PROPOSALS FOR FUNDAMENTAL REFORM OF THE PARLIAMENTARY ALLOWANCES SYSTEM

All parties are now agreed on the urgent need to restore public confidence in the system for determining MPs’ remuneration – comprising pay, pensions and allowances – and the way this system operates in practice. To command public support and trust, and remove the potential for conflicts of interest, any new system needs to meet some basic tests – it must be fully transparent; it must be operated independently of the MPs who benefit from it; and it must cost less than the current system and it must be rigorous in its rules and administration.
Transparency

A lack of transparency and loosely defined and applied rules have served Parliament poorly. MPs are publishing details of their past expenses and receipts. Action is also being taken to ensure that MPs repay any unwarranted or inappropriate expenditure; and to discipline MPs in cases of unacceptable behaviour. 

The Committee on Standards in Public Life will come forward with long term reforms to the current allowances system and all parties agree that these should be implemented as a whole, provided these reforms meet the test of increased transparency and accountability and reduced cost for the taxpayer.

As an interim, on top of the reforms already agreed, the Committee on Members’ Allowances has agreed that there will be independent scrutiny and sanction of all receipts submitted in the last 4 years, immediate strict limits on allowances and addressing of the issues of tax liability and consistency in nomination of second homes.

This greatly enhanced transparency must be central to both the actions of the past and any system of the future. The knowledge that all future claims will be subject to public scrutiny and debate provides the best possible protection against inappropriate and extravagant expense claims in the future.

Independence

But transparency is not enough to restore public confidence. It remains the case that Parliament largely regulate themselves on the matters of remuneration and allowances, standards of financial conduct and sanctions albeit that the House of Commons recently agreed to put decisions on MPs’ pay into the hands of the independent SSRB.

The time has come to consult on moving from self-regulation to independent regulation – with Parliament agreeing to cede specific delegated authorities to a new, independent Parliamentary Standards Regulator. The Government is therefore proposing to consult widely on such a proposal,
Such a body would act independently of MPs or political parties to entrench high standards of propriety, rigour and financial conduct; oversee and administer the new allowance system put in place following the Committee on Standards in Public Life; investigate abuses and impose financial sanctions as necessary. Its overarching purpose would be to assure the public that Members of Parliament were operating in line with the highest standards of behaviour in the wider public and private sectors and avoiding the potential conflicts of interest that could arise through a traditional approach of self-regulation. 

This proposal in itself would be necessary but not sufficient to restore trust in politics. 

Any move to such a system would need to be a decision made by Parliament itself which remains sovereign but chooses to cede specific delegated powers.

A Regulatory body could be given a specific delegated remit to be responsible for:

· Revising and updating the Codes of Conduct for Members in relation to financial matters.
· Investigating complaints where a Member is alleged to have breached the Code of Conduct.

· After the Committee of Standards in Public Life has reported and the system has been reformed, it will be this body’s future role to revise system of Member’s allowances and set the rules which determine what and how much they can claim;

· Taking over the role of the ‘Fees office’ in authorising Member’s claims for payment under the allowances system, ensuring that claims which fall outside the rules are not paid. 

· Maintaining the Registers of Members’ Financial Interests, and other related Registers including disclosure of second incomes.

· The new body will have the authority to apply sanctions, to disallow claims and take money back from a Member who is found to have broken the rules. Sanctions which involve preventing a Member from performing their work would remain as present, so a suspension from the House will remain a matter for the House. The remainder of disciplinary procedures, such as discipline in the Chamber will remain as now. If the body suspects any breach in the criminal law they will refer this to the police. 

· The new body and its actions should be subject to independent, external audit, potentially by the NAO.

· Transparency – the body will want to be transparent in all of its procedures, codes and rules – consulting on them and continuing transparency on all payments.
· Pay – MPs pay is set independently by the SSRB. This should continue. The SSRB could consult the regulator in considering its proposals.

· Pensions - the SSRB are reviewing MPs pensions and will report. The new body will have a role in determining the arrangements for MPs’ pensions.

· Separating functions - In constituting this new body care will need to be taken to split the functions of authorising payment from the functions of scrutinising that payment. The two roles are different and the reforms will need to reflect the separation of those powers.

Appointment 

The new body would be appointed by Parliament to work independently of Parliament. Its members could be appointed following fair and open competition for a single, non-renewable term.
It is the intention that a new body replaces existing costs rather than adds to the overall costs of administration. 

Committee of Standards in Public Life - The role of the Committee would remain unchanged. The current inquiry into expenses would continue and be unaffected. The CSPL will recommend reforms to the system of allowances; this consultation considers the governance arrangements for a reformed system. The regulatory body will oversee and audit such a system.
The consultation will want to consider the impact this will have on current functions and Committees of the House. No decisions have been made.
Parliamentary Commissioner for Standards – such a function remains vital and would remain but it could be carried out under the auspices of the new body, reinforcing its independence from Parliament.
Standards and Privileges Committee – the Committee plays a vital and welcome role and receives cross-party support. It should remain with an open discussion about how it relates to the possibility that certain disciplinary functions could be transferred to the new body whilst others remain with the House.
House of Lords –it is clearly appropriate that this new body also takes responsibility for these issues in the Lords, including:
· administering and regulating the system for Peer’ allowances;

· Overseeing the Code governing Members’ conduct and the Register of Lords’ Interests, ensuring the highest standard of propriety and financial conduct; and
· Investigating alleged abuses of the system and recommending any necessary sanctions.

We recognise that the principle of self-regulation operates differently in the House of Lords. It is clear that extensive work and consultation will be necessary in order to ensure the agreement of the House to the effective transfer of responsibilities to the new body.

Consultation - These are issues for consultation on which all views will be sought. 
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