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STATE OF ALABAMA
May 1, 2026
MEMORANDUM

TO: All Interested Parties : ! E ] 5 )‘ Q\ QJ
FROM: Kathleen A. Rasmussen, Ph.D., Division Chief -

ADECA Community and Economic Development Division
SUBJECT: HUD’s Section 3 Update that is Effective March 16, 2026

Please allow this memorandum to serve as important information regarding the U.S. Department
of Housing and Urban Development’s (HUD) recently published update to the Section 3 project
threshold requirements for federal Housing and Community Development (HCD) infrastructure
construction projects that are funded in whole or in part with HUD’s federal grant funds.
Previously, all infrastructure construction projects that involved a construction contract awarded
at a cost of $200,000 or more, and where at least $200,000 of the construction contract was paid
for using HUD’s federal grant funds, were subject to HUD’s Section 3 reporting requirements.
However, according to HUD’s latest update, effective March 16, 2026 this cost threshold amount
has been increased to $300,000 or more. Therefore, as of March 16, 2026, all infrastructure
construction projects that involve a construction contract awarded at a cost of $300,000 or more,
and where at least $300,000 of the construction contract is being paid for using HUD’s federal
grant funds, are subject to HUD’s Section 3 reporting requirements

HUD’s updated Section 3 reporting requirements are applicable to the ADECA Community and
Economic Development (CED) Division’s subgrants that are awarded using HUD’s federal grant
funds. As that is the case, if such subgrant involves an infrastructure construction project that
has a construction contract awarded at a cost of $300,000 or more, and where at least $300,000
of the construction contract is being paid for using HUD’s federal grant funds, then that subgrant
recipient and its construction contractor are subject to HUD’s Section 3 reporting requirements.

For your reference, HUD’s Final Rule on this matter that was published in the Federal Register is
available at the link Federal Register :: Section 3 Project Threshold Updates for Creating Economic
Opportunities for Low- and Very Low-Income Persons and Eligible Businesses. Additional
information regarding Section 3 updates is also available on the HUD Exchange website at the link
https://www.hudexchange.info/programs/section-3/. If you have any questions concerning HUD’s
Section 3 requirements, please contact Teresa Nobles, the ADECA CED Division’s Section 3
Specialist, at 334-353-2010 or at Teresa.nobles(@adeca.alabama.gov.
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