
S.S. 137 (S-1) & 138 (S-lh REVISED FIRST rIS TAX REFUND: CHILD PLACEMENT 

~\ 
5 FA .. ~ 1 BILL ANALYSIS IEQ1\f10 

Senate Fiscal Agency • Lansing, Michigan 48909 • (517) 373-5383 APR 1 7 19Bg 

Mlt!h, Stat,.,_ I "W l :1, ·" ~" 11.1ra,y 

Senate Bill 137 (Substitute S-1 as passed by the Senate) 
Senate Bill 138 (Substitute S-1 as passed by the Senate) 
Sponsor: Senator Rudy J. Nichols (Senate Bill 137) 

Senator Norman D. Shinkle (Senate Bill 138) 
Committee: Judiciary 

Date Completed: 3-10-89 

RATIONALE 

Under both the juvenile code and Code of 
Criminal Procedure, an order committing a 
juvenile to care outside of his or her own home 
must contain a provision for the parent, 
guardian, custodian, or child to reimburse the 
cost of care or service. Although neither 
statute provides specifically for enforcement of 
such an order, a reimbursement order that is 
not obeyed can be enforced through contempt 
of court proceedings. Contempt proceedings, 
however, necessarily occupy the court's time 
and resources and may be an inefficient 
method of exacting payment. It has been 
suggested, therefore, that courts intercept the 
tax refund of a delinquent payer to recover the 
costs of out-of-home placement, and some 
courts allegedly have begun to do so already. 
Reportedly, however, the State Court 
Administrative Office, when reviewing a form 
that had been drafted for use with interception 
orders, discovered that there was no statutory 
authority for courts to intercept tax refunds for 
foster care arrearages. 

CONTENT 

Senate Bills 137 (S-1) and 138 (S-1) would 
amend the juvenile code and the Code of 
Criminal Procedure, respectively, to allow a 
court in cases of delinquent accounts, to enter 
an order to intercept the State or Federal 
income tax refund of a parent, guardian, 
custodian, or child and to initiate the offset 
proceeding necessary to recover the cost of care 
or services for a juvenile commit~ to State or 

court jurisdiction. Senate Bill 137 (S-i) would 
grant such authority to the Probate Court and 
Senate Bill 138 (S-1) would grant the authority 
to a Circuit Court. The bills are tie-barred to 
each other. 

MCL 712A.18 (Senate Bill 137) 
769.1 (Senate Bill 138) 

BACKGROUND 

Under the juvenile code, if a juvenile court 
finds that a child is within Chapter 12A of the 
code (a juvenile accused of violating the law, a 
status offender, or an abused or neglected 
child), the court can place the child in a 
suitable foster care home, place the child in a 
State-licensed or -approved private institution, 
commit the child to a public institution, or take 
other action. The Code of Criminal Procedure 
provides that a court having jurisdiction over a 
juvenile can commit the juvenile to a State 
institution or agency established for the care of 
State wards (e.g., detention facility, youth 
camp, halfway house, or group home), or 
impose any other sentence provided by law for 
an adult offender. (Under recent amendments 
to the law concerning juvenile offenders, a 
prosecutor may choose to prosecute either in 
juvenile court or in a court of general criminal 
jurisdiction if a juvenile is accused of certain 
serious assaultive or drug-related offenses. If 
such a juvenile is tried in general criminal 
court, he or she can be placed in either a 
juvenile facility or an adult correctional 
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RATIONALE 

Under both the juvenile code and Code of 
Criminal Procedure, an order committing a 
juvenile to care outside of his or her own home 
must contain a provision for the parent, 
guardian, custodian, or child to reimburse the 
cost of care or service. Although neither 
statute provides specifically for enforcement of 
such an order, a reimbursement order that is 
not obeyed can be enforced through contempt 
of court proceedings. Contempt proceedings, 
however, necessarily occupy the court's time 
and resources and may be an inefficient 
method of exacting payment. It has been 
suggested, therefore, that courts intercept the 
tax refund of a delinquent payer to recover the 
costs of out-of-home placement, and some 
courts allegedly have begun to do so already. 
Reportedly, however, the State Court 
Administrative Office, when reviewing a form 
that had been drafted for use with interception 
orders, discovered that there was no statutory 
authority for courts to intercept tax refunds for 
foster care arrearages. 

CONTENT 

Senate Bills 137 (S-1) and 138 (S-1) would 
amend the juvenile code and the Code of 
Criminal Procedure, respectively, to allow a 
court in cases of delinquent accounts, to enter 
an order to intercept the State or Federal 
income tax refund of a parent, guardian, 
custodian, or child and to initiate the offset 
proceeding necessary to recover the cost of care 
or services for a juvenile committed to State or 

court jurisdiction. Senate Bill 137 (S-1) would 
grant such authority to the Probate Court and 
Senate Bill 138 (S-1) would grant the authority 
to a Circuit Court. The bills are tie-barred to 
each other. 

MCL 712A.18 (Senate Bill 137) 
769.1 (Senate Bill 138) 

BACKGROUND 

Under the juvenile code, if a juvenile court 
finds that a child is within Chapter 12A of the 
code (a juvenile accused of violating the law, a 
status offender, or an abused or neglected 
child), the court can place the child in a 
suitable foster care home, place the child in a 
State-licensed or -approved private institution, 
commit the child to a public institution, or take 
other action. The Code of Criminal Procedure 
provides that a court having jurisdiction over a 
juvenile can commit the juvenile to a State 
institution or agency established for the care of 
State wards (e.g., detention facility, youth 
camp, halfway house, or group home), or 
impose any other sentence provided by law for 
an adult offender. (Under recent amendments 
to the law concerning juvenile offenders, a 
prosecutor may choose to prosecute either in 
juvenile court or in a court of general criminal 
jurisdiction if a juvenile is accused of certain 
serious assaultive or drug-related offenses. If 
such a juvenile is tried in general criminal 
court, he or she can be placed in either a 
juvenile facility or an adult correctional 
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facility.) 

Under both statutes, 25% of all amounts 
collected ub.der an order to reimburse the costs 
of out-of-home care must be used to offset the 
administrative cost of collections. The balance 
is divided in the same ratio in which the 
county, State, and Federal government 
participate in the cost of care outside the 
child's home and under State or court 
supervision. 

FISCAL IMPACT 

The bills would result in an increase in 
collections from parents of children who are in 
out-of-home placement. Currently, private 
parental collections have, at best, been negilible. 
The interception of tax refunds would be 
greatest for employed parents (non-Aid to 
Families with Dependent Children groups). 
The increase in collections would offset, or 
decrease reimbursement provided by the 
county-local units of government, State, and 
Federal government. 

ARGUMENTS 

Supporting Argument 
The bills would provide an efficient and 
effective method for recovering deliquent 
amounts owed to reimburse the cost of caring 
for juveniles placed outside their own home. 
Reportedly, less than 1 % of all foster care 
payments are satisfied by parental collections 
(although Wayne County, which has made no 
such collections, accounts for some 60% of all 
foster care payments). The State already 
intercepts State and Federal tax refunds to 
recover child support arrearages, and the 
revenue Act provides for the interception of 
State refunds to satisfy taxpayers' liability to 
the State. In addition to enabling counties, the 
State, and the Federal government to recover 
revenue that is due them, the bill would force 
parents to consider the situation seriously by 
ensuring that they contributed to the cost of 
their children's care. Abusive or negligent 
parents whose children are placed in foster care 
should not be allowed to benefit financially by 
saving the money they otherwise would have 
to spend if the children were in their own 
home. 

Response: While the bills would amend 
Michigan law· to authorize the interception of 

Federal as well as State tax refunds, Federal 
law apparently does not authorize the State to 
intercept Federal refunds to recover foster care 
payments, except in a category of cases in 
which Aid to Families with Dependent Children 
is involved, according to officials within the 
Department of Social Services. 

A8990\8137A 

Legislative Analyst: S. Margules 
Fiscal Analyst: W. Griffieth 

This analysis waa prepared by nonpartisan Senate staff for 
use by the Senate in its deliberations and does not 
constitute an official statement of legislative intent. 
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Under both statutes, 25% of all amounts 
collected under an order to reimburse the costs 
of out-of-home care must be used to offset the 
administrative cost of collections. The balance 
is divided in the same ratio in which the 
county, State, and Federal government 
participate in the cost of care outside the 
child's home and under State or court 
supervision. 

FISCAL IMPACT 

The bills would result in an increase in 
collections from parents of children who are in 
out-of-home placement. Currently, private 
parental collections have, at best, been negilible. 
The interception of tax refunds would be 
greatest for employed parents (non-Aid to 
Families with Dependent Children groups). 
The increase in collections would offset, or 
decrease reimbursement provided by the 
county-local units of government, State, and 
Federal government. 

ARGUMENTS 

Supporting Argument 
The bills would provide an efficient and 
effective method for recovering deliquent 
amounts owed to reimburse the cost of caring 
for juveniles placed outside their own home. 
Reportedly, less than 1% of all foster care 
payments are satisfied by parental collections 
(although Wayne County, which has made no 
such collections, accounts for some 60% of all 
foster care payments). The State already 
intercepts State and Federal tax refunds to 
recover child support arrearages, and the 
revenue Act provides for the interception of 
State refunds to satisfy taxpayers' liability to 
the State. In addition to enabling counties, the 
State, and the Federal government to recover 
revenue that is due them, the bill would force 
parents to consider the situation seriously by 
ensuring that they contributed to the cost of 
their children's care. Abusive or negligent 
parents whose children are placed in foster care 
should not be allowed to benefit financially by 
saving the money they otherwise would have 
to spend if the children were in t he i r own 
home. 

Response; While the bills would amend 
Michigan law to authorize the interception of 

Federal as well as State tax refunds, Federal 
law apparently does not authorize the State to 
intercept Federal refunds to recover foster care 
payments, except in a category of cases in 
which Aid to Families with Dependent Children 
is involved, according to officials within the 
Department of Social Services. 

Legislative Analyst: S. Margules 
Fiscal Analyst: W. Griffieth 

A8990\S137A 
This analysis was prepared by nonpartisan Senate staff for 
use by the Senate in its deliberations and does not 
constitute an official statement of legislative intent. 
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