Section 3: Job Training, Employment,
and Business Opportunities Related

to HUD Funding

By Ed Gramlich, Senior Advisor, NLIHC

Administering Agency: HUD's Office of Field
Policy and Management (FPM)

Year Started: 1968

Population Targeted: Public housing residents,
other low- and very low-income households

Funding: None

Summary

Section 3 is a federal obligation tied to a sig-
nificant portion of HUD funding. The Section 3
statute states that recipients of HUD housing
and community development funding must
provide, “to the greatest extent feasible,” job
training, employment, and contracting oppor-
tunities for low-income and very low-income
residents, “particularly those who are recipients
of government assistance for housing.”

Section 3 applies to all HUD funding for pub-
lic housing and Indian housing, such as the
public housing Operating Fund and Capital
Fund, Resident Opportunity and Self-Suffi-
ciency (ROSS) grants, Family Self-Sufficiency
(FSS) grants, and to a limited extent the Rental
Assistance Demonstration (RAD). Section 3 also
applies to other housing and community devel-
opment funding that entails construction-re-
lated activities, including HOME Investment
Partnerships, national Housing Trust Fund, and
Housing Opportunities for Persons with AIDS
(HOPWA), as well as certain activities assisted
with Community Development Block Grants
(CDBQG) (see “Section 3 Project” toward the end
of this article). Public housing agencies (PHASs)
and jurisdictions using those non-public housing
programs, such as HOME, are “recipients” of
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“Section 3-covered funds;” they must comply
with Section 3 and ensure that contractors and
subcontractors comply.

Administration

Historically, Section 3 regulations had been

at 24 CFR part 135 under the umbrella of the
Office of Fair Housing and Equal Opportunity
(FHEO). The final rule, published in the Fed-
eral Register on September 29, 2020: https://
www.govinfo.gov/content/pkg/FR-2020-09-29/
pdf/2020-19185.pdf, moved Section 3 regula-
tions from part 135 to a new 24 CFR part 75:
https://bit.ly/4cMgmiZ under the Office of the
HUD Secretary. Monitoring and enforcement
of Section 3 is removed from FHEO and trans-
ferred to the relevant HUD program offices.

The relevant program offices are those that pro-
vide the funds that trigger the Section 3 obli-
gation, such as the Office of Public and Indian
Housing (PIH), the Office of Community Plan-
ning and Development (CPD), and the Office of
Recapitalization (ReCap) for Rental Assistance
Demonstration (RAD) demolition, rehabilitation,
or new construction. This is a problem because
Section 3 monitoring and enforcement should
be carried out by HUD staff who are indepen-
dent of the HUD program offices since program
staff (at PIH, CPD, and ReCap) are too close to
the PHAs, jurisdictions, and the development
projects funded by their programs. A separate
Federal Register notice on October 5, 2020
announced: https://bit.ly/4jOUOGO a separate
HUD office to manage Section 3 evaluation and
reporting: the Office of Field Policy and Man-
agement (FPM): https://bit.ly/41JOYgf.



https://www.govinfo.gov/content/pkg/FR-2020-09-29/pdf/2020-19185.pdf
https://www.govinfo.gov/content/pkg/CFR-2021-title24-vol1/pdf/CFR-2021-title24-vol1-part75.pdf
https://bit.ly/4cMqmiZ
https://www.govinfo.gov/content/pkg/FR-2020-10-05/pdf/2020-22001.pdf
https://bit.ly/4jOU0GO
https://www.hud.gov/program_offices/field_policy_mgt
https://www.hud.gov/program_offices/field_policy_mgt
https://bit.ly/4lJOYgf

History

The Section 3 obligation was created as part of
the "Housing and Urban Development Act of
1968.” The Section 3 statute has been amended
four times; each time the amendments primarily
sought to expand the reach of Section 3 and
to better benefit low-income households. After
statutory amendments in 1992, revised regula-
tions were proposed. Ultimately an interim set
of regulations was published on June 30, 1994
and remained in effect until a final regulation
was issued on September 29, 2020.

The Section 3 obligation is too often ignored

or given token treatment by the recipients of
HUD funds and not enforced by HUD; therefore,
Section 3's potential benefits for low-income and
very low-income people and for qualified busi-
nesses is not fully realized. At the beginning of
the Obama Administration in 2009, both law-
makers and HUD officials expressed interest in
strengthening the program. Proposed improve-
ments to the 1994 interim Section 3 regulations
were published on March 27, 2015, but a final
rule was not sent to the Office of Information
and Regulatory Affairs (OIRA) at the Office of
Management and Budget (OMB) as the Obama
Administration ended. On May 9, 2018, HUD's
spring Regulatory Agenda under the first Trump

Administration removed the 2015 proposed rule.

The new HUD Secretary, Ben Carson, had pub-
licly expressed support for Section 3. On April
4, 2019 HUD published a proposed rule; a final
rule: https://bit.ly/42r4JkP was published Sep-
tember 29, 2020 and became effective Novem-
ber 30, 2020.

HUD Eliminates Section 3
Complaint Process

The final rule eliminates any Section 3-specific
complaint process. Instead, complaints may be
reported to the relevant HUD program office or
to the local HUD field office. The relevant pro-
gram offices are those that provide the funds

that trigger the Section 3 obligation, such as
CPD for HOME or CDBG funds or PIH for public
housing. There is a potential for program office
staff to be uncritical of a development project’s
compliance with Section 3 because there can be
a tendency to want a project to be completed
quickly as an indication of success for a funding
program; complying with the Section 3 obliga-
tion might take extra time and effort. The pre-
amble to the rule causes confusion by stating
that the Office of Field Policy and Management
(FPM) will filter complaints to the appropriate
HUD program office, instead of every HUD
program office having its own complaint pro-
cess. To date there is no additional guidance
for residents wishing to register a complaint.
There are only two references about complaints.
One is on the very last page of a Frequently
Asked Questions: https://bit.ly/44F7z7b docu-
ment. The other is 2021 FAQ ID 3832: https://
bit.ly/4iGKV2y, a found under Section 3 FAQs:
https://www.hudexchange.info/section-3/fags/
very far down a long set of links on the HUD
Exchange website. Neither is at all helpful.

The 1994 regulation had an entire section about
complaints and compliance, including a section
with details explaining how residents could sub-
mit complaints to FHEO. Other HUD program
areas such as public housing, HOME, CDBG, and
RAD do not have detailed provisions for resi-
dents to register a PHA's or jurisdiction’s failure to
meet a program requirement like Section 3.

Switch to “Labor Hours Worked”
from “New Hires”

The 1994 interim rule required PHAs and juris-
dictions to have goals of 30% of “new hires” at
projects be so-called Section 3 residents. How-
ever, advocates had long observed that some
contractors would hire Section 3 residents for a
short time so that they would “count” toward
the 30% goal but lay them off in short order.
Or, a Section 3 resident would only be given 20
hours or less of work per week. Some contrac-
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tors would shift some of their existing workforce
to a Section 3 project so that the contractor
could claim that they did not need to hire any-
one new for the Section 3 project.

The final rule follows advocates’ recommen-
dations: PHAs and jurisdictions had to switch
their employment opportunities compliance
and reporting from “new hires” to “labor hours
worked” by “Section 3 workers.”

However, Small PHAs, those with fewer than
250 public housing units, are not required to
report the number of labor hours worked by
Section 3 workers (Note: The Section 3 defini-
tion of “Small PHA" differs from that of the PHA
Plan definition.) Instead, they have the option
to report “qualitative efforts,” such as holding
job fairs, referring residents to services sup-
porting work readiness, and outreach efforts to
generate job applicants. “Qualitative efforts”
are discussed later in the “Reporting” section of
this article.

Section 3 Worker

The final rule introduced a new term, “Section 3
worker,” which is someone who currently fits or
when hired within the past five years fit at least

one of the following criteria:

i. The worker's income for the previous or annu-
alized calendar year is less than the income
limit set by HUD for the program triggering
Section 3 (for example 80% of the area median
income, AMI, for CDBG and HOME); or,

ii. The worker is employed by a “Section 3 busi-
ness” (explained later); or

iii. The worker is a YouthBuild participant.

(YouthBuild: https://www.dol.gov/agencies/
eta/youth/youthbuild programs receive assis-
tance under the “Workforce Innovation and
Opportunity Act” and are administered by
the U.S. Department of Labor).

HUD explains that the addition of “or when
hired within the past five years” is intended to
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encourage an employer to keep someone who
met the eligibility requirement to be a Section 3
worker before the employer received HUD fund-
ing that triggers Section 3.

The definition of Section 3 worker states that
someone’s status as a Section 3 worker shall not
be negatively affected if they have had a prior
arrest or conviction. In addition, the rule clearly
states that an employer is not required to hire
someone just because they meet the definition
of a Section 3 worker, and the Section 3 worker
must be qualified for the job.

NLIHC comment: Retention is good, but does
a five-year look-back period unduly reward a
business that hired a low-income person at low
wages five years ago and still pays low wages?
HUD assumes that a person’s income grows
over five years, but is that a realistic assumption
and is that too long to look back?

NLIHC comment: The definition is not written

to clearly state that a low-income person hired
today could still be counted for five years going
forward, but the preamble to the final rule shows
that HUD intends a business to also have a
five-year forward option. The rule’s section on
“Recordkeeping” makes it clear that a business
can look forward or backward five years.

NLIHC comment: Option ii, a worker
“employed by a Section 3 business,” (discussed
next) is a circular definition, it is not meaningful
because one option in the definition of a “Sec-
tion 3 business” (option ii) uses the definition
of Section 3 worker. HUD apparently agrees
because since the fall of 2023 it has had on its
Regulatory Agenda at the Office of Information
and Regulatory Affairs (OIRA) a statement indi-
cating it intends to correct the final rule, rec-
ognizing the circular nature of the current rule.
However, a specific correction is not discussed.
As of the date this Advocates’ Guide went to
press, a formal correction has not been posted
at OIRA.


https://www.dol.gov/agencies/eta/youth/youthbuild
https://www.dol.gov/agencies/eta/youth/youthbuild
https://www.dol.gov/agencies/eta/youth/youthbuild

Section 3 Business

Section 3 is not just about employment and
training opportunities — there is also an obliga-
tion to make "“best efforts” to give preference
in awarding contracts to businesses owned and
controlled by low-income people, or to busi-
nesses that hire a substantial number of low-in-
come people.

A “Section 3 Business” is one that meets one of
the following criteria documented within the last
six-month period:

i. Is abusiness at least 51% owned and con-
trolled by low- or very low-income persons;

i. Is a business at which more than 75% of the
labor hours performed for the business over
the prior three-month period were performed
by Section 3 workers; or

iii. Is a business at least 51% owned and con-
trolled by current public housing residents
or residents who currently live in Section
8-assisted housing.

The final rule states that the status of a Section
3 business shall not be negatively affected by

a prior arrest or conviction of the owners or
employees. In addition, the rule clearly states
that there is no requirement to contract or
subcontract with a Section 3 business, and any
Section 3 business must meet the specifications
of a contract.

NLIHC comment: Option ii depends on labor
hours worked by “Section 3 workers,” but as
NLIHC indicated above, the definition of a
“Section 3 worker” (option ii) can be a worker
who is employed by a Section 3 business — a
circular definition, rendering it meaningless.
HUD apparently agrees because it intended to
correct the final rule.

NATIONAL LOW INCOME HOUSING COALITION |

Section 3 Employment Priorities

The final rule reflects the statute’s requirements
for giving priority to certain categories of Sec-
tion 3 workers.

PHAS

PHAs and their contractors and subcontractors
must make “best efforts” to provide employ-
ment and training opportunities to Section 3
workers in the following order of priority:

i. Residents of the public housing project
funded with public housing money;

ii. Residents of a PHA's other public housing
projects, or residents with Section 8 vouchers
or Section 8 project-based rental assistance at
privately owned multifamily properties;

iii. YouthBuild participants; and

iv. People in the metro area (or non-metro
county) with income less than 80% of the
area median income (AMI).

JURISDICTIONS

The final rule states that jurisdictions and their
contractors and subcontractors must, “to the
greatest extent feasible,” ensure that employ-
ment and training opportunities “arising in con-
nection with” Section 3 projects are provided to
Section 3 workers who live in the metro area (or
non-metro county).

The final rule adds that “where feasible,” jurisdic-
tions “should” give priority to providing employ-
ment and training opportunities to Section 3
workers who live in a project’s “service area or
neighborhood” and to YouthBuild participants.
HUD defines the “service area or neighborhood”
of a project as an area within one mile of the
Section 3 project. If there are fewer than 5,000
people within one mile, then the service area is
within a circle centered on the Section 3 project

that includes at least 5,000 people.



While the final rule repeats the language in the
statute, it strays from the old rule’s priorities,
which gave first priority to residents of the ser-
vice area or neighborhood of a project, second
priority to YouthBuild participants, third priority
to homeless people, and only as a last priority
other Section 3 residents in the metro area or
non-metro county.

Section 3 Contracting Priorities

PHAS

PHAs and their contractors and subcontractors
must make “best efforts” to award contracts
and subcontracts to businesses that provide
economic opportunities to Section 3 workers in
the following order of priority:

i. Section 3 businesses that provide economic
opportunity for residents of the public hous-
ing project funded with public housing
money;

ii. Section 3 businesses that provide eco-
nomic opportunity for residents of the PHA's
other public housing projects, or residents
assisted with Section 8 vouchers or Section
8 project-based rental assistance at privately
owned multifamily properties;

iii. YouthBuild participants; and
iv. Section 3 businesses that provide economic

opportunity to low-income people living in
the metro area (or non-metro county).

JURISDICTIONS

Jurisdictions and their contractors and subcon-
tractors must, “to the greatest extent feasible,”
ensure that contracts for work awarded “in con-
nection with” Section 3 projects are provided
to Section 3 businesses that provide economic
opportunities to Section 3 workers in the metro
area (or non-metro county).

Where “feasible” jurisdictions “should” give
priority to:
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i. Section 3 businesses that provide economic
opportunities to Section 3 workers living in
the service area or neighborhood of the proj-
ect, and

ii. YouthBuild participants.

HUD defines the “service area or neighbor-
hood” of a project as an area within one mile
of the Section 3 project. If there are fewer than
5,000 people within one mile, then the service
area is within a circle centered on the Section 3
project that includes at least 5,000 people.

Targeted Section 3 Worker

This is a new idea HUD intends as an incentive
to PHAs and jurisdictions to focus on reaching
workers given priority in the statute and work-
ers at Section 3 businesses. Targeted Section 3
workers are a subset of all Section 3 workers.

PHAS

A Targeted Section 3 Worker for PHAs is:

1. A Section 3 worker employed by a Section 3
business; or,

2. A Section 3 worker who currently fits or when
hired fit at least one of the following catego-
ries, as documented within the past five years:

i. Aresident of any of the PHA's public hous-
ing or any resident assisted by Section 8,
whether with a voucher or project-based
rental assistance;

ii. A resident of other public housing projects
or Section 8-assisted housing managed
by the PHA that is using public housing
assistance; or

iii. A YouthBuild participant.

The five-year look-back is HUD's intent to
encourage long-term employment.

NLIHC comment: A worker employed by a Sec-
tion 3 business might be an acceptable but not
entirely accurate substitute for an actual low-in-
come person when defining “Section 3 worker”



(someone employed at a Section 3 business

is merely assumed to be low income — docu-
mentation is not needed). However, it is not
acceptable for the definition of “Targeted Sec-
tion 3 worker” when that definition is “a worker
employed by a Section 3 business concern.”
Repeating a “worker employed by a Section 3
business” as one option in the definition of a
“Targeted Section 3 worker” dilutes HUD's tar-
geting idea for benchmarking (see next section).

JURISDICTIONS

A Targeted Section 3 worker for jurisdictions is:

1. A Section 3 worker employed by a Section 3
business; or

2. A Section 3 worker who currently fits or
when hired fit at least one of the following
categories, as documented within the past
five years:

i. Living in the service area or neighborhood
of a project; or,

ii. A YouthBuild participant.

The problems are the same as those regarding
PHAs (explained above), compounded by the
geographic limitations of the rule’s definition
of service area, which HUD defines as an area
within one mile of the Section 3 project. If there
are fewer than 5,000 people within one mile,
then the service area is within a circle centered
on the Section 3 project that includes at least
5,000 people. Just because someone lives in
the service area or neighborhood does not
mean that they are low-income.

Section 3 Benchmarks

The final rule establishes Section 3 “bench-
marks” to replace the old rule’s “goals.”

The benchmarks will be used to monitor a PHA's
and a jurisdiction’s accomplishments toward
directing job opportunities to Section 3 workers
and the new subcategory of Section 3 worker
called “Targeted Section 3 worker.” The bench-
marks are the same for PHAs and jurisdictions:

1. Section 3 workers make up 25% of the total
number of labor hours worked by all work-
ers; and

2. Targeted Section 3 workers make up 5% of
the total number of labor hours worked by
all workers

(the 5% of Targeted Section 3 workers is
included as part of the overall 25% threshold).

NLIHC and other advocates commented that
the benchmark of 5% for Targeted Section

3 workers was far too low; at least 15% was
recommended. A separate Federal Register
notice: https://bit.ly/4jOZFwt on September
29, 2020 stated that FPM will review bench-
marks every three years and adjust if appropri-
ate. On October 5, 2023, a new Federal Reg-
ister notice: https://bit.ly/4[LWpél| announced
that FPM would not update the benchmark
because FPM could not obtain sufficient

labor hour data to support changing the 2020
benchmark. The notice stated that another
notice regarding an update to the Section 3
benchmark would be made no later than three
years from October 5, 2023.

Safe Harbor

If a PHA or jurisdiction certifies (pledges) that

it has met the priorities for job and contract
opportunities and has met the jobs benchmark,
then HUD presumes the PHA or jurisdiction is
complying with Section 3 — unless residents or
advocates tell HUD about evidence that contra-
dicts the PHA or jurisdiction. HUD calls this the
“safe harbor.” At this stage, a PHA or jurisdiction
would not have to continue reporting any addi-
tional Section 3 employment or contracting activ-
ities. If a PHA or jurisdiction cannot certify that it
has met the job and contract priorities and jobs
benchmark, then it will have to send “qualitative
efforts” reports to HUD describing those efforts
(discussed in “Reporting” next). Residents and
advocates should monitor and report to HUD any
evidence that contradicts a PHA's or jurisdiction’s
certifications or qualitative efforts.
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Reporting

The reporting requirements are the same for
PHAs and jurisdictions, requiring them to report
to HUD each year their benchmark data:

e Total number of labor hours worked;

e Total number of labor hours worked by Sec-
tion 3 workers; and,

e Total number of labor hours worked by Tar-
geted Section 3 workers.

This includes labor hours worked by contractors
and subcontractors.

Section 3 workers’ and Targeted Section 3 work-
ers’ labor hours may be counted for five years
from when their status as a Section 3 worker or
Targeted Section 3 worker is established fol-
lowing the “recordkeeping” section of the rule.
HUD states that this five-year period is there to
“ensure that workers meet the definition of a
Section 3 worker or Targeted Section 3 worker at
the time of hire or the first reporting period...”
This means a PHA or jurisdiction can count back
five years or count forward for five years.

The final rule does not require professional
services to be included in the benchmark. Pro-
fessional services are defined as non-construc-
tion services that require an advanced degree
or professional licensing such as legal services,
financial consulting, accounting, environmental
assessments, and architectural and engineering
services. PHAs and jurisdictions may include
labor hours worked by people in professional
services when counting Section 3 workers and
Targeted Section 3 workers for their benchmark,
without including them in the total number of
hours worked. This could increase a PHA's or
jurisdiction’s benchmark number.

If a contractor or subcontractor does not track
labor hours, a PHA or jurisdiction “may” accept
the contractor’s or subcontractor’s “good faith
assessment” of the labor hours of full-time or

part-time employees.
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If the benchmark is not met, a PHA or juris-
diction will be required to use a HUD form to
report on the “qualitative” nature of its activities
or the activities of contractors and subcontrac-
tors. Small PHAs may choose to only report
their qualitative efforts. The final rule lists 14
examples of possible qualitative efforts, such as
conducting outreach activities to generate job
applicants, holding job fairs, connecting people
with entities that help draft resumes and pre-
pare for job interviews, referring people to job
placement services, and reaching out to identify
bids from Section 3 businesses.

PIH issued Notice PIH 2022-38/FPM-19-2022:
https://bit.ly/42utE7c on December 20, 2022,
informing PHAs that they were not required to
report on Section 3 labor hours or other Sec-
tion 3 compliance efforts until further notice.
The reason is that PIH had not developed an
online reporting system to replace the previ-
ous system, SPEARS. In the meantime, PHAs
are instructed to retain on-site records of their
Section 3 activities and records demonstrating
Section 3 compliance. As of the date this Advo-
cates’ Guide went to press, a new reporting
system had not been announced.

Section 3 Project

The final rule defines a “Section 3 project” as
one that is not funded with public housing Cap-
ital and Operating Funds but instead receives at
least $200,000 in funds from other HUD pro-
grams, such as HOME and CDBG, for housing
rehabilitation or new housing construction or for
other public construction projects (such as road
repair). The per-project threshold is $100,000
for various Lead Hazard and Healthy Homes
programs. NLIHC has long raised concerns
about the old rule’s $100,000 per project thresh-
old (for non-lead projects); the new rule makes
things even worse by going up to $200,000.

A "project” is defined as “the site or sites
together with any buildings and improvements
located on the site(s) that are under common


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

ownership, management, and financing.” With
this definition of “project” and a $200,000

per project threshold, many contractors would
not have to comply with Section 3. Contrac-
tors awarded significant amounts of Section

3 covered funds in a single year to spend, all
together, on a number of small, discreet activi-
ties (such as homeowner housing rehabilitation)
would not have to hire Section 3 workers or
subcontract with Section 3 businesses because
each component activity costs less than
$200,000. For example, if a contractor receives
$1 million in CDBG funds to rehabilitate seven
single-family homes and the contractor spends
$130,000 per home, that contractor would not
have to comply with Section 3 because each
home is considered a single project and not
one of the seven rehabs had a contract for more
than $200,000.

Rental Assistance Demonstration
(RAD)

The Notices that govern the Rental Assistance
Demonstration (RAD) program limit Section 3
to the construction- or rehabilitation-related
activities identified in the RAD Financing Plan
and RAD Conversion Commitment. The public
housing related provisions of the Section 3 rule
no longer apply after a RAD project is “closed,”
when the property converts from “public hous-
ing” to either Project-Based Vouchers (PBVs) or
to Project-Based Rental Assistance (PBRA). How-
ever, the Section 3 rules that apply to “housing
and community development” projects do
apply to the rehabilitation or new construction
that takes place after a RAD closing — except in
the case of RAD, first priority for employment
and contracting must be given to residents of
public housing or Section 8 assistance.

After the conversion, the Section 3 public hous-
ing rule no longer applies (unless additional fed-
eral financial assistance is later used for rehabil-
itation). NLIHC has long urged HUD to extend
Section 3 obligations post RAD conversion

because application of Section 3 public housing
obligations that apply to permanent PHA staff
can greatly shrink if a significant portion of the
public housing portfolio is converted — or can
be totally lost if an entire portfolio is converted.
The formerly permanent PHA staff can include
maintenance workers, those who prepare units
at turnover, or central office staff — a potential
pool for Section 3 training and employment.

The public housing portion of the Section 3
statute that applies to the operating assis-
tance provided by the public housing program
does not extend to public housing converted
to Project-Based Rental Assistance. PHAs will
continue, however, to “manage” or have a
controlling interest in public housing converted
to Project-Based Vouchers (PBVs). Therefore,
NLIHC has urged that the RAD Notice be mod-
ified to state that Section 3 will still apply to the
permanent staff slots of the entities owning or
managing a development converted to PBVs.
This would extend some Section 3 training

and employment opportunities post-conver-
sion, rather than reduce or eliminate them.
Without such a change in the RAD Notice,
economic opportunities shrink for residents of
RAD-converted properties because only new
construction or rehabilitation funded by other
HUD programs will trigger Section 3 after

RAD conversion; as with public housing, Sec-
tion 3 obligations should continue to apply to
non-professional services staff involved in proj-
ect operations.

Multiple Funding Sources

When a project is funded with public housing
funds and also meets the “Section 3 project”
criteria (receiving additional HUD funds such

as CDBQG), the project must follow the public
housing Section 3 requirements for the public
housing portion of the funds and may follow the
public housing Section 3 requirements or the
Section 3 project requirements for the com-
munity development funds. When a Section 3
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project receives housing and community devel-
opment funds from two different HUD programs
(for example CDBG and HOME), HUD will tell
the jurisdiction which HUD program office to
report to. This Advocates’ Guide does not sum-
marize this section of the final rule.

Funding

There is no independent funding for Section 3.

Forecast for 2025

HUD's Spring 2024 Regulatory Agenda indicates
an intent to amend the final Section 3 rule to
clarify the definition of “Section 3 business;”
HUD recognizes that the definition “creates a
circular definition by using the term “Section 3
worker.”” HUD could issue a final rule replacing
the circular definition with the statutory require-
ment that workers be low-income or very low-in-
come workers.

NLIHC recommended that the Biden Admin-
istration review the Section 3 proposed rule
published by the Obama Administration,
identify acceptable provisions of the final rule,
meet with advocates and residents, and issue a
revised Section 3 rule. It is highly unlikely that
HUD will revisit the final Section 3 rule under
the second Trump Administration.

Tips for Local Success

The successes of Section 3 are almost exclu-
sively attributed to oversight, monitoring, and
advocacy by local advocates and community
groups, as well as some local staff of recipient
agencies implementing Section 3.

Advocates should contact resident organizations,
local unions, minority and women-owned busi-
nesses, community development corporations,
and employment and training organizations to
discuss how they and their members or clients
can use the Section 3 preferences to increase
employment and contracting opportunities for
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the targeted low-income and very low-income
individuals and Section 3 businesses.

In addition, advocates should meet with PHAs
and other local recipients of housing and com-
munity development dollars (generally cities
and counties) to discuss whether they are meet-
ing their Section 3 obligations with respect to
public housing funds or the HOME, CDBG, and
RAD programs. Advocates should create or
improve upon a local plan to fully implement
Section 3 (a sample Section 3 plan is on the
Section 3 page of HUD Exchange: https://bit.
ly/4iL17Q)j). Advocates should seek information
about the number of labor hours worked by
low-income and very low-income individuals

in accordance with Section 3, as well as the
number of contracts made with Section 3 busi-
nesses. Compliance with Section 3 should be
addressed in the annual PHA Plan process or
the Annual Action Plan updates to the Consoli-
dated Plan process.

If compliance is a problem, urge HUD to mon-
itor and conduct a compliance review of the
non-complying recipients of federal dollars

for public housing or housing and commu-
nity development. Low-income people and
businesses with a complaint about recipients
of HUD funds or their contractors’ failure to
comply with their Section 3 obligations should
consider filing an official complaint with HUD.
Raise complaints to both the Office Field Policy
and Management'’s Section 3 Point of Contact
staff: https://bit.ly/3GnNfqu, as well as the
Field Office overseeing the program area (such
as PIH, CPD, or ReCap) where there is a lack
of compliance. Unfortunately, there is no spe-
cific email address, phone number, or person
identified for any of these offices responsible
for Section 3 compliance. PIH Field Offices are
here: https://www.hud.gov/program_offices/
public_indian_housing/about/field_office, CPD
Field Offices (and Headquarters staff) are here:
https://www.hud.gov/program_offices/comm_
planning/staff, and the ReCap staff directory is
here: https://www.hud.gov/program_offices/
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housing/office_recapitalization_staff_directory
(advocates should consider focusing on ReCap’s
Resident Engagement and Protections branch).

For More Information

NLIHC has both a detailed Summary and Anal-
ysis of the final Section 3 rule and a shorter
outline summarizing the final Section 3 rule on
NLIHC's Public Housing webpage at: https://
nlihc.org/explore-issues/housing-programs/
public-housing.

The HUD Exchange page for Section 3 is at
https://bit.ly/31VILcX. This page also contains:

* A set of online FAQs with some FAQs dated
June 2022 at: https://www.hudexchange.
info/section-3/fags.

¢ An online Section 3 Guidebook and related
tools at: https://www.hudexchange.info/
programs/section-3/section-3-guidebook/
welcome.

e Afinal rule training at: https://www.hud
exchange.info/trainings/section-3-final-

rule-training.

The Code of Federal Regulations version of the
final Section 3 rule is at: https://www.govinfo.
gov/content/pkg/CFR-2024-title24-vol1/pdf/
CFR-2024-title24-vol1-part75.pdf.

The eCFR version of the final Section 3 rule

is at: https://www.ecfr.gov/current/title-24/
subtitle-A/part-75?toc=1 (this version can
sometimes be more up-to-date, but not " offi-
cial” in a legal sense) http://1.usa.gov/YJPOIi.

The September 29, 2020 Federal Register ver-
sion of the final Section 3 rule is at: https://bit.

ly/42r4 JkP.
An easier to read version of the final rule

is at: https://nlihc.org/sites/default/files/
Advanced_2020-19185-1.pdf.

The initial benchmark Federal Register notice
is at: https://nlihc.org/sites/default/files/FR_
Benchmark _2020-192183.pdf.

An easier to read version of the initial bench-
mark notice is at: https://nlihc.org/sites/default/
files/Advance_Benchmark_2020-19183.pdf.

HUD published five guidance documents
regarding implementing the new Section 3 rule
for various programs:

* Notice PIH 2022-10 pertains to public
housing.

¢ Notice PIH 2022-38/FPM 19-2022 pertains to
public housing

* Notice CPD-21-07 pertains to HOME and the
national Housing Trust Fund.

* Notice CPD-21-09 pertains to CDBG.

* ReCap posted a two-page document pertain-
ing to RAD.

The Office of Field Policy and Management
Section 3 Contact staff are at: https://bit.ly/3

GnNfgu.

The PIH list of Field Offices is at: https://www.
hud.gov/program_offices/public_indian_hous-
ing/about/field_office.

The CPD list of Field Offices (and Headquar-
ters staff) is at: https://www.hud.gov/program_
offices/comm_planning/staff.

ReCap’s staff directory is at: https://www.hud.
gov/program_offices/housing/office_recapital-
ization_staff directory (advocates should con-
sider focusing on the Resident Engagement and
Protections branch).
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