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Bef ore GARWOOD, HI G3 NBOTHAM and SM TH, G rcuit Judges.
PATRICK E. H Gd NBOTHAM Circuit Judge:

Plaintiffs, Drs. Bet hea, Moust oukas and \Weaver, LLC,
(“Bethea”) appeal the district court’s decision to grant St. Paul
Guardi an | nsurance Conpany’s notion to dism ss pursuant to Federal
Rule of Gvil Procedure 12(b)(6). Bethea asserts that the facts

alleged in its Second Anended Conplaint are sufficient to state



clains of detrinmental reliance and unjust enrichnent. St. Paul
asserts that the insurance policy, being valid and unanbi guous,
precludes the possibility of any reasonable reliance on extra-
contractual representations and justifies any enrichnent St. Pau
obtained. W agree with St. Paul and affirmthe district court’s
di sm ssal with prejudice.
I

This is an insurance dispute between St. Paul Guardian
| nsurance Conpany and a putative class of previous policyhol ders.
The nedical malpractice policy at issue (1) provides that both
parties have the right to non-renewal; (2) includes an integration
clause that limts the way in which the policy can be nodified;?
(3) entitles the doctors to purchase tail coverage in the event of
non-renewal ;2 and (4) provides tail coverage at no additional
prem umif a policyhol der dies, becones disabled, or retires during
the life of the policy.

A few weeks after Bethea s 2002 renewal , St. Paul infornmed its
policyholders that it was exiting the nedical nmal practice market.

Al t hough it woul d provi de coverage for current policies and provide

! The integration clause provides that the policy “contains
all the agreenents between [Bethea] and [St. Paul] concerning this
insurance. . . . This policy can only be changed by a witten form
i ncluded as part of the policy. This formmnust be signed by one of
our authorized representatives.”

2 Tail coverage provides insurance for any clains based on
injuries that occurred during the policy’'s term but are raised
after the policy has expired. Tail coverage is also referred to as
a reporting endorsenent.



the free tail coverage to any doctor who had been insured by St.
Paul for five consecutive years and chose to retire before the
policy expired, it would no longer renew nedical nalpractice
policies. At the tinme of St. Paul’s notice, Bethea' s policy term
had el even nont hs renai ni ng.

Bet hea, as putative class representative, alleges that through
a letter explaining a policy change and St. Paul’s brochures, St.
Paul promsed to provide free tail coverage upon the doctors
retirement,® and that St. Paul reneged on this prom se by exiting
the medi cal mal practice insurance nmarket before the doctors could
t ake advantage of the free tail coverage. Bethea alleges that they
detrinentally relied on the promse, resulting in danages to them
and in St. Paul’s unjust enrichnent.

In response, St. Paul asserts that the insurance policy at
i ssue provides that St. Paul would provide free tail coverage in a

limted set of circunstances, the relevant circunstance here being

3 The letter was sent by Kevin OBrien, a practice |eader at
St. Paul, to explain changes in future policies. Specifically, it

stated, “If you permanently retire fromall professional practice
and have been insured with The St. Paul [sic] continuously for five
years . . . , you wll qualify for a free optional reporting
endor senent . This replaces the existing qualification of 10

consecutive years of St. Paul coverage and retiring at age 55, or
five continuous years of coverage, retiring at 65.”

The brochures i nclude general statenents about the strength of
St. Paul as an insurer and its commtnent to the nedical
mal practice market. They state, anong other things, that (1) St.
Paul “wll still be with you every step of the way” when needed,;
(2) St. Paul “has the financial wherewithal to provide whatever
| evel of insurance protection you need”; and (3) “For a secure
tonorrow, ook to St. Paul today.”
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that the doctors retire while their insurance policy remained in
effect. The doctors did not retire during the policy’'s term so
St. Paul is not required to provide the tail coverage. St. Paul
di sputes Bethea's allegation that the letter and the brochures
provide to the contrary, and asserts that as a result of the
clarity of the policy, any reliance on extra-contractual
representati ons woul d be unreasonable. Finally, St. Paul asserts
that the existence of an enforceable contract between the parties
precl udes Bethea’ s unjust enrichnent clains as a matter of |aw

The district court di sm ssed Bet hea’ s Second Anended Conpl ai nt
Wi th prejudice. The court dism ssed Bethea' s detrinental reliance
cl ai mbecause, even taking Bethea' s allegations as true, “there was
no justifiable reliance on the part of plaintiffs that St. Paul
woul d al ways provide coverage.” The court based the dism ssal on
(1) the plain |language of the policy, which provides that either
party may non-renew and that free tail coverage is provided only if
the policy is in effect at the tine of the death, disability, or
retirement; (2) the policy’s integration clause, which provides
t hat any changes nmust be in “a witten formincluded as part of the
policy”; and (3) La. Rev. Stat. 22:628, which provides that any
change to an insurance policy nmust be in witing and physically
made part of the policy. The court dism ssed the unjust enrichnment
claim because a valid contract existing between the parties
justified any enrichnent of St. Paul.

|1
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W review the district court’s Rule 12(b)(6) dismssal de
novo.* Rule 12(b)(6) allows a defendant to nove to dismss a
conplaint for “failure to state a clai mupon which relief can be
granted.”® W accept plaintiff’'s factual allegations as true and
will not affirma dismssal “unless it appears beyond doubt that

the plaintiff can prove no set of facts in support of his claim

which would entitle him to relief.”® However, *“concl usory
allegations or |egal conclusions nmasquerading as factual
conclusions will not suffice to prevent a notion to dismss.”’

A

Article 1967 of Louisiana’'s Civil Code defines detrinenta
reliance.® ||t provides that-

[a] party nmay be obligated by a prom se when
he knew or shoul d have known that the prom se
woul d i nduce the other party torely onit to
his detrinent and the other party was
reasonable in so relying. . . . Reliance on a
gratuitous promse nmde wthout required
formalities is not reasonable.?®

Detrinmental reliance requires (1) a representation by conduct or

4 Manguno v. Prudential Prop. & Cas. Ins. Co., 276 F.3d 720,
725 (5th Gr. 2002).

SFeb. R CGv. P. 12(b)(6).
6 Bl ackburn v. Marshall, 42 F.3d 925, 931 (5th Cir. 1995).

” Fernandez-Montes v. Allied Pilots Ass’'n, 987 F.2d 278, 284
(5th Cr. 1993).

8 LA OV. COE AW. art. 1967 (2004).

° 1d.



word, (2) justifiable reliance on the representation, and (3) a
change in positionto the plaintiff’s detrinment as a result of the
reliance.® The doctrine is “designed to prevent injustice by
barring a party fromtaking a position contrary to his prior acts,
adm ssions, representations, or silence.”! The doctrine usually
functions when no witten contract or an unenforceable contract
exi sts between the parties.?'?

Whether a plaintiff reasonably relied on a promse is
generally a fact-bound determ nation.'®* However, Louisiana |aw
recogni zes certain situations where a plaintiff’s reliance on a
promi se is unreasonable as a matter of law. ** An unanbi guous

contract may be interpreted as a matter of |aw ® and, applying

10 Babkow v. Morris Bart, P.L.C, 726 So. 2d 423, 427 (La. C
App. 1998).

d.

12 Jackson v. Lare, 779 So. 2d 808, 814 n.1 (La. C. App
2000) .

13 Babkow, 726 So. 2d at 428 (characterizing the reasonable
reliance determnation as “extrenely fact i ntensive” and
di stingui shing precedent on the unique facts of the case).

14 For exanple, a plaintiff’s reliance on an oral, gratuitous
prom se to transfer |and was hel d unreasonable as a matter of |aw
because Louisiana |aw provides that “reliance on a gratuitous
prom se nade wi thout required fornalities i s not reasonable.” Gay
v. McCorm ck, 663 So. 2d 480, 486 (La. Ct. App. 1995). Considering
that Louisiana law requires various formalities when transferring
| and, any reliance on an oral prom se alone is unreasonable. 1d.

1 Rutgers v. Martin Wodl ands Gas Co., 974 F.2d 659, 661 (5th
Cr. 1992) (“Under Louisiana |law, when a contract is subject to
interpretation from the four corners of the instrunent, wthout
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Louisiana law, we held in Omitech International, Inc. v. C orox
Conpany that a plaintiff’s reliance on prom ses nmade outsi de of an
unanmbi guous, fully-integrated agreenent was unreasonable as a
matter of law ®* Omitech brought a detrinental reliance claim
against Clorox, contending that it reasonably relied on extra-

contractual representations by C orox that C orox would not enter

t he i nsecticide market without Omitech as a partner.” W rejected
Omitech s assertion because the parties’ fully integrated contract

defined the relationship of the parties, and any reliance on
out si de assurances that noved beyond the well -defined rel ati onship
was unreasonable as a matter of law '® W concluded that Corox’'s
prom ses “if nmade, were outside the scope of the fully-integrated,

witten agreenents between Omitech and O orox,” and we therefore
“refuse[d] to | ook past the witten terns of the agreenents, and
hold that the trial court did not err in finding that any reliance
by Omitech upon these representati ons was unreasonable as a matter

of law "1

As in Omitech, many courts have found a plaintiff’s reliance

necessity of extrinsic evidence, interpretation of the contract is
a matter of |aw subject to de novo review ”).

1611 F.3d 1316, 1330 (5th Gr. 1994).
7 1d. at 1328.
8 1d. at 1329-30.

¥ 1d. at 1330.



to be unreasonable as a matter of | aw when the parties have a valid
contract defining their rights and limting the ways in which the
contract may be nodified.?°
B

We find no error inthe district court’s dismssal. Bethea's
all egation of reasonable reliance on the OBrien letter and St.
Paul s brochures as a promse that St. Paul would provide
unconditional free tail coverage, or at |east that St. Paul would
renew Bethea’s policy until the doctors coul d take advant age of the
free tail coverage, is belied by the clarity of the insurance
policy and the content of the docunents at issue. The insurance
policy, which is indisputably valid and not breached, provides that
either party may non-renew at any tinme and that tail coverage w |l

be provided for no additional prem umonly upon retirenment during

20 Wardley Corp. v. Meredith Corp., 2004 W 339593 at *3-4
(10th Cr. Feb. 24, 2004) (unpublished) (“[When the alleged
prom ses nmade are contrary to the terns of the contract, reliance
on such prom ses woul d be unreasonabl e. Under the contract before
us, [Defendant] could transfer or assign its rights and
obligations. Any reliance on statenents that [Defendant] would
never sell, or that its obligations would continue after it
assi gned the obligations under the contract, would therefore have
been unreasonable.”); Kirkland v. St. Elizabeth Hosp., 120 F. Supp.
2d 660 (N.D. Chio 2000), affirmed, 34 Fed. Appx. 174 (6th Cr.
2002) (unpublished); Kleinberg v. Radian G oup, Inc., 240 F. Supp.
2d 260, 262 (S.D. N Y. 2002); Phoenix Technol ogies, Inc. v. TRW
Inc., 840 F. Supp. 1055, 1067 (E.D. Pa. 1994); Blue Muntain
Mushroom Co., Inc. v. Monterey Mushroom Inc., 246 F. Supp. 2d 394
(E.D. Pa. 2002).



the policy’s term?2 Both the contract’s integration clause and
Loui siana law require that any change to the policy be in witten
formand incorporated into the policy. One could not reasonably
rely on a renewal |etter explaining policy changes and marketing
brochures as a prom se to provide free tail coverage without limt,
especially considering that such a promse is not nentioned in the
docunents and would directly conflict wwth the policy. G ven that
t he i nsurance policy unanbi guously defines the parties’ rights and
limts the way to alter the policy, it was unreasonable to rely on
i nformal docunents as nodi fying materi al aspects of the policy.
Relying on Law v. Eunice,? Bethea asserts that the
reasonabl eness of its reliance is a fact question that nust be
determned at trial. However, Law does not require a party’s
reliance to be determned at trial in every case.?® |In Law, the
parties had no witten contract defining their rights and
obligations; the plaintiff asserted only an oral agreenent. The
court found that based on these facts, the plaintiff’s
reasonabl eness should be determned at trial. Furt her nor e,

Bet hea’s assertion ignores the nany precedents we have nenti oned

2l The policy also provides tail coverage at no additiona
prem um upon death or disability during the policy’'s term
Bet hea’ s argunent focuses solely on the right of tail coverage upon
retiremnent.

2 626 So. 2d 575, 577-78 (La. Ct. App. 1993).

2 1d. at 577-78.



where courts find reliance unreasonable as a matter of law. Courts
have found unreasonabl e reliance as matter of |aw when a plaintiff
relies on oral representations despite the law s insistence on
certain formalities,? when a plaintiff relies on a representation
that is clearly not intended to bind the defendant or induce the
plaintiff into reliance,? and when a plaintiff relies on extra-
contract ual representations despite the existence of an
unanbi guous, fully integrated contract that provides |limted ways
of altering the parties’ rel ationship. 25

Despite Bethea's allegation of reasonable reliance on the
OBrien letter, the context and facts of the parties’ relationship
make any reliance on the | etter unreasonable. Wen faced with the
letter, which was included as part of a package describing St
Paul s insurance coverage, Bethea clains that it reasonably
believed St. Paul would provide the free tail coverage regardl ess
of whether a policyholder clained it before or after the policy
expired, or at least that St. Paul would continue to insure the
policyholders in the future, allowing themto take advant age of the
free tail coverage. Although the letter does not nention that the
pol i cyhol der nust retire during the policy termto be entitled to

free tail coverage, the letter is clearly neant to explain

24 Gray v. McCormick, 663 So. 2d 480, 486 (La. Ct. App. 1995).

2 MIler v. Loyola Univ. of New Ol eans, 829 So. 2d 1057, 1062
(La. Ct. App. 2002).

26 Omitech, 11 F.3d at 1329-30.
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nmodi fications in the renewal policy Bethea was considering. The
i nsurance packet included the policy itself and a cover letter from
Bet hea’ s i nsurance agent instructing Bethea to read the policy and
raise any concerns it may have. It is clear fromthe policy that
(1) St. Paul may choose to non-renew at any tine, (2) free tai
coverage is provided only if a policyholder retires during thelife
of the policy, and (3) no provision is nade for guaranteed free
tail coverage or automatic renewal. The clarity of the policy and
the informality of the letter make any reliance on the letter as
significantly altering 1its insurance policy unreasonable.
An i ndependent provision of the policy and Loui siana | aw al so
make any reliance unreasonable. The contract includes an
integration clause stating that the “policy contains all the
agreenents between you and us concerning this insurance,” and that
it “can only be changed by a [signed] witten formincluded as part
of the policy.” Simlarly, Louisiana lawlimts the ways in which
an insurance policy nmay be anended.? Bethea clains that its
reliance on the letter could be reasonabl e despite the integration
cl ause and 8§ 22:628 because the letter, being in witten form

signed by a St. Paul representative, and sent to Bethea, neets the

21 LA. Rev. STAT. ANN. 8§ 22:628 (West 2004) (“No agreenent in
conflict wwth, nodifying, or extendi ng the coverage of any contract
of insurance shall be valid unless it is in witing and physically
made a part of the policy or other witten evidence of insurance,
or it is incorporated in the policy or other witten evidence of
i nsurance by specific reference to another policy or witten
evi dence of insurance.”).

11



clause’s and the law s requirenents. Al t hough the letter is a
witten formand is signed by an agent of St. Paul, it is clearly
a letter explaining the new policy that Bethea purchased. The
letter refers to the renewal policy included in the packet, notes
that the change in the requisite nunber of years replaces the
previous ten-year requirenent, and appears to be intended as a
mar keti ng tool to encourage policy renewal. The letter opens, “One
of the industry’s broadest nedi cal professional liability coverages
has becone even broader!” Any reliance that this letter served as
a formal nodification to the policy was unreasonable, especially
considering that the letter was included with Bethea s current
pol i cy containing provisions contrary to Bethea’s interpretation of
the letter.?®

Any reliance on St. Paul s brochures was |ikew se
unr easonabl e. The brochures’ informality and use of general
statenents of future intent, coupled with the clear policy | anguage
contradicting Bethea s interpretation, nake any reliance on them
unr easonabl e. ?°

Bethea relies on Aker v. Sabatier3® for the proposition that
an i nsurance brochure can nodify an insurance policy and bind the

conpany to provide the coverage descri bed. Aker, however, is

28 See Omitech, 11 F.3d at 1329-30.

29 1d.

% 200 So. 2d 94 (La. Ct. App. 1967).
12



i napposite. The plaintiff in Aker sued another doctor for I|ibe
and sl ander, and the doctor’s insurance conpany was joined in the
| awsui t . The insurance conpany noved for summary judgnent,
claimng that the insurance policy did not cover damages resulting
from libel and slander because they were not the result of
“prof essional services rendered.” Al t hough the policy did not
expressly cover |ibel and slander, the conpany’s brochure assured
the policyholder that clains of Ilibel and slander would be
covered. 3 Because the brochure directly contradicted the policy,
an anbiguity was created that needed to be resolved at trial, not
on sunmary judgnent. Further, it was not clear fromthe record
whet her the insurance conpany was responsi ble for the brochure at
i ssue. 32 The court reversed the summary judgnent and renmnanded for
further proceedings.

Unli ke Aker, the facts here present no direct discrepancy
bet ween t he i nsurance policy and the brochure. The brochures inply
that St. Paul is a strong conpany that will remain in the nedical
mal practice market for the foreseeable future, but they do not
create a patent anbiguity between two definitions of coverage as in

Aker. Claimng that they are a strong conpany and inplying that

31 1d. at 97.

2 1d. (“If, in fact, the brochure was issued by St. Paul and
descri bes the coverage provi ded by the policy herein, we cannot see
how St. Paul can how be heard to deny that such coverage is
af forded thereby.”).

13



they will remain in the market do not contradict the policy
provision entitling either party to cancel or non-renew at any
tine.

On the facts of this case, Bethea could not reasonably rely on
the marketing brochures as nodifying the clear |anguage of its
policy. The brochures do not state that St. Paul woul d abandon
various contractual provisions and provide free tail coverage
W thout limtation. In light of the unanbi guous contract, the
integration clause, and casel aw providing that reliance on extra-
contractual representations are unreasonable as a matter of |aw
when the parties’ rights and obligations are clearly defined by
contract, the district court did not err in finding that Bethea

could not allege reasonable reliance and di sm ssing the case. 3

3% Two of its argunments - that the insurance policy no | onger
gives St. Paul the right to non-renew because the letter and
brochures nodified the policy and that the policy does not allow
St. Paul to non-renew w thout reinbursing Bethea for premuns it
paid for the tail coverage - are relevant only to a breach of
contract claim Bet hea has not appealed the dismssal of its
breach of contract claim however, and we need not resolve these

argunents.

Finally, based onits assertion that St. Paul cannot non-renew
W thout providing the free tail coverage or reinbursing the
doctors, Bethea asserts that if a contract provision allows St.
Paul’s action, it is invalid because it Ileads to absurd
consequences. This argunent is without nerit. It is based on a
faulty prem se - that the policy allows St. Paul to “take the noney
and run” wthout providing any service. The policy clearly

provides that in consideration for the prem um the policyhol der
recei ves an option to purchase tail coverage in the event of non-
renewal, as well as the right to tail coverage at no additional
premum if the policyholder retires while the policy remains in
ef fect. If the conditions entitling a policyholder to the free
tail coverage are not fulfilled, then the policyhol der has no right
to free tail coverage. This does not nean that the protection was

14



111
We turn next to the dism ssal of Bethea s unjust enrichnent
claim In Louisiana there are five requisite elenments for a
successful unjust enrichnment claim
(1) there nmust be an enrichnment, (2) there
must be an i npoverishnment, (3) there nust be a
connection bet ween t he enri chnment and
resul ting i npoverishnent, (4) there nust be an
absence of ‘justification’ or ‘cause’ for the
enri chnment and i npoveri shnent, and finally (5)
the action will only be all owed when there is
no other renedy at law, i.e., the action is
subsidiary or corrective in nature. 3
“[I'lf there is a contract between the parties it serves as a | egal
cause, an explanation, for the enrichnent. ‘[Qnly the unjust
enrichnment for which there is no justification in |law or contract
allows equity a role in the adjudication.”’”%® W review the

di sm ssal of Bethea's unjust enrichnent claimde novo. 3¢

not provided during the life of the policy. Even if St. Paul did
not di scl ose what portion of the premi um covered the cost of the
tail coverage, St. Paul provided a service in exchange for the
premum As a result, refusing to provide free tail coverage or a
rei mbursenent when St. Paul is not contractually bound to do so is
not absurd.

3 Mnyard v. Curtis Products, Inc., 205 So. 2d 422, 432 (La.
1968); see also LA Cv. CobE ANN. art. 2055 (West 2004) (“Equity, as
intended in the preceding articles, is based on the principles that
no one is allowed to take unfair advantage of another and that no
one is allowed to enrich hinself wunjustly at the expense of
anot her.”).

3% Edwards v. Conforto, 636 So. 2d 901, 907 (La. 1993) (quoting
Ednonston v. A-Second Mortg. Co. of Slidell, Inc., 289 So. 2d 116,
122 (La. 1974)).

3¢ Manguno, 276 F.3d at 725.
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Bethea clainms that St. Paul was enriched by receiving the
hi gher prem uns, and Bet hea was i npoverished by paying the higher
fees without receiving the free tail coverage. Bethea asserts that
there is no justification for the enrichnent because the contract
does not allow St. Paul to keep the prem uns wi thout providing free
tail coverage. Finally, Bethea contends that there is no renedy at
| aw avail abl e because the court dismssed its breach of contract
claim

In response, St. Paul first asserts that any alleged
enrichnment is justified by a valid contract governing the parties’
relationship. Second, Bethea was not inpoverished by paying the
hi gher prem um the policy provided free tail coverage only if the
pol i cyhol der di ed, becane disabled, or retired during the life of
the policy. Policyholders received the benefit of this protection
even if the conditions were not realized. Finally, there is an
adequate renedy at | aw because a valid contract exists.

Loui si ana | aw provi des that no unjust enrichnment claimshal
lie when the claimis based on arelationship that is controlled by
an enforceable contract.? Gven the valid contract defining
Bet hea’ s insurance coverage, Louisiana |law bars Bethea' s unjust
enrichment claim?3 The contract coll ected prem uns for cl ai ns- nade

coverage as well as for tail coverage “for no additional prem unt

37 Edwards, 636 So. 2d at 907.
38 |d.
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if the policyholder retires during the Iife of the policy.
Bethea’s only response is that the rule does not apply “where
the contract does not speak to the specific conduct at issue,” and

al l eges that the conduct here - charging higher premuns for tai

coverage - is not authorized by the policy. Bet hea’ s assertion
t hat St. Paul secretly collected higher premuns Wwhile
characterizing this tail coverage as “free” is specious. The

policy makes clear that there is tail coverage upon the happening
of certain conditions, and a reasonable policyholder would
under st and that any coverage an i nsurance conpany provides will be
paid for in the prem um
|V
W AFFIRM the judgnent of the district court dismssing

Bethea’s clains with prejudice.
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