UNITED STATES COURT OF APPEALS FOR THE TENTH CIRCUIT

Casto v. Arkansas-Louisiana Gas Co.

562 F.2d 622 (10th Cir. 1977) - Decided September 20, 1977

SUMMARY

The court held that Oklahoma law governed the availability of prejudgment interest in diversity

personal-injury actions. Under 12 O.S. § 727(2), prejudgment interest was properly awarded on

personal-injury damages, but not on exemplary damages because exemplary damages are punitive

rather than compensatory. The judgment was affirmed in part, reversed to eliminate prejudgment

interest on exemplary damages, and remanded for amendment.
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1. Whether Oklahoma or federal law governed the availability of prejudgment interest in this diversity

action.



2. Whether Oklahoma law authorized prejudgment interest on damages awarded for personal injuries.

3. Whether Oklahoma law authorized prejudgment interest on an award of exemplary or punitive damages
in a personal-injury action.

HOLDINGS

1. Oklahoma law, rather than federal law, governed the allowability of prejudgment interest on the

recovery.

2. Under 12 O.S.Ann. § 727(2), prejudgment interest was properly awarded on the portion of the verdict

attributable to personal injuries.

3. Prejudgment interest was not authorized on the exemplary-damage award because exemplary damages

are punitive rather than damages by reason of personal injury.

KEY QUOTATIONS

“The Oklahoma statute, 12 O.S.Ann. § 727, subsection (2), provides for prejudgment interest as to damages
for personal injury.” (625)

“Our view of the Oklahoma interest statute together with the Oklahoma exemplary damage statute is that

award of prejudgment interest on the exemplary damages was not justified.” (626)

FACTUAL BACKGROUND

A gas explosion occurred in a residence on June 27, 1975, after Arkansas-Louisiana Gas Co. allegedly failed to
add an odorant to its gas. The defendant was held responsible, and the jury awarded damages for personal
injuries, property loss, and punitive damages. The district court awarded prejudgment interest on the personal-

injury and punitive-damage awards.

PROCEDURAL HISTORY

A jury returned verdicts totaling $345,000 for personal injuries, $10,000 for property loss, and $150,000 in
punitive damages. The district court awarded prejudgment interest on the personal-injury and punitive-damage
awards, but not on the property-loss award, and denied the defendant's motion to alter or amend the judgments.
The Tenth Circuit affirmed the award of prejudgment interest on the personal-injury damages, reversed the
award of prejudgment interest on the punitive damages, and remanded for amendment of the judgment.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The district court was directed to amend the judgment to eliminate prejudgment interest on the exemplary-

damage award while leaving the prejudgment interest on the personal-injury damages undisturbed.
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