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Go Cheap And The Cost Can Be Steep 

The Facts 
XTI Consultants were hired to provide a design solution 
for the roof of a local shopping center. The owner of the 
shopping center knew about chronic leaks in the roof, but 
put off making the repairs. However, once tenants started 
complaining and terminating their leases, he addressed 
the problem. 

After the initial repair work began, the owner indicated 
that he wanted to sell the property within the next few 
years. His primary concern was to make as much money 
as possible on the sale of the property. In order to do 
this he needed to increase his rented space and reduce 
costs. The owner requested XTI Consultants use the most 
inexpensive material possible to make the repairs as long 
as it came with a five year warranty. To meet their client’s 
cost expectation, XTI Consultants suggested the use of 
a material that neither they nor the contractor applying 
the material had used before. During construction, two 
heavy rainstorms hit the construction site. The inexpensive 
roofing material suffered a catastrophic failure damaging 
both the roof and tenant spaces below. The shopping 
center owner filed suit against the consultants and the 
contractor. The contractor had no insurance coverage 
leaving XTI Consultants as the only insured defendant.

The Result 
XTI Consultants tried to work out the problems with the 
store owner. The store owner would not negotiate and 
made demands of $1 million. XTI Consultants then decided 
to turn the claim over to their insurance company. After a 
lengthy trial, a settlement was reached. The final award to 
the plaintiff totaled over $400,000. 

RISK FACTOR #1 

Client selection should pay a big role in every design firms’ risk 
management program. The client selection process should 
address the following; what is the financial strength of the 
client? Is the client clear about the project objectives? Does the 
client have experience with this type of project? Does the client 
have a history of filing claims against design professionals? 
Are decisions made by a single person or by a committee? Is 
the client’s attitude regarding the project positive? If you can’t 
answer these questions in a manner suitable to you, it’s best to 
leave the job to somebody else. 

RISK FACTOR #2  

Clients requesting use of the most inexpensive material possible 
with no regard for the success of the project may be experiencing 
financial difficulties. Clients in financial distress often look for 
claims to help get them back on their feet. 

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