By: Motivation, Incorporated

Instructor

J. Keith Swiney, President/CEO

SECTION 3 SUCCESSES

Tonya F. is a mother of 4
and was a HCV holder when
she attended our Resident
Section 3  Professional
Property Management
teasing Consultant Training
in August 2012, At that
time, HUD paid almost her
entire rent. Today she pays
all of her near $1,000 rent.
Upon  completing  the
intense week-fong, triple
certification course, she
perfected her resume and
began interviewing. Now
one vyear later, she s
growing in a career and has
changed her life and the
lives of her children.

The agency invested $294 in
Tonya that week, matched
by a like in-kind donation
from Mo-inc. and the ROl to
that community te date is
over $39,000 as she inspires
others to do the same.

SECTION 3 CERTIFIED
: COORDINATOR TRAINING

{ This training is designed to certify that the trainee is fully equipped to execute the position of Section 3
Coordinator or Section 3 Compliance Professional in a public housing authority or municipal environment.
All rights reserved ©Motivation, Inc. 2013




SECTION 3 CERTIFIED COORDINATOR TRAINING

DAY ONE

I, Detailed Training of the
Regulation from The writing of
the regulation & all the updates
through today

TRAINING STATEMENT AND  |i "
METHODOLOGY

implementation

This training is designed to thoroughly
teach the attendee on Section 3 Based DAYS TWO & THREE

answers, the exact day the information
may vary. The first day is designed tof;
cover in detail the regulations of the 24

CFR Part 135 (Section 3 of the HUD Act

of 1968 as amended) and how best tolj
implement the regulation in a variety ofi|
HUD funded environments including
public and Indian Housing and Municipalji V. HUD Section 3 FAQ
Community Development Programs. '

The Certified Coordinator Level 100 Training is
an in depth study into the “How To” functions
of doing the job and best practices

il 2003 & 2013 OIG Reports on
HUD Non-Compliance

. o ; V. Historical Cases
Please keep in mind that Motivation, Inc.};

is a Faith-Based, For-Profit, 22-year old|| Vi,
minority owned corporation. Therefore, i
if during the training the instructor
makes any biblical references it's merely/| VIl
a personal expression of faith and not
intended to offend, recruit or otherwisel! VIIL
call into question anyone’s personall;
beliefs. As a product of public housing|i
and low income communities, it's that]
faith that saw me through and saved me|} IX.
from becoming a statistic. Absent that, |}
this training is not facilitated by me. X,

Section 3 Coordinator Position
Description

Doing the Job with Coordination
Maximizing Leverage Funds to

Achieve Section 3 Successes into
the Future

Monitoring and Reporting

Certification Exam

Unless otherwise identified, the matertals included In this manual are considered the professional, real and
inteliectual property of Motivation 1, incorporated. Copying whole or in part is strictly prohibited without prior
written permission. All HUD/OIG data was extracted from their respective public websites and Is quoted
accordingly.

PO Box 486, Datlas, GA 30132 — 678-794-3066 Direct Cell - keiths@motivation-inc.com
©Motivation, Inc. 2013 | EDUCATION AND EXPERIENCE
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Stakeholders Implementation:

Recipients, Residents & Advocates

SECTION 3
COMPLIANCE &

IMPLEMENTATION
2016

Experienced Section 3 Compliance

Services Since 1997

<«0ur Firm:

Has provided Technical Assistance Training to 37 State Public

Housing and Community Development Agencles

Represents PHA's, Indian Tribes, Cities, Counties States,
Contractors, Developers and RAB's

»

Has the only fully encompassed $3 web-based compliance

management system nationally

!
Cfe

Is a DOL Approved Service Provider and Instructor
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Bibliography

1. 1998 CFR Title 24, Volume 1

2. Federal Register /Vol. 75, No. 60 /Tuesday, March 30,
2010 /Notices 15767

3. US Code 1701u. Economic opportunities for low- and
very low-income persons

s, Federal Register: June 30, 1994 Part VI Department of
Housing and Urban Development 24 CFR Part 135 and
-__Subtitle A et al. Economic Opportunities for Low-and
Ve ncome Persons; Interim and Final Rules 2

Where Did Section 3

Originate?

% In the Cabinet Room of the White House in 1966,
President LBJ convened a private meeting in which the
Civil Rights Act was written. Section 3 (24 CFR Part 135)
of that Act was birthed at the same time by enhancing

the current PIH regulations.

1 .. "
B Y

20 Messages & $78 Billion in
the 1969 FY Budget
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Burden of Compliance

uThe Department that compliance with section 3 is
not without cost or burden to recipients and
contractors, but that burden, in large part, is imposed
by statute

1 The statute requires recipients, their contractors, and
subcontractors, to provide, to the greatest extent
feasible, economic opportunities to low- and very
low-income persons o i,

{

- R i ) M
S %
o E;r ’\s i‘f,é{\'u
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: Overview -
; . i (. aj%fxm}é ahie ,. “
.K{\(\_ ¢ .‘&‘ &E‘K}&X E:{ y ‘- 7‘].)
ot | | WV Seks houndarkes
Mgy Ve % 1. Section 3 (S3) Residents are Low and Very Low Income persons 4 e '\}mﬁe;%.
) dh LU that reside within the legal boundaries of a city or county Wi .
Ygh (10RH respectively and have 80% or less of the AMI Dot ook (1697
2. Section 3 Business Concerns {S3BC) are legal businesses ousiess

xowned by a $3 Resident (ROB) at 51% or greater,
substantially’ﬁ%mpiovs $3 Residents at 30% or greater or sub-
contracts 25% of their total award to another S3BC

‘ L3
P, e POER O

%3 Section 3 requires Notice, Encouragement and Facilitation
towards Training, Employment and Contracting T
“~-.__Dpportunities being offered to Section 3 Residents and

Co rs to “the greatest extent feasible” s
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24 CFR Part 135.1 Purpose

§ (a) Section 3. The purpose of section 3 of the
Housing and Urban Development Act of 1968 (12
U.S.C. 1701u) (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
~-._yery low income persons, ...

24 CFR Part 135.1 Cont’d

... particularly those who are

recipients of government

assistance for housing, and to

business concerns which provide
gconomic opportunities to low-

and very low-income persons.
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The Latest Section 3 Assault

Newest HUD “Guidance” for all Housing Providers (April 3, 2016)
During his speech at the NLIHC National Conference in
Washington, DC, Secretary Castro tied in Section 3 as a
portal of employment opportunities for the target group.

Office of General Counsel Guidance on Application of Fair
Housing Act Standards to the Use of Criminal Records by
Providers of Housing and Real Estate-Related Transactions

The Latest Section 3 Assault

& ¢ As many as 100 million U.S. adults — or nearly one-third of
the population — have a criminal record of some sort.

> Yet many formerly incarcerated individuais, as well as
individuals who were convicted but not incarcerated,
encounter significant barriers to securing housing,
including public and other federally-subsidized housing,
because of their criminal history. In some cases, even
individuals who were arrested but not convicted face
difficulty in securing housing based on their prior arrest.
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The Latest Section 3 Assault

« A housing provider violates the Fair Housing Act when
the provider's policy or practice has an unjustified
discriminatory effect, even when the provider had no
intent to discriminate,

 Under this standard, a facially-neutral policy or
practice that has a discriminatory effect violates the
Act if it is not supported by a legally sufficient
justification.

The Latest Section 3 Assault

[iThus, where a policy or practice that restricts access
to housing on the basis of criminal history has a
disparate impact on individuals of a particular race,
national origin, or other protected class, such policy or
practice is unlawful under the Fair Housing Act if it is
not necessary to serve a substantial, legitimate,
nondiscriminatory interest of the housing provider, or
if such interest could be served by another practice

-—__ that has a less discriminatory effect.
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The Latest Section 3 Assault

[IThus, where a policy or practice that restricts access
to housing on the basis of criminal history has a
disparate impact on individuals of a particular race,
national origin, or other protected class, such policy or
practice is unlawful under the Fair Housing Act if it is
not hecessary to serve a substantial, legitimate,
nondiscriminatory interest of the housing provider, or
if such interest could be served by another practice
~..__ that has a less discriminatory effect.

HUF FAQ Posted on the
HUD.GOV Website #2
By to the —Greatest Extent Feasible||, the Department means @?“ﬁ‘ ‘ ke
the every effort must be made to comply with the reguiatory Y JMQJ‘*Q C doﬁ@c ‘
requirements of Section 3. By this, the Department means ges “C‘w&i" W

#that recipients of Section 3 covered financial assistance
should make every effort within their disposal to meet the
regulatory requirements. For instance, this may mean going V
a step beyond normal notification procedures for employment (g Ssead
and contracting procedures by developing strategies that will ey

_specifically target Section 3 residents and businesses for these

types-efgconomic opportunities.
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Interim Rule Challenges!

Yo Yenpaherel

Source: taterim Rufe 6/30/19%4
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N project or activity assisted by
Yo Ve gohedl HUD financial assistance

N dee Stte ¢ e ﬂgf %ﬁ

~~.._covered by section 3.
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5

Defining a HUD Funded Applicant

ot Applicant means any entity which makes an Application
for section 3 covered assistance, and includes, but is not

limited to, [135.5] any
State, Unit of Local Government
Public Housing Agency
indian Housing Authority
Indian Tribe
Other Public Body
Public Organization
onprofit Organization 15

N v R W e
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Defining a HUD Funded Applicant

8. Private Agency or Institution

9. Mortgagor

10. Developer

11. Limited Dividend Sponsor

12. Builder

13. Property Manager

14. Community Housing Development Organization (CHDO)
15. Resident Management Corporation

_16. Resident Council

: erative Association

17

FINAL RULE PREDICTION

Based on the OMB number
expiration dates on the 60002
Summary Report and 958
Complaint Register, it's our §
belief that something is in the §
works to change or update the !

~-Part 135 Rule.

18
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What is “Preference”?

Preference as it’s indicated throughout the regulation is
never actually defined but gives the impression that
When all other factors remain equal when considering a
person or contractor, certain “considerations” should be
granted the Section 3 Person or Contractor to allow them
an edge over non-Section 3 persons or contractors.

This is my interpretation as HUD has not provided a clearer
definition.

HUD’s Answer to Preference?

1 The section 3 preference in hiring for low- and very low-
income persons, and in contracting for businesses
owned by these persons was not created by the 1992
Act.

0 Section 3, when originally enacted in 1968, provided for
this preference.

io
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Targeting Opportunities

¥ The 1992 Act amends section 3 to require that in
providing preference to jow- and very low-income
persons, recipients, contractors, and subcontractors

must first target for job opportunities to smaller groups

within the broad category of low-income persons, such

as public housing residents.

dou “‘“C’“’“‘ﬁ‘fi
e f..fcﬁﬂ“‘w* )
Vook o 1 oo 5’
:&gmmﬁd Ap - %A;‘w "

21

Interim Rule Challenges!

Souiree: totmion Rute 853071554 4, Cimication of Ppose wad 4 pphcatsiny o] Stction 3 -Proeiding Prefy rescs Wit Teonomic Dpportengins A Cetwrated

% Section 3 does NOT require the creation of

economic opportunities for low- and very low-

income persons, or for anyone, simply for the sake
of creating economic opportunities. Section 3

requires that when employment or contract

opportunities are generated because a project or

tivit

il
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Interim Rule Challenges!

5% IV, OarFiration of Pepont and Appbc il of Section 1—Providing Pruferviice Whe s Ecsnomi: Oppartanias kry benereeed

undertaken by a recipient of HUD financial
assistance necessitates the employment of additional

personnel through individual hiring or the awarding of

contracts for work, the recipient must give preference in

hiring to low- and very low-income persons..., and
contracting to businesses owned by these persons or

“--That substantially employ low- and very low-income persons.

2

Interim Rule Challenges!

Souy e frtevim Rite B/ 30F179N 74 CaFraing of Purpose and Apphicabifity ol Srclion }—Prowidty Prefi faace Wik n Etopomk Opposesmises Are Geaerated

+ When the need to employ additional personnel or to

contract for work occurs (which is frequently the case
when HUD financial assistance is expended), the recipient

or contractor will be recruiting individuals, and soliciting

contractors, for these economic opportunities.

24

12
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Interim Rule Challenges!

551 IV, Clar Hicarie of burpesse and K pplicabiiy of Sectin 3—Providing Prefere tce Whea Ecsnaenic Oppoctunitics Ry Geaecpesd

Section 3 requires that recipients not only include low-

and very low-income persons in these recruitment and
solicitation efforts, but that, in fact, extra or greater

4 efforts be undertaken to make these persons aware of

the existence of the economic opportunities,

Encourage their application for these opportunities, and
Facilitate the employment of, or award of contracts to,
- these persons

The Rule Simply Defined

Section 3 requires that when triggered, recipients, contractors
and sub-contractors of certain financial assistance, to the

areatest extent feasible, provide Training, Employment and

Contracting opportunities to low-income residents/persons in

connection with projects and activities in their neighborhoods

26

13
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The Rule Simply Defined

% O Section 3 covered contract means a contract or sub-
contract (including a professional service contract)
awarded by a recipient or contractor for work generated
by the expenditure

O “Section 3 covered contracts” also do not_include
contracts for the purchase of supplies and materials.

However, whenever a contract for materials includes the

“~jngtallation of the materials, the contract constitutes a
| :?Md ’

The Rule Simply Defined

R g
X O Section 3 covered project means the construction, %ei}: P Qﬁ ff}
reconstruction, conversion or rehabilitation of housing ‘3{“@' ;;‘3
(including reduction and abatement of lead-based paint C

hazards), other public construction which includes

i4
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How This Affects Public and Indian

Housing Residents

¢1960.255 - Self -Sufficiency Incentives Disallowance of
increase in annual income

Definition: Previously unemployed includes a person who
has earned, in the twelve months previous to
employment, no more than would be received for 10
hours of work per week for 50 weeks at the established
minimum wage ($8.25 x 10 x 50= $4,125)

3

How This Affects Public and Indian
Housing Residents

960.255 - Self -Sufficiency Incentives Disallowance of
increase in annual income

A family residing in public housing:

& Whose annual income increases as a result of
employment of a family member who was unemployed
for one or more years previous to employment

s  Whose annual income increases as a result of increased
earnings by a family member during participation in any
economic self-sufficiency or other job training program; or

15
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How This Affects Public and Indian
Housing Residents

A family residing in public housing:

a. Whose annual income increases, as a result of new
employment or increased earnings of a family member,
during or within six months after receiving assistance,
benefits or services under any state program for

temporary assistance for needy families funded under

Title IV of the Social Security Act

a1

How This Affects Public and Indian

Housing Residents

960.255 - Self -Sufficiency incentives Disallowance of increase
in annual income Period; (As defined in 5.609 of this title)

Disallowance of Income

* 100% of new qualified Income the 15t 12 months
* 50% of new qualified Income the 2" 12 months
« Maximum 48 month period for disallowance

+ Does not apply for purposes of admission to the program

EF)

16
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How This Affects

Disabled Residents

Self-sufficiency incentives for persons with disabilities—
Disallowance of increase in annual income. (24 C.F.R. § 5.617)

O A family residing in housing assisted under:

« HOME Investment Partnerships Program (24 CFR part 92)

« Housing Opportunities for Persons w/AIDS (24 CFR part 574}
« Supportive Housing Program (24 CFR part 583)

« Housing Choice Voucher Program (24 CFR part 982)

How This Affects

Disabled Residents

Self-sufficiency incentives for persons with disabilities—
Disallowance of increase in annual income.
(24 C.F.R. §5.617)

Disallowance of Income
+ 100% of new qualified Income
* 50% of new qualified Income
« Maximum 48 month period for disallowance
_*Does not apply for purposes of admission to the program

17



Open for-Everyone

Gender and Race®

Neutral

‘What This Means to You

There is no direct relationship of:

. Minority Owned Businesses

. Women Owned Businesses

. Disadvantaged (8a) Owned Businesses |

- *|t Does give preference to American-Indian Owned
%‘,&é Bus] and Enterprises in contracting
TR

o

5/19/2016

Ex)

RS

18




What Programs are Covered?

Section 3 applies to HUD

Employment Readiness Training— Florence, At

funded expenditures from
Public and Indian Housing
assistance for:

.+ Development

+ Operations

What PIH Contracts are Affected by
Section 37

. All housing owned or managed by a PHA

. There are no dollar thresholds for Public and Indian
Housing assistance

. Section 3 applies to all activities regardless of the
dollar amount

. The requirements also apply to all contractors
regardless of the dollar amount of the contract
135.3(3)]

38

5/19/2016
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Funds Covered by Community

Development

Any project whole or in part (Based
on the applicable thresholds)
funded using:

. Community Development Block

Grants (CDBG)
. HOME Funds

-« -Homeless Assistance Funds

What Work is Covered by
Community Development?

Section 3 applies to HUD funded
Community Development
Program funds provided to state
and local governments for:

. Housing Rehabilitation

. Housing Construction

R Other Public Construction

5/19/2016

20
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What Multi-Family (MF) Programs

" are Covered?

Where a managing general partner or management
agent is affiliated, in a given metropolitan area, with
recipients of section 3 covered housing assistance, for
an aggregate of 500 or more units in any fiscal year,
the managing partner or management agent may
demonstrate compliance by committing to employ
section 3 residents as:

. 30% of the aggregate number of new hires

_ MF Mortgagers must provide Preference to Section 3
B ingss Concerns during construction work [135.11(2)]

41

 Effect on H&CD Recipients

Housing and Community Development
Assistance

(A} Recipient thresholds [135.3(3)(ii)]

The requirements of this part apply
to Recipients of other housing and
Community Development programs
for which the amount of the
assistance exceeds $200,000.

21
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X Effect on H&CD Recipients

L

Wy
&
~ é? >M< (B) Contractor and subcontractor thresholds
%i{‘ff“ N el135.3(3)(ii)]

The requirements of this part apply to
contractors and subcontractors performing work
on section 3 covered project(s) for which the
amount of the assistance exceeds $200 000; and

However, the Rec:lplent MUST meet compliance

-__on every dollar they spend or award despite the
con

43

Effect on H&CD Recipients

A State or county which distributes funds for Section FOMT YT ok
H ‘. Y L ; g‘ i
3 covered assistance to units of local governments, a0 { RO AN
: L@ﬁ{?’ O ot
to the greatest extent feasible, must attempt to b o B u}iﬁb
reach the numerical goals set forth in 135.30 o W k@\f” Neha
A g L ‘} N
regardless of the number of local governments %y@v * ‘ ?9}’2§ | g{%ﬁgtﬁ}%
receiving funds [135.32(f)] xggf*ﬁ”‘;‘iﬁiﬁl . & . Dl
=y
W6
{/ )E’pj,f ;jﬁ}’%
o \\}
a4 S
X\j{;’ v
o f/}{/ﬁv
N

22
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Effect on H&CD Recipients

% + The State or county must inform units of local
government to whom funds are distributed of the
requirements of Section 3

. Assist local governments and their contractors in
meeting the requirements and monitor the performance
of local governments with [135.32(f)]

45

Full Project Encumbrance
Despite Funding Sources

R

« Applicability of section 3 to entire project or activity
funded with section 3 assistance. [135.3(3{C)(b)]

. ;jﬁ The requirements of this part apply to the entire
ﬁg” project or activity that is funded with section 3
_ \a\;{ f‘? covered assistance, regardless of whether the
. @“’ e section 3 activity is fully or partially funded with
C& &Y section 3 covered assistance.
¥

I

23
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| Coordination with Other

Federal Agencies

The Secretary shall consult with the Secretary of

Labor, the Secretary of Health and Human Services, the
Secretary of Commerce, the Administrator of the Small
Business Administration, and such other Federal
agencies as the Secretary determines are necessary to
carry out this section,

Not later than 180 days after October 28, 1992, the
Secretary Shall promulgate regulations to implement
~-this section. [1701u(f)(g)]

47

Other Federal Agencies to

Comply with Section 3

TN S, HUD-DOT-EPA Interagency Partnership for
o “‘% Sustainable Communities
@7

5 %

Press Release: HUD Secretary Donovan
Annourices 5100 Miflion in Grants Available as
Part of New Sustainable Regional Planning
Grant Program {06/10)

1. Federal Highway Administration (DOT)
2. Environmental Protection Agency
_ 3. Department of Commerce

48

24
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What The Regulation Doesn’t Fully

Address

There are two major areas of concern when addressing
Section 3 at ground level:

1. State and Local Procurement Laws
2. Labor (Union) Contracts

1. State and Local Procurement Laws

«Business concern means a business entity formed in
accordance with State law, and which is licensed under
-. State, county or municipal law to engage in the type of

What The Regulation Doesn’t
Fully Address

0y
W0
2. Unions and Labor Contracts . ,&Egy g;f%d“'
The regulation requires Labor Unions to meet the Qy‘;ﬁf@’ ‘ \{‘v@lﬁﬁ
regulation. See the Section 3 Clause 135.38(C) C‘ﬁ\i {”&;gg} |
Apprenticeship programs are covered in the regulation Uﬂ

and may be utilized but may not fully meet the
requirements

«§ 135.11 (2) {d) Other laws governing training,
: loyment, and contracting

25
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The 24 CFR 85.36 WINS!!!

§ 135.11(a) Procurement standards for States and local governments
(24 CFR 85.36)—(1} General

Nothing in this part 135 prescribes specific methods of
procurement. However, neither section 3 nor the
requirements of this part 135 supersede the general
requirement of 24 CFR 85.36(c) that all procurement
transactions be conducted in a competitive manner
consistent with 24 CFR 85.36{c){2), section 3 is a Federal
statute that expressly encourages, to the maximum extent
f ible, a geographic preference in the evaluation of bids
or proposars:

51

Who is a Section 3 Resident and

How is Priority Provided?

Section 3 (TIER 1} Residents are: @» ‘
« Persons whose total household income is 80% or less of Q;J\}?y
AMI in ANY HUD assisted housing, including: § ¥ ?@}ﬁ“

PIH & Housing Choice Voucher Holders @
Substance Abuse Rehabilitation Housing
+ Domestic Violence Shelters R
* Transitional Housing Facilities
» Homeless Shelters

eterans Housing

26
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Who is a Section 3 Resident

and How is Priority Provided?

Section 3 (TIER 11) Residents are:

s Persons in the area where the HUD financial assistance
is spent

« Including the metropolitan city or non-metropolitan
county of the project

.+ _Participants in Yo

53

What is a Section 3 Business

Concern and Who Gets Priority
in Contracting?

A business that:
% 1. Is 51% or more owned and operated by Section 3
residents (ROB=Resident Owned Business);
X 2. Employs Section 3 residents for at least 30% of its full-
time, permanent staff {Commits to 30% Section 3
New Hires); or
¥(3. Provides evidence of a commitment to sub-contract
' to Section 3 business concerns or ROB, 25% or more
of the dollar amount of the awarded contract.

27
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Safe Harbor Compliance

+In the absence of evidence to the contrary, a

recipient that meets the minimum numerical goals set fort
in this section will be considered to have complied with the
section 3 preference requirements, {135.30}
w1 ey ey ONE U el
.+ 10% of the total dollar amount. of annual Building Trades 2 16 fo “\( e
Contracts to Section 3 Concerns - woed cookuckss 1 Je& prefevonc

K . 3% of the total dollar amount of annual “Other” N
Contracts to Section 3 Concerns U f‘i&p y
O Y P

+ Commits to 30% New Hires annually for projects R S;‘w

[1 5 & (d) Page 697]

Comp_liance Goals for H&CD

State and Local governments must:

. Attempt to meet numerical goals

. At their own discretion establish a priority to
recipients of government assistance with a;

. Preference to section 3 persons in the area of the
project, Youthbuild, the homeless then other section 3
- residents [135.34(1){iv)]

28




Resident Self-Certification

A person seeking the training First 5 employees of the Jusisdiction-wide
{AHA} ROB “Resldents Work, LLC”, ROB
and em P onm entp reference president, resident services coordinator and

President /CEQ of Mo-Inc.

provided by section 3 bears the
responsibility of providing
evidence (if requested) that the
person is eligible for the
preference. [135.5]

Resident Owned Businesses
Reminder

A Resident Owned Business (ROB} is any legally formed
business, meeting all the state and local requirements
to engage in its declared type of business

* That ROB must be 51% or more owned and operated
by Section 3 residents

* That resident can come from Tier | or Tier |l

_ *Thereis no requirement that ROB employ any Section

58

5/19/2016
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Contractor Self-Certification

Businesses shall self-certify
as to their qualification for
Section 3 “preference.” Ifin
doubt, supporting evidence
may be requested .

[135.36(b)

35

Employers Claiming the 30%
Preference Reminder

«Any contractor/vendor claiming preference by meeting the
30% current aggregate Section 3 employees or committing
to 30% new hires {Tier | as first attempt):

« Must be prepared to provide proof of current for payroli
low income employees

« Provide a strategy as to how they plan to identify Tier |
new hires (As first attempt)

« In either case, the 30% must be maintained for the life of
overed assisted contract

5/19/2016

30
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All Employment Counts

« Recipients are required, to the greatest extent
feasible, to provide all types of employment
opportunities to low- and very low-income persons,
including permanent employment and long-term jobs

« Recipients and contractors are encouraged to have
Section 3 residents make up at least 30% of their
permanent, full-time staff

61

36 I\/Io_nth Look-back for Section
3 New Hire Status

* « Section 3 business concern means a business
concern, as defined in this section.........

+ {2) Whose permanent, full-time employees include
persons, at least 30 percent of whom are currently
section 3 residents, or within three years of the date

of first employment with the business concern were

section 3 residents

62
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Identifying Section 3 Residents

Businesses can recruit Section 3 residents in public
housing developments and in the neighborhoods where
the HUD assistance is being spent by:

. Contacting resident organizations and local community
development agencies

- Distributing flyers throughout the community
» Posting signs at the project sites

. Placing ads in local newspapers
“ialling Motivation, Inc. at 678.794.3066

63

Commitment to Sub-Contract
25% of Total Award Reminder

Any contractor that commits to sub-contracting 25% of
its total award to a ROB or 30% Employee Section 3
Concern must:

« Ensure that the ROB be 51% or more owned and
operated by Section 3 residents

« Ensure that the 30% employer meets the rule

~ *Ensure that the percentage is accurate based on the
ward
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Joint Venture Partnerships

Providing Other Economic Opportunities {135.40(2)]

« A section 3 joint venture means 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
- thesestign 3 business concern: o

Joint Venture Partnership

% JVP’s Continued

+ (i) Is responsible for a clearly defined portion of the
work to be performed and holds management
responsibilities in the joint venture; and

«(ii) Performs at least 25 percent of the work and is
contractually entitled to compensation proportionate to

its work.
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Maintaining Good Records

« 24 CFR Part 135.92 — Economic Opportunities For
Low- and Very Low-Income & Appendix’s Persons

HUD shall have access to all records, reports,
and other documents or items of the recipient
that are maintained to demonstrate compliance
with the requirements of ..section 3 covered
assistance is provided or otherwise made
available to the recipient or contractor.

&7

Related Regulations

« 24CFR 963.3 — Subpart A Contracting with Resident
Owned Businesses-Applicability

The policies and procedures contained in this part
apply to public housing developments that are owned
by public housing agencies (PHAs) and that are
covered by Annual Contributions Contracts (ACC) with
the Department.

&8
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Inclusion of Residents

« 24 CFR 964.11 — Tenant Participation and Tenant
Opportunities in Public Housing-Subpart A- HUD Policy on
Tenant Participation

HUD promotes resident participation and the active
involvement of residents in all aspects of a HA's
overall mission and operation.

69

Supborting Regulations

« 24 CFR 964.140 — Tenant Participation and Tenant
Opportunities in Public Housing-Subpart B-Resident
Training. The categories in which training could occur
include:

(1) Community organization and leadership

(2) Organizational development for RMC’s and Resident

Councils

(3) Public housing policies, programs, rights and

responsibilities

“---{4) Business entrepreneurial training, planning and job
- skills

i
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Supporting Regulations

Chapter 15. Employment & Training Opportunities And
Contracting With Residents, Resident-owned, Small,
Minority, And Other Disadvantaged Businesses

+15.1  General

HUD strongly supports a policy of providing training and
employment opportunities to residents and contracting
with residents and resident owned businesses, including
.. RMC’s, whenever possible.

* RMC=Resident Manogement Carporation 7

- Supporting Regulations

« 24 CFR 963.10 — Subpart B Contracting with Resident
Owned Businesses-Eligible Resident-Owned Businesses

To be eligible for the alternative procurement process

provided by this part...the business concern must be:
a) Legally formed business
) Resident-owned business as defined by this part
() Responsible (Ability) to complete the contract; and

@ Limitation on alternative procurement contract awards of
N 000,000 or less

72
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~ Alternative Procurement

Process

Subpart B Contracting with Resident Owned Businesses-
Alternative Procurement Process Method of procurement,

In contracting with resident-owned businesses, the

PHA shall foliow the applicable method of

procurement as set forth in 24 CFR 85.36(d), with
solicitation limited to resident-owned businesses.
Additionally, the PHA shall ensure that the method

-.._of procurement conforms to the procurement

orth in 24 CFR 85.36(b). "

standar

Alternative Procurement
Process

(b) Contract awards. Contracts awarded under this part
shall be made only to resident-owned businesses

that meet the requirements of Section 963.10, and that
comply with such other requirements as may be required
of a contractor under the particular procurement and the
Department's regulations. An award shall not be made
to the resident-owned business if the contract award
exceeds the independent cost estimate required by 24
CFR 85.36(f), and the price normally paid for comparable
~-.supplies, services, or construction in the project area.
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Alternative Procurement

Process

(c) Contract Requirements. Any contract entered into
between a PHA and a resident-owned business under this
part shall comply with the contract provisions of 24 CFR
85.36(i); the provisions of 24 CFR 85.36(h), 24 CFR
968.240(d) or 24 CFR 968.335(c)(1)

The records for such procurement shall include:
Governing bonding requirements

Independent cost estimate & Comparable price analysis
Basis for contractor selection, applicable to the particular

..._procurement

Critical Parts of the

Regulations

. Notify Section 3 businesses of contracting
opportunities funded by section 3-covered
assistance. [135.32({a)]

. Notify all potential contractors for section 3-covered
projects of the section 3 contracting requirements and
include the required section 3 clause [135.38] in all
section 3-covered contracts [135.32(b}]

76
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Critical Parts of the

Regulations

X

. Not award contracts to any contractor who has
been found to have violated the section 3

requirements {135.32(d)]

. Take appropriate remedial action against
contractors who fail to comply with the section 3

uirements (e.g., termination) {135.38]

Critical Parts of the
Regulations

S+ Assist “Actively” cooperate with HUD in

e ottt
e i e
oottt

obtaining contractor/subcontractor compliance

with section 3 requirements {135.32(d)]

. Document actions {including results and
e
inipediments) taken to comply with section 3
,/M M——n—mmn—-—v‘

I

k]
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Critical Parts of the

Regulations

X+ Certify that the contractor did not circumvent the

"the contractor hired any persons not covered by
Section 3 between the time the contractor was

selected and the contract was executed. [135.38]

~ Critical Parts of the
- Regulations

X

Past compliance with the section 3 certification and
gualification requirements must also be considered.

[135.36(c)]

«You, as the recipient, must enquire of all contractors

what the method of compliance was on previous HUD

funded, covered assistance projects during
~.__procurement and certainly before award.
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Residents Filing Complaints

«The following individuals and business concerns may,
personally or through an authorized representative, file
with the Assistant Secretary a complaint alleging
noncompliance with section 3:
1. Any section 3 resident on behalf of himself or herself,
2. Arepresentative of persons similarly situated,
seeking employment, training or other economic
- opportunities generated from the expenditure

a1

Businesses Filing Complaints

3. Arepresentative who is not a section 3 resident but
who represents one or more section 3 residents;

4. Any section 3 business concern on behalf of itseif, or
as a representative of other section 3 business
concerns similarly situated, seeking contract
opportunities generated from the expenditure

5. An individual representative of section 3 business

concerns,

2

5/19/2016
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Filing and Processing Complaints

A complaint must be filed with the Assistant . @}}w

Secretary for Fair Housing and Equal Opportunity, 3
Department of Housing and Urban Development, M
L

Regional Field Offices.

+ A complaint must be received not later than 180 days

from the date of the action or omission-upen Wﬁiéﬁ“‘”

MM%MM
the complaint is based, unless the time for filing is
“-extended by the Assistant Secretary for good cause

shown.

Filing and Processing Complaints

K «Each complaint must be in writing, signed by the

complainant, and include:

@ The complainant's name and address;

«(ii) The name and address of the respondent;

«{iii) A description of the acts or omissions by the
respondent that is sufficient to inform the Assistant
Secretary of the nature and date of the alleged

mpliance.
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Filing and Processing Complaints

. Additional Data supporting a complaint must be
received by HUD within 60 or it may be closed

. Complaints may b‘gi;g;;onably and fairly amended at
any time. Such amendments may include, but are not
limited to, amendments to cure, technical defects or
omissions, including failure to sign or affirm a
complaint, to clarify or amplify the allegationsina

T laint, or to join additional or substitute

Filing and Processing Complaints

No recipient or other person shall intimidate, threaten,

coerce, or discriminate against any person of business because

the person or business has made a complaint, testified,

assisted or participated in any manner in an investigation,

proceeding, or hearing under this part.

. The identity of complainants shall be kept confidential except

to the extent necessary to carry out the purposes of this part,
.. including the conduct of any investigation, hearing or judicial

arising thereunder. .

5/19/2016

43



5/19/2016

Filing and Processing Complaints

To see the new report please follow this link:

http://portal.hud.gov/hudportal/documents/huddoc?id=
958.pdf

wa %Nm 056 HUD ekt

Compliance and Review Process

\* .A continuing failure or refusal by the recipient or
contractor to comply with the regulations in this part

may result in the application of sanctions specified in

the contract through which HUD assistance is provided,

or the application of sanctions specified in the
regulations governing the HUD program under which
HUD financial assistance is provided.
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Reporting and Record Keeping - \ninen stode tells
Ljoxﬁfb cend 1eports
. If the program providing the section 3 covered ~ gered Yoerm,

& assistance does not require an annual performance
report, the section 3 report s to be submitted by January
10 of each year or within 10 days of project completion,
whichever is earlier.

-Reporting Period is October 1st-September 30

« All reports submitted to HUD in accordance with the
___requirements of this part will be made available to the

%\ soctien 3 Smmery Report
. Eemmni Oppores Ses s
Lew — 7= a Very Low-nicers
% e T S T e
+

45



&\\% <Ko
Whak ZWos peen

Qtgonded Yo date.

1Flo s Ahe
Ousioer (eeded

for e dovl
Oolloxs st

Pt w: Cort iy Bemind

f

& e dalr xeand 16 8T o etk o 1 e [
U Toa? Al wevast W s it 3 S Hinararny s
£ Petw rge s ma ol b4 MSHERS bt o dud 4 Bty 3 v bii ™~

B Tl o e 4 St w3 Bk AL AR BT

2 bt Gt s Cera s

R Et T L}
3 Vo i tnrt o7 i b Pt AT SUReT L Srtan T e s H

e L -

R L T

PeANy pemmay

F3ipd pa prors mace ds dead e prmcaaod 0n et eimeas ors copude s Soa M LY 1Y) ool ni sy LT E
i e W @ e m e ks low it o a3y o Frst L pet=rit i ges
r be oy Ty e dal 0 srarctans.
wea e o ae o

e ot o kg P b Sy kol
i e d o 8 BT [ o Am o Qs [y et e Sd e i T e o ey e of Eacter 3imatores
. u & ot e e ety e a3 d bk S VTR At st

g ay
o P gt & A T3 I I EE TG BB s B Saction 3 e it b ot rd

TR S Sy e e T ey P A S e g P et
A & gt i
.‘”a(\._,wu-,mar'ci"ﬁlwm W s g P T s £ b e T £ T AN
romtar

g.mha...»,_w.m-m«wmmu:»: e 13U B <3 1ICTy rancater fond Bp Lo s vy et
T e med b £4 WA B And 4w smirg Ot Sormerd LT 3040 [TOT Rt 1¥ chrested
e dvga o B poerrin o preramant 3 ez WY
mnl-xlcrnFrn)’ T 28 ke A5y Do Coes LR N LG TN A e rCEmend BRIl VA Becaan ) 4a
winanr oo

Sl (\Q{\Cﬁ%\&*ﬁ uﬁhbh}

Getting it Done

IMPLEMENTATION

TIPS

91

%2
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Implementation Documentation

X

# 0 Mention Section 3 in legal ads for contracts

«Solicitation Checklist

» 0 Section 3 Clause in ALL solicitations
0 Respective HUD forms 5370C or 5370-C1
o All certification and action plan forms
o Assurance of compliance form
0 Prior compliance form
esident self-certification and affidavit

93

¥

aplementation-Document!

«The key to avoiding noncompliance is a simple one,
document and save everything including all:
¢ Contacts
* Flyers
* Phone calls
* Meetings
« Training attendance sheetse Training hours
» Resident training curricula
e Employment records

actors compliance when triggered a

5/19/2016
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Free Follow up

J. Keith Swiney
President/CEO
678.794.3066 (Cell)

keiths@motivation-inc.com

5/19/2016
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SECTION 3 CERTIFIED COORDINATOR TRAINING

2003
OIG
Report
on
HUD
Non-
Compliance
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SECTI@N 3 CERTIFIEP C@@RRBINATOR TRAINING

2003 OIG Report on HUD Compliance

Statistic:

A Recipient with 50 to 75 individual Contractors

and/or Sub-contractors annually should have a fulitime

$3 Coordinator and employ a system for monitoring

compliance. Add one person per every additional 50 contracts.

well, here you are, You're in the newest position created from a Congressional Act passed in 1968. So what
happened to cause your position so many years later?

The History of Section 3 and Office of Economic Opportunities

In 1966, President Lyndon B. Johnson held a private meeting in the White House with a group of Americans
concerned about human rights. From that meeting they produced an incredible piece of legislation; The Civil
Rights Act of 1968. The Act includes:

The Falr Housing Act of 1968

Section 3 {The Office of Economic Opportunities)

In 2003 HUD was cited by the Office of Inspector General for not ensuring compliance is being achieved.

Issue Date: June 24, 2003
Audit Memorandum No.; 2003-KC-0001

Title: Survey of HUD's Administration of Section 3 of the HUD Act of 19

We have completed a survey of HUD's administration of Section 3 of the Housing and Urban Development Act of
1968. The objective was to determine if HUD is administering Section 3 in accordance with the HUD Act of 1968,
We determined that HUD does not have adequate controls in place to ensure it is meeting the intended purpose of
Section 3 of the Act. However, at the time of our review we found that HUD is in the process of taking action to
address the control weaknesses, We found that the Office of Fair Housing and Equal Opportunity needs ta develop
and implement necessary controls to ensure the Section 3 program is functioning as intended by the HUD Act of
1968 as well as a timeframe to ensure controls are implemented expeditiously. At a minimum, these controls
should include:

M beveloping a system to track recipients

4 A method to evaluate the recipient reporting system

¥ Developing a system to manitor recipients that ensures contracts contain the Section 3 ¢lause, recipient
reporting system is effective and Section 3 residents are informed of and given available job and training
opportunities.

The Office of Fair Housing and Equal Opportunity agreed with the two recommendations we made and developed
various controls and timeframes to have the controls implemented to correct the program control weaknesses,

Issiee Date
lune 24, 2003
Audit Case Number

PO Box 486, Daltas, GA 30132 —678-794-3066 Direct Cell - keiths@motivation-inc.com
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SECTION 3 CERTIFIED COORDINATOR TRAINING

2003-KC-0001

To: Carolyn Peoples, Assistant Secretary for Fair Housing and Equal Opportunity, E
FROM: Roger E. Niesen, Regional Inspector General for Audit, 7AGA

SUBIECT: survey of HUD's Administration of Section 3 of the HUD Act of 1968
INTRODUCTION

We have completed a survey of HUD's administration of Section 3 of the Housing and Urban Development Act of
1968. Our objective was to determine if HUD is administering Section 3 in accordance with the HUD Act of 1968.
We determined that HUD does not have adequate controls in place to ensure it is meeting the intended purpose of
Section 3 of the Act, However, HUD is in the process of taking action to address the control weaknesses. The Office
of Falr Housing and Equal Opportunity recently expanded the Section 3 staff by 53 percent in fiscal year 2001 and
an additional 32 percent In fiscal year 2002. This allowed them to conduct 25 monitoring reviews of housing
authorities that received HOPE VI funding during fiscal year 2002, and to increase the planned number of
monitoring and technical assistance reviews to 30 in fiscal year 2003, The implementation of additional pianned
actions to correct the control weaknesses should help ensure Section 3 is more effectively managed.

During our survey we conducted interviews with appropriate headquarters and field staff in both the Office of Fair
Housing and Equal Opportunity and the Office of Public Housing. in addition, we reviewed the applicable Cade of
Federal Regulations, Office of Management and Budget Circular A-123 and the Section 3 portion of the HUD Act of
1968. We attempted to review HUD's guidance for the program, but found that it was outdated.

The survey period was October 1, 2001 through September 30, 2002. We provided a draft report to the Office of
Fair Housing and Equal Opportunity on April 25, 2003. The Office provided their written comments on June 11,
2003. The comments were considered in developing this final report. We conducted the survey in accordance with
Generally Accepted Government Auditing Standards.

In accordance with HUD Handbook 2000.06 REV-3, please provide us any correspondence or directives issued
because of the audit.

Should you or your staff have any questions please contact me at (913} 551-5870.

SUMMARY

HUD does not have adequate conitrols in place to ensure Section 3 is meeting its purpose as intended by the HUD
Act of 1968. We found that HUD has not implemented necessary controls for effective program oversight. Section
3 has not been an area of priority in the past because the recipients that receive HUD funding have the primary
responsibility for compliance. The regulations governing Section 3 are also vague as to determining the extent
economic opportunities are to be awarded to low-income individuals. As a result, HUD has no assurance that
Section 3 is functioning as intended by the HUD Act of 1968.

The Offtce of Fair Housing and Equal Opportunity has initiated actions to identify and correct program control
weaknesses. They have identified weaknesses in the Section 3 program and have begun developing corrective
actions to be completed by December 31, 2004.

BACKGROUND

Congress established HUD's Section 3 program with the Housing and Urban Development Act of 1968. HUD's
Office of Fair Housing and Equal Opportunity administers the program, The purpose of Section 3 is, to the greatest
extent feasible, to provide jobs and economic opportunities to low-income and very-low income persons,
particularly public housing residents. Section 3 also provides contracting opportunities for businesses that are
owned by low-income people or that provide employment to low-income people.

For training and employment, four categories of low-income persons (called Section 3 residents} receive priority:

PO Box 486, Dallas, GA 30132 — 678-794-3066 Direct Celi - keiths@motivation-inc.com
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SECTION 3 CERTIFIED COORDINATOR TRAINING

{1) Residents of public and assisted housing.
(2) Those living near a HUD-assisted project.
(3) Participants in Youthbuild programs.
{4) Homeless persons.

For contracting, businesses owned by Section 3 residents, businesses that employ Section 3 residents full time, and
subcontractors using such businesses recelve priority.

With respect to HUD's public housing programs, Section 3 applies to funds spent for development, operations, and
modernization, For HUD's other housing and community development programs, Section 3 applies to:

Housing rehabilitation {including lead-based paint hazard reduction).
Housing construction.
Other public construction projects.

Employment opportunities to be made available under Section 3 include administrative/management positions,
services such as appliance repair, carpet installation, landscaping, manufacturing, carpentry, and various
construction positions.

FINDING

HUD Does Not Have Adequate Controls Over Section 3

HUD does not have adequate controls in place to ensure Section 3 is meeting its intended purpose. We found that
HUD has not implemented important Office of Management and Budget Circular A-123 controls that are necessary
for effective program oversight. Although HUD considers Section 3 an important goal, Section 3 has not been a
priority area of emphasis because the primary responsibility for compliance is centered on recipients that receive
HUD funding and HUD does not have direct oversight. As a result, HUD has no assurance that Section 3 is
functioning as intended by the HUD Act of 1968.

Office of Management and Budget Circular A-123, Management Accountability and Control, provides the specific
requirements for developing and implementing appropriate cost-effective management controls for results-
oriented management and for assessing the adequacy of controls in place. The Circular guidance requires agency
managers to continuously monitor_the effectiveness of management controls associated with their programs.
Management has primary responsibility for monitoring and assessing controls, and should use other sources as a
supplement to its own judgment. Among the sources of information to be utilized by management are program
evaluations conducted on a regular basis. In addition, the agency managers are responsible for taking timely and
effective action to correct deficiencies identified by the variety of assessment and monitoring tools available to
management. Correcting deficiencies is an integral part of management accountability and must be considered a
priority by an agency.

We found that HUD did not have adequate controls to oversee the Section 3 program. We determined the
following key controls had not been effectively implemented:

Tracking of recipients.

Recipient reporting system.

Monitoring of recipients to include:

Review of recipient/contractor/subcontractor contracts to ensure they contained the required Section 3 clause,
Evaluation of the recipient reporting process.

Verification that the recipients are notifying Section 3 residents about training and employment opportunities.
Verification that the recipients recruited/hired Section 3 residents,

HUD does not have a system in place to track the recipients subject to Section 3 guidelines. HUD staff said that
since HUD does not directly distribute funding, it would be very difficult to track the recipients subject to the
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Section 3 guidelines. However, tracking_of recipients is a critical control that needs to be in place to determine
program compliance. HUD needs to develop a system as part of the funding process to identify recipients subject
to Section 3 requirements. Only after identifying all the recipients will HUD be able to develop and implement an
effective monitoring plan to ensure that awarded contracts contain the required Section 3 clause, recipients
accurately report information, and Section 3 residents are given the opportunity to be employed.

HUD has developed an on-line reporting system for recipients to file their annual reports as required by 24 CFR
135, but the recipients of Section 3 are not required to use the system, HUD's regulation 24 CFR 135.90 requires
that each recipient who receives direct HUD financial assistance subject to Section 3 requirements shall submit an
annual performance report. The mandatory use of the reporting system coupled with annual performance reports
should be used as part of the control process that needs to be developed.

HUD's regulation, 24 Code of Federal Regulations Part 135.74, says that the Assistant Secretary shal! periodically
conduct Section 3 compliance reviews of selected recipients and contractors. However, currently, HUD does not
have an effective system to accurately monitor the recipients subject to Section 3 guidelines. Prior to fiscal year
2002, no monitoring reviews were conducted of Section 3 recipients. The Office of Fair Housing and Equal
Opportunity conducted 25 monitoring reviews in fiscal year 2002, but selected only housing authorities that
received HOPE VI funding. HUD selected HOPE VI grants becayse they were large projects that could be easily

identified using Public Housing Authority records.

Within the last six months, the Office of Fair Housing and Equa! Opportunity has initiated several actions to identify
and correct program control weaknesses, such as expand the Section 3 staff, They have identified weaknesses in
the Section 3 program and have begun developing corrective actions. Examples of some of the corrective actions
HUD plans to undertake are as follows:

Expand the humber of reviews in 2003,

Develop comprehensive methodologies for compliance and monitoring reviews.
Draft clearer governing documents.

Develop a strategy work plan for tracking complaints.

Develop a clear definition of “to the greatest extent feasible.”

Incorporate HUB Directors into the Section 3 planning and monitoring process.
Revise the Section 3 regulation.

The Office of Fair Housing and Equal Opportunity has developed a schedule to have the corrective actions
completed by December 31, 2004,

We believe the weaknesses in the program have occurred primarily because HUD does not directly distribute
funding for Section 3 activities. While the funding comes from various departments within HUD, it is the activities
undertaken with those funds that are subject to Section 3 guidelines. The primary responsibility for compliance Is
at the reciplent level. In addition, the regulations governing Section 3 are vague as to determining the extent
economic opportunities are to be awarded to low-income individuals.

We commend HUD for its attempts to improve its administration of the Section 3 program. If implemented, HUD's
planned improvements will certainly improve this program. Therefore, HUD should now work on finalizing and
implementing a plan that will identify all of the recipients that are subject to Section 3 requirements, require
accurate and complete reporting by the recipients, and ensure an effective method of monitoring of the recipients.
The plan should include a specific timetable for impiementation.

AUDITEE COMMENTS
A summary of HUD's comments on our draft report follow. Appendix A, page 8, contains the complete text of the
comments.
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in fiscal year 2001 the Office of Fair Housing and Equal Opportunity expanded the Section 3 staff by 53 percent,
and an additional 32 percent in fiscal year 2002 to enable staff to conduct monitoring reviews of housing
authorities. In fiscal year 2003, Section 3 staff not only increased monitoring and technical assistance reviews from
25 to 30, but exceeded this amount by 6 additional reviews to date [June 11, 2003].

Most recently, the Section 3 staff has developed a strategic plan to enhance the efficiency and effectiveness of the
program. The goals of the strategic plan are to:

Evaluate existing policies and procedures;
Update education and outreach materials;
Increase collaboration with other major HUD program areas.

Also under this strategic plan, Section 3 staff has affected actions to execute Memeranda of Agreement with other
federal agencies (e.g. Department of Labor, Department of Health and Human Services, ete.} and Memoranda of
Understanding for training, outreach, and education with faith-based and community-based organizations,
advocacy groups, and other community stakeholders. The pian seeks also to increase awareness among residents
of the Section 3 program. Increased awareness will likely result in a rise in the number of Section 3 grievances flied.

The Office of Fair Housing and Equal Opportunity also provided a specific list of corrective actions to be completed
by December 31, 2004 to address the finding in the report pertaining to:

Tracking of recipients

Recipient reporting system

Monitoring of recipients fo include:

Review of recipient/contractor/subcontractor contracts to ensure they contained the required Section 3 clause
Recruiting/hiring of Section 3 residents.

0OIG EVALUATION OF AUDITEE COMMENTS

We commend the Office of Fair Housing and Equal Opportunity for the great strides it has taken towards
developing and implementing controls over the Section 3 program. If the controls described by the Office of Fair
Housing and Equal Opportunity are fully implemented, they should strengthen the Section 3 program and correct
program control weaknesses.

The Office of Fair Housing and Equal Opportunity provided their planned actions and dates for corrective action
with their comments. Therefore, we have input December 31, 2004 as the planned completion date for
Recommendation 1A and have closed Recommendation 1B in the Department’s Audit Resolution and Corrective
Action Tracking System,.

RECOMMENDATIONS
We recommend the Assistant Secretary for Fair Housing and Equal Opportunity:

1A, Develop and implement necessary controls to ensure the Section 3 program is functioning as intended by the
HUD Act of 1968, At 3 minimum, these controls should include:

Developing a system to track recipients

A method to evaluate the recipient reporting system

Developing a system to monitor recipients that ensures contracts contain the Section 3 clause, recipient reporting
system is effective and Section 3 residents are informed of and given available job and training opportunities.

1B, Develop a timeline to ensure controls are implemented expeditiously.

MANAGEMENT CONTROLS
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Management controls include the plan of organization, methods, and procedures adopted by management to
ensure that its goals are met. Management controls include the processes for planning, organizing, directing, and
contrelling program operations. They include the systems for measuring, reporting, and monitoring program
performance.

We determined that the following management controls were significant to our audit objective:
Controls over the monitoring process.

Controls over recipient contracts.

Controls over recipient reporting.

Controls over recipient hiring.

Controls over recipient tracking.

it is a significant weakness if management controls do not provide reasonable assurance that the process for
planning, organizing, directing, and controlling program operations will meet an organization’s objectives.

Based on our survey, as presented in the finding, we believe the following issues represent significant weaknesses
in HUD's control environment:

HUD does not have a system in place to accurately monitor the recipients subject to  Section 3 guidelines.

HUD does not have a system in place to track the recipients subject to Section 3 guidelines.

HUD does not have controls over the review of awarded contracts for the required Section 3 clause.

HUD does not have controls over the recipients reporting process.

HUD does not have controls over the recruiting and hiring of Section 3 residents,

FOLLOW-UP ON PRIOR AUDITS
This is the first OIG review of Section 3 of the Housing and Urban Development Act of 1968,

Appendix A

Auditee Comments

Congress established the Section 3 program with the passage of the Housing and Urban Development Act of 1968.
Since its enactment, Section 3 has been a statutory basis for providing to low- and very low-income residents,
economic opportunities generated from projects receiving HUD financial assistance. The Housing and Community
Development Act of 1992 {1992 Act) significantly revised Section 3 but did not alter the objective. The 1992 Act
instead strengthened the Section 3 mandate by clarifying the types of HUD financial assistance, activities and
recipients subject to the requirements of section 3, identified the specific individuals and businesses that are the
intended beneficiaries, and established the order of priority in which these individuals and businesses should be
recruited and solicited,

On October 8, 1993 {58 FR 52534}, HUD published a proposed rule to incorporate the comprehensive changes
required to make part 135 consistent with the changes made by the 1992 Act. On June 30, 1994, an interim rule
{59 FR 33866} was published. This rule reduced and simplified the provisions of the October 8, 1993 proposed rule.

Since that time, outside of the cursory nods given to the Section 3 proposed final rule, Section 3 has not occupied a
position of great priority; the recipients themselves have been deemed to be responsible for monitoring their own
compliance.

in Fiscal Year {FY} 2001, however, the Office of Fair Housing and Equal Opportunity expanded the Section 3 staff by
53 percent to enable staff to conduct monitoring reviews of housing authorities, adding in FY 2002 an additional 32
percent. in FY 2003, Section 3 staff not only accommodated the increase from 25 planned monitoring and technical
assistance reviews the previous fiscal year, but also exceeded the management plan goals of 30 by 6 additional
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SECTION 3 CERTIFIED COORDINATOR TRAINING

reviews to date, These are a few of the actions that have been implemented to begin correcting the weaknesses in
effectively managing the Section 3 program.

Most recently, Section 3 staff has developed a strategic plan designed to enhance the efficiency and effectiveness
of the program. The goals of the strategic plan are to

Evaluate existing policies and procedures;
Update education and outreach materials;
increase collaboration with other major HUD program areas.

Also under this strategic plan, Section 3 staff has affected actions to execute Memoranda of Agreement with other
federal agencies {e.g. Depariment of Labor, Department of Health and Human Services, etc.) and Memoranda of
Understanding for tratning, outreach, and education with faith-based and community-based arganizations,
advocacy groups, and other community stakeholders. The plan seeks also to increase awareness among residents
of the Section 3 program. Increased awareness will likely result in a rise in the number of Section 3 grievances filed.

Following is a specificilist of corrective actions planned (or in place) to address the findings of this audit:

HUD does not have a system in place £0 accurately monitor the recipients subject to Section 3 guidelines,

Organize task forces of staff members from Section 3 and other major HUD program areas to develop and
impiement a successful policy for monitoring HUD recipients subject to Section 3 guidelines.

By When: September 30, 2003
Incorporate HUB Directors into the planning of Section 3 monitoring reviews,

By When: Ongoing
Update procedural Handbook 8023.1 dated July 1992,

By When: September 30, 2003 - Begin clearance process

correspondhg reCiplentS

By When Decemberal 2004

By When: September 30, 2004
HUD does not have controls___over the rewew of awarded contracts for the requwed Section 3 ciause

remplents Sect:on 3 complfance capabsllty and/or.hlstory‘

By When: December 31, 2004
HUD does not have controls over the recipients’ reporting process.
Develop an-online system for tracking the receipt {or lack) of all HUD. rec;plents 'HUD Form: 60002

By When: September 30, 2004
HUD does not have controls over the recruiting and hiring of Section 3 residents,
Revise the Sectaon 3 regulatton to clear: definition of “to. the greatest extent feasible.”

By When: September 30, 2004
increase the number of technical assistance and monitoring reviews in FY 2003.
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By When: Completed
Develop.a strategy work plan

ching corplants)

By When: September 30, 2004
e

opportunities available.through HUD-assisted projects;

By When: September 30, 2004

-End of OIG Report-
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FROM: Ronald J. Hosking, Regional Inspector General for Audit, TAGA

SUBJECT: HUD Did Not Enforce the Reporting Requirements of Section 3 of the Housing and
Urban Development Act of 1968 for Public Housing Authorities

Attached is the U.S. Department of Housing and Urban Development (HUD), Office of
Inspector General’s (OIG) final resuits of our review of HUD’s oversight of Section 3 of the
Housing and Urban Development Act of 1968 for public housing authorities.

HUD Handbook 2000.06, REV-4, sets specific timeframes for management decisions on
recommended corrective actions. For each recommendation without a management decision,
please respond and provide status reports in accordance with the HUD Handbook. Please furnish
us copies of any correspondence or directives issued because of the audit.

The Inspector General Act, Title 5 United States Code, section 8L, requires that O1G post its
publicly available reports on the OIG Web site. Accordingly, this report will be posted at
http://www.hudoig.gov.

If you have any questions or comments about this report, please do not hesitate fo call me at
913-551-5870.

Office of Audit Region 7
400 State Avenue, Suite 501, Kangas City, KS 66101
Phone (913) 551-5870, Fax (913} 551-5877
Visit the Office of Inspector General Web site at www.nidolg, gov,
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HUD Did Not Enforce the Reporting Requirements of
Section 3 of the Housing and Urban Development Act of
1968 for Public Housing Authorities

We reviewed the U.S, Department of
Housing and Urban Development’s
(HUD) oversight of Section 3 of the
Housing and Urban Development Act
of 1968 due to concerns over HUD’s
ensuring economic opportunities for
low- and very low-income persons. Our
audit objective was to determine
whether HUD enforced the
requirements of the Section 3 program
for Recovery Act Public Housing
Capital Fund recipients.

We recommend that HUD (1)
implement the new HUD-60002
submission and tracking system, (2)
design a method to follow up on
missing and inaccurate information in
HUD-60002 submissions, {3) publish
final regulations, and (4) require
housing authorities to support $26
million in payments. We also
recommend that HUD (1) establish
policies and procedures that implement
a system of escalating administrative
measures, including progressive
remedies and sanctions, to be applied
against housing authorities that do not
submit a HUD-60002 and (2) establish
a methodology to incorporate Section 3
compliance in risk assessments.

HUD did not enforce the reporting requirements of the
Section 3 program for Recovery Act Public Housing
Capital Fund recipients. Specifically, HUD failed to
collect Section 3 summary reports from all housing
authorities by the required deadline and verify their
accuracy. In addition, it did not sanction housing
authorities that failed to submit the required reporting
information. As a resuit, 1,650 nonsubmitting housing
authorities may have falsely certified compliance. In
addition, they did not provide HUD and the general
public with adequate employment and contracting
information.,
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BACKGROUND AND OBJECTIVE

The U.S. Department of Housing and Urban Development’s (HUD) Office of Fair Housing and
Equal Opportunity (FHEO) administers Federal laws and establishes national policies to ensure
that all Americans have equal access to the housing of their choice. In addition, it interprets
policy, processes complaints, performs compliance reviews, and offers technical assistance to
local housing authorities and community development agencies regarding Section 3 of the
Housing and Urban Development Act of 1968.

Section 3 is HUD’s policy for providing preference to low- and very low-income residents and
the businesses that employ them. Section 3 residents live in the community where applicable
HUD funds are spent. Section 3 businesses substantially employ these residents for new
cmployment, training, and contracting opportunities created from the use of covered HUD funds.
All public housing funds administered by the Office of Public and Indian Housing (PIH) are
subject to Section 3 while certain programs administered by the Office of Community Planning
and Development, Multifamily Housing and the Office of Healthy Homes and Lead IHazard
control are subject to these requirements within certain limits.

Each recipient (and its contractors, subcontractors, or subrecipients) is required to comply with
the requirements of Section 3 to the greatest extent feasible. These requirements include
attempting to ensure that a minimum of 30 percent of all new jobs created go to Section 3
residents, 10 percent of all construction contracts are awarded to Section 3 businesses, and 3
percent of all non-construction contracts are awarded to Section 3 businesses. In addition,
recipients are required to document their efforts to comply with these thresholds if they fail to
meet them and annually submit a summary report to HUD on their Section 3 compliance.

On February 17, 2009, the President signed the American Recovery and Reinvestment Act,
which included a $4 billion appropriation in Public Housing Capital Fund grants to public
housing agencies. The first and most important goal of the Recovery Act was to preserve and
create jobs and promote economic recovery. Since Recovery Act funding was specifically
intended to create jobs and other economic opportunities for those most impacted by the
recession, compliance with the requirements of Section 3 was critical. In addition, in fiscal years
2011 and 2012, HUD awarded $2.04 billion and $1.875 billion, respectively, in Public Housing
Capital Fund grants. These grant funds are available for capital and management activities,
including the development, financing, and modernization of public housing projects. These
programs are administered by PIH.

FHEO enters into voluntary compliance agreements (VCA) when it concludes that recipients
violate Section 3 requirements. These VCA’s list all the actions that they must take to come into
compliance, FHEO field offices conduct compliance or complaint reviews that lead to the
implementation of VCA’s.

Our audit objective was to determine if HUD enforced the requirements of the Section 3 program
for Recovery Act Public Housing Capital Fund recipients.



RESULTS OF AUDIT

Finding 1: HUD Did Not Enforce the Reporting Requirements of the
Section 3 Program

HUD did not enforce the reporting requirements of the Section 3 program for Recovery Act
Public Housing Capital Fund recipients, FHEO lacked a collection system able to identify
missing and inaccurate reports, and it did not have procedures to follow up on submissions and
refer to PIH any noncompliant housing authorities. As a resuit, 1,650 of 3,102 public housing
agencies failed to submit their Section 3 annual summary reports and potentially falsely certified
compliance with Section 3. In addition, they did not provide HUD and the general public with
adequate employment and contracting information,

HUD did not enforce the reporting requirements of the Section 3 program for
Recovery Act Public Housing Capital Fund recipients. In addition, it did not
sanction housing authorities that failed to submit the required reporting
information.

HUD-60002 Form Collection

FHEO failed to collect the required Section 3 Annual Summary Reports (form
HUD-60002) from all housing authorities by the deadline. It did not fully track
housing authorities that had not submitted their reports by the deadline, As of
October 23, 2012, HUD had not collected HUD-60002 forms for 2011 from 1,650
of 3,102 (53 percent) housing authorities and had not followed-up with them.

Each housing authority is responsible for submitting form HUD-60002 in
accordance with 24 CFR (Code of Federal Regulations) 135,90, which requires
housing authorities to submit this form to HUD by January 10 of each year. The
requirements of Section 3 apply to all housing authorities regardless of size or the
number of units, except those that administer only Section 8 (see appendix C).

HUD-60002 Form Verification
FHEO did not verify the accuracy of the forms or follow up on clearly
noncompliant information. For example,

o Thirty-six HUD-60002 submissions reported more Section 3 jobs created
than the total number of jobs created.

¢ One housing authority reported 26 total new hires and no Section 3 new
hires,

o Another reported 11 total new hires and no Section 3 new hires.




¢ Another reported that it awarded more than $170 million in total
construction contracts and $257 million in non-construction coniracts,
none of which went to Section 3 business concerns. Since the goal for
construction contracts is 10 percent and 3 percent for non-construction
contracts, it should have awarded at least $24.71 million in contracts to
Section 3 businesses.

e Another reported that it awarded more than $12.2 million in total
construction contracts, none of which went to Section 3 business concerns.
It should have awarded at least $1,22 million in construction confracts to
Section 3 businesses,

¢ Two reported that they each awarded about $1.5 million in total
nonconstruction contracts, none of which went to Section 3 business
concerns. Each should have awarded at least $45,000 in non-construction
contracts to Section 3 businesses.

In all these cases, the housing authorities did not provide on their summary
reports any justifications for failing to meet minimum Section 3 thresholds. In
total, four of the housing authoritics awarded more than $442 million in contracts
of which at least $26 million should have been awarded to Section 3 businesses,

Lack of Sanctions for Noncompliance

HUD did not sanction housing authorities that failed to submit the required
reporting information. These housing authorities’ HUD assessment scores,
troubled status, or availability of funding was unaffected by their failure to submit
their HUD-60002 reports. They continued to conduct business as usual in spite of
their failure to comply with Section 3. PIH has not sanctioned any public housing
authority for Section 3 noncompliance as this is not an area they normally

enforce. Section 3 is typically viewed as the domain of FHEO.

FHEO lacked a collection system able to identify missing and inaccurate reports,
and it did not have procedures to follow up on submissions and refer to PTH any
noncompliant housing authorities.

HUD-60002 Collection System

FHEO lacked an electronic collection system able to identify missing and
inaccurate HUD-60002 forms. The system used by FHEO during the audit period
had several weaknesses:

e It allowed housing authorities to submit reports that did not indicate
efforts to meet the minimum requirements.

e It allowed housing authorities to report logically impossible data such as
Section 3 jobs created that were larger than total jobs created.




¢ It allowed data entry errors in the housing authority name, location, grant
number, and grant amount fields.

¢ It did not allow housing authorities to view their previous HUD-60002
submissions.

e It did not produce immediate reports that let FHEO management know
which housing authorities had not submitted their repoits.

o It did not notify delinquent housing authorities that they had not submitted
their reports.

To determine which housing authorities had submitted HUD-60002 forms, FHEO
staff had to download the raw data from the system and then manually determine
which ones had submitted and which ones had not yet submitted their reports.
FHEO developed a new system, which will address many of the weaknesses in
the current system. The system is expected to go live in June 2013, FHEO plans
an additional future system enhancement, which will more completely address the
weaknesses in the current system.

Lack of Procedures

FHEO had not established procedures to follow up on missing or inaccurate
information in HUD-60002 submissions or to refer housing authorities to PIH
when they fail to make the required submissions or corrections. Afier conducting
on-site compliance reviews or complaint investigations, FHHEO negotiates VCAs
with housing authorities to resolve the findings. Outside this practice, FHEO
lacks procedures for broader follow up and referral. PIH would have to
administer monetary sanctions since it administers the capital fund program. In
addition, the sanctions available to FHEO, based on interim regulations, only
included debarments, suspensions, and limited denials of participation, which
were not very effective against housing authorities. These interim regulations
have been in place since 1994.

FHEO had developed new draft regulations to establish greater sanctions for
noncompliance, including recapturing, ineligibility for, and withholding funding
to strengthen the overall effectiveness of Section 3. However, FHEO has been
unable to get departmental clearance for the proposed new regulations due to
disagreements with HUD’s Office of Community Planning and Development on
the interpretation of the regulations.

For 2011, 1,650 housing authorities could be falsely certifying compliance. In
addition, they did not provide HUD and the general public with adequate
employment and contracting information,

The housing authorities that did not submit their Section 3 annual reports
potentially submitted false Cettifications of Compliance (form HUD-50077) with
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their annual plans. With this form, housing authorities certify that they will
comply with all of the requirements of Section 3 as well as many other program
requirements for the upcoming year. When housing authorities have not been
complying with the Section 3 reporting requirement for prior report petriods, they
may not comply with the requirements going forward. Additionally, on the form,
housing authorities certify that they are in compliance with all applicable Federal
statutory and regulatory requirements. Housing authorities submit the form
HUD-50077 with their annual plans in order to receive their annual funding.
These certifications carry a warning that HUD will prosecute false claims and
statements and convictions may result in criminal or civil penalties or both.

In addition, these housing authorities did not provide HUD and the general public
with adequate information. HUD needed that information to determine whether
Section 3 effectively generated opportunities for economically disadvantaged
people and businesses. In addition, the housing authorities deprived the public of
information that the Section 3 regulation entitled it to receive.

' HUD did not enforce the reporting requirements of the Section 3 program for
Recovery Act Public Housing Capital Fund recipients. It must remedy this
situation to ensure that these housing authorities meet Section 3 requirements for
their future capital funds. FHEO must have a better system and procedures for
tracking, following up on, and refetring Section 3 reporting deficiencies. In
addition, PTH could develop more effective sanctions that impact housing
authorities’ scoring and funding. For example, if HUD stops accepting annual
certifications from housing authorities that have not submitted their HUD-60002
reports, it will encourage them to submit their forms so they can receive their
annual funding.

We recommend that the Deputy Assistant Secretary, Enforcement and Programs,
Office of Fair Housing and Equal Opportunity,

1A. Implement the new HUD-60002 submission and tracking system that has
been in development as well as the planned system enhancement.

1B. Establish procedures to follow up on missing and inaccurate information in
HUD-60002 submissions.

1C. Establish procedures regarding when to refer to PIH any housing authoritics
that fail to make the required submissions or corrections.




1D.

1E,

Resolve issues with the Office of Community Planning and Development
and complete the process to publish final regulations for 24 CFR Part 135.

Require the six housing authorities included in this finding that reported
Section 3 noncompliance to provide justification or support that they met the
goals. If they cannot show compliance, enter into a voluntary compliance
agreement to bring their Section 3 programs into compliance, or refer them
to PIH for repayment of the $26 million that should have been used for
Section 3.

We recommend that the Deputy Assistant Secretary, Field Operations, Office of
Public and indian Housing,

IF.

1G.

Establish policies and procedures that implement a system of escalating
administrative measures, including progressive remedies and sanctions, to
be applied against housing authorities that do not submit a HUD-60002
when noncompliance is reported to PIH by FHEO,

Establish a methodology to incorporate Section 3 compliance (based on
reporting compliance data from FHEO) in risk assessments for housing
authorities that receive capital fund grants,




SCOPE AND METHODOLOGY

To accomplish our objective, we
¢ Reviewed relevant laws, regulations, and HUD guidance,

o Interviewed HUD staff, and

e Reviewed HUD-60002 submissions.

In addition, we reviewed Section 3 compliance review letters of finding issued, complaints
processed, and voluntary compliance agreements executed by HUD in 2011 and 2012. We also
observed a compliance review in January 2013.

We obtained from FHEO a download of 4,967 records of HUD-60002 submissions. We then
sorted by construction contracts, non-construction contracts and jobs created to identify PIAs
that had 1) the largest total dollar amount of construction contracts awarded and the lowest
amount of Section 3 construction contracts; 2) the largest total dollar amount of non-construction
contracts awarded and the lowest amount of Section 3 non-consfruction contracts; 3) the highest
amount of total jobs created and the lowest number of Section 3 hires. We selected two PHAs
from each category by sorting and taking the top two that did not list their efforts towards
meeting the requirements. We only considered entities that received PIH funding. We then
reviewed all the submissions from those PHAs.

Section 3 rules also apply to community planning development entities such as cities and
municipalities, We did not review these entities because it was outside the scope of the audit.

We relied in part on data maintained by HUD’s Section 3 Summary Report System. We
determined that the computer-processed data were sufficiently reliable for our purpose.

We performed our audit between October 2012 and March 2013 at HUD’s office in Washington,
DC, as well as at the Orlando Housing Authority at 390 North Bumby Avenue, Orlando, FL.
Our audit generally covered the period January 1, 2011, through October 31, 2012,

We conducted the audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objective.




INTERNAL CONTROLS

Internal control is a process adopted by those charged with governance and management,
designed to provide reasonable assurance about the achievement of the organization’s mission,
goals, and objectives with regard to

o Effectiveness and efficiency of operations,
e Reliability of financial reporting, and
e Compliance with applicable laws and regulations.

Internal controls comprise the plans, policies, methods, and procedures used to meet the
organization’s mission, goals, and objectives. Internal controls include the processes and
procedures for planning, organizing, directing, and controlling program operations as well as the
systems for measuring, reporting, and monitoring program performance.

We determined that the following internal controls were relevant to our audit
objective:

e Controls to ensure that ali public housing authorities submit form HUD-60002
for Recovery Act Public Housing Capital Fund activities to HUD by January 10
of every year.

¢ Controls to ensure that all public housing authorities properly and accurately
report Section 3 Recovery Act Public Housing Capital Fund activities to HUD.

We assessed the relevant controls identified above.

A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their
assigned functions, the reasonable opportunity fo prevent, detect, or correct (1)
impairments to effectiveness or efficiency of operations, (2) misstatements in
financial or performance information, or (3) violations of laws and regulations on a
timely basis.

Based on our review, we believe that the following item is a significant deficiency:
o HUD lacked a collection system able to identify missing and inaccurate

Section 3 reports and it did not have procedures to follow up on submissions
and refer to PIH housing authorities that were not properly reporting.
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APPENDIXES

Appendix A
SCHEDULE OF QUESTIONED COSTS
Recommend‘atmn Unsupported 1/
number
1E $26,025,191
i/ Unsupported costs are those costs charged to a HUD-financed or HUD-insured program

or activity when we cannot determine eligibility at the time of the audit. Unsupported
costs require & decision by HUD program officials. This decision, in addition to
obtaining supporting documentation, might involve a legal interpretation or clarification
of departmental policies and procedures.
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Appendix B
AUDITEE COMMENTS AND OIG’S EVALUATION

Ref to OIG Evaluation Auditee Comments
J"_“‘&:E\'rq’l
< [ n U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
5 | “ : WASHINGTON, DC 20410-2000
5 ‘q‘?"t
LR LIRS

ASSISTANT SECRETARY FOR
FAIR HOUSING AND EQUAL OPPORTUNITY

MEMORANDUM FOR: Ronald J. Hosking, Regional Inspector General for Audit,
TAGA

FROM: Bryan Greene, Acting Assistant Secretary for Fair Housing
and Equal Opportunity, E

SUBIECT: Response to Discussion Draft Audit Report — Section 3 for

Public Housing Authorities

This memorandum responds to your May 6, 2013, communication seeking comments
from the Office of Fair Housing and Equal Oppottunity (FHEO) on the Office of Inspector
General's (OIG) Discussion Draft Audit Report concerning the review of FHEO's oversight of
Section 3 of the Housing and Urban Development Act of 1968 (Section 3) for Recovery Act
Public Housing Capital Fund recipients, FHEQ appreciates the opportunity to provide comments,

The OIG's Discussion Draft Audit Report concludes that HUD:

1. Did not enforce the reporting requirements of the Section 3 program for Recovery
Act Public Housing Capital Fund Recipients;

2. Lacked a collection system able fo identify missing and inaccurate reports;

3. Did not have procedures to follow up on submissions and refer to PIH any
noncompliant housing authorities; and

4. TFailed to ensure that Public Housing Authorities did not make false certifications or
provide HUD and the general public with inadequate employment and contracting
information,

FHEO's comments on each of the Q1G's findings are provided below,

ENFORCEMENT OF REPORTING REQUIREMENTS OF THE SECTION 3 PROGRAM
FOR RECOVERY ACT PUBLIC HOUSING CAPITAL FUND RECIPIENTS:

In recent years FHEO has made significant progress with enforcing Section 3 reporting
requirements for all covered recipients of HUD funding. Specifically, in 2006 only 4% of all
recipients were complying with the Section 3 reporting requirements. By building strong
collaborations with Headquarters and Field staff in the offices of Public and Indian Housing
(PTH); Community Development and Planning (CPD); and, Field Policy and Management (FPM),
FHEO successfully increased overall reporting rates to approximately 86% in 2010.
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Ref to O1G Evaluation Auditee Comments

As noted in the OIG's Discussion Draft Audit Report, when the investigation commenced
on QOctober 12, 2012, only 53% of Recovery Act Public Housing Capital Fund recipients had
submitted Section 3 reports to HUD. However, on November 15, 2012, FHEO issued a memo that
had been pending release to PIH, CPD, and FPM requesting them to contact grantees regarding
delinquent 2010 and 2011 Section 3 reports. As a result, more than 82% of all covered recipients
submitted Section 3 annual reports to HUD for the 2011 reporting period, 72% of which are
recipients of Recovery Act Capital Funds. Notwithstanding, the timely submission of reports
continues to be one of the biggest challenges impacting Section 3 enforcement.

To satisfy O1G's concerns, FHEO will implement OIG's recommendation to establish
procedures to refer to PTH any housing authorities that fail to make the required Section 3 annual
report submissions or corrections.’

Also, the Deputy Secrefary recently mandated that the Section 3 revised final rule be fast-
tracked within the Department for expedited publication.?

LACK OF COLLECTION SYSTEM TO IDENTIFY MISSING AND INACCURATE
REPORTS

In recent years FHEO devoted a significant amount of time to providing technical
assistance and outreach to PHAs to enable them to subniit their Section 3 reports to HUD, Now
that reporting rates are increasing, FHEO recently began analyzing the data that is being submitted
in Section 3 reports and making appropriate policy decisions,

One of FHEO's main conclusions is that the current Section 3 reporting system does not
have the capacity to track missing reporis or to prevent recipients from submitting inaccurate data.
Unfortunately, the current Section 3 reporting system was built in the 1990's and operates on
outdated software which caused FHEO staff to carry out manual tracking processes that were
inefficient and ineffective. Further, the system lacks quality control features to prevent recipients or
hackers from submitting erroneous and inaccurate information that compromises the overall
integrity of all of the data collected.

In FY 2012, FHEO developed a new Section 3 reporting system that addresses
these issues and significantly improves the management and oversight of covered recipients. The
new Section 3 reporting system is automatically populated with data from existing HUD systems to
reduce recipient burden and eliminate user errors, For instance, this system uploads real-time data
from HUD's Line of Credit Control System (LOCCS) showing the actual dollar amount of HUD
funds that covered recipients have drawn down during each fiscal year. The new Section 3
reporting system also prevents recipients from entering invalid oufcome data and will enable
FHEO to immediately identify noncompliant recipients so appropriate actions can be taken,

! See recommendation #1C in OIG Discussion Draft Report.
2 See recommendation #11I) in OIG Discussion Draft Report.
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Ref to OIG Evaluation Auditee Comments

Comment 1

Comment 2

This new Section 3 reporting system is currently pending release upon approval by the
Office of the Chief Information Officer (OCIO). FHEO believes that this system will implement the
recommendation set forth in the OIG's Discussion Draft Audit Report.”

Anticipated Compietion Dates:

¢ New Section 3 reporting system operational: June 21, 2013
¢ Training for PHAs and other covered grantees: July-September 2013

e  Section 3 reports submitted by récipients of Recovery Act Capital Funds for the -
2013 reporting period: January 10, 2014

FAILURE TO HAVE PROCEDURES TO FOLLOW UP ON SUBMISSIONS AND REFER
TO PIH ANY NONCOMPLIANT HOUSING AUTHORITIES

While FHEO has not followed up with PHAs regarding their Section 3 reports or referred
any Recovery Act Public Housing Capital Fund recipients to PIH to be penalized for their failure to
comply with the Section 3 reporting requirements in recent years, our office shares the O1G's
concern that the lack of penalties for failing to submit timely Section 3 reports gives PHAs the false
impression that there are no consequences for noncompiiance. Unfortunately, FHEO is often at a
disadvantage for enforcing Section 3 requirements upon PHAs because our office does not provide
funds to these entities and does not have the direct authority to impose penalties upon then.

“In the coming weeks FHEO will be implementing OIG's recommendation to develop
procedures to follow up on missing and inaccurate information submitted by PHAs on faint HUD-
60002." Since developing appropriate procedures will require management decisions, FHEO is
unable to provide an anticipated completion date at this fime.

Additionally, as previously mentioned, FHEO is currently implementing the Deputy
Secretary's directive to take steps to expeditiously enter a revised Section 3 final regulation into
departmental clearance. The revised Section 3 final regulation will also include any subsequent
management decisions that are directly related to the findings of the OIG's Discussion Draft Audit
Report.

FAILURE TO ENSURE THAT PUBLIC HOUSING AUTHORITIES DiD NOT MAKE
FALSE CERTIFICATIONS OR PROVIDE HUD AND THE GENERAL PUBLIC WITH
INADEQUATE EMPLOYMENT AND CONTRACTING INFORMATION

Generally, FHEO agrees with the OIG's finding and supports any efforts that will ensure
that PHAs do not make false certifications to HUD or that wilt ultimately improve our ability to
provide adequate information about Section 3 covered employment and contracting opportunities.

3 See recommendation #1A in OIG Discussion Draft Report.
* See recommendation #1C in OIG Discussion Draft Report.
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Comment 3

To satisfy OIG's concerns, FHEO will work with PIH to implement OIG's
recommendation to require the six PHAs identified in the Discussion Draft Audit Report that
reported Section 3 noncompliance to HUD to provide justification or evidence demonstrating that
they met the minimum numerical goals®. If these PHAS are not able to show compiiance, FHEO
will take steps to enter into voluntary compliance agreements (VCAs) to address our concerns.

With respect to OIG's recommendation to refer to PIH any of the six noncompliant PHAs
that do not enter into VCAs with HUD to resolve outstanding areas of noncompliance to PIH for
appropriate action, FHEO wil} have to coordinate with appropriate persons in PiH to make
management decisions. At this time, FHEO is waiting to receive contact information from the OIG
to implement this recommendation, Therefore, FHEO is not able to provide an anticipated
timeframe for carrying out this portion of OIG's recommendation. However, FHEQ can provide
the following anticipated actions and completion dates:

*  Contact the six PHAs referenced in the OIG report to request ejther a
justification for their faiture to comply with the Section 3 requirements or
evidence demonstrating their compliance: June 14, 2013

¢  PHA responses due to FHEQ: June 28,2013
¢ Assess responses and supporting materials received: July 1-26, 2013
®  Notify PHAs about outstanding areas of noncompliance: August 16, 2013
¢ FHEO Field office staff will coordinate with PHAs to enter fnto VCAs to
address areas of noncompliance: September 30, 2013
CONCLUSION:

FHEO should have monitored timely reportin g requirements of the Section 3 program for
Recovery Act Public Housing Capital Fund recipients. As indicated in our response, FHEO shares
the concerns identified by the OIG and has been taking proactive steps to address them since FY
2010. Notwithstanding, FHEO believes that implementing the recommendations set forth in the
OIG's Discussion Draft Audit Report will ultimately strengthen the overall effectiveness of
Section 3,

FHEOQ will keep the OIG apprised of our progress as we work to implement your
recontmendations. If you have any questions or need any additional information, please contact
Charles Montgomery, FHEO Audit Liaison Officer, at (202) 402-6916, or Staci Gilliam, Director,
Economic Opportunity Division, at (202) 402-3468.
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OFFICE OF PUBLIC AND INDIAN HOUSING

MEMORANDUM FOR: Ronald I. Hosking, Regional Inspector General for Audit, 7AGA

FROM: Lindsey 8. Reames, Acting Deputy Assistant Secretary for Field Operations, PQ

SUBIECT: Audit of Section 3 in the Public Housing Capital Fund

This memorandum is in response to the draft audit report provided by the Office of the
Inspector General (“OI1G”) containing the findings of its audit of public housing agency (“PHA")
compliance with Section 3 requirements in the administration of the Public Housing Capital Fund
American Recovery and Reinvestment Act grants, The Office of Field Operations appreciates the
opportunity to provide its opinion before the issuance of a final audit report and has prepared these
comments in conjunction with the program office, the Office of Public Housing Investments, which
administers the Capital Fund. Based on the facts, as relayed in the draft audit report and in
discussions with QIG staff, PIH suggests the following changes be made before the issuance of the
final audit report.

As discussed with OIG staff, PIH suggests alternative recommendations. PIH and OIG
agreed that combining 1F and the former 1G resulted in a workable outcome that realized program
oversight objectives within the purview of P11’s authority. Upon further analysis, PIH suggests that
the former 1H (now 1G) also be incorporated into this recommendation. As discussed, the new 1F
would require PIH commit to developing a set of policies and procedures that would involve an
escalating series of actions designed to bring PHAs into compliance with the Section 3 reporting
requirement. PIH suggests: “Establish policies and procedures that implement a system of
escalating administrative measures to be applied against housing authorities that do not submit a
HUD-60002 when noncompliance is reported to PIH by Fair Housing and Equal Opportunity.”

Based on a commettt made previously, OIG agreed that Section 3 compliance would be a
useful factor in the risk assessment tool PTH is currently developing and refining. PIH is committed
to developing its risk assessment tool with an aim to identifying potential management weaknesses
before an incident of noncompliance. PIH hopes that the risk assessment Section 3 indicator would
serve as an alert that will prevent the need for any programmatic remedies or sanctions, with the
goal of providing technical assistance to avoid the failure to report. PIH suggests: “After the testing
and implementation of FHEOs tool is completed and upon receipt of reporting compliance data
from FHEQ, establish a methodology to incorporate Section 3 compliance in risk assessments for
PHAs that receive capital fund grants.”
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Comment 4

Comment 5

Comment 6

Comment 7

PIH requests additional changes to the audit report be made consistent with the new
recommendations. Specifically, PIH requests that references to the Department’s not penalizing
PHAs for noncompliance be revised to reflect that PIHs role is to engage the PHAs in order to
improve compliance. As discussed, it’s not clear what penalties PIH could impose for a failure to
submit the form. PIH suggests references (o penalizing PHAs be changed to “take administrative
measures.” Consistent with that recommendation, P1H recommends that “administer monetary
sanctions” on page six be amended to “provide technical assistance and encourage compliance
through programinatic measures.”

Finally, PIH suggests the paragraph on the fop of page seven be revised to reflect the
shared view of PIH and OIG that an historical failure to report on Section 3 is a good prospective
risk indicator. PIH believes that the form HUD-50077 certification of future compliance may
provide the appropriate prompt for PIH to engage historically noncompliant PHAs, but it is the risk
assessment that will lead to PIH action. PIH suggests that references to potentially false
certifications be omitted and the focus of the paragraph centered on the identification of PHAs at
heightened risk of noncompliance. Accordingly, PIH also suggests the final sentence of the
conclusion paragraph be struck.

PIH appreciates OIG’s engaging it to design recommendations that will further the
Department’s objectives, PIH suggests the recommendations be revised as follows,

* 1F. Establish policies and procedures that implement a system of escalating
administrative measures to be applied against housing authorities that do not
submit a HUD-60002 when noncompliance is reported to PIH by Fair Housing
and Equal Opportunity.

¢ 1G (old IH). After testing and implementation of FHEOSs tool is completed and
upon receipt of reporting compliance data from FHEQ, establish a methodology
to incorporate Section 3 compliance in risk assessments for PHAs that receive
capital fund grants.

Again, PIH believes the new language for 1F and 1G could feasibly be incorporated into
one recomumendation because the risk assessment and early intervention would be just one
component of the larger strategy for enltancing compliance,

For further information, please contact Scott Shewcraft, Office of Public Housing
Investments, at (202)402-6421 or scott.a.shewcrafi@hud.gov.
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Comment 1

Comment 2

Comment 3

Comment 4

Comment 5

Comment 6

Comment 7

OIG Evaluation of Auditee Comments

FHEO must ensure that it implements not just phase 1 of its new Section 3
reporting system but also phase 2 that will grant each user a unique ID and
password as well as other system enhancements to address the issues identified in
the audit report.

FHEO and PIH must fully implement all recommendations in this report to ensure
PHAs do not have the false impression that there are no consequences for
noncompliance.

We have now provided the contact information for the appropriate person in PIH
to make management decisions.

We believe that sanctions for noncompliance are required to ensure
adherence. We’ve changed the term from penalty to sanction in order to ensure
consistency throughout the body of the report.

As discussed with PIH earlier, we believe that it can hold up funding PHAs by
challenging their annual HUD-50077 submission if they have failed to submit
their Section 3 form. Item 22 on HUD-50077 states that the PHA certifies that it
is in compliance with all applicable Federal statutory and regulatory requirements.
Failure to submit the HUD-60002 form is classified as non-compliance with
Section 3 regulations. Therefore we conclude that there are penalties that can be
imposed for failure to submit the HUD-60002 form.

We believe that references to potentially false certifications should not be omitted
from the report because PHAs are certifying to current compliance with item 22
(comment 5) and future compliance with item 11 of HUD-50077.

We combined recommendations 1F and the former 1G into the current 1F,

However, we believe that recommendations 1F and 1G need to be separate
because we are recommending that P1H take two separate actions.
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Appendix C
CRITERIA

24 CFR 135.3 — Applicability

@) Section 3 covered assistance. Section 3 applies to the following HUD assistance (Section 3
covered assistance): (1) Public and Indian housing assistance. Section 3 applies to training,
employment, contracting and other economic opportunities arising from the expenditure of the
following public and Indian housing assistance:

(i) Development assistance provided pursuant to section 5 of the U.S. Housing Act of
1937 (1937 Act);

(ii) Operating assistance provided pursuant to section 9 of the 1937 Act; and
(iii) Modernization assistance provided pursuant to section 14 of the 1937Act.

(3) Thresholds—(i) No thresholds for Section 3 covered public and Indian housing assistance.
The requirements of this part apply to Section 3 covered assistance provided to recipients,
notwithstanding the amount of the assistance provided to the recipient. The requirements of
this part apply to all contractors and subcontractors performing work in connection with
projects and activities funded by public and Indian housing assistance covered by Section 3,
regardless of the amount of the contract or subcontract.

24 CFR 135.30 - Numerical goals for meeting the greatest extent feasible requirement

(a) General.

(1) Recipients and covered contractors may demonstrate compliance with the “greatest extent
feasible” requirement of Section 3 by meeting the numerical goals set forth in this section
for providing training, employment, and contracting opportunities to Section 3 residents
and Section 3 business concerns.

(2) The goals established in this section apply to the entire amount of Section 3 covered
assistance awarded to a recipient in any Federal Fiscal Year (FY), commencing with the
first FY following the effective date of this rule.

(3) For recipients that do not engage in training, or hiring, but award contracts to contractors
that will engage in training, hiring, and subcontracting, recipients must ensure that, to the
greatest extent feasible, contractors will provide training, employment, and contracting
opportunities to Section 3 residents and Section 3 business concerns.

(4) The numerical goals established in this section represent minimum numerical targets.
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(b) Training and employment. The numerical goals set forth in paragraph (b) of this section
apply to new hires. The numerical goals reflect the aggregate hires. Efforts to employ
Section 3 residents, to the greatest extent feasible, should be made at all job levels. (1)
Numerical goals for Section 3 covered public and Indian housing programs. Recipients of
Section 3 covered public and Indian housing assistance (as described in § 135.5) and their
contractors and subcontractors may demonstrate compliance with this part by committing to
employ Section 3 residents as:

(i) 10 percent of the aggregate number of new hires for the one year period
beginning in FY 1995;

(i1) 20 percent of the aggregate number of new hires for the one period beginning in
FY 1996;

(iii) 30 percent of the aggregate number of new hires for one year period beginning
in FY 1997 and continuing thereafter.

(¢) Contracts. Numerical goals set forth in paragraph (c) of this section apply to contracts
awarded in connection with all Section 3 covered projects and Section 3 covered activities.
Each recipient and contractor and subcontractor (unless the contract or subcontract awards do
not meet the threshold specified in § 135.3(a)(3)) may demonstrate compliance with the
requirements of this part by committing to award to Section 3 business concerns:

(1) At least 10 percent of the total dollar amount of all Section 3 covered contracts for
building trades work for maintenance, repair, modernization or development of public
or Indian housing, or for building trades work arising in connection with housing
rehabilitation, housing construction and other public construction; and

(2) At least three (3) percent of the total dollar amount of all other Section 3 covered
contracts.

(d) Safe harbor and compliance determinations. (1) In the absence of evidence to the contrary, a
recipient that meets the minimum numerical goals set forth in this section will be considered
to have complied with the Section 3 preference requirements. (2) In evaluating compliance
under subpart D of this part, a recipient that has not met the numerical goals set forth in this
section has the burden of demonstrating why it was not feasible to meet the numerical goals
set forth in this section. Such justification may include impediments encountered despite
actions taken. A recipient or confractor also can indicate other economic opportunities, such
as those listed in § 135.40, which were provided in its efforts to comply with Section 3 and
the requirements of this part.
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24 CFR 135.32 - Responsibilities of the Recipient

Each recipient has the responsibility to comply with Section 3 in its own operations, and ensure
compliance in the operations of its contractors and subcontractors. This responsibility includes
but may not be necessarily limited to:

(a) Implementing procedures designed to notify Section 3 residents about training and
employment opportunities generated by Section 3 covered assistance and Section 3
business concerns about contracting opportunities generated by Section 3 covered
assistance;

(b) Notifying potential contractors for Section 3 covered projects of the requirements of this
part, and incorporating the Section 3 clause set forth in § 135.38 in all solicitations and
contracts.

(c) Facilitating the training and employment of Section 3 residents and the award of contracts
to Section 3 business concerns by undertaking activities such as described in the Appendix
to this part, as appropriate, to reach the goals set forth in § 135.30. Recipients, at their
own discretion, may establish reasonable numerical goals for the training and employment
of Section 3 residents and contract award to Section 3 business concerns that exceed those
specified in § 135.30;

(d) Assisting and actively cooperating with the Assistant Secretary in obtaining the
compliance of contractors and subcontractors with the requirements of this part, and
refraining from entering into any contract with any contractor where the recipient has
notice or knowledge that the contractor has been found in violation of the regulations in 24
CFR part 135.

(e) Documenting actions taken to comply with the requirements of this part, the results of
actions taken and impediments, if any.

24 CFR 135.90 — Reporting

Each recipient which receives directly from HUD financial assistance that is subject to the
requirements of this part shall submit to the Assistant Secretary an annual report in such form
and with such information as the Assistant Secretary may request, for the purpose of determining
the effectiveness of Section 3. Where the program providing the Section 3 covered assistance
requires submission of an annual performance report, the section3 repott will be submitted with
that annual performance report. If the program providing the Section 3 covered assistance does
not require an annual performance report, the Section 3 report is to be submitted by January 10
of each year or within 10 days of project completion, whichever is earlier. All reports submitted
to HUD in accordance with the requirements of this part will be made available to the public.
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HUD Section 3 Guidance for Recipients of Public and Indian Housing Assistance
Each submission of form HUD-60002 should indicate the following:

The total dollar amount of HUD funding that was received by the housing authority
during the specified reporting period.

The total number of new employees that were hired by the housing authority or its
contractors, subcontractors, and subrecipients.

The number of new employees that were hired by the housing authority or its contractors,
subcontractors, and subrecipients, that met the definition of a Section 3 resident.

The total number of Section 3 residents that participated in training opportunities that
were made available by the housing authority, its contractors, subrecipients, or other local
community resource agencies.

The total doliar amount of construction and/or non-construction contracts (or
subcontracts) that were awarded with HUD funding received by the housing authority.
The dollar amount of the housing authority’s construction or non-construction contracts
(or subcontracts) that were awarded to Section 3 business concerns.

Detailed narrative descriptions of the specific actions that were taken by the housing
authority, covered contractors, subcontractors, subrecipients, or others to comply with the
requirements of Section 3 and/or meet the minimum numerical goals for employment and
contracting opportunities.

FHEO considers housing authorities to be in compliance with Section 3 if they meet the
minimum numerical goals listed at 24 CFR Part 135.30iii:

30 percent of the aggregate number of new hires are Section 3 residents;

10 percent of the total dollar amount of all covered construction contracts are awarded to
Section 3 business concerns; and

3 percent of the total dollar amount of all covered non-construction contracts are awarded
to Section 3 business concerns,
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Frequently Asked Questions (FAQs)

Section 3 of the Housing & Urban Development Act of 1968

GENERAL QUESTIONS 1oveeaiseeseesummmrstarassinrss et i isssssssonasnnsntpasasssransnipisasssnsase s 1
APPLICABILITY wevvvetirseseestermsrreresessintsrennsssassssssss st s s i mmnssassnenrs ssbstnsnstessebssasnsnsassins 4
CONSISTENCY WITH OTHER LAWS ..ot 8
RECIPEENT RESPONSIBILITIES 11iiuessessereracersmnmmisninmissannimninnitssisssnrssnint s 9
SECTION 3 PREFERENCE .uverervrsssssesssmoraniresamrisssessanssssarasannant vbsssstssstssnisisssess 11
ECONOMIC OPPORTUNITIES/NUMERICAL GOALS . 14
RECORDKEEPING AND REPORTING eeceerviinimssnsn it s o 16
SECTION 3 COMPLAINTS Lovieriri e ississssn et s s s e 18
GENERAL QUESTIONS

1. What is Section 37

Section 3 is a provision of the Housing and Urban Development Act of 1968. The purpose of Section 3 to ensure
that employment and other economic opportunities generated by certain HUD financiat 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 fow- and very tow-income persons.

2. What does —To the Greatest Extent Feasible Mean?

By to the —Greatest Extent Feasible , the Department means the every effort must be made to comply with the
regulatory requirements of Section 3. By this, the Department means that recipients of Section 3 covered financlal
assistance should make every effort within their disposal to meet the regulatory requirements. For instance, this
may mean going a step beyond normal notification procedures for employment and contracting procedures by
developing strategies that will specifically target Seciion 3 residents and businesses for these types of economic
opportunities.

3. What does the term —Section 3 resident mean?

A —section 3 resident is: 1} a public housing resident; or 2) a low- or very low-income person residing In the
metropolitan area or non-metropolitan county where the Section 3 covered assistance is expended.

4. What does the term Section 3 Business Concern mean?

section 3 business concerns are businesses that can provide evidence that they meet one of the following criteria:
a) 51 percent or more owned by Section 3 residents; or

b) At least 30 percent of its full time employees include persons that are currently Section 3 residents, or were
Section 3 residents within three years of the date of first hire*; or

¢} Provides evidence, as required, of a commitment to subcontract in excess of 25 percent of the dollar award of all
subcantracts to business concerns that meet one of the first two qualifications above,
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*Example: Alysha was an unemployed Section 3 resident that was first hired by ABC Company on January 1, 2011.
She received a raise of $2,500 in March 2012, thereby boosting her household income above the local low income
jevel. ABC Company may continue to count Alysha as one of thelr Section 3 employees until December 31, 2013
(i.e. within three years of the date of first hire}.

5. How does Section 3 differ from the Minority Business Enterprise/Women Business Enterprise programs?

Section 3 is both race and gender neutral. The preferences provided under this regulation are based on income-
Jevel and location. Section 3 regulations were designed to encourage recipients of HUD funding to direct new
employment, training, and contracting opportunities to jow-income residents, and the businesses that employ
these persons, within their community regardiess of race and/or gender.

To learn more about the Minority Business Enterprise and Women Business Enterprise programs, please contact
HUD's Office of Small and Disadvantaged Business Utitization at 202-708-1428, or visit their website, located at:
http://portal.hud.gov/portal/page/portal/HUD/program_ofﬁces/sdb.

6. How are —low-income and very low-income determined?

Low- and very-low-household income limits are determined annually by HUD. These limits are typically established
at 80 percent and 50 percent of the median income for each locality by household size or the number of people
residing in one house. HUD income limits may be obtained from: http://www.huduser.org/portal/datasets/il.himl
7. What are —metropolitan areas and —non-metropolitan counties?

Metropolitan area means a metropolitan statistical area (MSA), as established by the Office of Management and
Budget. A non-metropolitan county means any county outside of a metropolitan area.

A current list of MSAs can be found at: http://www.census.gov/popuiation/www/metroareas/metrodef.htmt

8. What is a —new hire ?

A new hire means a full-time employee for a new permanent, temporary, or seasonal position that is created as a
direct result of the expenditure of Section 3 covered financial assistance.

9. Can laid-off workers that are —re-hired as a result of a HUD-funded project considered new hires?

Yes. Any employee that was not on the payroli of a recipient, developer, or contactor on the day that Section 3
covered assistance was provided can be counted towards the Section 3 minimum numerical goal for employment.

10. What is a Section 3 covered project?

A Section 3 covered project involves the construction or rehabilitation of housing {including reduction of lead-
based paint hazards), or other public construction such as street repair, sewage line repair or installation, updates
to building facades, etc.

11, Who is considered a recipient of Section 3 funding?

A recipient is any entity which receives Section 3 covered assistance, directly from HUD or from another recipient
(i.e., a PHA; unit of State or local government; property owner; developer; etc). 1t does not include contractors or
any intended beneficiary under the HUD program to which Section 3 applies, such as a homeowner or a Section 3

resident.

12. Which recipient agencies (or sources of HUD financial assistance) are required to comply with Section 3?
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Public Housing Authorities (PHAs) regardless of size or number of units are required to comply with Section 3. One
exception is PHAs that only receive or administer tenant-based Housing Choice {Section 8} Vouchers and do not
utilize any of the financial assistance described above. Although they are exempt, compliance with Section 3 is
encouraged. ‘

Section 3 also applies to recipients of more than $200,000 from housing and community development programs,
The following are a list of examples of such funds:

Community Development Block Grant {CDBG}

HOME investment Partnership

Neighborhood Stabilization Program Grants (NSP1,2&3)

Economic Development Initiative (EDI)/Brownfield Economic Development Initiative Grants
Housing Opportunities for Persons with AIDS {HOPWA)

Homeless Assistance Grants (ESG)

University Partnership Grants

£conomic Stimulus Funds {including CDBG-R and CFP Supplemental)

202/811 Grants

Lead Hazard Control Grants

*Note: The requirements of Section 3 typically apply to reciptents of HUD funds that will be used for housing
construction, rehabilitation, or other public construction. Contact the Economic Opportunity Division at
section3@hud.gov to determine applicability to a particular project/activity.

13. Can a non-profit organization be considered a —business concern for the purposes of Section 37

Yes. A non-profit organization can be a legitimate business concern. Non-profit organizations must meet the
criteria of a Section 3 business concern as defined at 24 CFR Part 135.5 in order to receive Section 3 preference.

14. What is a Service Area?

The Service area is the geographical area in which the persons benefiting from the Section 3 covered project
reside. The Service Area shall not extend beyond the unit of focal government in which the Section 3 covered
financtal assistance is expended.

APPLICABILITY
15. What is Section 3 covered assistance?

Section 3 covered assistance includes:
public and Indian Housing Operating Subsidy; Capital Funds; or Modernization assistance; and Housing and
community development assistance expended for housing rehabilitation, housing construction, or other public
construction,

16. What are funding thresholds and how do they apply to Section 3 covered financial assistance?

funding thresholds are minimum dollar amounts that trigger Section 3 requirements, There are no thresholds for
public and indian housing {PIH) programs. The requirements of Section 3 apply to all PiH programs regardless of
the amount of assistance received from HUD.

The Section 3 requirements apply to recipients of Housing and/or Community Development Assistance exceeding
$200,000 combined from all sources in any one year. Section 3 covers the expenditure of any portion of those
funds for any activity that involves housing construction, rehabilitation, or other public construction.
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For example, a city receives $600,000 for CDBG, $150,000 in HOME Funding, and $75,000 in N3P funding. This
represents a total of $825,000 in housing and community development assistance. As such, any construction or
rehabilitation activities funded by the city using those funds is covered by Section 3.

17. Do the requirements of Section 3 apply to grantees on a —per project basis?

No. Any agency that receives covered assistance that exceeds $200,000 is required to comply with the
requirements of Section 3 whenever any projects invelving housing construction, rehabilitation, or other public
construction are administered, regardless of the actual dollar amount of covered assistance that is invested into
the individual project/activity.

18. If a project is funded with non-HUD assistance, do the requirements of Section 3 still apply?

Section 3 applies to projects that are fully or partially funded with HUD financial assistance. Projects that are
financed with state, local or private matching or leveraged funds used in conjunction with HUD funds are covered
by Section 3.

19. What dollar threshold amounts apply to contractors/subcontractors?

Al contracts {or subcontracts} funded with public and Indian Housing assistance, regardiess of dollar amount or
type of contract, is subject to the requirements of Section 3.

With respect to recipients of Housing and/or Community Development funding, all contractors or subcontractors
that receive covered contracts in excess of $100,000 for housing construction, rehabilitation, or other public
construction are required to comply with the requirements of Section 3.6

20. What responsibifities do contractors/subcontractors have if they receive Section 3 covered contracts?

If the contractor/subcontractor has the need to hire new persons to complete the Section 3 covered contract or
needs to subcontract portions of the work to another business, they are required to direct their newly created
employment and/or subcontracting opportunities to Section 3 residents and business concerns, The same
numerical goals apply to contractors and subcontractors {i.e., 30 percent of new hires, 10 percent of construction
contracts, and 3 percent of non-construction contracts). in addition, the contractor/subcantractor must notify the
recipient agency about their efforts to comply with Section 3 and submit any required documentation,

21. Do the Section 3 requirements apply to material only contracts?

No. Section 3 does not apply to material only contracts or those that do not require any labor. For example, a
contract for office or janitorial supplies would not be covered by Section 3. In this example, Section 3 would be
encouraged but not required. However, a contract {o replace windows that includes the removal of existing
windows and the tnstallation of new windows would be covered.

22. Are maintenance projects covered by Section 37

Yes, but only for PIH funded programs administered by Public Housing Authorities.
23. Does the reduction and abatement of lead-based paint hazards constitute hotssing rehabilitation?

Yes, reduction and abatement of lead-based paint hazards does constitute housing rehabilitation and is covered by
Section 3.

24, Are demolition projects covered by the requirements of Section 3?
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Yes. Recipients of Section 3 covered assistance should make efforts to award a minimum of ten percent of the total
doltar amount of alt demolition contracts to Section 3 businesses.

25, Are professional service contracts covered under Section 3?

Yes, the term —Section 3 covered contract includes professional service contracts provided that the work to be
performed is generated by the expenditure of Section 3 covered public and indian housing assistance, or for work
arising in connection with projects involving housing rehabilitation, housing construction, or other public
construction.

26. Does Section 3 apply to new hiring by a CDBG-Entitiement recipient?

Yes. If the recipient intends to use its HUD allocation to hire additional staff person(s) to perform work related to
housing construction, rehabilitation, or other public construction, then the position(s) is covered by Section 3.
However, if the local municipality uses a civil servant applicant process to hire new employees, compliance with
the requirements of Section 3 may not be feasible.

27. Does Section 3 apply to new hiring by a Public Housing Authority?

Yes. Section 3 applies to all Public and indian Housing capital, operating or development funds; therefore, new
hiring done by the PHA {regardiess of the position} is covered by Section 3.

28. For community development and other housing assistance, do the thresholds apply to the total amount of HUD
assistance received or the amount of funds invested into Section 3 covered projects/activities?

The threshold applies to the total amount of HUD assistance received. Example: the City of Mountain View,
receives $210,000 through the State CDBG program. The funds will be used as follows:

a. Housing rehabilitation- $180,000;

b. micro-enterprise revolving loan fund- $20,000; and

¢. Fair housing counseling- $10,000.

City of Mountain View is subject to Section 3 requirements because they received over $200,000 in housing and
community development funds. However, only the funds expended for Section 3 covered activities must comply
with the requirements of Section 3. Therefore, the expenditure of the $180,000 is covered by Section 3. The
remaining $30,000 that was used for fair housing counseling and a revolving loan fund is not covered by Section 3.

29. Are contracts cumulative for reaching the Section 3 threshold?

No. Contracts for Section 3 covered projects are not cumulative. The requirements of Section 3 apply to each
individual contract that meets the thresholds.

For example, If a recipient agency awards 3 housing rehabilitation contracts {at $36,000; $50,000; and $20,000 for
a cumulative total of $106,000) to one contractor for three different projects within a twelve month period, the
contractor is not required to comply with the requirements of Section 3 because none of his contracts met the
$100,000 threshold, Accordingly, the responsibility for meeting the requirements of Section 3 would remain with
the recipient agency that awarded the contracts.

CONSISTENCY WITH OTHER LAWS

30. Does Section 3 apply to other State/local laws?
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Yes. Compliance with Section 3 shall be achieved, to the greatest extent feasible, consistent with local laws and
regulations. Accordingly, recipients of Section 3 covered assistance are required to develop strategies for meeting
both the regulatory requirements at 24 CFR Part 135 and any other applicable statutes or regulations.

31. What is the relationship between Section 3 and Davis Bacon requirements?

Compliance with Section 3 must be achieved consistent with the requirements of Davis-Bacon. Certain
construction contracts are subject to compliance with the requirement to pay prevailing wages determined under
Davis-Bacon Act (40 U.5.C. 276a—276a-7) and implementing U.S. Department of Labor regulations in 29 CFR part
5. Additionally, certain HUD-assisted rehabilitation and maintenance activities on public and Indian housing
developments are subject to compliance with the requirement to pay prevailing wage rates, as determined or
adopted by HUD, to laborers and mechanics employed in this work.

32. What is the relationship between Section 3 and Minority Business Enterprises (MBEs)?

‘Minority business enterprise’ (MBE)} means a business enterprise that is owned and controlled by one or more
minority or socially and economically disadvantaged persons. Such disadvantage may arise from cultural, racial,
¢chronic economic circumstances or other similar causes.

Section 3 preferences are race and gender neutral. A minority and/or woman owned business enterprise must
provide evidence that it meets at least one criterion of a Section 3 business outlined above in order to receive
preference under Section 3. However, the Department anticipates that Section 3 will serve to support, and not
impede, contract opportunities for minority business enterprises.

The MBE designation may provide preferences promoted by other statules and regulations, such as goals for
MBEs, and other socially and economically disadvantaged businesses. Additional information about the MBE
program can be obtained by calling the HUD Office of Small and Disadvantaged Business Utilization at 202-708-
1428.9

RECIPIENT RESPONSIBILITIES
33. What are the responsibilities of recipient agencies under Section 37

Recipients are required to ensure their own compliance and the compliance of their contractors/subcontractors
with the Section 3 regulations, as outlined at 24 CFR § 135.32. These responsibilities include but may not be
necessarily limited to the following.

Designing and implementing procedures to comply with the requirements of Section 3 in order to comply with
Section 3: Recipient agencies must take an active role in ensuring Section 3 compliance. The first step is designing
or planning and implementing procedures to ensure that alt parties, including residents, businesses, contractors,
and subcontractors, comply with Section 3.

Facilitating the training and employment of Section 3 residents: The recipient agency must act as a factiitator,
connecting Section 3 residents to training and employment opportunities.

Facilitating the award of contracts to Section 3 pusiness concerns: The recipient agency must also work to link
deveiopers and contractors with capable Section 3 business concerns. Additionally, recipient agencies, when
necessary, may direct Section 3 business concerns to organizations that provide capacity building training.

Ensuring Contractor and Subcontractor Awareness of Section 3 Goals and Responsibilities: The recipient agency is
responsible for ensuring that contractors and subcontractors are aware of, and in compliance with, Section 3
regquirements.
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Ensuring Compliance and Meeting Numerical Goals: Reciplent agencles shall ensure compliance with Section 3 by
assessing the hiring and subcontracting needs of contractors; regularly monitoring contractor compliance; assisting
and actively cooperating with the Secretary of HUD in obtaining the compliance of contractors; Penatizing non-
compliance; Providing incentives for good performance; and Refraining from entering into contracts with any
contractor that previously failed to comply with the reguirements of Section 3.

Reporting Requirements: Recipient agencies must document ali actions taken to comply with the requirements of
Section 3: Recipient agencies must submit a Section 3 Annual Summary Report (Form HUD-60002) for all covered
funding to the Office of Fair Housing and Equal Opportunity. Section 3 reports shall be submitted electronically
online at: www.hud.gov/section3.

34. What are good strategies for targeting Section 3 residents and businesses?

In order to target Section 3 residents and businesses, recipients must establish and maintain an effective Section 3
program. HUD has found that hiring a Section 3 coordinator or assigning one individual the responsibility of
coordinating all Section 3 related activities to be instrumental for reaching the employment and contracting goals.
[t is recommended that recipient agencies establish procedures to certify Section 3 residents and Section 3
business concerns and incorporate some form of preference for employment and contracting opportunities.
Thereafter, they shoutd maintain a Hst of eligible residents and businesses by skill, capacity or interest and contact
them on a periodic basis when employment and contracting opportunities are available, Refer to the Section 3
Regulations at 24 CFR Part 135.32 for a listing of responsibilities and the Appendix to the Section 3 regulations for
additional examples of effective strategies.

35, Are funds provided to recipients so that they can comply with the requirements of Section 37

No. Since Section 3 requirements are only triggered when the normal expenditure of covered funds results in
employment, training, or contracting opportunities, there is no need for the Department to provide funds to meet
the recipient responsibilities set forth in the regulation.

36. Does Section 3 require recipient agencies to create new (or unnecessary) training, employment, and
contracting opportunities?

Recipient agencies are not required to create jobs or contracts for Section 3 residents and business concerns
simply for the sake of creating them. Section 3 requires that when employment or contracting opportunities are
generated because a project or activity undertaken by a recipient of covered HUD financial assistance necessitates
the employment of additional personnel through individual hiring or the awarding of contracts, the recipient must
give preference in hiring to low- and very low- income persons and/or businesses that are owned by these persons
or that substantially employ them.

37. Are Section 3 residents or business concerns guaranteed employment or contracting opportunities under
Section 37

Section 3 is not an entitlement program, there are no guarantees. Residents and businesses must be able to
demonstrate that they have the ability or capacity to perform the specific job or successfully complete the contract
that they are seeking.

Section 3 requirements provide preference to Section 3 residents and business concerns, but not a guarantee.

38. Are recipients, developers, and contractors reguired to provide long- term employment opportunities, and not
simply seascnal or temporary employment?

Recipients, developers, and contractors are required, to the extent feasible, to direct all employment opportunities
to low- and very low-income persons- including seasonal and temporary employment opportunities. Employment
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goals are based on ‘new hires,’ which are defined as full-time employees for permanent, temporary or seasonal
employment opportunities.
Recipients, developers, and contractors are encouraged to provide long-term employment.

39, When might a recipient agency be exempt from the requirements of Section 37
Typically, the Department does not grant any exemptions or waivers related to Section 3.

40, Are recipients required to request developers or contractors to make payments into Section 3 training or
implementation funds?

No. Recipients are not required to request noncompliant contractors make payments into a fund.

Providing employment, training, and subcontracting opportunities to Section 3 residents and businesses must be
the primary goal of developers/contractors. However, such a fund can be used in very specific instances as a
penalty for noncompliance.

SECTION 3 PREFERENCE
41, How can a prospective Section 3 resident or business certify that they meet the eligibility requirements?

The individual or business must contact the agency or developer that they are seeking employment or contracting
opportunities from (i.e., the PHA, city, or local government). They should identify themselves as a Section 3
resident or business and provide whatever documentation that the recipient agency requires under their
certification procedures.

42. Who is responsible for certifying that residents and businesses meet the regulatory definitions under Section
37

The regulation allows recipient agencles to use their discretion for developing speciftc procedures to meet the
requirements of Section 3. This includes establishing their own standards/processes for verifying eligiblity of
Section 3 residents and businesses {or not}. Each recipient is also free to accept or reject the standards/process
used by other reciplents or pay for the services of a third party vendor to determine eligibility. While HUD does not
endorse the services of private, third party vendors, recipient agencies may employ such services at their
discretion.

43. What are examples of acceptable evidence to determine eligibility as a Section 3 resident?

HUD does not prescribe that any specific forms of evidence to establish Section 3 eligibility. Sample certification
documents can be found on the Section 3 website. Acceptable documentation includes, but is not limited to the
following:

Proof of residency in a public housing development;

Evidence of participation in a HUD Youth build program operated in the metropolitan area (or non-metropolitan
county] where the Section 3 covered assistance is spent;

Evidence that the individual resides in the Section 3 area and is a low or very low-income person, as determined by
jocal HUD income limits;

44. What are examples of acceptable evidence for determining eligibility as a Section 3 business?
HUD does not prescribe that any specific forms of evidence be required to establish Section 3 eligibility. Sample

certification documents can be found on the Section 3 website. The business seeking the preference must be able
to demonstrate that they meet one of the foilowing criteria:
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51 percent or more owned by Section 3 residents; or

Has permanent, full time employees at least 30 percent of whom are currently Section 3 residents, or within three
years of the date of first employment with the business concern were Section 3 residents; or

Has a commitment to sub-contract in excess of 25 percent of the total dollar award of all sub-contracts to be
awarded to such businesses described above.

45. Are all public and Indian housing residents considered Section 3 residents regardless of their income?

Yes. Public and indian housing residents need only show proof of residency in public housing within the
metropolitan area (or non-metropolitan county). Other residents of the Section 3 area may need to show proof of
residency in the metropolitan area (or non-metropolitan county) and meet the HUD income requirements. 13

46. Can reciplent agencies allow residents or businesses to —self-certify that they meet the Section 3 eligibility
requirements?

As previously mentioned, the regulation allows recipient agencies to use their own discretion to develop specific
procedures for meeting the requirements of Section 3. Many recipient agencies choose to allow prospective
Section 3 residents or businesses to self-certify their eligibitity. The Department recommends that any seif-
certification should include a statement of penalty for falsifying information,

47. Are Section 3 business concerns only certified to receive preference in the community in which they are
located?

No. While certification is locality specific, recipient agencies can count a Section3 business that is located outside
of its immediate jurisdiction towards their efforts to meet the minimum numerical goals, However, recipient
agencies should not provide preference to a section 3 that is not located in their jurisdiction if a local Section 3
wusiness has also submitted a qualified bid for a contract and can complete the work to be done. Refer to the
order of priority preference for Section 3 contract opportunities at 24 CFR Part 135.36,

48. Does preference to a Section 3 business mean that the business should be selected if it meets the technical
requirements of the bid, regardless of bid price?

No. As provided in 24 CFR 85.36(b) {8}, contract awards shall only be made to responsible contractors possessing
the ability to perform under the terms and conditions of the proposed contract. in order to meet the requirements
of Section 3 and Federal Procurement laws, recipient agencles must develop procedures that are consistent with
all applicable regulations.

49, Can contracting with MBE/WBE businesses count towards Section 3 contracting goals?

Section 3 is race and gender neutral. Only MBEs/WBEs that meet the eligibility criteria set forth in the regulation
can they be counted towards the minimum goals for Section 3 contracting opportunities,

50. Does a business have to be incorporated to be considered a Section 3 eligible business?
A Section 3 business concern can be any type of business, such as a sole proprietorship, partnership or a
corporation, properly licensed and meeting all legal requirements to perform the contract under consideration. 14

ECONOMIC OPPORTUNITIES/NUMERICALGOALS

t1. How can residents and businesses Iocate recipient agencies that are required to comply with Section 3 in their
area?
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To find loca! recipients agencies, Section 3 residents or businesses should contact their local HUD office. To find
your closest office, visit: www.hud.gov/iocaloffices

52. How can 1 find Section 3 businesses in my area?
Contact local recipient agencies to find Section 3 husiness concerns in your area.
53, What types of new employment opportunities are covered by Section 3?

For public and Indian housing (PIH) programs, ali employment opportunities generated by the expenditure of
operating, capital, and modernization assistance, including management and administrative jobs, technical,
professional, construction and maintenance jobs, at ali levels.

For housing and community development programs, all employment opportunities arising in connection with
housing rehabilitation (including reduction and abatement of lead-based paint hazards); housing construction; or
other public construction, including management and administrative jobs, technical, professional, buiiding trades
and non-construction jobs, at all levels.

54. Are recipient agencies reguired to meet the Section 3 goals, or are they optional?

The Section 3 numerical goals are minimum targets that must be reached in order for the Department to consider
a recipient in compliance. Reciplent agencies are required to make best efforts to the greatest extent feasible, to
achieve the annual numerical goals for employment and contracting. If an agency fails to fully meet the Section 3
numerlcal goals, they must adequately document the efforts taken to meet the numerical goals {see Question #2
for a discussion of —to the greatest extent feasible }.

55. What are the Section 3 minimum numerical goals?

The minimum numerical goal for employment is thirty (30} percent of the aggregate number of new hires shali be
section 3 residents, annually- i.e,, 3 out of 10 new employees needed to complete a Section 3 covered
project/activity shall be Section 3 residents.

The minimum goals for contracting are:

s Ten {10) percent of the total dollar amount of all Section 3 covered contracts for building trades work for
maintenance, repair, modernization or development of public or Indian housing or building trades work
arising in connection with housing rehabilitation, housing construction and other public construction, shall
be awarded to Section 3 businesses; and

¢ Three (3) percent of the total dollar amount of all non-construction Section 3 covered contracts shall be
awarded to Section 3 businesses
56. What is considered a Section 3 covered —non-construction project?
Section 3 covered non-construction projects inciude maintenance contracts, including lawn care, re-painting,
routine maintenance, HVAC servicing, and professional service contracts associated with construction { ex.
architectural, engineering, legal services, accounting, marketing, etc.).

57. What is considered "other" public construction?

Other public construction includes infrastructure work, such as extending water and sewage lines, sidewalk
repairs, site preparation, installing conduits for utility services, etc.
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58, Are the numerical goals the same as set-asides and quotas?

No. A set-aside guarantees that a specific portion of funds will be provided to a protected class. Section 3 goals are
minimum numerical targets that a recipient of HUD Section 3 covered financial assistance must try to reach to
attain compliance with Section 3.

59, What is the meaning of the —safe harbor determination?

When a recipient agency or contractor meets the numerical goals, the recipient or cantractor 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).

60. What should recipient agencies or contractors do if they fail to meet the minimum numerical goals set forth in
the reguiation?

Recipient agencies and their contractors must adequately document all efforts taken to comply with the
requirements of Section 3, and explain why despite their efforts —to the greatest extent feasible ; the minimum
numerical goals were not met.

The Department will take each agency's explanation into consideration when making compliance determinations.
RECORDKEEPING AND REPORTING

61. What are the recordkeeping requirements of Section 3 recipient agencies?

Docunentation of actions taken to comply with the employment, training and contracting requirements of Section
3, the results of actions taken and impediments encountered. Recipient agencies should maintain records of job
vacancies, solicitation for bids or proposals, selection materials, and contract documents {including scope of work
and contract amount}, in accordance with Federal or State procurement faws and regulations. The documentation
should demonstrate efforts taken towards the achievement of the Section 3 numerical goals.

62. Who is required to submit Section 3 reports?

Each direct recipient of Section 3 covered HUD financial assistance shall submit an annual report for the purpose of
determining the effectiveness of Section 3. Section 3 summary reports, form HUD 60002, are required even if the
reciplent agency did not undertake any activities that triggered the requirements. Subrecipients, developers, and
contractors should not submit Section 3 annual reports directly to the Department.

63. Where should Section 3 summary reports {Form HUD 60002} be submitted?

The Department has developed an online reporting system to allow grantees to submit Section 3 reports (form
HUD 60002) directly to FHEQ. Reports should be submitted online at: www.hud.gov/section3 from the Section 3
website.

64. After an agency submits its Section 3 report online, should a hard copy of the form also be submitted to HUD
by fax, email, or mail?

No. Since the Department has an online reporting system, it s not necessary for agencies to submit hard copies {or
paper copies) of reports to FHEO. The Department is making an effort to go —paperless and wants to reduce
paper submissions of Section 3 reports.

However, it is recommended that grantees retain a copy of their completed Section 3 reports on file and optionally
submit them as an attachment to their annual performance report if applicable (CAPERS report for CDBG, HOME
and ESG Programs).
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65. Are contractors or developers required to submit Section 3 reports directly to HUD?

No. Contractors and/or developers should not submit Section 3 reports to HUD. Only direct recipients (agencies)
are required to submit Section 3 reports to HUD. Contractors shouid maintain adequate documentation to
demonstrate compliance 17

with Section 3 and forward information to the direct recipient {i.e., the agency that awarded them a covered
contract} as directed or upon request.

66. Should recipient agencies establish a reporting system for their contractors and subcontractors?

Yes, reports complied by contractors and subcontractors will assist the recipient agency in gathering the necessary
data for submission to HUD.

67. When are Section 3 annual reports (Form HUD 60002) due?

Depending on the source of funding, annual reports should be submitted at one of three times:
1) At the time the recipient submits an annual performance report;
2) By January 10 of each year if no program annual performance report is required; or
3) Within ten (10) days of project completion, whichever is earlier.
¢ PHAs should submit form HUD60002 by January 10th.

e  Grantees Awarded funding for Section 202/811 should submit form HUD 60002 by January 10th.

Grantees Awarded funding for CDBG, HOME and/or ESG should submit form HUD 60002 at the same time
they submit the CAPER report,

Grantees Awarded funding for lead abatement activities should submit form HUD 60002 with their annual
reports no later than September 30th.

68. Where can 1 find instructions for completing form HUD 600027

Instructions for completing form HUD 60002 can he found on the Section 3 website at www.hud.gov/section3.
Additional technical assistance for completing form HUD 60002 can be obtained by submitting an email request to:
section3@hud.gov.

69. How can a recipient agency request a copy, make corrections, or delete its own Section 3 annual report?

The recipient agency should submit an email request to section3@hud.gov. Requests should contain the agency's
name along with the year, grant number, and dollar amount of the report in question.

70. How can | obtain coptes of 60002 reports for another local recipient agency?

Coples of 60002 reports for local recipient agencies for which you are not affiliated with can be obtained by
completing and submitting a Freedom of Information Act (FOIA} request at:
http://www.hud.gov/ofﬁces/ogc/foia/fo'iarequests.cfm.

71. Are agencies required to submit Form HUD 2516 to demonstrate compliance with Section 3?

No. Agencies are not required to submit Form HUD 2516 to demonstrate compliance with Section 3. In addition,
whiie Form HUD 2516 does capture some Section 3 data, it is not sufficient to demonstrate overall compliance to

the Department, The only form that should be submitted for Section 3 reporting requirements is form HUD 60002.
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SECTION 3 COMPLAINTS
72. Who can fite a complaint that alleges non-compliance with the requirements of Section 3?

Any Section 3 resident or Section 3 business {or authorized representative} seeking employment, training, or
contracting opportunities generated by Section 3 covered assistance may file a complaint using form HUD 958.

73. Where should Section 3 complaints be submitted?

Effective November 2007, Section 3 complaints must be filed at the appropriate FHEO Regional Office where the
violation oceurred. Please visit www.hud.gov/offices/fheo to obtain the address and telephone number for FHEQ
regional offices,

74. Where can | find form HUD 9587

Copies of the Section 3 complaint form (HUD 958), filing instructions and mailing addresses may be obtained at:
www.hud.gov/section3.

75. Is there a time timit for filing a Section 3 complaint?

Yes. Section 3 complaints must be filed no later than 180 days from the date of the action or omission upon which
the complaint is based.

76. What happens during an investigation?

Once a timely complaint has been filed with the appropriate Regional Office, the Department will determine if the
compliant has jurisdiction or is covered by Section 3 regulations. An investigator will be assigned the case and will
notify the respondent about the complaint. The respondent has the option of resolving the complaint or
contesting it. If the respondent contests or denies the allegations of noncompliance contained in the complaint,
the investigator will proceed to gather facts or evidence from both parties. Thereafter, the investigator will
prepare a letter of findings and either make a determination of noncompliance or dismiss the complaint.

77. What happens if HUD determines a recipient is in noncompliance?

Pursuant to 24 CFR 135.76, the Assistant Secretary will attempt, through infarmal methods, to obtain a voluntary
and just resolution of the complaint. Where attempts to resolve the complaint informally fail, the Assistant
Secretary will impose a resolution on the recipient and complainant. Any resoiution imposed by the Assistant
Secretary will be in accordance with requirements and procedures concerning the imposition of sanctions or
resolutions as set forth in the regulations governing the HUD program under which the Section 3 covered
assistance is provided.

78. Can complainants appeal the initial decision made in a Section 3 complaint?

A complainant can submit a written appeal to the Assistant Secretary for Fair Housing and Equal Opportunity in
Washington, DC within 15 days after the Regional Office makes its determination. Requests should be sent to:

U.S. Department of Housing and Urban Development

Office of Fair Housing and Equal Opportunity

451 Seventh Street, SW

Room 5100

Washington, DC 20410
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79. Where else can | file complaints alleging denied employment and contracting opportunities?

If you are denied employment and/or contracting opportunities, you may have standing to bring a complaint at
HUD under Title Vi of the Civil Rights Act and/or Section 109 of the Housing and Community Development Act of
1974.

You may also be eligible to bring complaints under other federal laws. The U.S. Equal Employment Opportunity
Commission {EEQC) is responsible for enforcing federal laws that make it illegal to discriminate against a job
applicant or an employee because of the person's race, color, religion, sex (including pregnancy}, national origin,
age (40 or older), disability or genetic information (medical history or predisposition to disease). For more
information about your rights, please contact EEOC at: www.EEOC.gov.
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Historical
Cases Where
Recipients
were In
Non-
Compliance
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ST, , U.S. DEPARTMENT OF HOUSING AND URBAN

g 1? DEVELOPMENT
S % I * Midwest Regional Office, Region V
5, " I 1;‘? Ralph H. Metcalfe Federal Building
1y peues® 77 West Jackson Boulevard - Room 2101

Chicago, lllinois 60604~3507

OfMce of Fair Houslng and Equal Opporiunity F y l

August 25, 2009

Honorable Chris Coleman
Mayor of Saint Paul

390 City Hall

15 West Fourth Street
Saint Paul, MN 55102

Dear Mayor Coleman;

SUBJECT:  Section 3 Monitoring and Limited Compliance Review
City of Saint Paul and the Housing and Redevelopment Authority (HRA)
Determination of Non-Compliance

The U.S. Department of Housing and Urban Development (HUD), Office of Fair Housing
and Equal Opportunity, has completed a limited on-site compliance review of the city of
Saint Paul and the Saint Paul Housing and Redevelopment Authority (HRA)! pursuant to
Section 3 of the Housing and Urban Development Act of 19682, The purpose of the
review was to determine whether, and to what extent, the city of Saint Paul and the

" HRA were administering HUD-funded programs In compliance with the requirements of
Section 3 as specified in 24 CFR § 135, The review was limited to Section 3 contracting
requirements and therefore the findings contained herein do not address the city's
compliance with the Section 3 training and employment requirements.

The purpose of Section 3 is to ensure that employment and other economic
opportunities generated by HUD financial assistance for housing and community
development programs shall, to the greatest extent feasible, be directed to low and
very low-iIncome persons. Section 3 applies to training, employment, contracting and
other economic opportunities arising In connection with the expenditure of community
development assistance. Most HUD programs require the grantee to sign a certification
stating that It will comply with the requirements of Section 3.

Background:
The city of Saint Paul is a Community Development Block Grant (CDBG) entitlement

' The Saint Paul Housing and Redevelopment Authority is a legaliy distinet public entity which undenskes housing. commercial and busincss
developrent activies on bebalf of the City of Saint Paal. The Saint Paul City Council scrves as the HRA Board of Commissionets.

%12 USC 17014,

03, M wwwhud.goy espanol.hud. gov
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community and a HOME program participating jurisdiction. As such It is a recipient of
HUD financial assistance. Certain projects carried out by the city utilizing HUD funds
~ constitute "Section 3 covered assistance” as defined in 24 CFR 135.3.° Between 2006
and 2008, the city received HUD funds in the following amounts;

2006  CDBG $8,211,748 HOME $2,291,390
2007°  CDBG $8,225,675 HOME $2,277,962
2008°  CDBG $7,941,344 HOME $2,202,555

On June 23, 2008, Fredrick Newell filed a complaint alleging that the Saint Paul HRA
failed or refused to comply with the requirements of Section 3. On June 24, 2008, Mr,
Newell filed a second complaint alleging that the city of Saint Paul failed or refused to
comply with the requirements of Section 3. Given the functional relationship between
the HRA and the city of Saint Paul, the two complaints were consolidated for the
purposes of investigation.

puring the course of the investigation, HUD staff discovered that the city of Saint Paul
had not submitted annual reports (RUD Form 60002) of Section 3 activity as required
by 24 CFR 135,907 for the last several years. In light of Saint Paul's fallure to submit the
annual reports as required, HUD determined to incorporate the investigation of Mr.
Newell's complaints into a general review of the clty of Saint Paul's compliance with the
contracting provisions of Section 3.° _

During the week of May 19, 2009, the following staff conducted a limited review of the
city’s compliance with Section 3, focusing on contracting opportunities and obligations:
Jaime Pedraza, Erika Finkler and Lerdine Darden of the HUD Minneapolis Field Office,
and Raflq Munir of HUD's Section 3 Headquarters office. Data and documents were
examined In advance of the on-site review. Key staff were Interviewed and selected
construction project files were reviewed on-site. Peter McCall, Assistant City Attorney,
was present during the entrance and exit meetings and at all staff interviews.

In addition, materials produced pursuant to a federal lawsuit® filed by Mr. Newell
agalnst the city of Saint, Paul were also reviewed. In his lawsuit, Mr. Newell alleged the
city falled to comply with Section 3 in numerous ways including (1) fallure to award a
sufficient percentage of contracts to Section 3 business concerns; (2) failure to exercise

i8ection 3 applics o the following HUD agsisnce...commonity development assisiance thut is nsed for the following projects (i) hovsing
tehabilitation (if)housing constuction and (i) othet public constmiction,

 Sce h]m9'1'\_!{\\'ﬂ,h_\‘m‘ggvlgfﬁ&dgpgabouuhndg;;{huggulﬁﬁ

 See ttp:twww.hud.gov/officesiepd/ahonybudreudgetdl

¢ Ser hupitiwywwhud. goviofficesfend/aboyurbudgetibudpe 0§

! Bach recipient which receives directly from HUD financial pssistance that is subject to the requiremcnts of this part shali submit 1o the Assistant
Bectetary an onoual Teport in such form and with and with such information as the Assistant Scorttary may request, for the purposes of
determining the effectivencss of Section 3, )

! Ser 24 CFR135.74 (D).

? Nails Consuetion Company et al v. The City of Saint Pau1 2007 WL 423187 (D-Minn.)




oversight over contractors hired with Section 3 funds to assure that the contractors
provide training, employment, and contracting opportunities to Section 3 persons and
business concerns; (3) failure to meet Section 3's reporting requirements; (4) failure to
seek out and identify Section 3 business concerns about contracting opportunities; and,
(5) failure to file form HUD-60002. These are essentially the same aliegations contained
in Mr. Newell's HUD complaint. The lawsuit was ultimately dismissed on summary
judgment because the court determined that Section 3 does not provide a right of
private action.

Interviews:

HUD staff conducted interviews to determine the extent of knowledge city staff had of
Section 3. From these interviews it was apparent that the staff had no working
knowledge of Section 3 and was generally unaware of the city's programmatic
obligations thereto, It appeared that city staff were confusing Section 3 responsibiiities
with Salnt Paul's efforts to increase participation by minority and women-owned
businesses In city contracts, Project managers and grants administrators in the city's
Department of Planning and Economic Development (PED) testified that potential
contractors are not notified of their Section 3 obligations nor do bid solicitations or
contracts reference or incorporate the required “Section 3 clause.”™ Further, they
stated that an explanation of Section 3 requirements is not included in pre-bid or pre-
construction conferences. Although such conferences are routine and project managers
review various contract compliance issues during the conferences, they acknowiedged
that Section 3 is not one of the matters regularly discussed. Mr, McCalf stated that his
office works with PED staff to develop contracts using CDBG and HOME funds but that
he has never advised that the Section 3 clause be incorporated into said contracts.

HUD requires CDBG entitiement communities to submit an annual report to determine
the effectiveness of Section 3. The annual report is to be electronically submitted on
Form 60002 with or at the same tme the entitlement community submits its
Consolidated Annual Performance and Evaluation Report (CAPER). City staff stated that
they were unaware of this requirement and that, to their knowledge, the city has never
submitted a Section 3 report {o HUD. :

Ronald Ross, PED Grants Administrator, stated that the city does submit the required
Contract and Subcontract Activity Report to HUD annually.’* This report is submitted
pursuant to Executive Order 2516 which requires that all federal agencies develop
Minority Business Development Plans. Form 2516 s designed to provide HUD with
sufficient Information to evaluate a grantee’s performance towards meeting its Minority
Business Enterprise (MBE) goals. While Form 2516 does include a field for reporting on
Section 3 contract activity, filing Form 2516 does not obviate the recipient’s obligation

® 34 CFR 135.32 Bach recipient hus the responisibility to comply with Section 3 in jts own opexations, and ensvre compliance in the operations of
it conactors and sub-contracters, This responsibitity includes,. motifying potentinl conuactors for Section 3 covered projects of the
tequirements of this part, aad incorporating the Section 3 clanse ... in alt solicitations and contracts,

“YHUD Porm 2516 Contract and Subsontract Activity

L




to file Form 60002,

Form 2516 was not designed to fully capture a recipient’s Section 3 contracting
activities. However, even if it were, the city’s method of data collection would have
rendered [ts efforts in this regard as insufficient. This is demonstrated by a review of
the Forms 2516 submitted by the city for 2005, 2006 and 2007, In project reports for
each of the three years, there are numerous instances where a contractor is identified
as Section 3 business in one report but not in another. When asked about this
discrepancy, Mr, Ross stated that when filling out Form 2516 he relies exclusively upon
information provided to him by the city’s various sub-recipients, He said that upon
recelpt of said information he enters it onto a Form 2516 which he then transmits to
HUD annually. Consequently in those instances where a sub-reciplent working on &
project asserts that a given contractor is a Section 3 business and another sub-recipient
working on a different project does not so certify, the city simply forwards the
contradictory information to HUD. Further, as Mr. Ross acknowledged, the city does not
have a procedure in place for certifying Section 3 businesses. Therefore there is no
mechanism by which the city could have independently evaluated a sub-recipient’s
assertion concerning a business’s Section 3 status.

File review:

Based on information gathered before the on-site review, five community development
projects were selected for review!?, The projects were selected because, per the
reciplent, they met the Section 3 funding threshold™, HUD staff reviewed the contract
files maintained by the PED and the Human Rights and Equal Economic Opportunity
Department, The reviewers were examining the files for documentation of compliance
with Section 3, None of the contracts examined contained the required “Section 3
clause.” ¥ Further, neither the project bid solicitations nor the official minutes of pre-bid
and pre-construction conferences contained any reference to Section 3

The HOME Repayment Loan Agreements for the Winnipeg Apartments, Booth Brown
Manor and for the Delancey/Selby Stone -Apartments did contain a paragraph on
Section 3, but it incorrectly stated that participation in the city's Vendor Outreach
Program and Affirmative Action Program are required elements of Section 3 compliance,
Nor did these documents include or reference the required Section 3 clause but rather
recomimended that sub-grantees utilize businesses located in, or owned by people living
within, the seven county metropolitan area.

The Reguest for Qualifications for the Delancey/Selby Stone Apartments renovation

7 The projects selecied were Booth Brown Manor, Commerce Apartments, Delancey/Seiby Stone Aparments, City House and Rico-Winnipeg
Apartoents,

% 24 CFR 135.3(2)(3)(ii)(B) The tequiremens of this part apply 10 contractors and suvcentriclors performing work oo Section 3 covercd
project(s) for which the amount of the assistance exceeds £200,000; and the contruet or subcontract excceds 5100,000.

** 24 CFR 13538, All Scetion 3 covered contracts are iequ\re to contain a specific olase that details & contractor's Section 3 responsiblities.




project did state that Section 3 requirements apply. However, the Acknowledgment of
Receipt of Compliance Documents for this project did not identify any subsequent
compllance with Section 3.

Testimony or Other Evidence:

HUD staff reviewed materials developed pursuant to Mr. Newell’s federal civil suit
against the city of Saint Paul. This material is generally consistent with the information
developed during the on-site compliance review, Robert Hammer, Director of Finance
and Administrative Services for the city of Saint Paul, provided a sworn affidavit filed
with the United States District Court in which he stated that the city of Saint Paul had
never instituted, nor had In place at the time, a Section 3 certification and tracking
program. Further, Mr. Hammer affirmed that the city had never submitted a Form
60002 to HUD nor was he familiar with a requirement to do so.”

Findings and Conclusions:

The city of Saint Paul (including the Saint Paul HRA) is not in compliance with the
requirements of the Section 3, It cannot document compliance with the “greatest extent
feasible” requirement of Section 3 by demonstrating that its contracting activities meet
the numerical goals as set forth in the regulation.’® Nor has it Implemented any of the
specific activities defined by the regulation as recipient responsibilities. There are no
procedures In place to; 1) notify Section 3 residents about training and employment
opportunities generated by Section 3 covered assistance and Section 3 business
opportunities;'’ 2) notify potential contractors about the Section 3 requirements and
ensure their compliance and their -subcontractors’ compliance with Section 3
requirements;*®  3) incorporate the Section 3 clause’® in all soficitations and
contracts; 2 4) facilitate the training and employment of Section 3 residents and the
award of contracts to Section 3 business concerns;*! or 5) document the actions taken
to comply with the Section 3 requirements, the results of the actions and impediments,
If any.?2 Furthermore, the recipient has not submitted the Form 60002 annually as
required by the regulations.

¥Second Affidavit of Robert Hammer dated Qctober 3, 2006,
¥ Sex 24 CFR § 135,30

¥ Sec 24 CFR § 135.32(3)

W See 24 CFR § 135.32(b)

" See 24 CFR 4 135,38

¥ 5ec 24 CFR § 135.32(h)

 See 24 CFR § 135.32(c)

5o 24 CFR § 135.32(¢)



The city asserts that notwithstanding its inability to document compliance with the
“greatest extent feasible” requirement, to impiement any of its defined program
responsibifities, or to file Form 60002 annually, it administers its community
development programs in compliance with Section 3 requirements. The chty offers in
support of this assertion the fact that HUD's Office of Community Planning and
Development (CPD) reviews its community development activities annually to determine
compliance with applicable laws and regulations and that the city routinely receives high
rating from CPD. However, Section 3 compliance is not an element of a CPD annual
review. Although HUD may periodically conduct Section 3 compliance reviews of
selected recipients, it relies primarily on a recipient’s self-certification in this regard.
Absent reason to believe to the contrary, HUD accepts a recipient’s seif-certification as
sufficient evidence that the recipient is carrying out its community development
activities in compliance with Section 3. The Section 3 self-certification of compliance is
Included In every application for new or continued HUD funding.

Given this finding of noncompliance, the Assistant Secretary for Fair Housing and Equal
Opportunity will take informal steps to bring this matter to a voluntary and just
resolution in accordance with 24 CFR 135.76(f)(2).>> Where attempts to informally
resolve this issue fail, the Assistant Secretary will impose a resolution, Any resolution
imposed by the Assistant Secretary will be in accordance with the regulations governing
the particufar HUD program(s) in question and may result in the imposition of program
sanctions if appropriate. Please be advised that you have the right to appeat this
decision with fifteen (15) days of the receipt of this notification by requesting a
reconsideration of this action. Any request for reconsideration should specify the
reasons why this decision should be reconsidered. Your request should be mailed
directly to the Assistant Secretary for Fair Housing and Equal Opportunity at:

U.S. Department of Housing and Urban Development
Office of Fair Housing and Equal Opportunity
451 Seventh Street, SW
Sulte 5100 Washington, D.C. 20410

If an appeal is not submitted during the indicated time above, you will be contacted by
a staff person to begin the voluntary resolution process, If you have any questlons

» Generally findings of noncumpliance idemiified by way of a complience review are resolved pursuant (o 24 CFR ]35.’#} (¢} Howtver, sirtte
the conpliance review resvlted from an individual complaint, the Assistant Secretary has determined to resolve the matter in the manner detaited
above,
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regarding any aspect of this review, please contact Ms. Jaime Pedraza at 612-370-3000
ext 2130. Thank you for your cooperation,

Sincerely,

A D AZ

Barbara M. Knox, Director
+ Office Fair Housing & Equal Opportunity
Region V

cc: Ceclie Bedor, PED
Robert Hammer, Administrative Team Leader
‘Fredrick Newell
Dexter Sidney, Field Office Director
Michele Smith, CPD Director
Jaime D. Pedraza, FHEO Director
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Se ME " U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
5 [ ¢ WASHINGTON, DC 20410-2000

oo March 30, 2005

ASSISTANT SECRETARY FOR
FAIR HOUSING AND EQUAL OPPORTUNITY

Ms. Melanie S. Fallon

Director of Community Development
City of Long Beach

Department of Community Development
333 West Ocean Boulevard

Long Beach, CA 90802

SUBJECT:  Section 3 Complaint: Determination of Non-compliance
Carmelitos Tenants Association, et al. v. City of Long Beach, et al.
Case #09-98007-002-720

Dear Ms. Fallon:

The Office of Fair Housing and Equal Opportunity, Economic Opportunity Division has
reviewed your proposed restitution for non-compliance as cited in the subject Section 3 complaint
filed by the Carmelitos Tenants Association. We appreciate your planned effosts to comply with the
imposed resolution as outlined in our correspondence dated April 26, 2004, We determined that the
following elements were addressed by the City of Long Beach:

o submission of a restitution plan in clear and convincing detail specifying how Section 3
employment and contracting opportunities will be restored over the next three years;

e anagreement to submit written reports on the specific progress of Section 3 restitution
implementation on a quartetly basis; and

e an acknowledgement that HUD may conduct on-site monitoring to review compliance
over the next five years.

Specifically, the City has agreed to provide no less than 3,000 hours of work to Jow-income
residents of Long Beach. Upon receipt of this correspondence, please submit the initial list of
identified projects by the Public Works Department. The implementation of a pre-apprentice
construction training initiative to train and graduate a minimum of 50 low-income participants
coupled with the City’s willingness to provide up to $1,500 for each participant referred into Union
Building Trade apprenticeship programs for the purchase of tools, uniforms and other necessities
should help ensure the support necessary for transition to self-sufficiency.

The proposed restitution plan also notes that the City has calculated contracting
opportunities in the amount of $3.2 million to be restored to Long Beach Section 3 businesses,
To address this gap, the City has agreed to utilize an outreach and communication plan. In addition,
you intend to implement a smal} business incentive program that will provide a 10 percent
reimbursement ($320,000) to contractors that award contracts to qualified Section 3 businesses.

www.hud.gov espanol.hud.gov




Subsequent to our review of your proposed restitution plan, we reviewed and concurred with
the two comments submitted by the Legal Aid Foundation of Los Angeles Attorneys at Law (see
attached). Therefore, include the following changes where noted and resubmit your proposed
restitution plan for approval within 30 days after receipt of this notice:

1. Delete “for three years or” under item number 3 of the section entitled Business
Opportunities on the 6" line of page 4; and

2. Replace “for participants of the City’s Section 8 assisted housing program™ in item 2 b.
on page 3 with “for all Long Beach residents of government assisted housing, including
Carmelitos public housing residents”.

Given the ambitious nature of your restitution plan, follow up will be critical. Plcase direct
your quarterly reports to the attention of:

Rafiq Munir, Acting Director

Economic Opportunity Division

Office of Fair Housing and Economic Opportunity
U.S. Department of Housing and Urban Development
451 7™ Street, S.W., Room 5234

Washington, DC 20410

We look forward to working with you over the next three years to ensure the success of your
restitution plan for the benefit of Long Beach residents. 1f you have any questions or concerns,
please contact Mr. Rafig Munir, Acting Director, Economic Opportunity Division at 202-708-3633,
extension 5860,

Sincerely,

Carolyn Peoples
Assistant Secretary for Fair Housing
and Equal Opportunity

Enclosure

ce: David Acevedo, 9DEP
Dennis Rockway



Intemal HUD Distribution:

Identification Lines:

Correspondence | Originator Concwirence Concurrence Concutrence Conctirrence Concurrence
Code

Name R. Munir A Jacobs J. Gant D. Dickens F. May B. Shavers
Date 3-8-05

Official Record Copy

U.S. Depariment of Housing and Urban Development
Previous edifion is obsolete.

form HUD-713.1 (02/03)




SECTION 3 CERTIFIED COORDINATOR TRAINING

ample
Section 3
Position

Description
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SECTION 3 CERTIFIED COORDINATOR TRAINING 3. Mt e detadt otter

- 2) Hove ‘o understond mubiple

ievels M&n@gu@%@ 1 Con shruction.

This position description was developed based on the most comprehensive list
of duties being performed by Section 3 Coordinators nationally and our estimate
of what is required to meet the regulation.

DATE: REVISED DATE:

POSITION TITLE: Section 3 Compliance Coordinator or Compliance Manager

REPORTS TO: Executive Director/City Manager

POSITION SUMMARY: This Is highly responsible administrative position involving a diversity of duties,
including extensive program analysis, data and information collection, compliance monitoring, preparation of
reports, compliance oversight responsibilities and other duties that may involve training. Position works with
PHA's internal departments, contractors, vendors, residents, the public, HUD, DOL, municipal pariners and
developers.

ESSENTIAL FUNCTIONS:

1. Conducts extensive analysis of contractor payroli data for HUD regutatory compliance, identifying non-
compliance issues and notifying all stakeholders related to that contractor.

2. Prepares statistical analyses and reports as requested or required to confirm PHA’s Section 3 compliance.

3. Collects data and information in all areas of the contractor's operations and manages and maintains those
records with great integrity.

4, Researches and prepares reports on contract compliance.
5. inputs and maintains computerized data bases and other computerized programs for use in assignments.

6. Develops a daily working system to allow for maximum attention to detail and contractor interaction as
necessary to receive, input and manage all compliance data.

7. Oversees all PHA contract compliance and communicates with all company personnel to achieve
maximum productivity and compliance at all times.

8. Does compliance monitoring and/or internal/external auditing to review payroli data and operations to
evaluate them and to insure their integrity and accuracy in compliance with the HUD regulations.

9. Reviews reports of contractors to advise the PHA staff and the contractors and clients of status within two
hours of any non-compliance issues.

10. Conducts investigations of issues of non-compliance as identified or as assigned.

11. Manages multiple, diverse activities concurrently.

PO Box 486, Dallas, GA 30132 — 678-794-3066 Direct Cell - keiths@motivation-inc.com
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SECTION 3 CERTIFIED COORDINATOR TRAINING

12. Prepares documents such as Annual Reports, including writing, editing and formatting as required.

13. Must be able to maintain strict confidence of all company related data and payrol records of contractors.
No hard {paper) copies of data will be maintained after it is imputed in the data base. All paper materials
must be shredded immediately.

14. Ensures every PHA solicitation includes compliant Section 3 notification language.

15. Regulate Section 3 compliance with contractors, subcontractors, Section 3 business concerns, resident
owned businesses and Section 3 residents.

16. Ensure all potential and current contractors are aware of PHA's Section 3 plan and its hiring practices.

17. Create and maintain a Section 3 business concerns and resident owned businesses database to include
prior, similar experience and Section 3 compliance history.

18. Provide a list of qualified Section 3 residents to contractors, subcontractors, Section 3 business concerns
and resident-owned businesses,

19. Coordinate and monitor a Section 3 reporting system.

20. Conduct Section 3 trainings with contractors, subcontractors, Section 3 business concerns and resident-
owned businesses.

21, Review weekly payroll submittals and certified payrolt for compliance as required.

22, Eacilitate the complaint procedure for Section 3 residents and business concerns, and contractors.
23. Monitor and assist with Section 3 efforts throughout PHA.

24. Post and update Section 3 information on the PHA website.

25. Advertise solicitations on the website and local newspapers.

26. Document Section 3 hiring within PHA.

27. bevelop and implement a procedure to notify Section 3 residents about upcoming training and
employment opportunities,

28. Monitor the Section 3 resident hiring process.
29. Maintain a database of qualified Section 3 residents actively seeking employment.
30. Coordinate the development of a Youthbuild program.

31. Promote Section 3 among public housing residents, housing choice voucher participants and other PHA
affiliates.

32. Post employment and training opportunities throughout the public housing properties and communicate
it to the ROSS and FSS participants.

PO Box 486, Dallas, GA 30132 — 678-794-3066 Direct Cell - keiths@motivation-inc.com
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SECTION 3 CERTIFIED COORDINATOR TRAINING

RELATED DUTIES AND FUNCTIONS:

1.

Represents PHA at meetings or with contractors and resident organizations as assigned.

Works closely and cooperatively with PHA staff and contractors to facilitate planning, program operations,
etc. to enhance compliance.

Undertakes special assignments as directed.
Assists others within the company including training as assigned.

Performs other work as assigned.

REQUIRED KNOWLEDGE, SKILLS AND ABILITIES:

1.

Ability to think analytically, organize work day and flow and concisely communicate with professionalism
and respect.

Considerable knowledge of computer applications and ability to use computer and software knowledge to
operate and maintain computerized data bases, records.

Ability to exercise mature judgment,

Ability to effectively communicate with other staff, public entities, agencies, contractors and othersina
professional manner.

Ability to analyze documents, compare to regulations, prepare reports, calculate statistics, as well as to
make detailed, sound recommendations.

Ability to work with limited supervision, meets deadlines, establish own work time lines, and keep
projects on schedule,

Ability to train and facilitate training to various groups including residents.

EDUCATION AND EXPERIENCE

Graduation from an accredited high school or GED program. Some college or university degree course
work in area{s) related to job requirements, such as public administration or business adminisiration a
plus.

A minimum of 2 years of experience in analyzing information, evaluating programs, writing reports, etc.

Experience in position similar to this will be advantageous.

Experience working with fow income people in any type of a social services or employment relations
position.

Professional training or presentations background.

PO Box 486, Dallas, GA 30132 — 678-794-3066 Direct Cell - keiths@motivation-inc.com
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Doing
The
Job

with

Coordination
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Regulation: 135.1
(b) Part 135. The purpose of this part is to establish the standards and procedures to be followed to
ensure that the objectives of section 3 are met.

The S3 Coordinator is the nucieus of the comipliance in any organization. The ease by which you will do
your job is based on gaining your colleague’s:

M Trust MRespect M Cooperation

Your entities $3 policy will affect:

Operations/Asset Managementl > Routine Purchases
Human Resources {Internally){ > New Staff Hires
Procurement/Purchasing [—_ > All Contracting
Modernization/Construction|:> Ali Renovation & Abatement
Development | > All New Housing and Public Construction Projects

$3 Covered Funds include:

Public & Cperations

Indian Housing Modernization
Development

I Community Development Block Grant (CDBG)
HOME investment Partnership
Community Neighborhood Stabilization Program Grants (NSP 1,2 & 3)
Development Economic Development Initiative (EDI)/Brownfield Economic
Development Initiative Grants
Programs > Housing Opportunities for Persons with AIDS (HOPWA)

Homeless Assistance Grants (ESG)

University Partnership Grants

Economic Stimulus Funds (including CDBG-R and CFP Supplemental}
202/811 Grants

Lead Hazard Control Grants

PO Box 486, Dallas, GA 30132 — 678-794-3066 Direct Cell - keiths@motivation-inc.com
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Operations
&
' Asset
.. Management

'Pr_o_curement ;
&
Purchasing

- internal Human
- Resources - -

~ $3 Coordinator
or Compliance -
Professional

Section 3
contractors, Residents,
Advocates &

Contractors, Sub-

Vendors & ROB's

Service Providers

Modernization,
. ‘Construction &
._D_evelo_pme_nt_ )
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Regulation: Applicants 135.5

Applicant means any entity which makes an application for section 3 covered assistance and includes,
but is not limited to... any

State, Unit of Local Government
Public Housing Agency

Indian Housing Authority

indian Tribe

Other Public Body

Public Organization

Private Nonprofit Organization
Private Agency or Institution
Mortgagor

Developer

Limited Dividend Sponsor

Builder

Property Manager

Community Housing Development Organization {CHDO)
Resident Management Corporation
Resident Council

Cooperative Association

e & & & ® ® & & & & & & & & & & @&

The most important part of the regulation:

Section 3 “Preference” requirements are triggered by the need for new hires (whether individual
employees or contractors or sub-contractors) for work on a project or activity assisted by HUD financial
assistance covered by section 3.
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Defining the NEED and TRIGGERING ACTIONS of Section 3:

When the Recipient receives HUD funds and S
determines it has to contract services to complete the .
work generated by those funds the regulation is first - -
triggered_ LR s :

When a prime contractor/GC is preparing to bid work -
from the Recipient and has a need to sub-contract

because of that contract, the regulation is triggered and
opportunities must be conveyed and Preference -
considered as part of the bid process -

Once a sub-contractor has been selected based on the
compliance efforts of a prime/GC, the sub will also
trigger the regulation if they need to sub below '
themselves or hire personnel because of the contract -
and must comply before contracting =

All hiring, contracting and sub-contracting must meet
the efforts before bids are even submitted in most
cases. Therefore, compliance starts with the bid -
documents T L

Therefore, you should have a clear and concise compliance document package that is included in all solicitations if
public housing such as Operations, Modernization & Development funds including small purchases.

‘%- For community development, it must be included in all contracts over $100,000 if using funds like COBG, HOME
and Homeless.
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Defining Efforts:

When the Reuplent receives HUD funds a contractor
or sub- contractor is hired using those funds and the .
need is tnggered certain efforts must be made to )
comply T o

Extra or greater Notification efforts must be made to
low and very low income persons of the opportunity

@e recipient, contractor and sub-contractor must '
Encourage those persons to apply for the opportunity

[

ghe Recipient, contractor and sub-contractor must
Facilitate those persons to connect to the opportunity

.

There are some great ways of meeting notification requirements today such as e-mail, text, social
media, flyers, newsletter, annual contracting updates, radio and TV PSA's.

Encouragement can include activities such as skills and preparedness training, apprenticeships in the
recipient’s offices, application and resume workshops, child-care partnerships among working families
and training stipends.

Facilitation can be job fairs, hiring halls, pre-bid Section 3 meetings, one-on-one interview sessions and
on-the-job training trials as part of the contract.
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Exercise: What would you do?

Scenario #1

The recipient has published a large contract opportunity with an Internal Cost Estimate (ICE) of
$10,000,000. The lowest qualified bidder (G/C) bids $9,400,000 and will have 20 subs on the project.
For their compliance, the G/C states on the Section 3 Action Plan submitted with their bid that they will
provide OSHA 10 training for 50 residents at a cost of $1,400. Is this a reasonable form and amount of
compliance to the greatest extent feasible?

Notes:

Scenario #2

A non-performing developer bids and receives a $4,000,000 NSP award for and plans to hand the
construction contract to its closely held but separate entity. They will bid out all sub-contracts but not
the larger G/C contract. Is this okay under the regulation?

Notes:

Scenario #3

A sub-contractor receives an award of $500,000 on a city project and has to hire two new folks. He laid
off one person over a year ago and wants to bring him back to help on the project. The sub has had
other work but never called back the old employee until now. His logic Is that he would rather have an
old employee that knows something than to hire a Section 3 person from the project area. He hired
back the old person after he was awarded the contract. Is this a violation of the regulation?

Notes:

What else did you observe about these scenarios?
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ANNUAL CALENDAR OF SECTION 3 ACTIVITIES

January
Contract Title(s):

S3 Contractors ___

February
Contract Title(s):

S3 Contractors ___

March
Contract Title{s):

S3 Contractors ___

$3 Residents Employed ___ $3 Residents Empioyed ___ $3 Residents Employed ___
April May June
Contract Title{s): Contract Title{s): Contract Title(s):

S3 Contractors ____
S3 Residents Employed ___

$3 Contractors
S$3 Residents Employed ___

S3 Contractors ___

S3 Residents Employed ___

July
Contract Title(s):

53 Contractors
S3 Residents Employed __

August
Contract Title(s):

S3 Contractors ____
$3 Residents Empioyed ___

September
Contract Title(s):

$3 Contractors ___

S3 Residents Employed ___

QOctober
Contract Title(s):

S3 Contractors ___
$3 Residents Employed ____

November
Contract Title(s):

$3 Contractors ____
S3 Residents Employed ___

December
Contract Title(s):

$3 Contractors

53 Residents Employed

Annual Projections Contract Values-Building Trades $

Projected $3 Contract Values-Building Trades $

Projected total new hires for all contracts and in-house

Projected S3 new hires (%)

Year-to-Date Actual New Hire

{__%) Other $

Other $
(__%)

Actual:

%

%

%
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SECTION 3 CERTIFIED COORDINATOR TRAINING

REGULATION

The 1992 Act amends Section 3 to require that in providing preference to low- and very low-income
persons, recipients, contractors, and subcontractors must first target for job opportunities to smaller
groups within the broad category of low-income persons, such as public housing residents.

HUD Section 3 Website FAQ #33:
What are the responsibilities of recipient agencies under Section 37

Recipients are required to ensure their own compliance and the compliance of their
contractors/subcontractors with the Section 3 regulations, as outlined at 24 CFR § 135.32. These
responsibilities include but may not be necessarily limited to the fotlowing.

Designing and implementing procedures to comply with the requirements of Section 3 in order to
comply with Section 3: Recipient agencies must take an active role in ensuring Section 3 compliance.
The first step is designing or planning and implementing procedures to ensure that all parties, including
residents, businesses, contractors, and subcontractors, comply with Section 3.

Facilitating the training and employment of Section 3 residents: The recipient agency must act as a
facilitator, connecting Section 3 residents to training and employment opportunities.

Facilitating the award of contracts to Section 3 business concerns: The recipient agency must also work
to link developers and contractors with capable Section 3 business concerns. Additionally, recipient
agencies, when necessary, may direct Section 3 business concerns to organizations that provide capacity
building training.

Ensuring Contractor and Subcontractor Awareness of Section 3 Goals and Responsibilities: The recipient
agency is responsible for ensuring that contractors and subcontractors are aware of, and in compliance
with, Section 3 requirements.

Ensuring Compliance and Meeting Numerical Goals: Recipient agencies shall ensure compliance with
Section 3 by assessing the hiring and subcontracting needs of contractors; regularly monitoring
contractor compliance; assisting and actively cooperating with the Secretary of HUD in obtaining the
compliance of contractors; Penalizing non-compliance; Providing incentives for

good performance; and Refraining from entering into contracts with any contractor that previously
failed to comply with the requirements of Section 3.

Reporting Requirements: Recipient agencies must document all actions taken to comply with the
requirements of Section 3: Recipient agencies must submit a Section 3 Annual Summary Report (Form
HUD-60002) for all covered funding to the Office of Fair Housing and Equal Opportunity.
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SECTION 3 CERTIFIED COORDINATOR TRAINING %

Exampie of Linkage of Opportunities to Section 3 Persons and Contractors

Recipient/Contractor Opportunity Notification/Linkage Method Frequency and Duration

Facilitate contracting workshops,
explain  the  $3, M/W/DBE
Routine Purchases certification process and develop Quarterly
a potential bidders/labor
notification list

Facilitate employment
workshops, expiain the S3
certification process and offer

New Staff Hires information on minimum Semi-annually
employment criteria jike
background screenings,

educational reguirements, etc.

Annually despite the existence of
firm contracts. This allows
contractors to meet and develop
joint venturing opportunities. It
also allows time to build capital,
insurance and bonding capacity
Provide a list of planned projects
with estimated release dates.

Facilitate contracting workshops,
explain the S3, M/W/DBE
All Contracting certification process and develop
a potential bidders/labor
notification fist

Annually despite the existence of
Facilitate contracting workshops, | firm contracts. This allows
explain the S3, M/W/DBE & | contractors to meet and develop

All Renovation & Abatement profle'ssm.nai license and | joint ventunpg opportfmltles: It
certification process and develop | also allows time to build capital,

a potential bidders/labor | insurance and bonding capacity
notification list Provide a list of planned projects

with estimated release dates.

Annually despite the existence of
Facilitate contracting workshops, | firm contracts. ~ This allows
explain the S3, M/W/DBE & | contractors to meet and develop

New Housing Development & professional license and | joint venturing opportunities. It

Public Construction Projects certification process and develop | also allows time to build capital,
a potential bidders/labor | insurance and bonding capacity
notification list Provide a list of planned projects

with estimated release dates.

These recommendations can apply to general contractors that routinely do covered funds contracting
and need a mechanism to demonstrate efforts to meet the regulation. Alf activities should be
docurnented and the information retained electronically and in hard copy.
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Certifying Contractors and Residents _

Despite HUD's comments below from the recently posted FAQ on their website, it is our opinion that
contractor certification is done most accurately at time of bid or proposal response. If a contractor
elects any Preference, it's relative to the terms and conditions of that contract only.

Example:

If Jake’s Plumbing bids a contract and elects to meet the 30% employee rule for contract #123 with
wildlife Housing Authority and his projected work force is 3 persons, only one person must meet the
Section 3 resident rule as a low-income person for the company to meet preference requirements.

However, if Jake’s Plumbing bids contract #456 with the City of Wildlife and his projected workforce is
10 people, Jake would not automatically meet the 30% rule and his Section 3 certification at the housing
authority has no bearing on the City contract.

Jake’s Plumbing would need to certify at the time of bid of the City contract as to which of the
Preference categories their company best fits. If the company wants to certify to meeting the 30% rule,
he now has the burden of demonstrating his payroll has three Section 3 persons meeting the rufe.

Therefore, we recommend you always conduct and require the Section 3 Preference election at time of
each bid/proposal and provide the award based on your entities $3 policy and procurement guidelines.

Note: MI does not supporter floating, retained or nationwide Section 3 certifications. Even HUD's
response (See below) makes clear that the priority of a non-local certification is after all local
consideration has been provided.

HUD Section 3 Website FAQ #47;

47. Are Section 3 business concerns only certified to receive preference in the community in which they
are located?

No. While certification is locality specific, recipient agencies can count a Section 3 business that is
located outside of its immediate jurisdiction towards their efforts to meet the minimum numerical
goals. However, recipient agencies shouid not provide preference to a Section 3 that is not focated in
their jurisdiction if a local Section 3 business has also submitted a qualified bid for a contract and can
complete the work to be done. Refer to the order of priority preference for Section 3 contract
opportunities at 24 CFR Part 135.36.

HUD Section 3 Website FAQ #45:

45. Ave all public and Indian housing residents considered Section 3 residents regardless of their
income?

Yes. Public and Indian housing residents need only show proof of residency in public housing within the
metropolitan area {or non-metropolitan county). Other residents of the Section 3 area may need to
show proof of residency in the metropolitan area {or non-metropolitan county) and meet the HUD
income requirements.
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SECTION 3 CERTIFIED COORDINATOR TRAINING

PROCESS ORGANIZATION FOR PROPER CERTIFICATION

CERTIFICATION TOOL OR PROCESS

WHO DOES WHAT

WHEN

Section 3 Policy

Staff or contractor
development and
board/council/commission
approval required

Should be in place and current
immediately. Everythingis
driven by the policy

Section 3 Procedures
Hiring, Procurement, Contracting,
Monitoring & Management and
Reporting

These need to be developed
in simple step-by-step
measures with clarity for
cure and termination

Shoutld be in place and current
immediately. Everything in the
policy is by the policy

Contractor Certification

The form should be
developed as part of the
procedures

Compiete by contractor at time
of bid response

Resident Certification for In-house
Employment

The form should be
developed as part of the
procedures

This should be available with
the employment application
and completed by the applicant
if desired

Resident Certification for Contractor’s
hiring and ROB’s

The form should be
developed as part of the

This form should be provided to
all persons desiring Preference
in employment and training or

Resident Assessment for Database

procedures as verification they meet the
ROB status
The Resident Services staff The database should be

may assist in the skills and
education survey to build a
searchable database

searchable with printouts of
qualified residents for specific
work

PO Box 486, Dallas, GA 30132 — 678-794-3066 Direct Cell - keiths@motivation-inc.com
©Motivation, Inc. 2013 | EDUCATION AND EXPERIENCE




Maximizing
Leveraged
Funds to
Achieve

Successes Into
the Future

Direct Cell - keiths@motiva
ATION AND EXPERIENCE




SECTION 3 CERTIFIED COORDINATOR TRAINING

ViIl. How do you Maximize Section 3 Successes into the future? Finance them!

$8,000,000 Contract Estimated Value

3.0% Required Section 3 Other Economnic Opportunities Percentage

$240,000  Estimated tota! value of Section 3 Activities required for the EPC

Motivation, Inc./)CI Costs to Provide Somewhere Housing Authority Section 3 Compliance Services as Required for thelr Energy Performance Contract

Weekiy Hourly Number  Service Total
Cost of Cost Cost of for Each
Resident Professional Development Objectives Service P/Person P/Person Services Training
Employment Readiness Professionat Development $15,000 $150 $3.75 2 $30,000
# of Participants In one week class 100
Data Entry Basic Computer and Microsoft Office Skills Training $31,000 $1,550 $38.75 1 $31,000
# of Participants in one week class (They keep their laptop and printer] 20
Local Participation Programs and Scholarships to Technlcal School or College 518,000 51,800 $45.00 1 $18,000
# of Participants 10
$ $ $
Property Management ieasing Consultant Training 19,000 190 4,75 1 $ 19,000
# of Participants in one week class 100
Hands-on Trade Training (This can be for any type of work unrelated to the EPC) $15,000 $2,500 $62.50 1 $15,000

i of Participants in one month class (The number of participants can increase
based on the actual hourly rate) &
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Section 3 Resident Hourly Rate (This is changed for HUD/Prevailing Wage) $47.50 $45,600

Contractor/Professional-Trainer Hourly Rate 550 548,000

Business Development Tralning-ROB's (*Included 3-Year Technical Assistance) $15,000 5750 $18.75 1 $15,000

# of Participants in one week class 20

Start up Cost Grants 415,000

Targeted Business Development Graduate for New Start-up {Capital) grant or

revolving loan 1 $15,000

Sub-Total Results for Tralning and Business Development $236,600

Recruiting Efforts to Provide Notice, Encouragement and Facilitation

{Transportation Assistance via gift cards where applicable) $3,400 $3,400

Section 3 Compliance Management Software {MIS3) License for SHA {3-Years) $1,800 1 Included

Total Trainlng/ROB's Development and Compliance Software $240,000
Goal is 3% 5240,000

ANTICIPATED RESULTS FROM THE EPC SECTION 3 PROTOCOL

Total number of Residents estimated to be positively affected by this Contracts
Section 3 Efforts

Total number of New Resident Owned Businesses Developed with 3-Years of T/A

* ROB T/A Includes 12 Quarterly On-site Visits and Unlimited Electronic Support

Tota! amount of ROB start-up capital provided

356

1

$15,000
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Total number of Resident Training Hours (Not including the 3-year T/A for ROB’s) 15,760

There are NO unrefated expenses to SHA during the contract and T/A ife.

SHA staff aren’t required to do anything relative to these Section 3 activities.

Via the MIS3 Compliance Software, SHA staff will be able to view and print reports
and lists on demand from anywhere in the world.

via MI53 Compliance Software SHA can manage its Section 3, Davis Bacon and
Minority Compliance and Reporting via the web.

All costs for all services listed are embedded in the total contract and the SHA has
final approval of the full protocol and services.

The 3% Is derived from the SHA Palicy for Other Economic Opportunities values.

Notes
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Capital Fund Program - FiveYear Action Plan

1L.S. Department of Housing and Urban Development
Office of Public and indlan Houslng

Expires 413012011
Capital Fund Program Five-Year Action Plan
Part II: Supporting Pages—Physical Necds Work Statement(s)
Activities for . Activities for Year 2 Activities for Year3d
Year | FFY 2012 FFY 213
Developtient No./ Nane / Quantity Estisnated Cosf Development No, / Name / Quantity Estimated Coat
FFY: 2011 | Generad Desaription of Major General Description of Major
CedCAL—- XX Anthority Wide CAL - XX Authority Wide
Roofing Replacentent THL 2.500.000] Reollng Replasement TRD 2500000
/ISite Tmsprovenients and 200,0001S1te Emprovenienis and 300,000
{Repalrs
CAL— XN Authority Wide TR §,300,000]JCAL ~ XX Authorily Wide TBI> 1,500,005
2 {Majer Repalrs anid Major Repairs and
i+ {Replacement Heptacement
CAL— XX Authiority Wide T8D 750,006 CAL— XX Aulliorily Wide 18P 150,000
L0V CA Alicrations S4VCA Alterations
JJCAL- NX Authority Wide TBD 00,0001 CAL — XX Authority Wide TBD BLH00
Jilealih and Salety Iealth and Salety
Aheratiens Abteratlons
o JCAR- XX Authority Wile TBD AB0O00[CAE - XX Authorliy Wide TBD S00,600/
. |Dwelling Emil Fire Repairs Dwelting Unit Fire Repalrs
CAL— XX Authorkty Wide ™D SO0 CAL - XX Autherity Wide TBD 800,005
Lead and Athestos Leadand Asbrstos
" -JAbatewent Abuntenment
Subtotal of Estimated Cost 150.000] Subtoral of Estimaled Cosl] F.150,00H)

form HUD-50075.2 {412008)
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Calculating Contracting and Employment to align training activities to the Contracts

Compliance
] roiect $-Value Projected Contract Annual Projected Employment #/% of 83 Management
| ) Contracts Duration | Contracts Employees Duration Employees Account
Payment
'
\ & E Fund $400,000 2 i year 1/Arch. 4 one year 0/0% $20,000
i
wead Asbestos ) o5 660,000 | 1 6 months | No 12 6 months 6/50% $100,000
I and Painting
, S04/VCA
Alterations $2,000,000
I Authority wide
| Loof $2,500,000
Replacement
| Fire Unit $1,000,000
. Aepair T
" Window :
I Replacement $1,650,000
1 Totals $9,550,000

To complete the calculation follow this process to determine the best CONTRACTING numbers:

What does your policy state for mandatory Section 3 involvement per contract or contract value?

If declared, follow the poticy.

If silent on the matter, discuss the planned or potential procurement with the contracting department
for direction on what they are going to be seeking or plan to seek. Keep in mind, procurement decisions
can change along with budgets so your projects are just that, not fact.

Determine how much work can be isolated to Section 3 Preference companies only.

Determine if this is a contract that ROB’s can compete for in an Alternative procurement process (24
CER 963-Contracting with Resident Owned Businesses).

Ask the contracting professionals soliciting the work how many contracts they anticipate issuing under
that procurement.

¢ How many prime contracts

¢ How many anticipated sub-contracts

¢ Are there any straight labor contracts

Ask the contracting professionals soliciting the work what the expected crews for each contractor will
look like by number:

¢ Licensed workers

o Skilled Workers

s Laborers
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Determine what the insurance and honding requirements will be for each of the types of contracts in #6.

Next focus on S3 Contracts — Specifically request S3 isolation if possible on any or all types of contracts
listed in #6.

Keep in mind large contracts with multiple locations (Even if like work is being performed) generally
opens the door for multiple prime and sub-contractors. Therefore, your opportunities to achieve real 53
successes increases.

information check:
¢ Has your agency/company trained your contractors on s37

How many contractors have elected Preference in the past 12 months?

How many ROB’s does your agency have certified or know of locally?

Has your agency/company provided training or plan to provide training to start ROB's?

Has your agency/company facilitated any Prime — Sub-contractor meeting events?

What mechanism is in place to allow contractors to self-certify?

e Are you providing a S3 briefing at the pre-bids, pre-construction and routine contractor
meetings?

e What monitoring is in place to track new sub-contractors coming onto a project without being
53 trained?

Each of these questions will help you define success in meeting 53 compliance and safe harbor.
Remembering that the objective is to meet or exceed the 10% “Building Trades” and 3% “Other” dollar
values annually. Don’t focus on single contract numbers but ook at the global contracting universe for
each contract year.
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Regulation:

Recipients are required, to the greatest extent feasible, to provide all types of employment
opportunities to low- and very low-income persons, including permanent employment and long-term
jobs.

To complete the calculation foliow this process to determine the best Employment numbers:

Ask the contracting professionals issuing the contract for the work to extrapolate from the potential
contractor values from #'s 6 and 7 above, to estimate actua! crew sizes for the entire project. These
numbers shouldn’t be hard for them to estimate because they would have done some rough numbers as
part of the required Independent Cost Estimate (ICE) required by the 24 CFR 85.36 procurement
guidelines.

Using the labor categories from #7 above estimate the number of positions you have $3 residents
prepared to fill.

Ensure a process that allows for S3 residents to train for the specific skills or licenses required to qualify
them for the anticipated work in advance.

Draw from your list of training graduates as a first tier pool of ready applicants.

+ Information check:

o Has your agency/company trained your residents on $3?

¢ How many residents have elected ROB Preference in the past 12 months?

e How many residents does your agency have certified or know of locally?

¢ Has your agency/company provided training or plan to provide employment related or skills
training to residents?

¢ Has your agency/company facilitated any Resident to Prime or Sub-contractor application or
hiring events?

e What mechanism is in place to allow residents to self-certify?

e Are you providing a S3 briefing at the pre-bids, pre-construction and routine contractor
meetings promoting resident employment based on the regulation?

» What monitoring is in place to track new hires coming onto a project without 53 residents being
encouraged to apply for the position(s)?
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MONITORING
AND
REPORTING ALL

SECTION 3
ACTIONS &
IMPEDIMENTS
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SECTION 3 CERTIFIED COORDINATOR TRAINING

HUD SECTION 3 WEBSITE FAQ #61:

61, What are the recordkeeping requirements of Section 3
on reciplent agencies?

Documentation of actions taken to comply with the employment, training and contracting requirements
of Section 3, the resulis of actions taken and impediments encountered. Recipient agencies should
maintain records of job vacancies, solicitation for bids or proposals, selection materials, and contract
documents (including scope of work and contract amount), in accordance with Federal or State
procurement laws and regulations. The documentation should demonstrate efforts taken towards the
achievement of the Section 3 numerical goals.

Tracking All Activities
Section 3 compliance is all about the efforts and not specific results. in many cases, you will extend
tremendous efforts but come up short on results. The regulation only requires you attempt to meet the
numerical goal and that you be able to verify, through documentation what efforts were made.
Tracking Systems

Hard Copy Electronic Version

Policy/ Procedures YES
Blank Contractor & Resident Cértification Forms YES
Advertisements for opportgnities YES
Flyers announcing oppoftunities YES
Web Postings of oppdrtunities YES
Attendance Sheets from\all S3 meetings YES
Copies of solicitation materials fo YES
All contractor-completed certification forms YES
All resident completed certification forms YES
All notices to contractors for non-compliance YES
All in-house documentation on applican YES
Contact list from contractors on who sought opportunities YES
Pictures and videos of $3 events with dated filss YES
Everything else that demonstrates efforts were YES

End of Year 60002 Reports YES
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MIS3 - Section 3 Compliance Management System :

Customizable...

Cowplance Threshhells

90240 or 902105234

" 99-9999999 or £99-95-9899

# Agency Direclory Ust Has Hot Been Enterad

Eiadve [v]%

Set the compliance thresholds to match the HUD numerical goals
and those specific to your agency’s Seclion 3 Policy.

- Rl a Ko Cestradd Avard Poplzy
g

Cantal Furds et Fausra Fiogrars 1991w ] #
A Tre tien Covwanize (9)__Ix 1w
) iy

i

e
AXE™

TOETLTy Toe fiw Convector {98} 1w ?

s Trade Categuries - ¥ oy F Reguired

T professess [ 0% P T oriejCerns T Mgy I rarbrg

I Bects T Capectry Framer T Cabrateab trstatason T g Koustter [ weac

I rrssaten ™ DeyaatHanger T tryeat Frsher T HasvyEquprert Oper 7 sumafronarke

7 jaerir bsintey I Exterar Panteg 7 pootoy ™ Doge and Trm I Frich bubey

T Frish Bacresr F FrushHiaC T o TetraanonDerg T CapatlstalatenDemo § [ Dreo Cetng Instataton
[ gever 7 brdge ™ water Systers T Oter Infastrornrs f Resdentsl Renovatons

17 el Busoess Deveicpment | DataBrtpCorpatee s T Comst Tiadks (Chasmoar) § Corsty Trades (OTT)

I Complant

£ Ergloymant Readnsss 70
7 Coret Trades Aperentoeshp

Toggle on or off the evaluation criteria for each of your contractors
based on their certification.

ak

© Motivalion, fne, 2011
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SECTION 3 CERTIFIED COORDINATOR TRAINING

MiS3 - Section 3 Compliance Management System

View Compliance at a Glance

Agency Overview
IKS Demo Agency
Sovryvile, HA

Contract Overview _72d oot |

Bock Sore #th Coffee Srop.
Commundy Center Corstnado
1S Baskedball Courl Addon
Jotnoe Home Rehed

Contracl Overview

Program Qvenvlew [ A28 Progrem
Lanta] Funds | RbTelrE an Hougieg | Moderatan:
L00G | C05G Erttieerart
HistoriaatSeste Presenation T Credt {HST
Operzlbes | e indan Housing | Operatin

Reports
Conteactor Overview TLDAN0D Repiet
{Sudlotade b FUDG0002 Deta
Ressert bist
G hesdert 13 Rrobert Uty SeledTnde

Communty Oveciew
Pl b

Training
Gop Trinng
Ao (b Trdiratg

Oragne Housing Agency -
Snprize, KA fE

Book Store with Coffee Shop )
program Coatractor | A2d (PriveBeld} Date $Trades  §Other Comeunity Ty bayrets Tritning e
R temet Yerk s Cor g LT fop) 9 fresvids an B - T T
R rerent PeaseatyiBe Contruction oo X000 100 Drtamiay Fagut fn Lwg Ovkb I8

o NI B0 Telah 310400

1F2 5
Hours  Mew  NewHins  Residents $ Total § Totat $1
Worked Hires Haurs Trained Contract Trades Other
B, Bte B : 53;‘{: Pre 3%

kY
Vours | Hew  FewHires  Resgenls $ Toia, $ Total s Yot
Worked Wours  Tealned Cenl Tdes Other
L} Recalerdiots e et

Sagrartaie Congtrude

Know low your Contract is perforining as a whole and by Contractors.

\

Color coded for
easy identification of non-compliance and Section 3 vs. Non-Section 3 Contractor

& Patiealion, Ino, 2011
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MIS3 - Section 3 Compliance Management System

View Compliance at a Glance

Goniract Overview Gragne Housing Agenty -
Book Store with Coffee Shop Swvryvise, KA

Frogrem Contractee | p2d H{Prve Bold} Date $Trades  $Dther Comvmunity Trades Payrett Training Award
- SesrsCorsnatsn BAVEN 0% § Druaidls R Gop o B EC
g:: —_— Pieaptehviie Construction oaas 20500 15000 Daw Lofls Vs Fagili [ G 3G

$300000 10,000 Yotak4350,000

Houre Kew  HewHirss  Residints $ Tetal $ Totad 3 Tolal Cofer Legend
Worked  Hirs Hours Tralned Contract Tredes Other
73 BER B0H 3 13t nin EEL M s 3 Contracic
BB S 3 Complat
£ Kotix d oot §

BH $ec) kinesary
o

Whenever you see red, a contractor has
fallen below the threshold and needs to be
wetified immediately.

¥ 00
Send Non-Compliance Notification (S
Book Store with Coffee Shop
) . Hours Hew  Hew Hires Residents $ Tetal $ Total $ Total
Send Non-Complalnce EMall 1! wones  ires  Mours  Tralned Contract  Trades Other
T dersing Construckion e HAGG LY = te
¥ Peasorhitte Corstiuclion "% 141% BO%
Copy Tot
W Comphance Dificer Latrioce Cask Swicey FovineyBmativabion-inc.com
¥ Agercy Comgharce Manages
M Agercy Cortad

Select exnctly who you want to receive the notification so all
interested parties remain informed.

2 Kolivalbn, ins, 7011 g
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SECTION 3 CERTIFIED COORDINATOR TRAINING

MiS3 - Section 3 Compliance Management System

FQose
View Non-Compliance Notlfication Egﬁirrzcwag;m
Y ; Comrplance L
Book Stere with Coffee Shop 54 o olis ot Maroer
Dcams T gaback AG: Agerdy Cortadt

Prime Confiractor - ee: €O, CM, AG e

To-;r VSaI]y Sevilh <s_a_n_y4{r_&1u~6;n'e.t.com> I

F:mj:z DLaTriece cis} Si\ﬂrty flmi&ygmmumﬁn{,m> .

o LoTritce Casl Swiney <Iswdney@mothvationinc coms, LaTriece (3t Swiney <lswirgyEmotoationintcoms> Apgle
‘Fn{op‘a <ppple frul Email com> .

Subjact: H Sg_t_jqnj W-Como»'name Netifcation

Salty Smilh -

Based o yole most record payrall data, Feaserhibie Construction is oul of compturce with the presciibed Sedion 3 pobey

of Lhe Cragre Housing Agendy. The catagones of which you are are non-tompliart are deroted insed below. You st meet
or extied the ihegsRholds you 39:00d to by your fed payredt peried.

Heours Hew  Hew Hires Resldents § Torat $ Total $ Total

Worked Hires Hours Tralned Contract Trades Other
Cuarert 111 % 3% G
Reddred 320% 3207 (SN

LaTroce Cast Swiney
Comphance Marager

The email is clear and concise, It makes the contractor aware
of where they are and where they need to be, while providing
a cure period.

& Matbrallan, Ino, 2071
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SECTION 3 CERTIFIED COORDINATOR TRAINING

MIS3 - Section 3 Compliance Management Sysiem

Ageoncy Ovorview

3KS Demo A e
Suvyvite, MA geney H mauggg___; H
Contrack Qverview ; Add Coatreet | Frogram Overvlew : 348 Progiam Reports

ok Qove with offee Ship Capial Funds | Ratieindan Housing | ModarrizaLav: Contractor Orerview HOB07 Repovt

Common'ty Certer Coestruction C06G | CORGErttiement P Sstletader 4 HUER0002 Dutat

1 Basketialt Court ALZLLA Hstorical/Bate Preseraton Tan Cradt | HST Resedertlist

» . ; Residant Dverview T -
YotaDoe Hore Rabad Ogergtiorg | Publafind20 Fowaing § Oparabon ; su;ed _—# = Resdet sty Sled Tle

“Wmo""‘“’ o Training
{ Select Comrranty & Grinp Trairieq
Atre Crdob Trairs

Contractor Overviaw

Jenkins Construction {2)
Orange Housing Agency {3}
Pleasentvilie Constiuction (1}

Communiy Ovarview

Marc Jacobs (1)
Michac! Kors {2)

Cynthia Rowley (3}
Louis Vilton {1}

Dream Lofts (1)
Sky Level Aparlment Homes {2)

Commmunity  Owerview provides

Contractor Overview provides at a itiformation on the residents that live
glance the demographic information, all in that commmumity including training
contract meards with amounts, residents and employment data.

they employed with supporting payroll
data and any training.

Resident Overview provides at a
glance  demographic  information,
employer and training  information
with supporting payroll data.

#i

@ Bastivalisn, End, 2011
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SECTION 3 CERTIFIED COORDINATOR TRAINING

MIS3 - Section 3 Compliance Management System

Agency Overview vty
JKS Demo Agency
Sunrevile, MA

{MoeRemvds 8t
Contrack Overview | Add Contrect | Program Overview | A24 iogram | Reparts

Bock Store with [ffee Shop Capitat Funds § Pubiifindan Housing | Modemnatan HLDRIC0! Rigod
Commundy Centet Covsinetaa CTEG | £06G Erttiemedt faZevat

S Bastettalt Court AdStDe Hestorical/Rate Presenvaton Tai Cradt [HST

Jobni Boe $here Redol

Opentiors ] ubfgindan Housing { Operstan

The Resident List provides a list of your agency's residents with, demograplic, training
and employment information for each resident,

The Resident List by Trade allows you to query your resident database for any and all
residents with training or work experience in a particular trade. See example below.

Residents with Training or Work Exparicnce IKS Dema Agency i
as Carpentry-Framer Surerrvlite, HA
iprint]

Hame Tier Communlty Contact Number Work Hrs Tralning Hours

Mare Jacods t hiagh Tonm Homes 22¢-415-8E85 05 41

Cyeliva Rowley { Chcagd Town Hames 2289535555 &5 0

Loz Vitton f Dream Lofts 4444544444 0 40

VeraWang i P Yock ofls 222444-4111 5 b

Agency Overview

JKS Dema Agency
Sovmyvide, MA
Contract Oveview - A4 Eoatract | Program Overview | Aéd Prozn: Reports
Sock Rerenith Colfee $op Lepital Funds | PbSIrdian Housing § Modemizatarn Contractor Dverview HLOEN02 Repext
Comvmuryty Certer Corstiucion 0BG €006 Ertlevent Sed Colacer HIDEO0 Dot
NS Basketball Couet Addton HslericaiBate Pesenation Ta et HHST Resiert Uisk
Soha bos Home Rehab Operelices | Pubfcjindan Housing | Opersbion Reskdent Overvew -
SRR 1 Resi By s Sodoct Trade
Commonity Overview Trsinlng
Select Coreruity [

Grg Treiring
Bedroe Ordoh Trzineg

View all training data. See what training has taken
place and which residents participated.

& Nativaton, Ine, 2071 12
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Reports

With only a few clicks of the mouse the system can produce several
veporis for you.

+ Section 3 Swmary Report (HUD Form aco02)

+ Swumary Detatl Report

+ Project Sununary Report {in HUD 60002 Form at)

+ Multi-Agency Sutnmary Report (in HUD 60002 Format)

Agency Overyiem W Ak
;ﬁf{?ﬁsﬁhm Svbark
Cenat Dby A Lo Pitgram QuNvhes A0 Froaisen
ook % ¢ e dhicte dvp Ozl “zos- hblotrean-cabg Hhose B Lattrader erntin
Qv Couinding i : A LSty 23771 T ITR L (BT
IEIRAad Do dndae B aoabalflls Bustivrizr TagTes L 45T
sro e e B [TV TTHAREREI T SET TR Y nfi‘!ﬂ?f}h‘f

oshuert §

LiNATly D7 sa
i I

| Reports

HUDGDDDZ Report
KUDB0002 Detail

The Reporis Section of the Agency Qverview page will provide the
HUD 60002 Report for the specified agency, as well as the Defeail
Report that copresponds.

13
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SECTION 3 CERTIFIED COORDINATOR TRAINING

MIS3 - Section 3 Compliance Management System

Section 3 Summary Report  Hup 60002

U8, Bepatmenlof Hassn U¥B Apzegval No: 25336043

Secuon 3 surn,mary Report and Usan Dave‘opn;nlg {eap. §5732:2010)
Ecanomic Opponunites for Otice of Far Hauang
Low — and Vary Low-income Parsons And Equa! Oopodunily HUD Field Ofice:
Eactan baza of ootk W PUis Reooeing Burden statemint

Y ax i hariBArromatzrat oy, e b 2 Feonr S oottt by at g ! IToFArard vt

Oxapne Housing Agency COBG $2.000.008

88 Syawbeny Lano 8 ComaitByiin 3 iy o wad A

Sunnywlle, MA 02467 Agppia Frutopla 220-22-2-2222

§ g Gt 7 Rty Pl
180 days 01/01/2014 fo 1273172011

T S Tt BT 50 T P Foos (v 5s Ao 5a G 6 DA GOaE, 1 Togav wwve

May 31,2031 ‘T 0BG Estamant

Part!: Employment and Trataing {** Columns 8, G, and F are mangawyy fislds. include Hew HuesinE&F}

A B C D K F
ik Calegesy Moo of | N O e S ¢ Apyrsate Noreer G ¢f Toes St Hegey Nt of Se3104 2
Nea Hes My b A € Sta' HOUra of New Hves | o Seion 3 Erpdyess Traress
Seo FAzsvetis [otnelecd S21 dMescenn &nd braress

Professonal

Teshricions

Offiee Cledeal

Corstivgion by Trade(lisl)

Catperuy-Framer 2 2 1600 % S0.0% 1]

Othor Infrastryslure 1 2 143% O tht% 0

Partll: Contracts Awatdad

t. Corstruston Corvasty

A Toga £2007 2ncurh OF B COPIETH SaARiss of T proelt 3 30005
B, Tedd #0000 370, 1 & 10 S0403018 3ad 200 T SRSL0n F ki ropied $R9
€ Peroemtapt ¢f 1R 1K C908 2m0T I101 A4 Jo3eed b Selon Touaredses EX R

D, Teds £orcer of Seston I Bus caRRel Mt v g (el 4

2. Bor-Go wtret 100 SOriraziE

A Bty g ot O &0 CRr Aty FATERd 40 R S0 T [ R pdces]
B Teta gotar amorb 4 27 LOTEIL 242102 to Solen Bhuaraises i34

£ Rerieeiage €f 178 S0 $a7ET ATo.AE 1AAY A28 243000 10 SO0 F oS CRLEES Po%

O, Totr romier of Soitam I bos AE3 501 ELE v R LA 2

Part ll: Summary

& Bativalise, Ino, 2014 14
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SECTION 3 CERTIFIED COORDINATOR TRAINING

MiS3 - Section 3 Compliance Management System

Sunmunary Detail Report

HUD66002 Detall

Oragne Housing Agency {1)

Program Namo: COBG Erttiement (7] Program Lengih 18 days Program Amt §2,600,003

Hours Worked:

Funding Pragram Trada Resldent Hours  Hires Hs Dats

CDBG {4}  CDBG Erttiament (7] Carpentry-¥ ramer (7} Het Bos 3{0) Bd 0 2018-04.08

GOBG {4 COBG Erttlemers (T Carperiry-Fromef (T} Mare Jasobs (4) 40 40 20160409

CDBG {4 CDBAG Erttlemend (7) Carperiny-Fromes (T} Cyrthia Rowley (3} 40 40 2015.04-69

COBG (¢}  CDBG Erfemerd (7) O Iefrastructare {293 Not Bec 3 () 48% ¢ 20190410

CDB3 {4} CDBG Erttiemenrt (7 QOthor [rfrastructurs [29) Michaol Kovs {2) 30 30 20110440

CDBG (4) CDBG Erttlemert {7, Othet [efrastruetoro {29) Leuk Viron {1) 3 30 20110440
&2 3 Hours! 140 Hotl 5e¢ 3 Hours; 58) Telah Fob 142

Hires:

Funding Program Teade Reldent Hirea ﬁt’:’sﬁ; Date

COBG{4) CODBG Erianment{7) Gamperty: Framer (T} Marc Jazobs {4) 1 G 2001-04.09

CDBG {4} COBG Erttlerverd (7) Carpertry-Framer (7} Cyrihia Rowhy (3) 1 0 20510409

COBG {4} CDBG Erltlemert (7) Othey brfrastructure {29) HotSoec 3(0) 12 350 209104440

CCBG{4) COBG Erttlomert (7, OtFe¢ [pfrastrucivio {28) Mrhael Kors {2) 1 O 2091-D4-10

(oBG{4) CDBG Erttomert {7, Othey [rfrastructuto (26) Lou's Vton [} 1 0 2150410
Sa2c 3 HIros: 4 Hol Se¢ 3 Hiros: 12 Yotal Blros: 16 360

{3roup Tralning:

Funding Program Yrade Resident Hours Date

Total Hours: o
On-Job Tralning:
Funding Program Yrade Roatdem Hours Tato
Total Hours: o

The Summary Detail Report allows you to look behind the numbers
and percentages on the Section 3 Summary Report and see the data
that produced those mumbers, The Summnary Detail Report is also
available for Multi-Agency Reports,

£ Mothation, 10, 2011 i
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SECTION 3 CERTIFIED COORDINATOR TRAINING

' MiS3 - Section 3 Compliance Management System

Project Summary Report — mHub 60002 Format

This captures all contracts, contractors, resident training and employment data,
funding sources and program codes related to a specific project. Great for HOPE VI

projects!
US. Depardment of Hoysng UNB Appravatig: 25238943
Section 3 Summary Repoﬂ and Uban Devempmeni {en>. VHIQZII0}
Economic Dpporunibas for Otica of FarFoukng
Low — and Very Low-Incoma Pefsons Ang EqostOpostanty HUD Fiod Offca:
Seiion ehi e papd B P Raooirg Bomem sttt
T wacatarfe AN OTEY, CTf rxa st 2 Famy mrsie=s pais) A P=r hvoricfhars
©Oragne Housing Agency
- Conlrott summary;g(: + Coacivane S Targ {nCha I SRR
Basketball Coust Additon Apple Frutopia 222-22.2.2222
¥ Lo s ? dxonmg B e
01,01/2011 1o 12312011
X S Amon BAvr [ oy Coor (vi8 LmTes thie & pRA 0T ¥7 1207, 3 TorEr AT
May 31,2041 Al Program Coges All Programs
Part: Employmant and Tralning {** Columns B, C, ang F ate mandatory fields. Include New Hires in E&F)
[ [ D E F
it Categuey Moagartf 1 Nocerof s by o Agyeree Norest Y of Tedw SUHf rony s Beten 2
Ngarirgs Hrgs thal 3o o S Hoots &f tea S | o B4TEer ARy EAS Trariss
Ser FRaLCUIS N e Ses 3 RUEIeYS 25 Traceds
Professionals
Tesheicnrs
Difeo Clyinal
Cerstructon by Trace{iet}
Oryeal Frher 1 4] 800 % BAs 1]
Fioor Tig brstabsionDemo 1 1 1000% 33 o
Corstr Trades (Classroam} ] ] 0.0% W0 % z

Partll: Contracls Awarded

1. Coratnties Ceedtass

A TR e amitent of 2Y L6minaTis 3aanied o8 Uk Tl LR RS
£, Tota dordr A0t 6F 0L 2SOLRIE 240060 10 Sanh0n R bus TNt $ 13000
C.Here 1yt oF 108 10420 A04E7 2700 AL 1080 w35 3ad0 1 S2100 B IS ALESEE L2

O Tede Aornds OF S43000 3 DLT R SES S v O '

2 Mu-Dorsteatten Corzatty

A Tty 20dt Bttt &F AT SATVITIN BTS00 10 Dest § 2.0
B Tets' gorar 2ot of 3% Loriasls eadesd 1 Bt Jhutresses B 2a000
C. PR ErThze OF V0 S €O B0 1981 A3 F 2 ednTed 18 SHILOA Stus P st hleai-b

D T oo ¢ EL2100 AT NVRSRE FECE T ) LW RIS §

Part lit: Summaty

@ Hotivation, I, 2011 3
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SECTION 3 CERTIFIED COORDINATOR TRAINING

. MIS3 - Section 3 Compliance Management System

In HUD 60002 Format

Multi-Agency Reports

This captures all contracts, contractors, resident training and employment data, for a
single funding source and program code for multiple agencies. Great for Federal, State
and Local funders of multiple recipients and sub-recipients,

U8, Drpatmeriof Bourn, ONB Asrovaiie: 25295343
Section 3 Summary Report sad Uban Davaiaproart st 110272340)
Economis Opponuniias for Ofice of Fat Housng

Low —and Very Low-Income Perssas Ang Equatbppaduaty

Iﬁm T Offco:

43107 £A3 & BRI Pk & H2gOnRg Baen BETET

1T Sroon wava RASIoGs [Liom Lo 5oF2 £2) 7 Four s st oson [raene ] 3 Imd Ao dAaTsd
*** MuldAgency Report CDBG $2,100.060
Oragne Housing Ageaty, Dream Housing Authorily, The 4 Garan S i & ey Lroee v T
Demo Agency LaTriece Cast Swiney

F g F o IR e e

360 days 0102011 1o

12134720114

T Juz 1a0on F Tt 3 eraT Cob (35t saan thee & p3ch 1) Frogpa Ayre
May 31, 2011 4 bt GDBG Enttiement

Part1; Employment and Tralning [** Golumns B, C, and F are mandatory fields. include New Hiresin E& F}
A [ D E

B 3
I Crepy Rorrof | Mooetof Near % of Agegate Nomagt S ¢f Toe: S Hoss Mooy of $rton ¥
YA Hoed Hees indtae ©f SuM rours ¢ e e Has for S4330m 3 Empayidl frares
S, THesCers | A Sen. 3 Regeetts a3 bravries

Professiorals
Techrkors
Offico Clericel :
Congtruttion by Trade(lst)
Caipoeiy-Framor 2 2 1060% 50.0 5% 0
Othet Intrasinacture 1€ 2 1an. U A% o
Water Sysieas [} 1 B45% 288 % o
Constr Frades {Cassoom) ] o 4

Partki: Conlrachy Awarded

. Corgtnstdn Cortraziy

A Btk 0ot aveml OF 2 TR Fadtied 00 ine feksl 1 410900
B, YoF €53t AT LG 20 05T Fastied 12 BaLIe o g fisey PR lcstoing
C. Permerlage ¢f 1h 140 S50 aM0url 13) WYY E4R08 10 Boston B Bustiuts W%

[ Jeuw romgde o SETEA2 B EUS ALERES TSR oML

2 M (st sten Corrests

A TLLE G AL BY GO TR BAGNIEE N 1Nk PAEST §3dal
B feiar donatanoe of 35 COTYRIIS PATIE 1o $210n Jbaresies 30

$ PeroprtegE of 0 00K SO BT 3000 BART w2 E FARULES Eb BN D LU S SERESE [ 2

T Fotw roncer of Soctor A0, 008583 M0 og SOrinpcls ]

Part fli: Summary
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Orange Housing Agency
Basketball Court Addition

M/WI/D Enterprise Report Overall
04/04/2011 thru 09/10/2011

Total number of Total number of Overall % of Contracis
Contracts Confracts awarded awards to Minority
awarded minorities Confractors
{This Project) {This Project) Prime + Subcontractracts
Minority 2 1 50.0 %

Blacks/African American 2 0 0.0%

Hispanics/iLatino 2 1 50.0 %

Asian Pacific Islanders 2 (] 0.0%

Native American 2 0 0.0%
Women 2 0 0.0%
Disadvantaged 2 0 0.0%

TOTALS 2 1 50.0 %

M/W/D Enterprise Report for Prime Contractors
04/04/2011 thru 04/04/2011

Total number of
Prime Contracts

Actual number of
Prime Contracts
awarded to Minority

Goals for Prime
Contract Awards

awarded Contractors % of Prime Gontracts (Afirmative Action Difference hetween
{This Project) (This Project) awarded to Minority Contractors Target Percentages} Goal and Actual
Minority 1 0 0.0% 5.0 -5.0
Blacks/African American 1 Y 0.0%
HispanicsiLatino 1 0 0.0%
Asian Pacific Islanders 1 0 0.0%
Native American 1 ¢ 0.0%
Women 1 0 0.0% 5.0 5.0
Disadvantaged 1 0 0.0% 5.0 5.0
TOTALS 1 0 0.0% 5.0 -5.0
M/W/D Enterprise Report for Sub Contractors
09/10/2011 thru 09/10/2011
Actual number of
Total number of Sub-Contracts Goals for
Sub-Contracts awarded to Minority Sub-Contract Awards
awarded Gontractors % of Sub-Contracts {Affirmative Action Difference between
(This Project) (This Project} awarded to Minority Contractors Target Percentages) Goal and Actual
Mirority 1 1 100.0 % 2.0 98.0
Blacks/African American 1 0 0.0 %
Hispanics/Latino 1 1 100.0 %
Asian Padific Islanders 1 0 00%
Nafive American i 0 00%
Women 1 0 0.0% 2.0 -2.0
Disadvantaged 1 0 0.0 % 20 -2,0
TOTALS 1 1 100.0 % 2.0 98.0




Davis Bacon Payroll Register

U.S. Department of

PAYROLL

bor (ForContractor's Optional Use; Sees Instructions at vwwnw,dol.gov/wha /lorms/wh347insty, htm)

‘Wage and Hour Divisicn

HAME OFCDMTRACTOR l

mmmmmmwmmmmma

aavrmcbwafdwfﬁ'md

Page 1 of 2

NAME AND THDIVIDUAL | ! :
IDENTIFYING RUMBER _| i HOURS | GF PAY  EARNED | m\ W DED!._DE)Z‘OTHER TONS

__IDENUIFGHG RUNBRR | :

Marc Jacobs 000 1500 000 :

2000 - Sec} 750 1000 375.00 000 000, 000,

Michiae! Kors T 060 1500 000 . :

222- %63 | 00 1000 40000 aou 000 0.0,

Oyithia Rawley YT W 00

_%&I-Sec‘jw 7 1000 37040 00"

John S 000 1500 000

~set3

lhmkrmmmwwmwmm Fedmlfmdwmﬁud

000 000 3000 b.ee,

. i
mﬂmmuwﬁhm m«mhnc}xﬁﬁ
mmmmm&pmwe&.‘uiommﬂ o)
dmkhthmlﬂuﬁmﬁmFMmpﬂwawmdtm&nhdﬂtn}wmemhrrm and complett ind Uk each Biborer te machanic has baen paid nct s than e pr
periormed. DOL 3 federal contractin agercics e recehacst Rl rrdres s wnd birge

Pubtic Burden Statement

e stirmts tut kel &“rmdﬁmbmﬁsm m&ymr«mmmdm
or sy atber apect of s crbection, frcudng. for e cing

Davis Bacon Payrolt Register

Date: 017242012

1, laTriece Swiney, ttle: Compliance Manager
o herelyy state:

(1) That I pay or supervise the payment of the persons employed by
Jenkins Constrisction on the JKS Baskethall Court Addition; that
during the payroll pariod commendng on the 10 gay of October, 2011
and ending the 16 day of October, 2011, a1 parsons employed on sald
project have been pald the full wedkdy wages eamed, that no rebates have
been or will be made ether diredlfy or indirectly to or on behalf of said
3Jenkins Construction from the full weekly wages eamed by any person
and that no deduddons have been made either directly or Indirectly from
the full wages earned by any person, other than permissible dededions as
defined In Regulations, Part 3 {29 C.F.R. Subtitle A), Issved by the
Secretary of Labor under the Copefand Act, as amendad (48 Stat. 948, 63
Start. 108, 72 Stat. 967; 76 Stat. 357; 40 U.S.C. § 3145), and described
below:

(2) That any payrolis otherwise under this conlvact sequired to ba
submitted for the above pariod are comect and complete; that the wage
rates for Jzborers or mechanics contamed theraia are not Jess than the
appiiable wage rates contained In any wage determination incorporated
into the contract; that the dassifications set forth thersin for each laborer
o mechanic conform with the work he performed,

(3) That any apprentices empioyed in the above pesiod are duly
registered in a bona fide apprenticeship program registered with a Stete
apprenticeship agency recognized by the Bureat of Apprenticeship and
Tralning, United States Depadment of Later, or if no such recognized
agency exdsts in a State, are registered with the Bureay of Apprenticeship
and Training, United States Bepariment of Labor.

{4) Thet:
{a) WHERE FRINGE BENEFITS ARE PAID TO APPROVED PLANS,
FUNDS, OR PROGRAMS

[« B1addion 10 U DasKC IOty wage [ES (3311 [0 B3N aDorer of
mechanic listed i the above referenced payroll, payments of
fringe benefits as fisted in the contract have been or will be
made to appropriate programs for the benefit of sudh employess,
except as nobed in section 4(c) below.

the deta pesded, ot

(b) WHERE FRINGE BENEFITS ARE PAID IN CASH

[ Each laborer er mechankc Bsted In the above referenced payrolt
has been paid, a8 Indicated on the payroll, an amount not less
than the sum of the appicable basic hourly wage rate plus the
amoumt of the required frings benalts as fisted in the contract,
except as noted in section 4(c) belowr.

{C} EXCEPTIONS

3.
£5(3) T Capalard At (43 USE § 3E05) sortrtors e
29 CFR § 5.5 ctniractos o bk w8 eopy of
& (l)(i)()rwn

EXCEPTION {CRAFT) EXPLANATION

NAME AND TTTLE:
LaTriece Swiney Digitatly Stgred by
|CompHance Manager LaTstace Swiney

SIGNATURE:

[THE WILLFUL FALSIFICATION OF ANY OF THE ABOVE STATEMENTS MAY
[SUBJECT THE CONTRACTOR OR SUBCONTRACTOR TO OVILCR
[CRIMINAL PROSECUTION. SEE SECTTON 1001 OF TITLE 18 AND SECTION

231 OF TITLL 31 OF THE BFETED STRTLS COLE.

=
q

wage etz for T wack

Bources, pathering aed puirEnng and copicting and reviswing the eofection of iafacmation. F ymu have any comments regarding Hhase et
hwerdhxewmusmrmduw nmssscz 20 Constingion Avene, NW. Waskingion, DL 20210

Page 2 of 2




SECTION 3 CERTIFIED COORDINATOR TRAINING

The final piece of this Certified Section 3 Coordinator training is a test of your knowledge of the

regulation as it applies to your position. in order to receive your certification you must score at least
80% competency on the test.

As this was not a regulatory training itself, you should know what is calied for already. If you review the
HUD FAQ attached, it will help you prepare for the test.

FINAL

Good Luck!

CERTIFICATION

EXAM
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SECTION 3 CERTIFIED COORDINATOR TRAINING

CERTIFICATION EXAM

Name: Title
Agency/Company Name (0)
Address {E)
True or False 2 points each {20 Potential Points This Section)
1. The HUD Act that includes the Section 3 regulation was passed by Congress in 19667
OTrue or OFalse
2. To the greatest extent feasible, means compliance with the regulation is optional.
OTrue or OFalse
3. Residents of a city or county that earn 81% of the AMI are considered low income.
UTrue or LFalse
4. A business can employ 30% low income persons that live in that city where they are
performing covered work and qualify for Preference.
OTrue or CFalse
5. If a public housing resident earns one million dollars as an employee on a covered
contract the first year but was previously unemployed to this job, their rent will increase
immediately.
OTrue or ClFalse
6. There is a $100,000 threshold for all public housing contracts.
OTrue or DFalse
7. CDBG funds have a $200,000 contractor threshold before compliance is required.
[ITrue or OFalse
8. Section 3 is gender and race neutral and American indians don’t receive Preference.
UTrue or LlFalse
9. Household income is determined as it is under public housing guidelines.
OTrue or OFalse
10. Section 3 prohibits the creation of opportunities just for the sake of doing something.

OTrue or Ofalse

PO Box 486, Dallas, GA 30132 — 678-794-3066 Direct Cell - keiths@motivation-inc.com
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SECTION 3 CERTIFIED COORDINATOR TRAINING

Fill-in the Blanks 2 points each (60 Potential Points This Section}

» Fvery recipient should have a Section 3 (11) , step-by-step (12)

and (13} forms.

¢ Contractors seeking Preference shall self (14)

e Residents seeking Preference must (15) as to their eligibility as

Section 3 low-income households.
e Community Development contracts are not (16) cumulative to reaching the $

threshold, but must be one contract at that level or above.

e The purpose of the regulation is to ensure (17) and other economic
(18) generated by certain {19} financial assistance
shall, to the (20) extent feasible and consistent with
(21} ,122) and local (23) and regulations
be directed to {24) and (25) low income persons, particularly
those who are (26) of government assistance for
(27} , and to (28) concerns which provide
(29) opportunities to low- and very low-income persons.

s The{30) report is due to HUD by the 10" day of (31) each
year.

s A person or business can file a complaint up to (32) _____ days of the date of

occurrence or (33)

e Section 3 (34) do not apply to (35) only
contracts.
e Recipients and contractors must {36) efforts taken to meet the
regulation.
¢ The Section 3 (37) must be in alt solicitations for (38)
and (39)
e Section 3 is overseen by the office of (40) at HUD.
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SECTION 3 CERTIFIED COORDINATOR TRAINING

41,
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Multiple Choice 5 points each {20 Potential Points This Section}

Section 3 regulations were proposed to Congress and passed by what President?
Clinton

Lincoln
Johnson
Obama

42. The current interim rule Section 3 recipients operate under today is dated?

A.

P ow

43,

OO ® >

44,
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January 1, 1968
January 1, 1864
October 1, 1992
June 30, 1994

The foliowing ethnic group receives Preference in contracting.
Asian/Island Pacific

Black/African American
American Indian (Native}
Rich White Contractors

Community Development Recipients have the following annual compliance threshoids
and individuai contract compliance thresholds:
The Recipient must receive $100,000 and the individual contract must be $10,000

The Recipient must receive $500,000 and the individual contract must be $100,000
The Recipient must receive $1,000,000 and the individual contract must be $10,000
The Recipient must receive $200,000 and the individual contract must be $100,000

Sighature Date Completion Time Score
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Need Additional Help?

Thank you for attending a Motivation, Inc. Training. We hope this has been a exceptional learning
experience for you, As our time was limited together we realize that you may have questions specific to
you and your agency as you wrap up your time with us. Please use the form below to the let us know
what you would like us follow up with you on.

Our team of professionals is always here to assist you, We offer a variety of services to meet your needs.
Listed below is a sample of our other services if you would like more information check the appropriate
boxes below. As always, check our website regularly for new information, and make sure you are on our
email list to stay abreast of any industry updates.

Thanks again and we hope to see you again in the future!

Name

Agency Title
Email Phone
How do you prefer we contact you? OJ Email O Phone

Please follow up with me on the following items:

2

3

| am interested in other Motivation, Inc. services that may benefit my agency. Please send me information
about: (check boxes below)

Section 3 Policy Package Staff / Departmental Assessments

Resident Training Resident Services Assessments

MIS3 - Section 3 Compliance Software Organizational Assessments

Section 3 Compliance Staff Training Board of Commissioner Advisory Services

O o o o o

Fair Housing Training Professional Development Training

O 0o o o o O

Other:
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