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Oversight: The Section 3/Resident Employment Program and NYCHA’s Use of the Federal Stimulus Dollars
On October 1, 2009, the Subcommittee on Public Housing, chaired by Council Member Rosie Mendez, will conduct a hearing on the Section 3/ Resident Employment Program and the New York City Housing Authority’s (NYCHA or Authority) use of the federal stimulus dollars to provide jobs for residents. 

Today’s hearing will give NYCHA and its residents an opportunity to discuss the jobs available for NYCHA residents due to the American Reinvestment and Recovery Act
 and Section 3 of the Housing and Urban Development Act
 (Section 3).  The Subcommittee expects to hear testimony from NYCHA tenants and officials, advocacy groups, such as the Legal Aid Society and the Community Service Society, and tenant associations, such as PHROLES (Public Housing Residents of the Lower East Side), the NYC Public Housing Resident Alliance and Community Voices Heard.

Background

NYCHA is the largest public housing authority in North America with 338 developments containing 2,611 buildings spread throughout the City.
  Nearly 403,000 authorized residents live in almost 178,489 apartments.  These numbers represent 8.4% of the City’s rental apartments and 4.8% of the City’s population.
  The majority of developments are almost evenly distributed in Manhattan (with 102), Brooklyn (with 100) and the Bronx (with 98); while Queens has 26 developments and Staten Island has 10.
  
As of April 30, 2009, there were about 132,000 families on the waiting list for conventional public housing as well as an additional 127,825 families on the wait list for housing through the Section 8 program.
  Most families that live in NYCHA public housing pay no more than 30% of their family income for rent.  The average family income for NYCHA tenants is approximately $22,728 and the average rent is $394 per month.
 Over one-third of the heads of households are senior citizens and 42 NYCHA developments are for seniors only.
  Further, NYCHA reports that “12.8% of its families are on public assistance,” and “Social Security, SSI, a pension, Veteran’s benefits” or a similar program “support 40.9% of the families.”
 Working families are said to account for “46.9% of families.”
  Approximately 37.5% of NYCHA residents consist of persons under the age of 21, and about 30.3% are minors under the age of 18. 

Section 3 of the Housing and Urban Development Act of 1968

The purpose of Section 3 of the Housing and Urban Development Act (Section 3) is to “ensure that the employment and other economic opportunities generated by federal financial assistance for housing and community development programs shall, to the greatest extent feasible, be directed toward low- and very low-income persons, particularly those who are recipients of government assistance for housing,”
 and to “business concerns (discussed below) which provide economic opportunities to low- and very low-income persons (emphasis added).”
 Section 3 is thus a vital federal procurement policy that can help many disadvantaged individuals obtain meaningful employment if there is proper compliance by local governments and contractors. Today’s hearing will discuss and explore the extent to which NYCHA is complying with the requirements of Section 3 regarding the capital funding provided to NYCHA by the ARRA.

Section 3 of the Housing and Urban Development Act of 1968 (Act) was amended in 1992 when Congress required the Unites States Department of Housing and Urban Development (HUD) to promulgate regulations to implement Section 3. HUD promulgated such regulations in 1995, which are found at 24 CFR Part 135. The Act and regulations spell out a scheme of preferences for hiring and the awarding of contracts on HUD-assisted construction developments and all funding for public housing to be directed to residents of public housing and low- and very-low income persons residing in the area where the HUD-assisted public works project is located.

 Section 3 Covered Assistance


Section 3 applies to the “training, employment, contracting and other economic opportunities arising from the expenditure of public housing assistance,” including assistance for development, operations and modernization.
 Section 3 also applies to housing and community development assistance,
 including Section 8 assistance and other housing assistance (not administered by the Assistant Secretary of HUD), and community development assistance that is used for major housing rehabilitation (including the abatement of lead based paint hazards); housing construction and other public construction.
 There is no threshold amount for public housing assistance regardless of the amount of the contract or subcontract. However, Section 3 applies only to housing and community development assistance when the amount of assistance is at least $200,000 for recipients and $100,000 for contractors and subcontractors.
 Furthermore, Section 3’s requirements apply to the “entire project or activity that is funded with Section 3 covered assistance, regardless of whether the Section 3 activity is fully or partially funded with Section 3 covered assistance.”

Priority of Order for Section 3 Residents
Section 3 contains an order of priority for the hiring of Section 3 residents. For public housing programs, the priority for Section 3 residents is as follows: (i) Residents of the housing development or developments for which the section 3 covered assistance is expended (category 1 residents); (ii) Residents of other housing developments managed by the housing authority (HA) that is expending the section 3 covered housing assistance (category 2 residents); (iii) Participants in HUD Youthbuild programs being carried out in the metropolitan area (or nonmetropolitan county) in which the section 3 covered assistance is expended (category 3 residents); and (iv) Other section 3 residents.

For housing and community development programs, the priority for hiring section 3 residents is as follows: (i) Section 3 residents residing in the service area or neighborhood in which the section 3 covered project is located (collectively, referred to as category 1 residents); and (ii) Participants in HUD Youthbuild programs (category 2 residents); (iii) Where the section 3 project is assisted under the Stewart B. McKinney Homeless Assistance Act (42 U.S.C. 11301 et seq.), homeless persons residing in the service area or neighborhood in which the section 3 covered project is located shall be given the highest priority; and (iv) Other section 3 residents.

Priority of Order for Section 3 Business Concerns 
The order of priority for awarding contracts to Section 3 business concerns with respect to public housing programs is as follows: (i) Business concerns that are 51 percent or more owned by residents of the housing development or developments for which the section 3 covered assistance is expended, or whose full-time, permanent workforce includes 30 percent of such individuals as employees (category 1 businesses); (ii) Business concerns that are 51 percent or more owned by residents of other housing developments or developments managed by the HA that is expending the section 3 covered assistance, or whose full-time, permanent workforce includes 30 percent of such persons as employees (category 2 businesses); or (iii) HUD Youthbuild programs being carried out in the metropolitan area (or nonmetropolitan county) in which the section 3 covered assistance is expended (category 3 businesses); (iv) 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 of section 3 residents (category 4 businesses), or that subcontract in excess of 25 percent of the total amount of subcontracts to business concerns identified above as category 1 or category 2 businesses.
 With respect to housing and community development programs, “priority consideration is given to: (i) 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 (category 1 businesses); (ii) Certain applicants …selected to carry out HUD Youthbuild programs (category 2 businesses); and (iii) Other section 3 business concerns.”
  
The American Investment and Recovery Act of 2009

On February 17, 2009, President Obama signed the American Recovery and Reinvestment Act of 2009 (ARRA) into law.   NYCHA is expected to receive $423 million in total capital funding, for seventy capital projects, including elevator repairs, boiler replacements, other maintenance, repair, and energy efficiency upgrades at its developments.
 NYCHA must obligate 100% of the funds received under the ARRA by March 2010 or risk the Department of Housing and Urban Development (HUD) recapturing of the monies and reallocating them to other Public Housing Agencies.
 NYCHA is still required under the ARRA to comply with the Section 3 preferences for the hiring of residents of public housing.

Conclusion 

The purpose of this hearing is to gather information with respect to how NYCHA has been implementing and will continue to implement the Section 3 requirements with respect to the ARRA funds. The Subcommittee intends to discuss the different jobs, which have been made available for NYCHA residents due to the ARRA and how NYCHA is making its residents aware of these new employment opportunities, especially for those NYCHA residents who are currently unemployed.  To effectuate this goal, the Subcommittee expects to hear testimony from NYCHA tenants and officials, advocacy groups, such as the Legal Aid Society and the Community Service Society, and tenant associations, such as PHROLES (Public Housing Residents of the Lower East Side), the New York City Public Housing Resident Alliance and Community Voices Heard.

� See 26 USCA 1.


� See 12 USCA 1701u; See also 24 CFR Part 135.


� See NYCHA’s Fact Sheet, available at http://www.nyc.gov/html/nycha/html/about/factsheet.shtml.


� Id.


� Id. 


� Id.  Additionally, Section 8 is a Federal program that allows low-income families to live in market rate housing and pay 30% of their income for rent.


� See NYCHA’s Fact Sheet available at 


http://www.nyc.gov/html/nycha/downloads/pdf/factsheet.pdf  (revised as of June 30, 2008).


� Id. 


�  Id.


� Id.


� See 12 USCA 1701u(b).


� A Section 3 business concern means a business (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 the date of first employment with the business concern were section 3 residents; or (3) That 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 of "section 3 business concern." See 24 CFR 135.5


� See 24 CFR 135.3


� “Housing and community development assistance means any financial assistance provided or otherwise made available through a HUD housing or community development program through any grant, loan, loan guarantee, cooperative agreement, or contract, and includes community development funds in the form of community development block grants, and loans guaranteed under section 108 of the Housing and Community Development Act of 1974, as amended. Housing and community development assistance does not include financial assistance provided through a contract of insurance or guaranty. (Emphasis added).” See 24 CFR 135.5


� Id.


� Id.


� Id.


� See 24 CFR 135.5, as well as, Note 6 supra.


� See 24 CFR 135.36


�See NYCHA’s FY 2010 Draft Annual Plan that can be found on its website at, � HYPERLINK "http://www.nyc.gov/html/nycha/downloads/pdf/FY2010_DraftAnnualPlan.pdf" ��http://www.nyc.gov/html/nycha/downloads/pdf/FY2010_DraftAnnualPlan.pdf�


�  Id. 


� See 26 USCA 1 as well as the Section 3 regulations at 24 CFR Part 135.
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