	FEDERAL SECTION 3 PROVISIONS


I. Section 3 Purpose/Intent
Section 3 ensures that the expenditure of federal funds [which are covered by federal regulation and/or meet certain threshold requirements) in economically distressed communities has a multiplier effect by targeting local low-income and very low-income persons and qualified businesses for jobs, training, and contracting opportunities. [Section 3 of the Housing & Urban Development Act of 1968 (12 U.S.C. 1701u and 24 CFR Part 135, subparts B and E)].
II. Section 3 Applicability
Generally, the threshold is projects over $200,000 or equal to or over 10% of the City’s entitlement. Contractors or subcontractors that receive contracts in excess of $100,000 for Section 3 covered projects/activities are required to comply with Section 3 regulations. If no individual contract exceeds $100,000, responsibility for compliance with Section 3 applies only to the City.
Section 3 is triggered when the normal completion of construction and rehabilitation projects creates the need for new employment, contracting, or training opportunities. If the expenditure of covered funding does not result in new employment, contracting, or training opportunities, the requirements of Section 3 have not been triggered. However, each City must still submit Section 3 annual reports indicating this information.
III. Section 3 Responsibilities

Each recipient of Section 3 covered financial assistance, including contractors and subcontractors are required to comply with Section 3 requirements for new employment, training and contracting opportunities, including:

a. Implementing procedures to notify Section 3 residents and business concerns about training and employment opportunities.

b. Notifying potential contractors completing work on Section 3 covered projects of their responsibilities.
c. Incorporating the Section 3 Clause into all covered solicitations and contracts [24 CFR Part 135.38]

d. Facilitating the training and employment of Section 3 residents and the awarding of contracts to Section 3 business concerns.

e. Documenting actions taken to comply with Section 3.

f. Submitting Section 3 Annual Summary Reports (form HUD-60002) in accordance with 24 CFR Part 135.90.

IV. Section 3 Compliance

1. Meeting the minimum numeric goals set forth at 24 CFR Part 135.30

a. 30 percent of the aggregate number of new hires shall be Section 3 residents.

b. 10 percent of all covered construction contracts shall be awarded to Section 3 business concerns; and

c. 3 percent of all covered non-construction contracts shall be awarded to Section 3 business concerns.

2. Recipients that fail to meet the numeric goals stipulated must demonstrate why it was NOT possible. Such justifications should describe the efforts that were taken and barriers encountered that will allow HUD to make a determination regarding compliance.
V. Section 3 Bidder Qualifications
1. Qualifies as a Section 3 business concern because the business:
a. Is 51% owned by Section 3 residents, or

b. 30% or more of its permanent, full time employees are Section 3 residents, and 

c. Provides the Section 3 Resident Certification Form (Attachment 4) for each qualified employee, OR
2. Makes a written commitment by submitting a Section 3 Economic Opportunity Plan indicating that the bidder will:

a. Hire at least 30% aggregate new hires that are qualified Section 3 residents, and

b. Provide the Section 3 Resident Certification form for each Section 3 new hire, or
c. Subcontract 25% or more of the bid amount to qualified Section 3 business concerns, and

d. Ensure that the business concerns provide Section 3 Resident Certification forms for each qualified employee.

Note: If the contract is awarded based upon the written commitment, the contractor will be responsible to document all efforts made to recruit Section 3 resident new hires. Additionally, the recipient contractor who commits to the Section 3 goal is required to submit a Section 3 Summary Report with their final Certified Payroll Report submission.

Section 3 Resident

1. Residents of Public and Indian Housing, or

2. Individuals that reside in the metropolitan county in which the Section 3 covered assistance is expended and whose income do not exceed the local HUD income limits set forth for low or very low-income households.
A Section 3 bidder who commits to hire Section 3 Residents by directing employment and training opportunities toward low- and very low-income persons, particularly those who are recipients of government assistance for housing, may use any combination of outreach efforts to meet the Section 3 commitment made when a Section 3 Economic Opportunity Plan has been submitted. 
REMEMBER: All employees of a business/firm count toward meeting your Section 3 compliance goals—Section 3 New Hires do not have to be construction workers, they just have to be a part of your permanent, full-time staff. 

SAMPLE OUTREACH EFFORTS FOR CONTRACTORS 
SEEKING SECTION 3 RESIDENT EMPLOYEES 

• 
Enter into “first-source” hiring agreements with organizations representing Section 3 residents, such as local Workforce Investment Board/Job Centers. For more information, visit https://www.glendaleca.gov/government/departments/community-services-parks/verdugo-jobs-center 
•
Sponsor a HUD-certified “Step-Up” employment and training program for Section 3 residents. 

•
Advertise training and employment positions by distributing flyers (Notice of Section 3 Commitment or other flyer that identifies the positions to be filled, the qualifications required, and where to obtain additional information about the application process) to every occupied dwelling unit in the housing development(s) adjacent to the project site. 

•
Post training and employment position flyers in public housing developments, offices of the local government, and other conspicuous places. 

•
Contact State-approved apprenticeship programs to gain access to potentially low-income residents who are actively seeking job-placement and training.  For more information on local apprenticeship programs, you can visit the California Department of Industrial Relations’ database of local apprenticeship programs by visiting http://www.dir.ca.gov/databases/das/aigstart.asp 

•
Contact agencies administering HUD Youthbuild programs, and requesting their assistance to recruit current HUD Youthbuild program participants who are in need of permanent placement. 

•
Advertise any positions to be filled through the local media, such as community television networks, newspapers of general circulation, or commonly-used job placement websites such as www.monster.com 

Attachments

1. Section 3 Clause



4. Section 3 Economic Opportunity Plan
2. Section 3 Business Certification Form
5. Notice of Section 3 Commitment
3. Section 3 Resident Certification

SECTION 3 CLAUSE

(All Section 3 covered contracts shall include the Section 3 Clause)

Section 3 Clause
a. The work to be performed under this contract is subject to the requirements of Section 3 of the Housing and Urban Development Act of 1968, as amended, 12 U.S.C. 1701u (Section 3). The purpose of Section 3 is to ensure that employment and other economic opportunities generated by the U.S. Department of Housing and Urban Development (HUD) assistance or HUD assisted projects covered by Section 3, shall, to the greatest extent feasible, be directed to low- and very low-income persons, particularly persons who are recipients of HUD assistance for housing.
b. The parties of this contract will comply with HUD’s regulations as set forth in 24 CFR Part 135, which implement Section 3. As evidenced by their execution of this contract, the parties to this contract certify that they are under no contractual or other impediment that would prevent them from complying with the Part 135 regulations.

c. The contractor agrees to send to each labor organization or representative of workers which the contractor has a collective bargaining agreement or other understanding, if any, a notice advising the labor organization or workers’ representative of the contractor’s commitments under this Section 3 Clause, and will post copies of the notice in conspicuous places at the work site where both employees and applicants for training and employment positions can see the notice.  The notice shall: describe the Section 3 preference; shall set forth minimum number and job titles subject to hire; availability of apprenticeship and training positions; the qualifications for each; and the name and location of the persons taking applications for each of the positions; and the anticipated date the work shall begin.

d. The contractor agrees to include this Section 3 Clause in every subcontract subject to compliance with regulation in 24 CFR Part 135, and agrees to take appropriate action, as provided in an applicable provision of the subcontract or in this Section 3 Clause, upon a finding that the subcontractor is in violation of the regulations in 24 CFR Part 135. The contractor will not subcontract with any subcontractor where the contractor has notice or knowledge that subcontractor has been found in violation of regulations under 24 CFR Part 135.

e. The contractor will certify that any vacant employment positions, including training positions, that are filled (1) after the contractor is selected, but before the contract is executed, and (2) with persons other than those to whom the regulations of 24 CFR Part 135 require employment opportunities to be directed, where not filled to circumvent the contractor’s obligations under 24 CFR Part 135.

f. Noncompliance with HUD’s regulations in 24 CFR Part 135 may result in sanctions, termination of this contract for default, and debarment or suspension from future HUD assisted contracts.
g. With respect to work performed in connection with Section 3 covered Indian Housing Assistance, Section 7(b) of the Indian Self-Determination and Education Assistance Act (25 U.S.C. 450e) also applies to the work to be performed under this contract. Section 7(b) requires that the greatest extent feasible; (i) preference and opportunities for training and employment shall be given to Indians, and (ii) preference in the award of contracts and subcontracts shall be given to Indian organizations and Indian-owned Economic Enterprises. Parties to this contract that are subject to the provisions of Section 3 and Section 7(b) agree to comply with Section 3 to the maximum extent feasible, but not in derogation of compliance with Section 7(b).
SECTION 3 BUSINESS CERTIFICATION FORM
Business Name:



Business Address:


Telephone Number: 
_________________         Contract/Bid Amount: $


1.
The above mentioned business firm is a Section 3 business concern based on the following qualifications: 

  
(
51-percent owned by Section 3 Residents 

(Submit Resident Certifications with this business certification form) 

 
( 
At least 30-percent Permanent, full-time employees are Section 3 Residents 

  
Total Number of all full-time employees ______ , 


Number of Section 3 qualified Employees ______ 


(Submit the Resident Certification form(s) with this Business Certification form) 

2.
The above mentioned business firm is not a Section 3 business concern, but commits to the Section 3 goal: 
 
(
Written Commitment (Section 3 Economic Opportunity Plan), outline intentions to: 
Hire Section 3 qualified residents at least 30-percent aggregate new hire positions, and/or Subcontract 25-percent or more of the contract amount to Section 3 qualified business concerns. 
3.  The above mentioned business has determined that Section 3 is not applicable for the following reason(s): 


(     The project does not meet the minimum Section 3 threshold;
· The City is the responsible jurisdiction for compliance with Section 3.

THE UNDERSIGNED DECLARES THAT THE ABOVE INFORMATION IS COMPLETE AND CORRECT



Signature of Owner/Principal

Date




Business Name

License Number


SECTION 3 RESIDENT CERTIFICATION 

(2023 INCOME GUIDELINES) 

Employee’s Name:  

            

Employee’s Address



I hereby certify that I am a Section 3 resident; based on the following qualification(s): 

1. 

I am a Public Housing Resident (Specify Name of the Public Housing site): 

2.

I am a low-income resident of the Los Angeles metropolitan area. 


Select your household size and gross annual income level (from all sources): 

	1 person household
	2 person household
	3 person household
	4 person household
	5 person household
	6 person household
	7 person household
	8 person household

	($26,500 or less
	($30,300 or less
	($34,100 or less
	($37,850 or less
	($40,900 or less
	($43,950 or less
	($46,950 or less
	($50,560 or less

	($26,501 to $70,650
	($30,301 to $80,750
	($34,101 to $90,850
	($37,851 to $100,900
	($40,901 to $109,000
	($43,951 to $117,050
	($46,951 to $125,150
	($50,561 to $133,200


3.
I am not a public housing or low-income resident of the Los Angeles metropolitan area. 


  
_____________ 

                       Employee Signature                       
Date 


To Be Completed by Local Contracting Agency 
Preference Category:  ( Targeted Service Area  ( Youthbuild  ( McKinney Homeless  ( Other Section 3

Census Tract Number: _______________ Income Level ( Extremely Low   ( Very Low   ( Low  ( Moderate
SECTION 3 ECONOMIC OPPORTUNITY PLAN

	1.   Name and Address of Reporting 
Entity (Recipient, Sub-recipient, 
Contractor, Subcontractor) 

 
	2.  Federal Identification: (Contract/Award No.) 
	3. Dollar Amount of Award: 

	
	4.  Contact Person: 
	5. Phone: (include Area Code) 

	
	6.  Reporting Period: 
	7. Date Report Submitted 

	 8.   Program Code:                                                   (Use a separate sheet for each Program Code) 

	


Program Codes 
1. Flexible Subsidy  2. Section 202/811  3. Public/Indian Housing Development, Operation and Modernization 4. Homeless Assistance  5.HOME

6. HOME - State Administered  7.  CDBG – Entitlement  8.  CDBG - State Administered  9.  Other CD Programs  10.  Other Housing Programs


Part I:  Employment and Training Commitment

	JOB CLASSIFICATION
	TOTAL

NEW HIRES
	SECTION 3

NEW HIRES
	% of Aggregate Hires

Who are Section 3 Residents

	Professionals
	
	
	%

	Technicians
	
	
	%

	Office/Clerical
	
	
	%

	Trade:
	
	
	%

	Trade:
	
	
	%

	Trade:
	
	
	%

	Trade:
	
	
	%

	Trade:
	
	
	%


Part II:  Contract Award Commitment to Section 3 Businesses (Subcontractors, Suppliers, Vendors, or Service Providers) 

	NAME OF 

SECTION 3 BUSINESS CONCERN 
	SPECIFY 

CONSTRUCTION OR NONCONSTRUCTION CONTRACT 
	CONTRACT 

AMOUNT 

	 
	 
	$ 

	 
	 
	$ 

	 
	 
	$ 

	 
	 
	$ 

	 
	 
	$ 

	 
	 
	$ 

	 
	 
	$ 

	TOTAL 
	$ 

	Percentage of the total dollar amount to be awarded to Section 3 Business Concerns: 
	%


A Section 3 bidder who commits to hire Section 3 Residents by directing employment and training opportunities toward low- and very low-income persons, particularly those who are recipients of government assistance for housing, may use any combination of outreach efforts to meet the Section 3 commitment made when a Section 3 Economic Opportunity Plan has been submitted. 
REMEMBER: All employees of a business/firm count toward meeting your Section 3 compliance goals—Section 3 New Hires do not have to be construction workers, they just have to be a part of your permanent, full-time staff. 

SAMPLE OUTREACH EFFORTS FOR CONTRACTORS 
SEEKING SECTION 3 RESIDENT EMPLOYEES 

• 
Enter into “first-source” hiring agreements with organizations representing Section 3 residents, such as Work Source or a local Workforce Investment Board.  For more information, visit http://www.calwia.org/lwia/index.cfm 

•
Sponsor a HUD-certified “Step-Up” employment and training program for Section 3 residents. 

•
Advertise training and employment positions by distributing flyers (Notice of Section 3 Commitment or other flyer that identifies the positions to be filled, the qualifications required, and where to obtain additional information about the application process) to every occupied dwelling unit in the housing development(s) adjacent to the project site. 

•
Post training and employment position flyers in public housing developments, offices of the local government, and other conspicuous places. 

•
Contact State-approved apprenticeship programs to gain access to potentially low-income residents who are actively seeking job-placement and training.  For more information on local apprenticeship programs, you can visit the California Department of Industrial Relations’ database of local apprenticeship programs by visiting http://www.dir.ca.gov/databases/das/aigstart.asp 

•
Contact agencies administering HUD Youthbuild programs, and requesting their assistance to recruit current HUD Youthbuild program participants who are in need of permanent placement. 

•
Advertise any positions to be filled through the local media, such as community television networks, newspapers of general circulation, or commonly-used job placement websites such as www.monster.com 

NOTICE OF SECTION 3 COMMITMENT

TO:














(Name of Labor Union, Workers Representative, etc.)

(Address)

Name of Business (contractor): 










Project Name: 












The undersigned currently holds a contract with 















 Involving Community Development Block Grant (CDBG) funds from the U.S. Department of Housing and Urban Development or a subcontract with a prime contractor holding such contract.

You are hereby advised that under the provisions of the above contract or subcontract and in accordance with Section 3 of the Housing and Urban Development Act of 1968, the undersigned is obligated to the greatest extent feasible, to give opportunities for employment and training to lower income residents of the CDBG assisted project area and to award contracts for work on the project to Section 3 business concerns, which are located in the City of Burbank. 

Regarding employment opportunities for Section 3, the minimum number of job titles will be:

	Minimum Job Number
	Job Classification

	
	

	
	

	
	

	
	


The anticipated date the work will begin is 



, 20    .  For additional information, you may contact 







 at (            )




.                                        
This notice is furnished to you pursuant to the provisions of the above contract or subcontract and Section 3 of the Housing and Urban Development Act of 1968. Copies of this notice will be posted by the undersigned in conspicuous places available to employees or applicants for employment.
BY:














Print Name





Signature
Date






Title

To Be Completed by Local Contracting Agency  


Preference Category:  ( Targeted Service Area   ( Youthbuild   ( Other


Census Tract Number: __________








To Be Completed by the Employer 


 


The above-named person is a new-hire employee who was hired on:		 





This person’s Work Classification is:  	





	Business Name:		





Print Name of Owner/Agent:  __________________  Signature of Owner/Agent: ____________________
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