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/s/ Frank Covello  

HON. FRANK COVELLO 

 UNOPPOSED  

Default interest rates in a contract are reviewed in the same context as liquidated 
damages clauses. See Metlife Cap. Fin. Corp. v. Wash. Ave. Assocs. L.P., 159 N.J. 
484, 496 (1999). Default interest rates are assessed because “the actual losses resulting 
from a commercial loan default are difficult to ascertain.” Mony Life Ins. Co. v. 
Paramus Parkway Bldg., Ltd., 364 N.J. Super. 92, 103 (App. Div. 2003). Because 
default interest rates are meant to compensate the lender for the potential costs of 
administering a defaulted loan, the potential interest rate difference in a loan to replace 
lost funds, and other damages, default interest provisions are presumed reasonable, 
especially in commercial contracts between sophisticated parties. Metlife, 159 N.J. at 
496, 501. The party challenging the default interest rate bears the burden of proving its 
unreasonableness. Id. at 496.  
 
In this instance, this court improperly shifted the burden to the plaintiff to establish the 
reasonableness of a a default interest rate, rather than requiring the defendant to prove 
its unreasonableness.  The motion was unopposed and should have been granted.  
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