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UNIFORM COMMERCIAL CODE
REVISED ARTICLE 1 — GENERAL PROVISIONS

PREFATORY NOTE

l. Introduction

From its inception, the Article 1 Drafting Committee performed two related, but
distinct, tasks — revision of the current text of Uniform Commercial Code Article 1 and
harmonization of ongoing UCC projects. This draft represents the product of one of those
tasks — revision of the provisions of Article 1. The other task entailed the Drafting
Committee serving as a harmonization committee for the purpose of seeking to insure that
the Uniform Commercial Code speaks with a single voice to the extent appropriate.

After lengthy analysis and discussion, the Drafting Committee decided to recommend
a relatively small number of substantive changes to the law as it is currently set forth in
Article 1. Those changes, concerning scope of the Article, applicability of supplemental
principles of law, the concept of good faith, choice of law, the relevance of course of
performance between the parties, and the existence of an independent statute of frauds, are
described in some detail in Part || below. The changes with respect to choice of law are
probably the most important changes in this draft and were the subject of more extensive
Drafting Committee analysis and deliberation than any other topic.

In addition to these substantive changes, the Drafting Committee decided to make
some structural changesto Article 1. These structural changes, intended to make this Article
more closely fit with the drafting conventions of the more recently addressed Articles and
to lessen some difficulties in interpretation, are described in Part 11 below. Other than these
structural changes, the Drafting Committee generally decided to resist the temptation to make
non-substantive changes to provisions that have not been a source of serious problems in the
nearly four decades since the widespread enactment of the UCC. A few such changes should
be noted, however. First, asinal of the other UCC Articles promulgated in the last decade,
provisions have been reformulated in a gender-neutral fashion. Second, in a very small
number of cases, minor changes in wording have been made when the current wording has
proven confusing. Those changes are noted in the Official Comments following each section
but are not otherwise described in this Prefatory Note.

[I.  Substantivelssues
The following are significant substantive issues raised by changes from current
Article 1, in the order of their appearance in the draft:



A. Scope

Article 1 contains a relatively small number of substantive rules, but those rules are
of fundamental importance. Occasionally courts and commentators have expressed
uncertainty as to which transactions are governed by the substantive rules. Section 1-102
expresses apoint that isimplicit in current Article 1 — namely, that the substantive rulesin
Article 1 apply only to transactions within the scope of the other Articles.

B. Applicability of Supplemental Principles of Law

This draft merges subsections (1) and (2) of current Section 1-102 (concerning the
underlying purposes and policies of the UCC) and current Section 1-103 (concerning the
applicability of supplemental principles of law) into arevised Section 1-103. The provisions
have been combined in this Section to reflect the interrelationship between the Code’'s
purposes and policies and the extent to which other law is available to supplement it. Except
for changing the form of reference to the Uniform Commercial Code, subsection (b) of this
Sectionisidentical to current Section 1-103. The revised Official Comments to this Section,
though, give more helpful guidance as to the distinction between situations in which Code
provisions preempt the application of other law and those in which such supplementation is
permissible.

C. Good Faith

Section 1-201(19) replaces the current definition of “good faith” (“honesty in fact in
the conduct or transaction concerned”) with the definition adopted by all but one of the
recently revised UCC Articles as well as drafts of Revised Articles 2 and 2A — “honesty in
fact and the observance of reasonable commercial standards of fair dealing.” The Section
explicitly provides, however, that its definition of “good faith” is subordinate to the narrower
definition in UCC Article 5. In addition to centralizing the developments already taking
place in other Articles, the new definition resolves any ambiguity as to the proper definition
to apply to the general duty of good faith imposed by Article 1.

D. Choiceof Law

Section 1-301 represents a significant rethinking of choice of law issues addressed in
current UCC Section 1-105. The new section reexamines both the power of parties to select
the jurisdiction whose law will govern their transaction and the determination of the
governing law in the absence of such selection by the parties. With respect to the power to
select governing law, the draft affords greater party autonomy, but with important safeguards
protecting consumer interests and fundamental policies. While the Drafting Committee
considered also addressing the related topic of forum selection clauses, it ultimately decided
that there was no need for uniform commercial law to govern such clauses.

vi



1. Contractual Designation of Governing Law
Revised UCC section 1-301 addresses contractual designation of governing law
somewhat differently than does current section 1-105. Current law allows the parties to any
transaction to designate a jurisdiction whose law governs if the transaction bears a
“reasonable relation” to that jurisdiction. Revised Article 1 deviates from this unified
approach by providing different rules for consumer transactions than for “business to
business” transactions.

In the context of consumer transactions, revised Article 1, unlike current law, protects
consumers against the possibility of losing the protection of consumer protection laws of
their home jurisdiction.

In the context of business-to-business transactions, revised Article 1 generally
provides the parties with greater autonomy to designate a jurisdiction whose law will govern
than does current Article 1, but also provides some safeguards against abuse that do not
appear in current Article 1. Following emerging international norms, greater autonomy is
provided in subsections (b) and (c) by deleting the requirement that the transaction bear a
“reasonable relation” to the jurisdiction designated in this non-consumer context. It should
be noted in this regard that in the case of wholly domestic transactions the jurisdiction
designated must be a State. An important safeguard not present in current law is provided
in subsection (e). Subsection (e) indicates that the designation of a jurisdiction’s law is not
effective (even if the transaction bears areasonable relation to that jurisdiction) to the extent
that application of that law would be contrary to a fundamental policy of the jurisdiction
whose law would govern in the absence of contractual designation. Application of the law
designated may be contrary to a fundamental policy of the State or country whose law would
otherwise govern either because of the nature of the law designated or because of the
“mandatory” nature of the law that would otherwise apply.

2. Choiceof Law in the Absence of Contractual Designation of Governing
Law
In the absence of an effective contractual designation of governing law, current UCC
section 1-105(1) directs the forum to apply its own law if the transaction bears “an
appropriate relation to this state.” This provision, however, is frequently ignored by courts.
Revised UCC section 1-301(b) provides simply that, in the absence of contractual
designation, the court should apply the forum’s choice of law principles.

Course of Performance

Section 1-304 adds the concept of “course of performance,” currently utilized only
in Articles 2 and 2A, to course of dealing and usage of trade as the contextual clues that a
court may use to interpret a contract.

vii



F. Statuteof Frauds

The Statute of Frauds “for kinds of personal property not otherwise covered” that
appearsin current Section 1-206 has been deleted. The Drafting Committee noted that the
other Articles of the Uniform Commercia Code make individual determinations as to writing
requirements for transactions within their scope, so that the only effect of Section 1-206 was
to impose a writing requirement on transactions not otherwise governed by the UCC. The
Drafting Committee decided that it is inappropriate for Article 1 to impose such writing
requirements.

[11. Structural Issues

A. General Organization

Current Article 1 is divided into two parts. Part 1 is entitled “Short Title,
Construction, Application and Subject Matter of Act.” Part 2 isentitled “ General Definitions
and Principles of Interpretation.” The rationale for placement of particular sectionsin one
part or the other is occasionally obscure. This draft reorganizes Article 1 into three parts.
Part 1 — “ Genera Provisons” — contains general rules about the UCC as awhole. Part 2
— “General Definitions and Principles of Interpretation” — contains the Code’s major
definitional section as well as additional rules of interpretation. Part 3 — “Territorial
Applicability and General Rules” — contains substantive rules that apply to all transactions
that are within the scope of the Code.

B. Relocation of Substantive Rules Embedded in Definitions

The Drafting Committee identified four cases in which definitions in Section 1-201
were made unnecessarily complicated by substantive rules embedded within them.
Extracting those substantive rules and placing them in their own sections enables those rules
to be presented more effectively and is more consistent with current drafting principlesin
many states.

1. Notice and knowledge
The rules concerning notice and knowledge have been moved from their current
location in three subsections of Section 1-201 to a separate substantive section. The Drafting
Committee believes that the concepts are more clearly articulated in this fashion.

2. Distinguishing leases from security interests
In current Article 1, the definition of “security interest” consists of a short paragraph
elucidating a basic principle that resolves almost every issue, followed by over 50 lines of
clarification and qualification that serve only one function — distinguishing “true leases’
from transactions that are leases in form but security interests in substance. This extended

viii



rule even contains a nested definition of the term “present value,” which it uses as part of
drawing the distinction between true leases and security interests. The portion of the
definition of “security interest” that distinguishes true leases from security interests has been
moved to a separate substantive section. As aresult, the remaining portion of the definition
of “security interest” is shorter and clearer. The definition of “present value” is moved to
its own definitional subsection.

3. Value
Whether a person acquires rights “for value’ is at present the subject of a definitional
provision in current Section 1-201(44). Y et, asthe NCCUSL Committee on Style correctly
noted to the Drafting Committee, the provision is more appropriately articulated as a free-
standing rule. It has been moved to Section 1-204.
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PART 1
GENERAL PROVISIONS
SECTION 1-101. SHORT TITLES.
(@) This[Act] may be cited as the Uniform Commercial Code.

(b) This article may be cited as Uniform Commercial Code — General Provisions.

Official Comment
Sour ce: Former Section 1-101.

Changesfrom former law: Subsection (b) isnew. It isadded in order to make the structure
of Article 1 parallel with that of the other Articles of the Uniform Commercial Code.

1. Each other Article of the Uniform Commercial Code (except Articles 10 and 11) may also
be cited by its own short title. See Sections 2—-101, 2A-101, 3-101, 4-101, 4A-101, 5-101, 6-101,
7-101, 8-101 and 9-101.

SECTION 1-102. SCOPE OF ARTICLE. Thisarticle appliesto atransaction to the extent

that it is governed by any other article of the [Uniform Commercial Code].

Official Comment
Source: New.

1. This section isintended to resolve confusion that has occasiondlly arisen as to the applicability
of the substantive rules in this article. As this section makes clear, the rules in article 1 apply to
transactions to the extent that those transactions are governed by one of the other articles of the
Uniform Commercial Code. This article does not apply to transactions to the extent that they are
governed by other law. See Official Comment 1 to Section 1-301.
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SECTION 1-103. CONSTRUCTION OF ACT TO PROMOTE ITS PURPOSES AND
POLICIES; APPLICABILITY OF SUPPLEMENTAL PRINCIPLES OF LAW.
(@ [The Uniform Commercial Code] must be liberally construed and applied to promote its
underlying purposes and policies, which are:
(1) to simplify, clarify, and modernize the law governing commercial transactions;
(2) to permit the continued expansion of commercial practices through custom, usage, and
agreement of the parties; and
(3) to make uniform the law among the various jurisdictions.
(b) Unless displaced by the particular provisions of [the Uniform Commercial Code], the
principles of law and equity, including the law merchant and the law relative to capacity to contract,
principal and agent, estoppel, fraud, misrepresentation, duress, coercion, mistake, bankruptcy, or

other validating or invalidating cause shall supplement its provisions.

Official Comment
Sour ce: Former Section 1-102 (1)-(2); Former Section 1-103.

Changesfrom former law:  This Section is derived from subsections (1) and (2) of former
Section 1-102 and from former Section 1-103. Subsection (a) of this Section combines subsections
(1) and (2) of former Section 1-102. Except for changing the form of reference to the Uniform
Commercial Code and minor stylistic changes, its language is the same as subsections (1) and (2) of
former Section 1-102. Except for changing the form of reference to the Uniform Commercial Code,
subsection (b) of this Section is identical to former Section 1-103. The provisions have been
combined in this Section to reflect the interrelationship between them.

1. The Uniform Commercial Code is drawn to provide flexibility so that, sinceit is intended to
be a semi-permanent piece of legidation, it will provide its own machinery for expansion of
commercial practices. It is intended to make it possible for the law embodied in the Uniform
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Commercial Code to be developed by the courts in the light of unforeseen and new circumstances and
practices. However, the proper construction of the Uniform Commercial Code requires that its
interpretation and application be limited to its reason.

Even prior to the enactment of the Uniform Commercial Code, courts were careful to keep broad
acts from being hampered in their effects by later acts of limited scope. [Pacific Wool Growers v.
Draper & Co., 158 Or. 1, 73 P.2d 1391 (1937), and] compare Section 1-104. The courts recognized
the policies embodied in an act as applicable in reason to subject-matter that was not expressly
included in the language of the act, [Commercial Nat. Bank of New Orleans v. Canal-Louisiana Bank
& Trust Co., 239 U.S. 520, 36 S.Ct. 194, 60 L.Ed. 417 (1916) (bonafide purchase policy of Uniform
Warehouse Receipts Act extended to case not covered but of equivalent nature)] and did the same
where reason and policy so required, even where the subject-matter had been intentionally excluded
from the act in general. [Agar v. Orda, 264 N.Y. 248, 190 N.E. 479 (1934) (Uniform Sales Act
change in seller's remedies applied to contract for sale of choses in action even though the genera
coverage of that Act was intentionally limited to goods "other than things in action.") | They
implemented a statutory policy with liberal and useful remedies not provided in the statutory text.
They disregarded a statutory limitation of remedy where the reason of the limitation did not apply.
[Fiterman v. J. N. Johnson & Co., 156 Minn. 201, 194 N.W. 399 (1923) (requirement of return of
the goods as a condition to rescission for breach of warranty; also, partial rescission allowed).]
Nothing in the Uniform Commercial Code stands in the way of the continuance of such action by the
courts.

The Uniform Commercial Code should be construed in accordance with its underlying 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 Uniform Commercial Code as awhole, 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.

2. Applicability of supplemental principles of law. Subsection (b) states the basic relationship
of the Uniform Commercial Code to supplemental bodies of law. The Uniform Commercial Code
was drafted againgt the backdrop of existing bodies of law, including the common law and equity, and
relies on those bodies of law to supplement it provisions in many important ways. At the same time,
the Uniform Commercial Code isthe primary source of commercial law rules in areas that it governs,
and its rules represent choices made by its drafters and the enacting legislatures about the appropriate
policiesto be furthered in the transactions it covers. Therefore, while principles of common law and
equity may supplement provisions of the Uniform Commercia Code, they may not be used to
supplant its provisions, including the purposes and policies those provisions reflect, unless a specific
provision of the Code provides otherwise. In the absence of such a provision, the Uniform
Commercia Code preempts principles of common law and equity that are inconsistent with either its
provisions, or its purposes and policies.

The language of subsection (b) is intended to reflect both the concept of supplementation and
the concept of preemption. Some courts, however, had difficulty in applying the identical language
of former Section 1-103 to determine when other law appropriately may be applied to supplement
the Code, and when that law has been displaced by the Code. Some decisions applied other law in

3
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situations in which that application, while not inconsistent with the text of any particular provision
of the Code, clearly was inconsistent with the underlying purposes and policies reflected in the
relevant Code provisions. See, e.g., Sheerbonnet, Ltd. v. American Express Bank, Ltd., 951 F. Supp.
403 (S.D.N.Y. 1995). In part, this difficulty arose from comment 1 to former Section 1-103, which
stated that “this section indicates the continued applicability to commercial contracts of all
supplemental bodies of law except insofar as they are explicitly displaced by this Act.” The “explicitly
displaced” language of that comment does not accurately reflect the proper scope of Code
preemption, which extends to displacement of other law that is inconsistent with its purposes and
policies as well as its text.

3. Application of subsection (b) to statutes. The primary focus of Section 1-103 is on the
relationship between the Uniform Commercial Code and principles of common law and equity as
developed by the courts. State law, however, increasingly is statutory. Not only are there a growing
number of state statutes addressing specific issues that come within the scope of the Uniform
Commercial Code, but in some states many general principles of common law and equity have been
codified. When the other law relating to a matter within the scope of the Uniform Commercial Code
is a statute, the principles of subsection (b) remain relevant to the court’s analysis of the relationship
between that statute and the Uniform Commercial Code, but will be supplemented by other principles
of statutory interpretation that specifically address the interrelationship between statutes. In some
situations, the principles of subsection (b) still will be determinative. For example, the mere fact that
an equitable principle is stated in statutory form rather than in judicial decisions should not change
the court’s analysis of whether the principle can be used to supplement the Uniform Commercial
Code — under subsection (b), equitable principles may supplement provisions of the Uniform
Commercial Code only if they are consistent with the purposes and policies of the Uniform
Commercial Code as well as its text. In other situations, however, other interpretive principles
addressing the interrelationship between statutes may lead the court to conclude that the other statute
is controlling, even though it conflicts with the Uniform Commercial Code. This, for example, would
be the result in a situation where the other statute was specifically intended to provide additional
protection to a class of individuals engaging in transactions covered by the Uniform Commercial
Code.

4, Listing not exclusive. The list of sources of supplemental law in subsection (b) isintended to
be merely illustrative of the other law that may supplement the Uniform Commercial Code, and is not
exclusive. No listing could be exhaustive. Further, the fact that a particular section of the Uniform
Commercial Code makes express reference to other law is not intended to suggest the negation of
the general application of the principles of subsection (b). Note also that the word “bankruptcy” in
subsection (b), continuing the use of that word from former Section 1-103, should be understood not
as a specific reference to federal bankruptcy law but, rather as a reference to general principles of
insolvency, whether under federal or state law.
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SECTION 1-104. CONSTRUCTION AGAINST IMPLIED REPEAL. [The Uniform
Commercial Code] being a general act intended as a unified coverage of its subject matter, no part
of it shall be deemed to be impliedly repealed by subsequent legislation if such construction can

reasonably be avoided.

Official Comment
Source: Former Section 1-104.

Changes from former law: Except for changing the form of reference to the Uniform
Commercial Code, this Section is identical to former UCC Section 1-104.

1. This section embodies the policy that an act that bears evidence of carefully considered
permanent regulative intention should not lightly be regarded as impliedly repealed by subsequent
legislation. The Uniform Commercia Code, carefully integrated and intended as a uniform
codification of permanent character covering an entire “field” of law, is to be regarded as particularly
resistant to implied repeal.

SECTION 1-105. SEVERABILITY. If any provision or clause of [the Uniform Commercial
Code] or application thereof to any person or circumstances is held invalid, such invalidity does not
affect other provisions or applications of [the Uniform Commercial Code] which can be given effect

without the invalid provision or application, and to this end the provisions of [the Uniform

Commercia Code] are declared to be severable.
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Official Comment
Source: Former Section 1-108.

Changes from former law: Except for changing the form of reference to the Uniform
Commercial Code, this Section is identical to former UCC Section 1-108.

1. This is the model severability section recommended by the National Conference of
Commissioners on Uniform State Laws for inclusion in al acts of extensive scope.

SECTION 1-106. USE OF SINGULAR AND PLURAL; GENDER In [the Uniform
Commercial Code], unless the statutory context otherwise requires:
(1) words in the singular number include the plural, and those in the plural include the
singular; and

(2) words of any gender also refer to any other gender.

Official Comment
Source: Former Section 1-102(5). Seealso 1 U.S.C. §1.

Changes from former law: Other than minor stylistic changes, this Section is identical to
former UCC section 1-102(5).

1. This section makes it clear that the use of singular or plural in the text of the Uniform
Commercia Codeis generally only a matter of drafting style — singular words may be applied in the
plural, and plural words may be applied in the singular. Only when it is clear from the statutory
context that the use of the singular or plural does not include the other is this rule inapplicable. See,
e.g., Section 9-322.

SECTION 1-107. SECTION CAPTIONS. Section captions are part of [the Uniform

Commercial Code].
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Official Comment
Source: Former Section 1-109.
Changes from former law: None.
1. Section captions are a part of the text of the Uniform Commercial Code, and not mere
surplusage. Thisis not the case, however, with respect to subsection headings appearing in Article

9. See Officia Comment 3 to Section 9-101 (“subsection headings are not a part of the official text
itself and have not been approved by the sponsors.”).
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PART 2

GENERAL DEFINITIONS AND PRINCIPLES OF INTERPRETATION

SECTION 1-201. GENERAL DEFINITIONS.

(@) Unless the context otherwise requires, words or phrases defined in this section, or in the
additiona definitions contained in other articles of [the Uniform Commercial Code] that apply to
particular articles or parts thereof, have the meanings stated.

(b) Subject to definitions contained in other articles of [the Uniform Commercial Code] that
apply to particular articles or parts thereof:

(1) “Action”, in the sense of ajudicial proceeding, includes recoupment, counterclaim,
set-off, suit in equity, and any other proceeding in which rights are determined.

(2) “Aggrieved party” means a party entitled to pursue a remedy.

(3) “Agreement” means the bargain of the parties in fact, as found in their language or
inferred from other circumstances, including course of performance, course of dealing, or usage of
trade as provided in Section 1-303. (Compare “Contract.”)

(3a) “Authenticate” [ The standard NCCUSL definition will be inserted.]

(4) “Bank” means a person engaged in the business of banking and includes a savings bank,
savings and loan association, credit union, and trust company.

(5) “Bearer” means a person in possession of a negotiable instrument, document of title,
or certificated security that is payable to bearer or indorsed in blank.

(6) “Bill of lading” means a document evidencing the receipt of goods for shipment issued

by a person engaged in the business of transporting or forwarding goods.

8
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(7) “Branch” includes a separately incorporated foreign branch of a bank.

(8) “Burden of establishing” afact means the burden of persuading the trier of fact that the
existence of the fact is more probable than its nonexistence.

(9) “Buyer inordinary course of business’” means a person that buys goods in good faith,
without knowledge that the sale violates the rights of another person in the goods, and in the ordinary
course from a person, other than a pawnbroker, in the business of selling goods of that kind. A
person buys goods in the ordinary course if the sale to the person comports with the usual or
customary practices in the kind of business in which the seller is engaged or with the seller’s own
usual or customary practices. A person that sells ail, gas, or other minerals at the wellhead or
minehead is a person in the business of selling goods of that kind. A buyer in ordinary course of
business may buy for cash, by exchange of other property, or on secured or unsecured credit, and may
acquire goods or documents of title under a pre-existing contract for sale. Only a buyer that takes
possession of the goods or has a right to recover the goods from the seller under Article 2 may be
a buyer in ordinary course of business. A person that acquires goods in a transfer in bulk or as
security for or in total or partial satisfaction of a money debt is not a buyer in ordinary course of
business.

(10) “Conspicuous’, with reference to aterm, means so written, displayed, or presented that
a reasonable person against which it is to operate ought to have noticed it. Whether a term is
“conspicuous’ or not is a decision for the court. Conspicuous terms include the following:

(A) aheading in capitals equal to or greater in size than the surrounding text, or

in contrasting type, font, or color to the surrounding text of the same or lesser size; and
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(B) language in the body of arecord or display in larger type than the surrounding
text, or in contrasting type, font, or color to the surrounding text of the same size, or set off from
surrounding text of the same size by symbols or other marks that call attention to the language.

(10a) “Consumer” means an individua who entersinto a transaction primarily for personal,
family, or household purposes

(11) “Contract” meansthetota legal obligation that results from the parties' agreement as
determined by [the Uniform Commercial Code] as supplemented by any other applicable laws.
(Compare “Agreement.”)

(12) “Creditor” includes a general creditor, a secured creditor, a lien creditor, and any
representative of creditors, including an assignee for the benefit of creditors, a trustee in bankruptcy,
areceiver in equity, and an executor or administrator of an insolvent debtor’s or assignor’s estate.

(13) “ Defendant” includes a person in the position of defendant in a counterclaim or third
party claim.

(14) “Delivery”, with respect to an instrument, document of title, or chattel paper, means
voluntary transfer of possession.

(15) “ Document of title” includes bill of lading, dock warrant, dock receipt, warehouse
receipt or order for the delivery of goods, and also any other document which in the regular course
of business or financing is treated as adequately evidencing that the person in possession of it is
entitled to receive, hold and dispose of the document and the goods it covers. To be a document of
title a document must purport to be issued by or addressed to a bailee and purport to cover goods

in the bailee's possession which are either identified or are fungible portions of an identified mass.
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(16) “Fault” means awrongful act, omission, breach, or default.
(17) “Fungible goods” means either:

(A) goods of which any unit, by nature or usage of trade, is the equivalent of any other
like unit; or

(B) goods which by agreement are treated as equivalent.

(18) “ Genuineg” means free of forgery or counterfeiting.

(19) “ Good faith,” except as provided in Article 5, means honesty in fact and the observance
of reasonable commercial standards of fair dealing.

(20) “Holder” means:

(A) with respect to a negotiable instrument, the person in possession of the negotiable
instrument if it is payable either to bearer or to an identified person that is the person in possession;
or

(B) with respect to a document of title, the person in possession of it if the goods are
deliverable either to bearer or to the order of the person in possession.

(22) “Insolvency proceeding” includes an assignment for the benefit of creditors or other
proceeding intended to liquidate or rehabilitate the estate of the person involved.
(23) An*“insolvent” person is a person that

(A) has generally ceased to pay debts in the ordinary course of business other than as
aresult of bona fide dispute as to them,

(B) is unable to pay debts as they become due; or

(C) isinsolvent within the meaning of federal bankruptcy law.
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(24) “Money” means amedium of exchange currently authorized or adopted by a domestic
or foreign government. The term includes a monetary unit of account established by an
intergovernmental organization or by agreement between two or more countries.

(28) “ Organization” means a person other than an individual.

(29) *“Party”, as distinct from a “third party”, means a person that has engaged in a
transaction or made an agreement subject to [the Uniform Commercial Code].

(30) “Person” means an individual, corporation, business trust, estate, trust, partnership,
limited liability company, association, joint venture, government, government subdivision or agency
or instrumentality, or any other legal or commercial entity.

(30a) “Present value” means the amount as of a date certain of one or more sums payable
in the future, discounted to the date certain by use of either an interest rate specified by the parties
if that rate is not manifestly unreasonable at the time the transaction is entered into or, if an interest
rate is not so specified, a commercially reasonable rate that takes into account the facts and
circumstances at the time the transaction is entered into.

(31) “Presumption” or “presumed” means that the trier of fact must find the existence of
the fact presumed unless and until evidence is introduced which would support a finding of its
nonexistence.

(32) “Purchase” means taking by sale, lease, discount, negotiation, mortgage, pledge, lien,
security interest, issue or re-issue, gift, or any other voluntary transaction creating an interest in
property.

(33) “Purchaser” means a person that takes by purchase.
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(33a) “Record” means information that is inscribed on a tangible medium or that is stored
in an electronic or other medium and is retrievable in perceivable form.

(34) “Remedy” means any remedial right to which an aggrieved party is entitled with or
without resort to atribunal.

(35) “Representative’” means any person empowered to act for another, including an agent,
an officer of a corporation or association, and a trustee, executor, or administrator of an estate.

(36) “Right” includes remedy.

(37) “Security interest” means an interest in personal property or fixtures which secures
payment or performance of an obligation. The term also includes any interest of a consignor and a
buyer of accounts, chattel paper, a payment intangible, or a promissory note in a transaction that is
subject to Article 9. The special property interest of a buyer of goods on identification of those goods
to acontract for sale under Section 2- 401 is not a “security interest”, but a buyer may also acquire
a “security interest” by complying with Article 9. Except as otherwise provided in Section 2-505,
the right of a seller or lessor of goods under Article 2 or 2A to retain or acquire possession of the
goods is not a “security interest”, but a seller or lessor may also acquire a “security interest” by
complying with Article 9. The retention or reservation of title by a seller of goods notwithstanding
shipment or delivery to the buyer (Section 2—401) is limited in effect to a reservation of a*“security
interest.” Whether a transaction in the form of a lease creates a “ security interest” is determined
pursuant to Section 1-203.

(38) “Send” in connection with awriting, record, or notice means to:
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(A) deposit in the mail or deliver for transmission by any other usual means of
communication with postage or cost of transmission provided for and properly addressed and, in the
case of an instrument, to an address specified thereon or otherwise agreed, or if there be none to any
address reasonable under the circumstances; or

(B) inany other way cause to be received any record or notice within the time it would
have arrived if properly sent.

(39) “Signed” includes any symbol executed or adopted with present intention to adopt or
accept awriting.

(39a) “State” means a State of the United States, the District of Columbia, Puerto Rico, the
United States Virgin Islands, or any territory or insular possession sub