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Davis Bacon Act

• Outlines labor standards for federal projects

• Triggered on construction projects over $2,000

o Exception is housing of less than 8 units under 
one owner

o Materials provided by a bona fide material 
supplier are NOT subject to Davis Bacon

o Demo not subject to Davis Bacon unless it is 
followed by construction work

o Installation work performed in conjunction with 
an equipment supply contract is subject to 
Davis Bacon when installation is more than an 
incidental amount of activity (i.e., more than 
20%)

40 USC, Chapter 3, Section 276a-276a-5; and 29 CFR  Parts 1, 3, 5, 6 and 7

https://uscode.house.gov/view.xhtml?req=38&f=treesort&num=3368
https://uscode.house.gov/view.xhtml?req=38&f=treesort&num=3368
https://uscode.house.gov/view.xhtml?req=38&f=treesort&num=3368
https://uscode.house.gov/view.xhtml?req=38&f=treesort&num=3368
https://uscode.house.gov/view.xhtml?req=38&f=treesort&num=3368
https://www.ecfr.gov/current/title-29/subtitle-A


Implementation Components
Ensure Davis-Bacon, labor standard clauses & wage decision in all 
bid docs, contracts & subcontracts

Hold a preconstruction conference to review requirements 
with contractor

Review payrolls & compare to interviews weekly throughout 
construction

Conduct site interviews & make sure posters on site

Resolve issues as they arise

Report to State (& DOL, if necessary)



Certified Payroll Review
Step by Step



Payroll Review

• Make sure these are correct:

• Dates

• Payroll #

• Wage Rate

• Hours Worked

• Overtime

• Deductions

• Other (10-N)

• It’s Legible

• If a contractor uses an alternate format, 
they must include all new required 
information. Otherwise, they will be 
required to adopt this form.



Reviewing Payroll Reports – 

Employer Information

• Contractor/Contract Information includes basic information about contractor/subcontractor and the contract.

• Certified Payroll Number

• Start with “1” and number sequentially for each weekly payroll submitted.

• Payrolls may be submitted for weeks where no labor was performed and should be included in sequential numbering.

• Wage Determination Number

• Include the applicable wage determination for the project.



Reviewing Payroll Reports – 
Worker Information and Labor 
Classification (Columns 1-3)

• Worker Information (Columns 1–2)
• Each worker’s full name and a unique 

identifying number (e.g., last 4 digits of SSN) 
must be listed in Columns 1A-1E.

• Column 2 identifies whether the worker is a 
journeyworker or a registered apprentice.

• Labor Classification (Column 3)
• Classifications must match those on the 

applicable wage determination.
• A worker may appear under more than one 

classification if multiple roles are performed. 
They should be listed separately for each 
different work classification performed. 



Payroll Reports – Day and Date 
(Column 4) & Total Hours (Column 5)

• Days reflect the start date of employer's workweek

• Straight time (ST) and overtime (OT) hours worked 

should be reported in the applicable boxes.

• Hours worked in excess of 40 hours a week should be 

reported as "overtime“

• Note: The new form does not auto-calculate hours



Payroll Reports – Rate of Pay (Column 
6) & Amount Earned (Column 7)

• Workers Hourly Wage Rate

• Cash may be paid in lieu of fringe being paid to approved plans

• The total of wage plus fringe paid must be equal to or 

greater than the total of the wage plus fringe indicated 

on the wage determination used for the project

• Gross Amount earned on the project is reported in column 

7a and gross amount earned for all work is reported in 

column 7b. 



Payroll Reports – Deductions (Column 
8) & Net Wages Paid for Week 
(Column 9)

• Standard employment deductions should be input into the deductions 
fields.

• Other Deductions can include employee obligations for income 
taxes, social security payments, insurance premiums, retirement, 
savings accounts, and any other legally permissible deduction 
authorized by the employee

• Deductions may also be made for payments on judgments and other
financial obligations legally imposed against the employee

• Confirm Column 9 is accurately calculated. This number is not auto-
calculated. 



Payroll Reports – Page 2
• Statements of Compliance

• Boxes 1-3 & 6 must be checked.

• Box 4 should be checked & 
completed for any registered 
apprentices listed on the payroll 
report

• Box 5 should be checked & 
completed if the contractor is 
claiming an hourly credit for their 
contributions to fringe benefit 
plans

• Legally valid electronic signatures are 
acceptable if they show approval of the 
payroll record and verify the signer’s 
identity.



Restitution for 
Underpayment of Wages



Overview

• Employer must make wage restitution for underpaid employees.

• Restitution should be paid promptly and in full, minus authorized deductions.

• All wages, including restitution amounts, must be recorded on a certified payroll 

report.

• If workers not found:

o Contractor must deposit/escrow restitution & provide proof to grantee

o Grantee must attempt to locate employee (certified mail, etc.)



Restitution Required Steps
• Notification: Contract administrator will issue written notice to prime contractor 

about wage underpayments, detailing discrepancies and corrective steps.

o Prime contractor has 30 days to resolve wage underpayments; failure to do so may 

result in payment withholding.

o Subcontractor, if the employer, coordinates restitution via prime contractor.

• Wage Restitution Calculation: Difference between paid and required wage rates, 

multiplied by hours worked, equals gross restitution due.

• Correction Payrolls Required: Must list affected employees, work hours, wage rate 

adjustments, gross restitution, deductions, and net amount.

**Attach signed Statement of Compliance to correction payroll; employee signatures 

and payment receipts generally not required for documentation.



Calculating Interest

• Davis-Bacon Final Rule now requires interest to 
be paid on restitution (effective October 23, 
2023)

• Restitution must include daily compounded 
interest from the date of underpayment until 
payment is made.

• The applicable rate is the IRS Underpayment 
Rate (IRC § 6621).

• Rates are published by the IRS and available on 
the DOL website

• Current rate: 7% (annual)

• Daily rate = 7% ÷ 365 = 0.02%

https://www.dol.gov/agencies/ebsa/employers-and-advisers/plan-administration-and-compliance/correction-programs/vfcp/table-of-underpayment-rates


Davis Bacon
Case Study



Section 3



Section 3 Overview

Purpose Ensure that community development projects are 

also providing employment opportunities in the 

low-income neighborhoods they are assisting.

Threshold Public construction and housing rehabilitation 
projects with $200,000 of housing and community 
development financial assistance. 



Section 3 Key Outcomes
Key Outcome Metrics: Updated Benchmarks

Safe Harbor Benchmarks

o 25% of all labor hours must be performed by a Section 3 Worker

o 5% of all labor hours must be performed by Targeted Section 3 Workers

o A labor hour = hours worked by all workers employed on a Section 3 project

o Set by Notice and amended periodically as necessary



A contractor may qualify as a Section 3 business if:

> 75% labor hours performed over prior three-month period 

are performed by low- or very low-income workers

Section 3 Business Concern:

Tip for meeting Targeted Section 3 benchmarks:

• Check payroll hours: If Davis-Bacon payrolls show that 75% or more of total 

project hours were worked by Section 3 workers, the contractor may qualify as 

a Section 3 Business Concern.

• ALL labor hours worked by Section 3 Business Concern employees are 

considered Targeted Section 3 Workers

• Provide the contractor with a memo explaining potential eligibility and 

encourage them to submit certification if applicable.



Recordkeeping Requirements
Recipients must maintain documentation, or ensure that a subrecipient, 

contractor, or subcontractor maintains documentation, to ensure workers meet 

the definition of a Section 3 worker or Section 3 targeted worker:

✓ Worker’s self-certification that their income is below the income limit from the prior calendar year (HUD Form 4736C & D)

✓ Worker’s self-certification of participation in a means-tested program such as public housing or Section 8 (HUD Form 4736C & D)

✓ Certification from a PHA or Section 8 program manager that the worker is a participant in such a program (HUD Form 4736)

✓ Employer’s certification that the worker’s income from that employer is below the income limit (HUD Form 4736A & B)

✓ Employer’s certification that the worker is employed by a Section 3 business concern (HUD Form 4736A & B)

✓ Worker’s self-certification that they live within the service area or the neighborhood of the project

✓ Employer’s certification that the worker Lives within the service area or the neighborhood of the project

✓ Employer’s certification that the worker is employed by a Section 3 business concern

✓ Worker’s certification that the worker is a YouthBuild participant

Section 3 Worker Record Requirements 

Targeted Section 3 Worker Record Requirements 

* Additional Sample Section 3 Utilization and Funding Tracker Tools are available on HUD Clips as part of the HUD Form 4737 series

https://www.hud.gov/sites/dfiles/OCHCO/documents/4736C.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736D.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736C.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736D.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736A.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736B.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736A.docx
https://www.hud.gov/sites/dfiles/OCHCO/documents/4736B.docx
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4


Using Davis Bacon Payroll Reports to 
Generate Section 3 Hours

1. Transcribe workers & hours worked from Davis Bacon Certified Payroll Reports into HUD’s Section 3 Labor Hours 
Tracking Form

2. Annualize income for each worker based on hourly pay rate to determine if they qualify as Section 3 Worker
3. Request Certification for all workers identified as Section 3 Workers

1. Section 3 & Targeted Section 3 Worker: Employer Certification (HUD-4736A)
2. Section 3 & Targeted Section 3 Worker: Self Certification (HUD-4736C)

https://www.hudexchange.info/resource/7126/section-3-labor-hours-tracking-form/
https://www.hudexchange.info/resource/7126/section-3-labor-hours-tracking-form/


Resources

24 C.F.R. Part 75

Section 3 HUD Exchange

Section 3 Guidebook

HCD Neighborhood Service Area Tool

Sample Section 3 Certification Forms (HUD-4736 Series)

Sample Section 3 Utilization Forms (HUD-4737 Series

Section 3 HUD Compliance Review Checklist

Section 3 Resource Hub

24 C.F.R. Part 75

Section 3 HUD Exchange

Section 3 Guidebook

HCD Neighborhood Service Area Tool

Sample Section 3 Certification Forms (HUD-4736 Series)

Sample Section 3 Utilization Forms (HUD-4737 Series

Section 3 HUD Compliance Review Checklist

Section 3 Resource Hub

https://www.ecfr.gov/current/title-24/subtitle-A/part-75
https://www.hudexchange.info/programs/section-3/
https://www.hudexchange.info/programs/section-3/section-3-guidebook/welcome/
https://hud.maps.arcgis.com/apps/webappviewer/index.html?id=1d27b42dd64e4684ba74fe5bd00f9755
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4
https://www.hud.gov/program_offices/administration/hudclips/forms/hud4
https://www.hudexchange.info/resource/6559/section-3-hud-compliance-review-checklist/
https://www.hudexchange.info/programs/section-3/resource-hub/?


Discussion & Questions?
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