When Third-
Parties Are Not
Really Third-

Parties

o, AUDITEC

o® %% soLuTions



BEN EVANS, CPA, CCA
PRESIDENT, AUDITEC
SOLUTIONS

Presenter

% AUDITEC

SOLUTIONS

o



| - Understanding General Contractors and
Subcontractors.

2 - Deceptive Practices in Subcontracting.
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4 - Implications and Consequences.
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Understanding General Contractors

e Definition: A company responsible
tor the overall management ot a
construction project.

e Key Roles: Planning, coordinating,
and overseeing a project.

e Relationship with subcontractor




Understanding Subcontractors

e Definition: Specialized
companies hired by general
contractors to perform specitic
tasks.

e Key Roles: Specializeds skills,
contributing to overall project.

* 6 9O SOLUTIONS



Deceptive Practices in Construction

e Definition: Unethical actions
aimed at gaining an untair
advantage (often tinancially).

e Examples: Bid rigging, collusion,
and fraud.

e The importance of transparency
and fair competition.
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The Pretense of Third-Parties

e Overview: How generadl
contractors and subcontractors
use their subsidiaries to appear as
third-parties.

e Common Deception: Subsidiaries
presented as independent entities.
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ldentitying Deceptive Practices

e Signs of Deception: Lack of
independence, common
ownership, and control.

e Due Diligence: The role of project

owners and regulatory bodies in
uncovering deception.
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Implications and Consequences

e Legal Ramifications: Breach of
contract, fraud, and potential
lawsuits.

e Damage of Reputation: Loss of
trust in the industry.

e Economic Impact: Increased
project costs and delays.
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Case Study T: XXXXXXXXXX

e Problem:; XXX OXXXXX
e Observation: X)X OOOKXX
e OQutcome: XXXXXXXX
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Case Study 2: XXXXXXXXXX

e Problem: X)XOOXXXX
e Observation: X)X KKK
e OQutcome: XXXXXXXX
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Case Study 3: XXXXXXXXXX

e Problem: XXXXXXXX

F o Observation: XXXXXXXX
—— e Qutcome: XXXXXXXX
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Iransparency and Accountability

e The importance of transparency in
these relationships.

e The value of not just performing
audit work, but having auditor
involved in pre-construction
activities.
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Practical Recommendations

e Use public record of State
(corporate registry) to identity
related entities.

e Expand contractual language
around related entities, self-
performed work, and
subcontracted work.

e Audit is professional skepticism
related to addresses, names, and
officers.



Conclusion

e Recap of key points.

e The need for a strong measure of
protessional skepticism
surrounding any material third-
parties.
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END OF PRESENTATION

fhank You

Presented by: Ben Evans, CPA, CCA
Presentation Date: September 12, 2023
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