
 

 

 

 

Background 
 
The Home and Community Based Services (HCBS) Settings Rule, released by the Centers for 
Medicare & Medicaid Services (CMS) in January 2014, will ensure that Medicaid-funded HCBS 
programs1 provide people with disabilities opportunities to live, work, and receive services in 
integrated, community settings where they can fully engage in community life.  

The HCBS Settings Rule is a new Medicaid regulation that defines and describes the residential 
and non-residential settings that are considered to be home and community-based.  The 
purpose of the rule is to ensure that individuals receiving Medicaid funded HCBS have full 
access to the benefits of community living; enhance the quality of HCBS; and provide 
additional protections to participants. The rule is based on thousands of public comments 
reflecting a wide range of perspectives that were gathered over five years of rulemaking.   

Key Issues 
 
Significant aspects of the HCBS Settings Rule include: 

• Ensuring that HCBS settings provide people with disabilities access to the 
broader community and facilitate relationships with people without 
disabilities (other than paid providers and staff). 

• Ensuring that HCBS settings provide people with disabilities control over 
daily life decisions such as what to eat, when to go to sleep, and who 
can visit; with opportunities for competitive integrated employment; 
and with choices about what services they receive and who provides 
them.  

• Assisting states with coming into compliance with the obligation under 
the Americans with Disabilities Act and the U.S. Supreme Court’s 
decision in Olmstead v. L.C. to provide services in the most integrated 
setting.  

The HCBS Settings Rule give states and providers time to implement the new requirements 
through a transition process designed to ensure continuity of services and minimize 
disruptions in services.  The transition process can be as long as five years (until March 2019).  
States are now developing statewide transition plans describing how they will come into 
compliance, seeking public input on their plans, and submitting them to CMS for approval. 
Transition plans must ensure that any necessary changes that occur over the next several 

                                                           
1 Medicaid HCBS programs include Section 1915(c) waivers, 1915(i) State Plan HCBS programs, and the 
1915(k) Community First Choice Option.  
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years will not decrease service capacity and will protect HCBS program participants, including 
that they will not lose services.  

The HCBS Settings Rule is an unprecedented opportunity to support states as they modernize 
their disability service systems. The rule can assist states to expand their capacity for more 
individualized and integrated services and settings, which have been proven to improve 
health, employment, and quality of life outcomes for people with disabilities.  It will also 
assist states to transition away from large, costly congregate settings that research has shown 
can harm the health and well-being of people with disabilities.  For example, across all 
outcome areas, research shows that people living in their own or family home or in very small 
integrated settings, with appropriate supports, were healthier, had increased opportunities to 
make choices related to their daily living, and ranked consistently better in achieving positive 
quality of life outcomes (Nord et al., 2014). Research also indicates that improved health 
reduces state costs and allows for greater access to the community and opportunities for 
employment (Melnyk, Gallagher-Ford, Fineout-Overhold, 2014).  

The HCBS Settings Rule reinforces that HCBS settings must facilitate integration in all aspects 
of community life, provide opportunities for people with disabilities to make decisions about 
their own lives, and prioritize opportunities for employment.  In addition to the rule 
requirements regarding HCBS Settings described above, the rule also:    

• Provides implementing regulations for Section 1915(i) State Plan HCBS, 
including new flexibility to offer expanded HCBS and to target services to 
specific populations.  

• Defines person-centered planning requirements across the section 1915(c) and 
1915(i) HCBS authorities. 

• Provides states with the option to combine coverage for multiple target 
populations into one waiver under section 1915(c), to facilitate streamlined 
administration of HCBS waivers and to facilitate use of waiver design that 
focuses on functional needs.  

• Allows states to use a five-year renewal cycle to align concurrent waivers and 
state plan amendments that serve individuals eligible for both Medicaid and 
Medicare, such as 1915(b) and 1915(c).  

• Provides CMS with additional compliance options beyond waiver termination for 
1915(c) HCBS waiver programs.  
 

Assisting states with successful transition into compliance with the HCBS Settings Rule will 
enhance the lives of thousands of people with disabilities, improve their health, and raise 
their overall quality of life.  The rule has broad support from the disability community.  More 
information about the rule can be found at: www.medicaid.gov/hcbs and 
http://hcbsadvocacy.org/.  The Disabiltiy Policy Seminar partners appreciate the work of the 
HCBS Advocacy Coalition in developing this fact sheet.  

Recommendation 

Congress should support effective implementation of the rule.  
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