PALM BEACH COUNTY DEPARTMENT OF ECONOMIC SUSTAINABILITY

SECTION 3
SUBRECIPIENT REQUIREMENTS

PURPOSE

The purpose of Section 3 of the Housing and Urban Development Act of 1968, as amended, is to
ensure that employment and other economic opportunities generated through the use of federal
funds (CDBG) shall, to the greatest extent feasible, and consistent with existing federal, state, and
local laws and regulations, be directed to low-and very-low-income persons, particularly those who
are recipients of government assistance for housing, and to business concerns which provide
economic opportunities to low-and very-low-income persons.

APPLICABILITY/COVERED PROJECTS

Section 3 applies to training, employment, contracting, and other economic opportunities arising
in connection with expenditure of CDBG funds. Covered projects that are funded in part or in whole
with CDBG funds include contracts, subcontracts, and professional service agreements, awarded
for:

1) construction, reconstruction, conversion, or rehabilitation of housing (including
reduction and abatement of lead-based paint hazards).
2) public construction which includes buildings orimprovements regardless of ownership.

The above includes management and administrative jobs including architectural, engineering or
related professional services required to prepare plans, drawings, specifications, or work write-ups,
and jobs directly related to administrative support of these activities, e.g. construction manager,
relocation specialist, payroll clerk, etc.

Exclusions from the above are:

1) contracts awarded under HUD'’s procurement program which are governed by the
Federal Acquisition Regulation System (48 CFR, Chapter 1).

2) contracts for the purchase of supplies and materials. However, whenever a contract
for materials (or equipment) includes the installation, the contract constitutes a Section
3 covered project, and is consequently not excluded.

DEFINITIONS

A. SUBRECIPIENT:

For the purposes of Section 3, a subrecipient is any entity which receives CDBG funds from Palm
Beach County Department of Housing and Community Development (HCD) for Section 3 covered
projects including, but not limited to, any State, unit of local government, pubic housing authority,
or other public body, public or private nonprofit organization, private agency or institution,
developer, builder, property manager, and community housing development organization.
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B. SECTION 3:
Means Section 3 of the Housing and Urban Development Act of 1968, as amended (12

U.S.C.1701u) (24CFR Part 135).

C. SECTION 3 RESIDENT:
Means:

1) aresident of public housing (24 CFR Part 963), or
2) aresident of Palm Beach County whose household income, by household size, is at
or below 80% of the median income for Palm Beach County.

(Note: Information on income limits at 80% of median income for Palm Beach County, by
household size, is available through HCD and provided in the accompanying chart. As this
information is periodically revised by HUD, subrecipients shall assure that they have current
information for use on their projects).

D. SECTION 3 BUSINESS CONCERN:

Means any entity which contracts to perform work generated by the expenditure of CDBG funds,
which is 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 business activity for which it was formed. A
Section 3 Business Concern is further defined as a business concern:

1) thatis 51% or more owned by Section 3 Residents, or

2) whose permanent full-time employees include persons, at least 30% of whom are
currently Section 3 Residents, or who, within three years of the date of first
employment with the business concern, were Section 3 Residents, or

3) that provides evidence of a commitment to subcontract in excess of 25% of the dollar
award of all subcontracts to be awarded to business concerns that meet the
qualifications set forth in the above two definitions.

E. NEW HIRES:
Means full-time employees for permanent, temporary or seasonal employment opportunities.

SUBRECIPIENT OBLIGATIONS

A. DISCLOSURE OF APPLICABILITY:

Subrecipients shall in every bid solicitation for every Section 3 covered project disclose to bidders
the applicability of Section 3 to any such project and include the Section 3 clause shown below in
its entirety in any such bid solicitation. Subrecipients may include further information on Section
3 in the bid solicitation documents, or indicate in such documents that Section 3 information is
available at the Subrecipient offices for review by any bidder.

B. SECTION 3 CLAUSE IN EVERY CONTRACT:
Every contract awarded by Subrecipients for a Section 3 covered project shall include the following
Section 3 clause in its entirety:
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Section 3 Clause:

1)

2)

3)

4)

5)

6)

The work to be performed under this contract is subject to the requirements of Section
3 of the Housing and Urban Development Act of 1968, as amended, 12 U.S.C. 1701u
(Section 3). The purpose of Section 3 is to ensure that employment and other
economic opportunities generated by HUD assistance or HUD-assisted projects
covered by Section 3, shall to the greatest extent feasible, be directed to low-and very-
low income persons, particularly persons who are recipients of HUD assistance for
housing.

The parties to this contract agree to comply with HUD’s requirements in 24 CFR Part
135, which implement Section 3. As evidenced by their execution of this contract, the
parties to this contact certify that they are under no contractual or other impediment
that would prevent them from complying with the Part 135 regulations.

The contractor agrees to send to each labor organization or representative of workers
with which the contractor has a collective bargaining agreement or other
understanding, if any, a notice advising the labor organization or workers
representative of the contractor's commitment under this Section 3 clause, and will
post copies of the notice in conspicuous places at the work site where both employees
and applicants for training and employment positions can see the notice. The notice
shall describe the Section 3 preference, shall set forth minimum number and job titles
subject to hire, availability of apprenticeship and training positions, the qualifications
for each; and the name and location of the person(s) taking applications for each of
the positions; and the anticipated date the work shall begin.

The contractor agrees to include this Section 3 clause in every subcontract subject to
compliance with regulations in 24 CFR Part 135, and agrees to take appropriate
action, as provided in an applicable provision of the subcontract or in the Section 3
clause, upon a finding that the subcontractor is in violation of the regulations in 24 CFR
Part 135. The contractor will not subcontract with any subcontractor where the
contractor has notice or knowledge that the subcontractor has been found in violation
of the regulations in 24 CFR Part 135.

The contractor will certify that any vacant employment positions, including training
positions, that are filled (1) after the contractor is selected but before the contract is
executed and (2) with persons other than those to whom the regulations of 24 CFR
Part 135 require employment opportunities to be directed, were not filled to circumvent
the contractor’s obligations under 24 CFR Part 135.

Noncompliance with HUD’S regulations in 24 CFR Part 135 may result in sanctions,
termination of this contract for default, and debarment or suspension from future HUD
assisted contracts.

C. SUBRECIPIENT GOALS:

Subrecipients may demonstrate compliance with the “greatest extent feasible” requirement of
Section 3 by meeting the numerical goals set forth for providing training, employment, and
contracting opportunities to Section 3 Residents and Section Business Concerns. The numerical
goals established below represent minimum numerical targets.

1)

Training and Employment. Subrecipients and their contractors and subcontractors
may demonstrate compliance with this requirement by committing to employ Section
3 Residents amounting to 30% of the aggregate number of new hires generated by
Section 3 covered Projects.
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2) Contracts. The numerical goals set forth below apply to contracts awarded in
connection with all Section 3 covered activities. Subrecipients and their contractors
and subcontractors may demonstrate compliance with the below requirements by
committing to award to Section 3 Business Concerns:

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

- At least 3% of the total dollar amount of all other Section 3 covered contracts.

In the absence of evidence to the contrary, a subrecipient that meets the minimum numerical goals
set forth above will be considered to have complied with the Section 3 preference requirements.
In evaluating compliance, a subrecipient that has not met the numerical goals set forth above has
the burden of demonstrating why it was not feasible to meet these numerical goals. Such
justification may include impediments encountered despite actions taken. A subrecipient may also
indicate other economic opportunities, such as those listed below, which were provided in its efforts
to comply with Section 3 and the requirements listed below.

D. SUBRECIPIENT RESPONSIBILITIES:

Each subrecipient 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:

1) Implementing procedures designed to notify Section 3 Residents about training and
employment opportunities generated by Section 3 Business Concerns about
contracting opportunities generated by Section 3 covered assistance;

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

3) 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 document, as appropriate, to reach the goals set forth above.
Subrecipients, 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 above.

4) Assisting and actively cooperating with the Assistant Secretary of HUD in obtaining the
compliance of contractors and subcontractors with the requirements of Section 3, 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.

5) Documenting actions taken to comply with the requirements set forth in this document,
the results of actions taken, and impediments, if any.

E. PREFERENCE FOR SECTION 3 RESIDENTS:

Subrecipients, contractors and subcontractors shall direct their efforts to provide, to the greatest
extent feasible, training and employment opportunities generated from the expenditure of Section
3 covered assistance to Section 3 Residents in the order of priority provided below.
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Priority consideration shall be given, where feasible to:

1) Section 3 Residents residing in the service area or neighborhood in which the Section
covered project is located (collectively, referred to as category 1 residents); and

2) Participants in HUD Youthbuild programs (category 2 residents).

3) Where the Section 3 project is assisted under The Stewart B. McKenney Homeless
Assistance Act (42 U.S.C. 11301 et seq.), homeless persons residing in the service
area or neighborhood in which the Section 3 covered project is located shall be given
the highest priority;

4) Other Section 3 Residents.

Subrecipients may at their own discretion, provide priority to recipients of government assistance
for housing, including recipients of certificates or vouchers under the Section 8 housing assistance
program, within the service area or neighborhood where the Section 3 covered project is located.

A Section 3 Resident seeking the preference in training and employment described above shall
certify, or submit evidence to the recipient contractor or subcontractor, if requested, that the person
is a Section 3 Resident, as defined above.

Nothing in the above shall be construed to require the employment of a Section 3 Resident who
does not meet the qualifications of the position to be filled.

E. PREFERENCE FOR SECTION 3 BUSINESS CONCERNS:

Subrecipients, contractors and subcontractors shall direct their efforts to award Section 3 covered
contracts, to the greatest extent feasible, to Section 3 Business Concerns in the order of priority
provided below.

Priority consideration shall be given, when feasible, to:

1) Section 3 Business Concerns that provide economic opportunities for Section 3
Residents in the service area or neighborhood in which the Section 3 covered project
is located (category 1 business);and

2) Applicants (as this term is defined in 42 U.S.C. 12899) selected to carry out HUD
Youthbuild programs (category 2 businesses);

3) Other Section 3 Business Concerns.

A business concern seeking to qualify for a Section 3 contracting preference shall certify or submit
evidence, if requested that the business concern is a Section 3 Business Concern as defined
above. A Section 3 Business Concern seeking a contract or subcontract shall submit evidence to
the Subrecipient, contractor, or subcontractor (as applicable), if requested, sufficient to
demonstrate to the satisfaction of the party awarding the contract that the business concern is
responsible and has the ability to perform successfully under the terms and conditions of the
proposed contract. (The ability to reform successfully under the terms and conditions of the
proposed contract is required of all contractors and subcontractors subject to the procurement
standards of 24 CFR 85.36 (see 24 CFR 85.36(b)(8)).) This regulation requires consideration of,
among other factors, the potential contractor’s record in complying with public policy requirements.
Section 3 compliance is a matter properly considered as part of this determination.
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PROVIDING OTHER ECONOMIC OPPORTUNITIES

In accordance with the findings of the Congress, as stated in Section 3, that other economic
opportunities offer an effective means of empowering low-income persons, a subrecipient is
encouraged to undertake efforts to provide to low-income persons economic opportunities other
than training, employment, and contract awards in connection with Section 3 covered assistance.

1) Other economic opportunities to train and employ Section 3 Residents include, but
need not be limited to, use of “upward mobility”, “bridge” and trainee positions to fill
vacancies; Section 3 Residents in management and maintenance positions within
other housing developments; and hiring Section 3 Residents in part-time positions.

2) Asubrecipient or contractor may provide economic opportunities to establish, stabilize
or expand Section 3 Business Concerns, including micro-enterprises. Such
opportunities include, but are not limited to the formation of Section 3 joint ventures,
financial support for affiliating with franchise development, use of labor only contracts
for building trades, purchase of supplies and materials from housing authority resident-
owned businesses, purchase of materials and supplies from PHA resident-owned
business and use of procedures in 24 CFR part 963 regarding HA contracts to HA
resident-owned businesses. A subrecipient contractor may employ these methods
directly or may provide incentives to Non-Section 3 Businesses to utilize such methods
to provide other economic opportunities to low-income persons.

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 the Section 3 Business Concern:
1) Is responsible for a clearly defined portion of the work to be performed and holds
management responsibilities in the joint venture; and
2) Performs at least 25 percent of the work and its contractually entitled to compensation
proportionate to its work.

REPORTING REQUIREMENTS

Subrecipients shall submit the enclosed Section 3 Subrecipient Report for each contract or
agreement funded in part or in whole through HCD. Said report shall accompany the final
reimbursement request submitted by the subrecipient for each such contract or agreement.

Furthermore, for each covered project, the subrecipient shall also submit a letter with the report that
is submitted for the final reimbursement request of the last contract or agreement being funded
for the project through HCD. The letter shall indicate what goals have been met by the subrecipient
as required herein, and if not entirely met, the letter should demonstrate why it was not feasible to
meet these goals, document actions taken to comply, the results of actions taken, and
impediments, if any.
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For example, a subrecipient is being funded for a certain project by HCD. The project includes an
agreement with a consultant for services and a construction contract with a contractor. The
consultant’s work is completed first. The subrecipient would submit the above mentioned report
for the consultant’'s agreement with the consultant’s final reimbursement request. Then, when the
construction contract is completed, the subrecipient would submit the report for the construction
contract with the stated letter.

COMPLAINTS

Complaints alleging noncompliance with Section 3 (24 CFR Part 135) may be filed with the
Assistant Secretary of HUD, for Fair Housing and Equal Opportunity by any Section 3 Resident on
behalf of himself or herself, or as a representative of persons similarly situated, seeking
employment, training or other economic opportunities generated from Section 3 covered projects,
or by a representative who is not a Section 3 Resident but who represents one or more Section 3
residents. Similarly complaints may be filed by any Section 3 Business Concern on behalf of itself,
or as a representative of other Section 3 Business Concerns similarly situated, seeking contract
opportunities generated from Section 3 covered projects, or by an individual representative of
Section 3 Business Concerns. Where to file, time of filing, content of complaints, and other related
matters are contained in the regulations et 24 CFR Part 135.

No subrecipient or other person shall intimidate, threaten, coerce, or discriminate against any
person or business because the person or business has made a complaint, testified, assisted or
participated in any manner in an investigation, proceeding, or hearing under the Section 3
regulations. The identity of complainants shall be kept confidential except to the extent necessary
to carry out the purposes of the Section 3 regulations, including the conduct of any investigation,
hearing or judicial proceeding arising thereunder. Nothing herein precludes a Section 3 Resident
or Section 3 Business Concern from exercising the right, which may otherwise be available, to seek
redress directly through judicial procedures.

APPENDIX

A. EXAMPLES OF EFFORTS TO OFFER TRAINING AND EMPLOYMENT OPPORTUNITIES TO
SECTION 3 RESIDENTS:

1) Entering into “first sources” hiring agreements with organizations representing Section
3 Residents.

2) Sponsoring a HUD certified “Step-Up” employment and training program for Section
3 Residents.

3) Establishing training programs, which are consistent with the requirements of the
Department of Labor, for public and Indian housing residents and other Section 3
Residents in the building trades.

4) Advertising the training and employment positions by distributing flyers (which identify
the positions to be filled, the qualifications required, and where to obtain additional
information about the application process) to every occupied dwelling unit in the
housing development or developments where category 1 or category 2 persons (as
these terms are defined in 135.34) reside.
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6)

8)

9)

10)

11)

12)

13)

14)

15)

Advertising the training and employment positions by posting flyers (which identify the
position to be filled, the qualifications required, and where to obtain additional
information about the application process) in the common areas or other prominent
areas of the housing development or developments. For HAs, post such advertising
in the housing development or developments where category 1 or category 2 persons
reside; for all other subrecipients, post such advertising in the housing development
or developments and transitional housing in the neighborhood or service area of the
Section 3 covered project.

Contacting resident councils, resident management corporations. Or other resident
organizations, where they exist, in the housing development or developments where
category 1 or category 2 persons reside, and community organizations in HUD-
assisted neighborhoods, to request the assistance of these organizations in notifying
residents of the training and employment positions to be filled.

Sponsoring (scheduling, advertising, financing or providing in-kind services) a job
informational meeting to be conducted by an HA or contractor representative or
representatives at a location in the housing development or developments where
category 1 or category 2 persons reside or in the neighborhood or service area of the
Section 3 covered project.

Arranging assistance in conducting job interviews and the housing development or
developments where category 1 or category 2 persons reside and in the neighborhood
or service area in which a Section 3 project is located.

Arranging for a location in the housing development or developments where category
1 persons reside, or the neighborhood or service area of the project, where job
applications may be delivered to and collected by a subrecipient or contractor
representative or representatives.

Conducting job interviews at the housing development or developments where
category 1 or category 2 persons reside, or at a location within the neighborhood or
service area of the Section 3 covered project.

Contacting agencies administering HUD Youthbuild programs, and requesting their
assistance in recruiting HUD Youthbuild program participants for the HA’s or
contractor’s training and employment positions.

Consulting with State and local agencies administering training programs funded
through TPA or JOBS, probation and parole agencies, unemployment compensation
programs, community organizations and other officials or organizations to assist with
recruiting Section 3 Residents for the HA’s or contractor’s training and employment
positions.

Advertising the jobs to be filled though the local media, such as community television
networks, newspapers of general circulation, and radio advertising.

Employing a job coordinator, or contracting with a business concern that is licensed
in the field of job placement (preferably one of the Section 3 Business Concerns
identified in part 135), that will undertake, on behalf of the HA, other subrecipients or
contractor, the efforts to match eligible and qualified Section 3 Residents with the
training and employment positions that the HA or contractor intends to fill.

For an HA, employing section residents directly on either a permanent or a temporary
basis to perform work generated by Section 3 assistance. (This type of employment
is referred to as “force account labor” in HUD’s Indian housing regulations. See 24
CFR 905.102, and 905.201(a)(6).)
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16)

17)

18)

19)

20)

Where there are more qualified section 3 residents than there are positions to be filled,
maintaining a file of eligible qualified Section 3 Residents for future employment
positions.

Undertaking job counseling, education and related programs in association with local
educational institutions.

Undertaking such continued job training efforts as may be necessary to ensure the
continued employment of Section 3 Residents previously hired for employment
opportunities.

After selection of bidders but prior to execution of contracts, incorporating into the
contract a negotiated provision for a specific number of public housing or other Section
3 Residents to be trained or employed on the Section 3 covered assistance.
Coordinating plans and implementation of economic development (e.g. job training and
preparation, business development assistance for residents) with the planning for
housing and community development.

B. EXAMPLES OF EFFORTS TO AWARD CONTRACTS TO SECTION 3 BUSINESS

CONCERNS:

1)
2)

3)

9)

10)

Utilizing procurement procedures for Section 3 Business Concerns similar to those
provided in 24 CFR part 905 for business concerns owned by Native Americans.

In determining the responsibility of potential contractors, consider their record of
Section 3 compliance as evidenced by past actions and their current plans for the
pending contract.

Contracting business assistance agencies, minority contractors associations and
community organizations to inform them of contracting opportunities and requesting
their assistance in identifying Section 3 business which may solicit bids or proposals
for contracts for work in connection with Section 3 covered assistance.

Advertising contracting opportunities by posting notices, which provide general
information about the work to be contracted and where to obtain additional information
in the common areas or other prominent areas of the housing development or
developments owned and managed by the HA.

Providing written notice to all known Section 3 Business Concerns of the contracting
opportunities. This notice should be in sufficient time to allow the Section 3 Business
Concerns to respond to the bid invitations or request for proposals.

Following up with Section 3 Business Concerns that have expressed interest in the
contracting opportunities by contacting them to provide additional information on the
contracting opportunities.

Coordinating pre-bid meetings at which Section 3 Business Concerns could be
informed of upcoming contracting and subcontracting opportunities.

Carrying out workshops on contracting procedures and specific contract opportunities
in a timely manner so that Section 3 Business Concerns can take advantage of
upcoming contracting opportunities, with such information being made available in
languages other than English where appropriate.

Advising section 3 business concerns as to where they may seek assistance in
overcome limitations such as inability to obtain bonding, lines of credit, financing, or
insurance.

Arranging solicitations, times for the presentation of bids, quantities, specifications,
and delivery schedules in ways to facilitate the participation of Section 3 Business
Concerns.

Page 9 of 10



11) Where appropriate, breaking out contract work items into economically feasible units
to facilitate participation by Section 3 Business Concerns.

12) Contacting agencies administering HUD Youthbuild programs, and notifying these
agencies of the contracting opportunities.

13) Advertising the contracting opportunities through trade association papers and
newsletters, and through the local media, such as community television networks,
newspapers of general circulation, and radio advertising.

14) Developing a list of eligible Section 3 Business Concerns.

15) Establishing or sponsoring programs designed to assist residents of public or Indian
housing in the creation and development of resident-owned businesses.

16) Establishing numerical goals (number of awards and dollar amount of contracts) for
award of contracts to Section 3 Businesses Concerns.

17) Supporting businesses which provide economic opportunities to low income persons
by linking them to the support services available through the Small Business
Administration (SBA), the Department of Commerce and comparable agencies at the
State and local levels.

18) Encouraging financial institutions, in carrying out their responsibilities under the
Community Reinvestment Act, to provide no or low interest loans for providing working
capital and other financial business needs.

19) Actively supporting joint ventures with Section 3 Business Concerns.

20) Actively supporting the development or maintenance of business incubators which
assist Section 3 Business Concerns.

S:\Caplmprv\MUNICIPAL\LakeWorth\TropicalDr&BartonRdImprvmnts\Sec3Requirements.wpd
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PALM BEACH COUNTY DEPARTMENT OF ECONOMIC SUSTAINABILITY

SECTION 3
PALM BEACH COUNTY INCOME LIMITS

FOR
METROPOLITAN STATISTICAL AREA
Effective March 6, 2015

NUMBER OF INCOME LIMIT AT
PERSONS IN 80% OF MEDIAN
HOUSEHOLD INCOME

1 $36,750

2 $42,000

3 $47,250

4 $52,500

5 $56,700

6 $60,900

7 $65,100

8 $69,300




