






4

Punitive Damages under US Maritime Law

Shipowner’s liability for punitive damages
based on the acts of managerial agents

Exxon asserted that it was an error to instruct the jury that a corporation is
responsible for the reckless acts of employees in a managerial capacity
while acting within the scope of their employment, unless the corporation
had directed, countenanced or participated in such actions. The Supreme
Court was divided on this issue and therefore decided to uphold the Ninth
Circuit ruling undisturbed, thus establishing the basis of liability for an
award of punitive damages against Exxon.

Effect of the Clean Water Act on the
availability of punitive damages under
maritime law

Here the Supreme Court decided that the Clean Water Act’s water pollution
penalties did not pre-empt punitive damage awards in maritime spill cases.
It was common ground that this legislation did not displace civil claims for
compensatory remedies and, in the absence of a clear intention to the
contrary, there was no reason why it should displace claims for punitive
damage for private harms.

Measure of punitive damages in maritime law

In what is probably the most important part of the judgment, the Supreme
Court went on to consider the fundamental issues of when punitive
damages should be awarded and whether limits should be placed on 
such awards.

Punitive damages have been awarded in US Courts since the mid-19th
century. They are confined to cases of “enormity” in which the defendant’s
conduct is “outrageous” owing to “gross negligence”, exhibiting “wilful,
wanton and reckless indifference to the rights of others”. The aim is
retribution and to deter future harmful conduct.

The amount of punitive damages awarded has always been the subject of
much debate. The rules in individual States vary with some jurisdictions

imposing an absolute monetary cap while others favour a maximum ratio
of punitive to compensatory damages. Jury verdicts are also reviewed on
appeal in order to determine whether they are reasonable.

The Supreme Court noted that awards in the US are generally higher than
in many other countries. Despite the constraints imposed by State
legislation and appeal courts, they also appear to be unpredictable, with a
wide range of awards that do not show a consistent approach to cases
involving similar claims and circumstances.

There is no inherent logic to the amount of punitive damages in terms of
the extent of the loss or damage that regulates compensatory awards. They
are meant to signify and punish egregious conduct but without a tariff
designed to produce a consistent outcome in similar cases. Of course, jury
instructions do attempt to offer guidance based upon reasonableness and
proportionality but, in the opinion of the Supreme Court, this had not
achieved systematic consistency.

In considering how to promulgate a common approach to the assessment
of maritime punitive damages the Supreme Court rejected the idea of
general verbal formulations based upon the rationale behind such awards.
The alternative approach of set financial limits by reference to a hard dollar
cap was also rejected as being too crude. The Supreme Court therefore
decided that the correct approach should be to peg punitive to
compensatory damages using a ratio. It decided that this ratio should be
1:1 so that punitive damages should henceforth be limited to an amount
equal to the compensatory damages. On that basis a punitive award of
$507.5m was made. Such an approach is more practical than principled
but does factor in an historical analysis of what juries have regarded as
reasonable and will also take into account inflation.

This decision should be welcomed as a clear statement of the law in 
a difficult area. It arises from a consideration of the extent of corporate
responsibility for environmental impairment but is of far more 
general application.

       






