INTEREST RATES


How is the legal interest rate calculated?

6 Del.C. § 2301(a) establishes how the legal interest rate should be calculated.  It states:

The legal interest rate is 5% over the Federal Reserve discount rate including any surcharge as of the time from which interest is due.

Therefore, to establish the legal rate of interest, 5% should be added to the Federal reserve discount rate (including any applicable Federal Reserve surcharge).

Is the legal interest rate in effect at the time the case is decided applied?

No.  Both pre and post judgment interest are to be awarded at the legal rate of interest in effect at the time the cause of action arose.

For example, a case is heard in April 2004 involving a breach of contract (in which there was no contract rate of interest), which occurred in August 2003.   The applicable legal interest rate is 2% which was the discount rate in August 2003.
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1/10/03
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