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Introduction 
 
Section 3 of the Housing and Urban Development Act of 1968, as amended, is a legislative 
directive that requires recipients of government financial assistance from the United States 
Department of Housing and Urban Development (HUD) for housing and community 
development programs to provide economic opportunities to low- and very low-income 
persons (regardless of race or gender).  These economic opportunities include, but are not 
limited to, providing preference in new employment, training and contracting opportunities of 
low- and very low-income persons. 

 
Section 3 is activated when construction and rehabilitation projects create the need for new 
employment, contracting, or training opportunities.  Recipients and contractors are not 
required to hire Section 3 Residents or award contracts to Section 3 Business Concerns other 
than what is needed to complete a covered project.  Recipients and contractors should, 
though, attempt to meet the required numerical goals for hiring and retaining low- and very 
low-income persons.  If the expenditures of the project do not result in new employment, 
contracting, or training opportunities, the requirement of Section 3 is not activated.  
Nevertheless, the recipient and its contractors are required to submit Section 3 report 
information explaining this. 
 
This policy and handbook has been prepared to provide information and general guidance as 
to how the City of Mount Pleasant (the “City”) will administer Section 3 regulations.  This 
guide should not be treated as a recitation of the Section 3 Act and its regulations.  It is a 
summary of the pertinent provisions, and focuses on the requirements imposed on the 
Developer, General Contractor and Subcontractor(s) receiving Section 3 funds.  Developers, 
General Contractors and Subcontractors bear the responsibility to familiarize themselves with 
the Section 3 Act and regulations prior to accepting Section 3 Covered Assistance. 
 

Policy Statement 
 
The City shall provide economic opportunities to low- and very low-income persons living in 
the City of Mount Pleasant, Central Business District and its immediate area (City of Mount 
Pleasant and Isabella  County).  The City should also provide economic opportunities to 
businesses within that area that meet the definition of “Section 3 Business Concern.”  
Accordingly, the City shall implement policies and procedures to ensure that Section 3, when 
required, is followed to the “greatest extent feasible” for all contracts where labor/professional 
services are provided.   
 
This policy shall not apply to contractors who only furnish materials or supplies through 
Section 3 Covered Assistance.  It will apply to contractors who install materials or equipment 
(see definition of “Section 3 Contractor” below).  Where federal housing and community 
development assistance provides for partial funding for a Section 3 Covered Project or activity, 
the entire project or activity is subject to Section 3 requirements.  Nothing in this Policy shall 
be construed to require the employment or contracting of a Section 3 Resident or Section 3 
Business Concern who does not meet the qualifications of the position to be filled or who 
cannot fulfill the contract.   
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Successful compliance with the Section 3 Act and regulations by the Developer and/or 

General Contractor will be factor in determining future awards of Section 3 Covered 
Assistance. 

 

 
Definitions 

 
The City incorporates into this policy and handbook the definitions contained in § 135.5 of 24 

CFR Part 135.  (Also, see the June 30, 1994 Federal Register) 
 

Defined Terms of Policy and Handbook 
 

 Section 3 – Section 3 means Section 3 of the Housing and Urban Development 
Act of 1968, as amended (12 U.S.C. 1701u)(“HUD”).  This act recognizes that 
funds of HUD are typically one of the largest sources of federal funding expended 
in communities through the form of grants, loans, entitlement allocations and other 
forms of financial assistance.  By doing so, this act seeks to guarantee that when 
employment or contracting is generated due to these activities, that preference in 
employment and contracting is given to low- and very low-income persons or 
Section 3 Business Concerns residing in the community where the project is 
located. 

 
 Section 3 Business Concerns – Section 3 Business Concerns refer to a business 

or businesses that meet the following criteria: 
 

1) That is 51 percent or more owned by Section 3 Residents; OR 
2) Whose permanent, full-time employees include persons, at least 30 percent 

of whom are currently Section 3 Residents, or within three years of date of 
first employment with the business concern were Section 3 Residents; OR 

3) Provides evidence of a commitment to subcontract in excess of 25 percent 
of the dollar award of all subcontracts to be awarded to business concerns 
that meet the qualifications set forth in paragraphs (1) or (2) in this 
definition. 

 

 Section 3 Contractor – An entity that contracts to perform work generated by 
Section 3 Covered Assistance, a Section 3 Covered Project, or to perform the work 
of Section 3 Covered Community Planning and Development Funding. 

 

 Section 3 Coordinator – Refers to the individual appointed by the City to enforce 
the City’s Section 3 Policy and Handbook, and to see that the goals established for 
Section 3 are being met by Section 3 Developers, Contractors, and Subcontractors. 

 

 Section 3 Covered Assistance – Section 3 Covered Assistance relates to the 
following types of development: 

1) Public and Indian housing development assistance provided pursuant to 
section 5 of the 1937 Act; 

2) Public and Indian housing modernization assistance provided pursuant to 
section 9 of the 1937 Act; 

3) Assistance provided under any HUD housing or community development 
program that is expended for work arising in connection with: 
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i) Housing rehabilitation (including reduction and abatement of 
lead-based paint hazards, but excluding routine maintenance, 
repair and replacement);  

ii) Housing construction; OR 
iii) Other public construction project (which includes other buildings 

or improvements, regardless of ownership). 
 

 Section 3 Covered Community Planning and Development Funding – 
Community Development Block Grant (“CDBG”), Home Investment Partnership 
Assistance (“HOME”), Emergency Shelter Grants “ESG”), Neighborhood Stabilization 
Programs (“NSP”), and certain other grants awarded under HUD Notices or Funding 
Availability (“NOFA”s).  The requirements for Section 3 only apply to the portion(s) 
of covered funding that were used for project/activities involving housing 
construction, rehabilitation, demolition, or other public construction. 

 

 Section 3 Covered Contract – A contract or subcontract (including a 
professional service contract) awarded by a recipient or contractor for work 
generated by the expenditure of Section 3 Covered Assistance, or for work arising 
in connection with a Section 3 Covered Project.  “Section 3 Covered Contracts” do 
not include contracts awarded under HUD’s procurement program, which are 
governed by the Federal Acquisition Regulation System (see 48 CFR, Chapter 1).  
“Section 3 Covered Contracts” also do not include contracts for the purchase of 
supplies and materials.  However, whenever a contract for materials includes the 
installation of the materials, the contract constitutes a Section 3 Covered Contract.  
For example, a contract for the purchase and installation of a furnace would be a 
Section 3 Covered Contract because the contract is for work (i.e., the installation of 
the furnace) and thus is covered by Section 3. 

 

 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. 

 

 Section 3 Developer – Any entity engaged in the business of development of 
affordable housing which is an applicant for Section 3 Covered Assistance or has 
been awarded Section 3 Covered Assistance. 

 

 Section 3 Recipient (the City) – The entity which receives Section 3 Covered 
Assistance, a Section 3 Covered Project, or Section 3 Covered Community Planning 
and Development Funding from HUD, in this case the City 

 

 Section 3 Regulations – Regulations found in 24 CFR Part 135 which govern the 
application of the Section 3 Act. 

 

 Section 3 Requirements – Employment, training and contracting opportunities 
imposed by the Section 3 Act upon recipients, developers, and contractors. 

 
 Section 3 Resident – A Section 3 Resident is one of the following: 

 
1) A public housing resident; OR 
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2) An individual who resides in the metropolitan area or non-metropolitan 
county in which the Section 3 Covered Assistance is expended, and who is: 

 Low income – A family (includes single-person household) whose 
family income does not exceed 80 percent of the median income 
for the area, as determined by the Secretary of Housing and 
Urban Development. 

 Very Low-income – A family (includes single-person household) 
whose family income does not exceed 50 percent of the median 
income for the area, as determined by the Secretary of Housing 
and Urban Development. 

 

 Section 3 Subcontractor – An entity which has a contract with the general 
contractor to undertake a portion of the contractor’s obligation for the performance 
of work generated by Section 3 Covered Assistance, a Section 3 Covered Project, or 
to perform the work of a Section 3 Covered Community Planning and Development 
Funding project. 
 

 Third Party Administrator- An entity which has a contract with the Recipient to 
administer portions of the work performed under Section 3, with oversight by the 
Recipient.  

 
Responsibilities of Recipient (the City): 
 

A recipient of Section 3 Covered Assistance, a Section 3 Covered Project, or Section 3 Covered 
Community Planning and Development Funding is required, by law, to comply with Section 3 
in its own operations, and to ensure that contractors and subcontractors of the Section 3 
Contractor comply with Section 3 to the “greatest extent feasible.”  To that end, the Recipient 
is required to comply with Section 3 in its own operations by doing the following: 

 
a) Notify Section 3 Residents and Section 3 Business Concerns about jobs and contracts 

generated by Section 3 Covered Assistance, a Section 3 Covered Project, or Section 3 
Community Planning and Development Funding; 

b) Notify potential contractors of the objectives and numerical goals of Section 3 and the 
ways in which each contractor can reach those goals; 

c) Require that a Section 3 Clause be included in all contracts signed by Section 3 
Developers, Contractors, and Subcontractors; 

d) Facilitate training and employment opportunities for Section 3 Residents; AND 
e) Document the action that Section 3 Developers, Contractors, and Subcontractor take to 

comply with Section 3 Requirements, the results of such actions, and impediments, if 
any. 

 
The recipient also has a responsibility to “ensure compliance” by contractors involved.  In that 
spirit, the recipient will require a contractor to do the following: 

 
a) Notify subcontractors of their responsibilities under Section 3, which includes 

incorporating the Section 3 Clause in all contracts with subcontractors, as well as 
requiring all subcontractors to fill out necessary Section 3 forms that the City requires; 

b) Refrain from entering into contracts with subcontractors that are in violation of the 
regulations in 24 CFR Part 135; 
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c) Respond to complaints made to the Section 3 Recipient by Section 3 Residents or 
Section 3 Business Concerns that the contractor or subcontractor is not in compliance 
with 24 CFR Part 135;  

d) Certify that the contractor and subcontractor(s) agree to comply with all applicable 
Michigan State Housing Development Authority (“MSHDA”) and HUD regulations, as 
may subsequently be amended, and shall cooperate with all reporting requirements 
and any financial audit required for the City’s compliance with the terms of the Section 
3 funding; AND 

e) Cooperate with HUD in obtaining the compliance of contractors and subcontractors 
when allegations are made that the contractors and subcontractors are not in 
compliance with the regulation of 24 CFR Part 135. 

 
Section 3 Coordinator 
 

The City shall appoint a Section 3 Coordinator, who will serve as the immediate point of 
contact for the Section 3 Recipient, Developer, Contractor, and Subcontractor(s).  This 
Coordinator shall be tasked with ensuring that all Section 3 Requirements are met, and if they 
are not met, they should document the reason as to why.  The Section 3 Coordinator shall 
provide technical assistance as it relates to Section 3 Requirements to Section 3 Developers, 
Contractors, and Subcontractors. The Section 3 Coordinator will also be responsible for 
interpreting Section 3 regulations, assisting Section 3 Developers, Contractors, and 
Subcontractors in identifying employment opportunities and training programs for Section 3 
Residents, and provide methods to help Section 3 Developers, Contractors, and 
Subcontractors outreach to Section 3 Residents and Section 3 Business Concerns to inform 
them of economic opportunities that are available.  The Section 3 Coordinator shall work with 
the Third Party Administrator to ensure compliance.   

 
Numerical Goals and Preference for Employment, Contracting and Training Opportunities 
 

The City has established numerical goals that comply with Section 3 regulations and priorities, 
consistent with those set forth by HUD.  These goals and priorities serve as a tool for ensuring 
the effectiveness of the City’s efforts to ensure that Section 3 Residents and Section 3 
Business Concerns are given an economic opportunity to the “greatest extent feasible.”  

 
The City of Mount Pleasant’s Minimum Numerical Goals are as follows: 
 

 30 percent of the aggregate number of new hires by a Section 3 Contractor or Section 
3 Subcontractor(s) shall be Section 3 Residents annually. 

 10 percent of the total dollar amount of all Section 3 Covered Contracts will be 
awarded to Section 3 Business Concerns. 

 3 percent of the total dollar amount of all non – construction Section 3 Covered 
Contracts, shall be awarded to Section 3 Business Concerns. 

 
In order to meet these numerical goals, and demonstrate compliance with the “greatest extent 
feasible” requirement of Section 3, contractors must meet the priorities set forth below for 
providing training and employment to Section 3 Residents.  These priorities are pursuant to § 
135.34, 24 CFR Part 135 and are the following: 

 

  First Priority: Residents of the development where the work is to be performed; 
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Second Priority: Other residents of the neighborhood where the work is to be 
performed; 

 
Third Priority: Other residents of the neighborhood who are participants in HUD-
Youthbuild or other federal, state, and local job programs being carried out in the City 
or county area; OR 

 
Fourth Priority: Other persons from the project’s immediate area who meet the 
definition of Section 3 Resident contained in § 135.5, 24 CFR Part 135. 
 

In order to comply with Section 3 Requirements on contracting, contractors must give 
contracting preference to Section 3 Business Concerns, by following the following priorities 
that are pursuant to § 135.34, 24 CFR Part 135: 
 
Public and Indian Housing Programs: 
 

First Priority: Business Concerns that are 51 percent or more owned by residents of 
the housing development or developments for which Section 3 Covered Assistance is 
expended, or whose full-time, permanent workforce includes 30 percent of these 
persons as employees; 
 
Second Priority: Business Concerns that are 51 percent or more owned by residents 
of other housing developments or developments managed by the housing authority 
that is expending the Section 3 Covered Assistance, or whose full-time, permanent 
workforce includes 30 percent of these persons as employees; 
 
Third Priority: HUD Youthbuild programs being carried out of Isabella County for 
which Section 3 Covered Assistance is expended; OR 
 
Fourth Priority: Business Concerns that are 51 percent or more owned by Section 3 
Residents, or whose permanent, full-time workforce includes no less than 30 percent 
Section 3 Residents, or that subcontract in excess of 25 percent of the total amount of 
subcontracts to Section 3 Business Concerns. 

 
Housing and Community Development Programs: 
 

First Priority: 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; 
 

 Second Priority: Applicants selected to carry out HUD Youthbuild programs; OR 
 
 Third Priority: Other Section 3 Business Concerns. 

 
In the event that a Section 3 Contractor or Subcontractor cannot hire based on Section 3 
Resident employment and training priorities or contract based on the Section 3 Business 
Concerns contracting priorities, they must then document and explain the reasons as to why, 
and then submit that explanation to the Section 3 Coordinator for the City. 
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Formal Section 3 Plan 
 

After the Section 3 Contractor has been selected, the Section 3 Recipient shall schedule a 
meeting with the Section 3 Developer and Contractor to discuss Section 3 Requirements.   

 
After such meeting is complete, a comprehensive Section 3 Plan shall be completed and 
signed by a representative of all parties involved (Section 3 Developer, Contractor, and 
Subcontractors[s]).  This comprehensive Section 3 Plan needs to also include the Section 3 
goals of the Section 3 Developer, Contractor, and Subcontractor(s).  After successful 
completion of the plan, the Section 3 Developer, Contractor, and Subcontractor(s) are then 
required to submit it to the Section 3 Coordinator for the City for review and approval. 

 
Components of Section 3 Plan 
 

The Section 3 Plan must contain specific information, including but not limited to the 
following: 

 
a) Statement certifying that the Section 3 Developer, Contractor, and/or Subcontractor(s) 

agree to comply with the Section 3 Act and regulations, as well as the City of Mount 
Pleasant’s Section 3 Policy and Handbook; 

b) Statement certifying that the Section 3 Developer, Contractor, and/or Subcontractor(s) 
agree to comply with all applicable MSHDA and HUD regulations, as may subsequently 
be amended, and that the Section 3 Developer, Contractor, and/or Subcontractor(s) 
shall cooperate with all reporting requirements and with any financial audit required for 
the City’s compliance with the terms of the Section 3 funding (including but not limited 
to providing any necessary written authorizations), shall comply with generally 
accepted accounting principles and generally accepted government auditing standards 
and, that the Section 3 Developer, Contractor, and/or Subcontractor(s) shall maintain 
records pertaining to work performed under Section 3 for the minimum amount of time 
required by applicable MSHDA and HUD regulations following satisfactory completion 
of the work and shall make such records available to the City upon the City’s written 
request.  

c) Statement certifying that the Section 3 Developer, Contractor, and/or Subcontractor(s) 
are aware of the employment, training, and contracting goals, and agree to work 
together to meet these goals; 

d) Name and contact information of the Section 3 Developer, Contractor, and/or 
Subcontractor(s) Section 3 Coordinator; 

e) Identification of the Section 3 project area (area in which project is located); 
f) Section 3 Developer, Contractor, and/or Subcontractor(s) current workforce, and 

additional workforce that will be needed to complete the project; 
g) Section 3 Developer, Contractor, and/or Subcontractor(s) employment, training and 

contracting opportunity goals for project; 
h) Specific strategies for notifying Section 3 Residents of Section 3 employment and 

training goals; 
i) Specific strategies for notifying Section 3 Business Concerns of Section 3 contracting 

opportunities; 
j) Commitment by Section 3 Contractor to inform all potential Section 3 Subcontractor(s) 

of its Section 3 Plan, and ensure that the Section 3 Contractor holds Section 3 
Subcontractor(s) accountable to all Section 3 Requirements; 
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k) Commitment by Section 3 Developer and Contractor to prepare and submit to the City 
of Mount Pleasant’s Section 3 Coordinator, monthly Section 3 reports; 

l) Commitment by Section 3 Developer and Contractor to include Section 3 Clause (see 
attachments) in all construction contracts and subcontracts for Section 3 Covered 
Contracts; AND 

m) Commitment by Section 3 Developer, Contractor, and Subcontractor(s) to conduct 
aggressive outreach and notify Section 3 Residents and Section 3 Business Concerns of 
Section 3 goals, including the use of site signage, fliers, etc. 

 
Implementation Strategies for Notifying of Employment, Training and Contracting 
 

In order to comply with the Section 3 Act and regulations, the Section 3 Developer, 
Contractor, and Subcontractor(s), as applicable to each project, shall implement an aggressive 
campaign to encourage participation of Section 3 Residents and Section 3 Business Concerns.  
Some strategies to implement this campaign include the following: 

 
a) Publish a notice in a local newspaper of the potential employment and training 

opportunities for Section 3 Residents and Section 3 Business Concerns.  Written notice 
must be provided in sufficient time to enable Section 3 Business Concerns the 
opportunity to respond to bid invitation; 

b) Post in a prominent location at the Section 3 Covered Project site notice of the 
potential employment and training opportunities for Section 3 Residents, and potential 
contracting opportunities for Section 3 Business Concerns; 

c) Submit letters or fliers to the residents of a Section 3 Covered Project advising them of 
employment, training and contracting opportunities for the Section 3 Covered Project 
(applies to rehabilitation only when there are existing residents); 

d) Provide residents of the Section 3 Covered Project and the surrounding area with 
information on how to get certified as a Section 3 Resident or Section 3 Business 
Concern; 

e) Provide public housing authorities in Isabella County County with fliers, notices and 
other information related to Section 3 employment, training and contracting 
opportunities for the Section 3 Covered Project; 

f) Provide information to residents of a Section 3 Covered Project and the surrounding 
area regarding established job training programs located within the Section 3 Covered 
Project area; 

g) Provide minority and women-focused labor and trade organizations with notice of 
Section 3 employment, training and business opportunity goals; 

h) Provide minority and women-focused labor and trade organizations with notice of 
when and where plans and specifications for bid review will be distributed; OR 

i) Contact the following groups that have been identified in assisting to find Section 3 
Residents employment, and Section 3 Business Concerns contracting opportunities. 

 

Organization Name Website Phone Address 
Isabella County Habitat for 

Humanity 
Job Postings 

www.habitat.org (989) 773-0043 
 201 East Pickard Street, 

Mount Pleasant, MI 48858 

The Morning Sun 
Job or Bid Postings 

http://www.themorningsun.com/ (989)-779-6100 
711 W. Pickard St. 

Mount. Pleasant, MI 48858 

 Michigan Works 
Job Placement, Training 

http://www.michiganworks.org/ (989) 772-5304 
5889 E Broadway Rd, 

Mount Pleasant, MI 48858 
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Section 3 Certifications 
 

The City requires that Section 3 Residents and Section 3 Business Concerns register with the 
City’s Section 3 Coordinator to ensure that they are Section 3 certified.  This is a self-
certification that the Section 3 Coordinator will verify upon successful completion of the 
required forms by a Section 3 Resident or Section 3 Business Concern applicant.  The 
following documents are required to apply for Section 3 Resident and Section 3 Business 
Concern status, respectively: 

 
Section 3 Resident – Any person requesting Section 3 preference in hiring and training 
shall complete the City’s Section 3 Resident Certification Form.  Additionally, the person 
seeking certification shall provide the adequate documentation regarding permanent 
residence and income.  Verification of income eligibility will be determined using one of 
the following forms: 

 
a) A public housing or Section 8 lease agreement; 
b) Evidence of income (most recent W-2 or income tax return);  
c) Evidence of receipt of public assistance; or 
d) Any other evidence acceptable to the City’s Section 3 Coordinator. 

 
Section 3 Business Concern – Any business seeking Section 3 preference shall 
complete the City’s Section 3 Business Concerns Certification Form.  This form is a self 
certification, and Section 3 Business Concerns bear the ultimate responsibility of ensuring 
and maintaining their Section 3 status, as well as complying with all related HUD 
regulations. 

 
Applications requesting for Section 3 Business Concern status must be submitted to the 
City’s Section 3 Coordinator prior to submission of bids for review.  Section 3 Business 
Concerns shall provide additional documentation to the City upon request. 

 
After reviewing the required documents submitted requesting Section 3 Resident and Section 
3 Business Concerns status, the Section 3 Coordinator for the City will then send a letter 
certifying Section 3 status, provided all applicable requirements are satisfied. The City will also 
keep a database of eligible Section 3 Residents and Section 3 Business Concerns.   

 
Section 3 Compliance and Monitoring 
 

The City is available at all times to provide guidance and technical support to Section 3 
Developers, Contractors, and Subcontractor(s) to ensure that they understand the goals and 
regulations of Section 3.  Additionally, the City will maintain a database of eligible Section 3 
Residents and Section 3 Business Concerns to assist Section 3 Developers, Contractors, and 
Subcontractors in outreaching to both constituencies. 

 
Section 3 Developers, Contractors, and Subcontractors are required to retain copies of all 
outreach attempts, copies of all responses to notices published in papers and posted publicity, 
copies of all responses to bid invitations, and any other relevant information pertaining to 
Section 3 outreach.  Copies of all outreach shall be surrendered to the City upon request. 
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The City also retains the right to conduct on-site reviews of a Section 3 Covered Project to 
determine whether the Section 3 Developer, Contractor, and/or Subcontractor(s) are 
complying with the approved Section 3 Plan. 

 
In the event that the City determines that a Section 3 Developer, Contractor, and/or 
Subcontractor(s) are not in compliance with the approved Section 3 Plan, then the party in 
violation will be provided with a written notice of non-compliance.  The notice will require the 
party in violation to meet with the City’s Section 3 Coordinator to determine if the best efforts 
were used to follow the plan.  If they were not, then the Section 3 Coordinator will advise on 
the necessary steps to meet the goals of the Section 3 Plan. 
 

Section 3 Policy and Handbook Attachments 
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Section 3 Regulations 
Section 3 Clause 
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Section 3 Plan (Section 3 Subcontractor[s]) 
Contracting Plan Worksheet 
Outreach to Solicit Bids from Section 3 Business Concerns 
Permanent Employee Listing (Section 3 Developer, Contractor, Subcontractor[s]) 
Workforce Needed for Section 3 Covered Project (Section Developer, Contractor, Subcontractor[s]) 
New Hires (Section 3 Developer, Contractor, Subcontractor[s]) 
Section 3 New Hires Trained (Section 3 Developer, Contractor, Subcontractor[s]) 
Certification for Business Concerns Seeking Section 3 Preference in Contracting 
Certification for Resident Seeking Section 3 Preference in Training & Employment 
HUD Form 60002 Section 3 Summary Report 
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