UNITED STATES COURT OF APPEALS FOR THE EIGHTH CIRCUIT

Louis DeGidio, Inc. v. Industrial Combustion, LL.C

No. 22-1209, United States Court of Appeals for the Eighth Circuit (April 24, 2023)

SUMMARY

The Eighth Circuit held that a manufacturer's pricing of replacement parts above wholesale, without a

threat of termination for non-purchase, does not constitute an indirect "franchise fee" under the

Minnesota Franchise Act, and that a distributorship agreement with an express no-cause termination

clause was not modified by oral assurances of continued performance. The court affirmed summary

judgment for the manufacturer, finding no franchise relationship, no breach of an implied-in-fact

contract (which was terminable at will), and no promissory estoppel because reliance on oral promises

contradicting the written agreement was unreasonable.
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QUESTIONS PRESENTED

1. Whether the distributorship was a franchise under the Minnesota Franchise Act because LDSI paid an

indirect franchise fee through above-wholesale prices for OEM replacement parts.
2. Whether IC breached an oral implied-in-fact contract by terminating the distributorship without cause.

3. Whether IC is estopped from terminating without cause based on oral assurances that the distributorship

would continue as long as performance was adequate.

HOLDINGS

1. The distributorship was not a franchise because LDSI did not pay a franchise fee. The above-wholesale
prices for OEM parts did not constitute an indirect franchise fee absent evidence of compulsion or threat
of termination for non-payment.

2. IC did not breach any contract. The 2007 Agreement continued to bind LDI and LDSI after its
expiration, and it allowed termination without cause. Alternatively, any separate implied-in-fact contract

was terminable at will because it had no definite duration and the oral assurances were too indefinite to
create a for-cause term.

3. Promissory estoppel fails because the alleged reliance was not reasonable and because a contract existed,

making promissory estoppel inapplicable.

KEY QUOTATIONS

“A franchise fee is 'any fee or charge that a franchisee . . . is required to pay or agrees to pay for the right to

enter into a business or to continue a business under a franchise agreement.'” (-5-)

“the purchase of goods or agreement to purchase goods at a bona fide wholesale price is not the payment of a
franchise fee.” (-5-)

“For sales at a higher price to constitute a franchise fee, there must be evidence of compulsion accompanied

by the threat of termination.” (-6-)

“a contract having no definite duration expressed or which may be implied is terminable by either party at

will upon reasonable notice to the other.” (-9-)

“Reliance on an oral representation is unreasonable as a matter of law 'if the written contract provision

explicitly stated a fact completely contradictory to the claimed misrepresentation."” (-10-)

FACTUAL BACKGROUND

Louis DeGidio, Inc. (LDI) and Louis DeGidio Services, Inc. (LDSI) are related corporations that distributed and
serviced burners manufactured by Industrial Combustion, LLC (IC). In 2007, LDI signed a Non-Exclusive Sales
Representative Agreement with IC, which included a termination-without-cause provision. IC's director assured
that LDSI would be treated as the same entity. After the three-year term expired in 2010, LDI ceased business
activities and LDSI began purchasing burners and parts from IC. In 2019, IC terminated the distributorship.
Plaintiffs sued, alleging the distributorship was a franchise under the Minnesota Franchise Act, breach of an

implied-in-fact contract, and promissory estoppel.



PROCEDURAL HISTORY

The district court granted summary judgment in favor of defendants on all claims. Plaintiffs appeal the dismissal

of LDSI's Minnesota Franchise Act claim, breach of contract claim, and promissory estoppel claim.
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