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Abstract

CMS just dropped $50 billion on rural healthcare transformation, and most
healthcare entrepreneurs are completely missing the playbook. This represents «
the largest categorical healthcare funding opportunities in recent memory, with
capital flowing through state governments to rural providers, health systems, an
technology vendors from 2026 through 2031. The program structure combines
baseline funding (distributed equally among approved states) with workload fun
(allocated based on rural population metrics, technical capabilities, and state po

commitments).

Key opportunity vectors:

- Virtual care infrastructure and remote monitoring platforms
- Workforce recruitment and retention technology

- Population health and preventive care solutions

- Provider payment optimization and revenue cycle tools

- Consumer-facing health technology

- Data infrastructure and interoperability solutions

- EMS and emergency care coordination platforms



Strategic positioning requirements:

- Understanding state-level application processes and scoring factors

- Building relationships with state Medicaid agencies and rural health offices

- Demonstrating measurable outcomes at county and community levels

- Aligning with specific technical score factors worth 3.75% of total allocation e:
- Creating sustainable business models beyond the five-year funding window

The most significant aspect: this is not a traditional federal grant program. State
control deployment strategy, creating 50 distinct go-to-market opportunities wii

varying priorities, timelines, and procurement approaches.
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The Rural Health Transformation Program represents a fundamentally different
approach to federal healthcare funding. Rather than creating a new agency progi
with centralized administration, Congress appropriated $50 billion to flow thro
state governments over five fiscal years, with states maintaining significant discr
over deployment strategy. This creates a dramatically different landscape for sta

compared to traditional Medicare or Medicaid initiatives.

The capital deployment follows a structured timeline. Budget Period 1 funding
state accounts in January 2026, with subsequent budget periods commencing eac
November through 2030. States receive two fiscal years to deploy each budget pe
allocation, meaning Budget Period 1 funds must be spent by September 30, 2027
unspent allocation gets clawed back and redistributed to other states in the follc
fiscal year. This creates real urgency around implementation timelines and

dramatically increases the value of solutions that can deploy quickly.

The application deadline of November 5, 2025 establishes which states will
participate. States must submit comprehensive transformation plans including
specific initiatives, measurable outcomes, stakeholder engagement frameworks,
five-year implementation timelines. The governor must sign off on the applicatic
and states must commit to specific policy changes by defined deadlines to maxin
their funding allocation. This is not a rubber-stamp process. Merit review panel
score applications across multiple dimensions, and states that submit weak

applications either get rejected or receive only baseline funding.

For startups, this timeline creates several critical windows. States are developing
applications right now, meaning September through early November 2025 repre:
peak opportunity for influencing state transformation plans. States receiving aw
in December 2025 will immediately begin procurement processes for Budget Pe
initiatives. Vendors capable of contracting and deploying before September 202’
capture first-mover advantage and establish relationships that likely extend acro

five budget periods.

The two-year spending window for each budget period introduces unique dynan

States face strong incentives to commit funds early in each period to ensure full



deployment before deadlines. This likely creates procurement clustering in Q1 ¢
Q2 of each budget period, with states pushing hard to finalize contracts and beg
implementation. Startups with long sales cycles or complex implementation

requirements may find themselves squeezed out as states prioritize vendors cape

rapid deployment.

Unspent funds getting redistributed creates winners and losers among both stat
vendors. States that move quickly and execute effectively will receive additional
allocations from states that fail to deploy capital efficiently. For startups, this m
the highest-performing state partners will likely expand programs and increase
spending in later budget periods. Conversely, states struggling with program
execution may see reduced allocations and less capital available for vendor

partnerships.

Understanding the Funding Allocation
Methodology

The funding allocation methodology directly signals what types of companies an
capabilities CMS values most highly. The $50 billion splits evenly between basel
funding and workload funding. Baseline funding distributes equally among all

approved states, essentially providing a participation trophy. The real game hapj
in workload funding, where states compete for dollars based on rural populatior

metrics, technical capabilities, and policy commitments.

Workload funding breaks into two equal components: rural facility and populat
scores (50%) and technical scores (50%). The rural facility and population scores
static after initial calculation, creating permanent advantages for states with lar
rural populations, more uncompensated care, higher percentages of frontier
geography, and greater numbers of hospitals receiving Medicaid DSH payments.
These factors are baked in and cannot change, meaning states like Montana,
Wyoming, Alaska, Mississippi, and West Virginia start with structural advantag
this category.



The technical scores tell a more interesting story because states can influence th
through their applications and subsequent performance. Technical scores incluc
both data-driven factors (calculated from government data sources) and initiativ
based factors (scored by merit reviewers based on application content and
implementation progress). Each technical score factor carries a specific weight
ranging from 1.75% to 3.75% of total allocation. This granular weighting system
creates a roadmap for understanding what capabilities and initiatives drive the r

value.

The highest-weighted technical score factors at 3.75% each are population healt
clinical infrastructure, health and lifestyle initiatives, rural provider strategic
partnerships, EMS capabilities, talent recruitment, Medicaid provider payment
incentives, dual-eligible coordination, remote care services, data infrastructure,
consumer-facing technology. Notice what this list emphasizes: population healt}
acute care, preventive services over treatment, workforce solutions over facility

expansion, and technology infrastructure over traditional healthcare delivery.

Initiative-based scoring introduces dynamic elements where states can increase -
funding allocations over time by demonstrating implementation progress. In Bu
Period 1, states receive 50% of their full score potential for initiative-based factc
states hit milestones and demonstrate outcomes, their scores increase toward 10
full potential, driving workload funding allocation increases in subsequent budg
periods. This creates powerful incentives for states to partner with vendors capa

delivering measurable results quickly.

State policy action factors add another dimension. States can earn additional poi
committing to specific policy changes by defined deadlines: most changes must
implement by December 31, 2027, while nutrition-related policies have until
December 31, 2028. These commitments are binding. States that fail to impleme
committed policies lose points and face fund recovery by CMS. The policy actios
factors cover SNAP waivers, certificate of need reform, licensure compacts, scop
practice expansion, short-term limited-duration insurance restrictions, and rem

care services regulations.



For startups, this scoring methodology reveals several crucial insights. First, sta
will prioritize initiatives that score well across multiple factors, creating deman
comprehensive solutions rather than point solutions. Second, states need to
demonstrate measurable outcomes at county and community levels by 2028 to
maintain and increase funding allocations, which means evaluation and analytic:
capabilities become table stakes. Third, states committing to policy changes will
actively seek vendors that help them achieve compliance by deadlines, creating t

sensitive opportunities for specific solution categories.

Technical Score Factors as Product
Development Signals

Reading the technical score factors as product development signals requires
understanding what each factor actually measures and how states will operation
initiatives to maximize scores. The factors are not abstract policy goals but speci

measurable capabilities that states must demonstrate to reviewers and auditors.

Population health clinical infrastructure (3.75% weight) focuses on establishing
care delivery access points that promote preventive health and address root caus
disease. This is not about opening more primary care clinics. States will score hi
by creating novel access points like community health hubs, mobile health units
integrated with social services, pharmacist-led preventive care programs, or

community health worker networks focused on chronic disease management. Th
infrastructure component matters as much as the clinical component. States nee

sustainable, scalable models that can persist beyond the five-year funding windc

Startups well-positioned for this factor provide turnkey infrastructure for alterr
care delivery models. Think platforms that enable pharmacies to offer expanded
preventive services with automated workflows and billing integration. Or mobil
health unit management systems that coordinate scheduling, clinical protocols,
inventory management, and outcomes tracking across multiple units and countis
The key differentiator is reducing the operational complexity states face when

launching new care delivery models.



Health and lifestyle initiatives (3.75% weight) represent one of the most policy-

sensitive factors. States can earn points both through current policies (data-driv:
and through committed policy changes (state policy action). The state policy acti
component requires states to implement policies promoting preventive health at
addressing root causes of disease by December 31, 2028. The webinar presentati
specifically mentions this factor as carrying both initiative and policy componen

suggesting states will pursue multi-faceted approaches.

This factor creates opportunities for consumer-facing wellness platforms, partic
those addressing nutrition, physical activity, and chronic disease prevention in r
communities. The challenge is demonstrating measurable health outcomes withi
compressed timeline. States will favor solutions with existing evidence bases anc
proven ability to engage rural populations. Companies that have successfully de;
in similar geographies and can demonstrate outcome metrics around behavior cl

clinical markers, or healthcare utilization become highly valuable.

Rural provider strategic partnerships (3.75% weight) signals CMS interest in fos
collaboration among rural healthcare entities. States will develop initiatives arot
provider networks, care coordination across multiple facilities, shared services
models, and joint purchasing arrangements. This factor essentially encourages r
providers to achieve economies of scale through cooperation rather than

consolidation.

Technology platforms enabling multi-entity collaboration become critical
infrastructure here. Think revenue cycle management platforms that allow mult
rural hospitals to pool resources and share specialists. Or clinical decision supp:
systems that facilitate virtual consults between rural providers and academic me
centers. Or procurement platforms that aggregate purchasing power across rura
health systems. The common thread is reducing isolation and connecting rural

providers to resources and capabilities they cannot maintain independently.

EMS and emergency care (3.75% weight) represents an often-overlooked opportu
area. Rural EMS systems face severe financial and workforce challenges. Most oj

as volunteer or hybrid services with aging equipment, limited training resources



no sustainable funding model. States receiving high scores in this category will
implement comprehensive EMS transformation initiatives, not incremental

improvements.

The most promising opportunities involve technology that reduces EMS operatis
costs while improving outcomes. Dispatch and routing optimization that minim
response times and vehicle deployment costs. Telemedicine integration that allo
paramedics to consult with emergency physicians during transport. Data system
track response times, patient outcomes, and resource utilization to support evid
based service planning. Training platforms that maintain certification and conti;
education for distributed volunteer and paid staff. States need solutions that wo

resource-constrained environments with part-time personnel.

Talent recruitment and retention (3.75% weight) addresses the fundamental cons
limiting rural healthcare delivery. States will invest heavily in initiatives that att
and retain physicians, nurse practitioners, physician assistants, nurses, pharmac
and other clinical staff. The scoring methodology rewards innovation beyond

traditional loan repayment programs.

Technology companies can capture value by reducing reliance on permanent stai
through virtual care models, enabling existing staff to practice at top of license

through automation and Al or creating marketplaces that match rural facilities
locum tenens and part-time clinical staff. More sophisticated plays involve work
development pathways that recruit from local communities and provide training
opportunities tied to service commitments. States will pay meaningful money fo

solutions that demonstrably increase clinical staffing in rural areas.

Remote care services (3.75% weight) appears twice in the technical scoring frame
both as an initiative-based factor and as a state policy action factor. States can cc
to implementing or expanding regulations enabling telehealth, remote patient
monitoring, and virtual care delivery by December 31, 2027. This dual scoring
opportunity creates strong incentives for states to both expand policy framewor]

deploy technology infrastructure supporting virtual care.



The opportunity extends beyond basic telehealth platforms. States need
comprehensive remote care ecosystems including store-and-forward specialty
consultation, remote patient monitoring with integrated care management, hosp
at-home programs, virtual urgent care, and remote behavioral health services. T
policy action component means states will actively seek vendors that help them
understand regulatory requirements and implement compliant programs. Comp
with regulatory expertise and government affairs capabilities alongside technolo

platforms have significant advantages.

Data infrastructure (3.75% weight) focuses on developing systems that enable da
collection, analysis, and sharing to improve rural health outcomes. This factor is
entirely data-driven, calculated based on objective metrics CMS establishes. Stai
likely get scored on health information exchange participation rates, data submi
completeness for quality programs, and analytics capabilities for population hea

management.

Infrastructure plays targeting this factor should focus on reducing data collectic
reporting burden while improving data quality and usability. States face massive
reporting requirements across Medicaid, Medicare, public health, and now rura
health transformation. Solutions that automate data aggregation from multiple
sources, ensure data quality and completeness, enable population-level analytics
streamline reporting workflows solve real pain points. The sustainable business
likely involves ongoing managed services rather than one-time technology

deployment.

Consumer-facing technology (3.75% weight) emphasizes digital health tools enat
rural patients to access care, manage conditions, and navigate the health system.
scoring likely considers both deployment of consumer technology solutions and

measurable adoption and utilization rates among rural populations.

The critical challenge is achieving meaningful adoption in rural communities th
skew older, less digitally native, and more socioeconomically challenged than ur
populations. States will favor solutions with proven rural adoption rates and

thoughtful approaches to digital literacy, connectivity limitations, and accessibil



Companies that combine consumer-facing apps with assisted enrollment, trainir
and support services tailored to rural contexts differentiate themselves from gen

digital health platforms.

State-Level Go-to-Market Strategy

Selling into this program requires completely different motion than typical heal
technology sales. The buyer is not a health system CFO or a CIO but a state
government agency with multiple stakeholders, political considerations, and
bureaucratic processes. States will receive applications that scored well and gen
high funding allocations. They will also receive applications that barely qualifiec
baseline funding. The quality of state planning and execution capability varies

dramatically.

Smart startups will stratify states into tiers based on likely funding allocation,
application quality, existing rural health infrastructure, and receptivity to innov
States with large rural populations, high uncompensated care burdens, and
progressive regulatory environments that score well on technical factors represe
one targets. These states will receive substantial funding allocations and have bc

capability and motivation to deploy capital effectively.

The application process itself creates early intelligence opportunities. States mu
submit applications by November 5, 2025 that detail specific initiatives, target

populations, implementation timelines, and outcome metrics. These application
become public documents. Reading state applications provides direct insight int
procurement priorities, budget allocations across initiative categories, and evalu
criteria states will use for vendor selection. Companies that thoroughly analyze :
applications and tailor positioning accordingly will dramatically outperform thc

using generic sales approaches.

Stakeholder engagement matters immensely in this context. State applications
demonstrate consultation with rural providers, patient advocates, tribal health
organizations, and other community stakeholders. States with robust stakeholde

engagement processes will make better technology decisions and achieve better



implementation outcomes. Startups should identify and build relationships with
stakeholder groups that influence state decision-making, particularly state prim

care associations, rural hospital associations, and state offices of rural health.

The governance structures states establish for program management create criti
access points. States will designate a principal investigator or program director »
manages program oversight. This individual becomes the single most important
relationship for vendors operating in that state. Additionally, states will likely

establish advisory committees or working groups focused on specific initiative a
Participating in these working groups, either directly or through partners, provi

ongoing visibility into state priorities and upcoming procurement opportunities

Procurement timelines vary by state, but certain patterns will likely emerge. Sta
receiving award notifications in late December 2025 will face immediate pressur
initiate Budget Period 1 spending. Most states will require formal procurement
processes for significant technology investments, with RFP development, vendoi
selection, and contract negotiation consuming several months. Companies that €
early, help states refine procurement requirements, and position solutions befor
RFPs are released will have substantial advantages over competitors responding

to RFP postings.

The cooperative agreement structure between CMS and states introduces ongoir
oversight and reporting requirements that create opportunities for third-party
vendors. States must submit quarterly or semi-annual progress reports detailing
initiative implementation status, milestone achievement, spending patterns, and
outcome metrics. States will need support developing reporting frameworks,
collecting outcome data, and demonstrating progress against application
commitments. Companies offering program evaluation, outcomes measurement,
reporting solutions can capture meaningful share of wallet by reducing state

administrative burden.

Partnership models deserve careful consideration. In many states, the Medicaid
agency will serve as the lead entity administering the program, but other agencice

including departments of health, offices of rural health, and workforce developr



agencies may play significant roles. Understanding the political dynamics and
interagency relationships within target states helps identify the most effective
partnership paths. Some states may prefer working with academic medical cente
state hospital associations as intermediaries rather than contracting directly wit
technology vendors. Flexibility in partnership structures expands addressable

opportunities.

Geographic prioritization requires balancing market size against competitive
intensity. Large states with substantial rural populations like Texas, California,
Pennsylvania, and North Carolina will attract intense vendor competition and li
have sophisticated procurement capabilities and high performance expectations,
Smaller states with fewer rural residents may offer less total revenue potential b
also less competition and more opportunities to become a meaningful partner in
program success. Portfolio approaches that mix high-value competitive markets

lower-competition relationship-driven markets likely optimize outcomes.

Category-Specific Opportunities for
Startups

Different solution categories face different opportunity profiles based on progra
structure, scoring methodology, and implementation timelines. Understanding t
category-specific dynamics helps companies allocate resources and refine produs

positioning.

Virtual care infrastructure represents one of the highest-value categories given t
3.75% technical score weight for remote care services and the state policy action
component that incentivizes regulatory reform. States will invest in comprehens
telehealth platforms, remote patient monitoring programs, virtual urgent care,

specialty teleconsultation, and hospital-at-home services. The key differentiator
building solutions that work in challenging rural contexts with limited broadbai

older patient populations, and resource-constrained provider organizations.

Companies in this space should emphasize asynchronous capabilities that functi

despite connectivity limitations, user experience designed for less tech-savvy



populations, and integration with existing rural provider workflows. The busine
model likely involves per-member-per-month subscription pricing or usage-base
rather than large upfront capital expenditures. States will favor vendors offering
managed services that handle implementation, training, and ongoing support rat

than technology-only solutions requiring significant state resources to operation

Workforce solutions addressing the talent recruitment and retention factor face
interesting positioning challenges. States will fund traditional loan repayment

programs, but the technical scoring rewards innovation beyond standard approa
The most promising opportunities involve marketplace platforms connecting ru
facilities with clinical staff, virtual staffing models that allow specialists to serve
multiple rural facilities, and workforce development programs creating pathway

from rural communities into clinical careers.

The sustainable business model challenge is acute here. States will fund workfos
initiatives during the five-year program, but these initiatives must demonstrate
sustainability beyond program funding to score well on evaluation criteria.
Companies should position solutions that reduce ongoing workforce costs throu
efficiency gains or generate revenue through improved patient access and clinicz:
productivity. Pure subsidy models that collapse when grant funding ends will nc

satisfy state sustainability requirements.

Population health and preventive care platforms benefit from the 3.75% weight «
population health clinical infrastructure and health and lifestyle initiatives. Stat
will establish community health worker programs, pharmacist-led preventive ca
mobile health units, and other alternative access points. Technology companies «
capture value by providing the infrastructure enabling these programs to scale

efficiently.

The critical success factor is demonstrating measurable outcomes within compr
timelines. States need to show meaningful progress on outcome metrics by 2028
maintain funding allocations in later budget periods. Solutions must deliver rap
behavior change, clinical improvement, or utilization reduction to satisfy state

evaluation requirements. Companies with existing evidence bases from prior



implementations and rigorous measurement capabilities will substantially outpe

competitors relying on theoretical impact claims.

Provider payment optimization and revenue cycle tools address the Medicaid pr:
payment incentives factor. Rural providers face severe financial pressures, and si
will invest in initiatives improving provider financial sustainability. Technology
companies can help providers maximize reimbursement, reduce denied claims,

accelerate payment cycles, and identify new revenue opportunities.

The opportunity extends beyond traditional revenue cycle management. States n
implement value-based payment models, bundled payments, or supplemental pa
programs for rural providers. Technology platforms that help providers succeed
alternative payment models, document quality performance, and manage popula
health risk become valuable infrastructure. The business model likely involves

performance-based pricing tied to revenue improvement or cost reduction rathe

fixed subscription fees.

Data infrastructure and analytics platforms serve dual purposes of satisfying the
3.75% data infrastructure technical score factor and enabling states to demonstr
outcomes required for initiative-based score improvement. States need compreh
data collection, aggregation, analysis, and reporting capabilities across all progr:
initiatives. This creates opportunities for data warehouse and analytics platform

reporting automation tools, and decision support systems.

The challenge is differentiating from existing health IT vendors and state Medic
systems. Successful positioning emphasizes rural-specific capabilities, rapid
deployment timelines, and flexibility to integrate with heterogeneous state techr
environments. The business model likely involves multi-year managed services
contracts providing ongoing analytics support rather than one-time software

licensing.

Consumer-facing health technology addresses the 3.75% consumer-facing tech s
factor but faces adoption challenges in rural markets. States will fund patient pc

appointment scheduling tools, medication adherence apps, remote monitoring



devices, and care navigation platforms. The differentiator is proven ability to acl
adoption among rural populations despite digital literacy, connectivity, and acce

barriers.

Companies should emphasize multichannel approaches combining apps with cal
centers, mail communications, and in-person support. Evidence of successful ru
deployment and adoption metrics becomes table stakes. The pricing model likel
involves per-member fees paid by states or providers rather than direct consume

payment, given socioeconomic characteristics of many rural populations.

Partnership Models and Channel Strate

Direct sales to state governments represents one channel strategy, but multiple
partnership models can accelerate market entry and reduce sales cycle friction.
Understanding the ecosystem of rural health organizations, existing state contra

and potential channel partners helps companies access opportunities more effici

State primary care associations and rural health associations exist in most states
maintain close relationships with state Medicaid agencies and offices of rural he
These organizations often serve as intermediaries for federal and state grant
programs, providing technical assistance to rural providers and coordinating mu
site initiatives. Partnerships with state associations can provide immediate credi
access to provider networks, and streamlined implementation across multiple

facilities.

Academic medical centers with rural health research programs represent anothe
valuable partnership path. Many states will look to academic partners for evalua
support, clinical expertise, and program management capabilities. Technology

vendors partnering with academic medical centers can access state opportunitie
through these established relationships while gaining research partnerships thar

strengthen evidence generation and outcomes measurement.

Managed care organizations serving Medicaid populations in rural areas have di

financial incentives to improve rural provider capabilities and patient outcomes.



MCOs may serve as implementation partners for state initiatives, particularly th
focused on care coordination, population health management, and alternative

payment models. Technology vendors can access state program funding through
partnerships while building commercial relationships that persist beyond the fix

year program window.

Federal qualified health centers and rural health clinics represent critical rural «
delivery infrastructure. States will channel significant funding through these pr
organizations. Technology vendors that establish relationships with FQHC and
networks can become preferred implementation partners as these organizations

receive state funding for capability expansion and technology deployment.

Tribal health organizations will play important roles in states with significant N
American populations. State applications must demonstrate tribal consultation :
engagement. Technology companies with experience serving tribal populations ¢
relationships with Indian Health Service or tribal health organizations can

differentiate themselves when states evaluate vendor capability to serve diverse 1

populations.

Existing state contractors in areas like Medicaid management information systei
quality improvement organizations, and health information exchanges have

established relationships and ongoing contracts with states. Rather than compet
directly, technology companies might partner with these incumbents to expand 1
solution portfolios and capture new revenue streams from rural health transforn

funding.

The channel strategy should consider different approaches for different state tie
large sophisticated states with strong program management capabilities, direct

engagement and prime contractor relationships may be appropriate. In smaller s
with limited administrative resources, partnering with established intermediarie
can manage implementation and ongoing support may be more effective. Portfol

approaches that combine direct and partner-led channels optimize market cover

Common Pitfalls and Risk Factors



Several categories of failure modes threaten startup success in this market, and
understanding these risks helps companies structure appropriate mitigation

strategies.

Misunderstanding the buyer represents a fundamental error. The economic buys
state government agency, not a health system or physician practice. State procur
follows formal processes with legal requirements, competitive bidding procedur
and political considerations. Companies accustomed to selling to healthcare pro
often struggle with government contracting requirements including elaborate R
responses, certified cost and pricing data, Federal Acquisition Regulation compl

and multi-month contract negotiation processes.

Underestimating state capability variation creates significant execution risk. Sor
states have sophisticated Medicaid programs, strong health IT infrastructure, ar
experienced program management teams. These states will develop high-quality
applications, receive large funding allocations, and execute effectively. Other sta
have weaker administrative capabilities, less developed rural health infrastructu
and may struggle with program implementation. Companies that pursue

opportunities in low-capability states face elevated risks of delayed procuremen

poor program execution, and ultimately unspent funds getting clawed back by C

Ignoring sustainability requirements reflects misunderstanding of program eval
criteria. States must demonstrate that initiatives will produce lasting impact bey
the five-year funding window. Technology solutions requiring ongoing subsidies
maintain operations will score poorly on sustainability criteria and may not rece
funding even if otherwise compelling. Companies must articulate clear paths to
financial sustainability through revenue generation, cost reduction, or integratic

permanent state programs.

Focusing excessively on technology capabilities rather than outcomes creates
positioning problems. State applications must specify measurable outcomes at ¢
and community levels, with meaningful outcome reporting expected by 2028. St:

will prioritize vendors that help them demonstrate concrete results over vendor:



sophisticated technology but unclear impact. Companies should lead with outco

and evidence, not features and technical specifications.

Underinvesting in government affairs and stakeholder engagement limits marke
access. State decision-making involves multiple stakeholders including rural prc
associations, patient advocacy groups, tribal organizations, and legislative comm
Companies that focus narrowly on product demonstrations and technical evalua
without building broader stakeholder support will lose opportunities to compet

with stronger relationship networks and political capital.

Misaligning pricing models with state budget cycles and procurement constrain
creates deal friction. States receive funding in defined budget periods with two-
spending windows. Solutions requiring large upfront capital expenditures may f
budget allocation challenges, while subscription models with annual recurring

payments align better with state financial planning. Companies should offer flex

pricing options that accommodate state procurement preferences.

Failing to plan for long sales cycles causes cash flow problems and resource allos
issues. State procurement processes typically extend six to twelve months from F
release to contract execution. Companies burning cash to pursue state opportun
without adequate runway to sustain extended sales cycles face existential risks.

Conservative financial planning that assumes longer-than-expected timelines he

companies survive the government sales motion.

Overlooking compliance and regulatory requirements creates implementation

barriers. State contracts will include extensive compliance provisions covering d
security, privacy, accessibility, and financial reporting. Companies without estab
government contracting compliance programs face steep learning curves and po
contract performance issues. Early investment in compliance infrastructure and

experienced government contracting personnel pays dividends.

Building Sustainable Business Models
Beyond Program Funding



The five-year program window creates both opportunities and challenges for
sustainable business model development. Companies that position solutions as t
funding to permanent state programs or commercial sustainability will dramatic

outperform those treating the program as short-term grant revenue.

The strongest positioning emphasizes how program funding enables initial

deployment and evidence generation that supports transition to sustainable

reimbursement models. For example, a remote patient monitoring company mig.
program funds to deploy infrastructure and demonstrate reduced hospitalizatio
among rural Medicare and Medicaid populations. This evidence base then suppc
applications for Medicare RPM reimbursement, Medicaid state plan amendmen
creating permanent RPM benefits, or commercial contracts with Medicare Adva

and Medicaid managed care plans serving rural markets.

Integration with existing payment and delivery systems creates sustainability pa
Solutions that embed within Medicaid managed care contracts, Medicare Advan
supplemental benefits, or commercial insurance value-based payment programs
transition from program funding to permanent reimbursement. States will favor
vendors with clear strategies for integration into existing payment mechanisms 1

than indefinite dependence on state subsidies.

Creating provider value propositions independent of state funding enables
commercial sustainability. Technology that helps rural providers increase revent
reduce costs, improve quality performance, or enhance workforce productivity
generates return on investment justifying ongoing provider investment. Progran
funding that subsidizes initial deployment and change management costs can
accelerate adoption, but the underlying provider economics must support contir

use after subsidies end.

Building platform businesses that generate network effects and lock-in improve:
sustainability prospects. Solutions that become more valuable as more users joir
network create switching costs and competitive moats. For example, a clinician

marketplace connecting rural facilities with specialists becomes more valuable t



facilities and clinicians as the network grows, creating sustainable economics

independent of grant funding.

Developing data assets and analytics capabilities that produce ongoing value str
supports business model sustainability. Companies that aggregate meaningful rt
health data, generate population health insights, or develop predictive algorithn
monetize these capabilities beyond initial program implementation. States and ¢
stakeholders may pay for ongoing access to data, analytics, and benchmarking ey

after program funding expires.

The program structure with rescoring of initiative-based factors based on outco
achievement creates incentives for vendors to deliver measurable results. Comps
that help states demonstrate strong outcomes and achieve milestone targets will
benefit from increasing state funding allocations in later budget periods. This ci
opportunities to expand implementations, add services, and capture growing she

wallet as successful states receive larger allocations.

Exit and acquisition opportunities merit consideration. Strategic acquirers inclu
health systems, payers, pharmacy benefit managers, and large health IT vendors
view companies with established state relationships and rural provider networks
attractive acquisition targets. The program creates a defined window to build

substantial market presence that could support exits to strategic buyers seeking

market access.

Understanding the broader rural health market opportunity beyond the progran
itself matters for long-term business planning. The fundamental challenges faci;
rural healthcare delivery will persist beyond 2031. Rural hospital closures, work
shortages, and access barriers represent structural problems requiring ongoing

solutions. Companies that build capabilities addressing these enduring challeng
position themselves for multi-decade market opportunities regardless of specific

government funding programs.

The program also creates demonstration opportunities that can influence broadze

healthcare policy and reimbursement. Successful models developed through stat



initiatives may inform federal policy changes, new Medicare benefits, or comme:
payer strategies. Companies should view the program not just as a revenue
opportunity but as a platform for proving business models and shaping future

healthcare delivery and payment systems.

State governments represent an expanding market for healthcare technology bey
this specific program. States are increasingly active in healthcare policy innovati
purchasing coverage for employees and Medicaid populations, and investing in

population health infrastructure. Companies that develop strong state relationsl]
and government contracting capabilities through the rural health transformatios

program can leverage these capabilities across broader state healthcare opportu

The rural healthcare provider market itself offers commercial opportunities
independent of government funding. Rural hospitals, health systems, FQHCs, ar
physician practices face significant operational and financial challenges requirir
technology solutions. Companies that develop expertise serving rural providers :
build distribution channels reaching these fragmented markets can pursue

commercial sales alongside government-funded implementations.

Ultimately, the most successful companies will view the Rural Health Transform
Program as a catalyst for building enduring businesses addressing fundamental
healthcare challenges rather than as a discrete five-year grant opportunity. The
program provides unprecedented capital to validate business models, achieve sc:
generate evidence, and build distribution, but long-term success requires
transitioning from program dependence to sustainable commercial or reimburse
based business models. Companies with this strategic perspective will make diff
product, pricing, and partnership decisions than those pursuing short-term grar

revenue maximization.
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