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Rural Health Transformation Program Application Summary

On September 15, 2025, the Centers for Medicare & Medicaid Services (CMS) released the Notice of
Funding Opportunity (NOFQ) for the Rural Health Transformation Program (RHTP), representing a $50

billion investment in strengthening care delivery in rural communities over FY26—FY30. The NOFO outlines
not only the funding structure but also the core goals, eligible uses of funds, and the scoring methodology
CMS will use to evaluate state applications. Workforce, prevention, technology, behavioral health,
partnerships, and infrastructure are woven throughout the program’s design, highlighting CMS’s
expectation that states take a comprehensive, cross-sector approach to rural transformation.

As an important note to states, though the NOFO states that the letter of intent (LOI) due on September
30, 2025 is optional, CMS officials have strongly encouraged states to submit an LOI ahead of their
application submission. The letter is non-binding and should be sent to MAHARural@cms.hhs.gov.

This memo summarizes the major focus areas of the RHTP, highlights how they appear in program goals,
permissible uses of funds, and scoring factors, and provides a resource for states and stakeholders as they
prepare applications.
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Funding

States will submit a one-time application with funding distributed over five budget periods (FY2026—
FY2030): the first lasting 10 months and the rest 12 months each. Awardees will be selected by December
31, 2025. For each budget year, recipients have until the end of the following fiscal year to spend funds.
CMS will determine subsequent award amounts by:

e FY2027 funding: October 31, 2026
e FY2028 funding: October 31, 2027
e FY2029 funding: October 31, 2028
e FY2030 funding: October 31, 2029

As congressionally mandated, the RHT Program will provide $50 billion over five budget periods (FY2026—
FY2030), with $10 billion available each year. Read more in Sirona’s One Big Beautiful Bill slide deck, which
can be found here.
e Baseline funding (S25B): Split equally among up to 50 approved states, representing half of annual
funding.
e Workload funding ($25B): Awarded based on application quality and rural factors, representing
the other half of annual funding.

Baseline Funding: State is approved as
50% an awardee in RHTP

Total Funding:
$50 billion Rural factors data

Workload Funding:
50%

Application
information, data
metrics, and current
state policy

States must propose at least three eligible uses of funds drawn from the program’s use of funds.
e Rural workforce & training — Recruitment, retention, community health workers, midwives, etc.
e Clinical services — Funding for non-billable/uncovered services (<15%).
e Partnerships — Strategic collaborations, provider networks, consortia.
e State policy actions — Scope of practice, licensure compacts, CON reform, etc.
e Medicaid incentives — Provider payment reforms, dual-eligible initiatives.

e Technology & data — Remote care, data infrastructure, consumer-facing tech.
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e Prevention & population health — Chronic disease, maternal health, behavioral health.
e EMS & emergency services — Coordination, community paramedicine, treat-in-place.
e Consumer engagement — Health literacy, apps, patient navigation.

e Capital & infrastructure — Renovations/alterations (<20% cap).

e Other innovation — Catalyst-style initiatives (<10% or $20M cap).

Workload allocations are calculated using application data and federal datasets, with scores determined
by two categories:

1. Rural facility and population factors

2. Technical factors



=~ SIRONA
strategies | N |

Table 1: Rural facility and population score factors

clinical infrastructure

How to strengthen the whole rural health care ecosystem at the
community level through technological innovation, a focus on primary
care, a focus on behavioral health, and expanded scope of practice for
mid-level practitioners and pharmacists

How to coordinate amongst existing rural community providers,
community-based facilities, and other stakeholders to enhance access
to preventative care, long-term care, behavior health, and other social
health services.

Rural facility and population | Details Factor type % weight
score factors
A. 1. Absolute size of rural e Percentile ranking of state’s rural population Data-driven 10.00%
population in a State
A. 2. Proportion of Rural e Percentile ranking of a State’s blended % of total rural health facility Data-driven 10.00%
Health Facilities in the State count
A. 3. Uncompensated carein | @ Percentile ranking of the % of hospital uncompensated care as a share Data-driven 10.00%
a State of hospital operating expenses in a State
A. 4. % of State population e Percentile ranking of % of State’s rural population Data-driven 6.00%
located in rural areas
A. 5. Metrics that define a e Percentile ranking of % of State population located in a FAR level 2 zip Data-driven 6.00%
State as being frontier code
A. 6. Area of a State in total e Percentile ranking of the % of land area in a State compared to all 50 Data-driven 5.00%
square miles States
A.7.% of hospitals in a State | ¢ Percentile ranking of the % of State hospitals that receive Medicaid DSH | Data-driven 3.00%
that receive Medicaid DSH payment
payments Technical score
factors

Table 2: Technical score factors
Technical score factors Details Factor type % weight
B. 1. Population health e Enhancement of and/or creation of community-based care initiatives Initiative-based 3.75%
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Technical score factors

Details

Factor type

% weight

Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics as described in the application.

B. 2. Health and lifestyle

Initiative-Based:

For Novel prevention focused models emphasizing lifestyle changes,
around physical activity and / or proper nutrition, that are evidence
based with potential for clear and measurable health outcome
improvements.

Engagement of a variety of stakeholders and community resources
within the geographic area of the initiative to successfully execute
vision.

Clear, concise, and implementable goals focused on root causes of
public health tailored to the needs of local rural communities.
Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.

State-Based:

Whether a State requires schools to reestablish the Presidential Fitness
Test.

Initiative-based and
State policy actions

3.75%

B. 3. SNAP waivers

Whether a State has USDA SNAP Food Restriction Waiver that prohibits
the purchase of non-nutritious items, to include one or more of soda
(including sweetened drinks), candy, energy drinks, fruit and vegetable
drinks with less than 50% natural juice, and prepared desserts.

State policy actions

3.75%

B. 4. Nutrition Continuing
Medical Education

Whether a State has a requirement for nutrition to be a component of
continuing medical education (CME).

State policy actions

1.75%

C. 1. Rural provider strategic
partnerships

Arrangements that include an exchange of best practices and
coordination of care, partially facilitated through remote care services.
Arrangements will expand access to specialty services in a financially
sustainable manner.

Arrangements centralize and/or streamline back-office functions and
resources to create cost savings for participants.

Initiative-based

3.75%
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Technical score factors

Details

Factor type

% weight

Arrangements improve financial viability of rural providers, preserve
independence of rural providers where appropriate, and strive to keep
care local where appropriate.

Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.

C. 2. EMS

State policies and infrastructure that will support coordination between
EMS and other provider types as well as EMS integration with other
parts of the healthcare delivery systems.

Infrastructure that will support alternative site of care treatment.
Other investments to improve speed, access, and cost to deliver
emergency medical services.

Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.

Initiative-based

3.75%

C. 3. Certificate of Need State
policy actions

Total State CON score as defined in the Cicero report

State policy actions

1.75%

D. 1. Talent recruitment

Supporting health care career education infrastructure in rural
communities.

Funding new residency training programs, fellowships, or combined
programs in rural communities, tied to at least 5 years of service spent
in rural areas.

Relocation grants for clinicians moving to rural communities for at least
5 years of service.

Investment in health care talent recruitment related to Indian Health
Services, as relevant for a State.

A focus on supporting pathways for non-physician health care providers,
non-hospital-based providers, and allied health professionals in rural
areas.

Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.

Initiative-based

3.75%
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Technical score factors Details Factor type % weight
D. 2. Licensure compacts e State participation in the Medical Licensure Compact, Nurse Licensure State policy actions 1.75%
Compact, EMS Compact, Psychology Interjurisdictional Compact, and
Physician Assistants Compact.
D. 3. Scope of practice e The State scope of practice environments for PAs, NPs, Pharmacists, and | State policy actions 1.75%
Dental Hygienists.
E. 1. Medicaid provider e Development and implementation of payment mechanisms Initiative-based 3.75%
payment incentives incentivizing providers or ACOs to reduce health care costs, improve
quality of care, and shift care to lower cost settings.
e Development and implementation of value-based programs that have a
pathway to include two-sided risk and are supported by evidence to
suggest programs will change patient and provider behavior.
e Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.
E. 2. Individuals dually Initiative-Based: Initiative-based and 3.75%
eligible for Medicare and e Ways that time limited investments can support dual eligible enrollment | Data-driven
Medicaid in integrated plans.
e Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.
Data-Driven:
e Medicare-Medicaid dual enrollees.
e Individuals enrolled in integrated plans.
E. 3. Short-term, limited- e Whether there are any State restrictions in place that limit STLDI plans State policy actions 1.75%
duration insurance (STLDI) beyond latest federal guidance;
e What the State’s maximum allowable initial contract term for STLDI is;
and
e What the State’s maximum allowable total coverage period for STLDI is.
F. 1. Remote care services Initiative-Based: Initiative-based and 3.75%

e Enhancement of remote care services infrastructure within a State.

e Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.

State-Based:

State policy actions
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Technical score factors

Details

Factor type

% weight

Whether a State has broadly supportive State policies towards access to
remote care and telehealth services.

F. 2. Data infrastructure

Initiative-Based:

Enhancement of data infrastructure within a State, aligned with CMS’s
Health Technology Ecosystem criteria and ASTP/ONC criteria.
Investments should only be considered if they have specific rural
benefits.

For technology that has a cloud-based alternative compared to on-
premises technology, preference for cloud based, multi-tenant
architecture when feasible.

Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.

Data-Driven:

Quality of State’s reporting of full T-MSIS data

Initiative-based and
Data-driven

3.75%

F. 3. Consumer-facing tech

Support the development, appropriate usage and/ or deployment of
various consumer-facing health technology tools for the prevention and
management of chronic diseases.

Health technology tools supported should be aligned with CMS’s Health
Technology Ecosystem criteria for patient-facing apps.

Feasibility, long-term financial self-sustainability, and robustness of
suggested evaluation metrics.

Initiative-based

3.75%
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Funds will be redistributed if:
e Unexpended: A state does not spend its awarded funds by the end of the following fiscal year
(only actual expenditures or disbursed subawards count as spent; earmarked funds do not).
¢ Unobligated: CMS does not award the full $10 billion available for a budget period.

Redistributed funds will be allocated in the next fiscal year using the same structure as the original awards.
Any funds still unexpended or unobligated by October 1, 2032 will be returned to the U.S. Treasury.

Program Limitations

Unallowable Costs

e Construction: New construction is not allowed. Renovations tied to program goals are permitted
(max 20% of funding per period).

e Clinical services: Cannot replace payments for services reimbursable by insurance. Direct care
funding (e.g., for uncovered services) must be justified and cannot exceed 15% of funding per
period.

e EMR systems: No more than 5% may support replacement if a certified system is already in place
(as of Sept. 1, 2025).

e Rural Tech Catalyst-style initiatives: Limited to the lesser of 10% or $20M per period.

e Other restrictions:

o Clinician salaries at facilities with non-competes
o Expenditures to finance non-federal share (IGTs, CPEs, etc.)
o Certain cosmetic/experimental procedures (per 45 CFR 156.400)
o SSA §2105(c) restrictions (general limits, abortion funding, citizenship documentation)
Noncompliance
e Violations include:
o Using funds for unapproved or prohibited activities
o Failing to finalize required policy actions by end of 2027 (or enact by end of 2028)
o Not investing broadly in rural communities
o Missing reporting requirements
o Violating award terms or mismanaging funds (fraud, waste, abuse)

¢ Remedy window: 90 days to correct violations.

e Penalties: CMS may withhold or recover funds proportionally (based on technical score impact)
or case-by-case.

e Recovered funds: Returned to the U.S. Treasury (per Public Law 119-21).

Application Checklist

Applicants must submit the following materials through Grants.gov:
e Narratives: Project summary (1 page), project narrative (<60 pages), budget narrative (<20 pages).
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e Attachments: Governor’s endorsement (<4 pages), indirect cost rate agreement, business
assessment (<12 pages), program duplication assessment (<5 pages), other supporting
documentation (<35 pages).

¢ Required Forms:

o SF-424: Application for Federal Assistance — Collects organizational information, project
title, funding request, and applicant certification.

o SF-424A: Budget Information for Non-Construction Programs — Provides a detailed
budget breakdown by category and funding source.

o Project/Performance Site Location Form — Lists all performance sites where program
activities will take place.

o SF-LLL: Disclosure of Lobbying Activities — Reports any lobbying activities related to the
federal award.

Goals and Strategies

This NOFO requires states to submit a comprehensive Rural Health Transformation Plan as part of their
application. By statute, this plan must address eight specific elements that together form the backbone
of CMS’s evaluation criteria: improving access, improving outcomes, technology use, partnerships,
workforce, data-driven solutions, financial solvency strategies, and cause identification.

CMS views these elements as interconnected pillars of rural health transformation. While each area has
distinct requirements, they overlap in important ways, for example, workforce development intersects
with access, partnerships, and technology; data-driven solutions underpin outcomes and solvency
strategies. States are expected not only to propose initiatives in each area but also to define measurable
objectives, outline sustainability strategies, and connect initiatives to broader state policy commitments.

The following review summarizes each of the eight elements in turn, providing:

e Background on how CMS frames the element in the NOFO.

e Application requirements outlining what states must include in their project narrative.
e Example initiatives drawn from CMS’s illustrative guidance.

e Scoring considerations describing how CMS will evaluate states on each element.

e Conclusion highlighting the opportunities for states to strengthen their proposals.

This structured approach is intended to help states ensure their applications align with CMS’s priorities
and maximize their potential for both baseline and workload funding.

Improving Access: The NOFO emphasizes that rural residents often face long distances to care, limited
specialty services, and facility closures. Improving access is central to the program’s statutory mandate.
CMS frames access broadly: sustaining existing hospitals and clinics, establishing new access points,
leveraging telehealth and mobile services, and integrating emergency services into regional networks.

10
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Access is tied to both health equity and sustainability, with a focus on closing service gaps for maternal
health, behavioral health, and chronic disease care. Strong applications will show clear strategies to
address geographic and service gaps, backed by data. CMS is looking for initiatives that are both immediate
in impact (e.g., mobile units, telehealth) and sustainable over time (e.g., stabilized facilities, shared
regional service models).

Access in State Application
States must:
e Describe how they will improve access to hospitals, primary care, specialty care, behavioral health,
and emergency services.
e Provide baseline data on travel distances, provider availability, and facility distribution.
e |dentify target populations and geographic areas where access gaps exist.
¢ Include strategies such as maintaining emergency departments, adding specialty care capacity,
and expanding telehealth or mobile health delivery.
e Incorporate access metrics into their evaluation plan (e.g., reduced travel times, reduced wait
times, increased appointment availability).
Example Initiatives
e Establishing telehealth consult networks linking rural primary care to urban specialists.
e Creating mobile maternal health units for prenatal and postpartum care in underserved counties.
e Supporting regional emergency care networks to coordinate EMS, urgent care, and critical access
hospitals.
Scoring
Access initiatives influence:
¢ F.1 Remote care services (initiative + policy).
e C.1Rural provider strategic partnerships (initiative-based).

Improving Outcomes: Rural residents experience higher rates of chronic disease, maternal mortality, and
preventable hospitalizations. The NOFO makes outcomes improvement a statutory requirement, linking
funding to evidence-based interventions. CMS highlights prevention, chronic disease management,
behavioral health, and maternal/infant health as priority outcome areas. States must move beyond service
delivery to demonstrate measurable health outcome improvement. Applications should show how
investments will reduce disparities and create sustainable models for population health management.

Outcomes in State Application
States must:
e Identify priority outcomes they will target (e.g., diabetes control, maternal mortality).
e Provide baseline data on health status indicators and specify measurable improvement goals.
e Describe interventions (care coordination, CHW programs, provider training).
e Include outcomes metrics in the evaluation plan (e.g., reduced readmissions, improved chronic
disease control).
e Link initiatives to broader population health strategies.

11
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Example Initiatives

e Deploying community health workers to address diabetes and hypertension.

e launching integrated behavioral health-primary care models.

e Establishing maternal health collaboratives to expand OB/GYN and MFM access in rural areas.
Scoring
Key factors:

e B.1 Population health clinical infrastructure (initiative-based).

e E.2 Dual-eligible initiatives (initiative + data-driven).

Technology Use: CMS identifies technology as a driver of efficiency, access, and sustainability. The NOFO
references telehealth, Al, robotics, remote monitoring, data sharing, and cybersecurity. Technology use is
expected to reduce barriers to care and enhance quality. Technology is a cross-cutting enabler of other
priorities. States should propose practical, scalable, and sustainable technology initiatives that address
workforce shortages, access gaps, and care coordination.

Technology in State Application
States must:
e Explain how they will deploy and evaluate new and emerging technologies.
e Ensure long-term sustainability of tech adoption.
e Show alignment with prevention and chronic disease management goals.
e Include a sustainability plan (e.g., reimbursement integration, partnerships with HIEs).
Example Initiatives
e Remote monitoring programs for patients with chronic illness.
e Al-supported diagnostics for rural clinics.
e Cybersecurity upgrades for rural hospitals to protect patient data.
e Consumer-facing apps for chronic disease self-management.
Scoring
Relevant scoring:
e F.2 Data infrastructure (initiative + data-driven).
e F.3 Consumer-facing tech (initiative-based).
e F.1 Remote care services (if tied to telehealth).

Partnerships: The NOFO stresses the importance of strategic partnerships between rural facilities, regional
systems, FQHCs, behavioral health providers, and community organizations. Partnerships are intended to
stabilize rural providers, improve quality, and leverage economies of scale. Applications that include
formalized, accountable, and sustainable partnerships—with governance and measurable deliverables—
will be more competitive.

Partnerships in State Application
States must:
e Describe how they will foster partnerships and governance structures.

12
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e Demonstrate engagement of hospitals, clinics, FQHCs, CBOs, tribal providers, and public health
agencies.

e Show how partnerships will improve outcomes, financial sustainability, and service delivery.

e Document stakeholder engagement through letters of support and advisory structures.
Example Initiatives

e Forming regional consortia for purchasing, workforce training, or telehealth networks.

o Affiliation agreements between rural hospitals and academic health centers.

e Establishing cross-sector councils including housing, behavioral health, and transportation.
Scoring
Scoring factor:

e C.1Rural provider strategic partnerships (initiative-based).

Workforce: CMS identifies workforce development as a key priority within the RHT Program, noting that
rural communities often face severe provider shortages. The NOFO highlights three goals: recruiting and
retaining clinicians, enabling providers to practice at the top of their license, and broadening the types of
providers available to rural communities. Workforce is embedded throughout the NOFO and explicitly
highlighted in technical scoring. By addressing recruitment, retention, scope of practice, and workforce
extension, states can position their applications to directly strengthen rural access and care delivery.
Data in State Application
States must:

e Describe how they will recruit and train more clinicians for rural areas.

e Present a sustainability plan for workforce programs beyond the funding period.

e Provide metrics such as provider-to-patient ratios, vacancy rates, or the number of new providers

recruited via telehealth and training programs.

Example Initiatives
e Rural health networks to expand clinical and non-clinical workforce capacity.
e Regional workforce excellence initiatives using technology and Al to extend specialist reach and
create shared training resources.
e Talent recruitment programs building long-term pipelines for allied health and non-physician
providers (e.g., pharmacists, CHWs, midwives, navigators).

Scoring
Scoring factor:

e C.1 Rural provider strategic partnerships
e C2EMS
e D.1Talent recruitment

e F.1 Remote care services

13
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Data Driven Solutions: Data capacity is a statutory requirement. CMS expects states to use data to monitor
quality, measure outcomes, and guide decision-making. Emphasis is placed on interoperability, rural
participation in HIEs, and building analytic capacity. States should frame data-driven solutions as both
measurement tools and improvement levers, ensuring real-time data informs care delivery and program
accountability.

Data in State Application

States must:

Provide baseline and county-level data to identify disparities.
e Qutline how data will be collected, analyzed, and shared.
e Include at least four quantifiable metrics per initiative, one at the county/community level.
e Describe how providers will be required to submit data and how states will use it.
Example Initiatives
e Creating a rural health data dashboard accessible to providers and policymakers.
e Expanding rural participation in statewide HIEs.
e Linking EMS and hospital datasets for emergency response planning.
Scoring
Scoring factor:
e F.2 Data infrastructure (initiative + data-driven).

Financial Solvency Strategies: CMS requires states to develop strategies for financially stabilizing rural
hospitals and providers. Many rural facilities are at risk due to low patient volumes, payer mix, or outdated
service lines. The NOFO emphasizes right-sizing, payment reform, and revenue diversification. Applications
should demonstrate how solvency strategies will extend beyond federal funding, positioning providers for
long-term sustainability and preventing closures.

Financial Solvency in State Application

States must:

e |dentify rural hospitals and facilities at risk of insolvency.
e Describe reforms or initiatives to stabilize financial viability.
® Propose new payment models, revenue diversification, or Medicaid reforms.

® Include measurable financial outcomes (e.g., reduced closures, improved operating margins).
Example Initiatives

e Transitioning hospitals to global budget or value-based models.

e Diversifying services (e.g., outpatient or specialty lines).

e Medicaid rate adjustments or targeted supplemental payments.
Scoring
Scoring factor:

e E.1 Medicaid provider payment incentives (initiative-based).

e Also linked to uncompensated care (A.3) and DSH payments (A.7).

14
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Cause Identification: CMS requires states to analyze why rural facilities face instability—low volume, poor
payer mix, patient bypass, workforce shortages, or other systemic factors. This diagnostic step ensures
that initiatives address root causes. Cause identification requires states to show a clear understanding of
the structural drivers of rural health challenges. Strong applications will present data-backed analysis and
targeted, cause-specific solutions.

Cause Identification in State Application
States must:

e |dentify key causes of facility closures or service reductions.
e Connect each cause to initiatives that directly address it.
e Provide supporting data (e.g., bypass rates, payer mix, closure history).

e Include cause-specific evaluation metrics.
Example Initiatives

e Targeted support for facilities with high uncompensated care.
e Community engagement to understand patient bypass behaviors.

e Task forces addressing payer mix issues or low-volume service lines.
Scoring

e Cause identification is linked to A.3 uncompensated care, A.4 % rural population, and other rural
population/facility scoring factors.

Scoring and Compliance

CMS will evaluate each application on a 0—100 point scale. Scores will determine the allocation of workload
funding, which accounts for half of the program’s total $50 billion.

The total funding a state will receive each budget period is equal to:

Total Available Workload Funding in a Budget Period * Total Points Score for a Budget Period

Sum of All Approved States’ Total Points Score for a Budget Period

Rural facility and population factors are data-driven measures such as rural population size, proportion of
facilities, uncompensated care levels, land area, and DSH participation. These factors are calculated once,
using 2025 baseline data, and remain fixed throughout the program.

Technical factors are initiative-based, data-driven, or tied to state policy commitments. These factors are
recalculated each year based on application quality, annual reporting, and the extent to which states have
implemented required commitments. Policy commitments must generally be enacted by December 31,
2027, except nutrition CME and health/lifestyle commitments, which must be enacted by December 31,
2028. If states do not meet these deadlines, CMS may withhold or recover funds proportionally.

15
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Because technical factors are reevaluated annually, workload allocations may shift over time. States and

their partners should anticipate that funding levels can change depending on year-to-year performance
and compliance.

The scoring methodology for each technical score factor is:

100 Points * State’s 0-100 Point Score based on factor-specific criteria
Sum of all States’ 0-100 Point Scores for the factor

Technical score factors are re-calculated each year based on the same methodology in the NOFO Appendix.
States may choose which technical factors they report. These factors must align with the state’s proposed
initiative. CMS will confirm whether and which technical score factors align with the proposed initiatives.
Alignment will be based on the initiative’s clarity, completeness of information, quality, direct impact on
rural residents, and transformation potential based on the state’s current baseline.

Additional Considerations for Applicants and Partners

Beyond the eight statutory elements and the overall scoring framework, the NOFO includes several
important provisions that will shape how states design their applications and how partners such as
hospitals, health systems, and provider associations should prepare for implementation. These details
address how funding will be distributed and overseen, the limits on eligible costs, the expectations for
reporting and sustainability, and the potential risks states face if commitments are not met.

e Funding distribution and timing. Half of the program’s $50 billion will be distributed equally
across participating states as baseline funding, while the remaining half will be allocated
competitively based on the 0—100 point scoring system. Funds are made available in five annual
budget periods (FY26—FY30) and must generally be expended by the end of the following fiscal
year. CMS will redistribute any unobligated or unspent funds to states in subsequent years, but all
funds must be used before October 1, 2032.

e Application and reporting requirements. Each application must include a Governor’s
endorsement letter certifying collaboration across state health leadership. For each initiative,
states must provide a detailed description, identify stakeholders, estimate funding, outline
measurable outcomes (at least four, with one at the county level), and provide relevant baseline
data. Applications must also include a sustainability plan describing how initiatives will continue
after federal funding ends. Once funded, states must submit annual reports to CMS, which will be
used to recalculate technical scores and adjust future workload funding allocations.

e Funding limitations. Several restrictions apply that are especially relevant to hospitals and
provider partners. Federal funds cannot be used for new construction, though minor renovations
and alterations are permitted. Provider payments are capped at 15 percent of a state’s award and
cannot duplicate services that are already billable. Infrastructure and capital expenses are limited
to 20 percent of total awards. Replacement of certified electronic medical records (EMRs) is

16
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capped at 5 percent of funds if an existing system is in place. CMS has also limited “technology
catalyst” style initiatives to no more than $20 million or 10 percent of a state’s award per year.
Administrative costs, including indirect costs, are capped at 10 percent, and federal salary
limitations apply (currently $225,700 as of January 2025).

Policy commitments and risks. States may earn additional points through policy reforms such as
repealing certificate of need laws, expanding scope of practice, joining licensure compacts,
updating Medicaid provider payment incentives, or regulating short-term limited-duration
insurance. Most commitments must be enacted by December 31, 2027, with nutrition CME and
health/lifestyle commitments due by December 31, 2028. These commitments are high-value in
scoring but carry risk: if not implemented by the deadlines, CMS can withhold or recover funds
awarded on the basis of those points.

CMS oversight and involvement. The cooperative agreement structure gives CMS a substantial
role in program oversight. States should expect monthly check-ins, review and approval of key
personnel, required performance reports, and evaluation of amendments to initiatives. CMS also
reserves the right to adjust state activities in response to systemic changes or catastrophic events.
Implications for hospitals and local partners. Hospitals, health systems, and other providers are
expected to play a central role in both the design and implementation of initiatives. States may
issue subawards to local partners but remain responsible for oversight. Hospitals can benefit
directly from investments in workforce, solvency strategies, IT upgrades, and infrastructure, but
must understand the restrictions on direct provider payments, the caps on renovations and
technology replacement, and the expectation that they will contribute data for evaluation metrics
(such as uncompensated care, workforce vacancy rates, and readmission rates).

Risks to monitor. Key risks for states and partners include the possibility of funding clawbacks if
policy commitments are not enacted, the need for sustainability planning beyond FY31 to ensure
projects are not abandoned when federal funds end, and the competitive nature of workload
funding. Because workload allocations depend on state scores, hospitals in states with weaker
applications may see fewer resources reach their communities compared to hospitals in states
with stronger applications and policy commitments.
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