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I Give You My Word 

The Facts 
321 Inspectors were retained under an oral agreement 
to provide an in-plant inspection for welding and other 
features during the manufacturing of prefabricated 
buildings for various school projects. The scope of service 
for 321 Inspectors included inspecting the manufacturing 
work completed inside the plant. The scope of service did 
not include a final inspection of the units once they were 
on site. 

Six months into the project, the builder filed for bankruptcy 
leaving some of the work unfinished forcing the owner to 
retain other parties to complete the work. The owner filed 
suit against 321 Inspectors claiming failure to adequately 
provide an on-site inspection of the work once the units 
were installed.

The Result 
321 Inspectors argued that they were only retained to 
provide inspection services during the manufacturing 
process and not when the buildings were installed on 
location. However, since 321 Inspectors were retained 
under an oral contract, there was little evidence to prove 
otherwise. The claim settled for $401,000. 
 

RISK FACTOR #1 

When a firm files for bankruptcy, the risk exposure increases for 
all parties working on the project. A company can mitigate their 
risk by being more diligent when checking a client’s financial 
stability. 

RISK FACTOR #2  

A written contract would have specifically defined the scope of 
service and eliminated confusion. Victor insured’s have access to 
online risk management tools that can help with contract drafting 
and negotiation. 

 
Visit victorinsuranceus.com/construction for more information or contact a Design & Construction underwriter at (301) 961-9800 or 
or design.us@victorinsurance.com. 
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