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Definition of HUD Section 3 Residents and Business Concerns 

 

Section 3 resident means (1) A public housing resident; or (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: (i) A low-income person, as this term is defined in Section 3(b)(2) 

of the 1937 Act (42 U.S.C. 1437a(b)(2)). Section 3(b)(2) of the 1937 Act defines this term to 

mean families (including single persons) whose incomes do not exceed 80 percent of the 

median income for the area, as determined by the Secretary, with adjustments for smaller and 

larger families, except that the Secretary may establish income ceilings higher or lower than 

80 percent of the median for the area on the basis of the Secretary's findings that such 

variations are necessary because of prevailing levels of construction costs or unusually 

high or low-income families; or (ii) A very low-income person, as this term is defined 

in Section 3(b)(2) of the 1937 Act (42 U.S.C. 1437a(b)(2)). Section 3(b)(2) of the 

1937 Act (42 U.S.C. 1437a(b)(2)) defines this term to mean families (including single 

persons) whose incomes do not exceed 50 percent of the median family income for the area, 

as determined by the Secretary with adjustments for smaller and larger families, except that 

the Secretary may establish income ceilings higher or lower than 50 percent of the median 

for the area on the basis of the Secretary's findings that such variations are necessary because 

of unusually high or low family incomes. (3) A person seeking the training and employment 

preference provided by Section 3 bears the responsibility of providing evidence (if requested) 

that the person is eligible for the preference. 

  

Section 3 business concern means a business concern, (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. 
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