Case #1 Mannheim Enterprises, Ltd. v. Underwood Industries, Inc.

Underwood Industries, Inc. headquartered at 999 Madison Square, New York City, entered a contract with Mannheim Enterprises, Ltd. headquartered at 433 E. Chapel Street, Southton, Ohio, in which Mannheim Enterprises, Ltd. agreed to supply Underwood Industries, Inc. with 18,000 component parts for the development of Underwood Industries’ new state of-the-art smart bombs, designated series XF2Y-1 to XF2Y-7.  The smart bombs had to be ready for shipment to the Department of Defense (DOD) by March 3, 2003 otherwise Underwood would be in breach of a contract with the DOD.  As part of their agreement with the DOD, Underwood had contracted to have ten thousand of these bombs ready to ship to Saudi Arabia in preparation for the air war against Iraq.  Forfeiture of any of the terms of the agreement, would cause the DOD to cancel the contract and to place Underwood on a list of undesirable contractors.  Since Underwood had missed delivery dates twice in the past four years, this third incident would mean that it would be ineligible to bid on any future DOD contracts.  Since the DOD is their main customer, such a move would severely damage Underwood’s business and threaten its very existence.  Since this made Underwood very nervous, Anthony Underwood, CEO of Underwood Industries, met with Sandra Mannheim, CEO of Mannheim Enterprises, at Mannheim’s HQ in Southton, and asked that the delivery time be accelerated from March 3, 2003 to February 14, 2003.  Ms. Mannheim amended the contract agreeing to the new February deadline.


Meanwhile, after delivering 4,000 of the parts, Mannheim Enterprises experienced a series of operational set backs including a strike by its manufacturing personnel that lasted from October 31, 2002 to November 22, 2202.  Mannheim’s production schedule was also interrupted by an early winter blizzard and a fire at its main factory on Airfoil Island.  In the midst of this, Harry Andrews, Vice President of Production at Mannheim, acting on his own and unknown to Sandra Mannheim contacted Sara Kavanaugh, CFO of Underwood and demanded an additional $12,000,000 beyond the original price agreed upon price of $24,000,000, to deliver the remaining 14,000 parts.  Kavanaugh attempted to obtain the parts from several other firms, each of which could fill the order but not by the deadline set by the DOD.  In order to make the deadline stipulated in the government contract, Kavanaugh, unknown to Underwood, agreed to the new price demanded by Andrews.


Underwood Industries managed to deliver the rest of the order to the DOD by the March 3, 2003 deadline in the original contract.  However, after sending the order to the DOD, Underwood has paid only the original $24,000,000 to Mannheim.  Mannheim has repeatedly demanded the payment of the additional $12,000,000.  Underwood has refused to pay the additional amount.  As a result, on August 18, 2003, Mannheim brought this breach of contract action in the United States District Court Northern District of Ohio.  The defendant, Underwood Industries has filed a Rule 12B6 motion and a summary judgment motion to dismiss the action.  A hearing has been granted by the court to consider whether or not to grant Underwood’s two motions to dismiss.

