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The mandate of the Parliamentary Budget Officer (PBO) is to provide independent analysis to Parliament on
the state of the nation’s finances, the government’s estimates, and trends in the national economy; and
upon request from a committee or parliamentarian, to estimate the financial cost of any proposal for
matters over which Parliament has jurisdiction.

In February 2014, PBO published a report estimating the fiscal impact of paid sick leave in the federal public
service at $871 million in 2011-12. PBO received a follow-up request from Mr. Paul Dewar, Member of
Parliament for Ottawa Centre, to undertake an independent financial analysis of the variance in sick leave
costs among departments.

Summary

Data obtained by the Treasury Board Secretariat (TBS) from individual core public administration (CPA)
departments demonstrate a notable variance among organizations in the use of sick leave. This report
provides a snapshot of the fiscal and budgetary materiality of paid sick leave based on 20 CPA departments.
The analysis suggests that in 2011-12 the incremental cost of paid sick leave was not fiscally material and

did not represent material costs for departments in the CPA.

Data quality and availability limit PBO’s ability to provide Parliament with fiscal analysis of sick leave in the
public service. Data provided to PBO by TBS are highly aggregated, while data obtained from departments
suffer from significant inconsistencies that prevent reconciliation. Parliamentarians should keep these
limitations in mind when drawing conclusions based on analysis derived from these data sets.

Prepared by: Erin K. Barkel

The author wishes to thank Peter Weltman for his helpful comments. Any errors or omissions are the
responsibility of the author. Please contact Peter Weltman (email: peter.weltman@parl.gc.ca) for further

information.
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1 Introduction

The Parliamentary Budget Officer (PBO) may, upon
request from a committee or parliamentarian,
estimate the financial cost of any proposal over
which Parliament has jurisdiction.*

In February 2014, PBO published a report titled Fiscal
Analysis of Sick Leave in the Federal Public Service.” It
estimated that time lost due to illness® amounted to
the equivalent of $871 million in regular wages in
2011-12. This analysis was based on an average of
11.52 sick days per employee.*

However, in the same fiscal year, the average paid
sick leave among 20 of the largest departments in
the core public administration (CPA) ranged from

7.7 days in the Department of Foreign Affairs and
International Trade to 14.6 days in Correctional
Service Canada.® Accordingly, PBO received a request
to undertake additional analysis of the sick leave
data to assess the fiscal materiality of sick leave on
individual departments in the CPA.

PBO found a significant variance in the share of paid
sick leave to CPA departments, ranging from 0.16 per
cent to 2.74 per cent of total departmental
expenditures in 2011-12. In most cases, paid sick
leave is proportional to departmental spending on
regular wages (Figure 1).

Since most departments do not call in replacements
when an employee takes a sick day, there are no
incremental costs. Exceptions to this practice include

'Parliament of Canada Act (2007).

*Available on the PBO website (http://pbo-
dpb.gc.ca/files/get/publications/279?path=%2Ffiles%2Ffiles%2FSick+Lea
ve+EN.pdf).

® Defined as salary dollars expended while employee on leave. This is not
an incremental salary expense.

“Obtained via Information Request IR0126 (http://www.pbo-
dpb.gc.ca/files/files/Response IR0126 TBS Mod Sick Leave Benefits E
N.pdf).

*Refer to Appendix A for a table of sick leave data used in this report.

certain departments with operational functions,
where absences have a direct impact on service level,
health and safety.®

Accordingly, PBO requested data pertaining to three
employee groups where backfilling is routinely
necessary: the Canadian Coast Guard’, Border
Services officers® and Corrections officers®. Of the
two departments that provided a response, neither
reported incremental costs that were material when
compared to departmental budgets, nor to
departmental wage envelopes.

Figure 1 - Share of departmental expenditures,
2011-12
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Source: PBO analysis.

® There are limited circumstances in which employees are replaced when
taking a sick day. For example, Correctional Service Canada must
maintain minimum staffing levels for the protection of the public, staff
and inmates. These standards are contained in the Commissioner’s
Directive 004 — Annex B and may be found on Correctional Service
Canada’s website at: http://www.csc-scc.gc.ca/text/plcy/cdshtm/004-cd-
annexB-eng.shtml.

7 Information Request IR0146 to the Department of Fisheries and Oceans
(DFO) regarding the Canadian Coast Guard (http://www.pbo-
dpb.gc.ca/files/files/Response IR0146 DFO coast guard officers sick |
eave backfilling EN.pdf).

® Information Request IR0147 to Correctional Service Canada regarding
correctional officers (http://www.pbo-

dpb.gc.ca/files/files/Response IR0147 CSC corrections officers sick lea
ve_backfilling EN.pdf).

® Information Request IR0145 to the Canada Border Services Agency
regarding border services officers (http://www.pbo-
dpb.gc.ca/files/files/Response IR0145 CBSA border guards_sick leave

backfilling EN.pdf).
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What is “materiality”?

The handbook of the Canadian Institute of Chartered
Accountants explains materiality as follows:

“Users are interested in information that may affect their
decision making. Materiality is the term used to describe
the significance of financial statement information to
decision-makers. An item of information, or an aggregate
of items, is material if it is probable that its omission or
misstatement would influence or change a decision.
Materiality is a matter of professional judgment in the
particular circumstances." 10

PBO is concerned with two kinds of materiality: fiscal
materiality and operational materiality.

Consistent with the Treasury Board Accounting Standard,
PBO has adopted the definition of fiscal materiality to be
an impact of greater than 0.5 per cent of direct program

expenditures (approximately $500 miIIion).11

PBO considers an impact to be of operational materiality if
the incremental cost exceeds 10 per cent of a
department’s gross authorities (i.e., spending).12

2 Methodology

The annual portion of regular salary paid while an
employee is on sick leave for a given department
may be calculated as a share of employee wages

based on a 261-day work year®, or:

n
days; X wage;

SickSalarypep: = Z
: 261

Where the inputs are:

n: the number of full-time equivalent (FTE)
positions in the department

'%Section 1000.17 of the CICA Handbook (Canadian

Institute of Chartered Accountants, 2010).

" See http://www.tbs-sct.gc.ca/pol/doc-
eng.aspx?id=12175&section=HTML.

2 See http://www.iasplus.com/en/standards/ifrs/ifrs8.

 salary paid for overtime hours worked was not included in this
calculation as sick leave can only be claimed for regular work hours.

days;: the number of paid sick days taken by

“uxn
l

employee

wage;: the annual regular pay earned by

employee “i”

PBO obtained sick leave data from the Treasury
Board Secretariat (TBS) and salary data from the
Receiver General.' The data provided were for 20
departments in the CPA for which TBS published
data.

Since the data were already aggregated, it was not
possible to estimate the cost on an employee-by-
employee basis. Instead, PBO approximated the
annual fiscal impact of sick leave as follows:

days
SickSalarypep: = % X ZwagesDept

Where the inputs are:

dayspep: : the average number of paid sick
leave days taken by employees of the
department

Y. wagespep:: sum of all regular pay for the
department

2.1 Cost of backfilling

Few CPA departments require replacements when an
employee takes a paid sick day; thus, no additional
costs are incurred by the government. Exceptions to

I”

this rule can be found in “operational” departments
where the absence of service-oriented employees
would have negative impact on the public and/or

health and safety.

14Supra note 5.


http://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=12175&section=HTML
http://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=12175&section=HTML
http://www.iasplus.com/en/standards/ifrs/ifrs8

The method of estimating the incremental cost of these departments have staffing level requirements

backfilling is as follows: for operational staff.*®
Replacementpep, Figure 2 - Sick Days by Department
n .
_ days; X (wage; + premium;)
- i 261 H2009-2010 m2010-2011 2011-2012
l
Where the inpUtS are: Canada Border Services Agency 1:2133325
. - C tional Servi f Canad
n: the number of full-time equivalent (FTE) orrectional service o ~anada '
pOSitiOI’lS in the department Agriculture and Agri-Food Canada 8.§'1
- . . . 11.2
days;: the number backfilled sick days taken Citizenship and Immigration Canada 113
“uen
by employee l Fisheries and Oceans Canada 5 1%12.5
. Foreign Affairs and International Trade 692
wage;: the annual regular pay earned by the Canada 2,
HIH H “uen .
employee filling in for employee “i Human Resources and Skills 123
Development Canada 13.8
. . . Aboriginal Affairs and Northern 10.3
premium,;: the overtime or callback Development Canada 03,
premium, if appllcable Industry Canada 1010.4
10.8
3 AnaIYSiS and Results Department of Justice Canada 5 9989
. 11.4
PBO previously estimated that the cost of wages paid National Defence R
while employees were on sick leave amounted to Health Canada 91?1
$871 million in 2011-12." However, the average 1 '
R . R Natural Resources Canada 8.9
number of paid sick days used by public servants 8.8
. . . Public Works and Government Services 11.6
varies significantly by department, suggesting that Canada us .
the significance of the share of wages will also vary . 7.8
Environment Canada 8.; 1
by department. Cos
Transport Canada '1{)035
For the period of interest, Correctional Service Veterans Affaire Canad 124
eterans alrs Canada B
Canada (CSC), Human Resources and Skills 133
. 8.2
Development Canada (HRSDC) and the Canada Public Health Agency of Canada 39
Border Services Agency (CBSA) consistently reported Royal Canadian Mounted Police 13
' o (Civilian Staff) 113
the highest average number of paid sick days per sstcs Comms 1 121
. L. 3 atistics Canada .
employee (Figure 2). It is interesting to note that all 107

Source: Graphical representation of TBS data.

 Notes:
a)  Supra note 2.
b)  2011-12 is the most recent year for which sick leave data are
available. '® PBO sources.



Materiality

Since paid sick leave is not an incremental cost, it cannot
be fiscally or operationally material. However, the costs of
backfilling of employees while on sick leave could be
deemed material if the cost exceeded $500 million
government-wide or 10 per cent of a department’s
budget. PBO did not find evidence that either of these
conditions was met in the years for which data were
available.

3.1 Share of Total Expenditures

The incremental cost of the sick leave program
administered by government departments is not
material. To be an incremental cost, a sick day would
need to be of greater cost than a day present at
work. This is only the case when employees are
replaced when sick, which is explained in the
following section (Section 3.2).

However, PBO undertook some analysis of sick leave
as a share of departmental wages and total
expenditures to identify the extent to which sick
leave, as a share of total expenditures, varies among
departments. The results are summarized in
Appendix E.

Sick leave as a share of the wage bill is directly
related to the average number of sick days taken by
employees of a department. However, as illustrated
in Figure 3, sick leave as a share of departmental
expenditures is proportionate to the percentage of
the departmental budget spent on wages. In other
words, the more a department spends on wages, the
more it spends on sick leave.

In general, the departments that fall above the line
(in Figure 3) have a combination of a higher
occurrence of sick leave and higher expenditure on
wages when compared to those below the line. The
two departments highlighted in Figure 3, CSC

(2.60 per cent) and CBSA (2.74 per cent), may have
higher occurrences of sick leave due to occupational
risks not found in other departments (for example,

officers charged with guarding inmates in prisons as
opposed to policy analysts working in offices).

Figure 3 - Share of total expenditures, 2011-12
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Source: PBO analysis.

Although sick leave makes up a larger share of
expenditures for CSC and CBSA than for other
departments, the costs are not material when
compared to overall departmental expenditures. For
CBSA, the $50 million in sick leave costs represented
only 2.74 per cent of the $1.8 billion spent by the
department in 2011-12 (Figure 4). For percentages,
see Annex E.

Figure 4 - Total expenditures, regular wage
expenditure, sick leave expenditure, CBSA 2011-12
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3.2 Cost of Backfilling

Most public servants are not backfilled, that is
replaced, while on sick leave. However, employee
groups such as Coast Guard crew, Border Services
officers and Corrections officers, require
replacements to ensure that operational, health and
safety standards are met."’

PBO submitted a request to the departments
overseeing each of these employee groups to obtain
the cost of backfilling these groups during short-term
sick leave.'® While Fisheries and Oceans Canada (on
behalf of the Coast Guard) and CSC provided their
own estimates, CBSA indicated that it does not
maintain data related to this cost.

3.2.1 Coast Guard

The Coast Guard’s MariTime system tracks sick leave
for seagoing personnel, but does not enable the
department to track when replacements were used
to backfill these periods.

Consequently, the department provided an estimate
of the salary spent during these periods, assuming
that the cost of replacement would be approximately
equivalent to the cost of sick leave, and noting the
limitations of this assumption (Appendix C). This may
be an overestimate of the cost of backfilling Coast
Guard crew, as not all absences require backfilling.

However, since it does not appear to meet the
threshold of materiality when compared with total

Y This is not intended to be an exhaustive list of operational employee
groups where backfilling is required, but illustrative of the financial
implications of this practice where they do exist.

'8 Information requests and responses are available on the PBO website
(http://www.pbo-dpb.gc.ca/en/INFORMATION+REQUESTS):

. Canada Border Services Agency IR0145

. Department of Fisheries and Oceans (Coast Guard) IR0146

. Correctional Service Canada IR0147.

Coast Guard expenditures, PBO did not undertake an
independent estimate of backfilling crew members.

3.2.2 Correctional Service Canada

CSC used data from its scheduling and deployment
system to estimate the cost of backfilling sick leave.™
The limitation of this estimate is that it is calculated
using the average rates of pay for the Correctional
officer group, which assumes that the use of sick

days is consistent across levels.

PBO cannot validate this estimate. But it is satisfied
that the methodology and assumptions documented
by the department are appropriate given the data
limitations.

Further, PBO did not undertake an independent
estimate, as the department’s estimate is not
material (that is, it is less than 10 per cent or about
$260 million) when compared with departmental
expenditures (Figure 5).

Figure 5 - Comparison of CSC Expenditures and
incremental cost of backfilling Corrections officers

billions of dollars

3.0

2.5

20 4

1.5 A

1.0 -

0.5 -

dollars 0.0 1 2010-11

$2,375,009,000

2011-12
$2,666,854,000

M Total Expenditures

M Regular Wage

Expenditures $935,996,266

$1,238,946,446

Estimated Sick Leave (as

share of regular wages) $65,981,825 $69,305,050
M Estimated incremental
cost of backfilling $6,670,672 $7,218,724

Corrections Officers

Source: PBO analysis of TBS, RG, and CSC data.

¥ see Appendix D.
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4 Considerations for Parliamentarians

Since the cost of sick leave is not an incremental cost,
it cannot be fiscally or operationally material. Thus,
PBO requested data from three departments
expected to incur incremental costs for sick leave
due to operational requirements to backfill staff.

Parliamentarians should take note that data quality
and availability continue to limit PBO’s ability to

provide Parliament with a fulsome analysis of the
fiscal impact of sick leave in the public service.

Data provided to PBO by TBS are highly aggregated,
while data obtained from departments have other
inconsistencies which prevent reconciliation.
Parliamentarians should keep these limitations in
mind when drawing conclusions based on analysis
derived from these data sets.



Appendix A Average Paid Sick Leave Days by Department as Reported by Treasury Board
Secretariat20

Department 2009-2010 2010-2011 2011-2012

Canada Border Services Agency 12.9 13.2 13.5
Correctional Service of Canada 14.6 14 14.6
Agriculture and Agri-Food Canada 9.1 8.6 9

Citizenship and Immigration Canada 11.2 11.3 11.3
Fisheries and Oceans Canada 11.2 11.5 9

Foreign Affairs and International Trade Canada 6.9 7.2 7.7
Human Resources and Skills Development Canada 12.5 13.2 13.8
Aboriginal Affairs and Northern Development Canada 10.3 10.3 114
Industry Canada 10 10.4 10.8
Department of Justice Canada 8.9 9.8 9.9
National Defence 11.4 11.9 11.7
Health Canada 10.1 10 9.8
Natural Resources Canada 8.1 8.9 8.8
Public Works and Government Services Canada 11.6 11.3 11.8
Environment Canada 7.8 8.7 9.1
Transport Canada 9.8 10.3 10.5
Veterans Affairs Canada 12.4 12.4 13.3
Public Health Agency of Canada 8.2 8.8 8.7
Royal Canadian Mounted Police (Civilian Staff) 11.1 11.2 11.2
Statistics Canada 12.1 114 10.7

% Data was retrieved from the Treasury Board Secretariat’s government internet site (http://www.tbs-sct.gc.ca/res/stats/slu-ucm-eng.asp) on January 8,
2014.
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Appendix B CBSA Response to IR0145

LA EE! ASENEE Ok Bl okl
I‘*! Seieide Agsidy Imnlaliens do I:‘,'.Ia'rndn

Frasiintl Provmeiani

Ditsva, Cariniln
LR ERITE ]

tir. Jean-Denis Fréchette

Parlinmendary Buadpet Officer

Eibeary of Parinment ARR 11 1t
Pairligrsent Buildings

Ciipwa, Centario

KlA DAR

Dieas Mr. Frécherte:

Thank you for your comespondence of March 26, 2014, Informatios
Request: IRD 435, which sought “the salary dollnrs for the kst five vears 1o call in
replacements for Border Services Officers wiho called m sick,”

The Cannda Border Serviceas Ap=ncy dnes nnd mistiafala dsia an fhe potie
reiated 10 replacements for Border Services Officer (RS0 when these indi viduals 2re
absent due 1o sick feave . As such, we ore unable to provide a response bo vour request,

Please do not hesitate i contact me if you or your staff have any questions
OF CONCETTS

Yours sincesely,

Ywes Girous | Avting Assiscang Seciedary 10 the Calrnet, Lintson Secretanial for

W acrnecopomic Policy, Prive Croiencil Diffice

[

Canadi



Appendix C Coast Guard Response to IR0146

I* Flshirass and Coeans Piches =l Océars
Carada Canads

Deputy Ministar Sous-minsine

APR 1 10 0

Feriismeriary Bodget Oficer

AFR 11 201

Directewr patlemenizire
du budget

. Jean-Denis Fréchetie
Parliameritary Budpet Oficer
Libiriry af Parlizment
Parliament Building:
Oitlawa, {1

KA fak

Diear M, Fréchesie;

Wour letter dated Maorch B, 2014, reparding Information Reguest IRD148, seeks information an
thee salary doblass for the last fve fiscal years to call in replacements for Coast Guard officers
wha have called in sick

As clanified with your office, your regquest for information applies 1o all seagoing personnel and
is not limited to offtcars. 1o this reyard, the salary dodlars reported in Table | of Anmses A
represent the ioial snlary dollars paid (o scagolng peraonncl while they were an sick lenve.

The Canadian Coast Guord tracks sick leave for seagping personnel using an internal database
known as the MadTime system. ‘Wherens the system is functional for managing the crewing of
OO0 vessels, its reporting capabilities are lrmiuad,

When COG seagning persaand tike sack leave, n delerminatvon is made on whether o backfill
the poeition with replacesnent personnel based on the criticality of the position. In some cases,
the prastion is not backiilled. Unforvusstedy, the Mari Time system is unohlo to motch, on p “one-
to-ome™ basis, the number of instances in which seagoing personned on sick leave wore backdlllad
with relief personnel. A= a resuld, it (s ool possible 10 isolade the slory dollars paid 1o
replacement personael fisr creat members on sick leave,

The Departmsent bus noted the need to masdensize sar humsn resolnos datsbadcs and
imformation systems o inprove their search, filter, and data integration capabilities,

Shauld you or 0 member of your team reguire clarifcation on the sttached submissian, please
feel free to contact Mr. E. Wade Spurrell, Director General, (perations at 613-990-9172,

Youss sincerehy,

Attachment (1) Annex 'A™



ANNEX B4"

[t is impartant ta nete the following limitations within the response;

Coast Guard is unable to quickly identify peciods of sick leave that did nat requive relief
persomnel. A grest deal of historcal ressarch would need o be carmed out 1o acourmtely reflect
the actual sick lerve “replacement” salary costs.

The data in Table 1, under the column labedled “Paid Sick Leave Base Salary Costs" represents
salary dollars associated with any on-duty sick time taken by seagoing personnel.  Using an
azsumption that all sick leave utilized required relief personmed, the values in this colam
subsequently represent the salary costs for sick leave replacements.

TABLE 1
A Paid Slek Leave as a
Fiscal Vear | o1t Base Salary | Faid Sick Leave Base |-y copiuge of Total
Seagoing ¢ ry Los Base Salary
2008 300 © IR 0045 330 s, 9334 3.3%
2005 2014 F129.257. 306 7,633 096 5.9%
20000 201 [ %131.033904 £7.856 552 &.0%
200172012 5133.281,035 58,3635 825 6.3%
2272013 £134,912.332 58,457 042 6.3%
3 Feb 2014 # §135,536,715 | S6,6T9 fdn 4.5%

* Mate thas all 2013 / Feb 2014 fiscal year values will increase once oustanding timesheets for
the fiscal year have been entered into the hari Time System.

10



Appendix D Correctional Services Response to IR0147

I*I Canada cmﬂmmﬂn‘mi
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.l.l’ll'i‘:Ili Towls  Woim rdnees
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JeanrDeenls Frbchetie
Par] st ertary Budget Officer
Library of Parlsmwent
Parliamen Bulldings
Citzwa, Omlsrio

Kila0a9

Drear Mir, Frichetie:

Thenk you fior your letier of Manch 25, 2014, In which vou requesied informstion peraining lo
the salary dollars padd by the Comectional Service of Cansda (CSC) for the last five focal years
tacall inreplatements for comections! afficers (CX) who haw called n sk

With the implersentation of I Scheduling & Deployment Syatem in 2000, C5C 1z able 1o
estimate the costs 1ocall In replacensens for cormectional afficers who leve called in sk as
Tallows for the |ast § YEErS:

i1 Jyp2z 422

X0-1L 546,670,672

X11-12: 57218, 724

1 2-13: £a 404,005

2013-14: $6523,065

Pleze noie that these smounis sre estiiretions beed on the avenpe rstesof pay for the CX
grouwp fot Ue vears in question and hesed onihe spproprise dentilication of call-in replacemens
fior vecaneles renilting of ik leave with pay ussge vithin the Syatem Al the smound for
HE-110 only accowns for & months of data &= the Scheduling & Deploynsent Sysiem wes
tiplensenind mld-yess.

Iirmed that this information responds fo your question

/%} AlCommisioner CSC

[ oh Y vex Giroux, Acting Assisant Secrdary (o the Cabimet, Lzson Secrtmnial for Macrosonomic
Pualiey, Privy Coancil Difce

Canadi
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Appendix E  Summary of Results (2011-12)

Organization

Paid Sick Days

as % of Regular Wage Bill

as % of Total Expenditures

Canada Border Services Agency 135 5.2% 2.7%
Correctional Service 14.6 5.6% 2.6%
Agriculture and Agri-Food 9 3.4% 0.6%
Citizenship and Immigration 113 4.3% 0.9%
Fisheries and Oceans 9 3.4% 1.3%
Foreign Affairs, Trade and Development 7.7 3.0% 0.9%
Human Resources and Skills Development 13.8 5.3% 0.2%
Indian Affairs and Northern Development 114 4.4% 0.2%
Industry 10.8 4.1% 1.1%
Justice 9.9 3.8% 2.3%
National Defence 11.7 4.5% 0.4%
Health 9.8 3.8% 0.7%
Natural Resources 8.8 3.4% 0.4%
Public Works and Government Services 11.8 4.5% 1.5%
Environment 9.1 3.5% 1.8%
Transport 10.5 4.0% 1.3%
Veterans Affairs 13.3 5.1% 0.4%
Public Health Agency of Canada 8.7 3.3% 1.1%
Royal Canadian Mounted Police 11.2 4.3% 0.6%
Statistics Canada 10.7 4.1% 2.5%
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