HUD Section 3 Business Registry: 
Providing Economic Opportunities for Low-Income Persons and Businesses

What Is Section 3?

Section 3 is a provision of the Housing and Urban Development (HUD) Act of 1968 that helps foster local economic development, neighborhood economic improvement, and individual self-sufficiency.

HUD funds represent one of the largest sources of federal dollars in communities and the expenditure of these funds typically results in new contracting and employment opportunities. The Section 3 requirements ensure that when new jobs or contracts are created as a result of the usage of certain HUD funds, priority consideration is given to low- and very low-income persons residing in the community in which the funds are spent and to the businesses that are owned by or substantially employ these persons.

What is A Section 3 Business?

A Business That Meets One of the Following:
1) Is 51 percent or more owned by Section 3 residents;
2) Employs Section 3 residents for at least 30 percent of its full-time, permanent staff; or
3) Provides evidence of a commitment to subcontract 25 percent or more of the dollar amount of the awarded contract to Section 3 businesses.
Who are Section 3 Residents?

1) Public housing residents; or
2) Low and very low-income persons who live in the metropolitan area or non-metropolitan county where covered HUD assistance is spent.

What is the Section 3 Business Registry Pilot Program?

The Section 3 Business Registry Pilot will explore the feasibility of HUD maintaining a registry of firms that have self-certified their status as Section 3 businesses. HUD will maintain such a registry in five pilot metropolitan areas: Los Angeles, CA; New Orleans, LA; Washington DC; Detroit, MI; and Miami, FL during 2011. Depending on the success of the Pilot Program, HUD may expand this initiative nationwide.

Under the pilot program, eligible businesses can certify that they meet one of the regulatory definitions of a Section 3 business and submit publicly available information about their firm (i.e. business name, address, type of services provided, etc). Certified businesses will then be included in a searchable online database.

The database can be used by agencies that receive HUD funds, developers, contractors and others in the pilot locations to facilitate the award of covered construction and non-construction contracts to Section 3 businesses. Section 3 residents are also encouraged to use the registry to identify businesses that may have HUD-funded employment opportunities

It is important to note that Section 3 businesses are not entitled to contracts simply by being listed in the HUD Section 3 Business Registry database. Section 3 businesses may need to demonstrate that they are responsible bidders and have the ability to perform successfully under the terms and conditions of proposed contracts. Section 3 requirements then provide preference to Section 3 businesses for contracts and subcontracts, but does not guarantee a contract.

While the Department maintains the Business Registry database, it has not verified the information submitted by the businesses and does not endorse the services they provide. Accordingly, it is recommended that users perform due diligence before awarding contracts to firms that have self-certified their status as a Section 3 business.

The general public can notify the Department through the Business Registry website if they believe firms have potentially misrepresented themselves as a Section 3 business. In such situations, HUD will request documentation and additional information from the business to verify that they qualify for inclusion in its database. Businesses found to have misrepresented themselves will be removed from the database and penalized (see registry webpage for more information).

To search the database for businesses in the five pilot locations, submit your business for inclusion, or for more information on the Business Registry Pilot Program, please visit www.hud.gov/Sec3biz.
For more information on the requirements of Section 3, please visit www.hud.gov/Section3.

Section 3 businesses that wish to file a complaint against a direct recipient of HUD funding for potentially violating the requirements of Section 3 should do so at the appropriate FHEO Regional Office. A copy of the Section 3 Complaint Form and a list of FHEO Regional Offices can be found online at: www.hud.gov/Section3
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