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over mandatory fee

Sioux Falls judge allows class-action lawsuit

By Handy Hascall
Sioux Falls Business [oumal

A federal judge in Sioux Falls will
allow a single franchisee to represent
moze than 200 Super 8 motels In a
st.mEn that challenges a mandatory

ea.

The class-action lawsutt
was filed here by Bird Hotel
Corp., a Super 8 franchisee

SRS

U.S5. District Judge Lawtence Plersol
ruled that the lawsuit can represent
the tnterests of all affected motals.
Super 8 was founded in Aberdeen,
and the court constders It to be a
South Dakota corporation.

Bird Hotel Corp. Is represeated by
Scott Heldeprlem, Ron Parsons and
Scott Abdallah, all with
the Sloux Falls law firm of
Johnson, Heldepriem, Jan-

in Winnipeg, Mauanitoba,
against Super 8 Motels Inc,,
a wholly owned subsidiary
of Wyndham Hotel Group.

The plaintiff argues that
the franchisees shouldn’t
be obligated to pay Super 8
Motels Inc, a 3 percent fee
for custormers enrolied in a
tewards program because

MpTEL

klow, Abdallah and John-

m%%m& uamwwmn 8 Motels Inc, has

filed an appeal of Piersol's
declsion to the 8th U.S.
Circuit Court of Appeals.
Theé defendant’s lead
lawyer, Edward Spalty of
Kansas City, was traveling
and couldn’t be reached to

the fee wasn’t in their con-
tracts.

Court papers identify
226 franchisees affected by
the TripRewards mandatory fee,
including Sioux Falls Super 8 motels
on West Russell Street and Wast 41st
Street. Matels in Murdo, Wagner,
Winner and Wall also are on the list.

The lawsuit doesn't specify a dollar
amount for damages, but the fran-
chisees palid several millions of dol-
lars in fees kn the past fow years,

e

comment on the casa.
Rich Roberts, vice presi-
dent of communications
for the Wyndham Hotel
Group, said he can't comment on
detalls of lawsuits that are in progress.
He said the company has 2,061 Super
8 motels with 127,038 rooms world-
wide. Super 8 is. ane of 10 hotel
brands franchised by Wyndham.
Pauf Costas, who owns the Winnipeg
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MOTELS: Loyalty program

leadsto 5 percent fee on rooms

Continued from page 5

motel, said he entered a 20-year fran-
chlse agreementwith Super 8 in 1986.
The contract required an inftal fran-
chise fee of $20,000, a monthly royal-
ty fae of 4 percent of all gross room
sales and a 2 percent monthly. adver-
tising fee.

Wyndham estiblished the

"TripRewards program for its hotel
chains in 2003. Participation in the
program is mandatory for all Super 8
franchisees, the lawsoilt says. Mem-
bers are required to pay an addition-
al fee of 5 percent of gross room sales
for customers registered with the
Program.

Wyndham says tts lodging loyalty
program 14 the world's largest, with
5.2 million active members, and dri-
ves 26 percent of room saies.

The lawsuit contends that the
additional franchise fee violates a
contractual promise by Super 8
Motels regarding fees to be assessed.

Parsons commended Costas for
coming forward to challenge the fee.

"t takes courage to stick your neck
out for what you think is right,” Par-

sons said.

The plaintiff says in court filings
that “the price for dolag business as
a Super B franchisee was negotiated
and agreed upon by the parties in the
franchlse agreement. Super 8 Motels
may revisa its system and rules of
operation but has no power to uni-
laterally change the assential terms
of the contract by imposing an addi-
tlonal franchise or royalty fee upon
the plaintlff during the 20-year term
of its agreement.”

All of the 224 Super 8 franchisees
listed In court documents entered
20-year contracts in the 19805 or
1990s, Abdallah sald.

The federal appeals coustis expect-
ed to decide within a few weeks
whether to hear the appeal. If so, the
sldes will flle briefs and present oral
argumenty in St. Paul. Otherwise, the
case will praceed in district court in
Sloux Falls. .

Super B, one of the largest chalns
of budget motels in the world, was
started in Aberdeen by Dennis Brown
and Ron Rivette in 1974. Today,
Super 8 has 2,000 motels throughout
the United States and Canada.



