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Section 3





Applicability

•Section 3 requirements apply to all 
housing rehabilitation, housing 
construction or other public 
construction projects

•Recipient or sub recipient's award 
exceeds $200,000;

• Contract or subcontract exceeds 
$100,000 

•Does not apply to purchase of 
supplies and materials except when 
installation is  involved



When is the
regulation
triggered?

When hiring, contracting or job training
opportunities arise in connection with housing
rehabilitation, housing construction or other
public construction.
 Recruitment of Section 3 Residents &

Businesses



Definitions



Section 3 Goals

•Demonstrate good faith effort to meet numerical goals 
established in regulation— “safe harbor”

•30 percent of the number of new hires
•10 percent of the total dollar amount of contracts for 
building trades

•3 percent of the total dollar amount of other contracts



How are 
these 
“safe 
harbor” 
goals 
achieved?

Outreach to Section 3 residents 
and businesses

Documentation of Outreach

Give a Preference in hiring and 
contracting to Section 3 residences 
and businesses



Recipient Responsibilities
•Post Job and Contract opportunities in sources generally available to LMI people
• Advertisement for bids and proposals contain the following each
advertisement/public notice and website: “This project is covered under the
requirements of Section 3 of the HUD Act of 1968.”

•Incorporating the HUD mandated Section 3 clauses in all contracts
•Providing Resident Certification and Affidavit forms for employment at the
recipient or sub-recipient’s business offices and allowing applications to be
submitted at appropriate local locations

•Encouraging the training of Section 3 residents by the contractors
•Refusing to award contracts to businesses or persons that have previously
violated Section 3 requirements.

•Include discussion of Section 3 in pre-construction meeting
•Provide/ make available Solicitation Package
•Document actions taken to comply
•Reporting annually



Recipients also must implement at least one (1) of 
the following actions:

Facilitating an opportunity fair annually for contractors to meet 
interested Section 3 residents for possible employment. 

When employment opportunities arise or are anticipated, posting all 
job sites funded by DCA with a location or phone number of whom 
and how to apply for any opportunities for employment, training or 
contracting. The sign should be no smaller than 24” x 24” in Black ink 
and specifically read:

“This project is covered under Section 3 of the HUD Act of 1968 which 
requires that any new hiring opportunities first be directed to low- and 
very low-income persons in this community. Please contact (list the 

contact person name and number) for information on any employment, 
contracting and sub-contracting opportunities.”



Hiring
1. In HUD assisted housing.
2. At the site where the work is 

being performed. 
3. In the city where the work is 

being performed.
4. In the county where the work 

is being performed.

Contracting (Business Concerns)
1. ROB owned/operated at 51% by 

Section 3 Residents. 
2. Businesses that employ Section 

3 residents at no less than 30% 
of the contractors aggregate full 
time staff.

3. Contractors that at the time of bid 
show evidence (meaning the 
specific name and preference 
met) of their intent to award no 
less than 25% of their total award 
to Section 3 business concerns.

Preferences & Eligibility



Operating Procedures
 Post positions in at least three community sources (see Policy)
 Use of temporary agencies

 Placements must self certify and be offered Preference
 Post contracting opportunities in at least three community 

sources
 Contractor must convey history of compliance
 Contract language regarding compliance for those that claim a 

Preference
 Preference must be maintained or subject to penalties
 Contractors may be banned from future participation



Solicitation 
Package

Instructions

Section 3 Clause

Cure and Termination Clause

Selection of Preference

Previous Compliance Certification

Action Plan



Solicitation Package forms
Section 3 Self-Certification and Action Plan

•Allows a contractor to claim preference
or

•Allows a contactor to decline preference
Previous Section 3 Compliance Certification

•Allows a contractor to certify compliance on 
previous work 

Assurance of Compliance Certification/Action 
Plan

•List subcontractors (if known)
•List of workforce

•Changes will constitute NEW hires
•Provides “Before and After” picture for 
compliance documentation

•Provides record keeping requirements
Self Certifications



Solicitation Package
Contract award exceeding $100,000 & Claiming Preference

• Section 3 Self-Certification and Action Plan and the Section 3 
Business Concern Self Certification portions at time of BID

Contract award exceeding $100,000
• Entire package completed and submitted prior to AWARD

Contract award less than $100,000
• Package is made available
• Package included in direct solicitations for professional services
• If claiming a preference

• Section 3 Self-Certification and Action Plan and the Section 3 Business Concern 
Self Certification portions at time of BID/PROPOSAL













Resources

•Section 3 Policy & Solicitation Package: 
https://www.dca.ga.gov/node/3858

•Section 3 New Rule
Federal Register

https://www.dca.ga.gov/node/3858
https://gcc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.federalregister.gov%2Fdocuments%2F2020%2F09%2F29%2F2020-19183%2Fsection-3-benchmarks-for-creating-economic-opportunities-for-low--and-very-low-income-persons-and&data=02%7C01%7CKathleen.Vaughn%40dca.ga.gov%7C353c9190575145dc69c208d86b8accc1%7Cdc9db449fad64fcd899014394088d4ec%7C1%7C0%7C637377591181302525&sdata=mvbnyauHL3a6bcvwFosuGX1L9DvHT09GSP9ul7%2BFLqA%3D&reserved=0


Sole Source Requirements

Standards 
Methods

Procurement

Contract Requirements



Procurement Standards

DCA’s procurement policies and procedures implement the requirements of 24 CFR 
570.489 (g),which says the State shall establish requirements for procurement policies 
and procedures for units of general local government, based on full and open 
competition. 
• Identification of Methods of Procurement and their applicability
• Prohibition of cost plus a percentage of cost 
• Assurance that all purchase orders and contracts include any clauses required by 

Federal statutes, Executive orders, and implementing regulations
• Subrecipient and contractor determinations shall be made in accordance with the 

standards in 2 CFR 200.330.



Avoid: 
Unreasonable requirements
Noncompetitive pricing practices
Noncompetitive awards to consultants that 
are on retainer contracts
Organizational conflicts of interest
Specifying only a brand name product
Any arbitrary action in the procurement 
process

Procurement transactions will be provided in a 
manner providing full & open competition



Procurement 
Standards

•Documented Conflict of Interest Policy, which 
states: 
No employee, officer, or agent…
“May participate in the selection, award, or 
administration of a contract supported by a 
Federal award if a real or apparent conflict of 
interest is present.”



Prohibited Conflicts

Persons with CDBG responsibilities, decision-making power or information may
NOT:

• Obtain a financial interest or benefit from CDBG activity
• Have any interest in contract or subcontract

• Applies to family members and business ties
• Applies during tenure and 1 year after
Example: Grant Administrator cannot assist grantee with drafting statements of
work or RFPs for grant administration if they intend to submit proposal.
May explain process, discuss instructions/process publicly available on DCA
website



Standards – Selection Procedures

Accurate description of the technical requirements for material, 
product, or service without restricting competition

Clear requirements and evaluation factors
The review of proposed procurement actions by Recipient 

officials to avoid purchasing unnecessary or duplicative items.
A cost or price analysis for every procurement action
Consideration of contractor integrity, compliance with public 

policy, record of past performance, and financial and technical 
resources in the selection process



Methods of 
Procurement

•Small purchase: Procurements under $100,000 (if
allowed by local policy).

•Require that price or rate quotations be obtained
at least three (3) sources.

•Not appropriate for procurement of administrative
or professional services

•Competitive Proposals: Professional Services
•Competitive Sealed Bids: Public Works Construction
•Sole Source: Requires DCA Approval

 The item or service is available from only one
source;

 Urgent public need will not allow for the delay
caused by advertising;

 Although a number of bids were solicited, only
one response was received.



Method of procurement for 
Professional Services using 
publicized RFPs or RFQs

•Private grant 
writers/administrators

•Engineers and Architects
•Not applicable if contracting with 
Regional Commissions

Maintain Complete Records
• RFP
• Proof of Publication
• Distribution List
• Copies of Proposals Received
• Scoring Sheets
• Meeting Minutes – Council/Board

Approval
• Executed Contracts
• Correspondence with Section 3

businesses

Competitive Negotiation



Competitive Sealed Bid

•DCA, under the authority of 24 CFR 570.489(g), has adopted Title 36, 
Chapter 91 of the Official Code of Georgia, Georgia Public Works 
Construction Law

•Traditional design–bid–construct method
•Alternative methods require DCA approval
•Advertising Requirements (including Section 3)
•Contract opportunity must be posted in the governing authority’s office
•Contract opportunity must be advertised in either the legal organ of the 
government, or on an Internet website of the government entity or one 
identified by the entity

•Place on Georgia’s Procurement Registry, (HB 322)



Competitive Sealed Bid – Advertising Requirements

 If advertised in newspaper, opportunity must be advertised at least two times:
• The first advertisement must be at least 4 weeks prior to the bid opening 

date; and
• The second advertisement must follow at least 2 weeks after the first 

advertisement
 Advertisements placed on an Internet website should run continuously for at 

least four weeks.
 Each advertisement shall include such details and specifications as will 

enable the public to know the extent and character of the bid or proposal 
opportunity



Section 3 
Advertising 
Requirements

HUD Section 3 
Business 
Registry
https://www.hud.
gov/section3busi
nessregistry

Construction 
Contract 

Opportunities 
must be 

posted in at 
least 

3 locations

GPR, your website, Dodge 
Room, newspaper, DOL, 
DFCS

All ads must include this 
Section 3 language: “This is a 
Section 3 Covered Contract. 
Section 3 Business Concerns 
are encouraged to apply.”

https://www.hud.gov/section3businessregistry


Competitive Sealed Bid- Bonding Requirements 
State requirements (contracts $100,000+):
1. A performance bond from contractors executed in connection with each 

contract. 
2. A payment bond on the part of the contractor for 100% of the contract price.
Federal requirements (contracts $100,000+):
1. A bid guarantee from each bidder equal to 5% of the bid price.
2. A performance bond from contractors for 100% of the contract shall be 

executed in connection with each contract.
3. A payment bond on the part of the contractor for 100% of the contract price.
DCA requirements:
• adequate contractor’s liability insurance from all contractors

• $25,000 property and $50,000 bodily injury coverage



Sole 
Source 
Requests

•Chief Elected or Authorized Official’s request letter
•Description of Procurement Methodology
•Tear Sheet of the Bid Advertisement or RFP/RFQ
•Local Government’s Attorney Opinion 
•Professional Services Procurement

•list of the active, qualified consultants or 
engineers/architects that were mailed the 
RFPs/RFQs (7 for grant administrators and 10 for 
engineers/architects)

•certified return receipt documentation or adequate 
email documentation 

•Sealed Bid Procurements
•Local Government’s Engineer/Architect states that 
the one bid response’s prices were reasonable 
and appropriate based on independent cost 
estimates. 



Section 3 
Solicitation 
package is 
completed 
& submitted 
to Recipient 
prior to 
award for 
contracts 
$100,000+



Resources

GMA’s Public Works Construction 
Guidebook,
https://www.gmanet.com/GMASite/medi
a/PDF/publications/publicworks.pdf
HB 322,
https://gov.georgia.gov/document/signed
-legislation/hb-322pdf/download

https://www.gmanet.com/GMASite/media/PDF/publications/publicworks.pdf
https://gov.georgia.gov/document/signed-legislation/hb-322pdf/download


Federal 
Labor 
Standards



Key 
Regulations & 
Statutes

•Prohibits kickback of pay
•Requires certified weekly payrolls
•Regulates payroll deductions

Copeland Act (Anti-kickback Act)

•Overtime pay for working over 40 
hours

•Applies to contracts over $100,000
•Requires liquidated damages of 
$10 per day/per violation

Contract Work Hours & Safety Act



Davis-Bacon Act

• Outlines labor standards for federal 
projects

• Applicable to all contracts over 
$2,000 involving federal funds

• Provides minimum wages by 
position 

• Ensures minimum pay & other labor 
standards are enforced at work site

• Applies to all laborers and 
mechanics

• Applies to entire project, not just 
CDBG funded portion



Steps to 
Complying 
with 
Davis-Bacon 
& Related 
Acts

1. Request for Wage Rates (DCA 
Recipients Manual Appendix 1)

2. Request for Contractor Clearance (DCA 
Recipients Manual Appendix 1)

3. Provide Notice of Contract Action (DCA 
Recipients Manual Appendix 1)

4. Hold a Preconstruction Conference
5. Review Submitted Payrolls 
6. Conduct Job Site Interviews

Forms can be emailed to 
CDBG.Biz@dca.ga.gov

mailto:CDBG.Biz@dca.ga.gov


Wage 
Decisions

•Identifies worker 
classifications, hourly 
wage, and fringe benefits
•Four Categories

• Heavy
• Highway
• Buildings
• Residential



Request for Wage 
Determination
 Submit request to DCA      

(cdbg.biz@dca.ga.gov)
•30 days prior to advertising for contract 
bids

 Check 10 days before bid opening
•New: 10- day wage check form (DCA 
Recipients Manual Appendix 1)

•Wage rates must be a part of the bid package 
and should be included in contracts



Wage Decision Lock-in

Competitively Bid
•Lock in at bid opening if contract is executed within 90 days of bid 
opening

•If contract is not executed within 90 days, resubmit 10-day wage 
check form 10 days prior to contract execution

Negotiated Contracts
•Lock in at contract execution



Additional 
Classification 

Request

•Written Request:
1. Local government
2. Contractor – specify   

hourly rate and fringe 
benefits

•DOL has 30 days to respond
•Determination is based on 
wage decision issued



Wage Decision & 
Posters

• Must be posted on the Job Site

• Employees must be able to view 

• Protect from the weather



Request for Contractor Clearance

• Form can be e-mailed to DCA (cdbg.biz@dca.ga.gov)

• Ensures contractor is not on Federal Debarred list

• Must be cleared before entering into a contract

mailto:cdbg.biz@dca.ga.gov


Notice of 
Contract 
Action

• Must be submitted to DCA within seven 
(7) days of contract execution

• Include certified and itemized bid 
tabulation with form

• Construction drawdowns will be withheld 
if not submitted 

• Field Reps will schedule formal labor 
review after submission of NOCA



Pre-construction Conference
Mandatory, conducted by your grant 
administrator with the contractor.

•Held prior to the start of construction
•Outlines contractor & subcontractor 
responsibilities, project timelines, logistics, etc.

•Explains Davis-Bacon, other applicable laws & 
contract provisions, Section 3

•Notify your CDBG Field Rep of place and time
•Cindy Alligood, (478) 290-1074, 
Cindy.Alligood@dca.ga.gov

•Robert Compton, (229) 733-7021,  
Robert.Compton@dca.ga.gov

•Malisa Thompson, (404) 326-1048, 
Malisa.Thompson@dca.ga.gov

•Pam Truitt, (404) 977-3326, 
Pam.Truitt@dca.ga.gov

mailto:Cindy.Alligood@dca.ga.gov
mailto:Robert.Compton@dca.ga.gov
mailto:Malisa.Thompson@dca.ga.gov
mailto:Pam.Truitt@dca.ga.gov




Payrolls

•Contractors must submit all payrolls to grant recipient
•Must include the name and identifying number of each 
worker the first time they appear

•Contractor must provide address and social 
security number upon request

•Every payroll must
•list the worker’s classification, which must match 
the Wage Decision document

•include the hourly rate of pay and the number of 
hours worked

•indicate permissible deductions (see 29 CFR Part 
3.5)

•be numbered, with the last payroll labeled “Final 
Payroll”

•be certified by the owner, officer or designee of 
the construction company



Payrolls (Cont’d)



Payrolls (Cont’d)



Payrolls (Cont’d)

Sole proprietors, self-employed mechanics
• Cannot self-certify to wages without a crew
• Must be reported on “responsible employer” payroll
• Can certify to hours when working with a crew
• (Only report hours worked and list owner as 

classification)



Exemptions

•Volunteers
•Does not receive compensation for services performed
•Cannot be employed at any other time on the jobsite

•Prison Labor
•Must have a letter from the Department of Corrections
•Must be utilized directly by the grantee



Payroll Review

• Review for all trades

• Compare payrolls to wage 
decisions and interviews

• Follow up on discrepancies



Job Site Interviews

 Have to be conducted on representative # of workers in each
classification

 Interview responses should be checked against Wage 
Decision and payrolls

 Confidential – should not be overheard by contractors
 CONDUCT INTERVIEWS EARLY & OFTEN



Recipient 
Responsibilities

•Ensure submission of weekly payrolls
•Conduct on-site interviews
•Review payrolls/compare to interviews
•Ensure correction of underpayments
•Maintain records



Prime Contractor 
Responsibilities

• Responsible for compliance of all 
contractors

• Include contract clauses and applicable 
wage rates in all sub-contracts

• Review wage rates for additional 
classifications

• Provide sub-contractors with guidance
• Prepare and submit certified payrolls for 

employees



Sub-contractor 
responsibilities

•Prepare and submit certified weekly 
payrolls

•Review wage rates and request 
additional classifications, if 
necessary

•Ensure access to employees for on-
site interviews



Resources

•Making Davis-Bacon Work: A Contractor's 
Guide to Prevailing Wage Requirements for 
Federally-Assisted Construction Projects, 
https://www.hudexchange.info/resource/254
1/making-davis-bacon-work-contractors-
guide-prevailing-wage-requirements/
•Making Davis-Bacon Work: A Practical 
Guide for States, Indian Tribes and Local 
Agencies 
https://www.hudexchange.info/resource/254
2/making-davis-bacon-work-guide-states-
indian-tribes-local-agencies/
•Department of Labor, Davis-Bacon & 
Related Acts, 
https://www.dol.gov/whd/govcontracts/dbra.
htm

https://www.hudexchange.info/resource/2541/making-davis-bacon-work-contractors-guide-prevailing-wage-requirements/
https://www.hudexchange.info/resource/2542/making-davis-bacon-work-guide-states-indian-tribes-local-agencies/
https://www.dol.gov/whd/govcontracts/dbra.htm


Thank you!

Kathleen Vaughn:
(404)679-0594
Kathleen.Vaughn@dca.ga.gov



GA DCA
C o m p l i a n c e  R e q u i r e m e n t s
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