
F e d e r a l  R e s e r v e  B a n k

OF DALLAS

DALLAS, TEXAS 
75265-5906

Notice 96-42

TO: The Chief Operating Officer of 
each financial institution in the 
Eleventh Federal Reserve District

SUBJECT  

Social Security Benefit Payments 

DETAILS

As you may be aware, the Social Security Administration (SSA) recently 
announced plans to change the way monthly Social Security benefits are paid. This 
initiative, called payment cycling, will start with benefits paid to new beneficiaries in 
January 1997. As of this date, SSA will begin using three new payment dates—the 
second, third and fourth Wednesdays of the month. The payment dates for the 50 
million Social Security and Supplemental Security Income (SSI) recipients now on the 
rolls will not change.

ENCLOSURE

Enclosed is an information kit that explains the payment cycling initiative in 
greater detail. Please review this information to determine what effect this initiative will 
have on your institution. I encourage you to share this information with all individuals in 
your organization (especially your Branch staff) that deal with SSA payments or consum
ers cashing SSA checks.

MORE INFORMATION

The Federal Reserve and SSA have a large quantity of kits available for your 
use. If you would like additional kits for your internal distribution or have questions 
about payment cycling, please contact the Public Affairs Department at (214) 922-5254.

Sincerely,

HELEN E. HOLCOMB

FIRST VICE PR ES ID EN T AND Anril29 1996
CH IE F O PER ATIN G  O FF IC ER  ,  1 7 7 U

For additional copies, bankers and others are encouraged to use one of the following toll-free numbers in contacting the Federal 
Reserve Bank of Dallas: Dallas Office (800) 333 -4460; El Paso Branch Intrastate (800) 592-1631, Interstate (800) 351-1012; Houston 
Branch Intrastate (800) 392-4162, Interstate (800) 221-0363; San Antonio Branch Intrastate (800) 292-5810.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



A Message To The Financial And Business Communities

The Social Security Administration (SSA) and 
the D epartm ent of Treasury’s Financial 
M anagement Service (FMS) are changing the 
payment pattern  of benefits for new Social 
Security beneficiaries by adding three new 
payment days each m onth. This initiative is 
known as “paym ent cycling." We are sending you 
this inform ation kit to tell you about payment 
cycling and how it m ight affect your financial 
institution or business.

We are establishing payment cycling so we can 
continue providing world-class service to our 
increasing custom er population. Cycling 
payments will also distribute the receipt of 
benefits and the public’s questions about 
benefits th roughou t the m onth, allowing the 
governm ent to be more responsive to our 
customers. The additional payment days 
alleviate the workload peaks for SSA, FMS, 
financial and business communities.

Phase two of the Administration’s National 
Performance Review (NPR), announced in 
December 1994, called for federal agencies to

provide better service to the public while cutting 
governm ent expenses. For SSA and FMS, this 
means achieving a goal of providing world-class 
public service despite large increases in the 
num ber of beneficiaries. By spreading Social 
Security workloads th roughou t the  m onth, 
payment cycling helps the governm ent and the 
private sector provide better service to our 
increasing custom er population. Payment 
cycling was am ong several proposals SSA 
subm itted to comply with the NPR guidelines, 
and was approved by the Administration.

Beginning with benefit applications taken on or 
after December 1, 1996, the paym ent day for 
new beneficiaries will be either the second, third 
or fourth Wednesday of the m onth. The payment 
date for cu rren t beneficiaries will no t change.

Please read the enclosed information to 
determine what effect payment cycling could 
have on your business. We hope this change 
helps both the governm ent and the private 
sector maintain the high-quality service our 
customers expect.

Shirley S. Chater 
Commissioner of 
Social Security 'VstW'9

Russell D. Morris, Commissioner 

Financial M anagement Service 
Departm ent of the Treasury



General Payment Cycling Information: 
Questions You Can Expect From Beneficiaries

Q. What is payment cycling?

A. Payment cycling is a new initiative by 
the Social Security Administration (SSA) and the 
Department of the Treasury’s Financial Management 
Service (FMS). It adds three new payment days every 
month for people who begin to get Social Security 
after January 1,1997. Payment cycling will not affect 
current beneficiaries.

Q. How will payment cycling help the financial and 
business communities?

A. The cycling of benefits throughout the month 
helps even out the workloads. The release of 50 
million Social Security and Supplemental Security 
Income (SSI) payments at one time causes a surge 
in the workloads of the financial and business 
communities at the beginning of each month. This 
workload includes the expense of providing sufficient 
resources and processing capacity to deal with these 
payments as they flow through the national system. 
In addition, processing the large number of Social 
Security and SSI payments creates a once-a-month 
operational risk— unexpected processing delays or 
problems could adversely affect literally millions of 
Social Security and SSI beneficiaries.

Q. Who is affected by payment cycling?

A. Payment cycling affects people who apply for 
benefits beginning December 1, 1996. They will 
receive their benefit payments on either the second, 
third or fourth Wednesday of each month. The first 
cycled payments will arrive in January 1997. Current 
beneficiaries will continue to get payments at the 
same time—the third day of each month.

Q. Why change the day benefits are paid?

A. The goal is to improve service to the public. The 
change helps SSA and FMS overcome the growing 
difficulties of providing a high level of service to an 
expanding beneficiary population. SSA now makes a 
total of 50 million payments at the beginning of each 
month. This results in a great surge of work during 
the first week of each month. The surge includes 
many visitors to field offices and calls to the toll-free 
800 number to report non-receipt of a check, to

question the amount of a benefit payment or to ask 
about other payment-related matters.

Payment cycling spreads the receipt of benefits 
and the public’s questions about benefits evenly 
throughout the month. Also, the additional payment 
days alleviate the Monday inquiry workload peaks for 
the government when payment dates fall on Fridays 
or Mondays. Also, changing the payment day 
minimizes the number of times payment dates fall on 
weekends or federal holidays.

Payment Cycling -  2000 to 2020
Total Number 
of Beneficaries 
In Millions

80----- ------------------------------------------------------------------------------------------------

2000 2010 2020 

■  Cycled Payments -- 2nd, 3rd and 4th Wednesday 

Si Early Month Payments -1 st & 3rd

Q. What do current and future beneficiaries think of 
payment cycling?
A. SSA asked people in focus groups for their views. 
The current beneficiaries who were asked see the 
need for payment cycling but don’t want it to be 
mandated. The future beneficiaries said they have no 
objections to being paid later in the month, provided 
they are paid at the same time each month.



Q. Will payment cycling affect the amount of a Social 
Security benefit payment?

A. No. Payment cycling will not change the way 
benefits are computed. SSA will continue to follow 
the same rules in determining month of entitlement 
and the benefit amount. People whose benefits are 
cycled will receive the same amount they would 
receive if they were paid on the third of the month.

Q. How will people know when they’ll receive their 
benefit payment?

A. When people apply for benefits, the Social 
Security representative will tell them when to expect 
their benefit payment. The benefit award notice also 
will have this information. The date of birth of the 
primary wage earner on whose record benefits will be 
paid will determine the payment day. Cycled payment 
days fall on the second, third or fourth Wednesday of 
the month.

The payment cycling schedule follows:

Birth Date Payment Day

1st - 10th Second Wednesday
11th - 20th Third Wednesday
21st - 31st Fourth Wednesday

Q. Can new beneficiaries select the day they’ll receive 
their benefit payment?

A. No. To assist the payment cycling process, SSA 
requires new beneficiaries to receive benefits on the 
assigned cycling day.

Q. Can people who currently receive Social Security 
benefits request a different payment date?

A. Yes. Those who currently receive benefits can 
volunteer to have their payment date changed from 
the third of the month to one of the three new 
cycling days, based on the birth-date formula for 
assigning payment days. If other people receive 
benefits on their account, they all must agree, in 
writing, to change the payment date. Once the 
beneficiary has volunteered to change the payment 
date, it is a permanent change. A new beneficiary 
who applies for benefits December 1, 1996, or later 
will not be allowed to change the payment day.

Q. Who can I contact if I have questions about 
payment cycling?
A. For more information about payment cycling you 
can write to:

Social Security Administration 
Office of Financial Policy and Operations 
P.O. Box 17195 
Baltimore, MD 21298-0070 

Or, you may call SSA at:

(410) 965-2671
(410) 965-0390
(410) 965-2863 or
(410) 965-0384 (Fax Number)



How Payment Cycling Affects The Financial And Business Communities

When millions of Social Security beneficiaries 
receive benefit payments at the beginning of 
each m onth , it creates a bulge in the financial 
and business com m unity workload. Cycling 
spreads the receipt of benefit payments 
th roughou t the m onth. As a result, the financial 
and business com m unities can expect changes 
in these areas:

• Future computer processing capacity—
Financial institutions have indicated it is 
necessary to “size” future com puter capacity 
based on the anticipated num ber of Social 
Security direct deposit payments tha t are 
received at the beginning of the m onth. 
Cycling moves the payment of benefits to 
future beneficiaries to later in the month. 
The “spike” of Social Security payments, at 
the beginning of each m onth, stops growing 
as cycling levels the payment patterns 
th roughou t the m onth.

• Check cashing patterns— Most new 
beneficiaries choose direct deposit. But, 
some choose to receive their check in the 
mail and cash it a t a financial institution, 
check casher, or retail food market.
Payment cycling distributes check cashing 
of Social Security benefit checks throughout 
the m onth.

• Consumer purchasing patterns and cash 
flow— Payment cycling changes the time of 
m on th  people receive their benefits. Today, 
beneficiaries make m ost of their retail 
purchases early in the m onth, when they 
receive their benefits. C urrent beneficiaries 
will continue to receive benefits at the 
beginning of the  m onth—  those num bers

will decrease over time. On the o ther hand, 
new beneficiaries will receive benefits 
th roughout the m onth. As a result, retail 
purchasing patterns may change as more 
beneficiaries receive benefits later in the 
m onth.

• Scheduling temporary help— To process the 
large num ber of benefit payments received at 
the beginning of the m onth, some financial 
institutions employ temporary help. After 
payment cycling levels the workloads, 
workforce needs may change.

• Marketing— Many businesses advertise 
products and services during times when 
consumers frequent their stores. Payment 
cycling changes the time of m on th  people 
receive their benefits. Retailers may notice a 
change in the purchasing habits of 
beneficiaries who receive their benefits later 
in the month.

• Automatic bill payer services— Some 
financial institutions and corporations offer 
various forms of autom atic bill payment 
services. Payment cycling may affect these 
programs in several ways.

First, beneficiaries may call you to request 
a change in the debit date against their 
accounts, and financial institutions may 
want to consider more flexibility and 
schedule payments to coincide with the 
receipt of monthly benefits.

Second, the Social Security Administration’s 
decision to schedule payments on the 
second, third or fourth  Wednesday of the 
m onth  may affect autom ated bill payment



programs. The specific date on which the 
second, th ird  or fourth  Wednesday falls 
varies from m onth  to m onth. Payment 
cycling may affect the scheduling of specific 
settlem ent dates for automated debits to 
occur no earlier than  the latest possible 
dates on which the second, third or fourth 
Wednesday occurs.

• Accounts receivable billings— Some
businesses issue bills with a due date at the 
beginning of the m onth. Beneficiaries may 
request a schedule change for billing due 
dates and financial institutions may w ant to 
consider changing this schedule to assist 
Social Security beneficiaries who receive 
their benefits later in the m onth.



Financial Institutions

Direct Deposit Payments To Representative Payees

Effective w ith payments issued in January 1997, 
the Social Security Administration (SSA) and the 
Departm ent of the Treasury’s Financial 
M anagement Service (FMS) will include Addenda 
Records with certain Social Security direct deposit 
benefit payments scheduled for delivery on the 
second, th ird  or fourth  Wednesday of the m onth.

Planned Use Of The Prearranged 
Payment And Deposit Entry (PPD+) Format

SSA issues approximately 10 percent of all Social 
Security benefits to people other than the individ
ual entitled to the benefits. These “representative 
payees” are designated by SSA to act on behalf of 
beneficiaries who are deemed to be incapable of 
handling the ir own monthly benefit payments. In 
many instances, representative payees are institu 
tions such as nursing homes and state hospitals.

Representative payees, particularly institutional 
representative payees, have problems with the lim
ited num ber of characters available in the 
“Individual Name” field of the Entry Detail Record 
of the PPD entry. The field is limited to 22 charac
ters. Typical representative payee legends exceed 
22 characters. An example is the “Utah Dept of 
Health for John Doe”. Because of the field limita
tion, the name of the beneficiary on whose behalf 
the benefit payment is being issued is omitted. An 
example is the “Utah Dept of Health fo”— 22 char
acters. SSA has received num erous complaints 
from institutional representative payees and their 
financial institutions explaining tha t this limita
tion serves as an obstacle to the use of electronic 
fund transfers. As a result, SSA and FMS plan to 
phase in the use of PPD+ transactions for repre
sentative payee payments concurrent w ith the 
start of payment cycling. The inform ation in 
cluded in Field 3 of the Addenda Record will be 
ANSI X12 syntax based.

Example Of Information Included In Field 3 Of The PPD+ Addenda Record Format For Payments To 
An Individual Who Is Serving As A Social Security Representative Payee

N1‘ [ENTITY IDENTIFIER CODE]*[NAME]\N1‘ [ENTITY IDENTIFIER CODE]*[NAME]\_______

FIELD NAME FIELD
REQUIREMENTS

M IN/M AX 
USE

CONTENTS DESCRIPTION

Segment Identifier Mandatory 2/2 N1 Name Segment Identifier

Separator 1/1 * Separator

Entity Identifier Code Mandatory 2/2 GD Guardian

Separator 1/1 * Separator

Name Mandatory 1/22 nnnnnnnnnnnnnnnnnnnnnn Individual Representative 
Payee Name

Delimiter 1/1 \ Delimiter

Segment Identifier Mandatory 2/2 N1 Name Segment Identifier

Separator 1/1 * Separator

Entity Identifier Code Mandatory 2/2 BE Beneficiary

Separator 1/1 * Separator

Name Mandatory 1/22 nnnnnnnnnnnnnnnnnnnnnn Beneficiary Name

Terminator 1/1 \ Terminator



Example Of Information Included In Field 3 Of The PPD+ Addenda 
Record Format For Payments To An Institutional Representative Payee

N1‘ [ENTITY IDENTIFIER CODE]*[NAME]\N1‘ [ENTITY IDENTIFIER 
CODE]*[NAME]*[IDENTIFICATION CODE QUALIFIER]*[IDENTIFICATION CODE]\

FIELD NAME FIELD
REQUIREMENTS

M IN/M AX 
USE

CONTENTS DESCRIPTION

Segment Identifier Mandatory 2/2 N1 Name Segment 
Identifier

Separator 1/1 * Separator

Entity Identifier Code Mandatory 2/2 1U Long Term Care Facility

Separator 1/1 * Separator

Name Mandatory 1/22 nnnnnnnnnnnnnnnnnnnnnn Institutional 
Representative Payee 
Name

Delimiter 1/1 \ Delimiter

Segment Identifier Mandatory 2/2 N1 Name Segment 
Identifier

Separator 1/1 * Separator

Entity Identifier Code Mandatory 2/2 BE Beneficiary

Separator 1/1 * Separator

Name Mandatory 1/22 nnnnnnnnnnnnnnnnnnnnnn Beneficiary Name

Separator 1/1 * Separator

Identification Code 
Qualifier

Mandatory 2/2 34 Social Security Number 
Identifier

Separator 1/1 * Separator

Identification Code Mandatory 9/9 nnnnnnnnn Beneficiary's Social 
Security Number

Terminator 1/1 \ Terminator

Note - Some field lengths under ANSI X12 standards may actually exceed the lengths indicated above. SSA plans to limit the 
the data, however, to the maximum number of characters indicated.

Initial Addenda Records For Cycled 
Representative Payee

Initially, SSA and FMS will not include addenda 
records w ith all direct deposit benefit payments 
made to representative payees. Only payments to 
representative payees affected by cycled benefit 
payments on the second, third  or fourth 
Wednesday of the m onth  will include addenda 
information.

Some time after the inception of paym ent cycling, 
SSA and FMS will expand their use of the PPD+ 
format to include Supplemental Security Income 
and Social Security direct deposit payments to 
representative payees delivered on the  first and 
third  of the m onth. SSA, FMS and the financial 
com munity will continue to work together to 
refine the transaction described in this special 
insert as necessary.




