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which wish to use volunteers shall re-
quest a waiver of prevailing wage re-
quirements from HUD for the volun-
teers. A request for waiver shall indi-
cate that the proposed volunteers are 
volunteering their services for the pur-
poses of lowering the costs of construc-
tion. The request shall include infor-
mation sufficient for HUD to make a 
determination, as required by statute, 
that any amounts saved through the 
use of volunteers are fully credited to 
the corporation, cooperative, or public 
body or agency undertaking the con-
struction and a determination that any 
payments to volunteers meet the cri-
teria in section 70.3(b). Information re-
garding the crediting of amounts saved 
is required in order to insure that the 
statutorily prescribed purpose of low-
ering the costs of construction is ful-
filled by passing savings from the use 
of volunteers on to the sponsor or other 
body or agency undertaking the con-
struction, rather than permitting the 
retention of any savings as a windfall 
by a contractor or subcontractor. A 
written waiver shall be provided to the 
requestor by the Department within 
ten days of receipt by the Department 
of sufficient information to meet the 
requirements for a waiver. 

(c) For a project covered by pre-
vailing wage rate requirements in 
which all the work is to be done by vol-
unteers and there are no paid construc-
tion employees, the local or State 
funding agency (or, if none, the entity 
that employs the volunteers) shall 
record in the pertinent project file the 
name and address of the agency spon-
soring the project, the name, location, 
and HUD project number (if any) of the 
project, the number of volunteers, and 
type of work and hours of work they 
performed. The entity responsible for 
recording this information shall pro-
vide a copy of the information to HUD. 

(d) For a project covered by pre-
vailing wage rate requirements in 
which there is to be a mix of paid 
workers and volunteers, the local or 
State funding agency (or, if none, the 
entity responsible for generating cer-
tified payrolls) shall provide HUD the 
information in (c) of this section, along 
with the names of the proposed volun-
teers. 

PART 75—ECONOMIC OPPORTUNI-
TIES FOR LOW- AND VERY LOW- 
INCOME PERSONS 

Subpart A—General Provisions 

Sec. 
75.1 Purpose. 
75.3 Applicability. 
75.5 Definitions. 
75.7 Requirements applicable to HUD 

NOFAs for Section 3 covered programs. 

Subpart B—Additional Provisions for Public 
Housing Financial Assistance 

75.9 Requirements. 
75.11 Targeted Section 3 worker for public 

housing financial assistance. 
75.13 Section 3 safe harbor. 
75.15 Reporting. 
75.17 Contract provisions. 

Subpart C—Additional Provisions for Hous-
ing and Community Development Fi-
nancial Assistance 

75.19 Requirements. 
75.21 Targeted Section 3 worker for housing 

and community development financial 
assistance. 

75.23 Section 3 safe harbor. 
75.25 Reporting. 
75.27 Contract provisions. 

Subpart D—Provisions for Multiple Funding 
Sources, Recordkeeping and Compliance 

75.29 Multiple funding sources. 
75.31 Recordkeeping. 
75.33 Compliance. 

AUTHORITY: 12 U.S.C. 1701u; 42 U.S.C. 
3535(d). 

SOURCE: 85 FR 61562, Sept. 29, 2020, unless 
otherwise noted. 

Subpart A—General Provisions 

§ 75.1 Purpose. 

This part establishes the require-
ments to be followed to ensure the ob-
jectives of Section 3 of the Housing and 
Urban Development Act of 1968 (12 
U.S.C. 1701u) (Section 3) are met. The 
purpose of Section 3 is to ensure that 
economic opportunities, most impor-
tantly employment, generated by cer-
tain HUD financial assistance shall be 
directed to low- and very low-income 
persons, particularly those who are re-
cipients of government assistance for 
housing or residents of the community 



441 

Office of the Secretary, HUD § 75.5 

in which the Federal assistance is 
spent. 

§ 75.3 Applicability. 

(a) General applicability. Section 3 ap-
plies to public housing financial assist-
ance and Section 3 projects, as follows: 

(1) Public housing financial assistance. 
Public housing financial assistance 
means: 

(i) Development assistance provided 
pursuant to section 5 of the United 
States Housing Act of 1937 (the 1937 
Act); 

(ii) Operations and management as-
sistance provided pursuant to section 
9(e) of the 1937 Act; 

(iii) Development, modernization, 
and management assistance provided 
pursuant to section 9(d) of the 1937 Act; 
and 

(iv) The entirety of a mixed-finance 
development project as described in 24 
CFR 905.604, regardless of whether the 
project is fully or partially assisted 
with public housing financial assist-
ance as defined in paragraphs (a)(1)(i) 
through (iii) of this section. 

(2) Section 3 projects. (i) Section 3 
projects means housing rehabilitation, 
housing construction, and other public 
construction projects assisted under 
HUD programs that provide housing 
and community development financial 
assistance when the total amount of 
assistance to the project exceeds a 
threshold of $200,000. The threshold is 
$100,000 where the assistance is from 
the Lead Hazard Control and Healthy 
Homes programs, as authorized by Sec-
tions 501 or 502 of the Housing and 
Urban Development Act of 1970 (12 
U.S.C. 1701z–1 or 1701z–2), the Lead- 
Based Paint Poisoning Prevention Act 
(42 U.S.C 4801 et seq.); and the Residen-
tial Lead-Based Paint Hazard Reduc-
tion Act of 1992 (42 U.S.C. 4851 et seq.). 
The project is the site or sites together 
with any building(s) and improvements 
located on the site(s) that are under 
common ownership, management, and 
financing. 

(ii) The Secretary must update the 
thresholds provided in paragraph 
(a)(2)(i) of this section not less than 
once every 5 years based on a national 
construction cost inflation factor 
through FEDERAL REGISTER notice not 
subject to public comment. When the 

Secretary finds it is warranted to en-
sure compliance with Section 3, the 
Secretary may adjust, regardless of the 
national construction cost factor, such 
thresholds through FEDERAL REGISTER 
notice, subject to public comment. 

(iii) The requirements in this part 
apply to an entire Section 3 project, re-
gardless of whether the project is fully 
or partially assisted under HUD pro-
grams that provide housing and com-
munity development financial assist-
ance. 

(b) Contracts for materials. Section 3 
requirements do not apply to material 
supply contracts. 

(c) Indian and Tribal preferences. Con-
tracts, subcontracts, grants, or sub-
grants subject to Section 7(b) of the In-
dian Self-Determination and Education 
Assistance Act (25 U.S.C. 5307(b)) or 
subject to tribal preference require-
ments 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 op-
portunities to Indians and Indian orga-
nizations, and are therefore not subject 
to the requirements of this part. 

(d) Other HUD assistance and other 
Federal assistance. Recipients that are 
not subject to Section 3 are encouraged 
to consider ways to support the pur-
pose of Section 3. 

§ 75.5 Definitions. 

The terms HUD, Public housing, and 
Public Housing Agency (PHA) are de-
fined in 24 CFR part 5. The following 
definitions also apply to this part: 

1937 Act means the United States 
Housing Act of 1937, 42 U.S.C. 1437 et 
seq. 

Contractor means any entity entering 
into a contract with: 

(1) A recipient to perform work in 
connection with the expenditure of 
public housing financial assistance or 
for work in connection with a Section 
3 project; or 

(2) A subrecipient for work in connec-
tion with a Section 3 project. 

Labor hours means the number of 
paid hours worked by persons on a Sec-
tion 3 project or by persons employed 
with funds that include public housing 
financial assistance. 
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Low-income person means a person as 
defined in Section 3(b)(2) of the 1937 
Act. 

Material supply contracts means con-
tracts for the purchase of products and 
materials, including, but not limited 
to, lumber, drywall, wiring, concrete, 
pipes, toilets, sinks, carpets, and office 
supplies. 

Professional services means non-con-
struction services that require an ad-
vanced degree or professional licensing, 
including, but not limited to, contracts 
for legal services, financial consulting, 
accounting services, environmental as-
sessment, architectural services, and 
civil engineering services. 

Public housing financial assistance 
means assistance as defined in 
§ 75.3(a)(1). 

Public housing project is defined in 24 
CFR 905.108. 

Recipient means any entity that re-
ceives directly from HUD public hous-
ing financial assistance or housing and 
community development assistance 
that funds Section 3 projects, includ-
ing, but not limited to, any State, local 
government, instrumentality, PHA, or 
other public agency, public or private 
nonprofit organization. 

Section 3 means Section 3 of the 
Housing and Urban Development Act of 
1968, as amended (12 U.S.C. 1701u). 

Section 3 business concern means: 
(1) A business concern meeting at 

least one of the following criteria, doc-
umented within the last six-month pe-
riod: 

(i) It is at least 51 percent owned and 
controlled by low- or very low-income 
persons; 

(ii) Over 75 percent of the labor hours 
performed for the business over the 
prior three-month period are performed 
by Section 3 workers; or 

(iii) It is a business at least 51 per-
cent owned and controlled by current 
public housing residents or residents 
who currently live in Section 8-assisted 
housing. 

(2) The status of a Section 3 business 
concern shall not be negatively af-
fected by a prior arrest or conviction of 
its owner(s) or employees. 

(3) Nothing in this part shall be con-
strued to require the contracting or 
subcontracting of a Section 3 business 
concern. Section 3 business concerns 

are not exempt from meeting the speci-
fications of the contract. 

Section 3 project means a project de-
fined in § 75.3(a)(2). 

Section 3 worker means: 

(1) Any worker who currently fits or 
when hired within the past five years 
fit at least one of the following cat-
egories, as documented: 

(i) The worker’s income for the pre-
vious or annualized calendar year is 
below the income limit established by 
HUD. 

(ii) The worker is employed by a Sec-
tion 3 business concern. 

(iii) The worker is a YouthBuild par-
ticipant. 

(2) The status of a Section 3 worker 
shall not be negatively affected by a 
prior arrest or conviction. 

(3) Nothing in this part shall be con-
strued to require the employment of 
someone who meets this definition of a 
Section 3 worker. Section 3 workers 
are not exempt from meeting the quali-
fications of the position to be filled. 

Section 8-assisted housing refers to 
housing receiving project-based rental 
assistance or tenant-based assistance 
under Section 8 of the 1937 Act. 

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

Small PHA means a public housing 
authority that manages or operates 
fewer than 250 public housing units. 

Subcontractor means any entity that 
has a contract with a contractor to un-
dertake a portion of the contractor’s 
obligation to perform work in connec-
tion with the expenditure of public 
housing financial assistance or for a 
Section 3 project. 

Subrecipient has the meaning pro-
vided in the applicable program regula-
tions or in 2 CFR 200.93. 

Targeted Section 3 worker has the 
meanings provided in §§ 75.11, 75.21, or 
75.29, and does not exclude an indi-
vidual that has a prior arrest or con-
viction. 
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Very low-income person means the def-
inition for this term set forth in sec-
tion 3(b)(2) of the 1937 Act. 

YouthBuild programs refers to 
YouthBuild programs receiving assist-
ance under the Workforce Innovation 
and Opportunity Act (29 U.S.C. 3226). 

§ 75.7 Requirements applicable to HUD 
NOFAs for Section 3 covered pro-
grams. 

All notices of funding availability 
(NOFAs) issued by HUD that announce 
the availability of funding covered by 
§ 75.3 will include notice that this part 
is applicable to the funding and may 
include, as appropriate for the specific 
NOFA, points or bonus points for the 
quality of Section 3 plans. 

Subpart B—Additional Provisions 
for Public Housing Financial 
Assistance 

§ 75.9 Requirements. 

(a) Employment and training. (1) Con-
sistent with existing Federal, state, 
and local laws and regulations, PHAs 
or other recipients receiving public 
housing financial assistance, and their 
contractors and subcontractors, must 
make their best efforts to provide em-
ployment and training opportunities 
generated by the public housing finan-
cial assistance to Section 3 workers. 

(2) PHAs or other recipients, and 
their contractors and subcontractors, 
must make their best efforts described 
in paragraph (a)(1) of this section in 
the following order of priority: 

(i) To residents of the public housing 
projects for which the public housing 
financial assistance is expended; 

(ii) To residents of other public hous-
ing projects managed by the PHA that 
is providing the assistance or for resi-
dents of Section 8-assisted housing 
managed by the PHA; 

(iii) To participants in YouthBuild 
programs; and 

(iv) To low- and very low-income per-
sons residing within the metropolitan 
area (or nonmetropolitan county) in 
which the assistance is expended. 

(b) Contracting. (1) Consistent with 
existing Federal, state, and local laws 
and regulations, PHAs and other re-
cipients of public housing financial as-
sistance, and their contractors and 

subcontractors, must make their best 
efforts to award contracts and sub-
contracts to business concerns that 
provide economic opportunities to Sec-
tion 3 workers. 

(2) PHAs and other recipients, and 
their contractors and subcontractors, 
must make their best efforts described 
in paragraph (b)(1) of this section in 
the following order of priority: 

(i) To Section 3 business concerns 
that provide economic opportunities 
for residents of the public housing 
projects for which the assistance is 
provided; 

(ii) To Section 3 business concerns 
that provide economic opportunities 
for residents of other public housing 
projects or Section-8 assisted housing 
managed by the PHA that is providing 
the assistance; 

(iii) To YouthBuild programs; and 
(iv) To Section 3 business concerns 

that provide economic opportunities to 
Section 3 workers residing within the 
metropolitan area (or nonmetropolitan 
county) in which the assistance is pro-
vided. 

§ 75.11 Targeted Section 3 worker for 
public housing financial assistance. 

(a) Targeted Section 3 worker. A Tar-
geted Section 3 worker for public hous-
ing financial assistance means a Sec-
tion 3 worker who is: 

(1) A worker employed by a Section 3 
business concern; or 

(2) A worker who currently fits or 
when hired fit at least one of the fol-
lowing categories, as documented with-
in the past five years: 

(i) A resident of public housing or 
Section 8-assisted housing; 

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

(iii) A YouthBuild participant. 
(b) [Reserved] 

§ 75.13 Section 3 safe harbor. 

(a) General. PHAs and other recipi-
ents will be considered to have com-
plied with requirements in this part, in 
the absence of evidence to the con-
trary, if they: 

(1) Certify that they have followed 
the prioritization of effort in § 75.9; and 
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(2) Meet or exceed the applicable Sec-
tion 3 benchmarks as described in para-
graph (b) of this section. 

(b) Establishing benchmarks. (1) HUD 
will establish Section 3 benchmarks for 
Section 3 workers or Targeted Section 
3 workers or both 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 Tar-
geted Section 3 workers, or may estab-
lish multiple benchmarks based on ge-
ography, the type of public housing fi-
nancial assistance, or other variables. 
HUD will update the benchmarks 
through a document published in the 
FEDERAL REGISTER, subject to public 
comment, not less frequently than 
once every 3 years. Such notice shall 
include aggregate data on labor hours 
and the proportion of PHAs and other 
recipients meeting benchmarks, as well 
as other metrics reported pursuant to 
§ 75.15 as deemed appropriate by HUD, 
for the 3 most recent reporting years. 

(2) In establishing the Section 3 
benchmarks, HUD may consider the in-
dustry averages for labor hours worked 
by specific categories of workers or in 
different localities or regions; averages 
for labor hours worked by Section 3 
workers and Targeted Section 3 work-
ers as reported by recipients pursuant 
to this section; and any other factors 
HUD deems important. In establishing 
the Section 3 benchmarks, HUD will 
exclude professional services from the 
total number of labor hours as such 
hours are excluded from the total num-
ber of labor hours to be reported per 
§ 75.15(a)(4). 

(3) Section 3 benchmarks will consist 
of the following two ratios: 

(i) The number of labor hours worked 
by Section 3 workers divided by the 
total number of labor hours worked by 
all workers funded by public housing fi-
nancial assistance in the PHA’s or 
other recipient’s fiscal year. 

(ii) The number of labor hours 
worked by Targeted Section 3 workers, 
as defined in § 75.11(a), divided by the 
total number of labor hours worked by 
all workers funded by public housing fi-
nancial assistance in the PHA’s or 
other recipient’s fiscal year. 

§ 75.15 Reporting. 

(a) Reporting of labor hours. (1) For 
public housing financial assistance, 
PHAs and other recipients must report 
in a manner prescribed by HUD: 

(i) The total number of labor hours 
worked; 

(ii) The total number of labor hours 
worked by Section 3 workers; and 

(iii) The total number of labor hours 
worked by Targeted Section 3 workers. 

(2) Section 3 workers’ and Targeted 
Section 3 workers’ labor hours may be 
counted for five years from when their 
status as a Section 3 worker or Tar-
geted Section 3 worker is established 
pursuant to § 75.31. 

(3) The labor hours reported under 
paragraph (a)(1) of this section must 
include the total number of labor hours 
worked with public housing financial 
assistance in the fiscal year of the PHA 
or other recipient, including labor 
hours worked by any contractors and 
subcontractors that the PHA or other 
recipient is required, or elects pursuant 
to paragraph (a)(4) of this section, to 
report. 

(4) PHAs and other recipients report-
ing under this section, as well as con-
tractors and subcontractors who report 
to PHAs and recipients, may report 
labor hours by Section 3 workers, 
under paragraph (a)(1)(ii) of this sec-
tion, and labor hours by Targeted Sec-
tion 3 workers, under paragraph 
(a)(1)(iii) of this section, from profes-
sional services without including labor 
hours from professional services in the 
total number of labor hours worked 
under paragraph (a)(1)(i) of this sec-
tion. If a contract covers both profes-
sional services and other work and the 
PHA, other recipient, contractor, or 
subcontractor chooses not to report 
labor hours from professional services, 
the labor hours under the contract that 
are not from professional services must 
still be reported. 

(5) PHAs and other recipients may re-
port on the labor hours of the PHA, the 
recipient, a contractor, or a subcon-
tractor based on the employer’s good 
faith assessment of the labor hours of a 



445 

Office of the Secretary, HUD § 75.19 

full-time or part-time employee in-
formed by the employer’s existing sal-
ary or time and attendance based pay-
roll systems, unless the project or ac-
tivity is otherwise subject to require-
ments specifying time and attendance 
reporting. 

(b) Additional reporting if Section 3 
benchmarks are not met. If the PHA’s or 
other recipient’s reporting under para-
graph (a) of this section indicates that 
the PHA or other recipient has not met 
the Section 3 benchmarks described in 
§ 75.13, the PHA or other recipient must 
report in a form prescribed by HUD on 
the qualitative nature of its Section 3 
compliance activities and those of its 
contractors and subcontractors. Such 
qualitative efforts may, for example, 
include but are not limited to the fol-
lowing: 

(1) Engaged in outreach efforts to 
generate job applicants who are Tar-
geted Section 3 workers. 

(2) Provided training or apprentice-
ship opportunities. 

(3) Provided technical assistance to 
help Section 3 workers compete for 
jobs (e.g., resume assistance, coaching). 

(4) Provided or connected Section 3 
workers with assistance in seeking em-
ployment including: drafting resumes, 
preparing for interviews, and finding 
job opportunities connecting residents 
to job placement services. 

(5) Held one or more job fairs. 
(6) Provided or referred Section 3 

workers to services supporting work 
readiness and retention (e.g., work 
readiness activities, interview cloth-
ing, test fees, transportation, child 
care). 

(7) Provided assistance to apply for/or 
attend community college, a four-year 
educational institution, or vocational/ 
technical training. 

(8) Assisted Section 3 workers to ob-
tain financial literacy training and/or 
coaching. 

(9) Engaged in outreach efforts to 
identify and secure bids from Section 3 
business concerns. 

(10) Provided technical assistance to 
help Section 3 business concerns under-
stand and bid on contracts. 

(11) Divided contracts into smaller 
jobs to facilitate participation by Sec-
tion 3 business concerns. 

(12) Provided bonding assistance, 
guaranties, or other efforts to support 
viable bids from Section 3 business 
concerns. 

(13) Promoted use of business reg-
istries designed to create opportunities 
for disadvantaged and small businesses. 

(14) Outreach, engagement, or refer-
rals with the state one-stop system as 
defined in Section 121(e)(2) of the 
Workforce Innovation and Opportunity 
Act. 

(c) Reporting frequency. Unless other-
wise provided, PHAs or other recipients 
must report annually to HUD under 
paragraph (a) of this section, and, 
where required, under paragraph (b) of 
this section, in a manner consistent 
with reporting requirements for the ap-
plicable HUD program. 

(d) Reporting by Small PHAs. Small 
PHAs may elect not to report under 
paragraph (a) of this section. Small 
PHAs that make such election are re-
quired to report on their qualitative ef-
forts, as described in paragraph (b) of 
this section, in a manner consistent 
with reporting requirements for the ap-
plicable HUD program. 

§ 75.17 Contract provisions. 

(a) PHAs or other recipients must in-
clude language in any agreement or 
contract to apply Section 3 to contrac-
tors. 

(b) PHAs or other recipients must re-
quire contractors to include language 
in any contract or agreement to apply 
Section 3 to subcontractors. 

(c) PHAs or other recipients must re-
quire all contractors and subcontrac-
tors to meet the requirements of § 75.9, 
regardless of whether Section 3 lan-
guage is included in contracts. 

Subpart C—Additional Provisions 
for Housing and Community 
Development Financial Assist-
ance 

§ 75.19 Requirements. 

(a) Employment and training. (1) To 
the greatest extent feasible, and con-
sistent with existing Federal, state, 
and local laws and regulations, recipi-
ents covered by this subpart shall en-
sure that employment and training op-
portunities arising in connection with 
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Section 3 projects are provided to Sec-
tion 3 workers within the metropolitan 
area (or nonmetropolitan county) in 
which the project is located. 

(2) Where feasible, priority for oppor-
tunities and training described in para-
graph (a)(1) of this section should be 
given to: 

(i) Section 3 workers residing within 
the service area or the neighborhood of 
the project, and 

(ii) Participants in YouthBuild pro-
grams. 

(b) Contracting. (1) To the greatest ex-
tent feasible, and consistent with exist-
ing Federal, state, and local laws and 
regulations, recipients covered by this 
subpart shall ensure contracts for work 
awarded in connection with Section 3 
projects are provided to business con-
cerns that provide economic opportuni-
ties to Section 3 workers residing with-
in the metropolitan area (or nonmetro-
politan county) in which the project is 
located. 

(2) Where feasible, priority for con-
tracting opportunities described in 
paragraph (b)(1) of this section should 
be given to: 

(i) Section 3 business concerns that 
provide economic opportunities to Sec-
tion 3 workers residing within the serv-
ice area or the neighborhood of the 
project, and 

(ii) YouthBuild programs. 

§ 75.21 Targeted Section 3 worker for 
housing and community develop-
ment financial assistance. 

(a) Targeted Section 3 worker. A Tar-
geted Section 3 worker for housing and 
community development financial as-
sistance means a Section 3 worker who 
is: 

(1) A worker employed by a Section 3 
business concern; or 

(2) A worker who currently fits or 
when hired fit at least one of the fol-
lowing categories, as documented with-
in the past five years: 

(i) Living within the service area or 
the neighborhood of the project, as de-
fined in § 75.5; or 

(ii) A YouthBuild participant. 
(b) [Reserved] 

§ 75.23 Section 3 safe harbor. 

(a) General. Recipients will be consid-
ered to have complied with require-

ments in this part, in the absence of 
evidence to the contrary if they: 

(1) Certify that they have followed 
the prioritization of effort in § 75.19; 
and 

(2) Meet or exceed the applicable Sec-
tion 3 benchmark as described in para-
graph (b) of this section. 

(b) Establishing benchmarks. (1) HUD 
will establish Section 3 benchmarks for 
Section 3 workers or Targeted Section 
3 workers or both 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 Tar-
geted Section 3 workers, or may estab-
lish multiple benchmarks based on ge-
ography, the nature of the Section 3 
project, or other variables. HUD will 
update the benchmarks through a doc-
ument published in the FEDERAL REG-
ISTER, subject to public comment, not 
less frequently than once every 3 years. 
Such notice shall include aggregate 
data on labor hours and the proportion 
of recipients meeting benchmarks, as 
well as other metrics reported pursu-
ant to § 75.25 as deemed appropriate by 
HUD, for the 3 most recent reporting 
years. 

(2) In establishing the Section 3 
benchmarks, HUD may consider the in-
dustry averages for labor hours worked 
by specific categories of workers or in 
different localities or regions; averages 
for labor hours worked by Section 3 
workers and Targeted Section 3 work-
ers as reported by recipients pursuant 
to this section; and any other factors 
HUD deems important. In establishing 
the Section 3 benchmarks, HUD will 
exclude professional services from the 
total number of labor hours as such 
hours are excluded from the total num-
ber of labor hours to be reported per 
§ 75.25(a)(4). 

(3) Section 3 benchmarks will consist 
of the following two ratios: 

(i) The number of labor hours worked 
by Section 3 workers divided by the 
total number of labor hours worked by 
all workers on a Section 3 project in 
the recipient’s program year. 

(ii) The number of labor hours 
worked by Targeted Section 3 workers 
as defined in § 75.21(a), divided by the 
total number of labor hours worked by 
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all workers on a Section 3 project in 
the recipient’s program year. 

§ 75.25 Reporting. 

(a) Reporting of labor hours. (1) For 
Section 3 projects, recipients must re-
port in a manner prescribed by HUD: 

(i) The total number of labor hours 
worked; 

(ii) The total number of labor hours 
worked by Section 3 workers; and 

(iii) The total number of labor hours 
worked by Targeted Section 3 workers. 

(2) Section 3 workers’ and Targeted 
Section 3 workers’ labor hours may be 
counted for five years from when their 
status as a Section 3 worker or Tar-
geted Section 3 worker is established 
pursuant to § 75.31. 

(3) The labor hours reported under 
paragraph (a)(1) of this section must 
include the total number of labor hours 
worked on a Section 3 project, includ-
ing labor hours worked by any sub-
recipients, contractors and subcontrac-
tors that the recipient is required, or 
elects pursuant to paragraph (a)(4) of 
this section, to report. 

(4) Recipients reporting under this 
section, as well as subrecipients, con-
tractors and subcontractors who report 
to recipients, may report labor hours 
by Section 3 workers, under paragraph 
(a)(1)(ii) of this section, and labor 
hours by Targeted Section 3 workers, 
under paragraph (a)(1)(iii) of this sec-
tion, from professional services with-
out including labor hours from profes-
sional services in the total number of 
labor hours worked under paragraph 
(a)(1)(i) of this section. If a contract 
covers both professional services and 
other work and the recipient or con-
tractor or subcontractor chooses not to 
report labor hours from professional 
services, the labor hours under the con-
tract that are not from professional 
services must still be reported. 

(5) Recipients may report their own 
labor hours or that of a subrecipient, 
contractor, or subcontractor based on 
the employer’s good faith assessment 
of the labor hours of a full-time or 
part-time employee informed by the 
employer’s existing salary or time and 
attendance based payroll systems, un-
less the project or activity is otherwise 
subject to requirements specifying 
time and attendance reporting. 

(b) Additional reporting if Section 3 
benchmarks are not met. If the recipi-
ent’s reporting under paragraph (a) of 
this section indicates that the recipi-
ent has not met the Section 3 bench-
marks described in § 75.23, the recipient 
must report in a form prescribed by 
HUD on the qualitative nature of its 
activities and those its contractors and 
subcontractors pursued. Such quali-
tative efforts may, for example, in-
clude but are not limited to the fol-
lowing: 

(1) Engaged in outreach efforts to 
generate job applicants who are Tar-
geted Section 3 workers. 

(2) Provided training or apprentice-
ship opportunities. 

(3) Provided technical assistance to 
help Section 3 workers compete for 
jobs (e.g., resume assistance, coaching). 

(4) Provided or connected Section 3 
workers with assistance in seeking em-
ployment including: drafting resumes, 
preparing for interviews, and finding 
job opportunities connecting residents 
to job placement services. 

(5) Held one or more job fairs. 
(6) Provided or referred Section 3 

workers to services supporting work 
readiness and retention (e.g., work 
readiness activities, interview cloth-
ing, test fees, transportation, child 
care). 

(7) Provided assistance to apply for/or 
attend community college, a four-year 
educational institution, or vocational/ 
technical training. 

(8) Assisted Section 3 workers to ob-
tain financial literacy training and/or 
coaching. 

(9) Engaged in outreach efforts to 
identify and secure bids from Section 3 
business concerns. 

(10) Provided technical assistance to 
help Section 3 business concerns under-
stand and bid on contracts. 

(11) Divided contracts into smaller 
jobs to facilitate participation by Sec-
tion 3 business concerns. 

(12) Provided bonding assistance, 
guaranties, or other efforts to support 
viable bids from Section 3 business 
concerns. 

(13) Promoted use of business reg-
istries designed to create opportunities 
for disadvantaged and small businesses. 

(14) Outreach, engagement, or refer-
rals with the state one-stop system as 
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defined in Section 121(e)(2) of the 
Workforce Innovation and Opportunity 
Act. 

(c) Reporting frequency. Unless other-
wise provided, recipients must report 
annually to HUD under paragraph (a) 
of this section, and, where required, 
under paragraph (b) of this section, on 
all projects completed within the re-
porting year in a manner consistent 
with reporting requirements for the ap-
plicable HUD program. 

§ 75.27 Contract provisions. 

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

(b) Recipients of Section 3 funding 
must require subrecipients, contrac-
tors, and subcontractors to meet the 
requirements of § 75.19, regardless of 
whether Section 3 language is included 
in recipient or subrecipient agree-
ments, program regulatory agree-
ments, or contracts. 

Subpart D—Provisions for Multiple 
Funding Sources, Record-
keeping, and Compliance 

§ 75.29 Multiple funding sources. 

(a) If a housing rehabilitation, hous-
ing construction or other public con-
struction project is subject to Section 3 
pursuant to § 75.3(a)(1) and (2), the re-
cipient must follow subpart B of this 
part for the public housing financial 
assistance and may follow either sub-
part B or C of this part for the housing 
and community development financial 
assistance. For such a project, the fol-
lowing applies: 

(1) For housing and community de-
velopment financial assistance, a Tar-
geted Section 3 worker is any worker 
who meets the definition of a Targeted 
Section 3 worker in either subpart B or 
C of this part; and 

(2) The recipients of both sources of 
funding shall report on the housing re-
habilitation, housing construction, or 
other public construction project as a 
whole and shall identify the multiple 
associated recipients. PHAs and other 
recipients must report the following in-
formation: 

(i) The total number of labor hours 
worked on the project; 

(ii) The total number of labor hours 
worked by Section 3 workers on the 
project; and 

(iii) The total number of labor hours 
worked by Targeted Section 3 workers 
on the project. 

(b) If a housing rehabilitation, hous-
ing construction, or other public con-
struction project is subject to Section 3 
because the project is assisted with 
funding from multiple sources of hous-
ing and community development as-
sistance that exceed the thresholds in 
§ 75.3(a)(2), the recipient or recipients 
must follow subpart C of this part, and 
must report to the applicable HUD pro-
gram office, as prescribed by HUD. 

§ 75.31 Recordkeeping. 

(a) HUD shall have access to all 
records, reports, and other documents 
or items of the recipient that are main-
tained to demonstrate compliance with 
the requirements of this part, or that 
are maintained in accordance with the 
regulations governing the specific HUD 
program by which the Section 3 project 
is governed, or the public housing fi-
nancial assistance is provided or other-
wise made available to the recipient, 
subrecipient, contractor, or subcon-
tractor. 

(b) Recipients must maintain docu-
mentation, or ensure that a sub-
recipient, contractor, or subcontractor 
that employs the worker maintains 
documentation, 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 report-
ing period, as follows: 

(1) For a worker to qualify as a Sec-
tion 3 worker, one of the following 
must be maintained: 

(i) A worker’s self-certification that 
their income is below the income limit 
from the prior calendar year; 

(ii) A worker’s self-certification of 
participation in a means-tested pro-
gram such as public housing or Section 
8-assisted housing; 

(iii) Certification from a PHA, or the 
owner or property manager of project- 
based Section 8-assisted housing, or the 
administrator of tenant-based Section 
8-assisted housing that the worker is a 
participant in one of their programs; 
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(iv) An employer’s certification that 
the worker’s income from that em-
ployer is below the income limit when 
based on an employer’s calculation of 
what the worker’s wage rate would 
translate to if annualized on a full- 
time basis; or 

(v) An employer’s certification that 
the worker is employed by a Section 3 
business concern. 

(2) For a worker to qualify as a Tar-
geted Section 3 worker, one of the fol-
lowing must be maintained: 

(i) For a worker to qualify as a Tar-
geted Section 3 worker under subpart B 
of this part: 

(A) A worker’s self-certification of 
participation in public housing or Sec-
tion 8-assisted housing programs; 

(B) Certification from a PHA, or the 
owner or property manager of project- 
based Section 8-assisted housing, or the 
administrator of tenant-based Section 
8-assisted housing that the worker is a 
participant in one of their programs; 

(C) An employer’s certification that 
the worker is employed by a Section 3 
business concern; or 

(D) A worker’s certification that the 
worker is a YouthBuild participant. 

(ii) For a worker to qualify as a Tar-
geted Section 3 worker under subpart C 
of this part: 

(A) An employer’s confirmation that 
a worker’s residence is within one mile 
of the work site or, if fewer than 5,000 
people live within one mile of a work 
site, within a circle centered on the 
work site that is sufficient to encom-
pass a population of 5,000 people ac-
cording to the most recent U.S. Census; 

(B) An employer’s certification that 
the worker is employed by a Section 3 
business concern; or 

(C) A worker’s self-certification that 
the worker is a YouthBuild partici-
pant. 

(c) The documentation described in 
paragraph (b) of this section must be 
maintained for the time period re-
quired for record retentions in accord-
ance with applicable program regula-
tions or, in the absence of applicable 
program regulations, in accordance 
with 2 CFR part 200. 

(d) A PHA or recipient may report on 
Section 3 workers and Targeted Sec-
tion 3 workers for five years from when 
their certification as a Section 3 work-

er or Targeted Section 3 worker is es-
tablished. 

§ 75.33 Compliance. 

(a) Records of compliance. Each recipi-
ent shall maintain adequate records 
demonstrating compliance with this 
part, consistent with other record-
keeping requirements in 2 CFR part 
200. 

(b) Complaints. Complaints alleging 
failure of compliance with this part 
may be reported to the HUD program 
office responsible for the public hous-
ing financial assistance or the Section 
3 project, or to the local HUD field of-
fice. 

(c) Monitoring. HUD will monitor 
compliance with the requirements of 
this part. The applicable HUD program 
office will determine appropriate meth-
ods by which to oversee Section 3 com-
pliance. HUD may impose appropriate 
remedies and sanctions in accordance 
with the laws and regulations for the 
program under which the violation was 
found. 
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