GUIDELINES

Shared Services Arrangements
Guidelines for Institutions and Peer Reviewers
Introduction
The following information provides guidance to institutions and peer reviewers in determining and evaluating shared services
arrangements involving institutions accredited by HLC. These guidelines explain the Criteria for Accreditation that will be
primarily considered when shared services arrangements are evaluated. These guidelines were endorsed by HLC’s Board of
Trustees in November 2017.
In addition, the following information provides an overview of the review process for applications for Change of Control,
Structure or Organization that include a shared services arrangement. Institutions should review HLC’s policy INST.B.20.040,
Change of Control Structure, or Organization, and the Change of Control, Structure or Organization Procedure.
Note: HLC’s processes regarding the outsourcing of academics are addressed in HLC’s Substantive Change processes regarding
contractual and consortial arrangements. More information is available at hlcommission.org/change.

Background of Shared Services Arrangements Subject to HLC Oversight
HLC adopted the policy on Change of Control, Structure or Organization in June 2009. This policy establishes that HLC
oversight extends beyond transactions involving a merger or transfer of assets to other transactions that affect the structure
or function of an institution, and that such transactions may require HLC approval. This policy also applies to certain
transactions involving a shared services arrangement that require HLC approval.
A shared services relationship is a type of arrangement, typically governed by an agreement or contract, that seeks to shift
certain operating functions and/or services of an institution of higher education, to another entity. That other entity may
be a corporation legally affiliated with, or related to, the accredited institution, or the entity may be independent. A shared
services arrangement, in certain instances, may be considered a form of outsourcing and need not be reciprocal. Shared services
relationships may occur through a variety of different arrangements.
The formation or renewal of the following shared services arrangements must be reported to HLC, and some arrangements
may require formal approval through HLC’s Change of Control, Structure or Organization procedure. (Note: This procedure
is being separately updated to reflect this guidance.) Effective November 3, 2017, an institution is expected to report to
HLC that it intends to initiate or renew such a relationship, and should provide documentation as outlined in the Change of
Control, Structure or Organization procedure (the institution must submit an executable version of the services agreement).
HLC will review the submission to determine whether the proposed relationship affects the organization or functionality of the
institution such that it requires a full review and approval under HLC’s Change of Control, Structure or Organization policy.
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The following include, but is not limited to, types of agreements that may require HLC approval:
1. The institution forms a relationship with an entity that has no corporate or financial relationship with the institution
to perform certain services. An example would be an agreement wherein an institution outsources multiple aspects of
its operations to a single provider of higher education services.1 HLC will determine whether any formal approvals are
required based on the documentation’s description of the services being provided by the services provider.
2. The institution works with other related accredited institutions to pool or consolidate services into another related
entity that may be another corporation or may be a division of one of the institutions. An example would be a state
university system with several accredited institutions that consolidates at the flagship institution certain operations that
previously were provided locally at each campus.2 HLC will determine whether any approvals are required based on the
documentation’s description of the structure of the entity and the services provided.
3. The institution has a parent or affiliated corporation that provides various services to the institution. A variant of
this situation would be when an institution purchases the assets of or merges with another accredited institution that
has an existing relationship with a parent or affiliated corporation, and the relationship with the parent or affiliated
entity is being maintained after the purchase through a shared service relationship with the former parent or affiliated
corporation.
4. The institution forms a new related or separate corporation into which the institution transfers some of its existing
operations and/or services. This new corporation would then provide services to the accredited institution.
Alternatively, the institution may transfer assets related to academics and student services into the new related or
separate corporation, and the institution may become the services corporation. (This new service corporation may also
sell its services to other institutions with which it had no previous relationship.)
1 Note that HLC has a separate policy on the development of contractual relationships related to sharing of academic programs related to the
teaching and learning process. These guidelines do not apply to contractual relationships referenced in policy INST.F.20.040.
2 Note that HLC has a separate policy on the development of consortial relationships related to sharing of academic programs related to the
teaching and learning process. These guidelines do not apply to consortial relationships referenced in policy INST.F.20.040.

Relevant Criteria for Accreditation
and Assumed Practices

While any agreement is expected to conform to all HLC
standards, the following Core Components from the
Criteria for Accreditation are primarily considered regarding
shared services arrangements.

Core Component 1.A.: The institution’s mission is
broadly understood within the institution and guides its
operations.

Core Component 1.D.: The institution’s mission
demonstrates commitment to the public good.

Core Component 2.A.: The institution operates with
integrity in its financial, academic, personnel, and auxiliary
functions; it establishes and follows policies and processes
for fair and ethical behavior on the part of its governing
board, administration, faculty, and staff.
Core Component 2.B.: The institution presents itself
clearly and completely to its students and to the public with
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regard to its programs, requirements, faculty and staff, costs
to students, control, and accreditation relationships.

Core Component 2.C.: the governing board of the
institution is sufficiently autonomous to make decisions in
the best interest of the institution and to assure its integrity.
1. The governing board’s deliberations reflect priorities
to preserve and enhance the institution.
2. The governing board reviews and considers the
reasonable and relevant interests of the institution’s
internal and external constituencies during its
decision-making deliberations.
3. The governing board preserves its independence
from undue influence on the part of donors, elected
officials, ownership interests, or other external
parties when such influence would not be in the
best interest of the institution.
4. The governing board delegates day-today management of the institution to the
administration and expects the faculty to oversee
academic matters.
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Core Component 3.C.: The institution provides support
for student learning and effective teaching.

Core Component 4.A.: The institution demonstrates
responsibility for the quality of its educational programs.
Core Component 5.B.: The institution’s governance and
administrative structures promote effective leadership and
support collaborative processes that enable the institution to
fulfill its mission.

Core Component 5.C.: The institution engages in
systematic and integrated planning.

Core Component 5.D.: The institution works
systematically to improve its performance.

Quality Assurance Expectations in
Shared Services Arrangements
The following guidelines explain the Criteria as it pertains
to shared service arrangements being reviewed through
Change of Control, Structure or Organization or at the
time of a comprehensive evaluation. Where the guidelines
have implications for certain Assumed Practices, those
Assumed Practices are identified.

Mission
The institution must be able to demonstrate that the
implementation of a shared services relationship is in
alignment with its mission and that the shared services
provider assists in fulfillment of that mission. Ultimately,
the institution remains responsible for assuring its mission
is fulfilled. (1.A.)
In a scenario where the shared services relationship derives
from a parent or affiliated corporation that owns or has a
legal relationship with the institution, the institution must
demonstrate that its educational responsibilities, including
revenue allocations, take primacy over contributing to a
related or parent organization. (1.D.)

Integrity: Ethical and Responsible Conduct
The institution must be able to demonstrate that the shared
services provider possesses the same high level of integrity
and ethics as the institution with respect to the services it
is providing in the shared services arrangement; its history
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with other similar services arrangements is also relevant
in this consideration. Furthermore, the shared services
provider must also have established policies and processes
for fair and ethical behavior or agree explicitly in the
contract with the institution to abide by the institution’s
ethics standards, at least regarding its work related to
this relationship. A shared services provider’s policies and
processes will not differ significantly or be in direct conflict
with that of the institution.
In addition, the institution must demonstrate
accountability and transparency with regard to the shared
services relationship and its impact on the institution
and its students. The institution should show that it has
engaged in a thorough process to review and vet the shared
services provider, which may mean, as appropriate, that
there has been an RFP process or that the institution has
otherwise ensured that the shared services provider has a
proven record of good conduct in its business dealings and
is providing its services at fair market value. The institution
should also show that there was broad campus involvement
as appropriate for the function in selecting the shared
services provider and finalizing the terms of the agreement.
Within the agreement, there should be a provision allowing
the institution to terminate the agreement upon reasonable
notice with or without cause. Further, the agreement should
have provisions allowing the parties to the agreement
to engage in a process to mitigate any issues regarding
performance. The institution must also have a process to
review any complaints from faculty or students about the
shared services provider’s fulfillment of its services, and
such a process must be in alignment with the institution’s
established complaint policies and procedures. Finally, the
payment arrangements for services provided by the shared
services provider should be clearly stated in the agreement
or in documents supporting the agreement.
The institution should demonstrate that it has updated
its conflict of interest policies to alert institutional
representatives when they might have a conflict of interest
related to the shared services relationship.
Finally, the president of the institution will provide a
statement to HLC when the contract or agreement for the
services is finalized, assuring the institution’s accountability
for the actions of the services provider related to its
fulfillment of the agreement. (2.A. See also Assumed
Practice A.4, A.5., and A.10.)
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The institution must demonstrate that it has publicly
disclosed its relationship with the shared services provider;
such statements may be general in nature and posted on
the institution’s website. The statements may not need to
be provided in each interaction between the shared services
provider and students.
If the shared services agreement allows the shared services
provider to use the trademarks and other intellectual
property (“IP”) of the institution, the public disclosure of
the relationship, as noted above, should indicate that the
institution’s trademarks and IP may be used by the shared
services provider pursuant to a licensing agreement. (2.B.)
If representatives of the shared services provider, other than
administrators noted under Core Component 5.B., will
have a position on the governing board of the institution
or in any other governance function, the institution must
demonstrate that those representatives are in an advisory
role only to the duly-elected or appointed members of the
governing board or any related management committees.
These representatives’ inclusion on the board in an advisory
capacity must be approved by a majority of the independent
governing board members.
With such representatives, the governing board must be
sufficiently autonomous such that its decisions reflect the
best interest of the institution as a whole. The institution
must have conflict of interest policies to guide the board
of the institution, particularly when it is voting on issues
related to the shared services relationship or shared services
provider. (2.C.)

Teaching and Learning: Quality, Resources and
Support
The institution must demonstrate that any student support
or faculty development offered by the shared services
provider is provided under quality control standards set
by the institution (see Core Component 5.A.) and is
comparable to such services provided to students and
faculty by the institution outside of its relationship with the
shared services provider. If the shared services provider is
hiring or providing student support personnel, they must
meet the same or superior qualifications as such personnel
hired directly by the institution. (3.C.)
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Teaching and Learning: Evaluation and
Improvement
The institution must demonstrate that its instructors
have an active and substantive role in the design of any
curriculum developed through the relationship with
the shared services provider and that instructors have a
continued role in overseeing and conducting academic
program review of any program developed in conjunction
with the shared services provider or with which the shared
services provider is engaged. If the shared services provider
is hiring or providing instructors for the institution, those
instructors must meet the same or superior qualifications,
including academic credentials and work experience, as
faculty members hired directly by the institution. The
institution must also demonstrate that its academic affairs
office is setting admission and graduation requirements that
apply to all students including those students in academic
programs in which the shared services provider has a role.
(4.A.)

Resources, Planning and Institutional
Effectiveness
The institution must demonstrate that it retains oversight
of a shared services provider in order to ensure the effective
provision of services. The institution’s oversight includes the
following activities:
1. The institution must demonstrate that its governing
board has reviewed the formational documents of
the shared services arrangement and any documents
that address the ongoing relationship between the
institution and the shared services provider and
has received appropriate legal and financial advice
prior to executing the agreement or contract. The
institution must also demonstrate that it retains
its ability to set and revise acceptable performance
standards for the services provided by the shared
services provider. The institution should be able to
demonstrate that its board has set such performance
standards and has a process under the shared
services agreement to revise them as needed.
2. The institution must retain sufficient leadership
within its organizational structure to oversee the
functions that have been transferred or outsourced
to the shared services provider. For example, if
the institution has transferred marketing to the
shared services provider, the institution must have
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appropriate personnel to provide oversight of that
function for the institution; the institution may
determine how best to provide this oversight.
3. If the shared services provider is a corporation
affiliated with the institution or recently formed by
the institution, and the institution transferred its
own resources and personnel to that corporation,
the shared services provider and the institution
may have overlapping senior executive leadership
who may have voting or non-voting positions
on the institution’s board. This arrangement is
appropriate provided that a majority of the board
of each organization is independent and decisions
with respect to the appointment, hiring and
retention of any overlapping executives are made
by a majority of the independent directors of
each institution. However, if the shared services
provider takes on other significant business interests
with other institutions, its interest and that of the
original institution might diverge. At that time,
the institution’s board is expected to review the
situation and determine whether there is a conflict
of interest that requires the implementation of any
appropriate mitigating controls. (See also Assumed
Practice D.6.)
4. The institution must demonstrate that it has
appropriate policies and processes to audit or
review on a regular basis the performance of the
shared services provider. Alternatively, its agreement
with the shared services provider must require the
shared services provider to audit itself regularly.
In either case, the results of these performance
audit processes must be regularly reported and
available to the institution and used in its quality
improvement processes. Such performance audit
functions may be strengthened by the use of a
third-party auditor or reviewer that conducts the
performance reviews. These processes must include
a separate feedback mechanism from students
receiving these services. The audit processes and
service standards in the shared services agreement
will demonstrate that there exist robust processes
through which the institution can require changes
in the services provided under the agreement or
even terminate the arrangement, as noted elsewhere
in this document. Finally, any shared services
agreement should provide that any performance
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standards or related provisions satisfy all applicable
state and federal statutes and regulations. The
results of these regular performance audits should
be available to HLC on request. (5.B.)
The institution must be able to demonstrate that its
planning extends to the services included in a shared
services agreement and takes into account the role of
the shared services provider in the life of the institution.
Both the institution and the shared services provider must
be able to demonstrate that they are systematically and
routinely assessing the provision of all services as well as the
developing and changing needs of the institution and how
the services provider will respond to such changes. (5.C.)
The institution must demonstrate that the shared services
provider works systematically to improve its performance
in the arrangement at the same level expected of the
institution and that the institution has data related to the
services relationship or its performance under the services
agreement. (5.D.)

HLC’s Review of Shared Services
Arrangements
The initiation or renewal of some shared service
relationships will require HLC approval through HLC’s
Change of Control, Structure or Organization policy and
procedure.
In addition, all ongoing shared services relationships must
be disclosed to HLC during a comprehensive evaluation.
Whenever HLC evaluates such a relationship within a
comprehensive evaluation, the standards for determining
ongoing quality are the Criteria for Accreditation and the
guidelines specified in this document.
Such relationships should be listed in the appropriate
section of the Federal Compliance Filing, and a copy
of the agreement should be provided as an attachment
to the filing. (Note: The Federal Compliance Packet for
institutions will be updated for 2018–19 to provide further
instructions and will include some questions relative to
these guidelines.)
An HLC peer review team will take into consideration
such relationships as a general part of its review in the same
manner it takes into account other details related to an
institution’s operations.
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For example, if an institution’s online program has
been created or advanced based on such a relationship,
this relationship will be considered by an evaluation
team during a regular visit evaluating the quality of the
institution’s operations and academics, including its
distance learning program, based on the Criteria for
Accreditation.

Evaluating Relevant Materials
As part of the review process, HLC will look for certain
key documents in evaluating the relationship: the letter,
agreement, contract or other document outlining the
relationship, and the policies and procedures of the
institution, as well as those of the shared services provider
related to its work for the HLC-accredited institution.
In addition, if the formation of the relationship is
being evaluated through Change of Control, Structure,
or Organization, HLC will also review the formation
documents and other items identified in the related HLC
procedure. While it is important that the contract or
agreement be fair to both the institution and the shared
services provider and contain appropriate clauses related to
the fee structure, indemnification, renewal, termination and
related provisions, HLC will primarily focus its attention
in determining quality and institutional oversight on
those areas identified in these guidelines. The contract or
agreement will be considered as ancillary to that process.3
(See also Assumed Practice A.10.)

Evaluating Academic Functions and Performance
Finally, the institution must demonstrate that it maintains
the ultimate control over functions related to academics
even if not directly part of the teaching and learning process
such as admission policies, graduation requirements and
academic content of the program. The institution must
demonstrate that it conducts a performance audit, on a
regular basis, of the services provided by the shared services
provider to ensure that the shared services provider meets
certain agreed-upon performance standards.

During the Change of Control, Structure or Organization
process, HLC will look to the contract and related
documents to ensure that it is clear that the institution has
control over these functions and that the performance audit
process has been established and is ready to be implemented
should HLC approve the extension of accreditation
following consummation of the agreement. During the
review, HLC staff members or peer reviewers may also,
at HLC’s discretion, interview personnel from the shared
services provider and review the shared services provider’s
internal protocols for assuring quality in this relationship
and in general.
After the relationship has been implemented and during
subsequent comprehensive evaluations or through its
regular monitoring processes, HLC will review the
performance audit reports being generated by the
institution and may interview the shared services provider
as appropriate to assure quality.

Conclusion
This document is subject to review and endorsement by
HLC’s Board of Trustees. It will be periodically updated
to reflect developing good practice in this area, as HLC
and institutions become more familiar with how such
relationships work to serve students, the institution, and the
common good.
Institutions should contact their HLC staff liaison early in
the process of developing such a relationship to ensure that
any approval, if necessary, is secured prior to execution of
any shared services arrangement.

Questions?
Contact the institution’s HLC staff liaison or HLC’s Legal
and Governmental Affairs.

3 For example, the presence of a clause in the agreement

allowing the institution to terminate the relationship has
been used by institutions to demonstrate oversight of the
relationship. While as a general matter, a termination clause
is an important item in most agreements, its presence
does not necessarily establish a pattern of oversight by the
institution.
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