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your average monthly wage in the ben-
efit table in appendix III. 

(c) Then we apply any automatic 
cost-of-living or ad hoc increases in pri-
mary insurance amounts that have be-
come effective in or after the year you 
reached age 62.

§ 404.232 Computing your average 
monthly wage under the guaran-
teed alternative. 

(a) General. With the exception de-
scribed in paragraph (b) of this section, 
we follow the rules in § 404.221 to com-
pute your average monthly wage. 

(b) Exception. We do not use any year 
after the year you reach age 61 as a 
computation base year in computing 
your average monthly wage for pur-
poses of the guaranteed alternative.

§ 404.233 Adjustment of your guaran-
teed alternative when you become 
entitled after age 62. 

(a) If you do not become entitled to 
benefits at the time you reach age 62, 
we adjust the guaranteed alternative 
computed for you under § 404.232 as de-
scribed in paragraph (b) of this section. 

(b) To the primary insurance amount 
computed under the guaranteed alter-
native, we apply any automatic cost-
of-living or ad hoc increases in primary 
insurance amounts that go into effect 
in the year you reach age 62 and in 
years up through the year you become 
entitled to benefits. (See appendix VI 
for a list of the percentage increases in 
primary insurance amounts since De-
cember 1978.)

Example: Mr. C reaches age 62 in January 
1981 and becomes entitled to old-age insur-
ance benefits in April 1981. He had no social 
security earnings before 1951 and his year-by-
year social security earnings after 1950 are as 
follows:

Year Earnings 

1951 ................................................................... $3,600
1952 ................................................................... 3,600
1953 ................................................................... 3,600
1954 ................................................................... 3,600
1955 ................................................................... 4,200
1956 ................................................................... 4,200
1957 ................................................................... 4,200
1958 ................................................................... 4,200
1959 ................................................................... 4,800
1960 ................................................................... 4,800
1961 ................................................................... 4,800
1962 ................................................................... 4,800
1963 ................................................................... 4,800
1964 ................................................................... 4,800
1965 ................................................................... 4,800

Year Earnings 

1966 ................................................................... 6,600
1967 ................................................................... 6,600
1968 ................................................................... 7,800
1969 ................................................................... 7,800
1970 ................................................................... 7,800
1971 ................................................................... 7,800
1972 ................................................................... 9,000
1973 ................................................................... 10,800
1974 ................................................................... 13,200
1975 ................................................................... 14,100
1976 ................................................................... 15,300
1977 ................................................................... 16,500
1978 ................................................................... 17,700
1979 ................................................................... 22,900
1980 ................................................................... 25,900
1981 ................................................................... 29,700

Mr. C’s elapsed years are the 30 years 1951 
through 1980. We subtract 5 from his 30 
elapsed years to find that we must use 25 
benefit computation years in computing his 
average monthly wage. His computation base 
years are 1951 through 1980 which are years 
after 1950 up to the year he reached age 62. 
We will use his 25 computation base years 
with the highest earnings to compute his av-
erage monthly wage. Thus, we exclude the 
years 1951–1955. The year 1981 is not a base 
year for this computation. 

We total his earnings in his benefit com-
putation years and get $236,000. We then di-
vide by the 300 months in his 25 benefit com-
putation years, and find his average monthly 
wage to be $786.66 which is rounded down to 
$786. 

The primary insurance amount in the ben-
efit table in appendix III that corresponds to 
Mr. C’s average monthly wage is $521.70. The 
9.9 percent and 14.3 percent cost of living in-
crease for 1979 and 1980, respectively, are not 
applicable because Mr. C reached age 62 in 
1981. 

The average indexed monthly earnings 
method described in §§ 404.210 through 404.212 
considers all of the earnings after 1950, in-
cluding 1981 earnings which, in Mr. C’s case 
cannot be used in the guaranteed alternative 
method. Mr. C’s primary insurance amount 
under the average indexed earnings method 
is $548.40. Therefore, his benefit is based upon 
the $548.40 primary insurance amount. As in 
the guaranteed alternative method, Mr. C is 
not entitled to the cost of living increases 
for years before the year he reaches age 62.

OLD-START METHOD OF COMPUTING 
PRIMARY INSURANCE AMOUNTS

§ 404.240 Old-start method—general. 
If you had all or substantially all 

your social security earnings before 
1951, your primary insurance amount 
computed under the ‘‘1977 simplified 
old-start’’ method may be higher than 
any other primary insurance amount 
computed for you under any other 
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method for which you are eligible. As 
explained in § 404.242, if you reach age 
62 after 1978, your primary insurance 
amount computed under the old-start 
method is used, for purposes of the 
guaranteed alternative described in 
§ 404.230, if the old-start primary insur-
ance amount is higher than the one 
found under the average-monthly-wage 
method. We may use a modified com-
putation, as explained in § 404.243, if 
you are entitled to a pension based on 
your employment which was not cov-
ered by Social Security. 

[47 FR 30734, July 15, 1982, as amended at 52 
FR 47917, Dec. 17, 1987]

§ 404.241 1977 simplified old-start 
method. 

(a) Who is qualified. To qualify for the 
old-start computation, you must meet 
the conditions in paragraphs (a) (1), (2), 
or (3) of this section: 

(1) You must— 
(i) Have one ‘‘quarter of coverage’’ 

(see §§ 404.101 and 404.110 of this part) 
before 1951; 

(ii) Have attained age 21 after 1936 
and before 1950, or attained age 22 after 
1950 and earned fewer than 6 quarters of 
coverage after 1950; 

(iii) Have not had a period of dis-
ability which began before 1951, unless 
it can be disregarded, as explained in 
§404.320 of this part; and, 

(iv) Have attained age 62, become dis-
abled, or died, after 1977. 

(2)(i) You or your survivor becomes 
entitled to benefits for June 1992 or 
later; 

(ii) You do not meet the conditions in 
paragraph (a)(1) of this section, and, 

(iii) No person is entitled to benefits 
on your earnings record in the month 
before the month you or your survivor 
becomes entitled to benefits. 

(3) A recomputation is first effective 
for June 1992 or later based on your 
earnings for 1992 or later. 

(b) Steps in old-start computation. (1) 
First, we allocate your earnings during 
the period 1937–1950 as described in 
paragraph (c) of this section. 

(2) Next, we compute your average 
monthly wage, as described in para-
graph (d) of this section. 

(3) Next, we apply the old-start for-
mula to your average monthly wage, as 

described in paragraph (e)(1) of this 
section. 

(4) Next, we apply certain increments 
to the amount computed in step (3), as 
described in paragraph (e)(2) of this 
section. 

(5) Next, we find your primary insur-
ance amount in the benefit table in ap-
pendix III, as described in paragraph 
(f)(1) of this section. 

(6) Then, we apply automatic cost-of-
living or ad hoc increases in primary 
insurance amounts to the primary in-
surance amount found in step (5), as de-
scribed in paragraph (f)(2) of this sec-
tion. 

(c) Finding your computation base 
years under the old-start method. (1) In-
stead of using your actual year-by-year 
earnings before 1951, we find your com-
putation base years for 1937–1950 (and 
the amount of earnings for each of 
them) by allocating your total 1937–
1950 earnings among the years before 
1951 under the following procedure: 

(i) If you reached age 21 before 1950 
and your total 1937–1950 earnings are 
not more than $3,000 times the number 
of years after the year you reached age 
20 and before 1951 (a maximum of 14 
years), we allocate your earnings 
equally among those years, and those 
years are your computation base years 
before 1951. 

(ii) If you reached age 21 before 1950 
and your total 1937–1950 earnings are 
more than $3,000 times the number of 
years after the year you reached age 20 
and before 1951, we allocate your earn-
ings at the rate of $3,000 per year for 
each year after you reached age 20 and 
before 1951 up to a maximum of 14 
years. We credit any remainder in re-
verse order to years before age 21 in 
$3,000 increments and any amount left 
over of less than $3,000 to the year be-
fore the earliest year to which we cred-
ited $3,000. No more than $42,000 may be 
credited in this way and to no more 
than 14 years. Those years are your 
computation base years before 1951. 

(iii) If you reached age 21 in 1950 or 
later and your total pre-1951 earnings 
are $3,000 or less, we credit the total to 
the year you reached age 20 and that 
year is your pre-1951 computation base 
year. 

(iv) If you reached age 21 in 1950 or 
later and your total pre-1951 earnings 
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