The foundation of a universal, contribution-related basic State Pension (SP) was laid in the 1940s, implemented by the National Insurance Act 1946 from 1948. Prior to 1948, Contributory Old Age Pensions were payable under the Widow's, Orphan's and Contributory Old Age Pensions Act 1925 but coverage was mainly restricted to workers in manual occupations, The 1946 Act scheme was reformed in the mid-1970s to create a 'two-tier' scheme comprising basic pension and additional pension with the introduction of the State Earnings Related Pension Scheme (SERPS). That scheme was subject to further modifications, principally the introduction of the State Second Pension (S2P) from 2002 and the relaxation of the contribution conditions for basic pension for people reaching state pension age from April 2010 onwards.
The Pensions Act 2014 introduced the new State Pension (nSP) for people reaching State Pension age (SPa) on or after 6th April 2016. nSP is based on a flat-rate amount for each qualifying year of paid or credited National Insurance contributions, from 6th April 2016 onwards, up to a maximum of 35 years. Contributions made before the introduction of the new system are recognised under transitional arrangements.
State Pension for people who reached State Pension age before 6th April 2016
There are two main types of pre-2016 State Pension: contributory and non-contributory. Contributory State Pension can consist of one or more of the following: a basic State Pension (bSP) based on qualifying years of paid or credited National Insurance contributions; additional State Pension (AP) based on earnings (or deemed earnings) at or above the level required to obtain a qualifying year for bSP purposes; and GRB based on graduated (earnings-related) contributions.
The two categories of contributory State Pension are:
•Category A - comprising basic and additional pension based on a person's own National Insurance contributions, and
•Category B - comprising basic pension only in the case of married persons and people in civil partnerships and basic and additional pensions in the case of widow(er)s and surviving civil partners, based on the contributions made by a spouse/civil partner.
In some circumstances, the National Insurance contributions of a former or late spouse/ civil partner may also be used to give entitlement to Category A basic pension.
The two main conditions of entitlement are that:
•the person has reached SPa (note that women's SPa is currently equalising with that of men's to age 65. Click here for more information on changes to the SPa) and
•the contribution conditions are satisfied.
The categories of non-contributory State Pension are:
•Category C - payable to people over SPa on 5th July 1948 and their widows - the only remaining entitlements are payable to widows.
•Category D - is awarded to people who:
      ◦reach the age of 80
      ◦satisfy certain residency conditions and
            ■failed to qualify for a category A or B basic pension or
            ■receive less by way of basic pension than the rate of category D pension.
Prior to 6th April 2005, if a person did not take their SP until after SPa, or they stopped claiming their SP, they could earn extra pension, known as increments.
Since 6th April 2005, a person who reached SPa before 6th April 2016 and either delayed claiming their SP or elected to stop claiming it has been able to choose one of the following options when they decide to claim or re-claim:
•Extra State Pension (increments) or
•A one-off "lump sum" payment. Instead of receiving extra SP for life the person could claim a taxable, one-off, lump sum payment based on the amount of SP that would have been payable, plus interest, provided they had deferred for at least 12 months. They would also receive their normal SP.
The surviving spouse or civil partner of a person who had deferred their SP may be entitled to inherit a proportion of their increments or, if they died while still deferring, may be able to choose between inherited increments or lump-sum payment.
New State Pension (nSP)
The new State Pension (nSP) was introduced on 6th April 2016. It is a contributory SP made up of an nSP amount (and additionally, for some individuals, a Protected Payment amount). The two main conditions for payment are that:
•the person has reached SPa, and
•the contribution conditions are satisfied.
nSP is normally based on an individual's own National Insurance contributions record. In some circumstances, a widowed or divorced person may be entitled to an extra amount comprising a proportion of the deceased or former spouse or civil partner's protected payment or additional State Pension. There are also transitional arrangements which apply to certain women who had, before 1977, elected to pay reduced-rate National Insurance contributions. These arrangements can enable them to qualify for nSP broadly equivalent to the pre-2016 system basic SP for a person claiming on their spouse or civil partner's contributions, if this is more than the nSP they would otherwise be entitled to.
Usually a minimum of 10 qualifying years is needed in order to receive any nSP.
People who start making NI contributions for the first time after 6th April 2016 and have a full NI record of 35 qualifying years will be entitled to the full amount when they reach SPa.
People with NI contributions from before April 2016 will have calculations made under transitional arrangements and previous NI contributions and contracting-out status will be taken into account.
In the early years, not everyone will get the full amount of nSP. For many people this will be because they may have been contracted-out of the additional State Pension in the past. Such people will have another pension that has been built up during the period when they were contracted out of the additional SP.
For those of working-age in 2016, their National Insurance record to 6th April 2016 will be valued under the old scheme rules and under the new scheme rules. Whichever amount is higher will be their Starting Amount from April 2016 in the new system (including if it is higher than the full rate of the nSP).
Where an individual's starting amount in 2016 is below the full new SP rate they may be able to increase this amount by adding qualifying years to their National Insurance record in the period after 2016 until they reach the full weekly amount or their SPa.
Individuals who choose to defer claiming their nSP can get an increase (increments) when they claim. The minimum period of deferral is 9 weeks. No lump sum can be taken when they do claim and there is no inheritance by a surviving spouse or civil partner
Source: Department for Work and Pensions, sp_5pc_may2017.ods (https://www.gov.uk/government/statistics/dwp-statistical-summaries-2017)

