but the contract is not enforceable
under this paragraph beyond the quantity of goods shown in such
Wri ting.

(2) Between nerchants if within a reasonable tinme a witing

in confirmation of the contract and sufficient against the sender
is received and the party receiving it has reason to know its
contents, it satisfies the requirenents of subsection (1) agai nst
such party unless witten notice of objection to its contents is
given within 10 days after it is received.

(3) A contract which does not satisfy the requirenents of
subsection (1) but which is valid in other respects is
enf or ceabl e

(a) if the goods are to be specially manufactured for the

buyer and are not suitable for sale to others in the ordinary
course of the seller's business and the seller, before notice of
repudi ation is received and under circunstances which reasonably
i ndicate that the goods are for the buyer, has nmade either a
substanti al begi nning of their manufacture or conmtnents for
their procurenent; or

(b) if the party agai nst whom enforcenent is sought admts

in his pleading, testinony or otherwise in court that a contract
for sale was nmade, but the contract is not enforceable under this
provi si on beyond the quantity of goods admitted; or

(c) wth respect to goods for which paynent has been made
and accepted or which have been received and accepted (Section 2-
606) .

2-202. Final Witten Expression: Parol or Extrinsic Evidence.

Terms with respect to which the confirmatory nmenoranda of

the parties agree or which are otherwi se set forth in a witing
i ntended by the parties as a final expression of their agreenent
Wi th respect to such terns as are included therein may not be
contradi cted by evidence of any prior agreenment or of a

cont enpor aneous oral agreenent but nay be explained or

suppl enent ed

(a) by course of dealing or usage of trade (Section 1-205)
or by course of performance (Section 2-208); and

(b) by evidence of consistent additional ternms unless the
court finds the witing to have been intended al so as a conpl ete
and excl usive statenment of the terns of the agreenent

2-203. Seal s | noperative.

The affixing of a seal to a witing evidencing a contract

for sale or an offer to buy or sell goods does not constitute the
writing a sealed instrunent and the law with respect to seal ed

i nstrunments does not apply to such a contract or offer.

2-204. Formation in General.

(1) A contract for sale of goods may be made in any nmanner
sufficient to show agreenent, including conduct by both parties
whi ch recogni zes the exi stence of such a contract.

(2) An agreenent sufficient to constitute a contract for

sal e may be found even though the nonment of its naking is
undet er m ned.



(3) Even though one or nore terns are | eft open a contract
for sale does not fail for indefiniteness if the parties have
i ntended to nmake a contract and there is a reasonably certain
basis for giving an appropriate renedy.

2-205. FirmOfers.

An offer by a nmerchant to buy or sell goods in a signed

writing which by its terns gives assurance that it will be held
open is not revocable, for lack of consideration, during the tine
stated or if notinme is stated for a reasonable time, but in no
event may such period of irrevocability exceed three nonths; hut
any such term of assurance on a form supplied by the offeree nust
be separately signed by the offeror.

2-206. O fer and Acceptance in Formation of Contract.

(1) Unl ess otherw se unanbi guously indicated by the
| anguage or circunstances

(a) an offer to make a contract shall be construed as
inviting acceptance in any manner and by any nedi umreasonable in
t he circunstances;

(b) an order or other offer to buy goods for pronpt or

current shipnent shall be construed as inviting acceptance either
by a pronpt promise to ship or by the pronpt or current shipnment
of conform ng or nonconform ng goods, but such a shipnent of non-
conform ng goods does not constitute an acceptance if the seller
seasonably notifies the buyer that the shipment is offered only
as an accommodation to the buyer.

(2) \Where the beginning of a requested perfornmance is a
reasonabl e node of acceptance an offeror who is not notified of
acceptance within a reasonable tine may treat the offer as having
| apsed before acceptance.

2-207. Additional Terns in Acceptance or Confirmation

(1) A definite and seasonabl e expressi on of acceptance or a
written confirmation which is sent within a reasonable tine
operates as an acceptance even though it states terns additional
to or different fromthose offered or agreed upon, unless
acceptance is expressly nade conditional on assent to the

addi tional or different terns.

(2) The additional terns are to be construed as proposal s
for addition to the contract. Between nerchants such terns becone
part of the contract unless:

(a) the offer expressly limts acceptance to the terns of
the offer;

(b) they materially alter it; or

(c) notification of objection to them has al ready been
given or is given within a reasonable tine after notice of them
i s received.

(3) Conduct by both parties which recognizes the existence

of a contract is sufficient to establish a contract for sale

al t hough the writings of the parties do not otherw se establish a
contract. In such case the terns of the particular contract



consi st of those terns on which the witings of the parties
agree, together with any supplenentary terns incorporated under
any ot her provisions of this Act.

/[* This is part of the "battle of the forns." Sellers have
agreenetns that state that there is no guarantee. Buyer's
purchase orders state that there are full guarantees, and in the
classic sense of "contracts" that is, offer and acceptance, there
is no one "contract."” The UCC tries to make sense of all of this.
*

/

2-208. Course of Performance or Practical Construction.

(1) Where the contract for sale involves repeated occasions

for performance by either party with know edge of the nature of

t he performance and opportunity for objection to it by the other,
any course of performance accepted or acqui esced in w thout

obj ection shall be relevant to determ ne the nmeaning of the

agr eement .

(2) The express terns of the agreenent and any such course

of performance, as well as any course of dealing and usage of
trade, shall be construed whenever reasonable as consistent with
each other; but when such construction is unreasonabl e, express
terms shall control course of performance and course of
performance shall control both course of dealing and usage of
trade (Section 1-205).

(3) Subject to the provisions of the next section on

nodi fication and wai ver, such course of perfornmance shall be
rel evant to show a wai ver or nodification of any term

i nconsi stent with such course of performance.

2-209. Modification, Rescission and Wi ver.

(1) An agreenent nodifying a contract within this Article
needs no consi deration to be binding.

(2) A signed agreenment which excludes nodification or

resci ssion except by a signed witing cannot be otherw se

nodi fied or rescinded, but except as between nerchants such a
requi renment on a form supplied by the nerchant nust be separately
signed by the other party.

(3) The requirenents of the statute of frauds section of
this Article (Section 2- 201) must be satisfied if the contract
as nodified is within its provisions.

(4) Although an attenpt at nodification or rescission does
not satisfy the requirenents of subsection (2) or (3) it can
operate as a wai ver.

(5) A party who has nmade a wai ver affecting an executory

portion of the contract nmay retract the waiver by reasonable
notification received by the other party that strict perfornmance
Wi || be required of any term wai ved, unless the retraction would
be unjust in view of a material change of Position in reliance on
the wai ver.

2-210. Del egation of Perfornmance; Assignnent of Rights.

(1) A party may performhis duty through a del egate unl ess



ot herwi se agreed or unless the other party has a substanti al
interest in having his original prom sor performor control the
acts required by the contract. No del egati on of performance
relieves the party del egating of any duty to performor any
liability for breach

(2) Unless otherwi se agreed all rights of either seller or
buyer can be assigned except where the assignnment woul d
materially change the duty of the other party, or increase
materially the burden or risk inposed on himby his contract, or
impair materially his chance of obtaining return perfornmance. A
right to damages for breach of the whole contract or a right
arising out of the assignor's due performance of his entire
obligation can be assigned despite agreenent otherw se.

(3) Unless the circunstances indicate the contrary a

prohi bition of assignment of "the contract” is to be construed as
barring only the delegation to the assignee of the assignor's

per f or mance.

(4) An assignnment of "the contract” or of "all ny rights

under the contract” or an assignnment in Simlar general terns is
an assignnent of rights and unless the | anguage or the

ci rcunmstances (as in an assignnment for security) indicate the
contrary, it is a delegation of performance of the duties of the
assignor and its acceptance by the assignee constitutes a pron se
by himto performthose duties. This prom se is enforceable by
either the assignor or the other party to the original contract.

(5) The other party may treat any assignment which

del egat es performance as creating reasonabl e grounds for

i nsecurity and nmay without prejudice to his rights against the
assi gnor demand assurances fromthe assignee (Section 2-609).

PART 3
GENERAL OBLI GATI ON AND CONSTRUCTI ON OF CONTRACT

2-301. General bligations of Parties.

The obligation of the seller is to transfer and deliver and
that of the buyer is to accept and pay in accordance with the
contract.

2-302. Unconscionable Contract O C ause.

(1) If the court as a matter of |law finds the contract or

any clause of the contract to have been unconsci onable at the
tine it was made the court may refuse to enforce the contract, or
it may enforce the remai nder of the contract w thout the

unconsci onabl e clause, or it may so limt the application of any
unconsci onabl e clause as to avoi d any unconsci onabl e result.

/* Again the UCC mandates which issues are to be tried by the
court and the ones which a jury may hear. */

(2) Wien it is clained or appears to the court that the

contract or any clause thereof may be unconscionable the parties
shal | be afforded a reasonabl e opportunity to present evidence as
to its comrercial setting, purpose and effect to aid the court in
maki ng the determ nation

2-303. Allocation or D vision of Risks.



Where this Article allocates a risk or a burden as between
the parties "unless otherw se agreed", the agreenent nmay not only
shift the allocation but may al so divide the risk or burden.

2-304. Price Payable in Mney, Goods, Realty, or O herw se

(1) The price can be nade payable in noney or otherw se. |f
it is payable in whole or in part in goods each party is a seller
of the goods which he is to transfer.

(2) Even though all or part of the price is payable in an
interest in realty the transfer of the goods and the seller's
obligations with reference to themare subject to this Article,
but not the transfer of the interest in realty or the
transferor's obligations in connection therewth.

2- 305. Open Price Term

(1) The parties if they so intend can conclude a contract
for sale even though the price is not settled. In such a case the
price is a reasonable price at the tine for delivery if

(a) nothing is said as to price; or

(b) the price is left to be agreed by the parties and they
fail to agree; or

(c) the price is to be fixed in ternms of sone agreed market
or other standard as set or recorded by a third person or agency
and it is not so set or recorded.

(2) A price to be fixed by the seller or by the buyer neans
a price for himto fix in good faith.

(3) When a price left to be fixed otherw se than by

agreenment of the parties fails to be fixed through fault of one
party the other may at his option treat the contract as cancell ed
or himself fix a reasonable price.

(4) \Were, however, the parties intend not to be bound

unl ess the price be fixed or agreed and it is not fixed or agreed
there is no contract. In such a case the buyer nust return any
goods al ready received or if unable so to do nust pay their
reasonabl e value at the tine of delivery and the seller nust
return any portion of the price paid on account.

2-306. Qutput, Requirenments and Exclusive Dealings.

(1) A termwhich neasures the quantity by the output of the
seller or the requirenents of the buyer neans such actual output
or requirements as may occur in good faith, except that no
quantity unreasonably disproportionate to any stated estinate or
in the absence of a stated estimate to any nornmal or otherw se
conparabl e prior output or requirenments may be tendered or
demanded.

(2) A lawful agreenment by either the seller or the buyer

for exclusive dealing in the kind of goods concerned inposes

unl ess ot herw se agreed an obligation by the seller to use best
efforts to supply the goods and by the buyer to use best efforts
to pronote their sale



2-307. Delivery in Single Lot or Several Lots.

Unl ess otherw se agreed all goods called for by a contract

for sale nust be tendered in a single delivery and paynent is due
only on such tender but where the circunstances give either party
the right to nake or demand delivery in lots the price if it can

be apportioned nmay be denanded for each |ot.

2-308. Absence of Specified Place for Delivery.
Unl ess ot herw se agreed

(a) the place for delivery of goods is the seller's place
of business or if he has none his residence; but

(b) in a contract for sale of identified goods which to the
know edge of the parties at the tinme of contracting are in sone
ot her place, that place is the place for their delivery; and

(c) docunents of title nay be delivered through customary
banki ng channel s.

2-309. Absence of Specific Tinme Provisions; Notice of
Ter m nati on.

(1) The tine for shipnent or delivery or any other action
under a contract if not provided in this Article or agreed upon
shal | be a reasonable tine.

(2) \Where the contract provides for successive performances
but is indefinite in duration it is valid for a reasonable tine
but unl ess otherw se agreed may be term nated at any tine by

ei ther party.

(3) Termnation of a contract by one party except on the
happeni ng of an agreed event requires that reasonabl e
notification be received by the other party and an agreenent

di spensing with notification is invalid if its operation would be
unconsci onabl e.

2-310. Open Tine for Paynent or Running of Credit;
Aut hority to Ship Under Reservation.

Unl ess ot herw se agreed

(a) paynment is due at the tine and place at which the buyer
is to receive the goods even though the place of shipnent is the
pl ace of delivery; and

(b) if the seller is authorized to send the goods he may

ship them under reservation, and may tender the docunments of
title, but the buyer may inspect the goods after their arrival

bef ore paynment is due unless such inspection is inconsistent with
the terns of the contract (Section 2-513); and

(c) if delivery is authorized and nade by way of docunents

of title otherwi se than by subsection (b) then paynment is due at
the time and place at which the buyer is to receive the docunents
regardl ess of where the goods are to be received; and

(d) where the seller is required or authorized to ship the
goods on credit the credit period runs fromthe time of shipnment
but postdating the invoice or delaying its dispatch wll



correspondi ngly delay the starting of the credit period.
2-311. Options and Cooperation Respecting Performnce.

(1) An agreenent for sale which is otherwi se sufficiently
definite (subsection (3) of Section 2-204) to be a contract is
not made invalid by the fact that it |eaves particul ars of
performance to be specified by one of the parties. Any such
specification nust be nade in good faith and within limts set by
comrer ci al reasonabl eness.

/* For exanple, the old | aw school hypothetical of a painter
agreeing to paint a portrait and the buyer agreeing to buy if
they are satisified does not result in an "illusory" contract.
Instead this section sets out the paranmeters for such type
agreenments. */

(2) Unless otherw se agreed specifications relating to
assortment of the goods are at the buyer's option and except as
ot herwi se provided in subsections (i)(c) and (3) of Section 2-
319

specifications or arrangenents relating to shipnment are at the
seller's option.

(3) \Where such specification would materially affect the

ot her party's performance but is not seasonably nade or where one
party's cooperation is necessary to the agreed performance of the
ot her but is not seasonably forthcom ng, the other party in
addition to all other remedies

(a) 1is excused for any resulting delay in his own
per formance; and

(b) may also either proceed to performin any reasonabl e
manner or after the tine for a material part of his own
performance treat the failure to specify or to cooperate as a
breach by failure to deliver or accept the goods.

2-312. Warranty of Title and Against infringenent; Buyer's
Obl i gation Agai nst infringenent.

(1) Subject to subsection (2) there is in a contract for
sale a warranty by the seller that

(a) the title conveyed shall be good, and its transfer
rightful; and

/* Note that it does not say "marketable"- the standard then is a
clean title. */

(b) the goods shall be delivered free fromany security
interest or other lien or encunbrance of which the buyer at the
time of contracting has no know edge.

(2) A warranty under subsection (1) will be excluded or

nodi fied only by specific | anguage or by circunstances which give
t he buyer reason to know that the person selling does not claim
title in hinself or that he is purporting to sell only such right
or title as he or a third person nay have.

(3) Unless otherwi se agreed a seller who is a nmerchant
regularly dealing in goods of the kind warrants that the goods
shal |l be delivered free of the rightful claimof any third person



by way of infringenment or the Iike but a buyer who furnishes
specifications to the seller nust hold the seller harm ess
agai nst any such claimwhich arises out of conpliance with the
speci fications.

2-313. Express Warranties by Affirmation, Prom se,
Description, Sanple

(1) Express warranties by the seller are created as
fol | ows:

(a) Any affirmation of fact or prom se made by the seller

to the buyer which relates to the goods and becones part of the
basis of the bargain creates an express warranty that the goods
shall conformto the affirmation or prom se.

(b) Any description of the goods which is nmade part of the
basis of the bargain creates an express warranty that the goods
shall conformto the description

(c) Any sanple or nodel which is made part of the basis of
t he bargain creates an express warranty that the whole of the
goods shall conformto the sanple or

(2) it is not necessary to the creation of an express

warranty that the seller use formal words such as "warrant" or
"guarantee" or that he have a specific intention to nmake a

war ranty, but an affirmation nerely of the value of the goods or
a statenent purporting to be nerely the seller's opinion or
conmendati on of the goods does not create a warranty.

2-314. Inplied Warranty: Merchantability; Usage of Trade.

(1) Unl ess excluded or nodified (Section 2-316), a warranty

t hat the goods shall be nerchantable is inplied in a contract for
their sale if the seller is a merchant with respect to goods of
that kind. Under this section the serving for value of food or
drink to be consuned either on the prem ses or el sewhere is a

sal e.

(2) Goods to be nerchantable nmust be at |east such as

(a) pass without objection in the trade under the contract
description; and

(b) in the case of fungible goods, are of fair average
quality within the description; and

(c) are fit for the ordinary purposes for which such goods
are used; and

(d) run, within the variations permtted by the agreenent,
of even kind, quality and quantity within each unit and anong al
units involved; and

(e) are adequately contained, packaged, and | abeled as the
agreenment may require; and

(f) conformto the promse or affirmations of fact nmade on
the container or |abel if any.

(3) Unless excluded or nodified (Section 2-316) other
i nplied warranties may arise fromcourse of dealing or usage of



trade.
2-315. Inplied Warranty: Fitness for Particul ar Purpose.

Where the seller at the tine of contracting has reason to

know any particul ar purpose for which the goods are required and
that the buyer is relying on the seller's skill or judgnent to
sel ect or furnish suitable goods, there is unless excluded or
nodi fied under the next section an inplied warranty that the
goods shall be fit for such purpose.

2-316. Exclusion or Mdification of Warranti es.

(1) Words or conduct relevant to the creation of an express

war ranty and words or conduct tending to negate or limt warranty
shal | be construed wherever reasonable as consistent with each

ot her; but subject to the provisions of this Article on parol or
extrinsic evidence (Section 2-202) negation or limtation is

i noperative to the extent that such construction is unreasonable.

(2) Subject to subsection (3), to exclude or nodify the

i nplied warranty of nerchantability or any part of it the

| anguage nust nention nerchantability and in case of a witing
must be conspi cuous, and to exclude or nodify any inplied

war ranty of fitness the exclusion nust be by a witing and

conspi cuous Language to exclude all inplied warranties of fitness
is sufficient if it states, for exanple, that "There are no

war ranti es which extend beyond the description on the face

her eof . "

(3) Notw thstandi ng subsection (2)

(a) unless the circunstances indicate otherw se, al

i nplied warranties are excluded by expressions like "as is",
"wth all faults" or other |anguage which in comon understandi ng
calls the buyer's attention to the exclusion of warranties and
makes plain that there is no inplied warranty; and

(b) when the buyer before entering into the contract has

exam ned the goods or the sanple or nodel as fully as he desired
or has refused to exam ne the goods there is, no inplied warranty
Wi th regard to defects which an exam nation ought in

ci rcunstances to have revealed to him and

an inplied warranty can al so be excluded or nodified by
course of dealing or course of performance or usage of trade.

(4) Renedies for breach of warranty can be limted in
accordance with the provisions of this Article on liquidation or
limtation of damages and on contractual nodification of renedy
(Sections 2-718 and 2-719).

2-317. Cumul ation and Conflict of Warranties Express or |nplied.

Warranti es whet her express or inplied shall be construed as
consistent with each other and as cumnul ative, but if such
construction is unreasonable the intention of the parties shal
determ ne which warranty is domnant. In ascertaining that
intention the follow ng rules apply:

(a) Exact or technical specifications displace an
i nconsi stent sanple or nodel or general |anguage of description.



(b) A sanple froman existing bul k di splaces inconsistent
general | anguage of description.

(c) Express warranties displace inconsistent inplied
warranties other than an inplied warranty of fitness for a
particul ar purpose.

2-318. Third Party Beneficiaries of Warranti es Express or
| mpl i ed.

Alternative A

A seller's warranty whether express or inplied, extends to

any natural person who is in the famly or household of his buyer
or who is a guest in his home if it is reasonable to expect that

such person may use, consune or be affected by the goods and who
is injured in person by breach of the warranty. A seller nay not

exclude or limt the operation of this section.

Alternative B

A seller's warranty whether express or inplied extends to

any natural person who may reasonably be expected to use, consune
or be affected by the goods and who is injured in person by
breach of the warranty. A seller may not exclude or limt the
operation of this section.

Alternative C

A seller's warranty whether express or inplied extends to

any person who nmay reasonably be expected to use, consune or be
af fected by the goods and who is injured by breach of the
warranty. A seller may not exclude or limt the operation of this
section with respect to injury to the person of an individual to
whom t he warranty extends.

/* Note that there are three different sections and only one is
to be chosen. This is again a part of the UCC which is not quite
uni form */

2-319. F.OB. and F. A S. Terns.

(1) Unless otherwi se agreed the termF. O B. (which neans

"free on board") at a naned pl ace, even though used only in
connection with the stated price, is a delivery termunder which

(a) when the termis F.O B. the place of shipnent, the

seller nmust at that place ship the goods in the manner provided
inthis Article (Section 2-504) and bear the expense and risk of
putting theminto the possession of the carrier or

(b) when the termis F.O B. the place of destination, the
seller nmust at his own expense and risk transport the goods to
that place and there tender delivery of themin the manner
provided in this Article (Section 2-503);

(c) when under either (a) or (b) the termis also F. QO B.

vessel, car or other vehicle, the seller nmust in addition at his
own expense and risk | oad the goods on board. If the termis
F. O B. vessel the buyer nust nane the vessel and in an
appropriate case the seller must conply with the provisions of
this Article on the formof bill of lading (Section 2-323).

(2) Unless otherwi se agreed the termF. A S. vessel (which



nmeans "free alongside") at a naned port, even though used only in
connection with the stated price, is a delivery termunder which
the seller nust

(a) at his own expense and risk deliver the goods al ongside
the vessel in the manner usual in that port or on a dock
desi gnated and provi ded by the buyer; and

(b) obtain and tender a receipt for the goods in exchange
for which the carrier is under a duty to issue a bill of [|ading.

(3) Unless otherwise agreed in any case falling within
subsection (1)(a) or (c) or subsection (2) the buyer nust
seasonably give any needed instructions for nmaking delivery,

i ncluding when the termis F.A'S. or F.OB. the | oading berth of
the vessel and in an appropriate case its nane and sailing date.
The seller may treat the failure of needed instructions as a
failure of cooperation under this Article (Section 2-311). He
may al so at his option nove the goods in any reasonabl e manner
preparatory to delivery or shipnent.

(4) Under the termF.QO B. vessel or F. A S. unless otherw se
agreed the buyer must nake paynent agai nst tender of the required
docunents and the seller may not tender nor the buyer demand
delivery of the goods in substitution for the docunents.

2-320. C.I.F. and C. & F. Terns.

(1) The termC. I.F. nmeans that the price includes in a |lunp
sumthe cost of the goods and the insurance and freight to the
naned destination. The termC. & F. or C.F. neans that the price
so includes cost and freight to the named destinati on.

(2) Unless otherw se agreed and even though used only in
connection with the stated price and destination, the termC. 1I.
F

destination or its equivalent requires the seller at his own
expense and risk to

(a) put the goods into the possession of a carrier at the
port for shipnent and obtain a negotiable bill or bills of Iading
covering the entire transportation to the naned destination; and

(b) load the goods and obtain a receipt fromthe carrier
(which may be contained in the bill of Iading) show ng that the
frei ght has been paid or provided for; and

(c) obtain a policy or certificate of insurance, including

any war risk insurance, of a kind and on terns then current at
the port of shipnment in the usual anpbunt, in the currency of the
contract, shown to cover the sane goods covered by the bill of

| adi ng and providing for paynent of |loss to the order of the
buyer or for the account of whomit may concern; but the seller
may add to the price the anmobunt of the premiumfor any such war
ri sk i nsurance; and

(d) prepare an invoice of the goods and procure any ot her
docunents required to effect shipnent or to conply with the
contract; and

(e) forward and tender with comrercial pronptness all the
docunents in due formand with any indorsenent necessary to
perfect the buyer's rights.



(3) Unless otherwi se agreed the termC. & F. or its

equi val ent has the same effect and i nposes upon the seller the
sane obligations and risks as a C.1.F. termexcept the obligation
as to insurance.

(4) Under the termC1|.F. or C & F. unless otherw se

agreed the buyer must nake paynent against tender of the required
docunents and the seller may not tender nor the buyer demand
delivery of the goods in substitution for the docunents.

2-321. CI.F. or C & F.: "Net Landed Wi ghts"; "Paynment on
Arrival"; Warranty of Condition on Arrival.

Under a contract containing atermC1.F. or C. & F.

(1) \Where the price is based on or is to be adjusted

according to "net |anded weights”, "delivered weights", "out
turn” quantity or quality or the |ike, unless otherw se agreed
the seller nust reasonably estimate the price. The paynent due on
tender of the docunents called for by the contract is the anpunt
so estimted, but after final adjustnment of the price a

settl ement nust be made with commrercial pronptness.

(2) An agreenent described in subsection (1) or any

warranty of quality or condition of the goods on arrival places
upon the seller the risk of ordinary deterioration, shrinkage and
the like in transportati on but has no effect on the place or tine
of identification to the contract for sale or delivery or on the
passing of the risk of |oss.

(3) Unless otherw se agreed where the contract provides for
paynment on or after arrival of the goods the seller must before
paynment all ow such prelimnary inspection as is feasible; but if
t he goods are |lost delivery of the docunments and paynent are due
when t he goods shoul d have arrived.

2-322. Delivery "Ex-Ship".

(1) Unless otherwi se agreed a termfor delivery of goods
"ex-ship” (which nmeans fromthe carrying vessel) or in equivalent
| anguage is not restricted to a particular ship and requires
delivery froma ship which has reached a place at the nanmed port
of destination where goods of the kind are usually discharged.

(2) Under such a termunl ess otherw se agreed

(a) the seller nmust discharge all liens arising out of the
carriage and furnish the buyer with a direction which puts the
carrier under a duty to deliver the goods; and

(b) the risk of |oss does not pass to the buyer until the
goods | eave the ship's tackle or are otherw se properly unl oaded.

2-323. Formof Bill of Lading Required in Overseas Shipnent;
"Overseas".

(1) \Where the contract contenpl ates overseas shi pnent and
contains atermC1l.F. or C. &F. or F.OB. vessel, the seller
unl ess ot herwi se agreed nust obtain a negotiable bill of |ading
stating that the goods have been | oaded in board or, in the case
of atermCIl.F. or C & F., received for shipnent.



(2) \Where in a case within subsection (1) a bill of |ading

has been issued in a set of pairs, unless otherwi se agreed if the
docunents are not to be sent from abroad the buyer may denand
tender of the full set; otherwi se only one part of the bill of

| adi ng need be tendered. Even if the agreenent expressly requires
a full set

(a) due tender of a single part is acceptable within the
provisions of this Article on cure of inproper delivery
(subsection (1) of Section 2-508); and

even though the full set is demanded, if the docunents are

sent from abroad the person tendering an i nconplete set may
nevert hel ess require paynent upon furnishing an i ndemity which
t he buyer in good faith deens adequate.

(3) A shipnent by water or by air or a contract

contenpl ati ng such shipnment is overseas" insofar as by usage of
trade or agreenent it is subject to the comrercial, financing or
shi pping practices characteristic of international deep water
Conmer ce.

2-324. "No Arrival, No Sale" Term

Under a term"no arrival, no sale"” or ternms of |ike meaning,
unl ess ot herw se agreed,

(a) the seller nmust properly ship conform ng goods and if
they arrive by any means he nust tender themon arrival but he
assunes no obligation that the goods will arrive unless he has
caused the non-arrival; and

(b) where without fault of the seller the goods are in part

| ost or have so deteriorated as no |longer to conformto the
contract or arrive after the contract tine, the buyer may proceed
as if there had been casualty to identified goods (Section 2-
613) .

2-325. "Letter of Credit" Term "Confirned Credit".

(1) Failure of the buyer seasonably to furnish an agreed
|l etter of credit is a breach of the contract for sale.

(2) The delivery to seller of a proper letter of credit
suspends the buyer's obligation to pay. If the letter of credit
i s dishonored, the seller nmay on seasonable notification to the
buyer require paynent directly from him

(3) Unless otherwise agreed the term"letter of credit"” or
"banker's credit" in a contract for sale means an irrevocabl e
credit issued by a financing agency of good repute and, where the
shi pnent is overseas, of good international repute. The term
"confirmed credit"” means that the credit must also carry the
direct obligation of such an agency which does business in the
seller's financial market.

2-326. Sal e on Approval and Sale or Return; Consignnent
Sal es and Rights of Creditors.

(1) Unless otherwi se agreed, if delivered goods may be
returned by the buyer even though they conformto the contract,
the transaction is



(a) a "sale on approval” if the goods are delivered primarily
for use, and a "sale or return” if the goods are delivered
primarily for resale.

(2) Except as provided in subsection (3), goods held on
approval are not subject to the clainms of the buyer's creditors
until acceptance; goods held on sale or return are subject to
such clains while in the buyer's possession.

(3) \Where goods are delivered to a person for sale and such
person mai ntains a place of business at which he deals in goods
of the kind involved, under a nane other than the nane of the
person maki ng delivery, then with respect to clainms of creditors
of the person conducting the business the goods are deened to be
on sale or return. The provisions of this subsection are
appl i cabl e even though an agreenent purports to reserve title to
t he person naking delivery until paynent or resale or uses such
wor ds as "on consignnent” or "on nenoranduni. However, this
subsection is not applicable if the person maeking delivery

(a) conplies with an applicable | aw providing for a
consignor's interest or the like to be evidenced by a sign, or

(b) establishes that the person conducting the business is
generally known by his creditors to be substantially engaged in
selling the goods of others, or

rovi sions of the Article on

).

(4) Any "or return” termof a contract for sale is to be
treated as a separate contract for sale within the statute of
frauds section of this Article (Section 2-201) and as
contradi cting the sale aspect of the contract within the

provisions of this Article on parol or extrinsic evidence
(Section 2-202).

(c) conplies with the filing p
Secured Transactions (Article 9

2-327. Special Incidents of Sale On Approval and Sal e or
Ret urn.

(1) Under a sale on approval unless otherw se agreed

(a) although the goods are identified to the contract the
risk of loss and the title do not pass to the buyer until
accept ance; and

use of the goods consistent with the purpose of trial is not
acceptance but failure seasonably to notify the seller of
election to return the goods is acceptance, and if the goods
conformto the contract acceptance of any part is acceptance of
t he whol e; and

(c) after due notification of election to return, the

return is at the seller's risk and expense but a nerchant buyer
must foll ow any reasonabl e instructions.

(2) Under a sale or return unless otherw se agreed

(a) the option to return extends to the whol e or any
commercial unit of the goods while in substantially their
original condition, but nust be exercised seasonably; and

(b) the return is at the buyer's risk and expense.



2-328. Sal e by Auction.

(1) In a sale by auction if goods are put up in lots each
|l ot is the subject of a separate sale.

(2) A sale by auction is conplete when the auctioneer so
announces by the fall of the hamrer or in other customary manner.
Where a bid is nade while the hammer is falling in acceptance of
a prior bid the auctioneer may in his discretion reopen the

bi ddi ng or declare the goods sold under the bid on which the
hanmer was falling.

(3) Such a sale is with reserve unless the goods are in

explicit ternms put up without reserve. In an auction with reserve
t he aucti oneer nmay withdraw t he goods at any tinme until he
announces conpletion of the sale. In an auction w thout reserve,
after the auctioneer calls for bids on an article or lot, that
article or |lot cannot be withdrawn unless no bid is nmade within a
reasonable tine. In either case a bidder may retract his bid
until the auctioneer's announcenent of conpletion of the sale,

but a bidder's retraction does not revive any previous bid.

(4) |If the auctioneer knowingly receives a bid on the

seller's behalf or the seller nmakes or procures such a bid, and
notice has not been given that liberty for such bidding is
reserved, the buyer may at his option avoid the sale or take the
goods at the price of the last good faith bid prior to the

conpl etion of the sale. This subsection shall not apply to any
bid at a forced sale.

PART 4
TI TLE, CREDI TORS AND GOCD FAI TH PURCHASERS

2-401. Passing of Title; Reservation for Security; Limted
Appl i cation of This Section.

Each provision of this Article with regard to the rights,
obligations and renedi es of the seller, the buyer, purchasers or
other third parties applies irrespective of title to the goods
except where the provision refers to such title. Insofar as
situations are not covered by the other provisions of this
Article and matters concerning title beconme naterial the
follow ng rules apply:

(1) Title to goods cannot pass under a contract for sale

prior to their identification to the contract (Section 2-501),
and unl ess otherwi se explicitly agreed the buyer acquires by
their identification a special property as limted by this Act.
Any retention or reservation by the seller of the title
(property) in goods shipped or delivered to the buyer is |imted
in effect to a reservation of a security interest. Subject to

t hese provisions and to the provisions of the Article on Secured
Transactions (Article 9), title to goods passes fromthe seller
to the buyer in any manner and on any conditions explicitly
agreed on by the parties.

(2) Unless otherwise explicitly agreed title passes to the
buyer at the tinme and place at which the seller conpletes his
performance with reference to the physical delivery of the goods,
despite any reservation of a security interest and even though a
docunment of title is to be delivered at a different tine or
place; and in particular and despite any reservation of a



security interest by the bill of |ading

(a) if the contract requires or authorizes the seller to

send the goods to the buyer but does not require himto deliver
them at destination, title passes to the buyer at the tinme and
pl ace of shipnent; but

(b) if the contract requires delivery at destination, title
passes on tender there.

(3) Unless otherwise explicitly agreed where delivery is to
be made w t hout novi ng the goods,

(a) if the seller is to deliver a docunment of title, title
passes at the tinme when and the place where he delivers such
docunents; or

(b) if the goods are at the tine of contracting already
identified and no docunents are to be delivered, title passes at
the time and place of contracting.

(4) A rejection or other refusal by the buyer to receive or
retain the goods, whether or not justified, or a justified
revocati on of acceptance revests title to the goods in the
seller. Such revesting occurs by operation of law and is not a
"sal e".



