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E X E C U T I V E  S U M M A R Y

Rural health care in the United States is at an inflection point. The Rural Health 
Transformation Program (RHTP), enacted as part of H.R. 1, is a $50 billion, five-year 
investment designed to help states improve access, quality, and outcomes by transforming 
rural health care delivery. This investment takes place alongside an estimated $137 billion 
in federal Medicaid cuts to rural communities over the next decade—a gap that RHTP 
funding alone cannot alleviate. 

Against this backdrop, states’ RHTP plans reflect the myriad health care challenges rural 
communities face: provider shortages, aging infrastructure, hospital closures, and limited 
access to health technologies, to name a few. All 50 states propose initiatives related to 
technology innovation and workforce development—the two most common investments. 

All 50 states propose RHTP initiatives related 
to technology innovation and workforce 
development—the two most common investments.

<$150 $150-$299 $300-$599 $600+

Year 1 RHTP Award Per Rural Resident

Source: HHS Tracking Accountability in Government Grants System (TAGGS) and the Sheps 
Center for Health Services Research

https://www.cms.gov/priorities/rural-health-transformation-rht-program/overview
https://www.cms.gov/priorities/rural-health-transformation-rht-program/overview
https://www.kff.org/medicaid/how-might-federal-medicaid-cuts-in-the-enacted-reconciliation-package-affect-rural-areas/
https://www.kff.org/medicaid/how-might-federal-medicaid-cuts-in-the-enacted-reconciliation-package-affect-rural-areas/
https://bipartisanpolicy.org/explainer/advancing-technology-innovation-through-the-rural-health-transformation-program/
https://bipartisanpolicy.org/explainer/addressing-workforce-challenges-through-the-rural-health-transformation-program/
https://bipartisanpolicy.org/explainer/advancing-technology-innovation-through-the-rural-health-transformation-program/
https://bipartisanpolicy.org/explainer/addressing-workforce-challenges-through-the-rural-health-transformation-program/
https://bipartisanpolicy.org/explainer/addressing-workforce-challenges-through-the-rural-health-transformation-program/
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RHTP FUNDING ALLOCATION 
The Centers for Medicare & Medicaid Services is distributing $10 billion 
annually for five years, with year-one state awards ranging from $147 million 
(New Jersey) to $281 million (Texas). Half of the funding is divided equally 
amongst all approved states, and the other half is allocated based on a 
point-scoring methodology that accounts for states’ rural health factors 
and proposed initiatives. Because funding is only minimally tied to a state’s 
rural population size, the amount per rural resident varies widely—from less 
than $150 to greater than $600, with an average of $157 per rural resident. 
For more information on how some states are deploying RHTP funds and 
implementing proposed initiatives, listen to Rural Health Transformation: 

Insights from States.

The Centers for Medicare & Medicaid Services’ new Office of Rural Health Transformation 
oversees how states implement these investments. CMS administers RHTP through 
cooperative agreements, which require communication between states and the federal 
government and give CMS significant oversight over how funds are used. Between January 
and May, CMS worked with states to finalize budgets, requiring many to rework their RHTP 
proposals to align with program requirements. The program includes clawback authority, 
which allows CMS to recover RHTP funds if states do not use them consistently with their 
approved applications.

At the state level, administering a program of this scale requires significant staff capacity. 
Some states and health systems have stood up new RHTP offices by pulling experts from 
existing rural health programs. Others have hired new staff, leading in some cases to delays 
and workforce gaps in the offices that have traditionally supported rural health.

As the rural health care landscape shifts, targeted bipartisan reforms can help stabilize 
rural health infrastructure and ensure that RHTP investments deliver lasting results. In the 
months ahead, policymakers will face pressure to delay or mitigate Medicaid cuts—debates 
that will shape the environment in which RHTP operates. Amid those policy discussions, 
this brief identifies areas of common ground for strengthening rural health. 

Drawing on the Bipartisan Policy Center’s longstanding focus on rural health and more 
than 50 interviews with rural stakeholders—including policymakers, researchers, advocacy 
organizations, industry representatives, and state leaders across the political spectrum—we 
present two categories of federal policy recommendations: actions specific to RHTP and 
broader federal reforms needed to support rural communities.

https://bipartisanpolicy.org/explainer/rural-health-transformation-program-notice-of-funding-opportunity/
https://www.kff.org/state-health-policy-data/first-year-rural-health-fund-awards-range-from-less-than-100-per-rural-resident-in-ten-states-to-more-than-500-in-eight/
https://bipartisanpolicy.org/event/rural-health-transformation-insights-from-states/
https://bipartisanpolicy.org/event/rural-health-transformation-insights-from-states/
https://www.cms.gov/newsroom/press-releases/cms-announces-establishment-office-rural-health-transformation
https://bipartisanpolicy.org/explainer/rural-health-transformation-program-notice-of-funding-opportunity/
https://bipartisanpolicy.org/policy-area/health/rural-health/
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P O L I C Y  R E C O M M E N D A T I O N S

A. Ensure RHTP Transparency, Elevate Best Practices and  
Lessons Learned

•	 CMS should make key information on RHTP implementation—including uses of 
funds, recipients and subrecipients, and progress reports—publicly available and easily 
readable. This could be achieved through a public-facing web portal or dashboard with 
up-to-date information on state initiatives. 

•	 As RHTP implementation progresses, CMS should share promising practices and candid 
assessments of what is and is not working across states, while providing flexibility for 
states to adjust their plans as evidence accumulates.

B. Align Federal Policy To Support the Adoption and  
Maintenance of Health Technology Investments

•	 Congress should make Medicare telehealth flexibilities permanent, and CMS should 
establish guardrails—including prepayment review of claims with aberrant billing 
patterns—to ensure quality and minimize fraud. 

•	 Congress should establish a federal continuity of care policy allowing providers to deliver 
telehealth across state lines to patients with whom they have an existing provider-
patient relationship. 

•	 CMS should ensure Medicare reimbursement policy supports rural adoption of remote 
patient monitoring by eliminating cost barriers like geographic payment adjustments. 

•	 CMS should build on voluntary health IT initiatives by establishing targeted 
interoperability requirements; Congress and the Department of Health and Human 
Services should reduce the administrative burden for rural providers seeking to adopt 
Certified Electronic Health Record Technology.

•	 CMS should develop and test financing models that incentivize providers to adopt and 
sustain health technologies, including telestroke, e-ICU, and Project ECHO.

C. Strengthen Federal Support for the Rural Health Care 
Workforce

•	 To increase health worker participation, CMS should consider shortening or allowing 
flexibilities around the five-year RHTP rural service commitment required of individual 
RHTP workforce grant recipients. 

•	 Congress should permanently authorize the Health Resources & Services 
Administration’s Teaching Health Center Graduate Medical Education Program and 
Rural Residency Planning and Development Program. 
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•	 Congress should remove barriers and explore financial incentives—such as bonus 
payments—to attract and retain behavioral health providers in rural areas.

D. Permanently Authorize Medicare Rural Hospital Programs  
and Update Eligibility

•	 Congress should permanently authorize the Medicare dependent hospital program, low-
volume hospital payment adjustment, sole community hospital payment adjustment, 
and Rural Community Hospital Demonstration. Congress should also explore pathways 
to more efficiently direct federal support to the rural hospitals that need it most.

•	 Congress should remove barriers for rural hospitals to convert to the Rural Emergency 
Hospital model—such as extending eligibility to facilities closed since January 1, 2014, 
and permitting REHs to provide limited inpatient and maternal care. 

•	 The secretary of HHS should temporarily reestablish the “necessary provider” 
designation for critical access hospitals. After three years, the Government 
Accountability Office should assess the designation’s impact on hospital closures, health 
care access, and Medicare costs, and recommend whether to make it permanent. 

P O L I C Y  R E C O M M E N D A T I O N S  T O 
S T R E N G T H E N  R U R A L  H E A LT H

A. Ensure Transparency, Elevate Best Practices  
and Lessons Learned

The federal government and states are rapidly implementing RHTP under a constricted 
timeline. However, the swift pace of implementation should not come at the expense 
of transparency. Prior federal funding programs offer a cautionary tale: COVID-19 relief 
programs delivered critical support, but weak upfront oversight and lack of transparency 
contributed to significant fraud and improper payments. The Medicare Electronic Health 
Record (EHR) Incentive Program, launched in 2011 to pay hospitals for adopting EHRs, 
faced similar oversight challenges stemming from weak safeguards around payments. 
Establishing transparency structures early can help protect RHTP integrity and ensure 
funds reach the communities they are meant to serve. 

https://www.gao.gov/coronavirus
https://www.cms.gov/medicare/regulations-guidance/promoting-interoperability-programs
https://www.cms.gov/medicare/regulations-guidance/promoting-interoperability-programs
https://oig.hhs.gov/reports/all/2012/early-assessment-finds-that-cms-faces-obstacles-in-overseeing-the-medicare-ehr-incentive-program/
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RHTP Implementation Timeline, Years 1-2

Date Action Taken

December 2025 Award decisions made

January - May 2026 State budgets finalized

Summer 2026 States distribute funds

August 2026 Year 1 annual report due

September - October 2026 CMS rescoring

November 2026, March 2027, and May 2027 Quarterly reports due

August 2027 Year 2 annual report due

September 2027 Year 1 spending ends

The recommendations in this section focus on federal actions needed to ensure 
transparency and best practices in program implementation. 

CMS should make key information on RHTP implementation—
including uses of funds, recipients, subrecipients, and 
progress reporting— publicly available and easily readable. 
This could be achieved through a public-facing web portal or 
dashboard with up-to-date information on state initiatives. 
To date, the level of transparency provided by states varies widely, and no standard 
for disclosure exists. All states have publicly posted at least portions of their initial 
applications. CMS has publicized state-provided abstracts and state spotlights but not final, 
approved plans and adjustment decisions. 

As of July 2026, many states are working through procurement processes—releasing 
requests for proposals and making award decisions—and the level of detail states have 
posted publicly about these decisions varies. Some states are contracting with external 
entities to rapidly obligate funding. Because such practices can obscure the flow of funds at 
the subrecipient level, states must exercise careful oversight to prevent waste and fraud.

If transparency gaps persist, they risk carrying into future reporting cycles. As states begin 
progress reporting in August 2026, the absence of consistent disclosure standards could 
make it difficult to evaluate progress and ensure funds reach the rural communities they 
are intended to serve. 

https://www.datawrapper.de/_/9qdE8/?v=2

https://kffhealthnews.org/rural-health/rural-health-transformation-program-cms-state-applications-transparency/
https://www.cms.gov/files/document/rht-program-state-provided-abstracts.pdf
https://www.cms.gov/files/document/rural-health-transformation-50-state-spotlights.pdf
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RHTP Reporting Requirements

First  
Report 
Due

Reporting 
Frequency

Reporting  
Data Required

Annual 
Reporting

August 30, 
2026

Annual: Due 60 
days before end 
of annual budget 
period

Initiative progress 
narrative, initiative people 
served, initiative metrics, 
initiative checkpoints, 
state policy action 
commitments, use of 
funds, success stories, 
sustainability planning

Quarterly 
Reporting

November 
29, 2026

Three times a 
year: Due within 
30 days of end 
of reporting 
period (*No 
quarterly 
report for May 
1 - July 31)

Initiative checkpoints, 
state policy action 
commitments, use of 
funds

Source: CMS Office of Rural Health Transformation

As CMS finalizes the reporting template and the web-based reporting tool for RHTP, the 
agency should prioritize transparency by designing them to collect accurate and precise 
data in real time. CMS should consider implementing a public-facing web portal that 
allows users to access easy-to-read information on each state’s RHTP initiatives, including 
the uses of funds, funding recipients and subrecipients, and progress reports. In the 
agency’s Strategic Framework for 2026-2031, CMS frames itself as an “Artificial Intelligence 
(AI)-first” organization, with initiatives to train thousands of employees on AI. CMS could 
apply this capacity strategically and use AI to launch and maintain a public-facing RHTP 
portal, paired with human review processes to ensure data accuracy. 

For more information on CMS’s strategic plan and HHS AI use, see Four Takeaways from BPC’s 
Event with CMS Leadership and Tracking AI in Federal Health Agencies: Key Trends from 
HHS’s FY2025 Inventory.

https://www.datawrapper.de/_/wmoWh/?v=5

https://www.sciencedirect.com/science/article/pii/S0740624X18300303
https://www.sciencedirect.com/science/article/pii/S0740624X18300303
https://bipartisanpolicy.org/article/four-takeaways-from-bpcs-event-with-cms-leadership/
https://bipartisanpolicy.org/article/four-takeaways-from-bpcs-event-with-cms-leadership/
https://bipartisanpolicy.org/article/four-takeaways-from-bpcs-event-with-cms-leadership/
https://bipartisanpolicy.org/article/tracking-ai-in-federal-health-agencies-key-trends-from-hhss-fy2025-inventory/
https://bipartisanpolicy.org/article/tracking-ai-in-federal-health-agencies-key-trends-from-hhss-fy2025-inventory/
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As RHTP implementation progresses, CMS should share 
promising practices and candid assessments of what is and 
is not working across states, while providing flexibility for 
states to adjust their plans as evidence accumulates. 
Since early 2026, the CMS Office of Rural Health Transformation has hired staff to fill about 
half of the 30 new positions for project officers, who have been providing ongoing technical 
assistance and conducting site visits. In March 2026, CMS convened the first RHTP 
summit, bringing together states, federal agencies, and subject matter experts to share early 
insights and facilitate peer-to-peer learning. 

CMS is also working with federal partners—including the Health Resources & Services 
Administration (HRSA) and the Centers for Disease Control and Prevention (CDC)—to 
elevate existing federal resources and provide technical assistance to states as they 
implement their RHTP initiatives. Many states have expressed interest in peer networks to 
share implementation experiences—including among those pursuing similar initiatives, 
such as the rural technology catalyst fund. CMS is starting to steer states toward outside 
organizations providing such technical assistance to states, such as the National Academy 
for State Health Policy.

B AC KG R O U N D  O N  F E D E R A L  R U R A L  H E A LT H  PA R T N E R S

HRSA’s Federal Office of Rural Health Policy: Established in 1987, FORHP 
administers a wide range of grant programs designed to build health care 
capacity, strengthen rural health networks, support rural hospitals, and 
address workforce shortages. FORHP also funds several policy programs, 
including providing technical assistance to Rural Health Clinics. 

CDC’s Office of Rural Health: Created in 2003, ORH coordinates across 
agency programs and with external partners to ensure that rural public 
health needs are integrated into CDC programs. 

CMS could build on these efforts by implementing an up-to-date repository of best practices 
and lessons learned from states’ RHTP initiatives. For instance, CMS could identify 
programs that are not working well and encourage states with such programs to adopt 
other models that have proved successful. RHTP’s long-term success will depend in part on 
whether CMS allows states flexibility to adjust their plans based on early implementation 
experience. As states enter their second year of funding, the ability to revise activities 
without significant administrative burden will be critical.

https://kffhealthnews.org/rural-health/rural-health-transformation-program-federal-cms-clawbacks-state-plans/
https://www.cms.gov/newsroom/press-releases/readout-cms-convenes-first-rural-health-transformation-summit-advance-state-led-innovation
https://www.cms.gov/newsroom/press-releases/readout-cms-convenes-first-rural-health-transformation-summit-advance-state-led-innovation
https://bipartisanpolicy.org/explainer/advancing-technology-innovation-through-the-rural-health-transformation-program/
https://nashp.org/
https://nashp.org/
https://www.hrsa.gov/about/organization/bureaus/forhp
https://www.hrsa.gov/rural-health/grants/rural-health-research-policy
https://www.cdc.gov/rural-health/php/about/index.html
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B. Align Federal Policy To Support the Adoption and 
Maintenance of Health Technology Investments

All 50 states plan to use RHTP dollars to invest in innovative health technologies. States 
plan to deploy tools like telehealth, remote patient monitoring, and AI to address workforce 
shortages, increase access to care, and improve care delivery in rural communities. The 
value of these technology investments depends on how they are deployed and whether 
providers can afford to adopt them. 

The value of these technology investments 
depends on how they are deployed and whether 
providers can afford to adopt them.

The following recommendations identify federal actions that can strengthen and sustain rural 
health technology investments, giving RHTP the foundation it needs to deliver lasting impact.

Congress should make Medicare telehealth flexibilities 
permanent, and CMS should establish guardrails—including 
prepayment review of claims with aberrant billing patterns—
to ensure quality and minimize fraud.
Telehealth is now a fixture in U.S. health care. Utilization remains lower in rural 
communities, in part due to broadband inadequacy, lower digital health literacy, and 
socioeconomic factors. Yet, these areas face greater disease burden and more severe 
provider shortages. Many states propose to use RHTP funds to expand telehealth access. 
These investments depend on a stable, sustainable federal policy environment and proper 
targeting in rural communities. 

R H T P  T E L E H E A LT H  I N V E S T M E N T  E X A M P L E S

Arizona, Arkansas, and Maine are establishing telehealth hubs to expand 
community-based access. Florida and Utah are using telehealth to improve 
access to specialty care, including behavioral health and obstetrics. 

Medicare is a primary payer for most rural providers. Without policy permanence, the 
business case for sustained infrastructure investment weakens. Congress should make 
Medicare telehealth flexibilities permanent; these include including removing geographic and 
originating site restrictions, authorizing Federally Qualified Health Centers and Rural Health 
Clinics to serve as telehealth site providers, and repealing in-person visit requirements for 
telemental health services. Congress should retain CMS’s ability to set telehealth payment 
rates based on emerging data on provider costs, utilization, and quality over time. 

https://bipartisanpolicy.org/explainer/advancing-technology-innovation-through-the-rural-health-transformation-program/
https://www.fairhealth.org/article/telehealth-trends-from-july-to-september-2025
https://www.fairhealth.org/article/telehealth-trends-from-july-to-september-2025
https://pmc.ncbi.nlm.nih.gov/articles/PMC11672495/
https://pmc.ncbi.nlm.nih.gov/articles/PMC11672495/
https://www.azahcccs.gov/AHCCCS/Downloads/Initiatives/RHTP/Arizona'sApprovedProgramNarrative.pdf
https://governor.arkansas.gov/arkansas-rural-health-transformation-program-application/
https://www.maine.gov/dhhs/sites/maine.gov.dhhs/files/webform/dhhs_web_request/_sid_/V2_SoM_RHTP_Project%20Narrative_11Dec25_CMS%20Response%20ADDED.pdf
https://ahca.myflorida.com/content/download/27598/file/11032025_Grant%20Submission.pdf
https://dhhs.utah.gov/wp-content/uploads/Rural-Health-Transformation-Plan.pdf
https://pmc.ncbi.nlm.nih.gov/articles/PMC11965775/
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P O L I CY  B AC KG R O U N D

Since 2020, Congress has repeatedly waived statutory Medicare telehealth 
restrictions. In 2021, Congress passed permanent policy for telebehavioral 
health. Most recently, the 2026 Consolidated Appropriations Act authorized 
an extension of many Medicare telehealth flexibilities through December 31, 
2027, at a Congressional Budget Office-scored cost of $3.8 billion from 2026 
to 2028. CBO has not yet scored the cost of recent legislative proposals, 
such as the CONNECT for Health Act of 2025, that would implement these 
flexibilities on a permanent basis.

Policymakers should pair permanency with guardrails to ensure telehealth remains high 
quality and sustainable. The HHS Office of Inspector General has documented recurring 
fraud schemes in which telehealth companies bill medically unnecessary items, including 
durable medical equipment and laboratory tests. Congress should require CMS to use its 
existing authority to conduct prepayment review of claims with aberrant billing patterns and 
to mandate an in-person visit within a reasonable timeframe before certain high-cost items 
are ordered. This is consistent with recommendations from the Medicare Payment Advisory 
Commission and bipartisan proposals such as the Telehealth Extension Act of 2021. Providers 
participating in alternative payment models with two-sided risk should be exempt.

CMS should also ensure that RHTP telehealth investments reach rural communities that 
lack access. Expanding telehealth coverage does not automatically translate into improved 
rural access; for example, the large shift to mental health telemedicine in recent years 
largely reflects utilization from existing patients relocating rather than new rural patients 
gaining access through telehealth. CMS should work with states to demonstrate how their 
telehealth investments will reach rural communities—such as through dedicated referral 
pathways—and ensure telehealth initiatives support continuity of care and complement 
rather than displace local care delivery. As states contract with various IT vendors to 
expand telehealth services, CMS should help states coordinate their procurement to avoid 
duplicating standard IT functionalities other states have already funded and instead pay for 
services that provide value by increasing access. 

For more information, see BPC’s brief Positioning Telehealth Policy to Ensure High-Quality, 
Cost-Effective Care.

Congress should establish a federal continuity of care policy 
allowing providers to deliver telehealth across state lines to 
patients with whom they have an existing provider-patient 
relationship. 
Rural patients often travel across state lines to receive care, yet interstate licensure barriers 
can make it difficult for providers to follow those patients virtually. Licensure compacts aim 
to simplify multistate licensing, and RHTP incentivizes compact participation through a 
tiered scoring system, with states eligible for increased funding if they commit to join by 2027. 

https://www.congress.gov/bill/119th-congress/house-bill/7148/text
https://www.cbo.gov/system/files/2026-01/hr7148-CAA-2026.pdf
https://www.congress.gov/bill/119th-congress/house-bill/4206
https://oig.hhs.gov/documents/root/1045/sfa-telefraud.pdf
https://www.medpac.gov/document/june-2023-report-to-the-congress-medicare-and-the-health-care-delivery-system/
https://www.medpac.gov/document/june-2023-report-to-the-congress-medicare-and-the-health-care-delivery-system/
https://www.congress.gov/bill/117th-congress/house-bill/6202/text
https://jamanetwork.com/journals/jamanetworkopen/fullarticle/2845954
https://bipartisanpolicy.org/report/positioning-telehealth-policy-to-ensure-high-quality-cost-effective-care/
https://bipartisanpolicy.org/report/positioning-telehealth-policy-to-ensure-high-quality-cost-effective-care/
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R H T P  I N T E R S TAT E  L I C E N S U R E  C O M PAC T  E X A M P L E S

In February 2026, Maine passed legislation to expand scope of practice for 
physician assistants, and New Mexico passed legislation to join several interstate 
licensure compacts, including the Psychology Interjurisdictional Compact.

However, licensure compacts are not a complete solution. Even in participating states, 
provider enrollment is low. Fees and lengthy application processing times often 
disincentivize enrollment. A federal licensure exception for established patient-provider 
relationships would ensure that fewer patients lose access to care. This continuity of care 
policy would complement state compact efforts by allowing providers to deliver telehealth 
services across state lines to patients with whom they have an existing provider-patient 
relationship, for a defined time period.

Congress has precedent for federal licensure exemptions. It has removed state licensure 
requirements for Veterans Affairs-affiliated telehealth providers, allowed sports medicine 
providers to treat athletes across state lines, and established TRICARE provider licensing 
based on the provider’s license and location rather than the patient’s. 

Bills to establish additional exemptions to state licensure have been introduced in the 
House, including the TELE-MED Act of 2013 to implement reciprocity in Medicare and 
the TREAT Act, which was introduced in 2023, to allow telemental health services to 
be provided across state lines during public health emergencies. The Federation of State 
Medical Boards has recognized similar exceptions in its model policy. 

Congress would need to make clear determinations about how to oversee care delivery, 
especially regarding prescribing, across state lines. Grievances could be filed in the state 
where the patient-provider relationship was established. Congress could also outline in-
person visit requirements for interstate provider-patient relationships. 

For more information, see BPC’s report Redesigning the Health Care Delivery System to Better 
Meet the Needs of Youth.

CMS should ensure Medicare reimbursement policy 
supports rural adoption of remote patient monitoring 
(RPM) by eliminating cost barriers like geographic payment 
adjustments. 
RPM—which uses devices like blood pressure cuffs, heart monitors, and mental health 
apps to transmit patient data to providers—is particularly effective for patients with 
severe disease, poor treatment adherence, and limited provider access. This describes 
many rural residents, who face higher rates of chronic conditions like diabetes, heart 
failure, and behavioral health disorders, and often travel twice as far as their urban 
counterparts to see a provider. 

https://www.mainelegislature.org/LawMakerWeb/summary.asp?ID=280101144
https://www.mainelegislature.org/LawMakerWeb/summary.asp?ID=280101144
https://www.nmlegis.gov/Sessions/26%20Regular/bills/house/HB0033.html
https://www.nmlegis.gov/Sessions/26%20Regular/bills/house/HB0033.html
https://psypact.gov/
https://imlcc.com/what-does-it-cost/
https://psypact.org/page/ApplicationFlowChart
https://connectwithcare.org/wp-content/uploads/2025/02/conrad-et-al-2025-impact-of-state-medical-licensure-exemptions-and-telehealth-registries-on-college-students-access-to-1.pdf
https://www.govinfo.gov/content/pkg/CRPT-115hrpt394/html/CRPT-115hrpt394.htm
https://www.govinfo.gov/app/details/CREC-2018-10-03/CREC-2018-10-03-pt1-PgS6459-2
https://www.govinfo.gov/app/details/CREC-2018-10-03/CREC-2018-10-03-pt1-PgS6459-2
https://www.nejm.org/doi/full/10.1056/NEJMp2031608
https://www.congress.gov/bill/113th-congress/house-bill/3077
https://www.congress.gov/bill/118th-congress/house-bill/5541
https://www.fsmb.org/siteassets/advocacy/policies/fsmb-workgroup-on-telemedicineapril-2022-final.pdf
https://bipartisanpolicy.org/report/health-care-redesign-youth/
https://bipartisanpolicy.org/report/health-care-redesign-youth/
https://pmc.ncbi.nlm.nih.gov/articles/PMC8388293/
https://link.springer.com/article/10.1007/s00125-022-05785-4
https://jamanetwork.com/journals/jamacardiology/fullarticle/2800877
https://jamanetwork.com/journals/jamacardiology/fullarticle/2800877
https://www.cdc.gov/nchs/data/databriefs/db373-h.pdf
https://www.pewresearch.org/fact-tank/2018/12/12/how-far-americans-live-from-the-closest-hospital-differs-by-community-type/
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While RPM use has expanded rapidly in recent years, growth is largely concentrated among 
a small number of primary care providers, and there is lower use in rural areas. Many states 
propose using RHTP funds to expand access to RPM.

RHTP REMOTE PATIENT MONITORING INVESTMENT EXAMPLES

Delaware, Kansas, Maryland, and South Carolina are investing in expanded 
uses of RPM and patient-facing health technologies—including apps, 
wearables, and AI-enabled tools—in rural areas. South Carolina will 
purchase standards-based RPM equipment and monitoring infrastructure 
for diabetes, hypertension, chronic obstructive pulmonary disease, and 
heart disease patients.

To facilitate RPM access in rural areas, CMS should eliminate geographic payment 
adjustments when RPM is used in rural areas. These adjustments are inappropriate 
for RPM: Deployment costs generally do not vary by location, and they disincentivize 
companies from offering remote monitoring in rural areas. In the absence of CMS action, 
Congress could ensure that RPM services are adequately reimbursed by Medicare in rural 
areas. For example, the bipartisan, bicameral Rural Remote Patient Monitoring (RPM) 
Access Act, or S. 1535, would set a geographic payment floor for RPM at the national average. 

For more information, see Maximizing the Value of Remote Patient Monitoring.

CMS should build on voluntary health IT initiatives by 
establishing targeted interoperability requirements; 
Congress and HHS should reduce administrative burden for 
rural providers seeking to adopt Certified Electronic Health 
Record Technology (CEHRT) by consolidating grant programs.
Modern health IT is foundational to coordinated, high-quality care, but many rural facilities 
have been left behind. Tight budgets make upgrades difficult, leaving rural providers with aging 
systems, limited interoperability, and fragmented data that hinder care delivery. Administrative 
complexity further deters adoption of tools like electronic health records (EHRs). 

Health IT infrastructure is a necessary foundation for rural areas to be able to adopt 
innovative technologies and value-based payment, two goals of RHTP. As such, states 
propose to use RHTP funds to invest in IT infrastructure, including EHR upgrades. 

https://pubmed.ncbi.nlm.nih.gov/36067430/
https://petersonhealthcare.org/news/evolving-remote-monitoring-report/
https://dhss.delaware.gov/wp-content/uploads/sites/12/2026/06/RHTP_Project_Narrative_1.16.2026.pdf
https://www.kdhe.ks.gov/DocumentCenter/View/52810/Kansas-RHTP-Full-Application-112025?bidId=
https://health.maryland.gov/pophealth/Documents/Rural%20Health/RHTP/MD-Project-Narrative-CMS-RHT-26-001-Cover-Updated-Watermark-%283%29.pdf
https://www.scdhhs.gov/sites/dhhs/files/Project%20Narrative.pdf
https://bipartisanpolicy.org/explainer/maximizing-the-value-of-remote-patient-monitoring/
https://bipartisanpolicy.org/explainer/maximizing-the-value-of-remote-patient-monitoring/
https://waysandmeans.house.gov/wp-content/uploads/2024/03/Altchek-Testimony.pdf
https://www.congress.gov/bill/119th-congress/senate-bill/1535
https://www.congress.gov/bill/119th-congress/senate-bill/1535
https://bipartisanpolicy.org/explainer/maximizing-the-value-of-remote-patient-monitoring/
https://pmc.ncbi.nlm.nih.gov/articles/PMC11755824/
https://pmc.ncbi.nlm.nih.gov/articles/PMC11755824/
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R H T P  E H R  I N V E S T M E N T  E X A M P L E S

Indiana and Missouri plan to modernize EHR systems by expanding 
integration with the state Health Information Exchange and adopting 
international standards for electronically exchanging health care information. 
Oklahoma plans to purchase and deploy EHR hardware and software, subsidize 
subscriptions, and provide technical assistance for providers. 

Notably, CMS caps RHTP spending on replacing Health Information 
Technology for Economic and Clinical Health certified EHRs at 5% 
of the annual award, so state investments tend to focus on targeted 
enhancements rather than full system replacements.

CMS has taken important steps to advance health IT infrastructure. The Health Technology 
Ecosystem initiative encourages voluntary industry alignment around a shared data exchange 
framework. The CMS Interoperability Framework calls on participants to pledge to meet 
several criteria, including EHR connection to CMS Aligned Networks. CMS has also proposed 
to adopt the Fast Healthcare Interoperability Resources standard for prior authorization-
related transactions, further ensuring compliance with the data exchange framework. 

To build on this work, CMS should require EHRs in alternative payment models (APMs) 
to be compliant with data exchange framework criteria by a target date. A target deadline 
would ensure that APM participants can achieve consistent access to clinical data across 
payers, providers, and care settings. 

Congress and HHS should also simplify and consolidate similar federal grant programs 
and support the adoption of certified EHR technology among small and rural clinicians. 
Consolidation should not lead to reductions in total grant amounts. Small rural providers 
often lack the resources and support to keep pace with federal reforms. HRSA currently 
funds at least six grant programs that provide data, evaluation, and technical assistance 
to rural providers. Consolidating such programs can help to avoid duplication and 
inefficiencies while supporting CEHRT uptake.

For more information, see Strengthening Primary Care: Medicare Physician Payment and 
Related Reforms and Recommendations to Modernize Medicare Part B Physician Payment 
and Related Reforms.

https://www.in.gov/grow-rural-health/files/RHTP-NarrativeIN.pdf
https://mydss.mo.gov/media/pdf/rhtp-application-narrative
https://oklahoma.gov/content/dam/ok/en/health/health2/aem-documents/health-promotion/rhtp/RHTP_InitiativeFundingSummary.pdf
https://bipartisanpolicy.org/explainer/advancing-technology-innovation-through-the-rural-health-transformation-program/
https://bipartisanpolicy.org/explainer/advancing-technology-innovation-through-the-rural-health-transformation-program/
https://bipartisanpolicy.org/explainer/rural-health-transformation-program-notice-of-funding-opportunity/
https://bipartisanpolicy.org/explainer/rural-health-transformation-program-notice-of-funding-opportunity/
https://www.cms.gov/priorities/health-technology-ecosystem/overview
https://www.cms.gov/priorities/health-technology-ecosystem/overview
https://www.cms.gov/health-technology-ecosystem/interoperability-framework
https://www.cms.gov/health-technology-ecosystem/interoperability-framework
https://www.cms.gov/newsroom/fact-sheets/2026-cms-interoperability-standards-prior-authorization-drugs-proposed-rule
https://www.cms.gov/newsroom/fact-sheets/2026-cms-interoperability-standards-prior-authorization-drugs-proposed-rule
https://www.gao.gov/assets/gao-23-105540.pdf
https://www.hrsa.gov/rural-health/grants/rural-hospitals
https://bipartisanpolicy.org/report/strengthening-primary-care-medicare-physician-payment-and-related-reforms
https://bipartisanpolicy.org/report/strengthening-primary-care-medicare-physician-payment-and-related-reforms
https://bipartisanpolicy.org/issue-brief/recommendations-to-modernize-medicare-part-b-physician-payment-and-related-reforms/
https://bipartisanpolicy.org/issue-brief/recommendations-to-modernize-medicare-part-b-physician-payment-and-related-reforms/
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CMS should develop and test financing models that incentivize 
providers to adopt and sustain evidence-based health 
technologies such as telestroke, e-ICU, and Project ECHO.
Telestroke, e-ICU, and Project ECHO are evidence-based programs that have proven 
particularly valuable in rural settings. 

•	 Telestroke connects emergency physicians at rural hospitals with off-site 
stroke specialists for real-time assessment and treatment—critical for a 
condition in which every minute counts.

•	 Tele-ICU allows remote intensivists to monitor critically ill patients at rural 
facilities, guiding local staff through acute events using audio, video, and real-
time data. 

•	 Project ECHO is a distance-learning, telementoring model designed to help 
primary care clinicians and other community providers deliver care to patients 
where they live.

Many states plan to invest RHTP funds in these programs, yet they lack sustainable 
federal financing pathways. Reimbursement pathways for telestroke and tele-ICU exist, 
but complex Medicare billing rules create confusion and deter providers, particularly at 
small rural facilities without dedicated coding staff. Project ECHO has no federal billing 
mechanism, though some states have explored financing models through state Medicaid. 

R H T P  H E A LT H  T E C H N O L O GY  I N V E S T M E N T  E X A M P L E S

Florida’s Hub-and-Spoke Telestroke initiative connects rural emergency 
departments with stroke specialists via secure, real-time video for 
immediate assessment and treatment. Tennessee proposes expansion in 
e-ICU as part of a statewide digital modernization strategy. Washington 
proposes using RHTP funds to expand existing ECHO programs in clinics 
and facilities and implement new ECHO programs. 

Congress and CMS should explore policy options to give states a pathway to sustain these 
technology investments beyond 2030. Key opportunities include testing a monthly or 
annual payment for rural hospitals to maintain telestroke and tele-ICU capacity; adding 
Project ECHO to the Medicare Physician Fee Schedule; and simplifying telestroke and tele-
ICU billing rules to reduce coding errors and underbilling. 

For a full suite of policy options, see BPC’s report Leveraging Digital Technology To Enable a 
More Equitable Distribution of the Health Care Workforce.

https://bipartisanpolicy.org/report/leveraging-digital-technology-to-enable-a-more-equitable-distribution-of-the-health-care-workforce/
https://www.mayoclinic.org/tests-procedures/stroke-and-telemedicine/about/pac-20395081
https://pmc.ncbi.nlm.nih.gov/articles/PMC12208976/
https://www.commonwealthfund.org/publications/newsletter-article/case-study-project-echo-expands-access-specialty-care-rural
https://bipartisanpolicy.org/report/leveraging-digital-technology-to-enable-a-more-equitable-distribution-of-the-health-care-workforce/
https://www.chcs.org/media/ECHO-Medicaid-Financing-Brief_091217-2.pdf
https://ahca.myflorida.com/content/download/27598/file/11032025_Grant%20Submission.pdf
https://www.tn.gov/content/dam/tn/health/TN_RHTF_Application_Full_Document.pdf
https://www.hca.wa.gov/assets/program/rhtp-project-narrative.pdf
https://bipartisanpolicy.org/report/leveraging-digital-technology-to-enable-a-more-equitable-distribution-of-the-health-care-workforce/
https://bipartisanpolicy.org/report/leveraging-digital-technology-to-enable-a-more-equitable-distribution-of-the-health-care-workforce/
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C. Strengthen Federal Support for the Rural Health Care 
Workforce

Given that 60% of Health Professional Shortage Areas (HPSAs) across primary care, dental 
and behavioral health are rural, every state proposes to use some of their RHTP funding for 
workforce priorities. Provider shortages are especially dire for specific clinical specialties. 
For example, as of March 2026, there were nearly 7,000 behavioral health HPSAs. 

60% of Health Professional Shortage Areas 
(HPSAs) across primary care, dental and 
behavioral health are rural .

These RHTP investments take place against a changing federal backdrop. H.R. 1 made 
changes to the student loan landscape—including new caps on borrowing—that will affect 
access to graduate and professional education. This could compound existing workforce 
shortages, particularly for students from rural communities who face limited access to 
health care education and training.

The following recommendations identify federal policy levers to bolster state workforce efforts. 

CMS should consider shortening or allowing flexibilities 
around the five-year RHTP rural service commitment 
required of individual RHTP workforce grant recipients to 
increase health worker participation. 
A major strategic goal of the RHTP workforce initiative is to build a sustainable pipeline 
of local talent in rural communities. States can use funding to recruit and retain clinical 
workers through training and development, residency programs, and financial incentives. 

Awards that are specific to an individual and lead to credentialing or a degree—such as 
salaries or stipends for residents and fellows during training—are tied to a requirement 
that recipients practice in a rural area within the same state for five years. 

R H T P  I N V E S T M E N T S  T I E D  T O  F I V E-Y E A R  S E R V I C E 
C O M M I T M E N T

Kansas proposes short-term housing in rural communities for up to 100 
medical students, while Nevada proposes financial assistance for housing, 
relocation costs, signing bonuses, and continuing medical education stipends. 

https://bipartisanpolicy.org/explainer/addressing-workforce-challenges-through-the-rural-health-transformation-program/
https://data.hrsa.gov/Default/GenerateHPSAQuarterlyReport
https://bipartisanpolicy.org/article/student-loan-repayment-2025-new-plans-policy-challenges-and-what-comes-next/
https://www.cms.gov/priorities/rural-health-transformation-rht-program/overview
https://www.cms.gov/priorities/rural-health-transformation-rht-program/overview
https://www.cms.gov/files/document/5-year-service-commitment-fact-sheet.pdf
https://www.cms.gov/files/document/5-year-service-commitment-fact-sheet.pdf
https://www.kdhe.ks.gov/DocumentCenter/View/52810/Kansas-RHTP-Full-Application-112025?bidId=
https://www.nvha.nv.gov/siteassets/content/community/Project_Narrative.pdf
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Rural workforce experts and state leaders have expressed concern that this service 
commitment of five years can limit the ability of rural areas—especially in states that are 
more remote, such as Alaska—to recruit and retain providers, including behavioral health 
peer support specialists, community health workers, and paraprofessionals. A study of 
Indian Health Service program participants found that retention in the same training site 
drops by half after more than three years of service completion. 

To ensure that states successfully meet the goals of their workforce initiatives, CMS should 
consider shortening the service commitment or allowing flexibilities around the requirement. 
For example, rural workforce experts said the program could better meet its goals if recipients 
were allowed to move to a rural area in a different state after serving for three years, provided 
they continue serving a rural community for the remainder of their service commitment. 
Another option could be to narrow the criteria for what counts toward the requirement so that 
the service commitment does not deter health worker participation. For example, trainees 
who receive only relocation incentives could be exempt from the requirement. 

Congress should permanently authorize HRSA’s Teaching 
Health Center Graduate Medical Education Program and 
Rural Residency Planning and Development Program.
Physician shortages in rural areas begin with the training pipeline. Several states are 
investing RHTP funds to expand Graduate Medical Education (GME) and create new 
residency programs.

R H T P  WO R K F O R C E  I N V E S T M E N T  E X A M P L E S

Hawaii is proposing to use RHTP funds to establish a new residency 
program based on the success of a pilot residency program funded by 
HRSA. Arkansas and Georgia seek to expand GME slots. 

Medicare GME is the primary federal funding source for physician residency training, but 
rural facilities face significant barriers to accessing it—including an outdated funding 
formula, structural funding inequities, and high administrative costs. Two HRSA-
administered programs have helped fill this gap: the Teaching Health Center Graduate 
Medical Education (THCGME) and the Rural Residency Planning and Development 
Program (RRPD).1 For more information on THCGME and RRPD, see Appendix A.

Despite their strong track record, neither program has permanent authorization. Congress 
most recently extended THCGME through fiscal year 2029 under the 2026 Consolidated 

1	 Growing evidence suggests these programs have strengthened the rural workforce. The Teaching Health Centers model has been 
found to help produce physicians who are dedicated to caring for underserved populations and practicing in settings of need. 
Physician training in rural and Federally Qualified Health Center settings more than doubled between 2008 and 2024, with RRPD 
programs accounting for 22% of all rural residencies.

https://aspe.hhs.gov/reports/indian-health-service-programs-retention-analysis
https://engage.hawaii.gov/wp-content/uploads/2026/01/Compiled-RHT-Application_Redacted29.pdf
https://governor.arkansas.gov/arkansas-rural-health-transformation-program-application/
https://dch.georgia.gov/document/document/great-health-application-y1-award-revision/download
https://pmc.ncbi.nlm.nih.gov/articles/PMC8370361/
https://bhw.hrsa.gov/funding/apply-grant/teaching-health-center-graduate-medical-education
https://bhw.hrsa.gov/funding/apply-grant/teaching-health-center-graduate-medical-education
https://www.hrsa.gov/rural-health/grants/rural-health-research-policy/rrpd
https://www.hrsa.gov/rural-health/grants/rural-health-research-policy/rrpd
https://www.congress.gov/bill/119th-congress/house-bill/7148
https://pmc.ncbi.nlm.nih.gov/articles/PMC12168934/
https://www.healthaffairs.org/doi/10.1377/hlthaff.2024.01297
https://www.healthaffairs.org/doi/10.1377/hlthaff.2024.01297


 17

Appropriations Act, and RRPD continues to rely on discretionary appropriations. In April 
2026, HHS announced more than $11 million in funding for RRPD grants to support new 
residency programs in high-need specialties, committing to 15 grants of up to $750,000 over 
three years. However, the continued lack of permanence creates operational and financial 
instabilities and challenges long-term planning. At minimum, Congress should pass the 
bipartisan RRPD Act of 2025, which would authorize $12.7 million annually through 2030. 

For more information on federal rural workforce programs, see Achieving Behavioral Health 
Care Integration in Rural America.

Congress should remove barriers to behavioral health access 
and explore financial incentives—such as bonus payments—to 
attract and retain behavioral health providers in rural areas. 
Rural areas face severe behavioral health workforce shortages due to ongoing challenges to 
attract and retain behavioral health providers. Many states are using RHTP funds to build 
behavioral health workforce pipelines and integrate behavioral health into primary care settings.

R H T P  B E H AV I O R A L  H E A LT H  I N V E S T M E N T  E X A M P L E S

California is integrating behavioral health into primary and maternal 
care through clinician training. Indiana is building rural behavioral health 
workforce pipelines through career pathway programming. 

More than 5,400 Rural Health Clinics provide primary care to rural residents—often as the 
only health care option available—making them critical access points for behavioral health 
services. Yet, the Rural Health Clinic Services Act limits Rural Health Clinics to dedicating 
only 50% of their operating hours to behavioral health treatment. This restricts Rural 
Health Clinics’ ability to meet rural behavioral health needs and recruit behavioral health 
providers, leading to poorer health outcomes.

Congress should reverse the provisions in the Rural Health Clinic Services Act that limit 
the ability of Rural Health Clinics to provide behavioral health treatment. Bipartisan 
legislation, such as the Rural Health Clinic Burden Reduction Act, would also help 
rectify this issue by revising the provision specifically for Rural Health Clinics located in 
behavioral health HPSAs.

Additionally, financial incentives play an important role in attracting behavioral health 
providers to rural areas. Yet, a lack of financial incentive for behavioral health providers who 
are not psychiatrists serves as a barrier for alleviating behavioral health provider shortages.

https://www.congress.gov/bill/119th-congress/house-bill/7148
https://www.hhs.gov/press-room/hrsa-announces-more-than-dollar-135-million-expand-nutrition-services-strengthen-rural-health-workforce.html
https://www.congress.gov/bill/119th-congress/house-bill/6468/text
https://bipartisanpolicy.org/report/behavioral-health-rural-integration/
https://bipartisanpolicy.org/report/behavioral-health-rural-integration/
https://hcai.ca.gov/document/rhtp-project-narrative/
https://www.in.gov/grow-rural-health/files/RHTP-NarrativeIN.pdf
https://www.kff.org/other-health/state-indicator/total-rural-health-clinics/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.congress.gov/bill/95th-congress/house-bill/8422/text
https://pmc.ncbi.nlm.nih.gov/articles/PMC7681156/
https://www.congress.gov/bill/118th-congress/senate-bill/198
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M E D I C A R E  H P S A  B O N U S  P R O G R A M 

Established in 1987, Medicare’s HPSA bonus program pays a 10% quarterly 
bonus when physicians deliver Medicare services within a primary care 
HPSA. While psychiatrists qualify for this bonus, no other behavioral health 
providers—including psychologists, clinical social workers, and marriage and 
family therapists—are eligible. 

Congress should allow additional types of behavioral health providers to receive bonuses 
when they practice in mental health HPSAs. This expansion would strengthen financial 
incentives for these providers to practice in underserved rural areas and help sustain states’ 
RHTP investments in behavioral health. 

For more information, see BPC’s report Achieving Behavioral Health Care Integration in 
Rural America.

D. Permanently Authorize Medicare Rural Hospital Programs 
and Update Eligibility

Sustainable access to care, a central goal for RHTP, is under threat across rural communities. 
More than 40% of rural hospitals are operating at a loss, and roughly 20% of all rural hospitals 
are vulnerable to closure. The financial outlook over the next decade is even worse, with rural 
hospitals projected to face an $87 billion decline in revenue following H.R. 1. 

The following recommendations identify federal policy priorities to sustain Medicare rural 
hospital programs, including updated eligibility criteria.

Congress should permanently authorize the Medicare 
dependent hospital program, low-volume hospital payment 
adjustment, sole community hospital payment adjustment, 
and the Rural Community Hospital Demonstration. Congress 
should also explore pathways to more efficiently direct 
federal support to rural hospitals that need it most.
Medicare is the largest payer and primary funding source for rural hospitals. Medicare’s 
rural hospital programs provide crucial financial support to rural, geographically isolated, 
and low-volume facilities. For descriptions of each Medicare rural hospital designation and 
payment adjustment, see Appendix B.

Several of these programs lack permanent authorization. Medicare dependent hospitals 
and the low-volume hospital payment adjustment were extended only through the end of 
2026, under the 2026 Consolidated Appropriations Act, while the sole community hospital 
payment adjustment is considered annually as part of the Medicare regulatory process. 
Periodic extensions contribute to financial instability and complicate long-term planning 
for participating facilities.

https://www.cms.gov/medicare/payment/fee-for-service-providers/physician-bonuses-health-professional-shortage-areas-hpsas
https://bipartisanpolicy.org/report/behavioral-health-rural-integration/
https://bipartisanpolicy.org/report/behavioral-health-rural-integration/
https://www.chartis.com/insights/2026-rural-health-state-state
https://www.urban.org/urban-wire/rural-hospital-revenue-could-drop-87-billion-over-10-years-because-reconciliation-bill
https://bipartisanpolicy.org/report/sustaining-rural-hospital-access-adjustments-to-medicare-rural-hospital-designations/
https://www.congress.gov/bill/119th-congress/house-bill/7148
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The Medicare Rural Community Hospital 
Demonstration—which provides financial 
support to hospitals that are too large to 
qualify for the Critical Access Hospital (CAH) 
designation but are less financially viable 
under the Medicare Inpatient Prospective 
Payment System (IPPS)—has improved 
hospital finances and prevented closures. 
Congress has extended the program multiple 
times in five-year increments, and its current 
authority expires June 30, 2028. 

Given the program’s positive outcomes, 
Congress should permanently authorize the 
Rural Community Hospital Demonstration. 
In the absence of permanent authorization, 
Congress should pass the Rural Community Hospital Demonstration Program 
Reauthorization Act to extend the demonstration for five years. For hospital agreements 
slated to end in 2026, CMS has indicated it may not renew hospital participation until they 
know Congress plans to extend authority beyond 2028. 

For more information, see Sustaining Rural Hospital Access: Adjustments to Medicare Rural 
Hospital Designations. 

Congress should remove barriers for rural hospitals to 
convert to the Rural Emergency Hospital (REH) model—such 
as extending eligibility to facilities closed since January 1, 
2014, and permitting REHs to provide limited inpatient and 
maternal care. 
Congress created the REH model in the 2021 Consolidated Appropriations Act to give 
struggling rural facilities a viable alternative to closure. REHs can provide emergency 
department services, observation care, and additional outpatient services not exceeding 
a 24-hour stay, but may not provide inpatient services or maintain swing beds. As of June 
2026, 50 hospitals operate as REHs. For details on REH qualification and payment, see 
Appendix B.

Some states are using RHTP funds to support facilities converting to the REH model. Early 
evaluations suggest the REH model has provided a viable option for financially struggling 
rural facilities, but two federal policy barriers limit its reach.

R U R A L  C O M M U N I T Y  H O S P I TA L 
D E M O N S T R AT I O N

Initially, the five-year program was 
implemented in the 10 least populated states, 
with a maximum of 15 hospital participants. 
Since then, the program has expanded to 
include all states, with priority to the 20 
least densely populated and capped at 30 
hospital participants. In April 2025, 10 new 
participants joined the 20 hospitals already 
participating, and hospitals not selected were 
placed on a waitlist. 

https://www.cms.gov/priorities/innovation/innovation-models/rural-community-hospital-demonstration
https://www.cms.gov/priorities/innovation/innovation-models/rural-community-hospital-demonstration
https://www.cms.gov/priorities/innovation/data-and-reports/2025/rchd-finalrpt-execsumm
https://www.cms.gov/priorities/innovation/data-and-reports/2025/rchd-finalrpt-execsumm
https://feenstra.house.gov/sites/evo-subsites/feenstra.house.gov/files/evo-media-document/feenst_072_xml.pdf
https://feenstra.house.gov/sites/evo-subsites/feenstra.house.gov/files/evo-media-document/feenst_072_xml.pdf
https://bipartisanpolicy.org/report/sustaining-rural-hospital-access-adjustments-to-medicare-rural-hospital-designations
https://bipartisanpolicy.org/report/sustaining-rural-hospital-access-adjustments-to-medicare-rural-hospital-designations
https://www.congress.gov/116/plaws/publ260/PLAW-116publ260.pdf
https://www.cms.gov/medicare/health-safety-standards/certification-compliance/rural-emergency-hospitals
https://www.cms.gov/medicare/health-safety-standards/certification-compliance/rural-emergency-hospitals
https://www.shepscenter.unc.edu/programs-projects/rural-health/rural-emergency-hospitals/
https://bipartisanpolicy.org/wp-content/uploads/2024/10/Final_BPC_Rural_Emergency_Hospital_2024.pdf
https://bipartisanpolicy.org/wp-content/uploads/2024/10/Final_BPC_Rural_Emergency_Hospital_2024.pdf
https://www.cms.gov/priorities/innovation/innovation-models/rural-community-hospital-demonstration
https://www.cms.gov/priorities/innovation/innovation-models/rural-community-hospital-demonstration
https://www.cms.gov/priorities/innovation/innovation-models/rural-community-hospital-demonstration
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Kansas is proposing a REH Conversion/Transformative Capital Investment 
Grant Program, which will use RHTP funds for minor facility renovations 
and other capital investments for hospitals converting to REH.

Some hospitals that could benefit are not eligible because they closed before December 
2020. Extending eligibility to facilities that closed before 2020—a provision included in 
the House-passed version of H.R. 1 but not included in the final bill—would allow more 
communities to reopen hospitals as REHs without needing to construct a new facility. CBO 
determined that this provision would increase federal spending by $806 million from 2025 
to 2034. 

Additionally, some facilities are reluctant to convert to the REH model because doing so 
requires eliminating inpatient and swing beds, significantly reducing access to inpatient 
care in the community. Many are also hesitant to shut down their inpatient labor and 
delivery care and lose the ability to treat maternal complications—a particularly acute 
concern since more than half of rural counties have no hospital-based obstetric care. 

Congress should remove barriers for rural hospitals to convert to the REH model—such 
as extending eligibility to facilities closed since January 1, 2014, and permitting REHs to 
provide limited inpatient and maternal care. Congress should address these barriers by 
allowing REHs to offer swing bed services and inpatient maternal care, as proposed in the 
Rural Emergency Hospital Designation Improvement Act. 

For more information, see The Rural Emergency Hospital Model: Year Two Progress Report. 

HHS should temporarily reestablish the “necessary provider” 
designation for critical access hospitals (CAHs). After three 
years, the Government Accountability Office should assess 
the designation’s impact on hospital closures, health care 
access, and Medicare costs, and recommend whether to make 
it permanent. 
To qualify as a CAH, a facility must be located more than 35 miles from the nearest full-
service hospital, or more than 15 miles in mountainous terrains, and have 25 or fewer 
inpatient hospital beds. CAHs are paid 101% of reasonable costs for most inpatient and 
outpatient services. As of April 2026, 1,383 hospitals operate as CAHs. 

https://www.kdhe.ks.gov/DocumentCenter/View/52810/Kansas-RHTP-Full-Application-112025?bidId=
https://www.congress.gov/crs-product/R48569
https://www.cbo.gov/system/files/2025-06/HR1_HousePassed_6-4-2025.xlsx
https://www.cbo.gov/system/files/2025-06/HR1_HousePassed_6-4-2025.xlsx
https://www.gao.gov/assets/gao-23-105515.pdf
https://www.congress.gov/bill/118th-congress/senate-bill/4322
https://bipartisanpolicy.org/report/the-rural-emergency-hospital-model-year-two-progress-report/
https://www.ruralhealthinfo.org/topics/critical-access-hospitals
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Several states include critical access hospitals (CAHs) as potential funding 
recipients that can support RHTP initiatives. For example, as part of its 
obstetric digital regionalization initiative, Alabama will provide funding 
for CAHs—among other health care facilities—to connect with regional 
referral hubs. Tennessee is launching a competitive grant program allowing 
hospitals, including CAHs, to apply for funding to implement or expand 
transportation programs. 

Until 2006, states could designate rural hospitals as CAHs under a necessary provider 
designation, even if the facility did not meet all eligibility criteria. As the risk of rural 
hospital closures has increased, state hospital associations and individual rural 
hospitals have called for the reinstatement of states’ authority to issue necessary provider 
designations—and the bipartisan Rural Hospital Closure Relief Act of 2025 would do so. 

HHS should temporarily reestablish the necessary provider designation process for three 
years, after which GAO should evaluate the program’s impact on patient access to rural 
hospital care, rural hospital closures, and Medicare spending. GAO should then recommend 
whether to make the necessary provider designation permanent. 

For more information, see Sustaining Rural Hospital Access: Adjustments to Medicare Rural 
Hospital Designations. 

C O N C L U S I O N

The Rural Health Transformation Program is the largest federal investment in rural health 
care in more than two decades. It arrives as states and rural communities face mounting 
financial pressure and a growing uninsured population. State RHTP initiatives reflect both 
the severity of the challenges faced by rural communities and the commitment of states 
to address them. This report identifies opportunities for bipartisan actions for Congress 
and CMS to bolster rural health and ensure RHTP investments are transparent, durable, 
and effective. As states approach the second year of implementation while navigating 
the impacts of broader federal Medicaid cuts, BPC will continue to monitor the program’s 
rollout and develop solutions to strengthen rural health. 

https://adeca.alabama.gov/wp-content/uploads/ARHTP-Project-Narrative-Final.pdf
https://www.tn.gov/content/dam/tn/health/TN_RHTF_Application_Full_Document.pdf
https://www.congress.gov/bill/119th-congress/senate-bill/502
https://bipartisanpolicy.org/report/sustaining-rural-hospital-access-adjustments-to-medicare-rural-hospital-designations
https://bipartisanpolicy.org/report/sustaining-rural-hospital-access-adjustments-to-medicare-rural-hospital-designations
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A P P E N D I X  A

Medicare Graduate Medical 
Education (GME)

Medicare is the primary federal funding source for physician 
residency training in the United States. It distributes GME 
payments to teaching hospitals to cover both the direct cost 
of operating training programs (i.e., Direct GME) and the 
indirect cost of caring for patients with complex needs (i.e., 
Indirect Medical Education, or IME).

Teaching Health Center 
Graduate Medical Education 
(THCGME)

Established by the Patient Protection and Affordable Care 
Act in 2010, THCGME funds primary care residency training 
in community-based settings—such as Federally Qualified 
Health Centers and Rural Health Clinics—that are not eligible 
for Medicare GME funding. In academic year 2024-2025, 
THCGME supported 1,254 primary care residents, 22% of 
whom came from a rural background.

Rural Residency Planning and 
Development (RRPD)

This program provides start-up grants to help rural 
communities launch new residency programs. As of August 
2025, total RRPD awards have created 752 new residency 
positions in rural areas and enrolled more than 660 resident 
physicians to train in rural settings.

 

https://www.congress.gov/bill/111th-congress/house-bill/3590
https://www.congress.gov/bill/111th-congress/house-bill/3590
https://bhw.hrsa.gov/sites/default/files/bureau-health-workforce/data-research/tchgme-brief-24-25.pdf
https://www.hrsa.gov/rural-health/grants/rural-health-research-policy/rrpd
https://www.hrsa.gov/rural-health/grants/rural-health-research-policy/rrpd
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A P P E N D I X  B

Rural Hospital Designations, 2025

Designation Requirements Payment Mechanism
Number  
(as of  
January 2025)

Critical Access 
Hospital

Rural hospitals with ≤ 25 
acute care beds located 
35 miles from the nearest 
hospital

Reimbursed 101% based on 
Medicare allowable costs 
for each service

1325

Sole Community 
Hospital

Hospitals that are ≥ 35 miles 
from similar hospitals; rural 
hospitals ≤ 35 miles from 
another hospital may qualify 
based on how accessible the 
other hospital is.

Paid under IPPS, with 
option for a payment 
adjustment as volume 
decreases

355

Medicare 
Dependent 
Hospital

Rural hospitals with ≤ 100 
beds where Medicare patients 
make up at least 60% of 
inpatient days; hospitals 
designated a sole community 
hospital do not qualify

Paid under IPPS at the 
higher of either the federal 
rate or the federal rate 
+ 75% of the difference 
between the hospital and 
federal rate

141

Rural Emergency 
Hospital

CAHs and rural hospitals with 
≤ 50 beds; no inpatient beds 
except those that are licensed 
as a skilled nursing facility

Paid under OPPS + 5% and 
additional monthly facility 
payment

35

Low-Volume 
Hospital

Hospitals with ≤ 3,800 
discharges in the previous 
year and ≥ 15 miles from the 
nearest inpatient prospective 
payment system hospital

Paid under IPPS, with 
payments adjusted up 
to 25% per Medicare 
discharge

Not 
available*

Rural Community 
Hospital 
(Demonstration)

Small rural hospitals with 
fewer than 51 beds that 
do not qualify as CAHs 
but face low or negative 
Medicare inpatient margins 
and are participating in the 
demonstration

Paid for inpatient hospital 
services provided to 
Medicare beneficiaries, 
excludes services 
furnished in psychiatric or 
rehabilitation units that are 
distinct part of the hospital

24**

 Adapted from Kevin Bennett et al., “Why Rural Hospitals Are Facing a Funding Crisis — and How It Could Get Worse” 
(explainer), Commonwealth Fund, Feb. 9, 2026. * In 2023, rural referral centers and low-volume hospitals made up 9% 
of rural hospital designations. ** Number as of June 2026

Source: The Cecil G. Sheps Center for Health Services Research

https://www.datawrapper.de/_/Vgwnt/?v=6
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