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Context

= As part of the One Big Beautiful Bill Act, $50B has been appropriated for a
five-year “Rural Health Transformation Program”

» The program is intended to improve healthcare outcomes of rural
populations in the US

= This program requires States to develop and submit a detailed plan for

how they will use the funds to improve rural health, with a focus on
Rural Health structural transformation

Transformation
Program Overview

(RHTP) $50B 11/5/2025

Allocated for FY2026 to FY2030, Application submission deadline
with $10B released each year

Key numbers

Up to 10% 12/31/2025

Of funding received can be used Award date
on administrative services

Source: P.L.119-21 McKinsey & Company 2



MCKINSEY ANALYSIS

Highlights from the Rural Health Transformation Program NOFO

Timeline is extremely tight — With a deadline of 11/5, this is an ambitious ~6-week sprint to craft a comprehensive
five-year rural health strategy that is transformative

25% of the $50B program will be determined by the quality of the application (i.e., technical scores) — The
difference between a strong vs. weak application could be hundreds of millions of dollars

Innovation is critical to maximizing score — achieving the highest scores require "structural transformation” that is

"sustainable", "ambitious", "supported by credible literature", "measurable”, and potential for immediate impact

Policy commitments could supplement the application — States can earn conditional points upfront with existing or
new policy changes (e.g., licensure compacts, SNAP waivers, nutrition CME). Most commitments must be enacted by
end of 2027 to prevent funding claw back

Stakeholder engagement should be balanced with speed and focus — States are asked to secure buy-in for their
proposed initiatives (e.g., letters of support) — States will need a plan to manage input and competing demands

A concrete, plausible, and sustainable execution plan is key for continued funding — CMS will re-evaluate and re-
score States every year against proposed progress, raising the criticality of getting the roadmap right from the start

Source: McKinsey analysis based on CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001) McKinsey & Company 3



The $50B of RHTP funding will be distributed through three components

Distribution of funds

A. Workload Funding: Rural
facility and population
$12.5B will be distributed

among States based on a pre-

determined set of B
demographic data $5O over

five years

Baseline funding

B. Workload Funding:
Technical

$12.5B will be distributed
among States based on the
contents and quality of their
application

$25B will be equally distributed among approved states

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

McKinsey & Company
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A. Workload funding deep-dive: Rural facility and population (25% of total)

The Rural Facility and Population score will be determined solely through quantitative demographic and financial data

Weight in
Factor Description Data source total funding
A.1 Absolute rural * Number of residents living in rural areas (per HRSA definition) 2020 Census (HRSA rural definition) 5%
population » Larger states with bigger rural populations score higher
A.2 Proportion of » State’s blended % of total US rural facility count (Critical Access, CMS Provider of Services file, HRSA 5%
rural health facilities Sole Community, Rural Emergency Hospitals, FQHCs, CMHCs, lists, SAMHSA
in the State CCBHCs, opioid treatment centers)
A.3 Uncompensated * % of hospital operating expenses that are uncompensated (charity Medicare cost reports, MACPAC 5%
care care plus bad debt) analysis
A.4 % of population » Proportion of the state’s total population living in rural-designated Census Bureau, HRSA 3%
in rural areas areas
A.5 Frontier * % of population in Frontier and Remote (FAR) level 2 zip codes USDA FAR data (2010 census base) 3%
population % (extremely isolated)
A.6 State land area » Total land area in square miles (large states face higher Census TIGER database 2.5%
infrastructure/transport burdens)
A.7 % hospitals » Share of hospitals that rely on Medicaid Disproportionate Share Medicaid DSH audits, state reports 1.5%
receiving Medicaid Hospital funding, a proxy for financial vulnerability
DSH payments
TOTAL WEIGHT 25%
McKinsey & Company 5
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B. Workload funding deep-dive: Technical (25% of total)

The technical scoring is divided into two types of actions: initiatives proposed by the State in the application and State Policy
Actions that are either already in place or will be made as part of the rural health strategy

Factor Type Weight in total
Factor Initiative  State Policy Action funding
B.1 Population health clinical infrastructure Q 1.875%
B.2 Health & lifestyle (nutrition, exercise) (/] (/] 1.875%
B.3 SNAP waivers (/] 1.875%
B.4 Nutrition CME for physicians Q 0.875%
C.1 Rural provider strategic partnerships Q 1.875%
. . o
C.2 EMS- (.Emergency Medical Services) Q Q 1:;50/0 See appendix for
C.3 Certificate of Need laws .875% illustrative rural
D.1 Talent recruitment (/] 1.875% health initiatives
D.2 Licensure compacts O 0.875% relevant to technical
D.3 Scope of practice (NPs, PAs, pharmacists, hygienists) (/] 0.875% criteria from NOFO
E.1 Medicaid provider payment incentives Q 1.875%
E.2 Dual eligibles (Medicare & Medicaid)* Q 1.875%
E.3 Short-term limited duration insurance Q 0.875%
F.1 Remote care services Q Q 1.875%
F.2 Data infrastructure* Q 1.875%
F.3 Consumer-facing tech Q 1.875%
25%

TOTAL WEIGHT

* Initiative-based with Data-driven components
Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

McKinsey & Company 6



B. Workload funding deep-dive: Technical | Initiatives

CMS’ initiative-based scoring emphasizes “structural transformation” that will be impactful, evidence-backed, and sustainable

Category 0-4pts 5-9 pts 10-14 pts 15-20 pts
Strategy Small, incremental Modest measurable Major transformative Structural
changes changes potential transformation of

Workplan & Timeline/milestones

Monitoring unclear; weak
governance

Outcomes Vague, not
measurable

Projected Impact Limited effect on rural

residents

Sustainability Not supported or

plausible

Some detail;
engagement
described vaguely

Reasonable, specific,
measurable

Fair, but unclear
substantiation

Somewhat plausible

Clear, feasible
workplan; stakeholder
roles identified

Well-supported,
directly linked to
outcomes

Significant, clear
impact

Plausible with
moderate support

rural health delivery

Detailed, creative,
maximizes impact;
robust governance

Ambitious,
evidence-backed,
directly transformative

Statewide,
transformative
structural change

Detailed plan or self-
sustaining

In the first budget period, state can receive up to half of your full score potential (since initiative are proposed not yet implemented).
In the following budget periods, state can receive greater percentages of their full score potential based on how well initiatives are implemented (i.e., will receive
more funding as they make progress in their initiative goals).

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001) McKinsey & Company



B. Workload funding deep-dive: Technical | State Policy Actions

CMS’ State Policy Actions scoring articulates desired policy alignment to the Rural Health Transformation Program’s goals

State Policy Action
Factors

0 pts

25 pts

50 pts

75 pts

100 pts

B.2 Health and lifestyle

Does not require schools to
reestablish the Presidential
Fitness Test

Requires schools to
reestablish the Presidential
Fitness Test

B.3 SNAP Waivers

No waiver activity

Bill introduced in legislature

Bill passed authorizing
waiver submission

Waiver submitted to USDA
and under review

USDA-approved waiver in
effect

B.4 Nutrition CME for
physicians

No requirement

Active bill / pending
regulation

Law/regulation finalized but
not implemented

Requirement in place and
enforced

C.3 Certificate of Need
(CON) Laws

100 score from Cicero report
for States with universal
CONs

80-99 score from Cicero
report for States with
stringent CONs

45-79 score from the Cicero
report for States with
moderate CONs

1-44 score from Cicero
report for States with limited
CONs

0 score from Cicero report
for States with no CONs

D.2 Licensure Compacts
(NP, PA, RN, Psych, EMS)!

Not a member of compact

Compact passed but not yet
implemented / limited license
issuance

Full membership and
implementation (e.g., issuing
licenses, serving as SPL)

D.3 Scope of Practice’

Restrictive SOP (e.g.,
supervision required for
NPs/PAs)

Limited expansions

Broad expansions
(independent practice in
some areas)

Full or unrestricted scope of
practice

E.3 Short-Term, Limited-
Duration Insurance
(STLDI)

Fully restricted/banned

Fully allowed under federal
max terms

F.1 Remote Care Services

No Medicaid coverage for
telehealth

Coverage for limited
modalities

Coverage expanded, but no
parity

1. 0-100 Points based on average of Physician Score, Nurse Score, EMS Score, Psychology Score, etc., more details in NOFO on each

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

Coverage with
reimbursement parity in
some services

Full coverage &
reimbursement parity

McKinsey & Company 8



A State’s Technical score (and funding) depends on the
State’s application quality relative to peers

McKinsey analysis of lllustrative funding scenarios over 5 years based on State

application quality versus peer average

$M, based on scenarios of given state vs. all other peers score

Average
of all
other
peers’
technical
score

Given state’s technical score

PRELIMINARY ILLUSTRATIVE

MCKINSEY ANALYSIS

Considerations

Low (avg 20/ 100)

Medium (avg 50 / 100)

High (avg 80/ 100)

NOTE: Assuming all 50 states apply and approved with some portion of funding

Low $250 $625

(avg 20/ 100)

Medium $100 $250 $400
(avg 50/ 100)

High $63 $156 $250
(avg 80/ 100)

Source: McKinsey analysis based on CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

= |f all 50 States submit

applications of equal quality, then
every State will receive an equal
amount of the $12.5B technical
portion - $250M each

However, if a State submits an
application that is of relatively
higher quality (based on scores)
than peers, then it could receive
an outsized portion of funds

lllustratively, if we assume the
average score across all States
is 50 / 100, then a given State
could see its Technical funding
range from $100M-$400M
depending on the quality of their
own application

McKinsey & Company 9



MCKINSEY ANALYSIS

Illustrative workplan: sprint to application submission by 11/5/2025

Pre-work: Mobile and Determine “North Design rural health Draft a compelling
launch governance Star” for rural health portfolio RHTP application
Immediately 1-2 weeks 2-3 weeks 1-2 weeks

* Leadership: Align on State e Current-state view of * Initiative development: * Draft application:
leaders who will drive rural health: Baseline Determine potential Structure a compelling
decision-making and how to outcomes, benchmark initiatives, drawing from narrative to be presented
engage them against peers, and review ongoing work, ecosystem to the CMS Administrator

* PMO: Develop ongoing efforts 'deas, and best practices * Returns justification:
comprehensive project plan e Future impact: Determine * Initiative review: Determine health and
and key milestones OBBBA impact on the Determine a short-list financial “ROI” for the

State’s rural healthcare based on factors such as proposed initiatives and
e Stakeholder engagement : o .
. : ecosystem impact, feasibility, and budget narrative

plan: Determine which sustainability
ecosystem players will be * “North Star”: Facilitate e Submission draft:
involved in the process, the workshops for leadership * Portfolio development: Develop comprehensive
role they will play, and how to align on a “North Star” Facilitate structured materials for State to
their insights will be for rural health, focused on decision-making sessions review and refine ahead of
integrated greatest areas of need to align on a final set of submission

initiatives for the RHTP

Engage stakeholders as applicable

Source: McKinsey analysis based on CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001) McKinsey & Company 10



MCKINSEY ANALYSIS

Considerations for a successful rural health plan

Reinvention through innovation — Do not try to rebuild the same house with
fewer bricks — use this moment to reimagine rural healthcare, particularly through
tech and digital

Health outcomes focus — The health and wellbeing of rural residents is the
ultimate goal — quickly understand and center on the categories of interventions
that will drive outsized benefits to them

Hypothesis-driven approach — With the urgent time frame, it is essential to lead
with a robust fact base of the State’s needs and a library of potential innovations;
there is no time for a ground-up process

Prioritized, sequenced, and ROI-driven portfolio — Focus on a data-driven set
of initiatives that have clear ROI throughout the next five-years — you can’t do
everything and every resource counts

Enduring infrastructure — Consider the balance of long-term enablers that
“raise the floor” of rural health (e.g., data, workforce pipelines, payment models)
vs. programs that depend on ongoing funds

Ecosystem orchestration — Leverage the State’s vantage point at the center of
the health ecosystem to accelerate the highest-value initiatives from across
stakeholders or even catalyze new partnerships

Source: McKinsey & Company. CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

Note from the authors

We value the opportunity to share
this perspective on rural health and
would welcome a conversation to
discuss best practices on application
response, rural health innovation
across states, modeling on funding
allocation, and other tailored insights.

We look forward to meeting you at
the Rural Health Transformation
Planning Summit!

Thomas Pellathy, Senior Partner
thomas_pellathy@mckinsey.com

Bill Yau, Partner
bill_yau@mckinsey.com

Katherine Linzer, Partner
katherine_linzer@mckinsey.com

Jennifer Rost, Partner
jennifer_rost@mckinsey.com

Sarah Tucker-Ray, Partner
sarah_tucker-ray@mckinsey.com

Brian Latko, Partner
brian_latko@mckinsey.com

Suzanne Rivera, Partner
suzanne_rivera@mckinsey.com
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Disclaimer

McKinsey is a non-partisan firm with a long-standing policy of neither commenting on nor
advocating for specific legislation or government policies. This document is not intended to provide
policy, legal or regulatory advice. This document intends to provide objective, fact-based analyses
for informational purposes in response to questions raised about what potential impact the "One
Big Beautiful Bill Act” (H.R. 1, 119th Congress), passed on May 22, 2025, by the House of
Representatives, on July 1, 2025, by the Senate, and signed into law by President Donald Trump
on July 4, 2025.

The information shared herein is also subject to change over time, in the context of a rapidly-
evolving and uncertain environment and may not represent the latest information after publication.

McKinsey & Company 12



Appendix:
Highlighted rural health innovations from peer states

Additional information from the Rural Health Transformation
Program NOFO

McKinsey & Company 13



Relevant technical

score factors

MCKINSEY ANALYSIS

Rural health initiative categories based on NOFO technical criteria

1. Population Health

Innovative care delivery
approaches that expand
access, improve health
outcomes, and improve
patient experience
through face-to-face,
virtual, or hybrid models

2. Partnerships

Collaborations between
rural health organizations
that lead to improved
outcomes for the
community and build
long-term organizational
resilience

3. Workforce

Initiatives to reinforce the
full spectrum of rural

healthcare workforce,
helping communities
grow and sustain access
and quality of care

4. Payment models

Alternative payment
models that can stabilize
rural providers,
encourage preventative
care, and align incentives
within the ecosystem

5. Tech and Data

Tech-based solutions that
enhance rural health
efforts and improve
efficiency by connecting
patients and providers,
improving care
coordination, and
unlocking insights

B.1 Population health
clinical infrastructure

B.2 Health & lifestyle
(nutrition, exercise)

C.2 EMS (Emergency
Medical Services)

E.2 Dual eligibles
(Medicare & Medicaid)

C.1 Rural provider
strategic partnerships

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

D.1 Talent recruitment

E.1 Medicaid provider
payment incentives

F.1 Remote care services
F.2 Data infrastructure
F.3 Consumer-facing tech

McKinsey & Company 14



Example rural healthcare initiatives (1/2)

1. Population Health'

Telehealth-enabled interventions

Digital-first solutions that enable rural
patients to access a variety of care in a
variety of interaction types. Care can
range from standard provider visits to low
intensity chronic disease monitoring to
cognitive based therapy to acute hospital-
at-home models. Interactions can range
from fully virtual visits to place-based
telehealth access points to telehealth-
facilitated at-home visits

School health programs

Delivery of care (e.g., preventative,
behavioral) and education with schools to
ensure children receive the proper
screenings / treatments and proper
education to minimize future complications

Community-led health intervention

Enablement of the community (e.g., tribal,
faith-based) to deliver preventative care,
connection to health-related social need
support, and wellness education in ways
that resonate with its members

Source: McKinsey research based on CMS NOFO criteria
1. Alaska Community Health Aide Program; OnMed CareStation (telehealth pods); ChristianaCare.org; GoodSide Health
2. HHS Call to Action: Addressing Health-Related Social Needs in Communities Across the Nation 2023, UTA Mobile Simulation Lab; Paralign Health

Mobile emergency units

“‘ERs on wheels” that serve as fully
equipped vehicles staffed with clinicians
that can provide on-site stabilization,
select trauma care, diagnostics, and
telemedicine

PACE

Scaling of PACE organizations to provide
coordinated primary care, specialty care,
long-term services, transportation, and
social supports through interdisciplinary
teams, usually centered around a day
center and home-based care

Next-gen integrated care for duals

Variety of models integrating all Medicare
and Medicaid services to reduce
duplication and improve care coordination
and outcomes for duals populations (e.g.,
managed care, provider-led models)

MCKINSEY ANALYSIS

Non-exhaustive

2. Partnerships?

Micro / lean hospitals

Digitally-enabled hospitals that have
comprehensive diagnostic equipment, but
are leanly staffed and coordinate with
traditional hospitals in metro areas to
deliver consults and specialty services

Shared provider infrastructure

Create cross-hospital / provider
organization partnerships that enable
synthetic scale benefits to improve
financial sustainability (e.g., joint
purchasing, operations, investments)

Comprehensive care collaborations

“Joint ventures” between hospitals,
clinics, FQHCs, and public health to
provide preventative care and health-
related social need services from a
single access point

Integrated emergency response
Cross training and incentivization of
emergency responders (e.g., fire, police)
to provide basic physical and behavioral
health interventions

McKinsey & Company 15



Example rural healthcare initiatives (2/2)

3. Workforce'

Peer support

Training of rural community members to
be able to deliver short-term
interventions in lieu of healthcare
specialists (particularly in support of
mental health)

Family caregiver training

States funded training, care planning, and
payroll support for family caregivers of
Medicaid beneficiaries to expand caregiver
supply — and enable it as a career option

Healthcare career laddering

Programs and incentives that enable
existing healthcare workers to attain
more advanced roles (e.g., tech to RN)
and address shortages

K-12 Pipeline

Programs to expose rural students (who are
more likely to stand in their communities)
early to health careers through mentorship,
scholarships, internships, certifications, and
other incentives

Source: McKinsey research based on CMS NOFO criteria

4. Payment models?

Alternate payment models

Innovative models like hospital global
budgets, bundled payments, shared
savings, and capitation, that align
financial incentives with patient
outcomes, reduce unnecessary
services, and improve coordination

Health-related social needs payment

Models that enable hospitals to receive
payment for proactively addressing
issues that contribute to poor health
outcomes such as lack of nutritious
food and means of transportation

Value-based community health
= workers

Community health worker model where
payments are made based on patients’
completion of specific evidence-based
pathways

O
AR

1. Bitterroot Health Healthcare Pathways; New Mexico HEROs 2.0; ruralhealthcenter.uta.edu/residency-program/; Idaho Community Paramedicine Expansion; Minnesota Community EMT Program

2. www.pchi-hub.org; PA Rural Health Model; Oregon Primary Care Payment Reform Collaborative; Roberts ET, Johnston KJ, Figueroa JF. Integrating Medicare and Medicaid Coverage for Dual Eligibles-
Recommendations for Reform. JAMA. 2023. Williams CT, Chandrasekaran S. Program All Inclusive Care of the Elderly (PACE) [Updated 2023 Oct 28]

3. www.tytocare.com/home-smart-clinic/; St. Luke’s Health System with Ambient Al; crispsharedservices.org; Drone medication delivery (Zipline + VA partners)

MCKINSEY ANALYSIS

Non-exhaustive

5. Tech & Data®

HIE 2.0

Cloud-native, FHIR-based platform that
not only exchanges clinical data but also
supports real-time determinations—like
eligibility, prior authorization, and care
routing—so providers can make faster,
evidence-based decisions

Al solutions for caregivers

Agentic medical assistants can provide
rural caregivers (particularly for older
adults) with support in triage and
diagnosis if a specialist is not at hand

Remote patient monitoring

Low-cost monitoring of patient via
sensors and connected devices to
evaluate health conditions and inform
interventions as necessary (including
linking to providers)

Drone-based distribution

Rapid delivery and retrievable of medical
necessities (e.g., prescriptions, vaccines,
blood, tests) to hard-to-reach locations
via drone

McKinsey & Company 16



Appendix:
Highlighted rural health innovations from peer states

Additional information from the Rural Health Transformation
Program NOFO

McKinsey & Company 17



Illustrative application checklist

Narratives O Project Summary (1 page)
O Project Narrative (60 pages, must detail needs, goals, strategies, initiatives, evaluation)
O Budget Narrative (20 pages)

Attachments (] Governor’s endorsement (4 pages)
O Indirect cost rate agreement (if applicable)
O Business assessment (12 pages)
O Program duplication assessment (5 pages)
O Other supporting docs (35 pages max)

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001) McKinsey & Company 18



Uses of funds: Goals and approved categories

Goals
Initiatives should tie to goals and strategies

Approved categories
Must invest in =23

Make rural America healthy again: Support rural health innovations and new access points

to promote preventative health and address root causes of diseases. Projects will use
evidence-based, outcomes-driven interventions to improve disease prevention, chronic
disease management, behavioral health, and prenatal care.

Sustainable access: Help rural providers become long-term access points for care by
improving efficiency and sustainability.

Workforce development: Attract and retain a high-skilled health care workforce by
strengthening recruitment and retention of healthcare providers in rural communities. Help
rural providers practice at the top of their license and develop a broader set of providers to
serve a rural community’s needs, such as community health workers, pharmacists, and
individuals trained to help patients navigate the healthcare system.

Innovative care: Spark the growth of innovative care models to improve health outcomes,
coordinate care, and promote flexible care arrangements. Develop and implement payment
mechanisms incentivizing providers or Accountable Care Organizations (ACOs) to reduce
health care costs, improve quality of care, and shift care to lower cost settings.

Tech innovation: Foster use of innovative technologies that promote efficient care delivery,
data security, and access to digital health tools by rural facilities, providers, and patients.
Projects support access to remote care, improve data sharing, strengthen cybersecurity, and
invest in emerging technologies

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

U

U000

U000 0O0

Prevention & chronic disease management
Provider payments (with restrictions)
Consumer tech solutions

Training & technical assistance

Workforce recruitment & retention (=5 years service
commitments)

IT advances & cybersecurity

Right-sizing care availability

Behavioral health & substance use disorder services
Innovative care/value-based models

Capital expenditures/renovations (<20%)

Partnership-building

McKinsey & Company
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Uses of funds: Limitations and key considerations

General Funds cannot be deployed to:
funding * Pre-award costs, lobbying, meals (except in limited cases).
restrictions « Construction or major building projects; new builds are unallowable.

« Supplanting existing funding streams (e.g., salaries already covered by state budgets).
» Cosmetic upgrades, independent research costs, telecommunications equipment flagged under

federal law
Program- « Capital expenditures (Category J): <20% of total award per budget period
specific caps * Provider payments (Category B): <15% of total award per budget period

» Electronic Medical Record replacement: <5% if already HITECH certified
« Rural Tech Catalyst Fund initiative: <10% of award (or $20M, whichever is less)
* Administrative costs: <10% (including both direct and indirect)

Noncompliance Misuse of funds, failure to meet commitments, or insufficient benefit to rural populations can trigger:
penalties « Withholding, reduction, or recovery of award funds
* Proportional penalties if technical score factors are not met

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001) McKinsey & Company 20



Project Narrative: States are asked to provide needs, planned outcomes,

initiative impact, stakeholder engagement, roadmap, and metrics (1/2)
60 pages with supporting attachments (e.g., workplan, org chart, rural health data tables)

Section

1. Rural health Describe with county- or regional-level data on:

needs and target » Demographics (e.g., population density, income, employment sectors, unemployment rates, education attainment)
population * Health outcomes (e.g., rates of chronic conditions, maternal health)

» Healthcare access (e.g., avg distance to care, availability of providers, transportation)

» Rural facility financial health (e.g., # of hospital closures, utilization)

|dentify the target populations and geographic areas in your State that will benefit from the program (e.g., rural resident in
20 high-need counties, all rural hospitals and clinics in rural area statewide)

2. Transformation plan:  Present vision, goals, and strategies and address each element required:
goals and strategies * Improve access
* Improve outcomes
* Technology use
* Partnerships
»  Workforce
« Data-driven solutions
* Financial solvency strategies
» Cause identification
Include program key performance objectives, strategic goal alignment, legislative or regulatory action

3. Proposed initiatives For each initiative, describe:

and use of funds » Description, strategic goal alignment, technical score factors
(Evaluated by Technical + Key stakeholders
scoring factors) * Measurable outcomes to assess impact: at least 4 outcomes including one county/community-level baseline and target

* Impacted counties
» Estimated required funding

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001) McKinsey & Company 21



Project Narrative: States are asked to provide needs, planned outcomes,

initiative impact, stakeholder engagement, roadmap, and metrics (2/2)
60 pages with supporting attachments (e.g., workplan, org chart, rural health data tables)

Section
4. Implementation Provide timeline from FY26-31 for each initiative including dates and milestones for each phase:
plan and timeline + Stage 0: Project planning
» Stage 1: Project plan created, staff assigned, initial work begun
+ Stage 2: Implementation underway, original plan refined/adjusted
+ Stage 3: Implementation plan and goal halfway complete
» Stage 4: Deliverables being finalized, goals nearly achieved
+ Stage 5: Initiative fully implemented, measurable outcomes can be reported on
5. Stakeholder Provide an engagement framework with list of stakeholders consulted or will consult (e.g., Rural hospital CEOs, PCP
engagement providers, community leaders, tribal leaders)
Describe how to deploy fund and track milestones through new or existing council/structure with: State health
agency, office of rural health, Medicaid agency, tribal affairs office, etc.
Include evidence of support from stakeholders, such as resolutions or letters of support in attachment
6. Metrics and Outline performance measures to track and evaluate success e.g., access, quality and health, financial,
evaluation plan workforce, technology use
7. Sustainability plan Describe how to sustain successful initiatives after FY31 and strategy to ensure lasting change by integrating

lessons from this program

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001) McKinsey & Company
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Budget Narrative: States are asked to address program-specific guidance in

addition to standard CMS budget guidance

20 pages

RHTP Program-specific guidance

* Use a standard illustrative holder: All applicants should budget
against an illustrative $200M per year award; actual funding will be
adjusted after review and negotiation

« Annual breakdown: Show estimated spending by cost category and
by year (FY26—FY31). Include a column linking each line item to its
corresponding initiative

« Narrative rationale: Provide a narrative rationale for any planned
allocations to subawards, subgrants, subcontracts, explaining
methodology and selection criteria

« Admin cost cap: No more than 10% of total can be used for
administrative expenses (including indirect)

« Spending window: Funds awarded in one budget year can be spent
until the end of the following fiscal year

» Tie to project narrative: Connect each budget item to activities
described in the project plan

« Complementary funding: Note other sources (state, private, federal)
that will supplement RHTP dollars

Source: CMS Rural Health Transformation Program Notice of Funding Opportunity (Funding Opportunity: CMS-RHT-26-001)

Standard CMS budget narrative guidance

Follow standard template on CMS website:

Identify a principal investigator or program director to
manage and provide oversight of the grant program

Include a yearly breakdown of costs for each line item
in SF-424A

Describe the proposed costs for each activity or cost
within the line item

Define the proportion of the requested funding
designated for each activity

Justify the costs, including how you calculated them

Explain how you separate costs and funding
administered directly by you as the lead agency, from
funding you subcontract to other partners

Be clear about how costs link to each activity and the
goals of this program

McKinsey & Company
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