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CHAPTER 401
UNIFORM COMMERCIAL CODE — GENERAL PROVISIONS

SHORTTITLE, CONSTRUCTION, APPLICAION AND SUBJECT MA'TER. GENERAL DEFINITIONS AND PRINCIPLES
401.101 Short title. OF INTERPRERTION.
401.102 Purposes; rules of construction; variation by agreement. 401.201 General definitions.
401.103 Supplementary general principles of law applicable. 401.202 Prima facie evidence by third party documents.
401.104 Construction against implicit repeal. 401.203 Obligation of good faith.
401.105 Territorial application of chs401to411; parties’ power to choose applica 401.204 Time; reasonable time; “seasonably”.

ble law. 401.205 Course of dealing and usage of trade.
401.106 Remedies to be liberally administered. 401.206 Statute of frauds for kinds of personal property not otherwise covered.
401.107 Waiver or renunciation of claim or right after breach. 401.207 Performance or acceptance under reservation of rights.
401.108 Severability. 401.208 Option to accelerate at will.
401.109 Section captions. 401.209 Subordinated obligations.

SHORTTITLE, CONSTRUCTION, APPLICAION AND 401.105 Territorial application of chs. 401 to 411, par -
SUBJECT MATER. ties’ power to choose applicable law . (1) Except agpro-

videdin this section, when a transaction bearsasonable rela

tion to this state and also to another state or nation the parties may

agreethat the law either of this stade of such other state or nation

shall governtheir rights and duties. Failing such agreement chs.

401to411 apply to transactions bearing an appropriate relation to

401.102 Purposes; rules of construction; variation by this state. . .

agreement. (1) ChapterstOlto411shall be liberally construed  (2) Whereone of the following provisions of ch$01to 411

andapplied to promote its underlying purposes and policies. specifiesthe applicabldaw, that provision governs and a contrary
(2) Underlying purposes and policies of ch81to411are: agreemenis efective only to the extent permitted by the law

(a) To simplify, clarify and modernize the law governing com(includingthe conflict of laws rules) so specified:

401.101 Short title. Chaptergl01to 411 shall be known and
may be cited as uniform commercial code.
History: 1979 c. 1771991 a. 148304, 315

mercialtransactions; (a) Sectior402.4020n rights of creditors against sadods.
(b) To permit the continued expansiohcommercial practices () Sectior404.102on applicability of ch404.
throughcustom, usage and agreement of the parties; (c) Section406.1020n bulk transfers subject to ctD6.

(c) To make uniform the law among the various jurisdictions. (d) Sectior408.110on applicability of ch408.

(3) Theeffect of chs401to411may be varied by agreement, (e) Sectiont09.1030n the perfection provisions of c09.

exceptas otherwise provided in ch1to411and except that the (f) Section410.5070n the governing law on funds transfers.

obligationsof good faith, diligence, reasonableness and care pre . S
; ; ; (g) Sectionst11.105and411.1060n applicabilityof ch.411
scribedby chs.401to 411 may not be disclaimed by agreement §)Swry: 1073 . 2151970 . 891091 &, 148304 315 1097 & 267

bUt. the partles may by agreemem. de.terml.ne the standards NOTE: See s. 127.18 concerning conflicts between chs. 401 tbafd ch. 127,

which the performance of such Obllgatlons is to be measuredh warehouse keepers and grain dealers security act.

suchstandards are not manifestly unreasonable. Reasonableelation and party autonomy under the uniform commenmd.
(4) Thepresence iertain provisions of chd01to411of the RYan63 MLR 219 (1979).

words“unless otherwise agreed” or words of similar import doef0 . . -
; i ; 1.106 Remedies to be liberally administered.
not imply that the ééct of other provisions may not be varied b}(l) The remedies provided by ch&01 to 411 shall beliberally

agreementinder sub(3). administeredo the end that the aggrieved party may be putin as
(5) In chs._401to 411unless the c_ontext otherwise reqw_res:gooda position as if thether party had fully performed but nei
(@) Words in the singular number include the plural, artién her consequential or special nor penal damages may be had
pluralinclude the singular; _ o exceptasspecifically provided in ch€l01to411or by other rule
(b) Words of the masculingender include the feminine andof |aw.

the neutey and when the sense so indicates words ohéger (2) Any right or obligation declared by ché01 to 411 is

gi?gﬁ“?éfg&%ﬁ? &%Q&e; 15 enforceabléoy action unless the provision declaring it spec#ies
v ' ' ’ differentand limited efect.

401.103 Supplementary general principles of law  History: 1979 ¢c. 891991 a. 148304 315

applicable. Unless displaced by the particular provisions of ch
40lto411the principles of law and equincluding the law mer breach. Any claim or right arising outf an alleged breach can

chantand the law relative toapacity to contract, principal andbe dischaged in whole or in part without consideration by awrit

agent,estoppel, fraud, misrepresentation, duress, coenci, ’ it ianexhd deli d by th ieved
take, bankruptcy or other validating or invalidating cause shalf€"Walver or renunciation sign elivered by the aggreve

supplementts provisions. party.
History: 1979 c. 891991 a. 148304, 315.

701.107 Waiver or renunciation of claim or right after

401.108 Severability. If any provisionor clause of chgl01
401.104 Construction against implicit repeal. Chapters to 409 or application thereof tany person or circumstances is
401to 411 being a general act intended as a unified coveshgeheld invalid, suchinvalidity shall not dkect other provisions or
its subject mattemo part of it shall be deemed to be impliedlgpplicationsof chs.401to 409 which can be given fefct without
repealedby subsequent legislation if such construction an theinvalid provision or application, and to this end the provisions
sonablybe avoided. of chs.401to 409 are declared to be severable.
History: 1979 c. 891991 a. 148304, 315 History: 1979 c. 89
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401.109 Section captions. Section captions are parts of chs. (13) “Defendant”includes a person in the position of defend

401to 411, notwithstanding $990.001 (6) antin a cross—action or counterclaim.
History: 1979 c. 891993 a. 213 (14) “Delivery” with respect to instruments, documents of
title, chattel paper acertificated securities means voluntary trans
GENERAL DEFINITIONS AND PRINCIPLES fer of possession.
OF INTERPRERTION. (15) “Documentof title” includesbill of lading, dock warrant,

dockreceipt, warehouse receipt or order fordeévery of goods,
andalso any other documewhich in the regular course of busi

tions contained in chgl02to 411 which are applicable to specific nessor financing is treated as adequately evidencing that the per

: i i f it is entitled teceive, hold and dispose of
chaptersor parts thereofand unless the context otherwis onin possession o . . ;
requires;jn chs.401to 411 etShe document and the goods it coversa be a document of title

PO - L adocument must purport to be issued by or addressed to a bailee
(1) “Action” in the sensef a judicial proceeding includes gnq purport to cover goods in the bailegossession which are
rec%qpm_entcr(])_up]te_rcrllalm, Seéﬁfsu't In e(?wty anany other pro  githeridentified or are fungible portions of an identified mass.
ceedingsin which rights are determined. = (16) “Fault” means wrongful act, omission or breach.
(2) “Aggrieved party” means a party entitled to resort to a (17) “Fungible” with respect to gooder securities means

remedyu/. ., . . goodsor securities of which any unit iy nature or usage of
(3) “Agreement” means théagain of the parties in fact astrade,the equivalent of any other like unit. Goods whichrare

found in their language or by implication from other circumfyngible shall be deemed fungible for cH€11to411to the extent

stancesncluding course of dealing or usage of tradeourse of that under aparticular agreement or document unlike units are

performanceas provided in chsd01 to 411 (ss.401.205and  treatedas equivalents.

402.208. Whether an agreement has legaisequences is deter (18) “Genuine” means free of fgery or counterfeiting.

Ln;zterggéghzoélf 16%4(1(]:“0':“%2?20.%%%“32?;Wlse bihe law of (19) “Good faith” means honesty in fact in the conduct or
' ’ ’ ) trfansactiomoncerned.

bar(]i)ingBank meansany person engaged in the business o (20) “Holder”, with respect to a negotiable instrument, means
o . . . . the person in possession if the instrumisrpayable to bearer,or
(5) “Bearer"means the person in possession of an instrumeR{ihe case of an instrument payable to an identified person, if the
documentof title, or certificated security payable to bearer qgenified person isn possession. “Holder”, with respect to a-doc
endorsedn blank. umentof title, means the person in possession if the goods are
(6) “Bill of lading” means a document evidencing the receigtliverableto bearer or to the order of the person in possession.
of goods for shipment issued by a person engaged in the businesQl) To “honor” is to pay or to accept and pay where a
of transporting or forwarding goods, and includes an airbill-“Aireditsoengages to purchase or discount a draft complying with
bill” means a document serving for mamsportation as a bill of theterms of the credit.
lading doesfor marine or rail transportation, and includes an air (22) “Insolvency proceedings” includes any assignmét

consignmennote or air waybil. _ _thebenefit of creditors or other proceedings intendditjtadate

(7) “Branch” includes aseparately incorporated foreignor rehabilitate the estate of the person involved.
branchof a bank. o (23) A person is “insolvent” who either has ceased to pay his

(8) “Burdenof establishing” a fact means the burden of pepr herdebts in the ordinary course of business or cannot pay his
suadingthe triers of facthat the existence of the fact is more probor her debts as they become due or is insolvent within the meaning
ablethan its nonexistence. of the federal bankruptcy law

(9) “Buyer in ordinary course of business” means a person (23m) A person “knows” or has “knowledge” of a fact when
who in good faith and without knowledge that the sale to the pehe person has actual knowledge of it. “Discover” or “learn” or a
son is in violation of the ownership rights or security interest ofugord or phrase osimilar import refers to knowledge rather than
3rd party in the goods buys rdinary course from a person in theo reason to know The timeand circumstances under which a
business of selling goods of that kind but does not include apawwbticeor notification may cease to bdegftive are not determined
broker. All persons who sell minerals or the like (including oil anédy chs.401to 411
gas)at wellhead or minehead shall be deemodoe persons in the (24) “Money” means a medium of exchange authorized or
businesof selling goods ofhat kind. “Buying” may be for cash adoptecby a domestic or foreign government amcudes a mon
or by exchange of other property or on secured or unsecured crggify unit of accounestablished by an ingovernmental @a-

andincludes receiving goods or documents of title under a pregyzationor by agreement between 2 or more nations.
isting contract for sale but does not include a transfer in bulk or as(25) A person has “notice” of a fact when:

securityfor or in total or partial satisfaction of a money debt. o
“ . ; . .. (a) The person has actual knowledge of it; or
(10) “Conspicuous™A term or clause is conspicuous when it . A . .
is sowritten that a reasonable person against whom it is to operatd?) The person has received a notice or nofification of it; or
oughtto have noticed it. A printed heading in capitals (as: NON (c) From all the facts and circumstances known at the time in
NEGOTIABLE BILL OF LADING) is conspicuous.Language duestionthe person has reason to know that it exists.
in the body of a form is “conspicuous” if it is indgr or other con (26) (a) A person “natifies” of'gives” a notice or notification
trastingtype or color But in a telegram any stated term is “conto another by taking such steps as may be reasonably required to
spicuous”. Whether a term or clause is “conspicuous” or not is fimform the other in ordinary course whether or not such other actu
decisionby the court. ally comes to knowef it. A person “receives” a notice or notifica
(11) “Contract’ means the total legabligation which results tion when:
from the parties’ agreement asemted by chs401to411and any 1. It comes to the perssnattention; or
otherapplicable rules of lan(Compare “Agreement”.) 2. Itis duly delivered at the place of business through which
(12) “Creditor” includes a general credifa securedreditoy ~ the contract was made or at any other place held out by the person
alien creditor and any representative of creditors, including asthe place for receipt of such communications.
assignedor the benefit of creditors, a trustee in bankrupecy  (b) Notice, knowledge or a notice or notification received by
receiverin equity and an executor or administradban insolvent an organization iseffective for a particular transaction from the
debtor’sor assignds estate. time when it is brought to the attention of the individual conduct

401.201 General definitions. Subjectto additional defiri
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ing that transaction, and in any event from the time when it would 1. That the present value, as defined i414.103 (1) (u) of

have been brought to the individisdttentionif the oganization the consideration that the lessee is obligated to pay the lessor for
hadexercised dudiligence. An aganization exercises due dili theright to possession and use of the goods is substaripll
gence if it maintains reasonafstautinesfor communicating sig to or is greater than the fair market value of the goods when the
nificant information to the person conductitige transaction and leaseis entered into.

thereis reasonable compliance with the routines. Due diligence 2. That the lessee assumes risk of loss ofjtiwels, or agrees
doesnot require an individual acting for theganization to com to pay taxes, insurance, filingecording or registration fees, or
municateinformation unless such communication is part of theerviceor maintenance costs with respect to the goods.

individual's regular duties or unless the individies reason to 3. Thatthe lessee has an option to renew the lease or to
know of the transaction and that the transaction would be matgficomethe owner of the goods.

ally affe(jted by.the. |nf9rmat|on. . 4. That the lessee has an optiorrenew the lease for a fixed

(28) “Organization” includes a corporation, governmemt ent that is equal to or greater than the reasonably predictable fair
governmentabubdivision or agengyusiness trust, estateust, marketrent for the use of the goods for the term of the renewal
partnershipor association, 2 or more persons having a jeint whenthe option is to be performed.

commoninterest, or any other legal or commercial entity 5. That the lessee has aption to become the owner of the
(29) “Party”, as distinct from “3rgbarty”, means a person whoggodsfor a fixed price that is equal to or greater than the reason
has engaged in a transaction or made an agreement wittO&hs apy predictable fair market value of the goods when the ofgtion
o411 to be performed.
(30) “Person” includes an individual @n oganization (See  (d) For purposes of this subsection:

$.401.103. . . 1. Additional consideration is not nominal if, when the option

(31) “Presumption”or “presumed” means that the triefaft  to renew the lease is granted to the lessee, the rent is stated to be
mustfind the existence of the fact presumed unless and until eifie fair market rent for the use of the goods for the term of the
denceis introduced which would support a finding of its nonexisenewaldetermined when the option is to be performed, or when
tence. the option to become thewner of the goods is granted to the les

(32) “Purchase”includes taking by sale, discount, negotiseethe price is stated to be the fair market value of the goods deter
ation, mortgage, pledge, lien, issue or reissue, gift or any otlremedwhen the option is to be performed. Additionahsider
voluntarytransaction creating an interest in property ationis nominal if it is less than the lesseeasonablpredictable

(33) “Purchaser” means a person who takes by purchase.costof performing under the lease agreement ifdhton is not

(34) “Remedy” means any remedial right to which anexercised. . n .
aggrievedparty is entitled with or without resort to a tribunal. 2. Reasonably predictable and remaining econdifaiof the

(35) “Representativeincludes an agent, arfiokr of a corpe goodsare determined with reference to the facts and circum

rationor association, and a trustee, executor or administrator ofsetlﬂnceSNhen the transaction is entered into.

estateor any other person empowered to act for another (38) “Send”in connection with any writing or notice means
(36) “Rights” includes remedies. to deposit in the mail or deliver for transmission by any other usual

« L i . . meansof communication with postage or cost of transmission
(37) (a) “Security interest” means ainterest in personal nroyidedfor and properly addressed and in the case of an-nstru
propertyor fixturesthat secures payment or performance of aQentto an address specified thereon or otherwise agreed, or if
obligation. The retention or reservatiartitle by a seller of goods thereis none to any address reasonable under the circumstances.
notwithstandingshipment or delivery to the buyes limited in  The receipt of any writing or notice within the time at which it
effect to a reservation o& “security interest’. The term alsowould have arrived if properly sent has thteef of a proper serd
includesany interest of a buyer of accounts or chattel paper thsﬁ@_
is subject to ch409. The special property interest of a buyer of (39) “Signed” includes any symbol executed or adopted by a
goodson identification of suclgoods to a contract for sale undebartywith present intention to authenticate a writing
s.402.401is not a “security interest”, but a buyer may asquire “ Y ’
a“security interest” by complying with c#09. Unlessa lease or ~ (40) “Surety” includes guarantor _ .
consignments intended as securjteservation of title thereunder ~ (41) “Telegram” includes a message transmitted by radio,
is not a “security interest” but a consignménin any event sub teletype,cable, any mechanical method of transmission, or the
jectto s.402.326 like.
(b) Whether a transaction creates a lease or security interest i§42) “Term” means that portion of an agreement whedhtes
determinecby the facts of each case. A transaction creates a sd@@ particular matter
rity interestif the consideration that the lessee is to pay the lessor(43) “Unauthorized” signature mean®ne made without
for the right to possession and use of the goods is an obligationdfotual,implied or apparent authority and includes @éoy.
theterm of the lease not subject to termination by the lessee anq44) “Value”. Except as otherwise provided with respect to

any of the following applies: negotiableinstruments and bank collections #83.303404.210
1. The original term of the lease is equal to or greater than ted 404.21) a person gives “value” for rights if the person
remainingeconomic life of the goods. acquireshem:

2. The lessee is bound to renew the lease for the remaining(@) In return for a binding commitment to extend credit or for
economidife of the goods or is bound leecome the owner of the the extensionof immediately available credit whether or not
goods. drawnupon and whether or not a cherback isprovided for in

3. The lessee has an option to renew the lease for the remilf €vent of dffculties in collection; or
ing economidife of the goods for no additional consideration or () Assecurity for or in total or partial satisfaction of a preex
nominaladditional consideration upon compliance with the leaggfing claim; or
agreement. (c) By acceptinglelivery pursuant to a preexisting contract for

4. The lessee has an optianbecome the owner of the goodgPurchasepr
for no additional consideration or nominal additional consider (d) Generallyin return for any consideration fafent to sup

ationupon compliance with the lease agreement. porta simple contract.
(c) A transaction does not create a security interest merely(45) “Warehouseaeceipt’ means a receipt issued by a person
becauset provides any of the following: engagedn the business of storing goods for hire.
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(46) “Written” or “writing” includesprinting, typewriting or (6) Evidenceof a relevant usage of traddesed by ongparty

any other intentional reduction to tangible form. is not admissible unless and until the party has giverother
History: 1973 c. 2151979 c. 891983 a. 1891985 a. 2371991 2148 304,315  party such notice as theourt finds sufcient to prevent unfair sur
316 1995 a. 449 o _ Jriseto the latter
Purchaserbecame buyers in ordinary course of business when goods bec mﬁistory: 1991 a. 316

identifiedto a purchase contract. Daniel8ank of Hayward144 Ws. 2d 931425
N.W.2d 416(1988).

Buyerin ordinary coursef business under article 9 of the uniform commerciaf"O:I"ZO6 Statute of frauds for kinds of personal prop b

code(and related matters). Skilton, 1974 WLR 1. erty not otherwise covered. (1) Except in the cases
describedn sub.(2) a contract for the sale of personal property for
401.202 Prima facie evidence by third party docu - theprice of $5,000 or more is not enforceable by whgction or

ments. A document in due form purportinglbe a bill of lading, defenseunless there is some writing which indicates thedba

policy or certificate of insurance,fafial weighet's or inspectds  tractfor sale hadeen made between the parties at a defined or

certificate,consular invoice, or any other document authorized statedprice, reasonably identifies the subject matted is signed

requiredby the contract to be issued by a third party shall be prirhg the party against whom enforcement is sought or by the party’

facie evidence of its own authenticity and genuineness atfteof authorizedagent.

factsstated in the document by the third party (2) Subsectior(1) does not apply to contracts for the sale of
goods(s. 402.20) nor of securitiegs.408.113 nor to security

401.203 Obligation of good faith. Everycontract or duty agreementgs.409.203.

within chs.401to 411 imposes an obligatioaf good faith in its (3) A contract which, bufor sub.(1) would be enforceable, is

performanceor enforcement. enforceable:
E'Stowi ‘ Cld979 c. ,89d1,991 a ;433;4’ '3:|15 hmano7 W, 2d 100263 N.Wad (@) If the party against whom enforcemens@ight admits in
155(1080) oo © discussea Al Heise mand7 Ws. 0293N-W2d  that party's pleading, testimony or otherwise in cotinat a con

This section does not support an independent cause of action for failure to adf@ctfor sale was made, bUt_the contraatds enforceable under
goodfaith under a contract. Hauerlnion State Bank afautoma192 Ws. 2d 576~ sub. (1) beyond the quantity or extent of personal property
532N.W.2d 456(Ct. App. 1995). admitted:or

Good faith under the code. Eiserhes4 MLR 1. X .

b (b) With respect tpersonaproperty for which payment has

401.204 Time: reasonable time: “seasonably”. beHeiSr:(r)r:);’:_\d;e9 S\ln;j gfﬁcl%gge;j 2%rywhlch has been received and accepted.

(1) Whenevemhs' 40_1 to 411 r_equwe _a“Y action tO_ be taken A memo regarding negotiations for a sale did not satisfy the statute of frauds. Dai
within a reasonable time, any time which is not manifestly unregand Financial Corp. VFICB of St. Paulg52 F2d 242(7th Cir 1988).

sonablemay be fixed by agreement.

(2) Whatis a reasonablime for taking any action depends orf01'2?7. hPterforrrl1arjAce or aﬁceptiﬂce llj.n.c:er reser;{a of
the nature, purpose and circumstances of such action. ion of rights. (1) A party who, withexplicit reservation o

L ken “ bl when it i K rights, performsor promises performance or assents to perfor
_(3) An action is taken “seasonably” when it is taken at Qhancein a manner demanded ofesed by the other party does

within the time agreed or ifo time is agreed at or within a reasonn ot thereby prejudice the rights reserved. Such words as “without
at:jef'm?'lg7g 691901 . 148304 315 prejudice”,“under protest” or the like are diafent.

stor: © & ' (2) Subsection(1) does not apply to an accord and satisfac

401.205 Course of dealing and usage of trade. (1) A t'oHri‘émry_ 1665 5. 445
CourseOf dealm.g IS a sequen_ce of p_rev!qus conduct between tI’]%nissection does not apply to “full payment” checks. Three rules relating to con
partiesto a particular transaction whichférly to be regarded as siderationand accord and satisfaction are discussed. Flambeau Praddotsey

establishinga common basis of understanding for interpretinge!l Systems116 Ws. 2d 95341 N.w2d 655(1984).

their expressions and ot.her conduc_t. . 401.208 Option to accelerate at will. A term providingthat
_ (2) A usage of trade is any practice or method of de&lévg oneparty or theparty's successor in interest may accelerate pay
ing such regularity of observance in a place, vocation or tradeagnt or performance or require collateral or additional collateral
to justify an expectation that it will be observed with respect to thgy wi|l” or “when the party deems himself or herself insecure” or
transactiorin question. The existence and scope of such a usgg@ords of similar import shall be construed to mean that the party
areto be proved as facts. If it is established that such a isaggay do soonly if the party in good faith believes that the prospect
embodiedn a written trade code or similauriting the interpreta.  of payment or performance is impairethe burden of establish
tion of the writing is for the court. ing lack of good faittis on the party against whom the power has
(3) A course of dealing between parties and any usage of treé@enexercised.
in the vocation or trade in which they are engaged or of which theyfistory: 1991 a. 316
areor should beware give particular meaning to and suppleme
or qualify terms of an agreement.
(4) The express terms of an agreemeamtd an applicable
courseof dealing or usage of trade shall be construed where
reasonabl@s consistent with each other; but when sigistrue

%1.209 Subordinated obligations. An obligation may be
issuedas subordinated to payment of another obligation of the
personobligated, or a creditor may subordinate the creditaght
YSrpayment of an obligation by agreement with either the person
SO .~ obligatedor another creditor of the person obligated. Sucha sub
tion is unreasonable express terms control botirse of dealing o ginationdoes not create a securingerest as against either the
andusage of trade and course of dealing controls usage of tr mondebtor or a subordinated creditarhis section shabie

(5) An applicable usage of trade in the place where any parte@hstruedas declaring the law as it existed prior to the enactment
performances to occur shall be used in interpreting the agreemestthis section and not as modifying it.
asto that part of the performance. History: 1991 a. 316
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