= SECTION 503 - REHABILITATION ACT OF 1973 - OFCCP - FEDERAL CONTRACTOR - AFFIRMATIVE ACTION - DISABILITY EMPLOYMENT - WORK OPPORTUNITY
TAX CREDIT - PROCUREMENT EXEMPTION

The Residual Vehicle

Section 503 enforcement, federal contractor disability hiring, and the underutilization of existing civil
rights authority

Because federal procurement contracts are excluded from Section 504, Section 503 is the residual civil rights vehicle for federal
contractor employment of disabled workers. It has been in force more than fifty years, its authority is robust on paper, and its
enforcement at major contractors that publicly advertise disability hiring has been inconsistent. The gap is not doctrinal. Closing it needs
no new legislation, only the institutional will to use the authority that already exists.

Gilly, T. (2026). The Residual Vehicle: Section 503 Enforcement, Federal Contractor Disability Hiring,
Travis Gilly - Real Safety Al Foundation and the Underutilization of Existing Civil Rights Authority. Working draft, May 2026 (v5).



— AUTHORITY WITHOUT ENFORCEMENT

5 Oyrs

The gap is notin the law. Itis in the use
concilia.tion, enforcement action;, Of the IaW-

debarment, all authorized, all on the
books. The doctrine is settled and the levers are real. The contribution here is empirical and administrative:

the remedy is enforcement intensification within existing authority, not statutory expansion.

And used, at the contractors that advertise
disability hiring loudest, only intermittently.

Sources 29 U.S.C. §793; 41 C.F.R. pt. 60-741; Gilly, sec. I.
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— THE LAYERED SYSTEM

Procurement is carved out of Section 504. That is what leaves
Section 503 holding the field.

ADA TITLE I SECTION 504 SECTION 503
All employers with 15+ employees in commerce. Recipients of federal financial assistance, but not Federal contractors above threshold, the residual
procurement at market value. vehicle procurement leaves behind.

Section 503's reach is narrower, employment only, not customers, premises, or product, but within employment its affirmative-action obligations are substantial.

Sources 42 U.S.C. §12111(5)(A); 29 U.S.C. §§793, 794(a); U.S. Dep't of Justice, Title VI Legal Manual §VI.B; 45 C.F.R. §84.10; Gilly, sec. I.



— PART I OF III

The Architecture, and Its Fragility

The regulatory levers, the missing private right, and the 2025 retrenchment

Gilly, T. (2026). The Residual Vehicle. Working draft, May 2026 (v5), secs. II-III.



— PART I - STATUTE & WRITTEN PROGRAM 05 / 21

JURISDICTIONAL THRESHOLDS

$10K A short statute. A detailed program the
SGeted: ffmive: contractor must write down.

action clause required.

Policy statements, personnel-process review, problem-area identification, action-oriented programs, internal

$50 K + 50 employees: written audit and reporting, all producing a documentary record OFCCP can review. A program on paper that is not

affirmative action implemented is noncompliance too, just less obvious.
program required.

Sources 29 U.S.C. §793(a); 41 C.F.R. §§60-741.40, .44; 48 C.F.R. §1.109; Exec. Order No. 11758, 39 Fed. Reg. 2075 (Jan. 15, 1974); Gilly, secs. II.A-B.



— PART I - THE UTILIZATION GOAL & ITS DATA
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An honest utilization analysis almost always finds underutilization.
That is the point of the benchmark.

7%

representation goal per job group, a benchmark, not a
quota; neither ceiling nor floor.

9.7%

of the civilian labor force has a disability (ACS), the floor the
7% goal was rounded from.

994,580

additional hires OFCCP estimated meeting the goal would
require across contractors.

The goal runs on self-identification, voluntary, confidential, on an OFCCP form. No self-ID, no data; no data, no way to evaluate utilization or target low

performers. Both are what the 2025 rulemaking would rescind.

Sources 41 C.F.R. §§60-741.42, .45(d); 2013 Final Rule, 78 Fed. Reg. 58682, 58705 (Sept. 24, 2013); GAO-14-167R (2013); Gabbard, Sharrer & Dunleavy, 7 Indus. & Org. Psychol. 227 (2014); Gilly, secs.

I1.C-D.



— PART I - THE SANCTION LADDER 07 / 21

A full ladder from desk audit to debarment, and the top rung almost
never used.

STEP 01 STEP 02 STEP 03

Evaluation Conciliation Enforcement Debarment

Desk audits, on-site reviews, document Remedial steps, deadlines, monitoring, Administrative proceedings; loss of federal The severest sanction, rarely imposed. A
production, inspection. reporting. contracts. theoretical maximum.

The procedures are substantial, and their effective use depends entirely on OFCCP's capacity and prosecutorial choices.

Sources 41 C.F.R. pt. 60-741 subpart D; §§60-741.62, .65; Gilly, sec. II.E.



— PART I - NO PRIVATE RIGHT 08 / 21

No worker can sue. Everything runs through one agency's
discretion.

The circuits agree, Howard v. Uniroyalleading, that Section 503 creates no
private right of action. Section 503(b) provides an administrative complaint
channel and no judicial one, and the courts treated that asymmetry as

WHAT THE CHANNEL DELIVERS

Back pay, hiring, accommodation, policy change, through conciliation. Not
the punitive damages, broad injunctions, or fee awards Title I litigation

decisive, consistent with Sandoval. : . e
produces. The complainant is not a party the way a plaintiff is.

Sources Howard v. Uniroyal, Inc., 719 F.2d 1552 (11th Cir. 1983); Painter, 710 F.2d 143; Fisher, 663 F.2d 861; Rogers, 611 F.2d 1074; Simpson, 629 F.2d 1226; Alexander v. Sandoval, 532 U.S. 275 (2001);
29 U.S.C. §793(b); 41 C.F.R. §60-741.61; Gilly, secs. III.A-B.



— PART I - WHAT CHANNELING COSTS

Contractors not selected for review face little practical enforcement
risk.

01 - VOLUME 02 - DISCRETION

Tracks OFCCP capacity, limited staff and budget force selection among candidates. Priorities shift with each administration, disability employment emphasized, or not.

03 - REMEDIES 04 - INCENTIVES

Narrower than Title I's, no damages liability, no broad injunction beyond the case. Toward fast closure, settlements that resolve the individual case, not the systemic
one.

The regime is more vulnerable to administrative inattention than Title I, and no private litigant can substitute for the agency.

Sources Gilly, sec. III.C, Consequences for Enforcement Quality.



—— PART I - ADMINISTRATIVE FRAGILITY

Leave the duty on the books. Delete the data that proves it was
breached.

Jan. 2025: Executive Order 11246 revoked (EO 14173). Section 503's
statutory disability mandate survived, but the posture was set.

July 2025 NPRM: rescind the 7% goal and self-identification, the two
mechanisms that make the mandate measurable. No self-ID, no data; no

goal, no benchmark.

A mandate enforceable only through agency discretion is one a single administration can render dormant without repealing

a word of the statute.

Sources Exec. Order No. 14173, 90 Fed. Reg. 8633 (Jan. 21, 2025); 2025 NPRM, 90 Fed. Reg. 28494 (proposed July 1, 2025); Charmatz, 31 Disability Compliance for Higher Educ. 3 (2025); Gilly, sec. III.D.



— PART II OF III

The Enforcement Gap

Walmart as case study, and the subsidy that runs parallel to enforcement without meeting it

Gilly, T. (2026). The Residual Vehicle. Working draft, May 2026 (v5), secs. IV-V.



— PART II - A CONTRACTOR ON THE RECORD

USASpending.gov awards (illustrative)

VA - gift cards
FEMA - trailers
Bureau of Prisons - TVs

Army - bifocal lenses

$25,025
$24,360
$22,446
$12,221

Two awards clear the $20K threshold alone; aggregate
volume clears the $50K written-program threshold.

12 / 21

Jurisdiction is not in doubt. The obligations
already attach.

Affirmative action, a written program, utilization analysis against the 7% goal, action-oriented
programs, self-identification, and OFCCP compliance evaluation. Not novel obligations, existing law
applied to a documented contractor.

Sources USASpending.gov procurement award records (Wal-Mart Stores, Inc.); 41 C.F.R. pt. 60-741; Gilly, sec. IV.A.



— PART II - SCALE VS. ATTENTION
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A publicly advertised disability-hiring program, and a rare §503

enforcement record.
1.6M

US employees; even at modest rates, tens of thousands of
workers with disabilities.

population.

CSR

disability hiring advertised across years as corporate social
responsibility, IDD in stores, autistic workers in IT.

Sources Walmart Inc., Form 10-K (2025); Special Olympics (2019); The Arc (2021); Gilly, secs. IV.B, IV.D—E.

Rare

major OFCCP actions addressing §503 specifically, with real
remedial scope.

Walmart is illustrative, not unique. Other major contractors occupy the same position, and the pattern is widespread across the federal contractor



— PART II - THE SUBSIDY SIDE 14 / 21

A billion dollars a year flows to employers for hiring the very
population §503 covers.

§51 $2,400 ~$1B Signal

Targeted groups: VR referrals, SSI typical maximum credit per qualifying aggregate claims a year, 2M+ hires, up to WOTC volume flags a contractor engaged
recipients, certain disabled veterans. disability-related hire, via Form 5884. 40% of first-year wages offset. with the §503 target population at scale.

Sources 26 U.S.C. §§51(d), 38, 39; Employment & Training Admin., DOL, WOTC Statistics; Gilly, secs. IV.C, V.A-B.



— PART II - SUBSIDY WITHOUT PROTECTION

The hiring is subsidized. The protection of
null the hired worker is not.

precise null effects on hiring, earnings, and
retention, with low take-up (below 17% A tax expenditure is not federal financial assistance, so WOTC adds nothing to the civil rights baseline.

among eligible disadvantaged youth in earlier And if the subsidy barely moves hiring on its own, the case for coupling it to enforceable obligations
work). is stronger, not weaker.

Sources 45 C.F.R. §84.10; Regan v. Taxation With Representation, 461 U.S. 540 (1983); Jain, Mommaerts & Weaver, NBER WP No. 35229 (2026); Hamersma, 56 Nat'l Tax J. 725 (2003); Gilly, secs. V.C-D.



— PART II - CLOSING THE MISMATCH 16 / 21

Two ways to make the subsidy pull civil rights weight, neither
touches Section 504.

PATH 1 - STATUTORY (DURABLE) PATH 2 - ADMINISTRATIVE (FAST)
Condition WOTC eligibility on the employer's Section 504 acceptance for Use WOTC claim data to target OFCCP evaluations, within existing
the subsidized relationship only. Slower and politically demanding, but authority, no legislation. Faster, but reversible across administrations.

durable once enacted.

Pursue them in parallel: immediate enforcement gains from the administrative path, durable structural change from the statutory one.

Sources 26 U.S.C. §§51, 6103(1)(2); Gilly, sec. V.D.



— PART III OF III

Reform Within Existing Authority

No new civil rights legislation, a package of institutional commitments

Gilly, T. (2026). The Residual Vehicle. Working draft, May 2026 (v5), sec. VI.



— PART III - SIX LEVERS, ONE PACKAGE 18 / 21

No single reform is sufficient. The package closes the gap at every level
at once.

01 - TARGET 02 - REPORT 03 - VR DATA

Systematic evaluation by observable criteria, not ad hoc Public reporting of results, §503 disaggregated, for Coordinate with state VR agencies for a placement-
selection. accountability. based signal.

04 - IRS DATA 05 - CAPACITY 06 - DEBARMENT

A targeted §6103 amendment to share WOTC data with Capacity building, staff, training, attorneys, via Debarment as a real option, credible use restores
OFCCP. appropriations. deterrence.

Sources 41 C.F.R. pt. 60-741 subpart D; 26 U.S.C. §6103(1)(2); Gilly, secs. VI.A-G.



—— IN CLOSING

The authority is robust, the doctrine settled, the levers real. What is missing is use. The gap is not doctrinal limitation but

Institutional choice, sharpened by the structural absence of any private right of action that would generate enforcement
Independent of the agency's will.

The statutory and regulatory authority already
exists. Whatis needed is the will to use It.

Sources Gilly, The Residual Vehicle, sec. VII, Conclusion.



Table of Authorities - Cases, Statutes & Regulations 20 / 21

All authorities as cited in Gilly, T. (2026), The Residual Vehicle, Working draft, May 2026 (v5). Reproduced verbatim from the article's footnotes.

CASES STATUTES, REGULATIONS & EXECUTIVE ORDERS

Alexander v. Sandoval, 532 U.S. 275 (2001). Rehabilitation Act of 1973 §503, 29 U.S.C. §793; §794(a).

D'Amato v. Wisconsin Gas Co., 760 F.2d 1474 (7th Cir. 1985). Americans with Disabilities Act, 42 U.S.C. §12111(5)(A).

Fisher v. City of Tucson, 663 F.2d 861 (9th Cir. 1981). 26 U.S.C. §§38, 39, 51, 6103, 6103(1)(2).

Howard v. Uniroyal, Inc., 719 F.2d 1552 (11th Cir. 1983). 38 U.S.C. §4212.

Painter v. Horne Bros., Inc., 710 F.2d 143 (4th Cir. 1983). 41 C.F.R. pt. 60-741 (incl. §§60-741.40, .42, .44, .45, .61, .62, .65).
Regan v. Taxation With Representation of Wash., 461 U.S. 540 (1983). 45 C.F.R. §84.10; 48 C.F.R. §1.109.

Rogers v. Frito-Lay, Inc., 611 F.2d 1074 (5th Cir. 1980). Exec. Order No. 11758, 39 Fed. Reg. 2075 (Jan. 15, 1974).
Simpson v. Reynolds Metals Co., 629 F.2d 1226 (7th Cir. 1980). Exec. Order No. 14173, 90 Fed. Reg. 8633 (Jan. 21, 2025).

Affirmative Action and Nondiscrimination Obligations... Individuals With Disabilities, 78 Fed. Reg. 58682 (Sept.
24, 2013).

Modifications to the Regulations Implementing Section 503, 90 Fed. Reg. 28494 (proposed July 1, 2025).



Table of Authorities - Secondary & Other Sources

Note, Implying a Cause of Action Under Section 503 of the Rehabilitation Act of 1973, 79 Mich. L. Rev. 1093
(1981).

Marco Tarantino & Jared Reyes, Experiences of Legally Blind Individuals at Different Stages of the Employment
Cycle as These Relate to Section 503 of the Rehabilitation Act, 35 J. Disability Pol'y Stud. 97 (2023).

Sarah von Schrader & Zafar Nazarov, Employer Characteristics Associated With Discrimination Charges Under the
Americans With Disabilities Act, 26 J. Disability Pol'y Stud. 153 (2014).

Carli Friedman, The Relationship Between Disability Prejudice and Disability Employment Rates, 65 Work 591
(2020).

Rachel M. Gabbard, David D. Sharrer & Eric M. Dunleavy, New Self-Identification Regulations for Individuals With
Disabilities, 7 Indus. & Org. Psychol. 227 (2014).

Marc Charmatz, DOL Proposes Amendments to Section 503 Affirmative Action Rules, 31 Disability Compliance for
Higher Educ. 3 (2025).

The Residual Vehicle Travis Gilly Real Safety AI Foundation

21 / 21

Manisha Jain, Corina Mommaerts & Jeffrey Weaver, The Limits of Targeted Hiring Subsidies: Evidence from the
Work Opportunity Tax Credit (Nat'l Bureau of Econ. Rsch., Working Paper No. 35229, 2026).

Sarah Hamersma, The Work Opportunity and Welfare-to-Work Tax Credits: Participation Rates Among Eligible
Workers, 56 Nat'l Tax J. 725 (2003).

Sarah Hamersma, Why Don't Eligible Firms Claim Hiring Subsidies? The Role of Job Duration, 49 Econ. Inquiry 916
(20210).

Paul Heaton, The Effects of Hiring Tax Credits on Employment of Disabled Veterans (RAND Corp., Occasional
Paper No. OP-366, 2012).

Olugbenga Ajilore, Did the Work Opportunity Tax Credit Cause Subsidized Worker Substitution?, 26 Econ. Dev. Q.
231 (2012).

U.S. Gov't Accountability Off., GAO-14-167R, Major Rule Report (2013); Walmart Inc., Annual Report (Form 10-K)
(2025); USASpending.gov procurement award records.



