
 

 

Section 3 Final Rule Training:  Exercises (Answer Key) 
 

Module 1: Understand the Basics 

Exercise #1 – Safe Harbor Benchmarks 

Monarch Redevelopment and Housing Authority allocated funds in the current fiscal year to a 
redevelopment project at their Cordova public housing site. To get started on the redevelopment 
project, the PHA awards the redevelopment contract to a local construction company, MKJ 
Construction, Inc. MKJ Construction, Inc is owned and controlled by two wealthy business 
colleagues.  Worker records revealed that 65% of the labor hours worked over the last three 
months were performed by low- or very low-income workers and five percent were performed by 
Monarch’s public housing residents. Given this information, MKJ Construction, Inc did not 
qualify as a Section 3 business concern.   

Of the total 15,000 hours worked on the redevelopment project during the PHA’s fiscal year, 
5,000 total hours were performed by Section 3 workers.  Of those 5,000 hours, 575 hours were 
performed by Section 3 workers who additionally were certified public housing authority 
residents and 25 were performed by certified YouthBuild participants.  MKJ Construction, Inc 
verified that the Section 3 workers and Targeted Section 3 workers were eligible by collecting 
self-certification forms and certification forms from the Housing Authority’s property 
management staff.   

It is the end of the fiscal year and the project is complete.  It is time for the Housing Authority to 
complete their annual Section 3 report and they will need to enter the total labor hours worked, 
the total Section 3 labor hours worked, and the total targeted Section 3 labor hours worked.     

Instructions:  Please fill in the blanks to determine if the Monarch Redevelopment and Housing 
Authority met the Section 3 benchmarks:  
 

Total Labor Hours 15,000 
Section 3 Labor Hours 5,000 
Targeted Section 3 Labor Hours 600 

 

After entering all the hours worked into the proper categories, the reporting system will calculate 
the percentage of Section 3 hours worked and Targeted Section 3 hours worked to confirm that 
the public housing authority has reached the established safe harbor benchmarks.   
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Section 3 Worker Benchmark: 25%  

5,000 (Section 3 Labor 
Hours) 
15000 (Total Labor Hours) 

 
= 33% 

 
Targeted Section 3 Worker Benchmark: 5%  

600 (Total Targeted Labor 
Hours) 
15,000 (Total Labor Hours)  

= 4% 

 

Is Monarch Housing and Redevelopment Authority in compliance with the safe harbor 
benchmarks?  Why or why not? 

No.  In order to meet the benchmarks, it must meet BOTH the Section 3 worker and the 
Targeted Section 3 worker thresholds.   

Only the Section 3 worker benchmark of 25% is met with the project documenting 33% of 
Section 3 worker hours.  

It did not meet the Targeted Section 3 worker benchmark goal of 5% –only 4% of the 
hours were Targeted Section 3 hours.  
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Module 2: Plan and Implement 

Exercise 2 – Section 3 Plan 

Instructions: Developing a Section 3 Plan is a best practice for ensuring that Section 3 
requirements are properly implemented.  A Section 3 Plan serves as a guide to achieving 
Section 3 compliance. Walk through the components of a Section 3 Plan with your break-out 
group.  Use the questions listed below as a guide.   

1) What are the essential components of a Section 3 Plan?  

May include, but not be limited to: 

• Policy Statement/Purpose 

• Section 3 Applicability 

• Section 3 Goals/Safe Harbor Benchmarks 

• Recipient and Contractor Responsibilities 

• Prioritization and Eligibility Requirements for Workers and Businesses 

• Section 3 Certification Procedures for Workers and Businesses 

• Complaint Procedure 

2) What are other elements that could be included in the Section 3 Plan? 

May include, but not be limited to: 

• Contract provisions/language 

• Reporting Deadlines 

• Appendices with referenced attachments and/or additional policies or 
procedures (for example, a Contracting and Procurement Policy, Corrective 
Action Policies, etc.) 

3) Which internal and external partners should be included in the development of the Plan? 

External Stakeholders may include  

• Intended beneficiaries (such as low- or very low-income workers seeking 
employment and training)   

• Businesses seeking contracts  

• Community advocates  

• Business organizations  

• Educational institutions.   

Internal stakeholders may include:  
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• Attorney 

• Fellow staff members who play a vital role in achieving Section 3 goals  

• Procurement staff  

4) What process should you use for developing the Plan? 

May include, but not limited to: 

• Engage diverse community stakeholders in the development of the plan 

• Engage internal stakeholders in the development of plan 

• Once plan is developed, follow Citizen Participation Plan for review and 
approval of plan (this may include following the public notification process, 
getting City Council or Board of Commissioners approval at public 
meeting(s), etc.) 

• Consider local, state, and federal procurement requirements while 
developing plan 

• Identify a Section 3 Coordinator to carry out plan 

• Make plan accessible to the community (e.g., post on city or PHA website) 

5) What issues may arise while developing the Plan? 

May include, but not limited to: 

• Disagreements on goals and priorities (others may want to increase the 
goal to surpass required goal) 

• Process for external input (community may not feel included in process as 
a result of outreach strategies although Citizen Participation Process was 
followed) 

• Process for handling complaints 

6) In which cases and/or how often should the Section 3 Plan be revisited/updated? 

• HUD establishes Section 3 benchmarks for Section 3 workers and/or 
Targeted Section 3 workers through a document published in the FEDERAL 
REGISTER.  HUD will update the benchmarks through a document 
published in the FEDERAL REGISTER, subject to public comment, not less 
frequently than once every 3 years.  Given that Section 3 benchmarks are 
subject to change, at a minimum, every three years, the Section 3 Plan 
should be revisited and/or updated at least every three years. 

• Section 3 Plan should be revisited and/or updated as the program is 
evaluated  
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7) Self-Assessment Question: Which sections of your organization’s Section 3 Plan will 
need to be updated and how will it need to be updated based upon the training and your 
break-out room discussions?  Write down a list of updates or changes that your plan will 
need.  If your organization does not have a plan, write down some of the steps you will 
need to take to begin developing a plan. 
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Module 3 - Program Oversight 

Exercise 3 – Monitoring and Oversight 

The City of Fairfield has received many complaints from low-and very low-income residents and 
members of the public housing resident advisory board that live within five miles of the Willow 
Gardens redevelopment project site.  Residents complained that the contractor and the 
subcontractor of the redevelopment project are not following the Section 3 requirements and 
hired workers from a town outside of the city’s metropolitan area and non-metropolitan county.  
While conducting a Davis Bacon site visit, a few Section 3 workers on the project mentioned 
that the prime contractor was not collecting certification forms to support the Section 3 worker 
and Targeted Section 3 worker eligibility claims.  One of the subcontractors on the project also 
revealed that they signed a contract with the prime contractor, but there were no Section 3 
requirements or Section 3 provisions included in their subcontract.  After receiving 10 
complaints, the city decided to consult with an on-call contractor, T & A Consulting, to help them 
prepare for contractor and subcontractor monitoring visits and further investigate the potential 
noncompliance concerns. 

Instructions: You are a member of the T & A Consulting team.  Answer the following questions 
that the city has asked you to help prepare them for the monitoring visit and to help them with 
corrective action follow-up, if required. 

1) Would you recommend conducting an onsite visit to Willow Gardens or complete a desk 
review from the grantee’s offices?  Why or Why not? 
 

Both options would be valid.  An onsite visit due to the nature of the project, the 
amount of funding involved, the number of complaints, and the potential for 
Section 3 employment and contracting opportunities as a result of the activity.  It 
is recommended that you conduct a desk review of documentation and then 
conduct a site visit at Willow Gardens. 

2) Which items should the recipient’s monitoring checklist include, based upon the 
complaints received? 

• List of employees at the time of bid and a list of current employees 

• Contract or agreement 

• Section 3 Forms 

o Section 3 Worker and Targeted Section 3 Worker Self-Certification 
Forms 

o Section 3 Business Concern Self-Certification Forms 

o Certification of Effort of Prioritization for Employment, Training, and 
Contracting 

• Section 3 Plan (signed copy from pre-construction meeting) 
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• Worker records showing total labor hours worked by all workers, by 
Section 3 workers and by Targeted Section 3 workers 

• Documentation of awarded contracts/subcontracts  

• Documentation outlining qualitative efforts made to meet 
goals/requirements (advertisements and notices, evidence showing efforts 
to meet prioritization for employment, training, and contracting, etc.) 

After the monitoring visit, the city noted the following concerns: 

• The prime contractor does not have any record of eligibility for the Section 3 workers 
and Targeted Section 3 workers counted on their previous reports. 

• The prime contractor did include Section 3 requirements in the subcontractor contracts, 
however the subcontractors overlooked them.  The subcontractors mentioned that they 
are not aware of the Section 3 requirements. 

• The subcontractors have not been reporting total labor hours worked by workers or total 
labor hours worked by Section 3 workers and Targeted Section 3 workers to the 
contractor or the city. 

• The contractor and subcontractors are not utilizing any tracking mechanisms to track 
labor hours worked by Section 3 Workers and Targeted Section 3 Workers.  They are 
submitting certified payroll to comply with the Davis Bacon requirements. 
 

3) What are some examples of corrective actions that the city could include in their follow-
up report to the contractor and subcontractor? 

Examples include but are not limited to: 

• Contractor must provide verification of Section 3 worker and Targeted 
Section 3 worker eligibility for those persons previously reported as 
qualifying.  The city should provide clear direction on this process and 
provide sample certification forms.  

• Contractor must provide a new report to the city reflecting Section 3 worker 
and Targeted Section 3 workers and include those reported by the 
subcontractor.  The contractor must ensure that the subcontractor can 
provide certification for persons who are eligible/qualify. 

4) What changes can the city make to ensure contractor and subcontractor compliance for 
the current project and future Section 3 projects? 

• Ensure that requirements are communicated during pre-bid and pre-
construction meetings.  

• Provide the contractor and subcontractors with sample forms and methods 
that can be used to help them keep track of total labor hours, Section 3 
worker labor hours, and Targeted Section 3 worker labor hours. Obtain 
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signature of acknowledgment of such forms during pre-construction 
meeting.  

• Offer technical assistance to the contractor and subcontractors on the 
definitions (Section 3 Worker and Targeted Section 3 Workers), 
prioritization requirements, reporting of labor hours, and 
contractor/subcontractor responsibilities. 
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Exercise 4 – Preparing for a HUD Compliance Review 

Instructions: List examples of documents or records (under the types of records listed) that 
should be maintained for a HUD compliance review. 

1) Planning and Procedural Documents 
• Copies of signed Consolidated Plan or Public Housing Annual Plan 

certifications/ assurances. 
• Annual Plans or other performance reports (i.e., Consolidated Plans, Action 

Plans, CAPERs, PHA Annual Plans, Budget documents, etc.), to determine 
the beginning and end dates of the recipient's program or fiscal year and 
the dollar amount of covered projects/activities that were completed during 
the program or fiscal years under review.  

• Recipient procedures for monitoring subrecipients, developers, 
contractors, and subcontractors for compliance. 

• Descriptions of procedures used by the recipient, subrecipients, 
developers and contractors to verify the eligibility of Section 3 workers and 
businesses, to determine if these procedures are consistent with the 
regulation and to ensure that they do not create any undue burden to 
prospective beneficiaries. 
 
 

2) Procurement and Contract Documents 
• Procurement records, to identify the dollar amount of each covered 

contract awarded during the time span under review. 
• Copies of bid solicitations, to ensure that that Section 3 applicability is 

referenced. 
• Contract documents, to ensure that they include a Section 3 clause in 

contracts awarded. 
• Minutes, sign-in sheets, agendas, or other relevant evidence from pre-

construction meetings, to determine if Section 3 requirements were 
discussed with prospective bidders. Plans for meeting or exceeding 
benchmarks by recipients and contractors (i.e., contractors' proposals or 
business utilization plan).  

• Lists of Section 3 business concerns that received contracts/subcontracts 
during the period under review. This information should include: name of 
contractor; address; telephone number; email address; contract amount; 
date awarded; and services provided. 

 
 

3) Business and Worker Records 
• Labor hour records of recipients and contractors, to determine the 

percentage of Section 3 workers and Targeted Section 3 workers in 
comparison to total labor hours. 

• Lists of Section 3 workers and businesses maintained by the recipient, to 
determine the extent to which the recipient is attempting to provide 
economic opportunities to prospective beneficiaries. 
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• Lists of Section 3 workers or Targeted Section 3 workers employed by the 
recipient and/or its contractors during the period under review. This 
information should include: name of low- or very low-income individual; 
address; telephone number; date hired; position; and current status 
(employed, terminated, etc.). 

• Correspondence or other records from Section 3 workers and business 
regarding training, employment or contracting opportunities (including 
Section 3 grievances), to determine how those inquiries were addressed or 
resolved.  

 
a) What types of documents must be maintained for projects funded with housing and 

community development financial assistance that are not required for projects funded 
with public housing financial assistance? 

• An employer's confirmation that a worker's residence is within one mile 
of the work site or, if fewer than 5,000 people live within one mile of a 
work site, within a circle centered on the work site that is sufficient to 
encompass a population of 5,000 people according to the most recent 
U.S. Census. 
 

4) Outreach Documents 
• Evidence of outreach efforts, to determine how Section 3 workers or 

businesses were targeted or recruited for employment, training, or 
contracting opportunities. 

• Evidence that developers, contractors, or subcontractors notified local 
labor unions about their Section 3 obligations. 
 

5) Other Records 
• Other specific information related to Section 3 complaints that are currently 

pending HUD investigation. 
• Other specific information related to steps taken by the recipient to 

address previous findings from Section 3 compliance reviews or other HUD 
monitoring reviews. 

• Other relevant data that may demonstrate Section 3 compliance by the 
recipient. 
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Module 4: Report and Evaluate 

Exercise 5 – Pulling Everything Together 

The City of Fairfield is working with the Housing Authority on another project located at a 
different public housing authority site.  This project will include rehabilitation of 20 public housing 
units.  Sources of funds include $210,000 of CDBG funds, $200,000 of public housing 
assistance, and $150,000 from the Lead Hazard Control Healthy Homes Grant.  The funding for 
the project will be committed on July 29, 2021, contracts will be executed in August 2021 and 
the project will be complete in June 2022.     

Instructions:  Pretend it is June 2022 and now the project is complete, and it is time to for the 
City of Fairfield and the Housing Authority to report out on their Section 3 accomplishments.  
Using the Section 3 requirements and guidance provided during the training, please answer the 
following questions: 

1) Which subpart of the final rule should be used for the Section 3 project (subpart B of Part 
75 or subpart C of Part 75)? 
 
The Housing Authority should follow subpart B of Part 75 and the city may follow 
either subpart B or C of Part 75 for the housing and community development 
financial assistance.  For the sake of consistency, it may be easiest (best practice) 
to follow subpart B for the entire project. 

2) Which subpart should the City of Fairfield and Housing Authority follow for reporting 
purposes (subpart B of Part 75 or subpart C of Part 75)? 
 
The Housing Authority should follow subpart B of Part 75 for the public housing 
financial assistance and the city may follow subpart B or Subpart C of Part 75 and 
must report on project as a whole and identify the multiple associated recipients.   
  

3) Which factors will be considered to determine if the City of Fairfield and the Housing 
Authority complied with the Section 3 requirements and met safe harbor? 

Recipients will be considered to have complied with the Section 3 requirements 
and met safe harbor, if they certify that they: 

1) Followed the required prioritization of effort; AND 

2) Met or exceeded the Section 3 benchmarks 

Absent evidence of the contrary 

4) What are the reporting deadlines for this project and which reporting system(s) should 
be used? 

• For the housing and community development financial assistance (CDBG) 
– The city will report in IDIS in closeout screens at the time of project close 
out and in the annual CAPER. 
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• For the public housing financial assistance – the PHA will report in the 
newly developed Section 3 reporting portal available, July 1, 2021.  PHAs’ 
requirement to report their Section 3 activities and efforts starts 60 days 
after the end of their first fiscal year end (FYE) that begins after July 1, 
2021. 

• For the Lead Hazard and Healthy Homes Program assistance - Lead-Based 
grantees will report on their Section 3 activities within the Healthy Homes 
Grant Management System (HHGMS).  The reporting timeline is the same 
as indicated for PIH.  The requirement to report their Section 3 activities 
and efforts starts 60 days after the end of their first fiscal year end (FYE) 
that begins after July 1, 2021. 

5) What information must be reported? 

• The total number of labor hours worked on the project 

• The total number of labor hours worked by Section 3 workers on the 
project 

• The total number of labor hours worked by Targeted Section 3 workers on 
the project 

• If benchmarks are not met, the recipients must report on the qualitative 
efforts made to comply with the Section 3 requirements 

6) The City of Fairfield and Monarch Housing Authority did not meet the Section 3 
benchmarks.  What are examples of qualitative data and evidence that could be 
provided in the report to show that they made efforts to assist low- and very low-income 
persons?  Provide 1-2 examples of efforts that the recipients can include in their report. 

• Evidence that the contractors and subcontractors made their best efforts to 
follow the order of priority for employment, training, and contracting 
opportunities 

• City-funded workforce development training programs for low and low-
income city residents to develop a pipeline of qualified candidates for 
Section 3 opportunities 

• City funded downtown job center – provides resume and application 
assistance 

• Creation of a Section 3 database for Section 3 Businesses and Workers 
and referral mechanism for eligible workers, contractors and 
subcontractors as Section 3 opportunities arise 

7) What criteria might the City of Fairfield and the Housing Authority use to evaluate 
whether improvements are needed on their Section 3 Plan, policy, and procedures to 
ensure compliance on future projects? 

• Quantity and quality of corrective actions required as a result of monitoring 
visits (for the recipient, subcontractors and contractors) 
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• Amount of technical assistance needed by contractors and/or 
subcontractors 

• Safe harbor benchmark outcomes 
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