
COVERING THE UCC

(1) After a breach within the preceding section the buyer may "cover" by making in good faith and damages the
difference between the cost of cover and the contract price together with any incidental or Uniform Commercial Code
Toolbox.

It was added to the UCC in  The original version of Article 6 was withdrawn by the Uniform Law
Commission and the American Law Institute in and replaced with two options for every state to consider:
replace Article 6 with a revised version 6, or repeal Article 6 entirely. In , Article 6 was revised and changed
from covering bulk transfers to governing bulk sales. A substantial revision to Article 9 was completed in and
adopted in all states. Article 5 was updated in to address advances in technology and modern business
practices. The buyer may then file a lawsuit against the breaching seller to recover the difference, if any,
between the cost of the goods offered and the cost of the goods actually purchased. Devoted to secured
transactions, sales of accounts, and chattel paper, it supplanted a number of earlier laws, including the
Uniform Trust Receipts Act, the Uniform Conditional Sales Act, and the Uniform Chattel Mortgage Act.
Originally drafted in , the UCC is not, by itself, law; rather, it is merely a recommendation of laws that should
be adopted by the states. The Amendments to Article 9 modify the existing statute to respond to filing issues
and address other matters that have arisen in practice following a decade of experience with the version.
Published on: Invalid date. A related article, Article 4A, governs wire transfers between banks, but has not
been universally adopted by the states. Article 7 governs warehouse receipts, bills of lading, and other such
documents relating to ownership and transportation of goods. If the buyer is able to buy elsewhere and sue for
the difference, that provides an adequate remedy. Priority defines the order in which debts must be paid off in
a bankruptcy or insolvency proceedingsâ€”those with higher priority must be paid in full before those with
lower priority. Article 8, meanwhile, is concerned with the issuance, purchase, and registration of investment
securities; it replaced the Uniform Stock Transfer Act. Currently, all 50 states, the District of Columbia, and
the U. Uniform Commercial Code. Businesspeople and legislators recognized that some measures needed to
be taken to ease interstate business transactions and curb the trend toward exhaustively detailed contracts.
Article 2 covers such areas as sales contracts, performance, creditors, good faith purchasers, and legal
remedies for breach of contract; given its concern with the always important issue of contracts, small business
owners should be thoroughly acquainted with this section. Article 2 differs from the common law of contracts
in several key respects. View Article 4A, Amendments to Article 5, Letters of Credit Uniform Commercial
Code Article 5 governs letters of credit, which are typically issued by a bank or other financial institution to its
business customers in order to facilitate trade. Article 1, titled General Provisions, details principles of
interpretation and general definitions that apply throughout the UCC. The Uniform Commercial Code in a
Nutshell. Security interests covered by UCC Article 9 include liens, mortgages, pledges, and conditional sales
contracts. Since the creation of the first nine articles, two more articles have been added to the UCC.
Pennsylvania adopted the draft as state law in , but no other state enacted it until the editorial board issued a
revised code in late  The revision sets forth rules concerning the system through which securities are held,
specifying the mechanisms by which ownership and other interests in securities are recorded and changed, and
setting out some of the rights and duties of the parties who participate in the securities holding system. Party A
is now obligated to deliver a widget, but it need not be painted white. Thus the version of Article 2 is the most
recent official version. That early uniform law was revised and incorporated into the original version of the
UCC in , and a further revision was approved in  Article 2 of the UCC, which is widely considered to be the
"bible" for contracts concerning the purchase or sale of goods in the United States, underwent a decade-long
revision process that was finally completed in  Virgin Islands have adopted the UCC as state law, although
some have not adopted every single provision contained within the code. The possibility of cover will prevent
a party from being able to sue for specific performance , which is an equitable remedy that requires the buyer
have no adequate remedy at law. The ULC recommends repeal, and nearly every state has followed that
recommendation. Article 8, "Investment Securities," includes rules regulating the issuance of security
certificates, the transfer and registration of securities, and the obligations of an intermediary who holds them.
Judge Richard Posner has suggested that the availability of cover allows for efficient breach - that is, that it
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encourages the most efficient allocation of resources by allowing a seller to breach a contract to sell goods to
one buyer when another, more lucrative opportunity comes along. An instrument is negotiable if it can be
transferred to another person and remain enforceable against the person who originally made the promise to
pay. Each article was separate and distinct from the other articles, and covered a specific topic in commercial
law. It regulates the obligations of a buyer of a bulk sale. The major impetus behind the changes was updating
Article 2 to accommodate electronic commerce. Recognizing that drafting a combined commercial code was a
massive undertaking, the ULC invited ALI to participate in the codification project, and the ALI board
accepted the invitation in  The ULC officially took on the task of drafting a comprehensive code to provide
guidelines for all commercial transactions in  Under the Uniform Commercial Code , the buyer is permitted
but not required to find another source of the same type of goods. In , the ULC and the American Law Institute
joined in a partnership that put all the component commercial laws together in a comprehensive Uniform
Commercial Code that was offered to the states for their consideration in 


