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advice is intended to be conveyed; readers should consult
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require related to the subject matter of the article. Any
commentary or opinions do not reflect the opinions of
LexisNexis, Mealey’s. Copyright # 2015 Syed S.
Ahmad and Patrick M. McDermott.]

I. Introduction

For years, reinsurers have attempted to use the Belle-
fonte case to cap their liability. Bellefonte has thus served
as a thorn in cedents’ sides for some time. However,
recent court decisions poke holes in the reinsurers’
defense. For example, a recent decision in Utica Mutual
Insurance Co. v. R&Q Reinsurance Co., No. 6:13-cv-
1332 (N.D.N.Y. June 4, 2015) demonstrates that
courts will not apply Bellefonte as a defense in wholesale
fashion, as the reinsurers advocate.

II. The Bellefonte Decision

In Bellefonte, the cedent had billed its reinsurers for
sums in addition to the reinsurance accepted amounts
identified in the reinsurance certificates.1 The rein-
surers claimed that they were not required to pay
those amounts because the certificates capped the rein-
surers’ liability at the reinsurance accepted amount.

The Second Circuit agreed with the reinsurers, find-
ing that the reinsurance accepted amount in the certi-
ficates at issue capped the reinsurers’ liability. The
court’s decision turned on a provision in the certificates
that made the reinsurance ‘‘subject to the . . . amount of
liability. . . .’’2 According to the Second Circuit, that
provision made the reinsurance subject to the reinsur-
ance accepted amount and therefore the reinsurers were
not required to pay more than that amount.3

III. After Bellefonte

Following Bellefonte, commentators roundly criticized
the decision as inconsistent with reinsurance industry
custom and practice.4 Nevertheless, reinsurers relied on
the decision and sought to expand its reach by arguing
that reinsurance accepted amounts capped their liability
even in the absence of clauses like that in Bellefonte that
made the reinsurance ‘‘subject to the . . . amount of
liability.’’ And, despite any such differences in the
terms of the certificates, many courts blessed those
arguments.5 Some courts even started to refer to a ‘‘pre-
sumption’’ that reinsurance accepted amounts in all
certificates capped reinsurers’ liability, contrary to the
well-established principles that courts should interpret
contracts according to their specific terms.6

These decisions ignored relevant differences between
the certificates at issue in those cases and the certificates
in Bellefonte. They also disregarded reinsurance indus-
try custom and practice. Reinsurers obtained ruling
after ruling limiting their liability at reinsurance
accepted amounts when the language of the certificates
did not support such a limitation.
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IV. Reining In Bellefonte
But recent court decisions have started to turn the tide
in cedents’ favor. The rulings have recognized that
courts should evaluate each contract based on the spe-
cific terms and provisions at issue. And the courts have
refused to apply the result in Bellefonte where differ-
ences in contract language call for different outcomes.

For example, in Utica v. Munich Re, the Second Circuit
reversed the trial court’s ruling that the reinsurance
accepted amount unambiguously capped the reinsurer’s
liability.7 The Second Circuit found it particularly
important that the certificate in that case did not contain
the same ‘‘subject to the . . . amount of liability’’ as the
certificates in Bellefonte.8 Thus, the Bellefonte ruling did
not apply. And, the Second Circuit rejected the notion
that reinsurance certificates were subject to a categorical
presumption that the reinsurance accepted amount
capped the reinsurer’s liability.9 The court concluded
that the certificate was ambiguous and remanded the
case to the trial court for further proceedings.10

A Pennsylvania state court then followed in the Second
Circuit’s footsteps.11 In that case, the reinsurer moved
for summary judgment and argued that the reinsurance
accepted amounts in its certificates capped its liability.
The court denied the reinsurer’s motion. Like in Utica,
the court found it significant that the certificates did not
make the reinsurance ‘‘subject to the . . . amount of
liability.’’12 And, like the Second Circuit, the court
found that there was no presumption regarding the rein-
surance accepted amount applicable to every single rein-
surance contract.13 Therefore, the reinsurance accepted
amount did not necessarily cap the reinsurer’s liability.

In a more recent decision, Utica v. R&Q, a federal dis-
trict court in New York reached the same conclusion.14

In that case, the court recognized that the result in Bel-
lefonte did not necessarily apply because the reinsurer’s
certificate did not contain the same ‘‘subject to the . . .
amount of liability’’ provision as the Bellefonte certifi-
cates.15 Moreover, two other provisions in the certificate
implied that the reinsurance accepted amount did not
cap the reinsurer’s liability.16 Accordingly, the court
denied the reinsurer’s motion for summary judgment.

Even a recent decision in favor of a reinsurer demon-
strates that courts should not disregard the pertinent
provisions in the reinsurance certificates in dispute to
follow the conclusion in Bellefonte. In that case, the
court granted summary judgment to the reinsurer,

Global, finding that the reinsurance accepted amount
in the reinsurance certificates capped Global’s liabi-
lity.17 After the Utica decision, the cedent moved the
court to reconsider its earlier decision. The court denied
the reconsideration request. The court explained that
‘‘the holding in Utica was based on the language of the
particular reinsurance certificate at issue there, which
differs from the Certificates here.’’ Because the certifi-
cates at issue provided that the reinsurance was ‘‘subject
to’’ either the ‘‘amount of liability’’ or ‘‘limits of liability’’
in each certificate, the court followed the conclusion in
Bellefonte.18 Importantly, even though the Global deci-
sion followed Bellefonte, it did so not with a blind eye to
the relevant contract language. Instead, the court did
so with a specific finding that the contract language at
issue was similar to that considered in Bellefonte.

These recent rulings show that courts have finally
returned to the contract principle of interpreting rein-
surance contracts based on their actual terms. Cedents
should take solace in these decisions and reinsurers
should reconsider their opportunistic attempts to use
Bellefonte as a talisman to cap their liability.
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