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CMS Releasing Final Rule Regarding Oversight of
Accrediting Organizations and Preventing AO Conflicts of
Interest, and Related Provisions

The Centers for Medicare & Medicaid Services (CMS) are issuing a final rule with comment period that
sets forth provisions to strengthen the

oversight of Medicare’s national accrediting organizations by addressing conflicts of interest, establishing
consistent standards, processes, and definitions, and updating the validation and performance standards
systems.

The rule finalizes a proposal issued on February 15, 2024, that overhauls how CMS oversees the
national "Accrediting Organizations" (AOs)—private entities like The Joint Commission, DNV Healthcare,
and others—that CMS allows to inspect and "deem" hospitals, ASCs, home health agencies, hospices,
and other Medicare/Medicaid providers as meeting federal health and safety standards in lieu of state
survey agencies (SAs).

The rule's core goals are addressing conflicts of interest (especially AOs selling consulting services to
facilities they accredit), making AO surveys more comparable to state surveys, improving the validation
program that checks AO accuracy, revising the psychiatric hospital survey process, restricting re-entry
for terminated providers, and a technical fix for ESRD/transplant facilities.

The rule applies only to AOs with CMS-approved ("deeming") programs and the providers/suppliers they
accredit—not to non-deemed facilities, laboratories, or nursing homes (which remain under state survey
jurisdiction by statute).

These regulations are effective on June 16, 2027. A copy of the display version is available at:
https://public-inspection.federalregister.gov/2026-12069.pdf. The rule is scheduled for publication in
the Federal Register on July 16.

Major Finalized Provisions
New/revised definitions (§488.1):

CMS finalizes new definitions for "unannounced survey" (codifying that AOs, like SAs, may give no
advance notice—including no blackout dates—of survey arrival, aimed at preventing facilities from
artificially preparing), "national in scope" (requiring an AO to have accredited facilities in at least five of
six newly defined CMS geographic regions), and "process disparity rate." However, CMS dropped its
proposed "outcome disparity rate" definition and the broader look-back validation methodology tied to
it.

Conflicts of Interest (COI):

AOs must submit detailed conflict-of-interest policies and procedures with initial and renewal
applications (§488.5(a)(10)), with CMS adding more specific examples of COI scenarios for AO owners,
surveyors, and employees. Notably, CMS backed off its proposal requiring AOs to submit annual
surveyor conflict-of-interest declarations to CMS; instead, AOs must simply maintain these declarations
and produce them upon request or during application review.
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CMS also finalized a new rule (§488.8(k)) barring an AO owner, surveyor, or employee who has (or had
within the past 2 years) a financial or employment relationship with a facility from any involvement in
that facility's survey, accreditation decision, pre/post-survey activities, or access to survey records.

Fee-based Consulting Restrictions (§488.8(i) and (j)):

AOs that offer fee-based consulting may not provide it to a facility before its initial accreditation survey,
within 12 months before a reaccreditation survey, or in response to a complaint about that facility—
meaning consulting is permissible only during roughly the first 24 months of a 36-month accreditation
cycle.

CMS also requires AOs to maintain (rather than biannually report) information about their consulting
activities, and to have written "firewall" policies completely separating consulting divisions from
accreditation operations. CMS considered but rejected a complete ban on AO consulting, citing the major
revenue impact.

Aligning AO Standards with Medicare Conditions (§488.4 and §488.5(a)(3)):

AOs must use the same language as the Medicare Conditions of Participation/Coverage as their
minimum standards (while remaining free to exceed them), and must submit a revised "crosswalk"
demonstrating this one-to-one alignment using a CMS-provided template.

Survey Process Comparability (§488.5(a)(4)-(13)):

Multiple provisions strengthen requirements for AO survey descriptions, document/record review
processes, correction-of-deficiency timelines, surveyor training documentation, survey team
composition, complaint investigation procedures, and accreditation decision-making—all intended to
mirror SA practices under the State Operations Manual. CMS withdrew a proposal requiring AOs to
submit all survey reports to CMS, opting instead to continue requesting them as needed.

Mandatory CMS Surveyor Training (§488.5(a)(8)):

AO surveyors must complete CMS's online basic surveyor training and documentation courses, with
documentation of initial and any subsequent completions retained (a change from the originally
proposed "one accreditation cycle" language).

Validation Program Overhaul (§488.9):

This is one of the most significant changes—CMS is eliminating the 60-day "look-back" validation survey
entirely and relying solely on Direct Observation of Survey (DOVS), where state or CMS surveyors
accompany AO surveyors in real time during accreditation surveys. CMS cited pilot data showing DOVS
is less burdensome for facilities and a more accurate measure of AO performance.

Performance Measures and Plans of Correction (§488.8(a)):

CMS expands the validation activities used in AO performance reviews and will require AOs with
unacceptable disparity-rate performance to submit a corrective action plan within 10 business days,
which CMS will make publicly available—finalized with the removal of "outcome disparity rate" and
"look-back" references.
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Psychiatric Hospital Surveys:

CMS is integrating psychiatric and acute-care hospital survey processes; AOs with existing hospital
accreditation programs must expand them to cover the special psychiatric hospital Medicare conditions
(8§8482.60-482.62), submitting revised standards, processes, and training for CMS approval within 30
days of notice.

Terminated Providers Seeking Re-entry (§489.57, §488.4(b), §488.5(a)(21)):

If CMS involuntarily terminates a provider's Medicare agreement, any AO accreditation is no longer
recognized for deeming purposes. Before re-entry, the provider must undergo a "reasonable assurance
period" under exclusive state survey agency oversight (not AO survey) until full compliance is certified.
AOs must also certify they will terminate accreditation of any provider CMS reports as terminated within
5 business days.

Technical Correction (§488.4(a)(4)):

Removes an outdated regulatory exclusion of ESRD facilities and kidney transplant programs from AO
accreditation, aligning with the 2018 Bipartisan Budget Act, which already permitted this.

Effective Dates and Costs

A recurring theme throughout the final rule is that CMS removed all the originally proposed staggered
"1 year after effective date" triggers for individual provisions—every provision now becomes effective
uniformly one year after publication (June 16, 2027).

On cost:

CMS estimates total first-year costs of about $3.1 million across the nine currently approved AOs,
dropping to about $2.24 million in subsequent years (averaging roughly $2.4 million annually, or about
$267,600 per AO over five years). Total estimated regulatory costs plus paperwork burden come to
roughly $2.6 million. Separately, CMS estimates the transplant-center accreditation expansion could
generate up to about $3 million annually in new producer surplus for AOs (from both accreditation fees
and related consulting revenue for the 187 of 234 transplant centers expected to pursue AO
accreditation).
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Final Comments
This is one of CMS’ better written rules. It gets to the point.

Nonetheless, in responding to commenters, the rule simply contains too many items regarding a single
comment. One may argue if CMS is listening to all commenters. However, this simply adds to the overall
length of the document. CMS responded 241 times to a single comment. Additionally, CMS says it
appreciates comments 68 times, and thanks commenters 83 times.

Not sure how to solve this issue, but something needs to occur to reduce overall burden on providers
and others.
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