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Breaking Ground: State Court Uses Admiralty Jurisdiction to Deny 
Prejudgment Interest 

By Michaël Fischer1 
 
In the first known decision of its kind, a state court sitting in admiralty recently 
ruled that it could deny a plaintiff recovery of prejudgment interest based on state 
law principles that supplement and are incorporated into federal maritime law. 
 
In a case governed by federal maritime law, the Plaintiff sought prejudgment 
interest based on California Civil Code sections 3287 and 3289.     
 
Section 3287 allows prejudgment interest where the defendant knows the 
amount of damages owed, or can reasonably calculate them, prior to the time of 
verdict. Section 3289 sets the prejudgment interest rate at 10% per year.  
 
Plaintiff submitted a judgment requesting prejudgment interest at the rate of 10%. 
McKasson Klein & Holmes LLP (“MKH”) objected to the judgment on behalf of its 
client, the Defendant, under both state and federal law.  
 
First, MKH argued that Plaintiff could not receive prejudgment interest under 
state law as that law prohibits an award of interest when a defendant cannot 
reasonably calculate the liquidated damages (damages that are known and able 
to be calculated). To that end, MKH pointed out that: 
 

 Plaintiff never gave Defendant a clear indication of how much Defendant 
might owe; 

 Defendant could not calculate its share of damages until the jury 
apportioned the damages between other potentially liable parties; 

 A significant dispute existed throughout the case regarding whether 
Plaintiff properly mitigated its damages; and 

 Plaintiff’s damages were hotly contested through the time of trial.   
 
Second, MKH argued that, even if federal maritime law applied to preempt (or 
take precedent over) section 3287, Plaintiff could not recover prejudgment 
interest at the rate of 10%, but rather at the federal rate set by 28 USC 1961 (a 
rate tied to the Treasury Yield which would only be approximately 1.8%). 
 
Plaintiff, caught off-guard and recognizing the very real possibility that it might 
recover nothing at all, did an “about face” and argued that federal maritime law 
did in fact apply, and that Plaintiff should be awarded 10% interest on that basis.     
 
Anticipating Plaintiff’s reversal, MKH countered that federal maritime law 
regarding the awarding of prejudgment interest does not preempt California’s 
section 3287 under the little known, and even less understood, doctrine of federal 
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preemption. MKH pointed out that, under the preemption doctrine, federal 
maritime common law cannot preempt state statutory law unless there is a direct 
conflict between the two. If there is no conflict, the state law may be deemed to 
“supplement” the federal law and therefore be incorporated as federal maritime 
law in that case. 
 
MKH then explained that as Section 3287 makes the award of prejudgment 
interest mandatory if the defendant can reasonably calculate the amount of 
damages owed, and an award of prejudgment interest is entirely discretionary 
under federal maritime law, there was no preemption in this case. 
 
Although Plaintiff tried to find authority contrary to the cases cited by MKH, it 
could not. The court agreed with MKH, ruling that while this was indeed a 
maritime case, section 3287 applied and was not preempted by federal law. As a 
result, Plaintiff was denied any prejudgment interest.      
 
No prior court sitting in admiralty had ever ruled in any reported decision that a 
court may rely on state law to supplement maritime law and deny prejudgment 
interest.     


