Social Security Administration

(ii) A new representative payee is ap-
pointed. When funds remaining in a
dedicated account are returned to us
by the former representative payee, the
new representative payee must estab-
lish an account in a financial institu-
tion into which we will deposit these
funds, even if the amount is less than
that prescribed in §416.546; or

(iii) During a period of suspension
due to ineligibility as described in
§416.1321, administrative suspension, or
a period of eligibility for which no pay-
ment is due.

[47 FR 30475, July 14, 1982, as amended at 61
FR 10278, Mar. 13, 1996; 61 FR 67206, Dec. 20,
1996]

§416.640a Compensation for qualified
organizations serving as represent-
ative payees.

(a) General. A community-based, non-
profit social service agency which
meets the requirements set out in
paragraph (b) of this section may re-
quest our authorization to collect a
monthly fee from a beneficiary for pro-
viding representative payee services.

(b) Organizations that may request com-
pensation. We will authorize an organi-
zation to collect a fee if all the fol-
lowing requirements are met.

(1) It is community-based, i.e., serves
or represents one or more neighbor-
hoods, city or county locales and is lo-
cated within its service area.

(2) It is a nonprofit social service or-
ganization founded for religious, chari-
table or social welfare purposes and is
tax exempt under section 501(c) of the
Internal Revenue Code.

(3) It is bonded or licensed in the
State in which it serves as representa-
tive payee.

(4) It regularly provides representa-
tive payee services concurrently to at
least five beneficiaries. An organiza-
tion which has received our authoriza-
tion to collect a fee for representative
payee services, but is temporarily not a
payee for at least five beneficiaries,
may request our approval to continue
to collect fees.

(5) It was in existence on October 1,
1988.

(6) It is not a creditor of the bene-
ficiary. See paragraph (c) of this sec-
tion for exceptions to this requirement.

§416.640a

(c) Creditor relationship. If an organi-
zation has a creditor relationship with
a beneficiary we may, on a case-by-
case basis, authorize the organization
to collect a fee for payee services not-
withstanding this relationship. To pro-
vide this authorization, we will review
all of the evidence submitted by the or-
ganization and authorize collection of
a fee when:

(1) The services provided by the orga-
nization help to meet the current needs
of the beneficiary; and

(2) The amount the organization
charges the beneficiary for these serv-
ices is commensurate with the bene-
ficiary’s ability to pay.

(d) Authorication process. (1) An orga-
nization must request in writing and
receive an authorization from us before
it may collect a fee.

(2) An organization seeking author-
ization to collect a fee must also give
us evidence to show that it is qualified,
pursuant to paragraphs (b) and (c) of
this section, to collect a fee.

(3) If the evidence provided to us by
the organization shows that the re-
quirements of this section are met, we
will notify the organization in writing
that it is authorized to collect a fee. If
we need more evidence, or if we are not
able to authorize the collection of a
fee, we will also notify the organiza-
tion in writing that we have not au-
thorized the collection of a fee.

(e) Revocation, cancellation and expira-
tion of the authorication. (1) We will re-
voke an authorization to collect a fee if
we have evidence which establishes
that an organization no longer meets
the requirements of this section. We
will issue a written notice to the orga-
nization explaining the reason(s) for
the revocation.

(2) An organization may cancel its
authorization at any time upon written
notice to us.

(f) Notices. The written notice we will
send to an organization authorizing the
collection of a fee will contain an effec-
tive date for the collection of a fee pur-
suant to paragraphs (b) and (c) of this
section. The effective date will be no
earlier than the month in which the or-
ganization asked for authorization to
collect a fee. The notice will be appli-
cable to all beneficiaries for whom the
organization was payee at the time of
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our authorization and all beneficiaries
for whom the organization becomes
payee while the authorization is in ef-
fect.

(g) Limitation on fees. (1) An organiza-
tion authorized to collect a fee pursu-
ant to this section may collect from a
beneficiary a monthly fee for expenses
(including overhead) it has incurred in
providing payee services to a bene-
ficiary if the fee does not exceed the
lesser of—

(i) 10 percent of the beneficiary’s
monthly benefit payments; or

(ii) $25.00 per month.

(2) Any agreement providing for a fee
in excess of the amount permitted
under paragraph (g)(1) of this section
shall be void and treated as misuse of
benefits by the organization of the in-
dividual’s benefits under §416.641.

(3) A fee may be collected for any
month during which the organization—

(i) Provides representative payee
services;

(ii) Receives a benefit payment for
the beneficiary; and

(iii) Is authorized to receive a fee for
representative payee services.

(4) Fees for services may not be
taken from any funds conserved for the
beneficiary by a payee in accordance
with §416.645.

(5) Generally, an organization may
not collect a fee for months in which it
does not receive a benefit payment.
However, an organization will be al-
lowed to collect a fee for months in
which it did not receive a payment if
we later issue payments for these
months and the organization:

(1) Received our approval to collect a
fee for the months for which payment
is made;

(ii) Provided payee services in the
months for which payment is made;
and

(iii) Was the payee when the retro-
active payment was paid by us.

(6) An authorized organization may
not collect a fee for the expenses it in-
curred in providing representative
payee services if these expenses are
paid from another source.

(7) An authorized organization may
collect a fee for representative payee
services from the entire monthly ben-
efit amount received, including any
payment of a federally-administered

20 CFR Ch. lll (4-1-01 Edition)

State supplementary payment under
subpart T of this part.

(8) In the case of an institutionalized
beneficiary a fee may not be withheld
from benefits which must be set aside
for the beneficiary’s personal needs in
accordance with §416.640(c).

[67 FR 23057, June 1, 1992; 57 FR 27091, June
17, 1992]

§416.641 Liability for misuse of benefit
payments.

Our obligation to the beneficiary is
completely discharged when we make a
correct payment to a representative
payee on behalf of the beneficiary. The
payee personally, and not SSA, may be
liable if the payee misuses the bene-
ficiary’s benefits.

§416.645 Conservation and investment
of benefit payments.

(a) General. If payments are not need-
ed for the beneficiary’s current mainte-
nance or reasonably foreseeable needs,
they shall be conserved or invested on
behalf of the beneficiary. Conserved
funds should be invested in accordance
with the rules followed by trustees.
Any investment must show clearly
that the payee holds the property in
trust for the beneficiary.

Example: A State institution for mentally
retarded children, which is receiving Med-
icaid funds, is representative payee for sev-
eral beneficiaries. The checks the payee re-
ceives are deposited into one account which
shows that the benefits are held in trust for
the beneficiaries. The institution has sup-
porting records which show the share each
individual has in the account. Funds from
this account are disbursed fairly quickly
after receipt for the personal needs of the
beneficiaries. However, not all those funds
were disbursed for this purpose. As a result,
several of the beneficiaries have significant
accumulated resources in this account. For
those beneficiaries whose benefits have accu-
mulated over $150, the funds should be depos-
ited in an interest-bearing account or in-
vested relatively free of risk on behalf of the
beneficiaries.

(b) Preferred investments. Preferred in-
vestments for excess funds are U.S.
Savings Bonds and deposits in an inter-
est or dividend paying account in a
bank, trust company, credit union, or
savings and loan association which is
insured under either Federal or State
law. The account must be in a form
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