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Day 1 March 151" 10.00AM- 12:00PM

« Module 1. Understanding Section 3 Basics

e Questions and Answers

Day 2 March 16t 10.00AM- 12:00 AM

Module 2: Plan and Implement
AGENDA | « Module 3: Program Oversight
 Module 4: Report and Evaluate

e Questions and Answers
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Staff responsible for implementing Section 3 will
be able to define the requirements of the
Section 3 Final Rule and actions required to

Implement the rule.

» Introduce the purpose of Section 3.
« Detall the Section 3 Final Rule and the key changes.

By the end of this course, participants will be
COURSE able to:

OBJECTIVE « |dentify administrative and implementation requirements as a
result of the Section 3 Final Rule,

« Describe new Section 3 reporting required elements,

« Effectively apply the Section 3 Final Rule to real-world

scenarios.
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By the end of this module, you will be able
to answer the following questions:

« \What is Section 3?
« What is the history of Section 37

Module 1 « What are the covered programs and covered economic

. . . opportunities?
Learning Objectives

« What is the purpose of the Final Rule?
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History of Section 3

Housing and Urban Development Act of
1068 was enacted with the objective of
providing employment opportunities for
lower iIncome persons in connection with
projects involving housing construction
and rehabilitation.
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Report of the National Advisory Commission on Civil Disorders or “Kerner Report” was issued February 29,1968.

159 race riots erupted across the United States in the summer of 1967.
Kerner Commission was established by President Lyndon B. Johnson to investigate the causes of and to provide recommendations for the future.
Kerner Commission issued a report to address civil unrest: the report found that some of the causative factors that were identified included inadequate housing, high unemployment, inferior schools and wealth inequality- the majority still exist today.
Housing and Urban Development Act of 1968 was enacted with the objective of providing employment opportunities for lower income persons in connection with projects involving housing construction and rehabilitation. 



New Section 3 Rule Timeline
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New Section 3 Rule Timeline - Continued

OMB revie Published Effective Date Com liance on
(Sl FlnaﬁQﬁ Pgulatlon
eglns
September 29,

March-August 2020 November 30, 2020 July 1, 2021

2020

TEXAS GENERAL LAND OFFICE COMMUNITY DEVELOPMENT AND REVITALIZATION




Purpose of Section 3

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

Section 3 of the Housing and Community
Development Act of 1068
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Section 3 is a provision of the Housing and Urban Development Act of 1968. The purpose of Section 3 is to ensure that employment and other economic opportunities generated by certain HUD financial assistance shall, to the greatest extent feasible, and consistent with existing Federal, State, and local laws and regulations, be directed to low- and very low-income persons, particularly those who are recipients of government assistance for housing, and to business concerns which provide economic opportunities to low- and very low-income persons

Each year HUD invests billions of federal dollars into distressed communities across the country for projects that build and rehabilitate housing, improve infrastructure, and help families to achieve stability and advancement. One way HUD achieves these objectives is through the promotion and administration of Section 3. �
In sum, the purpose of Section 3 is to keep HUD dollars local and help foster local economic development, neighborhood economic improvement, and individual self-sufficiency. 


Who is Impacted by Section 3

» Local Governments

» Builders

» Nonprofits

» Public Housing Authorities
» Private Agencies

» Developers

» Community Housing Development
Organizations
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These opportunities that are generated by Federal financial assistance…

A whole host of entities will be required to adhere to Section 3 requirements…they may include: HUD recipients, subrecipients, contractors, and/or subcontractors ranging from Local governments, builders, nonprofits…

There will be thresholds. A threshold is basically the minimum dollar amounts that trigger Section 3 requirements



Final Rule seeks to improve effectiveness in several ways..

PROMOTES SUSTAINED FOCUSES REPORTING ALIGNS REPORTING
EMPLOYMENT AND ON KEY OUTCOME WITH STANDARD
CAREER METRICS BUSINESS PRACTICES
DEVELOPMENT

PROVIDES PROGRAM CLARIFIES
SPECIFIC OVERSIGHT OBLIGATIONS
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Final Rule Timeline: Legacy Projects

Legacy Projects: Contracts executed or projects for which assistance or funds were committed prior to
November 30, 2020.

Requirement:
 Adhere to the old rule (24 CFR Part 135).

* Expected to maintain records but will no longer be required to report Section 3 compliance to HUD in
Performance Evaluation and Registration System (SPEARS).
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Final Rule Timeline: Transition Period

Transition Period: Projects for which assistance or funds are committed between November 30, 2020 and
July 1, 2021,

Requirement;
« Adhere to the final rule (24 CFR Part 75).

» Expected to maintain records but will no longer be required to report Section 3 compliance to HUD in
Performance Evaluation and Registration System (SPEARS).

Additional Clarification (CPD Notice 21-09):

« Office of Block Grant Assistance-Funded Projects: Report in  Integrated Disbursement and Information
System (IDIS) or Disaster Recovery Grant Reporting (DRGR) for open activities starting July 1, 2021.
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This section will introduce the following:

Defining
Section 3 » Definitions
& « Applicability & Thresholds
Applicability

« Safe Harbor Provisions & Benchmarks
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Thank you XXX.

Let’s now get to know each other a bit better, review how this training is going to work, and what you can expect.


Covered Programs
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Defining a Section 3 Project

Site or sites together with any
building(s) and improvements located
on the site(s) that are under common
ownership, management, and financing.

Section 3 applies to..

« an entire Section 3 project regardless of
whether the project is fully or partially
assisted under HUD programs that provide
housing and community development
financial assistance.

 all public housing financial assistance funds,
regardless of the amount of assistance from
HUD.
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A Section 3 Project is a site or sites combined with any building or buildings and improvements located on the site or sites that are: under common ownership, management, and financing.

Section 3 applies to projects that are fully or partially funded with HUD financial assistance. 

Section 3 applies to all public housing financial assistance funds, regardless of the amount.

Projects that include state, local, private matching or leveraged funds that are combined with HUD funds are covered by Section 3 if the amount of HUD funding for the project exceeds the regulatory thresholds.

We will review the thresholds later in this module.



Housing & Community Development Financial Assistance

Threshold

« Threshold is met if the total amount of Housing and
Community Development (HCD) Assistance
exceeds $200,000.

Applicability

Housing Rehabilitation
Housing Construction
Other Public construction.,

- ~ TIP: for HCD assistance, applicability is determined at the project-level.

=
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APPLICABILITY
For HCD financial assistance, Section 3 applies to 
Housing rehab 
Housing construction
Other public construction projects

Things to note:
Note: Demolition projects are covered by the requirements of Section 3
Note: Other public construction includes infrastructure work, such as extending water and sewage lines, sidewalk repairs, site preparation, and installing conduits for utility services. 

THRESHOLD
For HCD assistance, Section 3 requirements apply if a project exceeds $200,000 of housing and community development financial assistance from one or more HUD programs.

Keep in mind that the applicable projects for HCD assistance, includes housing rehab, housing construction, and other public construction (that exceed $200,000).

As you can see, for HCD financial assistance, applicability is determined at the project-level.


Lead Threshold

Threshold is met if amount of Office of Lead Hazard Control and
Healthy Homes assistance exceeds $100,000.
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For Lead, the threshold is met if amount of Office of Lead Hazard Control and Healthy Homes assistance exceeds $100,000. 

Neither HUD PH financial assistance nor HUD HCD financial assistance is included in calculating whether the Lead assistance exceeds the $100,000 threshold. 

AND, the Office of Lead Hazard Control and Healthy Homes assistance is not included in calculating whether the assistance for other HCD assistance exceeds the $200,000 threshold.


Section 3 does not apply to..

=
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Material Supply Contracts.

Indian and Tribal Preferences.

recipients are encouraged to consider ways to support the purpose of
Section 3.

b 4
- _ Tip: For other HUD or federal assistance that is not subject to Section 3,
b Y
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Section 3 requirements do not apply to:

Material Supply Contracts - § 75.3(b) – these are your contracts that do not require any labor
For example, a contract for office or janitorial supplies would not be covered by Section 3, Section 3 would be encouraged but not required
However, a contract to replace windows that includes the removal of existing windows and the installation of new windows would be covered due to the involvement of labor. �
Indian and Tribal Preferences - § 75.3(c)
Contracts, subcontracts, grants, or subgrants subject to Section 7(b) of the Indian Self-Determination and Education Assistance Act (25 U.S.C. 5307(b)) or subject to tribal preference requirements as authorized under 101(k) of the Native American Housing Assistance and Self-Determination Act (25 U.S.C. 4111(k)) must provide preferences in employment, training, and business opportunities to Indians and Indian organizations, and are therefore not subject to Section 3 requirements.

For other HUD assistance and other Federal assistance (as noted in §75.3 (d)) – for other HUD or federal assistance not subject to Section 3, recipients are encouraged consider opportunities for supporting the purpose of Section 3


Include: Section 8 project-based voucher or project-based rental assistance housing assistance payment contracts, are not covered by the statute, including properties converted through the Rental Assistance Demonstration (RAD).


Defining a Section 3 Worker

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

0 4 + Alow or very low-income worker,
N

S
L\ OR

=3  Employed by a Section 3 concern.
=] o

* A YouthBuild participant.

202
)
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What are the Low-Income & Very Low-Income Limits?

« Defined at Section 3(b)(2) of the Housing Act of 1937.
* Determined annually by HUD.
« Section 8 income limits are used to determine eligibility.

« Limits are typically established at 80 percent and 50 percent of the area median
individual income.

HUD income limits found at:
https://www.huduser.gov/portal/datasets/il.html
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What is YouthBuild?

Academic and occupational skills training program serving youth ages 16-24 who have
dropped out of high school, or previously dropped out and re-enrolled.

Additional Criteria:

« A member of a low-income family and/or,

« Avyouth in foster care (including youth aging out of foster care) and/or,
« Avyouth or adult offender and/or,

« Avyouth with a disability and/or,

* The child of an incarcerated person and/or,

« A migrant youth.

For more information, visit:
https://www.dol.gov/agencies/eta/youth/youthbuild

TEXAS GENERAL LAND OFFICE COMMUNITY DEVELOPMENT AND REVITALIZATION



Targeted Section 3 Worker

@ Targeted 3 Section Workers are;

0 S « Employed by a Section 3 business concern,

N

OR

within the past five years:
« Living within the service area or the neighborhood of the project as defined in 24
CFR 755 Subpart C of Part 75,
* A YouthBuild Participant
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Universe of Workers

Workers
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Presentation Notes
The graphic shows three concentric circles.

- The smallest internal circle represents Targeted Section 3 workers
- The mid-sized circle represents All Section 3 workers, and 
- The largest external circle represents all workers.

It is important to note that Targeted Section 3 workers are contained within Section 3 workers (they are also Section 3 workers)



Service Area as Defined in 24 CFR 75.5

Service Area - an area within one mile of the

Section 3 project Project worksite:

(1,000 population)

OR
Worksite Circle
, L : : Expands 25 miles
If < 5,0(30 people live within one mile of Section 3 (2,800 population)
project”,
. L . Worksite Circle
Then, Service Area - an area \x/|thm a cw;le Expands 50 miles
centered around the Section 3 project site that (5,000 population)

encompasses 5,000 people.

" According to the most recent U.S. Census
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The “Service area” or the “neighborhood of the project” is defined in 24 CFR Part 75.5 and is defined as an area within one mile of the Section 3 project 
or

If fewer than 5,000 people live within one mile of a Section 3 project, then

The Service Area or neighborhood of the project is within a circle centered on the Section 3 project that encompasses a population of 5,000 people according to the most recent U.S. Census.

Image

This image to the right shows three concentric circles with the inner circle showing a one-mile radius around the project worksite – encompassing a population of 1,000 people 

The second circle shows a 25 -mile radius around the Section 3 project site – encompassing a population of 2,800, and 

The third/outer ring shows a 50 mile radius around the project site – encompassing a population of 5,000 people.  This image shows that if fewer than 5,000 people live within the service area (for example, in rural areas where the population is sparse), then the project work site can be expanded to incorporate more people within the service area – up to 5,000 people.

If the inner circle encompassed 5,000, people then that would be the service area.

(according to the most recent U.S. Census)


ldentify Service Area for Targeted Section 3 Workers

Step 1. Identify the project site. Step 2: identify a circle around the center
of the project site with a radius of 1 mile

T ; P T
~ \

https:.//hud.maps.arcais.com/apps/webappviewer/index.ntml?id=ffdosg7e8af24f88bs01b7e7f326bedd
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Next the Subrecipient will need to identify the target area for Targeted Section 3 workers. This will tell the Subrecipient and contractors the areas that should be prioritized for advertising and targeting employees.
Step 1: Identify the project site. For infrastructure projects, the project site is the area included in the Environmental Review project description. The center point of this project site is the basis for the Section 3 Service Area
Step 2: Identify a circle with a one-mile radius, with the project site central point as the origin

https://hud.maps.arcgis.com/apps/webappviewer/index.html?id=ffd0597e8af24f88b501b7e7f326bedd

ldentify Service Area for Targeted Section 3 Workers

Step 3 Estimate the
population that resides within
the one-mile circle using the
block groups that fall into that
circle.

https:.//hud.maps.arcais.com/apps/webappviewer/index.ntml?id=ffdosg7e8af24f88bs01b7e7f326bedd
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Step 3: Calculate the population that resides within the one-mile circle using the block groups that fall into the circle. You can see in the example that the highlighted area indicates the block group that the project resides within.  The census data for that block group indicates there is only 435 people living within that blockgroup.

Therefore, If like in our example you find the population of the service area is less than 5,000 people according to the most recent U.S. Census, then proceed to step 4.

https://hud.maps.arcgis.com/apps/webappviewer/index.html?id=ffd0597e8af24f88b501b7e7f326bedd

ldentify Service Area for Targeted Section 3 Workers

Step 4 (if applicable): If less than 5,000 people according to the most recent U.S. Census,
then aggregate census block group geographies totaling a minimum of 5,000 persons
that both surrounds all components of a Project Site, AND most closely approximates a

Clrd Sha' In this example the following Block Groups make up the “circle™

Census Block Group LOWMODUNIV
I cunty (all BG) 2685
I Co Block Group 1 655
I Co Block Group 1 465
I Co Block Group 4 1330
Total Population 5135
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Presentation Notes
Step 4: Aggregate census block group geographies totaling a minimum of 5,000 persons that both
surrounds all components of a Project Site, AND
most closely approximates a circle shape.



Redefining Section 3 Business Concerns

A Section 3 business is:

8/ \& *  51% or more owned and controlled by low or very low-income persons,
Na Y2
OR

« Over 75% of the labor hours performed for the business over the prior three-month period
are performed by Section 3 workers,

OR

— | « 51% or more owned and controlled by current residents of public housing or Section 8-

Qyﬂ assisted housing.
|
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Presentation Notes
Another key change to the rule is the Section 3 Business Concern definition.

A Section 3 business concern is a business that meets at least one of the following criteria, that has been documented within the last six-month period:� 
1) At least 51 percent owned and controlled by low- or very low-income persons;� 
2) Over 75 percent of the labor hours performed for the business over the prior three-month period are performed by Section 3 workers; or� 
3) A business at least 51 percent owned and controlled by current public housing residents or residents who currently live in Section 8-assisted housing.

The revised definition reflects the change from counting new hires to counting labor hours AND increases the threshold of work performed by a business’ low- and very low-income workers. (In the new definition, there is a focus on full-time long-term, sustainable employment versus part-time, short-term, seasonal work)



What is Safe Harbor?

A safe harbor is a provision of a statute
or a regulation that specifies that certain
conduct will be deemed not to violate a
given rule.
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What does it mean to meet the safe harbor? 
Creates a presumption that the recipient has met section 3 requirements absent any evidence to the contrary.


Safe Harbor Compliance Check

Complied with a safe harbor if:

Met or exceeded the Section 3 benchmarks,

AND

Followed the required prioritization of effort,

"‘Absent evidence of the contrary.
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For the final rule, recipients will be considered to have complied with the Section 3 requirements and met the safe harbor, if they certify that they have met or exceeded the applicable Section 3 benchmarks and followed the required prioritization of effort.

I’ll be breaking down then how to meet or exceed the Section 3 benchmarks today, and then we’ll tackle how to follow the required prioritization of effort starting tomorrow.


Safe Harbor Compliance Check

What if a recipient can't meet the quantitative benchmarks +
prioritization of effort?

income persons with employment and training

Provide evidence that they have
made qualitative efforts to assist low and very low-
opportunities.
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If a recipient agency or contractor does not meet the benchmark requirements, what then?

They may provide evidence that they have made a number of qualitative efforts to assist low and very low-income persons with employment and training opportunities

THEN

the recipient or contractor is considered to be in compliance with Section 3, absent evidence to the contrary (i.e., evidence or findings obtained from a Section 3 compliance review). 

On the last day….we will be discussing some examples of qualitative efforts that may be reported. I hope that provides you with a tease to stay with us through the end!


What is Labor Hour?

* Hours worked by all workers employed on a Section 3 Project.

- May include grantee staff if charged to the project rather than
administration.
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Benchmarks

« 25% or more of all labor hours must be S——
worked by Section 3 Workers,

« 5% or more of all labor hours must be
worked by Targeted Section 3 workers.

Total labor hours Total labor hours
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To meet the quantitative benchmarks of the safe harbor provisions for HCD:

25% or more of all labor hours must be worked by Section 3 Workers

5% or more of all labor hours must be worked by Targeted Section 3 Workers

Re-emphasize - The 5% goal is contained within the 25% goal - ALL Targeted Section 3 workers are Section 3 workers, but not all Section 3 workers are Targeted Section 3 workers.


Professional Service Labor Hours

What is it?

Non-construction services that require an advanced degree or professional licensing are
excluded from Section 3 Final Rule.

Bonus Opportunity:

« Recipient may count any work performed by a professional
services Section 3 worker or Targeted Section 3 worker as Section
3 labor hours and as Targeted Section 3 labor hours by adding to
the numerator.

« Do not count the professional services as part of the total labor
hours (i.e., In the denominator of the calculation).
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We’ve talked about Labor Hour as it applies to PHA and HCD financial assistance, but there is also a special category – called Professional Service Labor Hour. 

Professional services or non-construction services that require an advanced degree or professional licensing…and they are actually excluded from Section 3.

Why?

HUD wants to ensure this Final Rule emphasized the requirement to prioritize low- and very low-income workers and did so by providing this category of exempted workers given the challenge to hire low- and very low-income workers in jobs that require such degrees and licensing.

These non-construction services may include services such as contracts for legal services, financial consulting, accounting services, environmental assessment, architectural services, and civil engineering services.

The Final Rule does give credit in the reporting for opportunities that are created in the professional services context.

How?

Recipient may count any work performed by a professional services Section 3 worker or Targeted Section 3 worker as Section 3 labor hours and as Targeted Section 3 labor hours (i.e., in the numerator of the calculation), even when the professional services as a whole are not counted in the baseline reporting (i.e., in the denominator of the calculation).  
The effect of this reporting structure is to give a recipient a bonus if they are able to report Section 3 hires in the professional services context.


Updates to Safe Harbor Provisions & Benchmarks

HUD will update the benchmarks
though a document published in the
FEDERAL REGISTER.

The benchmarks will be subject to
public comment.

Not less than once every 3 years.
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HUD will establish Section 3 benchmarks for Section 3 workers and/or Targeted Section 3 workers through a document published in the Federal Register.   The updated benchmarks will be established through a document published in the Federal Register

HUD may:
- Establish a single nationwide benchmark for Section 3 workers and a single nationwide benchmark for Targeted Section 3 workers, or 
- May establish multiple benchmarks based on geography, the nature of the Section 3 project, or other variables. 

The notice will include aggregate data on labor hours and the proportion of recipients meeting benchmarks, as well as other metrics reported pursuant to §75.25 as deemed appropriate by HUD, for the 3 most recent reporting years.


Safe Harbor

CDBG-DR
207,000

Contracting-
* 41% ownership: living in Section 8 housing
« 50% of labor hours forthe

Example 1

il
x |

Workers
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EXAMPLE 1

SCENARIO {Pay attention…you will be doing this with a small group on your own in a moment}
•  City using Emergency Solution Grant funding in the amount of $207,000 to convert two buildings in the city to emergency shelters. 
•  City hires local construction company, Shelly’s Construction.  
•  One of the owners, Shelly, lives in Section 8-assisted housing. She owns and controls 41% of the business. 
•  Only 50% of the labor hours performed for the business over the prior three-month period are performed by Section 3 workers

POLL

QUESTION: Can Shelly’s Construction be considered a Section 3 business concern?

Answer. NO. Why?

A Section 3 business concern is a business that meets at least one of the three criteria, that has been documented within the last six-month period:

•  At least 51 percent owned and controlled by low- or very low-income persons; or at least 51 percent owned and controlled by current public housing residents or residents who currently live in Section 8-assisted housing and Shelly’s only owns and controls 41%. 
•  Over 75 percent of the labor hours performed for the business over the prior three-month period are performed by Section 3 workers and Dominic’s construction had only 50%.

ADDITIONAL SCENARIO:

•  Since Shelly’s doesn’t qualify as a Section 3 Business Concern, then we’ll need to evaluate which workers do, and then calculator their labor hours to determine compliance with the quantitative benchmarks. 
•  There are 2000 total labor hours worked during the project, 520 were performed by workers who self-certified as Section 3 workers. 200 of those 520 hours were performed by workers who lived within a one-mile radius of the work site, and therefore are Targeted Section 3 workers.



Safe Harbor Calculations

Section 3 Worker Benchmark

Section 3 Labor Hours 529 _ B
Total Labor Hours 2,000 2070
Targeted Section 3 Worker Benchmark

Targeted Section 3 Labor Hours 200 — 10%

Total Labor Hours 2,000
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Safe Harbor Compliance Check

Complied with safe harbor if:

Met or exceeded the Section 3 benchmarks,

AND

Followed the required prioritization of effort,

"Absent evidence of the contrary.
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As noted earlier, to meet the safe harbor requirements in part §75.13 (for PHA recipients) and §75.23 (for HCD recipients) PHAs and other recipients must meet the benchmarks as discussed earlier AND certify to following the prioritization of effort for employment, training, and contracting opportunities outlined in part §75.9 (for PHA assistance) and part §75.23 (for HCD assistance) absent evidence to the contrary.

Why? The intent behind the prioritization of effort requirement is to further the statute's goal of assisting those who live in the area/community where the HUD-assisted funding is being spent.


Certificate of Prioritization Of Effort

Employment & Training

‘to the greatest extent feasible”

Section 3 workers residing within the
service area or neighborhood of the
project

Participants in YouthBuild programs.

Consistent with existing Federal, state and local laws and regulations.
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For HCD, the prioritization of effort is discuss from public housing. For this presentation we will only demonstrate HCD Prioritization of effort.

To the greatest extent feasible, and consistent with existing Federal, state, and local laws and regulations, recipients covered by this subpart should to the greatest extent feasible ensure that employment and training opportunities arising in connection with Section 3 projects are provided to Section 3 workers:
Residing within the service area or neighborhood of the project, 
Participants in YouthBuild programs

Note that as part of the safe harbor requirements, recipients must meet the benchmarks as discussed earlier AND certify to following the prioritization of effort for employment, training, and contracting opportunities outlined in part § part §75.23 absent evidence to the contrary.


Certificate of Prioritization of Effort

Contracting
‘to the greatest extent feasible' , , ,
Section 3 business concerns that provide

economic opportunities to Section 3 workers
residing within the service area or the
neighborhood of the project

Participants in YouthBuild programs

Consistent with existing Federal, state and local laws and regulations
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Presenter Notes
Presentation Notes
To the greatest extent feasible, and consistent with existing Federal, state, and local laws and regulations, recipients covered by this subpart should ensure contracts for work awarded in connection with Section 3 projects are provided to:
Section 3 business concerns that provide economic opportunities to Section 3 workers residing within the service area or the neighborhood of the project, and 
YouthBuild programs.


Questions

TEXAS GENERAL LAND OFFICE COMMUNITY DEVELOPMENT AND REVITALIZATION


Presenter Notes
Presentation Notes
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