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Eeview of MFs" Expenses

| expect that the complate overhaul in the system of expenses and allowances, which is clearly
50 Necessary, is also gaing to result in a call by soma for an increase in MPs salanes

A3 an crdinary member of the public | might find an increase to be justified — but on one
condition — that the MPs' and ministers’ final salary pensicn schemes are discontinued and
replaced by a defined contribution scheme

There are anly 800, 000* private sector employeeas shll enrolled in open final salary schemes
compared with more than 5 million® in the public sector, and this number continues to dechine as
mara companies close their schemes to new and existing members - BF and Barclaye are

recent examples,

Furthermore the MPs' scheme is based on 1/40™ of final pay™ rather than the 1/60" which is the
norm elsewhere. So our legislaters are well insulated from the effects of their own legislation
which has caused so much difficulty in the private pensions sector.

if the MPs’ pension scheme remains unchanged then any increase in 2alary will place yel more
burdens on public sector pension debt and will do nothing 1o parsuade other public sector
institutions and senior civil servants that ¢change is necessary. A switch to a defined contnbution
scheme would bnng MPs much claser to the real world of 20 many of their constituents who
have to deal with the uncertainties of their own pensions savings and investiments. We might get

better pensions legisiation as a result

| might add that this view is shared, without exception, by all with whom | have been able o
discuss it

Yours sincerely
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* assockation of Consulting Actuanes Repart Now 2007 ** atamnatively 1/60™ for reduced conributions



