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July 20, 2026



The Honorable Josh Stein Governor of North Carolina 20301 Mail Service Center Raleigh, NC 27699-0301

Dear Governor Stein:
Thank you for your waiver request submission to the U.S. Department of Labor (Department) regarding certain statutory and regulatory provisions of the Workforce Innovation and Opportunity Act (WIOA) and the accompanying plan to improve the statewide workforce development system (enclosed). The waiver request was received on April 30, 2026 as part of your recent WIOA State Plan modification submission. This letter provides the Employment and Training Administration’s (ETA) official response to your request and memorializes that North Carolina will meet the outcomes and implement the measures identified in its plan to ensure accountability agreed to by North Carolina and ETA. This action is taken under the Secretary of Labor’s authority to waive certain requirements of WIOA Title I, Subtitles A, B, and E, and Sections 8–10 of the Wagner-Peyser Act in WIOA Section 189(i).

Requested Waiver: Waiver associated with the requirement at WIOA Section 129(a)(4)(A) and 20 CFR 681.410 that the State and local areas expend 75 percent of Governor’s reserve youth funds and local formula youth funds on out-of-school youth (OSY).

ETA Response: ETA approves, for Program Years (PYs) 2026 and 2027, which includes the entire time period for which states are authorized to spend each of those PY fund allotments, the State’s request to waive the requirement that the State expend 75 percent of Governor’s reserve youth funds on OSY. ETA reviewed the State’s waiver request and plan and has determined that the requirements requested to be waived impede the ability of the State to implement its plan to improve the workforce development system. The State may lower the expenditure requirement of Governor’s reserve funds to 50 percent for OSY.

In addition, ETA approves, for PYs 2026 and 2027, which includes the entire time period for which states are authorized to spend each of those PY fund allotments, the State’s request to waive the requirement that local areas expend 75 percent of local youth formula funds on OSY. The State may lower the local youth funds expenditure requirement to 50 percent for OSY.

Requested Waiver: Waiver associated with the requirement at WIOA Section 121(e) and
20 CFR 678.300(c) to establish and maintain a comprehensive American Job Center (AJC) in each of the State’s local workforce development areas.

Operational Guidance: OG 05-2026
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ETA Response: ETA approves, through June 30, 2028, the State’s request to waive the requirement that each local area maintain a comprehensive AJC. ETA reviewed the State’s waiver request and plan and has determined that the requirements requested to be waived impede the ability of the State to implement its plan to improve the workforce development system.
Before implementing this waiver, the State must inform ETA which local areas will use this waiver.

The State is reminded that WIOA Title I waivers may not be used for any discriminatory purposes. All activities and waiver plan provisions must comply with Section 188 of WIOA, the implementing regulations at 29 CFR Part 38, and all applicable federal nondiscrimination laws.

The State must report its waiver outcomes and implementation of the approved waivers in the WIOA Annual Report. ETA will use this information to assess continued waiver approval and to identify promising practices that may be adopted more widely. ETA is available to provide technical assistance to you in support of your goals. If you have questions, feel free to contact my office at (202) 693-2772.
[image: Signature of Henry Mack]Sincerely,
Henry Mack, Ed.D. Assistant Secretary
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cc:	Andrea DeSantis, Assistant Secretary, Workforce Solutions, North Carolina Department of Commerce
James Bain, Deputy Director, NCWorks Commission, North Carolina Department of Commerce
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2026 North Carolina Waivers

Waiver Requests correlates with the Five pillars of America’s Talent Strategy in North Carolina

North Carolina’s workforce development system is entering a critical phase of modernization as it seeks to align with the U.S. Department of Labor’s five pillars of America’s Talent Strategy: industry-driven strategies, worker mobility, integrated systems, accountability, and flexibility/innovation. These pillars provide a national framework for building a future-ready workforce, and the NCWorks Commission, in partnership with the 20 local workforce development boards, 58 community colleges, universities, and employers, is uniquely positioned to embed these priorities into the state’s WIOA Unified State Plan and new Commission policy statements. By doing so, the state will ensure that its workforce programs remain responsive to the needs of employers, available for all populations, and adaptable to the dynamic labor market.

PILLAR I, industry-driven strategies, emphasizes the importance of employer-led training pipelines. North Carolina’s economy is anchored in healthcare, advanced manufacturing, information technology, education, and clean energy, all sectors experiencing rapid growth and skill shortages. To address these gaps, the state will expand sector partnerships that bring employers, educators, and workforce boards together to co-design curricula and training programs. Community colleges will scale short-term credential programs that align with industry standards, while apprenticeships and work-based learning opportunities will be prioritized to ensure that training leads directly to employment. Employers are encouraged to partner with workforce boards to identify skill needs and participate in apprenticeship expansion, while educators should align programs with industry-recognized credentials. Policymakers can support these efforts by incentivizing employer participation through tax credits and targeted grants.

PILLAR II, worker mobility, focuses on creating seamless pathways that allow individuals to move between education, training, and employment. Many workers in North Carolina face barriers to advancement due to fragmented credential systems and limited access to stackable programs. To overcome these challenges, NCWorks Career Centers will integrate career navigation tools that connect NCWorks.gov with NCCareers.org (Talent Marketplace), providing workers with clear pathways to advancement. Community colleges will expand stackable credential programs that build toward degrees, particularly in high-demand fields such as IT and healthcare. Employers can support mobility by recognizing stackable credentials and offering tuition assistance for employees pursuing further training. Policymakers should promote statewide adoption of portable credential frameworks to ensure that workers can move across regions and industries without losing progress toward career goals.

PILLAR III, integrated systems, calls for a unified, data-informed workforce system that coordinates across education, workforce, and economic development entities. Currently, data systems in North Carolina are siloed, limiting transparency and coordination. The NCWorks Commission will lead efforts to modernize data platforms, ensuring interoperability between NCWorks.gov, NCCareers.org (Talent Marketplace), and employer databases. Transparent reporting will allow policymakers and stakeholders to track outcomes by region, sector, and demographic group, ensuring equity and accountability. Employers can contribute by sharing hiring and retention data with workforce boards, while educators should integrate student outcome data into statewide dashboards. Policymakers must fund modernization efforts to ensure real-time reporting and seamless data sharing across agencies.

PILLAR IV, accountability, requires embedding performance-based measures into all workforce programs. Current accountability systems often emphasize short-term outcomes, such as immediate job placement, without adequately tracking long-term wage growth or retention.
North Carolina will strengthen accountability by requiring local boards to report disaggregated outcomes, including employment, retention, and wage data across population groups. Employers can support accountability by tracking the career progression of program graduates, while educators should report student success metrics to highlight equity gaps. Policymakers should mandate annual impact evaluations of WIOA Title I and Title III programs, with results made publicly available to ensure transparency and continuous improvement.

PILLAR V, flexibility and innovation, highlights the need to adapt workforce programs to emerging technologies and changing labor market conditions. North Carolina will encourage innovation by piloting AI-powered career coaching tools in NCWorks Career Centers, expanding virtual learning opportunities, and deploying mobile workforce units to deliver training and career services directly to rural and underserved communities. Employers can pilot AI-driven recruitment and training platforms in partnership with NCWorks, while educators should incorporate AI and digital literacy into curricula across all levels. Policymakers can provide flexible funding streams to support innovation and allow local boards to adapt programs to emerging needs.

In conclusion, by embedding the five pillars of America’s Talent Strategy into its workforce development system, North Carolina will strengthen its ability to prepare workers for high-demand careers, ensure equitable access to opportunities, and remain competitive in a rapidly evolving labor market. Employers, educators, and policymakers each play a critical role in advancing this vision. The NCWorks Commission will lead by modernizing the WIOA Unified State Plan and issuing new policy statements to ensure alignment, accountability, and innovation across the state. This integrated approach will position North Carolina as a national leader in

workforce development, capable of meeting the challenges of today while preparing for the opportunities of tomorrow.

Waiver Request #1 - Out-of-School Youth Expenditure Requirement

This aligns with PILLAR II: worker mobility by maximizing the skills training and work opportunities available to those who are disconnected from high-wage careers.

North Carolina is requesting a waiver of the requirement outlined in WIOA §129(a)(4) and 20 CFR 681.410 which mandates that no less than 75 percent of youth funds be used to provide services to Out-of-School Youth (OSY).

The North Carolina Division of Workforce Solutions (DWS) seeks flexibility to reduce the OSY expenditure requirement from 75 percent to 50 percent for both statewide and local activities.
This adjustment would allow the state to better respond to the service needs of the youth population and increase access for In-School (ISY) s to education, training, employment, and support services – goals that align with North Carolina’s strategic plan.

There are no state or local statutory or regulatory barriers to implementing the requested waiver. North Carolina regulations and policies are in compliance with current federal law.

North Carolina’s aims to increase the number of ISY served by 2 percent in Program Year (PY) 2026. This increase is expected to result in:

· Higher attainment of industry recognized credentials,
· Improved measurable skills gains (MSG) among ISY participants.

The table below outlines ISY service outcomes from PY 2020 - 2024.

	Program Year
	Number of ISY Served
	Number of ISY that received Credentials
	Number of ISY that obtained Measurable Skills
Gains

	PY 20-21
	668
	259
	301

	PY 21-22
	654
	188
	322

	PY 22-23
	661
	137
	341

	PY 23-24
	586
	149
	278

	PY24-25
	617
	133
	365



Following the implementation of the waiver in PY24, North Carolina saw:

· An increase in the number of ISY served;
· 5.5% increase in MSG Rate for all youth participants;
· Steady Employment Rate Q2 and Q4 metrics compared to those of PY23 (-0.1% and - 0.2% respectively),
· A 0.8% increase in the statewide Youth Credential Rate.

This waiver supports the expansion of successful work-based learning programs, pre-apprenticeship opportunities, and other WIOA services for at-risk and disadvantaged youth. It enables local boards to tailor services to meet the unique needs of their populations and regions.

This waiver will allow for the expansion of already successful provisions of work-based learning programs and other WIOA services, such as pre-apprenticeship programs, and services to at-risk and disadvantaged youth to assist with increasing enrollments, secondary education attainment, and workforce readiness to the additional In-School Youth (ISY) served.

This waiver will benefit:

· At-risk and disadvantaged youth population facing barriers to education, training, and employment;
· Local Workforce Boards, through increased flexibility to design locally responsive youth programs; and
· ISY participants who meet one or more of the following WIOA-defined ISY barriers, including:
· Justice involved youth;
· Homeless, runaway, or foster youth; or
· Pregnant and parenting youth.
While not all boards may not choose to utilize the waiver, North Carolina anticipates a 2% increase in ISY enrollments, leading to improved outcomes and skill gains.

DWS will monitor implementation through annual WIOA programmatic reviews evaluating:

· The impact of the waiver on local program performance;
· Progress toward stated goals and outcomes; and
· Alignment with state and federal WIOA objectives.

Outcome data will be collected and analyzed to ensure the waiver supports continuous improvement and compliance.

A 30-day public comment period was provided by including this waiver in North Carolina’s WIOA Unified State Plan. This draft was posted for public review and shared with stakeholders via email, consistent with the State’s public meeting procedures.

The impact of this waiver on WIOA performance and related outcomes will be documented in North Carolina's WIOA Annual Report.
Waiver Request #2 – Virtual One-Stop Service Delivery System

This aligns with PILLAR V, flexibility and innovation, highlights the need to adapt workforce programs to emerging technologies and changing labor market conditions.

North Carolina is requesting to waive the requirement outlined in WIOA Section 121 (e)(1) and 20 CFR 678.300 (c) to establish a comprehensive one-stop delivery system in each local area.

Implementing this waiver will help remove barriers by minimizing administrative costs, reducing operational burdens, and allowing the state to redirect funding toward direct participant services.

There are no state or local statutory or regulatory barriers to implementing the requested waiver. North Carolina regulations and policies are in compliance with current federal law.

The primary goal of this waiver is to implement a virtual service delivery model that meets the comprehensive workforce needs of communication, particularly in remote and rural areas. This approach will:

· Reduce infrastructure and co-location costs associated with physical American Job Centers (AJCs);
· Maximize funding available for direct services to individuals and businesses; and
· Utilize virtual AJCs and affiliate site (e.g., public libraries, community colleges) to expand access and reach.


This waiver is expected to enable the state to serve at least the same number of participants as in previous years, despite reduced or level funding. The goal is to maximize participant reach and service delivery efficiency.

All WIOA populations - adults, dislocated workers, and youth – will benefit from this waiver, especially those in remote or rural regions. These individuals will gain access to virtual AJC services equivalent to those provided in physical comprehensive centers.

The state will monitor implementation by:

· Comparing prior year expenditures and staffing costs of physical AJCs to those of the virtual AJCs;
· Tracking participant engagement, service delivery metrics, and customer satisfaction; and
· Evaluating the effectiveness of virtual service delivery in meeting workforce needs.
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