Chapter 9

Compensation

[1]f we want good and effective government and decisions that affect our daily
lives to be made by competent and well qualified men and women,
we must be prepared to pay for it.

— Morgan Commission*

Compensation | ssues

This chapter examinesthe current compensation regime for Members of the House of
Assembly and makes recommendations with respect to the level of remuneration to be paid
during the next General Assembly and the manner in which the remuneration should be
provided. It also makes recommendations for the creation of proper mechanisms for the
review and setting of remuneration for MHASs in the future.

The Terms of Reference require me to undertake (i) “an independent review and
evaluation of the policies and procedures regarding compensation ... for members’; (ii) “a
comparison of all componentsof compensation ... withthat in other provincial and territorial
legidlaturesin Canada’; (iii) “anevaluation of best practicesfor compensation of members’;
and to make (iv) “a determination of whether proper safeguards are in place to ensure
accountability and compliance with all rules and guidelines governing payments of all
aspects of MHA'’ s compensation.”?

This mandate extends beyond making recommendati ons with respect to the level s of
compensation that should be payable to Members of the House. The structure of
compensation arrangementsisalso included. Furthermore, the requirement that there be an
evaluation of “policies and procedures” means that the process by which compensation is
determined must be examined to provide that there are “proper safeguards’ in place “to

! Morgan Report, p 34.
2 Terms of Reference, Appendix 1.3, paragraph 1(ii) - (iv).
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ensure accountability and compliance.”

Itisalsoimportant to notethat | am limited to making recommendati onswith respect
to compensation for politicians in their capacity as Members of the House. This does not
include additional compensation that Members may be entitled to receivein other capacities,
such asministersof the Crown. It does, however, include compensation for additional work
that Members might undertake as members of committees of the House and as officers of the
House.

Historical Background

| have already noted that the modern era of MHA compensation dates from the
implementation of the Morgan Commission recommendations in 1989. The Morgan
Commission was the result of an amendment to the Internal Economy Commission Act in
1988° that made provision for the mandatory appointment by the Speaker, within 60 days
after a general election, of an independent commission to inquire into and report on
“indemnities, allowances and salariesto be paid to members of the House of Assembly.” As
| outlined previously, the recommendations in the resulting report were to be “final and
binding”“ and the Speaker was required to “ cause the recommendationsto beimplemented as
soon as possible.” This amendment was important because (i) it set up aformal periodic
review processfor MHA compensation; (ii) the processwasto beindependent of MHA self-
interest; and (iii) it wasto be final and binding, not just simply a set of recommendations
that could be ignored or rejected in favour of some other more lucrative arrangement.

The Morgan Commission set MHA remuneration, effective May 25, 1989, at an
“indemnity” of $35,000 and a “non-taxable allowance” of $17,500. In so doing, the
Commission (i) “rejected, as no longer valid, the proposition that the scale of remuneration
should not be so large asto be of itself aninducement for aperson to enter palitical life”> and
(i) concluded that compensation shoul d be based on the assumption that “the current role of
amember of the legislature has become a full-time assignment.”®

The Commission also recommended that both the indemnity and the non-taxable
allowance be increased on January 1 of each year by the amount of the increase in the
preceding year in the Executive Pay Plan.” Although not explicitly stated, itisclear that this
automatic annual revision wasintended to operate only until the next general el ection, when,
in accordance with the legislation, a new commission would have had to be set up to re-
examine the whole compensation package.

3SN.L. 1988 c. 7 adding s. 13 as an additional section to R.S.N. 1970, c. 181.
* Ss. 13(5).

®> Morgan Report, p. 11.

®p.13.

" Recommendation 5, p. 15.
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As matters transpired, however, as part of a governmental economic restraint
program instituted in the early 1990s, Members' indemnities and non-taxable allowances
were cut back for the 1993-94 fiscal year,® and the mandatory appointment of a new
commission to review Members compensation was done away with, in favour of a
discretionary mechanism whereby the House of Assembly (instead of the Speaker) could, as
and when it chose to do so, appoint acommission.® As matters turned out, that discretion
was never exercised. Accordingly, the automatic increases stipulated by the Morgan
Commission continued to apply,” as varied by subsequent legislation enacted in 1998,
allowing for increases in the years 1998-2001 equivalent to “salaries paid to employees of
the government of the province.”

In 1999, further amendmentsto the Internal Economy Commission Act were madeto
the provision for anindependent commission, eliminating the“final and binding” aspect of a
commission’ s report*? and providing instead that the Internal Economy Commission could
make such changesin areport’ srecommendations asit considered “ appropriate.” Aswell,
the Commission was given specific authority to make its own changes to the Members
compensation package, even without the appointment of a review commission, in the
following terms®:

14. The commission may make rules respecting indemnities ... and
salaries to be paid to members ... of the House of Assembly.

The “rules’ contemplated by this section were not regarded as subordinate legislation to
which the filing, publication and effectiveness provisions of the Satues and Subordinate
Legislation Act** applied. Accordingly, they were not required, on adoption, to be published
in the Newfoundland and Labrador Gazette - or anywhere else, for that matter.”> This had
significant implicationsfor thetransparency of |EC decision-making. Thelack of arigorous
publishing regime like that surrounding subordinate legislation contributed to the lax
reporting practices that the IEC employed.

Thus, within the space of alittle over 10 years, the concept of a periodic review of
Members' compensation by an independent body that would result in binding decisionswas

®SN.L.1993,¢. 7,s. 1.

®S.N.L. 1993, c. 26, amending s. 13(1) of the Internal Economy Commission Act.

10 Except in the fiscal year 1994-95, in that year the Internal Economy Commission ordered a reduction in
indemnities and non-taxable allowances. Report of the Commission of Internal Economy for the Fiscal Y ear
April 1, 1995 to March 31, 1996.

"'SN.L. 1998, c. 17.

25 N.L. 1999, c. 14, s. 2, amending ss. 13(4) of the Internal Economy Commission Act.

BSN.L. 1999, c. 14, s. 3.

“R.SN.L. 1990, c. S-22, ss. 10, 11.

> The basic salary increases made from time to time were however reported in the annual report of the Speaker
to the House of Assembly, but, as we have seen, the tabling of those reports was delayed often by as much as
two years. By thetime theinformation on asalary increase became public, therefore, it was* old news’ and the
Members would have already been in receipt of the increased salary for some time.



chipped away at until, by 1999, the power to make changesin MHA indemnities and non-
taxabl e allowances became vested in the Internal Economy Commission, abody composed
of members of the House who were given the discretion to change Members' compensation
when and as they saw fit,* by rules that were not subject to publication, as was the case for
ordinary subordinate legislation. While it is true that subsection 5(8) of the Internal
Economy Commission Act initially provided that “ all decisions of the commission shall bea
matter of public record,” and that they wereto be tabled in the House within two weeks after
the beginning of anew session of the House, that reporting provision wasitself amended"’ to
require tabling only within six months of the commencement of a new session.

Accordingly, in and after 1999, adecision to change Members' compensation could
be made, without independent guidance, by the Internal Economy Commission sitting in
private, and could bein effect, with Members drawing their new salaries, for six months (or
even longer if the decision was made when the House was not sitting and a new session of
the House was not held for sometime) before any public notice of the change would haveto
be made. Infact, asis noted elsewhere in thisreport, the notification to the House of such
matters was often delayed well beyond the six-month period as contemplated by the
legislation, and in some caseswas given so late asto be effectively meaningless. Aswell, as
we have seen, the reports when tabled were often inaccurate and, by obtuse language,
sometimes masked the true import of the IEC’ s decisions.

During the period from 1989 to 2006, changes were, in fact, periodically made to
Members indemnities and non-taxable allowances. They are summarized in Chart 9.1.
MHA remuneration has increased by 38% over the 17 years that have elapsed since the
Morgan Commission Recommendations were implemented.

18 They were subject, of course, to the requirements of legislative budgetary appropriation if therewas no source
of unspent fundsin the existing House of Assembly budget that could be re-directed from other budgetary sub-
heads to the head of Allowances and Indemnities.
"SN.L.1994,c. 9,s 1; SN.L. 1999, c. 14, s. 1.
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Chart 9.1

Increasesin MHA Remuneration from 1989-2006

Non-Taxable

Fiscal Year ndemnity Allowance Total
1989-1990 $35,000 $17,500 $52,500
1990-1991 35,875 17,937 53,812
1991-1992 38,028 19,014 57,042
1992-1993 38,028 19,014 57,042
1993-1994 36,317 18,159 54,476
1994-1995 37,629 18,815 56,444
1995-1996 37,624 18,812 56,436
1996-1997 38,028 19,014 57,042
1997-1998 38,028 19,014 57,042
1998-1999 38,788 19,394 58,182
1999-2000 39,565 19,783 59,348
2000-2001 40,758 20,379 61,137
2001-2002 42,796 21,398 64,194
2002-2003 44,962 22,481 67,443
2003-2004 46,086 23,043 69,129
2004-2005 47,240 23,620 70,860
2005-2006 47,240 23,620 70,860
2006-2007 48,260 24,130 72,390

The Current Compensation Regime

Asof April 1, 2007, aMember of the House of Assembly isentitled to receivearate
of annual compensation, payable bi-weekly, broken down into two components:

an “Indemnity” of $48,657; and
a“Non-taxable Allowance’ of $24,328.9°

Theindemnity portion istreated as taxable incomein aMember’ s hands, asincome

18 | nformation prepared from Commission of Internal Economy reports from 1989-2006 and confirmed by the
Chief Financial Officer of the House of Assembly. It reflects earnings of MHASsin each of the respectivefiscal
years. When increases occurred part way through afiscal year, theimpact hasbeen reflected in Chart 9.1 ona
pro-ratabasis.

¥ These annual rates became effective from July 1, 2006 and remain in effect until June 30, 2007. Anincrease
of 3% in both ratesis scheduled to take effect from July 1, 2007, which will bring them up to $50,117, in the
case of the sessional indemnity and $25,058 for the non-taxable allowance.
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from an office,® and is subject to income taxation at the rate applicable to that Member. As
such, it istreated the same as employment income received by any resident of the province.

The description of aMember’scompensation asan “indemnity,” rather than using a
more commonly understood term such as“ salary,” isconfusing to the public. Itimpliesthat
there is something different about it, when, in fact, its purpose is now to compensate a
Member for the time and effort devoted to work and constitutes taxable income like any
other citizen’s.

The non-taxable portion is, as the term implies, not subject to tax in the Member’s
hands. The Income Tax Act* exempts from income tax for tax purposes of “an elected
member of aprovincial legidativeassembly ... anallowance ... for expensesincident to the
discharge of the member’s duties in that capacity,” provided the amount of the allowance
doesnot exceed half of the member’ ssalary, indemnity or other remuneration payableto him
or her as a member. Receipt of any portion of such an alowance in excess of 50% will
attract tax.

In Newfoundland and L abrador, the non-taxabl e allowance payableto Membershas
been set at the maximum (50%) permitted under the Income Tax Act. Thisisin contra-
distinction to a number of other provinces and territories? where the non-taxable portion
varies between 1.5% and 43.7% of the taxable portion. In four provinces® thereisatrend
away from using non-taxable allowances altogether. Only two provinces and oneterritory*
continue to set the non-taxable allowance at 50% of the basic indemnity.

The use of a*“non-taxable allowance’ as part of a Member’s compensation is also
confusing, and makes comparison of the true value of the Member’s total compensation
package with incomes of other employment groups difficult or, at least, not easily
transparent. Furthermore, it makes comparison with the compensation levelsof Members of
other legidlaturesin Canada difficult because the degree to which such allowances are paid
varies significantly across the country.

Since the introduction of constituency allowancesto reimburse MHAsfor expenses
related to their duties as members, it appears that the non-taxabl e allowance has cometo be
regarded asjust another way of providing employment incometo aMember. Itisnecessary,
therefore, to convert the value of the non-taxable allowance into an equivalent value of
taxableincome to make comparisonswith other legid ative compensation schemes possibl e,

2 Income Tax Act, R.S.C. 1985 (5" Supp.), c. 1, ss. 5(1).

2 |bid., s. 81(2). Seealso IT Bulletin IT 266 (November 10, 1975) and Income Tax Ruling 2000-0048324
(October 16, 2000).

“ Nunavut (1.5%), Northwest Territories (7.7%-12.0%, depending on commuting distance), Quebec (17.7%),
Prince Edward Island (32.7%) and Y ukon (43.7%, for Members within Whitehorse).

2 Ontario, British Columbia, Manitoba and Saskatchewan (recommended June 2006).

% New Brunswick, Alberta and Yukon (for Members outside Whitehorse and Members of the Executive
Council).



and to give members of the public a clear understanding of what Members makein relation
to their ownincomes. Accordingly, the non-taxable allowance must be“ grossed up” by the
applicable income taxation rate to yield an equivalent of taxable income. Of course, each
Member’ stax circumstances may be different. In applying the gross-up for the purposes of
this report, | have assumed that the only other income received by the Member is the
Member’s“indemnity,” and that the Member isentitled to no special deductions other than
personal ones.

On this basis, the equivalent taxable salary payable to a Member of the House of
Assembly of Newfoundland and Labrador effective from July 1, 2006 is $90,946. In order
to put this equivalent valuation of an MHA’s salary in perspective, the Commission
examined a number of comparisons with the incomes of othersin the economy asawhole,
the incomes of elected officialsin other Canadian jurisdictions, and the incomes of senior
management in the provincial public service®

1. Overall Provincial and National Comparisons - Median and Average Income:
The current salary equivalent for MHASs in Newfoundland and Labrador at
$90,946 as outlined above, far exceeds the 2005 provincia median family
income of $39,400 and the 2005 average family unit income in the province of
$51,500. Itisalsofar greater than the 2005 Canadian median family income of
$48,800 and Canadian average family income of $62,7007 in that year.

According to Statistics Canada, in 2005, approximately 97% of individualsin
Newfoundland and Labrador earned less than the current tax adjusted salary
base of MHAS, while an estimated 3% earned more.® Similarly, on a national
basis, approximately 95% of individualsin Canadaearned lessin 2005 than the
current tax adjusted salary levels of this province's MHAS, while an estimated
5% earned more.”

2. Inter-provincial/territorial Comparisons: The basic income level of MHASIN
Newfoundland and Labrador currently ranks fifth highest among the 13
provincial and territoria jurisdictions in Canada, ranking behind Ontario
($110,775), Nova Scotia ($107,074), Quebec ($106,684) and the Northwest

% | acknowledge that any such statistical comparisons have limitations and that economists, statisticians and
others will disagree on the relevance and appropriateness of various individual indicators as benchmarks for
such an assessment. | also note the difficulties associated with using dated information in making such
comparisons. Unfortunately, current statistical data is not always available to the extent one would wish.
However, my purpose is not to reach conclusions based on any one statistical indicator, nor to imply precise
differentials between MHAs in Newfoundland and any particular group or genera indicator. Rather, itisto
provide an overall sense of perspective on where MHA remuneration in Newfoundland and Labrador stands
generaly in reference to a number of indicators.
ij Canada, Statistics Canada, Income Trends in Canada, CD-ROM 1980-2005.

Ibid.
* | bid
# bid
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Territories ($104,536) and ahead of all other provincial and territoria
legislaturesincluding financially better off jurisdictionslike Alberta ($83, 023)
and British Columbia ($76,100)® and less well-off ones like New Brunswick
($79,508). A complete comparison is set out in Chart 9.2.

3. Provincial Public Sector Management Comparisons. The MHA income
comparison level at $90,946, is below the average salary, as of February 2007,
of an Assistant Deputy Minister in Newfoundland and L abrador ($100,254) but
higher than some of the lower paid ADMs (in the order of $80,000).*"

In making the second comparison, asdepicted in Chart 9.2, it must be recogni zed that
in some provinces Members also have access to extra income from service on House
committees. With the sole exception of service on the Public Accounts Committee,
Membersin Newfoundland and L abrador do not receive extraincome for committee work.
However, | do not consider this a significant factor, as the amount of time spent by this
province's committees has not been very onerous in recent years. In addition, not all
Members of the House sit on these committees. The size and meeting frequency of standing
committeesisdepicted in Chart 9.3. If onewereto reduce MHA compensation by anominal
amount for committee work to reflect their remuneration entitlement for service other than
on House committees, the amount of the reduction would not be significant. The
Newfoundland and Labrador MHA'’s ranking, in relation to the remuneration in other
jurisdictions, would not change significantly, if a all. For present comparative purposes,
therefore, the fact that there is no additional income from committee membership can be
disregarded. If, at some future time, committee work becomes a more significant part of a
Member’ s job, then the issue can be revisited.

% 1n April 2007, a Report of the Independent Commission to Review MLA Compensation (Sue Paish, Q.C.,
Chair) recommended that British Columbia's MLA’s salaries be increased from $76,100 to $98,000 effective
April 1, 2007. Asof thewriting of this report, the recommendations have not yet been brought into force. At
least one political party in B.C. has indicated that it will oppose the increase. See online
http://www.cbc.calcanada/briti sh-col umbia/story/2007/05/02/bc-mla-pay.html. | have noted with interest that,
with respect to the inter-jurisdictional comparison of other members' salariesrelied onintheB.C. report: (i) it
misstated the level of the current Newfoundland and Labrador indemnity and non-taxable alowance; (ii)
although in aresearch document prepared for the Commission, an attempt was made to “estimate” the taxable
equivalent of non-taxable allowancesin other jurisdictions, the actual comparison tablein thereport itself made
no adjustment, when comparing sal aries, to take account of the special treatment of tax-free allowancespaidin
some, but not al, jurisdictions; (iii) the comparison included in salary totals for some jurisdictions (Quebec,
Northwest Territories, Alberta, Newfoundland and L abrador, New Brunswick and Prince Edward Island) the
amount of tax-free allowances at face value without tax gross up; and (iv) the comparison did not include in
salary totalsfor some other jurisdictions (Nova Scotiaand Nunavut) the amount of tax-freeallowancesat dl. It
appears that the B.C. Commission’ s comparisons were inconsistently applied.

3 1n comparing the basi cincome entitlement of an MHA to average earnings of other groups such asADMSs, it
isworth noting, aswill be explained later in this chapter, that 75% of MHASs receive additional remuneration,
beyond the basic level, in respect of ministerial and other assigned legislative duties. Furthermore, interms of
total compensation, due consideration hasto be givento MHA pension entitlementswhich surpassthosein the
public service. See Chapter 11 (Pensions).
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Chart 9.2

Member I ndemnity and Non-Taxable Allowance Comparisons (2006)

Grossed Up
Tax Free Expense Tax Free
Indemnity Allowance Allowance* Total
Jurisdiction (A) (B) (© (A+C) | Rank

Ontario® 110,775 - -| 110775 1
Nova Scotia 79,500 12,000 27,574 | 107,074 2
Quebec 80,464 14,234 26,220 | 106,684 3
North West Territories 87,572
(1) Within Commuting Distance 6,784 10,978 98,550
(2) Beyond Commuting Distance and 4

Members of Executive Council 10,483 104,536 | 104,536
Newfoundland and L abrador** 48,657 24,328 42,289 90,946 5
Alberta 47,496 23,748 35,527 83,023 6
Saskatchewan 80,500 - - 80,500 7
New Brunswick 43,955 21,978 35,553 79,508 8
British Columbia 76,100% - - 76100 | 9
Manitoba 73,512 - - 73512 | 10
Nunavut 68,543 1,000 1,409 69,952 | 11
Y ukon 38,183
(1) Within Whitehorse 16,669 $24,398 62,581
(2) Outside Whitehorse and Members 12

of Executive Council 19,091 27,943 66,126
Prince Edward Island $36,689 $12,000 $18,739 | $55432 | 13

*Based on 2006 federal, provincial and territorial personal income tax rates.

** Annual rates effective July 1, 2006.

Source: Comparisonsand cal culations made by Commission staff based on material supplied by provincia and
territorial jurisdictions.

32 On December 21, 2006, An Act to amend the Legislative Assembly Act, the MPPs Pension Act, 1996 and the
Executive Council Act received Royal Assent. It statesthat “[€]very member of the Assembly shall be paid an
annual salary in an amount equal to 75 percent of the annual sessional allowance paid to members of the House
of Commons under part 1V of the Parliament of Canada Act ... [and] ... For greater certainty, whenever the
annual sessional allowance paid to members of the House of Commons under that Act changes, acorresponding
change shall be made to the annual salary of every member of the Assembly.” A change in salary was
processed effective December 21, 2006. On April 1, 2007, the House of Commons changed their salary levels,
so Ontario will be processing a change for their members, effective the same date.

% This number may change. See footnote 30.
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Chart 9.3
Standing Committees* of the House of Assembly
Size and Meeting Frequency*

2004 - 2006**
Standing Orders Committee Public Accounts Committee* **
(8 members) (7 members)
2004: O 2004: 4 days
2005: 1 day 2005: 7 days
2006: 0O 2006: 6 days
Resource Committee Social Services Committee
(7 members) (7 members)
2004: 6 days 2004: 5days
2005: 6 days 2005: 6 days
2006: 6 days 2006: 5 days

Government Services Committee  Privileges & Elections Committee

(7 members) (Not appointed)

2004: 4 days

2005: 3days

2006: 4 days
* Appointed pursuant to Sanding Orders of the House of Assembly, Standing Order 65.
*x Activity in 2006 isin relation to the Spring session of the House only.
*xk In addition to meetings, the Public Accounts Committee also held public hearings, as

follows: 2004 - 0; 2005 - 1 day; 2006 - 1 day

Whilethe primary focus of the foregoing analysiswas on basic MHA compensation,
it should be noted that 36 current Members of the 48-Member House receive additional
income for service as Ministerial Officers of the Crown, House Leaders, Party Whips,
Parliamentary Secretaries and Committee Chairs.* The details are outlined in Chart 9.4.

3 |nformation provided by Office of the Speaker, House of Assembly.

* This data was collected as of Friday, April 20, 2007 and confirmed by the Chief Financial Officer of the
House of Assembly. Of the 36 positions, only 17 are paid by the House of Assembly. Normally it would be 18
paid by the House of Assembly but currently one MHA isfilling two roles; if a Member holds more than one
position, he or she receives the salary for the higher position only.
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Chart 9.4

Ministerial and Office-Holder Salaries 2006* (Additional to MHA Remuneration)

Premier $70,300
Ministers (14) 50,968
Parliamentary Secretaries (4) 25,484
Parliamentary Assistant 25,484
Leader of the Opposition 50,968
Opposition House L eader 25,482
Deputy Opposition House L eader 17,397
Leader - Recognized Third Party 17,832
Speaker 50,968
Deputy Speaker/Chair of Committees 25,482
Deputy Chair of Committees 12,741
Party Whips (2) 12,741
Caucus Chairs (2) 12,741
Chair, Public Accounts Committee 12,741
Vice-Chair, Public Accounts Committee 9,740
Public Accounts Committee Members (5) 7,354
Chairs of Standing Committees Per Diem
Vice-Chairs of Standing Committee Per Diem®

Only 25% of the Members of the House are, in fact, limited to accessing their
indemnity and non-taxable allowance as the only source of income resulting from their
political activities® The magjority of these individuals are opposition Members. Thus, the
issue of striking the appropriate base level of compensation for Membersis most acute for
non-government Members. Thisisreflected intheresultsof the survey of MHASs conducted
by the Commission: while viewed as a group, 69% of all MHASs either “moderately” or
“strongly” agreed with the proposition, “I find the overall level of compensationto MHASto
be reasonable” ;* when thisresult isbroken down into government and opposition Members,
the percentage of government Members agreeing rose to 74%, while the percentage for
opposition Members dropped to 50%.

% |nformation provided by the Office of the Speaker, House of Assembly.

3" Every Standing Committee has one Chair and one Vice-Chair. The Chairs and Vice-Chairs of Standing
Committees do not receive asalary, but are paid a per diem per sitting day asfollows. Chairperson - $100 per
sitting day up to an annual maximum of $3,000; Vice-Chairperson - $75.00 per sitting day up to an annual
maximum of $2,250. Members do not receive a per diem. However, it should be noted that Chairsand Vice-
Chairs of Standing Committees receive this per diem only if they are not receiving extra remuneration.

% Asof April 20, 2007, there were only 12 Memberswithout any other salary outside the sessional indemnity
and tax-free allowance.

% See Appendix 1.6, Question 32.

9-11



Anticipated Changesin Current Salary Base

The calculations of gross-up, to yield an equivalent of taxableincomefor comparison
purposes, of the non-taxabl e allowance component of MHA compensation, were made using
the existing income tax rates applied to the current annual amount of the non-taxable
allowance.

In dealing with a grossed-up value on a go-forward basis, however, two impending
events have to be taken into consideration.

The first relates to the recently-announced personal income tax changes in the
provincial budget delivered in the House on April 26, 2007. Asof July 1, 2007 provincial
tax rates will be reduced. Any gross-up of the non-taxable allowance portion of MHA
compensation calculated at the tax rates applicable at the writing of thisreport will overstate
the amount to which MHAs will be entitled, expressed on a grossed-up basis, as of July 1.
While MHAS, like any other citizen, should be able to benefit from the lower tax rates
applicable to the taxable portion (i.e. the indemnity) of their compensation package, they
wouldin effect, receiveawindfall if the value of their non-taxable allowance wereto be paid
to them on the basis of a grossed-up amount using today’ s tax rates, yet were only to be
taxed on the basis of the lower rates in effect from and after July 1, 2007.

It isunlikely that the recommendationsin thisreport respecting MHA compensation,
if accepted, would be made effective before July 1. It isimportant, therefore, to state the
equivalent level of MHA total compensation on a grossed-up basis as of July 1, 2007 ina
manner that will not involve any individual advantageto MHAsasaresult of theimpending
tax changes beyond what other citizens will receive.

The second impending event relatesto the fact that as of July 1, 2007. Membersare
scheduled, under the existing regime, to receive in the normal course, an increase in their
indemnity and non-taxabl e allowance of 3%, making them $50,117 and $25,058 respectively
as of that date. The base amount of the non-taxable allowance that will have to be grossed-
up to ataxable equivalent as of July 1, 2007 will have to be the larger amount of $25,058
rather than the existing amount of $24,328.

In addressing these matters, theintent isto ensure that the take-home pay of an MHA
under the proposed regime as of July 1, 2007 (if they were paid on afully-taxed basis) will
be the equivalent of the take-home pay of MHASs under the current structure.

Taking account of these two factors, commission staff have calculated the taxable
equivalent of MHA compensation as of July 1, 2007 to be $92,580.

Terminology: Indemnity or Salary

Asnoted, Members' compensation has traditionally been called an “indemnity.” It
reflected, at least in part, the notion that election as a Member was regarded as a public
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service that was primarily the prerogative of the well-to-do, who could afford to devote a
portion of their timeto affairs of state while at the sametime continuing to earnincomefrom
their other occupations. In the United Kingdom, Members of Parliament received no
payment at all until 1911.“ The role of the Members of Parliament of Canadain days past
was described by C.E.S. Franks asfollows:

In those days the workload of parliament was comfortable and prestigious.
An elected MP was an important man ... Sessions lasted two or three
months. The member had an established businesswhich did not suffer in his
absence and to which he could return if he was defeated. When he left
parliament he suffered no financial disaster. He simply lost the privileges of
a first-class and very interesting club. The issues in politics were not
complicated, and a member through his own knowledge and experience
could usefully argue for or against policies.**

In this context, payments to elected representatives were not intended as full or
proper compensation for services rendered to the public but rather, at the most, asameans of
reimbursing them, at least in part, with respect to the loss of opportunities to earn other
income during the time devoted to public affairs.*

The situation today isvery different. The House of Assembly in Newfoundland and
Labrador is no longer made up of the well-to-do. The decision to become an elected
politician often entail s abandoning a career that the person may not be ableto return to when
the political career isover. Thework can easily become afull-time occupation. Theissues
are much more complex and require research and preparation to enable decisionsto be made
and positionstaken on aninformed basis. In short, to use thewords of Franks, citizens now
need “a full-time representative, an efficient professional, rather then the dilettante in
politics, the distinguished local amateur.”*

One of the moativations for making payments to elected representatives for their
service was to make it more likely that the political system would not remain the private
preserve of the independently wealthy, who could afford to dabble in the affairs of state
without worrying about having to rely on theincome from the activity to providebasicliving
support. By opening up the political system to others of lesser means, it then became
necessary to ensure that reasonable compensation be paid so as not to deter such persons
from offering themselvesfor public service. The notion of indemnifying against lossincurred
from the public sacrifice associated with devoting timeto political affairsthuschangedto a
notion of compensation for the effort expended in doing a job that entailed proper
representation.

“0 Rogers and Walters, see p. 64. In Canada, the Members of the first Dominion Parliament were paid $600 R.
MacGregor Dawson, The Government of Canada, 4" ed., (Toronto: University of Toronto Press, 1964), p. 365.
1 C.E.S Franks, The Parliament of Canada, p. 80.

“2 Dawson, p. 365.

“* Franks, The Parliament of Canada, p. 81.
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Theuse of theterm “indemnity” isno longer appropriate. 1t doesnot properly reflect
the nature of the payments made to el ected representatives and, assuch, itisconfusing to the
public. The compensation paid to MHA s should therefore be described in a manner that is
properly reflective of its true nature.

Accordingly, | recommend:

Recommendation No. 55

Remuneration paid to Members of the House of Assembly should
henceforth be denominated as “ salary” rather than “indemnity.”

The Role of Non-Taxable Allowances

As noted previously, the MHA compensation package in this province consists, in
part, of a“non-taxable” allowance. At the present time, it is regarded simply as another
means of providing personal incometo the Member. There are no conditionsattached toits
use. It does not have to be used to defray costs associated with the Member’s job as an
MHA. The Member can spend it as he or she seesfit on personal expenditure. Itispaidto
the Member in periodic payments, just astheindemnity portion of the compensation package
is paid. Furthermore, it isincluded in the salary base used for calculating the pension to
which a Member will be entitled on retirement from the House.

Thisis not the way non-taxable allowances were originally intended to be used. |
have already noted that the concept of a non-taxable allowance is derived from the special
provision in the Income Tax Act that allows up to 50% of aMember’ ssalary or indemnity to
be paid as anon-taxable allowance “for expensesincident to the member’ s discharge of the
member’ sdutiesin that capacity” [emphasisadded]. Incometax bulletinsand rulingsissued
inrelation to the interpretation of the applicable section of the Act reinforce theideathat the
purpose of alowing anon-taxable, non-accountable payment to amember wasto recognize
that the nature of apolitician’swork often requires him or her to expend money associated
with political activity that would be hard to account for. A politician isoften expected, when
attending acommunity event, to buy raffleticketsor food or beveragesfor those with whom
heor sheisassociating. Whileall people may to agreater or lesser extent be faced with such
spending pressures from time to time, the nature of the politician’s work is such, so it is
argued, that the politician will be exposed to them in much greater numbersthan the average
person and, because of the high profile of the palitician, it is often more difficult to declineto
make the expenditure. In these circumstancesit was considered reasonableto allow acertain
amount of non-accountable payments to be made to the politician without being taxed to
defray these expenses “incident to the member’ s discharge of the member’ s duties.”

Notwithstanding the philosophy behind allowing certain payments to be made to
MHAswithout attracting tax, it isclear that over time the non-taxable all owance has mutated
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intheminds of MHASsInto simply asalary supplement. The best demonstration of thisisthe
fact that, notwithstanding the payment of the non-taxabl e allowance pursuant to the Income
Tax Act, MHAs were, until 2004, allowed an additional and separate “ discretionary non-
accountable allowance” as part of the general alowance packagethat could be used for such
expenditures. Even following 2004, Members have been entitled to clam against their
constituency allowance expenditures by way of donations and other discretionary payments
to community groups (provided they could be backed up by receipts). From this, one can
conclude that the non-taxable allowance is no longer regarded as necessary for its original
purpose.*

From the strong representations made by many current MHASs that their allowance
package should continue to allow these types of expenditures to be reimbursed® (and in
some cases that the pre-2004, non-accountable discretionary allowance ought aso to be
reinstituted), it is clear that Members continue to regard their “non-taxable allowance” as
simply another form of salary, not to be available solely to help them to defray the cost of
work-related activities that would otherwise be difficult to account for.

Giventhefact that the non-taxable allowanceisnow regarded - and, infact, isused -
as simply a salary supplement, it is, in my view, appropriate to treat and call it as such. It
might be argued that all or apart of the non-taxabl e allowance ought to be retained with an
admonition that it be used for its intended purpose only (and thereby provide a further
justification for not permitting any other discretionary and non-accountable spending out of a
Member’s constituency allowance). As well, | have noted the observation in the recent
review of Members' compensation in Saskatchewan that the elimination of the non-taxable
allowance may put pressure on the IEC to extend the categories of expenses that may be
claimed by MHAs under their constituency allowancesto include (or in Newfoundland and
Labrador’s case, reinstate) these types of expenses.®

Nevertheless, | have, on reflection, decided to recommend that the non-taxable
allowance be done away with. In recent years, a number of jurisdictions, such as
Saskatchewan and Ontario, have done away with the non-taxable allowance and adjusted

“| note that while the non-taxabl e allowance in this province was established at the maximum level permitted
under the Income Tax Act (50% of the sessional indemnity), it can be argued that this maximum was in fact
exceeded for several years. During the period from 1996 to 2004, MHAs received a portion of their
constituency allowances as reimbursement for discretionary expenseswith no requirement for receipts. Apart
from the incremental year-end payments highlighted earlier, these annual allowance payments, were over and
above the non-taxabl e all owance, were made without any documentary support and ranged from $2,000in 1996
to $4,800 plus HST by 2000. This practice continued until March 2004. The incremental year-end payments
to MHAshighlighted in Chapters 3 and 4 rai se further questionsrelated to the effective quantum of non-taxable
allowances available to MHAs and compliance with the limitations of the Income Tax Act during this period.
“® |n the survey of MHASs administered by inquiry staff, 75% of respondents either strongly or moderately
agreed with the statement, “ The structure of MHA compensation should include tax-free allowances.” See
Appendix 1.6 (Survey Results), Question 27.

“6 Saskatchewan, Report of the Independent Review Committee on MLA Indemnity, June 2006, Chair: (Arthur
Wakabayashi), p. 12.
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their elected representatives’ salaries by the equivalent of taxableincome.”” Furthermore, if
the non-taxable allowance were to be retained and restricted to the use contemplated under
the income tax legiglation, it would mean that effectively MHAs would be experiencing a
salary reduction. It may well have been the case that levels of salary increase in past years
would have been greater if the non-taxable allowance had not been regarded as part of the
general salary compensation package. Aswell, in Chapter 10, | will be recommending that
many of the types of expenditures that formerly were intended to be covered by a non-
accountable allowance no longer be paid from public funds, and that Members should, if
motivated to make such expenditures, pay them from their own money as do other citizens.
There should not, therefore, be the same pressure to create new categories of non-taxable,
non-accountable allowances in the future.

Notwithstanding considerable MHA opposition to the idea,”® | am of the view that
the MHA salary should therefore be treated as encompassing both the old indemnity and the
non-taxable alowance. To ensure transparency, the non-taxabl e all owance should be grossed
up to the equivalent of taxableincome so that the MHA will receive, net in hisor her pocket,
essentially the same amount after tax as before. In that way, the amount received by
Members can be easily compared by members of the public with their own levels of income
and the incomes of others.

It must be emphasized that although the resulting number will, in absolute terms, be
higher than the current combined indemnity and non-taxable allowance presently being paid,
this does not represent a net, “in pocket” increase for MHAS (other than the 3% increase
already scheduled asof July 1, 2007). It merely providesfor the payment to them of income
that isfully taxable, with theintent that their take-home pay after tax would be equivalent to
take-home pay they would receive under the current structure.

“"Nova Scotia, its recent review commission recommended doing away with the non-taxable allowance and
grossing up the equivalent to a taxable amount, but then the government promptly added a new $12,000

tax- free expense allowance, thereby negating the intent of the recommendation.

“8 |n the survey of MHAs conducted by commission staff, consensuswas high on the tax-freeissue. Joining the
“strongly” and “moderately” categories together, 75% of respondents agreed with the statement that “The
structure of MHA compensation should include tax-free allowances.” See Appendix 1.6 (Survey Results), Item
27.
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| am therefore prepared to recommend:

Recommendation No. 56
Q) The Member’ s non-taxable allowance should be eliminated;

(2 No further non-taxable allowance should be permitted to be created
by the House of Assembly Management Commission or the House
of Assembly unless the rationale for its re-introduction has first
been re-examined and recommended by an independent
commission; and

©)] Thesalary of aMember of the House of Assembly should asof July
1, 2007, be adjusted to a taxable amount of $92,580, representing
the amount of the existing indemnity plus a taxable amount
equivalent to an after-tax value of the existing non-taxable
allowance.

Oneincidenta effect of adjusting Members' salariesin thisway istheimpact it will
have on Members pensions. Presently, the amount of a Member’s pension entitlement is
calculated by reference to the aggregate of the Member’s indemnity and the non-taxable
allowance. Unlesstheterms of the pension plan are changed, the effect of the grossing up of
the non-taxable allowance will beto create asignificantly higher basefor calculation of the
pension. Theresult will bethat thelevel of Members' pensionswill automatically increase.
This effect was noticed when the non-taxabl e allowance was done away with in the House of
Commons; asaresult, changesto the pension rules had to be madeto rectify thisunintended
effect. In Chapter 11, | expressthe view that the existing pension planisoverly generousand
too costly. Any change that will flow from adjusting Members' salaries by grossing up the
non-taxable allowance would only make this criticism more pronounced. | have therefore
concluded that Members should not be entitled to a pension windfall resulting from the
adjustments | will be recommending with respect to the manner of payment of MHA
compensation.

Asaresult, | commissioned an analysisof the pension plan’ stermsto determine what
adjustments would have to be made to ensure that the effect of adjusting Member’ s salaries
to create one taxable amount would be neutral in its impact on the level of Members
pension entitlements. The report of the actuary isincluded in Appendix 9.1. The actuary
points out that the present arrangement is achieved by stipulating in adirectiveissued under
section 2(g) of the Members of the House of Assembly Retiring Allowances Act® that the
pensionable salary of a Member is to be calculated as the highest amount of any one
sessional indemnity received by the Member in a calendar year, plus 50% of that amount

4 SN.L. 2005, c. M-6.1.
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“being the amount of the tax-free allowance payable” to the Member. The actuary has
calculated that the impact of replacing the tax-free allowance with an increased taxable
salary can be kept neutral if the pensionable saary ishenceforth defined as 81.2% of the new
salary of $92,580.

| am therefore prepared to recommend:

Recommendation No. 57

Q) The MHA pension plan rules should be adjusted to ensure that the
effect of the restructuring of the MHA salary component of
Members compensation not result in any increase in the pension
entitlement of any Member; and

2 The Membersof theHouse of Assembly Retiring AllowancesAct
and the directives issued thereunder should be accordingly
amended, effective July 1, 2007, to provide that the pensionable
salary of a Member for the purposes of section 2(g) of the Act shall
be 81.2% of the highest amount of one salary received by a Member
in any calendar year.

A further incidental effect of adjusting Members' salaries to combine the original
indemnity plusthe non-taxable allowanceinto agrossed-up fully taxable amount will be that
the province's overal salary expense for MHA compensation will be increased by the
amount of the gross-up. This will be unavoidable. However, the amount of the actual
impact will be reduced by the additional provincial incometax revenuethat will bereceived
by the province on the taxable portion resulting from the gross-up. Commission staff have
estimated that the net increase to the province ssalary hill, after taking account of additional
income tax receipts, will be approximately $480,000.

Intheinterests of rationalizing aconfusing and non-transparent current compensation
structure, | believe that the extra cost is worth it. Other provinces appear aso to have
rationalized their payment structurein the sameway to ensure that the compensation paid to
MHAs s clear and intelligible. It isabest practice.

The Job of a Member of the House

In approaching the question of what should be aproper level of remuneration payable
to aMember of the House of Assembly, it becomesimportant to have an appreciation of the
nature and extent of the work involved.

Much of the work performed by an MHA (and certainly its extent) is generally not

seen or appreciated by the general public. There are many misconceptions as to what an
MHA does, or is expected to do, to “earn” not only hisor her salary, but also the continued
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approbation of those who elected him or her. For some, it isassumed that the work centres
around debatein the legidlative chamber. For these people, the fact that a Member may not
be in the House on a given day may signal a serious breach of faith with the electorate,
calling for censure. Thefact that the House sits only a small fraction of the time during the
year may signal that the job is not very onerous and is not deserving of high remuneration.
On the other hand, there are those who believe that an elected representative, to be truly a
“servant of the people,” must be available in the district at all times, interacting with the
electors and always advocating for policies and programsthat have local benefit. For these
people, the absence of visibility of the Member whenever alocal issue arises - or even the
absence of the Member from alocal community function or event - isasignal of dereliction
of duty, again attracting criticism.* For some, there is a sense of “ownership” of the MHA
and a fedling of entitlement to be able to call on the Member at any time to act on their
behalf, regardless of the extent of the demands being made simultaneously by other
constituents.

There s, of course, no written job description of what an MHA is expected to do.
Thetruthisthat the functions (and expectations) of an elected representative are multifarious
- andin many respects open-ended. Asl notedin Chapter 1, itisajobthat isunlikevirtually
any other. Inthe words of the Morgan Commission, “alegislator issui generis.”* This, of
course, makes comparison with any other employment group, for the purpose of setting an
appropriate salary level, very difficult.

Judged solely by reference to the formal work of the legidlature, the work of the
MHA would not seem to be particularly onerous. Chart 9.5 outlines the number of sitting
days and nights of the House since 1989.

% Consider the admonitions of Edmund Burke in the 18" century: “It is his duty to sacrifice his repose, his
pleasures, his satisfactions, to theirs[his constituents]; and aboveall, ever, in al cases, to prefer their interest to
hisown” [quoted in Franks, The Parliament of Canada, p. 57].

*! Morgan Report, p. 10.

9-19



Chart 9.5
House of Assembly Day and Night Sittings

1989-2006
40™ General Assembly
1989 57 days
41% General Assembly
1990 94 days (18 nights)
1991 90 days (15 nights)
1992 91 days (4 nights)
1993 19 days (2 nights)
42" General Assembly
1993 39 days (7 nights)
1994 83 days (14 nights)
1995 81 days (13 nights)
43" General Assembly
1996 58 days (10 nights)
1997 55 days (7 nights)
1998 62 days (4 nights)
44™ General Assembly
1999 53 days (8 nights)
2000 34 days
2001 52 days (6 nights)
2002 50 days (10 nights)
2003 23 days (3 nights)
45" General Assembly
2004 60 days (14 nights)
2005 47 days (11 nights)
2006 42 days (10 nights)

Source: Office of the Speaker

It can be seen from Chart 9.5 that, if anything, the amount of time being spent in the
legislative chamber has been decreasing in recent years. Aswell, | have aready noted that
the amount of time spent in formal meetings and hearings held by House committeesin this
provinceisvery small. From my cross-country review, it appearsthat committee systemsin
some other jurisdictions are much more active than here, and more days are spent actually
gitting in the legislature.

Focusing just on the Member’s House-related work does, however, give a very
misleading picture of the scope of an MHA’s activities. One cannot underestimate the
importance of the constituency-related work that a Member also engages in. Seeking to
influence government policies and to develop programs that will be of benefit to the
Member’s district involves considerable time in the district meeting with constituents, as
well as significant time in the capital dealing with government officials whom they must
lobby. MHAsa so undertake advocacy work for individual constituents before such entities
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as labour standards boards, employment tribunals and pension appeal boards.

Although thereis no clearly defined limit to what an MHA is expected to do, it can
be said that the job of an MHA does centre around a number of core functions.® They
include (i) legislating and deliberating - not only sitting in the legis ative chamber, but also
serving on committees and participating in caucus activities, aswell asdoing all theresearch
and preparation that often accompaniesthose participations; (ii) representing the Member’'s
constituency as awhole by advocating, both in the House and to government, policies and
programs that would be of benefit to the particul ar district, after communicating with hisor
her constituents to understand their needs and concerns and to get feedback with respect to
the impact of government policies on them; (iii) advocating for individual constituents or
community groups to government, or before government agencies and tribunals, and
otherwise assisting them in obtaining information and cutting through government “red tape”
to advance their particular interests.

Thework of theMHA in thetime of Responsible Government in Newfoundland and
the expectations placed upon him or her were graphically described by S.J.R. Noel*:

Since the only effective unit of administration was the electoral district, the
individual district member of the House of Assembly had acquired the
critical function of intermediary between the government at St. John’s and
the people of his district. In the legidature, he was the guardian and
spokesman of local interests, the sole liaison between the governors and the
governed. In addition, he was customarily expected to perform amultitude
of local dutiesthat made him for practical purposes, an unofficial mayor and
councillorsrolled into one; and at the same time he was looked upon by his
constituents asthe provider of freelegal advice and other welfare services of
every kind. As a former governor [Governor Williams| disapprovingly
observed:

They regard their member as one who hasto look after their personal
interestsin every detail. He must be ready to watch over them when
they are ill and get them free medical treatment; he must get them
free tickets for the seal fishery [that is, a berth on a sealing ship],
employment on the railways, free passes from place to place, billets
for their sons and daughters, and must even strive to sell their fish
above market price at the bidding of any ignorant or mischievous
agitator. Infine, thereisnothing too ridiculousfor electorsto expect
of their member, and the failure in any single case may send back a

*2 See the generic descriptions of the functions of elected representativesin other jurisdictionsin C.E.S. Franks,
The Parliament of Canada, pp. 87 - 110; Rogers and Walters, pp. 92-93.
¥ S.JR. Noel, Politicsin Newfoundland, (Toronto: University of Toronto Press, 1971), p. 20.
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constituent to the outport to which he belongs, to become the centre
of a clique resolved to displace the member from his seat in
parliament.>

While the focus may not be regarded today as parochial as in the times Noel was
describing, thereare still affinities. Asgovernment at the municipal level hasincreased over
time, the role of the MHA with respect to dealing with purely local matters has
correspondingly diminished, particularly in urban ridingslike St. John’s. Nevertheless, itis
still truethat in asignificant portion of the province alarge part of theMHA’ stimeis, or can
be, still spent helping constituents with local problems. Although the modern welfare state
has decreased the need of the palitician asintermediary, that role has not moved completely
to the sidelines. Many problems experienced by constituents do, in fact, involve interacting
with government institutions at the provincia level in any event. In carrying out these
functions, the MHA acts variously as ombudsman, social worker, legal advocate and even
father-confessor.

The position of Member of the House of Assembly is, in principle, open to every
citizen of voting age who can convince aplurality of electors of an electoral district to elect
him or her to this important office. Its importance has recently been described in these
words: “ There are many waysto serve our country and our province but thereisno finer way
than to be amember of thisHouse.”> Y et the job does not require aformal skill set. Itisnot
acondition of election that the potential Member possess a degree in political science or a
certificate in public administration or financial management. Arguably, that is one of its
strengths - drawing people from differing backgrounds and life experiences to meld their
varying talents into a truly representative and cosmopolitan institution.

In years past, the legidature was made up primarily of businessmen and
professionals, particularly lawyers. That demographic haschanged. From an analysisof the
occupations engaged in by current members before they were elected, we can now see that
27 Members (out of 48) had post-secondary education, nine had a diploma or trade, and
seven had attended M asters-level university programs. The biggest occupational group was
the teaching profession, followed by municipa politicians or administrators, and then
business persons, office managers and executive assistants. Very few members had
previously been engaged in primary industrieslikefishing or mining, or activitiesthat could
be said to have aparticularly rural orientation. 1t may or may not be significant that the two
largest groups (teachers and municipal politicians and administrators), constituting 36% of
the total occupations represented, potentially have access to separate pensions from those
occupations. The full breakdown of previous occupationsis displayed in Chart 9.6.

Regardless of the composition of today’ slegislature or of the changing nature of the

> Sir Ralph Williams, How | Became a Governor (London, 1913), pp. 412-413 (as quoted in Noel, p. 20).
% His Honour, the Honourable Edward Roberts, ONL, QC, “Speech from the Throne, 2007: Personal
Reflections,” delivered at the Fourth Session of the 45" General Assembly, April 24, 2007.
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type of activities for which the politician isresponsible, it can be said that the work isvery
demanding and time-consuming. There are no clearly defined outer boundaries. It can, in
fact, be all-consuming. It certainly cannot be described asa“9to 5” or “40 hour a week”
job.

Chart 9.6
MHA Previous Occupations
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* Members with more than one previous occupation were counted more than once.
Source: Internal Commission research.

During the course of thisinquiry, | wastold that the job of a politician continuesto
involve countless examples of dispensation of largesse in the local community. In the
normal course of the year, he or she may be expected to provide hospitality, including
rounds of drinks at community events; to contribute to sponsorship of individualsor groups,
especially cultural or sports groupswho aretraveling to compete away; to give donations; to
buy raffle tickets; to buy and provide, often with constituency allowances, gifts or trinkets
for constituents or visitors; to furnish items or services, including clothing and food, for
constituents; and to buy local artwork, including paintings, prints, sculptures and crafts.

In Chapter 10, | argue that the spending of public money in such waysis no longer
appropriate and that the role of an MHA should not include, and should not be expected by
the public to include, such matters. Such spending supports the unacceptable notion that the
politician’s success is tied to buying support with favours. This demeans the role of the
elected representative and reinforces the inappropriate view that the standards of the
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politician are not based on ethical principle.

Throughout thisreport, there has been an emphasison institutional reform aswell as
on measures to encourage and support both individual and collective responsibility on the
part of our elected representatives - in essence, a reform of environment, attitude and
culture. Within this new milieu should operate a new kind of palitician, one who is a
professional and who sees hisor her job as avocation. Professions are occupations whose
practitioners are highly specialized, are committed to ethical codes, and value serving the
public over any other considerations. Vocations are callings.

Some may disputethat politics can be called aprofession; nevertheless, | believethat
the political class in this province should take on many of the attributes of a profession.
Thereisnothing bad that can come from this development, and much that may be beneficial.
| accept that the literature on professionalism is diverse and not all that consistent in
describing its essence. There are, however, some generally agreed-upon attributes of
professionalism that are useful to consider in the present context:

e Professions involve a high level of education, training, experience and
competence on the part of their members,

e Professions usually develop around the central values of society;

e The welfare of society depends to a significant extent on the health of the
professions;

e Professionsdemand adegree of autonomy in decision-making and usualy have
adegree of self-regulation accorded to them by the state;

e Professions have professional bodies that maintain certification procedures
dealing with fitness of members,

e Professions are expected to value service over monetary benefit;

e Professionsdemand high standards of ethical behaviour of their members, often
with reference to codes of conduct;

e Professions sometimes administer discipline to their members that is over and
above that accorded by the legal system;

e Professions emphasize the need for continuing education to active members.
Do these characteristics fit the politician? Not perfectly. There are no education
thresholds, no certification procedures, and no continuing education. Y et there are other

characteristics that do pertain. The accomplished politician possesses a broad body of
knowledge acquired, often over a long period of time, often in civil society, and is
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recognized for such by the electorate. The welfare of society doesto alarge extent depend
on the uprightness and wisdom of itspalitical class. Thisisastruefor provincial societiesas
for the national one. Elected assemblies are realms where autonomous judgment and
decision-making should be the norm. Increasingly, codes of conduct for legislatures are
being adopted and applied as standards against which the actions of politicians are judged.
Service to the public is the value that is foremost in the minds of most politicians; in the
normal course of things, one does not become rich by entering politics, especialy at the
provincial level.

There is, therefore, much that links politicians in Westminster-type systems to the
professions. | am suggesting that thisis not a bad thing. Analogies can and should be drawn
with notions of professionalism when describing what is expected of our politicians. That
would reinforce the expectation that politicians must maintain high standards of behaviour in
all that they do.

Ultimately, politics should be recognized not only as having characteristics of a
profession, but also of a vocation. Vocations generally involve three things: a calling, a
motivation, and a capacity. A vocation is alife that people, not only the elected ones, feel
called to, or even compelled to, live and fedl satisfied in. Its motivation isto live alife of
service, to foster community, and to share. It means, to paraphrase Max Weber, living for
politics and not off politics.

Accordingly, | recommend:

Recommendation No. 58

For the purposes of determining the appropriate level of remuneration to
be paid to a Member of the House of Assembly, the types of supports that
should be provided to assist an MHA to carry out hisor her functions, and
the standards and level of commitment expected from elected
representatives, thework should beregarded asthework of a professional.

Full-Time or Part-Time Occupation

The Morgan Commission, as noted, concluded that the current role of an MHA had
become*afull-timeassignment.” 1, also, am satisfied that thereis certainly enough involved
in the diverse responsibilities of Membersto occupy the average Member for an amount of
time at least equivalent to a normal full-time job. In fact, given the expectations of many
constituents, (especially in the rural areas, where municipal authorities often do not exist)
that a Member should be available “on demand,” it can be said that the “24/7/365”
characterization of the MHA’sroleis not too much of an exaggeration in some cases. The
view of the role of an elected representative in Canada as a full-time occupation is also
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generally recognized in other jurisdictions.®

While it is clear that the work is there to occupy an MHA full-time, if he or she
chooses to perform it, it is a different issue as to whether a member should be required
(beyond the pressure that comes from the fear of not being re-elected) to devote himself or
herself exclusively to the job. Morgan had thisto say:*

Admittedly, afew may be ableto earn supplementary income because of the
nature of their profession or occupation, especially but not exclusively, if
they residein the St. John’sarea. Our recommendation is based on the fact
that to performefficiently and effectively, a member needsto contributeall of
hisor her timeand effortsto thetask. If there are memberswho for business
or professional reasons cannot devote themselves full-time to their
responsibilities, they should be honour bound to inform the Speaker, what
proportion of their timethey can devoteto their duties. Their indemnity and
their non-taxable allowance should be pro-rated accordingly. [emphasis
added].

Thisanalysis led to the Morgan Commission’s Recommendation No. 6:

6. That where amember for any reason cannot devote himself or herself full-
timeto parliamentary and constituency duties, theindemnity and non-taxable
allowance of that member be pro-rated by the Internal Economy Commission
according to the proportion of time that can be devoted.

Because the recommendations of the M organ Commission were binding by virtue of
S. 13(5) of the Internal Economy Commission Act asit then stood, it was arguable that this
became a substantive enforceablerule, not merely ageneral guidelineto be observed. Read
literally, this admonition meant that failure “for any reason” to devote oneself full-time
would trigger proration, even if illness or other events beyond the Member’s control were
the cause. Furthermore, it applied to availability for constituency work, not only to
attendance in the House when it was in session.

Nevertheless, the Internal Economy Commission in 1990 “ summarized and reduced
to point form” the Morgan recommendation and added an additional interpretation,® so that
in its first report issued following receipt of the recommendations, and in annual reports

% See e.g. C.E.S. Franks, The Parliament of Canada, pp. 80-82; Saskatchewan, Report of the Independent
Review Committee on MLA Indemnity, pp. 3, 5; Nova Scotia, Report of Commission of Inquiry on the
Remuneration of Elected Provincial Officials, (September, 2006), p. 11. Inthe survey of MHASs conducted by
commission staff, 86% of respondents indicated they either strongly or moderately agreed with the statement
that “All candidates should run for election on the expectation that they become full-time members.” See
Appendix 1.6 (Survey Results), Item 28.

" Morgan Report, p. 13.

%8 Official Minutes of the Internal Economy Commission,” February 2, 1990, minutes 2 and 3.
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thereafter, the stated position became the following™:

Every member shall be deemed to be afull-time member unless the Speaker
is advised otherwise by the member. Where a member cannot devote
himself/herself full-time to parliamentary and constituency duties, the
indemnity and non-taxable allowance of that member shall be pro-rated by
the Internal Economy Commission to the proportion of time that can be
devoted. Where it appears that a member who had not advised the Speaker
had become engaged in afull-time occupation, the Speaker will communicate
with the member to clarify hisor her intention.

Notably, this re-interpretation of the Morgan position toned down the notion of
unavailability “for any reason.” More importantly, it enunciated a presumption that the
Member wasworking full-time unless he or she otherwise advised the Speaker. The Speaker
was not required to be proactive in noting attendance either in or outside the House; reliance
was to be placed on the honour of the individual Member. And even when the Speaker
became aware of other activity, it wasonly whereit appeared that the Member was engaged
in another “full-time” occupation (i.e., wastotally abdicating hisor her responsibilitiesasa
Member) that he was required to “clarify” the matter with the Member. Itislikely that this
duty of clarification wasintended to apply to any situation where the Member was engaging
in any amount of other activity, but it has been reproduced in the Commission’s annual
reports without amendment for 16 years. As aresult, the scope of the obligation to work
full-time on MHA business certainly became toned down and was arguably confusing inits
application. Certainly, | was made aware of a number of circumstances where current
Members are engaging in other occupations, such as the practice of law. Neither the
Members themselves nor the Speaker appeared concerned that this practice was aviolation
of the “full-time” requirement.

Perhapsthisis because the admonition, eveninits harsher form asrecommended by
Morgan, begsthe question asto what is“full-time.” Doesit mean smply the equivaent of a
normal (say, 40-hour) work week, leaving the Member alife outside of politics, or does it
encompass availability “on demand” for constituents at any time? If the latter, is the
Member even entitled to a vacation or any time off? There are, in fact, no legidlative or
administrative rules stipul ating that an MHA isentitled to any particular amount of vacation
time or sick leave. As well, there have been no clear guidelines issued by the Internal
Economy Commission on the question asto what “full-time” generally meansin the context
of an MHA’swork.

Some limited guidance may be obtained from subsection 27(4) of the House of
Assembly Act,* which provides as follows:

% Report of the Commission of Internal Economy for the Fiscal Year January 17, 1990 to December 6, 1990.
®R.SN.L. 1990, c. H-10.
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4) Nothing in this Part shall be interpreted or applied to
prevent a member who is not a minister from

() engaging in employment or in the practice of a
profession;

(b) carrying on abusiness; or

(c) being adirector, a partner, or holding an office,
other than an office amember may not hold under
this Act, so long as the member, notwithstanding
the activity, is able to fulfil the member's
obligations under this Part.

The “Part” referred to in subsection 27(4) is Part Il of the Act dealing with conflict of
interest. The subsection is directed to ensuring that merely engaging in employment or
professional, business or office-holding activities would not in itself be regarded as a
conflict of interest and hence aviolation of the Act. Assuch, it haslimited applicationto the
broader question under discussion. Nevertheless, it isobviousthat it does contemplate that
Members would in some circumstances engage in outside activities (subject always to the
overriding limitation that he or she alwaysbe* ableto fulfil the member’ sobligations’ under
Part 11 relating to conflict of interest).

I one can tease an underlying legidlative policy from this subsection, and extrapol ate
into the broader arena, it is that the life of an MHA does contemplate other non-political
activities, and where there is a conflict between those other activities and the Member’s
duties, thetest for determining whether the Member is properly fulfilling those dutiesisnot a
guantitative one (i.e., not defined by reference to numbers of days or weeks, vacation
entitlement, etc.) but aqualitative one (i.e., to use the words of ss. 27(4), “... solong asthe
member, notwithstanding the activity, is able to fulfil the member’s obligations ...").

The issue under discussion is not theoretical. In the 1970s, a Member attended
university full-time outside of Canada for the better part of ayear. 1nthe 1980s a Member
continued to act asadeputy mayor of amunicipality. Morerecently, since my appointment,
two issues have entered the public domain relating, respectively, to certain Members who
were alegedly “moonlighting” by carrying on the practice of law® and a Member who
allegedly was unavailable to deal with a public issue in her district because she had been
working outside the province as a nurse.®

& Jvan Morgan, “Moonlighting MHAs: Should MHAsWho Hold Down a Second Job Be Docked Pay?’, The
Independent, (August 6, 2006), p. .

62 Jamie Baker, “Goudie Under Fire: MHA Dodges Suggestion She Has Been Working Out of Province”; and
Michael Rigler, “Residents Want Their MHA: Businessman Says Goudi€e' s Job Not the Issue, Her Presence
Is,” The[St. John's] Telegram, (November 17, 2006).
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The latter case provides a useful set of circumstances that highlight some of the
issues in the current discussion. | must emphasize that in stating the circumstances as |
understand them, | am not asserting their accuracy. Nevertheless, the circumstances as
reported provide aconcrete backdrop for atheoretical discussion of theissues. Thefacts, as
| understand them are:

A Member whose occupation prior to being elected was a registered nurse
left the province for several weeks, ostensibly during “vacation time,” to
work in another part of Canadafor a sufficient number of hoursto maintain
her certification as anurse. Apparently, aregistered nurseis liable to lose
her or his right to practice if ongoing practical work experience is not
maintained. While she was away, an issue in her district involving the
shutdown of a bridge arose, and persons seeking her help were unable to
contact her. Signsof protest reading “Lost: One MHA” were erected in the
area. Calls for her resignation were made on an open-line radio show.
Suggestions were made by some that she should resign if she could not work
full-time for her constituents and that she did not notify the Speaker of the
House in advance of her plans. It is assumed, for the purposes of this
discussion, that she was paid while working as a nurse and that she was
continuing to receive her income as an MHA.

Thisexampleraisesthe question of just how available aMember should be expected
tobe. Aretherenot legitimate reasonsfor unavailability at times? A reasonable vacation?
Taking time off to ensure that one’' s professional certification isnot lost, thereby preserving
the potential for aproductivelife of employment after politics? How does one measure what
isreasonable in any of these circumstances?

What can be said, in my opinion, isthat it is not reasonabl e to assert, as some appear
to have done, that a Member must be available on demand for every issue that arises, no
matter when and in what circumstancesit occurs. Infact, | have been told during the course
of thisinquiry that some Members have even received phone calls on Christmas Day, when
sitting down to Christmas dinner with the family, demanding some action be taken forthwith.
Obvioudly, the conscientious MHA will alwayswant to bein theforefront of any significant
publicissue affecting hisor her constituents. However, reasonabl e peoplewould recognize,
| am sure, that sometimes events will occur when, for a variety of legitimate reasons, the
Member isjust not able to respond in a manner that is regarded as adequate.

The fact that that occurs does not ipso facto mean that the Member is not working
“full-time” in the interests of constituents or is neglecting his or her responsibilities as an
MHA. In fact, the nature of our parliamentary system is such that there are many
circumstances where persons like ministers of the Crown, parliamentary assistants, the
L eader of the Opposition and the Speaker - who are all elected Membersof theHouse- are,
because of their other duties, not able to devote “full-time” attention to their constituency
responsibilities. Yet, that is, and must be, accepted in our system.

Inmy view, itisnot unreasonablefor aperson like the professional mentioned inthe

9-29



foregoing example to take a modest period of time off (perhaps equivalent to areasonable
vacation) to engage in continuing professional certification activities. It is expecting too
much, | believe, for constituentsto insist that aprofessional who offershimself or herself for
public office must be prepared to sacrifice the ability to maintain aprofessional designation
that might be needed when the Member leaves public life. Having said that, one would
expect that an MHA who anticipates being unavailable (or at least more difficult to contact)
for aperiod of time would give public notice of that fact (aswell as notify the Speaker) and
provideinformation asto how messages could be gotten to him or her in an emergency, or at
least give the name and contact information of the applicable constituency assistant.

The question remains as to what should happen if the MHA receives additional
payment for the activities engaged in. Should the Member continue to accept the salary as
an MHA when he or she will not be available to perform the associated duties? Thereisno
clear answer to this question. It depends, in the last analysis, on the degree to which the
Member might be unable to perform the constituency duties. If the time involved is a
relatively short period, and the MHA makes arrangementsto continueto beintouch with the
district and give direction to the constituency assistant, | do not consider it necessary to make
any salary adjustment. On the other hand, if the absenceisfor an extended period of time,
stretching into months, and the Member is compl etely unabl e to attend to constituency duties
during that time, then a Member of good conscience should, | think, be prepared to forgo
drawing a Member’s salary for that period. The test should be a qualitative one: does the
Member’ s absence prevent the Member from being able to fulfil his or her constituency
dutiesin asubstantially material way? Of course, it a'so goeswithout saying that there will
also come apoint when inability to attend to constituency duties resulting from an extended
absence, without any reasonable prospect of areturn in the near future, might well call for
the resignation of the Member from the House.

| am therefore prepared to recommend:

Recommendation No. 59

(1) It should be a legidlative requirement that when the House of
Assembly is not sitting, a Member should devote his or her time
primarily to the discharge of hisor her dutiesand responsibilities as
a Member, making reasonable allowances for such matters as
personal and family commitments, the need for some rest and
vacation time, and ministerial and parliamentary assistant’ sduties,
if any;

(2) Where the Speaker becomes aware of circumstances that indicate
that a Member may not be devoting his or her time primarily to
discharge of hisor her duties as a Member, the Speaker should be
required to refer the matter to the appropriate House committee for
investigation and report to the House; and
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(3 Toediminateconfusion on the point, thelegislation should also state
that a Member, qua Member, is not prohibited from carrying on a
business or engaging in other employment or a profession, provided
that the nature of the business, work or profession issuch that it does
not prevent him or her from attendance in the House when it isin
session and from devoting time primarily to the discharge of his or
her duties as a Member when the House is not in session.

With respect to attendance in the House when it is in session, that aspect of the
Member’ sdutiesisgoverned by Sanding Order 19 of the House, which ordainsthat “ every
Member is bound to attend the service of the House, unlessleave of absence has been given
tohimor her.” Thisissimilar to Sanding Order 15 of the House of Commons, asit existed
prior to 1994, and the standing orders in some other provincial assemblies. No specific
penalty isstipulated for violation of this Order, except possibly the censure of the Privileges
& Elections Committee (which at the moment has not been constituted). This lack of
specific consequenceisin contra-distinction to the requirementsin some other jurisdictions,
such as Nova Scotia,*®® Saskatchewan and British Columbia, which stipulate that absences
from the House will result in areduction of the Member’ sindemnity for each day of absence
(in British Columbia, beyond ten days) and provide (in the case of Nova Scotia) for vacating
of the Member’ s seat in the case of long absences.

If the Houseisto have arule, asin Standing Order 19, that thereis an obligation to
attend the sittings of the House, then there should be visible consequences if the rule is
breached. Other Canadian jurisdictions have taken this step, and | see no reason why
Newfoundland and L abrador should not be equally as conscientious. | recognizethat thereis
adanger that an enforceabl e attendance rule may feed into the simplistic notion that the only
obligation of an MHA, when the House is sitting, isto attend the House, and that failure to
do so, even for ashort time, should be regarded asadereliction of duty. The obligations of a
Member are, of course, much more multi-faceted than that. There are many situationswhen a
Member will be legitimately absent from the House. Personal circumstances such asillness
or bereavement are obvious examples. Therewill also be circumstances where the Member
may be absent from the chamber, but within the precincts of the House, attending to
constituency business or committee and caucus work. Any obligation to attend the House
should obviously recognize these exceptions.

% See Nova Scotia, Office of the Legislative Counsel, Rules and formsfor Procedure of the House of Assembly,
(adopted May 26, 1980), as subsequently amended; Legislative Assembly and Executive Council Act, s.s. 2005,
c. L-11.2, ss. 68(1), and more specifically, Saskatchewan, Board of Internal Economy, Directive Number 21 —
Annual Indemnity and Allowances; Legidative Assembly Allowancesand Pension Act, R.S.B.C. 1996, c. 257, s.
10.
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| therefore recommend:

Recommendation No. 60

D

2

3

(4)

()

There should be a clearly stated legislative requirement that, except
for special circumstances, a Member isrequired to attend the House
on each day when it sits;

Exceptions to the requirement of daily attendance at sittings of the
House should include:

(@) Sickness,

(b) Seriousillness of the Member’s family;

(c) Bereavement;

(d) Attendance at committee meetings or the House of Assembly
Management Commission or itsrelated business,

(e) Attendance at caucus or constituency business where the
Member remainswithin the precincts of the House asdefinedin
the House of Assembly Act;

(f) Attendance to ministerial duties;

(g) Attendanceto dutiesaspremier or leader of the opposition; or

(h) Other exceptional circumstances approved by the Speaker.

Where a Member is absent from the House without acceptable
reason, he or she should face a deduction of $200 a day from salary
for each day of absence;

A Member should berequired to file a declaration with the Speaker
annually, detailing any absences and the reasons therefore; and

Failure to file the declaration should result in withholding of
payment of any further salary until thefilingiscompleted; and where
unexplained absences are disclosed, the appropriate deductions
should be made from the Member’ s future salary payments.

The history of setting appropriate levels of Members salaries in recent times in
Canada has reflected a tension between the desire to improve the chances that it will be
financially possible for most personsto be ableto serve(i.e., so that serviceasan MHA will
not be the preserve of only the wealthy or financially independent) and, at the same time,
ensure that the people who offer themselves do so for the proper motives (i.e., out of adesire
to serve the public rather than to obtain a salary that is greater than they could expect to

Principles Applicable to Setting L evels of Members Compensation
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receive from any other occupation). If the salary level is set too low, only the financially
independent or the part-timer will be attracted. On the other hand, if the salary is set too
high, there is arisk that persons will be motivated out of self-interest, rather than public
service, to offer themselves.

This conflict is well expressed by C.E.S. Franks in his book The Parliament of
Canada:

The two sides in the battle over the remuneration of members are clearly
drawn. On the one side opposed to increases are those who feel that aperson
ought not to profit from public service, and that to make the position of MP
as rewarding to comparable positions elsewhere would make the position
attractive as a source of financial gain and early, generous pensions. This
reasoning is partly traceable to the British tradition of the gentleman-
amateur, wherethe MP receives small financial reward, and hisroleisone of
service, rather than that of salaried employment ... On the side favouring
increases are those, such as the commissions that have examined members
pay and benefits, who feel that adequate remuneration is necessary to attract
good MPs; that MPs should not suffer financially from servicein parliament;
and that there is conclusive evidence that inadequate remuneration causes
hardship.

Incomes policy, wages, and salaries are among the most contested and
challenging aspects of the modern economy and society. MPs are far from
being in the best-rewarded category, but their pay and benefits are among the
most visible and as such are subjected to public discussion. MPsarein the
difficult position of having to decide on and defend their own pay raises,
unlike most other wage-earners. The arguments of the two sides are
irreconcilable.*

The Morgan Commission al so engaged in adiscussion of thesetwo “irreconcilable’
points of view and observed that the two extreme positions ought to be avoided, if possible.
Morgan wrote:

Those favouring low compensation support the view that it increases the
likelihood of limiting public service to those willing and able to make
sacrificesin order to promote the welfare of the body politic. They appear to
be afraid that a high compensation will attract “inferior” persons who are
incapable of holding well paid jobsin the market place. Thesewritersreally
seem to regard membership in the legislature as the prerogative of the
independently rich and to associate ability and a public spirit with inherited

8 C.E.S.Franks, The Parliament of Canada, pp. 84-85.
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or earned wealth and with membership in the “upper class.”

Those who favour a high compensation stress the fact that the expense
involved in seeking election and the cost of serving as a Member of the
Legidlature for an extended period beyond home base will deter capable
persons who lack an independent or a supplementary income from seeking
election. They argue that failure to provide such promising potential
candidates with adequate and reasonable compensation will not discourage
persons with inferior qualities and motives from trying to enter the political
arena. They aso point out that members of a Legislature who lack an
adequate income to support their family in a reasonable manner become
exposed to the temptation of serving, for their personal benefit, the objectives
of the Executive Branch or of outside vested interests at the expense of their
obligations and responsibilities to the Legislative Branch. They conclude
that in amodern democratic society provisions should be madeto attract into
public service competent individuals from a broad range of professions and
occupations, irrespective of their social or financial background.®

TheMorgan Commission argued for “anew approach” and came down on the side of
developing a compensation package that would “lure capable and competent men and
women into the political arena.”® In so doing, the Commission rejected, asno longer valid,
the proposition that compensation should be held low so that it would not motivate peopleto
enter political life for other than reasons of public service. It opted, in other words, for a
level of compensation that would make it financialy possible for a broader range of
individualsto be ableto serve. If that meant, inindividual cases, that some el ected members
would end up being paid more than they otherwise could have expected to be paid in other
employment, so beit.

There is a consensus, | believe, that the more important principle is that
“compensation arrangements in place should not act as a deterrent to those considering
entering or staying in provincial public life.”®’

In the course of my consultations, it was represented to me that although the
compensation scheme now seems adequate - not an impedi ment to those of lesser financial
means from serving in the House - it still does not adequately address the situation of those
of higher incomes, such as professionals, who will not have accessto any continuing source
of income, such as from investments, while serving, and who, effectively, have to give up
their professional incomein favour of alesser income asacondition of serving asaMember.

It was suggested to me that service asan MHA has been a source of financial hardshipto a

® Morgan Report, pp. 5-6.

% pid., p. 9.

67 Ontario, Report of the Honourable Coulter A. Osborne Integrity Commissioner Re: MPP Compensation
Reform Act (Arm’s Length Process), 2001, (Toronto: Office of Integrity Commissioner, December 7, 2006),
para. 26.
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number of Members, who have had to readjust their lifestyle for thisreason. | wastold, as
well, of at |least one case where aMember has had to sell some of hispersonal assetsin order
to generate enough fundsto make ends meet. Asaresult, it was suggested, professionalsand
other high-income earners without continuing sources of other income are increasingly
reluctant to run for office because of the negative impact on their income levels and
disruption of career paths. Certainly, acomparison of today’ s occupational characteristics of
the House, as disclosed in Chart 9.6 above, with those of, say, thirty or forty years ago,
would appear to bear that out.

There is no easy answer to this problem short of establishing a substantially higher
compensation level for all MHASs simply to meet these exceptional cases, or introducing a
variable compensation scheme depending on thefinancial circumstances of each individual
Member.® In the current climate, | do not believe that either of these alternatives would be
acceptable. The best that can be strived for isto attempt to establish and maintain alevel of
income that enables Members to live in “reasonable comfort,”® given the demands made
upon Membersgenerally, but without referenceto their personal financesinindividual cases.

The problem of setting afair and reasonable level of compensation for Members of
the House is compounded by the fact that, as| have noted previously, the“job” of the MHA
isdifficult to categorize, and is not easily compared to the jobs other people do. 1t has been
said, for example, that:

The work that MPs do is roughly comparable to that done by middle-upper
level professionals. MPs work long hours and have many demands and
pressures on them that most people do not face.”

But isajob comparison alone asufficient basisfor setting elected Members' salaries? Does
not proper compensation go beyond the matter of being fair to individual Members and
ensuring that proper people are attracted to public service? It must also extend to the
fundamental issue of ensuring that the effectiveness and integrity of the legislature as an
ingtitution are preserved. On the other hand, Members compensation must, in the last
analysis, be generally consistent with public expectations, and “ public expectations may in

% Theideaof providing differing levels of income depending on the past income levels of Members (say, the
averageincome, other than from investments or other continuing sources of income, declared onthe Member’'s
last three tax returns) would certainly not be regarded as acceptable, since it would involve paying different
amountsto different people for performing the samejob. It could not be justified on a*“compensation” theory
of payment. Interestingly, it could possibly bejustified on thetraditional “indemnity” theory - indemnifying the
Member against the “loss of income sustained in sacrificing time, energy and talentsin the public service” (per
Dawson, 1964, p. 365). It would also eliminate the concern of setting general compensation levelstoo high, and
thereby attracting persons who would be motivated to offer themselves out of adesire for persona gain rather
than public service.

% Canada, Report of the Commission to Review Allowances of Members of Parliament (Ottawa: Supply and
Services, 1989), p. xviii.

" Canada, Commission to Review Allowances of Members of Parliament, Supporting Democracy, (Ottawa:
Supply and Services, 1998) Vol 2 Research Paper No. 1, p. 13.
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fact require that [Members] be paid less than afair amount.” ™

Various commissions and review committees over the years have attempted to
articulate a number of principles that should be taken into account in setting fair and
reasonable compensation levels for elected representatives.” | have reviewed a number of
them. Based on that review, as well as the submissions that have been made to me and my
own consideration of theissues, | offer thefollowing list of principlesthat should bebornein
mind when embarking on this difficult task. | should also notethat, in some respects, giving
full reign to one principle may work against the achievement of another. In the end, a
compromise must be achieved.

e Compensation should be sufficiently high to have a reasonable prospect of
attracting good, competent and qualified people from a wide variety of
backgrounds, but not so high asto be the major inducement for seeking office;

e Thelevel of compensation should enablethe average MHA toraiseafamily and
livein relative comfort, but not in luxury;

e Thelevel of compensation should be sufficient to enable the MHA to act asan
autonomous representative, not beholding to the executive branch of
government, and free to concentrate time and attention to constituency issues
and parliamentary duties;

e MHASs should not become wealthy or profit excessively as a result of their
public service;

e  Compensation for MHASs should not be seen by the public asbeing significantly
out of step with general economic trends especially when other people in the
province are suffering financial hardship;

e Thelevel of compensation should recognizethat thework isafull-timejob and
involves weekend and night work, long-distance travel, family separation and
required attendance at public events and ceremonia occasions;

e Any increase in the level of compensation should be respectful of general
economic conditions, the interests of taxpayers and the costs to the public
treasury.

" Ibid.

2 See, e.g. Saskatchewan, Report of the Independent Review Committee on MLA Indemnity; Nova Scotia,
Report of the Commission of Inquiry on the Remuneration of Elected Provincial Officials, (September 2006);
Nova Scotia, Report of the Commission of Inquiry on Remuneration of Elected Provincial Officials, (December
2003); Ontario, Report of the Honourable Coulter A. Osborne Integrity Commissioner Re: MPP Compensation
Reform Act (Arm's Length Process), 2001, Canada, Commission to Review Allowances of Members of
Parliament, Supporting Democracy.
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The last principle raises the question of the degree to which current provincial
economic conditions, aswell asthe general fiscal capacity of the province, should beafactor
in setting MHA compensation levels. On the one hand, it must be remembered that for our
democratic system to operate, its core functions must continue to function effectively,
regardless of the economic conditions facing the province. The executive must still be able
to govern. The courts must still be able to resol ve disputes and enforce basic societal rights.
And the legislature must be able to respond to public issues by exercising the law-making
function. In short, the three branches of government must be able to continue to function if
society isto be held together. It istherefore possible to make acase, just asit was madein
Chapter 6 respecting the provision of sufficient resourcesfor the House,” that compensation
levels should be set according to principle, regardless of difficult economic conditions.
Arguably, it is in the toughest of times when we most desperately need to attract good,
competent and qualified individualsto becomeinvolved in the public affairs of the province.

On the other hand, politicians are expected to lead by example. They cannot be too
far out of step with public expectations or they may undermine and ultimately destroy their
own credibility or the confidence of the electorate. Asnoted earlier, public expectations may
in fact require that Members be paid |ess than what would otherwise be considered to be a
fair amount. The argument for ensuring that the three branches of government continue to
function applies, | would suggest, with greater vigour to the provision of functional
resources to enable others within the system to carry out their jobs - in the case of MHAS,
the provision of adequate allowances - rather than to the level of compensation actually paid
to those persons for the work they do.

In the end, prevailing economic conditionsin the province cannot be ignored when
setting MHA salary levels.

Future Salary Levels

Some have suggested that it is not only difficult, but also effectively impossible, to
equate an MHA’ srole with any occupational or professional group. Whilethat may betrue
when comparing the actual tasks that are performed, it may nevertheless be possible to
engagein ageneric analysisof thefunctional characteristicsof therolethat might lend itself
to comparison with the characteristics of other typesof occupations. Certainly, professional
management analysts are able to compare disparate jobs for the purpose of developing fair
and consistent wage categories by focusing on such things asrequired knowledge and skills,
levels of responsibility, numbers of persons supervised and the degree of supervision
required, impact on policy formulation, hoursworked and budgetary responsibilities. Based
on such criteria, among others, comparisons can be made.

"8 See under the heading “ Resources of the House.”
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Even within such an anaytical framework, however, it may still be difficult to
compare an MHA’s job with others’ fairly. It may bethat the typical comparators operate
differently and should have different emphases. For example, an MHA isresponsiblefor, in
the sense of “supervising,” very few people, yet, in another sense, is responsible for the
thousands of individualsin hisor her district in avery different way than, say, acivil servant
isresponsible to the public he or she serves.

| did not consider it possible, in the time available and given the other aspects of my
inquiry, to commission a management analysis to enable comparisons to be made of the
MHA'’ srolewith occupationsin the private and public sectors. It issomething, however, that
future review commissions may consider appropriate to undertake.

For present purposes, | have considered a comparison with existing compensation
levels of elected representatives in other provincial and territorial legislatures to be the
fairest method of setting Newfoundland and L abrador MHA compensation for theimmediate
future. 1 will be recommending that another review take place following the next election, or
at least during the next General Assembly. It is at that point (assuming the other
recommendationsin thisreport will have been adopted, creating, itisto be hoped, adifferent
structural and attitudinal environment in the House) that a better visualization of the “ new
MHA” will be possible and afurther assessment of appropriate salary levelsfor the longer
term can be undertaken.

Aswas noted in Chart 9.2, Newfoundland and L abrador ranks fifth amongst the 13
provincial and territorial legislaturesintermsof salary levels. That isnot bad for aprovince
that perennially rankslast among provinces in a number of important economic indicators.
Two of the four jurisdictions ranking ahead of this province are Ontario and Quebec, the
nation’ stwo largest provinces. The other two are the Northwest Territoriesand (asaresult
of recent adjustments) Nova Scotia.

When Nova Scotia recently reassessed its compensation levels, its review
commission placed greatest emphasis on population and geography when comparing with
other provinces. It eliminated Ontario and Quebec for that reason and concentrated
primarily on what it considered to be a “peer group” closest in population size and
geographic proximity and faced with similar social and fiscal challenges. Saskatchewan,
Manitoba and the other Atlantic provinces. In my view, thisis an appropriate method of
comparison for Newfoundland and Labrador as well.

The comparative charts developed by the Nova Scotia commission highlighted the
fact that Newfoundland and L abrador paid the highest level of compensation within that peer
group. It is not without significance, | think, that even though Nova Scotia's review
commission referred to Nova Scotia generally as the “leader in the region,” it did not
recommend asalary level equal to or greater than that paid in Newfoundland and L abrador.
Infact, reading between the lines of the report, one might be forgiven for concluding that the
Commission regarded this province' s level of compensation as excessive or aberrant. The
Nova Scotia commission recommended a salary of $79,500, which, on its face, was still
considerably less than the equivalent grossed up Newfoundland and Labrador amount,
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according to the charted figures used by the commission.”

From my consultations with existing MHAS, | do not sense a strong point of view
that salariesarein need of amajor overhaul at the present time. | have noted previously that
in the written survey sent to all MHAS, 69% either moderately or strongly agreed with the
proposition “| find the overall level of compensationto MHASsto bereasonable.” ” Fromthe
small number of public submissions received, the view was that, if anything, MHASs are
overpaid rather than underpaid.

Taking all of these things into consideration, especialy the relatively high level of
compensation presently payable when compared with other jurisdictions, | am of the view
that the level of compensation for Newfoundland and L abrador MHASs remains adequate at
present levels and that there is no basis for recommending an increase at this time.

There remains the question as to whether there should be some mechanism put in
place to provide for regular cost-of-living increases in salary levels until the next major
review can be undertaken. At present, the MHA salaries increase annually according to
increasesin the executive pay plan with government. One of the difficultiesassociated with
such an adjustment mechanism is that government has control over the executive pay
increases and may be considered to be in conflict of interest in setting those levels asit also
indirectly affects the amount that MHA's themselves will receive.

Other adjustment mechanismsthat could be employed include adjustments according
to the consumer price index or average weekly earning indices. The Saskatchewan
Independent Review Committee on MLA Indemnity, which reported in June 2006, examined
the pros and cons of these various indices and concluded that the consumer priceindex was
the right adjustment mechanism for that province.

It does not follow, of course, that there should necessarily be any annual adjustment
to MHA compensation by reference to an automatic mechanism such as the consumer price
index. That isapolicy issuethat should be considered by each subsequent review of MHA
compensationinthisprovince. It might well be, for example, that future salary levelswould
be recommended to be set for the whole of a General Assembly; in other words, it might be
decided that for the ensuing four years, the salary levels would be set to take account of
anticipated increasesin the cost of living; or already are sufficiently high, so that noincrease
for thoseyearsisneeded; or that salary levelsbeincreased by a pre-determined amount each
year or each couple of years. Those are mattersthat should be considered each timeabasic

"t subsequently became apparent that although it was not specifically recommended or even addressed by the
Nova Scotia Review Commission, Nova Scotia MLAs have also been granted entitlement to a $12,000 non-
taxable allowance on top of the $79,500 recommended by the Commission. A true comparison with Nova
Scotianow requires the addition of agrossed-up amount reflecting the additional $12,000, as hasbeen donein
Chart 9.2. That iswhy Nova Scotia now ranksthird in the country for MLAS' salaries, and can now arguably
be said to be the aberrant province in the five-province comparison.

> Appendix 1.6 (Survey Results), Item 32.
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review of compensation is undertaken.

All that needsto be considered at the present time, therefore, iswhat should happen
between now and the next review. | am satisfied that, notwithstanding questions as to the
appropriateness of the current adjustment mechanism and given therelatively short timethat
will beinvolved before another review will be undertaken, the present arrangement should
be alowed to continue. Little will be gained by implementing a new system that may itself
have to be dismantled as aresult of the next review.

Although | will not be recommending any changes to the salary levels of other
official positionsin the House, thereisone salary issue that must neverthel ess be commented
on. That relatesto the Public Accounts Committee. | have already noted that the chair, vice-
chair and members of the PAC receive a fixed salary - the only members of a House
committee to do so - in recognition of the important role they are anticipated to play in
guiding the Committeeinitsimportant function of calling the government to account for its
financia stewardship.

| have previously commented on the lack of apparent activity on the part of the PAC in
carrying out itsexpected role. The Morgan Commission, aswell, had previously expressed
concern about the same thing. Morgan recognized that, asaresult of itsrecommendations, a
new approach was being taken to financial matters relating to the House, and additional
burdens were being imposed on members of the PAC. The Commission, therefore,
recommended an increase in the allowances to the members of that Committee and
suggested that the Commission of Internal Economy keep the allowances under periodic
review as circumstances changed. The following annual payments were recommended by
the Morgan Commission for members of the PAC: chairman - $8,000; vice-chairman -
$6,000; and member - $4,000.” Those amounts have increased over time.”

The payment of special compensation to membersof the Public Accounts Committee
was predicated on the expectation that the Committee would be an active committee and
would take stepsto fulfill itsrole conscientioudly. If therecommendations of thisreport are
adopted, the PAC will have an even greater role to play in examining the accounts of the
House and the reports of the House of Assembly Management Commission. Itisreasonable
to expect that if the members of the Committee, especially the chair and vice-chair, areto be
paid extrafor their anticipated role, they should perform it. If not, the practice of paying
them extra should be discontinued.

® Morgan Report, pp. 25-27.
" Report of the Commission of Internal Economy for the Fiscal Year April 1, 1998 to March 31, 1999. See
“Members Rules, 1996” on p. 17.
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Accordingly, | recommend:

Recommendation No. 61

(1) Subject to paragraph (2), there should be noincreasein the level of
remuneration paid to Members of the House of Assembly until a
review of salary levels is conducted during the next General
Assembly;

(2) Interim cost-of-living adjustmentsto the basic level of remuneration
of Members may, until the review of salary levels during the next
General Assembly, continueto be made on an annual basisbased on
annual changesin the executive pay plan of government;

(3) Theissueof continuing on a go-forward basis, and, if advisable, the
type and manner of interim, annual cost-of-living adjustments to
basic levels of remuneration between general salary level reviews,
should be referred to the next salary review committee for
consideration and recommendation; and

(4) Unlessthe Public Accounts Committee actively engagesin the types
of activities recommended in this report, the next salary review
committee should give consideration to recommending elimination of
the special salary supplement now paid to the chair, vice-chair and
members of the Public Accounts Committee and replacing it with a
per diem attendance payment similar to that paid to other committee
members.

Severance

The Morgan Commission recognized that members may have difficulty resuming
their occupation after several yearsin politics. The practice of paying severanceto members
of the public service and of the House of Assembly, when their term of serviceisvoluntarily
terminated, was established prior to the Morgan review. The Morgan Commission approved
this practice and recommended that when a Member of the House was terminated after at
least seven years of service he or she should receive aseparation allowance of 5%, per year,
of the indemnity and non-taxable allowance for each year of service up to a maximum of
50%."

The severance policy as set by the Morgan Commission was revoked by the

8 Morgan Report, pp. 30-31, Recommendation 16.
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Commission of Internal Economy in 1999. They substituted the following:

Memberswho were Membersimmediately before an election areeligiblefor
severance pay when they ceaseto be Membersfor any reasons. Severanceis
calculated at one month’s current basic indemnity™ for each year of service
and prorated for part of the year's service. Minimum severance is three
months pay; maximum is 12 months pay. Office holders of the House
including the Deputy Speaker, Opposition Leader, the Whips, etc. shall be
paid severance in accordance with the same rules that apply to Cabinet
Members when they leave office.®

Thisis an aspect of Members' compensation that | did not examine in any detail. |
received no substantive submissions from Members or from the public on the adequacy or
appropriateness of the present severance arrangements. Accordingly, it isan areathat should
be left for consideration by a subsequent review committee.

There is one area relating to severance, however, that should be specifically
addressed. If the recommendations in this report respecting combining the original
indemnity plusthe non-taxable allowanceinto agrossed-up taxable amount are accepted, the
guestion will arise as to what should be the base salary to which the existing severance
formula should be applied to yield the total severance payment. If the base is the new
grossed-up amount, the severance payments will automatically be increased and retiring
MHAswill receive, essentially, awindfall. | do not believe thiswould be appropriate. The
rules respecting severance should therefore be forthwith adjusted to ensurethat the severance
payments, in absolute terms, payable to retiring Members are not increased.

™ Although the policy refersto the“basic indemnity” asthe basisfor calculating the severance payment, | have
been told by officials of the House that, in practice, the base includes the non-taxabl e allowance.

8 Report of the Commission of Internal Economy for the Fiscal Year April 1, 1999 to March 31, 2000, p. 8,
June 23 meeting at minute 3.
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| therefore recommend:

Recommendation No. 62

Q) The rules with respect to calculation of severance payments for
MHAs should be adjusted to ensure that the amount of severancea
retiring MHA will receivewill not be greater, in absolutetermsasa
result of implementation of afully taxablesalary for MHASs, than it
would be under the existing payment arrangement of an indemnity
plus a non-taxable allowance; and

(2 The manner of calculation of severance payments to Members of
the House of Assembly who cease to be Members, and the
conditions, if any, to be attached to such payments, should be
referred to the review of salary levels to be conducted during the
next General Assembly for consideration and recommendation,
taking into account, amongst other things:

@ severance levelsin the public service;

(b) severance arrangements applicable to Members in other
Canadian provincial and territorial legislatures; and

(© the special impact that leaving public life may have on
future employment prospects.

Future Reviews of Salary and Benefits L evels

The fundamental difficulty with public acceptance of the legitimacy of the current
process of setting levelsof Members' compensation isthat, unlike most other wage earners,
MHAs effectively set their own wage levels.

Given public attitudes that often ascribe motivations of self-interest to politicians -
fuelled especially by recent events that arguably serve to reinforce the idea expressed in a
submission by one former MHA that “when principle and money collide, the latter is often
thevictor”® - the electorate isunlikely to be satisfied with the current system. It effectively
gives free reign to MHAS, through the Internal Economy Commission, to pay themselves
what they want, subject only to their perceptions of what they believe the electorate will
tolerate. As we have seen, the risk of negative reaction from the public was muted
considerably by the significant delaysin giving any public notice of the decisions of the |EC;
and by thefact that, even when notice was given, it was often inaccurate and misleading, or,
by obtuse language, masked the true import of what was happening. Such a system was

8 Quoted in Chapter 10 (Allowances) under the heading “ Donations.”
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tailor-made to generate suspicion and mistrust, leading to an unwillingness of the public to
accept the legitimacy of compensation levels set by such a process, even if, objectively
considered, the resulting salaries could be said to be reasonable.

Earlier in this chapter, | noted that at the time of the creation of the Morgan
Commission, the system of setting MHA salaries was very different. At that time, the
process provided for a formal periodic review by an independent body. Because the
recommendations were final and binding, the resulting salary could not be rejected by the
MHASs or the IEC in favour of some other more lucrative arrangement. As such, the
compensation levels were effectively set independently of Member self-interest. Intheten
yearsfollowing the Morgan Commission, this system was denuded of any safeguards against
the intrusion of self-interest into the process.

It is time to return to a more principle-based system. The need to rebuild public
confidencerequiresit. Ashasbeen stressed many timesthroughout thisreport, transparency
and accountability are essential to the maintenance of public confidence. A compensation-
setting process that is engaged in under aveil of secrecy, by people who make the decision
in the context of a conflict of self-interest and public duty, will not pass muster. An
independent review process that takes placein thelight of public scrutiny istheleast that is
required. Thisl believeisalso generally recognized by the existing MHAS:. in the survey
conducted by the inquiry staff, 55% of respondents were of the view that studies of MHA
compensation should be conducted by “an arm’ slength independent commission appointed
by statute.” Only 19% believed that the review should be undertaken by the IEC as
presently constituted.®

Of all the Canadian provincial jurisdictions, Newfoundland and L abrador comesthe
closest to unrestrained and uncontrolled discretionary setting of salary and benefit levels.
Many Canadian provincial and territoria jurisdictions provide in their legidation for a
periodic review of salary levelsby anindependent commission.® Other jurisdictionsdo not;
however, these jurisdictions do have either legislated or otherwise specified methods for
adjustment of Ministers' remuneration.®* Until recently, Ontario provided for areview of
Members' salaries by the Integrity Commissioner at such intervalsashe or she decided.® In
December 2006, the Integrity Commissioner recommended that Ontario Members' salaries
be linked to a percentage of the salaries of Members of Parliament.® This arrangement has

8 See Appendix 1.6 (Survey Results), Item 12.

8 Prince Edward Island, Legislative Assembly Act, R.S.P.E.l. 1988, c. L-7 s. 46; Manitoba, Legislative
Assembly Act, C.C.S.M. c. L110s. 52.7; Nova Scotia, House of Assembly Act, R.S.N.S. 1989 (1992 Supp.), ¢. 1
s.45; Northwest Territories, Legislative Assembly and Executive Council Act, SN.W.T. 1999, c. 22 s.35 and
Nunavut, Legislative Assembly and Executive Council Act s. Nu. 2002 ¢. 5s. 37.

8 Quebec, Conditions of Employment and the Pension Plan of the Members of the National Assembly, an Act
respecting the R.S.Q. c. C-52-1; New Brunswick, Legislative Assembly Act, R.S.N.B. 1973, c. L-3 ss. 25 and
32; Yukon, Legislative Assembly Act, R.S.Y. 2002. c. 136 and Alberta, Legidative Assembly Act, R.S.A. 2000,
C.L-9.

& | egidative Assembly Act, R.S.0. 1990, c. L.10, ss. 61(1.1), as amended by S.0. 2001, c. 15, s. 1.

8 Ontario, Report of the Honourable Coulter A. Osborne Re: MPP Compensation reform Act (Armi's Length



now been legislated.?” In Saskatchewan, provision has been made for the appointment of an
independent committee to review Members salaries, but the Board of Internal Economy
may reject the report of the review committee and implement another regime by simply
issuing adirectiveto that effect.®® Aswell, thelegislation empowered the Board, by further
directive, to make subsequent changesto the salary regime before anew review committee
was congtituted, “in any manner that the board [of Internal Economy] considers
appropriate.”® In 2006, areport of areview committee argued for the need to “ depoaliticize”
the process and recommended that, once the salary level was set following a review, the
Board of Internal economy should not be ableto change the salary until the next independent
review.® | have been told that the Saskatchewan Board of Internal Economy has accepted
this recommendation and that it is intended that legidlation implementing it will be
introduced before the next General Assembly.

Aside from the new arrangement that has recently been implemented in Ontario, it
can be said that there is a general (but not universal®™) practice across the country that
Members salaries and benefits should be reviewed periodically by independent review
commissionsor committees, at least as aprelude to making changesinthe salary regime. In
some cases, the setting of salary levels is effectively delegated to the review committee,
whose recommendations are binding; in others, the recommendations can be varied or
rejected by the board of management, but at the least there is provision for regular,
independent analysisasabasisfor aprincipled discussion ontheissue. Evenin Ontario, the
process is depoliticized because the setting of salary levelsistaken out of the hands of the
local politicians.

Of course, the legislation in this province still provides for the possibility of
appointment of an independent review commission,* but its recommendations are not
binding and, most significantly, thereis nothing mandating that it be appointed on aregular
basis. Indeed, there is no incentive to appoint a commission because the legislation also
allowsthe Commission of Internal Economy to make changesto the salary regimewhenever
it wants.*® As | have already noted, experience in this jurisdiction has shown - where no
commission has been appointed for over 17 years - that unlessthereisarequirement that an
independent review be undertaken on a regular basis, it will not happen so long as the
Members themselves, through the IEC, can set their own salariesin any event.

Even if the recommendations of areview commission are not considered binding,
thereis certainly merit in providing for an objective analysis of what salaries should be, so

Process), 2001, paras. 33 and 34.
8'5.0. 2006, c. 36, s. 1.
8 | egidlative Assembly and Executive Council Act, S.S. 2005, c. L-11.2, s. 65.
% ss. 66(4).
Psaskatchewan, Report of the Independent Review Committee on MLA Indemnity, (June 2006), pp. 14-15.
°! The exceptions appear to be Alberta, New Brunswick, Quebec and Y ukon.
22 Internal Economy Commission Act, R.S.N.L. 1990, c. I-14, s. 13.
S 14.
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that subsequent actions in setting the ultimate salary levels can be judged by the public
against that independent analysis. In fact, it is the independent analysis, rather then the
binding nature of theresult, that isthereal benefit of aperiodic review. Therewill thenbean
objective standard against which the decisions of the Housein setting Members' salariesand
benefits can be judged by the public.

One of the reasons given for removing the “final and binding” requirement of
commission recommendationsin the Morgan erawasthat it would preclude the ability of the
House to adopt, in a time of fiscal restraint, a more modest salary regime than was
recommended. Of course, that cannot be considered an insuperable objection. The House
could always pass amending legislation setting alower salary if it chose to do so. It would
also not justify doing away with having a commission of any kind, even one whose
recommendations were not to be considered binding. Infact, it isnot necessary to make a
review commission’ srecommendations binding in order to ensure that MHAswill not reject
the recommendations in favour of amore lucrative arrangement. All that is necessary isto
provide in the legislation setting up the review commission that, although the IEC and the
House can modify the commission’s recommendations, the modification cannot create
compensation levels greater than those recommended.

| gave consideration to following Ontario’ slead and recommending tying thelevel of
MHA salaries to the salaries of Members of Parliament, but in the end | rejected the idea.
While such asalary-setting methodol ogy doesremovetheissue of local self-interest fromthe
process, it substitutes a system that effectively allows another political regimeto determine
what is appropriate for this province. The integrity of the local salary levels will then
depend on the integrity of the salary-setting process at the federal level. That process may
not be appropriate to take account of special provincia considerations.* Aswell, areview
commission will generally be tasked with making recommendations not only respecting
salaries but also respecting allowances, pensions and other benefits. These are matters,
especially alowances, that will clearly haveto receive provincia consideration and could
not be simply tied to a percentage of the federa package. Inasmuch asthere will be arole
for an independent review of these other matters, it seems to me that a review committee
should at the same time give consideration to the whole financial landscape, including the
salary component, in the context of what ismost appropriatefor thisprovince. That isnot to
say, of course, that areview committee could not recommend asalary that isequivalent to a
percentage of afederal MP' s salary or the salary of another provincial member. | do not
believe it is appropriate, however, to statutorily tie the provincial salary level to a salary
level in another jurisdiction for all time.

% | agree with the conclusion reached by the Independent Review Committee on MLA Indemnity in
Saskatchewan which commented on page 7 of its June 2006 report: “While relating MLA compensation to
some external benchmark would depoliticize the process of setting and adjusting MLA salaries, thiswould not
necessarily provide a‘made in Saskatchewan’ solution to the problem. The government would not have the
flexibility to take into consideration such factors as its economic and fiscal capacity, earnings and wage
settlementsin the public and private sector, and inter-provincial cost of living comparativesincluding housing
costs’.
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There is no magic to the choice of how frequent formal periodic reviews should be
conducted. Now that, except under special circumstances, an electioninthisprovincewill be
held once every four years,® one can plan to have a review once during every General
Assembly.* Accordingly, the House should be required to appoint a review committee
during asession of aGeneral Assembly to review salaries, allowances, severance payments
and pensions the Review Committee should report to the House in time to enable it to
respond to the recommendations in a subsequent session by amending the applicable
legislation, and in time for the House of Assembly Management Commission to amend any
applicable allowance rulesto have an adjusted regime finalized before the next election. To
reduce the perceived influence of self-interest in the process of setting salaries and benefits,
the new regime should only become effective following the new election.

Accordingly, | recommend:

Recommendation No. 63

(1) Onceduring each General Assembly, the House of Assembly should
cause an independent committeeto conduct an inquiry and preparea
report respecting the salaries, allowances, severance payments and
pensionsto be paid to Members during the next General Assembly;

(2) The persons appointed to the committee should not be Members of
the House and should be regarded asindependent per sons capabl e of
representing the public interest in ensuring that fair and reasonable
remuneration is paid to Members of the House, while at the same
time preventing the unnecessary expenditure of public funds;

(3) Before appointments are made to a review committee, the Speaker
should first consult with the Government House Leader, the
Opposition House Leader, and the leader of any third party having
one or more Members in the House and report the results of those
consultations to the House;

% House of Assembly Act, R.S.N.L. 1990, ¢. H-10, ss. 3(2)
% | note without further comment that a recent review commission in British Columbia recommended that a
comprehensive review of the B.C. MLA compensation package be undertaken in the first session of every
second parliament. See British Columbia, Report of the Independent Commission to Review MLA
Compensation (Sue Paish, Q.C., Chair), April 2007, p.16.
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(4)

(5)

(6)

(7)

Upon receipt of thereport of areview committee, the Speaker should
berequiredto refer the recommendationsto the House of Assembly
Management Commission for consideration;

The Commission should have the power to modify the review
committee’ srecommendations, but only in a manner that would not
exceed the maximum amounts recommended by the committee to be
paid;

Upon acceptance or modification of a review committee's
recommendations, the Commission should berequired to submit the
itemsrelating to salaries and other mattersthat may be necessary to
be implemented by legislation to the appropriate minister for the
preparation of a Bill to amend applicablelegislation accordingly, and
place the remaining items on the agenda of a meeting of the
Commission for the adoption of appropriate rules implementing
those recommendations; and

A review committee should remain constituted after delivering its
report for a period of time to enable the Commission to consult with
it on matters in the report that may require clarification or
amplification.
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