U.S. Department of Labor Assistant Secretary for
Employment and Training
Washington, D.C. 20210

JUL 14 2003

The Honorable Janet Napolitano
Governor of Arizona
Phoenix, Arizona 85007

Dear Governor Napolitano:

It is with pleasure that I respond to the State of Arizona’s request for extension of
a Workforce Investment Act (WIA) waiver granted to extend the period of initial
eligibility of training providers at WIA section 122(c)(5) and 20 CFR 663.530,
under the Secretary's authority to waive certain requirements of WIA title I,
subtitles B and E and sections 8-10 of the Wagner-Peyser Act. The waiver was
granted through June 30, 2003, as requested.

The state’s request for a waiver extension (copy enclosed) indicates that the state
made considerable progress in developing and enhancing its subsequent
eligibility process under the granted waiver. However, during this time, the
state encountered a barrier to data collection and reporting related to the Family
Educational Rights and Privacy Act (FERPA) compliance requirements, which
has made it necessary for the state to revisit and restructure its subsequent
eligibility process. The state requests an extension of the waiver through June 30,
2004. The state indicates that this additional time will allow the state to take the
necessary steps to overcome reporting challenges presented by FERPA. The
waiver extension request appears to meet the standard for approval at 20 CFR
661.420(e).

Accordingly, the State of Arizona is granted an extension of its waiver to extend
the period of initial eligibility of training providers at WIA section 122(c)(5) and
20 CFR 663.530 through June 30, 2004, as requested. The granted waiver
extension is incorporated by reference into the state’s WIA Grant Agreement, as
provided for under paragraph 3 of the executed Agreement, and also constitutes
a modification of Arizona’s approved five-year strategic plan. A copy of the
letter should be filed with the state’s WIA Grant Agreement and the state’s
approved five-year plan, as appropriate.
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We look forward to continuing our partnership with you and to the achievement
of better workforce investment outcomes and the improvement of the lives of
many of the residents of Arizona. Pending the outcome of WIA reauthorization,
we may consider additional requests for waiver extensions at a later date. We
are still prepared to entertain other state and local-level waiver requests that the
state may wish to submit, consistent with the provisions of the WIA statute and
regulations. '

Sincerely,

/?/ L N
ily Stover DeRocco

Enclosure

«



106/10/2003 08:38 FAX 415 975 4812 U.S DOL ETA | @002
JUN-E5-2083 1744 PLER

ARIZONA DEPARTMENT OF ECONOMIC SECURITY
1789 W, Jefferson » P.O. Box 6123 » Phoenix, AZ 35005
Janct Nzpolitano William Bell
Governor , Acting Director

June 9, 2003

The Honorable Emily Stover DeRocco
Assistant Secretary

U.S. Department of Labor

200 Constitution Avegue, NW
‘Washington, DC 20210

Reference: P.L. 105-220 Workforce Investment Act (WIA) of 1998, §122(c)(5)(A)
and 20 CFR 663.530

Dear Assistant Secretary DeRocco:

This letter serves as the State of Arizona’s formal request to extend ¢ligibility through

Tune 30, 2004 of all training programs currently approved to the statewide list. In
September 2002, Arizona was granted a waiver of the statutory and regulatory requirements
under the Workforce Investment Act (WIA) which focus on the determination of subsequent
eligibility of training providers. Enclosed for your review are copies of the state’s original
waiver request and the waiver approval. Under the waiver, the state was allowed to postpone
subsequent eligibility of its training providers until June 30, 2003. We greatly appreciated the
Seecretary’s decision to approve our original waiver because it allowed the state more time o
fully automate the subsequent eligibility process, expand and normalize a provider “self-
reporting” process to complement the matching of student data to the state's Unemployrment
Insuragce (UT) wage file, and broaden training choices to citizens throughout Arizona.

In anticipation of the June 30, 2003 waiver expiration date, our training providers were instructed
in early April to begin compiling appropriatc student data elements for all students in approved
programs, and submit this information to the state for Ul matching. In early May, the state was
made aware of guidance issued by the U.S. Department of Education that appears to impact our
ability to successfully complete subsequent eligibility with the majority our largest training
providers. This recent guidance, dated January 30, 2003 and effective Aptil 30, 2003, rescinds
previous guidance dated January 18, 2001 which authorized the state’s existing methodology for
collection of protected student information under the Family Educational Rights and Privacy Act
(FERPA), 20 USC §1232g(b)(3). In light of this recent disclosure, the State Workforce
Development Administration (WIA grantee) and the State Department of Education (educalional
authority under the Carl D. Perkins Vocational and Technical Education Act and Adult
Education and Family Literacy Act) must re-evaluate and significantly restructure the state’s
subsequent eligibility process.

@)
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We fully recognize the importance of FERPA and the protection it affords to those in educational
programs. Therefore, an extension of the state’s waivet for subsequent eligibility through

June 30, 2004 would allow s to take the necessary steps to overcome the reporting challenges
the recent FERPA rescission presents. We will work closely with our regional representatives
from the U.S. Department of Labor’s Employment and Training Administration to modify
Arizona’s subsequent eligibility process accordingly.

Your prompt consideration of this important request is appreciated,
Siacerely,

David R. Ellis
Program Administrator (Interim)
Workforce Development Administration

DRE:PG:kds

Enclosure A —~ Waiver Approval Letter
Enclosure B — Waiver Request with Supporting Memoranda

c: Mr. Ammando Quiroz
Regional Administrator
USDOL-ETA Region 6

@)
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ATTACHMENT A

Waiver Approval ~ Time Limit on the Period of Initial Eligibllity of Training Providers
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U.S, Department of Labor . Assiatant Secretary for

Emplaymen and Training
Washington, D.C. 20210
SER 12 2002
The Honorable Jahe Dee Hull
Governor of Arizona

Phoenix, Atizona 85007
Dear Governor Hull:

It is with pleasure that I fespond to the State of Axizona®s request for a waiver of statutory
and regulatory requirements under the Workfarce lnvestnent Act (WIA), in accordance
with the Secretary's suthority to waive certain requirements of WIA Title ], subtitles B
and E and sections 8-10 of the Wagner-Peyser Act. This authority is granted to the
Secretary by section 189(1)(4)(A) of the Workforce Investment Act (WIA ot the Act), and
in the implementing repulations at 20 CFR 661.420.

These waivers grant states flexibility in program design for seamless program delivery
and improved customer service, in exchange for accountability and agreed-to
programmatic oumtcomes, We hope that these changes will assist your state in mecting its
workforce needs and impreving programmatjc outcomes at the local Jevel and statewide.

We are pleased to be able 10 respond pesitively to your request. The following is the
disposition of the state's waiver submission.

Waiver: Subsequent Eligible Training Provider (ETFP) Requirements; 18 month
subsequent eligibility requirement (WIA Sec. 122(c)(5) and 20 CFR 663.530)

The state’s waiver submission (copy enclosed) requests a waiver of the time limit on the
period of ixitial eligibility of training providers fouad at 20 CFR 663,530, Under the
waiver, the state proposes 10 postpone the detexmination of subsequent eligibility of
tramning providers until June 30, 2003. The state indicates that the reason for this request
is to give Arizona more time 10 obtain performance data on all eligible providers and to
effectively implement the subsequent eligibility determination process. The state reporis
that data collection on performance of local providers will continue during the period of
the wajver, if granted, The stated intent of the waiver is 10 give the state’s program
customers moxe and better ¢hoices among maining providers. The state believes that the
waiver will enhance the implementetion of the WIA concepts of consumer choice and
accountability. The waiver is written In the format identified in WIA section 189(i)(4)(B)
and 20 CFR 661.420(c). Upon review, the state’s request appears to meet the standard

E%rlvzaiig(er) of requiremnents relaring to key reform principles, as specified at 20 CFR
“ C).

A (7= A Proud Member of America's Workforee Network
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Accordingly, the Siate of Atizona is grauted & wajver of the time limit on the period of
initial eligibility of training providers at 20 CFR 663.530 to extend the period of Infrial
eligihility throvgh June 30, 2003, as requested. The granted waiver is incorporated by
reference into the state’s WIA Grant Agreement, as provided for under paragraph 3 of the
executed Agreement, and also constitutes a modification of Arizona’s approved five-year
strategic plan. A lerter is being sent to your state WIA Linison, which supplements this
notificarion letter and spells out the terms and conditions that apply to the granted waiver.
A copy of each letter should be filed with the state’s WIA Grant Agreement and the
state’s approved five-year plan, as appropriate.

We look forward 1o continwing our partnership with you and to the achievement of better
workforce investment outcomes and the improvement of the lives of many of the
residents of Arizopa. We are prepared to entertain other state and local-level waiver
Tequests that the state may wish to submit, consistent with the provisions of the Act and
regulations.

Sincerely,
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ATTACHMENT B

Waiver Request and Supporting Memoranda
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JanNe DEE HuLL
GOVERNOR
STATE OF ARIZONA

May 6, 2002

The Honorable Emily Stover DeRoceo
Assistant Secretary

U.S. Department of Labor

200 Constitution Avenua, NW
Washington, DC 20210

Dear Assistant Secretary DeRocco:

The State of Arlizona formally submits the attached request to waive P.L. 105220
of the Workforce Investment Act (WIA) of 1988, Section 122(6)(5)(A) and WIA
Regulations §663.530 related to eligible training provider provisions. This
request is made to allow postponement of 'subsequent eligibility requirernents of
training providers until June 30, 2003.

As with-most western states, the bulk of Arizona’s population is clustered around
a few large urban centers with the balance residing in more rural areas. The

" Workforce Invesirment Act of 1998, as one of its many goals, was meant to
provide the consumers with choice of training and personal empowerment.
Delivering diverse and relevant training to our most rural citizens requires a
broad spectrum of trainlng aptions.

The reporting requirements for the Eligible Trainer Provider List (ETPL) are
compiex, labor intensive and costly for many providers, especially those rural and
small providers who may not achieve economies of scale to justify the initial or
ongolng costs associated with meeting the ETPL tracking requirements., Without
this waiver, many -training providers who currently provide necessary and in
demand training options to Arlzona citizens will no longer be able to participate
and thus limit consumer choice,

| am aware that the waliver is merely a short-term solution to this ongoing

problern, howaver we are already taking steps to address the long-term viabliity

of the ETPL. The Arizona Department of Economic Security, Arizona's fiscal
" agent for WIA, has developed a four-step solution process to facilitate resolving

1700 We=sT WaASHINGTON, PHOENIX, ARIZONA 85007
(602) 542-4351 » Fax (602) 542-7601 » WWW,GOVERNORS TATE.AZ-UE
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Secretary DeRocco
May 6, 2002
Page 2

these issues and to meet the needs of local workforce investment areas as they
establish meaningful and productive ETPL. These steps include:

= The implementation of a new internet-based ETPL application system;

» A self-reporting program to compiement the existing required submittal of
student data for Unemployment Insurance matching;

« Devslopment and access to ongaing, computer-based learning related to
WIA for all One-Stop staff along with a marketing strategy specifically
targeting community caileges, universities and apprenticeships currently
nat participating as eligible trelning providsrs;

« Better communication between those who administer the ETPL process
and the local boards that proyide oversight and review of workiorce
development activities. '

| am confident that when these solutions are in place, the reporting challenge
faced by Arizona providers will be significantly reduced and the ETPL will provide
a plethora of training opportunities for the citizens of the State of Arizona. Until
that time, the State of Arizona appreciates your consideration and prompt
attention 1o this important request for a waiver to postpone subsequent eligibifity
requirements of training providers until June 30, 2003.

Sincerely,

JANE DEE HULL
Govemor -

w

41009
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= ARIZONA DEPARTMENT OF COMMERCE

Y Dee Huu MARGE A, EMMERMWANN
s/ W DRECION

May 10, 2002

The Honorable Emily Stover DeRocco
Assistant Secretary

U.S. Department of Labor

200 Constitution Avenue, NW
‘Washington, DC 20210

Dear Assistant Secretary DeRocco:

‘The Governor of the State of Arizona formally submitted a request to waive P.L. 105-220
of the Workforce Investment Act (WIA) of 1998, Section 122(c)5)A), and WIA
Regulations §663.530 related to eligible training provider provisions.. This request was
made to allow postponement of subsequent eligibility requirements of training providers
until June 30, 2003. The Governor’s Couneil on Workforce Policy, at its meeting on’
May 7, 2002, voted unanimously to support this request .

Demographically, Arizona has two large metropolitan areas with the remainder of the
state being rural in nature. Arizona is a diverse state with diverse traiping needs and
there is 2 necessity for a broad spectrum of training options. The Workforce Investment
Act of 1998, as one of its many goals, meant to provide the consumer with choice of
training and personal empowerment. The reporting requirements for the Eligible Trainer
Provider List (BRTPL), which are not fimded, are complex, labor intensive and costly for
many providers. Because of these issues, many of the providers may no longer be able to
participate, Without this waiver, job seekers in Arizona will, in many instauces, have
limited choice of training and individual ampowc}ment will be lost.

The Govemor’s Council on Workforce Policy appreciates your consideration and prompt
attention to this important request for a waiver to postpone subsequent eligibility of
tratming providers until June 30, 2003.

Sincerely,

zz/%% Qoo sls

Wayne Allcott
Chairmen, Governor’s Council on Workforce Policy
State of Arizona

3B00 NORTH CENTRAL AVENUE « SUITE 1500 » PHOENIX, AZ 85012 » 602:280-1300 « FAX 602:280- 1305
TDD 602:2B0-1301 « WFA SITF waaw nornmemarna mmm
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STATE OF ARIZONA

WAIVER REQUEST
WORKFORCE INVESTMENT ACT (WIA): EXTENSION OF INITIAL ELIGIBILITY
FOR ALL TRAINING PRQVIDERS ON THE STATEWIDE
ELIGIBLE TRAINING PROVIDER LIST

The Arizana Department of Economic Security (ADES), the state administrative entity
for the Workforce Investment Act, requests a waiver to allow initial eligibility for all
approved training providers to remain in effect until June 30, 2003. This

request comes in fight of serious challenges the state has encountered from training
providers attempting to comply with the performance mandates related to subsequent
eligibility, which are jeopardizing consumer choice, individual empowerment, and
increased provider accountability. As of March 15, 2002, 167 providers were approved
to the state's ETPL representing 1097 training programs.

Statutory and Regulatory Citations 1o be Waived

P.L.105-220 Workforce Investment Act of 1898, Section 122(c)(5XA), and WIA
»  Regulations at §663.530 relative to the time limit for initial eligibility.

Statement of Problem

I Throughout PY 2000 and PY 2001, providers have voiced serious concems
about the time and research involved in gathering student data as an unfunded
mandate of WIA. The most compelling concems have come from our university
and community college administrators who must report on large numbers of
students within multiple training programs. This matter has drawn a great deal of
attention, particulatly in local workforce investment areas (LWIAs) where the
community college system serves as the primary source of occupational and
academic training. ‘

A case In point is the Maricopa Community College District (MCCD), the largest
single provider of post-secondary education in Arizona, comprised of ten colleges
and two skill centers. Of the 12 institutions represented by the college district,
only 5 are listed on the state ETPL, offering 120 occupational programs out of a
possible 738 such programs. The princlpal rationale for the lack of listings given
by MCCD, as well as other providers with large student popuiations, is that the
number of WIA participants piaced in training does not justify setting up costly
data collection and reporting systems for all students, when, in some cases only
one or two WIA students are enrolled in a training program in any given year.
Also pervasive among providers of programs with both large and small student
populations, is a general reluctance to report the social security numbers of non-
WIA students, fearing violation of the students’ right to privacy. This concem
persists, even after providers have received state assurance of their ability to
provide such information based on the Family Educational Rights and Privacy
Act (FERPA). Without social security numbers, determinations of program
. - 1 -
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performance through Ul wage record matching cannot be accomplished.
Ultimately, then, the Consumer Report System designed to allow those seeking
training to compare program performances, does not contain all of the essential
data needed for such comparisons.

[l In Arizona, the apprenticeship fraining system is a voluntary, industry-driven
system of employment and related technical instruction approved by the state
and sponsored by employers, employer associations, and labor committees, The
system is governed by the State Apprenticeship Council, a subcommittee of the
Governor's Council on Workforee Policy, and operates under the standards and
regulations of the Bureau of Apprenticeship and Training, USDOL. Through a
series of meetings held throughout PY 2000 and 2001 with apprenticeship.
sponsors and the state director of apprenticeship, ADES has determined that the
majority of apprenticeship sponsors find that ETP performance requirements for
subsequent eligibility do not lend themselves to the framework within which
apprenticeships are established-and regulated. There are approximately 124
registered apprenticeship programs in the state, only about 30 of which are
currently on the state ETPL. Among the reasons presented for the lack of ETPL
participation by apprenticeship programs are these: (1) By definltion, an
apprenticeship must include no less than 2,000 hours of paid work experience
which begins on the first day of training. Therefore, from the first day, 100% of
apprentices are in unsubsidized employment In an occupation related to training.
(2) WIA Individual Training Accounts (ITAs) are unnecessary for apprentices
because sponsors of registered apprenticeship programs fund the training. (3)
Two-thirds of the state's apprenticeship sponsors have faewer than five
apprentices In training at any one time. Therefore, aggregating thelr student data
to determine program performance does not diminish the risk of violating student
confidentiality because of the small number of apprentices in a given program.
(4) Apprenticeship training lasts from one to five years; therefore, program
completion rates and rates of licensure for many apprenticeship programs will be,
0% for multiple WIA program years. This lack of performance data for the state's
Consumer Report System, may result in some [TA customers equating lack of
data with poor or low performance, (§) An apprenticeship rautinely includes
SUpervised correspondence or self-study eourses through a variety of trade and
gl_t;cftional institutions, all of which may not qualify for inclusion on the state

lll.  Demographically, Arizona's LWIAs include large metropolitan areas: rural,
remote areas that rely on industries currently in dramatic decline (i.e. mining and
farming); as well as areas dlstinguished by cultural multiplicity that necessitate a
broad spectrum of training options. Failure of currently approved providers to
recertify their training programs, coupled with a disinclination among hon-
participating providers to seek inclusion on the ETPL, creates the potential for a
protracted list of providers that will not reflect the quality or the variety of tralning

. actually available in the state.
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Arzone's C llaibi R uirements
To qualify for recertification as an approved provider on the state ETPL, an institution or

entity must meet verifiable performance requirements based on the following statutory
provisions conceming its student universe;

ection 122 (d)(1)(A)i)
Percentage of all students enrolled who completed the applicable program of tralning

Percentage of all students enrolled who obtained unsubsidized employment

Percentage of all completers of the applicable prograr'n of training who obtained

- unsubsidized empioyment

Percentage of all students enrolled who completed the applicable program of training
and obtained unsubsidized employment in an occupation related to the program of
training

Average hourly wages at placement in employment of all students participating in the
applicable program of training

Likewise, each provider must submit the following performance Infermation specific to -
WIA participants, based on the following statutory provisions in the Act:

Section 122(d){1)(A)ii)

{» Percentage of participants who have completed the applicable program of training and
who are placed in unsubsidized employment

Percentage of participants who have completed the applicable program of training and
remained in unsubsidized employment for six months after the first day of employment

Average hourly wage of participants who reamained in unsubsidized employment for six
months after the first day of employment

Rates of licensure or certification, academic degree, or other measure of skills of the
graduates of the applicable program of training
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Proposed Sglutions Based Upon Waiver Approval

(1)  In-January 2002, Arizona completed development of a new Intemet-based ETP
application system, which fully autemates all aspects of initial training program
eligibility. The new system now makes it possible for providers to submit ETP
applications.electronically to the state's LWIBs, and for LWIBs to cormmunicate
results of their application reviews immediately to the state Department of
Education (ADE). The ADE may then conduct its final reviews and place
approved providers on the state list within a much shorter period of time. Having
realized the success of a simpler, more efficient initial application process, the
state's LWIAs and ite providers are urging development of a simpler, automated
process for subsequent eligibllity. '

Goal: Extending initial eligibllity would allow the state more time to create an
automated subsequent efigibility process and, more importantly, provide
time for developing training materials, conducting statewide training
sessions, and ensuring broad communlcation of the new systemn
capabilities among all parties concerned with Inltlal and subsequent
eligibility.

(2) Given the current lack of data in the state’s Consumer Repart System,

" Arizona has recently drafted a plan formally urging all training providers to self-
report the program performance requirements that are mandated under statute,
as indicated on Page 3 of this waiver request. Self-reporting |s intended as a
supplement to the mandated reporting of student data for Ul matching, and will
allow providers to account for program participants who became employed, but
who may be among these routinely excluded from Ul wage records (e.g. out-of-
state employees, military personnel, federal employees, self-employed, and tribal
employees). The self-reporting document will be in the form of an attestation and
all performance data supplied by each provider would be subject to verification
on demand by the state Department of Education or the approving LWIB.

The state’s Warkforce Development Administration and the Employment Security
Administration are currently in discussions with national representatives
regarding Arizona’s participation in the Wage Record Interchange System
(WRIS). The state is investigating to what extent WRIS participation would .
facilitate the exchange of Ul wage data with other states, aliowing Arizona'to
capture, for ETP performance reporting, a greater number of training program
participants who otherwise would be excluded from the state's Ul records.

Goal: Extending initial eligibility would ensure adequate time for develapment
and implementation of the self-reporting system. It would also affard the
state an opportunity to Investigate and adequately weigh the merits of
WRIS participation, as a way to more accurately reflect each provider's
employment-related performance.
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(3)  Arizona's process for ceriifying its One-Stop Centers throughout the state,
includes a capacity building strategy for One-Stop staff that focuses on
Impreved service to eligible training providers and employers. To prevent a
further decline In the number of providers taking part in the ETP process, Arizona
will make available ongoing, computer-based leaming rejated to WIA for all One-
Stop staff, and ensure that special emphasis in such training be given to staff's
role in keeping training providers and employers up to date regarding ETP
processes statewide. Arizona will also develop a marketing strategy specifically
targeting community colleges, universities, and apprenticeships that currently
are not participating as eligible training providers. This strategy will include on-
site visits by DES Workforce Development and Department of Education liaisons.

Goal: The state seeks to showcase training providers that have been
successful in recrutting WIA and non-WIA students as a result of the
ETPL. In addition, the state intends to communicate to all stakeholders
the improved ETPL web site capabilities that permit timely,
unencumbered submittal of initial and subsequent eligibility
documentation. Extending the initial eligibility time period through June
30, 2003 would allow the state to gamer the endorsement of 2 greater
number of providers and other stakeholders.

(4) Arizona has identified a disconnect relative to those who administer the ETP

process in LWIAs, and the local boards who provide oversight and review

of workforce development activities. Beginning in October 2001, the state

acted to bring key individuals representing both groups together, along with a
diverse mix of training providers. This step was taken to ensure that a common
understanding of Arizona‘s current ETP processes was in place, and to develop
‘necessary strategies to improve them. In light of recent discussions conceming
subsequent eligibility occurring at the national level, the state will ensure that the
forral dialogue begun last October will continue, so that federal updates may be
responded to decisively and that Arizona may continue to build confidence in the
efficacy of the ETP system among all those impacted by it.

Goal: Extending initial eligibility would facilitate expanding and normalizing

- understanding of the state's ETP processes among local board
members, training providers, case managers, and participant customers.

Providing Natice of Waiver and Monitoring Progress Among the State's L WIAs

The state will update and monitor all LWIAs regarding implementation of the waiver
requested, through documentation posted on the state’'s ETP web site

(www.ade.az gov/arizonaheat) and the state Workforce Development Administration:
(WDA) web site (www.de.state.az.usiosce). This documentation will also be mailed to
each LWIA. In addition, quality assurance lialsans from the WDA wili be present at all
LWIB meetings throughout the state to report on the state's progress regarding walver
implementation. Liaisons will also be avallable to provide on-site technical assistance
o the LWIAs as needed.
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PUBLIC COMMENT:

(1) A series of public forums took place across the state in November and
December 2001, facilitated by the state Workforce Development
Administration and the Department of Education. These forums or “road
shows™ were sttended by currently approved and prospective training
providers, board members and board staff from the state's fifteen LWiAs,
One-Stop staff from each LWIA, and other interested pariies.

‘The solutions proposed in the preceding pages are the direct result of
suggestions fielded from forum attendees, as well as members of the
state's ETP Work Group (See ltem 4, page 5.).

(2) During March 2002, a draft of this waiver request was distributed 10 the
- state's ETP Work Group and to all program directors in each of the state’s
15 LWIAs, urging solicitation of additional input. No comments or
suggestions were received during the comment period that ended April 8,
2002, - )
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