WHAT IS SECTION 3 BUSINESS

WHAT IS SECTION 3 BUSINESS IS A TERM THAT REFERS TO A SPECIFIC DESIGNATION USED WITHIN THE CONTEXT OF GOVERNMENT
CONTRACTING AND BUSINESS OPERATIONS. |T PRIMARILY RELATES TO THE ELIGIBILITY OF BUSINESSES TO PARTICIPATE IN
CERTAIN GOVERNMENT PROGRAMS AND CONTRACTS. UNDERSTANDING SECTION 3 IS CRUCIAL FOR BUSINESSES SEEKING TO ENGAGE
WITH FEDERAL CONTRACTS, PARTICULARLY IN THE REALM OF HOUSING AND URBAN DEVELOPMENT. THIS ARTICLE WILL PROVIDE A
COMPREHENSIVE OVERVIEW OF SECTION 3 BUSINESS, ITS SIGNIFICANCE, ELIGIBILITY REQUIREMENTS, AND HOW IT IMPACTS BOTH
BUSINESSES AND THE COMMUNITIES THEY SERVE. WE WILL ALSO ADDRESS THE NUANCES OF COMPLIANCE AND OFFER GUIDANCE
FOR BUSINESSES INTERESTED IN QUALIFYING UNDER THIS DESIGNATION.

o UNDERSTANDING SECTION 3 BUSINESS
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UNDERSTANDING SECTION 3 BUSINESS

SECTION 3 BUSINESS REFERS TO A CLASSIFICATION ESTABLISHED UNDER THE HOUSING AND URBAN DEVELOPMENT ACT OF
1968, AIMED AT ENSURING THAT ECONOMIC OPPORTUNITIES GENERATED BY CERTAIN FEDERAL FUNDING ARE DIRECTED TOWARDS
LOW~- AND VERY LOW-INCOME INDIVIDUALS, PARTICULARLY THOSE LIVING IN PUBLIC HOUSING. THE GOAL IS TO PROVIDE THESE
INDIVIDUALS WITH ACCESS TO JOBS, TRAINING, AND CONTRACTING OPPORTUNITIES THAT ARISE FROM FEDERALLY FUNDED
PROJECTS.

THIS DESIGNATION IS PARTICULARLY RELEVANT IN AREAS WHERE FEDERAL FUNDS ARE UTILIZED FOR HOUSING AND COMMUNITY
DEVELOPMENT PROJECTS. BY PROMOTING SECTION 3 BUSINESSES, THE GOVERNMENT SEEKS TO FOSTER ECONOMIC SELF-
SUFFICIENCY AND COMMUNITY DEVELOPMENT, MAKING IT AN ESSENTIAL CONCEPT FOR SMALL BUSINESSES AND CONTRACTORS
W ORKING WITHIN THESE SECTORS.

ELiGiBILITY CRITERIA

To QUALIFY AS A SECTION 3 BUSINESS, CERTAIN CRITERIA MUST BE MET. THIS ELIGIBILITY IS DETERMINED BY THE BUSINESS'S
OWNERSHIP STRUCTURE, THE INCOME LEVELS OF ITS EMPLOYEES, AND ITS CONNECTION TO THE COMMUNITIES SERVED BY THE
FEDERAL FUNDING. UNDERSTANDING THESE CRITERIA IS CRUCIAL FOR BUSINESSES LOOKING TO LEVERAGE THIS DESIGNATION.

OWNERSHIP REQUIREMENTS

A SECTION 3 BUSINESS MUST DEMONSTRATE THAT AT LEAST 5 1% OF THE BUSINESS IS OWNED BY SECTION 3 RESIDENTS,
WHICH CAN INCLUDE PUBLIC HOUSING RESIDENTS OR INDIVIDUALS WHO EARN LOW TO VERY LOW INCOMES. THIS OWNERSHIP
STRUCTURE IS INTENDED TO ENSURE THAT THE BENEFITS OF FEDERAL FUNDING ARE RETAINED WITHIN THE COMMUNITY.

EMPLOYEE INCOME LEVELS

ANOTHER CRITERION INVOLVES THE INCOME LEVELS OF THE BUSINESS’S WORKFORCE. AT LEAST 300/0 OF THE EMPLOYEES MUST
BE INDIVIDUALS WHOSE INCOMES DO NOT EXCEED THE INCOME LIMITS DEFINED BY THE DEPARTMENT OF HOUSING AND URBAN



DeveLopMenT (HUD). THESE LIMITS VARY BASED ON THE AREA AND ARE UPDATED REGULARLY.

BENEFITS OF BEING A SECTION 3 BUSINESS

BEING DESIGNATED AS A SECTION 3 BUSINESS COMES WITH SEVERAL SIGNIFICANT BENEFITS THAT CAN ENHANCE A COMPANY'S
ABILITY TO COMPETE FOR GOVERNMENT CONTRACTS AND FOSTER COMMUNITY DEVELOPMENT.

e CONTRACTING OPPORTUNITIES: SECTION 3 BUSINESSES ARE OFTEN PRIORITIZED IN THE AW ARDING OF CONTRACTS FOR
FEDERALLY FUNDED PROJECTS, INCREASING THEIR CHANCES OF SECURING LUCRATIVE CONTRACTS.

® ACCESS TO RESOURCES: BUSINESSES CAN ACCESS TRAINING, TECHNICAL ASSISTANCE, AND OTHER RESOURCES AIMED AT
IMPROVING THEIR CAPACITY TO PERFORM ON CONTRACTS.

o COMMUNITY IMPACT: SECTION 3 BUSINESSES CONTRIBUTE TO THE ECONOMIC UPLIFTMENT OF THEIR COMMUNITIES,
ENHANCING THEIR REPUTATION AND FOSTERING GOODWILL AMONG LOCAL RESIDENTS.

® NETWORKING OPPORTUNITIES: BEING PART OF THE SECTION 3 PROGRAM ALLOWS BUSINESSES TO CONNECT WITH OTHER
CONTRACTORS AND STAKEHOLDERS IN THE COMMUNITY , FACILITATING PARTNERSHIPS AND COLLABORATIONS.

COMPLIANCE REQUIREMENTS

COMPLIANCE WITH SECTION 3 REGULATIONS IS ESSENTIAL FOR BUSINESSES THAT WISH TO MAINTAIN THEIR ELIGIBILITY AND
MAXIMIZE THE BENEFITS OF THIS DESIGNATION. BUSINESSES MUST ADHERE TO SPECIFIC REPORTING AND OPERATIONAL STANDARDS
AS MANDATED BY HUD.

DOCUMENTATION AND REPORTING

SECTION 3 BUSINESSES ARE REQUIRED TO MAINTAIN DETAILED RECORDS DEMONSTRATING THEIR COMPLIANCE WITH THE
OWNERSHIP AND INCOME REQUIREMENTS. THIS INCLUDES DOCUMENTING EMPLOYEE INCOME LEVELS AND OWNERSHIP STRUCTURES.
REGULAR REPORTING TO THE APPROPRIATE HOUSING AUTHORITY OR HUD OFFICE IS ALSO NECESSARY TO ENSURE ONGOING
COMPLIANCE.

ENGAGEMENT WITH SECTION 3 RESIDENTS

BUSINESSES MUST ACTIVELY ENGAGE WITH SECTION 3 RESIDENTS BY PROVIDING THEM WITH EMPLOYMENT OPPORTUNITIES AND
PROMOTING THEIR PARTICIPATION IN THE CONTRACTING PROCESS. THIS ENGAGEMENT IS CRUCIAL FOR FULFILLING THE OBJECTIVES
OF THE SECTION 3 PROGRAM.

How To APPLY FOR SECTION 3 CERTIFICATION

THE APPLICATION PROCESS FOR SECTION 3 CERTIFICATION INVOLVES SEVERAL STEPS AIMED AT VERIFYING A BUSINESS'S
ELIGIBILITY. UNDERSTANDING THIS PROCESS CAN HELP STREAMLINE THE PATH TO CERTIFICATION.

1. GATHER DOCUMENTATION: COLLECT NECESSARY DOCUMENTS THAT DEMONSTRATE OWNERSHIP STRUCTURE AND
EMPLOYEE INCOME LEVELS.

2. COMPLETE THE APPLICATION: FILL OUT THE SECTION 3 BUSINESS CERTIFICATION APPLICATION, PROVIDING ACCURATE
AND COMPLETE INFORMATION.

3. SUBMIT FOR REVIEW: SUBMIT THE COMPLETED APPLICATION ALONG WITH SUPPORTING DOCUMENTS TO THE LOCAL
HOUSING AUTHORITY OR THE DESIGNATED HUD OFFICE.



4. Recelve CERTIFICATION: AWAIT REVIEW AND APPROVAL FROM THE HOUSING AUTHORITY. UPON APPROVAL, YOU WILL
RECEIVE YOUR SECTION 3 CERTIFICATION.

CoMMoN CHALLENGES AND SOLUTIONS

W/HILE THE BENEFITS OF BEING A SECTION 3 BUSINESS ARE SIGNIFICANT, THERE ARE COMMON CHALLENGES THAT BUSINESSES MAY
FACE DURING THE CERTIFICATION PROCESS AND BEYOND. [UNDERSTANDING THESE CHALLENGES CAN HELP BUSINESSES PREPARE AND
NAVIGATE THEM EFFECTIVELY.

DocUMENTATION CHALLENGES

MANY BUSINESSES STRUGGLE WITH GATHERING THE NECESSARY DOCUMENTATION TO PROVE COMPLIANCE WITH SECTION 3
REQUIREMENTS. TO ADDRESS THIS, BUSINESSES SHOULD IMPLEMENT ROBUST RECORD-KEEPING PRACTICES AND SEEK ASSISTANCE
FROM LOCAL HOUSING AUTHORITIES IF NEEDED.

AWARENESS AND OUTREACH

ANOTHER CHALLENGE IS RAISING AW ARENESS AMONG SECTION 3 RESIDENTS ABOUT AVAILABLE OPPORTUNITIES. BUSINESSES
CAN OVERCOME THIS BY ACTIVELY PARTICIPATING IN COMMUNITY EVENTS AND COLLABORATING WITH LOCAL ORGANIZATIONS
TO PROMOTE THEIR JOB OPENINGS AND TRAINING PROGRAMS.

CoNCLUSION

UNDERSTANDING WHAT IS SECTION 3 BUSINESS IS ESSENTIAL FOR CONTRACTORS AND BUSINESSES LOOKING TO ENGAGE WITH
FEDERAL PROGRAMS AIMED AT FOSTERING COMMUNITY DEVELOPMENT. BY MEETING THE ELIGIBILITY CRITERIA, COMPLYING WITH
REGULATIONS, AND ACTIVELY PARTICIPATING IN COMMUNITY ENGAGEMENT, BUSINESSES CAN NOT ONLY BENEFIT FROM
GOVERNMENT CONTRACTING OPPORTUNITIES BUT ALSO CONTRIBUTE TO ECONOMIC EMPOWERMENT FOR LOW -INCOME
INDIVIDUALS. THE SECTION 3 DESIGNATION SERVES AS A VITAL TOOL FOR BUSINESSES COMMITTED TO MAKING A POSITIVE
IMPACT IN THEIR COMMUNITIES WHILE PURSUING GROWTH AND SUCCESS.

Q: WHAT IS THE PRIMARY PURPOSE OF SECTION 3 BUSINESS DESIGNATION?

A: THE PRIMARY PURPOSE OF SECTION 3 BUSINESS DESIGNATION IS TO ENSURE THAT ECONOMIC OPPORTUNITIES GENERATED BY
FEDERAL FUNDING FOR HOUSING AND COMMUNITY DEVELOPMENT ARE DIRECTED TOWARDS LOW - AND VERY LOW-INCOME
INDIVIDUALS, PARTICULARLY THOSE LIVING IN PUBLIC HOUSING.

Q: WHO QUALIFIES AS A SECTION 3 RESIDENT?

A: A SECTION 3 RESIDENT IS DEFINED AS A PUBLIC HOUSING RESIDENT OR AN INDIVIDUAL WHO EARNS LOW TO VERY LOW
INCOME AS DETERMINED BY THE DEPARTMENT OF HousING AND UrBAN DeveLopMenT (HUD).

Q: CAN A BUSINESS LOSE ITS SECTION 3 STATUS?

A: YES, A BUSINESS CAN LOSE ITS SECTION 3 STATUS IF IT FAILS TO COMPLY WITH THE ELIGIBILITY CRITERIA OR REPORTING
REQUIREMENTS SET FORTH BY HUD. MAINTAINING ACCURATE DOCUMENTATION AND ACTIVE ENGAGEMENT WITH SECTION 3
RESIDENTS IS ESSENTIAL TO RETAIN THIS DESIGNATION.



Q: ARE THERE FEES ASSOCIATED WITH OBTAINING SECTION 3 CERTIFICATION?

A: GENERALLY, THERE ARE NO FEES REQUIRED TO OBTAIN SECTION 3 CERTIFICATION. HO\)(/EVER, BUSINESSES MAY INCUR COSTS
RELATED TO DOCUMENTATION PREPARATION AND COMPLIANCE ACTIVITIES.

QI How OFTEN MUST SECTION 3 BUSINESSES REPORT THEIR COMPLIANCE?

A: SECTION 3 BUSINESSES MUST REPORT THEIR COMPLIANCE REGULARLY, AS SPECIFIED BY THE LOCAL HOUSING AUTHORITY OR
HUD. THIS MAY INCLUDE ANNUAL REPORTS OR UPDATES WHENEVER THERE ARE CHANGES IN BUSINESS STRUCTURE OR EMPLOYEE
INCOME.

Q: CAN NON-PROFITS BE CONSIDERED SECTION 3 BUSINESSES?

A: YES, NON-PROFIT ORGANIZATIONS CAN QUALIFY AS SECTION 3 BUSINESSES IF THEY MEET THE OWNERSHIP AND EMPLOYEE
INCOME CRITERIA ESTABLISHED UNDER THE SECTION 3 REGULATIONS.

Q: How DOES SECTION 3 IMPACT COMMUNITY DEVELOPMENT?

A: SECTION 3 SIGNIFICANTLY IMPACTS COMMUNITY DEVELOPMENT BY CREATING JOB OPPORTUNITIES AND INCREASING THE
ECONOMIC SELF-SUFFICIENCY OF LOW-INCOME INDIVIDUALS, THEREBY PROMOTING OVERALL COMMUNITY GROWTH AND
RESILIENCE.

Q: WHAT TYPES OF CONTRACTS ARE ELIGIBLE UNDER SECTION 37

A: CONTRACTS THAT INVOLVE CONSTRUCTION, REHABILITATION, OR OTHER FEDERALLY FUNDED PROJECTS RELATED TO HOUSING
AND URBAN DEVELOPMENT ARE TYPICALLY ELIGIBLE UNDER SECTION 3.

Q: Is THERE A TIME LIMIT FOR SECTION 3 CERTIFICATION?

A: SECTION 3 CERTIFICATION DOES NOT HAVE A SPECIFIC EXPIRATION DATE, HOWEVER, BUSINESSES MUST MAINTAIN
COMPLIANCE WITH SECTION 3 REQUIREMENTS TO RETAIN THEIR CERTIFICATION STATUS.

QI How CAN BUSINESSES PROMOTE THEIR SECTION 3 STATUS TO POTENTIAL CLIENTS?

A: BUSINESSES CAN PROMOTE THEIR SECTION 3 STATUS BY INCLUDING IT IN THEIR MARKETING MATERIALS, HIGHLIGHTING THEIR
COMMITMENT TO COMMUNITY DEVELOPMENT, AND ACTIVELY SEEKING PARTNERSHIPS WITH ORGANIZATIONS THAT SUPPORT
SECTION 3 INITIATIVES.
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