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Agenda

• Why is a subcontractor review important?

• Who is considered a subcontractor?

• What should you look for when reviewing a 
subcontractor and what options are available 
if you find issues?

• How can the VendRep System aid in your 
review?
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• Martin and Henzel were general contractors who were 
indicted for illegally obtaining millions of dollars worth 
of State projects that required a portion of funds be 
awarded to MWBEs.

• They allegedly took over the daily operations of two 
MWBE companies, including staffing, bidding, banking and 
other financial matters. 

Michael Martin and D. Scott Henzel

Indicted July 2018
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Nichter Construction &
McClendon Asphalt Paving

• Nichter and McClendon falsely claimed that McClendon's business did 
subcontract work on a project to satisfy a requirement that some of the work be 
done by a minority-owned business. 

• In reality, Nichter contracted with other subcontractors to perform the work and 
agreed to pay a fee to McClendon while his company provided none of the work 
on the project. 

Staff Arrested July 2018
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Why Do We Care?

• Subcontractors are often the ultimate 
recipients of State money

• State money should go to responsible 
vendors

Subcontractors Must Be Responsible
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Who is considered a 
subcontractor?

A subcontractor includes any entity that receives 
funds from the vendor to perform work on a 
contract awarded by the State. Contracts 
subject to this include:

– Contracts where the contractor is normally 
exempt from VR, such as municipalities and 
preferred source member agencies and their 
corporate partners

– Grant contracts
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Documents OSC Requires for Subcontractor Review

Submission of questionnaire and a Vendor Responsibility Profile are 
required for a subcontractor when:

– The subcontractor is known at the time of the contract award; and 

– The subcontract will equal or exceed $100,000 over the life of the 
contract
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When to Review a Subcontractor 

IMPORTANT!

A vendor responsibility review should be 
performed for all subcontractors – even those 
not sent to OSC for approval.
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Where to Look
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What to Review for a Subcontractor

• Financial and Organizational Capacity

– Sufficient staff and financial resources to 
complete the job

• Legal Authority

–Authority to do business 

–Debarments

» DOL, WC, NYS Reciprocal Debarment

– Licensing Requirements

» Architects, Engineers, etc.

Same as the review of the prime
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What to Review for a Subcontractor

• Integrity

– Criminal indictments or convictions

– Outstanding tax liabilities

– Liens & judgments

– Prior finding of non-responsibility

– Front page news 

Same as the review of the prime
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What to Review for a Subcontractor

• Past Performance
– State agency’s experience

– Early contract termination for cause

– Contract abandonment

– Better Business Bureau complaints

Same as the review of the prime
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What to Review for a Subcontractor

• Affiliated entities and addresses

– use the VendRep System or Accurint/Relavint to look for 
relationships between the prime and sub

• Bidders List  

– look to see if the subcontractor or an affiliate bid on the original 
contract

• Certifications 

– ensure the subcontractor has the certification it claims to have 
(MWBE/DBE, etc.) 

Other Things to Look for
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Potential Red Flags

• Subcontractor had a sudden drop in revenue or net income

• Subcontractor name consists of the initials of an officer or 
board members of prime contractor

• Prime contractor and subcontractor share staff or officers

• Prime contractor and subcontractor share phone, fax, business 
address or email addresses
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Potential Red Flags
Matching emails - Example
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Potential Red Flags
Matching emails - Example
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What has OSC found?

• Issues involving the Vendor Responsibility 
factors

• Fraud with associated entities

• Abuse of MWBE goals

• Issues with Preferred Source partners

Real World Findings
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Example 1 – VR Issues

• Staffing company 1

– $170,000 State and Federal 
tax liens

• Staffing company 2

– Debarred by the Workers 
Compensation Board

Bus Rapid Transit System
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Example 2 – Preferred Source Issues

• Textile Company

– Out of business

– Undisclosed bankruptcy

• Linen Service

– Debarred by Workers Comp
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Example 3 – Preferred Source Issues

• The Preferred Source partnered with a corporate entity whose 
COO was charged with stealing over $1 million from the 
organization.

• OSC non-approved the contract to enable the agency to re-
evaluate the subcontractor.

• The contract was resubmitted with a different corporate 
partner and approved.
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Example 4 - Fraud

Cancer Services Network/ JLJ Consulting Group

Contracts with Controlled Entities
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Recap of Subcontractor Review

• Perform a vendor responsibility review on all subcontractors

• Use the same standards for a subcontractor review that you 
would for the prime contractor

• Address with the prime contractor any vendor responsibility 
issues found with the sub

• Look for potential red flags, including inappropriate 
relationships between the prime and sub
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QUESTIONS?
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The OSC VendRep System

• Convenient electronic filing of Vendor 
Responsibility Questionnaire (VRQ) online

• Standardized database of current information 
for state contracting entity users to make 
responsibility determinations
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Vendor Benefits

• Secure application

• Easy to file, access, and submit VRQ

• Efficient: once certified, only updated 
information must be entered

• Versatile: contract search functionality for 
vendor’s own contracts and all statewide 
approved contracts
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State Contracting Entity Benefits
• Allows direct, easy access to vendor disclosures

• Eliminates State entity development of the VRQ

• Reduces administrative time and cost of paper 
document production

• Improves consistency, accuracy and timeliness of the 
information used in the vendor responsibility review

• Provides options for:

– Email notification of vendors’ VRQ certifications/changes

– Contract search functionality for state entity’s contracts 
submitted for OSC approval and all statewide approved 
contracts
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Vendor Requirements

• Legal business name

• Vendor ID – contact ITServiceDesk@osc.ny.gov

Vendor Enrollment

• https://portal.osc.state.ny.us

• Information available at 
https://www.osc.state.ny.us/vendrep

https://portal.osc.state.ny.us/
https://www.osc.state.ny.us/vendrep
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State Entity Access Requirements

• Entity must submit contracts to OSC for 
approval in order to enroll

• Contact ITServiceDesk@osc.ny.gov for 
assistance
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VendRep System Information 

• General information: 
http://www.osc.state.ny.us/vendrep/info_vrsystem.htm

• Welcome Package: 
http://www.osc.state.ny.us/vendrep/documents/system
/welcome_package.pdf

http://www.osc.state.ny.us/vendrep/info_vrsystem.htm
http://www.osc.state.ny.us/vendrep/documents/system/welcome_package.pdf
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Use of the Vend Rep System (VRS)
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Use of the VendRep System
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Use of the VendRep System
VRQ



33

Use of the VendRep System
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Use of the VendRep System
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Use of the VendRep System
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Use of the VendRep System
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Use of the VendRep System
Contract Search
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Use of the VendRep System
Notifications
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Use of the VendRep System

Notifications
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Use of the VendRep System
Notifications
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QUESTIONS?
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Thank you!


