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representative payee. However, in cer-
tain situations, we will make direct 
payments to a beneficiary under age 18 
who shows the ability to manage the 
benefits. For example, we make direct 
payments to a beneficiary under age 18 
if the beneficiary is— 

(1) Receiving disability insurance 
benefits on his or her own Social Secu-
rity earnings record; or 

(2) Serving in the military services; 
or 

(3) Living alone and supporting him-
self or herself; or 

(4) A parent and files for himself or 
herself and/or his or her child and he or 
she has experience in handling his or 
her own finances; or 

(5) Capable of using the benefits to 
provide for his or her current needs and 
no qualified payee is available; or 

(6) Within 7 months of attaining age 
18 and is initially filing an application 
for benefits. 

[47 FR 30472, July 14, 1982, as amended at 54 
FR 35483, Aug. 28, 1989] 

§ 404.2011 What happens to your 
monthly benefits while we are find-
ing a suitable representative payee 
for you? 

(a) We may pay you directly. We will 
pay current monthly benefits directly 
to you while finding a suitable rep-
resentative payee unless we determine 
that paying you directly would cause 
substantial harm to you. We determine 
substantial harm as follows: 

(1) If you are receiving disability pay-
ments and we have determined that 
you have a drug addiction or alco-
holism condition, or you are legally in-
competent, or you are under age 15, we 
will presume that substantial harm ex-
ists. However, we will allow you to 
rebut this presumption by presenting 
evidence that direct payment would 
not cause you substantial harm. 

(2) If you do not fit any of these cat-
egories, we make findings of substan-
tial harm on a case-by-case basis. We 
consider all matters that may affect 
your ability to manage your benefits in 
your own best interest. We decide that 
substantial harm exists if both of the 
following conditions exist: 

(i) Directly receiving benefits can be 
expected to cause you serious physical 
or mental injury. 

(ii) The possible effect of the injury 
would outweigh the effect of having no 
income to meet your basic needs. 

(b) We may delay or suspend your pay-
ments. If we find that direct payment 
will cause substantial harm to you, we 
may delay (in the case of initial enti-
tlement to benefits) or suspend (in the 
case of existing entitlement to bene-
fits) payments for as long as one month 
while we try to find a suitable rep-
resentative payee for you. If we do not 
find a payee within one month, we will 
pay you directly. If you are receiving 
disability payments and we have deter-
mined that you have a drug addiction 
and alcoholism condition, or you are 
legally incompetent, or you are under 
age 15, we will withhold payment until 
a representative payee is appointed 
even if it takes longer than one month. 
We will, however, as noted in para-
graph (a)(1) of this section, allow you 
to present evidence to rebut the pre-
sumption that direct payment would 
cause you substantial harm. See 
§ 404.2001(b)(3) for our policy on sus-
pending benefits if you are currently 
receiving benefits directly. 

Example 1: Substantial Harm Exists. We are 
unable to find a representative payee for Mr. 
X, a 67 year old retirement beneficiary who 
is an alcoholic. Based on contacts with the 
doctor and beneficiary, we determine that 
Mr. X was hospitalized recently for his 
drinking. Paying him directly will cause se-
rious injury, so we may delay payment for as 
long as one month based on substantial harm 
while we locate a suitable representative 
payee. 

Example 2: Substantial Harm Does Not Exist. 
We approve a claim for Mr. Y, a title II 
claimant who suffers from a combination of 
mental impairments but who is not legally 
incompetent. We determine that Mr. Y needs 
assistance in managing his benefits, but we 
have not found a representative payee. Al-
though we believe that Mr. Y may not use 
the money wisely, there is no indication that 
receiving funds directly would cause him 
substantial harm (i.e., serious physical or 
mental injury). We must pay current bene-
fits directly to Mr. Y while we locate a suit-
able representative payee. 

(c) How we pay delayed or suspended 
benefits. Payment of benefits, which 
were delayed or suspended pending ap-
pointment of a representative payee, 
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can be made to you or your representa-
tive payee as a single sum or in install-
ments when we determine that install-
ments are in your best interest. 

[69 FR 60232, Oct. 7, 2004] 

§ 404.2015 Information considered in 
determining whether to make rep-
resentative payments. 

In determining whether to make rep-
resentative payment we consider the 
following information: 

(a) Court determinations. If we learn 
that a beneficiary has been found to be 
legally incompetent, a certified copy of 
the court’s determination will be the 
basis of our determination to make 
representative payment. 

(b) Medical evidence. When available, 
we will use medical evidence to deter-
mine if a beneficiary is capable of man-
aging or directing the management of 
benefit payments. For example, a 
statement by a physician or other med-
ical professional based upon his or her 
recent examination of the beneficiary 
and his or her knowledge of the bene-
ficiary’s present condition will be used 
in our determination, if it includes in-
formation concerning the nature of the 
beneficiary’s illness, the beneficiary’s 
chances for recovery and the opinion of 
the physician or other medical profes-
sional as to whether the beneficiary is 
able to manage or direct the manage-
ment of benefit payments. 

(c) Other evidence. We will also con-
sider any statements of relatives, 
friends and other people in a position 
to know and observe the beneficiary, 
which contain information helpful to 
us in deciding whether the beneficiary 
is able to manage or direct the man-
agement of benefit payments. 

§ 404.2020 Information considered in 
selecting a representative payee. 

In selecting a payee we try to select 
the person, agency, organization or in-
stitution that will best serve the inter-
est of the beneficiary. In making our 
selection we consider— 

(a) The relationship of the person to 
the beneficiary; 

(b) The amount of interest that the 
person shows in the beneficiary; 

(c) Any legal authority the person, 
agency, organization or institution has 
to act on behalf of the beneficiary; 

(d) Whether the potential payee has 
custody of the beneficiary; and 

(e) Whether the potential payee is in 
a position to know of and look after 
the needs of the beneficiary. 

§ 404.2021 What is our order of pref-
erence in selecting a representative 
payee for you? 

As a guide in selecting a representa-
tive payee, categories of preferred pay-
ees have been established. These pref-
erences are flexible. Our primary con-
cern is to select the payee who will 
best serve the beneficiary’s interest. 
The preferences are: 

(a) For beneficiaries 18 years old or 
older (except those described in para-
graph (b) of this section), our pref-
erence is— 

(1) A legal guardian, spouse (or other 
relative) who has custody of the bene-
ficiary or who demonstrates strong 
concern for the personal welfare of the 
beneficiary; 

(2) A friend who has custody of the 
beneficiary or demonstrates strong 
concern for the personal welfare of the 
beneficiary; 

(3) A public or nonprofit agency or 
institution having custody of the bene-
ficiary; 

(4) A private institution operated for 
profit and licensed under State law, 
which has custody of the beneficiary; 
and 

(5) Persons other than above who are 
qualified to carry out the responsibil-
ities of a payee and who are able and 
willing to serve as a payee for a bene-
ficiary; e.g., members of community 
groups or organizations who volunteer 
to serve as payee for a beneficiary. 

(b) For individuals who are disabled 
and who have a drug addiction or alco-
holism condition our preference is— 

(1) A community-based nonprofit so-
cial service agency which is licensed by 
the State, or bonded; 

(2) A Federal, State, or local govern-
ment agency whose mission is to carry 
out income maintenance, social serv-
ice, or health care-related activities; 

(3) A State or local government agen-
cy with fiduciary responsibilities; 

(4) A designee of an agency (other 
than a Federal agency) referred to in 
paragraphs (b)(1), (2), and (3) of this 
section, if appropriate; or 

VerDate Aug<31>2005 03:06 Apr 29, 2006 Jkt 208063 PO 00000 Frm 00625 Fmt 8010 Sfmt 8010 Y:\SGML\208063.XXX 208063jc
or

co
ra

n 
on

 P
R

O
D

1P
C

62
 w

ith
 C

F
R


