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STATE PLAN AMENDMENT 25-0039: TEFRA OPT OUT
Dear Ms. Miller:

The Department of Health Care Services (DHCS) is submitting State Plan Amendment
(SPA) 25-0039 for your review and approval. This SPA proposes to opt out of imposing
pre-death liens under the Tax Equity and Fiscal Responsibility Act (TEFRA). DHCS
seeks an effective date of January 1, 2026, for this SPA.

Since the passage of TEFRA, states have had the option to utilize TEFRA liens. Since
1994, California elected to include TEFRA liens in the Medicaid State Plan at Section
4.17, p.53 (Liens and Adjustments or Recoveries).

The State Medicaid Manual, Section 3810, subsection F, states: “You are not required
to use TEFRA liens in §1917(a) of the Act. Section 13612 of OBRA 1993 did not
mandate the use of TEFRA liens. The TEFRA liens allow you to place liens on certain
types of property and recover specific types of payments as described in subsection
F.1.and F.2.”

Accordingly, this SPA proposes to update the State Plan, Section 4.17, page 53 to
unselect and opt out of pre-death TEFRA liens.

A Public Notice regarding SPA 25-0039 was published on December 4, 2025.
DHCS has determined that a Tribal notice is not necessary for this proposal because it

does not impact standards for setting payment rates for Indian Health Programs and
Urban Indian Organizations.
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Included in this submission are the following documents:

e CMS 179 Form
e Public Notice
e Revised State Plan, Section 4.17, p.53 (redline and clean versions)

If you have any questions or need additional information, please contact Oksana Hill,
Chief, Third Party Liability and Recovery Division, at (916) 938-4226 or by email at
Oksana.Hill@DHCS.ca.gov.

Sincerely,

Tyler Sadwith

State Medicaid Director

Chief Deputy Director, Health Care Programs
California Department of Health Care Services

Enclosures

cC: Lindy Harrington
Assistant State Medicaid Director
Director’s Office
Department of Health Care Services
Lindy.Harrington@dhcs.ca.gov

Saralyn M. Ang-Olson, JD, MPP
Chief Compliance Officer

Office of Compliance

Department of Health Care Services
Saralyn.Ang-Olson@dhcs.ca.gov

Bill Otterbeck

Deputy Director

Program Operations

Department of Health Care Services
Bill. Otterbeck@DHCS.ca.gov

Oksana Hill, Chief

Third Party Liability and Recovery Division
Department of Health Care Services
Oksana.Hill@DHCS.ca.gov
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State/Territory: California

Citation

42 CFR 433.36 (c)

1902 (a) (18) and

1917 (a) and (b) of the Act

4.17 Liens and Adjustments or Recoveries

(a) Liens

||><1

The State imposes liens against an individual's real
property on account of medical assistance
paid or to be paid.

The State complies with requirements of section 1917
(a) of the ct and regulations at 42 CFR 433.36 (¢) — (g)
with respect to any lien imposed against the property of
any individual prior to his death on account of medical
assistance paid or to be paid on his or her behalf

The State imposes liens on real property on account of
benefits incorrectly paid.

The State imposes TEFRA liens 1917 (a) (i) (B) on real
property of an individual who is an inpatient of a nursing
facility, ICF/MR, or other medical institutions, where the
individual is required to contribute toward the cost of
institutional care all but a minimal amount of income for
personal needs.

The procedures by the State for determining that an
institutionalized individual cannot reasonably be
expected to be discharged are specified in Attachment
4.17-A (NOTE: If the State indicates in its State plan
that it is imposing TEFRA liens, then the State is
required to determine whether an institutionalized
individual is permanently institutionalized and afford
these individuals notice, hearing procedures, and due
process requirements. )

The State imposes liens on both real and personal
property of an individual after the individual’s death.

TN No. 25-0039
Supersedes
TN No. 01-002

Approval Date:

Effective Date: January 1, 2026
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