STATE RETIREMENT PENSION – NEED TO KNOW

BRIEFLY:

You may be allowed to boost your State Retirement Pension by paying voluntary NI contributions to cover the gaps in your qualifying years:

For the tax years 1996-97 to 2001-02:

Applies only to:
Male born 6 April 1933 to 24 October 1939 OR

Female born 6 April 1933 to 24 October 1944

Payment must be made by 5 April 2010 and will be charged at favourable rates.

For any six tax years as far back as 1975-75:

Applies only to:
Male born 6 April 1943 to 5 April 1950 OR

Female born 6 April 1948 to 5 October 1952

Payment must be made within six years of reaching State Pension age.

If you were born within the above mentioned dates, you are urged to obtain State Pension Forecast by:

Calling The Pensions Service on 0845 3000 168 

Or by visiting http://www.thepensionservice.gov.uk/state-pension/forecast/home.asp.  

SOME USEFUL WEBSITES FOR DETAILED INFORMATION:

The Pensions Service website - http://www.thepensionservice.gov.uk 

State Pension Age Calculator - http://www.thepensionservice.gov.uk/state-pension/age-calculator.asp
Online State Pension Forecast -http://www.thepensionservice.gov.uk/state-pension/forecast/home.asp
How to increase State Pension: http://www.thepensionservice.gov.uk/resourcecentre/ni/home.asp
Gaps in National Insurance Account: http://www.hmrc.gov.uk/faqs/vol-conts.htm#4
IN SOME DETAIL:

State Retiremnent Pension:

You qualify for State Retirement Pension by building up enough 'qualifying years' before you reach State Pension age.  If you have not built up enough qualifying years before reaching State Pension Age, you will not receive full Basic State Retirement Pension. But some people in this situation are allowed to pay one-off voluntary National Insurance contribitions to buy some of the missing years and increase their State Pension for the rest of their life.

Visit The Pension Service at: http://www.thepensionservice.gov.uk
State Pension age:

The State Pension age is currently age 60 years for women and age 65 years for men. 

It is increasing for women from 60 to 65 and then for both men and women from 65 to 68.

For Women 

Born on or before 5 April 1950: 
Pension age is 60

Born 6 April 1950 to 5 April 1955: 
Pension age increasing in steps from 60 to 65

For Men

Born on or before 5 April 1959: 
Pension age is 65

For both Men Women 

Born on or after 6 April 1959:  Pension age increasing in steps from 65 to 68 between 2024 and 2046, with each change phased in over two consecutive years in each decade. 

From 65 to 66 
will be phased between April 2024 and April 2026

From 66 to 67 
will be phased between April 2034 and April 2036

From 67 to 68 
will be phased between April 2044 and April 2046

How can you find your exact State Pension age?

Visit http://www.thepensionservice.gov.uk/state-pension/age-calculator.asp   

You will just need to click on male or female and enter date of birth, as simple as that.

Entitlement to State Pension:

The State Pension is based on the number of qualifying years gained through National Insurance contributions (NICs) you have paid, are treated as having paid or have been credited with, throughout your working life.  

How much is the Basic State Pension?

From 6 April 2009, the maximum Basic State Pension is:

£95.25 for a single person

£152.30 for a couple.

There are further additions to these figures e.g. state earnings related pension schemes (serps), graduated retirement benefit, incresed benefits for dependents etc, depending on your individual personal circumstances.  

You may also have part of your earnings related pension contracted out to a private pension scheme or to your employer’s pension scheme.

The State Retirement Pension is normally increased in line with inflation at each 6th April.

The above figures assumes that you have sufficient qualifying years.

If you have not built up enough qualifying years before reaching State Pension Age, you will not receive full Basic State Pension.
How many qualifying years are required to qualify for full Basic State Pension?

If you reach State Pension age on or before 5 April 2010:

Men      
Born on or before 5 April 1945 
need 44 qualifying years



Women  
Born on or before 5 April 1950
need 39 qualifying years

If you reach State Pension age on or after 5 April 2010:

Men      
Born on or after 6 April 1945 
need 30 qualifying years



Women  
Born on or after 6 April 1950
need 30 qualifying years

The State Pension Forecast will set out the number of qualifying years you have on your record and whether there is any shortfall to qualify for full Basic State Pension.

State Pension Forecast:

You can request a State Pension Forecast by:

Calling The Pensions Service on 0845 3000 168.

Alternatively, you could obtain online pension forecast by visiting: http://www.thepensionservice.gov.uk/state-pension/forecast/home.asp 
Your State Pension Forecast will tell you if you have any gaps in your National Insurance Contributions record and if you are eligible to pay voluntary contributions to buy extra years to boost your Basic State Retirement Pension.

Which gap years can be covered by paying voluntary contributions:

To cover any gaps you may have in qualifying years 1996-97 to 2001-02:

This concession is available only to those who reached State Pension Age between 6 April 1998 and 24 October 2004, in other words:

· Male 
born between 6 April 1933 and 24 October 1939

· Female 
born between 6 April 1938 and 24 October 1944

The payment to buy these years must be made by 5 April 2010 and will be charged at the voluntary contribution rates applying in those years, ie significantly lower rate than at present. For example, you will need to pay only £309.40 for the tax year 1996-97 to £351 for the tax year 2001-02.  This compares with paying at least £626.60 per year for payments normally made in 2009-10 tax year.

To cover gaps you may have in upto six qualifying years back to 1975-76:

This is a new concession and applies to individuals who Already have 20 qualifying years and reach State Pension Age between 6 April 2008 and 5 April 2015, in other words:

· Male 
born between 6 April 1943 and 5 April 1950

· Female 
born between 6 April 1948 and October 1952

· This concession is available to buy maximum of only six years.

· You have upto six years from the date you reach State Pension age to buy these     additional years.  The payments will be at the rate applying for class 3 N I contributions for the year in which you choose to make the payment. The rate applying for payment made in 2009-10 year is £626.60 for buying one additional year.

· If payment is made before 5 April 2011, this will count towards your increased Basic Stste Pension from your State Pension age.  If you have already reached State Pension Age, the increase will be backdated to your State Pension age.

· Any payments made after 5 April 2001 will count towards your increased Basic State Pension from the date that you make the payment.
Full details are to be found at: http://www.thepensionservice.gov.uk/resourcecentre/ni/home.asp
How to find full details relating to gap years in your NI contributions: 

The Pension forecast will list the years for which you may still be able to pay voluntary contributions and the date by which you you need to make the payment.

You will find full explanation by visiting http://www.hmrc.gov.uk/faqs/vol-conts.htm#4
Things to consider before paying additional voluntary contributions to cover gaps in your NI contributions record:

· It is generally very beneficial for most people to buy the gap years to increase your pension because you will normally recover any payment you make within approximately 4 years, and yet still continue receiving higher rate of pension for the rest of your life.

· However, not everyone who can pay voluntary contributions will benefit from paying them.

For example:

· Receiving improved Basic State Pension may reduce any income-related benefits you or your partner receive currently or may qualify to receive in the future, eg Pension Credit, Housing Benefit, Council Tax Benefit etc.

· Receiving improved Basic State Pension may mean you pay more tax because State Pension is taxable.

· You may instead be able to use contributions from your spouse, or former spouse to improve your Basic State Pension.
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Ramnik Patel
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Email: ramnikrp@hotmail.com.

The writer is happy to answer queries free of any charge.

However, this article is for general information only and no responsibility is accepted by the writer to any individual acting, or refraining from acting, as a result of it.

Always seek independent financial advice from practising professionals before making any payment.
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