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Presenter Notes
Presentation Notes
Good Morning.

This presentation is intended to provide an overview of HUD’s Section 3 requirements, HCD Reporting Requirements, and Recipient best practices.  It includes links to tools and resources, reporting requirements, and ways you can leverage Section 3 to increase Economic Opportunity for low- and very low-income individuals.  
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Presentation Notes
Why if Section 3 is a “ghost” possessing other HUD program funding streams is this an FPM presentation?  Well because of how Section 3 responsibilities are delegated within HUD.
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Presentation Notes
This is an overview of what we will be covering today, starting with the Intent of the Section 3 statute.


Intent of
Section 3
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Presentation Notes
I always like to start out these types of presentations with the foundation of the topic being discussed.  In this case the Section 3 statute is a very short part of the Housing and Urban Development Act of 1968 – yes it is less than 2 pages and has been around that long - in a nutshell it:
Ensures opportunities – including any jobs, training, or contracts
Generated by certain HUD Funding – funding applicability is listed either directly in the funding regulation (as is the case for programs like CDBG, HOME, etc.) or in the NOFA/NOFO for the program (like for CoC or other competitive funding).
To the greatest extent feasible – generally requires some form of affirmative outreach or effort beyond the normal steps taken when posting the opportunity.  This can be a step beyond the normal notification procedures for job/contract postings, first notification policies, etc.
Are directed to low- or very low-income individuals, particularly those who are recipients of government assistance for housing.

Three important reminders to note: 
Section 3 is focused on economic status.  It is gender, race, disability, and criminal history neutral.
Section 3 remains a preference, not an entitlement.  Section 3 workers and business concerns must still demonstrate they have the ability or capacity to perform the specific job or successfully complete the contract/employment they are seeking.
Section 3 defers to any conflicting local, state, or federal rules or regulations. 
Section 3 is not a locality requirement – though there are some locality preferences built into the regulation

And at the end of the day, the intent of Section 3 is to increase economic opportunities for low- and very low-income individuals – particularly in the communities where HUD funds are being spent.  Putting aside everything else you hear in this presentation if you follow that guiding intent, you will increase skills, capability, and economic strength in your community over time.
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Presentation Notes
So how is that intent promulgated?

This is done through the governing rules for specific HUD grant statutes, Regulations, and Program area notices.

There was a major rule change in 2020 when HUD has promulgated the “new” regulation to effectuate the statute.  The old regulation was 24. C.F.R. Part 175.  This has been replaced with 24 C.F.R. Part 75.  Part 75 is divided into 4 subparts – General provisions, public housing, housing & community development, and multiple funding sources, recordkeeping, & compliance.

Again, Section 3 is not a funded program in its own right.  It is merely a required preference that economic opportunities provided through other HUD programs are provided to low- and very low-income persons.  It is the ghost with no body, if you will.  As we get into more detail later, it is important to remember that Section 3 defers to other Federal, state, and local regulations.

Now that you have a basic foundation of where Section 3 originates, let’s talk about a few key definitions. The new regulation also includes some definitions that are critical to understanding the rule, these are Section 3 business concern, Section 3 worker, Targeted Section 3 worker, and Labor Hours.



Fundamental
Section 3
Definitions




n 24CFR§ 75.5

Section 3 Worker/Business

Section 3 Worker Section 3 Business Concern

Worker who is, or when hired in the past Business meeting at least one criteria within the last six month

5 years” was: period:

* A Low- or Very Low-Income * 2 51% owned/controlled by low-or very low-income
individual; or persons; or

* A YouthBuild participant; or « > 75% of the labor hours performed for the business over the

prior 3 month period are performed by Section 3 Workers; or

+ Employed by a Section 3 Business
Concern * 2 51% owned/controlled by current public housing residents
or residents who currently live in Section 8-assisted housing

Only need to meet one of the prongs!

* Cannot look back prior to November 30, 2020 — the effective date of 24 Part 75


Presenter Notes
Presentation Notes
NOTE: The Labor Hours used to determine if a business is Section 3 is a simple calculation using existing wage systems.  This is not the regulation definition of labor hour used for Section 3 projects.



Income Limits Based on Individual

IndiViduaI Income LOW'Income !;!;l FY 2022 INcoME LiMITS DOCUMENTATION SYSTEM

Area Limit

First select a state: Then select a county:
Minois - IL B [Alcona County, MI
o o Indiana - IN Alger County, MI
lowa - 1A Allegan County, MI
Birmingham-Hoover $52,850 Mg
I Kentucky - KY Antrim County, MI
Louisiana - LA |Arenac County, MI
Maine - ME Baraga County, MI
Maryland - MD Barry County, MI
Massachusetts - MA Bay County. M|

Montgomery $45,800 U e

Or view FY 2022 statewide Income Limits for Michigan:

Or select a FY 2022 HUD Metropolitan Fair Market
Rent/Income Limits Area (HMFA):
[Niles-Benton Harbor, MI MSA ~]

Huntsville $60,400 e

Prepared by the Program Parameters and Research Division, HUD.

I usca I oosa $48 850 For more on area definitions, click here. Technical Problems or questions? Contact Us.
tl

Mobile $42.600

Sample Alabama Income Limits
Source: http://www.huduser.org/portal/datasets/il.html (April 2024)



Presenter Notes
Presentation Notes
As you heard me mention, Section 3 is gender, race, disability, and criminal history neutral and is a pure income-based preference.  Before we get into the Section 3 definitions, I wanted to point out how to determine what it means to be a Low- and very low-income individual and what that means within the Section 3 program.  This is a different determination that that used to determine household income in that it is based on the individual’s income based on where that individual resides.

Income limits are determined annually by HUD. These applicable limits here are Very Low-Income (50% of AMI) and Low-Income (80% of AMI)  based on the location where the worker resides.   Unlike other HUD programs, income is determined based on the individual worker not the household.   

HUDUser provides a searchable database that is updated annually and includes large metro areas, counties, and statewide information.  


https://www.huduser.gov/portal/datasets/il/il2022/select_Geography.odn
http://www.huduser.org/portal/datasets/il.html

Targeted Section 3 Worker 24 CF.R. § 75.11 (PHA) or § 75.21 (HCD)

Targeted Section 3 Worker (TS3W)

Py TS3W for Public

(A Housing Funds

A Section 3 Worker who is:

* Employed by a Section 3 Business Concern; or
* Who currently fits, or when hired fit, one of the

following definitions, as documented in the previous 5
years”

* Resident of Public Housing or Section 8-
assisted housing; or

* Resident of other Public Housing projects or
Section 8-assisted housing managed by the
PHA that is providing the assistance; or

* A YouthBuild participant

TS3W for Housing Community
Development Funds

A Section 3 Worker who is:
* Employed by a Section 3 Business Concern; or

* Who currently fits, or when hired fit, one of the
following definitions, as documented in the previous 5
years”

+ Living within the service area or the
neighborhood of the Section 3 project; or
* A YouthBuild participant

* Cannot look back prior to November 30, 2020 — the effective date of 24 Part 75
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EMPHASIZE: All Targeted Section 3 Workers are Section 3 Workers, but not all Section 3 Workers are Targeted Section 3 Workers.

Targeted Section 3 worker definition is slightly different between public housing and housing and community development – specifically public housing is targeted to residents of that agency while housing and community development focuses on the area in which the funding is being spent.  Both definitions include YouthBuild participants.

Please note that this is not a locality requirement or preference, but it does favor providing economic opportunity in the location where the HUD funds are spent.




ﬂ Section 3 defers to local, state, and

other federal rules and regulations. (24

When Status Determined C.F.R. §§75.9 & 75.19)

Section 3/TS3 ~ . .
L} Section 3 Business Concern
Worker 3
=] A Section 3/TS3 Worker status determined Prior to contracting grantees/contractors may
at either: maintain a self-certified registry.
» Date of Initial Hire/Contract; or
* Post-Hire certification date. :=1 Verification of Section 3 Business status is done

at time of contracting, which means:
- Anytime post contract date, but
« No earlier than 6 months prior to contract

@ Once established Section 3/TS3 Workers
may report their labor hours for 5 years
from the date used to determine their

status’ Sl

_ _ ) Once verified a Section 3 Business maintains
Workers may reestablish their status as a Section 3 status for as long as it continues to
Section 3/TS3 Worker at any time. meet the definition (generally the length of the

contract)

* Cannot look back prior to November 30, 2020 — the effective date of 24 Part 75


Presenter Notes
Presentation Notes
Section 3 Business Concern:
HUD no longer maintains a Business Registry database, it was sunset in September 2023.  However, some local grantees do maintain a local registry so if you are interested contact your local Section 3 recipients to see if there is a list.






u 24 CFR § 75.31

Verification Documentation

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

Section 3 Worker Record Requirements;

Worker’s self-certification that their income is below the income limit from the prior calendar year (HUD Form 4736C & D)
Worker's self-certification of participation in a means-tested program such as public housing or Section 8 (HUD Form 4736C & D)
Certification from a PHA or Section 8 program manager that the worker is a participant in such a program (HUD Form 4736)
Employer’s certification that the worker’s income from that employer is below the income limit (HUD Form 4736A & B)
Employer’s certification that the worker is employed by a Section 3 business concern (HUD Form 4736A & B)

A NANENENEN

Targeted Section 3 Worker Record Requirements

v' Worker's self-certification of participation in a means-tested program such as public housing or Section 8
v Certification from a PHA or Section 8 program manager that the worker is a participant in such a program
v' Employer’s certification that the worker is employed by a Section 3 business concern

v' Worker’s certification that the worker is a YouthBuild participant

* Additional Sample Section 3 Utilization and Funding Tracker Tools are available on HUD Clips as part of the HUD Form 4737 series
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Presentation Notes
Recipients must maintain documentation, or ensure that a subrecipient, contractor, or subcontractor maintains documentation, to ensure workers meet the definition of a Section 3 worker or Section 3 targeted worker:

This is not that heavy of a lift-most just requires certification from the worker, the employer, or the entity providing the means-based housing.  Again, once established may report on that Section 3 worker for five years – and can reestablish Section 3 eligibility at any time.  Forms listed are sample forms, and while you are free to utilize them you have the flexibility to create your own if that better suits you Section 3 plan.

Level of income certification and verification is not meant to be as rigorous as income verification for HCV or HOME or other income-based program (though you can use that verification if it is available). Self-certification is sufficient, and that self-certification be by the worker, employer, or housing authority.

Section 3 defers to other local, state, federal rules and regulations so if there is a local ordinance where preventing you from asking income of potential employees follow the local ordinance.  This could mean that you have to find another way to establish Section 3 status (such as participant in a means-tested program, youthbuild participant, etc.).



https://www.hud.gov/sites/dfiles/OCHCO/documents/4736C.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736D.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736C.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736D.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736A.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736B.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736A.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736B.docx
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4

Applicability /
Requirements
of Section 3




n Section 3 Applicability 24 CF.R. § 75.3

Section 3 Applicability

Determined by Funding Source

\ i i Housing & Communit
ﬁ\ Public Housing E g y
- Development

Applies to Entire Grant: Application Determined by Project:

* Section 3 requirements apply to all activities + Section 3 requirements for HCD funding apply to only
funded with the following funds, regardless of those projects that meet the definition of a Section 3
the amount funded: Project under §75.3:

» Operating Funds » CPD Formula Grants
» Capital Funds » CPD Competitive Grants
+ Development/Modernization Funds * Lead Grants

* RAD - See notice for specifics Multifamily Grants
24 C.F.R. § 75.29 includes a special provision for projects
with multiple funding sources (e.g. RAD Projects).
Check Program Regulations, Notices, and NOFOs
of HUD Funds for more info on applicability
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Presentation Notes
Section 3 Requirements depend on the source of HUD funding.  Public Housing or Housing and Community Development (HCD).  They are fundamentally different in scope.

PH – GRANT BASED – meaning Section 3 applies to those activities funding by applicable PH funds, regardless of the funded amount

HCD – PROJECT BASED – meaning Section 3 will apply only those projects that meet the specified threshold in the regulation
Program areas are responsible for the compliance and monitoring of grants in their program area – and this includes individual recipient compliance with Section 3 within those grants (remember Section 3 is not a program on its own only a preference applied to certain HUD funding).  Program specific questions or issues should be directed to the program area.
Think of the impact this could have on local communities and their skill gaps if even a small percentage of this is really focused on the Section 3 worker.

For RAD projects see Section 1.3.A.15
Predevelopment Conversion Costs subject to Section 3
Any Work required by the conversion after the RAD Closing that involves housing rehabilitation or housing construction is subject to Section 3 requirements as applicable to HCD (e.g. the funding threshold), with the exception that 24 C.F.R. §75.9 prioritization is applicable rather than § 75.19 unless CDBG or HOME funding is included in which case § 75.19 will be applicable. 
Reporting on Section 3 compliance is done through the post-closing completion certification (for questions contact the RAD Resource Desk)
Program participants are not required to amend contracts executed before November 30, 2020.  PHAs and their partners engaged in RAD conversions closed on or after November 30, 2020, should review draft contracts to align with the Section 3 Final Rule (24 CFR Part 75).”  





n Section 3 Applicability 24 CF.R. § 75.3

HCD - Section 3 Project Definition

Section 3 Project:

- Housing rehabilitation, housing construction, and other public construction project that is
- Assisted under HUD programs that provide HCD financial assistance
« \When the total amount of HCD assistance to the project exceeds a threshold of $200,000
« The threshold is $100,000 where the assistance is from Lead Hazard Control and
Healthy Homes program funding.

A project for this purpose is the site(s) together with any building(s) and improvements on
the site(s) that are under common ownership, management, and financing.

Applies to Section 3 projects for which
assistance or funding is committed on or
after July 1, 2021 - See CPD Notices for
more information
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This slide is specific to HCD funding.  As I mentioned in the previous slide Section 3 requirements related to public housing funding is grant based not project based.

With that said it is helpful to know what a Section 3 project is in case you are braiding HUD funding and are working on something that includes HCD funding.

Housing Rehab, construction, or other public construction project (does not include admin or CHDO capacity building, etc.)
Over $200K of total HCD funding ($100K for Lead)
Same ownership, management, and financing

Look to the individual program/grant regulations and NOFAs to determine Section 3 applicability – think the top part of the funnel on the earlier slide.

NOTE: A section 3 project can include multiple funding streams to get over the $200,000 so a single Section 3 project can include multiple activity entries in CPD/HCD reporting systems.

Having determined that Section 3 applies to a specific funded activity – either through the inclusion of Public Housing funding or by meeting the thresholds listed here, what are the requirements for the funding source and any contractor or subcontractor?



Section 3 Requirements

P38 PHAs & their contractors/
ﬁ‘ subcontractors

Consistent with existing Federal, state, and local

laws & regulations must make their best efforts to
provide to Section 3 Workers

NOTE: Material Only
contracts are exempted from
Section 3 Requirements

E Housing & Community
Development Funding

Consistent with existing Federal, state, and local laws &
regulations shall provide to Section 3 Workers in
Metro/County where the project is located

Make Best Efforts to Provide

Contracting with S3

Employment & p;_sinesses .
Training to: providing economic
2 24 C.F.R § 75.9 opportunity to:

» TS3 Workers living in PHA Project

» TS3 Worker subsidized by funding PHA

* Youthbuild Participants

* L/VLI Persons residing within Metro/County where
assistance provided

To the Greatest Extent Feasible

Contracting with S3

Employment &
Training to:

businesses

24CFR§ 7519

opportunity to:

» Section 3 Workers residing within neighborhood of the
Section 3 Project — See Neighborhood Tool
* YouthBuild Participants / Programs

providing economic
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Once you identify that Section 3 is applicable the rule requires the funding recipient – YOU - to undertake certain actions relating to employment and training of its own workforce and for any contracts entered into – other than material only contracts.  

The difference in language is statutory and HUD has purposely refused to clarify if there is a difference, though some have suggested the “best efforts” is a slightly higher standard than “greatest extent feasible.”  Either way document those efforts you take to meet the requirements – be they job fairs, workforce education, or affirmative outreach to those businesses self-certifying as Section 3….

You have heard me mention it a couple times now, what does “….residing within the service area or the neighborhood of the project…” as it relates to HCD Section 3 projects mean?  


https://hud.maps.arcgis.com/apps/webappviewer/index.html?id=1d27b42dd64e4684ba74fe5bd00f9755

Neighborhood Service Area 5

* An area within one mile of the Section 3 Project.

+ If fewer than 5,000 people live within a one-mile radius of the Section 3 Project, then the circle is
expanded until it is sufficient to encompass 5,000 people.

Due to the nature of census data, HUD does not expect this to be a perfect circle and allows for the
inclusion of entire census block group/tract that touches anywhere within the radius of the circle. Not
appropriate to try and pro-rate a census block group/tract.

d Service Are: Tool

HUD Region 5 Section 3 Resource
Hub includes a HCD Neighborhood
Service Area Tool

Designed to assist grantees and
contractors in determining the
Neighborhood Service Area.

v 13,277

Block Groups Within or Intersected by Radius
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The Region 5 Resource HUB has a Neighborhood Service Area Tool that I developed to assist Section 3 Recipients in identifying those census block groups within which any Section 3 Worker resides becomes a Targeted Section 3 worker for a specific HCD project.  The tool provides a list of census block groups within the appropriate radius of the Section 3 Project and anyone living in those census block groups would then be considered a Targeted Section 3 worker.


https://hud-region-5-section-3-resource-hub-hud.hub.arcgis.com/
https://hud-region-5-section-3-resource-hub-hud.hub.arcgis.com/
https://hud.maps.arcgis.com/apps/webappviewer/index.html?id=1d27b42dd64e4684ba74fe5bd00f9755
https://hud.maps.arcgis.com/apps/webappviewer/index.html?id=1d27b42dd64e4684ba74fe5bd00f9755

Section 3
Reporting
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Where reporting occurs.  This is grantee level reporting, each individual Section 3 Funded grantee may also include additional reporting requirements (Such as monthly contractor reports, qualitative effort reporting, etc.).


10,000

Total Labor Hours

2,500

Section 3 Worker Hours

500

TS3 Worker Hours

6

Job Fairs

What is Reported

- HUD Funding Recipient is ultimately responsible for
reporting
- Leeway and flexibility in how this is conducted

- Reported information determines if recipient met

benchmarks and safe harbor

- If safe harbor not met, recipient reports on qualitative
measures undertaken to meet Section 3 goals

- Requires tracking of:

- Total Labor Hours (minus professional services)

- Section 3 Worker Labor Hours

- TS3 Worker Labor Hours

- Prioritization efforts undertaken to meet benchmarks
(qualitative efforts)
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So what will be reported in the system?  

In a nutshell here is what you should be tracking during the grant year or throughout the project.  This will be used to determine if you as a project or grantee have met the safeharbor.


n Safe Harbor 24 C.F.R. § 75.31

Establishing Safe Harbor

HUD considers recipients to have complied with Section 3, absent any contrary

evidence, if they -
Q Certify that they have met the prioritization efforts outlined in § 75.9 or §75.19 (as applicable), AND

O Meet or exceed the applicable Section 3 Benchmarks as published every three years in the
Federal Register

Section 3 Worker

(11 - b
5 In 25 BenChmarkS Worker who is, or when hired in the past
§years” was:
Section 3 worker labor hours 5 9=
Total Section 3 labor hours* - " iﬁ%ﬁ[fr}' Low-Income
1 1

MUST INCLUDE WITHIN THE TOTAL (“AND”)
= A Youthbuild participant:; or

Targeted Section 3 worker labor hours

Total Section 3 labor hours* 2 5%

= Employed by a Section 3 Business
Concern

*May excludes labor hours from professional services (24 C.F.R. § 75.15(a)(4))


Presenter Notes
Presentation Notes
Primary recipient – who signs the grant agreement - Self-certifies that all projects have followed the prioritization efforts and meet/exceed the 5 in 25 benchmarks.   Public Housing authorities report by grant – HCD funding reports by project.

Section 3 Worker:
A Low- or very low-income individual, or
Youthbuild participant, or
Employed by Section 3 business concern

NOTE: THIS CREATES A BENEFIT TO CONTRACTING SECTION 3 BUSINESSES:
If you contract with a non-section 3 business must count labor hours for each employee to see who qualifies as a section 3 worker….BUT
If you contract with a Section 3 certified business concern you can count ALL the labor hours of employees of that business because one way to qualify as a Section 3 worker is to be employed by a Section 3 business.

If you do not meet the benchmark then you have to report qualitatively.


24 CFR.§ 75.25(b)

Qualitative Efforts

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

Provided/referred Section 3 workers to services supporting work readiness and
retention

Provided 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

Divided contracts into smaller jobs to facilitate participation by Section 3 businesses
Provide bonding assistance, guaranties, or other efforts to support viable bids from
Section 3 business concerns

Outreach, engagement, or referrals with the state one-stop system
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Qualitative reporting efforts are listed in the regulation.  There are a lot of efforts you can directly conduct or indirectly conduct by having contractors do them through contract requirements on Section 3 Projects.  Keep in mind that the end of a project is too late to start some of these items, so HUD recommends that Section 3 Recipients do this throughout the life of the grant and project.  

But What System?



PHA Reporting

Section 3 PHA Reporting Guidance (PIH 2022-38/FPM-19-2022)

v

Section 3 Performance Evaluation and Registration System
(SPEARS) is no longer used for Section 3 compliance reporting.

PHAs will report on a successor system that is still in
development.

Until successor system is online, PHAs are not required to report
Section 3 labor hours or other Section 3 compliance to HUD.
HUD will provide appropriate lead time for reporting when the
successor system comes online.

PHAs must maintain on-site records of Section 3 activities and
records demonstrating compliance with Section 3 and associated
regulations

It is recommended that PHAs maintain these documents digitally to
expedite any periodic monitoring review HUD may conduct.

“?"."""‘ . U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
N ]l H][ % WASHINGTON, DC 20410-5000
Te vt
= Ul

OFFICE OF PUBLIC AND INDIAN HOUSING

OFFICE OF FIELD POLICY AND MANAGEMENT

Spetial Attention of: Notice: PIH 2022-38/FPM-19-2022

Public Housing Agencies (PHAs)

Directors of HUD Regional and
Field Offices of Public Housing

Public Housing Directors

Resident Management Corporations

Issued: December 20, 2022

Expires: This notice remains in effect
until amended, superseded, or rescinded.

Cross Reference: 24 CFR Part 75; Notice
PIH 2022-10

SUBJECT: Reporting Supplement to the Implementation of the Final Rule on Section 3
Regulations - 24 CFR Part 75

22
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There is a system coming for reporting at the grant level.  I know you have heard us say that before, but I assure you it is coming.  Until then HUD has issued guidance to PHAs on how to maintain compliance with Section 3 and be prepared for any monitoring or review that may occur.

So, with grant level reporting out of the way, lets turn to Project level reporting on HCD Section 3 Projects.

https://www.hud.gov/sites/dfiles/OCHCO/documents/2022-38pihn.pdf
https://www.hud.gov/sites/dfiles/OCHCO/documents/2022-38pihn.pdf

HCD Reporting Systems

HCD Reporting Systems

« Each system has its own reporting
method and process
 All will ultimately “flow” into S3RS

dllh S3RS

CPD Reporting Guidance

@l DRGR | « HOME/HTF: Notice CPD-21-07
« CDBG: Notice CPD-21-09
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Presentation Notes
Here are the systems that are currently reporting on Section 3.
Links to specific instructions on how to enter labor hours by project in these systems is available through the resource slide, HUD Exchange, or Section 3 Resource HUB.

https://www.hud.gov/sites/dfiles/OCHCO/documents/2021-07cpdn.pdf
https://www.hud.gov/sites/dfiles/OCHCO/documents/2021-09cpdn.pdf

IDIS Repor

IDIS Activity ID:
14524

Program Year/IDIS Project 1D/ Project Title:
2023/4/Economic Development

Activity Name:
Facade Improvement Program

Program Activity Category
@ Is this activity to prevent, prepare for, and respond to coronavirus? No
CDBG @ Does this activity use Section 108 loan? No
18A - ED Direct Financial Assistance to For-Profits
ESG
HOME
HOPWA
HESG
HOPWA-C
HTF

i Is this activity subject to Section 3 at 24 CFR Part 757 No
i Is this activity an infrastructure project, as defined under the Build America, Buy America Act? No

Environmental Review: UNDERWAY

HEROS Environmental Review ID Comments

Activity Status:
Open

Completion Date:

Grantee/PJ Acti

ty ID:

I al Funding Date:
04/12/2024

Ready to Fund Funded Setup Detail

Yes View CDBG

Mo other organization is allowed access to this activ-

ity

Accomplishment

Completion Check

Check CDBG

24



Indicators of Accurate HCD

S3 Reporting

Commitment Date

Knowing where an activity falls within your specific
program area notices (e.g. CPD Notice 21-07 & 21-09)

“Activity” # “Section 3 Project”

System activity entries do not always line up with
the definition of a Section 3 Project

Labor Hour Anomalies

Total Labor Hours must be = S3 Worker LHs
must be = Targeted S3 Worker LHs

Activity Entry Process Updated

Processes updated to reflect new rule and notices
relating to S3 Project identification & LH reporting


Presenter Notes
Presentation Notes
Key things to know and look for to set yourself up for Section 3 reporting success….

Know the key dates as they relate to the new rule and your program areas:
New rule took effect November 1, 2020
Transition period from November 1, 2020 until July 1, 2021
IDIS went live with Section 3 reporting on April 2, 2021 with release v11.23.0
The release required every activity to select whether it was or was part of a Section 3 project regardless of the commitment date.
Commitment date is defined in the applicable program area notice (CPD Notices 21-07 and 21-09).
Know that an activity in the system (DRGR or IDIS) is not necessarily the same thing as a Section 3 project.  It can be, but does not necessarily always line up.
Example: An activity for less than $200,000 that is part of another HCD grant (such as lead, CPF, or other PJ) can still be identified as a Section 3 Project
IDIS does not currently have any safeguards in place to ensure proper selection, so it is up to the person who is entering the data to know.
Labor Hour Anomalies 
Total Labor Hours for a Section 3 Project include ALL the labor hours worked on the project, S3 Worker LHs include those worked by S3 Workers, and S3 Targeted Worker LHs are those who are in the defined Neighborhood of the project…..they are calculated independently.
Total Labor Hours must be ≥ S3 Worker LHs must be ≥ Targeted S3 Worker LHs 
Again, currently no “guardrails” in the system, must know what and how to report.  Currently seeing a lot of no entries, zero entries, or 1-1-1 entries for these labor hours.
Activity Entry Process updated to reflect these realities.  Under the old rule Section 3 reporting in Spears was annually.  This is different, metrics are entered for each activity despite the safe harbor/benchmarks being reported on by project, the information reported is then rolled up into the CAPER.  Which you are starting to see this year because many are reporting on the first full fiscal year after the transition period.



Section 3 Best
Practices




Preparation/Project Set-up

Enact Section 3 Policy that includes:
v Methods to capture contractor/subcontractor Qualitative Efforts
v Outreach methods and requirements to increase Small Business
participation by
0 Establishing equitable and accessible Small Business outreach lists for
minority and women owned businesses (8a businesses)
0 Breaking larger contracts into smaller scope of work to increase ability
of Small Businesses to meet capacity requirements
Planning Stage Section 3 Considerations:
v Streamline Section 3 certification process for subgrantees/contractors by
having readily available forms®
v Establish when and how data will be collected
v ldentify Section 3 pre-bid meeting information and any additional Section 3
training for subgrantees/contractors

* Additional Sample Section 3 Utilization and Funding Tracker Tools are available on HUD Clips as part of the HUD Form 4737 series
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https://www.hud.gov/program_offices/administration/hudclips/forms/hud4

Project Activity/Closeout

v Consolidating reporting from subgrantees/contractors that include:
o Labor Hours (Total Labor Hours, Section 3 Worker, Targeted Section
3 Worker)
o Section 3 Certifications (Business, Worker)
o Procurement/Contracting Records
o Qualitative Efforts undertaken
v Project Completion
0 Review results to see if safe harbor is met (Prioritization certification,
Benchmarks)
0 Actions taken by contractors to meet benchmarks - Qualitative
Efforts (job fairs, training opportunities, etc.)
o Feedback from contractors
v Adjust plan as necessary based on feedback
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Highlight Section 3 Opportunities
in your newsletters

RESIDEN
(\/] INTERFACE

Family Self-Sufficiency (FSS)
- PROGRAM

Integrate Section
3 certification into
Employment
programs such
as FSS and Jobs
Plus

JOBS

Hold informational meetings on Section 3 with
your community and residents (may request field
or regional support from HUD)

Develop local/regional Section 3 Plan and Shared
Business List and put it online

Section 3 Worker Certification

Would you like to apply for Section 3 preference in hiring? Click below for
the Section 3 Worker Certification form.

‘= Sectlon 3 Worker Certification PF.2M2)

Section 3 Business Certification

Are you a business seeking Section 3 preference? Fill out our form
below.

= Apply for Section 3 Preference 0% 779¢E)

Working with Federal Partners and
promoting federal/state incentives for
hiring low-income individuals

m 8(a) Certified

WORK OPPORTUNITY TAX CREDIT

Include Section 3 information in your contractor
briefings, indicating the advantages of hiring a
Section 3 worker and becoming a Section 3
business

Maintain a list of businesses that self-certify as
Section 3 for affirmative outreach when contracting
opportunities become available

Section 3 Plan

You also need to fill out a "Section 3 Plan” form. It certifies you are
committed to complying with the Section 3 act, Section 3 regulations,
and the City of Grand Rapids Section 3 Guidelines.

‘= Sectlon 3 Plan- Owner/Developer and Contractors P08 70%2

 Sectlon 3 Plan- Subcontractors P0%- 27068 |

Section 3 Business List

the City of Grand Rapids, click below.

Far a list of the Section 3 businesses that have submitted certification to
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These are just a few, it really comes down to how creative you are as an agency, but the more active you are and the more you promote the advantages of Section 3 the more workers and businesses will come forward.  We have found that many small businesses – especially small and disadvantaged businesses as identified by the SBA – actually qualify as a Section 3 business, they are just unaware.  Same is true for many of the workers at those businesses.

�Many of these resources are available on the HUD Exchange Section 3 Resource Hub which we will go over shortly, but first let’s talk about documentation requirements and the elephant in the room…. reporting.


Section 3
Resources




Section 3 Resource Links

Section 3 Final Rule

24 C.F.R. Part 75

Section 3 Benchmark Notice

Section 3 Program

Section 3 HUD Exchange

Section 3 Guidebook

Section 3 Frequently Asked Questions

HCD Neighborhood Service Area Tool

Sample Section 3 Certification Forms

(HUD-4736 Series)

HHGMS Section 3 Instructions
IDIS Section 3 Instructions
DRGR Section 3 Instructions

Sample Section 3 Utilization Forms

(HUD-4737 Series)

PIH Notice 2022-38/FPM-19-2022

PIH Notice 2022-10

RAD Section 3 Guidance

Bipartisan Infrastructure Act Preferences



https://www.govinfo.gov/content/pkg/FR-2020-09-29/pdf/2020-19185.pdf
https://www.ecfr.gov/current/title-24/subtitle-A/part-75
https://www.govinfo.gov/content/pkg/FR-2020-09-29/pdf/2020-19183.pdf
https://www.hud.gov/section3
https://www.hudexchange.info/programs/section-3/
https://www.hudexchange.info/programs/section-3/section-3-guidebook/welcome/
https://www.hud.gov/sites/documents/11SECFAQS.PDF
https://www.hud.gov/sites/dfiles/documents/hhgms_healthy_homes.pdf
https://www.hudexchange.info/trainings/courses/section-3-final-rule-for-home-and-htf-how-to-use-idis-for-reporting/
https://www.hudexchange.info/resource/6413/drgr-fact-sheet-drgr-guidance-on-reporting-section-3-labor-hours/
https://hud.maps.arcgis.com/apps/webappviewer/index.html?id=1d27b42dd64e4684ba74fe5bd00f9755
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4#group3
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4#group3
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4#group3
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4#group3
https://www.hud.gov/sites/dfiles/PIH/documents/2022-38pihn.pdf
https://www.hud.gov/sites/dfiles/PIH/documents/2022_10pihn_1.pdf
https://radresource.net/output.cfm?id=Sec3Guide
https://www.fhwa.dot.gov/construction/hiringpreferences/qanda060822/

m
Thank you!

Nathan Roush

Program Analyst
Office of Field Policy and Management
Nathan.A.Roush@hud.gov
Section3@hud.gov
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