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The Purpose

Organizations Residents Self-Sufficiency

To ensure that the employment and other economic opportunities generated 
by Federal financial assistance for housing and community development 
programs shall, to the greatest extent feasible, be directed toward low- and 
very low-income persons, particularly those who are recipients of 
government assistance for housing.

Section 3 of the Housing and Urban Development Act of 1968



Section 3 is not just a 
grantee requirement.

It’s a path toward
self-sufficiency. 



Authority

1968
Section 3 is 

codified in the 
Housing and 

Urban 
Development Act

1995
FHEO published 

the current 
regulations in

24 CFR Part 135

2015
FHEO published 
new proposed 

regulations in 24 
CFR Part 135, 
which never 
became final

2019
FPM published

proposed 
regulations

2020
Final Rule 

promulgated in
24 CFR Part 75

2021
Transition Period 
Ends – Reporting 
on compliance 

with 24 CFR Part 
75 takes effect

April 3
Published proposed rule ✓

June 3
Comment period closed ✓

September
Complete review of comments 
& finalize rule ✓

December
Internal clearance ✓

March-August 2020
OMB review ✓

September 29, 2020
Publish final rule ✓

November 30, 2020
Effective Date ✓

Nov. 2020 – July 2021
Transition Period

July 1, 2021
Transition Period Ends



What does Section 3 do?
By directing HUD-funded economic opportunities to residents and 
businesses in the community where the funds are expended, the 
expenditure can have the dual benefit of creating new or rehabilitated 
housing and other facilities while providing opportunities for 
employment and training for residents of these communities.

Job opportunities arising 
from Housing and 

Community Development 
programs 

Low- and very low-income 
workers residing in the 
service area of project 





How things are changing
24 CFR Part 75



Section 3 Applicability
Section 3 applies to housing rehabilitation, housing construction, and other 
public construction projects assisted under HUD programs that:

• Provide housing and community development financial assistance when the total 
amount of assistance from HUD programs exceeds a threshold of $200,000

• Provide financial assistance through the Lead Hazard Control and Healthy Homes 
program where the amount of assistance exceeds a threshold of $100,000 of LHCHH 
funds 
• LHCHH assistance is not included in calculating whether the assistance exceeds 

the $200,000 threshold 
A project for this purpose is the site or sites together with any building(s) and 
improvements on the site(s) that are under common ownership, management, and 
financing. 
**New rule applies to section 3 projects for which assistance or funding 
committed on or after July 1, 2021.



Section 3 Applicability continued 

• HOME Investment Partnership
• Community Development Block 

Grant (CDBG)
• Emergency Solutions Grant (ESG) 
• Housing Trust Fund (HTF) 
• Neighborhood Stabilization 

Program Grants (NSP 1, 2, & 3)
• Housing Opportunities for Persons 

with AIDS (HOPWA)

• Economic Development Initiative 
Grant (EDI)  

• Lead Hazard Control Grants & 
Healthy Homes Production Grants 

• Rental Assistance Demonstration 
(RAD) 

• Veterans Housing Rehabilitation & 
Modification Program 

• 202/811 Grants 

Programs covered by Section 3 include (but are not limited to): 

Contact Section3@hud.gov to determine applicability to a particular project/activity 



Key Changes 
to Section 3

Focusing reporting on key 
outcome metrics

Promoting sustained employment 
and career development

Creating targeted benchmarks for 
Section 3-covered assistance

Aligning reporting with standard 
business practices



A Section 3 worker is, or when hired in 
the past 5 years* was:

A low- or very low-income individual; or

A Youthbuild participant; or

Employed by a Section 3 business 
concern

Section 3 Definitions
Worker and Business Concern 24 C.F.R. Part 75.5

A Section 3 business concern is, documented 
within the last six-month period*:

51% or more owned/controlled by low- or very low-
income persons; or

> 75% labor hours are performed over prior three-
month period performed by low- or very low-income 
workers; or
≥ 51% owned/controlled by current residents of 
public housing or Section 8-assisted housing

*Do not look back prior to the effective date of the rule (November 30, 2020)





Housing and Community  
Development



Contracts and Agreements
§75.27

(a) Recipients must include language 
applying Section 3 requirements in 
any subrecipient agreement or 
contract for a Section 3 project

(b) Recipients of Section 3 funding 
must require subrecipients, 
contractors, and subcontractors to 
meet the requirements of 75.19, 
regardless of whether Section 3 
language is included in recipient or 
subrecipient agreements, program 
regulatory agreements, or 
contracts



§75.19  Requirements
(a) Employment and training

(1) To the greatest extent feasible, and consistent with existing Federal, state, and local 
laws and regulations, recipients covered by this subpart shall ensure that employment 
and training opportunities arising in connection with Section 3 projects are provided 
to Section 3 workers within the metropolitan area (or nonmetropolitan county) in 
which the project is located

(2) Where feasible, priority for opportunities and training described in paragraph (a)(1) of 
this section should be given to:
(i) Section 3 workers residing within the service area or the neighborhood of the 

project and,
(ii) Participants in YouthBuild program

(b)         Contracting
(1) To the greatest extent feasible, and consistent with existing Federal, state, and local laws 

and regulations, recipients covered by this subpart shall ensure contracts for work 
awarded in connection with Section 3 projects are provided to business concerns that 
provide economic opportunities to Section 3 workers residing within the metropolitan 
area (or nonmetropolitan county) in which the project is located.

(2) Where feasible, priority for contracting opportunities described in paragraph (b)(1) of 
this section should be given to:
(i) Section 3 business concerns that provide economic opportunities to Section 3 

workers residing within the service area or the neighborhood of the project, and
(ii)YouthBuild programs



“Service Area” 
Definition

Service area or the 
neighborhood of the project 
means an area within one mile 
of the Section 3 project or, if 
fewer than 5,000 people live 
within one mile of a Section 3 
project, within a circle centered 
on the Section 3 project that is 
sufficient to encompass a 
population of 5,000 people 
according to the most recent 
U.S. Census.





Housing and Community Development Projects: Benchmarks



More on Labor Hours

Labor Hours: number of paid hours 
worked by persons employed with Section 
3 funds.
Professional services: non-construction 
services that require an advanced degree 
or professional licensing such as legal 
services or accounting.
BONUS: may count hours worked by 
Section 3 workers engaged in professional 
services without including those hours in 
the total labor hours.

Use of Labor Hours encourages long-term hiring and steady 
employment.



Multiple Funding Sources
• Housing rehabilitation, construction, or other public construction is funded 

by Public Housing and Housing and Community Development funds:
• Public Housing must follow their normal requirements (Subpart B)
• Grantees may follow either their normal requirements (Subpart C) OR

public housing requirements (Subpart B)
• May use either definition of a Targeted Section 3 worker (75.11 or 

75.21)
• Recipients of both sources of funding shall report on the project as a 

whole and shall identify the multiple associated funding sources while 
reporting:

• Total labor hours worked on the project;
• Total labor hours worked by Section 3 workers on the project; 

and
• Total labor hours worked by Targeted Section 3 workers on the 

project

Housing rehabilitation, construction, or other public construction is funded by 
multiple sources of Housing and Community Development funds exceeding 
the appropriate thresholds:

• Follow normal requirements (Subpart C) and report to the applicable HUD 
program office as prescribed by the grant





Recordkeeping Requirements 
Recipients must maintain documentation, or ensure that a subrecipient, 
contractor, or subcontractor maintains documentation, to ensure workers 
meet that definition of a Section 3 worker or targeted section 3 worker: 

Section 3 worker record requirements 
 A worker's self-certification that their income is below the income limit from the prior calendar year
 A worker's self-certification of participation in a means-tested program such as public housing or Section 8-

assisted housing
 Certification from a PHA, or the owner or property manager of project-based Section 8-assisted housing, or 

the administrator of tenant-based Section 8-assisted housing that the worker is a participant in one of their 
programs

 Employer's certification that the worker's income from that employer is below the income limit when based on 
an employer's calculation of what the worker's wage rate would translate to if annualized on a full-time basis

 Employer's certification that the worker is employed by a Section 3 business concern.

Targeted Section 3 worker record requirements (HCD definition) 
 An employer's confirmation that a worker's residence is within one mile of the work site or, if fewer than 

5,000 people live within one mile of a work site, within a circle centered on the work site that is sufficient 
to encompass a population of 5,000 people according to the most recent U.S. Census;

 An employer's certification that the worker is employed by a Section 3 business concern; or
 A worker's self-certification that the worker is a YouthBuild participant.



Section 3 Safe 
Harbor

(a) Recipients will be considered 
to have complied with 
requirements in this part, in 
the absence of evidence to the 
contrary if they:
(1) Certify that they have 

followed the prioritization 
of effort in 75.19; and

(2) Meet or exceed the 
applicable Section 3 
benchmark



Reporting 
§ 75.25
Frequency:
• Benchmarks reported annually, unless otherwise provided by the grant, and
• Where required when reporting qualitative efforts, on all projects completed 

within the reporting year in a manner consistent with the funding program

Report you meet Section 3 
benchmarks (Safe Harbor)

If benchmarks are not met, then

Report on the qualitative efforts 
undertaken to meet the Section 3 
benchmarks



Examples of Qualitative Reporting
• Outreach efforts to generate job applicants who are Targeted Section 3 workers
• Training/apprenticeship opportunities
• Technical assistance provided to help Section 3 workers compete for jobs (resume 

assistance, etc.)
• Provide/connect Section 3 workers with assistance in seeking employment
• Holding job fairs
• Provide/refer Section 3 workers to services supporting work readiness and retention
• Provide assistance to apply for/or attend education/vocational training
• Provide financial literacy training
• Engage in outreach to identify and secure bids from Section 3 business concerns
• Provide technical assistance to Section 3 business concerns to help them 

understand Section 3 requirements
• Provide bonding assistance, guaranties, or other efforts to support viable bids from 

Section 3 business concerns
• Promote use of Section 3 business registry and HUD Opportunity Portal
• Outreach, engagement, or referrals with the state one-stop system



HUD Business Registry 
and Opportunity Portal



Business Registry
http://hud.gov/Sec3Biz

Grantees find
Section 3 businesses

to hire

Residents find
Section 3 businesses
to inquire about jobs

Businesses self-certify
to meet the definition 

of
a Section 3 business

sec3biz@Hud.gov



Am I a Section 3 Business?
http://hud.gov/Sec3Biz

1 2

3



Register a Business
http://hud.gov/Sec3Biz



Search for a Business
http://hud.gov/Sec3Biz



HUD Opportunity Portal

Who does it serve?

Grantee  Post contract opportunities with a Section 3 preference

Section 3 Business  Post training and job opportunities for Section 3 residents

Section 3 Resident  Post your resume and contact information

Section 3 
Grantees

Section 3 
Businesses

Section 3 
Residents

Connecting the right people to the right 
opportunities



HUD Opportunity Portal: Login
Provides secure access to 
government services

Offers the public access to 
participating government 
programs

Requires: Email and Phone 
Number



HUD Opportunity Portal 



Frequently Asked Questions 
What is YouthBuild? 
YouthBuild is a community-based pre-apprenticeship program that 
provides job training and educational opportunities for at risk youth 
ages 16-24 who have previously dropped out of high school.
What is the relationship between Section 3 and Davis 
Bacon requirements? 
Compliance with Section 3 must be achieved consistent with the 
requirements of Davis-Bacon. Certain construction contracts are subject to 
compliance with the requirement to pay prevailing wages determined 
under the Davis-Bacon Act (40 U.S.C. 3141 et seq.) and implementing U.S. 
Department of Labor regulations in 29 CFR Part 5. 



Frequently Asked Questions 

Who is considered a recipient of Section 3 funding?
A recipient is any entity that receives directly from HUD public 
housing financial assistance or housing and community 
development assistance that funds Section 3 projects, including, 
but not limited to, any State, local government, instrumentality, 
PHA, or other public agency, public or private nonprofit 
organization. It does not include contractors or any intended 
beneficiary under the HUD program to which Section 3 applies, 
such as a homeowner or a Section 3 worker. 



Frequently Asked Questions 
Are demolition projects covered by the requirements of Section 
3? 
Yes. Recipients of assistance covered by Section 3 should, 
where feasible, comply with Section 3 benchmarks. 
When might a recipient agency be exempt from the quantitative 
reporting requirements of Section 3? 
A Small Public Housing Agency (less than 250 units) may elect 
not to report on labor hours. If the agency does not elect to report 
on labor hours, it is required to report solely on qualitative efforts 
as permitted in 24 C.F.R. 75.15(d). 



General Section 3 questions – program area, local FPM 
contact, or email Section3@hud.gov

RAD Section 3 – Rad Resource Desk

Section 3 Business Registry issues – sec3biz@hud.gov

Frequently Asked Questions document



Contact

Roma Yengo | Management Analyst | Columbus 
Field Office 

Roma.k.yengo@hud.gov
Section3@hud.gov

Technical Assistance – HUD Exchange 
- Small group sessions (3hr)
- Robust, in-depth training with materials & examples
- Starts in June, sign up early! 


