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For the next generation

Zachary
Isaiah
Christopher
Madeline

The Child is Father of the Man;
And I could wish my days to be,
Bound each to each by natural piety.
—William Wordsworth
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PREFACE

“If a statute is to make sense, it must be read in the light
of some assumed purpose. A statute merely declaring a
rule, with no purpose or objective, is nonsense.” Karl N.
Llewellyn, The Common Law Tradition 374 (1960).

“The Act should be construed in accordance with its un-
derlying purposes and policies. The text of each section
should be read in the light of the purpose and policy of the
rule or principle in question, as also of the Act as a whole,
and the application of the language should be construed
narrowly or broadly, as the case may be, in conformity
with the purposes and policies involved.” Comment 1 to
Uniform Commercial Code § 1-102.

“Moreover, this case would have been much easier for
me to decide if the parties had begun their presentations
with an appropriate explanation of the relevant provisions
of the statute instead of an unstated assumption that is
not entirely obvious.” Justice John Paul Stevens, 454 U.S.
at 45.

The official text (with comments) of the Uniform Commer-
cial Code embodies more than eight-hundred pages. Its sweep-
ing scope and complexities may appear to discourage summa-
rizing into a nutshell format. Yet the need to view the Code
with some perspective is manifest. This nutshell endeavors to

meet this need.

At the outset, however, the following quote from Section 246
of McCormick’s Handbook of the Law of Evidence, Second Edi-

tion, should be considered:

A



PREFACE

“Too much should not be expected of a [summary of the
sweeping body of law.] . . . The most it can accomplish is
to furnish a helpful starting point for discussion of the
problems, and a memory aid in recalling some of the solu-
tions. But if [a summary] is to remain brief and under-
standable, it will necessarily distort some parts of the pic-
ture. Simplification has a measure of falsification.”

In order to minimize the distortion that comes with simplifi-
cation, the following techniques have been employed:

First, wherever practicable the actual language of the Code
and its comments have been “tracked,” even though it may not
always have been expedient to indicate this affirmatively.

Second, every Code rule and comment stated is backed up by
the relevant UCC citation. Accordingly, the reader—whether
law student or practitioner—is given entrée to the Code itself
so that an independent judgment may be made as to the rule
and application under consideration. Further, the cite will af-
ford ready entrée to a study in depth. For instance, once a rel-
evant UCC cite is obtained, all reported case law construing
the language can be located through such publications as the
Uniform Laws Annotated—Uniform Commercial Code and the
Uniform Commercial Code Reporting Service. The UCC cite
also will give ready entrée to the massive legal literature that
discusses the Code. On occasion this Nutshell will refer to J.
White, R. Summers, Handbook of the Law Under the Uniform
Commercial Code (5th ed., Student Edition, 2000) (cited as
UCC Hornbook), R. Nordstrom, Handbook of the Law of Sales
(1970) (cited as Sales Hornbook), and R. Henson, Handbook on
Secured Transactions Under the Uniform Commercial Code
(2d ed., 1979) (cited as Secured Transactions Hornbook) where
it is believed such references are particularly helpful.
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Third, the purpose or policy of a rule under consideration is
frequently stated and an example of the application of the rule
is given. Remember: “[A rule] . . . with no purpose . . . is
nonsense.” The Code Comments are the principal source for
the purpose of the various UCC provisions. These Comments
are intended not only to promote uniformity and safeguard
against misconstruction but to “aid in viewing the Act as an in-
tegrated whole.” See the General Comment to the UCC.

Subsequent to the publication of the first edition, the 1978
UCC was promulgated. Other developments included the pro-
mulgation of the Restatement (Second) of Contracts, the enact-
ment of the Bankruptcy Reform Act and the Magnuson-Moss
Warranty Act. Further, a revised Uniform Consumer Credit
Code was promulgated. The second edition reflected those de-
velopments.

The third edition was based upon the 1987 UCC which
added Article 2A Leases. The edition also cited the Federal Ex-
pedited Funds Availability Act, the Federal Food Security Act,
FTC Credit Practices Rules, and the Uniform Fraudulent
Transfer Act.

The fourth edition was based on the 1990 Code. This Code
(1) revised Article 3 (renaming it Negotiable Instruments), and
(2) amended Article 4 Bank Deposits and Collections. Addi-
tionally, this edition contained the 1990 amendments to Article
2A Leases. The 1989 official text was also included. This text
(1) added Article 4A Funds Transfers, and (2) contained a re-
vised Article 6, renaming it Bulk Sales.

The fourth edition also cited, throughout Article 2 Sales, the
United Nations Convention on Contracts for the International
Sale of Goods (CISG). The United States and fifty-nine other
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countries are parties to the Convention, i.e., are “contracting
states.”

The fifth edition is based on the 2001 Official Text. Included
is (i) revised (1994) Article 8 (Investment Securities), (ii) re-
vised (1995) Article 5 (Letters of Credit), and (iii) revised
(2000) Article 9 (Secured Transactions) with conforming
amendments to other Articles and errata and amendments to
revised Article 9. Consequently, Parts Four and Five of this
edition have been redrafted.

For a “Transactional Outline of Uniform Commercial Code,”
complete with citations and keyed to this nutshell, see 15
West’s Legal Forms 509-561 (Appendix) (3rd ed. 2000).

[Note: See Uniform Electronic Transactions Act § 3(b)(2)
(does not apply to UCC other than Articles 2 and 2A and
§§ 1-107, 1-206) and § 16; Electronic Signatures in Global and
National Commerce Act, 15 U.S.C.A. § 7001 to § 7031 (espe-
cially, §§ 7001(a) and (d)(4), 7002(a)(1) and (c), 7003(a)(3),
7021(a)(1) and (d)-(g).]
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dJr., who first introduced the undersigned to this subject; to
Michigan State University-Detroit College of Law, where part
of this edition was written.
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