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Review of Compensation of
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A Report
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Commissioner: The Honourable ].C. Major, CC, QC

“MLAs must realize that their primary purpose is to maintain the integrity of democracy
and that all of their actions should focus on that goal. Serving their constituents is noble, but
does not necessarily protect the freedom of the individual inherent in democracy. Serving,
legislating, regulating, debating, voting and all other MLA actions, if not properly focused,
could erode our democratic principles.”

The Honourable Raymond (Ray) Speaker, PC, OC

Review of Compensation of Members of the Legislative Assembly of Alberta | 5



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

Table of Contents

Acknowledgements 8
Summary of Recommendations 9
Section 1: Introduction 10
1.1 Mandate 1
1.2 Guiding Principles 12
1.3 Publicity of Review and Summary of Evidence Gathered 13
1.4 Principle Areas of Concern 15
Section 2: Evidence 16
2.1 Current MLA Compensation and Benefit Package 17
2.2 The Role of an MLA 19
2.3 The Highs and Lows of the Position of MLA 22
2.4 Fair Compensation 24
2.5 The Use of Comparators 26
2.6 Hay Group Report 28
2.7 Aon Hewitt Report 30
Section 3: Conclusions and Recommendations 32
3.1 Base Salary 33
3.2 Offices Other Than MLA 35
3.3 Tax-Free Allowance 39
3.4 Transition Allowance Zy|
3.5 Pension 43
3.6 Other Benefits 47
3.7 Indexing 48
3.8 Future Review 49
3.9 Implications of Recommendations 50

6 | Table of Contents



EVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

Appendices 52

List of Alberta papers that carried notices of the review and copies of the notices 54

Calendar of when notices appeared in papers 62

Cheryl Scarlett’s written submission and exhibits 64

Member total compensation comparisons for provincial, territorial and federal legislators in Canada

A
B
C
D Member cash compensation comparisons for provincial, territorial and federal legislators in Canada
E
F
G
H

Dr. Allan Tupper’s written submission 96

Dr. David Docherty’s written submission 15

Raymond Speaker’s written submission 122
I Dr.Herbert Grubel’s written submission 130
J Hay Group Report 152
K Aon Hewitt Report 224
L Transcripts from the January 23rd, 2012, public hearings in Edmonton 238
M Transcripts from the February 2nd, 2012, public hearings in Calgary 277
N Member total compensation comparisons and proposed Alberta salary and pension (FULLY TAXABLE)........cccocevevennee 318
O Member total compensation comparisons and proposed Alberta salary and pension (w/ TAX-FREE ALLOWANCE).. 320
P Cabinet Minister total compensation comparisons and present Alberta Cabinet salary 322
Q Cabinet Minister total compensation comparisons and proposed Alberta Cabinet salary (FULLY TAXABLE).....c.ccoouev.. 324
R

Cabinet Minister total compensation comparisons and proposed Alberta Cabinet salary (w/ TAX-FREE
ALLOWANCE) 326

Table of Contents | 7



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA MAY 2012 REPORT

Acknowledgements

The Commission thanks the Legislative Assembly Office for information provided for this review.
The Commission also thanks all the participants who shared their views at the Edmonton and
Calgary public hearings; in particular, the Honourable Ray Speaker, Dr. Allan Tupper, Dr. David
Docherty and Dr. Herbert Grubel. The Commission is grateful to Jessica Hogan for providing
professional writing and editing expertise in the preparation of this Report. To all those who
provided a written submission, the Commission is grateful for their interest.

8 | Acknowledgements



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

Summary of Recommendations

Compensation for the basic MLA role is expressed as a single amount and encompasses all
legislative, constituency and committee duties. It is competitively placed around the median
when compared to other government and broader public sector markets, and is placed at a lower
percentile when compared to private sector markets.

Given the additional responsibilities involved in chairing committees, an appropriate stipend
should be paid to the chair (or presiding Member) of all Assembly and Government committees.
The stipend is to be provided on a per-meeting basis.

Additional compensation for Offices other than MLA and for MLAs in Special Members’ roles is
dealt with on an individual basis. Historical trends were observed and in many cases have been
maintained. Existing ratios between various offices with respect to additional remuneration have
been maintained to a large extent.

Compensation for the Office of Premier is to be increased to be commensurate with the duties and
responsibilities of the role and to reflect the importance of the position.

It is recommended that the tax-free allowance be retained as it is of significant economic benefit
to the Province of Alberta to do so. The cost savings to Albertans are illustrated in some detail.
However, provisions are also made for eliminating the tax-free allowance, should the Legislative
Assembly of Alberta decide to do so.

The present transition allowance is discontinued. A reduced transition allowance with a precise
maximum is suggested, which is intended only to provide short-term assistance to departing
MLAs on re-entering private life.

The present RRSP allowance contributions provided to MLAs are discontinued.

In light of substantially curtailing the present transition allowance and discontinuing the RRSP
allowance contributions, the re-institution of a pension plan for MLAs is recommended. It is to be
implemented on a go-forward basis with no recognition of past service.

Health, life insurance and disability benefits remain unchanged.
MLAS’ salaries are indexed annually in accordance with the Alberta Consumer Price Index (CPI).

MLA compensation is to be reviewed every four years by a three-person committee consisting of
the Chief Justice of the Alberta Queen’s Bench and two other judges from that court.

The implementation of these recommendations in full would result in a reduced total
compensation for Alberta MLAs. (page 50)

The overall cost to the province for implementing these recommendations for Alberta’s 87 MLAs is
approximately the same as it was to compensate Alberta’s 83 MLAs for 2011/2012.

Summary of Recommendations |
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Section 1: Introduction

On November 30, 2011, Speaker Ken Kowalski of the Legislative Assembly of Alberta appointed
this Commission to conduct an independent review of the compensation and benefit package for
Members of the Legislative Assembly (MLAs) and to submit a final report of the review within 120
days of January 3¢, 2012 (by May 2"¢, 2012). Both the review and the report were to be completed
in accordance with the following Mandate.

10 | Section 1: Introduction
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1.

iy
2)

3)

4)
5)

6)
7)
8)
9)

1 Mandate

To review and make recommendations to the Assembly regarding the compensation,
benefits and allowances to be paid to the Members of the Legislative Assembly under the authority
of the Assembly or the Government of Alberta, such items to include:

Member Indemnity and Tax Free Expense Allowance

Allowances for Offices other than MLA (Premier, Speaker, Minister with Portfolio,

Minister without Portfolio, Leader of the Official Opposition, Deputy Speaker and Chair of
Committees, Deputy Chair of Committees, Leader of a Recognized Opposition Party)

Special Members’ Allowances (Official Opposition House Leader, Third Party House Leader,
Chief Government Whip, Assistant Government Whip, Chief Opposition Whip, Assistant

Opposition Whip, Third Party Whip)

Compensation for serving on Legislative Assembly committees

Compensation for serving on Government committees and holding other government

funded offices

The RRSP Allowance

The Transition Allowance and/or consideration of a pension plan.
Health Care Benefits and Life Insurance Provisions

The impact on Members of ‘double dipping’ provisions in some pension plans

Benchmarks:

1)

2)
3)
4)
5)

6)

The Panel would make appropriate compensation and benefit comparisons to other

jurisdictions including:
Canadian federal, provincial and territorial parliaments
Comparable Commonwealth parliaments

Alberta Queen’s Bench and Provincial Court Judges

Senior public servants in Alberta including provincial, university, municipal, education and

health care sectors

Others as determined by the panel

Expectations:

iy

2)

The Panel would review the above matters and provide recommendations for consideration

by the Legislative Assembly

The Panel would make recommendations on the process for future review and adjustment

of Members’ compensation, benefits and allowances

1.1 Mandate
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1 2 Guiding Principles
°

The following list outlines the general principles that guided the Commission in the
preparation of this Report.

First, clarity and accessibility have been two essential principles in this undertaking. The
Commission’s aim was to make the Report clear, accessible and comprehensible to the general
public, and to avoid the technical terminology that exists on the subject of compensation.

Second, transparency is necessary. This principle must apply to both the process of preparing the
Report and its recommendations. The evidence gathered by the Commission on MLA compensation
and the conclusions drawn based on that evidence should be open and transparent to the public.

A third goal, which relates to the second principle, is to gain the public confidence in MLA
compensation and in the Legislative Assembly of Alberta. It is understandable that Albertans, as
interested taxpayers, dislike—and distrust—a complex compensation system with elements that
are regarded as hidden or unfair. The aim is for the recommendations contained in this Report

to allow Albertans to understand the process by which their representatives are remunerated,
although they may disagree with the result. To that end, an attempt has been made to use
objective criteria available in the analysis of the position of MLA and in the assessment of MLA
compensation.

Fourthly, the recruitment and retention of qualified and competent candidates must be an
objective of this Report. Albertans expect—and should attract—the most qualified representatives
prepared to undertake public service.

Finally, it is recognized that the principal objective is to recommend compensation that is fair
and reasonable to the Members who work in the Legislative Assembly and understandable to the
taxpayers to whom they are accountable. Members should be remunerated in total in a manner
that is commensurate with the duties, responsibilities and importance of their role.

| 1.2 Guiding Principles
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1 3 Publicity of Review and Summary of Evidence Gathered
°

At the beginning of this review, notice was given to Albertans to provide their input.
Members of the public were encouraged to share their ideas and opinions either by appearing
before the Commission at one of the public hearings in the province, or by filing a written
submission. The latter were accepted by mail or email until February 24", 2012, but all received by
March 1%, 2012, were included as evidence.

To facilitate the public’s participation and access to information regarding the MLA compensation
review, a website was created (www.mlacompensationreview-alberta.ca). The schedule for

the public hearings was posted on the website, as were instructions for how to register as a
presenter. A separate email address was established for written submissions (submissions@

mlacompensationreview-alberta.ca). As of March 1%, 2012, the website received 2,172 visits that
generated 16,724 page views.

In addition to the website, notices for the public hearings were published in multiple newspapers.
On January 9*, 2012, notice of the formation of the Commission and general notice of the upcoming
hearings was published in nine major daily newspapers, and, in the same week, in 98 weekly
papers throughout the province. Between January 11%and January 21°, more specific notice of the
dates, times and locations of the public hearings was published in the major daily newspapers. The
full list of papers that carried the notices and copies of the notices as they appeared is attached

to this Report as Appendix A, and a calendar of when the notices were published is attached as
Appendix B.

Originally, there were to be seven public hearings held throughout the province over the course
of two weeks (in Edmonton, Fort McMurray, Grande Prairie, Lethbridge, Medicine Hat, Red Deer
and Calgary). However, due to a marked lack of public response, all but the Edmonton and Calgary
public hearings were cancelled. The few interested participants who had responded where
hearings were cancelled were invited to attend in either Edmonton or Calgary at the expense of
the Commission; one person accepted that invitation and appeared in Calgary.

In all, 24 witnesses appeared before the Commission over the course of two days of afternoon
and evening hearings at the Edmonton and Calgary public meetings. Five of these were ‘experts’
retained by the Commission for the purpose of this review, and the rest testified either as private
citizens, MLAs, former MLAs or as organizations. All of the witnesses’ papers were marked as
Exhibits and posted on the website. Transcripts of all of the testimonies were prepared and
likewise posted. In addition, the Commission received 285 written submissions, all of which are
posted on the website and included in the enclosed CD.

The Commission retained the services of Hay Group, a global management consulting firm, to
perform a job evaluation of the position of MLA and the other roles named in parts 2 and 3 of the
Mandate. Hay Group has approximately 2,600 consultants and support staff worldwide and have
been in operation for almost 70 years. They offer human resource consulting for their clients, a
large part of which deals with compensation and rewards.

Hay Group’s methodology offers a means of more objectively assessing the role of MLA and placing
a value on the position itself. The evaluation takes into consideration the job’s complexity in

terms of the knowledge, the skills, the creative thinking and the level of accountability required.
The consistency of their methodology allows them to compare compensation data across

all industries and sectors. Based on their independent evaluation of the MLA role, and using

1.3 Publicity of Review and Summary of Evidence Gathered | 13
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various comparators in the private and public sectors, they analyzed and assessed the current
compensation and benefits of Alberta MLAs. Hay Group submitted a report to the Commission
based on its findings, which is attached as Appendix ].

Additionally, the Commission engaged the services of Aon Hewitt to provide actuarial evidence on
the cost of various pension and benefit arrangements. Aon Hewitt submitted this evidence to the
Commission in a report, which is attached as Appendix K.

To summarize, the evidence gathered by the Commission comprises the testimonies of the five
‘expert’ presenters and 19 other presenters, all 285 of the written submissions, Hay Group’s Report
and Aon Hewitt’s evidence. Notice was taken of ‘unofficial’ evidence such as media coverage as
well.

[ thank those who shared their ideas and opinions during this review. The testimonies and
recommendations without evidentiary foundation were of modest help, although they were
expressions of interest. Many of the written submissions were single sentences criticizing MLA
compensation, the inference being that the lower the pay, the better the government of the
province would be.

1.3 Publicity of Review and Summary of Evidence Gathered
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1 4Principle Areas of Concern
°

From the evidence gathered, there are six specific aspects of Member remuneration that
have generated the most comments and annoyance. They were:

1) The general lack of transparency with respect to MLA remuneration and benefits;
2) The difficulty or inability to determine the total actual compensation of MLAs;
3) Dissatisfaction with the tax-free allowance provided to MLAs ($26,046 annually);

4) Dissatisfaction with either the existence or the generosity of the transition allowance (set
at three months’ pay for every year of service, with no maximum, based on the average
earnings for the Member’s best three years);

5) Dissatisfaction with the extra compensation provided to MLAs for sitting on various
committees, particularly those committees that failed to meet or met infrequently; and

6) The monies paid by the Alberta Legislative Assembly to all MLAs annually as RRSP
allowances ($11,225.00 for 2011), or other pension-related considerations.

It is of some interest that, while the annual budget of Alberta is in excess of $39.4 billion and the
total compensation (including benefits) of the Legislative Assembly’s elected members makes up
only 0.043 per cent of that value (about $17 million), the issue of MLA remuneration generates
considerable public and media angst. I believe that whatever the reason, this fact alone as well as
the obscure nature of the compensation require consideration.

14 Principle Areas of Concern | 15
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Section 2: Evidence
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2 1 Current MLA Compensation and Benefit Package
°

The first witness at the Edmonton public hearing was Cheryl Scarlett, Director of
Human Resources, Information Technology and Broadcast Services for the Legislative Assembly
Office. Ms. Scarlett explained the current compensation, benefits and entitlements provided to
Alberta MLAs. Ms. Scarlett’s written submission and its accompanying Exhibits are attached as
Appendix C. The transcript of her testimony is included in Appendix L.

All MLAs receive an indemnity of $52,092.00 and a tax-free allowance of $26,046.00, totaling
$78,138.00 as a base salary. The tax-free allowance is an exemption provided under Sect. 81 of
the federal Income Tax Act (1985) as a benefit for provincial legislators. The Act makes similar
provisions for civic legislators as well. Notably, while all provincial jurisdictions are entitled to
make use of this tax exemption in the compensation of their legislators, only Alberta, Quebec,
Yukon and the Northwest Territories currently do so.

Throughout this Report, the term ‘grossed up’ is frequently employed when referring to salaries
that include a tax-free allowance. This means that to keep an MLA at the same net level of
compensation if the tax exemption were removed would require an increase in payment—a ‘gross
up.’ When comparing compensation across all the provinces, the ‘grossed-up’ amounts provide
more accurate illustrations of the salaries as fully taxable incomes and can therefore be more
readily compared to the salaries in jurisdictions that do not provide a tax-free allowance.

For information purposes, if Alberta MLAs did not receive the tax-free allowance but rather were
paid a fully taxed salary that yielded the same net income for the Members, the above-mentioned
base salary of $78,138.00 would be ‘grossed up’ to an equivalent taxable amount of $90,708.00.
This is a difference of $12,570.00. The implications of this are that for every MLA to be paid a fully
taxable salary of the same net amount as they currently receive, the cost to the province would

be more than $1.04 million ($12,570.00 times 83 MLAs), all of which would go to Canada Revenue
Agency in the form of income taxes.

In Alberta, MLA salaries have remained unchanged since April 2008. Previously, salaries were
adjusted annually in accordance with the Alberta Average Weekly Earnings, as reported by
Statistics Canada. Had this indexing been applied from 2008 to 2012, salaries would have
increased by 24.66 per cent.

Supplementary to MLAs’ base salary is remuneration received by Members for serving on
committees of the Assembly and committees of the Government.* With respect to Legislative
Assembly committees, MLAs receive $1,500.00 per month for chairing a committee, $1,250.00

per month to serve as deputy chair, and $1,000.00 per month to serve as a member. There is no
limit on the number of legislative committees on which an MLA can serve, but they are restricted
to receiving pay for three committees up to a maximum of $3,500.00 per month. An MLA who
belongs to the governing party is entitled to additional compensation for serving on Government
committees. Overall, the average total of additional annual compensation received by MLAs for
their committee work (as calculated in February 2012) was $46,680.00 for Government MLAs and
$38,250.00 for Opposition MLAs.

1 lam aware of the recent changes related to committee pay that have been implemented since the beginning of this review. In
March 2012, all legislative and government committee pay was suspended. However, the information and recommendations
contained in this Report refer to the circumstances of the Mandate and the process of committee pay that existed at the time
this review was initiated.

2.1 Current MLA Compensation and Benefit Package

17
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Cabinet Ministers and the Premier are ad hoc members of various committees and receive a
monthly stipend of $2,967.00 and $3,483.00 respectively in recognition of their Government
committee work. Similarly, the Speaker and the Leaders of the Opposition parties all receive a
monthly stipend of $3,500.00 for their Assembly committee activity. The Members who hold these
positions are not eligible for any extra remuneration for their work on committees of the Assembly
or Government. Attached as Appendix D is a chart showing the cash compensation for legislators
in all provinces and territories, as well as for MPs in the House of Commons; for those provinces
and territories that provide a tax-free allowance, salaries have been ‘grossed up’ to the equivalent
taxed income level.

In addition to the MLA base salary of $78,138.00 (or ‘grossed-up’ equivalent of $90,708.00),
Alberta Cabinet Ministers receive a salary of $63,912.00 and committee pay (mentioned above) of
$35,604.00 for total annual remuneration of $177,654.00 ($190,224.00 ‘grossed up’). The Premier
receives an additional salary of $81,312.00 and committee pay of $41,796.00 for a total annual
remuneration of $201,246.00 ($213,816.00 ‘grossed up’).

Other compensation provided to MLAs includes the Legislative Assembly of Alberta’s annual
payment to each Member of an RRSP allowance equivalent to one half of the allowable amount

for that year pursuant to the Income Tax Act (Canada) during their tenure. This payment was
$11,225.00 for 2011. Members do not receive any other form of pension as a result of their current
service as MLAs.

Additionally, MLAs are entitled to receive a transition allowance upon leaving office—regardless
of the circumstances—equal to three months’ pay for every year served, with no limit on the
amount realized. The payment is based on the average earnings for the Member’s best three years.
The transition allowance is considered a retiring allowance under federal tax guidelines. Attached
as Appendix E is a chart comparing the total compensation received by all federal, provincial

and territorial legislators in Canada, based on the estimated value of the transition allowance for
Alberta MLAs and the estimated pension values for other jurisdictions; again, salaries have been
‘grossed up’ for the provinces and territories that provide a tax-free allowance.

In terms of benefits, MLAs are provided with a combined health benefit plan that is comparable

to the benefits offered to management employees in the Alberta public service. The plan provides
options for prescription and extended medical coverage, dental coverage and life insurance
coverage, and Members can review and change their coverage levels every two years. Premiums
for the benefit plans are shared by the Legislative Assembly Office and the Member. There is an
Extended Benefits option offered to former Members as well. Individuals can elect to continue the
benefit coverage they received on the above-mentioned plan when they resign, choose not to run
for re-election or are defeated. Premiums continue to be shared by the Legislative Assembly Office
and the former Member for the first five years, after which they are paid entirely by the retired
Member if they choose to remain on the plan.

MLAs are also provided with Long-term Disability Insurance (LTDI) coverage, which guarantees
partial income (70 per cent of the eligible recurring annual salary) for a Member who becomes
disabled during their term and must resign their seat as a result. The LTDI benefit continues until
the individual is deemed fit to return to gainful employment or until they reach age 65. However,
unlike typical employee disability plans, there is no option to ‘return to work’ for an MLA, as the
MLA has resigned his or her seat.

| 2.1 Current MLA Compensation and Benefit Package
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2 2 The Role of an MLA
°

The Commission heard a variety of testimonies (both ‘expert’ and personal) and
reviewed numerous written submissions that related to compensation for MLAs. Many were
critical of the current remuneration system and the MLAs that benefit from it, and some made
suggestions that attempted to satisfy both the legislators and the public—a goal not easily
reached.

The evidence showed a general disparity between what the public perceives an MLA does (or
believes he or she should do) and what in fact they are required and expected to do. While I have
found that this is a problem common to other jurisdictions, there is a need to close that gap.
Members of the public need to understand the unique nature of the role of an MLA before they can
reasonably conclude whether MLAs are meeting their responsibilities or that their compensation
is appropriate. On the other hand, Members need to appreciate what is the reasonable public
expectation of their performance, both in the Legislature and in their constituencies.

The aim is to consider the evidence with a view to properly compensating MLAs so as to attract
the most competent individuals of those who are prepared to serve, even at some financial
sacrifice. It is also the goal to properly explain compensation so as to satisfy Albertans, or at least
explain the reasons for my recommendations. To achieve these objectives, the role and the value of
our elected representatives must be properly assessed.

The two people described below were retained by the Commission to give evidence for the
purposes of this review. They both submitted papers and testified at some length on the role of the
MLA and the importance of both legislators and Legislatures.

Dr. Allan Tupper, Professor and Head of the Department of Political Science at the University of
British Columbia in Vancouver, has 40 years’ experience as an academic in political science. He is
also the author of numerous published works on the subject of democratic Legislatures. Dr. Tupper
is obviously qualified as an expert in this field.

Dr. David Docherty is President of Mount Royal University and has a PhD in Political Science.

He has studied Legislative Assemblies and legislative careers across Canada and has published
extensively on this subject. The evidence he has given to the Commission has not been in his
capacity as a university president, but as a political scientist. He, too, is qualified as an expert and
entitled to express his opinion on this subject.

The following is a summary of the evidence given by both ‘experts’ relevant to the role of an MLA.
Dr. Tupper’s and Dr. Docherty’s written submissions are attached to this Report as Appendices F
and G, respectively. The transcripts of their testimonies are included in Appendix M.

Alberta is governed by a system of representative democracy whereby the voters elect others to
represent them and govern on their behalf. A Member of the Legislative Assembly of Alberta has
been selected by his or her constituents through a free and fair electoral system to represent them.
The personal autonomy, freedom of speech and association and political equality that all Albertans
enjoy is possible only in a genuinely democratic system such as ours. A representative institution
such as the Legislative Assembly of Alberta is an essential feature of a modern democracy.

An MLA’s role is unique and varied. The representative function of an MLA is important and
challenging. An MLA represents the residents of his or her constituency, a geographically defined
community in a rural, urban or mixed area. An MLA also typically represents the ideological

22 The Role of an MLA | 19
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views of the greatest percentage of his or her constituents, as the MLA is responsible for generally
supporting the legislative aims of the party to which he or she belongs. However, a Member has a
duty to represent all constituents, obviously including those who voted for another candidate or
did not vote at all.

The challenge in representation comes in trying to balance the diverse interests of the people
in the riding and, in some instances, connecting the interests of the people with the policy of
the Government. Most constituents expect their MLA to do what is best for them, their family
or perhaps their community, not always aware that doing so can have an adverse effect on valid
interests other than their own. MLAs face issues where no resolution will satisfy all interested
parties. In short, an MLA must attempt to speak to the needs and ideals of all those he or she
represents.

As of December 2011, there were 83 MLAs in Alberta, which is approximately one Member for
every 46,000 citizens.? This ratio means that the specific requirements, concerns and requests

of every Albertan cannot realistically be met, yet it holds true that theoretically, every resident
has direct access to his or her Member. It is of interest that both Dr. Tupper and Dr. Docherty

made a case for increasing the number of members in provincial Legislative Assemblies. Larger
Legislatures, they maintain, are the most effective means of controlling Governments and holding
them to account. This view contrasts with some suggestions that fewer MLAs could be as effective
and yet cost less.

An obvious role of MLAs is their legislative one, the importance of which can hardly be overstated.
When the Legislature is in session, usually during the spring and fall, MLAs introduce, debate,
amend and pass legislation in an open public forum. This legislation relates to almost every aspect
of our everyday lives, including health, education, justice, taxation and economic development, to
name a few. The decisions of MLAs affect the quality of life of Albertans and the short - and long-
term success of the province. Members who are also part of the Executive Branch of government
(the Premier and Cabinet Ministers) make decisions that involve the budgeting and expenditure
of billions of dollars of public monies. As issues are debated and legislative business is conducted
in public view, MLAs are collectively held accountable to the public and individually to their
constituents.

In the execution of their legislative role, part of an MLA’s time is spent on committee work. It is in
committees where groups of MLAs, generally from all parties, can meet to consider bills, propose
amendments and examine Government ministries and policies. Outside of Question Period, this
is where much debate occurs. Considerable research is often required for committee work, and
itis on committees where MLAs frequently gain expertise in government. The purpose of most
committees is to inform Government decision-making; the MLAs who serve on them are serving
the needs and wishes of Albertans.

Committees are not all equal, nor do they all perform in the same way. Some committees are active
and challenging. The same does not apply to others whose mandate requires little work and fewer
meetings. The fact that some committees do not meet regularly or function in a noticeable way
does not diminish the value of the active ones.

Another responsibility of MLAs is to act as a control on the Executive Branch of government—the
Premier and Cabinet. It is the collective duty of all Members to hold the Government accountable
for the administration of the laws and the expenditure of public funds. Not surprisingly, this

2 Electoral boundary changes made in January 2012 have resulted in four additional constituencies. There are now 87 MLAs in
Alberta, which works out to approximately one Member for every 44,000 citizens.

| 2.2 The Role of an MLA
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particular activity is primarily associated with the Opposition. They not only oppose the
Government’s decisions, they are responsible for bringing issues of maladministration or error to
light and for offering an alternative to the public. “Stronger Legislatures are the best antidote to
executive dominance,”® and “are essential to taming leader-dominated majority governments.”*

An important function of MLAs is their role in their constituency. When the Legislature is not in
session, much of a Member’s time is devoted to constituency work. More than simply maintaining
a constituency office, this involves being present and accessible in the riding. This may be more
the case in rural ridings, where a Member often is—or soon becomes—personally known to his
or her constituents. Attending constituency functions and ‘main-streeting’ form a regular part of
many MLAs’ daily life in their ridings. In fact, when an MLA is in their constituency, he or she is
effectively ‘on call’ at all hours of the day and any day of the week.

Constituency work is in itself varied and often complicated. “It is a unique set of duties that
requires patience, knowledge of government and a keen grasp of local sensitivities.”> Amongst
other things, it entails problem solving for constituents, explaining public policies, working with
community groups, and attending and speaking at public functions. To that add ‘ribbon cutting’
and other social commitments. It is in the performance of these roles that MLAs have the most
direct contact with those they represent and can listen to their concerns and views. The success
of almost all politicians can be attributed to following the advice of the late U.S. Congressman Tip
0’Neill, who notably said, “All politics is local.”

After assessing the role of MLAs in their respective duties, Dr. Tupper and Dr. Docherty both
offered their views on the issue of remuneration.

Put simply, provincial Legislatures undertake important activities in governments that are
central to citizens’ concerns and needs. It follows that the well being of many Canadians

is heavily shaped by the decisions of provincial politicians. Canadians should care a great
deal about the quality of people that represent them. Public policies should be undertaken
that provide positive incentives for qualified persons to pursue elected public office in the
provinces.®

Members require remuneration that reflects their many contributions, that allows them to
serve without financial penalty and that recognizes the impact of public service on their
personal lives.’

Democracy must be transparent, but it is not free, (nor is it cheap). Saving money should not
be a driver in establishing salary levels ... We must understand that while there is a financial
price to pay for democratic representation, it is a price worth paying ... In order to both attract
and retain strong, capable [Members], we need to compensate them appropriately. We must
recognize that for many [Members] and for others that might consider a stint in office, the
salary ... represents a fiscal sacrifice. Diverse and representative Assemblies should also
reflect a diversity of occupations. While salaries of elected officials cannot compete with the
highest salaries of the private (or even public) sector, neither should they be so low that they
drive good individuals away before even contemplating public service.?

3 Allan Tupper, “Legislatures in Democracies: Roles, Influence and Importance,” A Submission to the Alberta MLA Compensation
Review, February 2nd, 2012, p. 2

Tupper, p. 14

Tupper, p. 10

Tupper, p. 14

Tupper, p. 3

David Docherty, “Compensation for MLA’s,” A Submission to the Alberta MLA Compensation Review, February 2nd, 2012, pp.
1-2
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2 3 The Highs and Lows of the Position of MLA
°

Like any occupation, the position of MLA has its highs and lows. But the nature of these
highs and lows is what makes it unlike any other occupation and a factor to consider in setting
compensation.

The Honourable Ray Speaker, PC, OC, is a former Alberta MLA both in government and in
opposition, provincial Cabinet Minister and two-term MP. He has more than 30 years’ experience
as a legislator in Canadian government, qualifying him to express an opinion on the functioning of
Legislatures and legislators. Retained as an ‘expert’ by this Commission, he provided insight into
the highlights and challenges of being an MLA. Mr. Speaker’s written submission is attached as
Appendix H and the transcript of his testimony is included in Appendix L.

Mr. Speaker testified that the nature and scope of the position of MLA has changed considerably
over the course of Alberta’s history. Earlier it was a part-time job, which required the balancing
of a regular full-time job with the duties of an MLA. More recently, as governments became more
complex, so did the responsibilities of MLAs, and as the length of legislative sessions increased, so
did the time expectations placed on the Members.

Mr. Speaker felt that one of the most appealing aspects of being an MLA was the honour of serving
the public. He believes MLAs have the opportunity to contribute in a tangible way to the quality

of life of their fellow citizens and many who hold office regard it as a privilege. His evidence
suggested the position has some marketable value and can bring with it some degree of celebrity
status. Provincial politicians can become influential figures in society, and occasionally their
careers as MLAs prepare them for other careers of significance in the public or private sectors. It is
an interesting role, he said, and offers opportunities for travel that one would not otherwise have
had.

The high-profile nature of the position can be a double-edged sword. Being in the public eye is
difficult, and necessarily involves a loss of privacy not only for the Member but also for his or her
family. While MLAs’ successes rarely garner significant media attention, their failures (real or
apparent) are almost always made public. MLAs are answerable to a number of different people
and groups: the public, the Premier, Cabinet Ministers, party leaders, party executives and, of
course, their constituents. It is unique to have so many bosses; it is almost impossible to satisfy
them all.

Most MLAs also have demanding workloads. They must manage their schedules to accommodate
their legislative and committee responsibilities, their constituency work, attending public
functions, and other various obligations. With these demands they must balance their family or
private life; for many Members, the latter is frequently sacrificed.

MLAs whose permanent residence is outside of Edmonton expect to be away from home four

to five days a week for five or six months of the year. The travel can be time-consuming and
wearisome. Mr. Speaker’s statements on this subject were similar to those of former Speaker of the
Legislative Assembly of Alberta Dr. David Carter, who testified to the death of three MLAs while
traveling either by car or by plane to carry out official duties.

With respect to the end of their career, many MLAs face a number of difficulties, not the least of
which is—for many—the uncertainty of when it ends. There is no job security—an MLA remains
employed at the pleasure of the constituents and therefore cannot easily plan for the future. Being

| 2.3 The Highs and Lows of the Position of MLA



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

elected an MLA means accepting a certain amount of risk with respect to one’s future career.

A defeat at the polls is akin to being publicly fired, and can be traumatic. Mr. Speaker testified

to having personally witnessed many cases of individual MLAs who struggled psychologically
with losing an election and the practical difficulty of returning to private life. After losing an
election, Mr. Speaker said, “a Member has got the plague.”® There is often a stigma associated with
former MLAs, and this can be intensified if the Member’s defeat occurred at the time of a change
in the governing party. Re-employment can pose a great obstacle for these MLAs in spite of the
opportunities offered a few.

Some of the difficult cases that Mr. Speaker spoke to about Members returning to private life
occurred when there was nothing offered in terms of transition allowances.

Some of them ... went through a difficult time. I think we have to be aware of that and try to
deal with that issue. ... [[]t’s not that the people weren’t trying to do a good job under those
circumstances; they were. Then all of a sudden the voters changed their minds about who
should be administering the province.*°

Mr. Speaker pointed out that even for those who resigned, and therefore chose the timing of the
end of their political career, the return to private life was still challenging. Resuming a career
that has been interrupted for an average of eight years (but quite often longer) is not simple. Re-
training, re-certifying or further education can be required. Building or re-building clientele can
be challenging. Most MLAs do not have a post-political position waiting for them. It takes time for
them to adjust to the unusual change in lifestyle as well. On this subject, Mr. Speaker remarked:

As taxpayers—and I say this as a private taxpayer—if the job is done well, then we should
compensate these people well and not feel that they should live in poverty or difficulty either
when they’re elected to the Legislature or after they have been defeated or decided to quit.**

Another concern identified by Mr. Speaker with respect to MLA compensation was the fact that
currently, the Premier and the Executive Council are paid significantly less than their immediately
subordinate staff members. Mr. Speaker recommended that, over time, that gap be shortened or
eliminated, that it was irrational in his opinion that the people who are elected to govern and
administer the province are paid less than the people who work for them.

9 Ray Speaker, “MLA Compensation and Benefits Review,” Transcript of Public Meeting, Edmonton, January 23rd, 2012, p. MLA-7
10 Speaker, p. MLA-8
11 Speaker, pp. MLA-7-8
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2 4Fair Compensation
°

The issue remains of how to properly assess compensation. Determining the
appropriate level of remuneration for MLAs is difficult for a number of reasons and is complicated
by a number of factors. MLAs are not employees in the formal sense of the word, but rather office-
holders who are elected by and held accountable to the public. They are not readily comparable
to other occupational groups, either in the private or the public sectors. Much is expected of our
elected MLAs. Their responsibilities have been outlined, but how should their contribution be
measured?

MLAs differ widely in their skills, diligence, qualifications, education and occupational
backgrounds, and their experience as legislators varies from one Member to the next. Apart from
Cabinet appointments, there are no promotions or opportunities for career advancement for MLAs.
In terms of base salary, a newly elected Member is compensated the same as one with 20 years’
experience. Moreover, MLAs differ in their approaches to their responsibilities. While some MLAs
might regard their legislative role as their priority, others view their constituency duties above all
else; all will allocate their time, effort and resources differently.

One of the facts of a representative democracy is that less talented, less conscientious and even
incompetent individuals are, on occasion, elected to serve as legislators. Practically speaking, once
an MLA is elected, nothing more is required to confirm their legitimacy. Citizens may cast their
votes based on the perception of competence, on popularity or on a vote along party lines. It goes
without saying that the popular vote does not always result in the most competent or deserving
individuals being elected; nonetheless it is the democratic process. The constituents elect them,
and in subsequent elections, the constituents continue to judge them.

Despite the foregoing, the only equitable means of remunerating MLAs is to treat them as a
homogenous group. As different as they may be, compensation must be based on the necessity
and obligations of the office and not on the individual. This raises the questions of how can we
objectively assess the position, or should we rely on comparators (other provincial MLAs, federal
MPs, the judiciary, or university presidents for instance), as diverse as those roles may be?

Dr. Herbert Grubel, PhD (Yale), is Professor Emeritus at Simon Fraser University in Vancouver, B.C.,
following a distinguished teaching career in Economics. His academic career, which has taken him
to a number of universities, such as Stanford University and Oxford University, was followed by
one term as Member of Parliament in the House of Commons. His numerous publications include
“A Professor in Parliament,” a reflection on his role as an MP in Ottawa. Dr. Grubel was retained by
the Commission as an ‘expert’ for this review, and his remarkable career in economics and politics
qualifies him to express his opinion on the question of MLA compensation. Dr. Grubel’s written
submission is attached as Appendix [ and the transcript of his testimony is included in Appendix
M.

Dr. Grubel stated that two problems complicate the issue of MLA compensation. First: “There is no
market that establishes the productivity and correspondingly proper level of pay for legislators,
as it does for workers in the private sector. Nor are there any objective criteria to select a group of
private sector workers to which the pay of MLAs should be linked.”** And secondly: “The actual
level of compensation is difficult to establish because it includes pensions and fringe benefits, the

12 Herbert Grubel, “Alberta MLA Compensation in Perspective and Recommendations for Changes,” A Submission to the Alberta
MLA Compensation Review, January 31st, 2012, p. 1
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value of which is different for individual MLAs. This fact complicates making comparisons of the
compensation of Alberta’s MLAs with those of other provinces.”*?

Unlike the private sector, where workers’ pay is typically determined by their education, training
and previous experience, as well as by their measurable productivity, there is no comparable
‘labour market’ for MLAs that can be used in determining their pay. Moreover, there is no truly
suitable reference group of workers in the private sector to which MLAs’ pay can be linked. The
remaining method for deciding their pay, according to Dr. Grubel, is to allow the will of the public
to indirectly determine the appropriate level of compensation.

This process is quite simple. It sees one political party pushing for higher pay but finding
its efforts restrained by other parties that push for lower pay. Through the election of
parties whose platform best reflects voters’ preferences, the pay of legislators ultimately is
determined by the public.™*

Dr. Grubel’s theory is that pay levels are generally limited within the constraints of what the public
thinks is appropriate, since MLA compensation becomes an election issue when it exceeds (or falls
below) what the public deems suitable. This theory also reasons that the quality of legislators
is—to some extent at least—"an increasing function of their pay.”*® That is, the competence

and productivity of MLAs increase as their salaries increase, which, insofar as this is true, is in

the public’s interest as it is conducive to good legislation and good governance. So despite MLA
salaries coming out of taxpayer dollars, the pay levels will rarely be so low as to dissuade potential
candidates from running. If the levels become excessive in the public’s eye, voters will make their
dissatisfaction known through the electoral process. This process, while not exemplified at all
times, is manifested “in the longer run and on average.”*®

In light of this theory, which “implies that the political process tends to result in levels of
compensation for MLAs that reflect the will of the people,”*” Dr. Grubel maintains that the only
suitable comparators to be used in setting the pay of Alberta MLAs are the MLAs in other similar
Canadian provinces.

Dr. Grubel compares the total actual compensation received by Alberta MLAs to that of those

in the other provinces. Dr. Grubel’s conclusions can be summarized as follows: in terms of the
basic salary paid to MLAs, Alberta’s legislators are the lowest paid. However, when the tax-free
allowance, transition allowance and committee pay is added to the basic salary, Alberta is close to
or at the top amongst the provinces.'®

In light of his analysis, Dr. Grubel recommends bringing the transition allowances paid to Alberta
MLAs more in line with other provinces and for the sake of transparency replacing the tax-free
allowances with a ‘grossed-up’ fully taxable salary.

13 Grubel, p. 1

14 Grubel, p. 3

15 Grubel, pp. 2-3
16 Grubel, p. 4

17 Grubel, p. 4

18 Grubel, p. 14
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2 5 The Use of Comparators
°

My opinion differs from that of Dr. Grubel on the use of other Legislatures as proper
comparators for MLA compensation. The provinces and territories vary in size, obligations and
cost of living. And while it was suggested in the Mandate that the Commission use other provincial
and territorial parliaments as benchmarks for this review, it is evident from a study of other
Legislative Assemblies in Canada that circularity occurs when setting compensation for their
elected representatives. Historically, it appears that Legislatures since at least Confederation
have looked to see what neighbouring jurisdictions provide in terms of remuneration for their
legislators and have determined from that what was appropriate or acceptable. For instance, if
Province A has increased Members’ salaries by 5 per cent, so should Province B; then, if Province
B subsequently increases compensation, it is an invitation to Province A (or other provinces) to
match Province B. Over time, the same process is repeated; thus the circularity noted above.

While the Canadian provinces and territories each establish the compensation for their elected
legislators independently, the actual amounts paid are in relatively close proximity to one another,
suggesting that comparisons with other Canadian jurisdictions is the primary source of guidance
when setting remuneration levels.

[ could not find any objective evaluation or independent analysis for MLA compensation

for Alberta or other Canadian provinces; most reports of this nature simply refer to other
jurisdictions when reviewing and establishing appropriate pay levels for elected legislators. It
is my view that this comparative procedure in some respects lacks an objective assessment of
what the position of an MLA entails—what an MLA'’s duty is to the Assembly and to his or her
constituents, and, perhaps most significantly, what an MLA’s contribution is to our continuing
democracy.

The Mandate also suggested that the Commission consider the compensation paid to Members
of the House of Commons of Canada (MPs) and to the legislators of other Commonwealth
parliaments. However, for the same reasons as mentioned in the previous paragraphs, there was
only limited value in doing so and I have sought a more independent approach.

[t was further suggested that the Commission consider Alberta Queen’s Bench Judges, whose
compensation annually is $281,000 (indexed), and Alberta Provincial Court Judges, whose
compensation annually is $260,000 (indexed). I regarded such comparisons as being of little use,
since the judges’ remuneration is based on entirely different criteria. In addition to educational
requirements, those positions and salaries require a certain number of years of practice as a
lawyer and approval by committee review. Moreover, judges are appointed to tenured positions
and have mandatory retirement with indexed pensions at age 75 and 70 respectively.

Similarly, I did not find it particularly instructive to attempt, as directed in the Mandate, any direct
comparison between MLAs and senior public servants in Alberta in the university, municipal,
education and health care sectors. Once again, those positions have very specific requirements

in terms of education, experience and expertise, and the people in those roles have very different
expectations in terms of careers and tenures.

University Presidents, for instance, have generally pursued long academic careers before
assuming that role. The position entails multiple business and fundraising responsibilities, and
compensation with full benefits for Presidents of major Universities in Alberta and Canada ranges
from $500,000.00 to over $1 million. It is clearly more akin to a position in the private sector.
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Civil servants typically serve in a long-term career spanning 25 to 35 years. They bring and
acquire specific knowledge to their position and to the operation of Government. While they carry
out Government policy, they do not set it, nor are they held accountable in the same way as those
elected to public office.

MLAs serve a different function. While varying in skill, they represent the people of Alberta. They
are the custodians of our economy, the guardians of our way of life and the embodiment of our
democratic institutions.

Finally, I have discounted most direct comparisons with the private sector. Typically employment
in the private sector requires specific qualifications in terms of education and experience and is
subject to performance evaluations based on productivity or other measurable factors. Turning a
profit is the ultimate goal of publicly traded companies. And while the Premier can be likened on
some level to the CEO of a multi-billion dollar company, and Cabinet Ministers to his or her high-
level executives, the parallels do not run deep. And as the CEOs of such companies typically earn
several millions of dollars in total compensation annually, they make neither suitable nor realistic
comparators for the Province’s Chief Executive.

The Province of Alberta is not a publicly traded company, and the responsibilities of MLAs are
different from those of private sector workers. An MLA'’s contributions to our province cannot
readily be measured, and his or her performance is only evaluated on election day and only by
the people in his or her constituency. MLAs’ salaries cannot compete with private sector salaries.
However, they should not be so low as to dissuade potential candidates from the private sector
from entering public life due to an inordinate financial sacrifice.

2.5 The Use of Comparators |
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2 6Hay Group Report
°

Hay Group, as previously mentioned, is a global management and human resources
consulting firm retained by the Commission for the purposes of this review. They were engaged to
perform job evaluations of the basic MLA role and the various other MLA roles (such as Premier,
Cabinet Minister, Speaker, Leader of the Official Opposition, etc.), to benchmark these roles and
their associated compensation and benefits against certain comparator groups and to submit a
report based on their findings. Hay Group’s Report is attached as Appendix J.

Hay Group’s methodology involves evaluating and assessing job ‘size’ (or ‘weight’ or ‘importance’)
based on a set of criteria found in all jobs. These criteria fall under three general categories:
Know-how; Problem Solving; and Accountability. Broadly speaking, ‘Know-how’ considers the
knowledge, skills and ability required in a given role, the demands in terms of organizing and
integrating knowledge and the communicating and influencing skills required. ‘Problem Solving’
considers the application of knowledge in analyzing and resolving problems and also the nature
and complexity of the problems faced in the role. ‘Accountability’ measures the decision-making
authority of a role, accountability for actions and decisions and the scope of the influence of the
role.

The extensive use of Hay Group’s methodology worldwide and the consistency of its application
across roles, organizations, industries and sectors means the firm has amassed a wealth of data
that allows them to compare job ‘sizes’ relatively accurately. The use of a points system to score
positions allows compensation comparisons to be made between jobs in widely divergent fields or
industries that have similar job ‘sizes.

As part of their process, Hay Group conducted a number of interviews with Alberta MLAs
representing a cross-section of roles. They also compared the proposed MLA evaluation with
similar evaluations carried out on New Zealand Members of Parliament, as New Zealand’s
population and GDP are comparable to Alberta’s.

Hay Group assessed the various MLA roles and attached a numerical point value to each role. Using
the points system as a guide, they then grouped the MLA roles into five levels or ‘Bands,” Band

5 comprising the basic MLA role, Band 1 comprising the Office of Premier, and the other Bands
comprising the roles that fall in between these two extremes.

The MLA roles in each Band were benchmarked against three comparator groups: the Government
market, the Broader Public Sector market (public service jobs outside of government), and the
Private Sector market (industry). Hay Group submits that using these comparator groups provides
a sense of compensation levels across the three sectors and offers a reliable source for assessing
the appropriateness of MLA compensation.

Hay Group presented compensation data by average and quartile to reflect the 25%, 50" and 75"
percentiles of the market data, as well as the 10™ and 90" percentiles, where available.

According to their data, compensation for Band 5—basic MLA—ranks the most competitively

of the five Bands. In terms of base salary, it is at the 67 percentile compared to the government
market, the 53" percentile compared to the broader public sector market and the 35" percentile
compared to the private sector market. Base salaries for comparable government roles typically
range from $108,000.00 (at the 10™ percentile) to $167,000.00 (at the 90 percentile). Base salaries
for comparable roles in the public sector range from $110,000.00 to $173,000.00 (at the 10" and
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90 percentiles, respectively). Base salaries for comparable roles in the private sector range from
$117,000.00 to $199,000.00 (at the 10" and 90* percentiles, respectively).

Compensation for Band 4—Official Opposition House Leader and Committee Chair—ranks close
to the median of government organizations, at the 26 percentile compared to the broader public
sector market and below the 10" percentile compared to the private sector market. Base salaries
for comparable government roles range from $116,000.00 to $178,000.00 (at the 10th and 90
percentiles, respectively), and for comparable public sector roles, from $132,000.00 to $219,000.00
(at the 10 and 90™ percentiles, respectively).

Compensation for Band 3—Leader of a Recognized Opposition Party and Deputy Speaker/Chair
of Committees—ranks below the 10 percentile of both the broader public sector and the private
sector markets, but ranks near the 20" percentile of the government market. Base salaries

for comparable government roles range from $148,000.00 to $216,000.00 (at the 10™ and 90*
percentiles, respectively), for comparable public sector roles, from $169,000.00 to $310,000.00
(at the 10™ and 90 percentiles, respectively), and for comparable private sector roles, from
$216,000.00 to $389,000.00 (at the 10*" and 90 percentiles, respectively).

Compensation for Band 2—Minister with Portfolio, Speaker and Leader of the Official
Opposition—ranks below the 10 percentile of both the broader public sector and the private
sector markets (there are no comparable jobs in government organizations in the Hay Group
database). Base salaries for comparable public sector roles range from $234,000.00 to $439,000.00
(at the 10™ and 90 percentiles, respectively), and for comparable private sector roles, from
$329,000.00 to $575,000.00 (at the 10" and 90 percentiles, respectively).

Compensation for Band 1—the Office of Premier—ranks the least competitively of the five Bands.
It ranks well below the 10" percentile when compared to the private sector comparator group
(there are no comparable jobs to that of Premier in government organizations or the broader
public sector in the Hay Group database). Base salaries for comparable private sector roles
typically range from $709,00.00 to $1,169,000.00 (at the 10" and 90 percentiles, respectively).
These values do not include bonuses or severance payments, many of which are substantial in the
private sector.

With respect to the low total remuneration positioning of the MLA roles in Bands 1 and 2, Hay
Group observed that this is due, in large part, to the fact that MLAs are not entitled to cash
incentives of any kind. Short-term, mid-term and long-term incentives are prevalent in the
private sector, and short-term incentives are common in the broader public sector. What is more,
MLAs receive minimal to no perquisites, while these are customary at senior levels in private
organizations.

Hay Group further noted that the present transition allowance is excessive when compared to
those offered to legislators in other Canadian jurisdictions and even within the private sector.
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2 7Aon Hewitt Report
°

Since 1993, Alberta MLAs have not been provided with any form of pension, with the
exception of the annual RRSP allowance payments discussed in Section 2.1 above and, in some
respects, the present transition allowance. As directed in the Mandate, the Commission was to
consider the option of implementing a pension plan for Members.

To this end, as previously mentioned, the Commission retained the services of Aon Hewitt to
comment on options for providing MLAs with a retirement plan and to provide actuarial evidence
on the cost of various pension arrangements. Aon Hewitt submitted a report to the Commission,
which is attached as Appendix K.

The following is a summary of the Aon Hewitt Report.

The primary consideration with respect to any registered pension plan is determining whether a
defined benefit plan or a defined contribution plan is more appropriate under the circumstances.
In a defined benefit plan, the pension income received at retirement is predetermined and is based
on a formula involving years of service and earnings. Contributions to a defined benefit plan fund
are typically made by both the employer and the employee, and the pooled assets are invested and
managed by a professional asset manager on the behalf of the employees. In a defined benefit plan,
the employer is responsible for all pension liabilities and therefore shoulders the risk if the fund
does not cover the entirety of the retirement incomes.

In a defined contribution pension plan, the income received at retirement is not predetermined,
but the contributions made by both the employer and employee are fixed. Contributions are
deposited into a fund in the employee’s name and are invested and managed by the employee

or on an employee group basis. The income received at retirement is based on the contributions
made over the years and the investment income generated on those contributions and continues
only until there are no more funds in the employee’s account. In a defined contribution plan,

the employee shoulders the investment and interest rate risk, and retirement income will vary
according to market fluctuations during their career and at the time of retirement.

In recent years, defined contribution plans have become more common in the private sector,
and the sustainability of defined benefit plans in the public sector has been questioned. This is
due, in part, to increased life expectancies among Canadians, recent market volatility and lower
interest rates, all of which make defined benefit plans more costly to employers. Companies and
governments are now more frequently facing funding deficits in covering pension liabilities.

As aresult, many defined benefit plans in the public sector are being redesigned to offset some
of the costs and risks to employers. Changes to these plans include increased retirement ages,
less generous benefits, increased employee contribution rates and greater risk sharing between
employers and employees.

It is worth noting that most Canadian jurisdictions provide their legislators with defined benefit
pension plans. Two provinces that switched to defined contribution plans have since reverted
to defined benefit plans. Saskatchewan and Ontario are the only provinces that provide defined
contribution pension plans.

Pensionable earnings for a registered defined benefit plan are limited to an employee’s taxable
income only. Thus, in the case of Alberta, the tax-free allowance would not be considered
pensionable earnings. The tax-free portion of MLAs’ salaries, if applicable, would only yield
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pension benefits under a supplementary pension plan.

A vesting period of at least five years is recommended by Aon Hewitt for an MLA defined benefit
plan to ensure that only Members who serve more than one term are eligible to receive a pension.
Shorter vesting periods are more costly as a greater number of Members receive the pension and
there are added administrative costs.

There are two options with respect to registering a pension plan for Alberta MLAs. The Members
of the Legislative Assembly Pension Plan Act, in which membership was suspended in 1993, is still
in force and registered under the Income Tax Act (Canada). Therefore, the Act can be amended to
reflect the newly designed plan and, the amendments can be filed with Canada Revenue Agency.
Otherwise, a new Act is required, and application for registration and compliance with the Income
Tax Act (Canada) is necessary before it can take effect.

Defined benefit plans are typically designed based on either final-average or career-average
earnings. The latter usually provide lower, more predictable costs to employers than the former.
They also tend to be more sustainable. In the case of MLAs, a best average earnings formula is
sometimes used to ensure the inclusion of Executive service (such as a Cabinet position) in the
pension calculation, regardless of when such service occurred in a Member’s career. A career
average formula also considers Executive service, since each year of earnings is treated separately.

According to the Aon Hewitt Report, “defined benefit plans are much more efficient vehicles for
providing retirement income due to the fact that financial risks are pooled across all beneficiaries
of the plan rather than being borne by each member individually.”*® Acknowledging that defined
benefit plans are coming under pressure due to increased costs and questionable sustainability,
the Report offers a number of ‘tools’ for organizations to mitigate risks and keep costs sustainable.
These tools include plan design, investment policy, funding policy and actuarial assumptions. For a
full discussion, see Aon Hewitt’s Report attached as Appendix K.

The Aon Hewitt Report further provided cost and benefit comparisons for various retirement plan
designs for the Commission’s consideration.

19 Aon Hewitt Report, p. 4.
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Base Salary
3.1

As noted in Section 1.4 of the Introduction, a primary concern highlighted at the public
hearings and in the written submissions is the present difficulty in determining the total actual
remuneration paid to MLAs, Cabinet Ministers and the Premier. Another is the current pay
structure for committee work, particularly that MLAs are compensated for sitting on committees
that rarely meet, or do not meet at all. Members frequently serve on numerous committees at
once, but they are restricted to receiving compensation for three committees, up to a maximum of
$3,500.00 per month. Thus it is not necessarily the case that an MLA is remunerated for serving on
an inactive committee. Nevertheless, most testimonies and written submissions from members of
the public argued that committee work is a duty accompanying the office of MLA and should not
be separately compensated. All of the MLAs interviewed by Hay Group as part of their analysis
likewise felt that committee work was a core responsibility of their role as Members.

[ agree that a more legitimate and transparent approach is necessary; that is, that MLAs be paid

a single amount as a base salary that includes legislative and constituency duties as well as all
committee services. However, since the chairs of committees have the additional responsibilities
of running and organizing the committees, [ recommend that an appropriate stipend be paid to the
chairs of committees (or presiding Member, as the case may be).

Compensation for MLAs should be generous enough to attract suitably talented and capable
individuals from all sectors, yet not so generous as to be the primary motivator for prospective
members. Experience has shown that to attract the best people seeking office is to appeal to

those primarily motivated by a desire to serve. For some, pursuing politics as a career will involve
a financial sacrifice—MLAs’ salaries cannot compete with those offered in the private sector.
However, compensation should be crafted so as not to deter desirable candidates from serving due
to unreasonable monetary sacrifices.

Compensation should also be commensurate with the duties, responsibilities and importance of
the role. The unique position of MLA and the challenges associated with attaching a salary to that
position have already been explored at some length in this Report. It is sufficient to say MLAs

are critical to upholding our democracy. Collectively, they form the legislative institution that
represents and expresses the will of the people. They establish and maintain the quality of life of
Albertans in many ways; they are charged with setting public policy and spending public funds
responsibly. If members of the public take issue with the performance of their legislators or their
Government, they can vote them out. The opportunity is open to all Alberta residents 18 and over
to stand for election. The Legislature is not a closed shop.

The specific recommendation for the MLA base salary was reached after considering all of the
evidence, including the Hay Group Report. As noted in the summary of Hay Group’s findings
(Section 2.6 of this Report), the present MLA salary, including indemnity, tax-free allowance and
average committee pay, is competitively placed in both the government and broader public sector
markets. And while it is recommended that the pay structure be changed to include committee pay
in the base salary, I believe that the compensation should not vary greatly from its present level. |
recommend that it remain roughly around the 50" percentile with respect to both the government
and public sector markets, and around the 25 percentile with respect to the private sector
market.

3.1 Base Salary |
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Recommendation 1:

All MLAs should receive an indemnity of $134,000.00 as compensation for their legislative,
constituency and committee duties. They should not be separately compensated for serving on
any Assembly or Government committees.

Recommendation 2:

Given the added responsibilities involved in chairing committees, a stipend should be paid to the
chairs of committees. Standard procedure for providing chairs with additional remuneration is
to compensate them on a per-meeting basis; therefore, a $200.00 per-meeting stipend should
be paid to the chair (or presiding Member) of any Assembly or Government committee.

| 3.1 Base Salary



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

3 2 Offices Other Than MLA
°

The Mandate directed the Commission to make recommendations regarding additional
compensation for offices other than basic MLA. All of the offices mentioned in the Mandate are
dealt with below:

Speaker, Minister with Portfolio, Leader of the Official Opposition: Historically, these three
roles have been compensated equally, and there is no reason to suggest that this should be
otherwise. Therefore, it is recommended that compensation for these offices should apply to all
three roles.

According to Hay Group’s evidence, these roles are not compensated competitively when compared
to the broader public sector and private sector markets. This is due, in part, to the fact that short-
term, mid-term and long-term cash incentives are not available to MLAs in these roles. Hay Group
could not find any comparable roles in government organizations. Theses roles equated, in Hay
Group’s analysis, to chief financial officers and CEOs of moderate-sized organizations, whose
private sector compensation is an unrealistic target for these particular public sector positions.

The preferable approach to setting compensation for the Speaker, Cabinet Ministers and the
Leader of the Official Opposition is to relate their roles to the basic MLA role, the compensation for
which has already been addressed. As these roles involve considerable added responsibilities and
typically a higher profile and level of accountability, it is recommended that these offices receive
an additional compensation equal to 50 per cent of the basic MLA indemnity. In actual amounts,
this recommendation represents very little change from the present levels.\

Recommendation 3:

The Speaker, Ministers with Portfolio and the Leader of the Official Opposition should receive
additional compensation of $67,000.00 as remuneration for the added responsibilities of their
respective roles, for a total cash compensation of $201,000.00.

Premier: As discussed in Section 2.6 above, Hay Group’s evidence demonstrated that the Office
of Premier is the least competitively compensated of any of the MLA roles they explored in their
report. And the fact that Hay Group could not find any comparable government or public sector
roles in their extensive database to compare to the position of Premier is telling. In reality, there
are very few roles that are as demanding as that of Premier, or that are accompanied with such a
high level of responsibility and accountability. Only the most senior positions in the private sector
compared to the Office of Premier in Hay Group’s analysis.

In effect, the Premier is the face and voice of Alberta, is responsible for a budget of nearly $40
billion, is answerable to all of the citizens of the province, and is Alberta’s representative on the
national and global stage. The institution of the Office of Premier attracts the most attention as the
most prominent public office in the province. The compensation should reflect that office.

One could expect the Premier to be the highest paid public servant in the province, given the
importance and demands of the role. At present, the Chief Justices of the Alberta Superior Courts
are paid $315,900.00 annually (as of April 2012). The Premier’s remuneration should not be less
than this. Yet even the Premier’s public sector subordinates are presently remunerated at a higher
level.

3.2 Offices Other Than MLA
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The Premier’s compensation is inadequate and not commensurate with the duties, obligations and
responsibilities of the office. The Premier should be remunerated to reflect the difference in the
level of responsibility between the Premier and his or her immediate subordinates. The Premier’s
salary should be higher than that of his or her deputy, and also the gap in remuneration between
the Premier and the Cabinet Ministers should be widened. While managing a Portfolio is a notable
responsibility in addition to regular MLA duties, it is not as significant as that of the Premier for
the whole province.

The Premier’s compensation should be increased, and while there may be reasons for doing

this gradually, it is recommended that it be accomplished within three years, since it is further
recommended (in Section 3.8 below) that MLA compensation be reviewed every four years by an
independent committee.

The Premier should receive additional compensation equal to 100 per cent of the basic MLA
indemnity, effective immediately, and two subsequent increases should be made to the Premier’s
salary for an ultimate additional compensation equal to 150 per cent of the basic MLA indemnity.
While the Premier’s duties are more than double those of the private Members, these increases
will compensate the Premier in a way that more appropriately reflects the office.

Recommendation 4

The Premier should receive additional compensation of $134,000.00, effective immediately, for
a total cash compensation of $268,000.00. In one year’s time, the Premier should receive an
additional $33,500.00 for a total cash compensation of $301,500.00, and in two years’ time,

an additional compensation of $33,500.00 for a total cash compensation of $335,000.00. This
would bring the Premier’s compensation more in line with Alberta’s highest paid public servants
and more commensurate with overall duties, responsibilities and accountability.

Minister without Portfolio: Presently, there are no Ministers without Portfolio in Alberta.
However, should those circumstances change and an MLA be appointed Minister without Portfolio,
the following comments and recommendation should apply.

Historically, compensation for this position has been roughly less than half of that for a Minister
with Portfolio. I regard this as reasonable. Thus, given that the compensation for a Minister with
Portfolio is recommended to be $67,000.00, the compensation for a Minister without Portfolio
should be equal to 45 per cent of that value.

Recommendation 5:

A Minister without Portfolio should receive additional compensation of $30,150.00 as
remuneration for the added responsibilities of that role, for a total cash compensation of
$164,150.00.

Deputy Speaker/Chair of Committees: Historically, the compensation for this position has been
half of that of the Speaker. I also regard this as reasonable. Thus, given that the compensation for

Speaker is recommended to be $67,000.00, the compensation for Deputy Speaker should be equal
to 50 per cent of that value.

| 3.2 Offices Other Than MLA
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Recommendation 6;

The Deputy Speaker/Chair of Committees should receive additional compensation of $33,500.00
as remuneration for the added responsibilities of that role, for a total cash compensation of
$167,500.00.

Leader of a Recognized Opposition Party: Historically, the compensation for this position

has been roughly less than half of that of the Leader of the Official Opposition. I regard this

as reasonable. Thus, given that the compensation for the Leader of the Official Opposition is
recommended to be $67,000.00, the compensation for a Leader of a Recognized Opposition Party
should be equal to 45 per cent of that value.

Recommendation 7:

The Leaders of Recognized Opposition Parties should receive additional compensation
of $30,150.00 as remuneration for the added responsibilities of that role, for a total cash
compensation of $164,150.00.

Deputy Chair of Committees: Historically, the compensation for this position has been half of
that of the Deputy Speaker/Chair of Committees. (This is not to be confused with committee pay.) I
regard this as reasonable. Thus, given that the compensation for Deputy Speaker is recommended
to be $33,500.00, the compensation for the Deputy Chair of Committees should be equal to 50 per
cent of that value.

Recommendation 8:

The Deputy Chair of Committees should receive additional compensation of $16,750.00 as
remuneration for the added responsibilities of that role, for a total cash compensation of
$150,750.00.

Special Members’ Compensation: Regarding compensation for MLAs in the various Special
Members’ roles listed in the Mandate (identified in Recommendation 9, below), in general terms, I
recommend that these could remain more or less as they are presently. However, in keeping with
the formula used to determine the additional compensation for the offices dealt with in previous
recommendations, | recommend that the compensation for each role be calculated as a percentage
of the compensation for a Cabinet Minister (which is recommended to be $67,000.00). My specific
recommendations are as follows:

Recommendation 9:

Additional compensation for the various Special Members’ roles, as remuneration for the added
responsibilities of those positions, should be as listed below. In parentheses is the recommended
compensation expressed as a percentage of that of a Minister with Portfolio.

3.2 Offices Other Than MLA |
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Official Opposition House Leader: $16,750.00 (25 per cent)
Third Party House Leader: $13,400.00 (20 per cent)

Chief Government Whip: $13,400.00 (20 per cent)
Assistant Government Whip: $10,050.00 (15 per cent)
Chief Opposition Whip: $10,050.00 (15 per cent)

Assistant Opposition Whip: $8,040.00 (12 per cent)

Third Party Whip: $8,040.00 (12 per cent)

A summary of the recommendations regarding the various MLA roles is represented in the
following tables:

Base Indemnity Annual Remuneration

MLA $134,000.00
Compensation

Premier $134,000.00
Speaker $67,000.00
Minister with Portfolio $67,000.00
Leader of the Official Opposition $67,000.00
Minister without Portfolio $30,150.00
Deputy Speaker/Chair of Committees $33,500.00
Leader of a Recognized Opposition Party $30,150.00
Deputy Chair of Committees $16,750.00
Official Opposition House Leader $16,750.00
Third Party House Leader $13,400.00
Chief Government Whip $13,400.00
Assistant Government Whip $10,050.00
Chief Opposition Whip $10,050.00
Assistant Opposition Whip $8,040.00
Third Party Whip $8,040.00

There were a number of government roles for which there was little information available as to
their duties and responsibilities (Parliamentary Assistants, Secretariat Chairs) and on which no
recommendations were made in this report. However, in order to maintain consistency in the
proposed approach to salary determination, these salaries should be set by Cabinet as percentages
of the MLA salary when the nature and scope of these roles can be more fully determined.

| 3.2 Offices Other Than MLA
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3 3 Tax-Free Allowance
°

At the public hearings, in the written submissions and in the media, there was
considerable criticism of the tax-free portion of the MLA salary, which is $26,046.00 annually. It
can be appreciated why this particular aspect of MLA remuneration is the subject of widespread
disapproval, yet I believe that is because it is the least understood.

The Income Tax Act (Canada), RSC 1985, ¢ 1 (5% Supp), s 81(2) states:

Where an elected member of a provincial legislative assembly has, under an Act of the
provincial legislature, been paid an allowance in a taxation year for expenses incident to

the discharge of the member’s duties in that capacity, the allowance shall not be included

in computing the member’s income for the year unless it exceeds % of the maximum fixed
amount provided by law as payable to the member by way of salary, indemnity and other
remuneration as a member in respect of attendance at a session of the legislature, in which
event there shall be included in computing the member’s income for the year only the amount
by which the allowance exceeds %2 of that maximum fixed amount. (Underlining added.)

As noted in Section 2.1 above, Ms. Scarlett testified that this tax-free allowance is a benefit
provided to all provincial legislators by the federal Government. It is a provision paid for in
forgone taxes by the Government of Canada.

Alberta as a province has, to date, elected to recognize this exemption and, in doing so, saves the
province paying extra taxes to the federal government. If the province ignored the exemption,
MLAS’ salaries would need to be increased or ‘grossed up’?° to permit them to retain their present
compensation after paying this income tax. The effect of each MLA'’s present salary being ‘grossed
up’ by approximately $12,570.00 (if their net base salary was to remain the same) would cost
taxpayers approximately $1.04 million, all of which would go to the federal Government in the
form of income taxes. Thus, its elimination would be tantamount to a decision to send more than
one million dollars directly to Revenue Canada, for which Albertans would receive nothing. I
assume the lack of support for this federal tax benefit is, at least in part, the result of the general
public not knowing the source of it or who would bear the cost if it were discontinued. If the
rationale for retaining it was better understood, it might be more widely favoured.

In spite of the financial penalty to Albertans, there was marked support for the elimination of the
tax-free allowance by several presenters, both expert and private. In particular, the Honourable
Ray Speaker, Dr. Herbert Grubel, Dr. David Docherty, and Mr. Scott Hennig of the Canadian
Taxpayers Association all advocate following the lead of most provinces and eliminating the
tax-free allowance, replacing it with a fully taxable salary. While these witnesses understood

the financial ramifications of doing so, they generally felt that the importance of transparency
outweighed the economic benefits of the federal tax exemption. Those opposing the tax-free
allowance also pointed to the fact that only the provinces of Alberta and Quebec, Yukon Territory
and the Northwest Territories avail themselves of this Federal Government incentive. The other
provinces have elected to discontinue the federal exemption and have accordingly ‘grossed up’
MLAs’ salaries—with no explanation found other than that of transparency and the public’s
perception of inequity.

If the tax-free allowance is to be discontinued, it is more appropriate that it be done by the Federal
Government who initiated it, who still authorize it, and who alone have income tax jurisdiction.

20 For an explanation of this term as used in the context of this Report, see Section 2.1.
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Its original purpose may be unknown or outdated, but so long as it remains available, I see
considerable economic value in maintaining it. Doing away with it in the name of transparency

or to assuage the public who perceive it as inequitable, as other provinces have done, is not, in my
view, a compelling enough reason for following that lead, especially given the cost to Albertans. It
is in the interest of all taxpayers of this Province that the tax-free allowance be kept but with an
explanation of what it is and why it is an obvious financial advantage to the Province. It appears
logical, as already stated, that if the exemption is to be discontinued, it should be by the federal
legislators that created it. Nonetheless, while | recommend against eliminating the tax-free
allowance, I recognize that this decision ultimately remains at the discretion of the Legislative
Assembly of Alberta.

In Section 3.1 above, a basic MLA indemnity of $134,000.00 is recommended. However, if the tax-
free allowance is retained as a cost savings to Albertans, the MLA indemnity should be broken
down as follows: a taxable indemnity of $75,000.00 and a tax-free allowance of $37,500.00 (50
per cent of indemnity, as per Section 81 of the federal Income Tax Act), for a total base salary of
$112,500.00. Thus formulated, this base salary would have a ‘grossed-up’ value of $134,000.00,
but would yield the same net income to the Member. Any financial benefit received from retaining
the tax-free allowance is on the part of the taxpayers and not the MLAs. Apart from the basic MLA
indemnity, compensation for the other roles would not be affected by the decision regarding the
tax-free allowance.

If this recommendation is adopted and the MLA salary is implemented as $112,500.00, including a
tax-free allowance of $37,500.00, instead of a fully taxed amount of $134,000.00, it would result in
an overall savings to the annual budget of Alberta of about $1,870,000.00.

Recommendation 10:

The basic MLA salary should be formulated as follows: an indemnity of $75,000.00 and a tax-
free allowance of $37,500.00 for a total base salary of $112,500.00. While this salary would
have a ‘grossed-up’ value of $134,000.00, it would save the province approximately $1.87
million.

| 3.3 Tax-Free Allowance
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3 4Transition Allowance
°

The average tenure for an Alberta MLA is two terms—or eight years. Some serve longer
and others less, but regardless of the duration of an MLA’s career, the return to private life upon
leaving office generally poses difficulties.

As was explored in Section 2.3 above, these challenges can take many forms. For some, a defeat
at the polls is a psychological blow that—at the very least—requires a recovery period, but in
extreme cases leads to more serious psychological issues, such as depression. Even when the
departure from office is voluntary, former Members often need to meet increased standards for
re-entry into the work force. For those returning to professions, they may have to re-qualify in
some manner. Some simply depart public office at an age that makes re-employment challenging.
For still others, they are burdened by a surprising stigma of having been an MLA; this is
particularly the case when there has been a change in Government or when certain Government
policies have been unpopular within particular industries. As a result, finding suitable
employment can be difficult.

The Honourable Ray Speaker, as previously noted, testified to the disadvantages facing exiting
MLAs, whether their departure from office was voluntary or not. His view was supported by
former Speaker of the Legislative Assembly of Alberta Dr. David Carter, as well as by a number of
the written submissions received by the Commission.

The exceptions to this situation are successful Premiers and prominent Cabinet Ministers whose
notable careers in government have opened up opportunities for them in the marketplace. But
these cases tend to be the exceptions only and typically do not occur, particularly when an MLA's
departure coincides with a change in the governing party.

Presently, MLAs accrue a transition allowance of three months’ pay for every year served in office,
based on the Member’s best three years in office, with no limit placed on the total amount accrued.
Simple arithmetic illustrates that a long-serving MLA is provided, upon departure from office,
with a substantial lump sum payment in an amount that—while taxable—exceeds the intended
purpose of the allowance. A transition allowance should provide short-term assistance to former
Members in re-entering private life; it should not take the place of a pension or be funded without
limit.

There is sufficient evidence to support the need for some transition allowance for MLAs to assist
them in re-entering private life. MLAs have, after all, served the public in a role without job
security, and, as we've seen, their return to their former occupations or lifestyles is often fraught
with difficulties. However, there is also a compelling case to be made for identifying the present
transition allowance as unjustified and excessive.

Therefore, | recommend a more reasonable and justifiable transition allowance of two months’
salary for every year served to a maximum of 12 months. This is a formula seen frequently in the
private sector in some of the other provincial jurisdictions and would require an MLA to serve at
least six years to reach the maximum accruable allowance. It should be based on the MLA salary
only and not on additional compensation provided for other roles. Most importantly, it recognizes
a limit and more appropriately fulfills its intended purpose.

A transition allowance should not be disguised to compensate for the suspension of the MLA
Pension Plan in 1993. It is intended to assist exiting Members in re-entering private life after

34 Transition Allowance | 41



7y

REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

serving the province. Amounts of the present transition allowance accrued to date and presently
owing to former and serving Members to the end of the 27™ Legislature should be protected and
must be paid to them on leaving the Assembly.

Recommendation 17:

The present transition allowance should be discontinued and a new transition allowance
of two months’ basic MLA salary for every year served to a maximum of 12 months should
be implemented. Thus formulated, the transition allowance would not recognize additional
compensation received for roles other than MLA and would accrue equally for all Members.

| 34 Transition Allowance
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3 5 Pension
°

My review as to whether a pension plan should be reinstituted for Members of the
Legislative Assembly was informed both by the information and analysis provided by Aon Hewitt,
the actuarial firm retained by the Commission, and the extensive work that has been done in the
United Kingdom in the review of public sector pension plans (the Lord Hutton Report, 2011)** as
well as pension benefits provided to Members of the House of Commons and House of Lords (the
Cockburn Report, 2010).22

The Members of the Legislative Assembly Pension Plan in which membership was suspended in
1993 was a best three-year average earnings defined benefit plan that provided a benefit which
Aon Hewitt estimated to have a value of 47.8 per cent of salary and was similar to defined benefit
plans in place in the majority of Legislatures and in the Parliament of Canada today. The Members
of the Legislative Assembly Pension Plan Act provides the structure under which pensions to retired
MLAs are being paid but has allowed no new enrollment since 1993.

In considering a pension for Alberta MLAs, it must again be noted that the average length of
service for Members is just over eight years—or approximately two terms. Thus for the majority
of Members a political role is either a mid-career or late career occupation and rarely close

to a lifetime career. It also interrupts an MLA’s private career, which means MLAs frequently
sacrifice the pension accrual that they would have earned during those otherwise pensionable
years in another occupation. Given this, it would seem to follow that any pension plan in these
circumstances should provide a reasonable and predictable benefit but should be cognizant of the
emerging trends in pension benefit practices for this type of employment circumstance.

One of the key considerations in re-implementing a pension plan for MLAs is the decision

whether it should be a defined contribution or defined benefit plan. A more detailed analysis of

the advantages and disadvantages of the two basic pension designs is presented in the Cockburn
Report.?® As noted in this Report, a study from the United States’ National Institute on Retirement
Security found that “a defined benefit (DB) pension can deliver the same retirement income at 46
per cent lower cost than an individual defined contribution (DC) account.”** The Cockburn Report
concluded that defined benefit plans appear to encourage people to contribute more to their own
pensions, as the average employee contribution to a defined benefit plan is higher than to a defined
contribution plan, even within the private sector.

Based on the evidence reviewed, given the relatively short-term careers of the average MLA
and the objective of providing a fair, reasonable and predictable pension for that service while
remaining affordable and sustainable, a defined benefit plan is the optimal approach.

However, instead of a final average earnings defined benefit plan in which the employer bears all
of the salary, investment and post-retirement longevity risk, a Career Average Revalued Earnings
plan with price indexing (CARE-P), which better balances the risk between the Member and the
Legislative Assembly, is recommended. In a CARE-P plan, each year the member earns an amount
of pension based on the plan’s accrual rate and their salary in that particular year. This amount
is then revalued annually—that is, indexed based on changes in a consumer price index (CPI). At

21 Lord Hutton of Furness, Independent Public Service Pensions Commission: Final Report, March 2011, available at: http://cdn.hm-
treasury.gov.uk/hutton_final_100311.pdf

22 Bill Cockburn, Review of the Parliamentary Contributory Pension Fund, July 2010, available at: http://www.official-documents.gov.
uk/document/cm79/7926/7926.pdf

23 Cockburn, pp. 11-13

24 Cockburn, p. 12
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retirement each year’s accrual is summed up to the total pension.

The new retirement plan, if adopted, should be implemented on a go-forward basis only, with no
recognition of past service. The specific recommendations for the provisions of an MLA Pension

Plan are:
Average Earnings Formula
Accrual Rate
Vesting
Normal Retirement Age
Maximum Service
Member Contributions
Assembly Contributions
Indexing of pre-retirement pensions
Indexing of Post Retirement Pension
Surviving Partner Pension
Early Pension Reduction

Earnings Definition

Career Average Revalued Earnings-CARE
2.5%

5 years

65

30 years

11% of pensionable earnings
Balance of Cost-estimated at 20.3%
100% of Alberta CPI (CARE-P)

60% of Alberta CPI

Joint and 2/3 survivor

3% per year

Each year of earnings treated separately

The Aon Hewitt Report (Appendix K) outlines the cost estimates for a CARE-P plan with these
provisions. In terms of the rationale for the specific provisions, the following observations are

significant.

Accrual Rate:

An accrual rate of 2.5 per cent is recommended in recognition of the short-term nature of the
typical MLA career and the lack of perquisites available to Members in comparison to the broader
public sector and private sector. This level of accrual is less than most other MLA plans in Canada.

Normal Retirement Age:

Given the increased longevity risk for this type of plan due to the fact that Canadians are living
longer, age 65 is a more reasonable age at which a Member should start receiving an unreduced
pension. This is a higher age than most MLA plans in place in Canada.

Vesting:

As earlier noted, shorter vesting periods are generally more costly for a plan and it seems
reasonable that MLAs serve at least five years before becoming vested in the plan, which is similar

to most MLA plans in Canada.

Member and Assembly Contributions:

The recommended distribution of contributions (approximately 1/3 Member, 2/3 Assembly)
parallels that of the Alberta Management Employees Pension Plan presently in place. It seems
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reasonable that similar costing be applied to Members of the Assembly as is applied to managers in
the Alberta Public Service. This distribution is significantly more balanced that most MLA defined
benefit plans in Canada.

Indexing:

The primary characteristic of a CARE-P defined benefit plan is the indexation of annual pension
amounts by some type of price index as opposed to a wage index. In that regard, indexing of
pre-retirement pension amounts should be 100 per cent of the Alberta CPI and indexing of post-
retirement benefits should be reduced to 60 per cent of Alberta CPI, the same indexing formula
that is applied to retired managers receiving a pension under the Management Employees Pension
Plan. By comparison, the pensions of Alberta Provincial Court Judges are indexed at 100 per cent of
Alberta CPI.

Other Provisions:

The recommended surviving partner and early retirement reduction provisions are typical for
defined benefit plans.

Funding:

A revised MLA Pension Plan should be fully funded for future service on an ongoing basis with
contribution levels, accrual rate and indexing provisions subject to review and adjustment
dependent on the financial position of the plan. An actuarial review of the plan is required once
every three years under the Income Tax Act rules. This actuarial review would inform the periodic
review of MLA compensation recommended elsewhere in this report.

Implementation and Administration:

In terms of the implementation of a revised MLA Pension Plan, Aon Hewitt noted that this can

be most easily accomplished through amendments to the Members of the Legislative Assembly
Pension Plan Act now in place. With the implementation of a revised MLA Pension Plan, the existing
transition allowance can be amended to reflect the earlier recommendation in this Report (see
Section 3.4, Recommendation 11). The administration of the plan can be managed in a manner
similar to other Alberta public sector plans. Governance of the Plan should be under the Members
of the Legislative Assembly Pension Plan Board established under the present Act.

As with many other public sector retirement plans, Members should have the one-time option to
join the MLA pension plan. In electing not to participate, those Members who do not contribute to
the plan do not benefit in any way from the plan.

In part 9 of the Mandate, the Commission was asked to consider the impact of some Members’
‘double dipping’ in more than one pension plan. There was no evidence to suggest that this was

a particular problem with respect to Alberta MLAs. Individuals who are retired from other
occupations and are already receiving pensions are nonetheless free to run for public office and
should not be discouraged from doing so. Many people have a second career in their retirement;
contributing to and collecting a second pension is not unique to MLAs and is not what I consider to
be ‘double dipping.’ I therefore make no recommendation with respect to this issue.

3.5 Pension
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Recommendation 12:

A pension plan should be re-implemented for MLAs on a going forward basis, with no
recognition of past service. The specific recommendations for the plan are included in Section
3.5 of this Report. The Members of the Legislative Assembly Pension Plan Act should be

amended to reflect the new plan design. It follows that the RRSP allowance payments presently
made to MLAs be discontinued if a pension plan is re-implemented.
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3 60ther Benefits
°

There is no evidence to suggest the need to revise the health, life insurance and
disability benefits provided to MLAs. Therefore, it is recommended that these remain unchanged.

Recommendation 13;

The health, life insurance and disability benefits presently provided to MLAs should be
maintained.

3.6 Other Benefits | 47
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Indexing
3.7

In accordance with the Mandate that directs the Commission to make recommendations
on the process for future adjustments to MLA compensation, it is suggested that to the extent that
some or all of the aforementioned recommendations are implemented—even if implemented in
stages—MLA compensation should be indexed annually following the Alberta Consumer Price
Index (CPI), using the same index as other Alberta public service pension plans.

Recommendation 14:

With respect to future adjustments to MLA compensation, salaries should be adjusted annually
in accordance with the Alberta Consumer Price Index (CPI).
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3 8Future Review
°

The Mandate further directed that the Commission make a recommendation on the
process for future review of Members’ compensation, benefits and allowances. As a general rule,
MLAs should not set their own pay. To that end, it is recommended that every four years the Chief
Justice of the Queen’s Bench of Alberta (or his or her designate from the court) be appointed
chair of a three-person committee to review MLA compensation—the two other members of the
committee to be judges of that same court. The Queen’s Bench of Alberta, the superior trial court
of the Province, is a federally appointed court (under section 96 of the Constitution Act, 1867)
and is compensated by the Federal Government. That court is therefore independent from the
Government of Alberta, and as its members reside in various judicial districts throughout Alberta,
it offers a province-wide perspective on the assignment.

Recommendation 15:

Every four years the Chief Justice of the Queen’s Bench of Alberta (or his or her designate)
should be appointed chair of a committee of three members to review MLA compensation. The
two other members of the committee should be judges of the same court.

3.8 Future Review | 49
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3 9Implications of Recommendations
°

In arriving at and making the recommendations contained in this Report, I considered,
among many other things, the implications of the recommendations, financial and otherwise. |
wish to highlight and comment on some of these.

As previously noted, it was the aim of the Commission to come to conclusions using as independent
an approach as possible. A point was made of not relying exclusively on what other jurisdictions
were doing (or had done) in terms of compensating their legislators in order to avoid the
circularity that has heretofore occurred in setting MLAs’ salaries. Nevertheless, it is recognized
that the MLAs and the public will want to see how the proposed Alberta salaries and pension
compare to those in the other Canadian jurisdictions. Therefore, several charts are attached for
reference in this regard.

Appendix N compares the total compensation for Members in all Canadian provinces and
territories and in the House of Commons, including the proposed fully taxable Alberta salary

of $134,000.00. Appendix O compares the total compensation for the same groups, but uses the
proposed partly tax-exempt Alberta salary of $112,500.00 ($75,000.00 indemnity and $37,500.00
tax-free allowance). These charts are intended to reflect the total compensation received, not just
cash compensation. Thus the values of the pension arrangements in each jurisdiction are included
in the overall totals.

Of particular interest is a comparison between Appendix E and either Appendix N or Appendix
0. This comparison shows the total compensation comparisons for Members in all jurisdictions,
but with respect to Alberta, it shows the total compensation before this review was initiated
(Appendix E) and ‘after’—that is, with the recommended Alberta salary and pension (either
Appendix N or Appendix O, depending on the decision regarding the tax-free allowance).

From Appendix E, it can be seen that the present total annual compensation for Alberta

MLAs is $176,989.00 (‘grossed up’), if the current transition allowance is added in lieu of a
pension contribution. From Appendices N and O, it can be seen that the proposed total annual
compensation for Alberta MLAs is estimated at either $161,202.00 (fully taxable) or $159,313.00
(‘grossed up’ partly tax-exempt salary). Thus the implementation of the recommendations
contained in this Report would result in a decrease in total compensation principally as a result of
changes in the transition allowance and the elimination of the RRSP allowance.

Appendix P compares the total compensation for Cabinet Ministers in all Canadian provinces and
territories and in the House of Commons using the present Alberta Cabinet salary—that is, before
this review was initiated. Appendix Q compares the total compensation for Cabinet Ministers in
the same jurisdictions using the proposed Alberta Cabinet salary of $67,000.00. Appendix R also
compares Cabinet salaries across all jurisdictions, but uses the proposed partly tax-exempt MLA
base salary in the calculation of the total Alberta Cabinet salary.

From Appendix P it can be seen that the present total annual compensation for Alberta Cabinet
Ministers is $257,582.00 (‘grossed up’). From Appendices Q and R, it can be seen that the proposed
total annual compensation for Alberta Cabinet Ministers is estimated at either $241,803.00 (fully
taxable) or $241,388.00 (‘grossed up’ partly tax-exempt salary). Thus the implementation of the
recommendations in this Report would result in a decrease in total annual compensation for
Alberta Cabinet Ministers. Also note the negligible difference in the totals with respect to Alberta
between Appendices Q and R.
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If the tax-free allowance is retained and the recommendation contained in this report of a

base MLA salary of $112,500.00 ($75,000.00 indemnity and $37,500.00 tax-free allowance)

is implemented instead of a fully taxable salary of $134,000.00, it would result in a savings of
$1,870,500.00 to the annual budget of Alberta. If this recommendation is not adopted but the
recommendation of a fully taxed salary of $134,000.00 is, the entirety of the $1.87 million would
go to the federal government in the form of income taxes.

Regarding the recommended MLA pension plan, it may be of interest that, based on the proposed
salary of $134,000.00, an MLA who had served eight years (or two terms) as a private Member
would receive an estimated annual pension at retirement of around $31,300.00. This estimate is
based on a number of assumptions and is provided here only as an example.

Finally, if the recommendations contained in this Report are adopted in full, the total cost
(including pension benefits) to the Province of Alberta to compensate its provincial legislators,
of which there are now 87, would be approximately the same as the cost to compensate the 83
Members in 2011/2012. Expressed as a percentage of the province’s overall budget of more than
$39 billion, this represents 0.043 per cent, the same figure as was mentioned in Section 1.4 of the
Introduction with respect to the circumstances before this review was initiated.

Contemporaneous with its release, the full Report will be posted and available for public viewing

on the website: http://www.mlacompensationreview-alberta.ca/.

The Honourable ].C. Major, CC, QC

3.9 Implications of Recommendations |
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A List of Alberta papers that carried
notices of the review and copies of the
notices
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MLA Compensation Review ad campaign- January 2012

MLA Compensation Review advertising campaign

Campaign A - General Notice ad — Click for Copy
Daily Campaign
January 9, 2012

CALGARY HERALD

CALGARY SUN

EDMONTON JOURNAL

EDMONTON SUN

FT. MCMURRAY TODAY

GRANDE PRAIRIE DAILY HERALD/TRINBUNE
LETHBRIDGE HERALD

RED DEER ADVOCATE

MEDICINE HAT NEWS

Weekly Campaign_— Click for Copy
January 8 — 14, 2012

AIRDRIE CITY VIEW (Airdrie AB)

AIRDRIE ECHO (Airdrie AB)

ATHABASCA ADVOCATE (Athabasca AB)

BANFF CRAIG & CANYON (Banff AB)

BARRHEAD LEADER (Barrhead AB)

BASHAW STAR (Stettler AB)

BEAUMONT NEWS (Beaumont, AB)

BROOKS & COUNTY CHRONICLE (Brooks AB)
BEAVERLODGE AND DISTRICT NEWS (Beaverlodge AB)
BONNYVILLE NOUVELLE (Bonnyville AB)

BOW ISLAND COMMENTATOR (Bow Island AB)
BASSANO TIMES (Bassano AB)

CAMROSE CANADIAN (Camrose AB)

CASTOR ADVANCE (Castor AB)

CARDSTON TEMPLE CITY STAR (Cardston AB)
CALGARY FAST FORWARD WEEKLY (Calgary AB)
CHESTERMERE ANCHOR WEEKLY (Chestermere AB)
CLARESHOLM LOCAL PRESS (Claresholm AB)
COCHRANE TIMES (Cochrane, AB)

COALDALE SUNNY SOUTH NEWS (Coaldale AB)
COLD LAKE SUN (Cold Lake AB)

CONSORT ENTERPRISE (Consort AB)

1|Page
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MLA Compensation Review ad campaign- January 2012

CORONATION EAST CENTRAL ALBERTA REVIEW (Coronation A)
CROWSNEST PASS HERALD (Blairmore AB)
CANMORE/BANFF ROCKY MOUNTAIN OUTLOOK (Canmore AB)
CARSTAIRS COURIER (Carstairs AB)

DEVON DISPATCH NEWS (Devon, AB)

DIDSBURY REVIEW (Didsbury AB)

DRAYTON VALLEY WESTERN REVIEW (Drayton Valley, AB)
DRUMHELLER MAIL (Drumheller AB)

ECKVILLE ECHO (Sylvan Lake AB)

EDMONTON EXAMINER (Edmonton, AB)

ELK POINT REVIEW (Elk Point AB)

EDSON WEEKLY ANCHOR (Edson AB)

FAIRVIEW POST (Fairview AB)

FORT MCMURRAY CONNECT (Fort McMurray)

FORT SASKATCHEWAN RECORD (Fort Saskatchewan AB)
FOX CREEK TIMES (Valleyview AB)

FALHER SMOKY RIVER EXPRESS (Falher AB)

FORT MACLEOD GAZETTE (Fort Macleod AB)

GRANDE CACHE MOUNTAINEER (Grande Cache AB)
HANNA HERALD (Hanna, AB)

HIGH RIVER TIMES (High River, AB)

HINTON PARKLANDER (Hinton, AB)

HINTON VOICE (Hinton AB)

HIGH PRAIRIE SOUTH PEACE NEWS (High Prairie AB)
INNISFAIL PROVINCE (Innisfail AB)

JASPER FITZHUGH (Jasper AB)

LACOMBE GLOBE (Lacombe, AB)

LAC LA BICHE POST (Lac La Biche AB)

LAMONT FARM 'N' FRIENDS (Lamont AB)

LETHBRIDGE SUN TIMES (Lethbridge AB)
LLOYDMINISTER MERIDIAN BOOSTER ) (LLoydminister, AB)
MAYERTHORPE FREELANCER (Mayerthorpe, AB)
MORINVILLE FREE PRESS (Morinville AB)

NANTON NEWS (Nanton AB)

OKOTOKS WESTERN WHEEL (Okotoks AB)

OLDS ALBERTAN (Olds AB)

OYEN ECHO (Oyen AB)

LEDUC/WETASKIWIN PIPESTONE FLYER (Millet AB)
PEACE RIVER RECORD-GAZETTE (Peace River AB)
PINCHER CREEK ECHO (Pincher Creek, AB)

PONOKA NEWS (Ponoka AB)

2|Page
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MLA Compensation Review ad campaign- January 2012

PROVOST NEWS (Provost AB)
RED DEER EXPRESS (Red Deer AB)

REDWATER REVIEW (Redwater AB)

RIMBEY REVIEW (Rimbey AB)

ROCKY MOUNTAIN HOUSE MOUNTAINEER (Rocky Mtn. House )
RYCROFT CENTRAL PEACE SIGNAL (Rycroft AB)
SEDGEWICK COMMUNITY PRESS (Sedgewick AB)
SHERWOOD PARK NEWS (Sherwood Park, AB)
SPRUCE GROVE EXAMINER (Spruce Grove AB)
STONY PLAIN REPORTER (Stony Plain AB)

SWAN HILLS GRIZZLY GAZETTE (Swan Hills AB)
SLAVE LAKE LAKESIDE LEADER (Slave Lake AB)
SLAVE LAKE SCOPE (Slave Lake AB)

SMOKY LAKE SIGNAL (Smoky Lake AB)
STETTLER INDEPENDENT (Stettler AB)

ST. ALBERT GAZETTE (St. Albert AB)

ST. PAUL JOURNAL (St. Paul AB)

SUNDRE ROUND-UP (Sundre AB)

SYLVAN LAKE NEWS (Sylvan Lake AB)

TABER TIMES (Taber AB)

THREE HILLS CAPITAL (Three Hills AB)

TOFIELD MERCURY (Tofield AB)

TWO HILLS & COUNTY CHRONICLE (Two Hills AB)
VALLEYVIEW VALLEY VIEWS (Valleyview AB)
VAUXHALL ADVANCE (Vauxhall AB)

VEGREVILLE OBSERVER (Vegreville AB)

VIKING WEEKLY REVIEW (Viking AB)

VERMILION VOICE (Vermilion AB)

VULCAN ADVOCATE (Vulcan AB)

WABASCA FEVER (Wabasca AB)

WESTLOCK NEWS (Westlock AB)

WETASKIWIN TIMES (Wetaskiwin AB)
WAINWRIGHT STAR (Wainwright AB)
WHITECOURT STAR (Whitecourt AB)

RAYMOND MAGRATH WESTWIND WEEKLY NEWS (Magrath AB)

3|Page
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MLA Compensation Review ad campaign- January 2012

Campaign B - Meeting Notice ad — Click for Copy
Daily Campaign
January 11- 21, 2012

CALGARY HERALD

CALGARY SUN

EDMONTON JOURNAL

EDMONTON SUN

FT. MCMURRAY TODAY

GRANDE PRAIRIE DAILY HERALD/TRINBUNE
LETHBRIDGE HERALD

RED DEER ADVOCATE

MEDICINE HAT NEWS

Campaign C- Cancellation Notice ad - Click for Copy
Daily Campaign

January 24-28, 2012

FT. MCMURRAY TODAY

GRANDE PRAIRIE DAILY HERALD/TRINBUNE
LETHBRIDGE HERALD

MEDICINE HAT NEWS

RED DEER ADVOCATE

| Appendices
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Independent Review of Compensation and Benefits of
Members of the Legislative Assembly of Alberta

ALBERTA Notice of Public Meetings

Calgary - Edmonton « Fort McMurray - Grande Prairie  Lethbridge - Medicine Hat - Red Deer

The Honourable John C. (Jack) Major,  If you would like to make a presentation
CC, QC, is conducting public meetings at one of the public meetings, please

as a component of his review of the register one week in advance of the
compensation and benefits of Members  meeting date by phone, e-mail or letter.
of the Legislative Assembly of Alberta. Those who are unable to attend may
still provide input through written
submissions. Written submissions must
be received by February 24, 2012.

Based on his findings he will make
recommendations to the Assembly
regarding the compensation and
benefits paid to the Members Submissions and the names of authors

of the Legislative Assembly. will be made public. Specific details about
the public meetings will be posted on

the website and advertised in the local
daily papers of hosting communities.

Individuals and groups are
encouraged to share their ideas by
making a public presentation.

The Honourable John C. (Jack) Major, CC, QC

#801, 9718 - 107 Street, Edmonton, AB T5K 1E4

Tel: 780.643.6704 Toll-free:1.855.643.6704

E-mail: submissions@mlacompensationreview-alberta.ca

Web

www.mlacompensationreview-alberta.ca
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Independent Review of Compensation and Benefits of
Members of the Legislative Assembly of Alberta

Public Input Invited
ALBERTA  The Honourable John C. (Jack) Major, CC, QC, is conducting an independent review of the
compensation and benefits of Members of the Legislative Assembly of Alberta.

Justice Major is seeking public input through written submissions and oral presentations at
public meetings. The public meetings in Calgary are scheduled as follows:

Thursday, February 2, 2012

1p.m. to 4 p.m. and 6:00 p.m. to 9:00 p.m., Pekisko Room, McDougall Centre, 455 — 6 Street S.W.,
(algary, AB
If you would like to present, please register by phone or e-mail one week prior to the meeting.

Further information about the review is available online at:
www.mlacompensationreview-alberta.ca

Deadline for written submissions is Friday, February 24, 2012
Submissions and the names of authors will be made public.

More Info

The Honourable John C. (Jack) Major, CC, QC

801, 9718 - 107 Street, Edmonton, AB T5K 1E4 Tel: 780.643.6704 or toll-free: 1.855.643.6704
E-mail: submissions@mlacompensationreview-alberta.ca
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Independent Review of Compensation and Benefits of
Members of the Legislative Assembly of Alberta

Public Meetings

Wednesday, January 25, 2012 EeL\\ [d34R»

The Honourable John C. (Jack) Major, CC, QC, is conducting an independent review of the
compensation and benefits of Members of the Legislative Assembly of Alberta.

ALBERTA

The Fort McMurray public meetings have been cancelled due to lack of registrants.
Members of the public can provide input through written submissions. Submissions and the
names of authors will be made public.

Deadline for written submissions is Friday, February 24, 2012

Those who wish to present at other meeting locations can call 1.855.643.6704 for information.

Further information about the review is available online at: www.mlacompensationreview-alberta.ca

The Honourable John C. (Jack) Major, CC, QC
801, 9718 - 107 Street, Edmonton, AB T5K 1E4 Tel: 780.643.6704 or toll-free:
1.855.643.6704 E-mail: submissions@mlacompensationreview-alberta.ca
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B Calendar of when notices appeared in
papers

62 | Appendices



MAY 2012 REPORT

GRS R ]

ZIE AR 130r] pOH
ST [S] REI
plE1aH aboudulE
B

p funoa

JABIQARY 1238F [OH

Fie Hupasiel

uNeas ey AaeBEs 12

pe Bunaauw
Aepo] Aeuanpyary 14

i
-

fepinieg

BLneRL. AThRD
&god

BEunsai

BLizeR.L 837 PEH

b g3

[+« 1N T HITET
AELNWOPY HE 4

Sralpy A8 ALy
TEI0APY 195D Fik
Pt afipgying
AERO] Ao i

1] | AL IR IERE |
ung hebjeg
NEERN-TRCETIN |

s haeliven

(ELINST WD WP
EUDNIPS § — SUDLIP S 23S AET],

ALiSe L
1R QWA Hunosw eEpuguyisT
1y [E il

DE LD R[ SO0 S

UL FAUED 198 WML fepog G s L uoup
T T s AEanpy o1
LE oE oz e EZ Z2
pe Bz
pe Bunaaus ey obpegula
TMENR TR DR
Cuil Bl Hl £l g1 71
il Uy U opampg . T, IS
pe Bunani e Gunasu 4B Be- WRIAAY
UL U] PIEEH wnsyELnar EHRT T
AL NS OpAnte ) PRI | TEEIEEERD
EL al b O BRI OGN AR, & =]
b2 3 13 E 2 L
fep|ig Aepsinyy ABRpSAURE Y Aepgan Aopuny Aopung

sBUoog pY meIAsY UoRSUadLION YN 2102 Aenuey

63

Appendices |



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

C Cheryl Scarlett's written submission and
exhibits
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Overview of MLA Pay and Benefits
Legislative Assembly of Alberta
Presentation to Honourable J.C. Major
January 2012

Introduction of presenter: Cheryl Scarlett, Director of Human Resources, Information Technology, and
Broadcast Services with the Legislative Assembly of Alberta.

The intent of today’s presentation is to provide a brief overview of Members’ remuneration, benefits and
entitlements as they exist today.

The staff that work for the Legislative Assemble Office (LAO, as we refer to ourselves) support the
Speaker and the Members of the Legislative Assembly of Alberta by providing nonpartisan procedural,
administrative and educational services. The responsibility for the administration of Members’ pay and benefits
rests with the Human Resource Services branch of the LAO.

In the presentation today I will be providing information with respect to
e Members’ pay,

e health benefits,

e MLA pension plan, and

e transition allowance.

1. Authorities

The authorities that govern Members’ pay and benefits are determined in accordance with the
e Legislative Assembly Act,
e as delegated to the Members’ Services Committee through the Legislative Assembly Act and
through the Members’ Services Committee orders, and
e MLA Pension Plan Act.

Members’ pay is set in accordance with these authorities with the exception of remuneration that Members
may receive in recognition of their service on government committees. The authority for these
appointments is determined by the government of Alberta as detailed in orders in council or ministerial
orders.

2. Overview of role of LAO as paymaster for all remuneration paid to Members

Members’ remuneration

e All Members receive an MLA indemnity and tax-free allowance. In addition, Members may be

eligible for additional pay based on appointments for various roles in addition to the MLA indemnity
and tax-free allowance.

e The LAO is the paymaster for all remuneration, including payments made on behalf of the
government of Alberta (GOA). Examples of these types of payments include the Premier, a Minister
and government committee remuneration.

e Payments processed by the LAO on behalf of the GOA are charged back and reimbursed to the LAO
by the government.

e All Member remuneration is paid based on 365 work days per year.

o Members do not have casual or general illness entitlements, nor any vacation entitlements or
other leave entitlements.

Appendices
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3. Remuneration

All MLA remuneration except payments for service on government committees is set pursuant to the
Legislative Assembly Act and authority delegated to the Members’ Services Committee. The current
remuneration chart is posted on the Alberta Legislative Assembly’s website. (Tabling 1)

A link to the Report of Selected Payments to the Members and Former Members is also posted on
our site. This report provides payments to all Members, including remuneration, benefits,
allowances, travel expenses and payment made under the MLA pension plan and public service
pension plan. (Tabling 2)

Member compensation decisions per the Members’ Services Committee have varied throughout the
years; however, the current formula for Member compensation adjustments is in accordance with a
decision of the committee on October 5, 1998, whereby

Components of Member remuneration are to be adjusted on April 1 of each year by the same
percentage increase or decrease as in the Average Weekly Earnings for Alberta as reported by
Statistics Canada survey of employment payroll and hours for the immediately preceding
calendar year.

A summary of historical adjustments (%) is also posted on the website; however, it is important to
note the decisions of the committee to freeze increases for the last three fiscal years. As detailed on
the site,

However, based on an approved motion of the committee of December 8, 2010, there shall be no
annual adjustment to the salaries as outlined (below) for the fiscal year April 1, 2011 to March
31, 2012. Salaries have remained unchanged since April 1, 2008. (Tabling 3)

All three charts posted on the web have been tabled (MLA remuneration, Selected Payments report
link, and historical compensation adjustments).

When looking at the remuneration chart, one will see that there are various components of Members
remuneration. (Refer to the chart.)

MLA indemnity and tax-free allowance

All Members receive the MLA indemnity and tax-free allowance.

The current remuneration is $52,092 per annum.

MLA Indemnity $52,092.00
MLA Tax-free Allowance $26,046.00
(Total) $78,138.00

| Appendices

In addition, all Members receive a tax-free allowance equivalent to 50 per cent of the indemnity in
recognition of expense incidental to their duties.

The authority for the tax-free allowance is pursuant to section 81of the Income Tax Act. (Tabling 4)

Current total remuneration, including the indemnity and tax-free allowance, is $78,138 per annum.
Based on a comparison as of November of 2011 Alberta was second lowest in comparison to all
Canadian jurisdictions. (Note that all but four jurisdiction have no tax-free allowance). (Tabling 5)

Of interest, if Members did not have the tax-free allowance, Members’ remuneration would need to
be approximately $90,708 per annum to provide an equivalent net remuneration to the Member.
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e Ofinterest in this calculation is that the difference in the increased remuneration amount
(approximately $1,000 per month) is approximately equivalent to the increased amount of income
tax that the Member would be paying as a result of the change. In essence, it appears that the
additional employer remuneration cost would all be forwarded to the federal government in income
payments.

e Remuneration ($7,559.00 - $6,511.50 = $1,047.50). 16% increase
Tax ($1,846.37 - $799.00 = $1,047.37). 43% increase
($1,093,590.00 additional remuneration versus $1,093,454.28 increased tax)
Additional Allowances, Office Other Than
e All taxable

e List appointments

Premier $81,312
Speaker $63,912
Minister with portfolio $63,912
Minister without portfolio $28,392
Leader of the Official Opposition $63,912
Deputy Speaker and Chair of Committees $31,968
Deputy Chair of Committees $15,984
Leader of a recognized opposition party $28,392

Special Members’ Allowances
e All taxable income

e List appointments

Official Opposition House Leader $13,596
Third-party House Leader* $10,872
Chief Government Whip $10,872
Assistant Government Whip $8,136
Chief Opposition Whip $8,136
Assistant Opposition Whip $6,792
Third-party Whip* $6,792

e *Recognized opposition party
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Allowances

Remuneration

Committee Allowances (Category A and C)

Chair

Deputy Chair

Member

(not to exceed $3500/maximum 3 committees)

Speaker and Opposition Leaders (in lieu of all committee activity)

$1,500 per month
$1,250 per month
$1,000 per month

$3,500 per month

Committee Member Allowance (Category B)

Up to four hours long $135.90
Over four to eight hours $224.20
Longer than eight hours $353.00
Committee Chair Allowance (Category B)

(per meeting, in addition to committee members' allowance noted above)

Up to four hours long $47.70
Over four to eight hours $88.50
Longer than eight hours $142.70

Speaker and Opposition Leaders

$3,500 per month

e Detailed remuneration chart

o Committee A, B, C

o Pay for A/C committees is based on a maximum of three committees/$3,500

o Pay in lieu of all committee activities — Speaker, Leaders of the opposition parties: $3,500

Category A Committees:

Standing Committee on the Alberta Heritage Savings Trust Fund Act

Standing Committee on Private Bills

Standing Committee on Public Accounts

Standing Committee on Legislative Offices

Special Standing Committee on Members’ Services

Standing Committee on Privileges and Elections, Standing Orders and Printing
Any other committee designated as a Category A committee by resolution of the Assembly

Category B Committees:
(none at this time)

Category C Committees:

Standing Committee on Community Development
Standing Committee on Education

Standing Committee on Energy

Standing Committee on Finance

Standing Committee on Public Health and Safety

Government appointments of MLAs to Government Committees (7Tabling 6)

e Current authority for payments is pursuant to OC 450/2011 and 526/2011, MLA remuneration
order, and section 1 or 2 of OC 466/2007 of the committee remuneration order.

e Appointments and payments are not set pursuant to the LAA or by MSC, rather by the

government.

1. In this order “committee” means a committee, board, commission, council, or

other body established
4
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(a) by an Act of the Legislature
(b) by the Lieutenant Governor in Council
(c) by a Minister of the Crown, or
(d) by a regulation
but does not include a committee of the Legislative Assembly

e Review OC
o Sections 2.1 —2.5
o Sections 3
o Pay in lieu of all government committee activities: Premier, $3,483 per month; Ministers,
$2,967 per month.

Pay and Benefit Administration

e To ensure that all appropriate withholdings and benefit entitlements are calculated and administered
appropriately, the LAO is responsible (through their Human Resource Services branch) for processing
all payments to Members and managing their health benefits and entitlement.

e Assuch, they work in conjunction with the appropriate entities to track all appointments and ensure that
Members receives the appropriate pay based on their multiple appointments.

e All payments processed by the LAO on behalf of the government (Premier, Minister, government
committee appointments) are charged back and reimbursed to the LAO by the GOA.
4. RRSP Allowance
e Members are eligible to receive an RRSP allowance once per fiscal year.
o Pursuant to the Members’ Allowances Order once in every fiscal year there shall be paid to every
person who is a Member and has served a minimum of three months in that fiscal year, an

allowance equal to one-half of the RRSP dollar limit for that year as established pursuant to the
Income Tax Act (Canada).

e Recent change: Members must have served a minimum of three months in the fiscal year to be eligible
for the payment.
e The RRSP allowance for the 2012-13 fiscal year will be $11,485.

o This allowance is paid as taxable remuneration. However, Members may request that the LAO
transfer this payment directly to the Member’s financial institution to be applied against an RRSP
account, provided that the Member has the required RRSP room as identified on the individual
Member’s Notice of Assessment and that they have completed a declaration confirming such.
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5. MLA Health Benefits Plan — Members’ Choice

e Members are provided with a health benefit plan that is intended to parallel benefits offered to
management employees of the public service of Alberta plan, First Choice.

e Like First Choice, Members’ Choice is a combined benefit plan offering Members the flexibility to
review and change coverage levels every two years.

e Coverage options are provided for in the following health plans:

o Prescription coverage and extended medical coverage, including emergency out-of-Canada travel
coverage,

o Dental coverage, and

o Life insurance coverage.

Premiums for the plans are paid by both the LAO and the Member (see Members’ Guide if
necessary/rate chart).

MLA Long-term Disability Insurance (LTDI) Coverage
o The LTDI provides partial income for a Member who becomes mentally or physically disabled

during their term and, as a result, must resign their seat.

o Disability benefit is 70 percent of the total eligible recurring annual salary. There is no minimum
service requirement for this benefit. The LTDI benefit continues until such time as the individual is
deemed fit to return to gainful employment or reaches age 65.

o However, this plan differs from normal employee plans as there is no option to “return to work™ (as
a Member) as the Member has to resign to obtain the benefit.
Health Spending Account

o Effective April 1, 2012, Members will be entitled to a health spending account of $950 per year.
This benefit is parallel to a plan being implemented April 1, 2012, for public service management
employees.

o A criterion for eligible expenditures is presently being developed and will be consistent with the
public service program. However, the approval of eligible claims will follow the existing Canada
Revenue Agency (CRA) guidelines for eligible medical expenses.

Extended Benefits Option for Former Members

o Provides Members with the option of continuing benefit coverage on the MLA plan when they

resign, choose not to run for re-election, or are defeated.

o The coverage provided for prescription/extended medical, dental, and life insurance coverage based
on the level of Member’s coverage at time of retirement.

o Premiums continue to be paid by both the LAO and the former Member for the first five years, and
thereafter they are paid entirely by the former Member if they choose to stay on the plan.

o Participation on the plan terminates at age 75 (70 for life insurance) or sooner if directed by the
former Member. Members can drop the coverage in whole or in part; however, once they have

dropped coverage, they cannot recommence at a later date.

6. MLA Pension Plan
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e Historical Summary

o The MLA pension plan was established in 1969. Service formulas and contribution rates changed
periodically throughout the years.

o The MLA pension plan was suspended in June 1993.

e All members who were not vested at that time (five years of pension service) received a refund
of their contributions.

e Asaresult, all Members elected in 1989 or thereafter do not/did not have a pension benefit
pursuant to the MLA pension plan.

e The MLA pension plan as at 1993 was based on 4 per cent of the highest average pensionable
allowances for three consecutive years times the number of years of pensionable service in an
office.

e However, a retroactive revision to the plan reduced the Member pension benefits to 3 per cent
on service accrued after March 19, 1989.

e LAO and Member contributions at its time of suspension were based on a rate of 10 per cent
plus an additional 1 per cent that was set aside toward meeting the plan’s unfunded liability.

Transition Allowance

e Historical Summary
o This allowance was initially approved in July 1988 — Re-establishment allowance
e Formula based on:

1. Amount of one month’s indemnity and tax-free allowance at the highest level attained
multiplied by X.

2. The years or part years of service as a Member

3. (whether continuously or in separate periods),

4. With a minimum of six and a maximum of 12 years of service.
o Renamed to a transition allowance in October 1998 and formula amended.

e Formula calculated by multiplying the highest rate of Member’s monthly indemnity and tax-
free expense allowance by

1. One month for every year of service prior to March 20, 1989, and
2. 2 months for every year of service from March 20, 1989, up to a maximum of 12 years of
service.

In calculating the years of service, the most recent years of service shall be first counted. (No
person shall be credited for any years of service as a Member for which that person had
previously received a payment.)
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o Subsequent formula change in August 2001
e Present formula — two parts
1. For service prior to March 20, 1989, the amount to be paid:

o Multiply the highest rate of Member’s monthly indemnity and tax-free expense
allowance (only) by one month for every year of service prior to March 20, 1989.

2. For service commencing on or after March 20, 1989, the calculation is based on total
Member remuneration (*MLA indemnity, tax-free allowance, RRSP allowance,
remuneration for office other than special Members’ allowance and remuneration for
Legislature and government committees)

Uses a formula: A x B x 3, where

o A means the average month salary based on the three calendar years in which the
person received their highest salary,

o B means the number of years the person served as a Member during the period
commencing March 20, 1989,

3. No person shall be credited for any years of service as a Member for which that person
had previously received a payment.

The transition allowance order also provides (death benefit):

o When a person who is a Member dies, there shall be paid an amount equivalent to the amount of the
transition allowance that the deceased person would have been entitled to at the date of death.

o This death benefit payment would be administered in the form of a life insurance policy that has
been established strictly for the purpose of dealing with this order.

o Pursuant to guidelines in the Income Tax Act governing life insurance policies, a lump-sum death
benefit paid to an individual(s) named as a designated beneficiary is tax free. A lump-sum payment
to an estate as the designated beneficiary would be subject to payment of debts, probate fees, and
tax.

Options for Members at Time of Retirement
o Retiring Allowance (pursuant to CRA rules)

e Under the present guidelines set out by the Canada Revenue Agency (CRA), a transition
allowance is considered a “retiring allowance.” The term “retiring allowance” (also called
severance pay) is an amount paid to officers or employees when or after they retire from an
office or employment in recognition of long service or for the loss of office or employment.

o Deferral Option

e Presently a person who is eligible to receive a retiring allowance may elect to defer the payment
of the amount of that allowance over a period of years. However, the decision respecting the

8
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specific deferred amounts to be paid is required immediately at the time of retirement or loss of
office.

o Option to Request a Reduced Tax Rate at Time of Payment

e Retiring allowances are treated as lump-sum payments. Income tax must be deducted from a
retiring allowance unless it is paid directly into an RRSP.

e There is a slightly reduced tax rate for lump-sum payments at source:

1. $5,000 or less — 10 per cent
2. $5,000 to $10,000 — 20 per cent
3. Over $15,000 — 30 per cent

However, dependent upon all other sources of incomes throughout a tax year, a Member may
still be required to pay additional tax when filing their yearly income tax.

o RRSP Transfer Provisions

e Again pursuant to CRA guidelines for retiring allowances, Members who have years of service
before 1996 are eligible to directly transfer a part of a retiring allowance to a RRSP in their
name, thus sheltering it from taxation at source.

Formula is based on
o $2,000 for each year or part year of service prior to 1996.

o This eligible amount for transfer to an RRSP is over and above a Member’s “normal
room.”

e In addition to this provision, any Member may, on the payout of their transition allowance,
direct a designated amount of their payment to an RRSP. The amount that is transferred directly
by the LAO to the financial institution cannot be more than the Member’s available RRSP
deduction limit for the year, and the Member signs a declaration confirming such.

o Of final note, any deferred money does not accrue interest with the LAO, and the present accrued
transition allowance liability is fully funded.

This concludes the overview of MLA pay and benefits. Thank you for the opportunity to present.
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MLA Eemuneration - Legislative Assembly of Albatta Page 2ol 4
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Aberton

Report of Selected Payments to the
Members and Former Members of the
Legislative Assembly and
Persons Directly Associated with
Members of the Legislative Assembly

Year Ended March 31, 2011

Government of Alberta 11
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Report of Selected Payments to Members and
Former Members of the Leglslative Asseambly
and Persons Directly Aszoclated with
Members of the Legislative Assembly

For the Year Ended March 21, 2011
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INTRODUCTIDON

This repart has bean prepared, as required, pursyant to section 37{4) of the Legistorive Assembly Act
and section 1511 of the Conflicts of lateress Aci. In addibon w paymeats required ta be reported
by legislabion, the report inchudes other payments to Members of the Legisiative Assembly such
as remuynaration, bensfits, allowances, travel expanses, and payments to former Members of the
Legistative Assembly under the Members of the Legislabve Assembly Pention Plan and the Pylilic
Seryvice Pension Flan.

Sectien 374] of the Legiatatve Astembly Act regquices the reparting af;

lah tihe mames af poards, commlsslons, commirteas or ather bodles referred 1o In secons 3741
and 3M3) of the Legisiotive Assembly Act, and the names of Bembers of the Assembly who
sarved on those boards, commissions, committoes or other bodies,

{b} the amowns paid by the Crown durmg the year 35 fees and 35 travelling and lwng sapenses
unger sechon 37 of the Legistonve Assemth!y Act in respect of éach Member of the &scambly;
and the perscns ko whoum and the time at which those amounts were paid, and

(el o descripbion of the services and things provided to of for the use of each Member of the
Aszernbly.

Jection 16[1} of the Corflices af interest Act reguires the reparting of;

{a] the names of Mambers of the Legslative Assembly and the names of their Direct Associates,
and the pericd of direcl sasocistion as indicated by Che retumms furnished by the 8dembers of
the Legislative assembly, The pericd of direct gssociation is the pear ended March 31, 2011
except 35 othe nwse noted, and

fe] the amounts paid by the Crown during the year ta Members of the Legislative Assembly and
their Direck Associates, exce ptthoeo payments which are ecbuded b virtee of section 16[4} of
the ConfTicts of takeresr At Payments made jointly to the Bember and his or her s pause are
reparted as payments to the Member

Inloremarion an other payments to Members of the Legislative Assermbly such as the MLA ingem nity,
statutery salary, benefits, allowances such as subsistence, RRSF, transition and expenses allowance,
leas for serving am standing committeas of the Legistative Assembly. and trave! eapenses while
Lravedlemg on WLA & government budiness bie providiod wager Szomien 12e) of Lhe Goveramant
Accountobiling Act.

All payrmienls were made 10 the pamed Member of e Legislative Assembiy in 2010-11 except
where gtherwize stated.

F o
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ML A Remuneration - Legislative Assembly of Alberta EXHIBIT 3
Mz, Cheryl Scarkelt

laraary 23, 2012
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EXHIBIT 4
wis, Cleeryl Scarlen
lanuary 23, 2012
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Chap. 1 {S160}]

Wila Compensation Review
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Jirsmarn

{2} Where an chected member af 3 provinsial
tegislalive Msomiy has, under an Ao of ibe
paowingial legishalure, besn paid 50 allawance
& lasation year fof capenses incident 1o the
discharge ©of Lhe member's dictees e that
capatily, the Bllowance shall nat be included in
carmpuling 1he member's ireame For the ypear
wrkess i1 erozedy 171 of the masimom isgd
amounl provided By law as payable ta the
member h:r- way of sal ry, indcmnily and olher
remuneralian as 3 momiber a0 respeet of atsed-
anee ol 3 session of the begeslature, in wiich
peent there shall be ingluded o carnpuning the
imcnloer’s inseme Tor the year only Lhe amount
by which the allowanes eaceeds 171 of hal
ma i T sd 3 mawnk

[3) Where & parsocn wha is

[r] an cecied officer of an ancarporated

rwncsipality,

{&} an officer of 2 municipal ufilives board,

commisiioe oF cerporalion or any orher simi-

lar bady, the incumbent of whose office as

such ar officer i eloeved by popular wide, o

ird a member of 3 public o7 separalc schaol

toard of similar body goegining a schaal

disLrict.
has been paid by Che municipal corperanan &t
the bedy af which 1he perton was soch an
affecer ar member [m 1his subseclion relerrcd
LD &5 Lng parsun’a “oogloyer”l an amounl a3 an
allowanee in s laxacian year for eapeases ingi-
dent 1o the decharge of the peesan’s dulies as
such am officer or memer, 1he allawenss shall
ndl be meluded in compoting Lbe persan’s
ingamg for Lbe year unles: i exceeds 107 of the
amaunt that wad paed [0 Whe porson in 1EE pear
by ihe peroen’s emploper as sakaty of oher
semuneration as such an wlflioon ar enember, in
which ewens Lhers shall bt included in campus-
ing Lhe persans income for Lthe year oaly the
amaant by which Lhe allowanct exeeeds /2 of
the amownt so paid &0 the persan oy way of
sdlary or remungraled.
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facemre Tax

ph an paicerent d'aide aux dledes [au Schs
du peragraphe |46.101%} recu pac un bénéfi-
cimre ga verfu d'un regime dEpargne-Elades
[au sent o garagraphe 1960413 gui n'est
pat emregistré au danl Venrcgisirement a £18
révequé en applicabion de laricle 14673

g1 Wmg spmung versée 4 un particulier 3 vre
d'imdemnicE en werly durg dipOsilian, preci-
ske par teglemenl, de M3 HEgislabon provine
talzs,

{2} Lorsgu'un dépng Elo i wne asemblis
[Egislalive provinciale & regu, e veThn J unt I
provincidle, ure allacalion. fu cours d'wne
annte d'imposiien, pour bos frais oocasiennis
par I'exereacc e ies Tongwens comme depuls,
Tallpealion a'eil pas incluse dans o coleal de
wm eeveau pour 'ires; Loweelois, sioelke
dépasss b3 moikié do montanl maximal fise ue
Ia | privoq de bui verser sous [prme de erdile-
mignl, iNEEMAILE a9 auire FERUREFdLIBN COMmme
dépulé pawr fa prisence 3 wng session de '
semblér Bxiabative, scul est inclys dany 1o caloud
de s revean pour Innmée, Feacedent de celle
allacatian sur ba moulié de oo monanl maximal
Mk

3] Lorsque 'unc des peesannes syivanted :
o} un conseiller Elu d'wne adminiseration
municipale do1ge e la persannalilé mosate:
¥ wn consaillee A'une CHmMission au sasiEL
municipale de services publice ow de rou
aulre rganisme admenidiranf sirmaldire qui
est Elu par |5 populatian,
c) un meribre f'une commission soolare
publique au separge ou d¢ Loul JTEaRSMC
sumilare admmsLrant wn districl seobaire,
a repu de la monicipalile gu g5 |'ergamgms
dint ol #1 conszifler oo meribre  (appeld
= crployenr » au présent paragraphe] une allo-
caiian, ou cewrs d'unc année J%impasilion., prur
tes déporsts decastonnées par [eaerceec de Scs
[nnctions comme conseallsr au membre, Talle-
calion r'est pas inclyse dans le caloul de son
reveny pour I"annie; caunelois. st eils dé e fa
miiiE du manlant gua T @ e wirsE A Lours
de Tannge par sen employess & ciore de sraile:
ment ou aulre fEmunilaLias emme sonscilicr
oy mornbire, sewl estojnclus, dang Icocaleu] de
son reveny powr Pannée, Pexcédent de cello
allacatinn wr la retinid du maniaal amsi werde
3 Wtre de araiterens ou de rémunération.
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EXHIBIE S

As, Chore] Searlen

January 27, 2082

B LA Compensation Revicw

MEMBER INDEMNITY AND EXPENSE ALLOWANCE COMPARISONS
{ BASED OM INFORMATION AVAILABLE AS OF NOVEMEER 1, 2011)

IRDEMHLTY Tax FREE BXFEMSE Errtcrive DATE
JURISDICTION PR LS ToraL ([IF LAST CHANGE)
Housy ar Commons $157,731.00 o 5 IE":T;?.-LDH | 1 APRILZ2011*
SENAYE $132,300.00 $132.300.00 LAFRL 2011
RTARLD 11655000 £115,550.00 1 AppL2OLI"
MWT Fohi, 61500 50,362,000 £103.577.0000
T oMM 1780 $12924000 |  $110,539.0000  LAPRLZDILT
BRrTIsH COLUIMELA £101, 85900 10185900 | LAPRILZ0L1T
QUEBEC RS, ARH.O0 %15 S3A.00 S100,571.00 1 APRIL 2011
HEWFOUN DLAND AMG LABRATHIR $£95,357.00 $95,357.00 LAPRIL 2011
MusavuT 29039600 9039600 1 APRIL 2011
SREKATCHEWAN §89, 30040 $89,300.00 1 APRLL 2011
) M SCOTIA $Hi,0149.01 $86,619.01 1AM 2011
Madrtob x| 5:;401'.1 £85,564.00 LarRIL 20117
MEW BRUNSWICK §85.040.00 SBS.iIJEHJﬁi; ﬁPR]LEﬂll"_
WURON 65 531 00 $13.371.00 LE2B0E00 LArriL 2011
ALBERTA F52.092.00 $26,045.00 £78.128.00 LAPRIL2D11"
FRIKCE EDWARD [SLAND 56534400 f65 34400 1APRILZ0IL™

* 4alaries fruzen, no change from previous

SUFVEY
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OuC43000m

O.C, 43072011
Cctober 21, 2011

I'he Lyewtenant Crovermor n Council

I mizkes the MLA Bemureration Order in the anached Appendix;

|

For Information anly

Recommended by: Meesident of the Execurive Couneil
AutRedity: Lezislative Ascembly At
fsaetien 370

ALBERTA | MAY 2012 REPORT

EXIIBIT &

Ms. Cheryl Searloy

Tanuam, 23, 2002

MLA Compensition Revigw

reseinds Orders in Coungil oumbered Q00 2402008 and 0.0, 60652(HKL.

http v gp alberta ca'documentsordersorders in council200 1G0T 4350 bl 1025724011
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NS I X Y4 i ] 31 Page 2 of 3

APFPENDIX

KLA REMUNERATION OHOEH

1 _ Inthis Order, “committee” means a committee, board, commizsion, councl or other body
establizhad

{a} iy an Aot of the Lepislatuee,

{b} by the Ligutenant Governet in Council,
{e) by a Minicler of the Crowm, or

(d} by & reguletion

but docs not include 2 commitiee of the Leyisialive Assernbly.

2{13 A Membeoraf the Legislative Assembly who s a Chair ol 2 Cabinet Folivy Commitles yr
a Chair of 2 Secreraviat shall be paid a fee of 32500 per month but is nod eligible o receive any
other fees For serving on any Lther commities.

(31 A higmber of the Legislatve Assembly whe is a Parliamentary Assistant, a member of
the Treasury Board, a member of the Operations Committee or a member of the Agenda and
Prioritics Commitiee shall he paid a fee of $1250 per month per appointment and a foe of B 1{HH}
per month for seoving as a member of a Cabinet Palicy Conunittes, bal is sot eligible to receive
any olfer fees for serving on any other commities,

{37 A Member of the Legishative Assembly whao is 2 member of the Albena

Innovates — Governmen Liaison Commibes establisiied under seclion ¥ of the Government
Crganiration Aot shall be paid a fee of 81500 per month and a fee of 1000 per month for
gerving as 2 membper of a Cabinel Policy Commitiee, but is not ehigible o regeive any olher fees
for servimg on any ather commites.

(4} A Member of the Legislative Assembty wha i3 a member of 2 Cahinet Folicy
Commiites, but wha is nota Chair of a Cabinet Policy Commaliés, 3 Pachiamentary Assiswn, o
member ¢f the Treasury Board, a member of the Agenda and Priotities Committer, a Chair ol a
Secretarial. a member of the Cperations Coomitiee, ar a mamber of the Albena

innovates = Oovernment Liaison Committes,

{a) shall be paid a fee of $10M per month, and

(b} shall be paid & fee in scoordance with section 1 ar 2 ¢f Schedute 1, Fart A, of the
Commitee Remuncration Crder (o 2 total amownt ol exceeding 3300 per manth
Fow Rerving om any other comm itles o7 commitices.

31} Section 2 docs not apply (0 2 Member of the Lepislative Assembly who s a member of
the Exseutive Council.

{2} A Member of the Legislative Aszembly who is 2 member of the Executive Council, ather
than the President of the Exeootive Couneil, shall be paid a total fee of 32967 per month for
serving as @ member of one or more af the following:

() Cabinet Pelicy Cammines,

(b} Agendy and Frivoiies Coonritlas,
(c} Treasury Beard,

fd1  Operations Commities;

hop:fweaw. qpalbetta co'documentsiordersiorders_in_ counel2M1/1001/2011 450html 1042572911
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L, 4305201 Pape 3 of 3

e} any ather conminaes,

{3} The President of the Executive Council, shall be paid a total fze of $3483 pet month for
serving as a member of one of more of the following:

{a Cabinet Pobicy Cormmittes;

() Apgenda and Pricritias Committes,
{ch Treasury Board;

{dy  Operetions Comminge;

() any othet commitiae.

httpetweary qp alberta carddocumentsfordersiorders in council/ 2011101172011 450heml 1052552011

Appendices | 87



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

O 52652011 Pape 1 of |

D0 526520110
Drecember 15, 2011

The Liswmenert Govarnar i Council amerds the MLA Bemuneration Grdee, Order in Counesl
ruobered 0.0 45302011,

1 in zectian 2{17 by striking out "or a Chair of 4 Secmtarial”;
2 by adding the following wfter seetion 2{4):

(3] A Member of tke Legislative Assembly who is a Chair of a Secrotacial shall be paid = fee
of 2500 per month and a fee of § 1000 per month for serving a5 4 member of a Cabinet Palicy
Conrmetiee, but iz not eligihle 1o receive any other fees far serving on any other committes,

Far Informaticen on'y
Resommendaed by President of the Executive Coungil

Authority: Legislativza dsseribly Ao
{secliom 37)

hHm-snme an alherts cafdap rsntefardaveinvdare i coomedWIOTTA 7117011 578 hrml 1907
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Parl-Time Comenirtee Renuneration Creder in Council

Alberta Government - Corporate Human Resources

ORDER IN COUNCIL
46612007

Province of Alberta
Cider im Tonagil

The Lisutenant Govertor n Counscil

Approved and ordered:

ALBERTA | MAY 2012 REPORT

Page 1 of |

1. cffecdve for the peiod Cretober 15, 24007 o March 31, 2008 makes the

Committes Remumeration Order 2e0 curin Appeodis 1 (Schedules

ORIGINAL SIGHEDR BY 2. effectdve for the petiod Apnil 1, 2008 éo March 31, 2009 roakes the

Commirtee Remuneranon Clrder set oat in Appemlbis 3 Gehedules
and rescind: Appendis 1;

™arman l':wnns

Licscmrnl Goremmod

L oamd 2

land 2

3. elfecove Aprl 1, 2000, makes the Commictee Remuneration Order s om

1 Al 3 {Schedules 1 and X) and rescinds Appendis 25

OEIGEMAL SICKED BY

4, eHecuve Derobar 15, 2007, resonds Cleder in Coudel mambersd O

[in 13 2006

AI Pat liletmanon ooly

Booo i eided bys tuseer of senncoe Alberta

CuTLRET Public Sereiwe Aot
(section 21

hitn 2 wae chealhedacaiPrinter ¢ fmPhle=aoreementsravolans‘order-in-councilfordet-in-. .

142372012

Appendices

89



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

Sehadule | - Pant A and B Page 1 of 2

Alberta Government - Corporate Human Resources

Schedule 1
Effective April 1, 2009

Pare
T B

Part A

1. A moember of 3 commitree, nther than the charman, thall be paid
] 3164 for wp to and including feur hours noany day, G
i 3290 for cver four bowts and up to and including eipht hours w any day, or
i) 427 for over eight Bowts in any day,

spent om the busitess of the commuinge,

2, The chaiemnan or person acting 3s the chaimman of 2 commurtes shall B paid
Gy S99 for up to and including four bours inoany day, o1
) 5393 for aver (our howes and up to and including eight houre in any day, o
{r) 60T For over sigh hows inany day,

spent on the business of the comrmirree.

4 "The charman and members of 2 committes are eniled w ke paid ravelng and lving expeozes
gccordance with the Subsistence aod Travel Allowance Regulaticn made by Ministerial Oeder 1/,

as amended, oz any order made in sobsatunon theeefor, a5 though dhey weee emp!n:,.':cs of the
gaveruneat.

4. Where the binister responsible B the commictes is sagsfed that che chairmat oo @ sl ul e
comeritey suffets 2 loss of remuneraton as a result of his seoviee o the cotundtnes, the Minicer,
subject (o the prior approval of the Minister charged with the adminisratgon of the Public seomce
Act, may inerease the fees pavalle under thas Parrup m 2 maxieeam of dooable the appropnate rate
derermined vnder Sechon 1 or 2.

PartB

1. & member of & colmuttee, other than the chairman, =hall be paed
fa) 5113 for wp o ancl welading fous howrs in any day, o
by 3191 for over Four howes aid wp 1o and inclading sight houes in any day, or
(e} §300 for over eight hovts oany day,

httpfanwsar chralberta caPrinter ofm Mile=asreements pavplans/ooder-in-councilisched-1-.. 1232012
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Schedule 1 - Part & and B Pape 2 of 2

spant on the bosiness of e conumittes.

2, The chainnan ot pemon scang as the chaiman of 2 committes shall be paid
@) 3107 Eat up roe and wndduding four howrs in any day, o
My 520 foc over foar howrs and up re and including eight hours i any day, or
iy $A54 for over eighe hours in any day,

spent oo the business of the combnitee.

3. 'l'he chairman and members of 2 commities are cntitled to be paid travelling and living eapenses w
accurdance with the Subsisience and Travel Allowance Repulaton made by Musstenal Urdee 10,
as amended, oz any order made i suhsntunon therefor, as though they were emplovess of the
g\l'l'-'ﬂ Frent.

4. Where the Minister respoasible for the committes s satisfied thag the <hamman or 2 member of the
commiree suffers a loss of remuneration as 2 resull of bs service un the comeinee, the binister,
subject to the priog approval of the Miniser charged with che administration of the Pullic Service
Art, may wcrease the Mees parable wndet this Parup to 2 maximum of double the approgeiane rate
dercenuned wnder Secrinn 1 ar 2

httoifwranw_che. alberta_caPrinter cfm file=aprcements/oavplans/order-in-councilisched-1-... 1232012
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D Member cash compensation
comparisons for provincial, territorial
and federal legislators in Canada
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E Membertotal compensation
comparisons for provincial, territorial
and federal legislators in Canada
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F Dr Allan Tupper’s written submission
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[or, &llan Tupper
Februare 3, 2012
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ML Compensation Beview

Legistatures in Demaocracies: Rofes, Influance and Importance
Allap Tupper
Profes=or and Head
Department of Political Science
Unlversity of Britlsh Calumbia

A Submission to the Alberta MLA Compensation Review
Catgary, Alberta
February 2, 2012

Ihis subrssien addresses lhe roles and impodance of democralic
legislatures wilh special alterlion to the Canadian provinces generally and
Albeda specifically. It begins with a brief discussion of the transilion from “direc
democracy” whare citizens govemnad themsalves in small communilies to the
modem syslern of "rapreseniative democracy” whare ctizans elect others to
goverm <n their behalk,

[he discession hen moves to the roles of democralie assembles. Legislatures
do such impardant things as public education through debate, the approval of
legislalion and the representation of community and local interasts. Equally,
legislalures check 1he pelitical executive, hold govarnments 10 accounl and, in
vanous ways, weaken majontarian pressures, These are mprassive aclivilies
withouwt which a functicning democracy is almost unimaginable.

The discuggion then moves W the rale of Canadian provincial govemments with
particular relerencs b modem Albarta. The point is simple — a democratic
legislalure is an important instilution in principle and, given the imporant
activities undertakan by the Gowvernmenl ol Alberta, Albera’s Legisiative
Aszermbly is particularly important tor the well being of Albertans.

[ he paper concludes with a discussion of several ssues condronbing modam
legislalures. I arguss that legistaiores will probably become more influential for
twor reasons. First, many Canadians are now uneasy with gxecutive dominaied
govemment aspecially whan combingd with a padiamentary majarity. Slrongar

Appendices |

97



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

two reasons. First, many Canadians are now uneasy with executive dominated
government especially when combined with a parliamentary majority. Stronger
legislatures are the best antidote to executive dominance. Second, Canadian
democracy requires revitalization. Citizens, as discussed below, are often cynical,
indifferent and even hostile to democratic politics. Legislatures, especially

reformed ones, will play a major role in democratic renewal.

Several themes dominate the analysis. First, the democratic world in 2012 yields
an irony. Citizens struggle, and often die, for the cause of democracy in
autocratic countries like Syria, Libya, Egypt to cite a few examples. At the same
time, citizens of the established democracies like Canada, United States, Great
Britain and Australia frequently show disdain for, or indifference to, democratic
politics, politicians and civil servants. (Howe, 2010) Citizens of affluent
democracies, in other words, now take democratic government for granted.
Worse still they see it as an unaffordable luxury or an impediment to their
version of a good society. Such attitudes are worrisome. Very few countries enjoy
the freedom, economic well-being and personal autonomy that flow from living
in a genuine democracy. Democratic government far from being a luxury is at

the heart of the western world’s success and influence.

A second theme relates to the first. Democracy with its compromises and debates
is a messy, often unpredictable and sometimes slow system of government.
Moreover, by their very nature, the value of democracy and democratic
institutions are hard to measure. On the cost side, government salaries and
expenditures can easily be totaled and condemned as excessive. On the other
hand, the benefits of genuine political equality that flows from a broad electoral
franchise, from freedom of speech and association and from the ability to
communicate freely with members of government are impressive but hard to

measure. In short, financial costs are easy to measure. Substantial, but hard to
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measure, benefits are easily discounted. Narrow concepts of efficiency do not

help much.

Finally, this essay does not comment in detail on the controversial subject of
remuneration for Alberta MLAs. It argues clearly, however, that legislatures are
very important to the quality of politics and society. Members require
remuneration that reflects their many contributions, that allows them to serve
without financial penalty and that recognizes the impact of public service on

their personal lives.

From Direct Democracy to Representative Democracy
Observers of democracy remain influenced by visions of ancient Athenian
democracy where citizens actively governed themselves. For members of small,

relatively cohesive communities, “direct democracy” was feasible.

Modern democracy has required major modifications. Direct democracy has
proven impossible in geographically large countries with substantial populations
of diverse peoples. In such jurisdictions, modern Canada and Alberta being good
examples, citizens now elect others to govern on their behalf. They “delegate”
the task of government to others. Equally, the activities of modern governments
are often technically complex. Governments need expertise to manage complex
resource-based economies, to make effective foreign and national defense
policies and to preside over social security systems that provide health care,
employment assistance and pensions. Such complexity requires more delegation

because politicians require expert civil servants to assist them in governing.

Another major change is the rise and impact of disciplined, mass political parties.
Parties are now central to the operation of legislatures. Members of legislatures,

with rare exceptions, are members of disciplined political parties. A major

Appendices |
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tradeoff occurs. Members lose some personal autonomy. On the other hand,
political parties provide coherence and organization to complex political debates

and events.

The shift from direct to representative government raises hard questions that are
at the heart of the contemporary democratic experience. First, when citizens
“delegate” democratic governance to others through elections, how do they then
control their delegates? How do citizens ensure that their elected officials
represent their views? In other words, how is responsive government
maintained? Equally, how much independent judgement should members
exercise? Should they have “carte blanche” to judge matters as they see fit?
Second, how do elected representatives control civil servants they nominally
preside over? Third, how are majority and minority rights reconciled? Fourth,

how often should elections be undertaken? How broad should the franchise be?

Such questions are inherent to representative government. Citizens and
governments often have different answers to them. As a result, representative
democracy is a dynamic system that is always subtly changing and adapting.
Occasionally, the changes are profound and result in constitutional change but

such is the exception not the rule.

The Roles of Democratic Legislatures

The renowned democratic theorist, Robert A. Dahl, sees representative
institutions where members are elected through free, frequent and fair elections
as essential features of a genuine democracy. (Dahl: 1998, 83-99) Without them
and freedom of speech and association, democracy is either a sham or not
democracy at all. In other words, elected legislatures are at the heart of modern

democracy.
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Two points require emphasis. First, legislatures have common characteristics and
roles. Equally, they are also diverse. Some legislatures, the British House of
Commons and the American Congress for example, are now among the senior
citizens of legislatures. They have been in existence for several centuries. In
contrast, the present legislature of South Africa, for example, is new. In the
Middle East, legislatures in countries like Afghanistan are even newer. The
struggle for democracy in the “Arab Spring” will generate more legislatures as

Arab countries establish effective democratic institutions.

Legislatures differ in many other ways. For example, the constitutions of the
United Kingdom and Canada have parliamentary government while the United
States is governed by a “separation of powers” system. Their legislatures differ
accordingly. Legislatures in different countries are elected in different ways,
follow different procedures and have different powers. Even in broadly similar
systems, take Canada and Australia, substantial differences are noted. In
Australia, most state governments have “bicameral” legislatures (an upper and
lower house). Moreover, the upper houses are elected normally by variations of
proportional representation electoral systems. Australian state legislatures are
contrasts to Alberta’s that has a single house elected by a “first past the post”

system.

The second major point is that my analysis does not judge how well the Alberta
legislature, or any other legislature, is performing. As almost all authors on this
subject note, democracy rests on various ideal formations. How different
countries fare and how a legislature performs in a particular country are
questions of fact that require research and reflection. For example, Alberta’s
legislature, elected by a ‘first past the post” electoral system, routinely gives the
Progressive Conservatives a substantial seat bonus. That is, the first party

receives a much greater share of legislative seats than warranted by its popular
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vote. This mechanical impact may allow the Alberta legislature to perform better
in some areas than other legislatures and less well in others. That said,
legislatures should be constantly assessing their effectiveness, their resources

(both material and political) and their performance.

Modern legislatures perform common roles. The major roles are:
e The representation of citizens’ interests, views and policy preferences. In
short, representation.
e The passage and careful consideration of legislation. In short, the
legislative function.
e The control and accountability of governments. In short, the control
function.
e The education of public opinion. In short, the educative function.
e The resolution, by individual members, of constituents” problems. In
short, constituency service.
Each of these activities is important to society. Seen together, they comprise a

formidable list.

Representation: Legislatures represent the views, ideas and preferences of
citizens and groups of citizens to government and do so in an open public forum.
In many ways, legislatures are organized around representation. They invariably
have more members than the other two main branches of governments, the
courts and the cabinet. And in Canada members are organized into

constituencies that give each member a certain number of citizens to represent.

The representational role of legislatures is so important and so omnipresent that
its importance is easily overlooked. In his elegant recent analysis of the Canadian
House of Commons, David E. Smith persuasively argues that the House is

Canada’s preeminent national institution. (Smith: 2007) Interestingly, his book is
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titled “The People’s House of Commons”. His main argument is that the House
is the sole Canadian institution that represents all citizens and residents and has
the capacity to speak to their concerns. Moreover, it rests on a broad franchise,
represents all provinces and territories and both official languages. Likewise the
provincial legislatures are the preeminent provincial institution because they
represent all provincial residents and speak to their needs, their views and their

ideals.

In Canada, members of legislatures play a particularly important role as
intermediaries between political parties, governments and citizens. Members
balance their party’s obligation speak to broad provincial issues with the need to
reflect local needs. R.K. Carty has argued that Canadian political parties, like
many contemporary businesses, operate like franchises. (Carty: 2002) The
national, or provincial party, establishes the party’s overall platform, ideology
and organization. The local organization, anchored by the member, constantly
communicates local needs to the provincial or national party and adjusts the
party’s general message to local needs. A delicate, always shifting balance is thus

struck between local and provincial.

Legislation and Deliberation: Modern legislatures debate and amend
legislation. As John M. Carey puts it: “The most fundamental policy decisions -
budgets, treaties and trade agreements, economic, environmental and social
regulation, elaboration of individual and collective rights - all must be approved
by legislatures.” (Carey: 2006, 431) Admittedly, governments now dominate the
timing and content of the legislative agenda. But elected assemblies remain
deeply involved. They refine and improve legislation, hear and reflect citizens’
views about the quality of legislation and communicate the content of legislation

to constituents. In some legislatures, members, especially long serving ones,
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become experts in particular policy areas. They are often very important in

policy-making.

Some legislatures have strong committees where small groups of members
examine bills in great detail, receive citizen and group representation and often
make important changes. The Canadian House of Commons and the Senate have
robust committee systems that serve the public interest well. Such committees
often stress policy areas that are being ignored and thereby put important issues

on the public agenda.

In Alberta, legislative committees are underdeveloped. In the 1990s, the Klein
government established standing policy committees (SPCs) that comprised only
government MLAs. The SPCs were thus government committees not legislative
committees. Their very existence undercut the normal parliamentary practice of
having legislative committees with members from all parties. Alberta’s
legislature, which has only 83 members currently, should have a small number of
committees. Such committees should be structured, however, to ensure that they
have the capacity to review the expenditures, policy-making and regulations of

the Government of Alberta.

An essential characteristic of legislative debate is its public character.
Legislatures, with very few exceptions, operate in full public view. Their debates
are recorded and made parts of the public record. Members of the public can
listen to debates in the legislative chamber. In some provinces, debates are

televised and now “streamed” on Internet for immediate access.

The public character of legislative debate is significant. Public debate disciplines

participants. It causes them to avoid extremes, to abandon or moderate self -
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interested positions and to consider opposing views. Legislatures are the most

open and public of institutions. Their public character serves the public interest.

Controlling Governments: Legislatures discipline governments, bring
maladministration to public attention and advocate minority rights. As J.A.
Corry and J.E. Hodgetts put it many years ago: “In democratic theory, the
legislature represents the people, or the community, and is supposed to exercise
surveillance over the executive to see that, in its actual administration,

government is for the people not against them.” (Corry and Hodgetts: 1959, 178).

The legislature’s role in controlling governments has several dimensions.
Opposition parties, especially the “official” opposition, the party with the second
largest number of seats, discipline governments in several ways.

They seek out and publicize government failures but cannot overplay that role.
To be effective, an opposition party must go beyond criticism and advance an
alternative to the government that suggests to electors that it is worthy of power.
A viable electoral threat from an opposition party can discipline a government

that is arrogant or out of touch.

Members of legislatures also expose maladministration where governments
abuse citizens’ rights, treat similar cases differently, favour government
supporters or administer laws poorly. In Canada and Alberta, the principle of
ministerial responsibility identifies a cabinet minister as the person with ultimate
responsibility for policy and administration in a department. The precise
meaning of the principle is much debated in modern Parliamentary government.
(Sutherland: 1991; Stone: 1995). Minimally, the principle means that ministers
must answer in the legislature about cases of maladministration. Ministers may
avoid precise answers and accountability for a while. But inflamed public

opinion, as manifest by persistent questioning in the legislature, ultimately
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disciplines evasive ministers. Legislatures expose government administrative

failures.

Educating Public Opinion - In his classic text on Canadian government, R.
Macgregor Dawson reminds us that the House of Commons undertakes “the
grand inquest of the nation.” (Dawson: 1970, 304). He means that legislatures

probe significant matters and through deliberation educate public opinion.

Such education is obviously subtle and hard to assess. But it occurs. Citizens hear
about legislative debate through media. They often learn of issues of which they
were unaware. In some circumstances, they become very interested in the subject
and take action. Interest groups learn of opposition or government positions that
they had not heard previously. Accordingly, they may amend their positions. In
an interdependent federation, the provincial governments monitor
Parliamentary debate to understand better Ottawa’s ambitions and vice versa.
The process is always a two way street. Citizens learn about government activity,

and through elected members, communicate their views to government.

Constituency Work - Members of Canadian legislatures work extensively with
their constituents in solving problems. This important role consumes a great deal
of members’ time. Members’ constituency work ranges from sorting out routine
problems and helping citizens apply for government programs to working on
cases of serious injustice. Members work with community groups who want
government funding for public works. They advise constituents how to work
with other levels of government. Members explain public policies. They interact
with local groups and speak to them in public gatherings. The list goes on. In a
broader context, members’ constituency work is an extension of their
representational role. It is a unique set of duties that requires patience,

knowledge of government and a keen grasp of local sensitivities.
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Two concluding comments are in order. First, members of Canadian legislatures
live demanding lives. Their duties are broad, varied and unrelenting. They face
limits on their private lives - their privacy is significantly restrained. They are
constantly on public display and to a degree so are their families and associates.
Members’ personal and family lives often suffer from their public duties. They
must travel a lot. Their workload is heavy. In their constituencies, they are, in
reality, ‘on call’. Moreover, in large provinces like Ontario, Alberta and British
Columbia many members travel considerable distances to the provincial capital
where most important public business is conducted. Such travel is often by
personal motor vehicle given the absence of convenient, scheduled air service to
many Canadian communities. Members often have two residences - one in their
constituency and another in the provincial capital or Ottawa. Such stresses are
undoubtedly complicated by current public opinion that is critical of politicians

and public servants.

A second point, already mentioned, requires emphasis. The benefits of such
legislative activities as representation, controlling governments, and improving
legislation through public debate are large but hard to measure. How, for
example, does one show the precise benefits of easy access to governments or
freedom of speech? On the other hand, citizens can easily compute the “costs” of
legislatures by a narrow focus on the salaries and other expenses related with

representative government. Debate stresses the costs and ignores the benefits.
The Role of Provincial Governments: By all accounts, legislatures play major

roles in modern government. What though do the legislatures of the Canadian

provinces preside over? Do provincial governments do things that matter?
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A useful starting point is the argument, dating back as long as the 1930s, that
federalism was an outdated and ineffective form of government. Federalism by
dividing power between a national and several provincial governments was said
to provide weak government. Moreover, the forces of national and international
commerce, national economic management and the welfare state allegedly

doomed federalism and made provincial governments irrelevant.

Whatever the general merit of these claims, Canada is an obvious exception. The
Canadian provincial governments are major forces that exercise policy-making
power and influence far beyond those of the American or Australian state
governments. Canada is a decentralized federation despite the intentions of the
Fathers of Confederation who thought the 1867 constitution guaranteed a

dominant federal government.

Many explanations have been advanced to explain the importance of Canadian
provincial governments. Some argue that Canada, unlike the United States, is a
series of loosely integrated regional economies. (Stevenson: 1977) For example,
broadly speaking, Ontario now has an economy dominated by automobile
production and financial services. Alberta’s prosperity rests on oil and natural
gas. BC has fisheries and mining while Saskatchewan’s depends on wheat,
potash and uranium. Provincial economic specialization combined with
provincial ownership of natural resources means that resource corporations deal
with provincial governments who control access to Crown resources. Other
observers stress weaknesses in the federal political party system that, regardless
of the party in power, often leaves out large parts of the country from the
government caucus in Ottawa. Under these circumstances, provincial
governments and legislatures are important outlets for provincial complaints.
Provincial governments gain elevated status in citizens’ eyes. Finally, several

authors see provincial governments themselves as the primary building blocks of
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provincial power and autonomy. (Cairns, 1977) Once established and armed
with significant powers, provincial governments and their attendant
bureaucratic machines become expansionist and powerful advocates of
provincial authority. In other words, provincial governments build and nourish

provincial societies.

Regardless of the reasons, Canadian provincial governments perform many
significant activities. On the revenue side, they levy income taxes, corporate taxes
and sales taxes as well as royalties on Crown resources. Provincial governments
have access to gaming revenues that Ottawa lacks. On the expenditure side,
provinces are front and centre in the provision of health care, education and
social services to citizens, services that are at the heart of current Canadian
concerns. The federal government is involved in these areas but primarily
through its spending power. For example, Canada has ten provincial higher
education systems that are supported by a federal government that provides
research funding and some student financial assistance. The provinces are

indisputably the locus of constitutional authority in this important area.

The provinces control labour relations within provincial borders. They have
expanded their ambitions to undertake what some observers see as “foreign
policy”, matters that are normally thought to be the domain of national
governments. Alberta, for example, has offices in many foreign countries
including the United States, Japan, Germany and Mexico. Provinces share the
increasingly important area of environmental policy and regulation with the
federal government. They interact with Aboriginal peoples in many ways even
though the constitution implies that First Nations are primarily a federal

responsibility. The list could easily be extended.
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The purpose of this analysis is straightforward. It dovetails with the points
already made about the importance of the provincial legislative assemblies. It
also expands that point by noting that provincial governments undertake
meaningful service delivery and policies. The combination is therefore potent.
Put simply, provincial legislatures undertake important activities in
governments that are central to citizens’ concerns and needs. It follows that the
wellbeing of many Canadians is heavily shaped by the decisions of provincial
politicians. Canadians should care a great deal about the quality of people that
represent them. Public policies should be undertaken that provide positive

incentives for qualified persons to pursue elected public office in the provinces.

The Future of Democratic Legislatures

Legislatures will continue to play important roles in Canadian government. For
two reasons they will likely become more important. First, stronger legislatures
are required to tame the excesses of majority governments between elections. For
many reasons, the Canadian political executive, as primarily manifest by the
prime minister and premiers, has assumed particular prominence in post war
politics. Many Canadians now think that executive dominance has gone too far
and that greater responsiveness between elections is required. Stronger

legislatures are essential to taming leader-dominated majority governments.

Legislatures may become more prominent for a second reason. As mentioned
earlier, Canadians, and citizens of other established governments, are often
cynical about government. Participation rates have dropped and politics are held
in low regard. Young people are disconnected. Canadians’ interest in politics

must therefore be rekindled. More effective legislatures are key to that end.

Reforms are already occurring. For example, Prime Minister Martin felt strongly

about Parliamentary reform. During his minority government in 2004-6, Martin

110 | Appendices



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

15

introduced measures that relaxed the confidence motion. (Aucoin and Turnbull,
2003) That is, he wanted votes on government bills in the House of Commons to
be done by different procedures. Only a minority of government bills would be
“confidence votes” that oblige members of the government party to vote with the
government. Other government bills would only require ministers to support the
government thereby allowing other government members to vote as they saw fit.
More importantly, if defeated on such a bill, the government would not fall.
Thirdly, more bills would be done as “free” votes where all members were
removed from party discipline. The logic of these important procedural changes
is to give MPs more autonomy, to allow them, if necessary, to better represent
constituents’” interests and as noted, to weaken party discipline. Such reforms
may lead to MPs who are more independent, who are also less partisan and who

are more willing to collaborate with members of other parties.

Another desirable reform envisions the much earlier involvement of legislatures
in the law making process. Under this procedure, important government bills
would routinely be referred to legislative committees after first reading.
Government bills would routinely be “white papers”. (Lovink, 1973) That is, they
would define the problem and suggest several policy options. After first reading,
a legislative committee would then examine the government’s proposed options,
seek public input and then, having consulted citizens, report to the government
that would then proceed to second reading with a revised bill. The idea is to
involve legislatures and citizens earlier in law making and to provide options for
discussion not a predetermined course of action. Such a system would give
enhanced stature to legislative committees and would provide citizens with
meaningful opportunities for participation. It would make legislatures more
important parts in the policy process and would correspondingly lessen the role

of civil servants and ministers.
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Finally, a case can easily be made for larger Canadian provincial legislatures.
(Carey, 2006) Such an argument runs counter to much current opinion that holds
politicians and politics in low regard. In 2012, many citizens seem to want fewer
politicians. Regardless, larger legislatures merit consideration. First, larger
legislatures are required if members are to better control governments and hold
them to account. In small legislatures, Alberta’s being a good example, more than
a quarter of the members are in cabinet. Other government members perform
various roles for the government. Government backbenchers and opposition
members are too few in number to examine properly multi-billion dollar health
care budgets to cite an example. In other words, citizens who dislike and distrust
governments and who want less government should really support larger
legislatures. Their insistence on small legislatures, in the Alberta and Canadian
contexts, gets them strong governments that legislate and spend in the face of
little sustained opposition. Larger legislatures also allow greater specialization
by members especially when members have long service. That effect is magnified

when legislatures operate through strong, specialized policy committees.

Conclusion: This submission has reviewed the roles of legislative assemblies in
modern democracies. It concludes that legislatures do things that really matter.
They shape legislation, represent citizens’ views, control governments, reveal

maladministration, educate public opinion and solve constituents” problems. In

short, legislatures are central to modern democratic government.

By the same token, Canadian provincial governments do important things. They
preside over booming, resource economies. They provide such essential public
services as health care and education. They build roads and other forms of

infrastructure that make our lives easier and strengthen the economy.
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It therefore follows that the quality of MLAs is a matter of consequence. It also
follows that MLAs, who work hard, whose private lives are impacted by public
service and who are well motivated in the main deserve compensation that

reflects the importance of their contribution and their unique roles.
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LA Compensalion Fevicw

Comnpensation for MLA's
Darad Decherty
Principles

1. CDemozracy is the foundalional principle of modem representation. Damocracy must
be transparent, but itis nol free, Saving money should not be a driver in eslahblishing
salany [evels.

2. Salaries must be regarded as part of a larger recruitrment and retention strategy for
legislators.

3. The Alberta Lepislative Assembly is a8 professional [ull lime represantative body and
thus requires full time profassional legislators.

4. The ofien volalle career longevity of elected afficials means that ansition packages
musl alsa be considered as pat of the compensalion packaga.

5. Pensions must be reasonable but must also recognize the oppodunily costof
SErVIng.

f. Ministars of the Crown must be compensalad in @ maoner thal reflects their
increased responsibility, while recogoizng that they will never be compensated to a
degree comparable to many of those who raport o lhe minister.

7. Salaras and alowancas must ba transparent. Changes to e allowancs slructura
may require substantizlly higher salanegs.

8. Salaries and allowances should not be used lo compensate for a lack of legislative
mllvence of the assembly.

Lhscussion

Principle 1, Cemocracy is the foundational principle of modern representation.
Demaeragy myst be transparent, but it i3 net free. Saving money should not be a driver
in establishing compansation.

The Alberts |egislative assambly is & repraseniative body, Men and women ane alecled
to reprasent clitizens of the province, There are many types of rapresantation, but in the
Canadian context we have experiented three predominant types. First, members ane
saen o represenl spesific communities of interest that are geographicaliy defined.
Simply put, MLA's are maant to represent the interesls and needs of distinet
conmonilies - such as rural areas, udan communiies or nofhemn Alberta, Members
are zls0 seen lo represent idenlogical interests ag defined by our political parties.
Finally, members are also oflen expectad o represent ron-gesgraphically sefined
commumlies of interest, occasionally whelhar or not they seek to do 0. For example,
an MLA whe is a visible minority may be axpacted to be the voice of thal padicular
minarity SomMmunity across the entirg province, nol just wilhin the constifuengy.

Each of these Ihree types of representalion requires a critical mass of MLA's,
The actual nuebermay seem arbitrary (and 10 a cartain degres ilis) bul there ara
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important considerations at work. Think of it this way, on one extreme we might simply
choose to consider the entire province with only one representative. We would elect that
person to govern and represent all of us for four years. At the other extreme we might
assume direct democracy where all eligible voters represent their own particular
interests via an unending set of referenda and initiatives. We recognize that neither of
these extremes would work, the former being term limited dictatorship the latter mass
chaos and confusion.

So instead we compromise and select a number that reflects an understanding of
the population and the geography of the province. In Alberta the size of the assembly,
83 means one MLA for every 45,000 voters. Such a size means that members cannot
all be in daily contact with all of their constituents, and thus require assistance in
performing their representative duties. It also means that elections provide not only
cabinet members who introduce and implement legislation, but also those MLA's who
are tasked with keeping the cabinet accountable.

But we must also recognize that such an arrangement comes at a cost. A single
representative would be the least expensive form of government, but the least
democratic. Government via referenda would be less expensive than our present
system but put too great an authority in unelected representatives. Indirect
representative democracy is more expensive than either extreme yet far more
democratic. We must understand that while there is a financial price to pay for
democratic representation it is a price worth paying.

Principle 2. Salaries must be regarded as part of a larger recruitment and retention
strategy for legislators.

There is a simple argument used in many fields of business that one gets what one
pays for. This is as true for elected officials as it is for any other profession. In some
jurisdictions in Canada we have seen the inevitable outcome of deliberate attempts to
belittle the occupation of elected representatives. When members of council, or large
school boards are given only honourarium for their services you wind up with individuals
who either do not need the honourarium or those for whom the modest token is
extremely important. Neither are truly reflective of the population.

In order to both attract and retain strong capable members of the legislature we
need to compensate them appropriately. We must recognize that for many members of
the legislature, and for others that might consider a stint in office, the salary of a
member represents a fiscal sacrifice. Diverse and representative assemblies should
also reflect a diversity of occupations. While salaries of elected members cannot
compete with the highest salaries of the private (or even public) sector, neither should
they be so low that they drive good individuals away before even contemplating public
service.

Studies of income levels of public officials lack detailed knowledge of income
prior to and post election. However, we do know that in many cases members take a
salary cut when entering office and an additional cut upon leaving office. The salaries

of Alberta MLA'’s are in the lower end of salaries across the country though much closer
to the middle when the tax free allowances are included. It is recommended that
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salaries be closer to the three larger provinces in terms of population, namely Ontario,
Quebec and British Columbia. This would necessitate an increase in salaries.

Principle 3:
The Alberta Legislative Assembly is a full-time professional representative
assembly and thus requires full professional legislators.

There was a time when provincial legislatures could at best be considered part-time
amateur bodies. Members were not paid as full time legislatures, the Assembly did not
sit for more than a few weeks per year, and the resources provided to members were
minimal. Beginning in the 1970's provincial bodies began to sit longer, deal with more
legislation, and as governments grew larger began to hold more responsibility for
oversight. At the same time, more and more voters turned to their local MLA to assist in
dealing with and increasingly large and complex government. Members saw demands
on both their representative and scrutiny role increase dramatically. Likewise, members
of cabinet were required to become greater policy experts within their areas of
jurisdiction.

One of the outcome of this growth was the professionalization of the legislative
assembly, and a realization that members were full time representatives that ran small
offices. The demands facing cabinet ministers were even greater.

Of course different legislatures developed at different times and speeds. Quebec
and Ontario were among the countries leaders in recognizing that in order to properly
perform its collective task an assembly needed to appreciate the professional role
played by members and the resources this required.

By contrast Alberta was slower to enter the era of professionalization. Among
other things this meant that Alberta was: slower to have Hansard, had a weaker
legislative committee system, and to this day retains an antiquainted salary system that
includes a tax free allowance. Some of these anomalies can be addressed by this
commission, others lay outside its jurisdiction. Salaries fall within the purview of this
commission and | would encourage the commissioner to include committee allowances
as part of that salary structure.

Principle 4:
The often volatile career longevity of elected officials requires that transition
packages must also be considered part of the compensation package.

Principle 5:
Pensions must be reasonable but must also recognize the opportunity cost of
elected service.

If there is one area of member's compensation that draws more public ire than
any other it is the financial exit packages that members are provided. Variously and
pejoratively referred to as golden parachutes and gold plated pensions, the exit
packages include transition funds to assist former members in moving back to their pre-
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elected careers. While the exit packages may be viewed by the public as overly
generous, some transition fund and pension is a necessary part of a compensation
package for members.

First, we must recognize that assembly members have very little control over
their careers. They often begin their career at a later stage than individuals commence
other careers. Typically, political careers start when members are in their late thirties.
As mentioned above members often leave more lucrative positions to serve the public,
positions that typically include pensions of some form. Members serve at the pleasure
of the public. While their jobs are rarely up for a review on an annual basis, they are
reviewed on a regular basis by every eligible voter in the constituency. And until recently
members had little ability to control the date of their departure (fixed election periods will
provide some greater opportunity for career planning).

Second, despite a perceived wisdom that departing members have unlimited
opportunities for government sinecures, service on private boards, or invitations to step
back into their previous careers as if the last four to twenty years did not matter, this is
the exception not the rule. Such opportunities are rare and typically reserved for only
the most senior members of the government. Private members on both the government
and opposition side of the speaker rarely receive such invitations. As a result, the
transition to non-elected life can be financially challenging.

Having noted this, it is also apparent that the present system of pensions and
transitions allowances is not well understood nor appreciated by the public.
Comparisons to the private sector abound and are not always relevant, given the
generally higher salaries at senior levels in the private sector. Still, | would recommend
that the commission give serious consideration to increasing the age at which members
can collect pensions and limiting the maximum transition allowance to one year of
salary.

Principle 6:

Ministers of the Crown must be compensated in a manner that reflects their level
of responsibility but also in recognizing that they will not earn more than some
individuals for whom they are responsible.

Ministers of the Crown have responsibilities in addition to those of private members.
They are responsible for multi-million (and occasionally billion) dollar enterprises. In the
private sector, CEQ's of similar sized corporations would command commensurate
salaries, well beyond the additional $63,900.00 (approx) that Alberta cabinet ministers
earn. We must recognize the anomaly that a Minister of Health will not earn more than
many doctors, specialists and hospital administrators. The Minister of Advanced
Education will earn less than some professors or senior College and University
Administrators.

At the same time, we must also recognize that the position requirements for
colleges and Universities and for health care, are very different than those for ministerial
service. Ph.D's are the normal degree requirement for University Presidents. Doctors
are, by definition MD's. Yet the Minister of Advanced Education may or may not
possess a College or University designation and the Minister of Health does not require
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a Medical degree or health designation and may well have never worked in the health
care field (or spent any time in a hospital for that matter).

Thus is the anomaly of elected representation. The responsibility of Ministers is
to initiate, implement and oversee the delivery of public policies. This requires a talent
that is broader than any one policy field. The responsibility is vast, the skill set different.
It is recommended that Ministers continue to receive additional compensation. Any
changes to base pay should have equivalent increases in cabinet pay.

Principle 7:

Salaries and allowances must be transparent. Changes to the salary structure may
require substantially higher salaries.

Alberta is one of the few provinces that retains a tax free allowance as part of the
renumeration package for members of the legislative assembly. This anacronistic
practice dates back to the time when members were responsible for many of the
business expenses that are now covered by the Legislative Assembly. Further, like
pensions and transition pay, it is the cause of some consternation among the public.
Unlike pensions and transition pay, there is little legitimate reason to retain this practice.
It is recommended that the Commission eliminate the tax free allowance. However, the
elimination of tax free allowances must not be used to lower the overall compensation of
members. It should be replaced with a taxable equivalent. This will result in substantially
higher salaries. However, it would be a more honest and transparent practice and will
keep Alberta in line with most other jurisdictions.

Principle 8:
Salaries and allowances should not be used to compensate for a lack of
legislative influence of the legislative assembly.

In many jurisdictions, additional salaries are used to recognize the additional
work that some members take on as public officials. Ministerial salaries are perhaps the
best example of this. But there are many others. Parliamentary Assistants receive
additional income, as do chairs of legislative committees. These additional salaries
might also be used to make certain positions more attractive. While some members
might be drawn to cabinet by the additional 63,000, it is more likely that the opportunity
to influence public policy is a far greater draw. The same might not be said for
parliamentary assistants and committee chairs.

| would urge the commission to recommend that committee chairs receive a
substantial allowance that is considered additional salary to legislative committee

chairs. | would further recommend that this salary be similar to that of Minister’s without

portfolio (approximately $28,000). This would encourage many legislators to consider a
parliamentary career over a cabinet career. The work of legislative committees has
long been neglected in Alberta. As such members are paid a per diem rate to serve on
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committees. | would urge the commission to eliminate the per diem for committee
service. Members should see service on committees as part of their overall
responsibilities as legislators. Further, stronger leadership by committee chairs, who are
compensated at a rate similar to Ministers without portfolio should provide some
incentive for members to follow this career path.
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MLA'S Salaries, Benefits and Pension-Januery 2012 EXILIBEL T

kr. RBayrond A, Speeker
Janoary 25, 242
MLA Compenzation Review

Aiberta MLA'Y Salanes, Banelits, Sevarances, and Pensiong Review
Hon. Raymond A. Speaker PC,, OC. January 23, 2012
Fresentad to Hondurable Jack Major, Commissicier

Thiank Yo aud Honour for this opparhunity.

| wish to make three points b assist vou Mr. Major in your very impartant
task.

1. My axpertence on the subjact

2. Whatis a Member?

3. Gomments on Compensation

Bral Rpsumn:

I 'was eloctad b0 the Alberta Legislatura on June 17, 1983 for the Little
Beow constiluency and after angther & consecitive alections decided 1o
reslgn my provinsial seat in January of 1992 and seek & Fedaral seat in
the Fedesal Constiuency of Lethbridge as & member of the Relom Party,
O Oetober 25 of 1993 | was sucoesshl and 44t in the House of
Commans until decading net to rnin the feders] ebectlon of June, 1837,

Follawing iy relum 1o private life 1 was asked by Prime Minister Chnatian
to sit on the Blsis Commission to review allowantes of Members of
FPadlament and Senatars, Some of the secommendations | give loday
raflect that report. Following bhat repart the Frime Minister asked me to Sit
o & review body calbed the Seouity Intelligence Review Commitles to
review and make jwdgemenls on the aclicns of e Canadian Sacurily and
Intelligence Service feom 1899 o 2008,

Churing my Alearta Laglsiature exparience | held cablnel postls undar
FPremiar Manning, Premiar Sirom and Premier Getly. During Premler
Laugheeds lime | was on nurmenous legisialive commites's and servad
as Leadar of tha Opposition from 1980 to 1982 For a numbar of years |
was on the Special Standing Comrmittes an Member senvices,

Lhanges elnce 196

My views on the praper compengalian of MLAS am heavily influencad by
soma af my exparances with Members of the Legisiature, | remoamber ihe
firat walk inlo the Alberta Legislative Building in 1964, The MLA from
Lethbridga walked with ma from our holel to the Bullding, | was Impressad
with the front wopden doar, Ingide | was faced with a markie slaircasa,
martle Aoor ard Roors abowe ingrey green marble, At thal maemeant |
wioilld have worked herg for nolhing aftar ceming from a small lown farm
background al Enchant Alberta.
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My trance was broken by my older colleague who had served in lha
Legisiature for over 20 years, He said, "Follow ma, | witl show you yaur
privilages in this building”. He took me up the marble slaircase. We dd a
gulek turm to Ihe left [Bad Stad for mal] and then after about ten steps we
entered a split room. He said, "Cwer there s your ¢oat hook. Put your
mamke uncked it IF you nead 5 balhroam that is over hare, pointing lo my
right, ¥ou will be assigned a seal in the Legislative Assembly. Ch yes, If
you are not absanl from the Leglslative Sesslon you will be given a Tull
cheague after the Prass throw the paper from the Press Gallery signifying
the ¢nd of a Session”.

| survived the session with my new fund mentor colleague a6 my saat
mate. Sesslon endad with a flurry of papar. 1left the Assembly Room Lo
find 3 long line up of Members dawa the halway znd nla the Clark's
CHfice which was Ihen located on tha righl side of the Assembly Room, |
proceeded in ling and after some lime atfived ot the Clark. He handad me
my chegue, $4500.00 and a brown paper box with my years supply of
ofice maleral sonsigling of 12 penclls, an eraser, six steal looza leaf
rings, paper ciipa, one pack of legisiative paper, and a pack of envelopss,
The satary Increased to $T200.00 but the box practlce continued until
1971,

Curring Ihis pericd Four tadies were hired faor a secratarial pool. There was
o office space or telephone number al the Legislalure for the Mamber.
Tha holel operator teok calls and gave you a list. Yoo returned your calls
from the hotel, AGT gave you a belephene pass for long dislance calls. A
Minlstar appointment at Lhat tirte was considerad 3 fll lime commiment,
The robe of the backbancher was considered a part time assignment and
the Mambar was expacted o bakance their lagislalive time with their
prafassion, farm, business, teaching, or employee jub,

Seasion started in Febtruary and usually ended in early spring. Most
hembers reprasenled rural conslituencias. The unsubstantiated Story
vies told that the “Pramier had crdered Pubfic Warks 1o open Legislalura
windows wide and to apread fresh Sheap fertiizer on the flawers araund
the Legislative Bullding. The farm legislators smelled spring seeding and
knaw it was time to close the winler sesskon and retumn ta the farm. At this
time lhere were [aw banafils lor Members. The tax free potion of their
pay was lo jook after expenses. In lhe |ae 1980's a $10.00 per legistalive
day allowance was proylded Io compensala the coat of hiotel Tor out of
Edmonton Mambers.

Pgrigd of Change. 1971 o 1585;
ARer 1971 Albena's aconomy boomed, The budgel of Alberta increasad
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feam &1 Gillien in 1971 to neady 310 billion in 1985, Spending on many
provingial govemiment programs increased significantly, Lagislalive
sesslons increased in kenglh with the intfroduction of @ permanent fall
sasEioh Members were paid a monthly salary. Supplementlary benalits
warg implamantad in the form of ingreased heatth, e insurance, dental,
car gasoline credit cards, mileage allowancss, bus and Mgl allowances,
lermporary residence allpwancas, parking amd taxi allowances, sposal
Iraval, committes aliowances and expenses, constituency office budgels,
tegislalive office budgats, promoticnal budgets, telephones and alecironic
equipmen supmied, sevarance allowances, and @ changed defined
benefil pension plan,

The eariy 1980's hrought public criticism of tha MLA Pension Plan.
Alberta MLA's digcontinued the Flan and replaced the Plan with &
Taxabhe Alloweanse and o Transtion Alloweance, Againin 3011 and 2012
wa haar he public cry of “Too Golden®.

What (s the rots, the challenges, and the adeguate compengation for
A MEAT

The Bole:

A gecd MLA i one wid kngws haw to lislan, can creats new idaas o mest constliuent's
ard] Albartar’s neads, and is awake ancugh o know whan and whene b inemep the
leqistatve protess. Tha compansation and legislalve privikeges are thars only bo suppari
and enhance this me,”

Tha Challenge:

1. Members are full time and muat mult tagk.

Reguired is praparation and attendance by all Members, including
Minkzlars, far the meetings of tha Legislative Assembly, Causus,
Committess of the Legislature and annual party consenlions, [n addilien
every MLA must manage thefr schedules for their Legislative Office,
Conatilvency Office, Constiluency fundions, and attend abllgatony
meelings with ofher legistalors and conslituents al the Capilal and in their
home rding. Bakancirtg family &r private responslbiities wilh public ones
is difficult, The famlly suffers In the trade off. My day-limes was filled fov
al least sic weelkd in advance. | could predict, barting illness, whara |
would be | who | would be talking to, &and the subject of discussian. | am
surg this has nol changed Fod surnent Members.

£. Members oute|de of Cdmonton must fraval,

Travel 1o Edmonton can fake hours of time. Travel inconvenisnce kesps
the hember In a sacond residence away from their constiluency ar
pemangnt hame during the week days same five ar sk manths of the
calender yoar. Famlly, private rasponsibilities and constivency
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ctligallons arm placad wnder extra preasures espedally for thoze
hMembars represanting canslituencies an hour or more from the Capilal
Bullding. Travel s a major faclor in an MLA"S job b it must ba
underslood Inat this is also prevalant in loday's private seshor

2. Mombars have many bosses,

The lisl includes the public, constiuents, Legislativa collaagues,
Ministers, Promier, Party execulives [ocally and provinsially, Legislatve
zlaff, and mpst importantly Ihe slaclorate every theee (o four years. Thay
are the maghers that can influence the MLA's public desting. The Memiber
must leam haw 10 co-exist inthis anvironmens,

m 1] ir i riv. 1]
Members often underestimate the bransition back lo private life after
dagiding nat 10 muninan eledion, leing a nominalion, orane baing
defeated at the polis. | have peracnally wihessed nemerus cases of
traumatle emotional ansety sticken cases of ax MLAS or MP's, their
wives, and family struggling with re-eniry inte the wark force. Legislative
axpariancs i& nol atways the besl prerequisie for retuming W the job
maikel. Often the logislative exparence is a detriment rathar than an
asset. | have often described the sircumatance of ke former Membar as
having ke *plague”, | have found 1elling tha elacted Memberto place a
high priarity on family life and on personal firnances most oflen falls on
deaf ears. Despie thess dificullles maost MLA's maka the transition
successiully and continue to lake an their life réspongibllities. Some faim
of ransition aliowanos is Relpf.

Alberta has 2 major budget of income and expenditures. Alberta is
blessed wilh malor rezourses of il and gas, agrcukture, Lourism,
recreation, leading education and research instiitions, medical facilities
and professionals, skilied and professional leaders, 2 growing private
econemy, and & grewlng population o name a few. Management of our
Provinca must be done well iFwe expet] good people to lake onour
public respansibllity then we as laxpayers must compansale gur
Membars adequataly to do their job.

.M - a inl priv
The people alva 2 few of us the privilege to seve our Province. Serving
provides special and varied #xperances like ne olher opponually affords,
It Is an honor to be elected, However, this priviege must be respected to
protect qur demacratic process.
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What |s tha propef compensation’?

The answer is nol easy and never was, Mo matler who makes the
recammeandahon or decisicn the Anal responsility rests wilh the
Iegislators.

A Salary;

[a]. The cument Indemnlty should be retalned bt the 1ax free allowance
ghould ba leminated, and increazed to take into considaration that the
tolal [ncame is baad, The new indermnkty o salary for Membe s under
this format would be the sum of the curent MLA indemnity of $52,082.00
plus additional indemnity of $28 024600 adjusted For laxes to
appraximalely 336 000,00 equaling a lotal laxable salary or tndemnity of
aboul $56,000.00.

[c)- The additional allewances for offices other lhan the MLA, such as
Pramier, Speaker, Minister's wilh Portfglio, Minister's wilhout Portfolio,
Leader of the Official Opposilion, Ceputy Speaker, and Leader of a
recagnlzed opposition party should be reflectod in the pay to senipr
execive positions in the pubdic service of Alberta, Ihe persons they
manage.

1 fird the Albarta Depuiy Minlsters salary rale under Coder in Coungil
44412011 to be 5264 575.00. Some 22 Deputics are Included in s
schedutel, intluding the Deputy Minlster of the Exacutive Council.

Seror Officials under scnedule 2, Crdear in Cowncil 4442011 has four
salary ranges. Salary range D has & range from $186.812 00 to

52684 576.00, consisting of six poshions including (he Chief of Staff of the
Premier, Salary range C is from $144 060.00 Lo $200 604 00, Salary
range B is from 113 028.00 to 5156,552.00, Salary range A is from
104 84000 to 5139 33200,

Wath the adjusted indamnity of $88,000.00 plus the currenl addhanal
Allowanca fur the Premier of $81,312.00 wial salary of tha Premier is
$168,312.00. Added to lhis is a $3500.00 per month comimilies
allowznce. This would brng the Premiess salary {0 about 211, 000.00
some £50,000.00 less than the Deputy Mimsters. | raise the queston, "1s
the salary proper?™ A senior public seqvice salanes reasonabieg? Exceant
for range A, 8 and C the Premigr is paid iess than semicr person e,
Rational argument may conclude an increased satary tul can tha
inerease be argued politically?

2- Bonafits;
[a). Since the Member position is considered full ime lhen the benefils
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prowided to the pubhes service employee should ba avallablke lo the
Mamber. A very quick ravigw on my par indicales thal the bangfits for the
Senior public service and Deputies s comparable 1o curent Membar's
benefils, 1 have no furher recommendation herg.

3. Severanca Allowance:

[a]. The cerert Transttion Allowanee Crder should be terminated and
replaced by a more accaptable transition severance allowanca.

[b] The new transition or sevetance sllowancs should nd be less than
25% and not grealer than 50% of Ihe sum of the annual salary, addittonal
salaries, and spacial Members' allowances of a Mermbar., A ong term
Member would gel 25% &rid any sesond or fonger tarm Memtor would
get 0.

4. Penslon;

[al A new compuisory dafined banelit pension plan shoukd be the MLA
Pansion Plan.

[b]. The MLA Panslcn Plan should have some of the following
pararetars,

1. MLA conliibution rata should be In the rangs of iwelve to iitean
parcant of annual salary.

2_Annual salary is coraldered as the threa cateqories of MLA
indemnity, Additiongl allowances for Ciices alher than MLA, and special
Members' allowances. [Sea detailz of MLA positions [n each catogory
from M LA Remuneralion Report, effective Apnil 1, 2010, Alberta Members
Services Committea report] Each tategery will ragulre special terms far
implemenlation.

3. The annual MLA Pension Plan accrual rate shoukd be in the
range of 3 10 4% for twenly years of panslonable salary. Maxdmum
penston agcneal would be sovenly parcenl

4_The Member must be & Membar for six years for vesting of
pension benalts,

5. An MLA i9 eligible for pension enlitlamenl at aga 55 with an
unreduced il pansion al aga 835.

8. A Mamber who serves less than shs ysars will have
contribulions returnad with Intergsl.

7. Pangions shoukd be adjusted for a cost of living indax.

8. For Members who have served In tha Leglslative Assembhy
hefore the next alection and are re-elected a buy back program wil ba
NeCcessary.

1ihark you far this ¢ppaunity to present my views. In the final dlscussion
of compansation the Members wil nead to keap Iheir focus on ne

file:ACAUsershdmensil AppDeta Local BWicrosoftyWindows Temporaty Internet Files\Cone. 1/20/2012

128 | Appendices



REVIEW OF COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

MLA'S Salaries, Benefits and Pension-JYanuary 2072 Page 7 of 7

direction of the Provinces linances and decide accondinghy.
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| Dr. Herbert Grubel's written submission
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EXHIHIT 5

T3, Herbert Grube|

February 2. 2012

LA Compensution Review

Alberta MLA Compensation in Perspective and
Recommendations for Changes

by

Herbert Grubel, PhD
Professor of Economies (Ewezitus), Simon Fraser University

A Heport prepered for the Hon. Jack Major, charged with the Independent
Review of Compensation and Bencfits of Member of the 1.epislative Aszsembly
of Atherta

Drralt of Janoary31, 2012
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The 20712 independent inguiry indo e compensaaon of Alheeics MEA Bees oo
prohlems comm all such inguirkes:

v Thore are 15 o market that establishes the productivity and camespondingly
proper level ol puy Tor legisluwenrs, as i does for worsers 1 the privale
sectar. Mor are there any abjective eriteria o select a group af private sector
workers o wlhiel the pay ol ML A should be hoked,

o 1w achual leve] of compensation is difticalu o estallish becanse i includes
penstons and filnee beoelits, the value ol which is diflerent Tor individual
M LA depencling cactheir ape, length o servics, leved ol eesponsibality and
o characweriztics. This et complicates wakinz comparisons of the
compensation of Alberta’s MTAs with these of ather proviness,

This stucly addresses the first of these problems by drawing on some basic Tdens
aherl ceonomie and polilicad poovesses the bave Tistorically dewereminad the
comprensition of MEAS These constderations beod o te conclusion Lt Alberta’s
sonditions should he evaluated in the light of ihose existing in other provinges in
Clangda,

The secand arablem i addressed by comparing the different companents af
connpensation across wl] provicces, Lhe components are then edded up inte one
inclex, which consisis of the thmesadiwsted, present value of ail fonms of

ol pensation ey clected LAY can expect o receve during thear work s
legislators, This Index is produced under o number oF different assumplions ahout
vhedr Tength ol seovice wnd thedr levels of cesponsihility i parlimneat,

L. Determininy the Proper Level of Compensation

Ba the poivite seclor the pay ol workers i deteriined by their productivity us
mcasured by the valie, which their worls adds o eiremplover’s production, sales
and ultimately, profits, Thas prodocovine zeacratly is an ereasing funelin of
their coucation, wrwining and work experience and is alse influenced by personal
characteristics like horesty, reliability, enerpy health and interpersonal relalions
skills,

T behwviour of ndividu] workers ond eniployers poided by market forees wends

1 ergile cquality beisegen warkers' pay and productivity, as may be illusteated as
follows,
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Consider that the puy und prodoctivity oflen diverge when workers are hited fir
il st e, mainly because employers have limited or unceriain snbermation
about the workers” potemial performuance. The rewson is thol while eduvcation,
training ancd same olwious persanal provide usetul signals about workers’
productivisy. there s no recotd of parelormance in an actoal work environment.
This regowd dovetops araduully and generates incemtives that lend 10 g march
Dotween pay and produetivity,

Coompscler how thase ineentives work winen warkers are hired at a pay that Is less
e their productivily. As thewr porlormance record develops, such workers hawe
teenlives gk lor igher pay ar seek alemative emplayment whera their
peerluctivity 35 fully appreciated. Fmployers either mise their pag or lese then e a
competitor. Ingither vasg, the pay and productivity of these workers become more
aqual. The process contitues und! there s eoualily bevwesen pas and productivaty.

Arabooons reasoning explalns how woricers whase pay oxceeds their productivity
[nd their pay lowered Lhrougl tme as employers Sed owl aboat their true
produectivity e such waorkiers do not sutler absalute decrenses in pay or leave
cimplovinent, but [ind themselves recelving smallee pay nereises tan their co-
wirkars.

O course, U sljustiment provess dowes 1ol operate porfectly and cegalires Lime, bul
ol Ters the best explanation for the strusture of wages in g markel ceonemy that
cennornists e oller

Legislatars " Prodienivine

There is me Labowr murket Cor legislaters comparable to thin Toe workers in the
wrivate seciar, Inoprinciple, two atternacive methods are available for the
determinaivo ol their productivivy and twe corresponding, apropriate kevel of puy.

Chie such method mrvolves liokimg tbwir pay b thae ol o group ol waorckers inthe
private sector, such es hosyers or manavers, This approach mises queslions abons
the chaige ol the proper refereoce group and wlhio deterimines the celovant criteria
used i this choice.

A tmportant clement citering s choiee tivelves the Get that te gualivy and

rroductivity of waorkors i e rivale sechon e o he an i|'|n:|'t=z1!-'.ing fiineticn of
4
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their pay. Therelore, the highoer is (he pay of legislmors, the highar is their
procluetiviny in parliznent,

For expmple, i M As were paid the same wages as janitors or harbers, their skills
arl productivity would Be tucn lower than 1 they wore paid the wages of lawyers
armamagers. This Rt rdses guestions about the pusdlic’s view on the Tevel of
praduetivity aoed ey they cansider peinge proper for its legishrors? | low cun the
public’s views he discovered and tramslated imle policy

Gecase of the existenes of these Tssues, 1o jurisdictions i Cansda huve linked 1he
pewy ol their [egislalors o thal of @ select proup of workers in the orivate seclor,

Eletiase the P democratie Polifond Sistem

The secomgd melhod for determining the pay of ¥ AS invelves a process oowed e
demaeragy and pelitics, which allews the public te have an indirect Tt
rievertheless ellective way ol makiog ils prelereaces pul o ofTeet.

Fhis process Is quile simple, Wosees one pobitical party pushimg for bigher pay bul
fincling its eforts restraingd by other parties that push for lower pay. Through the
clection of parics whase platform best reflecls voters™ preferences, the pay of
legishnors wtimately s deermined by the public,

Ch Lhe side pushing (o higher poy e 80 AS usually ore pactios inpower. Cynics
aften argue that that these M1 AS are mativated by the desire w feather twir owa
nesl But i can alse be argued that they are driven by a more betign metive, They
vennd Loy keep ar attroel competent individuals who wouold otherwise leave Tor or
stay n the private sector, The higher pay s 0 the public inlerest sine it ensues
the passace af hieh quality fegisluion aoad b ruling porGes’ inlerest Dy rsing
the poobability of Lature elecloral suceess based on resullant good governamee,

O Lhee uthier side of i process wne apposition dd ofters nesdy Tormed raties that
bslicve Lhey can puin elecioca] support by making an clection izsue oot of the
alleped excessive compensation of MLAs. Alberla’s Wildose Party hos made
suct wit ctloct, which hag resuled in the present inguiry {sec Legislative Assembly
of Alberta (200 1) [During the 19905 the Belorm Party’s platform contained
dumands for eianges 1 the allepedly exeessively generols compensation packsges
enjoyed by MWPx in the feders| parlioment.
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[ ackdicion, there are think 1anks that keep o watchful ¢ye on the meyit government
compensuton policies, Tows, the C1 Howe [nstilole has recent |y produced o
shudyv, which shows that the ponsion pravisions lor M in e federal padiaoent
are excessively penerous [Robson 20123

The elecwral suceess of the Reluoo: Purty hus undoubtedly played an naportant
redee it changes in the compensation received by MPs that took place during the
L9902, The efforts of the Wildrese Party in Albeeta anel ol thie CLY Howe Insotune
bave slimuolated nublic debate und muy lead o changes o present compens:tion
levels related o pensions, There is a leng histery of 2uch challenges 1o existing
compensalion policies inall provinees, meny ol which have been suceessful in
leading 1o Jower Jevels,

The publicity resulting Tram the effionts of the party Tvowring lower pay sometimes
bringes 100 poseer il allows 1010 implement s pelicies, But i s iImpartant 1o
realive that cven withoul such an outright clovtaral suceess, the vory threal off
Vpposiion o new parties seizang upon excessively high compensation lewels as an
clection s tends o consbrain e inelination of the purty o poser o mise the
iy of ML As bevond whit the public considers 10 be appropriate,

frpticarions fear Sty

The preceding analvsis implies that the political proces: wends to result i loevels ol
campenzatian for &0 As that relleet the will of the peape and their desive 1 be
governed oy the resulimi competenee ot legislaors and qualily of legislation,

O vourse, Uity condilion is me metan all times, Parey platforms cover moee than
the pay ul Tegislators, other Tssues msy dorminate the decisions of voters wnd for
seene time thy pay of MLAs i a jurisdiction may e higher or lower than that
desired by volers. Hlowever, In the leonger run and an averogse, the pobilical
process just deseriheld will cause 1he will of the people 1o lnd expression in the pay
recedved by M oAs,

L3 ed on ihis proposition, s praper o examine the campensatian of Albera’™s
WA D relacion e that of MUAS i atherwise similar provinees, This
examinaion therefore should reveal whether the compensation of Albena ML As
necels Lo b chomed,
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1. MLA Compensution in 2011

Ihe conpensation of B As has the Tollowing compoenenis:

*  lasic Salury

* Tax-tree Allowances

+  rensioms

e Other (Fringe ) Benelits
v Prmsition Allowances

Some ol these components are related o e length o nme MLAS are in oflies amld
the level ol responsibility they have servity as oflicers of pacliament such as
Melizisters. The Toilowing unalysis considers the compensution recerved by MLAs
serving ¢ight vears without halding ame higher offive. The compensation of such
MLAS serviog as Ministers s presented inthe next section,

Bosic Sulary

hIEAs reccive a monthly pay eheck just like workers in the private seetor. The
wnuil salanes {eailed renuneration in the Alberta Jegislature Tierature} received
it all Canwelizn provinees are shown in Char 1.

Chart 1
Salary

5145,000
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o Doz e ided b Cleck ol b e Parlicnens asd bised o survey ad’ peesismcal goscie:zenis
I 2001 Qe Legislative Asseuble of Albess 20000 The el intermation i repprdpcud in aypemdiy A,
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The chart shows that in werms of basic salary, Albecla M AS are Uwe lowest puid of
afi provinees, | heweover, this resuls is mislending becanse in Alherta and Quebeg
LA also reeeive taxn-free allewanees,

Ti-five Allmvanges

Tax-Teee allewunees for ML As have historically been justilicd on the grunds tha
they campersate then Tor expenses Ut ave spectlic to their work atiel that de oot
exist i the private sector, such e mamtaining residences inthe capitl and home;
Lravel belwean prelinment and hone residences; meals while away rom home;
clothing suitulle Tor work and pulshe appearinces; and dealing with constitucis,

In recent veara, these justiBeannns for tas-1ree alloesences Bave been subiceted 1o
mueh public serutiny e iU has heen suggested that In Bt the pasment of tax-fee
allawances are designed by politiclans 1o hide the ue comipensation of ML As
[Tt 1he public.

Muiniy as u cesule of sech eriticiam and o muke compensation levels more
transpaes, mest provingial pachioments have eliminaled the payment of ax- free
gilorwanees, as has the Fderal padiamenn, The clmnation was accompanicd by
inercisses u s salacies o amoznts that lewsve ynchanaed the aller-ax ineoeme of
WL As feamy what it had heen swhen the 2x free allowanee was added 1o the 1axable
hasic solary, AL present tax-lree allowances ave stll paid only w MAs 0 Alberta
anil g lne:,

Alberta’s - tree allovwance in 207 1 was $260.090, T value o MLAS 1= equivalent
L4 i were paid as actaxabde salary, assuming a marginal @y rate of 33
percent. 10 e murginal ax rats is assouened 1o be 30 pereent., the vadue equivalent
af the allewanze is 336,069, In Chart 2 the 534,641 fgure is used, Ouebee MTLAs
01 2071 received ol Tree allowance o 515,338, whicl inercased by one thind
comnes oy 5200660,

Charl 2 shows the tolal ey o MUAs inall Canadian provinees, which in the case
ol Atherta and Cluebe ineludes the tax-adjusted tax-Tioe allowance, As com be
seerl, Adberts runks righe in the middle of the pack. Thedr B AS Teeeive alwut
30,0000 |2ss pay anpually thar those in Ontarie Tt virweally the some amount ws
thoses i e atier Western provinees Saskotchewse wnd dunitoba ool shiahly s
than thase of Beitish Columbia

O
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I might be noled here that one of the results of converting tax-leee allowaness inbo
Laxable weams fs et in ellect e provinee Toses w the Tedern! government the
anount ol Lses paid by e MLAS In the case of Alberta the anount is S8,505 for
cach ¢l ils 83 M A ar S7T13,400 0 total under the assinaption e the rate of
Lusalimn is 33 pereent. Wasx sute 15 590 percent, the todal going o the tederal
povernment is 51080909, There iz no way of deciding objectively whether or nol
this el vosl w the provinee is worth the gain in the ranspareney of it MLA
comnensalion syslem. The answer 1o this guestion requites consuliation hetween
peliiciang and volers,

|
! Chart 2
Salary plus Tax-free Allowances
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Belowal emploneers 10 the peivate sector provide teir workers with so-called fringe
hemefits that typleally invelve conlrbulions to pension plans, cxtended healih care,
dental care, hasie e and disahility insuranee. Canada’s pavhiaments provide
MLAs with the same tvpes ol benetits,

The estimation of the value of these benelits provided 8L AS 15 extremely ditlicul
[ the following reasons, € onsider Tiest pensions Tor which detailed propertics

have been pubdished i Mova Scodia (20103, p. 36-37.

mome provinges hive defimed beneiit pensions, the cost ot which to the
governneit 35 highly soeertain, Wdepends on the indexing ol the henelins o
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inlatier, which varies n detai! from province to provinee. [ also depends o the
dge gl which the boneliciaries starl W rescive paymends, amounts poing Lo
survivers aid am ke amound the M AS contribute Lo the plan, wnonge alher

[ ML,

Some praviness hoave defined canteibution plass, which allow an easy wnd
stemightforward estimation of the cost inguresd by goverement and. The simplest
ol thoge 1z Lownd In Alberta, where the poverniment pavs one halt of the maximum
arnual aliowable contribution 1o the individual’s Reppstered Retirement Savings
Plan.

Similar problems are encauntered I estimading the cost 1o government of
sroviching ML A with basic Lite wsuranee, extended heallh and disabiliny surance
andt ather such benefits, [nAhe cose ol lile wnd disabilivy insuranee, the cost
depends an e beneliciaries” age. pender and health, as well as the amount of
buencfits. The cost ol exlended health care depends on the s32e o the beneficiaries”
marital st and age of ehildren,

Fortunately for the analysis in this eeport, the [rm Moreao Shepell has prepared a
sty which is avaaluble in the Nova Scotla Reporc 20113 This study assembles
L basie gata o Lhe dilTerent provvineial pension, heabth, dentad, e and other
Benefio plans {p, B24-281 and wses these data to make a difiicult and involved
catimationt ol the value ol De conributions made by oo incial pacianwent o the
cngl of these plins,

The comparizon of pravineial costs mses the coneept oF what is releroed o as the
Fopnivalfomt Aeoraecr! Conttedbations (EAC)L This messure quantifies the annual
amonnls ME A would have w pay L5 they Boueht in the privale seetor Uwe benefits
prosvided o them by their parliament, Tt is smaller tham the total privale cosis ol
these bene s Becaose typically Y.A% conwtbute some shere our of theiv osn
AN ings.

The caleulation af those sums hays boen made by actoarics and othor experts who
miade maly agswmptuens ahoud the demographic characteriztcs of M1 A2 in
difforen: provinees gad by taking aceouot af the prochces ander]yinge the costing ol
sueh henefit plans in the private sectar, actuarial labies and othey considerations,
Tl resualls ol these caleulations are found inthe Mova Seotio (2001 report on
[ B
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Chart 5 shows the dedlurs, which MUAx woold have o puy snmedly o privane
marzel providers (o weeive the pension and tringe benctits the provineial
severngents actually provides e, As can be seen, Alberta ranks tivgd wmong
all prwdnees. s M1 AS receive subsidies 1o their pensions and iringe henefits
worlle 11,260 annually, much nigher than the 57,796 paicd in the olher Western
prowinedes Saskatchowan and the zero paid in British Columbia and Manitoba.

Uhe Tuet that these subsidies are sero in British Columbia may come as a swprise.
[tis explained by provisions that provide many of the benelits mider consideruion
b anly 1o %0 As who e served Tor more than gight yemrs and held ollices in
parliament, For example. in the case of DO MLAs who have served lor 10 vears
wilhwu! working as officers of purliwocal. the povernment’s contrbution w their
pension aned ofher hene it plins eomaes 1o S20078% a vear, In Manitoba M1 Az with
the equivalent characerisies the annual conlabution is $8.062, By conteas,
Alberz M1 A with this record of service 15 the sume 511,260 a5 for those who
serve only Bour or eighs sesrs, Mo dotanled informaton ineoiving MLAS witlh
different demorraphic charneleristes is found inthe next seelion.

Chart 3 ‘
: Pensions plus Fringe Benefits
| smgn : - : '
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Uhoe Hwnres soowe ane 4 e dodiae copeivaiont of thasg pereemiagss S50 gaeh peos ey, For gaampl;,
Adlrera s EAC S 15 pescent of e SRG0 S sabane o WE AL A, o 511,260,

Fodetd Anrriadd Comtpensation
Chart 4 showes the value of the welal campansation MLAs receive annually, This

Ltz comsists of the busie salury, the adjusted tax-lrce allowance in Albaria and

o
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Craelbee gnd the wmomm e government contributes w pensions and iinge
e tits,

A can b seen, by this moeasire. Alberta Is o the middle of the pack, The owtlicrs
o Lhe bigh end are Use (oo barges Cunedian provinees, Oneario and Owebee, A
the o vcrd s Prinee Edweard Island, the smallest af the provinees,

The duns in this chary sugreest that the anmual compensation of Alberta MLAS is not
oul of line with that foumd o etber provinees, Plowewer, this couclusion dovs not
leld ooess these deia on compensition are adjusied Tor the reecipt of ransition
allewances paid to M1 AS upon the termination of thets public service,

|
| Chart 4
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Transition dfloraneos

Transivion, wllowoness, alse known as Adjustinent Allowances are poid us 4
taahier Lump sue 1o MLAs aler they leave parbament due 10 an <lection detear or
e e will They wre designed w provide lnsneial assistonee Lo them during
e sime ey seek private secter employment.

Ray Speaker, who bas served iy vears us an Albevia MLA and fedemal MP, s
canseltang to e curment Alberta Comimisaion of Inguiry, T s report he provides
parritives ahoud the dilficultics some MLAs eocounicred intheir eilomns o dind
erplenoment in e private seclor adter thelr pohineol caceers bkl coded. These
rarrulives are based on his persaoal velvement with his coileagues I purlioment,
witkeh for some time siaw him aetas a Minister, This nareative provides strong

LE
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suppart Lot Ue need w provide ceuring M1 A wilth timsidonsl allovamees that
suppart then finametally while they seel amploavment in the private sector,

The power ol the arpuments in Gavour ol paving such alowances s evident from
the Tael that presently they are pawd by all prosingial parlianienes, wlnch i Lo
suppests that the pathlic is solislicd basically with their exislence as i e and
proper policy. | lawever, the levels of the payvents diflfer widely between
prawvinees and i Alberla they have recendly become uoder strang poblic sertiny
lor rewsons Lhat will breome obsvious from the datg presemed below,

b pructive, the transition allowances are caleuliiod by considering the length of
timg M A have served i parlioment and the campesation they have received
durntg w specilod part afthis Gime. Inothe case of Albercla this compensation
inelugdes thye goe-Tree alloswanee and other bonefiis, o3 well ay extr compenzatian
resulting fram seevice pacliamemary offieers like promier, mznisters and as chairs
ol comunitecs,

Avcording w the publication eaishtive Assemblv ol Albert (201 16], the
ransibion allowaness paid departing MLAs are equal 1o the valae of three months’
carmings (e highest ducing e member’s seeviced mluplicd by the naonber of
years served. Similar, b not demical Gormugtas are used o calealae transitionzl
allorvances in the ather proviness,

Because the transition allowanees ave a funelion of tine served. nter-provingial
cumpirisons reguice Lhat assweptions see made about the lengll of soevice of
SAs inall provinees. The dula in Charl 3 assume tal MAS have served cign
woers andd neld no bigher oflices i parliament.
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|
i Chart 5 :
‘ Transition Allowances '
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Az can be seen from Chart 5, the allowances for Alberia exceed those of all ather
prowinees by oo Terge marein, ey are mwsre Lhae double (125 percent Bishor) tho
thowsie in Ontario and Quebee, They are 3.4 1imes those paid in thess ather thres
Wooestern provineas ol Beilish Columbha, Sashalchewan: ed Moniwob

It is eloar from these dut Cuat Adberla’ s allowanees wre very hish in abeolue value
e %1 As who bove served eizhd years aond held no higier ofTiee. The caleulation
of the allowinees paid 1o MT.AS serving more than eight vears and receiving
supgalementary pay for higher offices ther have hield (not shown nere) reveals them
16y b i einge that atlracts strong amd angry afention frean the media, oppesition
praaliticions anc the public,

Thus, 10 the cxpeciation ol a spring 2002 election in Adberla. e high transition
allowunces Tor which retiving MU A5 and dommer Minesters are cotitled have
attracted e attention of sevevd] observers, Jobn Waod (201017 article pualished an
i the Cerfeery Aleraded (Wood 201 1), which referred o celeulations made by Scorl
Honnig of the Canadian Taxpavers Federation. Flennig had estimated that retiving
towmer premicr [id Stelmach will receive a separation oliowance of more than $1
il liom while othor former cabinet ministers will recemee about 3700 thousand.
T artele i the Calezary Hersld by carly Jaaey 2002 hod eliciled 83 conments
from the pahlic eonieal of the existing formula wsed in caleoliing: Adberra®s
transition allowsances,

Appendices

143



F COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

The Precont Falve of Compensation

The fact than Alhera nays the highest level of trunsitonm allowances does i
catablish that the total compensation of MLAs Is also the tughest of all provineial
asscimblics. 1L 1% possible that tne highor wansition allowomees simply moke up for
lower salaries, pensions and feinge henefits,

Theremre, 1o malie a case for reduging Alberta s transition allowanees 3 s
necessary w pul Giem into an estimate of the preseot value of all forms of
comprensation, whicn awaits rookie MEAs on the day they are elecied. Chant 6
presents suen a caleulaion tor ML As whie are assumed woserve eight vears withowt
receiving extr compensalion lor work as officers ol parliament.

Teking the prosent value of Titure compensatiee in this caleulution 15 csseoaal
take et o the time value ol morey, For examply, as neted above, Allerta
NIl A serving caghn years atch without extra pay For holding highsr otlice arg
ertizled 1o wransition allowanes worth S1856HS. But sinee this sum is paid ool
el vears atier they stoeted their work as ML As, an the day they enter public
sorvice, s worlh only 2142985 swilh e bump sum discounied st Toue pereent
crer ¢ight vears,

I other wireds, Uhis diseomting would muke the sum ol 5142 988 invested al four
percent worth S195 6858 at the end of gight vears, assuming that the annual samings
sy reinvested at the samy interest rate. For the same reasen, Lhe peesent valewss of
the salarics, pension and fringe Fenciits the ML AS receive have o he discounted,
For exemple, the Alberie %0457 somuoad poay of B86 733 over § veors isnot cqual w
the simple sum ol 50493504, bul only $3%3,951,

144 | Appendices



F COMPENSATION OF MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

Chart 6
Present Value Total Compensation
plus Transition Allowance
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Az gan be seen, the prosant value of all forms of commpaensation linds Alhora M1Ax
rontkeed dhivel neng MLAS inall oher provinees, Only MUAs in the much lacgay
provineas ol Onturio and Quebee have levels tha are about £ HE housand higher

Alberta’s figure might reasonably be compared with those of the alher three
Western prosvisees British Columbia, Saskatchewan and Manitaba, Thus, we 1ind
U these three provinees averzoe o present value o So80. 726, whict s 8122023
less than Alberta’s,

M.  Compensation for ML As serving as Ministers
Churt 7 shonws the additional salacies paid w MLAs while they sorve as Ministers.

A cun be seen, Alberta ranks second behind Quebec and the level is consideraldly
athave that Tourud s the remuinmge provinces.

14
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Chart 7 :
Extra Pay for Ministers
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Churt 8 shows for ¥inisters the Basic Salacy plus the Uxeea Pay they receive, On
thiz chiart, Albern ranies fonrth hohingd Quebee, Cntario and Brigsh Columiia, s
level 35 516,000 above tat of the obwer Weswern provinees, including Hrilish

Coalumbi,
: Chart 8
Basic Salary pius Extra Pay for
Ministers
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Chun O showes thar Adberta M1 Ax receive the fourth=lowest Llovel of peonsions and
ringee Denedits aomong all ol D previnees, 101 motesorhy that MAs e Lo
small provinees of Mowlmmdlbeel-Cabrador amd Prince Eduwned 13luand have 1the

same high Bepetits as those in Quebes stmore than 2.5 times tase received by

| %
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MEAs in L Tour provineos with the lowest levels, Those fgures illustrate the
difficulues associated with cotaparing mdividua) compoencnts of the compensation
packuges snd the mernil of considering the combined prescnt value of all.

Chart9
Pensions plus Fringe Benefits

810500
.5:5,-330 S . . - : b
v Lo B
e B e ; .
L1623 !.

w [ I o I AT Ml I i I I R . Lk HhY A I W i I

Soreet Rae ws O hart

Chore 10 repeals the key Informution discovered in the aoalvsis of YA who do
nol receive exts pay, which was presented above, Albera pays its Minisiers
transitiomn alloswsmess that are more than tedee those paid Ministers w Oniario and
Cluebec ard neacly six times those paid in the six pravinees with the lewest levels.

Chart 10
Transition Aliowance
150,020
150003
ERcH e H]

200,020

|
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L0000 Lok = 2k LG ! SN v !
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Swhoy; Saree e Claeg |
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Chard | proscides the est useiol information on which vievs about 1the
spproprialeness of the compemsation of MLAs 1o the difTerenl provinees should be
bascd, Mol that the sealing ol the ¢hart starts at 3300000 @ allow hener foees on
the differences betw een the provinees.

A oean be seen, Cuebee stands oul with the nighes Tevel Dis followed e Mova
oo, Albera and Ontario. Tmportant for the presem pwrposes ol analysis is the
compatizan of Alberta with the other Western provinces of British Calumbia,
Saskatchewsn wned Maniweba, It shows thal the Alberla foure of 512904966 15
S2T2562 above that of the average of SLOTE, 4T found in the other thres Wesivm
provinces.

This ez 15 o Tiwe willy daat repocled i the procedine seetion, Alberta M1As
without ar with supplemestany pay enjoy a package of compensation that is
considerably higher than that existing in the other Western provineas. Chan 0
showing the vidue of tansilion aliowances Dapiics thal tese payents are Lhe
tnain canse ol this superior positian for Al VILAs,

Chart 11
Present Vzlue of Total Compensation |

plus Transition Allowance
R0

wﬂ.f‘ﬂﬂ | Fuladyt ’ ok d 1 s e b o
oos R B it
o [ [ '. . -

Ot D : I
500802 : : . . . ;

i £] 1] ML Bl HE 5n e

[0S wih

Lass
B Fed

sewey: Snreasd et |

1V,  Policy Hecommendations

The preceding anulyvsis mid cmpiocal Gndings lead nie w make 1w
reconinendations for changes in the policies thay detgrmine the compensinion off
Alberia ML AS The goal of these changes s to being Albecta i line with the other

17
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Weastern proviness and to make compensalion now puid e fonn ol Lix-ree
allowaness more ensparenl.

Lo Leved of Compoensition

The dide in Clar & show tael the tofal campensation of Alberte MLAS who do oot
reseive gxig pay as ellicers of parlioment is out of Ene with thit of MU As inthe
cther Western provinees, event thoual 10 s less than that found in the much larger
provinees ol OQuebee omd Cirdo. Clarls 1-5 show that this high level in Albera
Ls attributable mestly 10 the very petierous payments made in the [ov ol transition
allenunees.

The same basic conclusion can be derived by considenng thue celevane chiarts
showing the compensatiog bevels and the tmnsition allowanees wid w MEAS who
hzve recetved extra pay serving as allicers of pacliament.

O the basis of tiese Nindings [ recemmend Crat the formuala wsed 1o caleuiag the
separition al lowimees padd o Alberie 3L As should be changed w bring the
resulting present value of all farms of compansation in line with these paid in the
olher three Western provinees,

T specific changes W the farmula should be worked aut in consultation between
experls amd MEAS and by considering lomeulas wsed I other provinees, The geal
of these congullerions should e to come up with a formula tha achigves the
desived objective of bringing Albera into line with other provinees sehile baing fair
o MEAs with dillerent lengths of service and levels of gxlra compensation fin
serving i oiivers of puclioment. Previsions should be made to pive Sl freotment
1o % A who endered servicr wnder the cxastnss conditions.

2 Repfucine Tax-fice Alfonvanees

[ the Tight of the Faer thae Alber and Quebee are the anly Leo provinees still
paving theie MEAs mx-Tree allowances, 1 recommend that Alhera join the rest of
G o Inees und replace these allowanees witl an Jonorcase m taxabbe ineome at o
lewvel which presceves the after-tax total nay thev roceived bofore the proposed
change.

Tre exuel imerause 1o laxalle ineonne measds to be determined in censulition

Pgpwien pay expers and w1AS, The wnadysis above s Basec on an assumed
margical ek rate of 33 percent and is far llustralion anly.
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Changring she ealeulation te a marginal tax rate of 30 pzreeat or 30 percant does nol
allect materialiv the basic Mndings avout present comditions presented abwve, b
could inlTeeace details aboud the new formgls used fae the calewlation of wwansigon
al lowwaneces.

Sl recoannemdation 15 Based onthe e hal the publ valees bighly
trunsparcney inthe compensation packapes paid tede ML AS Ao addivonal
benefic wonld be that M. As woueld no longes e Torged o deal with the public’s
deand Tor such tmnsparenc v, Frosumabbe, the proposed chinge also would put
prassures on Cebes W create a uniform wnd transparent treatment ol silarics e
WA and stop all debates abaut the izsue inall provingial legslares,

In my wicw, these benefits ace worth the transler 1o the federal povermcent o1 the
acetitional ineome @xes patd by the MEAs, espocially since wost al heae [urds axe
likely 1o e used Ty e feaderal government e finance benelins, o certatn propaclion
al which secrae w the citiveng of Aloera.

Heferrnees

Legislative Assembly of Allwerta, (201 1a) Jerisdictional Survey of Members™ Paa,
Apell 200 1, supplicd in spectal tabwilation by Clerk of Axsembly {Check for
SOUTEL],

Legislative Assembly ol Albcerw (2008, Members ™ Gnide, Dittrniation for
Menthers o indlomnitios. donefits, allowgnces, seevices gid Snevpaelianieniny
refutions

Logislative Assembly of Alberia (200 §e), Letter feom Wildrose Caucus, signed by
Ty Smith, eader and Rob Anderson Fimanes O, sent w Justice John
Wlajor o December 12, outlining spocilic aspaets of MEA compensaton thal
*tirectly influence the 1axpayers of this provinee™.

Neovgy Seorie WP Penston feview Report (20171 ), Reporz ol Ponel appointed by e
Speaker ol te Nova Scotia House af Agsembiy, Honowrable Dravid W, Grochy, €

{hadr, Tohn AL Morash and Ronald 12 Smith, sembers, Novenboer 30 Bl ad
bty fnsleaislatuee. cadpd (27 people/pensionveviow20 11 pd |

(B
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Falsson, William WP, (20020, Aivie ME Poasions: Poaelianeitearions Muse Lead
Carcdes s Move to Fabver, cred Hotter-Fuided Retiremeste. Januory 19

Wand, James (2001, “Swelmach, retiving MiLAs wwail ‘rdicaloos” polden

bandshake™, Cafgerr Herald, Tecember 81 hitesrokanderson, eafin-the-
madin neswspaper 32 7--sielmach-retirme-mlas-await-ridiculous- golilen-handshake
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AAON 1w

Apnil 20, 2012

BY EMAIL
PRIVATE & CONFIDENTIAL
Hon J. C MajprCC.OC

RE:  PENSION REVIEW FOR
MEMBERS OF THE LEGISLATIVE ASSEMBLY OF ALBERTA

Dear Hon J. C Major

The pusposs of this leter & b Bxamere & possble retrement plan for members of the Legsiatws
Assambly of Abera 1n mesdng M pulposs, R et

= Provides commentany on retinement plan dessgn and implermeniason quassons;

s Funesws rith managamsnt in dafined bane®t pansion plans; s

» Dwwelops cost estmales of allernatne mtrement plan designa

h\w-ﬂm
The iglicraing paragraphs w-mﬂ'“mmﬁw-ﬂmuun
regisiened and supplameniary relvement plan for membses. of the Legsinine Assembiy of

Carrmll Trandls - The pursl bew péns furve sessn e neniroduction of defined benelil penseaon pins for
MLAS in many junsdchions afer they wene ciosed in the sary o mid=1860s. BC and Manilohs s
DS o provencss Thal have Penirosused aehined Beneft plans for their MLAS.

Rescent meda atterhon is starkng onos agan 10 loous oh dflenences in pensesn benelits provided o
amployees in fhe public and privale seciors. Whils nod dinsctly applicable 1o MLAS. there is
speculabon il changes are in sioee for MP pansions as & precursor o e Feceral Gossrman
Opning WP Pl design ducissong relating 1o the Federal pubdc sersce pensson plan

The sustmnabilty of currend public secice pancn Brrangements & in guastion and thers ane
wuliginegs undeiedy [0 examing Tanous solhons As Canadians. aew living longer and defined benedt
DA, Bl T Mks GOMimon in e priviile secion, wi sxpect D see pulbic BaCior plans move o
iler retament Bges, less pEnenous banefls, member contribution rates closer 1o 50% of the ioml
conl and greater risk Shaning Debween plan mamiben snd plan sponson.

Wiahilty of Pas! Sanvice - I is permisssble fo introduce 3 delined benedl plan (el alss provides a
pansion in hespeci of sardoe priof o the efiecive date The main seues mgaring the ecognition ol
pasl senace relate bo the additional cost of recognizing pasi serace. how et cost i shared bebween
MLAS and the Assernbly . delermening how much past ssnios should be recognzed, and
mmunmummquwuﬂrn

VDR - HINA Areras, Do B0 | Damonion. Aterm TR 077
Tesgraa FISATE 1O | Pl TWOATEEIR | www diee e
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AON icwin

Han J.
April 20,

it

income Tax Act  Due io the complsty of ihess BSUSS, T recogrilion of pamt servics i nol
recomeTesned

Tiar fred alkcavance - Pendionabis eamings iof & regishensd penson plan would be He amour in
raspect of @n indhacluals smpicyment That m lmbed b ther incoms undes e lncoms Tax 42 In
cifer worcs, the WLA'S (B fres aliwancs would not be penstanabls samings fof & regsiered

penman pian  Theredons, any Ex fnee allowance would only be applcabie io benefit calculations

righer ol relaing 10 BN regisened Dian, i MLAS CONBNE [0 el B T el pliowanos.

If thens was no tax free slowance hen all eamings up io the limis under e income Tax Aot would
bl ApEed 10 e registensd plan  Benafits which accsed those pammilied under the inoome Tax dcf
would b provided by & supplemsninry plan snd e supplementary plan would have a lower cost,
TeEIE 1 BN regSieres plan

Reguiensd Pan versus Supplementary Plan - Most MLA defined benefit plans in Canada provice
paFmions N axcess of hoss That & permissible under e income Tie Act Conssguently, all
funsdictons providing defingd benelil perns 10 MLAS wil hive & registersd ard supplemertary
plan io provide the ioial peemcn.

Thi regisiensd plan provides § persson up 1o the incovne Tax Acf limits and the plan
prenacdias the sxcess.  MILAS do ol Bay 80 i @ feapsst of the pension By ane saming whils still a
Mambar i is only once thay slaet 1o reSeive thisr MLA panaion Shal By pay e and penson from
the regasiessd plan ang supplemaniaey plan & xEbis 28 i1 5 ecaed

Waahng Fules ~The vealing pensd in a defined berslt plan for MLAs generally cofmespond 1o Bhe
iengin of @ Typoal Assembly, (four of fre yedra) 1o ersure That anly Members who serve a ful berm
qualify for @ pension. For Members slected a0 by-slection, thenes mary @lo be & four or fve year
WESHrN) provison so that Sy don 1 hate 80 wad 1o re end of Tl second Assambly 10 D vesled
Enorer vesting pancds often resull in higher pensaon costs a3 more Membees recera e MLA
Diann And B0 nchkhbe SaminEniion ookt dus o P higher volume ol penson caloutatons

Registration Process and Timing = Theee ane b possdnditas for regisiraton of & relesimant pian
wnder e noome Tar 4ol

Firsl. we nole ihal the Membevs of the Legrs\atve Assemnbiy Parsion Plan Ac is sl in force We
mmwmm-uu1hnuuw ursder the Incoms Tar Acl 8s B regesteced
pengion plan, in which case there 8 no nesd o regisier & few plan of Acl  Onoe ihe

Emandmaes harl Dein made 10 e Act Bnd [ arrslndmsnis s in lorcs the pien i “lva”™ The
mmmhuMnﬁnmwmummmh
foroe Thir prowisions can be mssumed 1o be in efecd and

EHlCulBlonS SBi SOMTEnoE

It @ rawar A2 5 coamimmipladng. thaen th plan can commencs aperalion. Hcisding contribulbion
wathhoidings and servics caiculaions after the necessary mgalrabon Jocuments. have been Bed with
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AON i

Hian J. C.
April 20,

i

CRA. A pension pian & deemed b0 be regesterod undge e ncome Tax AT when applcabion for
wﬂl‘lm Tax Aot is made and the plan complies #ith subsscton B507(1) of ;e

Apphcaton would inchude completion of a prescribed form TS10, and the
mnmmunm fursdng documents. any sgreements ety 1o S plan aed
all resolutions relating i i plan

Chnfird comibifion vA Sefinesd Baviafl — Defined contnbuhion plans delrver feed costs and uncariain
PERNRIDN INCOME, Wil M bars Baaning all of the imsestment, longevity and interest rate risk.  Defined
Eenafit plans typcally hared volatile, Wres prediciable costs in axchangs for deinenng predictable
pensions. mon afficenily Dy pooiing FrBImant. intenesl rEle Bnd longeyity isls which are assumed
by e plan Sponacr. mﬂmmmwmnwmmm
characisistes of dedined contribulion and defined benefit plans.  Appendo: B provides mane
Mnnnmummnw“ igperdio C shows thad two of
tha T4 MLA plane are dedined coninbution placs and e remaning 12 ame defined benefi plans.
Apponoi: E provides 8 companson of DG va. DB reliiement pensions.

Sevvce s — Manmumn servce bl are bypcally nchuded i defined benedt plans 1o avosd
MHMlmrﬂlm & pansion that is 100% or more of thikr pre-rebinemant
incoma. This s parficulary e g in MLA plans el hice gconul rates of 4% or 5% per year of
sardice A iotal reSremenl income target {from pamscnal smangs, employment plans Bnd governmsnt
programs) of Ti% of pre-retirement aamings is often used as & ruls of Thumd when planning o
reRramBnL hough (e Beiugl tnget replacement msue will be iower o higher income lvsls  Having &
BENADE 1T & COMBiET] Ve e BRIOBCH [0 rebnemenl planning:

Al of the definesd benelil plans summanzed in Appendic O Pave Bl § MEGMET S8RA0E BTl o &
P overall Dension Emit

Earmings foymuls - Defined berafi plang clen have @ lormuls thal is based on best-avemge o
Cae -0 QR SATINgS. Carid Sieagh plOne péode B bes expensice, mons prediciabie ooss than
bersd averige plans. As a plan’s fnancai posscn mproves. e caeser BrBQe Tonmulis may b
updaed of indeed ko 4 Mo necent penod of ime. A canser average formula that is indeocd on B
Sahned prd Consaben! bika could be referred 1o o8 0 Career average revalued samings (CARE |
formnula. Howernar, by Tying ircredsss in e conser Sverige aamings base i fhe plan's funded
PosSion, if iy possitis 1o sngune that plan coats Bne mone Bhedeiaibls and sustiinabis in the kang bem
If plan axpenence m not suficently posiw D gINNIESD CHNMMT BVETDGE BBMINGS. updates ther the
mismibars’ pensacns will nol be as fegh as thery would have been with updstes

Of e 17 cedrad Banadl plans lebed in Appendix C, 2 have & carser average sarmings formula and
10 ane based on besl Sverage aamings.

The: length af the best average aamings paiod has only 8 small impact on costs, uniess the
el fontTauks 1 BaSed on combsned eamings of inchemrety piues [ xecyitnal TEETIUMEEton | i
Db I hat ciee, shorl paiods of Executhes service will huve o grealer impact on plan costs whien
th aviraging paniod is Bed shored. Alss, lor permions based on cominsd samngs. usng a best
AT BTN SOrmiile. Bnunes that pencds of Exscute sehnos are included i the persion
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Hon J. C, Magor
Aped 20, 7012
Page 4

picriie B shpatate, Bdditional, penson in respect of any
Esncutng remunaration (a.p Minisssr, Speaher, Premesr)  |n these cases, a Member with aight years
of MLA sarace, inCluging four years of Exscuis sehvics, wal B iverage MLA indesmnity of say
£10,000 and Execuive remunerabon ol S50 000 would necedve 8 pangcn Dased on Searage samings
of $70,000 for sight and S50, 000 for ancther four years rathes han & pansion based on
530,000 arrungs for mght yoBrs 10 Bha LAl Case Bhe penmion wil be hgher as the penson
basad on combned samengs for Bl aght years of senvice.

Pians which bass thesr persson on combined garmings. wall e i reginer sinang of The il
couty Bocnu 1 Executive Membens [Fan il pensons ang saparatedy for saoscLinag poRbons,
Az 8 resull, plans ihal base the pandion on comiened eamings will be mons costly, all other things
Ipaing ooqual Mumnmmmmummm
hoswerver it will nol be neoessany b0 irack senioe and samings by posion lor sach Member.

The precedireg distussion periains o 8 plan with @ bes| average samings formula A caneer 3vIrags
eamings fommuls mibgates the stustion of different samngs in dfersnt years, Snce under @ canser

in prepanng our Snalyais. W roted Tt of he ten defined benafn best average samings MLA plans
Esind in Appandiy mmmmnmuﬂmmmnwm
four plans. ane based On SEPATSID DENSONS. o7 INDSMMGES BN EXBCUANS FRMUNGTEH0A

Comparisan of MLA Plans

In Apganci C we havve summanzed fhe man provisons of MLA pension plans: ko sl of the provinoes
and iesriiones & Canada as well @ the House of Commong. gnd Senale. hased on informatan
provided 10 us by he Legisiative dAssembly of Alberia O the 14 pipdcions summarded, hao
Sponed i defined coninubon plan whiss the remusnder are defined benelt plans

Risk Management in Oefinsd Banaft Pans

As described above, defined banedt plans are mone efficent vehicies for prowiding retinemant incoms
Gl [0 the thol il e finandial ks are pooded across all beneficianes of B plan ather than beng
Exafrol by mach) b inairidusly  Fisks in 8 defined benefil pian ane heid by the pasn sponssr
Dafinad banafl plars 8re COMIng unde! NCreasng predsuns & Mheil costs Rave meen over he past
muhm i volablity. @ iy pear decling in SBnes! rales and incrEasing longety

Ongarzabons thal ahe concermed aboul managing the risks fat impac plan costs have a vanisty of
10ods @ Ihdel FRECEA 10 BNLE TBl e GOt nemaen sustamable  These ook Bl into four

calegones: plan desgn, invesiment policy, fanding pokcy and Bctubigl sssurmnphons gnd methods.

Pian design oinscusly impacts plan cost, so the choios of vesting pencd, samings femmls and cost
Sharng with plan mambers will determine the cost of the plan. The design features thad typcally hune
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AON i

Han J. C.
mmm
Page &

the greates| impact on cosis are cosi of ineng proiechon. aarly retirement festunes. (he sarmings
forruila and of oourse the pension acorual formuda ssell  The choce of dedred Deneft varsus.
defifed caninbution will impad cost volatilty but not necessanty th lovel of cost. as costs can be
SCAMIT U oF (et Dy BPANNG Te pan deaign imatues

Insestment poiicy has an Imporiand empact on long 80m plan costs Thie greatar the reburms ans from
plian ifreastmants the iower the leval of contribubions that am reguinsd from the plan membars 8
ool T Gfcully (hat masy defned beneft plars fave run inta s the voasidy of imasomens
returns; ghort e underpaniormance of plan asssis ofen resulls in higher short em costs. Tha
otfr problem has 1o do with (T assumsed rede of Smestmend retumm, which we will discuss & bifle
laler. B s important Bhat sach plan adcpt a0 mvesiment pobicy that 5 consigient with the ability of
plan mambers and the sponscr 1o withatand lemporary pencds of underperiormancas.

A funding poley ietifies the Beiom that infusnce the level of contribuions 1o a plan, and typcally
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1:03 p.m. Monday, January 23, 2012

[Justice Major in the chair]

Justice Major: Good afternoon, ladies and gentlemen, and thank
you for being here. My name, as you may know, is Jack Major.
I’'m conducting an independent review of the compensation and
benefits provided to Members of the Legislative Assembly at the
request of the Speaker of that Assembly.

As far as my personal background is concerned, I’ve practised
as a lawyer in Alberta since 1957. I then went to the Alberta Court
of Appeal in ’91 and to the Supreme Court of Canada in 1992,
where I stayed until December of 2005. On my return to Calgary I
joined the Alberta Securities Commission as an independent
member. In May 2006 I was appointed as commissioner to
conduct an inquiry into the crash of Air India flight 182 and
published a report on that in 2010.

The task of this commission is to make recommendations to the
Assembly of Alberta regarding compensation and benefits for
Members of the Legislative Assembly. In trying to do so, we will
encompass a number of factors, including current members’
compensation, benefit levels, and crossjurisdictional comparisons.

After consideration of the wide range of factors I will report to
the Speaker of the Legislative Assembly by April of 2012. That
report will be tabled and its recommendations debated in the
Legislative Assembly. Of course, any recommendation made by
this committee is subject to the wishes of the Assembly, and they
can vote it in or vote it down.

As part of this review I’'m seeking input through a province-
wide consultation process, giving the public the opportunity to
express their views on what they think their elected
representatives should be paid and under what circumstances that
should be done.

I would now like to introduce to the group our first witness.
Would you identify yourself, please, for the benefit of the
audience?

Cheryl Scarlett, Director, Human Resources,
Information Technology, and Broadcast Services
Legislative Assembly Office

Mrs. Scarlett: Thank you, Justice Major. My name is Cheryl
Scarlett. I'm the director of human resources, information
technology, and broadcast services with the Legislative Assembly
of Alberta. The staff that work for the Legislative Assembly
Office support the Speaker and the Members of the Legislative
Assembly by providing nonpartisan procedural, administrative,
and educational services. The responsibilities for the
administration of members’ pay and benefits rests with the human
resource services branch of the Legislative Assembly.

The intent of today’s presentation is to provide a brief overview
of members’ remuneration, benefits, and entitlements as they exist
today. In the presentation today I’ll be providing information with
respect to members’ pay, health benefits, MLA pension plan, and
the transition allowance.

The authorities that govern members’ pay and benefits are
determined in accordance with the Legislative Assembly Act and, as
delegated to the Members’ Services Committee through the
Assembly act, the Members’ Services Committee orders. Members’
pay is set in accordance with the authorities with the exception of
remuneration that members may receive in recognition of their
service on government committees. The authority for these
appointments, the government committees, is determined by the

government of Alberta as detailed in appropriate orders in council
or ministerial orders.

All members receive an MLA indemnity and tax-free allowance.
In addition, members may be eligible for additional pay based on
appointments for various roles in addition to the MLA indemnity
and tax-free allowance. The Legislative Assembly is the paymaster
for all remuneration, including those payments made on behalf of
the government of Alberta. An example of these types of payments
would include Premier, minister pay, and government committee
remuneration. Payments processed by the Legislative Assembly on
behalf of the government are charged back and reimbursed to the
Legislative Assembly by the government.

Of note: all member remuneration is paid based on working 365
days per year. As a result, members do not have casual or general
illness entitlements nor any vacation entitlements or other leave
entitlements.

With respect to their remuneration all MLA remuneration, as I
stated, except for payments for service on government committees is
set pursuant to the Legislative Assembly Act and as authority
delegated down to the Members’ Services Committee. I will provide
to you a current remuneration chart, and this chart is posted on our
website, the Legislative Assembly, and will be on the MLA
compensation review website as well as a link for reference as will
all other tablings that I make today.

Justice Major: The material you’re speaking to today will also be
available at the back of the room when we’re finished?

1:10

Mrs. Scarlett: Yes, it will.

In addition to the member remuneration chart, there’s also a link
to something called the Report of Selected Payments to the
Members and Former Members, and it, too, is posted on our site.
This report provides details of payments to all members, including
remuneration, benefits, allowances, travel expenses, and payments
that are made under the MLA pension plan and the public service
pension plan.

Members’ compensation decisions per the Members’ Services
Committee have varied throughout the years. However, the current
formula for member compensation adjustments is in accordance
with the decision of the committee made on October 5, 1998,
whereby components of member remuneration are to be adjusted on
April 1 of each year by the same percentage increase or decrease as
the average weekly earnings for Alberta as reported by Statistics
Canada’s Survey of Employment, Payrolls, and Hours for the
immediately preceding calendar year.

I have for you a summary of the historical adjustments back to
1989, and this, too, is posted on our website. I think it is important
to note that it was the decision of the committee to freeze increases
for member remuneration for the last three fiscal years.

I’d like at this point to table for you the MLA remuneration chart,
the link to the selected payments, and the historical compensation
adjustment.

Justice Major: Those will be marked as 1, 2, and 3. They’re three
separate subjects?

Mrs. Scarlett: Yes, they are.

When looking at the remuneration chart, one will see that there
are various components of member remuneration. All members
are eligible to receive an MLA indemnity and a tax-free allow-
ance. The current MLA indemnity is $52,092 per annum.

In addition, all members receive a tax-free allowance equivalent
to 50 per cent of the indemnmity in recognition of expenses
incidental to their duties. That amount of money is $26,046. The
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authority for the tax-free allowance portion of remuneration is
pursuant to section 81 of the Income Tax Act, Canada. Again, I
have a copy for you of that excerpt.

Justice Major: On that subject, which causes a lot of confusion, the
effect of the tax-free allowance is an exemption permitted under the
Income Tax Act. In a manner of speaking you can describe that in
another way as being a contribution to Alberta MLAs by the federal
government. Is that not so? I’'m correct on that?

Mrs. Scarlett: Yes. We have done a quick, rough calculation.
Currently members receive a total of $78,138 per annum. If we were
to not have the tax-free allowance, based on our rough calculations
member remuneration would need to be approximately $90,700 to
provide an equivalent net remuneration to the members. Of interest
in that calculation is that the difference in the increased remun-
eration amount is also almost equivalent to the increase in the
amount of income tax that that member would have to pay.

Justice Major: The province of Alberta would be sending how
much to the federal government? More or less.

Mrs. Scarlett: If we were to take those assumptions and apply
them across the board to all members for this fiscal year, it would
be just over a million dollars of extra remuneration that we would
be paying and that would be incurred to our budget, and
subsequently all those members would be submitting approx-
imately that same amount in additional income tax.

Justice Major: Do you see any particular benefit to the province
for doing that? I mean, there’s an argument that we see on
transparency, and I think that what’s important in this is the
transparency that the federal government is making the payment,
in effect, by forgoing the income tax. To exaggerate, isn’t every
citizen in Alberta better off with the tax-free allowance being
absorbed by the federal government than being absorbed by the
province?

Mrs. Scarlett: 1 don’t believe I’'m in a position to make that
determination.

Justice Major: No. I think you can if you just reduce it to the
simplest terms that I’'m talking about. Right now the federal
government says not only to Alberta but to all the provinces:
you’re entitled to be exempt from taxation up to a certain amount.
If you’re not exempt from taxation, then the Alberta MLAs would
pay it, but in effect the province, the citizens — it would be one
more expense to the province.

Mrs. Scarlett: You’re correct.

In addition to the MLA remuneration and tax-free allowance,
you will also see on the chart that members may be eligible for
additional remuneration, and that has been broken into groups.
One is referred to as office other than MLA, which includes
additional remuneration for Premier, Speaker, ministers, Leader of
the Official Opposition, Deputy Speaker and Chair of Com-
mittees, Deputy Chair of Committees, and leader of a recognized
opposition party.

There’s a third component called special members’ allowances,
which provides remuneration for House leaders and whips.

There’s a fourth component that addresses remuneration for
members that are appointed to Legislative Assembly committees.
These are the all-party committees of the Legislative Assembly.
On that chart it details that there is different remuneration for the
three categories of committees: category A, category B, and
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category C. Presently we do not have any category B committees,
and the remuneration for categories A and C, as detailed on the
chart, provides that any member can be paid for up to a maximum
of three committees, not to exceed a maximum payment of
$3,500. So, as detailed, if appointed as chair to a Legislative
Assembly committee, the chair would get $1,500 per month, a
deputy chair is eligible for $1,250 per month, and a member
would receive $1,000 per month, not to exceed a payment of
$3,500 and not to be paid for any more than three committees.

In addition, the Speaker and opposition leaders receive $3,500
per month in lieu of all committee participation.

As I referenced earlier, a member may also be entitled to
remuneration pursuant to any appointments on government
committees. However, the Legislative Assembly is not responsible
for those appointments; rather, the remuneration for that is set by
the government of Alberta. Presently the current authority for
those payments is set pursuant to orders in council 450/2011 and
526/2011 as well as 466/2007. 1 have for you a copy of those
orders in council.

The remuneration that any given member may receive is solely
dependent upon which committees and how many committees
they may be appointed to, but there are seven different subsections
that detail how much a member may receive dependent upon the
appointments to the various different government committees. Of
note in that as well is that there is pay provided for members of
Executive Council in lieu of participation on all government
committees, and that amount is $2,967. As well, there is pay
provided to the President of Executive Council, that being the
Premier, in the amount of $3,483 per month in lieu of all
participation on government committees. Ministers and the
Premier are not eligible for any remuneration on Legislative
Assembly committees. I failed to mention that.

Again, in summary, pursuant to the information provided, there
are many different sources of income in addition to the MLA
indemnity and tax-free allowance that a member may be eligible
to receive.

1:20

One final point before I leave the MLA remuneration. I have
also a final tabling for you. This tabling provides an updated chart,
information as of November 1, 2011, of all jurisdictions across
Canada with respect to strictly the member indemnity and expense
allowance comparison. In that Alberta is still second last with
respect to MLA indemnity and expense allowance. Again, of those
only four jurisdictions still have the tax-free expense allowance.
The others do not. So I table that for you, sir.

To ensure that all appropriate withholdings and benefit
entitlements are calculated and administered appropriately, the
Legislative Assembly is responsible, through our human resource
services branch, for processing all payments to members and
managing their health benefits and entitlements. As such, they
work in conjunction with the appropriate entities to track all
appointments and ensure that members receive the appropriate pay
based on their multiple appointments. All payments are processed
by the LAO. Again, anything processed on behalf of the
government is charged back and reimbursed by the government to
the LAO.

Now, in addition to member remuneration, members are eligible
for other entitlements, and I'd like to spend some time
highlighting those. Members are eligible to receive an RRSP
allowance once per fiscal year, and per the order once in every
fiscal year there shall be paid to every person who is a member
and has served a minimum of three months in that fiscal year an
allowance equal to one-half of the RRSP dollar limit for that year
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as established pursuant to the Income Tax Act of Canada. So the
RRSP allowance for the 2012-13 fiscal year will be $11,485. This
allowance is paid as taxable remuneration; however, a member
may request that the LAO transfer this payment directly to the
member’s financial institution to be applied against their RRSP
account provided that the member has the required RRSP room
that has been identified on their notice of assessment and that they
have completed a declaration with us confirming that they have
such.

In addition, members are eligible to participate in what we call
the MLA health benefit plan, and it is named Members’ Choice.
Members are provided with a health benefit plan that’s intended to
parallel the benefits offered to management employees of the
public service of Alberta. Members® Choice, like the management
employees’ plan, is a combined benefit plan offering members the
flexibility to review and change coverage levels every two years.
Coverage options are provided for the following health benefit
plans: prescription coverage and extended medical coverage,
including emergency out-of-Canada travel coverage; dental
coverage; and life insurance coverage. Premiums for these plans
are paid both by the Legislative Assembly and the member.

Members who participate are also eligible to receive an MLA
long-term disability insurance coverage. The long-term disability
insurance, LTDI, provides partial income for a member who
becomes mentally or physically disabled during their term and, as
a result, must resign their seat. The disability benefit is 70 per cent
of their total eligible recurring annual salary at the time of their
resignation. There is no minimum service requirement for this
benefit, and the benefit would continue until such time as the
individual is deemed fit to return to gainful employment or
reaches the age of 65. However, this plan differs from a normal
employee plan in that there is no option in this case for the
member to return to work as a member as the member has had to
resign to obtain this benefit.

Effective April 1, 2012, members will also be entitled to a
health spending account. This account will be in the amount of
$950 per year, and this benefit parallels a plan being implemented
also for the public service management employees as of April 1.
Although the criteria for eligible expenditures are still being
developed and our criteria will be consistent with the public
service program, we know that the approval of all eligible claims
will follow the Canada Revenue Agency guidelines for eligible
medical expenses.

We also have an extended benefits option for former members.
What this benefit provides is that members have the option of
continuing participation in our health benefits plans when they
resign, choose not to run for re-election, or are defeated. The
coverage that we provide includes prescriptions and extended
medical, dental, and life insurance coverage, and it’s based on the
level of the member’s coverage at the time of their retirement as a
member.

Justice Major: Does that medical plan differ much from what
civil servants get?

Mrs. Scarlett: The MLA benefits plan parallels and is very
similar to the benefits provided to management employees of the
public service.

On the extended benefits option plan, the EBO plan, premiums
continue to be paid by both the Legislative Assembly and the
former member for the first five years. Thereafter they can stay on
the plan, but the former member is responsible for paying the total
cost of the premiums. The participation in the plan terminates at
the age of 75, or in the case of the life insurance plan it ends at age

70, or it may end sooner if directed by the former member.
Members can drop their coverage in whole or in part at any time;
however, once they drop the coverage, they cannot recommence it
at a later date.

MLA pension plan. The MLA pension plan was established
originally in 1969. The service formulas and the contribution rates
have changed periodically throughout the years; however, the
MLA pension plan was suspended in June 1993. What that meant
was that all members who were not vested at that time, meaning
all members who did not have five years of pensionable service,
received a refund of their contributions. As a result, all members
who were elected in 1989 or thereafter do not or did not have a
pension benefit pursuant to the MLA pension plan.

The MLA pension plan as at 1993 was based on a formula of 4
per cent of the highest average pensionable allowances for three
consecutive years times the number of years of pensionable
service in the office. However, there was a retroactive revision
made to the plan that reduced the members’ pension benefit from
4 per cent to 3 per cent on all service accrued after March 19,
1989. At that time, the time of suspension, both the Legislative
Assembly and the member contributions were based on a rate of
10 per cent plus an additional 1 per cent that was set aside toward
meeting the plan’s unfunded liability.

The last benefit I'd like to speak about is the transition
allowance. Historically, this allowance was initially approved in
July 1988 and at that time was called a re-establishment
allowance. The allowance provided members, if they those not to
run or if they were defeated, with an amount based on the formula
at their time of retirement.

1:30

Based on the initial formula, the re-establishment allowance in
1998, the formula was as follows. They received the amount of
one month’s indemnity in tax-free allowance at its highest level
multiplied by the years or part years of service as a member, with
a minimum payment of six months and a maximum payment of 12
months.

That allowance was renamed to a transition allowance in
October of 1998 and the formula was amended. The formula then
was a two-part formula, wherein the first part of the formula for
all service prior to March 20, 1989, was based on multiplying the
highest rate of the member’s monthly indemnity and tax-free
allowance by one month for every year of service to March 20,
1989, and subsequently two months for every year of service from
March 20, 1989. In calculating the years of service, the most
recent years of service shall be counted first, and there was a
maximum of 12 years of service payment awarded.

No person shall be credited for any years of service as a
member for which they had previously received a payment. So if
they had been a member and retired and received a payment as a
re-establishment allowance or transition allowance and then were
re-elected, they would not get credit for that previous service.

Justice Major: But they could accumulate a new. . .

Mrs. Scarlett: Their formula would be based on their service only
from. ..

Justice Major: From the date of their re-election.

Mrs. Scarlett: . .. the point in time that they return the second
time. Correct.

The transition allowance was subsequently changed again in
August of 2001, and this is the present formula. Again, the present
formula is in two parts. For service before March 20, 1989, a
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member would receive payment based on multiplying the highest
rate of their indemnity and tax-free allowance by only one month
for every year of service up to that date. However, for service on
or after March 20, 1989, the calculation is based on total member
remuneration, that being the indemnity, tax-free allowance, RRSP
allowance, office other than special members’ allowances, and
remuneration for their legislature and government committees.

That formula for all service after March 20, 1989, uses a formula
of A times B times 3, where A means the average monthly salary
based on the three calendar years in which the person received their
highest salary times B — the number of years that the person has
service from the period of March 20 forward — times 3.

Again, no person shall receive credit for any service for which
they have previously received a payment.

Justice Major: There is no limit on the number of years?

Mrs. Scarlett: There is no limit on that.

There is also a transition allowance order that provides a death
benefit. That order says that when a person who is a member dies,
there shall be paid an amount equivalent to the amount of the
transition allowance that the deceased person would have been
entitled to at the date of death. This death benefit payment would be
administered in the form of a life insurance policy that has been
established strictly for this purpose. Members designate a
beneficiary on our files for that purpose.

Now, with respect to the options that members have at their time
of retirement, under the present guidelines that are set out by the
Canada Revenue Agency, CRA, a transition allowance is considered
to be a retiring allowance. The term “retiring allowance” is an
amount paid to officers or employees when or after they retire from
an office or employment in recognition of long service or for the
loss of office or employment.

As a retiring allowance there are some administrative provisions
that a member can decide to exercise. One of them is a deferral
option on the payment. Presently a person who is eligible to receive
a retiring allowance may elect to defer the payment of the amount of
that allowance over a period of years. However, the decision
respecting the specifics of the deferred amounts to be paid is
required immediately at their time of retirement or loss of office,
and once they make those decisions, they cannot come back and ask
us to change those decisions.

Justice Major: Is it any more expensive for the government, how
they elect?

Mrs. Scarlett: No. On any deferred amount there is no interest paid.

Another option to the member because, again, this is a retiring
allowance is with respect to a slightly reduced tax rate. Retiring
allowances are treated as lump sum payments. Therefore, there is a
slightly reduced tax rate. There is a chart that basically indicates that
for all payments over $15,000 tax can be collected or withheld at a
rate of 30 per cent instead of full tax. So the member has the option
to ask us to withhold at the reduced tax rate when we pay out any of
those payments. However, it’s very important that the member
know that depending on all sources of taxable income throughout
the year the member may still be required to pay additional tax at
the end of the year when they file their income tax.

There is also an RRSP transfer provision as a retiring
allowance. Again, in this there are two components to the RRSP
transfer options. The first is for members who have service before
1996. Again, pursuant to Canada Revenue Agency’s guidelines
for retiring allowances, members who have years of service before
1996 are eligible to directly transfer a part of their retiring
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allowance to an RRSP in their name only. The formula for that
amount of transfer is $2,000 for every year or part year of service
before 1996. This eligible amount of RRSP transfer is over and
above any normal RRSP room a member may have. But, in
addition, any member may on the payout of their transition
allowance direct us to send to their financial institution an amount
of money that will be applied against an RRSP account in their
name providing that they have the required room to do so and that
they have signed a declaration with us saying so.

As 1 mentioned, any deferred money does not accrue interest,
and I think it’s important to note that the present accrued transition
allowance liability is fully funded.

This, sir, concludes the overview of the MLA pay and benefits.
I thank you very much for the opportunity.

Justice Major: Can I ask you one question? You filed exhibit 5 in
which you outlined the comparators between the various prov-
inces and Alberta on remuneration. The two factors you consid-
ered were the indemnity plus what’s been called the tax-free
allowance. It showed Alberta members being paid $78,000, which
put them near the bottom of the provinces. You then explained
that they get additional revenue from serving on committees.
We’re just speaking not of whips and cabinet ministers but the
regular, ordinary MLA. Have you got a number? It wouldn’t be
precise because different MLAs would be on different committees
or different numbers. But on average what would an MLA’s total
remuneration in Alberta be, and how would it compare? Would
they still be at the bottom of the pack or close to it, or would they
be in a higher position? Do you know?

1:40

Mrs. Scarlett: I do not have an exact number for you. I have
some averages. Based on my memory of that information, they
would be higher, probably closer to the top, in and around
Ontario. The third.

Justice Major: What would the top be, more or less?

Mrs. Scarlett: Averaging somewhere between — again, I’m sorry;
this is from memory — $120,000 and $125,000 total remuneration.

Justice Major: So it would be, roughly speaking, about $40,000
more than the total of the tax-free allowance and the indemnity.
And that’s just arithmetic and based on your memory subject to
any correction that you may have?

Mrs. Scarlett: Correct.
Justice Major: Thank you very much.
Mrs. Scarlett: Thank you.

Justice Major: These exhibits are available if anybody in the
audience wants copies. They’re also, as you’ve heard, on the
website.

Our next presenter is the Hon. Ray Speaker, who I think is
familiar with this building.

Ray Speaker
Former Member of the Alberta Legislative Assembly
and Former Alberta Member of Parliament

Mr. Speaker: Thank you very much, Your Honour, for this
opportunity. I hope that in the next few moments I can assist you
in your major task that you have before you in dealing with the
issue of compensation for Members of the Legislative Assembly.
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In making my presentation, I thought to possibly give you some
assistance by doing three things: first of all, maybe talk about my
experience in this building and my period of time here; secondly,
try and define for you what I define as a member. You know, what
is their role? What do they do? That may assist you some in
whether they should be compensated more or compensated less or
where the balance should be. Thirdly, I’ll make some comments
relative to compensation as to what might be some appropriate
changes in that particular area.

As a bit of a background, I was elected to this Legislature . . .

Justice Major: Could I just interrupt you for a moment, Mr.
Speaker?

Mr. Speaker: Sure.

Justice Major: You filed a seven-page summary, which you’re
going to say. I just want the audience to know that that’s available
to them as well. There will be copies at the back.

Go ahead.

Mr. Speaker: Right. Fine. Thank you very much. I was elected to
the Alberta Legislature in June 1963, and eight elections after that
I decided not to run in January 1992 and then to seek a federal seat
in the constituency of Lethbridge. 1 was successful there in
October 1993, and I was in the House of Commons until 1997. At
that time I decided that some 30-plus years was long enough in
politics and that I should do something else in life and resigned at
that time. I decided not to run in the 1997 election.

In 1998 the Hon. Jean Chrétien asked me to sit on the Blais
commission. The Blais commission was established to look at the
allowances for Members of Parliament and the Senate. We put out
a report in 1998. Some of the recommendations I have here for
you today are a reflection of that report at that time.

During my Alberta legislative experience I worked with a
number of Premiers. I started with Premier Manning, in his
cabinet. I was in Premier Strom’s cabinet and Premier Getty’s
cabinet. Then during the period of time with Premier Lougheed I
was on numerous legislative committees and served as Leader of
the Opposition from 1980 to ’82. For a number of years I was on
the Special Standing Committee on Members’ Services, so I saw
that side of the administration as well.

I remember my first time coming to this Legislature Building in
1964. 1 was accompanied by a 20-year member from Lethbridge
from my hotel to the building. As we walked to the building — it
was my first time here after being elected — I came to the front
door and saw this giant hardwood door. Then after we opened the
door and walked in, I saw all of this marble — marble floors,
marble fountain, marble staircase, and marble floors above — and I
thought to myself: I’'m not worried about compensation; as a kid
from Enchant I’'m lucky to be here. So that was my first
encounter.

My colleague that was with me decided that he should
familiarize me with the Legislative Assembly. He said to me after
we got through the door: “Follow me. I will show you the
privileges of this building.” So then we came up the marble
staircase that’s just down below us out of this Carillon Room and
turned to the left. After taking 10 steps, we came to a door, walked
through the door, and he said to me: “Over there in the corner is
your coat hook. Put your name under it. That’s where you hang
your coat and hat.” Then he put his hand to the right and said,
“Over there is the washroom.” That was my first introduction to
Legislative Assembly privileges.

Then he went on to say: “If you don’t miss a day in the
Legislative Assembly room, you’ll get a full cheque at the end of

the session. Then you’ll maybe get some supplies.” So I got my
seat in the Legislature, and this member from Lethbridge was my
seatmate for a three-and-a-half-year period. The other thing he
said to me was: “Now, you’ll know when session is over because
there’ll be a flurry of paper from the press gallery. That means
we’ve prorogued, and the session is over.” Anyway, that event
happened.

Subsequent to that, I walked out of the Legislative Assembly
room — and I can still remember this — and to the right of the
staircase was a line of MLAs. Guys that had been there before
knew that they had to line up when session was over. They were
going into the Clerk’s office. So I got in line and finally arrived at
the Clerk, and the Clerk said to me: “Ray, here’s your $4,500
cheque, your payment for the year. You can go home now.” He
also said, “Here are your supplies for the year.” And he gave me
this cardboard box that they had gotten from some source of goods
that came to the Clerk’s office. In the box was about 12 pencils, an
eraser, six loose-leaf rings, paper clips, one pack of legislative
paper, and a pack of envelopes. That was our supplies for the year.
Following that, our salary did increase to $7,200, but the box
practice continued into 1971.

We did have some other privileges, though. During that early
session four ladies were hired in a secretarial pool. You had to
stand up at their desk and dictate to them, and when you were
finished, you left and came back and picked it up, and that was it.
There was no office space. There was no telephone number in the
Legislature for the members at that time. The hotel operator took
all of our calls and gave us a list when we came back from the
Legislature. You returned your calls from the hotel. The Alberta
Government Telephones gave us a telephone pass for long-
distance calls, and that was very, very helpful.

A minister at that time was appointed full-time. They were
considered to be living in Edmonton on a full-time basis. A
backbencher at that time was only a part-time participant in the
legislative process. Once they had received their cardboard box,
they were to head back to their business or whatever else they
were doing in that part-time assignment and to balance their
legislative time with their profession — their farm, their business,
their teaching — or their employment or job, whatever it was. At
that time sessions started in February and usually ended in the
early spring. Most of the members represented rural constit-
uencies, and they knew they had to get back to farming.

The tax-free portion — and Mrs. Scarlett and you have discussed
that earlier — at that point in time was considered the expense
allowance for the MLA. It was very clear at that time. That was
your expense allowance, so you weren’t really deserving of
anything beyond that. That was it. But late in the 1960s we did get
an extra $10 per legislative day as compensation to pay for our
hotel bill. In total that was it.

1:50

Now, the reason I point out this experience is not to give a
history or because I have the opportunity of speaking about it but
to show the contrast of what happened in that period of time and
how the member was treated in contrast to maybe what happened
after 1971, that period of 1971 to 1978. It was a period of time
when Alberta’s economy boomed. In 1971 the budget was a
billion dollars in the province. At the end of 1985 it was nearly
$10 billion dollars. In that period we had a major increase in
government expenditures, a major increase in sort of government
involvement or responsibilities, and members were required to
transition from being part-time to where it was more of a full-time
assignment. You were away from your home more. You were
away from your family more. You were away from your business
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more. We had a spring session, and then the fall session became
part of the permanent process, and that took more time of the
member.

There’s a long list of the supplementary benefits that were
implemented during that period of time — Cheryl outlined those
earlier to you — because of the transition and sort of the definition
of the member and the requirement of the member to be more of a
part-time person in the Legislative Assembly. I don’t know
whether you want me to list those or not.

Justice Major: You can. They’re helpful.

Mr. Speaker: 1 could do it very quickly. Supplementary benefits
at that time. Well, members were, first of all, paid a monthly
salary. You didn’t have to wait until the end of the session to get
your salary. You were put on a monthly salary.

Secondly, then supplementary benefits were increased in the
form of increased health, life insurance, dental, gasoline credit
cards, mileage allowances, bus and flight allowances, temporary
residence allowances, parking and taxi allowances, spousal travel,
committee allowances and expenses, constituency office budgets.
There were legislative office budgets, promotional budgets,
telephones and electronic equipment were supplied, severance
allowances, and the change to a defined benefits pension plan. So
there was a significant increase in supportive facilities for the
members of the Legislature.

Justice Major: Remind me again: what year are you in now?

Mr. Speaker: Between 1971 and 1985.

Then if we go to the early 1990s, the MLA pension plan became
very much of a public issue. Mrs. Scarlett has described the
changes that occurred in terms of the pension plan. The pension
plan was terminated in 1993 and other plans put in place: the
taxable allowance and the transition allowance.

Again, now we’re in 2011 and 2012, and what we hear from the
general public is that all of these benefits are just too golden. I
think that’s why, you know, in terms of your commission hearings
the public is saying that. There is this sort of conflict between
what seemingly are the benefits that have been there for the
members of the Legislature and what the general public sees as the
right benefits that they should have. That’s going to be the balance
that you’ll have to be able to accommodate in your report.

The questions, then, that I raise with this bit of background are:
what is the current role, what are the challenges, and what is the
adequate compensation for a member of the Legislature?

Justice Major: Mr. Speaker, before you get to that, it would be of
interest, I think, to those of us here. We know what an MLA does
more or less in Edmonton when they’re in session, but take us
back to your home constituency. What do the people who elect
you expect from you when you’re back home?

Mr. Speaker: Well, after spending five or six months of the year
in a hotel here in Edmonton from Monday to Friday, when I'd
arrive home on Friday night, there would be people at my door.
I’d have a telephone list of 10 to 20 different people that had to be
phoned and had to see me and had to talk to me on the weekend.
Plus, in the summertime you had anywhere from eight to 12
parades you had to go to, multiple functions on the weekends that
you had to attend when you went back to your constituency. They
expected you to be there. You had to be there, so you tried to
accommodate that to the sacrifice of your family or your business
because often when someone would call and say, “Would you
come to our meeting?” or “Would you come to our function?” you
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agreed to it. As you look back, maybe there were times when I
should have said: “No. I can’t because I’'m doing something with
my family.” But as a member normally you just didn’t do that. So
that was part of it.

The other part of the relationship between, say, my constituency
of Little Bow and Edmonton was that travel question. Most of the
time when air travel came out of Lethbridge, I was able to get up
at four o’clock at the farm, drive into Lethbridge, get on the
airplane, and be here at my office between 8:30 and 9 o’clock in
the morning. But you had to get up and get started. Then there was
a problem going back home. The Legislature went until 5:30 on
Fridays. It was very difficult to get home on a Friday. Then we
decided to have morning sessions, which assisted that quite a bit.
Normally it was late afternoon by the time you got back to your
farm or back to your home on Fridays.

Then, as I say, there was a whole set of obligations that were
right there facing you after you did return home.

Justice Major: It’s difficult to put a percentage on it, but would
you think that 50 per cent of your time and other MLAs’ time
when they were home in their constituencies would be taken up
with constituency matters?

Mr. Speaker: Oh, 75 or 80 per cent.
Justice Major: Seventy-five or 80?

Mr. Speaker: Much higher than 50. Oh, yes. It wasn’t 50-50. No,
no. It was much higher. Yeah.

You know, I say this in fairness. In rural constituencies your
obligations were higher than, say, in urban constituencies. In
urban constituencies you could control your time better than you
could in rural constituencies.

Justice Major: Well, there would be very little travel within the
urban constituencies.

Mr. Speaker: Right. Yeah. You could go to an event. I think one
of my colleagues quite close to Edmonton could slip out to a
turkey supper out of town, have his turkey, walk around, shake
hands, and go home. He’d spend maybe an hour or an hour and a
half doing it whereas for me to go to a turkey supper back in Little
Bow, it was like a whole day of time to do that kind of thing and
much different. Much different. Is that helpful?

Justice Major: It is helpful. I suppose the urban MLA would
have more members in population. For instance, a constituency in
Calgary or Edmonton would have a greater number of people than
the smaller area.

Mr. Speaker: Right. They do have greater numbers, but people in
the urban constituencies have the government facilities quite close
to them. Because the government facilities are there, the offices
are there, they short-circuit a lot of the constituency problems like
welfare problems, let’s say, land problems, health problems. The
constituents are more apt to just on their own go to the local office
and deal with their issues whereas out in the rural area with a
welfare problem or a family problem or a social service problem
or an agricultural problem they come to you. They say: can you
help me go through to this office and solve my problem? There’s
much more contact between them.

1 think that in terms of a balance, in terms of a workload I know
I held what were called presession constituency meetings before I
came to the Legislature. Every year I would take two weeks and
walk the streets of every one of my towns. I would have anywhere
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from, oh, 200 and sometimes 500 items on my list when I came
back to the Legislature of people that wanted me to deal with certain
issues or do something whereas for some of my urban colleagues —
and I want to say it in all fairness, and they can defend themselves —
I didn’t see the same list.

2:00

Justice Major: Did you see any problems that they had? I
understand your problems. What would the headaches, if I can use
that word, be for an urban representative? Can you think of any?

Mr. Speaker: Well, I think his biggest problem would be access to
his constituents, to really on a personal basis be able to create this
communication where they are the representative and can help them
with some of their concerns and their problems. I think that is the
biggest issue and most difficult thing and the biggest challenge for
an urban constituency representative.

Justice Major: The personnel in your constituency would be more
or less stable as compared to an urban one, where the turnover
would be.

Mr. Speaker: That’s a very good comment. Right.

Twice a year when I did this travel through my constituency at
the street level, before I arrived in town, I would take the phone
book out and refresh my mind as to who would be in town and
where they would be standing. Year after year you’d drive into town
and Mr. So-and-so would be standing at the front of his store doing
this, and somebody at the garage would be standing there doing this.
It was very predictable. With the reduced population in the rural
areas, I would think it’s still that same circumstance.

Justice Major: Continue. I didn’t want to interrupt, but I did.

Mr. Speaker: No. That’s helpful.

This is my own definition, Your Honour, with regard to the
definition of an MLA. This is how I would describe it. A good MLA
is one who knows how to listen — that’s the first thing — secondly,
can create new ideas to meet constituents’ and Albertans’ needs;
thirdly, is awake enough to know when and where to intercept the
legislative process. To me that is their core responsibility in their life
as a member of the Alberta Legislature. The compensation and the
legislative privileges that they may get after that are there only to
support and enhance the role, to make sure they can take advantage
of the opportunities of assisting the people that they represent.

Now, I say this. There are some challenges beyond that because
of the way they associate with their colleagues, and I’ve listed six of
them in this paper that I think are significant. First of all, a member
of the Legislature is full-time now and must multitask. Required is
preparation and attendance by all members, including ministers, at
the meetings of the Legislative Assembly, the caucus, committees of
the Legislature, and the annual party convention. That’s quite an
obvious thing.

In addition, since I started back in 1964, an MLA must manage
their schedules for their legislative office, constituency office, and
constituency functions and attend obligatory meetings of other
legislators at the capital and, certainly, in their home riding. They
must balance with this family and private responsibilities. The
family suffers often in the trade-off, as I’ve already mentioned.

The other thing that I found during my period of time as an
MLA or a minister was that my Day-timer was filled at least six
weeks in advance. I knew who I would be talking to, where I
would be, and what the subject would be in that discussion. I'm
sure that with the current members of the Legislature, this really
hasn’t changed at all.

Now, we’ve already mentioned this a little bit. Members outside
of Edmonton must travel. Travel to Edmonton can take hours of
their time. Travel inconvenience keeps the member in a second
residence away from their constituency or permanent home during
the weekdays some five or six months of the calendar year.
Family, private responsibilities, and constituency obligations are
placed under extra pressures, especially for those members
representing constituencies an hour or more from the capital city.
Travel is a major factor for the MLA, but I think in today’s society
it should be understood that this is also prevalent in the private
sector. I think it’s common in the private sector that many of our
people have to travel in their job assignments.

Members have many bosses, which they must learn how to deal
with and coexist with. They have the public, the constituents,
legislative colleagues, ministers, the Premier, party executives
locally and provincially, legislative staff, and most importantly the
electorate every three or four years. This group of people are the
masters that can influence the MLA’s public destiny as to what
happens with them in that mix of people and bosses that they
have.

Members must prepare for their transition to private life. I think
one of the biggest responsibilities that a member has on their own
and for themselves is that transition. Cheryl Scarlett has outlined a
number of programs and the transitional allowances available to
them now, and I think they are quite adequate.

What I have found is that there are very few members that
prepare for this transition. Most of them feel that once they get
elected, they will be elected for a long period of time, but we all
know that that’s not true because of various reasons. I've
personally witnessed numerous cases where there has been sort of
a traumatic emotional anxiety experience of ex-MLAs or ex-
Members of Parliament. When I was in Parliament, as a House
leader I saw many cases where there were very difficult circum-
stances, where the family and the ex-Member of Parliament
struggled for re-entry into the workforce.

People often think that the legislative experience is a good one
for their transition and that being an ex-MLA or an ex-Member of
Parliament, they’ll be able to walk out on the street and be very
marketable and that there will be people ready to hire them very
quickly. Not true. It isn’t true in many cases. I have often said that
after they’ve lost an election, a member has got the plague. The
reason I’ve said that is that I’ve seen them go through very
difficult circumstances in order to be re-employed or to get on
with life and take on their responsibilities. Even with those
difficulties most MLAs, after they go through maybe a difficult
period or an easy period, are able to make a transition successfully
to continue to take on their life experiences, which is good. Some
form of transition, to me, is necessary for people at that stage of
their lives.

The fifth point I make is that members have a major respon-
sibility to Albertans. It is very obvious what has happened in
Alberta back from 1971 till the current time. Our budget has
increased nearly a billion dollars on average per year. The budget
that’s coming in this year is going to be around $40 billion of
expenditures. That’s a huge amount of money in that 40-year
period of time.

We really need good people to administer and take the
responsibility of government. I guess that in terms of the manage-
ment of our province we have to have good people so that it’s well
done, and we have to have adequate compensation so those kinds
of people that can manage that amount of money and deal with it
well are in the job. As taxpayers — and I say this as a private
taxpayer — if the job is done well, then we should compensate
these people well and not feel that they should live in poverty or
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difficulty either when they’re elected to the Legislature or after they
have been either defeated or decided to quit the Legislature.

In all of this, I guess, I’ve got to say that it’s certainly a privilege
to be able to serve the general public and to serve our province.
Very few people get that special elected opportunity, and when they
do, it’s certainly an honour to be elected and to be part of a
government, whether it’s in Alberta or in Ottawa.

Justice Major: Let me ask you, Mr. Speaker. The other side of the
coin that you mentioned briefly is that when you’re elected, you feel
the honour, as you described when you first came to the building.
You have received the majority of votes in your constituency, so
you’re feeling pretty well about yourself. Now, you’ve experienced
members who have been defeated, and that message is that the
majority of people in the constituency have lost faith in you or in the
leader. You’ve seen people transition from defeat to try to
rehabilitate themselves in the private sector. Is that more difficult
than for someone who retires successfully?

2:10

Mr. Speaker: Very difficult, yeah. I saw this in Ottawa; I was
House leader in Ottawa. The Progressive Conservative Party of
Canada — I’d better say that for Joe Clark’s benefit — was the
government in Canada, and I think they had 157 or 160 members,
something like that. After the election of 1993 there were only two
members left. So the most difficult thing was that here were all of
these people all of a sudden out of office, and they had not planned
on their transition or their assignment in private life. I had a lineup
of people into my office — husbands, wives, former members — with
tears in their eyes, crying, saying: “I have no job. I can’t get any
employment. I can’t get hired.” A very difficult circumstance. I’'m
not sure whether that’s helpful or not, but that is an actual situation
that happens.

I would think that in Alberta when Social Credit was defeated in
1971, there were a number of people that had not prepared
themselves for the transition. Some of them had been in government
20, 25 years, and there was no employment for them out there.
There were a number of teachers. There were some farmers. There
were medical doctors. You know, there were some very difficult
stories at that point in time, and there was nothing in terms of
transition. Some of them were not of pensionable age either, and
they went through a difficult time. I think we have to be aware of
that and try to deal with that issue. You know, it’s not that the
people weren’t trying to do a good job under those circumstances;
they were. Then all of a sudden the voters changed their minds
about who should be administering the province.

Maybe just a few comments with regard to compensation, then. In
terms of the tax-free allowance it’s very clear to me that MLAs
consider that part of their salary. I think that we should now do
away with the tax-free allowance and add it to the indemnity with
consideration for taxation. Cheryl has said that that would bring the
amount up to $97,000. In my paper here 1 have only allowed for
$88,000.

Justice Major: In any event, Mr. Speaker, the Income Tax Act, as
you know, says to MLAs, “You can have this,” and it is looked at in
a certain sense as a contribution by the federal government to the
operation of the MLA’s office. While it may have been intended to
compensate them for expenses that came from no other source, we
know it has become part of their income, at least, say, treated as part
of their income. Nonetheless, to do away with it would be a cost to
the government of Alberta, but it would also make income, the
source, more transparent. It wouldn’t be called a tax-free allowance.
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It’s really something more than a tax-free allowance. Since it’s
permitted by the Income Tax Act, I’'m curious . . .

Mr. Speaker: My response to that would be that when the tax-
free allowance was created, circumstances were different.
Example: the Hon. “Bud” Olson, who travelled from Medicine
Hat to Ottawa, had to get on the train and spend two days at that
point in time. There were no other expense allowances, no other
supporting remuneration as such. That was it. When [ started in
the Legislature, that was it. They said that 50 per cent of my actual
income is tax-free: “That’s for your expenses. Now don’t ask for
any more.”

Now the circumstances have changed. Mrs. Scarlett here has
outlined a long list of other types of support services that the MLA
has: $3,500 per month for ministers, this committee allowance,
expenses for your automobile, expenses for your telephone,
expenses for your legislative office, expenses for your residence
here. Those things have been looked after. I think that if that’s
being looked after and we go along with the benefits that are here,
then to me this tax-free allowance is no longer valid. The general
public, everybody else, has to pay taxes on 100 per cent of their
income, and I think it’s time that the MLA did the same thing.

I recommended that for the Members of Parliament and the
Senators. They accepted it in 2001. We argued with them the very
same way. They accepted that, and now their salary — at that time
it went from around $80,000 to somewhere up to $131,000. Now
it’s at $174,000, I think. In principle I think that that is an obsolete
part of the tax act. I think it should be done away with. I don’t
think it applies anymore because there are other ways that the
governments are compensating the members of the Legislatures
and Members of Parliament rather than using the tax-free
allowance to do it.

Justice Major: Let me ask you this. What you’ve outlined is the
change in circumstances where MLAs are compensated more
generously for expenses. The federal government is aware of that
change, are they not?

Mr. Speaker: Yes, they are.

Justice Major: They could do away with the tax-free allowance by
changing the Income Tax Act.

Mr. Speaker: Yes. Correct.
Justice Major: Do you have any idea why they haven’t done that?

Mr. Speaker: I think it’s more through neglect than it is any other
reason. They just haven’t focused on the issue. Internally they’ve
changed the circumstances for the Members of Parliament through
the members’ services committee and through legislation. Other
provinces, you know, have started to do the very same thing, change
it on their own, because of the circumstances.

I think it’s one of those things. They’re allowing the provinces to
do it if they want to continue to do it. Maybe they’re just not making
an intervention. I think it’s more neglect than it is a focus on the
subject.

Justice Major: I don’t want to put words in your mouth, but I
take it that you feel that the honourable thing to do is to look at the
circumstances today and say on our own, that is as Albertans, that
we should no longer take advantage of that exemption provided by
the federal government some years ago, that it’s incumbent on
Alberta to take the lead even if it does cost us more money.
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Mr. Speaker: Yes. That’s my position. Yes, it is. That’s described
very well. Right. I think it is time we did that.

I have this comment in terms of giving guidance to you as to what
should happen to the salary of members of the Legislature: the
Premier, ministers, and the other categories. They must reflect the
general attitude at the present time in this province. I think that the
attitude is that our members of the Legislature are being
compensated adequately.

On a rational basis if I compared the Premier’s salary — and I’ll
use my numbers here — if T changed the tax-free allowance and
looked at the Premier’s salary, her salary would be around
$211,000. I"ve said that the $26,000 current indemnity that’s tax-
free would go up to about $36,000, coming up to $88,000. Now,
Mrs. Scarlett has said $97,000, so we’re somewhere in that area. So
the Premier’s salary would be around $211,000. Her Deputy
Minister of Executive Council is getting $264,000. Her chief of staff
has a salary range between $196,000 and $264,000, in a sense more
than she is getting, more than she is managing.

I think there should be some kind of a rule where the people that
are governing the province, elected to govern it and manage it,
should have salaries that are, you know, at least comparable to the
people that they are managing, the deputy ministers and the senior
executive positions in government. That’s really not happening
today. That’s one thing.

2:20

On a rational basis, on that basis I would see the Premier’s salary
going up, but on a political basis, if you have to argue it politically, I
don’t think there’s a strong enough argument at the present time to
argue that the Premier’s salary should be increased significantly,
say, up to a deputy minister’s salary. I don’t think the public would
buy that at the present time, so I can’t make that recommendation at
all.

Justice Major: You make a recommendation for some increase . . .
Mr. Speaker: I would see that, yes.
Justice Major: . . . that over time they would get?

Mr. Speaker: Right.

I think the index that is used to increase that salary, if it’s set after
your recommendations, must be a reasonable one. For example, the
current average weekly earnings index is something like 5.35 per
cent. That’s too much. That is not acceptable to the general public. I
think that if the Premier and the ministers and the MLAs got
something like that as an increase right now, we would have the
teachers, the health professionals, and the public service demanding
at least that and more, and I don’t think we’re ready for that at the
present time. So I think that in your recommendations you have to
look at what kind of an index is more sensible and more acceptable
in the general public.

Justice Major: What about the ministers? You spoke about the
Premier and the responsibility she carries and that the gap between
the Premier and her staff seems strange.

Mr. Speaker: Yeah. It’s $40,000 or $50,000 a year.

Justice Major: A person, to use your expression, in charge of the
province is paid less than those who work for her. You wouldn’t see
that in industry, but politics are different.

What about the ministers? They take on more responsibility than
the MLAs. Would you make the same recommendation, that they
should come closer, not immediately but eventually, to the deputy
ministers that work for them?

Mr. Speaker: Yes, I would. Their $63,000 of additional allow-ance
with that tax benefit would increase some $10,000 to $15,000
immediately, so they’d have that to work into their tax management
program. I would agree with you. Yes, that would be my
recommendation to you.

Justice Major: Now, what about the MLAs who are not cabinet
ministers? Would a corrected raise to the cabinet members and to
the Premier but not to the MLAs be a cause of resentment, or would
they understand, in your view, that the responsibilities of those in
senior positions require more by way of compensation?

Mr. Speaker: Yeah. Back in about 1967 or *68 Premier Manning
asked me to do the salary negotiations between the public service
and government, and one of the guidelines he gave me at that time
was that we should try and keep the deputy ministers’ and senior
staff’s salaries a bit below what the Premier and ministers got. So
that was my guideline in those negotiations, and I still feel that that
was a responsible position to take.

Now, in terms of the MLAs what happened in that period of time
from 1971 to ’85 was that allowances were made, if you were chair
of a committee or working on a committee, to get extra income,
which also became pensionable. That was part of the pension base.
That was one of the ways to sort of deal with that question that
you’re talking about. That gave them extra income by giving them
extra responsibilities. The problem was that you still left people out.
Everybody couldn’t be a chair of a committee; everybody couldn’t
be on a certain committee. So you left people out, and I felt that
there was a certain unfairness to that.

In terms of the MLAs if it goes up to $88,000 or $97,000 if you
do away with the tax-fee allowance, the question is: is it adequate to
support their needs back home and what they’re doing, and is it
adequate to bring in good people that have to, say, quit their law
practice for four or eight or 12 years or for a teacher to do the very
same thing? You know, that would vary from person to person.

There’s no definite answer, but I think we’re pretty close to being
adequate. I noticed in the presentation comparing salaries of MLAs
in other provinces that if we did away with the tax-free allowance
and brought that up, we’d be somewhat comparable or up to the top
of the list. I would think we could leave the MLA compensation in
terms of salary pretty close to where it is right now and still do a lit
bit for the ministers and the Premier.

That was a roundabout way to say that.

Justice Major: The whole subject is a little roundabout.

Mr. Speaker: Right. Exactly.

Very quickly, then, just to finish up in terms of benefits, I don’t
really have any comments on the benefits. There’s a long list of
them. I guess if they’re comparable to the general public service,
they should be acceptable as to what’s there.

The severance allowance and the transition allowance was talked
about. I think that the transition allowance should be terminated.
With the open-ended formula as it is, there’s a lot of public reaction
to that, and I just don’t think that’s fair. Two, a member doesn’t
have to pay anything into that type of a transitional allowance, yet at
the end of the term they take that one month or two months and
multiply it by the number of years they were there, then by three,
and they get a sum of money. Out of a $32 million or a $30 million
budget that’s kept somewhere here, either in the Legislative
Assembly area or wherever, a hundred per cent is paid out by the
government at that point in time. There’s no contribution, and I just
think that that’s not a good formula.
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Justice Major: Are you opposed in principle to the transitional
allowance or to what has existed in recent years in Alberta of no
cap?

Mr. Speaker: Yes. I think that’s what I’'m against. Right. It’s too
open-ended, and it’s just too lucrative.

Justice Major: Earlier in your testimony you spoke in response to
a question about the difficulty involved in going back. So a
transition allowance capped at, not opened-ended, let’s pick a year
as an example: would you find that acceptable?

Mr. Speaker: Yeah, more acceptable, certainly, than what’s there.

Now, what I’ve recommended in my paper is that the transition
allowance should be either 25 per cent of what the salary or what
kind of income an MLA gets during a year’s period or 50 per cent.
In a number of other provinces they have formulas like that. For
example, I think that in Nova Scotia they give a transition
allowance of 12 months. With the federal government, for
example, it’s 50 per cent of the income of the Member of
Parliament plus the minister and other committee work that they
do. So they get 50 per cent. It’s just 50 per cent for everybody,
whether you serve one term, two terms, three terms, or whatever it
is. I would rather see some kind of a formula like that in terms of
transition.

2:30

What I recommended here is that we do away with this open-
ended transition allowance and have one with a cap. Maybe it’s a
compromise — I’'m not sure — but what I recommend goes in place
is that we bring back the MLA pension plan, and the member of
the Legislature should contribute a fair amount. I’ve said 12 to 15
per cent, but I think more like 15 per cent or maybe even a little
more towards that pension plan. Then every member does it. They
all do the very same thing. I think the public would accept that
more than the current program.

Justice Major: One problem with the pension as a substitute is
that the ability to draw on the pension is dictated in part by your
age so that if you’re defeated or if you left at 40, even though
you’ve participated in the pension and worked presently for 15
years, it doesn’t help the immediate problem of transition.

Mr. Speaker: No. That is true, but you still are at a young age
where you can get back into a career.

Justice Major: You can, but borrowing from your testimony,
it’s ...

Mr. Speaker: You’ve got 20 or 25 years of doing something
different in your life as well.

Justice Major: That is true, but we’re talking about the first six
months or a little longer, where there’s the shock of being
defeated, wandering around the streets aimlessly before you
finally decide that life is real, and you have to go back to work.
That’s what I envisage as a transition period or the doctor trying to
notify his patients that he’s back. You know, you can go on
forever, but there does seem to be that period in which many of
them are almost helpless until they come to their senses, if you can
use that expression. A transition allowance with limits might serve
a very useful purpose.

Mr. Speaker: Yeah. I think anything longer than, say, 12 months
is starting to push the envelope. I think that on the outside it would
be 12 months. The public would generally accept that. But we’re
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talking that under this current formula it could be from 1989 up to
the present, all of those years. That’s a lot of years. That’s a huge
sum of money.

Justice Major: I think we’ve seen some of the public reaction to
that.

Mr. Speaker: Right. I just don’t think that’s right. I mean, you’ve
got to ask the question: where else in the public does that kind of
thing happen? Does it happen in the private sector? I’'m not aware
of oil executives or anyone that has that kind of a payout on that
kind of a formula. Would that be correct?

Justice Major: Well, as near as I know, I think that is correct. It
was the principle of the transition allowance as something to be
done. Of course, I agree that there should be limits, but I think,
too, that at the moment the transition allowance is a necessary
bridge to get people back into the private sector.

Mr. Speaker: Definitely. Yes. I agree with that. We must have
some kind of a transitional allowance to do that.

You know, in the public service, let’s say, if you lose your job
or something happens, there is an allowance made available to an
employee so that they can make a transition to some other type of
assignment. In the private sector I would think there are also so
many weeks or months or so that you could consider as transition.
So the principle is sound. To just put people out on the street after
they’ve tried to serve the province is not right. That’s not right.

We’ve sort of covered the pension thing, and I think you know
the details that I’ve talked about here. I guess a general comment
that I would make is that in your responsibilities you’re going to
make recommendations, and they go back to the Speaker of the
Legislature. I think the political people have to understand that
whether they feel the recommendations come from a third party or
not, the legislators — the Premier, the cabinet, the caucus, and all
members of the Legislature — are really the ones responsible in the
end to establish their compensation in terms of salary and benefits
and pension or whatever variables are here. They must take the
responsibility.

Justice Major: I think that’s clear from the mandate.

Mr. Speaker: Right. But I often hear people say: we have to get
some third party to tell us what our benefits are, what our
compensation is, and then we’re going to be hands off. There is no
way that the political person can be hands off. In the end the
public expects them to take the responsibility. In terms of your
report, in terms of what I’m saying, I think the legislator should
know that and not forget that.

Justice Major: One of the open questions, of course, is: you’ve
expressed your opinion on the fallacy of tying it to this weekly
wage inflation, but is there some inflationary factor that’s
acceptable that would just click in?

Mr. Speaker: Yeah. I really didn’t review that as well as I should
have. It could be a cost-of-living index. It could be inflation.

Justice Major: Nonetheless, the Legislature would still have to
accept it or not, and one Legislature can’t bind the other. So what
this present group may decide can be undecided by next year.

Mr. Speaker: Exactly.

Justice Major: Depending on what happens.
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Mr. Speaker: Yeah, what happens in an election. Very true.

I know that in Calgary, for example, you know, the mayor and
the council have just accepted 5.35 per cent as an increase because
they said: “Well, that was the formula that’s set there. We have to
accept it.” The general public say: “Hey. Look. That’s a little bit
too much. You know, your salaries are pretty good. What are you
doing?”

Justice Major: You say: all right. The other side of the coin is
that they say: well, that’s all right, but give it to us, too.

Mr. Speaker: Right. Exactly. 1 see this formula that’s here as
having a sequence of events that are most difficult for government
to manage.

I’d like to thank you for the opportunity, and I wish you the best
in your endeavours and responsibilities.

Justice Major: On the contrary. Thank you, Mr. Speaker.

I should repeat again that your remarks are available to anyone
that wants them later. We’ve made copies, and people are free to
take them. They’re also, of course, on the web.

Mr. Speaker: Okay. Thank you very much.

Justice Major: Thank you.
Is this the first of your filings?

Mr. Hennig: That is my only filing.

Justice Major: Judging by the length, we won’t ask you to read
it.

Mr. Hennig: No. I will skip through quite a bit of it so that we
don’t have to be here into the evening.

Scott Hennig, Alberta Director and
National Communications Manager
Canadian Taxpayers Federation

Mr. Hennig: I'll start by just introducing myself. I'm Scott
Hennig with the Canadian Taxpayers Federation. We're a
nonprofit, nonpartisan citizens’ advocacy organization. We were
founded in 1990 here in Alberta and Saskatchewan, and we have
offices across the country, from B.C. to Halifax, with about
70,000 supporters. We’re not a charity; we’re a nonprofit
organization, where we have voluntary donations that pay my
salary and pay for the work that we’re able to do.

2:40

Il skip ahead a bit here. I have a summary of recommendations
on page 3, in which there are 12 recommendations that we make.
I’ll skip through the introduction and a bit of our long history,
which we do have here in this province in regard to MLA
compensation, going back as far as Jason Kenney’s infamous
altercation with former Premier Klein in the halls of the
Legislature over the MLA pension plan right up to the discovery
of the 30 per cent pay hike, which essentially has landed us here
today, albeit almost four years later, reviewing MLA compen-
sation.

I do want to say a few words, though, about the mandate of your
commission. Starting on page 6 and page 7, I go through some of
it. I think it’s unfortunate that the mandate that you’ve been given
is very prescriptive. I would have preferred, frankly, and our
organization would have preferred that they gave you a very open-
ended mandate, one as simple as: review and make recommend-
ations on any and all issues related to MLA compensation.

The fact that you have been asked to and been required to make
benchmarks, in particular, specifically to comparable Common-
wealth parliaments, Queen’s Bench and Provincial Court judges,
and senior public servants seems like an attempt to sway the way
that decisions may be made. At least in comparison to those
positions MLAs will appear to be much lower compensated than if
they were asking you to compare them to barbers or bakers or
mechanics. I think that was intentional.

In regard to Commonwealth parliaments I found it was
interesting they picked that considering that the only Common-
wealth parliaments within a million citizens of Alberta would be
the province of B.C. and the country of New Zealand. Those are
the only two Commonwealth countries or parliaments that would
be remotely comparable.

They didn’t ask you to look at other ones necessarily although I
would encourage that. In particular, there are 11 U.S. states within
a million citizens of Alberta. I’ve provided a bit of information on
page 8 as to what their compensation is for state legislators. I’ll
make note that, in fact, there is no U.S. state Representative in the
50 U.S. states that gets paid higher than Alberta MLAs. They
range from a high in California of a little over $95,000 to a low,
depending on how you want to look at it, in either New Mexico or
New Hampshire. In New Mexico state legislators get paid zero
although they do have a per diem rate when they’re in session of
$153 a day. In New Hampshire they’re paid $200 for a two-year
session, and there is no per diem, so essentially they get paid $100
a year.

Now, we’re not suggesting that you make recommendations —
and we’re not recommending that — that we pay our legislators
zero although, just to point it out, it’s interesting that you were
asked to not necessarily look at those but that you were asked to
look at Commonwealth countries.

Justice Major: I didn’t take that mandate to preclude looking at
anything, if that gives you any comfort.

Mr. Hennig: I trust that you will expand your view beyond what
they’ve asked you to. I just found it to be disappointing that they
did prescribe certain things that you had to look at. I think that
your infinite wisdom in looking at any and all things related to
compensation probably would have been a good enough mandate
for you to do your job.

Justice Major: If it’s any comfort to you, I will write it as broadly
as you suggest it should have been.

Mr. Hennig: That’s excellent. That does give me some comfort.

I want to touch on two overarching principles that our
organization set when we were looking at compensation. This is
now on page 9. Whenever we look at public-sector compensation,
our first rule or overarching principle is that we want
compensation to be transparent. The second one is that we believe
that rules around compensation for elected officials should be
equivalent to the private sector. In short, if they do it in the private
sector, you can do it in the public sector; if they don’t, you
shouldn’t either.

The big question of how much should an MLA make. I think
there are sort of three rules of thought on this. You pay them very
little, and it’s a part-time job, as Mr. Speaker talked about how it
was in the 1960s. In fact, even a former Mayor of Calgary, Rod
Sykes, suggested that when it was a part-time job to be an
alderman in the city of Calgary, he believed that they got a better
quality of candidate. I have some quotes in there as well related to
that, but I won’t go through them all.
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There are also those that believe you need to pay elected
officials extremely high wages. In fact, if you look at Singapore,
Singapore pays their Prime Minister the equivalent of about $1.75
million a year — it’s the highest in the world — and that was after it
was recently reduced, just days ago, by 36 per cent. So it was
considerably higher than that. They believe there that it’s a
required payment to ensure they get the absolute best and brightest
out there.

We take sort of an opinion, I guess, that would be more in the
middle in that we don’t believe that you’re going to have a
shortage of good people seeking office regardless of what the pay
is going to be. In 1993 when the pay was considerably less than
this, you had people with jobs that were paying them considerably
more. You had lawyers like Gary Mar, you had doctors like Lyle
Oberg who were passing up those opportunities to take a pay cut
and come work as an MLA. So we’re not convinced that if you
pay them a lot less or pay them a lot more, you’re going to get a
significant change in your quality of candidate. There will always
be quality candidates willing to step up and serve the public.

I think it’s important to note, just looking at the current situation
we’re in in terms of the way MLAs are compensated — it’s
certainly not her fault, but I think it’s an indication looking at Mrs.
Scarlett’s half-hour presentation that it’s not very simple how we
pay our MLAs. It’s extremely complicated. I trust that I could
probably pick a few people in the crowd here and ask them how
they’re paid, and they could probably answer in 30 seconds
whereas it takes someone who knows this file better than anyone,
like Mrs. Scarlett, half an hour to explain the various intricacies of
how we pay our MLAs. I think that’s a great disservice to the
public and also to those who might be interested in seeking public
office because gaining access to this information and under-
standing just how much and how MLAs are compensated is an
almost impossible task, frankly, unless you are a person who
spends hours and hours studying this or are employed by the
Legislative Assembly to administer it.

On page 11 I show a snapshot from the Assembly website that
shows what the MLA indemnity and allowance are currently as
well as the statutory allowances for other offices, including the
Premier, Speaker, leaders of opposition. If you were to ask an
average Albertan to quickly tell you how much an MLA makes,
this is probably where they would look, and they would probably
guess that their average MLA makes around $78,000. It’s
interesting, the results of the comparison that was provided, you
showing just the indemnity and tax-free allowance. I can tell you
that I’ve tasked my staff in Ottawa to try and put together a
comparison between all the various provinces’ MLA actual
compensation, not just their MLA indemnity and tax-free
allowance, and they’ve been unable to do it so far because it is a
nearly impossible task to figure out exactly how much MLAs are
being paid in various provinces, with Alberta probably being the
worst.

The truth about how much MLAs are actually being paid — and
Mrs. Scarlett’s numbers were correct based on our calculations. If
you just take the MLA indemnity and the tax-free portion and
gross that up to a fully taxable salary, we came out with a number
within dollars of theirs: $90,707. However, not even 1 of the 83
MLAs earned that amount, the base amount, in 2010-11. The
lowest additional pay that was received was by four MLAs — Guy
Boutilier, Paul Hinman, Rachel Notley, and Kevin Taft — and that
was an additional $36,000 over and above their MLA indemnity
and tax-free allowance. So that would put the bare minimum pay
for MLAs at a full-tax equivalent of around $126,707.

However, that means 79 MLAs earned more, some very
significantly more, obviously the Premier more. We have that
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pegged at a full-tax equivalent of about $217,897. 1t’s little known
that due to the 3 per cent rollback the cabinet ministers and the
Premier took in 2009, the actual second highest and third highest
paid MLAs are the Speaker and the Leader of the Opposition.
They receive a full-tax equivalent pay of around $200,000. The
cabinet ministers are at a little over $194,000. Then it gets more
difficult. The highest paid backbencher was Len Mitzel, who
collected an additional $69,984. He served as the Deputy Chair of
Committees as well as chairing four other committees and sitting
on three others. His full-tax equivalent salary would be about
$164,000.

To answer a question you asked Mrs. Scarlett earlier — on
average how much additional pay in terms of committee pay do
MLASs get? — on average it’s $44,506.

2:50

Justice Major: I’'m looking at your chart, page 13. I’'m just
curious. You speak of the backbench MLA (low). I take that to be
the lowest for the period at $114,000 or, depending on the tax
equivalent, $126,000?

Mr. Hennig: Yes.

Justice Major: In trying to follow your evidence, your number
was higher.

Mr. Hennig: My number was higher for . . .?

Justice Major: You just finished speaking about the lowest paid
getting, I think, up to $140,000 or something?

Mr. Hennig: No, sir. The lowest paid is $126,000, the average is
$136,000, and the high is $164,000.

Justice Major: This chart is . . .

Mr. Hennig: This chart is correct, yes, sir. If I misspoke, I
apologize. This chart is correct.

The issue is that the pay increase that came in 2008 was only
limited to committees. Prior to 2008 cabinet ministers and the
Premier got paid zero dollars for sitting on any committees, and
the committee pay for backbench MLAs varied. Opposition MLAs
got virtually nothing. It was a couple thousand dollars. Backbench
government MLAs got very little in terms of legislative committee
pay but got more through government committee pay, averaging
around — I’d have to look at the number again — $28,000. I think
the total overall pre-2008 in additional committee pay was around
$22,000; now it’s $44,000. So there has been a significant increase
there in 2008. The problem with the committees is that it’s far
from transparent.

Actually, I'm going to skip ahead here to look at, in fact, an
example on page 16 of how to look at and figure out how much an
MLA is making. We took, just as an example, Calgary-Bow MLA
Alana DeLong. If you want to know how much she is making
currently, you would start by looking at the Legislative Assembly
website. You would see she has her $52,000 and $26,000
indemnity and tax-free allowance. Then if you read her bio on the
website, you’d be able to see that she serves as the parliamentary
assistant for Seniors, chairs the Seniors Advisory Council. She is a
member on the following committees: the Cabinet Policy Com-
mittee on Public Health and Safety; Standing Committee on
Public Health and Safety; Standing Committee on the Alberta
Heritage Savings Trust Fund; Standing Committee on Privileges
and Elections, Standing Orders and Printing, which is a committee
I will reference again later. She is also assigned to the Pacific
NorthWest Economic Region Committee.
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If you happen to notice on the MLA remuneration website that
there are additional payments for committees and notice that her
committees fell within category A or C — of course, there are no
category B committees anymore — you would be able to determine
that she’s in line for an additional $3,000 per month, or $36,000 per
year. If you were still looking for more for pay, you’d be able to
look and see that she’s a parliamentary assistant and also chairing
the Seniors Advisory Council as well as being on a CPC or cabinet
policy committee. Unfortunately, no place on the Legislative
Assembly MLA remuneration website does it include any
information on how much MLAs are paid for serving on these
additional committees. Unless you were miraculously able to find
the Order in Council 450/2011, which I would challenge most
people to be able to find unless they know what they’re looking for,
you would not be able to find out how much these extra duties such
as being a parliamentary assistant or serving on a cabinet policy
committee pay. They work out to $27,000 a year for her.

Justice Major: Can I ask you — and you may come to this on your
own. Looking at what Ms DeLong makes with the committees that
she serves and the other activities she undertakes, while the
indemnity and the tax-free allowance bring her somewhere around
$70,000, her income ends up on your calculations around $156,000.
Is there any value to the committee work that these MLAs do?
Should she do all of this committee work as part of her
responsibilities as an MLA, or if they enlarge their scope beyond
what other MLAs are doing, are they entitled to more, without
putting a figure on it?

Mr. Hennig: Yeah. I think actually one of the great disservices
that has been done by creating this additional committee pay is
that it has indicated that a higher value is placed on serving on a
committee than meeting with your constituents. I think that being
an MLA is not just a 9 to 5 job. A baker on a Sunday evening is
not going to get stopped on the side of the street and asked to put a
loaf of bread on for you, but you may get stopped as an MLA and
be asked questions about the budget. As Mr. Speaker so diligently
explained, it is a full-time job all the time. You are out in your
constituency getting around to different places, meeting with
people. That’s part of the job, too.

By not compensating them for meeting with their constituents
but compensating them for sitting in the Legislature — and
sometimes not even sitting in the Legislature in committees, and I
will get to this. I’'m going to mention this as well. There are some
committees that have not met in years, yet they get paid extra
compensation for serving on them. By valuing that higher, I think
it’s done a great disservice to the role of MLA and has frankly
encouraged more committee work and having them be here in
Edmonton rather than in their constituency talking to their
constituents. I think that’s a bad thing for democracy.

Moving on to looking at the tax-free pay, which is what we
would see as being one of the two, along with committee pay,
parts of the compensation that are least transparent, I’'m going to
pre-empt your question that you’re going to ask. You’ve asked it
before in terms of the $1 million cost to taxpayers to gross this up
and get rid of the tax-free portion. I think that’s a small price to
pay to have a fully transparent salary for our MLAs. If we’re
worried about a million dollars, I’ve got recommendations in here
that will find you your $1 million. In fact, eliminating the
transition allowance we would calculate right now would save
taxpayers close to $30 million. So if it’s the million dollars, we’ve
got a solution to that. I think that paying money for transparency is
a good thing.

Justice Major: It’s a free country. You’re obviously entitled to your
opinion. I'm just looking for a logical reason.

Mr. Hennig: Well, I think that if you’re thinking about running for
office and you go to look at the Legislative Assembly website and
you’re trying to figure out if you can afford to do this, seeing that
it’s $78,000 and seeing that a third of that is tax free, unless you are
able to figure out what that means plus knowing all the various
places to look up your potential committee pay, I think may cause
people to not want to run for office because they don’t think they
can afford it when in reality MLAs are making on average the
equivalent of $136,000. I think that the transparency of having a
fully taxable all-rolled-in one pay for backbench MLAs is a good
enough reason to forgo the million dollars.

Justice Major: That is a little inconsistent with what you quoted
Rod Sykes as saying: that, in effect, the lower the pay, the better the
volunteers.

Mr. Hennig: Well, I'm not saying that I agree with Mr. Sykes. I'm
not saying that I agree with the way that they do it in Singapore.
Those are just for your reference. There are those people that are on
both those sides that believe that you’ll get . . .

Justice Major: If Sykes were right, then the lower amounts that
they can find would be more attractive to them perhaps than the
higher amount they actually get.

Mr. Hennig: And if he’s wrong, then . . .

Justice Major: Then we go the Singapore way and really get the
price heated up.

Mr. Hennig: Yeah. I mean, there are fair arguments on both sides
of what’s the fair compensation level, whether it should be very
high or very low, but I don’t think it should be hard to know. I don’t
think it should be hard for someone to find out how much they
would get paid if they run for office. Right now it is nearly
impossible, and I think that needs to change. I think that alone,
transparency and accountability, is worth the $1 million we’ll send
to Ottawa. I think there are places that we can find that savings for
taxpayers.

I go through in detail here the various allowances. I won’t go
through them here, but they’ve been mentioned various times as part
of the argument opposing the need for a tax-free expense allowance,
the fact there are car allowances and housing allowances. I won’t go
through all of them.

I will point out, though, that there must be a good reason. Even if
you’re unable to see one at this point, there must be a good reason
that all other provinces with the exception of us and Quebec have
got rid of this tax-free portion. Sorry. I should say that the
Northwest Territories and Yukon still have it. But every other
province has seen the transparency argument as overriding the
additional costs for getting rid of this perk.

3:00

Justice Major: You’re assuming that.

Mr. Hennig: | am assuming that.

I know for a fact that in the city of Calgary, that also got rid of
this in 2006, as well as the Calgary board of education, that got rid
of this perk in 2006 or 07, they cited transparency purposes as the
reason for getting rid of it.

Justice Major: I understand that argument. I also understand the
self-serving activity or steps taken by elected people to look good
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to their constituents. For city council to say, “We’re waiving that,
so please vote for us,” there is something hypocritical if that’s
their motive. “You the taxpayer can make me look like an honest
man, but it’s going to cost you a little bit.”

Mr. Hennig: I think there is a cost transparency. I mean, one of
our recommendations in here is that MLAs post their expenses,
including receipts, online like they do in the city of Toronto. There
would be a cost to set up that website. It would cost taxpayers
money so that they can see how much their MLAs are spending
and what they’re spending it on. I think there’s some value in that.

Justice Major: I don’t want to bicker with you, but that would
require time, to set it up and to have the MLAs do it. Is that the
best use of the MLASs’ time?

Mr. Hennig: Well, of the staff time, that would set it up, do you
mean?

Justice Major: The time to set it up and the time the MLA would
have to keep track of expenses. There would have to be receipts
and the usual indicia of expenditures. That requires some effort.

Mr. Hennig: Yes.

Justice Major: Would his efforts be better used in serving the
constituency and the province than in doing something like
accounting for all expenses?

Mr. Hennig: Well, I think there are two things there. One, they’re
already accounting for their expenses. It’s just not made public.
It’s all accounted for here in the Legislative Assembly. They
already have to fill out their expense forms and submit receipts
and get reimbursed for a lot of their expenses, so that’s already
being done. It would be staff time and staff cost, who would have
to put that up online.

Considering the expense scandals that have gone on in the U.K.
with MPs, in Newfoundland and Labrador with MLAs, and in
Nova Scotia with MLAs, which some elected officials have had
charges for and will go to jail for or have gone to jail for and have
resigned over, I think the potential cost savings to taxpayers of not
having the likelihood of being defrauded would offset the staff
costs. I don’t think there’s any additional time required by the
MLA or their staff. There would be by Legislative Assembly staff.

So our recommendations are that we gross up and eliminate the
tax-free expense allowance, creating a fully taxable salary, as well
as follow the city of Toronto’s lead to create the online database
of MLA expenses.

Just to go back to the example of Ms DeLong again, on page 21
we look at her pay in 2007-08. As you can see there, she currently
is receiving the equivalent of or has the potential to receive the
equivalent of $63,000 in additional committee pay. In 2007-08 she
received $12,000, just to show you the significant increase that did
occur in 2008. I think that the 2008 increases that happened both
at the Members’ Services Committee as well as in cabinet are less
about the size of the pay and more about the manner in which it
was handled. Going behind closed doors and voting a pay raise
and sliding it out on the bottom of an order in council is not a very
transparent, accountable way to increase your remuneration.

Our preference has been and will continue to be that third-party,
independent, citizens’ assemblies make recommendations on
MLA pay and that MLAs, who I believe have a conflict of
interest, should not be deciding and voting upon their own pay.
Ultimately, that should be out of their hands because they do have
that conflict.
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Justice Major: On that point, who should decide it?

Mr. Hennig: Again, our preference is a citizens’ assembly of their
bosses, essentially, so much like what was done in Ontario and
B.C. with voting reform. In both those cases they picked — now,
the number I think you can adjust — I think, a hundred citizens. I
don’t think you would need that many for an MLA compensation
review, probably more like 10 or 15 or 20 pulled off the voters list
at random. Give them the opportunity to get access to any
information that you’ll have access to yourself as the head of this
committee, and allow them to make recommendations and make
those recommendations binding with the exception of allowing for
a citizens’ initiative campaign, a petition signing, if people believe
it should be held as a referendum on the next ballot. If they make
recommendations that are out of line with the rest of the public,
well, then the public has the opportunity to put it on the ballot for
a vote and restart the process if they vote it down.

Now, that’s a costly, laborious exercise, but it’s one that doesn’t
involve asking MLAs to decide how much money they’re going to
take for themselves out of the public purse. I think that’s a good
thing. They shouldn’t be able to or allowed to make those
decisions, and they shouldn’t be put in the position of having to
make those decisions because it’s rarely a winning situation for
them.

Justice Major: They have made those since Confederation.

Mr. Hennig: And I think they get an earful about it time and time
again. I think part of the problem is that people have become quite
jaded on this because they all do it. It’s not just one party, so it’s
tough. You can’t throw out just the one party who is voting in
favour of increasing their own pay. It’s usually all the parties. In
2001, when the transition allowance was increased here in this
province, it was the Liberals and Conservatives voting in favour of
it with the NDs voting against it. When it was the committee pay
being increased by the Members® Services Committee in 2008, it
was the Conservatives and NDP voting in favour of it with the
Liberals voting against it. At some time all parties have voted in
favour of increasing their own pay, so it’s not as simple as voting
them out or voting in a different party. It’s the one thing we can
always get politicians to agree upon, how to increase their own
pay, and it’s rare to get them to agree on anything.

I want to point out this one committee, and I reference it as the,
quote, unquote, best committee ever, on page 23, the Standing
Committee on Privileges and Elections, Standing Orders and
Printing, which used to be under category B, a category of
committees within the Legislative Assembly that got paid
significantly less. This committee — now it’s under categories A
and C — has a full one-quarter of the entire Legislative Assembly
serving on it; 21 MLAs serve on this committee.

Justice Major: Excuse me. Are you on page 23?
Mr. Hennig: Yeah. Bottom of page 23 in the yellow box.
Justice Major: Ah, yes. Best Committee Ever.

Mr. Hennig: Each of these 21 MLAs are eligible to collect a
minimum of $12,000 per year with the vice-chair and chair
collecting $15,000 and $18,000, respectively. The Standing
Committee on Privileges and Elections, Standing Orders and
Printing has not met since 2008. It met three times in 2007, five
times in 2008, but zero times since. Since 2008, essentially, the
equivalent of $261,000 has been paid to MLAs for serving on this
committee that has not ever met once. I think this one by itself
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illustrates the foolishness that’s been created with the committee
pay situation since 2008.

Pages 24 and 25 go through — I apologize for the spacing; my
PDF maker messed up on me — the various changes in Premier
and cabinet pay that have occurred between April 1, 2008, and
October 15, 2009. Our recommendation in regard to committee
pay is that we go back to the 2007-08 level, where MLAs were
receiving the equivalent of around $22,000 a year for extra
committee pay. We increase that for the average weekly earnings,
like it would have been had they not changed that pay and frozen
their pay in 2009, *10, *11, which would now work out to a little
over $26,000 that MLAs were getting paid in 2007-08 for
additional committee pay.

3:10

We roll that into the overall one lump-sum pay, and we ban
MLAs from collecting any more compensation for any position
other than the statutory positions, meaning unless they’re serving
as Premier, cabinet minister, Speaker, opposition leader, whip, or
House leader, they would not be allowed to receive extra pay for
serving on secretariats or legislative committees or cabinet policy
committees or standing committees or being parliamentary
assistants. All of those would be part of their regular duties along
with meeting with their constituents and attending turkey dinners.

Justice Major: Do you think, human nature being what it is, that
if you were paid a flat amount, you would get the same input from
committee activities?

Mr. Hennig: Well, I think paying them a flat amount right now
hasn’t necessarily meant that they’ve been meeting more often. I
think if you pay them for meetings, you’ll encourage them to meet.

Justice Major: You have picked out some extreme examples where
they haven’t met. I'm curious to know whether or not there are
committee reports that have been of value, that it’s been worthwhile
to have that committee.

Mr. Hennig: I’'m sure there are. I don’t discount the value of the
committee. [ think, frankly, if they’re paid a lump sum, we’ll know
very quickly which committees are important and which ones are
not because the committees that are doing very little work and are
not meeting will no longer exist and the ones that are of value will
continue to exist and people will continue to sit on them. They will
not necessarily be just a means of compensation. They’ll be a means
of improving legislation.

Justice Major: The difficulty is that you may get malingerers who
get the fixed sum that don’t serve on any committees as weighed
against the conscientious MLA that, with the lump sum, may serve
on several committees.

Mr. Hennig: Again, have we made a decision as a society to value
committee work at a higher level than constituency work? The
MLA who is serving on the committee is unable to spend that time
meeting with his constituents. Work is work, though.

Justice Major: This is our first day at work, as it were, but by the
end of this process we should have opinions on the value of
committee work, which may track exactly what you’re saying or it
may not. I don’t know.

Mr. Hennig: My opinion is that I think we’d be doing a disservice
to be valuing committee work at a higher level than constituency
work. I think that being an MLA, it’s all part and parcel of the job.
You’re supposed to meet with your constituents and assist them in

their needs. You’re supposed to be listening to them and receiving
feedback. You’re also supposed to be using that feedback to
improve legislation and improve the governance of the province. I
think they’re all part and parcel of the job.

Justice Major: But it doesn’t seem to follow that if you are on a
committee, you’re not doing your constituency work. Why can’t
you do both?

Mr. Hennig: I’'m not suggesting you can’t do both, but your
suggestion that someone who serves on many committees should
get paid more than someone that doesn’t serve on many
committees . . .

Justice Major: That’s not what I was saying. You had suggested
a flat sum and not special payments for committee work. My
query was: what about the malingering MLA that doesn’t want to
go on any committees or will go on them and not do much
because he’s being paid anyhow as weighed against the more
industrious MLA that’ll work diligently on the committees that
he’s on? It seems that a flat sum sort of invites some malingerers.

Mr. Hennig: Wouldn’t that also then be true for constituency
work? I mean, if they’re being paid a flat fee for constituency
work, you’re going to have some malingerers and others who are
not.

Justice Major: Yes, you do. But the check you hope you have there
is that the malingerers get voted out.

Mr. Hennig: I would say that that should still be the case. If you’re
not passing good legislation and you’re not governing the province
properly because you’re not doing the work that’s needed in
committee, you’ll also be voted out.

Justice Major: I think you give the voters too much credit for
paying attention to what goes on up here. They pay attention to what
goes on in the constituency. I think successful, repeat MLAs can
always point to good constituency work. The American expression
that politics are local I think proves itself time and time again.

Mr. Hennig: | completely agree that . . .

Justice Major: They neglect their constituency work at their own
risk.
Anyhow, I don’t want to interrupt you.

Mr. Hennig: And if we’re compensating them and encouraging
them to not be in their constituency, then we’re doing a disservice to
them.

Justice Major: I'm just wondering if we’re doing a disservice to
the audience by not having a break.

Mr. Hennig: Do you want me to wrap up?

Justice Major: No. We’ll break for 10 minutes. Come back and
wrap up because we’ve got a couple of others to hear from.

[The meeting adjourned from 3:16 p.m. to 3:22 p.m.]

Mr. Hennig: Can we move on to annual adjustments at the
bottom of page 26?

Justice Major: Yes.

Mr. Hennig: We’ve been supportive as an organization across the
country in the idea that politicians — again, keeping in line with the
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idea that they shouldn’t be setting their own pay, that they also
shouldn’t be adjusting each year, and that they should use some
sort of factor that is not calculated by themselves but calculated by
an independent third body that roughly reflects the reality of the
economy or what’s happening with their constituents.

I think there are two numbers you can use. I think you can
either use the average weekly earnings number, or you can use the
inflation rate, or the consumer price index. Both have their pros
and cons. However, really, until about three or four years ago it
really didn’t make a difference which one you used because they
were so very close. Actually, I don’t want to skip ahead, but I put
a chart that skips over, between pages 27 and 28, showing what
the two numbers have been since 2000. There are some years
where they’re a little bit off. You know, one will be up; one will
be down. But the last three years we’ve see a pretty significant
difference between the average weekly earnings number and the
inflation rate number.

We also do know that these annual changes are used as
ammunition by public-sector unions when negotiating their wage
increases. | threw a quote in there on page 28 from the former
head of the AUPE, Doug Knight, that was just a couple of days
after the 30 per cent pay hike for MLAs in 2008. He said: “We are
still at the bargaining table... We are hopeful of getting an
agreement next week considering the raises they just gave
themselves.” I mean, their wages and their increases on a year-to-
year basis are used as ammunition for public-sector wage
increases. Frankly, that’s the bigger issue. The bigger issue is that
the size of the pay increase for a hundred thousand public-sector
workers impacts the bottom line of the budget much more than the
change to 83 MLAs.

We could suggest that you change from using the average
weekly earnings to using the consumer price index, but as soon as
we got to a year when the consumer price index was higher than
average weekly earnings, you’d hear a hue and cry about: they’re
using the wrong number. So our recommendation here is that
MLAs adjust their salary on a year-to-year basis based on
whichever is lower between the average weekly earnings and the
consumer price index.

Justice Major: What about the average?

Mr. Hennig: The average would be good, too. I never thought of
that one. That’s a good suggestion. Although if it still is signif-
icantly higher than one of the numbers — I mean, if you have a 1
and you have a 5 one year, going with the 3 is still going to get the
hue and cry over the 1.

Justice Major: But I understood that this would be done every
four years or some period of time. Looking at your chart, one year
the consumer price index is higher than the average weekly and on
other occasions it’s lower, so if you took an average over four
years, it might be closer to accurate.

Mr. Hennig: I think you’re right. I think that’s not a bad
suggestion. In fact, I note that right now in Calgary they’re
debating whether they should move from using the average
weekly earnings to using the inflation factor.

It’s different when you’re looking at cities because cities can
actually get a real number for their city whereas we’re using the
whole province here. They’re having to use the entire province
average weekly earnings for the city of Calgary and the city of
Edmonton, but they can use the city of Calgary’s inflation rate for
Calgary and the city of Edmonton’s inflation rate for Edmonton.
That’s not necessarily an issue here.
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I did some number crunching, looking at if we reversed the
2008 pay hike. We went back, and they did have their average
weekly earnings increase each year in 2008, *09, ’10, ’11, then
through *12. If you put in the average, grossed up the tax-free
portion and added in the pre-2008 average compensation for
committees, chart 4 on page 27 comes out to what we recommend
the pay be set at as fully taxable pay. We’re recommending that
the Premier be paid $203,392, that we go back to the Speaker and
Official Opposition leader and cabinet ministers all being paid the
same whereas they’re not right now, at $183,077, and that a
backbench MLA be paid $134,572. The only other payments that
would be allowed would be the statutory payments for serving as a
third-party opposition leader, a whip, or a House leader. So those
are our very specific numbers in terms of what we think the pay
should be, and they once again should start adjusting the pay on an
annual basis.

Touching on retirement benefits next, starting on page 29, there
are essentially three types of retirement benefits, two significant
ones, the RRSP contribution and the transition allowance. We
believe, again sticking to our fundamental, overarching principle
that what’s available in the private sector should be available in
the public sector, that defined benefit pension plans are on the outs
in the private sector. In fact, we’ve seen between 1977 and 2009
the number of employees in the private sector who have any type
of employer pension plan drop from 35 per cent to 25 per cent,
and the number of defined benefit pension plans in the private
sector is plummeting even faster than that.

The only place that you tend to see defined benefit pension
plans are in the public service. They are also the only place that,
frankly, can afford to have them because of their inherent nature
of having massive unfunded liabilities. We do not support the idea
of the creation of an MLA defined benefit pension plan in any
manner although we’re not opposed to the idea of a defined
contribution plan or a group RRSP plan or what’s, I guess, now
known as the pooled registered pension plan, that was created by
the federal government here recently, the PRPP.

Right now they are getting the RRSP contribution of $11,225, I
think is this year’s, and $11,045 for next year. If that was an actual
matching amount, because right now it’s not, going into a group
RRSP plan or a PRPP plan, you would create a defined contri-
bution pension plan, essentially, for MLAs. We think that that’s
not a bad idea, forcing them to put some money aside for retire-
ment, because right now they’re not necessarily forced into it.
They can take their $11,000 and buy a Jet Ski if they want; it
doesn’t have to go into their pension.

If we’re going to call it an RRSP contribution, we’re going to
treat it like it’s a pension right now. I mean, people talk about how
MLAs don’t have a pension. Well, they kind of do. We do call it
an RSP contribution. That is a form of pension. It should be a true
pension plan, an optional pension plan. If an MLA chooses that
they do not want to be part of it, then they also forgo the $11,000
the government, or taxpayers, would contribute to their plan. Our
recommendation on page 29 is that that be created.

3:30

Justice Major: With the former pension plan you could draw on
it at age 55. Does it change the merits of the pension plan if you
extend the date to, say, 60 or even 65?

Mr. Hennig: If it’s a defined benefit pension plan, in our minds,
no, and that’s partly because of the liability that is inherent. I
know of very, very few defined benefit pension plans in North
America that don’t have unfunded liabilities.
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Justice Major: That’s true with the recent recession. Prior to that
I can recall lawsuits over the surplus in defined pension plans,
who it belonged to.

Mr. Hennig: It’s certainly been enhanced recently, although I
know that prior to 2008 there were virtually no new defined
benefit pension plans created in the private sector because of the
risk. They were all moving to close, and that was prior to the
recession. It’s gotten worse since the recession, and even more are
looking to it. In fact, I think there’s a fairly decent likelihood that
we will see changes coming to public-sector pensions across
North America because of the potential for unfunded liabilities.

I mean, the fact is that it’s virtually impossible to know how
long people are going to live and what the inflation rate is going to
be and what your rate of return is going to be 70 years down the
road. They’re very risky plans, and I think that’s coming to a head,
although there has been reform. You know, the Saskatchewan
government reformed many of their defined benefit pension plans
back in 1977. So it’s not a new thing; it’s just one that I think is
receiving more attention now.

Again, we think that MLAs need to lead by example. If they
create a new defined benefit pension plan, I think it will make it
very difficult for them to have the moral authority to look at
pension reform on the broad public service.

I’'m looking at the transition allowance. I don’t need to go
through the history because Mrs. Scarlett did an excellent job of
going through the long history of it, going from being a one-year
re-establishment allowance to being a maximum two-year
transition allowance in 98 to now being an unlimited, three-
months-for-every-year-served transition allowance.

T also will note that sometime prior to, I believe, 2007 there was
a four-year maximum as to the amount of time you could take
your payment over. That’s been eliminated, and I think it could
create after the next election some interesting circumstances
where you have MLAs who are running for election who are
currently receiving lengthy payouts of their transition allowance.
They could potentially be re-elected as MLAs while still receiving
a transition allowance from being defeated four years ago as they
chose to take it over a long period of time.

Justice Major: Wouldn’t you expect that if that happened, the
transition pay would be at least suspended while they were back in
office?

Mr. Hennig: I don’t know what they’re going to do. I know they
suspend pension plans.

Justice Major: What about the principle of a transition
allowance? Does your association accept the validity of any
transition allowance?

Mr. Hennig: No. Again, we base it on what’s acceptable in the
private sector is acceptable in the public sector. It’s either a
retirement payment, which we already have an RSP for, or it’s a
severance payment.

In the private sector you would only get paid severance if you
were fired without cause. You wouldn’t get it if you voluntarily
quit. We have 21 MLAs who have already announced their
intention to retire. They’re not being forced out into the wilderness
bewildered and not knowing what to do with themselves. They’ve
made the voluntary decision. They’re going to collect, based on
our estimates — and we are the ones that do all the estimates on
these things and make them public — about $9.9 million, those 21
MLAs who are voluntarily quitting.

Justice Major: Well, that’s because of the amounts involved. But
coming to the principle involved in allowing an MLA time to
adjust to what I think you would agree is a different form of
employment, you’re saying that there should be nothing?

Mr. Hennig: Correct.

Justice Major: In the private sector there are frequently
gratuitously granted transitional allowances. They retire six
months before a retirement date. They’re paid. I mean, that’s
entirely different. It’s private capital; they can do with it as they
choose. It’s not public money. But it’s a fairly common practice
that there is six months or some period of time when people leave
employment but continue to collect for six months while they find
out what they’re doing or go into retirement. There are a variety of
perks along that line that by another name could be called
transitional allowances. But I have your point.

Mr. Hennig: [ think it would be an interesting study to look at
how common that is. I mean, I guess I work in the nonprofit
industry. I don’t know of anyone who has left the industry or any
positions that are similar, you know, heads of nonprofit groups,
that is getting six months of transition as they voluntarily leave.

Justice Major: Well, I don’t know about nonprofit groups, but I
know that banks publicly have reported what goes into the
retirement of a chairman already making $12 million or $14
million a year.

Mr. Hennig: Yeah. I think that’s a very extreme high end.
Justice Major: These figures I’ve never challenged, though.

Mr. Hennig: 1 think at the extreme high end for CEOs of
multinational companies there are, but for the average employee
of a company it’s not that common.

You can also view the job of an MLA as a contract. They’ve
been hired by the electorate to serve a potentially five-year but
more likely a four-year contract with the potential for renewal
after such a point. If you sign a contract in the private sector to do
such type of work, if you sign a four-year contract to work for
someone and they choose not to renew your contract after, you’re
generally not getting paid some sort of transition.

Justice Major: All right. Generally, when you sign a contract in
the public sector, you are contracting to do work that you’re
equipped to do. If you take on a four-year assignment, you’re
planning for what comes in the fifth year because you’re still a
plumber, a carpenter, an architect, or whatever the case may be.
Here you’re not making those kinds of plans.

Mr. Hennig: Maybe they should be.
Justice Major: If they could control the voter, they could.

Mr. Hennig: 1 mean, you can’t always control your employer
when you have a contract in the private sector.

Justice Major: What I’m trying to say is that if [ have a business
and somebody offers me a four-year contract, I know that at the
end of four years he’s going to quit paying me. He’s not paying
me any transitional allowance. So along about the second year I
start canvassing the field to see what’s going to be there when this
contract runs out. You can’t do that as an MLA, not that that’s a
significant difference, but it is a difference.
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Mr. Hennig: I’m not sure I agree that you can’t do that. I don’t
think any politician should take for granted their re-election.

Justice Major: All right. Well, how do you work diligently as an
MLA while planning to be defeated?

Mr. Hennig: I don’t know if you’re planning to be defeated. I
think you’re . . .

Justice Major: Well, now, you have to be consistent there. You
say they can plan for their transition. Well, when do they start
planning?

Mr. Hennig: I’'m saying that there are lots of cases where you
might think or you might hope that your employer is going to
renew your contract at the end of your term but they’re not
renewed, and you have to plan for those. I think that MLAs have
to be prepared for the potential that they are also not going to have
their contract renewed, that they’re not going to be re-elected.

Justice Major: Well, I get your point. It’s no surprise that I don’t
agree with it.

Let’s keep going.
3:40

Mr. Hennig: All right. We’ve prepared here three pages’ worth of
the estimated transition allowances for MLAs if a theoretical
election were held on April 1. These are estimates.

Justice Major: What page are you on?

Mr. Hennig: Oh, sorry. It starts at the bottom of page 30 through
to 33. Those are for every MLA currently in the Legislature, their
estimated potential transition allowance.

Even if you fundamentally believe that there should be some
form of transition back to the private sector, which you and I will
maybe disagree on, these amounts are, to downplay it, more than
generous, I think. We’re looking at one over a million dollars,
many in the $800,000, $700,000, $600,000, $500,000 range. The
smallest of every one would be for Paul Hinman, who was elected
two years ago in a by-election, who would receive, we estimate,
around $76,000. All one-term MLAs would essentially receive
one full year’s pay in the $140,000, $145,000 range. As Brian
Mason called it, the work for four and get paid for five plan. There
is already, basically, a cap of one year for a good 20 MLAs, but
the other 60 are getting well beyond one year’s pay for their
transition — and some of these people may still decide not to run —
if they are defeated. I think there is more of an argument for
someone that is defeated to receive a transition allowance than
someone who has voluntarily quit.

Two last points, one just on the retirement benefits, again
looking at the extended benefits option where MLAs can stay on
their health plan with taxpayers contributing to their premium
costs for potentially five years after they retire or are defeated.
Again, looking at our overarching principle that if it’s available in
the private sector, it should be available in the public sector, there
may be some companies, but I am not aware of any, that allow
their staff whom they fire or who quit to stay on their benefit plan
with the former employer paying a portion of the premiums for
five years. This seems like a perk that is out of the norm for the
average, normal citizen and one that I don’t think is well
understood or known by the general public either. We’re
recommending that that be eliminated and that MLAs are not able
to stay on the extended benefit plan.

Lastly — and I’ll make one more recommendation — the idea of
performance pay. This is something that we often have suggested
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to us, that politicians should be paid on some sort of merit basis.
Sounds great in theory, but it’s not exactly possible in practice.
There are basic tools like recall and other things that may help
solve some of those issues if you’re not happy with the
performance of your MLA, but that’s a little bit beyond your
scope.

There is already a form of penalty pay in place for MLAs who
have unexcused absences from the Alberta Legislature. If you’ve
missed more than 10 days without a valid excuse — and there are
many excuses that are very valid — you’ll be docked $150 for each
day, meaning that, in theory, if last year an MLA decided not to
show up to a single sitting of the Alberta Legislature, they would
have had $5,550 deducted from their pay. I haven’t looked back
more than a decade, but I can’t recall seeing this ever being
applied. I could be wrong on that, but in my reading I don’t think
this has been applied in any recent history. Regardless, the idea of
penalties for poor performance or not showing up is already in
place.

There’s one in British Columbia that we think deserves some
attention and some consideration, and that is that in B.C. the
Premier and cabinet have 20 per cent of their salary withheld each
year. They’ll get half of that back if their own department does not
exceed the spending levels within the estimates. So if they don’t
overspend what they promised they would within their
department, they’ll get 10 per cent of their pay back. They get the
other 10 per cent pay back if the government balances their
budget. We really like that idea.

There was one in Manitoba that was similar although it was
even more significant. Cabinet would take a 20 per cent reduction
in their ministerial pay if they didn’t run a balanced budget. If that
happened two years in a row, their pay reduction doubled, to 40
per cent. So we’re recommending that the Alberta government
implement a similar law to B.C.’s and look at pay penalties for the
cabinet if the budget isn’t balanced and they aren’t meeting their
own departmental targets.

Justice Major: The only trouble with that is that you can act not
in good faith in preparing your budget to guarantee a certainty of
meeting it.

Mr. Hennig: Depending on the way you’ve set up your own
estimates, yes. I think if you’re not balancing your budget, it’s a
bit harder to not act in good faith.

Justice Major: Well, we’ve given you as much time as we can.

Mr. Hennig: I appreciate it. You have a big duty in front of you,
and I wish you all the best.

Justice Major: Thank you. Can you make this available to any
public members that would like it?

Mr. Hennig: This submission is available on our website at
taxpayer.com, and it should be on the front page there now if my
webmaster is doing his job.

Great. Thanks very much.

Justice Major: Okay. Thank you.

Dr. Dinesh Moonshiram
Private Citizen

Justice Major: Go ahead.

Dr. Moonshiram: Thank you. Hon. Mr. Justice John Major,
Companion of the Order of Canada and Queen’s Counsel, I wish
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to extend my heartfelt thanks to you and to the government of
Alberta for giving me the opportunity of making this presentation
regarding the compensation and benefits for the members of the
Alberta Legislature.

I shall start by defining compensation as it is normally
understood in management literature, and then go to the
background of MLAS’ salaries, cover a little bit about a crisis of
trust in parliament, the MLA’s lot will be the fourth topic, and,
finally, the rationale for an MLA’s compensation package and
recommendations. The sixth part will be a mere short conclusion.

In order to arrive at an understanding of compensation, I believe
it is essential to define this term meaningfully as commonly
described by compensation and benefits consultants and leading
exponents of management literature. Compensation has been
defined as the act or state of compensating, the state of being
compensated. Both may sound meaningless, but the third one
seems to circumvent the problem. Here compensation is defined
as something given or received as an equivalent for services, debt,
loss, injury, suffering, as in indemnity.

In management literature compensation is defined as the total
amount of monetary and nonmonetary pay provided to an
employee by an employer in return for work performed as
required. The elements of any compensation and benefits package
are based upon market research about the worth of comparable
jobs in the marketplace; the employee’s contributions and
accomplishments; the availability of employees with similar skills
in the marketplace; the desire of that employer to attract, motivate,
and retain a particular employee for the value or contribution he is
perceived to add to the employment relationship.

3:50

Justice Major: Dr. Moonshiram, it would be helpful if you use
this as a guide because I think if you simply read it, you’ll go over
the time allotment. We’re over now, and that’s my fault, but I’ve
got to get it back on track, so if you can summarize some of the
things that you have. This becomes a public document. You
realize that it’ll be filed and then made public. So rather than read,
if you could just speak freely, it’d be helpful.

Dr. Moonshiram: Very well. Yeah.

The second topic, which is the compensation, is generally
derived from job evaluations in management literature. We
evaluate a job and find out what its worth is in the marketplace
based on the job description, which describes the job in all its
elements: the type of qualifications required, the various tasks and
duties and responsibilities the holder will be required to perform,
the environment in which he would function, and his unique
contribution to fulfilling the requirements of the job description.
Based on those, they arrive at the type of salary and benefits that
should be payable to an employee. This is the approach one takes
in management as far as compensation and benefits go.

Now, as far as MPs’ salaries are concerned, we have to hark
back to England, in the United Kingdom, where most of our
experience derives from. I don’t need to cover the bits about what
happened in the 13th century except to say that in those days, 700
years ago, according to parliamentary archives the going rate paid
by the burghers, which was the equivalent of the MLA, was just 4
shillings a day. The city of London paid its aldermen about 10
shillings a day. The rate for the member for Weymouth, in the
south of England, was simply 500 mackerels a year. All terribly
old and quaint, but in a high-tech, online modern age completely
irrelevant, one might say.

Some proponents of pay for performance, which is advocated
by management gurus, believe that in this modern age there could

be a way of paying MPs a sort of pay for performance. Every year
in the electoral registration form voters get to fill out a simple
declaration, and this can be done online. They could fill out
whether the MLA gets an inflation-linked pay raise this year, yes
or no, and one extra question asking whether if the voter believes
the MLA has done exceptional service to the community, he or
she should get a special bonus in cash or kind. We could thus
revive that splendid medieval practice of some wonderful gifts
while satisfying all the elements of the modern concept of pay for
performance.

The incident with the British Prime Minister. We need not go
into that, but we need to probably cover the quotation that comes
from a 17th century debate where MPs are described as “state-
catamites, upon whom any votes whatsoever may be begotten.”
That is, you can literally buy them at a price. We owe this
quotation to Stuart Wheeler, a businessman, philanthropist, and
sometime contributor to the Tory coffers. This appears on page 10
of his new book, 4 Crisis of Trust. In A Crisis of Trust he
describes the fiddling expense scandal in the U.K., all the fiddlers,
including MPs and ministers from all three parties. He goes on to
say that a recent survey conducted by YouGov for IPSA, which is
the Independent Parliamentary Standards Authority, demonstrates
strong public opposition to a system of allowances for MPs; 69
per cent believe that MPs should continue to make claims for costs
incurred and those claims should be published.

The challenge, the cudgel was further taken up by the Daily
Telegraph. Thanks to articles by the Daily Telegraph the British
Parliament was forced to create this external body, the
Independent Parliamentary Standards Authority, to regulate
payments to the MPs.

Now, as far as the MLA’s lot is considered today in Alberta, I’11
read this page if you don’t mind.

The phrase burden of public service comes up as a ready
leitmotiv when an MLA retires from public service or passes
away, and yet is a painful reminder of the MLA’s lot, more so
when he thinks his may be the next name that could resonate in
that august chamber from the Speaker’s lips.
I go on to quote the sixth stanza in Thomas Gray’s elegy. I won’t
read you that.

Actually, the MLA’s lot is an uneasy one. He pays an
incalculable price for his involvement in public life. Whether in
government or in opposition the MLA has to deploy his
considerable skills in interacting with his constituents, who want
to see him, share their problems, and find solutions to them;
prepare for debates in the Legislative Assembly; be present and
make meaningful contributions at committees and caucus
meetings; engage in fundraising; attend barbecues as part of his
public relations; and deal with innumerable other issues. That is at
the bottom of page 4.

There is a heavy price to pay for all these involvements. He has
no family life or one that can be properly called so. He is the
perpetual absentee father, husband, and friend, the very antithesis
of all Barbara Coloroso has preached to us. Maybe sociologists
should reflect and conduct further and deeper research into this
aspect of an MLA’s burden to assess the impact his involvements
have upon his relationships with his wife, children, and relatives.
The divorce rates, the ravages of consistent bouts of stress, the
culmination of a hectic pace of life confounded by so many calls
on his time are but only a few of the deterrents that would make
the professional and business classes shy away from public life.

In fact, the MLA indemnity and allowances are low in absolute
and relative terms. It would be interesting to find out how many
employees of the Legislature are paid more than an MLA’s
indemnity. In the U.K. that figure currently stands at 80 people
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who work in the Legislature, civil servants who are paid more
than the Member of Parliament. A parliamentary salary does not
support the lifestyle to which most professional and business
classes aspire. There is a real danger that so far as the intake from
the professional and business classes are concerned, we will
restrict that intake. This is clearly not in the public interest. In
order to ensure that members could perform their parliamentary
and constituency duties effectively and have, where necessary, a
second home, the salary of members would have to be reviewed
considerably, and this might yet again be deemed politically
unacceptable.

In a leading textbook called 27st Century Management the
writers highlight two scarce areas. One is knowledge
management, which means that when workers, employees,
managers, directors retire, they go away with the knowledge they
have acquired during their years of service. That knowledge
disappears when the employee, manager, or director leaves the
company or dies, so knowledge management is one of the areas
that management is trying to capture and keep and that could be
used by new employees. The second one, which is more important
than the first one, is talent management. As competition increases,
it is difficult to find the right required talent for certain jobs. Here
we are referring to the position of an MLA.

The next title will be The Rationale for an MLA’s
Compensation Package.

4:00

Justice Major: Given the time — I hate to do this — you’re running
short. Could you move to your recommendations? In your
recommendations you have 10, but obviously you have your
preference.

Dr. Moonshiram: Right. I’ll start with number 1, which is parity.
It has been said that the MLA could have the same salary as, for
example, the most junior judicial figure, the equivalent of a
district judge, or just over $88,000 all subject to tax, or the
equivalent civil servant salary. This is the maximum MLAs can
hope for under this proposal. What about the argument that
potentially talented politicians would be lost to parliament because
of the low pay? Some say that ego and ambition will overcome
that barrier.
The second proposal I’'m making is . . .

Justice Major: Which of these is your recommendation?
Dr. Moonshiram: Well, certainly not the first one.
Justice Major: Not the first one. I thought that.

Dr. Moonshiram: The second one, in return — and this would be
my one — for a taxable . . .

Justice Major: I want you to tell me which ones you recommend.

Dr. Moonshiram: Yeah. Number 2. It is in two parts. In return
for a taxable indemnity for MLAs, which represents a 28 per cent
increase, and to bring their compensation more in line with other
provinces and for reasons of transparency and openness, it is
suggested that MLA compensation be brought to $100,000 per
annum. In this case, the additional allowances would simply be
eliminated altogether. The total remuneration currently stands at
$78,138.

As far as additional and special members’ allowances are
concerned for the Premier down to the chief opposition whip, they
would be, again, simply eliminated. Here the MLA indemnity
would be added to their current additional and special allowances
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and the sum increased by 30 per cent. The total amount would be
subject to tax.

Justice Major: What would your recommendation be for the
cabinet and the Premier?

Dr. Moonshiram: The cabinet and Premier could maintain their
current salaries.

Justice Major: Current difference?

Dr. Moonshiram: Yes, except we’d increase their allowances by
30 per cent, but that would be subject to tax. The alternative to
number 2, above, would be to increase the MLAs’ indemnities by
the simple figure of 2.9 per cent, which has been withheld so far,
and leave the allowances untaxed, but all expenses under the
heading Allowances would have to be justified with appropriate
receipts and annual independent audits.

Number 4. Another suggestion would be to keep the starting
salary of MLAs as it is currently and then to increase their pay by
$10,000 for every four years they are in office to reward the
accumulated wisdom, experience, dedication, and age. We keep a
sort of pace with the rewards they might have received for
promotion and long service in the commercial world, where the
pay is increased by notches every year.

Current staffing expenditures to help members perform their
parliamentary duties would be maintained with an increase of 2.9
per cent of their basic salaries.

We’d also advocate a communications expenses budget of a
maximum of $20,000 per annum to each MLA to enable him to
communicate in a proactive manner with his constituents about
their parliamentary duties, regular reports, newsletters, surveys,
questionnaires, advertisements on meetings and surgeries, web
designs and upgrades.

As far as the resettlement or transition allowance is concerned,
it is a fact that some degree of social stigma seems to accompany
the MLA once he leaves office or goes back to resume his
nonparliamentary role. A member who ceases to be an MLA
either through nonselection or of his own accord should continue
to benefit from an adjustment/resettlement allowance amounting
to between 50 per cent after two terms in office and 100 per cent
after five terms of the annual indemnity once parliament is
dissolved.

The eighth suggestion. It is suggested that an appropriate
pension scheme be introduced for each MLA. In the UK.
members are free to choose to contribute 5.9, 7.9, or 11.9 per cent
— these are the accrual rates — of their indemnity to a government
pension scheme. In return, the government would fund the pension
scheme with a similar amount. In some Commonwealth countries
the government funds the pension scheme with twice the amount
of the member’s contribution. So if the member contributes 5 per
cent, the government puts in 10 per cent.

It is also suggested that an in-depth actuarial exercise be
conducted to assess the validity and sustainability of such a
scheme before its operation. However, a pension scheme remains
a must for MLAs who either through old age or electoral defeats
may not have other means of guaranteed financial support. The
amount of pension payable would naturally depend on the rate of
contribution and length of membership in the scheme.

We also advocate a contributory medical scheme for all MLAs
and their immediate family members. Such a scheme would cover
dental, optical, ophthalmic care, and equipment as required.
Again, the rates of contribution and an actuarial exercise should be
carried out before such a scheme comes into operation.
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Finally, we recommend a register of interests for all MLAs.
This would require all earnings accrued by members other than
through their parliamentary salaries to be declared.

In conclusion, we hope that the Legislature’s response to the
recommendations will have a significant impact on the calibre of
the people who decide in future to enter and remain in it. That in
turn will determine the quality of the Alberta Legislature itself. It
is expected that MLAs maintain and promote the high degree of
integrity and probity required of them when making claims for
expenses incurred in a transparent and open system and be subject
to regular, independent audits.

MLAs should stop pretending that they are a special case and
should accept that they have to keep their receipts and claim the
money back like most taxpayers who claim expenses in their own
jobs. Breaches of the rules should be robustly enforced, and
MLAs should be seen to deliver value to their constituents and to
the province at large.

Justice Major: Thank you. This will of course be on the website?
Dr. Moonshiram: Indeed.

Justice Major: Is Mr. Dorosh next?

Mr. Dorosh: Am I free to proceed?

Justice Major: Yes. Please do.

Grant Dorosh
Private Citizen

Mr. Dorosh: Thank you, Your Honour. As I indicated to Giovana
before I attended here, it’s at this point in terms of presentations
where sometimes you feel redundant because what someone has
already said is what you wanted to say. So with your permission
and because I promised my wife that I’d be back to resume my
normal duties of babysitting my grandchildren, I will proceed as
quickly as possible here.

Justice Major: We’re thankful for that. I read your submission,
and I hope you don’t take us through the numbers.

Mr. Dorosh: Oh, no, no, no. I provide them as an example in
terms of the wonderful documents online, that are available to any
citizen, that are produced by our government. I think they
recognize the circumstances and the reality that average taxpayers
are dealing with in terms of their own circumstances and
situations.

4:10

What I’d like to do if I can, Your Honour, is jump to some
points very, very quickly. I will keep my comments, as I directed
to you, within the time frame. Initially I had wanted to keep it to
10 minutes or five minutes, not knowing the presentation style that
was going to be before me here.

As anecdotal history what I’d like to do before I present is just
give some credit to Mr. Speaker in terms of his service to Alberta.
I think the one thing — and I’'m so thankful the previous speaker
mentioned it — is that the impact on family is something I don’t
think any of us can really understand. Having known MLAs and
MPs, what the family takes in terms of the pressure, the personal
attacks: I don’t know if you could pay me a million dollars to take
that job, quite frankly. That’s one part of the analysis that we have
to look at in terms of remuneration and indemnity. Oftentimes it’s
not just the MLA; this is family as well.

In terms of some anecdotal history I just want to by means of
full disclosure state that I am a private individual. I have no
attachment to a political party or any other vested third-party
interest group. The comments and opinions are mine and mine
alone.

In coming here one of the surprises that I had was seeing Mr.
Hennig at the door. Just for disclosure I will indicate to you that
many years ago, in 93, I did participate in an activist movement
where we did quite successfully through the association at that
time eliminate the Alberta pension plan.

I think one of the things that you learn very quickly is that when
you get into that sort of stage — and Mr. Speaker brought it up —
politics and the power of the electorate cannot be underestimated
where there is a perceived imbalance. What you can do with
information and how powerful it is can create change within our
political system. That being the reality, what I think the real
relevance is in terms of where we go with this is how the
individual will perceive those that are governing and what their
reward is versus what they have. It’s a natural human reaction.

I think that circumstance was indicated to me by a then MLA
who participated with us, and I’ll give you the quote that he told
me at the time. He said: Grant, there are so many within our
caucus that agree with you, but we have to stand behind the
position within caucus. He indicated: the danger you have here is
that we’ll get rid of the MLA pension plan, but they’ll put in
something worse. I think looking at it in today’s perspective, that
transition allowance is worse. In the sense that we have an open-
ended means to be able to allow a transition to the private sector,
using just the mere words “$1 million payout™: I can assure you,
sir, that will not go over well with the majority of Albertans.

Justice Major: I think that’s become pretty evident.

Mr. Dorosh: Yeah. You don’t have to be a rocket scientist to
understand that $1 million means a lot to a lot of people.

In that regard, based on the comments of Mr. Speaker, he is
quite correct. These are devastating losses when you lose an
election. To be able to get back the psychological parameters that
I’ve seen personally in terms of MLAs or politicians that I know:
it is devastating. Some of them never do recover.

With that said, one of the elements that I think we’re looking at
here is that it’s important that your deliberations and
recommendations also come at a critical time for Alberta and for
the direction we expect our elected leaders to take in regard to
their remuneration. If I may, I would just like to quote the greatest
Austrian economist, Schumpeter, perhaps who said it best.
“Nothing shows so clearly the character of a society and of a
civilization as does the fiscal policy its political sector adopts.” I
think that our MLAs, therefore, have a critical function in setting
an example for Alberta public servants of the expectation of what
constitutes a just payment for services rendered.

I think Mr. Hennig highlighted that, that the MLAs are kind of
looked at as the benchmark. What they get oftentimes is translated
into what our public servants want. I think that by any measure, if
we take a broad view in terms of what is offered in the private
sector, Mr. Hennig has a point. There are credible institutions,
whether they be the C.D. Howe or the Fraser Institute, the right-
wing think tanks. For that matter, within your city at the
University of Calgary some professors also came out recently
indicating that the remuneration for the civil service has been
spectacular in comparison to what has been the reality for those
that are within the private sector.

Looking at the reality of where we are in regard to historical
terms as reflected in these numbers, I think that we’re not out of
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the woods yet in the sense that if we have a prolonged economic
contraction that leads to difficulties in terms of the stock market,
those investments, even for us that have CPP or OAS
expectations, may not be there for us.

The reality is that many years ago in Alberta we took the
courageous stance that as a province we were going to do the right
thing and show leadership, and we cut our deficit. I think that as a
correlation we discuss these realities and circumstances that we
find in terms of where we go next. I think the reality, really, is that
what is decided here — and you’re quite correct. Who knows what
the next government may be? The reality is that it will send
messages to others and to those that basically have much, much
larger participation and stronger voices than what we as
individuals do with regard to our pensions.

Now, I think the information in terms of the attachments that
I’ve provided for you are really, sir, quite self-explanatory.

Justice Major: I have been through them. I've looked at the
charts.

Mr. Dorosh: 1 would like to provide for you — and lawyers are
great for this; they always like to show precedent — the report of
the MLA Pensions Review Panel as submitted to the New
Brunswick Legislature by Justice Angers, specifically his finding
on transition and training allowances. I think they represent a good
start on how we can implement within the Canadian context.

Justice Major: You're talking about what you’ve attached?

Mr. Dorosh: Yes. I think that provides a good starting point.

If I may also just make a comparison — and Mr. Hennig in many
ways beat me to the punch. I had the good fortune to live in the
United States. I was in California, Oregon, Washington, and
Arizona, and I had the opportunity to experience the full-time
California state Representative and the other part-time
Representatives. The interesting corollary there is that so many of
the U.S. state legislators don’t become career politicians.

Now, at the federal level that is a different scenario. Their form
of government in many ways has a different attitude towards who
keeps a cap on the asylum, so to speak. What I found in terms of
the part-time Representatives was that they were full value for
their money, and because they retained their roots in their
community, they retained, I feel, a closer representation of what
people actually represented rather than in some ways being
outside that sphere, if that makes any sense whatsoever. In terms
of transition for many of them, it’s quite an easy one because
they’re already established.

So I think that’s one of the corollaries that we do have within
our system that we have to take a look at. Do we want to
encourage lifetime career politicians? I think political experience,
as indicated by what Mr. Speaker provided today, is invaluable.
But at the same point does it become a bit much? Should the
remuneration reflect reality, that really what we want to do is
move to something like term limits and, therefore, have a higher
turnover, so to speak, of our representatives. I mean, there are
many things that we can attribute to remuneration and what we
expect the system to return in terms of not only how the
representative will interact with us but how long he will also stay
in office.

If I can just get directly to the specific areas of your mandate
because I followed that very, very closely, we’re really in a
situation, in my opinion, of looking at the areas that really upset
people, the transitional allowance and double-dipping. Double-
dipping has always been a problem. I think that for those that are
in a situation where they do want to double-dip, it gets to the heart
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of our democracy. Do we want the legacy for our politicians to be
what did they get out of the system or what did they contribute? I
think the element in terms of double-dipping just at the gut level
will rub so many people the wrong way.

Justice Major: What double-dipping are you referring to?
4:20

Mr. Dorosh: I'm referring to the ability to take multiple pensions
at the same time, whether it be a legislative or public service or an
MLA that is fully vested in the old MLA pension plan that was
eliminated in 1993. He gets that plus he worked as a teacher or
worked for the county or worked in a provincial government, so
he gets that pension plus he’ll get his MLA remuneration.

I think there is this, if I can, man-on-the-street attitude: that’s
greedy. I think that that balance is one that the MLAs themselves
can address and recognize as to what they want their legacy to be.
In other words, they, more than any of us, can decide: do I want to
be known as the guy that robbed the piggy bank, or do I want to
be known as the man that went to represent my constituency and
did the best that I could?

One of the other things that I would very, very quickly, just in
summary, also give an off-the-cuff on, if you don’t object, is in
terms of how I perceive the model now, and then I’'m going to
conclude. In Alberta we appear to have adopted the model for our
MLASs’ compensation as having your cake and eating it, too. In
other words, they expect a big full-time wage and then a big payout
once they leave office. This can no longer be the reality if we are to
have social peace and fiscal responsibility. It must start with our
MLAs, whose own greed is quickly transferred to the public
servants, who equally are well rewarded, often on the backs of what
we pay our MLAs.

‘What I’'m really hoping will come out of this is that Alberta again
will show national leadership and adjust the compensation to reflect
comparatively what average Albertans receive as a wage and
pension upon retirement. From my interaction with people through
the many activist things that I do, I’ll tell you that the vast majority
of Albertans don’t disagree that we should compensate our MLAs. I
think that the reality it gets to — and I’m just going to tell you a
truism that I note here. I’ve noted over the years that I’ve yet to
meet a poor MLA or a poor MP who has left public office. I don’t
say that just in regard to compensation and a pension or allowance.

I think Mr. Speaker raised a good point. I think it’s time,
perhaps, for MLAs to also reflect on the merits or great reward
that public service brings and the nonfinancial compensation they
receive in advocating for their constituents. As I read I think they
call it the citizen’s guide to the Legislative Assembly, so much of
what we expect from our private members, those that aren’t in the
executive or cabinet, they can actually ask as our advocate. I think
that that reality at the end of the day can be most rewarding for
those that don’t get the high-profile jobs. Did I do my job? Did I
represent my constituents? I can tell you that I think that in that
part alone maybe some of our MLAs are not recognizing that.
Really, why do we elect them in the first place but to represent us?

I wish, Your Honour, to state in conclusion that I do respect
your good public service to the people of Canada in protecting our
personal liberties and freedoms and plead your review will also
protect the financial freedoms of all Alberta taxpayers by bringing
a just reward for MLA compensation that reflects the ability of the
average Albertan to pay a fair and just level of taxation. I think
that that at the end of the day is what’s going to allow us all to
have social peace and to return to a civility that we really need to
have in terms of how we view our MLAs.
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I just want to tell you something in closing that I was kind of
hesitant about because I don’t know how much privilege we have
here in the sense of whether we’re protected.

Justice Major: Quite a bit.

Mr. Dorosh: You know, there is an aspect and element in terms
of my association with the Association of Alberta Taxpayers that I
just want to reflect on that gave me some concern this weekend. It
was the very executive director who at that time assisted us and
presented our petition to then-Premier Klein who this week was
reported by the Canadian Taxpayers Federation to be in line for a
$4.53 million pension. I guess what I’'m trying to say is that
sometimes you can advocate on the outside, but the real measure
and mien of an individual, to me, is: what do I do when I have that
position?

I conclude with I can only hope that the MP who 20 years ago
stood beside us will now stand up and say: you know, I’m not
taking it. I think that option is probably the one area that you
could have an impact on in terms of making a recommendation. In
terms of the state of Montana, that is the only American one that I
would bring in right now that does allow them to opt out. That
could be a very, very powerful clause for those that say: yes, I
agree that we shouldn’t be doing this. In other words, give them
the option as well because there are many MLAs, MPs that will

tell you: I don’t want it. But they’re forced to take it because of
legislation.

Justice Major: Are you sure that that’s exactly correct?

Mr. Dorosh: My understanding is that at the federal level they are
forced to. We sent a whole bunch of Reform candidates down there
— and I think Mr. Speaker could address it more — but I think they
were ultimately forced by legislation to participate in that.

Justice Major: It was voluntary, and Mr. Speaker was one of the
few who did not take it. You will recall that Reform went down to
eliminate pensions, and then they could buy in. There were only a
few, Mr. Speaker being one, who did not buy in.

Mr. Dorosh: Right. But whether or not I have my facts correct, I
think that option should be made available to the individual MLAs.
I do thank you again for your time, sir, and wish you well.

Justice Major: Thank you. It’s helpful that citizens come forward
and help us.

Mr. Dorosh: My pleasure. Thank you, sir.

Justice Major: Well, we’re finished for the afternoon. We’re on
schedule now, so we’ll adjourn until 6 o’clock.

[The meeting adjourned at 4:27 p.m.]
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6:01 p.m. Monday, January 23, 2012

[Justice Major in the chair]

Justice Major: Well, as you know, my name is Justice Jack
Major, and I’'m conducting an independent review of the
compensation and benefits for MLAs.

As far as my own background is concerned, I was a lawyer in
Calgary for 36 years and then went to the Alberta Court of Appeal
and on to the Supreme Court of Canada. I left there in December
of 2005. Since then I have been on the Securities Commission in
Calgary and was the commissioner for the inquiry into the
bombing of Air India flight 182.

The purpose of this, as you know, is to make recommendations
to the Assembly with respect to compensation and benefits for
members. Whatever recommendations we make go to the Assem-
bly for debate, and they will accept them or reject them.

We’re also seeking to get as much public input so that that can
form part of the report and to pass it on to the politicians.

We’ve allotted the time, trying to keep on schedule, and we
have you for 15 minutes and perhaps five more if you need them.
You’re not compelled; you’re free to say what you have to say,
but you can’t say it for more than 20 minutes.

I guess we’re ready to start if you’re ready.

Adil Pirbhai
Private Citizen

Mr. Pirbhai: Thank you very much. My name is Adil Pirbhai.
I’m a resident of Edmonton, and yes, I have run for public office
in the past.

We run for public office to help our city, our province, and this
great nation. We should believe in improving the lives of our
citizens. We should ask serious questions. Why is it that the
citizens of this province and my city stay home during the
elections? In the last provincial election 60 per cent of Albertans
actually stayed home. In the last civic election in this city 65 per
cent of Edmontonians didn’t bother coming out. Many citizens
believe that whoever runs for public office is a crook. Whether
this is fact or fiction, I believe some citizens are correct in saying
it.

The words that former President John F. Kennedy said in 1963
should apply here as well: ask not what this country can do for
you; ask what you can do for this country. We constantly hear
from all levels of government, the Prime Minister and the
Premiers: we work 24 hours a day, and we deserve higher pay and
higher benefits. That’s far from the truth.

In 1993 former Premier Ralph Klein got rid of government
pensions when he was in office, and since then every Premier has
increased their pay and benefits. MLAs who sit on committees get
paid per hour. Just two and a half years ago the Members’
Services Committee agreed to 30 per cent pay hikes and perks.
Just as an example, the outgoing Speaker from Barrhead, Mr. Ken
Kowalski, the outgoing Premier, and many MLAs who are about
to retire when the election comes will receive more than a million
dollars in severance packages. When Premier Ralph Klein got rid
of the pension plan for the Premiers and the MLAs, instead they
topped their severance packages and other benefits.

Mr. Chairman, just compare that to the average citizens of this
province or anywhere else who will never earn that kind of
million-dollar severance package. Okay? Just look at the current
city council in Edmonton. For the last five, six years they, too,
have increased their pay hikes and perks, and they always say that
it’s nonpartisan. The citizens of Alberta who earn less than $14 an
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hour and whose lives are far more in danger than the Premier’s or
any MLA’s, even the Prime Minister’s, are the people who work at
McDonald’s, those people who work at Mac’s, those people who
serve us whenever we go out to eat. Those are the ones who work
hard, who play by the rules, and they don’t get anything. Those are
the people, those regular folks, like the former Premier said, the
Marthas and Henrys, that are the ones who should decide how much
the Premier and the MLAs are worth.

I didn’t personally believe it when I heard Ken Kowalski say the
other day that: “T deserve my severance package. I’ve been in office
for almost 30 years, and I’ve never had time to spend with my
family.” That’s absurd. That’s absurd.

I urge this committee to listen to the average citizens through you,
Mr. Chairman. I ask you to tell Premier Alison Redford, who
appointed you if I’'m not mistaken, to look into the MLAs’ pay hikes
and their pensions.

Justice Major: It was actually the Speaker that appointed me.
6:10

Mr. Pirbhai: Mr. Ken Kowalski.

It should be the average citizens who should decide, not Mr.
Kowalski, with all due respect to you, sir. And it wouldn’t be you. I
believe it should be decided by the people of this province in a
referendum, as we heard that the Premier has also decided that she
will hold the election for Senators. This should be put to the citizens
of this province.

I know this could be out of boundaries here, but the average
citizen — I worked part-time; I don’t mind saying it. I worked part-
time in the Baccarat Casino downtown because a friend of mine
from my day job told me that she works in a poker room because
she wanted to do something part-time. She asked me to come and
apply to the Baccarat Casino, and I did. I went through all kinds of
security clearances, and I got hired. Let me tell you, Justice Major,
that in 2006 I started working part-time at the Baccarat Casino for
$8.40 per hour. On top of the $8.40 an hour I received what’s called
a tip. It amounted to $3 an hour. Sometimes when they were short-
staffed, they used to phone me at my other office, my day job.

The increase that I got when the minimum wage went up in this
province I think was about 10 to 15 cents per hour. The increase that
they gave to me and to everyone working at the Baccarat Casino —
it’s a very stressful job. You are under constant security. Constant
security. It’s most stressful work. I know MLAs work hard, but
under constant stress the pay hike that we got was 15 cents an hour.

Then I hear the arguments from Mr. Kowalski, with all due
respect to him and to MLAs, that they keep on saying that they work
hard seven days a week — I have run for public office; I'm a junkie
when it comes to politics — and that’s further from the truth. It’s
further from the truth. I’'m not going to mention anybody’s name,
but I am going to say this. When I hear MLAs say, “We work hard
for what we are doing,” I saw this MLA when I ran for city council,
this person who was an elected MLA, helping her husband out to
run for public office. There are several examples. We are constantly
being told the same line by every MLA, including federal, including
city: I am working hard for what I do six days a week. That’s not
true. Government MLAs get hard-working employees that they hire
in their constituency offices. Those are the people who work hard.

Justice Major: What we’re really talking about is what MLAs
should get, so what do you think they should get?

Mr. Pirbhai: Whatever is the inflation rate. We shouldn’t go by
what the Fort McMurray — you know, Statistics Canada uses fig-
ures from Fort McMurray. You can’t go by Fort McMurray
because Fort McMurray is an oil patch. If I had a trade — I don’t
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have a trade; I’'m an accountant — I could make $100 an hour. That
is hard work. We constantly hear Statistics Canada say the average
salary in Alberta.

I don’t believe that MLAs should keep on getting a 30 per cent
pay hike as they took two years ago. And every year after that
they have gotten increases more than, actually, the average
citizens of Alberta make. I don’t believe that, and I personally
don’t believe it when an MLA says that. It makes more people
mad when they keep hearing that MLAs are making more money
because they have the same one line: I'm working hard. It
shouldn’t be that way.

Justice Major: I think I have your point. You have used up your
20 minutes.

Mr. Pirbhai: If I can just make one final comment.
Justice Major: Yes. Go ahead.

Mr. Pirbhai: Mr. Major, if I can say this. When you present your
report to the Speaker of the House, if you can just say this, that in
this province our minimum wage was just increased. Now it’s up
to $9 an hour. It is the lowest in the nation. Where are the same
politicians? I’'m not asking you. There were unions. I’'m not
speaking for those 99 per cent of the population of this province. I
would ask you to recommend to the Speaker that these politicians,
including the MLAs — they are the top 1 per cent, and they should
listen to the 99 per cent.
Thank you, Mr. Chairman.

Justice Major: Thank you. You understand that I just make the
recommendation, that I pass it on, and it’s decided by the
Assembly?

Mr. Pirbhai: I understand, sir.
Justice Major: Okay. Well, thank you for coming.

Mr. Pirbhai: Thank you very much.

Laurie Blakeman, MLA, Edmonton-Centre
Alberta Liberal Caucus

Ms Blakeman: Thank you very much. Do I address you as Justice
or as Honourable? If you would give me the correct address.

Justice Major: You can take your pick. You can say Mister if you
like.

Ms Blakeman: All right.

Thank you very much for putting in your time in this particular
endeavour, and I hope that you’re still friends with Speaker
Kowalski at the end.

My name is Laurie Blakeman, and I would welcome you to my
fabulous constituency of Edmonton-Centre. I am speaking tonight
as a member of an opposition party but not specifically
representing, necessarily, the views of the Official Opposition. All
of my comments tonight have already been spoken in the
Assembly at various times, so none of this is particularly a secret.
It includes my observations of differential pay between govern-
ment backbenchers and members of the opposition, resettlement
allowances and life after politics for members of opposition
parties, and also some issues around the tax-free portion of MLA
pay.

Now, let me be clear. I am not complaining about how much I
am paid. I came into politics as an artist and as a not-for-profit

manager, and frankly to those two sectors politics looks like a
very well-paid and stable career choice. So I’'m not complaining
about how much I’m being paid. But I do want to make the point
that there are differences between how pay and benefit packages
affect members of the government party and members of
opposition parties. For an example, for the last 15 years I have
consistently been paid less than government MLAs.

Now, prior to the implementation of the pay that recognized all-
party policy committees, every government MLA outside of
cabinet was paid in the range of $20,000 to $40,000 a year to chair
or to sit on some committee or another, and that is verifiable
through the MLA pay and benefits statements. In fact, a number of
these committees that government MLAs were paid to be on were
covered by the media just shortly before the practice was
abandoned and the new pay was implemented.

6:20

Not to pick on one in particular, but one of the members was a
member of the Alberta-Idaho border committee, which never met,
never produced any documents. When questioned, the member
responded that she was under no obligation to account for what
the committee had done or not done. I’ll just note that Alberta
doesn’t share a border with Idaho. So there was certainly an
ability of government to compensate its members, and they chose
to do so. I was not able to discover any member of the government
party that did not receive an additional amount of money, above
the base pay, for committees which allow only government MLA
participation.

Now, additional monies paid to members of the government
party has a double effect as this money counts towards any
calculation of a resettlement or a transitional allowance. Over a
period of four years at that $20,000 to $40,000 mark you’re
looking at a differential of $80,000 to $160,000 that this per-
centage is then based on and from which the resettlement funds
are calculated.

Since the new program of compensating all members for
committee work, I notice that again members of the government
party are being paid additional sums for sitting on government
committees, which pay in the range of $40,000 a year and which,
again, allow only government MLAs. So there are two examples
of differential pay.

I’'m going to underline again here that I am not complaining
about the pay. I am very honoured to be paid to work on positive
changes for public policy and for good government. But I don’t
want this review to go forward believing that the status quo is
equal or equitable. No one has ever produced a compelling argu-
ment on why government private members should be paid more
than opposition private members.

A second issue that I want to offer as observation to the review
panel is the resettlement package. Now, this benefit is to assist the
members to successfully transition back to nonpolitical life. To
many, probably even most people, these amounts accrued over
terms served by members seem like a lot of money. The previous
speaker certainly reflected that. But my observations show, again,
a differential impact on members of opposition parties, and I’ll
explain how.

This is a province where one political party has held power for
longer than most people’s working lives, over 40 years, so there is
a culture of power and exclusion that exists as a result of that. Fair
or not the experience is that members of opposition parties have a
devil of a time finding work that pays a reasonable amount once
they leave political office. There can be exceptions to that, people
who can return to a family business like a farm or who can quickly
upgrade and return to a professional law practice or medicine.
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In my experience, looking at my previous colleagues and other
colleagues in opposition, it’s at least two years and sometimes more
for a member to find other work that pays a living, reasonable
amount. I want to underline that a resettlement allowance is to be
used as a transition, not as some kind of lump-sum pension
contribution.

When I think about people I’ve served with who served well and
came from varied backgrounds, as it should be — you know, your
Assembly wants to be reflective of the public it serves — Sue Olsen
was a police officer, Grant Mitchell worked in finance, Lance White
was an engineer, Mo Elsalhy was a pharmacist, Bruce Miller was a
minister. The list of these people goes on, and all of them have been
unemployed, underemployed, or had to significantly retrain.

Now, in my case I come from the not-for-profit sector, or the
NGO sector. Reasonably, what not-for-profit agency is going to hire
me when every one of them is dependent on some kind of contract
or grant or licence from this government? So we have 40 years of
one-party rule. There are certainly examples of where NGOs have
received — and I’m going to put air quotes around this — visits from
high-level government officials to advise them that a certain
behaviour should not continue. Even worse now is the self-
censorship by those NGO organizations who believe that hiring a
member of an opposition party would result in some kind of a
negative response from government. In other words, they fear being
punished if they hire a member of an opposition party.

T expect, using myself as an example, that I’ll have to use my
resettlement allowance to retrain, to live on while I go back to
university and retrain in a completely different field. I’ve asked and
have been told that my years of political experience won’t count in a
university setting, and I could expect to spend three more years in
university in order to qualify at another faculty and then complete a
master’s degree there.

On the same topic of resettlement I ask the justice to also consider
the money at hand after an individual pays tax on that income. A
$500,000 resettlement after taxes is $300,000 in the bank account.
Invested now for the average age that you’ve got of people leaving
politics, middle age, and at 3.5 per cent that would give a member
approximately $14,000 a year as retirement income.

Justice Major: Where would you get the 3 and a half per cent?

Ms Blakeman: Well, that’s the best you can possibly get in any
kind of investment at this point in time. I was trying to be positive.

Justice Major: Do your math at 2 per cent.

Ms Blakeman: I’m not going to do that without a calculator now.
I would just embarrass myself. But it’s significantly less.

Justice Major: I take your point.

Ms Blakeman: Okay. Really, my point is that it’s not a lot of
money, and if you’re going to have to use that money as a
transition, you’re not going to have it in the bank after the fact. So
to look at it as some kind of lump-sum pension payment I think
does a disservice to a number of people. Again, I’m not complain-
ing about the pay or the resettlement, but I came here to make sure
that it was on record that in this province at this time pay and
benefits like the resettlement allowance are not equal between
members of the government caucus and members of any
opposition caucus.

Justice Major: That’s because the government members through
committees earn more?
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Ms Blakeman: That’s correct. On committees that only govern-
ment MLAS are able to serve on.

Justice Major: I understand what you said. Yeah.

Ms Blakeman: The last point I want to bring to the justice’s
attention is the idea that we have a nontaxed portion of our salaries.
I would offer my observation that I think that should be abolished. It
just confuses people, and it seems like we’re sneaking away with
something. Currently it’s expected that the members will cover any
additional costs from that nontaxed portion, but one of the things
that does get covered in there or is supposed to be covered in there
are tickets to events in the community.

I want to let the justice know that this may have worked once, but
it certainly doesn’t work anymore. Part of that is the government
funding policies that cause all of these not-for-profits to charge
money for everything. They’re always trying to raise money, so
even annual general meetings now have a silent auction or a 50-50
raffle or something on the side to make money. I am no longer
invited to attend an event to honour volunteers or to know more
about the organization or, you know, to just participate in the
community or support the community. I’'m asked to purchase a
ticket. I checked at my office. I’'m now averaging requests between
$750 to a thousand dollars a month in invitations to purchase tickets
to fundraising events. Of course, I can’t pay for that out of my
constituency budget, and I don’t know that I’d want to, and I
certainly can’t afford personally to continue that on an ongoing
basis.

To conclude, I really think it’s important that MLAs do not set
their own pay and benefits. No oil executives in Alberta are able to
do that. No CEO can do that. I don’t think it’s appropriate for us to
do that. I think it should be determined by an independent
committee.

Justice Major: Composed of whom?

Ms Blakeman: I don’t care. It just shouldn’t be a final decision
made by the people who are then the beneficiaries of it. It’s
inappropriate. If you want to put a past MLA on there, fine. Justices,
fine. I think there should be members of the public on it, quite
frankly. T just think it’s inappropriate for someone to vote them-
selves their own pay and benefits. Nobody else gets to do it. Why
are we special?

As I said before, I think the tax-free portion of the MLA pay
should be abolished, and the pay should be appropriately set.

6:30

Justice Major: On that point you’re not alone. What the question
I’ve asked others is that if you abolish that — what that is is really a
contribution by the federal government by waving the tax. There’s a
special tax exemption under the Income Tax Act, section 81, that
permits this tax-free allowance. It’s restricted to MLAs in that
section, but others go on to cover council. I don’t know why that’s
there, but it is there. So if you eliminate the tax-free allowance, the
government of Alberta would have to bring you up in your pay to
account for that.

Let’s use some rough numbers. If the tax-free allowance is
$25,000 a year, then the government would have to pay $40,000 to
the members so that they could pay their taxes and be left in the
same position that they are now. Taken in that light, it’s a subsidy
by the federal government to the province of Alberta.

The gentleman from the tax association was in favour of
eliminating it on the basis that a million dollars wasn’t that much,
but I’'m curious why we would absorb that extra payment when the
federal government is really subsidizing the tax-free allowance.
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Ms Blakeman: Thank you for pointing that out because I like to
learn something new every day, and that’s what I’ve learned
today. I've served for 15 years. I had no idea, as far as the
accounting itself is done, that that’s where that benefit comes
from.

What I see is that we seem to go out of our way in political life
to make it hard for people to understand what we do, how many
hours we work, what we’re paid, and why. This is part of it. The
whole idea that you’re paid $85,000, but it isn’t really that because
it’s really $100,000 because some of it is not taxed just makes
people go: then how much are you paid and why?

To me it’s a question of transparency and accountability. I'm
perfectly happy to have my salary released publicly and all the
benefits that go with it. I think that’s very appropriate, but it’s
very difficult to explain to people why you have this nontaxed
portion.

We’ve been told by the Speaker that that nontaxed portion is to
cover things like tickets to events, but given the additional
expectations that we place on ourselves and others place on us
about dry cleaning and clothing and all of that sort of thing, you
do use up that untaxed portion pretty quickly in accommodating
the job itself.

I didn’t know it came from the feds, but I would still tend to
argue that we should just pay the money because that’s what it is,
and that allows people to see what we’re actually paid and not
have to get into some arcane . . .

Justice Major: How about explaining it rather than paying it?

Ms Blakeman: I wish you all the luck in the world. Most people
believe that if the House isn’t sitting, we’re on holidays and I’'m
sitting on a beach eating bonbons and reading fashion magazines.
People want to believe that. They’re not entirely open to believing
that we are doing other things. Trying to persuade the public that
this is a good deal for Albertans because the feds are covering it,
well, T think they would argue back that it’s the same taxpayer.

That was the tax-free portion. I personally would prefer that just
a plain old joint-contribution, defined-payout pension plan be
established for MLAs that would start at 65 or whatever appro-
priate retirement age is determined. That line, I recognize, is
moving pretty quickly now, and I’'m happy to contribute to that.

Coming from the not-for-profit sector, I was never paid enough
money in that sector to put anything aside, so I came into politics
with very little in any kind of pension set aside. I’ll be leaving it
with not that much more although I’'m grateful for what I did have,
but I’m quite worried about how I am going to exist in retirement.
I don’t expect this job to have to pay the full freight on it, but I'm
quite concerned about it. I think I’ve been able to contribute, and I
think my background has been valuable to the Assembly. I believe
you should have a number of backgrounds of people, but that does
mean we’re going to have to look at how they’re going to be able
to fare in retirement given that they’re probably elected during
their most productive and highest-earning years.

Justice Major: The transition allowance: I take it that you’re in
favour, because of the reasons you gave, that there be some
financial help in getting back into the mainstream. Do you have
any opinion on how long that should be? The complaint that I’ve
read in the paper is that retiring members, if they’ve been there for
15 years, then the whole 15 years count. Others have said here that
there should be a cap, that no matter how long you’ve been in, the
transition allowance shouldn’t exceed six months’ pay or a year.
Do you have any view on that?

Ms Blakeman: I would lose my house if it was a six-months
transition. I just think given the political climate here I’'m not
going to be able to get a job where I could expect to get a job,
which is in the not-for-profit sector. That’s just the way it is here,
you know? “Suck it up, princess; move on,” which I expect to do.

I think it’s important that we recognize that people come from
different backgrounds, and there does seem to be a difference be-
tween the kinds of backgrounds that members of the governing
party come from and people from opposition come from. The
chance of their coming into it having come from a sector that is
not giving them very good retirement benefits is pretty high.

I’'m definitely going to use every penny of that resettlement to
resettle. I will be entitled to four terms’ worth at this point, and I'1l
end up using all of it to try and get myself to a point where I can
get a decent job in another sector.

I don’t know if you can be as abrupt enough to say, “It should
be capped at this” for all of us because the point is that we all
come from different backgrounds and different sectors. We’ve
served for different times. My argument is that it shouldn’t be
based on the fact that there is differential pay between government
members and members of opposition.

Thank you for hearing me out. I appreciate that very much, and
I appreciate the fact that you’re doing this work.

Justice Major: Thank you.
6:40
Ms Blakeman: Thank you.

Charan Khehra
Private Citizen

Mr. Khehra: Mr. Chairman, my name is Charan Khehra, and my
interest in matters of compensation and working conditions has
remained intact for the last 40 years: first, as a member of the
United Kingdom civil service in England; then studying the topic
of employee compensation as part of my master’s degree at the
University of Strathclyde in Glasgow; and, following this, as a
member of the Alberta civil service as a senior economist with the
department of labour for a number of years; and following this, as
a staff member of the third opposition party in Alberta for about
eight and a half years as EA to the leader for the third party and
also director of special projects. I retired in 2005, and I think I am
qualified to speak on some aspects of the MLA compensation.

I will address the MLA compensation issue under the following
five headings: some general remarks; current state of MLA
compensation; some interesting findings; a brief description of
reimbursement of travel, living, and subsistence allowances. Then
I will be making 18 recommendations for your consideration.

First, general remarks. MLAs and Legislative Assemblies are
valuable democratic institutions and deserve our full support for
electing and retaining competent and qualified individuals. As
such, MLAs must be provided a fair compensation package and
working conditions. People run for public offices freely and
willingly to serve and make a difference. For some it may become
a stepping stone to other future career opportunities in public,
private, or nonprofit sectors. Being public servants, MLAs should
not expect to become wealthy. MLAs generally work long hours
with many demands and pressures of their office.

Sometimes MLAs confuse their roles as the government, as the
protectors of the economy, and as setters of their own compen-
sation. In recent years many MLAs and other elected officials
have become subjects of public scrutiny regarding their conduct
and inappropriate spending. Therefore, the commission must
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clearly enunciate principles in terms of MLA compensation to
gain and maintain public confidence in the system.

Now, following this, the current state of Alberta MLA
compensation. Alberta Treasury in its Report of Selected Pay-
ments to the Members and Former Members of the Legislative
Assembly and Persons Directly Associated with Members of the
Legislative Assembly for the period ended March 31, 2011,
provides some information on the major components and annual
rates of compensation for Alberta MLAs.

First, remuneration. MLA indemnity is subject to tax, and that is
$52,092. Then you have the expense allowance, not subject to tax,
of $26,046. On my chart you would find that I’ve got a number of
question marks, and I will be talking about what these question
marks mean. Each MLA is paid the annual indemnity amount of
$52,092 plus a tax-free allowance of $26,046, a total of $78,138.

In addition, there are also other allowances, including transition,
and reimbursements of varying amounts, as I have indicated
below. First, the allowances for Legislative Assembly committees
in category A and C pay a monthly amount of $1,500 to the chair
and $1,250 to the deputy chair. Members are paid $1,000, and
they are not supposed to exceed $3,500, a maximum of three
committees. The Speaker and opposition leaders in lieu of all
committee activity are paid $3,500 monthly. There are no category
B committees at this time; however, MLAs would be entitled to
some payments for their attendance if such committees were in
existence.

Allowances for government committees. Now, they pay
members who serve on government committees, boards, commis-
sions, councils, or other bodies established by an act of the
Legislature, by the Lieutenant Governor in Council, by a member
of the Crown, or by a regulation. The rates are given in Order in
Council 606/2009.

There are also additional amounts for holding office in addition
to that of an MLA. The Premier is paid $81,312; the Speaker,
$63,912; minister with portfolio, $63,912; minister without
portfolio, $28,392; Leader of the Official Opposition, $63,912;
Deputy Speaker and Chair of Committees, $31,968; Deputy Chair
of Committees, $15,984; and leader of a recognized opposition
party, $28,392.

In addition to this, there are special members’ allowances,
which include the Official Opposition House Leader, $13,596;
third-party House leader, $10,872; chief government whip,
$10,872; assistant government whip, $8,135; chief opposition
whip, $8,136; assistant opposition whip, $6,792; and third-party
whip of a recognized opposition party, $6,792.

The Standing Committee on Members’ Services, with a
majority of government members, is the body that sets and adjusts
the rates of MLA compensation. It’s all in-house. The rates are
adjusted on April 1 of each year by the same percentage increase
or decrease as in the average weekly earnings for Alberta as
reported by Statistics Canada’s Survey of Employment, Payrolls
and Hours for the immediately preceding calendar year.

Compensation has remained unchanged since April 1, 2008.
The standing committee decided not to adjust rates for the
financial year April 1, 2010, to March 31, 2011. Had the
compensation been adjusted pursuant to Alberta average weekly
earnings, the percentage increase would have been 2.92 per cent.

Now I will give you a couple of examples of some interesting
findings. When you look at the information available for 2010-
2011, a breakdown of 83 MLAs’ total annual compensation — that
excludes reimbursements for travel and living and subsistence
allowance — and transition allowance for the period April 1, 2010,
to March 31, 2011, clearly shows a bias in favour of government
members.
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Consider the following two examples. The Premier received
$221,438; the Speaker, $205,407; the Leader of the Official
Opposition, $203,985; and the ministers ranged between $197,546
to $199,056. So these are the people who are highly paid in
comparison to others. We can argue about their duties and respon-
sibilities and so on.

There was one MLA who received under $130,000; six received
$130,000 plus; eight received $135,000 plus; two received
$140,000 plus; 14 received $145,000 plus; 12 received $150,000
plus; seven received $155,000 plus; five received $160,000 plus;
and one received $165,000 plus. The lower paid were generally
the opposition MLAs, with some exceptions of the odd govern-
ment MLA.

6:50

Now, talking about reimbursement for travel and living and
subsistence allowance, these allowances are, of course, reimburse-
ments and depend on distances travelled and days spent and those
kinds of things. But the important issue is that in one case a
minister claimed $79,478 for travel and an MLA $69,003. Sub-
sistence allowance was $35,685 in one case. The most important
thing to remember here is that receipts are only required when the
amounts are above certain standardized rates, so you don’t have to
produce any receipts for them. If the amounts are higher, then you
would be required to put in the receipts.

The next one is transition allowance. Transition allowance is
paid to an MLA on ceasing to be a member on resignation, being
defeated at election immediately following dissolution, or at the
date of death, and it is based on the highest rate of monthly
indemnity and expense allowance received by the member multi-
plied by one month for each year of service prior to March 20,
1989, plus three months for each year of service subsequent to that
date. So there are two different rates, one for before and one for
after, and this is based on the average monthly salary of three
calendar years in which the member received their highest salary.

Now, Mr. Chairman, I would move to some recommendations
following this discussion that I just had. The first one is that I
hope the commission will establish clear guiding principles for
MLA compensation. Such principles will be based on trans-
parency, accountability, and fairness.

Recommendation 2, that MLA compensation be comparable to
other similar occupations, neither exceeding nor lagging behind. It
should also reflect the general community standards, including
minimum wage, social assistance, assured income rates, and the
seniors’ pension increases.

Recommendation 3, that MLA compensation be determined not
by MLASs but by an independent body. We can argue about the
independent body, who it should be, and so on.

Recommendation 4, that an independent commissioner be
appointed and provision be made for support staff to conduct
internal and external surveys and research into comparable
occupations. These comparable occupations would mean that if
you look at the present structure of the Legislative Assembly,
there are some teachers, there are some real estate agents, there are
some bus drivers, there are some people who are lawyers, and
there are some people who are businessmen. So there . . .

Justice Major: This is interesting, but time is running, and I
would like you to summarize as you go through your
recommendations rather than elaborate.

Mr. Khehra: Thank you.
Recommendation 5. Besides the MLA compensation such a
commissioner would also review compensation for senior public
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servants in Alberta, including the deputy ministers, assistant
deputy ministers, and other officers who are appointed by the
Legislative Assembly; for example, Auditor General, Privacy
Commissioner, Ombudsman, and so on.

Recommendation 6, that the independent commissioner report
his findings and recommendations to the Legislative Assembly.

Recommendation 7. Because of various MLA allowances, the
current MLA compensation system has caused serious internal
disparities in favour of government members. This worsening
situation should be immediately rectified.

Recommendation 8. Eliminate the tax-free provision and
require that MLAs also pay tax on $26,092. This is, Mr.
Chairman, because everybody else under the sun is paying. They
should pay. As you just mentioned, the amount that is being
subsidized by the federal government is one that’s irrelevant as far
as I’'m concerned.

Justice Major: And if this is eliminated, the province of Alberta
to keep the MLAs at the same salary would have to make up the
difference, and that would be taxed. So by eliminating this, you
are effectively having the province of Alberta send to Ottawa, at
the cost of the taxpayers, over a million dollars. Now, witnesses
before you said: “Well, that’s fine. The province can afford to do
that.” Is that your view?

Mr. Khehra: Well, I think there is a conflict. One is that from the
taxpayers’ point of view we would like the taxpayer to save some
amount of money, but in the overall picture I think it is unfair to
the citizens. Citizens want a very transparent system.

Justice Major: Even if it costs them money?
Mr. Khehra: Even if it costs money.

Justice Major: Okay. You won’t be popular with the citizens, but
that’s fine.

Mr. Khehra: Allowances for offices other than MLA, the
Premier, and so on — there is a long list of them — are necessary
but somewhat excessive and need to be reviewed.

Recommendation 10. The special members’ allowances — that
is, the pay to officials, the Opposition House Leader, and so on,
which I have listed — should be eliminated and reasonable
amounts be reflected in the basic indemnity rates of all MLAs.
These special considerations and special privileges should be
reduced or eliminated.

Recommendation 11, that attendance at Legislative Assembly
committees be part of an MLA’s duty, and that the allowance be
eliminated and reasonable amounts be reflected in the basic
indemnity rates for all MLAs.

Recommendation 12, that as the government committees are
solely used to provide additional funds to government members,
this category be eliminated and added to the list of Legislative
Assembly committees. Should there be any matters of political
strategy or expediency, they could be addressed at caucus
meetings by the political parties.

Recommendation 13, that as the RRSP is a dollar-for-dollar
plan, it be continued, or it should be moved into a pension plan.

Recommendation 14. A reasonable amount of transition
allowance is in order; however, it must not be excessive and
guaranteed for life. It should be on a decreasing sliding scale,
gradually ending at age 70 if not earlier.

Recommendation 15. Should a pension plan be reconsidered, it
should be based on a dollar-for-dollar matching contribution like
other public-sector pension plans.

Recommendation 16, that health care benefits and life insurance
provisions be retained.

Recommendation 17. Double-dipping of pension plans should not
be allowed.

Recommendation 18, that the cooling-off period for lobbying or
accepting corporate appointments be legislated to two years for the
Premier and ministers and one year for government MLAs.

Justice Major: On your last recommendation, when you speak of
accepting corporate appointments, what do you mean?

Mr. Khehra: What I mean is that there is a lot of influence on the
private sector. When MLAs or ministers retire, they get appointed to
various corporate boards and so on.

Justice Major: But you’re not speaking of employment?

Mr. Khehra: I mean that there are directors’ fees and all kinds of
compensation.

Justice Major: 1 understand when you speak of directors of a
company, but if an MLA retires — suppose he’s a welder and he has
to go to work for a company — you’re not talking about that?

Mr. Khehra: No.

Justice Major: You’re speaking about appointments such as
directors?

Mr. Khehra: Yeah. That’s right.

This concludes my submission. I wish to thank you for giving me
the opportunity to make my submission and share with you some
ideas, insights, and perspectives on MLA compensation. I will be
looking forward to your report. If you have any questions for me, I
would be very happy to address them.

7:00
Justice Major: You have answered your questions. We’ve given

you extra time to make your submissions, but they’ve been
thoughtful, and thank you very much.

Mr. Khehra: Thank you.

Rory Nugent
Private Citizen

Mr. Nugent: Good evening, sir. First, Id like to say that it’s been a
long time, sir. Approximately 30 years ago I was an Alberta Power
employee working in rate regulation, and I had the pleasure of
carrying your books to the first EEMA hearings.

Justice Major: It has been a long time. I can never forget it.
Mr. Nugent: Sometimes you would want to forget, sir.

Mr. Nugent: I want to thank you for hosting this review. I guess the
commission has had my submission for a week. Have you had a
chance to read it?

Justice Major: Yes, I have. What I would like you to do rather than
read it is speak to it.

Mr. Nugent: Right. Perfectly.
From a background point of view, my father was Terry Nugent,
who was a Member of Parliament for Edmonton-Strathcona . . .

Justice Major: Whom I knew.

Appendices |

273



274

EVIEW OF COMPENSATION OF MEMBERS OF THE LEG

January 23, 2012

SLA

MLA Compensation and Benefits Review — Edmonton

TIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

MLA-31

Mr. Nugent: . . . from 1958 to 1968.

Justice Major: I knew your uncle as well, so you can’t use family
connections.

Mr. Nugent: Right.

The first part that I’'m bringing to this hearing is a child’s view,
where things have greatly improved— and I realize this is an MLA
submission — for politicians in general. When my dad was a
Member of Parliament, he was only paid two trips a year home
from Ottawa. He did sacrifice on his salary. He was a partner in a
five-member firm, and he left that firm to be a Member of
Parliament for 10 years. When he was defeated in 1968 after 10
years of service, he started with a pension of $200 a month.

Things have greatly improved, and maybe the pendulum has
swung the other way on certain pension items or whatnot. Being
brought up in a political family, I’ve been dragged through so
many conventions and nomination meetings and everything that
I’ve always had a keen interest in who’s running and what their
qualifications were. Over the years the people that I see willing to
step forward: there’s a difference in their qualifications as com-
pared to the businesses where I’ve been working.

I guess where I’'m coming from is the wage gap for the higher
paid executives, who have the connections, who have the ability to
stand back and have a vision in how to control and organize, and
they are well compensated. For them to step back into public life
and take not a 30 or 40 per cent wage cut but an 80 or a 90 per
cent wage cut: it’s getting harder and harder for those individuals
to step forward.

When you come to a wage review, as I’ve stated in my paper, if
you were a business, you would be able to judge an individual on
a combination of their education, their experience, their special
talents. When we go to elect an MLA, it’s one price for all.

I feel that with this review, if you stay within the normal
guidelines of what’s been going on, there may be another review
six years down the road or 10 years down the road where we’re
addressing the same problem because we haven’t addressed the
core issue. In my mind, the core issue is that we have to break this
mentality that all MLAs should be paid the same. Business does
not pay all of its executives the same, and therefore society has a
method that can recognize the skills that this province needs.

Justice Major: I don’t want to interrupt, but can we get to the
point? In your paper you proposed two different types of plans.

Mr. Nugent: Yes, plan A and plan B. Plan A is the status quo.
You will hold this hearing, you will make tough decisions as to
compensation, pension, severance, tax-free amounts, non tax-free
amounts, and that would be good in establishing a base. What I’'m
saying is that anyone who ran for MLA would get the base salary.

But we have an option where you could put it on the table, if we
establish a plan B, that if an individual has proven himself in
business, and you take his last three or four or five income tax
returns and what his taxable income was, not necessarily from
stock dividends or options or something like that, and you
establish that that individual is making $400,000 a year, $500,000
a year — in my paper I used an extreme example, the president of
Suncor. If you wanted Rick George to run this province and
wanted to steal him away from Suncor, and you wanted to pay that
much . . .

Justice Major: He’s already retired.

Mr. Nugent: Okay.
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Justice Major: We’ll take his successor.

Mr. Nugent: Yes. Okay. Yes, sir.

So the idea is that individuals who would contemplate running
for the government would not have to worry about a drastic pay
cut. They would still have to worry about a public image, about
loss of privacy in their family life, about sacrificing their personal
time to serve the public, and maybe less time with the family.
They’d have to worry about all the other good and bad things that
come with being elected to office.

Justice Major: In considering your plan B, where the person who
seeks office has earned significant amounts, say $400,000, and
you compensate them at a higher rate than someone who has
earned $50,000, you do that because of his record, what he’s done
in private life. He’s prepared to serve the public, but he shouldn’t
be forced to do that and be penalized too severely.

It’s an interesting concept, but what happens when you get to
the Assembly and one MLA thinks that as an MLA he’s doing
more and working harder but is paid less because in private life,
for which he wasn’t well suited, he was paid less, but now in
political life he’s doing a better job than George from Suncor
because George is so married to private industry that he can’t
adapt to the public forum of politics? There seems to be the
potential for unrest among the uneven salaries although there may
be merit to paying people what they earned.

Mr. Nugent: I would not be surprised if there was unrest, but
whether or not that unrest is merited, I guess the ultimate test
would be the next election, whether or not the voters agreed that
that individual is worth four or five or 10 times more than the
person sitting beside him in the Legislature Building.

What I’'m proposing is that even to win the nomination the
person has to run stating what his expectations would be: the
standard salary, plan A; or plan B, where he declares what his
average salary would be over so many years. I didn’t say it in my
submission, but with that plan, if you were to go ahead and
recommend this and they were to adopt it, you could make it
retroactive. Someone who is, let’s say, elected in the last four
years and if they were making substantially more three or four
years ago, could go back and run under plan B so that they could
get a pay raise as well.

7:10

Ultimately, what I want to see are better qualified candidates to
appear. I feel that as our world becomes more global, we don’t
just have to protect ourselves from Ottawa and B.C. and
Saskatchewan anymore. It’s more international. We need the
longer strategic planning. Just how businesses learn to work
together, we need our governments to work together and overall
co-ordinate and provide a better solution or better protection for
the assets of Alberta. When I say “the assets of Alberta,” that’s not
only what the province of Alberta controls. If they were to fail,
then the value of my house and everyone else’s house goes down,
which is our main source for our retirement and the biggest
economic nest egg that most Albertans will have. By protecting
that, we’re all better off.

There will be criticism because of an additional cost. But even
if you took the MLA’s salary and quadrupled it, that would be a
minor percentage of the annual budget of the province of Alberta,
and I did point that out in my opening remarks. It’s significantly
less than even, let’s say, what your RRSP management fees are.

Justice Major: I understand what you’re saying. I see problems
with it.
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Mr. Nugent: Well, T can see current MLAs not liking better
competition. I can see businesses not liking it because maybe their
lobbies won’t be so effective if you have smarter, better informed,
better equipped politicians. I can even see corporations not really
liking some of their hired talent deciding to leave and run to be in
the government.

Justice Major: What about the notion of public service, that people
go into political life to offer something to the country?

Mr. Nugent: That’s been true forever. In 1958 when my dad was
first elected, that was part of it, but as I said, as the wage gap grows
— my dad might have lost 30 or 40 per cent of his income. He didn’t
lose 95 per cent. If you do get someone who is qualified and does a
really good job, is it fair to expect them — you can expect them to
give up four years and maybe eight. Should they give up 16 or 20?
You know, it’s how long a sacrifice, and is it really required?

Justice Major: What about term limits?

Mr. Nugent: I see value in term limits. There is an argument, you
know, that if you expect a term to last four years and you have two
terms, eight years — I’ve served on some charitable organizations.
You get someone in there for three or four years, and they’re just
learning about how the organization is working. You move them in
for three or four years, and another three or four years would be
beneficial in order to have a history in that. So if you made it into
cabinet, maybe your term limit of two terms goes to four. I would
recommend something like that simply because you’d have that
experience, and suddenly eight years goes by a lot quicker than it
used to.

Justice Major: I have no more questions. I understand what
you’re saying. It’s a thoughtful submission. There are new ideas.
There are problems with them, of course, implementational
problems.

Mr. Nugent: That’s where working with a consensus would give
it a shot to be improved. I mean, I put the main concept forward,
not all the details, and the devil is with the details. Overall, as 1
said in my opening statement, when you listed your mandate, you
really didn’t say why you were holding this. Obviously, it’s to

adjust the compensation. My prime reason for this submission was
that better candidates be brought forward and retained by the
compensation method, which I feel right now is restricted.

If you look in yesterday’s Journal, the mayor of the city of
Edmonton is not accepting his full salary, and there are a few
councillors, T think 3 out of 12, that chose not to accept their full
increase. I feel that they are undermining the process of attracting
better competition to the city.

You know, a lot of people say that they’re way overpaid. Well,
if you look at the decisions: are they going to spend $500 million
approving a rink, or are they going to be building this freeway or
some infrastructure, are they looking forward enough? The
similarities: if you look at business, the CEOs of the business have
to report to the shareholders and worry about a quarterly dividend,
the elected officials have a longer time frame, but then it’s in front
of all the shareholders with an election every four years or so. It’s
a bigger judgment, I guess, but both business and the civic
officials have to balance the immediate return for the dividend or
the long-term investment so that the right decisions are made for
our grandchildren, and they’ve got to have the courage and the
vision to do that.

Justice Major: The question you’ve raised as to the mandate, that
it doesn’t say why. Mandates seldom do say why, but I'll tell you
why. It was to assess the fairness and make recommendations with
respect to what MLAs should be paid. Those recommendations
will go to the Assembly, where it’s to be debated. It’s not a
profound answer, but it’s what the purpose of the mandate was.

Mr. Nugent: Yes.

Justice Major: Well, I think, Mr. Nugent, you’ve usefully used
up your 20 minutes.

Mr. Nugent: I appreciate that, sir. Thank you very much for this
opportunity.

Justice Major: Thank you.
That appears to conclude our evening sitting. Thanks very
much. We’ll adjourn.

[The meeting adjourned at 7:18 p.m.]
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1:02 p.m. Thursday, February 2, 2012

[Justice Major in the chair]

Justice Major: Well, if everyone can find a place to sit, we’ll
begin. Needless to say, we appreciate your being here, Dr. Tupper,
and the other witnesses who will appear this afternoon and this
evening.

As you may know, my name is Jack Major, and I am
conducting this independent review of the compensation and
benefits provided to Members of the Legislative Assembly of
Alberta.

As far as my personal background is concerned, 1 began
practice as a lawyer in Alberta in 1957. I was appointed to the
Alberta Court of Appeal in 1991 and to the Supreme Court of
Canada in 1992. I was there until December of 2005. I have since
then served on the Alberta Securities Commission as an independ-
ent member. In May of 2006 I was appointed as commissioner to
conduct the inquiry into the Air India flight 182.

The task of this commission is to make recommendations to the
Assembly regarding the compensation and benefits for members
of the Legislature. In doing so, my review will encompass a
number of factors, including current members’ compensation,
benefit levels, and crossjurisdictional comparisons.

After consideration of a wide range of factors my report will be
submitted to the Speaker of the Assembly by April 1, 2012. The
report will be tabled and the recommendations publicly debated
and some conclusion come to.

As part of this review I sought input through a province-wide
consultation process such as the public meetings we have here
today. There has been some suggestion that the commission was
not adequately advertised. It is a matter of record, but I’ll repeat it,
that there were notices in eight of the major newspapers, and there
were close to a hundred in the weekly papers. To name only a few,
there’s the Airdrie City View, Beaumont News, Brooks,
Beaverlodge, Bonnyville, Bow Island. This will be marked as an
exhibit, but it clearly shows that the commission was widely
advertised. There was also a website posted, and there were 2,000
visits to it. So it’s clear, I think, that the public was aware, and
they should still be aware that they can, if they’ve missed the
public hearings, file a written submission until February 24.

With that, Dr. Tupper, can you begin to enlighten us? If you
have a paper, I would like a copy. Thank you.

Dr. Allan Tupper, Professor and Head
of the Department of Political Science
University of British Columbia

Dr. Tupper: Thank you very much. I'm Allan Tupper, currently
at the University of British Columbia and formerly a faculty
member at the University of Alberta for many years. I very much
appreciate the opportunity to contribute to this dialogue about
remuneration of MLAs. I think it entails a whole series of very
important questions.

My brief makes no particular reference or comment let alone
recommendations on any precise level of remuneration or benefit
and so on. It’s more on the broad role of Legislative Assemblies in
democracies, what they do and why they are required. I state my
premise clearly that I believe the evidence is very clear that
Legislative Assemblies matter. They matter a great deal, and they
will matter more in the future rather than less. My position on that
matter is quite clear. By implication from that premise it’s quite
clear that Members of the Legislative Assemblies of Canada and
other democracies are important. They perform important roles.

| Appendices

They engage in various forms of public service, which causes
sacrifice to their personal life and so on. There ought to be reason-
able remuneration for them, which is quite a broad statement, but
in other words I think they do important work.

Just before I get to the heart of my analysis, which basically
says why Legislatures are important, I would put two pieces of
context on the table. First of all, we undoubtedly live in an era of
detachment from democratic politics. The evidence of that is stark
throughout the advanced democracies of the world and very close
at hand. The turnout of the last general election in this province
was roughly 40 per cent, possibly a shade lower. This is a very,
very low level of engagement. Beyond that, there are those who
are not merely indifferent. There’s considerable hostility to
democratic government and what it does and so on. This is really
quite a stark contrast to public opinion and mindset for much of
the 20th century, particularly in this province, which under Social
Credit and through long periods of Conservative rule was broadly
engaged in different ways in politics and certainly respectful of
those who pursued public life. I think, in other words, that there is
a particular contemporary context which won’t last, I don’t
believe, and I'll speak to that point a little later.

The other point that I think is very significant by way of
premise for me, given that piece of context about public mindset,
is that we live in an era where costs and benefits are assessed in
particular ways. It’s easy to come at a matter of complexity like
this one and sort of say: “Well, the costs are visible, X dollars. I
don’t really see the benefits.” But the benefits are likely
considerable. So you can easily identify some costs, but on the
other hand there are benefits of considerable weight which are
hard to assess. How do you really quantify the impact of political
equality as measured by a broad franchise of a capacity to
communicate openly with government, of freedom of speech and
association, all of which are taken for granted in these calculations
or discounted very severely? So the terms of debate are very
loaded, particularly when combined with the public opinion
context that I mentioned.

1:10

On to the analysis. Why do we have Legislatures, what do they
do, and why are they important? It has proven impossible over the
last 200 years for people to continue to have self-government in
which they directly do their democratic work by themselves. In
other words, we’ve come to a form of indirect democracy, or
representative democracy, where we select others to do our public
business. Why do we do that? Pressures of the complexity of
issues, of the time involved, and there are just so many of us. It’s
very difficult to apply Athenian principles and so on to modern
government given its complexity and difficulty, so we have to
select others to do so, and at the heart of that is an elected
Legislature.

Any analysis of democratic life suggests that an elected
Legislature is a necessary qualification. Without a freely elected
Legislature through fair elections that are properly held and run,
you would have a quasi-democracy, a sham democracy, not really
a genuine democracy. So this is an institution that I think is really
at the heart of the system of government that we live in and that
we value or have generally valued until recently.

Now, of course, representative government, where you delegate
your franchise in some ways to someone else’s custody, raises all
sorts of problems, which I think are well known. How do you
control the delegates, and how much freedom do the delegates
have to speak for you? Actually, those have been discussed for
200 or 300 years in great detail and continue to be discussed.
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But what does a Legislature do? So much of this is almost
omnipresent, so in an affluent country like Canada, which has a
democratic government of a mature nature, people take it for
granted. But let me just run through the essence of it. First of all,
members of the Legislature and the broad Legislature represent
public opinion. Its core function is what we call representation,
and I think that this is a very significant one.

In a very interesting, recent book about the Canadian House of
Commons called The People’s House of Commons — and it was a
deliberately selected title — by David Smith, a very distinguished
political scientist at the University of Saskatchewan, the core
thesis was that the Canadian House of Commons, when you really
probe it, is the most distinctive and genuine national institution
which genuinely represents all Canadians through a broad
franchise, across both official languages, through all provinces
and territories, et cetera. A very powerful analysis flowed from
that. So this is a body that represents us as a people. It is no
different within the province of Alberta. The Legislature in many
ways, in my opinion, is the pre-eminent provincial institution in
the same sense as the House of Commons.

A second very important and related role to representation is the
capacity and structure of Canadian Legislatures to intermediate
between the provincial or national and the local. Canadian politics,
both provincial and federal, has always been a very complex
balance between certain national imperatives and the counter-
vailing imperatives of local and regional pressures, and the MLA
or Member of Parliament is really the essence of that. One
interpretation of Canadian political parties — and I’ll be very
careful when I try and explain this — argues that they are akin to a
modern franchise in the commercial world in that the national
party or the provincial party establishes the brand, as we call it,
sets out the broad characteristics of the organization, but the
franchisee, in this case the local MLA and constituency
association, tailors that message to the local constituency and
gives feedback to the national body that gets us into this. The
MLA is right at the heart of that. Given the diversity of Canadian
communities it’s a very, very important function.

The second thing that Legislatures do is that by their very
definition they’re engaged in legislation. They speak to the quality
of all major laws, regulations, and virtually all the major activities
of government, and they amend them, improve them, and so on.
This is a very consequential part of the legislative role because
without the input of a Legislative Assembly, which speaks to the
public interest, that is a process that can be heavily dominated by
established interest groups and so on. There is considerable
capacity to alter legislation.

I think sometimes Legislatures — and there are many examples
in this case, notably the Congress of the United States, which is
very different from our bodies, but the broad point is made. That
works primarily through committees, as do many parliamentary
assemblies, and their legislation is done in a more specialized
way, where smaller groups of Legislatures via committees study
things in more detail and often do considerably important work.

So we’ve had representation and then, secondly, legislation.
Thirdly is control. I mean, there’s no doubt that a Legislative
Assembly, whatever its flaws in a particular context, is very
significant in controlling governments. It does so in two ways.
First of all, the opposition: however organized, its role is to
provide options and alternatives; that is, through visions or
particular policies. But equally the role of Legislative Assemblies
is to give evidence to the public of government misconduct and
maladministration, to bring those to public attention. There’s
considerable evidence that Legislative Assemblies do a lot in that
respect.

Fourthly, public education. Legislators and parliamentary bodies
bring many issues of consequence to public attention. They
stimulate debate. People might say, “Well, I don’t really take that
very seriously,” but it’s a very subtle and complex process
whereby things are debated in provincial Legislatures, they’re
transmitted through media, the people learn of things, they give
communication back, and so on and so forth. It certainly does
exist and continues to be important as a way of defining what is
going on in the country and educating public opinion and being
educated as well, because it is always a multiple flow of influence
from citizen to government to parliament and so on.

Finally, Legislatures are very important in doing constituency
work, and this is where MLAs and Members of Parliament really
matter a great deal. They deal with large and small matters on
behalf of constituents. They’re in daily contact with their
constituents and do all sorts of hard and important things for their
constituents on a continual basis. They’re a combination of an
ombudsman, a control officer, and a communications officer of
government, whether they are opposition members or not. These
are impressive functions which I say we don’t think enough about
and which ought to be thought a lot about. Any particular
Legislature can be improved in any one of them, and it’s very
difficult to maximize all four or five different roles at once. They
tend to have trade-offs between them, but be that as it may.

I’ll make just a couple of final comments. One is that I believe
that in the future Legislatures will become more rather than less
important, and I advance two reasons for that. First of all, we
have, I think, a serious issue in Canadian government and those of
the other parliamentary democracies, and that is that there is too
much power in the hands of the government, particularly in the
hands of the political leader. I think this is almost universally
noted. I think one of the few easy counterpoises to that is to
therefore beef up the Legislature. I won’t speak to that at any
length. I think Canada is probably not unique among the major
democracies of the world in having these very leader-focused
politics. It’s generally the case, but there are some particularly
Canadian things that actually exacerbate that trend.

1:20

The second reason, though, is that I think there’s just no doubt
that we’ve had this detachment from politics and so on that is
going to be altered in the near future. I think there’ll be various
forms of re-engagement, but the Legislature will still be there as a
core mechanism for that re-engagement because it gives all sorts
of opportunities for participation, particularly when Legislatures
are recast to do different things and engage in different ways.

I think we will see a continuing importance of Legislatures and
a revitalization of them, which basically says that those who work
in them, that is those who are elected to them, should be well
remunerated for their work because they do important work.

I’ll make one final point for the fun of it maybe, but I’ll try it
anyway. Seriously, it goes like this. I think there’s a case that can
be made in principle for somewhat larger Legislatures in Canada. I
mean, you look at the provincial Legislatures. By some standards
if you don’t like politics or Legislatures, they’re obviously too big.
But if you take a different view, you can well make the case that
they’re a bit small. You have oppositions that are quite small in
many provinces; Alberta is historically the case. But you also have
a good number of government backbenchers who could be used in
different ways and so on. The only way you can really get at the
control of government is to have an active Legislature with a lot of
people who aren’t in any way affiliated with the government, who
in other words are independent.
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Somewhat larger Legislatures almost by definition have more
independent members who are more willing to challenge the
government or their own opposition party, who are more willing
to be nonpartisan, and so on. I won’t push that at any length. I
think this idea of compressing Legislatures and saying that we
don’t need them is not going to get you anywhere. In fact, many of
the people who like that idea actually get themselves into
something very self-defeating.

A small Legislature is by definition in Canada heavily domi-
nated by the government. If you don’t like governments that
legislate and tax and those kinds of things, you probably don’t
want a small Legislature because that’s the only place you’ll get
one. If you don’t have a powerful, activated Legislature, you’ll
have no checks on the government. If you fear or dislike
government, you’ve got a government that will do as it sees fit.

Anyway, thank you very much for your patience. In conclusion,
I think Legislatures are important. I think the people who work in
them do important and significant work for society. We’ve come
to take those things for granted, and I think this is a timely
opportunity to refocus on some of the larger questions.

Thank you very much.

Justice Major: Dr. Tupper, we will file your submission. It will
go on the web. Could you briefly run through your CV? You were
rather crisp when you started.

Dr. Tupper: I'll be brief on this matter. I was a faculty member at
the University of Alberta for almost 30 years, and I’ve been at the
University of British Columbia as a political scientist for another
decade. While in Alberta I chaired a comparable body to this one
on the state of the Conflicts of Interest Act, and I participated also,
oh, five years ago now on a review of the agencies, boards, and
commissions of the province under the chairmanship of Neil
McCrank, who was a distinguished public servant prior to
undertaking that. I’ve been engaged in the study of provincial and
national politics throughout my career, and I’ve written on those
subjects.

Justice Major: That’s sufficient. Thank you.
I hope your plane treats you better going back than it did
coming down.

Dr. Tupper: That’s the way of the world.

Justice Major: This is exhibit 14.
Thank you, Dr. Tupper.

Dr. Tupper: You’re very welcome.

Justice Major: Dr. Grubel.

Dr. Herbert Grubel, Professor Emeritus of Economics
Simon Fraser University

Dr. Grubel: My name is Herbert Grubel. I am a professor of
economics, emeritus, at Simon Fraser University, and I’'m a senior
fellow at the Fraser Institute. I am most honoured and pleased to
work for Justice Major on this important inquiry. He asked me to
present you with brief biographical information about my
background. I was born and raised in Germany. I received a PhD
from Yale University in 1963. I taught at Stanford University, the
University of Chicago, and the University of Pennsylvania. In
1972 1 took up a position at Simon Fraser University because |
found the prospect of spending the rest of my life in Philadelphia
not a very happy one.
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I have also taken advantage of what comes along with teaching
at an English-speaking university. I have held teaching positions
or research positions at the U.S. Treasury. I have spent time
teaching at the University of Cape Town, the University of
Nairobi, University of Oxford, the University of Singapore, and
the University of Berlin. I’ve seen a lot of the world.

Justice Major: I think we’ve qualified you. You don’t want to
use your 25 minutes on qualifications.

Dr. Grubel: Okay, sir. I come from the tradition in economics
which says that if it’s something important, an important policy
decision that has to be made, we should have numbers to back up
our arguments. If it’s important, measure it. I followed this
principle in the presentation of the paper that will be available on
the Internet. But there is one big problem; namely, that there are
infinite sources of numbers that one can use to produce support for
any argument one wishes to make. Therefore, it is important to
have a theory which guides the selection of the numbers which
one wants to adduce in order to support an argument.

Now, in the case of the proper compensation for MLAs there
are two polar ways in which one can decide what it should be.
One of them, advocated by some people, involves listing the
amount of work that they do by taking account of how many hours
per week they work, how many hours they spend travelling or
consulting with constituents, or how many people work for them
on the same budget, how big their budget is, and so on. To make a
long story short, there is really no way in which one can quantify
the many intangibles that members of the Legislature produce.

I should have mentioned that in that sense my own personal
background qualifies me to talk about this because I served for
four years as a Member of Parliament for the Reform Party, 1993
to '97, in Ottawa under Preston Manning, and I served two years
of that as the Finance critic. So I know that in the private sector
there is really no group that can be compared in terms of pay
scales with that of the members of Assemblies or with the federal
Parliament. The clinching point, really, is that no Legislature that I
know of in Canada determines its pay for its members on the basis
of comparisons of income of competing groups in the private
sector.

However, I have an alternative theory. I believe that in a
democracy we have a process which leads in the end to a pay
which attracts people of quality and, therefore, a quality of
legislative output that the public demands. The process that I’d
like to sketch briefly is that we have two opposing forces. On the
one hand, you have the members in the Legislature that form the
government. They have a strong tendency, self-serving as some
cynics might say, to increase pay because they are so full of
themselves that they always say: well, you know, I'm working so
hard and T do so much good for society that I need more. So they
try to raise their pay all the time.

1:30

The other side you have in a democracy, like we did in the
Reform Party, is that they run on the platform that: you guys have
gotten out of line; you are paying yourselves too much. We see
this in Alberta with the Wildrose Party. In fact, their insistence
that something be investigated is the reason we’re all here. We
also have think tanks which produce hard numbers to show
whether or not Legislature salaries have gone out of line.

Therefore, I conclude from examining this dynamic process that
over the many election cycles in the provinces and the federal
government we have reached a level of pay which reflects a desire
of the public to have and attract from the private sector people of a



EVIEW OF COMPENSATION OF MEMBERS OF THE LEG

MLA-36

SLA

MLA Compensation and Benefits Review — Calgary

TIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

February 2, 2012

quality that produces the output that they wish to have. I don’t
think it is too difficult to understand that if tomorrow we decided
we wanted to have MLAs paid only the minimum wage or what
janitors are paid, we would not get the quality of people that we
get if we say they should be paid like lawyers or doctors or
professors or junior executives or senior executives. Clearly, the
quality is an increasing function of the pay, but it is essentially
arbitrary which of these occupations you compare this with, and
that’s why I rejected the first model. I believe that it is relevant for
us to get together and look at what is happening in all of the other
provinces, and this is what I have done.

I have been supplied through Mr. Major information collected
by the Clerk of the Alberta Legislature on the pay and other
allowances of MLAs in Alberta and all of the other provincial
Legislatures. I've also been very privileged to have a report
prepared for the Nova Scotia Legislative Assembly, which did
something that I’1l get to in a moment that is very, very difficult to
quantify; namely, the amount of money that the government pays
for pensions and fringe benefits.

Let me tell you now what has been the result of my attempt to
assemble and compare the various forms of compensation that
MLAs are being paid. There’s the basic salary, there are tax-free
allowances, there are pensions, there are other fringe benefits, and
then there are transition allowances. These are all outlined in my
paper, and I don’t want to dwell on any of them except to say that,
number one, if you compare all of the provincial Legislatures on
the basis of salary, Alberta, with a pay of $60,000 a year, is by far
the lowest. It’s almost half as much as the $120,000 received by
Ontario. The other western provinces, to which Alberta should be
compared, are right in the middle of the pack.

Of course, as you all know, this is highly misleading because
Alberta and Quebec are the only two provinces which still pay so-
called tax-free allowances. These were paid originally in order to
compensate legislators for expenses which you don’t necessarily
encounter in any other occupation; namely, travel to and from
their homes to look after constituents and so on. I've justified all
of this and given this history in my paper, but I don’t have the
time to elaborate on this.

If we include a tax-free allowance, having been inflated to
account for the amount of taxes that the MLAs have to pay, and
take a sum of the salary plus the tax-free allowance as inflated,
Alberta finds itself right in the middle of the pack. Ontario is by
far the highest, followed by Quebec, B.C., Newfoundland and
Labrador, Saskatchewan, Alberta, Nova Scotia, Manitoba, and
New Brunswick. P.E.L is an outlier with a very low rate, but there
is, in my judgment, so little difference, especially among medium-
sized provinces, to say that we are not overpaying the legislators
in Alberta on the basis of salary plus tax-free allowances.

Now, pensions and fringe benefits represent a very, very
difficult problem to estimate. Let me just tell you that if somebody
gets as a fringe benefit a $100,000 death benefit, the value of that
depends on the age of the individual, his health, and various other
criteria that life insurance companies take into consideration.

In order to estimate the value of providing this, the study that
has been done for the Nova Scotia Legislature has been extremely
valuable. They put a bunch of actuaries and economists into what
must have been a tremendously difficult job to estimate the value
of the benefits provided. If you just think about health care, dental
care, and various other so-called fringe benefits that are paid in the
private sector, in each case it depends on whether you include
family. Is it just a single family, or do you have children? So you
have to make assumptions about this, and all of my following
analysis is based on the assumption that these people have done
the best possible job that can be done.

That’s the first thing: what is the value? What they did — and
that is very important — was estimate the amount of subsidy that
the government provides in the provision, say, of life insurance.
Say the life insurance premium annually would be $500 to get a
$100,000 death benefit. In most cases MLAs themselves
contribute some part of the $500 that’s necessary to buy that. As
you know, the pensions in Alberta are equal to the maximum
allowable contribution to the RRSP as set in Ottawa by Revenue
Canada. Only one-half of that is paid by the government; the other
half'is paid by the individual MLA.

What they have done is taken that amount that is contributed by
the government and said that that is part of the compensation
received by the individual MLA. I’ve produced a table which
shows that on that account Quebec has the highest level of
pensions plus fringe benefits. Interestingly, P.E.I. is second, and
Alberta is third. But this table I provide is also very interesting
because you can see that the total amount in Alberta is about
$11,000, $12,000.

Justice Major: What page are you referring to?

Dr. Grubel: Page 9.

That is only about 10 per cent of the $90,000, roughly, that they
receive in Alberta in salary plus tax-free allowances. So it isn’t
really as big an element of compensation as it is made out to be
when the public focuses on the benefits which these people get
when they retire. Even if these calculations are not absolutely
correct, it doesn’t make much of a problem.

I put together the salary plus tax-free allowances, properly
adjusted for taxes, and the fringe benefits and calculated the total
annual compensation, and here we can see a remarkable similarity
in the levels paid by all of the western provinces, with which
Alberta should be compared. B.C. is slightly higher. Saskatche-
wan is the same as Alberta. Manitoba is a little bit lower. The two
big provinces and the highest total annual compensation are
Ontario and Quebec, almost $20,000 a year more than Alberta.

1:40

But here comes the kicker, the thing that has caught the
attention of all the media because of the large numbers involved,
and it involves so-called transition allowances. Transition
allowances are paid to MLAs because when they fail to be re-
elected or they quit, they typically have a lot of problems getting
reintegrated into the private sector. Even people like me. After my
four years in Ottawa when I got back to my professorship at
Simon Fraser University, they had given it away to somebody to
teach the courses that I had been teaching for 15 years. They stole
them from me. I had no more graduate students studying
international trade and finance. I had no more undergraduates in
that field. It was given away to somebody else, and I was stuck
with Mickey Mouse courses until I retired teaching. So it is
important to have some resources available for people to feed their
families while they’re looking for a new job.

All of the provinces have transition allowances. The case for the
existence of transition allowances is very high. It’s very good. The
big problem is that Alberta stands out like a sore thumb. If you
look at page 12 of my presentation, you can see that the transition
allowance is $200,000, and the second-highest is about $80,000
for Ontario. Then they go down from there to somewhere around
$50,000 for the rest.

Now, how did I calculate those transition allowances? Well, in
all cases in all provinces they are dependent on the level of pay,
including fringe benefits and everything else that you have
received during a certain period while serving, including, inciden-
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tally, the extra pay you get serving as an officer of parliament:
minister, Premier, or whatever. What I have done here is for
comparison. I looked at what the level of transition allowance is for
a fictitious MLA who has served for eight years but did not serve as
an officer in parliament, and that is the number you can see on page
12, which makes it two and a half times that of Ontario that is given
to Alberta MLAs.

Justice Major: The transition allowance is based on the number of
years served?

Dr. Grubel: The number of years and the three months of the
highest pay. This is eight years multiplied by those numbers, but it’s
done for all of the MLAs.

Now, you have to understand that when we want to talk about the
total compensation, we should put together all forms of
compensation: salary, fringe benefits, tax-free allowances, and all
this. It’s not easy to do, but there is one analytical method which
makes it possible, and that is to take the present value that is the
time-adjusted value of all the pay which goes into the pocket of an
MLA when he starts, when he gets elected. Under my assumption
he serves for eight years, he is not an officer, and he can get eight
annual salaries plus fringe benefits, et cetera. But salaries also have
to be discounted to get a present value.

Then I discount the present value of the $120,000 that the MLA
could get as a transition allowance, also discounted for eight years at
4 per cent, all of them at the same rate. When you do that, you come
up with the numbers, the bottom line, that I present on page 14.
There we can see that if you get yourself elected and expect to work
for eight years as an MLA in Alberta, you get a total salary plus all
the other forms of compensation worth $800,000. The absolute
number doesn’t really mean anything in the context of what I
defended as a theory of what should be the right level. We should
compare it with all the other provinces. There you will see in my
calculation that Ontario and Quebec both get a present value of
$100,000 more than Alberta.

Justice Major: Over the eight years?

Dr. Grubel: Over the eight years plus the transition allowance, but
it is considerably higher than that of the other provinces. The
average for the other western provinces — Saskatchewan, Manitoba,
and B.C. — is $681,000. Therefore, the MLAs for Alberta are getting
$122,000 more as a present value of anticipated compensation while
they serve in office.

Now, the amount of extra money paid to people who serve as
ministers or as Premiers or as committee chairmen and so on: the
information on that is all available, but I don’t want anybody to be
overwhelmed by numbers by me producing what is the present
value of compensation for various other sets of assumptions.
However, I made one of them in which I assume — and the number
is given both by the Nova Scotia people and by the basic
information from the clerk — someone serves for eight years but also
serves as a minister. I present under these assumptions, eight years
as minister, again the same information as I presented earlier. It
turns out that Alberta, just as an interest, if you work as a minister,
has almost the same level of extra compensation, about $62,000, as
Quebec and is higher by almost $10,000 than all the other smaller
provinces.

The bottom line. Because we’re running out of time, I won’t be
going through comparisons with fringe benefits, transition
allowances, and all that, but go to the table on page 17, chart 11,
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which shows that for ministers serving eight years the present value
is the third highest. It’s very interesting, taking into account these
differences in the provinces, that the ranking has changed. Quebec,
our French-speaking friends, still has by far the highest total level
of compensation for people who serve as ministers for eight years,
but the second highest is Nova Scotia. Presumably, that’s why
they were required to make that inquiry, which gave me the data
that T have used in my calculations. Alberta on that scale is third,
just a little bit ahead of Ontario, but it is considerably higher for
ministers than any of the other western provinces.

1:50

Well, based on these calculations, I make two recommen-
dations. The first one, fairly easy, is that for the sake of
transparency Alberta should stop being the only non French-
speaking Legislature that still gives tax-free allowances. I know
that some people believe that this is costly for Alberta. I calculated
that it would roughly cost in taxes going to Ottawa somewhere
between $600,000 and a million dollars a year for the 82 or 83
people who are serving as MLAs in Alberta.

I cannot give you any objective criterion for deciding whether a
million dollars or $600,000 going to Ottawa is worth removing
from public debate and the attention of the media and all the storm
and heat that they create, the lack of transparency that is inherent
in all tax-free allowances. It is obvious that outside of Quebec all
the other provinces have decided it’s worth it to do so. Therefore,
my recommendation is that Alberta should follow the rest of
Canada and translate the tax-free allowances into taxable income
properly inflated so that the pay is comparable, which, as you see
from my data, would make it comparable to all the western
provinces.

Justice Major: Dr. Grubel, if the tax-free allowance was more
descriptive of what it really is, that it’s a contribution by the
federal government, in a manner of speaking, to the MLAs in the
province — would the average Albertan prefer to be sending
money to Ottawa over receiving the benefit from Ottawa?

Dr. Grubel: Mr. Major, you have a wonderful way of putting this,
and when I listen to you, I am convinced. But politics as I’ve
known — and one reason why I didn’t run again in 1997 was that
there is too much sizzle, too much attention by the public to
appearances; never mind about the steak. You know, that’s what I
was interested in as an economist. What are the real ideas? How
could we improve the welfare of Canadians? Well, the research
department in the Reform Party had one or two people, but they
hired 15 people to give it youth sizzle. It’s very important, but on
the other hand the sizzle has to appeal to the media and to the
public.

If we change it and become like all the other people, how much
attention do you think you would get from a press release saying,
“MLAs in Alberta paying this money to Ottawa, a million dollars
a year”’? How much attention do you think you would get from the
media and from the public? You could never reach the number of
people who are upset about the fact: “These guys are taking home
money, $20,000 a year or more, and I have to pay taxes on it, and
they don’t.”

It isn’t worth the hassle. For $1 million, which is probably equal
to one hour of revenue of the government of Alberta and certainly
within the measurement error, get rid of it. It’s a million dollars.
Also remember that some of it will come back to Alberta through
the services that the government provides. I accept the logic of
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your argument, and you’re absolutely correct. The feds are
providing a subsidy which we are rejecting, but on the other side
is the public opinion, which we try to persuade. To remove this
from the debate forever, I think, would be worth a million dollars
a year.

Now, the other thing is the level of compensation. My data
show clearly, indisputably that the transition allowance formula is
too generous in the amount of money they provide for MLAs in
relation to all the other provinces. Therefore, I suggest that the
formula be adjusted. I am not an expert in running through an
Excel spreadsheet and what it takes. I could do it if pushed. By
how much would you have to reduce, and what elements of the
formula would you have to change in order to get Alberta in line
with the rest of the western provinces and the rest of the country,
in some sense, other than Quebec or Ontario, which are so much
bigger?

Therefore, I suggest that this be left to a committee of the House
of the Assembly which has the expertise and introduces political
judgment about the sizzle and how it looks. Where’s the proviso
that they set the formula as such that when you make a simulation
of the sort that I have made here, calculating the present value,
Alberta will be completely in line with that of the other western
provinces, take a few thousand dollars here and there that are
measurement errors?

Secondly, I think it is important in all government policy
changes that we take into account the cost of transition from one
regime to the other. We want to be fair to people who have come
into the Legislature being promised a certain amount and so on.
We should try to be fair that they don’t have to rearrange their
own thinking and their own financial planning.

This is an issue, again, where the extent to which we impose
hardships on people who have been coming to Edmonton to serve
on the basis of existing regulations — how much we can squeeze
them is essentially, again, a political judgment and, I think, should
be properly put into the lap of the legislators themselves. I am
confident that once they see the embarrassing numbers that I
produced that show so clearly how Alberta is out of line with
transition allowances, they will be eager to remove this irritant
from their compensation packages and get in line with the rest of
the country.

Thank you.

Justice Major: Thank you. Your paper will be exhibit 15. Of
course, as everyone knows, that will also go on the web.
I see you’ve made it, Dr. Docherty.

Dr. Docherty: Yes, I have. Am I up next?
Justice Major: You’re up.

Dr. Docherty: Thank you very much. I’m happy to be here. As a
political scientist it’s always fun to follow an economist whose
data show indisputably whereas a political scientist says: yeah, the
answer depends.

Justice Major: You just have the one copy of your submission?
Dr. Docherty: No, I have one I can hand to you if you would like.
Justice Major: Okay. That will be the next exhibit, Dr. Docherty.
Dr. Docherty: There is another copy for yourself.

Justice Major: We’re going to move into the twilight zone?

Dr. Docherty: Of political science, yes.

Dr. David Docherty
Author, Legislatures

Dr. Docherty: First of all, I’d like to say that I am here not in my
present role as president of Mount Royal University but as a
political scientist who has studied Legislatures and political
careers across the country and whose research has been on Parlia-
ment and provincial Assemblies. I thank you very much for your
time.

I have eight principles. I will try to be as quick as possible. I
will not read the brief — I suspect it will become a part of the
ongoing dialogue — but I will enunciate each principle and talk
very briefly about it. Then if you have any questions, commis-
sioner, I would be happy to respond to them.

Justice Major: For the record, Dr. Docherty, could you just
briefly give us a quick rundown of your CV?

2:00

Dr. Docherty: Okay. I have a PhD in political science. My first
book was based on my dissertation. It was based on surveys and
interviews with Members of Parliament from 1993 to 1997. It was
called Mr. Smith Goes to Ottawa: Life in the House of Commons,
and it focused on the House of Commons. My second book was
Legislatures, which was part of an eight-book series of a democratic
audit of Canada. I looked at the provincial and the federal
Legislatures and looked at things like levels of professionalization,
opportunities for influence in policy, those types of things.

My publications before I became a dean and a president focused
on matters of Legislatures, legislative careers. I’ve written numerous
book chapters, journal articles, et cetera. I would say that while I am
an atheist when it comes to how we elect our members, I’'m an
evangelical when it comes to the role our members of Legislative
Assemblies play in the day-to-day lives of Canadians.

Justice Major: It’s a good place to end and to begin.

Dr. Docherty: Thank you very much.

I applaud the work you’re doing, but my first principle when
looking at compensation for members is that we have to recognize
that democracy is the foundational principle of modern represen-
tation, and it must be transparent. But democracy is not free, nor is
it cheap, and we should not be looking at reducing members’
salaries as a way of saving money. Saving money should not be a
driver, therefore, in establishing salary levels.

I would just say that when we look at the size of Legislatures
and how we pay members, we can go to one of two extremes. On
one extreme we could elect one person to govern all of Alberta for
four or five years. On the other hand we could allow all 3.7
million Albertans to vote on every single issue. We recognize that
both of those are fraught with possibilities. One is hardly
democratic; the other is ridden with chaos. We agree that we’re
somewhere in the middle, and agreeing we’re somewhere between
one and 3.7 million, we also agree that these individuals have full-
time jobs and have to be compensated as such. So my first
principle that I would encourage when you’re making your
deliberations is that we recognize that democracy comes at a cost
and it’s a cost worth paying. I think we must understand that
there’s a financial price to pay for democratic representation.

The second principle, I would argue, is that salaries must be
regarded as part of a larger recruitment and retention strategy for
legislators. Simply put, you get what you pay for. If we want to
attract good men and women to office, we have to recognize that
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there’s a cost for that. There have been moves in some jurisdictions
at various levels to compensate people and substantially reduce the
cost of legislation, the cost we pay representatives. In one particular
case it was a move to reduce the cost of public school officials to
about $5,000 per annum. My argument is that you get two groups of
people at that stage interested in the job, those for which $5,000
means absolutely nothing and those for which $5,000 means a heck
of a lot. Neither one of those groups is truly representative of all the
parents and all the students and all the teachers and broader society.
I would say the same would hold true for legislators. If we want
good individuals, we have to be willing to pay for them.

Obviously, we don’t have access to tax records of those
individuals who run for office and serve in office, but my own work
has indicated that if you compare us to the United States, you find
an interesting comparison. In the United States when people run for
office, typically they take a salary cut when they enter, but they take
a huge salary increase when they leave. In the Canadian context
many members take a salary cut when they enter office — federal or
provincial and particularly in this case provincially, Alberta — and
they take yet a further cut when they leave.

If we hold the transition allowance in abeyance for a moment —
forget the transition allowance — it is very difficult to recoup that
type of money. They take two salary cuts, one when they enter and
one when they leave. What does that tell us? Well, it tells us that
these individuals are driven to enter office for things other than
finances, but it also indicates that if we do want to increasingly
attract good people to serve in office, we have to make sure that
financial sacrifice isn’t so great that we’re turning them off before
they begin. So I think that’s something we should keep in mind.

The third principle, I would argue, is that the Alberta Legislature
is a full-time, professional representative Assembly and, thus,
requires full-time, professional legislators. Gone are the days when
individuals had surgeries in their kitchen on Saturday mornings.
Alberta legislators represent approximately 45,000 Albertans. It’s a
full-time job. Government is big. Government is complex. It’s not
the 1970s. Beginning in the *70s provincial bodies began to grow,
sit longer, deal with more legislation, and governments grew larger;
therefore, the responsibility of MLAs increased substantially. For
cabinet ministers it meant their job was busier because they oversaw
more bureaucracy; they oversaw more programs.

Quite frankly, for private members both in government and
opposition their important responsibilities in representation and
scrutiny and oversight and legislation became far more important
and full-time, and we have to recognize this. It is a love for many
individuals, but this is not a part-time vocation. This is a full-time
career.

Principles 4 and 5. I would argue that the often volatile career
longevity of elected officials requires that transition packages must
be considered part of the compensation package and that pensions
must be reasonable and must also recognize the opportunity cost of
elected service. I’ll talk about the pension issue very quickly.

I don’t have hard and fast numbers for recommendations on these
issues, but I would argue that when we have individuals who step
into life — remember that most individuals in political careers don’t
begin their career at age 24, after graduating from college or
university, and stay there until age 65. If they did, the pension issue
would be a very different type of equation. It would be a very
different issue, and it would be much more in keeping with other
public service pensions or even the private-sector pensions.

The fact of the matter is that we have a number of individuals
who are leaving their professions to sit in office for an unspecified
period of time. As a result, for many of those individuals they
never recoup that money after eight or 10 years serving in public
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life. If you step out of, for example, a law firm and you serve for
10 years, your clients don’t just wait until you come back and then
once again retain you as a lawyer. You lose those clients, and you
have to rebuild your practice. If you’re a contractor, it takes you a
while to build up that business again. All of those types of things.

The opportunity cost of serving is such that I think we have to
recognize that despite the public reaction to the size of pensions,
the pension equation for elected life is very different than it is for
most other careers. Very few people have a 50- or 40- or 20- or
15-year career in office. Canadian turnover rates are very, very
high. As a result, we have to make sure that that is recognized.

I would recommend that in terms of transition allowances — I
agree with Professor Grubel that the size of the transition
allowance here has caused some controversy. I think it’s wrong to
compare it necessarily to the private sector because if we were
about to do that in terms of the length of it or the size, we’d have
to make that full comparison to private-sector salaries, which are
very, very different than members’ salaries.

Having said that, I would think a maximum of the equivalent of
one year’s salary would make a good maximum for a transition
allowance. I think that that’s in keeping with most other standard
practices, and given the size of salaries that’s probably something
that I would strongly recommend.

I would argue and I agree that members of cabinet in Alberta
are compensated at a level that’s much higher than, say, Ontario
and most other jurisdictions save Quebec and federally. We also
have to remember that the job of a minister of the Crown is very,
very different. They have responsibilities and duties in addition to
those of private members.

It’s an odd one. It’s an odd one because on one hand you will
have a member of cabinet who oversees a large, effectively
multimillion-dollar corporation that if she or he were doing this in
the private sector would be compensated probably at five, six,
seven times the rate that they’re compensated for public service.
At the same time they’re also compensated at a rate in many cases
less than those individuals they’re responsible for. The minister of
health makes less than many doctors and many CEOs of hospitals.
The minister of advanced education makes less than some
professors and many senior administrators at universities.

Having said that, however, we also have to recognize that the
job requirements are different. You don’t necessarily become a
hospital administrator without going through a rather rigorous
education program, you don’t become a doctor without going to
medical school, and chances are you don’t become a senior
professor or a senior administrator of a university without having
a PhD. None of those are requirements to be a minister of health
or a minister of advanced education. The list could go on with
various other ministries. As a result, the direct comparison
shouldn’t necessarily be to those individuals whom the minister
oversees.

At the same time we do have to recognize that salaries, the
additional salaries for cabinet ministers, should be fairly high. I
think that Alberta actually gets it closer to being right than just
about every other jurisdiction. So I would recommend that in the
case of cabinet ministers we maintain the present salary levels,
and when salaries are changed or increased, they are changed in
accordance so that the salaries for cabinet ministers are changed at
the same rate.

2:10

Principle 7, salaries and allowances must be transparent.
Changes to the salary structure may require substantially higher
salaries. I will go into the same argument that the previous speaker
did. I appreciate your comments, but I think that we do have to
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look at the tax-free allowance and get rid of it and realize that to get
rid of it, we are actually going to have to change the salary structure
to compensate for the fact that it is a tax-free allowance. The public
may not like it, but it is certainly far more transparent, and I would
argue that that transparency is important.

Then my final principle — and this is a bit of a soapbox for myself
— is that salaries and allowances should not be used to compensate
for a lack of legislative influence of the Legislative Assembly. At
the moment, for example, members are given a per diem to serve on
committee. I understand informally that part of the argument for that
is that they don’t find the committee system necessarily that useful
and they might not attend if they weren’t given a per diem. It seems
to me that that’s the fault of the Legislative Assembly, that’s the
fault of the House, and that’s not their responsibility to use salary to
make up for that.

Having said that, I do believe in a certain level of financial
engineering, and I would argue that if we did want to make the
House more relevant, if we did want to look at all members and not
just members of cabinet, where most of the focus is, this
commission has an opportunity to make certain recommendations
that may actually change the focus. One of those might be that
committee chairs be compensated at a level that’s almost the
equivalent, if not the equivalent, of ministers without portfolio. Why
would that be important? Well, from my own perspective I think
what that would do is send the signal that a parliamentary career or a
legislative career can be just as important and just as rewarding as a
career in cabinet or at least a cabinet minister without portfolio.

As you’re aware, Justice Major, the difference between without
portfolio and with a portfolio is fairly substantial in Alberta. I think
it’s $28,000 to $63,000-something in terms of the remuneration. I
would argue that the opportunity to pay individuals who are serving
in the Legislature in a strong capacity such as committee chair might
actually make a legislative career more attractive. It might entice
Members of the Legislative Assembly to seek out a career as a
committee chair, to see the role of a committee chair as being
important, as being viable and adding to the democratic process.

Those are the kind of principles. I’'m happy to answer any types
of questions you have, Mr. Major, and I thank the commission for
its time.

Justice Major: What about the members of the committee? If you
decide that the chairman should be compensated at a higher rate
because of the responsibilities, does that carry over to the members?

Dr. Docherty: What troubles me is my sense that members are
being paid to serve on committees not because it’s important but
because it’s the only way to get them to attend. I think it’s not the
duty of this commission to entice members to do their job but to
reward them for a job well done or to compensate them for fulfilling
their responsibilities. My view is that members who serve on
committees or perhaps as deputy chairs may be compensated, but a
per diem just for showing up, to attend, I don’t think actually solves
the problem. I think that we have to be a little more inventive on
how we do that. I think that members are paid fairly well when you
include the tax-free allowance.

One of my recommendations at the end of the day is that, quite
frankly, I wouldn’t use the comparators to the other western
provinces because I think the nature of Alberta, the government of
Alberta, the size of Alberta, the role of oversight and scrutiny is
such that our comparison should pretty much be British Columbia,
Ontario, and Quebec. We should be considering ourselves one of
those four in terms of compensation. If you look at Ontario, if you
look at Quebec, that would mean substantially higher salaries
overall. I think that part of that salary should recognize that the

committee system and the committee structure is important, and
members should see that as part of their duty.

Justice Major: I’ve been told that under the British parliamentary
system, where they have over 500 members, the path to success is
the work you do on committees. Are you familiar with that?

Dr. Docherty: 1 am familiar with that. I have said publicly
elsewhere and I will say publicly on the record — that is the
beauty, perhaps, of being in a protected university environment; I
can say such heretical ideas — that I think we should double the
size of the House, the Alberta Legislative Assembly. That would
change the compensation package. I understand that entirely. But I
think one of the reasons that members see their path to progress
through the committee system in the British House of Commons is
that when they are elected, most if not all of them know that they
have a very small chance of serving in cabinet. As a result, they
have to make their mark elsewhere, and they make their mark as
parliamentarians.

I would argue that with the Legislative Assembly in Alberta at
the size it is, if you are elected to the government, you think that
you have a very good chance of being in cabinet. Thus, party
discipline becomes much stronger. You think that it’s only a
matter of time before you’re in cabinet: as long as I stay in the
good books of whomever the Premier of the day is, then
eventually I’ll get my turn to serve in cabinet. As a result, there’s
less incentive to play that important scrutiny function on the
government backbenches. 1 think any move that increases the
opportunity for individuals to see themselves having a legislative
career is something we should pursue.

But I dare say that your life’s good works that have been
recognized throughout the country may be sullied if you
recommended doubling the size of the Legislative Assembly of
Alberta in this report.

Justice Major: I’ll take that into consideration.
Thank you, Dr. Docherty. I know you had a hard time getting
here.

Dr. Grubel: Is it permissible to ask questions?
Justice Major: Go ahead.

Dr. Grubel: How many of the provincial Legislatures actually
pay per diems?

Dr. Docherty: I couldn’t answer that question more recently. I
know that Alberta has been in the minority. You know, when I
went into administration, I stopped looking at it on a kind of
regular basis, so I wouldn’t be able to answer that question. Many
have different per diems when the House isn’t sitting versus when
the Legislature is sitting. The argument there is that in some
jurisdictions if the Legislature is not sitting and it takes a while for
members to get to the capital, it’s used to compensate for those
purposes.
Thank you very much.

Justice Major: Thank you.
Dr. Grubel: I never was paid . . .

Justice Major: Dr. Grubel, maybe you and Dr. Docherty could
discuss this . . .

Dr. Docherty: Take this offline?
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Rob Anderson, MLA, Airdrie-Chestermere
Wildrose Caucus

Mr. Anderson: Hello, Justice Major. My name is Rob Anderson.
I'm the Justice critic and Finance critic for the Wildrose caucus and
the MLA for Airdrie-Chestermere. It is an honour to appear before
you. I’m an inactive member, I guess, of the Law Society of Alberta
right now, and as someone who was in law school not too long ago,
I studied many of your decisions, so it’s an honour to meet you face
to face.

Justice Major: Thank you.

Mr. Anderson: Prior to becoming an MLA in 2008, I worked at
Borden Ladner Gervais here in Calgary — I was 30 years old at the
time — and decided to run for politics. I’'m now 34, coming to the
end of my first term. It has been a very, very enjoyable experience
albeit somewhat of a roller coaster.

By way of context for my comments — and I do apologize for not
bringing a written submission — we did submit to your office
previously a letter, which you probably received. My comments
mostly come from that letter.

Justice Major: If you want to add to that, you’re free to mail in
anything till February 24.

Mr. Anderson: Excellent. I appreciate that.

By way of context, as you know, we’re in a world financial crisis
right now. Clearly things are not quite as bad here in Alberta as they
are in other places in the world, but it’s clear that the fiscal
irresponsibility of corporations, of governments, and of individuals
really has the world in a very, very scary place right now, a very
dangerous place right now. We don’t know what the future holds,
but we’re in a dangerous and precarious position. There are trillions
of dollars in debt around the world being heaped on the backs of our
children. As a parent of four kids that concerns me, and I know it
concerns a lot of different people.

2:20

In Alberta we’ve had four consecutive deficits, probably a fifth. If
reports are to be believed, we’ll have a fifth consecutive deficit here
at $100 a barrel for oil whereas we’ve balanced the budget in the
past at $20 and $30 a barrel. So it’s a very interesting financial
position we find ourselves in. Our heritage fund here in Alberta is
worth less than it was in 1976, when it was established, if you adjust
it for inflation. We, of course, have returned to deficits and debt, and
our rainy day sustainability fund is almost gone.

Why do I talk about this precarious situation that we’re in, and
how does it relate to what we’re talking about? I believe that, as I
said earlier, one of the reasons we’re in this mess globally and
certainly here as well is the fiscal irresponsibility of corporations, of
individuals, but also of politicians. I think that people in this world
right now and certainly in this province are looking to their political
leaders to be just that: to be leaders, not only to lead but to lead by
example. They want the people that represent them to not only
understand who they are as individuals and relate to them but also to
show that they’re not above them. They want politicians and leaders
that don’t feel that they’re above the average person. They’re very,
very tired, I believe, and I think you see this. Again, it’s all over the
world. It’s not just an Alberta phenomenon.

As I've talked to hundreds or even thousands of people over the
last four years, they’re tired of politicians being so hypocritical. On
the one hand, they talk about fiscal prudence, balancing budgets.
Everybody is a fiscal conservative. No one wants to be a fiscal
liberal. Everyone is a fiscal conservative. But then, on the other
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hand, they go and, frankly, not to put too delicate a spin on it, pork
out at the taxpayer-funded trough, and the perception is that
they’re just there to fill their own pockets. It’s not always a fair
perception, but that is a lot of the perception out there.

I think that what it comes down to in one word is trust. There
really has been a breakdown in trust between the people of this
province, of this country, of the democratic world and their
leadership. So I think that when we talk about MLA compensation
and so forth, we need to — I mean, it’s all nice to look at these
numbers and compare them. It’s an important part of the process,
absolutely. But it’s also important to understand that the actions
that we take as politicians with regard to our own pay and benefits
will affect the trust that we have with Albertans and, therefore, our
democracy and the health of it.

I think that’s why you see things like low voter turnout. One of
the biggest reasons is that people feel that, you know, their
average politician is just in it to line their pocket. I know for a fact
that’s not true. Most politicians are not in it to line their own
pockets. Some are; don’t get me wrong. Most of them are there for
the right reasons, but the perception is certainly not that. I often
joke that when I got into politics, I found the only way to actually
go down in the eyes of the public from a lawyer: to a politician.
That’s unfair but unfortunately true.

On behalf of the Wildrose Party and caucus I have eight
recommendation, seven substantive and one more procedural, that
I feel might not only restore some fiscal sanity but perhaps restore
some of this trust deficit that I’ve been talking about and give our
leaders more credibility when they perform their duties in the
public.

The first recommendation is to roll back the 30 per cent
increases the Premier and the cabinet ministers approved for
themselves in 2008 right after being elected. I feel this is very
important. The reason is that right after that was done, the
financial collapse occurred. I think that by politicians raising their
salaries in this regard, our political leaders here, what that looks
like — it’s very difficult at that point to be preaching the austerity
that is needed to get our fiscal house in order when, you know,
just four years ago members of cabinet and the Premier received a
30 per cent increase in salary. It’s a disconnect. People will not
take a government seriously when it comes to being frugal or
doing things like wage freezes or even keeping wage increases to
the rate of inflation if their politicians have increased their salaries
by 30 per cent.

That’s the first. It is important to note that we do have amongst
if not the highest paid Premier in the nation and the highest paid
cabinet, and I don’t think that’s appropriate for the fourth-most
populous province.

Second, eliminate the tax-free portion of MLA salaries. This,
again, goes back to that trust issue and that credibility issue. Yes,
we would absolutely save some money, keep some money in
Alberta by doing that and not sending it to Ottawa. Believe me,
I’'m one of the last people that wants to send any more Alberta
dollars to Ottawa than we already do. But the problem is that it’s
just something that politicians enjoy. It is used as a salary, there’s
no doubt. It’s not used as an allowance. There are benefits that
make sure that we get paid back for the gas that we use, for the
travel that we do, for the housing — there are separate allowances
for housing up there — so this allowance is a fairy tale. It’s not an
allowance; it’s part of the salary.

Justice Major: You share the view that’s already been expressed
by others that even though there’s a cost to Albertans in eliminating
the tax-free allowance that’s permitted under the Income Tax Act,
the perception is worth the cost.
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Mr. Anderson: Absolutely. Again, no one wants to feel that their
politicians think they’re better than the average person, and this
just smacks of that.

Justice Major: Even when the federal government seems to tell
them that they are?

Mr. Anderson: Yeah. That’s right. Very good point.

We just need to make sure that we, you know, lead by example
on this point. There are many ways we can cut the amount of
money that we send to Ottawa on other policy matters that are far
in excess of $600,000 to a million dollars. So, again, eliminating
the tax-free portion of MLA salaries would be number two so that
it’s all transparent. Whatever we get, that’s our salary, plain and
simple. It’s taxed like everyone else.

Three, cut and cap transition allowances for retiring MLAS to one
month’s pay per year of service to a maximum of 12 months.
Currently, of course, as you know, the formula is three months’ pay
for every year served, without any kind of maximum. That does lead
to some pretty amazingly large transition allowances, sometimes in
excess of a million dollars, certainly approaching a million dollars,
for retiring MLAs. Those aren’t severance packages. Those are
government-funded lottery tickets. That’s how the public perceives
them, and they should perceive them that way.

That’s not what a transition allowance is for. It’s for making the
transition back into the private sector, so it should be in line with
what the private sector pays, which is about one month for every
year served. I think that’s a reasonable amount.

1 did bring a bill to that extent in the Legislature this spring. It
did fail. I think that your recommendation would go a long way to
achieving that, so I hope something like that is there.

Four, freeze MLA and cabinet salaries until the provincial
budget is balanced. Everybody has a job description that they have
to fulfill. If you don’t fulfill it, most times you lose your job.
Certainly, when you don’t fulfill it, you don’t get an increase in
pay. I feel that one of the most important parts of a provincial
government’s job description is to live within our means and to
balance the budget and to not leave debts on the backs of our kids.
I don’t see why MLAs should have any increase in pay if the
budget isn’t balanced. The great thing about that, knowing human
nature, is that if such a recommendation was given, what would
definitely happen is that I think you’d see a lot of politicians
making sure that the budget was balanced because they’d want
their salary to go up by the rate of the cost of living, by inflation.
So I think a little extra incentive for politicians to do their job in
this regard would be a very good thing.

2:30

Five, after the budget is balanced, index MLA and cabinet
salaries to the rate of inflation, or cost-of-living index, rather than
the average weekly wage index, which is often double or triple the
rate of inflation. Obviously, how the average weekly wage index
works is that it’s an average of all the wages, bonuses, all kinds of
different signing bonuses and so forth that people in the private
sector get. I do feel that public service is not the same as the
private sector. I don’t think we should be expected to receive the
same amount as in the private sector because in a lot of ways
we’re not taking the same monetary risks as they do in the private
sector to arrive at those bonuses. That said, some of the bonuses in
the private sector are pretty ridiculous, but I just don’t feel that it’s
a fair matrix or a fair comparison. I don’t think that public-sector
salaries should be tied to it at all, but certainly not to politicians’
pay.

We know when we get into this what we’re going to make. It’s
made known to us prior to running for office, so I don’t see any
reason why we shouldn’t be happy with an increase every year,
assuming the budget is balanced, of the rate of inflation. That’s
reasonable.

I’ve got four kids. Anita, my wife, has part-time work, is a part-
time stay-at-home mom. You know, I think that we get paid
reasonably. I mean, we’re not living the vida loca or anything, but
we’re doing well enough. I think that it’s a choice that we made to
be involved in public service, and I don’t see any reason we can’t
live with a small, yearly inflationary increase.

Six, I would recommend that you mandate that there’s an
independent MLA pay committee, representative of Alberta’s
population, to review the pay and benefits of MLAs and cabinet
ministers once every eight years and then have that committee
report those recommendations exactly one year before every
second election.

Justice Major: You say that should be an MLA committee?

Mr. Anderson: No. It should be a committee composed of
everyday Albertans, a cross-section of businesspeople, trades-
people, professors. You know, you’d go through it. I don’t know
what it would look like.

Justice Major: Who would select them?

Mr. Anderson: Well, that’s a good question. I haven’t thought that
through. It’s a very good question. You’d probably, obviously, have
to have someone like yourself, perhaps, or someone independent
select them based on some criteria that you’d come up with.

I like the idea, and I think Albertans would like the idea.
Albertans are fair people. They are. I just feel that the average
Albertan is not going to go and tell the politicians — as a group
they’re not going to recommend that we make $20,000 a year or
something like that. They’re fair-minded people. They also live in
the realm of reality, which a lot of politicians I don’t think do
sometimes. [ think it’s important just to have that kind of
grounding. Again, I mean, that would really improve the trust
level between political leaders and the average Albertan, knowing
that it was them setting our salaries. Again, the recommendation
from this committee would be once every eight years, one year
before the election.

That leads to recommendation 7, that after that recommendation
was made, we would allow the Legislature to vote on those
committee recommendations and to choose. You could have two
choices as a Legislature. You could either accept them, or you
could take less. You’d be prohibited from taking more, but if you
feel that the committee comes back with a number that you just
can’t politically justify, the Legislature should be able to say:
“You know what? No. We’re going to take a little bit less of a
raise or a little bit less of a benefit,” or whatever it is. “We’re
going to the polls here in six months, and we want to make sure
that we’re not looking like we’re lining our pockets.”

Then, of course, we’d vote on that committee recommendation
prior to that subsequent election so that the people of Alberta
could have a say on whether we made the right choice or not
rather than do it as was done this last time, a 30 per cent pay raise
right after the election, which, of course, is a very questionable
practice.

My ecighth and final recommendation is more regarding the
process of what you’re doing, Justice Major. I hope that if possible
—and I know how busy you must be going all over the province,
combining all of this data, looking it over, reading it over. It’s a lot
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of information. But if there is any way you could release your report
prior to the election being held, I think that would be a very
important thing. The reason I say that is because it will give the
Legislature and certainly the Members’ Services Committee the
opportunity to make the decision of whether they want to accept it
or not or accept a portion of it or not, whatever is put in front of the
Members’ Services Committee.

But the most important thing is that it will make us all
accountable for the decision that we make prior to this next election.
If we make it after, what will happen is that no matter what you do,
this is one of those cases where you’re damned if you do, and you’re
damned if you don’t. If you do it after, the problem is that if it’s
seen as any kind of an increase in pay, the government, whoever it
is, will say, “Well, we’re just doing what Justice Major told us to
do,” and it will become about you.

Justice Major: Do you think your party would do that?

Mr. Anderson: I don’t at all. We would take less. Well, we don’t
know what your recommendation would be, frankly. We would take
your recommendation, or we would take less, one of the two.

Justice Major: To put your mind at rest to some extent, there’s no
requirement that I wait until April to release this report, but I have to
get it done before April.

Mr. Anderson: Oh, excellent. Good.
Justice Major: When it’s done, it’s going out.

Mr. Anderson: Excellent. Well, thank you for that clarification. I
think that’s a great idea.

That’s it, Justice Major. I believe that, you know, we have a bit of
a fiscal mess on our hands and a trust deficit, as I said. I just ask for
your wisdom. Besides assessing the numbers and doing the
comparisons, there is that trust issue and that emotional issue, that if
we don’t set the example as leaders in this province, we’re never
going to get out of the financial mess that we’re in.

Thank you for your time.

Justice Major: I have one question, Mr. Anderson. I don’t know
that you have the answer, but when we’re talking about compensa-
tion to MLAs and the Premier, the total is less than 1 per cent of the
provincial budget. How do you account for the attention that it gets?

Mr. Anderson: You know, that’s a very good question because any
recommendation you make, no matter what direction you go, it will
always be a small fraction of the budget, as you say. I think what
we’re dealing with here is that — let’s give the example of the
teachers’ contract. We’re currently in the process of negotiating a
teachers’ contract. So the teachers come to the negotiating table with
the government, and they look at what the government MLAs get.
They’re professionals. Teachers go to school for five years now, I
think it is. They go to school, and they have bills to pay and families
to feed and all that.

They see a government, the cabinet and the Premier, that has
given themselves a 30 per cent pay raise. They see that every one of
their salaries — cabinet, ML As, and Premier — are tied at a minimum
level to the average weekly wage index, which over the last few
years has been about a 4 to 5 per cent per year increase. So they take
a look at that and notice that we haven’t rolled those things back,
and they say: well, that’s all fine and dandy that you want us to just
take 2 per cent or whatever the rate of inflation is in salary increases
every year, but are you better than us?
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It’s a good question. Teachers are every bit as important, if not
more so, than politicians. So I don’t see how we can sit down with
a straight face in front of the teachers, the nurses, the doctors, the
AUPE, or anyone and say: “You know what? We’re $6 billion in
the hole this year. We need everybody to take a wage freeze for a
year or two so that we can get our books balanced again and then
go from there with inflationary increases or whatever it is.”
They’ll laugh those government negotiators out of the building. It
would be funny to them.

Justice Major: Let me ask you another question. You're
relatively new to the profession. What’s the monetary price that a
person has to pay to become an MLA?

Mr. Anderson: That’s a great question. This is where I do
disagree with some of what the last speaker said. You know, I
guess that maybe some people do get into this for the money. I
don’t know. I haven’t met many of them.

Justice Major: They approach it getting in it for the money, but
how much do you have to sacrifice? Your law practice was
growing, and you come to a point where it costs you money to
serve the public, but you’re motivated by public service;
otherwise, you wouldn’t think about it. What is the monetary
sacrifice that has to be paid?

Mr. Anderson: Well, it depends, of course, on what your
education was prior and what you did prior. For me, obviously,
it’s a pretty big sacrifice. I would say that most people getting into
public service go in there thinking that they’re going to be
sacrificing some future income unless they’re just nearing
retirement.

You know, our public disclosures are out there. I put about
$120,000 or so on my tax form. That’s what goes on my T4. It’s
not as much as I’d be making at Borden Ladner Gervais, certainly,
as the years go by, but I certainly didn’t get in it for the money.
There are lots of other things that are worth while. It does open up
other opportunities after you get out of politics.

Justice Major: Well, we’ve heard different views on that. Ray
Speaker spoke of the difficulty that MLAs have going back to
private life, that it’s not necessarily a plus on their CV that they’ve
been an MLA.

Mr. Anderson: Certainly, if I lose the next election, you’re right.
It probably won’t be easy for me to get work in any government-
related field.

You know what? Again, you get into public service knowing
what you’re getting into. If it’s not for you, if an aspiring
politician can’t live on $120,000 a year, then don’t get into it. I
think if you had a clear salary, whatever it was — maybe it was
$120,000 all inclusive and adjusted for the rate of inflation — and
you knew going in what you were getting, that’s pretty good
stability. You know what it is, and I think that’s fair enough.

Justice Major: Thank you, Mr. Anderson.
Mr. Anderson: Thank you, Justice Major.

Justice Major: We’ll take a 10-minute break.

[The meeting adjourned from 2:43 p.m. to 3:02 p.m.]
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Herb King Justice Major: Put a few more people on it, okay?
Hay Group Thank you for coming.

Mr. King: Good afternoon. I'm just presenting a little bit about
who Hay Group is and what we’ve been engaged to provide for
this process. Hay Group is a consulting organization. We have
about 2,600 consultants and support staff world-wide. We’ve been
around for about 60 years and work in human resources
consulting, and a big part of that has to do with rewards or
compensation. Our contribution to this process is really to provide
data. The way that we’re going to provide compensation data is by
using a methodology that is intellectual property of ours, Hay job-
sizing methodology.

Basically, what we’re talking about is using an evaluation
process of jobs to determine and to do an objective evaluation of
the job’s complexity in terms of knowledge required, skills
required, creative thinking in the job, and the level of accounta-
bility in the role.

The methodology that we use when we evaluate these jobs is
done pretty consistently. We’re pretty careful to make sure that
evaluations are consistent across all our client groups. This allows
us to compare compensation data — base compensation, total
compensation, including bonuses, as well as benefit compensation
— in a calibrated, objective way that allows us to go across
organizations and across industries and even across sectors, public
and private sectors. So that’s what we’re going to be doing.

We’re going to be evaluating using our methodology, know-
how, problem-solving, accountability in our lingo. We’re going to
be evaluating the core MLA role plus all the kind of derivatives of
the role — ministers, parliamentary assistants, and opposition
leaders, et cetera, et cetera — and then bringing in compensation
data from our compensation database for comparison purposes.
The database itself has about 500 organizations and literally
thousands and thousands of jobs. Then we’ll be reporting on that.
Additionally, we’re going to be compiling data based on publicly
disclosed information on MLA and MP compensation
arrangements across the country, so we’ll be providing that infor-
mation. Lastly, we’ll be providing benefit information as well. So
we’ll have base compensation.

If we’re looking outside of elected officials, we’ll also be
reporting on bonus compensation, and we’ll be reporting on the
level of benefits as well. The benefits will be in two types of
reports. One will be a benefit prevalence report, which will outline
detailed benefit provisions and what’s prevalent in the market-
place and what predominates with other organizations. As well,
we’ll be using standard costing techniques to put an annual value
of the benefit plan for comparative purposes so that then you can
compare the total remuneration package against a total remuner-
ation package in the marketplace.

We expect to have this work done by early to mid-April and
will submit the report to you.

Justice Major: That’s too late. The report has to go in by April 1.
Mr. King: We’ll have it done by April 1.

Justice Major: It would be desirable if you had it done in time for
the public to see it via the web. So if we get it, we will post it.

Mr. King: [ think it will probably take until late March. We can
have that report to you for latter March.

Justice Major: Let’s talk about mid-March.

Mr. King: Mid-March is aggressive, but we’ll try.

Mr. King: Thank you.

Justice Major: Ms Sorensen, the mike is yours.
Ms Sorensen: It’s nice to meet you, sir.

Justice Major: Do you want to file that document?

Ms Sorensen: I have already given it to the front desk. It’s not a
very long document. It’s just a few points of view.

Marlene Sorensen
Private Citizen

Ms Sorensen: Your Honour, I would like to thank you for
including me in your schedule to present my point of view on the
MLA compensation. I wonder if it was a coincidence that this
review occurred after a number of the retiring MLAs received
generous retirement packages from the Alberta government and,
further, shall receive gold-plated pensions.

I’ve been involved in politics at all levels of government since I
was very young. However, my efforts to bring a transparent,
democratic government seem to have failed. When I was involved,
my friends would ask: “Why are you working so hard? What is in
it for you?”

When I was employed as a teacher, I had all of my income taxed.
I did not have extra pay for committees, extracurricular activities,
field trips, fundraising campaigns, PT interviews, chaperoning band
trips, or coaching teams. I did not have an office with assistants to
manage the questions and bookkeeping. I often worked weekends
without extra pay. I was expected to be available and accountable to
my clients, the students and their parents.

I applaud the office staff of my MLA, who answers my concerns
and quickly. She is wonderful, efficient, knowledgeable, and caring.

Justice Major: You should tell us the riding you’re in.

Ms Sorensen: I'm in Calgary-Egmont. It will now be Calgary-
Acadia, and that really saddens me because Egmont has a historical
base.

She should be our MLA.

Justice Major: There are nomination meetings. You might consider
that.

Ms Sorensen: Well, I think that she is quite happy to be the
representative’s assistant. She’s wonderful. Susan is her name.

Committee reports cost a lot to prepare, to bind, and to store. I
was volunteering with a seniors’ group when we requested some
literature we knew had been prepared on the issues which we were
studying. The report had never been acted upon or even read. We
were supposedly the first group to request the report.

What are the qualifications to become an MLA? Is there an
education program for them once they are elected? Is there a
mentorship program for the new MLAs? Is there a requirement to
be present during the sittings of the Legislature? Because the
sitting is usually so brief and there is rarely ever a Friday sitting,
would it be possible for MLAs to be in attendance? It is very
embarrassing — and I’ve taken school classes there — to see the
empty desks when the business being discussed is about Alberta’s
immediate and future concerns.
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What were the careers of the elected members before they were
elected? We are led to believe that they shall not have a career when
they retire or are defeated. Is this why the severance package is so
large? Did their past career disappear? What about the lucrative
board appointments some of them receive?

How many committee reports have been predetermined conclu-
sions, but to make the public feel their ideas are worthy, there are
hearings? For instance, with the additional boundaries there were
hearings. I made a presentation at one. Why is there a need for more
MLAs? Upon the adjournment one committee member
acknowledged that I had some valid arguments. However, more
MLASs were necessary because the Premier had already decided.

I believe the elector participation during a committee’s hearings is
due to the fact that there is only about 40 per cent voter turnout at
elections. Taxpayers just believe that it does not make a difference.
At the last provincial election, 2008, the compensation for MLAs
increased by about 30 per cent. People were losing their jobs.
Businesses were closing. There was little attention to constituents
and their financial plight. In many cases I wonder how many
constituents know who their MLAs are. If they vote, they vote for
the political party which is under the candidate’s name.

Standing committee chairs and the members, too, get a standby
stipend. They may never have to meet. Of course, their pension is
tied to the five highest years of earnings. In 2010 the chair earned
$1,500 extra per month. The deputy chair earned $1,250 extra per
month. Each member earned $1,000 extra per month. There was a
minimum number of hours of meetings, and if those hours exceeded
four hours, there was an additional allowance. If the MLA
remuneration chart for 2010 as found on the website and referred to
in the above passage is accurate, how can a retiring MLA get the
severance package as reported in the media?

My husband and I did not and do not receive half of our salary tax
free. When an MLA gets this privilege, then his or her taxable
income is smaller and their taxes are less. I believe that an MLA
should get paid all of his or her salary, and if he or she is having
difficulty avoiding taxes, perhaps a consultant can advise them.
MLAS should look after their own retirements with contributions to
RRSPs just like the taxpayers, including myself, are required to do.

We need a transparent government. From Webster’s dictionary it
means without guile or concealment, open and frank. Bill 50 about
land use was passed without much ado. Now there are hearings to
classify the bill and make amendments.

I believe the MLA compensations have contributed to a bigger
deficit for Alberta.

In conclusion, I concur with the Canadian Taxpayers Federation
that the pay scale should be a base salary, should be less
complicated, and should be transparent and that all income should
be taxable. As it is now, the taxpayer believes that the MLAs are the
worst paid in the country. However, with all of the allowances, they
are near the top or at the top.

Thank you for your patience.

Justice Major: Do you understand the nature of the tax-free allow-
ance?

Ms Sorensen: They don’t pay taxes on it. Is that correct?

Justice Major: Well, that’s correct, but there is a provision in the
Income Tax Act that permits MLAs across the country and another
provision for city councillors. With respect to the MLAs the
Income Tax Act says that they’re permitted a tax-free allowance
of 50 per cent of their indemnity or a fixed number, $25,000,
that’s exempt from income tax. If the province did not take
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advantage of that, the monetary consequences would be that we
would pay the MLAs more so that they could pay their income tax
to end up with the same amount.

In order to end up with the same amount, but as a straight, open
salary that everybody understands, would cost the taxpayers of
Alberta about a million dollars extra that we’d send to the federal
government. Now, you’ve heard, if you were here, some of the
people saying: well, that’s a relatively small amount, and for the
sake of transparency I think the government should do that. Do
you have a view on that as a taxpayer?

Ms Sorensen: I think that, yes, I agree. If that’s the salary they
should get and it costs us more initially, at least it would make us
feel better that they’re contributing to income tax. I’'m sorry that
the Income Tax Act allows all politicians — federal, provincial,
and whatever — this tax-free allowance.

Justice Major: I’'m only speaking of MLAs because that’s all I'm
certain of.

Ms Sorensen: Yeah, I know, but you’ve indicated the tax act is
for, you know, councillors as well.

Justice Major: There are provisions for others, but specifically
for the MLAs I was interested in your view, which I thank you for.

Ms Sorensen: I thank you for your time, sir.

Dr. David Carter, Former Speaker
Legislative Assembly of Alberta

Dr. Carter: Your Honour, thank you for the whole proceedings.
They’re most interesting. To follow along your instruction to other
speakers this afternoon, my background is in canon law, which a
lot of them don’t even know what that means, but that’s
understandable. I know that you do, sir.

Justice Major: I try to avoid it, but I know what it means.
3:20

Dr. Carter: I can understand that, too. In recent years I seem to
have avoided it as well.

Then, of course, I have extensive background with respect to
the Alberta Legislature, in particular as Speaker. In part of my
report, at the back, there’s an extensive bibliography where,
indeed, I was involved with a number of international committees,
not only with the church but also with respect to the Office of the
Speaker and before that in terms of a Member of the Legislative
Assembly. My background is specifically, fortunately in my case,
with legislative officers such as the Ombudsman, the Auditor
General, the Ethics Commissioner, and the Privacy Commis-
sioner. In fact, I appointed the just retiring Privacy Commissioner
to be one of my table officers as legal counsel.

That background has brought me to a very interesting position. I
must say that a number of my comments, in particular for those
who take the time to read through the brief that I presented, have
very much been in defence of the parliamentary process, and that,
of course, impacts upon what it’s like to be an MLA, to be in
cabinet, to be the Premier, to be the Speaker.

One of the problems in terms of various issues with regard to
the Legislature and this matter before the panel is that oftentimes,
not only in the general public but to some degree with professors
of political science — and it’s certainly true, unfortunately, with
members of the Legislature or Members of Parliament — they
don’t do their homework, specifically on the matter of the division
of powers in terms of the judicial, the executive, and the
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Legislature. All too often, like decisions of the committee that
came to form this panel, that is a Legislature committee; it is not a
government committee. So it is that as the Members’ Services
Committee gave life to this panel, that’s where this report goes to
be discussed initially.

Now, indeed, within that committee it has representatives from
all parts of the Legislature, but in actual fact it’s determined by the
majority on that committee, who are government members, who,
in turn, get their instructions back from caucus or further back
from cabinet. So that’s one of the things that’s created the
committee.

I’'m pleased that the committee is there because it’s a very vital
issue. Indeed, it is to a large degree sad that we don’t have a host
of people here to be able to present their concerns to this
commission and, as you had mentioned previously, that other
scheduled panel meetings at Medicine Hat, Lethbridge, and Red
Deer didn’t get a number of people wanting to speak to the issue.
Now, we shouldn’t be misled by that because I think the issue is a
burning issue. It’s of great concern to the general public.

We can see it all across the board in Canada with respect to the
hue and cry about the federal House or municipal politicians and
their salaries and their benefits. I think it is an issue out there
where, in large part, there is a cynicism on the part of many
taxpayers. They say, “They’re going to do whatever they want,”
so that’s an insidious thing. We can say, “Yes, well, at the next
election they can throw them out if they wish,” but that isn’t
necessarily what will happen.

I think there’s a deep anxiety there, and it comes back to the
whole world economic conditions of the collapse and the great
worry about the euro dollar, for example. There’s a whole
economic thing that’s there. In terms of this issue being raised at
this particular time, it’s one that hits in the pocketbook of every
single one of us, whether it’s the increase of food prices or the
cost of gasoline or the cost of heating. That makes this even more
of a sensitive issue.

The other thing. I noticed from the Calgary Herald today that
now we don’t talk about gold-plated handouts; it’s platinum as of
today.

There’s a great concern, I think, underneath for the average
person trying to pay their grocery bills, and it’s this. They look,
just as I do — I love watching the Calgary Flames or the
Saskatchewan Roughriders, but in particular the Flames — at the
amount of salary that a person gets. Now, they’ve got great skill,
but when you try to take that across, how do you compare that to
an MLA? The same thing with the chief executive officer of a
huge corporation. How do you take that kind of comparison of
salary and benefits across to the person who really heads up the
biggest corporation in this province? That’s Her Honour the
Premier. You look at the salary that she’s presently getting, and
you say: gee, that’s pretty poor compared to what the responsibil-
ities are for running this province and for representing this
province not only to Canada but to the world.

As a footnote there — and this is an item that is within control of
the Premier herself — the executive assistant, or whatever title you
want to give, that runs her office, efficiently no doubt, is getting
more money than the Premier. That is absolutely ludicrous. The
other thing that happens is that there’s an insidious background to
that because that same person controls access to the Premier,
whether it be from a cabinet minister or from a government MLA.
Here’s this person with this big salary, and they themselves say:
well, my role as a government MLA — to be specific, a
government MLA — has been diminished. I just throw that one out
there.

Another part of the issue is that sometimes we have Members of
Parliament or MLAs running for office who say: “Well, when I'm
there, I’'m not going to take a pension. I’'m not going to take that
kind of a rich emolument.” So that makes for even more cynicism
on behalf of the electorate.

I have mentioned in my report — and it’s there in great detail —
that my greatest sadness to this is that the committee that
established your panel has some very flawed, irregular process in
it, and unfortunately it goes back to the office of the chairman of
that committee, the Members’ Services Committee. I won’t dwell
too much further on that other than the fact that the member, the
Speaker, who occupies that office was given a letter, a mandate
from the Premier. That individual should have taken it and said:
“Sorry. What I’ve been directed to do is not within the power of
the Speaker.” The various footnotes are there in terms of this
report, and I go on beyond that.

Then when the committee meets two weeks later than the
receipt of the letter, because there is indeed a serious timeline
upon yourself now that the committee is here, in actual fact the
chairman of the committee forgot, inadvertently perhaps, to do a
necessary filing of the document, which is the letter from the
Premier. Then he went on to give the chairman’s interpretation of
what the mandate of this committee would be and then went on
and spoke to it. All of these things are really quite inappropriate,
and I’m choosing my words and watering them down.

Nevertheless, throughout all of this the Premier has stated — and
it’s a very laudable thing — that there is to be transparency, an
openness in all of the discussion about this key issue before us. So
it is that transparency should be there and with the Alberta
Members’ Services Committee. The committee does meet, and the
words are published; all those golden words are enshrined in
Hansard. Then that is promulgated so that every member of the
general public plus the members and the media can have access to
what exactly was said in the Members’ Services Committee.

To go back a hundred thousand years when I was Speaker, I and
the committee used to meet in the Confederation Room. But I
decided together with the committee that we’d move everything
down onto the floor of the Chamber so that when people are
brought by the schools — and that’s a wonderful project— they’re
there. They can see that their Legislative Assembly members are
meeting. They’re in public. It’s open and transparent.

In recent years that has all been changed. They’ve moved the
committee meetings over into the Annex because it’s more
convenient for all of the necessary equipment. Back when I was
Speaker, I had to look after things like the Hansard and library
and communications and developed, indeed, the computer system
that’s in place.

In actual fact, by moving that all-party, open committee to the
Annex, we’ve lost openness and transparency to a large degree.
However, at least the minutes are published. That does not take
place in the House of Commons because there under the terms of
the Board of Internal Economy everything is done in camera. But
at least in Alberta we can have access to the minutes of the
Members’ Services Committee.

3:30

Now, there’s a real reason I emphasize that because in your
report, sir, and as I’ve mentioned in my preamble in the report, a
Pandora’s box has been opened. You have a Herculean task. And
then I remembered what it was that Hercules was empowered to
do. He had to clean out the stables. Well, perhaps that’s part of
what you have to deal with, cutting out what’s chaff and
otherwise. Finally, I said: you need the wisdom of Solomon. And,
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my goodness, in that respect I revert to my other profession, which
is that I pray for you as to your whole mandate.

Nevertheless, we have some other things that need to be
emphasized, and I’ll quickly go to those and then come back to the
process forward. In the mandate one of the comparison things is
that the salaries should be linked up in association with the
judiciary. As you well know, for quite awhile in this province
there was a lock-step arrangement that if the cabinet got a raise,
then the judges could also anticipate that they would get a similar
raise. In terms of that process it needs to be removed because the
judiciary itself, that august body, needs an independent review
process as well so that they don’t get caught up in or potentially
caught up in this kind of a thing, this comparison that we’re going
through with MLAs.

The government committees that are listed on this same
mandate are not committees of the Legislature because they only
have government members. Forgive me, but it’s a make-work
project that was introduced in 1993,when there was a change of
administration in this province. Part of it was that if we have these
committees, that are supposed to be standing policy committees,
they can indeed advise a cabinet minister. Yes, but they should be
paid out of the envelope for the particular department such as
Transportation or Health or whatever. They are not committees of
the Legislative Assembly.

So that’s why we go back. As I’ve said, oftentimes people don’t
do the homework, even MLAs. There are three things they should
be referring to such as the standing orders of the Assembly. That’s
the kind of stuff Speakers have to memorize. Then the next thing
is Beauchesne’s Parliamentary Rules & Forms from Ottawa. I
know there are over 1,200 references in there that you’re supposed
to know. I had to memorize them three different times. Then to
back it up is Erskine May’s Parliamentary Practice from
Parliament in Westminster, which is our tradition.

If we as individual MLAs — because that is germane to this
whole project — don’t know the rules under which we operate,
then God help us. In particular, MLAs, especially on the govern-
ment benches rely on: oh, well, our Government House Leader
will look after this. Oftentimes as I watch federal question period
and as I watch Alberta’s Legislature and other Legislatures, they
don’t adhere to the rules. If, indeed, that goes as far as the
Speakers and tends to bullying rather than being able to cite what
the references are, what chance does a Legislature have?

Anyway, with respect to the MLAs in conference the oversight
of allowances and constituency expenses is indeed germane to
your consideration, sir, because in actual fact in the last resort it’s
the officers of the Legislative Assembly who supervise the
expenditures of those allowances in the constituency. I myself
have a number of examples I can cite whereby I had to back up
my staff as we had to gently admonish members from each of the
caucuses while I was there.

I believe that, indeed, the oversight in allowances for the
official officers of the Assembly — Auditor General, Chief
Electoral Officer, and so forth — is up to the Speaker, whoever that
person, he or she, may be, because they’re to help to protect those
officers from any infringement from the government bench and
from cabinet. And there have been enough examples of that in
time past. They are independent. They are not the government.
They need to be protected in terms of their ombudsman-like
facility for each one of them.

I think of perhaps going back, and, yes, I was there. I was in the
chair of Members’ Services Committee all the way from 1986
until I voluntarily left politics in September of *93. I was elected
as a proud member of the Progressive Conservative Party of
Alberta under both Premier Lougheed and Premier Getty, but the
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moment I was elected to Speaker, I became neutral, I became
unbiased, and never once would I have even attempted to think
that I could introduce any piece of legislation or a motion.

As we go forward here, perhaps, indeed, an MLA pension plan
is better to be put in place. Yes, I was in the chair when the
pensions were reduced under the new administration after Premier
Getty, where things were cut back. When you look at the
examination of every step of the way since 1989, there’s one
person who was involved in every bit of that, and it goes all the
way from 1986, actually, to the present, and that is the present
occupant of the chair of the very high office of Speaker of the
Legislature and, slash, chairman of the Members’ Service
Committee.

Well, perhaps an MLA pension plan is a good model to go back
to because as I’ve looked at these increases over the years during
that period of time, to use a very colloquial phrase, all that I have
seen is a shell game, moving this from this to this. Compared to
where we were before the 1993 imposition, what has happened, as
a rough guess, is that there’s been an increase of benefits overall
by at least 45 to 55 per cent. Now, in terms of other things,
perhaps the cost of living, indeed, has to be studied because at one
stage not every member of the pension plan for the MLAs was
given that kind of a benefit.

A major thing in all of this discussion, 9 on my sheet, is that the
unfunded liability of public services pensions across the board
needs to be addressed because that’s a terrible sort of Damocles
hanging over the taxpayers of Alberta.

Justice Major: Are you aware, Dr. Carter, of any government
where the pensions are funded? I read in debate on the House of
Commons recently that they are concerned about that very issue of
unfunded pensions.

Dr. Carter: I’m not aware of where they are completely, but it’s
an ongoing concern that is sitting there like, perhaps, another set
of elephants in the room. I’'m not sure. It goes not only to the
MLA pension plan that was still there and its variations, but it’s
certainly true of other groups under the Alberta pension schemes.

I would recommend that MLA and cabinet salaries be commen-
surate in some kind of a relationship with private industry and
that, again, with future commissions I would see that there would
be at least three members of the panel because I’'m overwhelmed
with the overwhelming challenge and responsibilities for you in
your own right.

Specifically, I’ll go quickly to the matter of MLAs in terms of
their responsibilities because, indeed, it is onerous. The duties and
responsibilities are a full-time job. It even was a full-time job
when I first became a member in March of *79. In that respect I'm
probably the only one who did get a pay increase when I became
an MLA. That’s letting you know how poorly paid Anglican
clergyman were and still are.

The MLA has to be truly attentive to all aspects of their
constituency. Again, at my very first caucus meeting with Premier
Lougheed somebody raised the issue of power, and he stopped
them dead centre. He said: “Whoa. We’re elected and the
responsibility of government is for all Albertans, whether they
voted for us or not. The moment you start using the word ‘power,’
that infects many of your decisions.” I found that to be one of the
wisest things that I have ever heard.

3:40
Mention was made by a lady from my former constituency of

Calgary-Egmont that, again, in 1993 the Legislature used to sit
five days a week. We used to sit late into the hours of the night,



MLA-48 MLA Compensation and Benefits Review — Calgary

ATIVE ASSEMBLY OF ALBERTA | MAY 2012 REPORT

February 2, 2012

and we certainly were there Friday. Again I mention that any
MLA who lives within an hour’s drive of Edmonton would be at
home every night. They haven’t got a clue, not a clue of what the
pressures are on other MLAs. The distances you travel. The fact
that, yes, we’ve lost three MLAS, one in an airplane crash and two
on the road, and we’re likely to have even more.

It’s a fascinating life, yes, but on the other hand, there’s a price
to be paid, where there are plenty of marriage breakups, there’s
divorce, there are families that fall apart. And, sir, to my great
chagrin I know whereof I speak on both counts.

The other thing is that there’s that demand. I know one of my
dear friends, a former cabinet minister, was away on politics for so
long that when he came home to his ranch, his son almost said:
“Don’t bother. I’ve been running it for all those years you’ve been
away.” Now, that’s just one example of what happens.

There are plenty of MLAs who are afraid to quit. They are. I
know of at least one or two of my friends who are running again
because: what are you going to do when you get home? That’s a
very good question. I think that very few — I would think it’s less
than 3 per cent of ex-MLAs and cabinet ministers and maybe even
Premiers — get any kind of directorships, you know, or fall into
teaching at a university or something, all that kind of thing. Most
of us come back to what? Now, yes, in my case, I had previously
been dean of the cathedral. Who knows what I would have gone
on to from there? The point is that I could come back to a parish,
yes. But I use it as another example that there are plenty of former
MLAs on all sides of the House, and I’m privileged to know them
and have respect for them and they for me, who have gone back
and have felt lost. So the transitional allowance is very important.

I think the benefit — what do you do with, like me, an old MLA
or an old Speaker? How do you recycle them? I think part of the
answer that I observe is this. They go back to their innate roots of
being volunteers and of being good supports in the community in
many different ways. You know, it’s like: after they’ve seen Paris,
how are you going to keep them back on the farm? So those
elements are there. It’s a laudable occupation. It’s a laudable
calling.

We also have to remember, as mentioned, that if we give them
more money, are we going to attract more wonderful people, more
experienced people? Not necessarily because we forget, an awful
lot of political science professors and so forth, that until you’ve
been into the process — and this included me in the beginning. I
didn’t know what it was like to have to fight for a nomination, and
every one of my nominations was a fight. Believe me. I know an
awful lot more of the street kind of politics in this city, in
particular, than I ever wanted to know, and that continues to this
day. So you do have some people that are maybe not running for
the money; they’re running for the power or the influence back
within their own particular communities.

Another current issue that has happened, which is of great
concern, is that the Auditor General, the Chief Electoral Officer
have raised concerns about illegal donations to political parties, to
constituencies. Well, the problem here is that once you’re an MLA
and you get back into the constituency when the House isn’t
sitting, you still try to raise money to be able to fight in the next
election. In that respect one of the popular things has been golf
tournaments. My staff and myself set up the original Speaker’s
golf tournament, which was to cross party lines and to create more
feelings of fellowship within the building. It was for staff as well.
Some of my successors captured that, took it back to their
constituencies and made it into great fundraisers for their
constituency.

The point here is that that has caught on in other constituencies,
and you rely on volunteers.

I mean, God bless volunteers in this province. We’d be dead
without them. Every MLA, no matter what political stripe, has to
rely on volunteers. Because of the raising of this current issue
about illegal or inappropriate funds going to constituency
organizations, the greater the need to be able to find someone who
is a chartered accountant to be able to protect yourself. Your
constituents know those things.

I know I’ve gone on, sir, but one quick, final word is this about
the process. When in due course the wisdom of Solomon,
yourself, has prevailed, the committee, yes, can broadcast the
publications, but it should go for action to the Members’ Services
Committee because that’s the committee out of which this panel
arises. That committee should discuss the recommendations and
so forth. But let us not be fooled. Openness and transparency does
occur in Members’ Services Committee, but the moment it leaves
there and goes over to government caucus and to the cabinet and
to the priorities committee, that’s no longer open and transparent
because by caucus rules and by cabinet rules they do not disclose.

Then the government, in its wisdom, will formulate a bill for an
amendment to the act and bring that to the House, where it
supposedly will be debated by all members of the House. Good
luck, because what has been happening, again, since the change of
administration in 1993 has been more and more use of time limits
in debate. What that really means — yes, they’ve written it into
standing orders; they can do that — is that it’s closure. That has
seriously undermined parliamentary progress in terms of this
province.

Justice Major: Dr. Carter, can I ask you about the more specific
subject that you’ve heard comment on today: the present salary,
the transition allowance, and the tax-free portion of the
compensation?

Dr. Carter: 1 have listened attentively to all the proceedings.
Your comments with respect to the tax-free portion: I think it is
valid to keep it in place, but there’s got to be another way, a
different label somehow, to be able to sell this. I know it’s a
difficult sell, but I really believe it should be in place.

As for the transition allowance I know simply by my notes and
going back over what has happened — and in this regard the report
of the Association of Alberta Taxpayers is quite useful.
Nevertheless, I’ve seen all of this go through, and it is excessively
rich. The fact that that last 30 per cent increase happened so soon
after the election has left a very sad taste in the mouths of many of
us. But right now it’s useful to have a transition allowance. It was
very helpful to me because I was then involved with leaving
Edmonton to come back to a far saner place called the Cypress
Hills. It needs to be in place, but this is far too rich. I know from
my own experience of knowing many of the people involved in
that Members’ Services Committee and other places that, indeed,
it was done deliberately to try to make it fatter.

The business of sitting on committees: as I say, for the
government committees that was done just to be able in part to
keep some of the backbenchers from getting, you know, too
unhappy. This way you could give them more money. But again I
re-emphasize that that is up to the government. They have control,
not a committee of the Legislature.

Justice Major: The 30 per cent that we’ve heard mentioned: do
you know whether there was a rollback of part of that?
3:50

Dr. Carter: Not to my knowledge, sir. The only rollback happened
in 1993.
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Justice Major: There’s been some comment made about how
shortly after Premier Stelmach’s election there was a 30 per cent
increase, and then subsequently there was either a rollback of that
or a cutback of some sort. Are you familiar with any of that?

Dr. Carter: Not to my knowledge, sir.

Justice Major: What is your view, leaving aside the transition
allowance, on the present compensation that the MLAs receive?

Dr. Carter: For an MLA I don’t think it’s enough. The amount of
time that you’re away from home is unbelievable if you are indeed
a diligent MLA and travelling back and forth to your home. Most
of the constituencies in Alberta are a long way from Edmonton.
Again, there is a danger factor just being on the road.

In terms of the amount of time, a normal week for me as
Speaker: after I was up there from probably Sunday night, then I
would get away on the Friday to get back to Calgary to my
constituency, then I would be there at my constituency office
Saturday mornings. But in the meantime I also probably had some
commitment for Friday night, two or three on Saturday, and
perhaps one on Sunday before I started going back.

The other thing is that there is a high visibility of a member. I
gave up flying to Edmonton from Calgary because I’d get to the
airport and people would be lobbying me whether they were my
constituents or not, which didn’t matter, and the guys sitting
beside me on either side in the plane. When I got off at the other
end, there was another bunch of people who were going to come
up to me. So if you’re known as an MLA, people will gain access
to you.

One thing that really concerns me at the moment, sir, is this.
Yes, we’re in this electronic age, and the security of individuals is
only going to be more of a matter of great concern for MLAs and
for their families and for the Premier. A dear friend of mine, the
former Sergeant-at-Arms, Oscar Lacombe, used to drive for
Premier Lougheed, and then he became Sergeant-at-Arms, one of
the greatest sergeants-at-arms that we could hope for. He knows
full well how many security problems there would have been with
respect to the Premier of the day. I can only imagine that it has
increased greatly. If you’re an MLA who has a high profile and if
you’re being controversial, you’ll need to worry about your
security more.

In fact, sir, while I was Speaker, the Sergeant-at-Arms came to
me and advised me to carry a small baseball bat under the front
seat of my car because at that time I was being too controversial.

Justice Major: What about the gap between MLAs and cabinet
ministers? s it adequate? Let’s go on as well to the Premier.

Dr. Carter: I would think that the MLAs need to have more
salary because what’s happening there, as was referred to twice
before, is that these government committees are being used as
some kind of a top-up to bring them up. I think for government
MLAs that will help to dispel some of that. In my mind, the bit
that T know about, some of those so-called policy advisory
committees are not worth the comment.

Justice Major: Okay. If you increase the salary, would you
eliminate the committees?

Dr. Carter: They would have to take a serious look at those
government committees. Now, the legislative committees are
committees of the Legislature, and they have valid work to do
because it relates to the Ombudsman, the Auditor General, the
Privacy Commissioner, and so forth.
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Justice Major: Would you compensate them for serving on a
legislative committee?

Dr. Carter: They already do, sir, by attendance at meetings.

Justice Major: I’m thinking of a situation where they are paid an
increased amount and are then required to sit on a committee. Is
there sense to paying them for their committee work?

Dr. Carter: Yes.

Another thing that I’ve mentioned briefly is that, in my
understanding, the committees are formed at the beginning of a
Legislature and voted on. For these all-party committees, say the
Members’ Services Committee in particular, they should be there
in person. Again, at the recent Members’ Services Committee, a
thing that I documented in great detail, I was appalled to discover
they can do it by conference calls, which means they then miss the
ebb and flow of the committee and the body language.

As Speaker, I know body language. For example, in the House
if I didn’t keep track of what was happening with those 82
members out there and look them directly in the eye, I knew I was
in for trouble. If I sat there leaned back in the chair, which
happened to Speaker Bosley in the House of Commons — that’s
when the House of Commons question period really started to fall
apart. What you’re saying is, “Okay; come and get me,” whereas
if you lean forward like this and look them in the eye . . .

Justice Major: What about the Premier? What should the
difference be between MLAS, cabinet ministers, and the Premier?
What kind of a scale would you think is appropriate?

Dr. Carter: Well, that’s a curve ball, sir. Thank you. I hasten to
say that the Premier is certainly worth more than what she is
currently getting compared to cabinet. I would go back to that
other issue. Sorry; I’m a taxpayer, so I would say in all humility to
the Premier that she should reduce the salary of that executive
staff member because it’s causing a lot of undercurrent stuff there
that I’'m aware of. I trust somebody has enough gumption to stand
up and tell her.

Sir, I have one quick thing about the rest of the process, and it is
this. If, indeed, they want to have openness and transparency, then
after Members’ Services Committee has met, because they’re the
ones that are duly empowered to relate back to the Legislature,
and the government has formulated a bill — this is where the nitty-
gritty really happens — then they take the bill to the House, they do
not impose time limits, they do not impose closure, and they allow
free and frank discussion. Finally, three members of the House
can stand up and call for a standing vote. That means everybody in
the House has to stand up and be counted and the vote recorded if
you want complete openness and transparency.

Finally, sir, at the back of the document I gave you, I hereby put
in as an exhibit the letter of the hon. the Premier to the Speaker in
his role as Speaker of the Legislative Assembly and as nonpartial
chairman, one would hope, of the Members’ Services Committee,
because that’s where all your recommendations go next.

Justice Major: Thank you, Dr. Carter.

Dr. Carter: Thank you very much.

Oscar Fech
Private Citizen

Mr. Fech: Justice Major, nice to see you again. I see you now and
then downtown when you’re walking, having lunch, or whatever. I
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talk to you now and then. My name is Oscar Fech. I study world
history. I was a developer and contractor. I’ve been to Ottawa at
the Senate, and I’ve been at the House of Commons. I’ve been in
the Legislature Building. I’ve known most the Premiers in the
past: Ralph Klein, Lougheed, and Stelmach. I could go on and on.

Justice Major: What we really want to hear is what you think
MLAs should be paid.

Mr. Fech: Okay. Well, you’ve had some good comments here,
especially from the last two speakers, Dr. Carter and Ms Sorensen.
We’ve got to use common sense and what’s right for everybody,
not just for politicians or government. The way we’re going right
now was indicated three years ago when they had an increase of
30 per cent in their wages. We create so many policies, rules,
committees, subcommittees, consulting. This is all part of the
whole problem.

4:00

We have gone away from what we had in the 1930s, *40s, ’50s,
’60s. Come the *70s, the whole world had changed. Come the
1980s, we almost had a world depression, but it the world
hierarchy that ruled the world seemed to create all these illusions,
systems within systems. Like, technology and money are the
bricks and mortar now, Judge. It’s almost frightening what’s going
to happen unless we stop manipulating the taxpayers that the
governments need more money.

In reality — I study all this — money is created by the stroke of a
pen. Money means nothing. It’s the system that has been created.
Governments before: the Roman Empire collapsed; in the 1930s it
collapsed; in the 1980s it almost collapsed. Unless we stop it now,
we are heading for another collapse. Why are we doing it?

We have to stand up for the taxpayers. I did run as a mayoral
candidate, and I gave my opinion. But it’s a no-no. We create and
do too much behind closed doors. That’s the whole problem. All
three levels of government are playing three-way Ping-Pong. It’s
called blame, blame. I’'m not knocking anybody, but that’s the
system that has been created from behind the scenes. Unless we
stop all this, we are heading for collapse, and then we’ll start over
again.

You know, I can go on and on, but you’ve heard so many good
comments. As far as the salaries, compensation, here it says: how
much leaders of government, assistant government whip, chief
should get in RRSP allowance, transition allowance, or
consideration of a pension plan, health care benefits. And here:
“The Panel would make appropriate compensation and benefit
comparisons to other jurisdictions.” See, we always flip-flop from
one jurisdiction to another jurisdiction, use other cities, other
countries, to jack up the wages.

We never talk about: we should be accountable to the taxpayers
and look back at how much governments receive, how much they
spend, and that what’s left over should go back to the taxpayers. It
seems like they’re creating levies, user fees, increasing the taxes,
but the money is not going anywhere; it’s going to the main
coffers. This is the problem. Not unless we look into all of this . . .

Justice Major: That may be a problem of government, but the
only jurisdiction I have is to consider the MLAs, the payment to
the MLAs, what they should earn, and cabinet ministers, the
Premier. What recommendations can you make? What do you
think of those? The other matters are outside our scope.

Mr. Fech: Right. Well, we have created an inflation democracy.
It’s all called funding, funding. At this time it seems like they
must get an increase because that’s the way the inflation has been
created. My feeling is that most of the MLAs are common people,
and they learn as they get put in as MLAs. Like was indicated, if
they don’t get elected, then they don’t know what to do, and they
try again to get re-elected.

The wages must compare to what the going rate is, but the
going rate has been established. These big corporations get $10
million, $20 million a year, $5 million, $6 million. See, we almost
create an illusion that the MLAs or the ministers should get much
bigger wages according to the income and expense and the way
the economy is going. Of course they need a bigger increase, but
it’s sort of fabricated to create inflation, like what happened in the
1930s. It crashed because how does a $900 house, lot, everything
included, within a few years go up to $9,000? We’ve had the same
thing happening here. I’'m just throwing this out there. Unless we
stop all this, we are heading for a crisis, and then we’ll start over
again, and we’re going to start like in the 1930s Depression.

I know I’'m rambling on a little bit, but it’s hard. When you
study what’s going on across the world, it’s almost frustrating to
listen to anybody as to what’s happening because nobody seems to
know what’s going on, and most people don’t care anymore. It’s
all me, me, which was indicated also.

Justice Major, we’re living in very crucial times. No one knows
what to do anymore. It seems like we’re going like the Titanic,
and one of these days it’s going to hit, and we’re going to start
over again. I mean, what else can I say? If there are any
questions . . .

Justice Major: Before you finish, specifically, are you satisfied or
dissatisfied with that the MLAs are making today?

Mr. Fech: Well, the mayor is getting now $250,000 a year, but
the Premier only gets a little over $200,000. She’s not receiving
enough if you compare. But these comparisons are set up for
everybody else to follow and then keep going up and up and up.
This is what I’'m saying. As far as the wages now, of course it
should go higher as to what’s happening in the world and what’s
happening in Alberta and across the world, but eventually we’re
going to fall apart like a balloon. If you blow it up, it eventually
pops, and it seems like we’re getting close to that point.

Justice Major: Well, that’s a happy note to conclude on.
Mr. Fech: Thank you.

Justice Major: We’re adjourned until 6.

[The meeting adjourned at 4:07 p.m.]
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[Justice Major in the chair]

Justice Major: Everybody ready?
Mr. Taylor.

Dave Taylor, MLA, Calgary-Currie
Alberta Party Caucus

Mr. Taylor: Justice Major, thank you for the opportunity to make
this presentation to you. I understand that I have something like 20
minutes, and I don’t think I’'m going to need anywhere near that
much time to make my point. I will be happy to answer any
questions you might have to the best of my ability.

Justice Major: Why don’t we start off with me asking you a
question?

Mr. Taylor: Sure.

Justice Major: You were quoted rightly or wrongly being
concerned about the degree to which this commission was
publicized.

Mr. Taylor: Oh. I think you’re mixing me up, sir, with my leader,
Glenn Taylor. Yes, he was quoted as being concerned with the
degree to which the commission was publicized.

Justice Major: I’ll put it on the record anyhow and not attribute it
to you. The procedure we followed was the same as the procedure
for the Electoral Boundaries Commission Act. There was a
website posted, as you know. There were close to a hundred
weekly papers such as the Jasper Fitzhugh, the Hinton Voice, the
Athabasca Advocate. We really flooded the province, and it was in
eight of the main papers. The website got 2,000 visits. So I'm
satisfied that it got about as wide a circulation as we could give it.

Mr. Taylor: How has the response been, if I may ask you a
question?

Justice Major: Well, the response has been what you would
expect. It has been mixed. I’d say that the people appearing
personally, on their own, as you are, there’d be about 15. There
were a few expert witnesses. It seems that it makes good coffee
room talk, but then when you have to get off your butt and go and
do something, as you’re doing, the interest sort of fades.

The other thing that’s interesting is that the whole issue of MLA
pay reflects less than 1 per cent of the province’s budget. It comes
up in flurries. When it gets stirred up, there seems to be a great
interest, but it seems to die almost as quickly as it arises.

Mr. Taylor: It’s pretty transitory, isn’t it?

Justice Major: Yeah. In any event, I just wanted to put you at
ease if you were concerned that this wasn’t adequately advertised.

Mr. Taylor: Thank you, sir. I will pass your comments along.

For the record my name is Dave Taylor. I am the MLA for
Calgary-Currie. I represent the Alberta Party in the Alberta
Legislature, and I will speak to you tonight . . .

Justice Major: Is Marda Loop in Calgary-Currie?

Mr. Taylor: It certainly is. My office is in Marda Loop, and it’s a
wonderful neighbourhood.

Justice Major: Well, you’re my MLA.

Mr. Taylor: Excellent. Tell me at any point if I get this wrong, in
your opinion.

I will speak to you tonight on behalf of the Alberta Party caucus
and my leader, Glenn Taylor, and I will also offer you some
thoughts of my own based on my two terms as an MLA.

You should also know, if you don’t already, that I have decided
to retire from politics when the election is called this spring;
therefore, your Honour, whatever recommendations you make in
your final report will have no direct impact on me for better or for
worse.

Justice Major: Tell me, if you don’t mind my probing, are you
resigning because of the pay?

Mr. Taylor: No, I’m certainly not.

Your Honour, the folks we work for, our constituents, who are
focused on doing their jobs and paying their mortgages and raising
their kids — and probably right about now, I’'m guessing, a lot of
them are trying to get a quick dinner into their kids so that they
can drive one to indoor soccer and the other to ballet — send
people like me to Edmonton trusting that we will do our best to
look after their interests and not try to pull the wool over their
eyes. Therefore, I'm going to try and make my presentation in
plain English tonight so that they can tell what we’re up to without
having to figure out the difference between a member’s indemnity
allowance and a member’s expense allowance and all these other
arcane terms that we seem to be so good at coming up with.

Speaking first on behalf of the Alberta Party caucus, our
position is that the tax exemption that MLAs receive on a portion
of their pay should be eliminated for three reasons: to increase the
transparency of how much MLAs are paid, to remove a tax benefit
that’s no longer required, and to remove a tax benefit that is not
available to the population at large.

Justice Major: Can I stop you there? This raises an interesting
question. Under the Income Tax Act, as you know, section 81
provides for the MLASs to get this tax-free allowance. A number of
the provinces have discarded it. There are three left: Quebec,
Alberta, and the Northwest Territories. If you eliminate the
allowance and you want to keep the MLAs whole, it means
increasing their pay to where they then pay the additional pay in
income tax to the federal government.

6:10

Mr. Taylor: So that there is no difference in their net pay.

Justice Major: Their net pay remains the same. Rough
calculations come to about a million dollars a year that would go
from Albertans, generally, to the federal government. On most
things in Alberta that is not very palatable, but there have been a
number of people who take the position that transparency is worth
the cost that it may be to the province. Have you thought of that?

Mr. Taylor: Yeah, I have. In the time that I’ve been an MLA and
in the 10 years before that when I was a radio talk show host here
in Calgary, the topic of MLA pay, as you say, ebbed and flowed
as a hot topic. I think that the message I’ve heard most loudly and
most clearly when it has flowed is that people want to know how
our pay compares to the pay in the private sector, to their salaries,
that sort of thing. They want to be able to make, if you will, an
apples-to-apples comparison.

The other thing that certainly proved to be true to me in my
interpretation of what my callers were telling me for all those
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years in talk radio and what my constituents have been telling me
for the last nearly eight years is that when somebody complains
about their taxes being too high or they’re having to send too
many of their tax dollars off to Ottawa as opposed to sending them
to Edmonton or down to city hall or whatever, if you drill down,
you usually find out, I’d say 9 times out of 10 anyway, that people
are really saying: “I can’t follow my money. I don’t mind paying
my taxes if | know what’s being done with my tax money. So be
transparent. Be clearer about it. When you charge me a school tax,
make sure that’s going to education. When you charge me a
highway tax, make sure that’s going to paving the highways,” that
sort of thing. I think it’s the same with MLA pay.

Justice Major: [ understand that sentiment, but what I am curious
about is: if the tax allowance was properly explained so that
Albertans knew that eliminating it is a cost to the province, would
they still be as anxious to see it eliminated? If we described it as a
federal subsidy to Alberta, would that be any more palatable?

Mr. Taylor: I doubt it somehow.

Justice Major: You think that, all in all, you’d rather see,
rounded off, a million dollars go to the feds, that it would result in
the pay being more transparent.

Mr. Taylor: I think people would be gratified by more clarity
around it.

There’s another issue, too, with the one-third of our salary that
is or used to be classified as tax free in that the ratios have
changed. We’re taxed just like the people we serve on the first
approximately $52,000 a year that we’re paid. The next $26,000 is
the tax-free portion. That $26,000 is called the member’s expense
allowance. Once upon a time, Your Honour, certainly before my
time, it was aptly named, and it could be justified.

This is an unusual job that we do in that we are required to
spend a good deal of our working time away from our homes up in
the capital city. We need a place to sleep. We need food to eat. We
need to travel regularly between our homes and the capital. There
are other incidentals and sometimes significant expenses that we
incur that directly relate to being an MLA, and we, of course, need
to be able to pay for all that. Once upon a time, sir, that was what
the member’s expense allowance was for, to cover those expenses.
Today those expenses are all covered by other allowances:
housing allowance, mileage amounts . . .

Justice Major: I don’t want to interrupt, but I think it’s very clear
that that tax allowance is really part of your pay. You have the
ability to collect other expenses, whether it’s a car allowance, with
receipts or whatever method you use. None of the tax-free
allowance as described goes to expenses now.

Mr. Taylor: Not anymore.

Justice Major: It may incidentally when you support somebody
in a Terry Fox Run or something like that out of your own pocket.
But it is part of your salary, and the only thing in its favour is that
it’s paid by the federal government.

Mr. Taylor: Yeah. But I can’t think of another job in the real
world where one-third of my basic gross income would be tax
exempt. Whether it’s being paid to me by the federal government
or the provincial government or the municipal government, that
money all came out of the same taxpayer’s pocket. It’s a benefit
that’s no longer required by us, nor is it available to our
neighbours, and since in practical terms it’s being used for a
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purpose other than originally intended, I would argue and we
would argue in the Alberta Party and in the Alberta Party caucus
that there’s a transparency issue here as well.

Justice Major: There’s no doubt there’s a transparency question
because we’ve heard that, but there’s also no doubt that the
Income Tax Act is very clear. In section 81 of subdivision g,
which you probably have looked at, it’s 50 per cent of your salary
as an MLA or a fixed amount, and they do describe it as an
expense. There’s nothing required by way of showing the
expenses, and as you say — and I think it’s a fact that’s known —
the MLAs consider it part of their pay.

Mr. Taylor: I think, and this is my opinion, sir, that if we
consider it part of our base pay, then it should be taxed or it should
be adjusted upwards perhaps — that’s your call, not mine — and
taxed just like it would be if it was salary in any other occupation,
really. That’s a decision that’s been made by the federal
government, by eight other provinces, and by at least one of the
territories. I think that’s a decision that’s been made quite possibly
for political purposes rather than legal purposes in that, you’re
absolutely right, the Income Tax Act aptly describes it, but the
Income Tax Act, perhaps, in that section hasn’t kept up with
public opinion.

Justice Major: Or provincial-federal relations. They don’t want
to change the act.

Mr. Taylor: That could be.

Justice Major: There are only three provinces or three groups
taking advantage of it. Rather than cause a federal-provincial
argument, they leave it there. If Alberta decides they don’t want it,
then it’s not costing the feds anything other than to Quebec.
Anyhow, I’ve pushed you off the topic.

Mr. Taylor: Okay. Well, from this point on, Your Honour, I
would like you to take my remarks as my own, in part because
they cover some areas of MLA compensation that we have not
necessarily taken a position on at the party or caucus level and in
part because they are my own opinions based on my personal
experience as an MLA.

A couple of moments ago I said that one-third of an MLA’s
salary used to be tax free. Since we went on to talk about the fact
that we still don’t pay tax on that portion of our income, you
might be wondering a little bit about what we’re talking about
here. So here’s the deal.

In 2008 the Legislative Assembly Special Standing Committee
on Members’ Services, or Members’ Services Committee for
short, the committee of the Legislature which is actually charged
with setting compensation rates for MLAs, voted to change the
way in which MLAs were compensated for committee work. This
was concurrent with the establishment of all-party standing policy
committees. Previously standing policy committees had been
populated by members of the government caucus only. What was
approved was a pay rate of $1,000 a month for each committee on
which an MLA serves up to a maximum of three committees.

6:20

I don’t have the numbers in front of me, sir, but this was a
radical change from what existed before, when we were literally
paid a per diem rate or an hourly rate for committee hearings that
we attended. I will point out that at least this committee pay is
taxable. Committee chairs, deputy chairs: they are paid slightly
more. But here’s the thing, Your Honour. There are enough
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committees of the Legislature that every MLA sits on at least
three; therefore, on that day the Members’ Services Committee
voted every single one of us a minimum $36,000 a year raise.
Only two committee members voted no, myself and the Member
for Calgary-Buffalo, Kent Hehr. So now our effective base salary
is no longer $78,000 a year. It’s $114,000 a year, $26,000 of
which, or now a little more than 20 per cent, is tax free.

Now, a philosophical question: as an occupation are we MLAs
worth $114,000 a year? My guess is: probably, in principle, give
or take a little. We have significant responsibilities. We do work
long hours. I would guess most of us average 60 to 70 hours a
week. But there is a transparency issue here that goes well beyond
the tax-free allowance. We work for the people, and my belief is
that the people should be able to tell pretty much at a glance what
it is that we’re being paid for and whether we’re actually doing
that.

Here’s the thing about committee pay. We’re all being paid to
sit on committees that rarely meet. Your Honour, if you determine
that MLAs are worth X or Y or Z dollars a year for the totality of
what we do, then that is what you should recommend that we be
paid, but don’t make up stuff. This notion that we are each being
paid $36,000 a year for all this all-party committee work, which I
would argue should be happening in the public interest but which I
can promise you is largely not happening: well, sir, that is darn
near made up.

Your Honour, I haven’t even touched on our capital residence
allowance, our mileage allowance, plus our fleet cards to cover the
cost of gas and oil changes and car washes — and, yes, we do get
both — plus the annual RSP contribution, which I’'m led to believe
others have spoken to you about. By my calculation, when you
add all that in, an MLA is making the equivalent of about
200,000-plus dollars a year for a job in the real world. So as to not
be in a conflict . . .

Justice Major: I don’t want to nitpick this, but the bona fide
expenses that you incur should be taken out of that. I mean, the
committees that don’t sit are one thing, but if you are driving back
and forth to your constituency, that’s a bona fide charge.

Mr. Taylor: Agreed. I would certainly not sit here advocating that
it be taken away from MLAs. It is a bona fide charge. It is very
generous compensation, though.

I will tell you that in my own situation I have to travel back and
forth to Edmonton on a weekly basis. Mileage from my door to
the door of my office and back and a little bit of incidental
travelling around Edmonton usually translates to a reimbursement
of roughly $275 for each trip. So I am being paid $1,100 every
four weeks to drive back and forth to Edmonton, plus my PHH
card covers my gas and allows me to get a very nice car wash
whenever [ want it. I have to get my car serviced about every eight
weeks because that’s about how long it takes to ring up 8,000
kilometres in time for the next service interval. I would say that
those service intervals probably average $300 to $400 when I take
the major ones and the minor ones, and I have a pretty nice car. So
I’m making a $700 profit every eight weeks on that.

Justice Major: When I hear of car allowance, my only knowledge
of that is so much a mile or so much a kilometre. What you’re
describing is something more than that or something different.

Mr. Taylor: Yeah. It’s two things. It’s the kilometre rate, which
for MLAs is slightly lower than it is for government employees
because we also get the credit card, the fleet card, to cover our gas

and oil and car washes. I’ve never taken advantage of it, but I
believe you can even throw in a couple of detailings a year. I like
to just try to keep my car clean.

Justice Major: A couple of which?

Mr. Taylor: Detailings, which can run you a fair amount of
money.

So all that I’'m saying, in pointing out these other allowances, is
not that they are not bona fide expense reimbursements for MLAs
but just that they are exceedingly generous relative to what it’s
actually costing us to do this.

I don’t submit, for instance, a bill for my housing costs every
month. I automatically get $1,890 a month for capital residence
allowance. My rent on my apartment, which is right across the
road from the Legislature, is $1,010 a month, parking included.
When you add in the cost of electricity, the cost of cable, the cost
of having a phone in the apartment — by the way, if I wanted to
take advantage of it, I could have my phone paid for as well, but I
pay for it myself — I’'m averaging about $1,125 a month in
expenses to keep my residence in Edmonton, and I’m getting
reimbursed to the tune of $1,890 a month. So we are not hurting is
I guess what I’'m saying to you.

I absolutely agree with what you’re saying. If it’s a bona fide
expense, it should be covered. I don’t know whether you feel that
your mandate extends to determining whether the rates for
coverage are appropriate or not. That’s not even particularly of
interest to me as to whether you’re going to weigh in on those
things or not. I’'m just trying to make a point, sir, that we are very
well compensated. When you take that all in, it works out to the
equivalent of about a $200,000- to $210,000-a-year job.

I won’t discuss the merits and drawbacks of the MLA transition
allowance since I’m about to take mine in a couple of months
when the election is called.

Justice Major: I understand you can waive it if you choose.

Mr. Taylor: Well, I'm not going to choose to do that because I
knew that the base salary, the tax-free allowance, the various
expense allowances, and the transition allowance were all in place
when I was first elected in 2004. I pretty much knew what I was
getting into, including the controversy around the transition
allowance. The only real surprise was that whopping big pay raise
that we were all given that calls itself, euphemistically, committee
pay.

My point, Your Honour, is this. I believe good MLAs work
hard and should be fairly compensated, but their compensation
rates absolutely should be set independently, as you are trying to
do with this review that you’re heading. To the fullest extent that
you can achieve, you should design their compensation to clearly
reflect the work that they do so that their constituents can easily
determine that.

There is a challenge inherent to you in attempting to do so in
that there is an impression among the public that MLAs are only
actually working when the Legislative Assembly is in session. Sir,
not to involve you in partisan politics but by way of comment and
for the record I would note that one way to deal with that
impression would be for the government to actually, oh, say, call
the Assembly into session for more than a dozen or so weeks
every year.

I repeat: to the fullest extent that you can, Your Honour, you
should design MLA compensation to clearly reflect the work that
they do. If that means declaring that the sum total of an MLA’s
job description and responsibilities equals X dollars or Y dollars
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or Z dollars per year, a lump sum that says to people, “This is the
base salary of a Member of the Legislative Assembly of the
province of Alberta,” then, sir, do it that way and tax it all. If, on the
other hand, you choose to break it down into categories, please
make sure the categories reflect reality.

Thank you.

Justice Major: Let me ask you about committees. Is there any
room for committees? I mean, I don’t think there’s any argument
that if committees don’t meet, they don’t serve any purpose. Are
committees necessary as part of the legislative agenda? I’'m talking
about working committees.

Mr. Taylor: They are desirable. They are advisable. There is, in my
experience, a level of partisanship that often expresses itself in the
House that sometimes gets in the way of a collaborative approach to
solving problems in the public interest that doesn’t show itself to the
same extent in these all-party committees. They are smaller. They
are a little more collegial. I’ve seen them do some very good work.

We have been through a strange couple of years in that there has
been a turnover of leadership both in the governing and the Official
Opposition parties. The way I believe it has been expressed on the
government side has been that there has been little government
legislation brought forward. Last year I believe we only dealt with
17 government bills in the entirety of 2011. When there’s no
legislation coming forward, no leadership in place because the old
guy is waiting for the replacement person to be chosen, there’s not
much initiative to move ahead with an agenda that may be different
from the successor’s agenda, and then there is not much work for
the committees to do. But there could be more than was brought
about.

6:30

This, I think, goes well beyond your mandate if I may be so bold
as to tell you what your mandate is. If there was some serious work
put into reviewing the rules and policies and standing orders of the
Legislature in terms of how the Assembly does its business, if the
Assembly sat more weeks per year, if more time during that sitting
time was devoted to committee work as opposed to having the
Legislature per se in session, if there was more time for private
members’ business, which is ideally suited for vetting by the
standing policy committees, and if the workload was in fact spread
out over a longer period of time with regular opportunities for
MLASs to come back to their constituents, check in with them and
get feedback from their constituents, my opinion and that of my
party certainly is that we as a people would be better served by their
MLAs.

Justice Major: 1 take from what you’ve said that it would be hard
to justify the number of committees that presently exist. Even if
committees were working, there’s not enough work for three
committees for every member.

Mr. Taylor: There has not been over the last two years. When the
all-party committees were first set up, as I recall —and I would have
to go back and check the record — several months passed before any
of them really started to do any work. But then they did, and for a
time there was a fair amount of activity. I think all the committees,
the standing policy committees, were meeting regularly.

Now, understand, sir, there are standing policy committees —
there are four or five of them, I believe — and then there are other
committees such as the Members’ Services Committee that I
described, the standing committee on privileges, elections, printing,
and some other thing, which hardly every meets — I mean, it goes
years without meeting; it’s legendary in its ability to exist without
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doing anything — and the Public Accounts Committee, and so on
and so forth. The Public Accounts Committee is one of the busier
committees. There’s no question about that.

There are committees in addition to these standing policy
committees. Some work harder than others; some have more
routine work to do, if you will, than others. The standing policy
committees need either to have work referred to them by the
Legislature, whether that be government or private bills, or a
reference on a particular issue from the appropriate cabinet
minister.

The other possibility is that the committee itself can decide that
it wants to investigate something, but that, of course, requires the
committee to come together and sit to discuss such things, and
that’s at the call of the chair. The chair is a member of the
government caucus, and if the government is between leaders
effectively or an election is approaching and there’s not much
work to do or this excuse or that reason or those circumstances
over there, there’s not much motivation to call the committee into
session. The committees could be working a lot harder if the will
was there.

Justice Major: As the Assembly sits now, are there enough
opposition members to have all-party members’ committees in
any significant number?

Mr. Taylor: You would get different answers to that question
from different opposition members in different opposition
caucuses, I think. If the committees were going full bore — and
there is one time of year that they do, and that time is coming up
very shortly. The policy field committees, the standing policy
committees, are all charged with specific government ministries,
and when we go through the estimates process for budget debate,
many of those departments come before their particular standing
policy committee, and their estimates are heard there.

When we go back into session next week and the budget is
delivered a week from today, I believe — Thursday, the 9th of
February, is the date for the budget — those committees will start
to sit for a period of about four to five weeks. They will work on a
regular basis. When the committees are sitting on a scheduled
regular basis like that, it does become difficult for some of the
smaller opposition caucuses to cover off all the work that they’re
supposed to do with their critic roles.

Remember, sir, we are assigned, and each committee is set up in
terms of a certain number of government members, a lesser
number of members from the Official Opposition, and then,
frankly, a smattering of members from the other opposition
parties, the same smattering number on each committee, but the
actual players may change. We are all assigned three committees
at minimum, some considerably more.

There you have it. That’s how the numbers work. Did that
answer your question? I hope it did.

Justice Major: It came close.
Mr. Taylor: Okay.

Justice Major: I wanted to be clear on the capital allowance
you’re given for housing. There’s only the one — isn’t there? — in
your case, your cost of living in Edmonton.

Mr. Taylor: There are two in a sense. It’s two parts of the same
allowance. The housing allowance consists of the capital residence
allowance when we are not in session.

Justice Major: Is that Calgary?
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Mr. Taylor: No, no. That’s for Edmonton.
Justice Major: Edmonton.

Mr. Taylor: Yeah.

That’s for all MLAs except those who live within, I believe —
and, again, I would have to check the standing orders on this — a
60-kilometre radius of the Legislature.

When we are not in session, if we have a property or a lease in
Edmonton, we are paid $1,890 a month for that. I believe that’s
scheduled to go up in the next fiscal year very modestly, but it will
go up a little. It has been frozen for the last three years, I believe.

When we are in session, that switches from a monthly payment
to a per diem of $189. Every day that we’re in session, we can bill
for $189.

Justice Major: You pay your rent out of that?

Mr. Taylor: Yeah.

The theory behind the per diem, of course, is that the per diem
also applies to any MLA who does not have a temporary residence
— I’m not sure what the term is there: a residence, a lease, or a
mortgage or deed — in Edmonton but was staying in a furnished
suite or a hotel or something like that. The per diem is designed to
pay or to go a long way towards paying the cost of your stay in
Edmonton for that particular night and the meals associated with
that and any other incidental cost that you might have, some dry
cleaning and that sort of thing.

Here’s the thing if I may. I’'m sure you wouldn’t be putting up
with some of these theatrics from me if we were in a courtroom,
sir, but here’s the thing. When we are in session, there is a little
clause in the standing orders that says that if the Legislature
adjourns for more than eight days, I believe it is, then the capital
residence allowance in effect kicks back in.

6:40

We schedule our constituency weeks, as we call them, when
we’re in session on a roughly three weeks on, one week off basis.
It doesn’t always work out that way. It will apparently, until we
get to the dropping of the writ this spring, whenever that will be,
work out pretty much that way this spring. I’ve seen other years
where we’ve come into session, we’ve been in session for two
weeks, then we’re off for one week, then we’re back for four, then
we’re off for two, then we’re back for five, we’re off for one, and
we come back for one or something like that in the spring session.

In any event, it always seems to work out so that we have a
constituency week break which actually adds up to 10 days, 10
days we’re not sitting while we’re sitting, and you know what that
means. It means we get the $1,890 on top of the $189 per diem.
All you have to do is sit 10 working days in a month and be off for
10 working days or more and you’ve just doubled your money.

Justice Major: Does the per diem only relate to those people that
have qualified for the capital allowance?

Mr. Taylor: No. The per diem relates when we are in session to
those people who qualify for the capital allowance. I’'m sorry. I
misunderstood your question. In terms of those who live more
than 60 kilometres from the Legislature, yes, you are right. If
you’re the MLA for Edmonton-Centre, for instance, you don’t get
to bill $189 for a sitting day because it’s presumed that you’re
going home to your principal residence, and you’re eating
groceries you would be buying in any event.

Justice Major: Well, Mr. Taylor, anything else?

Mr. Taylor: No. Just a thank you again for the opportunity to
present here. Some of what I’ve said perhaps is the opportunity to
say some things on my way out the door. I’ve tried to be fair and
at least somewhat objective in my opinions if there is such a thing.

I wanted to take the opportunity to tell you this since you gave
me the opportunity to speak to this. I’'m not even going to get into
what you ought to be paying an MLA. T’ll leave that up to your
wisdom, your guidance, the guidance you’ve received from the
experts, and so on and so forth. Good luck with that.

It is my opinion that if you can make the compensation system
clearer, more transparent, make it line up more with what it is that
an MLA actually does for a living and deal with such issues as an
expense allowance that is no longer for expenses — it’s actually
salary — and deal with such things as committee pay, which is very
generous relative to the amount of work we actually do on
committees whereas we’re not specifically getting paid for some
other task that we might perform, if you can make it clearer or just
say at the end of your review period to Albertans, “This is what I
believe an MLA is worth; this is what they should be paid per
annum for the work that they do,” I think we would be serving the
public in doing that. We would be making things clearer and more
open. I seldom think that moving in the direction of clarity and
transparency is a bad thing.

Thank you.

Justice Major: Thank you.

Marilyn Marks
Private Citizen

Ms Marks: Thank you, Justice Major, for this opportunity to
speak. I felt it was my duty as a regular citizen of Alberta and
Calgary, that I needed to be responsible as a citizen and speak of
my experiences in the hope that it might help in the future.

I’ll just go through my pieces here, my numbers. I’ll start with:
when my MLA is paid a yearly salary to represent her
constituents’ concerns but does not, which is my case, how is it
justified that she is entitled to receive this yearly salary when she
was not interested in raising my issue in any form, such as a
member’s statement, tabling our petitions, raising a motion, or any
other way that we could maybe get our issue addressed? This left
me feeling abandoned and unvalued as her constituent.

I might also say that 11 years ago I was a founding member of
the Alberta Grandparents Association, so I have been going up to
the Legislature quite often over these years and have presented in
front of the justice committee and so on. I just thought I’d add that
little piece.

My second point is that Conservatives voted themselves a 30
per cent salary increase but later agreed it was too much. The last
Premier did nothing about changing it. 1 feel this should be
addressed by the present Premier and adjusted to be a more
reasonable amount.

My third point is that MLAs receive extra pay for committee
work even when the committees don’t meet. For an example, an
MLA who sits on the Standing Committee on Education, which
has not met for over a year, receives $1,000 per month in
compensation, to a total of approximately $18,000 to date. MLAs
should not be paid for work not done while sitting on a committee.
Should the MLAs’ yearly salary and their other benefits not cover
all committee work? Why should they be paid extra for sitting on
these committees?

My fourth and last point is that Conservatives can sit on three or
more committees and are paid for being on each committee. They
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can be on as many committees as they wish. I feel that my MLA,
as a Conservative, has made sitting on committees her priority, not
representing me as her constituent. Now, I speak to that because
when she was running for re-election, many times I would go to
her forums and she would speak extensively about the wonderful
work she was doing on these many, many committees, but at the
same time she would not take up our cause or, you know,
represent me in any way. Opposition members can sit on up to
three committees. Being a Conservative, she can go on as many as
she is able to choose to go on. I’'m wondering: why is there a
discrepancy here, when a Conservative member can go on as
many committees as she chooses, but the opposition parties can
only sit on up to three?

That’s basically what I came to speak to as a regular citizen of
Calgary and Alberta trying to be responsible but also as a
founding member of an organization which has tried to change the
Family Law Statutes Amendment Act and, previous to that, the
Family Law Act because there are inadequacies in that act. It
treats some grandparents differently than other grandparents,
depending on what situation their grandchild lives in. As I say, my
MLA would not entertain representing my issues, so I had to go
shopping for other MLAs who’d be willing to help me, and that
left me feeling pretty not valued by my own MLA.

Before I came here, I went to interview an MLA who is leaving,
who is not going back, and he told to me say: when you are
making your recommendations to the Assembly, sir, we would
request that you use your own personal experience and discretion,
not anyone else’s, when deciding on what compensation and
benefits are justifiable and deserved.

Thank you.

6:50

Justice Major: Thank you for coming.

Ms Marks: You’re welcome.

Robert Kells
Private Citizen

Justice Major: I got your submission, so I’m partway there.
Mr. Kells: Well, thank you very much, Your Honour.
Justice Major: You’re here as a right.

Mr. Kells: It’s nice to be here and nice to hear what others have to
say. I have this presentation. I will go through this, and if there are
any questions at any time, of course you can stop and ask me.
Some of what you are going to hear tonight you’ve already heard
from Mr. Taylor. Nevertheless, I would like to address you today
with respect to the process through which MLAs are being
compensated and offer an approach which I think will better serve
the MLAs and the Alberta taxpayer.

I’'m not going to address the amount of remuneration each MLA
should receive other than to say that their remuneration should be
commensurate with the compensation of others in Alberta and the
rest of Canada who have similar responsibilities in federal,
provincial, and municipal governments. I know there are more
qualified people than I to be able to address the issue of the actual
dollar amounts. What I am most interested in is seeing that the
process is one that is independent of the elected representatives
and is both transparent and accountable to Alberta taxpayers,
neither of which is the case today.

I’d like to begin by stating that I'm a former member of the
Royal Canadian Mounted Police, having retired at the rank of
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superintendent after 30 years of service. During my 30-year career
I was employed in the commercial crime field for 17 years, four of
which were at the national level. During that time I oversaw all the
criminal investigations of politicians across Canada conducted by
the RCMP. I have witnessed professional people, including
lawyers, doctors, accountants, businessmen, and politicians from
all parties, engaged in criminal activity. No one is above the law,
nor is anyone not susceptible to breaking the law when an
opportunity presents itself. One of the overriding fundamental
factors in most cases is the lack of transparency and
accountability.

After I retired from the RCMP, I was employed by a major
international oil and gas company and travelled extensively to a
number of countries that rank very high on the list of the most
corrupt countries in the world. I have seen first-hand the
corruption that exists in those countries that do not have high
standards of transparency and accountability.

The present system in Alberta allows the Premier to be paid
from both the general revenue fund and the provincial party which
she or he represents. All MLAs are paid a base salary and then are
on a commission-based system, where they are remunerated for
the number of meetings or the committees that they attend and
other ways in which to raise their level of pay, including providing
MLAs with a tax-free portion of their salary. I did hear your
comments and the exchange that you had earlier on.

Also included in this type of top-up are the benefits accrued to
the MLAs when they leave office. The first speaker tonight did
not address that point. The present golden handshake is well
beyond what the average Albertan receives in their employment
and must be changed.

Additionally, the tax-free portion, something no other Albertan
receives, should be terminated. This approach lacks transparency
and credibility with Albertans and gives rise to the potential for
abuse.

I would suggest that the average person in Alberta would not
know how much any MLA is actually paid even though they’re on
the public payroll. What I can say is that where there is a lack of
transparency and a lack of accountability, there sometimes is the
perception of corruption, whether it is real or simply perceived.
The hallmarks of a corrupt society are often the lack of
transparency and accountability. The present system in Alberta
does just that. It gives the taxpayer, the person who is footing the
bill, the uneasy feeling that politicians have something to hide
when they pay themselves in this type of convoluted manner. I
realize there is a reporting of sorts on the amount of money that
they are receiving, however not to the degree or the manner that
should be demanded or required by the taxpayer.

During the last number of years the Premier has been paid by
the taxpayer both through a salary process as well as a top-up
from the party in power. The present system often begs the
question: why does the Premier not want to divulge what he or she
is receiving from the provincial party? For what reason is the party
funding her expenses or salary? Is the Premier working for the
party or for the citizens of Alberta? What is he or she providing in
return for these payments? While we do not know the answers,
there are many scenarios one can speculate on.

How much and for what reason the remuneration is given is not
known. What is known is that the time is ripe to dispense with this
type of process. The taxpayer is footing the bill in both instances.
Either it is through the direct taxation process, a salary from the
general revenue fund, or indirectly through tax credits given to
those who fund political parties. It matters not how the funding is
received; the taxpayer is still paying the salary and/or the
expenses.
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Now, sir, I wish to be very clear that I am not suggesting that
any of the Premiers or any of the MLAs have received any money
in a corrupt manner. However, the present process does leave the
door open for that to happen. From my observations and personal
experience, once there is a loophole, it can be taken advantage of.

So what is the solution that will make a difference? I would be
remiss if I did not provide a solution which, I believe, is workable,
transparent, and accountable. Firstly, all MLAs, including the
Premier, should be paid their entire remuneration from the general
revenue fund. At no time should a provincial party, constituency
association, or any other source be funding any one of these
individuals. The salaries, of course, should be set at an appropriate
level to ensure that all MLAs are paid appropriately for the
responsibilities they have to perform; however, Albertans should
know the remuneration that each is receiving in a clear, precise,
and easy-to-read format.

Secondly, at the end of the fiscal year an annual report should
be provided or published in a daily newspaper, whichever, to all
Albertans, indicating the salaries paid to each of the MLAs
together with a list of the expenses paid to each throughout the
year. Perhaps there should also be a reporting of the different
meetings held and the attendance of the MLAs at those meetings. |
believe this will go a long way to addressing both the transparency
and accountability issues and remove any perception of a hidden
agenda, a perceived conflict, or perceived corruption.

Thirdly, to discourage an MLA from receiving any type of
remuneration from any of their provincial parties, constituency
offices, or other sources, regulations should be passed prohibiting
this type of action, with an administrative penalty to be paid by the
receiving offender of twice the amount of money received. In
addition, the provincial party and/or the constituency office should
be penalized an equal amount. In this regard I see two types of
penalties: one, where an illegal amount is paid to an MLA and,
two, the failure to report such a payment. Even where the
provincial party or constituency office pays for the expenses of the
MLA, this amount should be reportable. In this case there could be
a base limit such as: any amount greater than $100 would be
reportable. What is essential is the reporting. It is to keep all
payments transparent and accountable.

For far too long there has not been the openness and
transparency of the process of MLA compensation. In many
instances it takes a request for access to information for this to
become known. This should not be necessary. There should be a
requirement for public reporting of this information. After all, the
taxpayer has the absolute right to know.

What appears to be missing in Alberta at the provincial level is
a clear compensation philosophy that outlines the principles of
how elected representatives are to be compensated. This
philosophy should be based on their total compensation, including
the base salary, additional amounts for increased responsibilities
such as cabinet ministers, the Premier, and opposition leaders, and
all their benefits and pension entitlements.

7:00

A total compensation benchmark methodology should also be
developed that includes a public-sector universe from other
federal, provincial, and municipal governments and, in addition,
reflects the economic realities in Alberta in terms of similar
employment opportunities in both the public and the private
sectors. The composition of this universe should be made public,
and a comparison to the universe would then determine the annual
increases for elected representatives. The process needs to be at
arm’s length from elected representatives and the results
implemented without political interference. 1 believe a similar

approach is currently in place in the city of Calgary for
determining compensation for city councillors and the mayor.
Alberta has led the country in many respects, and this is another
example where Alberta can show great leadership by redefining
the process for MLA compensation.
Those, Mr. Major, are the points that I wanted to cover.

Justice Major: You raised a number of points, but I'd like your
opinion on the value of having salaries paid from general revenue.

Mr. Kells: Versus?

Justice Major: I’'m not familiar with how the final cheque is
written, but I see that you say that the Premier should be paid from
general revenue.

Mr. Kells: Right.
Justice Major: At the moment how is she paid?

Mr. Kells: T don’t know. I’m only assuming that she gets paid
from the general revenue fund and that part of it comes from the
provincial party in power, the amount and for what reason we do
not know.

Justice Major: Her responsibilities as Premier, leaving aside the
politics for a moment: to your understanding that portion comes
from general revenue?

Mr. Kells: That’s my understanding.

Justice Major: On the political side, when politicians go to
conventions and different things that keep the parties active, there
are expenses involved in that, which, I presume, the Premier is
compensated for by the party. I don’t know that, but it’s a
reasonable assumption. s there anything wrong with that?

Mr. Kells: No, I don’t believe there’s anything wrong with that as
long as it is transparent and accountable. So that would have to be
a published number. The people ought to know that the Premier
received X number of dollars in compensation from the provincial

party.

Justice Major: There’s one other point, Mr. Kells, and this is just
for clarification. In your second-last paragraph you say that a total
compensation benchmark methodology should be developed
which includes a public-sector universe. What do you mean by
that?

Mr. Kells: Well, I guess if I go back to my former occupation as a
police officer, the salary was looked at for a number of different
police departments across Canada, and collectively they
determined what the salary would be for a member of the RCMP.
They did not want to be in first place, but they did not want to be
in eighth place. I believe that at that time there were eight in the
universe. I think a similar thing could happen here. They could
take a number of salaries based on the other provinces as well as
maybe some larger municipal governments and define the
universe that they were trying to compare their salaries to. It was
easy to understand that the salary should be based on something
other than somebody pulling a number out of the air.

Justice Major: So you’re referring to comparators.
Mr. Kells: That’s right.

Justice Major: Okay. Thank you very much.
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Mr. Kells: I’d just make one other comment, sir, because of what
I’ve already said.

Justice Major: Go ahead.

Mr. Kells: It just happened by coincidence, obviously, that I
picked up the latest edition of Maclean’s magazine, dated
February 6, 2012, and I see that the former leader of the Bloc
Québécois, Mr. Duceppe, is under investigation for using
parliamentary funds to pay his director general, which was
inappropriate. The reason I want to just bring that up is that it
happens to everyone; nobody is above the law. I’ve seen this thing
time and time again while I was in the police force.

Justice Major: Wasn’t the same person, Duceppe, also in trouble
for writing a book out of his office in the Commons?

Mr. Kells: Well, it mentions that in here.
Justice Major: Not that it matters much. I take your point.

Mr. Kells: No. That’s right. He was paying the spouse of his chief
of staff and allowing her to use parliamentary resources as she
produced a book commemorating the Bloc’s 20 years in Ottawa,
again using taxpayers’ funds inappropriately.

Justice Major: I take your point. Thank you.
Mr. Kells: Okay. Thank you.

Justice Major: Mr. Schmal, you’ve turned grey since I saw you
last.

Mr. Schmal: Well, I notice that you have a few less hairs than
when I saw you last. I think it was in the late ’70s, when we
worked together on a civic matter that was very important to many
citizens in this city.

Justice Major: And they never did build that agricultural centre.

Mr. Schmal: No, they didn’t.

John Schmal
Private Citizen

Mr. Schmal: Your Honour, I’'m very happy to be here before you
to give you a couple of my comments. You might be aware that I
was a member of city council for 18 years. I retired in October of
2004. Our mutual friend Milt Harradence wasn’t there, obviously,
but his articling friend Alain Hepner did come. I was very pleased
to have him there. I just thought I’d mention that. Brings back
some real memories.

In any event, coming back to the issue of the reviews, the
independent reviews of compensation and benefits almost — and I
say almost — never seem to recommend reductions in com-
pensation and benefits packages. Instead, the beneficiaries, in this
case the MLAs, likely anticipate that your recommendations of
this review will produce an overall increase in the compensation
and benefits; in other words, a positive outcome for them. Similar
reviews by consulting firms for CEOs and upper management of
public services and also private-sector ones never seem to
recommend reductions in compensation and benefits packages. If
they did, they would likely not be in business very long. In your
case, Mr. Chairman, you likely would not have to worry about
that.

I’m really here on behalf of seniors. I’'m an advocate for seniors,
and I’ve been working with them ever since I retired. How do you
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think Alberta seniors feel about this review, especially those who
are held to fixed incomes and very low inflation increases?
Believe me, they have very little faith in the system. In fact, many
Albertans appear very skeptical even about this process.

7:10

I would be inclined to suggest to you that in order to set a fair
base for compensation and benefits, you may want to go back to
the year 2008, when former Premier Stelmach awarded MLAs the
most generous and very irregular and, yes, the highest ever
compensation and benefits package, a package that was so
attractive that even opposition leaders accepted it very gracefully
and without the normal opposition comments that one would
expect from those leaders and their party MLAs. That’s how good
it was. Having established a 2008 base, you could add more
reasonable and acceptable inflation increases from 2008 to date, to
2012. That change alone may allow Alberta citizens to buy into
this compensation and benefits review process.

I’ve talked about the huge MLA pay raises and increased
benefits in 2008. As far as the benefits are concerned — and, of
course, that becomes part of the salary as well — as was the
practice prior to 2008, I strongly suggest that MLAs serve on
committees without extra pay. Having served city council for 18
years, I served on many city standing committees and many other
committees, always without extra pay. The only exception was
when I served on the hospital board or the Calgary Regional
Planning Commission. In that case I would receive an honorarium.

I understand that cheques are issued and payments accepted by
MLAs for attending meetings but that payments are also accepted
even if they do not attend these meetings. Members of the public
want to know if such handouts are really ethical, and many also
wonder if honesty may be in question. I’d like to say to you that
even if I was sitting there as an MLA and received that pay for a
so-called meeting and in my heart I knew that I wasn’t there, that I
didn’t attend that meeting, I’d have every option to return the
cheque. As a politician if I felt strongly about it, I think I would
return that cheque. I don’t see them doing that, not even the
members of the opposition, and that really surprises me.

Then we get down to the matter of inflation increases. For 2012
Alberta seniors — and I think you probably know this because
you’d be a recipient — will receive . . .

Justice Major: Do I look that old?

Mr. Schmal: No, you don’t, but I think you’re with me on that.
I’m there.

We’re going to be receiving a 2.8 per cent increase in the
Canada pension plan payment, CPP, while MLAs received a 5.35
per cent increase, almost double, tied directly to annual
adjustments in average weekly earnings for Alberta workers.
Robert Remington, a writer for the Calgary Herald, has made it
very clear that using the annual adjustments in average weekly
earnings for Alberta workers, which has an inflation rate
established by Stats Canada, is not appropriate. If senior citizens
are tied to a Stats Canada inflation increase of 2.8 per cent, so
should politicians, and that includes city council here in Calgary.

Justice Major: Does that 2.8 per cent track the rate of inflation,
or is that just an arbitrary number?

Mr. Schmal: Well, it’s a way of determining what has gone up
and what goes down.

Justice Major: But do they look at the cost of living?
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Mr. Schmal: The cost-of-living increase.

Justice Major: It determines what they’ll allow, and that’s why
the 2.8 per cent?

Mr. Schmal: That is correct. The question is: why should there be
two inflation rates, one for seniors and other people and another
for politicians? That would obviously benefit them at a much
higher income. To apply 5.35 per cent on $100,000 versus 2.8 per
cent on $6,000 is quite the difference.

You know, there’s a saying that we all buy the same loaf of
bread, but it appears that politicians will be purchasing multigrain
bread while seniors and not-so-well-to-do people may be expected
to consume discounted, day-old bread because that’s the type of
increases that they will be receiving.

In regard to severance packages and other benefits Albertans
resent the handouts of multimillion-dollar severance packages for
retired MLAs or MLAs who do not get re-elected. Based on
policy or public outcry, the packages are too sweet and should be
cut back substantially. I could give you an example. City council
here in Calgary gives two months per year; with the provincial
government it’s three months per year.

Justice Major: Is there any limit on city council? They give you
two months per year for every year you serve?

Mr. Schmal: That’s correct.
Justice Major: Regardless of how many years?

Mr. Schmal: It doesn’t say for how many years. It just says: two
months for every year.

Justice Major: Well, that’s what caused some of the furor
recently, when for the MLAs that were retiring, it became public
news that they had received three months for every year they
served, and in cases where they served for 15 or 20 years, it
amounted to a very substantial amount of money. Is the same true
of city council, that if you’re there for 10 years, you get 20
months?

Mr. Schmal: That’s correct. I'm not saying that that’s . . .

Justice Major: You’re not saying whether that’s right or wrong.
I’'m not asking you. I just wanted to be clear.

Mr. Schmal: I’'m just simply saying that you have some way of
comparing.

I wanted to say that it may be appropriate for me to mention that
the same public outcry applies to gold-plated pension and
severance packages given to Members of Parliament, the same
problem. I understand that RRSP contributions have some type of
matching formula, and when taking advantage of maximum
contributions, that should accumulate reasonable funds to allow
for a very decent retirement for MLAs.

Also, many MLAs who live outside of Edmonton get
government living allowances, and I understand these MLAs can
use those allowances towards mortgage payments on homes they
purchase, so many end up with a second home in Edmonton. That
is a considerable asset, and it is, obviously, a very good benefit.

In summary, it is time that governments cut back on their own
expenses, and a good start is for government representatives like
MLAs and the Members of Parliament to cut back in their own
backyards. Some other provinces have far fewer MLAs per capita
than Alberta. Instead of adding MLAs, we should be reducing
those numbers. A good example is that the city of Calgary, with a

population of 1.2 million people, is served by 14 aldermen versus
23 MLAs and 26 MLAs in the next election. We’re now looking
at 14 versus 26. It’s almost double.

With today’s technology, that includes computers, cellphones,
faxes, constituents can be contacted within minutes, so MLAs
should be able to take on much larger areas and substantially more
population in representing Albertans. I’'m aware that this is not
part of the review. I just thought I’d make that a comment; that’s
all.

That’s my presentation to you.

Justice Major: Well, thanks for coming.

Mr. Schmal: I’d like to present you with a copy. In fact, I’d also
like to give you a copy of a letter I wrote to the Calgary Herald
just very recently. It hasn’t been printed yet, but it hits the same
area.

7:20

Justice Major: Give it to us, and we’ll put it up on the web ahead
of the Calgary Herald.

Mr. Schmal: Okay. Whom could I give this to?
Justice Major: This lady right here.

Mr. Schmal: Thank you once again for listening to me. It was a
pleasure seeing you.

Justice Major: Well, it’s good to see you again, Mr. Schmal.
Mr. Ernst: Good evening, Mr. Major.

Justice Major: Good evening. Did you file a paper?

Mr. Ernst: I did.

Justice Major: I thought I saw yours.

Mr. Ernst: I’ll go through the paper.

Justice Major: Yeah. That’s fine. I just want to get my copy.
Thank you.

Kelly Ernst
Private Citizen

Mr. Ernst: First of all, let me begin by thanking you for this
opportunity to speak about MLA pay. I'm Kelly Ernst. I'm
presenting today as a private person, but I think it’s fair for you to
know that I’ve been involved with volunteerism and in my
professional role on committees such as Basic Income Canada. I
am co-chair of the North American Basic Income Guarantee
Congress. I’ve led a number of studies on income and the
economic downturn in Alberta and have consulted with people on
the subject as well. Through this experience I’'m basing this
presentation.

My recommendations will really be concerning not only MLA
pay but focusing in on the fairness of that pay and giving
recommendations around comparators, in particular how to base
that pay. Unlike a couple of your previous presenters, I’ll actually
target that in particular. I offer as well to please stop me at any
point for questions. I’'m more than happy to answer your
questions.

I’d like to begin by giving a little bit of context about why I’'m
doing this and why I’m doing it in this manner because it’s
slightly different, I think, than your other presenters. Since 2008
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and the economic downturn considerable debate has been sparked
about how Alberta has fared economically. For many of us in
Alberta there was no impact, for many it was quite substantial, and
many people did well. There is no one particular way that you can
say that the impact since 2008 has been in one direction, but in
retrospect, when you actually look at the stats and you actually go
beyond the economic downturn, one thing that you can say for
sure is that over the past few decades and the last decade in
particular there have been particular groups that have not fared
well, that have not gone through the booms that Alberta has gone
through and done particularly well. Many of us just have not kept
pace.

In fact, the economic difficulties that we are having now simply
accentuate the people that are living with difficulty in the lowest
levels of income in Alberta and the difficulties that they’re having.
For them, the economic advantage of being in Alberta simply has
not crystallized whereas in other cohorts that isn’t true. In the
upper incomes, of course, the advantaged have done very well.
They’ve done very well. Others in the middle may have done a
little bit better, but I think we have to take into account that we
saw the cost of living also increase, so any gains that many of the
middle-income people have seen have not crystallized either. So
there’s been this growing disparity in Alberta.

The media story in Alberta that we’re all doing very well in this
province really is not substantiated by the data. The statistics on
income growth for each of the cohorts doesn’t back up that myth
that Alberta has equally benefited. It’s simply not true. Economic
disparity in our province is growing.

Justice Major: I accept that, but I’d like you to tie that in to the
MLAs. There’s no doubt in my mind that what you’re saying is
true.

Mr. Ernst: What I’'m going to be forwarding is an idea about:
what comparators do you use to ensure that MLA pay and the
policy around MLA pay are not done in such a way that it
accentuates the economic difficulties that people are having and
reinforces politicians for making policy decisions to accentuate
that pay?

The recommendations I would like to forward really do talk
about these comparators. One of the comparators that keeps
coming up is a comparator to other provinces. I would suggest that
MLAs here in Alberta are not competing for positions in politics
in New Brunswick, Ontario, Quebec, or any other province, nor
are they competing for political positions outside of Canada. I’ve
seen people saying: well, we should compare it to, you know,
places like New Zealand, states in the United States, or
somewhere in Europe. I think those types of comparisons are
incorrect. Politicians in Alberta, as you know, are only able to
work here. They’re only qualified to work here. It’s the workers of
Alberta, really, that politicians are competing with, and that is the
comparison that we should be making.

Ideally, also, political representatives act for the entire public,
from every walk of life, every type of position, so another type of
comparator that I think is completely valid is to again look at
Martha and Henry Alberta and not necessarily pick one particular
profession such as an administrator, a professional role — doctor,
lawyer — and so on. I think that is also in many ways quite
inappropriate.

Another comparator that often gets used when you take a look
at Albertans as a whole are three different ways of looking at the
different cohorts. One of those ways is looking at average income.
I would actually suggest that average income is also an incorrect
way of looking at it. As you know, average income is taking
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everybody’s income and dividing it by the total number of people
in that group, but the problem with average income is that average
income can actually increase while the upper income people do
really well and everybody else does not or even the lower income
people do poorer.

Justice Major: I understand average, and I understand median.

Mr. Ernst: Median is the same way. Median income can also do
the same thing, so again I wouldn’t suggest that.

Where my presentation actually goes is to look at the bottom-
rung people, the people in the lower fifth cohort. It’s those people,
I think, that are a group that we can pay particular attention to.
From a statistical standpoint when the lower groups in our society
do better, typically all of us do better, not only in terms of our
income, but also there’s a whole level of costs of poverty to our
society that we also should take into consideration. I didn’t put
many of those types of costs into this report. I may later in the
final submission. But when we attach MLA pay to these lower
levels, I think that is a particular type of policy that might have
actual promise.

7:30

Justice Major: Have you done any figures on that?

Mr. Ernst: Yes. I’'m going to get to that now.

What I’m not suggesting is that any MLA be paid minimum
wage. I think it is fair also for MLAs to be paid well for the level
and responsibility of the work that they do. I have no problem
with that. What I would suggest is to take a look at the lower level
cohort, the lower one-fifth, and look at the ways in which that
group is compensated or the way in which you can compare
MLAS to that particular group.

Two ways come to mind. One is minimum wage; the other is
low-income cut-off. When you actually take a look at minimum
wage and you calculate out what minimum wage is annually — it’s
about $18,500 per year — it’s very similar to the low-income cut-
off, slightly less but a little bit lower. When you compare that to
the MLA wage, so you take just the indemnity and the tax-free
allowance, that’s slightly four times greater than minimum wage.
The Premier’s pay, for example, is 12 times that rate. When you
take into account the average MLA, according to the Canadian
Taxpayers Federation it’s seven times approximately. So if you
were to tie the MLA wage to minimum wage through a factor, you
could also say: well, MLAs get paid always seven times the rate of
minimum wage, and the Premier, if you keep it constant to now,
12 times, and then the various levels of deputies and ministers and
so on could be paid in between, again, as factors to minimum
wage.

Part of the reason I'm also suggesting this is that I’'m also
forwarding the principle that MLAs should really be paid no
differently than other Albertans. There shouldn’t be one way or
method of paying MLAs and then another method for just Joe
Average in our society. We need to be compensated fairly and
equally in terms of the method that we get compensated as well.

I would agree with some of your earlier speakers on a number
of other points with respect to how MLAs are compensated; for
example, the tax-free income. Albertans have to pay taxes. When I
or you or anybody else in Alberta earns money, we have to file
taxes and pay taxes on that income.

Justice Major: You’ve been here, and you’ve heard the
discussion about the fact that it’s income tax exempt by the federal
government.
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Mr. Ernst: Yes.

Justice Major: I take it that you think it would be preferable to
forgo that tax advantage and let the province pay the difference?

Mr. Ernst: Yes.

Another piece of the payment, of course, is the expense
allowance. Most Albertans certainly don’t have an expense
allowance, so MLAs should be treated similarly.

Justice Major: Well, what about money they actually expend?

Mr. Ernst: Yes. I have that in my presentation as well. If they
have receipted expenses, I have no problem with that, and I think
that is fair. Again, if most Albertans have receipted expenses in
the course of their day-to-day work, then I have no problem with
that, including giving invoices for the number of miles that they
may have driven in their personal vehicles. Those types of
expenses | think are fine. Anything beyond that, where there
doesn’t need to be a receipted expense or there’s no receipt being
submitted, I think is inappropriate.

The other piece of this is sort of dual compensation for the role
or double-dipping. I’'m not in favour as well for committee work
to be reimbursed separately from the core salary of an MLA or the
core compensation. It simply appears to the public that there is
double-dipping, and I think that doesn’t serve Alberta well in
terms of confidence in our whole democratic system when we put
forward MLAs as having a method of payment that no one else in
Alberta seems to get.

The idea of excessive compensation has also come up.
Whenever politicians become millionaires by any type of
compensation that they’re getting, it simply raises cynicism,
doubts, and questions about the integrity and ethical conduct of
politicians. That, for all of us I think, undermines the public
confidence that we have in our entire democratic system. So I
would be in complete favour of abolishing the pension scheme
that seems to occur at the moment. However, that being said, I
think what is reasonable is, say, a matching pension allowance
such as the RRSP allowance that currently occurs in MLA
compensation, as many other Albertans get, but not beyond that.

The other thing I’d like you to consider with respect to the
transition allowance is that I would abolish the transition
allowance completely as well. When MLAs or any politician
stands for office, it’s for a set term. Politicians and the public
know that going in. In effect, in my mind politicians are very
much like a contract worker. They’re going in for a set period,
getting reimbursed for that particular period, but there’s no
guarantee after that period has ended that they’re going to have
any contract renewed. After the writ is dropped, basically the
contract is done, and now we’re into a new contract only if that
contract gets renewed. So there should not be transition allowances.
It’s in everybody’s knowledge, including the politician, that going
into such a role you take that risk.

Justice Major: Well, except we have heard evidence that the
transition from an MLA back into normal society is more difficult.

Mr. Ernst: I would poke holes a bit in that evidence, and I’d like
to see more of that.

Justice Major: Well, if you look at Mr. Speaker’s evidence, he
went into some detail on that, and you can see that on the web. I
have no personal knowledge of whether that’s correct or not, but
assuming that it is, would that be an exception to what you’re
saying?

Mr. Ernst: Well, no. I would not consider anecdotal evidence
necessarily something to fall back on.

Justice Major: To be fair to Mr. Speaker, you know, he was an
MLA for 20 years. It’s hardly anecdotal. It’s pretty real.

Mr. Ernst: Yeah. I’'m certain of that. However, the risk is that
when you go into politics, you know that going in.

Justice Major: I understand what you’re saying. I just wanted to
be clear.

Let me back up a little bit. When you speak of the lowest
income and that the MLAs should be paid a multiple of that, have
you settled in your own mind what the multiple should be? I think
you’ve said that it’s presently four times. What do you think it
should be?

Mr. Ernst: Well, it depends on what you include in that particular
reimbursement. For the indemnity and tax-free allowance, yes, it’s
four times, but if you include, then, the other pieces of pay to
actually . . .

Justice Major: Well, take the whole thing.
Mr. Ernst: It would be seven. It’s more around seven.

Justice Major: Do you think seven is too much? Have you
formed an opinion on what the multiplier should be, not what it is
but what you think it should be?

7:40

Mr. Ernst: [ think the current level of pay should not exceed or
go beyond what MLAs are getting now. If it starts to go beyond
that particular level, then I think people start to feel that there’s an
injustice being done or an unfairness.

I think people in Alberta do understand the fact that we have a
politician who’s giving great public service to the province and
who should be reimbursed to a higher degree than what an average
person might get paid.

The figure of seven is interesting because in some research that
figure is a common figure between the lowest sort of cohort or
one-fifth and the highest one-fifth. If you look over time, there’s
this figure of seven that often divides those cohorts. So that’s not a
bad figure to use, to be quite honest.

Justice Major: Okay.

Mr. Ernst: The final point I would like to address has to do with
how the general public is informed about compensation. I would
also forward the idea that compensation should be transparent and
routinely proactively disclosed. It should be very simple for
Albertans to understand.

If you go to the Alberta Treasury website at the moment and
you look at how people are compensated and the list of MLAs and
all of their compensation, I would say that it’s far too complex for
most people to grasp what is really going on there. I would
simplify the way that MLAs get paid so that it is more transparent
and understandable to all citizens. The total compensation and
reimbursement for receipted expenses as well I think needs to be
clarified. There needs to be much greater detail about that because
when too little detail gets put on the receipted expense side, I think
it simply invites questions and cynicism about how politicians are
being reimbursed.

Although the Treasury website does list MLA salaries one by
one and some of the receipted expenses, I think there needs to be
far greater simplification with respect to their general salary or
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compensation and far greater detail with respect to the receipts,
and it should be all in one spot. The principle I'm forwarding is
routine proactive disclosure for you.

The final thought I’d really like to leave you with is not in here,
but it’s more one about fairness. People don’t forget when they’re
treated unfairly. They don’t like to feel that they’re in the middle
of an injustice. MLA pay and setting that MLA pay and how you
compare it to the rest of Alberta I think is a really important
question that needs to be decided because if it’s not done
correctly, then people will feel a great injustice.

Deutsche Bank yesterday came out and said that we’re in for
another social explosion if we don’t pay attention to economic
disparity around the world. It’s little things like MLA pay that
really add to the basket of injustice if we don’t pay attention and
do a good job of ensuring that that is fair and attends to the
constituents that MLAs need to represent.

Justice Major: Thank you very much.
Mr. Ernst: Thank you.

Justice Major: Is there nobody here? We’ll adjourn for 10
minutes and see if the others show up.
You’re all welcome to stay, but I won’t feel hurt if you leave.

[The meeting adjourned from 7:45 p.m. to 7:56 p.m.]

Dr. Raj Sherman, MLA, Edmonton-Meadowlark
Leader of the Official Opposition

Dr. Sherman: Justice Major, first of all, I’d like to thank you for
the opportunity to present on what is a very important issue, I
believe, in a democracy. Thank you for taking time out of your
life to help us make a very important decision.

Justice Major: One of the things I want to ask you, Dr. Sherman,
is that there seems to be some confusion on the extent to which
this commission was advertised. We followed the same format as
that for Electoral Boundaries, which had quite a sizable turnout.
To be more specific, there were 125 newspapers advised, some of
course weeklies on weekends, and two notices were run in eight of
the major newspapers in the province. There were 67 articles
written about it. The weekly papers: the Morinville Free Press, 1
don’t expect many people read, but the province was virtually
blanketed with some notice. So I hope that puts your mind at rest
if you were in any doubt about people being advised of this. My
feelings were getting hurt.

Dr. Sherman: If it’s any consolation, people usually know when
elections are. Despite all the work and effort we put in to
encourage people to vote, only 40 per cent voted. Nevertheless, I
thank you and everyone here for taking the time and putting in
your effort.

When 1 first ran for public service, I ran for two reasons. One
was to give back to a province that has given me and my family so
much. I didn’t come with much when I came to Alberta as a
student in 1984, just one box full of clothes. For the opportunities
that were given to me by the people who built this province and by
the education I received, I felt it my moral duty to give back. The
other reason I ran was that as somebody who worked in the front
lines of society in an inner-city emergency room department, I
saw many problems and learned many things and felt it was also
my duty to contribute to the conversation.

It was against the advice of many of my colleagues and family,
who questioned why I would be willing to take a break from a
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fantastic career as a trauma physician and businessman and take
such a big pay cut. They couldn’t understand. You know, friends
would say: hey, why are you going to earn $79,000 a year?

After having been elected, I have to say that it’s the best, the
toughest, the hardest working job, and the most fulfilling. In fact,
it’s not a job; it’s a labour of love. That’s what it is. I’ve been
honoured and humbled to have had the opportunity to face the
challenges and opportunities to improve and elevate the level of
conversation and debate.

The challenges that 1 had were when we first got elected. The
Premier and cabinet voted themselves a 34 per cent pay raise. [
felt that in an economic downturn as public servants our job is to
be the moral compass, to set an example for society, having had
parents who struggled and worked hard and laboured each and
every day. My father worked in a mill, and my mother cleaned
hotel rooms. I'll tell you: they worked hard. My dad worked
overtime in the mill. My mother worked evenings and weekends
seven days a week.

As a public servant your job is to be a role model for
hardworking people, to give them hope when there isn’t any hope.
They need to know that their leaders understand the pain and
suffering they go through. This should not be a job, and it should
not be the best or highest paying job that you’ve ever had. I
realized the income of MLAs was more than I was led to believe it
was. It was $79,000, and then I came to realize that there was this
tax-free allowance. My feeling is that there should be no tax-free
allowance. We should get our income, a T4 like any Albertan, and
pay tax on our full income.

Justice Major: I’ve asked others about this, and I’'m interested in
your view. There has been the expression by a number of people
that the tax-free allowance should be discontinued. The
consequence of doing that is that to keep the MLAs at the same
pay, you would have to increase their pay sufficiently so that they
could pay the income tax.

There is a specific exemption in the Income Tax Act, that you
are probably aware of, section 81, that permits MLAs a tax-
exempt status. It’s a subsidy, if you like, from the federal
government that permits no tax on the $25,000, or 50 per cent of
your income. In order to eliminate that and to keep the MLAs
whole, you would have to increase their pay by a sufficient
amount so that they could pay. Suppose it’s $100,000. You would
have to increase it to $125,000 so they could pay income tax on
what the federal government at the moment has said we don’t
collect tax on. It would be the province of Alberta that would pay
somewhere around a million dollars collectively by the members
if you took away the tax-free allowance. On an economic basis it’s
difficult to see why the province, given the scrimmages we’ve had
with Ottawa, would want to send them a million dollars.

The other side of the coin as presented by others is that it’s
worth that amount to demonstrate transparency to the citizens that
they don’t get from seeing an expense-free allowance. The net
gainers of eliminating it would be the federal government. Now,
some people say it’s worth it. Other provinces have done it, and
they’ve said: “We prefer to look pure, to be upfront, to be
transparent. We’re prepared to forgo that subsidy.” Do you have
any thoughts about that?

8:05
Dr. Sherman: You raise points that others have raised. There are
only 87 of us out of a province of 3.7 million. If the average hard-

working Albertan doesn’t get a tax-free allowance, nor should
their elected leaders.
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Justice Major: My point is that all the Albertans, you know, a
modest amount, would pay the federal government to eliminate
the tax-free allowance.

Dr. Sherman: If it was a question of having to raise the salaries to
allow for that, so be it. This is more about being the moral
compass and setting an example.

Justice Major: So your view is, as others have expressed, that
you would eliminate it, pay whatever comes from the tax but
make the amount transparent so that it was clear?

Dr. Sherman: Yes. Absolutely.
Justice Major: Okay.

Dr. Sherman: The other issue is committee pay. Having been in
government, an independent member, and now Leader of the
Opposition, there is a committee pay of $1,000 a month. On the
average most members are on three committees, plus or minus.
Now, the challenge I had was that many of the committees didn’t
meet frequently. In fact, some met once or twice a year. To be
granted $1,000 a month salary for a committee that hadn’t met, I
don’t think is right. If there had to be an adjustment in the pay of
the MLA, that may be a more reasonable approach.

Many of the committees for the government members in the
government that I was a member of met behind closed doors.
These meetings weren’t open to the public. We rarely changed —
in fact, I don’t believe we changed any policy when I was in
government. On the government side they have an opportunity to
vet the process through cabinet, through Agenda and Priorities,
through Treasury Board. These cabinet policy committees were
created, in my mind, as a job creation project for the multitude of
government MLAs. Then the issues would go to caucus, and then
they would go to the floor of the Legislature. I don’t feel it’s right
to have behind-closed-doors committees and have the taxpayer
pay. If those committees are to be held and people are to be paid,
they should be held in the open and in public.

The other issue is the transition allowance. We all make a great
sacrifice from our personal lives and businesses and careers, from
the previous lives that we’ve come from. I do understand that they
got rid of the pension plan, and we are the only province in the
country that doesn’t have a pension plan. Now, with respect to the
transition allowance some of the transition allowances have been
obscene, upwards of a million dollars, $700,000, $800,000. I don’t
believe that’s right. When a person can get a job the day after the
election, they don’t need a transition allowance of $800,000.

Justice Major: Do you think there should be any transition
allowance? We heard evidence that MLAs seeking employment
when they leave frequently have a very difficult time. When they’re
defeated, they sometimes I wouldn’t say go into a depression, but
they go into a lull. We’ve heard evidence that having been an MLA
is not a great recommendation for finding a job in the private sector.
So a case is being made that they need some time to adjust, similar
to people leaving employment in the private sector who are given
what’s commonly called a parachute, something that gives them a
soft landing. Is there any place for that with an MLA?

Dr. Sherman: I do agree with having a transition allowance. It’s the
amount that concerns me. Even myself as a highly trained trauma
physician it’s unlikely after eight or 12 years of public service that I
can go back to the same emergency department.

Justice Major: You would have no difficulty.

Dr. Sherman: I would still have to spend time . . .

Justice Major: No. Excuse me for interrupting, but being
medically trained, you could look to a future. You may have to do
some retraining and get ready, but your prospects would be
reasonable.

Dr. Sherman: Absolutely. For me personally it’s not as big an
issue, but for many others who work in the nongovernmental
sector, it is a big problem finding employment afterwards, as you
mentioned. In fact, it’s even more acute a problem if you’re not a
government member, as you know, even if you run for the Liberal
Party in this province and you’re unelected. I know that many past
Liberal members have had difficulty finding employment for
years, but I do know that if you’re on the government side, there’s
employment almost guaranteed in the form of government
relations work or contracts. It is a challenge for many opposition
members.

I suggest that there should be a maximum cap. I don’t know
what that number should be, but it definitely shouldn’t be a
million dollars or $900,000 or $800,000 or $700,000 or $600,000
or $500,000. There should be a maximum cap, perhaps in the
neighbourhood of $250,000 or perhaps one or two months per
year of service for a maximum of eight years. I don’t think it’s
right to be paid 40, 50, 60, 90 months’ pay, three years’ worth of
transition allowance.

The other issue — I don’t know if it’s under your purview under
MLA compensation — is the pay of the Premier and cabinet. I
don’t believe the Premier and cabinet should be setting their own
pay. It should be set independently.

Justice Major: On that point the difficulty that seems to be
present is who. They speak of a committee, an independent
committee. How is the committee chosen? Let’s assume you have
a government that’s less than open. If they set the committee, if
larceny is in their heart, they can pick the committee that will do
as they ask them to do. How would you suggest that a committee
be formed? Who would be on the committee, or where would it
come from?

Dr. Sherman: I believe the government definitely shouldn’t be
the one setting that committee. That I do know. Elected members
should not be on that committee. Maybe have one voice on the
committee, but definitely government members should not be in
the majority on that committee. Perhaps a committee of community
leaders.

Justice Major: I don’t want to pursue this too long, but would,
say, the mayor of a city be a member of a committee, or do you
want it out of politics completely? Should we go to the chambers
of commerce, for instance? It’s a question I’m interested in. The
committee is fine, but who’s on the committee, and who appoints
the committee?

Dr. Sherman: It should be free of political interference. It needs
to have the trust of the public.

Justice Major: “The public” is too general, doctor. I don’t expect
you to have the answer off the top of your head, but forming a
committee that’s independent of government, which is desirable,
how do you form it? Who do you go to? Who’s on the committee?
You could say, well, the chambers of commerce, but that’s not
always going to be satisfactory.
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Dr. Sherman: I don’t have all the answers to this, but what I do
know is that it should not be the process that we have had. That I
do know.

Justice Major: I gathered that.

Dr. Sherman: Perhaps there are many wiser people, wiser than I,
who can give you that answer.

Justice Major: Well, they haven’t shown up.

Dr. Sherman: MLA pay needs to be simplified so the public and
the MLAs themselves understand what the pay structure is. I don’t
believe there’s a full understanding of what MLAs do and what
they get paid and how they are compensated. These are answers
that we will look to you to provide after you listen to all the
presenters, but I can certainly say that a committee made of
elected members should not be making these decisions. It’s like
the fox guarding the henhouse.

8:15

Justice Major: 1 get the point, but let me move back to
committees. I take it from what has come before you that some
committees are necessary. There is some skepticism expressed
that it’s necessary to have so many committees, particularly
committees that don’t meet. It seems pretty obvious that they’re
not contributing much. But is there a role, in your opinion, for all-
party committees? You said earlier that they should be public, but
there are some things, perhaps, that government can’t discuss in
committee in public but could make a recommendation on. Do
you agree with any of that?

Dr. Sherman: For me personally in public office I believe all
decisions for which we are paid other than caucus positions should
be public decisions. I believe the all-party public committees are a
very good thing. In fact, it’s an opportunity to work in a bipartisan
manner and debate bills that are contentious and get the input in a
committee where we actually show respect for one another and
may change our positions. I do not believe in these cabinet policy
committees for which government members are getting paid, and I
myself was a recipient of that pay. I believe the public deserves to
get better value and more openness and more accountability from
their elected officials.

One of our major issues is to set the moral compass. Yes, public
service is a lot of work, and if you’re a good public servant, it’s 16
hours a day, seven days a week sometimes. Many times you’re
missing your own family’s birthday parties while you’re going to
society’s birthday parties, but it’s a choice that we make. It’s a
conscious choice we make. It’s finding a balance. If the pay is too
low, you only have those who are wealthy and affluent running,
and if it’s too high, it should not be the best job you’ve ever had,
and it should not become a career.

I have a different point of view, being a physician. I’ll tell you, I
took a very big pay cut. I compare myself to my brothers and to
other members of the community in which I was raised, and they
all work just as hard. My father worked way harder than I do as an
MLA, and he didn’t have the perks and benefits that I have. My
older brother works harder than I do. I believe we need to be a
moral compass. At a time when we have economic uncertainty in
the world, we make difficult decisions. We are saying no to hard-
working employees who earn $15 an hour caring for seniors and
no to cleaning staff who clean the hallways of our hospitals and
our schools.

It was very difficult for me as a public servant in the
government for our government to have voted themselves a 34 per

| Appendices

cent pay raise and then have said no to the public. For us it’s about
leadership and setting the moral bar. Moving forward, we do need
to be the moral compass of society. I believe changing how MLAs
are paid must be done in an open, honest, accountable way. It
should be free of any political interference.

We are the best province in the best country in the world. This
world is struggling. It’s looking to be led by leaders willing to
serve the public. There must be no perception that we are serving
ourselves and not the people. We must remove all fingerprints of
self-service. I understand as a leader how difficult it is to recruit
candidates to run. I’ve met many fantastic candidates who are
willing to make the same sacrifice that many others before me
have made.

Justice Major: I think you expressed a standard that we all aspire
to. It’s getting there that’s the problem.

Dr. Sherman: As an emergency doctor I spent my life making
decisions, good decisions. Most of those times, in fact almost all
of those times, those decisions were made in collaboration with a
team. We always together as a team decided what was the right
thing to do. We always pretended that if the shoe was on the other
foot, how should we measure ourselves? That’s how, I believe,
these decisions should be made, not through the eyes of
politicians, who do work very hard, and public servants but
through the eyes of somebody cleaning your hotel room,
somebody working hard in a mill every day, somebody working in
a gas station.

Justice Major: What you say, of course, is true, and you earlier
made mention of the dilemma, that the compensation can’t be so
low that you attract no one, nor can it be so high that you attract
many that are attracted only by the money. What is the balance? I
mean, that’s what we’re all searching for. What’s reasonable
considering what’s expected of an MLA? How do you put a
monetary value on it?

Dr. Sherman: Well, that balance is a decision that you will make
after you’ve listened to all our submissions.

Justice Major: Thanks very much.

Dr. Sherman: As I said, what I do know is that the process that
we have had is not right.

Justice Major: I gathered that. I took that from what you said.

Dr. Sherman: And it’s not the fact that MLAs are paid; it’s how
the decisions are made. That’s what is not right. I support this
process. It must be free of political interference. It must be fully
independent. It must be simplified. A million dollar golden
parachute should not be there. There should be no tax-free
allowances, and behind-the-scenes committee pay should not
exist. In addition, the wages for MLAs on the government side are
typically higher than the MLAs of all the other parties on the
opposition side, and the workload is much more for the MLAs on
the opposition sides.

That’s why 1 felt it was important for me to make this
submission. I thank you for taking on this arduous task.

Justice Major: It’s made easier when people come and testify, so
I’m grateful that you found the time to do that.

Dr. Sherman: Thank you, and I wish you the best in preparing
your final report.
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Justice Major: Time will tell.
Dr. Sherman: Thank you. Have a good night.

Justice Major: Ms MaclIntosh, you’re last but not least, as that
old expression goes.

8:25

Ms Maclntosh: Thank you very much.

Yesterday I sent a one-page summary of our key talking points,
and I just wanted to make sure that you do have a copy of that.
No? Okay. That’s all right.

Justice Major: Sheldon Chumir was a partner of mine.

Ms MaclIntosh: Was he? It’s been a privilege for me to work for
the foundation and learn a little bit about his life, his political role,
his role in law and in human rights and civil liberties.

Justice Major: He had a lot of admirable qualities, but he
couldn’t keep his office clean.

Ms Maclntosh: So I hear.
Justice Major: He never threw away a newspaper.

Ms MaclIntosh: Oh, my gosh.

Heather MacIntosh
Sheldon Chumir Foundation for Ethics in Leadership

Ms Maclntosh: It’s a pleasure to be here, and I am representing
the Sheldon Chumir Foundation for Ethics in Leadership. I wanted
to start by saying that MLAs do play an incredibly important role
in Alberta. How they are compensated, at what level, and using
which processes are significant not only for them but also for the
public service, for taxpayers, and for all Albertans.

I wanted to focus first on principles for setting compensation
levels. We are not recommending a specific compensation level,
but we do think that the principles for setting pay matter. MLAs
must be fairly compensated to reflect the incredibly important role
they do play. Not everyone will agree on what is fair, so the
commission needs to be both courageous and transparent in
explaining and justifying its criteria and decisions. In our view the
commission needs to be responsive to the public’s notion of
fairness, also not easy to determine.

Political service is a privilege, as has been noted, and
compensation should reflect that perspective. At the same time,
similar to what we heard from the past speaker, we feel that salary
should not unduly discourage those in professional categories such
as doctors, lawyers, and engineers, for example, who are generally
higher compensated in the private or public service, from running
for elected office.

Albertans benefit from highly qualified and competent
representatives from diverse backgrounds. Above all, the
commission must demonstrate prudent judgment in public- and
private-sector market comparisons and must be responsive to
public concern, anticipating what levels are likely to be accepted
as legitimate.

From an ethical leadership perspective we think that the process
for setting compensation levels matters greatly in a democracy and
says much about the health of the Legislature.

Moving on to a few specific points, there is a basic conflict of
interest when MLAs set their own pay. The situation is
ameliorated somewhat when an external committee or an external

commissioner such as yourself reviews compensation levels and
makes recommendations, and we congratulate the government on
taking this step. This brings Alberta more in line with other
provinces such as Manitoba, Nova Scotia, Ontario, and B.C.,
which routinely conduct external reviews. We strongly encourage
Alberta to legislate an external review of compensation rates to
avoid the real conflict as well as perception of conflict that exists
when MLAs determine their own pay.

The next point relates to transparency of the package. How easy
is it for Albertans to determine the total amount an MLA makes,
including all salary, allowances, committee pay, and associated
benefits? This is incredibly important. Albertans deserve to know
the full compensation levels of their representatives. Lack of
transparency or even public perception that some costs may be
hidden leads to cynicism and damages democracy in the long run,
which I’m sure you’ve heard previously.

I want to consider specifically the member indemnity and
expense allowance comparisons provided in exhibit 5 on the
website. I had some concerns about them. Alberta representatives
appear to be among the worst compensated in Canada. Is this an
accurate picture? How are committee rates calculated elsewhere?
Are they included in the compensation in other provinces or not?
In Alberta committee compensation can add as much as $40,000,
$50,000, or sometimes more than $60,000 to MLA pay. Citizens
are supposed to hold their elected officials to account — it’s part of
our role in the democratic process — and Albertans need full,
complete, and easily accessible information to fulfill this
responsibility. Here we’re strongly encouraging the commissioner
to put forward full and complete compensation figures, easily
understood and accessible, and that will set a better standard for
transparency in the province.

My next point relates to separating the party and the
government. While it’s essential to compare Alberta to other
provinces and territories as well as to the federal government, we
also need to consider our specific context here. After 40 years of
rule by the same political party lines between the party and the
government can become blurred. An example of this in Alberta is
the one-party committee pays, the government committees. In
other provinces and, in fact, other parliamentary democracies
around the world this is considered setting policy for the party and
is not funded by the taxpayer. We think that this should be clearly
delineated from policy for the government, which traditionally is
set by multiple parties in the Legislative Assembly, and we
strongly recommend that pay for one-party committees be
abolished.

Our third point relates to the transition allowance. The
government of Alberta publishes transition allowance levels for all
members, which is to be applauded as a positive transparency
measure. As we understand it, the transition allowance is intended to
enable an MLA who has lost election, retires, or resigns to find
meaningful employment after they leave office and to make a
transition to whatever comes next. I’d like to respectfully disagree
with some of the other submissions which we’ve noticed on the
website, which contend the transition allowance should be
eliminated. We think that the transition allowance not only
facilitates reintegration but also supports cooling-off periods for
politicians, which are an essential component of conflict-of-interest
prevention.

Then the questions are: is the transition allowance serving those
purposes effectively? Is it fair? Is it generally viewed as legitimate?
The comparatively high transition allowances have been criticized
and should be reviewed by the committee for fairness, in our view.
Is the transition allowance used in practice to bolster pensions? I
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notice that’s something that the Canadian Taxpayers Federation has
asked. If so, then perhaps a pension review is warranted. We believe
that any component of compensation should serve the purpose for
which it is intended. Is the transition allowance of reasonable length,
or is it excessive? That also has been questioned. Should there be a
maximum period? Do we, in fact, need additional transition support
such as retraining or counselling options? These are all questions
that we encourage the commission to explore.

Transition allowance and pay for members of government-only
committees have been contentious issues in MLA compensation.
The public needs grounds for greater confidence in these two
components, we would argue. We encourage the commission to
deal with the transition allowance particularly carefully with a view
to ensuring a reasonable and justifiable rate and that it is used only
to meet the intended purpose.

Thank you so much for the work that you’re doing and the
opportunity to present.

Justice Major: Thank you. On the question of setting MLAs’ pay,
you encourage a regular process but by a third person or party or
committee. What is it that you would suggest? A committee sounds
fine until you try to think of who’s on the committee and who
appoints the committee.

Ms Maclntosh: Right. Different provinces have dealt with that in
different ways. I think it’s useful to take a look at how that’s been
handled elsewhere.
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Justice Major: Do you know any province where a committee
sets the pay?

Ms Maclntosh: I believe that’s the case in B.C.

Justice Major: That was true of Vancouver, but is it true of the
Legislature? Do you know?

Ms Maclntosh: They did a 2007 review, and I noticed that they
had an external committee presenting a paper.

Justice Major: But do you know how the committee was formed?

Ms Maclntosh: No, I don’t. I do know that, for example, with
electoral boundaries legislation we have details in there about how
the committee is formed, and that’s legislated. They want to have
someone who doesn’t have a direct political affiliation. Sometimes
that’s specified. Sometimes we look specifically for a judge or a
legislative officer to head a committee, that sort of thing.

Justice Major: Well, it’s something to puzzle. Thank you.
Is there anything else?

Ms Maclntosh: No. Thank you.

Justice Major: Thank you.
I hate to disappoint you all, but we’re now adjourned.

[The meeting adjourned at 8:35 p.m.]
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