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

Ms. Maria Del Carmen Fuentes
Administrator

Right to Employment Administration
P.O. Box 364452

San Juan, Puerto Rico 00936-4452

Dear Ms. Del Carmen Fuentes:

This is in reference to my December 6, 2002, letter to Governor Calderon (copy
enclosed) concerning the Commonwealth of Puerto Rico’s request for waivers of
various statutory and regulatory requirements under the Workforce Investment Act
(WIA) pursuant to 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. This authority
is granted to the Secretary by WIA section 189(i)(4)(A), and in the implementing
regulations at 20 CFR 661.420.

My previous letter indicated that we were deferring a decision on the
Commonwealth’s request to waive the WIA provisions pertaining to the 10 percent
limit on local-level administrative costs at WIA section 128(b)(4) and 20 CFR
667.210(a)(2) pending further review. This is to inform you that we have completed
our review and to provide our determination and disposition on that request.

Waiver: Waive the 10 percent local-level administrative cost limitation at WIA
section 128(b)(4)(A) and 20 CFR 667.210(a)(2) to permit a statewide increase to 15
percent

The Commonwealth requested a waiver, to apply to all local workforce investment
areas, to increase the 10 percent local administrative cost limitation set forth in WIA
section 128(b)(4)(A) and 20 CFR 667.210(a)(2) to 15 percent statewide. The
Commonwealth's request to waive the local administrative cost limitation is not
approved for the reasons set forth below.

While other states have applied for similar waivers, we have not approved any
statewide waivers of the local administrative cost limitation because we do not
believe that the limitation generally impedes the ability of local areas to implement
their local plans. The definition of administrative costs, described in 20 CFR 667.220,
was developed through extensive consultation with our federal, state and local
partners and after extensive field-testing. We have consistently believed that this
provision presented a reasonable and easy-to-use definition, and expected that
experience would show that by applying this definition, local areas have been able
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to provide high-quality services while still meeting the 10 percent administrative
cost limitation.

In Program Year 1999 we entertained a small number of requests to waive the 10
percent limit. This was early in the implementation of the WIA program, and it was
not clear at that time how the definition of administrative costs would hold up as we
moved to full implementation. Thus, we adopted a policy of permitting a limited
waiver of the administrative cost limit in special circumstances.

This issue was addressed for four states, not by waiving the 10 percent limit, but
rather by providing the Governor authority to apply a waiver of the 10 percent
administrative cost limitation to those local areas that demonstrated a compelling
need for the waiver. This limited authority was granted on condition that the
Governors develop standards or criteria for determining whether special
circumstances existed to indicate that a particular local workforce investment area
would be unable to meet the 10 percent administrative cost limitation in the absence
of the waiver. These standards or criteria were to be included as part of a state’s
five-year strategic plan, with an informational copy provided to the appropriate
Regional Office. The states were directed to notify those offices of which local
workforce investment areas received waivers under the granted waiver.

In reviewing this policy, we contacted the four states (i.e., Ohio, Indiana, Montana
and Utah) that were granted authority to apply a waiver of the 10 percent limit to
ascertain their experience under the granted waiver. These states, which were given
the opportunity to waive the local area administration cost limitation in special
circumstances, have reported that no local areas have needed relief from the 10
percent limit. To date, no waivers have been granted to waive the 10 percent local-
level administrative cost limitation. Thus, we have found that experience has
confirmed our belief that the regulatory provision presents a reasonable and easy-to-
use definition, and expect that by applying this definition local areas will be able to
provide high-quality services while still meeting the 10 percent administrative cost
limitation.

In light of this experience, we have reassessed our policy of permitting a limited
waiver of the administrative cost limit in special circumstances. Accordingly, the
Commonwealth’s request to waive the 10 percent limitation is not approved.

This decision notwithstanding, 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 Puerto Rico.
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We are prepared to entertain other state and local-level waiver requests that the
Commonwealth may wish to submit, consistent with the provisions of the Act and
regulations.

Sincerely,

ﬁ%’%‘%@
m Stéver DeRocco

Enclosure



U.S. Department of Labor Assistant Secretary for

Employment and Training
Washington, D.C. 20210

DEC -6 7

The Honorable Sila Calderon
Governor of Puerto Rico
San Juan. Puerto Rico 00902-0082

Dear Governor Calderon:

[t is with pleasure that I respond to the Commonwealth of Puerto Rico’s request for waivers
of statutory and regulatory requirements under the Workforce Investment Act (WIA), in
accordance with 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. This authority is granted to
the Secretary by section 189(i)(4)(A) of the Workforce Investment Act (WIA or the Act), and
in the implementing regulations 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
outcomes. We hope that these changes will assist the Commonwealth in meeting its
workforce needs and improving programmatic outcomes at the local level and statewide.

We have considered the Commonwealth’s initial request along with the supplemental
information provided by the Commonwealth and we are pleased to be able to respond
positively to your requests. The following is the disposition of the Commonwealth’s waiver
submissions.

Waiver 1: Waive the title I 20% transfer authority at WIA section 133(b)(4)

The Commonyealth’s waiver submission (copy enclosed) requests a general waiver of the
20% transfer authority provision at WIA section [33(b)(4) to provide more flexibility in the
transferring of funds between WIA Title I-B funding streams for dislocated workers and
adults in order to meet local needs. The Commonwealth’s initial April 23, 2002, submission
lacked sufficient information concerning programmatic outcomes, monitoring and evaluation
plans and the comment process used for the waiver, consistent with 20 CFR 661.420(c). In
response to the Regional Office’s request for additional clarification on the areas of concern.
the Commonw ealth submitted supplemental information in letters dated May 16, 2002 and
August 9, 2002 (copies enclosed). The Commonwealth indicates that although Puerto Rico
has been experiencing a number of plant closings and layoffs, the WIA system’s main
clientele has been the adult population. The Commonwealth indicates that in order to
maintain an accessible system that will provide appropriate services to the adult population,
additional funding will be required and that could be accomplished by transferring funds
allocated for dislocated workers. Accordingly, the Commonwealth is requesting a waiver to
increase the transfer authority between the adult and dislocated funding streams from 20% to
40%.

A Proud Member of America’s Workforce Network
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The Commonwealth’s request, including the supplemental information, appears to meet the
requirements for waiver requests at WIA section 189(i)(4)(B) and 20 CFR 661.420(c) and the
standard for waiver of requirements relating to key reform principles, as specified at 20 CFR
661.410(c). Accordingly, the Commonwealth's request, to waive the 20% transfer at WIA
section 133(b)(4) to permit an increase in the transfer authority between the adult and
dislocated worker funding streams to a maximum of 40% at the local level is approved,
consistent with the Commonwealth’s waiver submissions.

Waiver 2: Waive the 10% local-level administrative cost limitation at WIA section
128(b)(4)(A) and 20 CFR 667.210(a)(2) to permit a statewide increase to 15%

The Commonwealth is requesting a waiver, to apply to all local workforce investment areas,
to increase the 10% local administrative cost limitation set forth in WIA section 128(b)(4)(A)
and 20 CFR 667.210(a)(2) to 15% across the board. The Commonwealth’s request to waive
the 10% local administrative cost limitation is currently under consideration. Although we
expect to complete this review shortly, we did not want to delay the decision to grant the
Commonwealth’s request on the transfer authority while we resolve the issues on the
Commonwealth’s second waiver request. Accordingly, we have approved a waiver to
increase the transfer authority between the adult and dislocated worker funding streams to a
maximum of 40% now, as outlined in Waiver 1 above, and we will address the local-level
administrative cost limitation request under separate cover when a decision has been reached.

The above granted waiver is incorporated by reference into the Commonwealth’s WIA Grant
Agreement, as provided for under paragraph 3 of the executed Agreement, and also
constitutes a modification of the Commonwealth’s approved five-year strategic plan. A copy
of this letter should be filed with the Commonwealth’s WIA Grant Agreement and the
Commonwealth’s approved five-year plan, as appropriate. The waiver is approved for the
current period of WIA authorization. through Program Year 2003, ending June 30, 2004.

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
Puerto Rico. We are prepared to entertain other state and local-level waiver requests that the

Commonwealth may wish to submit, consistent with the provisions of the Act and
regulations.

Sincerely,

J

Emily Stover DeRocco -~

Enclosures
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—
Human Resources and Occupationa] Developmerﬁéouncil

Xavier Gonzdlez Calderon
Uxzcutive Errector

August 9, 2002

Marilyn K. Shea

Regional Administrator

U.S. Department of T.abor

Employment and Training Administration
Region I - New York

201 Varick Street

New York, N.Y. 10014

Dear Ms, Shea

out cffectively the administrative responsibility of the program and provide needed sl
population.

In our letter of May 16, 2002, the Human Resources and Occupational Development $lo Jncil provided
additional information on the waiver request. Nonetheless, it has been brought to our afén Yon from your
office that there are deficiencics in the request for waivers. Therefore, we are inclifling information
needed in order to respond to those concerns,

Please feel free to contact Joc Alvarez, Deputy Director, at (787) 754-558, fext. 311 or

joeatvarez] @hotmail.com.

Cordially,

S

Xaviet Gonzilez Calderon
Executive Director

c. Ralph Muniz, GOTR
Region 1

BankTrust Plaza, Suitc 2Q0, 255 Ponce De Ledn Ave,, San Juan, PR 00917
P.0. Box 192159 Sgn Juan, PR 00919-2159 » Tel. {787) 754-5504 / Fax {787) 763-0195




-,
0.0

/
0.0

ADDITIONAL INFORMATION FOR WAIVER REQUEST APPEDYVAL
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Programmatic outcomes proposed for the 20% transfer limitavio: v

necessary to point out that Puerto Rico’s socioeconomic condition canf compared
with the other States. With an unemployment rate of 13% and thefindjority of the
islanders below the poverty level, the performance goals that the ..'j,3 htion of WIA
requires in order to serve the youth, adults and dislocated workers 8opulation is a
challenging one. Nonetheless, the population that WIA attracts the st is the adult
population and with this in mind the island’s workforce developmfht} system will
continue to improve services in order to achieve our goals and objectives ; breparing our
clientele to enter the world of work, According to our data regarding pa@icipants served
in the past two program years, the approval of this waiver will approximaély increase the
placement rate by 5% for that particular local area’s adult program #id fincrease the
expenditure rate for both the adult program and dislocated workers progiims because of

the transfer of funds.

submit formally a request justifying their individual needs for the waiv '3 Yhe Council,
as the administrative entity, will evaluate each local area request utiliZz¢gt information
from the Monitoring, Fiscal and Liaison Units in order to ensure that the ; ppoval will be
made on a case by case basig avoiding across the board waivers. ‘

Blanket waivers. There are 15 local areas in Puerto Rice and each of . will have to
M) 3

Process to request waivers. Once the Commonwealth’s request for waiff
the State Workforce Investment Board (SWIB) will proceed to incorpordié the waiver in
the modificd State WIA plan which they are in the process of doing. THE
draft an administrtive memorandum for the approval of the SWIB |
procedures on specific details required from the local area to request {#im the state to
transfer up to 40% of the fiscal years funds between dislocated workers ug iE

stream. The draft will be shared with the local areas and local boards forghe
and will highlight the need to request the waiver in consultation with hi: Chi
Official. Regarding the process, it will detail the impact of the waivers; coff
delivery of services and program design; and, demonstrated need}
expendilure,

kitency of the
d accrued

Assurance of apprepriate scrvices to dislocated workers. Through iai
Monitoring Units, the Council will provide oversight. The Liaison U i i
keeping up-to-date information regarding the specific needs of the Ifka

activities,
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Commanwenlth af Puerto Rito Depmm:morhhcrmduuminumm«s

L]

Human Resources and Occupationa] Deve]opment}:ouncil

Wavier Gooxive Caldcrba
Exnceirwe Dirocsr
May 16, 2002

Ms. Marilyn K. Shea

Regional Administrator

Employment and Training Adminigtration
U.S. Department of Labor -

201 Varick Strect— Room 755N

New York, N.Y, 10014-4811

Dear Ms. Shea:

.On April 26, 2002 & meeting was held between persannel from your office and tje Puesto Rico
Department of Labor and Human Resource and Occupational Development Cougcil (FRODC)

pertaining to the waivers requested for two provisions under the Workforce ent Act
(WIA) of 1998. In such mecting we were asked to provide additional info jon on the
following waivers: : ,

v 20% limitation to transfer program year allocation for dislocated worker emmployment
and training sctivities.

v 10% limitation of local administrative cost.
Ag indicated in our letter of April 17.2002.mclppmovalofthgscmo )

ﬁcﬂiummdcxpediwomgoa)wapmdﬁmdsmpmvidzneededmvic
popuhﬁmmdmhmcememmﬁwmhmwwmly'

population. Bven though Pucrwo Rico, in the lest year and nhnli:has.becn
pumerous smount of plant closings and layoff, the WIA system mam f:hmtcle yebeenthc
adultpopuhﬁommo:da‘tomlinuinmncowdblesymthnwinmwdc
to the adult population, addirional fmdinzwillbcmquimdmdthstoonldbc
u:mfmﬁngdislocuedworhu‘s;uoamdﬁmds. A

One of the most glaring differcuces betwoen the Yob Training Partnexship Act WlAwnthft
mwnmmmmwmmammmwumﬁmmd;}gmm This
lod to changes in the definition of administrative cost eatcgory, thereby reducing

BeankTrust Plaza. Suite 200, 288 Porce De Ledn Ave,, San Juan, PR 00917
P.0. Box 192159 San Jush. PR 0O¥19-2159 * Tel. {787) 754-5504 | Fox {(747) 763-0195
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- Ms. Marilyn K. Shea
May 15, 2002
Page 2

adminigtrative cost limitarion from 20 percent to 10 percent. For ull of the local whrkforce arcas
in Puerto Rico, this particular change was very harsh and encumbering. The impjementation of
thcon; stop delivery system in the island entailed the establishment of an infrastrugture with the
capacity 1w provide comprehensive levels of services to youth, adults and dislodated workers.
Adrainistrative funds are required pot only for the physical structare component bit also for the
installation and connection of high technological hardware and software pro necessary to
involve key partoers into the workforce development system. In addition, cach ] area needed
to recruit ssential workforce development professionals vo work in their one-sidp centers and
provide appropriate services to their clients, which algo includes employers. i} cffort would
need more adminigirative funds and the additional increase of 5 percent for a tot of 15 percent
would aszure formidable and effective performance and expenditure rate.

Regarding the process to cusure weaningful public comments on the waivers
Council holds regular meetings with the 15 local arces, which also includes the
detsils on the waivess is disseminated 16 all interested partiee within this forwn.
in all the major newspsper regarding the waivers requested would be publi
DCCeSSary.

The Council as the administrative emity will oversec the process iu itoring the
jmplementation of the waivers. Through the Linison and Monitoring Unit, oversight and follow
up will be provided on the waivers. The Lisison Uit is constantly in the field vifitt g the local
masinordermrcspondmspeciﬁcneedsmatthcymzyhavcandtopro'dewchnical
assistance. ‘The Monitoring Unit is responsible for evaluating the admini
operational systems implemented by tha Iocal areas to develop their workforce deRvery network.
The following constitute specific objectives of the Monitoring Unit concerning the praivers:

Determine the impact of the waivers
Evaluate that the delivery of services is consigtent with statut.y requirement

e FExamine expenditure sgainst cost categoriss and cost limitations

o Follow up corrective actions required to solve administrative apd operational
isgues arizing from monitoring review relating to the walvers.

e Provide teclmical asgistance permining to the waivers.

Wehopethatﬁxenddiﬁanﬂinfouhaﬁonprwidedwﬂlbehelpmlincxpediﬁng process for
spproving Puctto Rico’s waiver request. This is important since we are in the 2 month of
mehquwtwofprogramymzml mdwmﬂdnyprednehuplmmﬁngthew i a< 00N &S
possible. :
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Pleasefeel_frccmaler.IoeAlvuez,DeputyDimctorof&mean urces ad
Occupational Development Cowuncil, a1 (787) 754.5510, ext. 311, if you have any quesdons of
concems. -

Ms. Marilyn K. Sbea
May 15, 2002
Page3

Sincerely,
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF LABOR AND HUMAN RESOURCES

Victor Rivera Herndndez
Secretary

April 23, 2002

Ms. Marilyn K. Shea

Regional Administrator

Employment and Training Administration
U.S. Department of Labor

201 Varick Street

Room 755 N

New York, N Y. 10014-4811

Dear Ms. Shea:

One of the seven key principles embodied in the Workforee Investment Act (WIA} of 1998 is to
provide States and local areas with increased flexibility in order to implement an jnnovated and
comprehensive workforce system customized to mect the needs of our labor marke. With thig in
mind, on behalf of the Governor and as designated WI4 grantee for the Chmmonwealth
of Puerto Rico, I am formally requesting waivers regarding two provisionsf under WIA.
The following are the provisions the Commonwealth is requesting authority to waivg:

& 20% limitation to transfer program year allocation for dislocated worker emgloyment
and training activities.

e 10% limitation of local administrative costs.

The approval of these two (2) requested waivers would provide flexibility in our to expend
funds to provide needed services to our adult population and therefore mect labor market
nceds, Even though Puerto Rico has cxperience an incredible amount of p closing and
layoffs, the definition of a dislocated worker is8 such more delineated under thercfore,

Prudencio Rivera Martinez Building 505 Mufioz Rivera Avenue Hato Rey, Puerto Hico 00918
Telephone numbers: (787) 754-5353,  754-2118, 754-2120, 754-2122  Fax numbers: (787) 7539550, 756-1149

!



SENT BY: USDOL ETA; 2123372144, MAY-21-02  2:51PM; PAGUE /3

Ms. Marylin Shea
April 23, 2002
Page 2

making it more difficult to recruit and provide services to them. We are requestinggan additional
20% transfer of dislocated workers allocation for adult training and activity.

those local areas that have demonstrated good performance regarding expendigure of funds
and/or on mesting their standards. We are requesting an additional 5% increpse for local
administration.

As for the 10% Limitation for local areas administration cost, the waiver will be apilove only for

We look forward to hearing from you as soon as possible since we are in the last (iuaner of this
program year and are developing strategies to confront under expenditurc issues.

If you have any question or need additional information please feel free to cail the Human
Resources and Occupational Development Council at (787) 754-5510.

Victor Rivera Hernandez

Secretary
Department of Labor and Human Resources

¢. Ralph Mufiiz, GOTR
Region I



