
11/20/2013 

Harris County Housing Authority 

Section 3 Policy 

 

 

STATEMENT OF PURPOSE  

The purpose of Section 3 of the Housing and Urban Development Act of 1968, as amended by Section 

915 of the Housing and Community Development Act of 1992, 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 toward 

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." The 1992 Act sets forth:  

 The types of HUD financial assistance, activities, and recipients subject to the requirements of 

Section 3;  

 The specific individuals and business concerns who are the intended beneficiaries of the 

economic opportunities generated from HUD-assisted activities; and  

 The order of priority in which these individuals and business concerns should be recruited and 

solicited for the employment and other economic opportunities generated from HUD-assisted 

activities.  

 

The Harris Housing Authority's Section 3 Policy is expressed in this statement, the goal statement, and 

the preference tiers. Implementation procedures may be amended periodically to insure that the policy 

requirements are being met or to bring about efficiencies in the implementation of the program based on 

the practice and experience of running the program.  

 

*Note that supply and delivery contracts are exempted from these Section 3 Policy requirements.  

 

 

HARRIS COUNTY HOUSING AUTHORITY PREFERENCE TIERS  

Harris County Housing Authority's preference is to ensure that as many housing authority residents as 

possible are employed. In an effort to further that goal, the Authority has created the following preference 

tier structure. Vendors are asked to comply with Section 3 by first considering Category I, hiring at the 

site where work is being performed. If the vendor demonstrates to the Authority's satisfaction the inability 

to hire at the site, the Authority's next preference is for the vendor to hire residents from other Authority 

properties and/or programs (Category II). If the vendor cannot meet its Section 3 goal in this manner and 

needs to move to other categories, the vendor must document this inability to comply with the preference.  

 

I. Preference for Section 3 Residents in Training and Employment Opportunities  

Category I  Train/hire residents from the site where the work is being performed  

 

Category II  Train/hire residents of other housing developments and/or programs managed by the 

housing authority that is expending the covered assistance 

 

Category III  Train/hire participants in a HUD Youthbuild-like program being carried out in the 

metropolitan area or Non-metropolitan County in which the covered assistance is 

expended 

 

Category IV  Train/hire other Section 3 residents  
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II. Preference for Section 3 Business Concerns in Contracting Opportunities  

Category I Businesses   

Business concerns that are 51 percent or more owned by residents of the housing development or 

developments for which the Section 3 covered assistance is expended and whose full-time 

permanent workforce includes 30 percent of these persons as employees (or 30% of persons who 

were Section 3 residents within 3 years of their first employment) 

 

Category II Businesses  

Business concerns that are 51 percent or more owned by residents of other housing developments 

or developments managed by the housing authority that is expending the Section 3 covered 

assistance and whose full-time, permanent workforce includes 30 percent of these persons as 

employees (or 30% of persons who were Section 3 residents within 3 years of their first 

employment) 

 

Category III Businesses 

Business concerns that are 51 percent or more owned by residents of the housing development or 

developments for which the Section 3 covered assistance is expended 

 

Category IV Businesses 

Business concerns that are 51 percent or more owned by residents of other housing developments 

or developments managed by the housing authority that is expending the Section 3 covered 

assistance 

 

Category V Businesses  

HUD Youthbuild-like programs being carried out in the metropolitan area in which the  Section 3 

covered assistance is expended 

 

Category VI Businesses 

Business concerns that are 51 percent or more owned by Section 3 residents and: 

i. whose permanent, full-time workforce includes no less than 30 percent Section 3 

residents; or  

ii. that subcontract 20 percent or more of the total amount of the contract (including 

modifications) and subcontracts 25 percent of the subcontracted amount to Section 3 

business concerns 

 

Category VII Businesses 

Business concerns that are 51 percent or more owned by Section 3 residents 

 

NOTE: For contracts or purchase orders $100,000 or less, other economic opportunities can be identified 

without regard for the Harris County Housing Authority's preference requirements. 

 

 

SECTION 3 COMPLIANCE REQUIREMENTS  

 

Hiring 

A. Background  

1. The Section 3 regulations provide that recipients, their contractors, and any subcontractors 

demonstrate compliance by employing Section 3 residents as 5% of the aggregate number of new 

hires.  



11/20/2013 

2. The Section 3 Regulations, at CFR Part 135, require that in affordable housing programs, 

compliance efforts shall be directed to provide training and employment opportunities to Section 

3 residents in accordance with the HCHA preference tier structure.  

3. If a new hire is needed and a Section 3 resident is identified, that Section 3 resident will be 

required to submit evidence of Section 3 status to the recipient, contractor or subcontractor.  

4. The Harris County Housing Authority requires a preference for hiring from the development 

where work is being performed. However, the Harris County Housing Authority will not require a 

vendor to hire from the development at the site if:  

a. A pre-identified list of Section 3 residents from a job site contains no persons qualified to 

perform the work. Qualified residents from other developments shall then be considered. 

b. The vendor's workforce is adequate to do the job and no new hiring is needed. In the 

event that no new hires are needed, vendors must pursue other avenues of compliance as 

set forth in the Harris County Housing Authority's preference tier structure.  

 

B. Compliance  

1. As part of each bid or proposal submitted, the respondent must document their workforce by 

position. Such information will be re-verified at the commencement of the contract.  

2. Vendors will be required to submit documentation in the form of payroll forms submitted weekly 

that clearly identify the Section 3 hires. The vendor must comply with the Section 3 requirement 

throughout the life of the contract. Harris County Housing will periodically audit this 

information. Failure to comply with the weekly submittal of payroll shall result in the delay of 

payment.  

3. Harris County Housing Authority residents by virtue of their income are Section 3 residents. 

Contractors employing Harris County Housing Authority residents must retain documentation 

that demonstrates any Harris County Housing Authority residents hired to meet Section 3 

employment goals are:  

a. identified on the lease of household, that is lease compliant; and  

b. able to provide to the contractor or subcontractor the client number for the household 

where Harris County Housing Authority residency is claimed. This client number must 

appear on the certified payrolls submitted by the vendor to verify a Section 3 hire.  

4. Non-Harris County Housing Authority households claiming Section 3 status must be prepared to 

submit evidence of income and residency in Harris County at the time of hire. As part of the 

Section 3 compliance process, vendors will be required to document that employees hired meet 

the residency and income requirements.  

 

Contracting 

A. Background  

1. The Section 3 Regulations, at 24 CFR Part 135, provide that the Harris County Housing 

Authority, its contractors and subcontractors may demonstrate compliance by awarding contracts 

to Section 3 business concerns or to vendors who contract with such firms.  

2. Harris County Housing Authority's contracting goals require that Section 3 firms receive at least:  

a. 10 percent of the total dollar of all Section 3 covered contracts for building trades work 

for maintenance, repair, modernization or development of public or Indian housing; or  

b. 10 percent of the total dollar amount of all Section 3 covered contracts for building trades 

work arising in connection with housing rehabilitation, housing construction and other 

public construction; and 

c. 3 percent of the total dollar amount of all other Section 3 covered contracts.  

3. Goals apply to the entire amount of Section 3 covered assistance awarded to a recipient in any 

federal fiscal year (FFY), October 1- September 30. Correspondingly, Harris County Housing 

Authority's goals shall apply to the total dollar amount of each contract or purchase order.  
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4. Recipients that award contracts to contractors that will provide training or hiring, must ensure that 

contractors provide training, employment and contracting opportunities to Section 3 residents and 

Section 3 business concerns.  

5. Efforts shall be directed to award contracts to Section 3 business concerns according to HCHA 

preference categories.   

 

B. Compliance  

1. Business concerns claiming Section 3 status based on ownership and workforce or workforce 

only (as applicable) must meet that status at the time the bid or proposal is submitted to the Harris 

County Housing Authority.  

2. Anyone claiming to be a Section 3 resident or business concern shall be required, as set forth by 

procedure, to provide evidence of such status.  

3. Pursuant to 24 CFR 135.36 (c) any firm, prime or subcontractor claiming Section 3 status must 

demonstrate to the Authority's satisfaction that the business concern is responsible and has the 

ability to complete the work under the terms and conditions of the proposed contract. In 

evaluating firms under this provision the Authority will examine:  

a. the work history and prior performance of the firm;  

b. the requirements of the job verses the skills evidenced by the firm through its owners, 

officers, principals, and key staff;  

c. technical and logistical capacity to complete the work considering contracts already 

awarded to the firm by the Authority or others;  

d. bonding capacity and ability to obtain required insurance (with allowances for 

disadvantaged or startup firms);  

e. evidence of past sanctions imposed by the Authority or others; and  

f. evidence that the firm, its principals, associates, partners, subcontractors or others have 

not acted or colluded in order to circumvent the compliance process by structuring 

contractual or other relationships or engaging in practices designed to comply with 

Section 3 only to obtain the preference without regard to the work requirements of the 

job.  

4. A business concern need not hire to be considered a Section 3 business provided that:  

a. the business concern is 51 % or more owned by a Section 3 resident; or  

b. the business concern's workforce consists of sufficient numbers of Section 3 residents to 

qualify the vendor as a Section 3 business (30% or more of the full-time workforce 

consists of Section 3 residents, or persons who were Section 3 residents within 3 years of 

first employment); or  

c. the business concern subcontracts 20% or more of the total amount of the contract 

(including modifications) and in turn subcontracts 25% of the subcontracted amount to 

Section 3 business concerns (25% of20%); or  

5. After award of a contract, if a business concern must hire to maintain the Section 3 workforce 

percentage, new hiring efforts must be made in accordance with the Harris County Housing 

Authority preference tier for hiring (Category I).  

6. If a business concern claims Section 3 status by virtue of workforce composition, documentation 

of the 30% workforce requirement must be submitted to the Authority as part of the response to 

the bid, quote, or proposal. Further, the firm must maintain the Section 3 workforce percentage 

throughout the life of the contract. Workforce composition is subject to audit.  

7. A business concern (including joint-ventures) seeking to qualify for a Section 3 preference shall 

certify and submit evidence that they are entitled to the applicable Section 3 preference and that 

they are a Section 3 business concern as defined in 24 CFR, Part 135 and by the Harris County 

Housing Authority pursuant to this policy. Prime or subcontractors must submit documentation 

(including workforce composition data) as part of any bid, quote, or proposal submitted to the 

Harris County Housing Authority. Additional documentation is required for joint-ventures.  
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8. Firms that claim Section 3 business status by subcontracting (25% of 20%) of the total contract) 

to other Section 3 businesses must require that the subcontractor(s) provide ownership or 

workforce documentation as applicable. The prime contractors must keep such records on file and 

available for review by the Authority. Such documentation must also be submitted as part of any 

bid, quote or proposal.  

9. Subcontractors identified by any prime contractor claiming Section 3 status per item 6 must be a 

Section 3 business by ownership and/or workforce as defined in this policy. Subcontractors used 

by prime contractors to comply with item 6 cannot claim Section 3 status by further 

subcontracting.  

10. Section 3 Joint-Ventures - to meet Section 3 contracting goals the Authority is permitted to 

contract with an association of firms as least one of which meets the Authority's definition of a 

Section 3 business concern. A definition of a joint venture is provided in the definition section of 

this policy. Compliance requirements for joint-ventures are discussed below.  

11. Joint-Ventures are subject to the following documentation requirements:  

a. The joint-venture agreement must be in writing and must be submitted as part of the 

response to any bid or proposal solicited by the Harris County Housing Authority. In 

order for the Authority to evaluate the "adequacy" and "capacity", the agreement must 

describe in sufficient detail the area(s) of work assigned to each member of the joint-

venture.  

b. The joint-venture agreement must reference a completed and fully executed joint-venture 

certification, as provided by the Authority, which must also be attached to the joint-

venture agreement as an exhibit.  

c. The Harris County Housing Authority requires that the Section 3 joint-venture partner is 

a bona-fide Section 3 business; therefore, the joint-venture shall provide documentation 

that shows that the Section 3 partner meets the ownership and workforce, or workforce 

requirements established in this policy. Section 3 joint-venture partners cannot use 

subcontracting to establish their status as a Section 3 business concern.  

d. Section 3 requires that the joint-venture partner be responsible for a clearly defined 

portion of the work. Proposals or bids must specify the labor hours assigned to and the 

compensation to be received by the Section 3 joint-venture firm.  

e. Section 3 firms in the joint-venture must be qualified to perform the scope of work and 

have the capacity to complete the work assigned under the joint-venture agreement (see 

item b above). 

 

Bid or Proposal Evaluation 

A. Vendors who fail to address Section 3 requirements will be deemed nonresponsive.  This means that 

in the proposal or bid documents submitted to the Harris County Housing Authority, the Contractor's 

Affidavit and Compliance commitment must be completed including applicable attachments and 

supporting documentation to support claims of compliance by hiring, contracting, or other economic 

opportunities.    

 

B. After written notice from the Harris County Housing Authority specifying the defects in the Section 3 

information, vendors will be given no more than 5 business days to complete the form and provide all 

required documents. Failure to respond within the 5 days will result in the Authority declaring the 

bidder or respondent non-responsive. The contract or bid will then be awarded to the next lowest 

bidder or to the respondent with the next highest score. Where the selection is a qualifications-based 

procurement, the Harris County Housing Authority will award to the firm that is the next highest 

ranked.  
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DEFINITIONS  

 

NEW HIRES- Persons selected to fill full-time, temporary or seasonal employment opportunities.  

 

RESIDENT OWNED BUSINESS (ROB)- A ROB is a business concern owned or controlled by 

affordable housing residents, that is: (a) at least 51 % owned by one or more affordable housing residents; 

and (b) whose management and daily business operations are controlled by one or more such individuals. 

For the purpose of Section 3 compliance, a ROB must also meet the Housing Authority's definitions of a 

Section 3 business concern as described below.  

 

EMPLOYMENT OPPORTUNITIES GENERATED BY SECTION 3 COVERED ASSISTANCE- All 

employment opportunities generated by the expenditure of Section 3 covered PIH assistance (i.e. 

operating assistance, development assistance, and modernization assistance) and with respect to Section 3 

covered housing and community development assistance, all employment opportunities arising in 

connection with Section 3 covered projects, including management and administrative jobs (including 

architectural, engineering, or related professional services and jobs directly related to administrative 

support of these activities) connected with the Section 3 covered project.  

 

RECIPIENT- Any entity which receives Section 3 covered assistance, directly from HUD or from another 

recipient and includes, but is not limited to, any State, unit of local government, PHA, IHA, Indian Tribe, 

or other public body, public or private nonprofit organization, private agency or institution, mortgagor, 

developer, limited dividend sponsor, builder, property manager, community housing development 

organization, resident management corporation, resident council, or cooperative association. Recipient 

also includes any successor, assignee, or transferee of any such entity, but does not include any ultimate 

beneficiary under the HUD program to which Section 3 applies and does not include contractors.  

 

SECTION 3- Section 3 of the Housing and Urban Development Act of 1968, as amended (12 U.S.C. 

1701u).  

 

SECTION 3 BUSINESS CONCERN- As defined by the Harris County Housing Authority, a Section 3 

business concern is one:  

A. That is fifty-one (51 %) or more owned by Section 3 residents; or  

B. Whose full-time employees includes persons, at least 30 percent of whom are current Section 3 

residents, or were Section 3 residents within three (3) years of the date of first employment with 

the business concern; or  

C. That provides evidence of a commitment to: (1) subcontract 25 percent or more of the total 

amount of the contract (including any modification); and (2) in turn subcontracts in excess of 25 

percent of the amount from (1) to Section 3 business concerns as defined in A or B (25% of 

20%).  

 

Example: If the contract amount is $1,000,000, vendor must subcontract at least 20% or 

$200,000. Of the $200,000, 25% or $50,000 must go to Section 3 business concern(s) as defined 

in A or B.  

 

SECTION 3 CLAUSE- The contract provisions and sanction set forth in 24 CFR 135.8.  

 

SECTION 3 COVERED ACTIVITY- Any activity that is funded by Section 3 covered assistance 

including Affordable housing assistance.  

 

SECTION 3 COVERED ASSISTANCE- There are no dollar amount thresholds for PIH (Public and 

Indian Housing) funded Section 3 covered activities. Section 3 applies to all contractors and 
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subcontractors performing work in connection with the following assistance regardless of the amount of 

the contract or subcontract:  

 Public and Indian housing development assistance provided pursuant to Section 5 of the 1937 Act;  

 Public and Indian housing operating assistance provided pursuant to Section 9 of the 1937 Act;  

 Public and Indian housing modernization assistance provided pursuant to Section 14 of the 1937 Act;  

 Section 8 assistance for work arising in connection with; housing rehabilitation, housing 

construction, or other public construction projects.  

 

SECTION 3 COVERED CONTRACT- A contract or subcontract (including a professional service 

contract) awarded by a recipient or contractor for work generated by the expenditure of Section 3 covered 

assistance or for work arising in connection with a Section 3 covered proj ect. "Section 3 covered 

contracts" do not include contracts for the purchase of supplies and materials except, whenever a contract 

for materials includes the installation of the materials, the contract constitutes a "Section 3 covered 

contract."  

 

SECTION 3 COVERED PROJECT- The construction, reconstruction, conversion, or rehabilitation of 

housing (including reduction and abatement of lead-based paint hazards), other public construction which 

includes buildings or improvements (regardless of ownership) assisted with housing or community 

development assistance.  

 

SECTION 3 JOINT VENTURE- An association of business concerns, one of which qualifies as a Section 

3 business concern, formed by written joint venture agreement to engage in and carry out a specific 

business venture for which purpose the business concerns combine their efforts, resources, and skills for 

joint profit, but not necessarily on a continuing or permanent basis for conducting business generally, and 

for which the Section 3 business concern:  

 Is responsible for a clearly defined portion of the work to be performed and holds management 

responsibilities in the joint venture; and  

 Performs at least 25% of the work and is contractually entitled to compensation proportional to its 

work.  

 

SECTION 3 RESIDENT-  

A. An affordable housing resident or  

B. An individual who resides in Harris County and who meets the following criteria:  

i. Low-income persons-families (or single persons) whose incomes do not exceed 80 per 

centum of the median income for the area.  

ii. Very low-income persons-families (or single persons) whose incomes do not exceed 50 per 

centum of the median income for the area.  

 


