Information sheet – Government scheme to help boost pensions

What is the issue?

This is an issue which will affect those people of pension age who are not drawing a full basic state pension due to gaps in their National Insurance contribution records.

At the end of each year during your working life, those who oversee National Insurance (now HM Revenue and Customs) check to see if you have paid enough National Insurance Contributions for a full 'qualifying year' towards your state pension.  If not, in certain circumstances, they write a letter called a 'deficiency notice' giving you the opportunity to fill the gap in your pension record through paying voluntary 'class 3' NICs.

During the 6 years of 1996-97 to 2001-02 inclusive, the Inland Revenue stopped sending these letters which meant that a lot of people who retired during or after this period did not know about the gaps for those years.  

Recognising that this was a problem, the Government set up a special scheme to make it easier for people to fill these gaps and improve their pension - and the terms of this scheme are so generous that it is possible to get a boost to your pension and a cash lump sum from the Government without having to hand over a penny.

Who is eligible for this scheme?

To be eligible you must fulfil certain conditions:

1. You need to be drawing a state pension which is less than £87.30/week.

2. You need to have turned 60 in the last 10 years [or 65 for men].

3. You need to have been of working age for at least one of the years of the period in question [1996/7-2001/2] and could have made a contribution [i.e. you were not on a married woman’s stamp].

4. You need to have a gap in your NI record for the year[s] in question.

A word of warning however - if you are receiving pension credit or housing benefit etc., any boost to your pension might in part or in whole be 'clawed back' in reduced means-tested benefit entitlement

What would I need to do?

These gaps can be filled by paying what are called ‘Class 3’ or voluntary contributions, the cost of which varies between £300-400 depending on the year needed. In some cases, however, you may not need to find the money upfront but the government can just send you a cheque for the difference, which will be backdated to the day you reached pension age. 

This scheme may also apply to women who are now drawing a pension based on their husband’s contributions but this depends on your respective ages.  This is because any boost to your underlying pension entitlement based on your own contributions is backdated to when the woman was 60.  So although your current pension may not be affected, you may get a lump sum for the years before your husband was 65.

Can you give me an example?

Take a 65 year-old woman who is receiving a pension of (say) £60 per week based on her own contributions.  If she has a gap in her record for 1996-97 and buys one extra year of NICs for £309, her basic state pension goes up by (in very round numbers) £100 per year.  But this is backdated for five years to when she was 60, a total of £500.  The Government will therefore simply hand over the difference of £191 (£500 less £309) as well as enhancing the pension going forward.

What next?

If you think this might apply to you, and you are an East Dunbartonshire constituent, I can ask the relevant part of HM Revenue and Customs to write to you directly with full details based on your NI record.  To do this, I would need the following from you:

· your full name, address and date of birth;

· current marital status, and the date of birth of your husband, if applicable;

· NI number;

· contact phone number;

· how much basic state pension you are getting (just the basic amount), (a) now and (b) when you turned 60;

· whether you are currently receiving pension credit or a means-tested benefit such as Housing Benefit.

If you are an East Dunbartonshire constituent, you are welcome to give me this information by e-mail at: 

swinsonj@parliament.uk
or, if you prefer, you can write to me at:

Jo Swinson MP, 4 Springfield House, Emerson Road, Bishopbriggs, G64 1QE

If you are not a constituent of mine, I would advise you to call the National Insurance Deficiency Helpline on 0845 915 5996 and ask them for details of your NI record and any ‘deficient’ years that you might be able to fill.
If you have any questions of clarification on this specific issue, you can also send them to swinsonj@parliament.uk.

Jo Swinson MP, October 2007
