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Snack Food Company Sues Distributor

Lawsuit Charges Failure To Market

$8.6 Million Verdict
The owner ofa snack {ixrd cornpany sued

its exclusive distributor. contcnding that it
refused to market its products outside the
Kansas City area.

Heartland Snacks wers thc ownt'r of the
Guy's brand namc and recilrs. In Septem-
ber 2001, N{cCleary Inc., a manutacturer
and distributor of snack lbods. :rpproached
Heartland and offcrcd to scn'c as ther ex-
clusive distributor of Guy's products. Nlc-
Cleary representcd that it hacl thc rc-
sources and abil ity to bt'gin irnrrrerdiate
distribution.

The parties signed r contract giving Mc-
Cleary the exclusivc right to sell Guy's
products throughout Kansas, I\I issouri
and southem Illinois, in cxchangc ftrr roy-
alties to Heartland.

Heartland contendcd that threc months
after signing the agrr:cmcnt, .NIcClcary
stopped distributing outsidcd Kansns City
because of a prior business rclationship
with a rival manu{hcturer in St. Lours.

Heartland sued for brcach of ctmtract
and fraudulent conce'ahnent. N{cCletrry ar-
gued that: thc contract was silcnt as to
when and where N{cCk:ary was requirod
to distributc: NIcClcary was cntit led to
start in Kansas City and g.radually ex-
pand throughout thc tcrritory as profits in
creased; Heartland did not crxrperate and
prevented McClcary fronr 1x'r{brrning; and
Heartland's lost royalty damages werc
greatly overstatcd. In addition, i\'[rClcary
said Heartland rvronglully tcrrrinattd the

five-year contract after less than a ycar
and replaced NlcCleary with anothcr dis-
tributor, which took ovcr all the retail shelf
space NIcCleary had obtained.

After a fbur-day trial, thc jury awardcd
$4.3 million on each colrnt.

l ' IcCleary's post-trial motions assert
sevcral claims oferror. and contend that
the judgment is for 54.3 mill ion, not $8.6
mi l l ion .

Tlpe ofAction: Breach ofcontract, fiaud

I}pe of Injuries; Lost royalty payments

CourVCase NumberlDate: U.S. Dis-
trict Court, WD.Mo./02-0654-CV-W-
FJG/Aug. 12. 2004

Caption: IVatthew Headly Holdinp, LLC
v McCleary Inc., et al.

Judge, Jury or ADR; Jury

Name of Judge: Fernando J. Gaitan Jr

V€rdict or Settlement: $8.6 million ver-
dict

Special Damages: None

Allocation of Fault: N/A

Last Offer': $350,000

Last Demand: $4 million

Attorneys for Plaintift N{ichael Healy,
Kansas City; Tim Dollar, Kansas City

Insurance Carrier': Nonc

Plaintiffs' Experts: Ed Crumm, Kansas
City (dalnages)

Defendants' Experts: John I\{cra,
Kansas City {damages) {cxcludcd undcr
Daubet)
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