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(Subpart E, 20 CFR 678.700-678.750) 
Among other items, MOUs must include agreements on funding the costs of the services and the operating costs of the system, including funding infrastructure costs of one-stop centers as well as funding of shared services and operating costs of the one-stop delivery system (20 CFR 678.700 describes one-stop infrastructure costs).

Governor’s Guidance:
To help local areas in MOU development (per 678.705) the Governor develops and provides:
· guidance on cost-allocation methodologies for state-administered programs and for determining contributions to a one-stop delivery system, 
· a timeline for notifying him on failure to reach agreement on a local funding mechanism for infrastructure costs  
· a timeline and process for appealing the state funding mechanism, which goes into play when the local area cannot agree on its local funding mechanism (per 678.710, infrastructure costs are funded either through a local funding mechanism or a state funding mechanism) 
Local Funding Mechanism:
The approach to the local funding mechanism, and funding involved, is outlined in 20 CFR 678.715 and 678.720; local areas are familiar with this process through WIA.
When local areas can’t reach consensus on funding of infrastructure costs, they must notify the Governor by the deadline he has established. The state funding mechanism then comes into play (20 CFR 678.725).
State Funding Mechanism:
The state funding mechanism is described in 20 CFR 678.730. In this approach, the Governor determines one-stop partner contributions in consultation with Local Workforce Development Boards (LWDBs), Chief Elected Official(s) (CEOs), and the Workforce Training and Education Coordinating Board (WTECB). This determination may be based on a budget that has already been reached through local area negotiations, if the governor determines it meets the needs of the local area and fits within the confines of the local areas resources.  The Governor may take into consideration the extent of local area agreements and the result of local area negotiations.  
Or, the Governor may decide to use a budget based on a formula determined by the WTECB, which is based in part on the number of one-stops in the area, the population served by the centers, and the services they provide (20 CFR 678.745).
The Governor determines the appropriate cost allocation methodology based on each local partner program’s proportionate use of the one-stop delivery system and benefits received (20 CFR 678.736-737).
The Governor calculates the partner programs’ proportionate shares, and the required statewide program caps on contributions to infrastructure costs from one-stop partner programs for areas operating under the state mechanism, using methods, formulas, and percentages detailed in the statutes (20 CFR 678.730-731, 20 CFR 678.738).    
The Governor is responsible for making sure funds from each partner program in the local area don’t exceed the caps.  If it appears they will, he may:
· Ask if those partners whose contributions would exceed the caps if they’d be willing to pay more, as their programs law/rules allow, or, 
· He may direct, or allow, the local area to reenter negotiations as necessary;
· Reduce the amount of infrastructure costs
· Reassess proportionate partner shares
· Identify alternate funding sources as allowed by use, benefit, laws, regulations, etc.
If local areas at this point do come to agreement and sign the MOU and proceed under the local funding mechanism, the process ends.
If, after renegotiation, agreement still can’t be reached or alternative funding can’t be determined, the Governor may adjust the specified allocations within constraints (specified in 20 CFR 678.738). In determining these adjustments, the Governor may take into account any information from the renegotiation process, as well as details from any previous budget or cost-sharing determinations.
The state funding mechanism is complex.  We recommend fiscal/financial expertise in its development. DOL/DOE promise additional guidance on it “this fall.” 
NOTE: Local area boards must meet all WIOA requirements for funding the one-stop system in Program Year 2017. This means local funding agreements must technically be completed and meet WIOA requirements by July 1, 2017.  In reality, they must be completed sooner than July 1, 2017, as local areas must report the inability to reach consensus to the Governor by the date the Governor has specified in order to allow time to implement the State Funding Mechanism.
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