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Honorable Art Agnos, Chairman

Members, Joint Legislative
Audit Committee

State Capitol, Room 3151
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Dear Mr. Chairman and Members:

The Office of the Auditor General presents its report concerning
disability programs of three of the State's retirement systems. The
report indicates that the Public Employees' Retirement System (PERS), the
State Teachers' Retirement System (STRS), and the University of
California Retirement System (UCRS) could Tower the costs of their
disability programs by reducing or terminating benefits paid to
unqualified members. Further, if the Legislature and the University of
California changed existing legal requirements to T1imit the industrial
and safety disability benefits of members who earn income, the PERS and
the UCRS could substantially reduce the cost of their disability
programs.

Respectfully submitted,

T Py

THOMAS W. HAYES
Auditor General
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SUMMARY

The Public Employees' Retirement System (PERS), the State
Teachers' Retirement System (STRS), and the University of California
Retirement System (UCRS) could greatly reduce the costs of their
disability programs. If authorized to obtain information from the
Employment Development Department (department) to verify the earnings
reports of their members, the three retirement systems could identify
members whose earned income disqualifies the members from receiving all
or part of their disability benefits. The retirement systems could then
reduce or terminate the disability benefits of those members. In
addition, the STRS could reduce the disability benefits of members who
qualify for federal Social Security benefits. Further, by periodically
reviewing the cases of its disabled members, the PERS could identify
members who are no longer disabled and terminate the benefits of those
members. Finally, if the Legislature and the Regents of the University
of California changed existing legal requirements to 1Timit the industrial
and safety disability benefits of members who earn income, the PERS would
save at least $5.6 million and the UCRS would save $104,000 by the time
members whose cases we analyzed become eligible for retirement.

Overpayment of Disability Benefits

The three retirement systems are overpaying disability benefits
to members who earn income. Eight of the STRS' approximately 2,000
disabled members and 2 of the UCRS' 660 disabled members earn income that
disqualifies them from receiving disability benefits. By terminating the
disability benefits of these 10 members, the two systems would save
approximately $491,000 by the time these members reach retirement age.
In addition, between April 1982 and September 1983, the PERS and the STRS
overpaid $53,000 in disability benefits to a total of 38 members. The
overpayments occurred because the members did not report all of their
earnings to their respective retirement systems. Because the retirement
systems do not have authority under the law to obtain earnings



information from the Employment Development Department, the retirement
systems cannot independently verify the accuracy of the earnings reports
that members submit to the systems. Further, the PERS overpaid an
additional 24 members by $35,800 because of clerical errors.

Further, the STRS may be overpaying disability benefits to
members who qualify for disability benefits from the federal Social
Security Administration. Currently, the STRS reduces the disability
benefits of just 30 of its 2,000 disabled members by an amount equal to
the Social Security benefits that the members report to the STRS. In our
sample of 84 disabled STRS members, 3 members who are receiving STRS
benefits may qualify for Social Security disability benefits. If the 3
members do qualify for these federal benefits, the members would save the
STRS approximately $80,000 by the time they reach age 60 and no longer
qualify for disability benefits from the STRS. Further, we found that
another member notified the STRS that she was receiving Social Security
disability benefits; however, the STRS was not reducing this member's
STRS disability benefits by an appropriate amount. If the STRS did
reduce the disability benefits of this member, the STRS would save
$46,000 by the time the member reaches age 60.

The PERS may be overpaying disability benefits to its members
because it does not have an effective program for reviewing disabled
members' cases to ensure that members still qualify for disability
benefits. Unlike insurance firms and other retirement systems, the PERS
conducts few periodic reviews of its members' cases. Further, the PERS
often fails to review the cases of disabled members that the PERS has
initially determined need periodic reviews. As a result, the PERS has
terminated the disability benefits of only 2 of its 5,800 disabled
members since 1980. In contrast, during 1983, the STRS reviewed about
1,300 of its 2,000 disabled members' cases, and it terminated the
benefits of 18 members. The STRS thus saved $1.53 million. During the
same year, the UCRS reviewed 340 of its 660 cases, and it terminated the
benefits of 20 members. The UCRS thus saved $1.22 million.
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No Earnings Limits for Members Receiving
Industrial or Safety Disability Benefit

The PERS and the UCRS cannot reduce or terminate the industrial
or safety disability benefits of members who earn income. The PERS pays
industrial disability benefits to disabled members who meet specific
criteria; the UCRS pays safety disability benefits to disabled members
who meet specific UCRS requirements. The two retirement systems pay
ordinary disability benefits to all other disabled members. Using
earnings information from the Employment Development Department for April
1982 through September 1983, we found that at Teast 190 PERS members had
earnings and industrial disability benefits that together exceeded the
current salaries for the positions that the members held when they became
disabled. Similarly, three disabled UCRS members had earnings and safety
disability benefits that together exceeded the current salaries for the
positions that the members held when they became disabled.

State law and a University of California Board of Regents
standing order do not permit the PERS and the UCRS to 1limit the
industrial and safety disability benefits of members who earn income.
However, the PERS, the STRS, and the UCRS may 1imit the ordinary
disability benefits of members who earn income. If the Legislature
amended the California Government Code to allow the PERS to 1limit the
industrial disability benefits of disabled members, the PERS would save
$5.6 million for the 190 members whose cases we reviewed. Similarly, if
the Regents of the University of California amended a standing order to
allow the UCRS to Timit the safety disability benefits of members who
earn income, the UCRS would save approximately $104,000 by the time its
three disabled members with high earnings become eligible for retirement
benefits at age 50.



INTRODUCTION

The Public Employees' Retirement System (PERS), the State
Teachers' Retirement System (STRS), and the University of California
Retirement System (UCRS) provide disability benefits to their members.
To receive disability benefits, a member of one of the three systems must
be unable to perform the duties of his or her current job. In addition,
the member must have a physical or mental impairment that the member's

retirement system expects to last for an extended period of time.

In fiscal year 1982-83, the three retirement systems paid
approximately $188.3 million in benefits to disabled members. The PERS
paid $160.2 million in disability benefits to approximately 31,000 former
employees of the State, 35 counties, 377 cities, and 747 other 1local
agencies. The STRS provided $23.9 million 1in disability benefits to
approximately 2,000 former school district employees with credentials,
including teachers, counselors, and principals. Finally, the UCRS paid
$4.2 million in disability benefits to 660 former faculty and staff of

the University of California.

Each of the three retirement systems has different
classifications of disabilities. A disabled member of the PERS receives
either industrial disability benefits or ordinary disability benefits.
Industrial disability benefits are available only to members who work at
occupations specifically listed in Title 2, Division 5, of the California

Government Code. These occupations include state traffic officer,



correctional officer, and state police officer. In addition, the member
must be disabled as a result of his or her employment if the member is to
receive industrial disability benefits. For an industrial disability,
the PERS usually pays a benefit of 50 percent of the member's final
compensation.  Final compensation is the member's highest average annual
salary for any three consecutive years of employment by the State or by a
local agency. PERS members who receive industrial disability benefits
may earn income without having their disability benefits reduced or

terminated.

The PERS pays ordinary disability benefits if the California
Government Code does not 1list the disabled member's occupation as
eligible for industrial disability benefits. The PERS will also pay
ordinary disability benefits to members whose occupations are 1listed as
eligible for industrial disability benefits but whose disability is not a
result of the member's employment. For ordinary disability benefits, the
PERS pays an amount based on the number of years that the member was
employed by the State or by a Tocal agency and on the member's final
compensation. However, the PERS will reduce ordinary disability benefits
if a disabled member under age 50 earns income above the Tlimits
prescribed by Section 21300 of the California Government Code. The PERS
cannot reduce the ordinary disability benefits of members over age 50.
For both ordinary and industrial disability benefits, the PERS provides

cost-of-Tiving increases annually.



The STRS has one category of disability, and the STRS wusually
pays monthly disability benefits equal to 50 percent of the member's
final compensation. Final compensation is the member's highest average
annual salary for any three consecutive years of school employment.
Further, the STRS will pay the member an additional 10 percent of his or
her final compensation for each of the member's eligible children under
age 18, up to a maximum of four children. If the member's child is a
full-time student, the STRS will pay the additional 10 percent until the
child reaches age 22. The STRS will terminate or reduce disability
benefits if the disabled member earns income above limits prescribed in
the California Education Code. The STRS pays disability benefits to the
member until he or she reaches age 60. For disabled members with
children, the STRS pays disability benefits as 1long as the children
qualify for benefits. When the STRS stops paying disability benefits to
the member, the STRS pays the member retirement benefits instead. The
STRS increases its disability benefits to members annually to adjust for

inflation.

A disabled member of the UCRS receives either safety disability
benefits or ordinary disability benefits. The UCRS pays safety
disability benefits to members whom a UCRS regulation classifies as
safety employees, that is, police officers and fire fighters. A safety
member can receive safety disability benefits only if the member's
employment causes the member's disability. For safety disabilities, the
UCRS pays 50 percent of the member's average monthly salary for the 36

consecutive months of university employment in which the member earned



his or her highest income. The UCRS will pay these benefits wuntil the
member dies or is no longer disabled; the UCRS cannot 1imit the safety

disability benefits of members who earn income.

The UCRS pays ordinary disability benefits to all disabled
members whose occupations are not listed in the UCRS regulation as safety
occupations or to safety members whose disabling conditions are not
caused by the members' employment. For ordinary disability benefits, the
UCRS uses the number of years that the university employed the member and
the member's final compensation to determine the amount of the benefits.
The member's final compensation for ordinary disability benefits 1is the
member's monthly salary for full-time university employment before the
member became disabled. The UCRS will pay ordinary disability benefits
until the member reaches retirement age, is no longer disabled, or dies.
However, the UCRS will terminate the ordinary disability benefits of a
member if the member earns income above prescribed limits. The UCRS
periodically increases the members' disability benefits to adjust for

inflation.

SCOPE AND METHODOLOGY

The objective of our review was to identify methods to reduce
the costs of the disability programs at the Public Employees' Retirement
System, the State Teachers' Retirement System, and the University of

California Retirement System. To meet this objective, we reviewed the



state laws, University of California standing orders, and UCRS
regulations that specifically relate to the retirement systems'

operations.

In addition, we interviewed officials at each of the three
retifement systems, at the federal Social Security Administration, and at
three insurance firms. We also interviewed state officials at the
Employment Development Department (department), the Franchise Tax Board,
the Department of Personnel Administration, and the California Highway

Patrol.

We obtained information from the Employment Development
Department on the wages and salaries earned by all disabled members of
the PERS and the UCRS for April 1982 through September 1983. We obtained
wage and salary information from the department on all disabled STRS
members  for  October 1982  through September 1983. The department
maintains quarterly wage and salary information for all California
employees except employees of the federal government. The department
obtains this information directly from employers in the State. We used
the wage and salary information to determine if the earned income of
members disqualifies the members from receiving part or all of their
disability benefits. We Tlimited our review of the earned income of
disabled members to wage and salary information; we did not obtain
information on members' other sources of earned income, such as profits
from self-employment or commissions. We did not verify the accuracy of

the department's earnings reports. However, in certain cases, we used



disabled members' state income tax returns for 1982 and 1983 to
determine  whether the wage and salary information data from the

department was reasonable.

For each of the three vretirement systems, we reviewed the
system's procedures for identifying members who no Tonger qualify for
ordinary disability benefits. We examined the effectiveness of the STRS
and the UCRS in identifying disabled members who earned income above
prescribed 1limits. We also reviewed each system's procedures for

identifying members who are no Tonger disabled.

Further, we reviewed the PERS' and the STRS' procedures for
jdentifying disabled members whom the systems have overpaid. We reviewed
earnings information for PERS and STRS members to determine if members'
earned income exceeded the legal 1limits 1listed in the California
Government Code and in the California Education Code. For this review,
we examined both the earnings reports at the department and the earnings
reports that members submitted to their respective retirement systems.
At the STRS, we also reviewed the procedures that the STRS uses to comply
with the California Education Code. The California Education Code
requires the STRS to reduce the disability benefits of members who

qualify for federal Social Security disability benefits.

We also vreviewed the cases of members who receive industrial
and safety disability benefits from the PERS and the UCRS. We determined

how many of these members are earning income while receiving industrial



or safety disability benefits. We also determined the savings to the
PERS and the UCRS if the Legislature and the Regents of the University of
California changed existing legal requirements to permit the two
retirement systems to 1imit the industrial and safety disability benefits

of members who earn income.



CHAPTER I

THE PERS, THE STRS, AND THE UCRS
ARE OVERPAYING DISABILITY BENEFITS

The Public Employees' Retirement System (PERS), the State
Teachers' Retirement System (STRS), and the University of California
Retirement System (UCRS) could 1lower the costs of their disability
programs by reducing or terminating the disability benefits of members
whose earnings or medical conditions disqualify the members from
receiving all or part of their disability benefits. If state law allowed
the three retirement systems to obtain earnings information from the
Employment Development Department (department), the PERS, the STRS, and
the UCRS could identify members whose earned income exceeds prescribed
1imits. The three retirement systems could then reduce or terminate the
disability benefits of such members. For example, we used earnings
information from the department to identify 10 disabled members of the
STRS and the UCRS whose earned income disqualifies them from receiving
any disability benefits. If the STRS and the UCRS could identify and
then terminate benefits to these 10 members, the STRS and the UCRS would
save approximately $491,000 over the members' working careers. In
addition, the PERS and the STRS are overpaying members whose earned
income exceeds legal limits, and the STRS may be overpaying benefits to
disabled members who are eligible for federal Social Security disability
benefits.  Further, the PERS does not periodically review its members'
cases to identify members who are no Tlonger disabled. If the PERS
identified and then terminated the disability benefits of members who are
no longer disabled, the PERS would save an average of $28,000 per member
by the time each member reaches age 50.

-9-



THE PERS, THE STRS, AND THE UCRS ARE
OVERPAYING MEMBERS WHO EARN INCOME

The PERS, the STRS, and the UCRS are paying disability benefits
to members whose earned income disqualifies the members from receiving
all or part of their benefits. For example, the STRS and the UCRS are
paying disability benefits to 10 members whose earned income disqualifies
them from receiving any benefits; the two systems could terminate
benefits to these members and save $491,000 by the time the members reach
retirement age. In addition, the PERS and the STRS overpaid $53,000 in
disability benefits to 38 members from April 1982 through September 1983.
The three retirement systems did not reduce or terminate benefits to the
48 members because the members did not report all of their earned income
to their respective retirement systems. Further, the PERS overpaid
another 24 members by $35,800 between April 1982 and September 1983.
These overpayments occurred because the PERS' clerical staff did not

adhere to established procedures for processing earnings reports.

Section 21300 of the California Government Code requires the
PERS to reduce the ordinary disability benefits of a member who is under
age 50 when the member's earned income and disability benefits together
exceed the current salary for the position that the member held when the
member became disabled. Earned income includes wages, salaries,

commissions, and profits from self-employment.

Similarly, Section 23910.1 of the California Education Code

requires that the STRS reduce a member's disability benefits so that the

-10-



member's earned income and disability benefits together do not exceed
100 percent of the member's indexed final compensation. The indexed
final compensation is the member's average annual salary for the highest
three years of earnings before the member became disabled, increased
periodically to adjust for inflation. Furthermore, Section 23910 of the
California Education Code requires the STRS to consider a member no
longer disabled and to terminate a member's benefits if the member's
average earned income for a six-month period exceed 66-2/3 percent of the

member's final compensation.

UCRS Regulation 11.02 requires the UCRS to terminate the
ordinary disability benefits of a member when the member has earnings or
profits from self-employment that exceed 70 percent of the member's final
salary increased by a cost-of-living factor. The final salary is the
member's monthly salary for full-time university employment before the
member became disabled. The UCRS periodically increases the member's
disability benefits to adjust for inflation. Under this regulation, the
UCRS considers a member who earns income above the prescribed 1limits to

be capable of working and therefore no Tonger disabled.

Some Disabled Members Are Not
Reporting A1l Earned Income
to Their Retirement Systems

Each of the three retirement systems requires its disabled
members to report their earned income periodically to their respective

retirement systems. By matching the earnings vreports for disabled
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members of the three retirement systems with the earnings records
maintained by the department, we found that 48 members did not report
earned income that would disqualify the members from receiving all or
part of their disability benefits. We used the earnings information that
employers reported to the department for April 1982 through September
1983.

To enforce the earnings limitations specified in the California
Government Code, the PERS requires its approximately 1,700 members under
age 50 who receive ordinary disability benefits to report their earned
income to the PERS annually. According to our match, 33 disabled members
did not report all of their earned income to the PERS. Had these members
reported all of their income, the PERS could have reduced the 33 members'
ordinary disability benefits and thus saved approximately $50,700 between
April 1982 and September 1983. For example, one member's employer
reported to the department that the member had earned about $42,000
during this period; however, the member reported no earnings to the PERS.
If the PERS had known of the member's earned income, the PERS could have
reduced the member's benefits by about $3,700 between April 1982 and
September 1983. For another member who reported just $15,200 to the
PERS, the department's records showed that the member earned income of
more than $36,700. According to the earnings records at the department,
the PERS could have reduced this member's benefits by more than $2,100

during the same period.
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Much 1ike the PERS, the STRS requires its disabled members to
report their earned income annually so that the STRS can enforce the
earnings limitations specified in the California Education Code. By
matching the records of the approximately 2,000 disabled STRS members
against the earnings records of the department, we identified five
members who did not accurately report their earned income for January
1983 through September 1983. Had these five members reported all of
their earned income correctly, the STRS could have reduced the members'
disability benefits by a total of $2,300 during this nine-month period.
For example, the STRS overpaid one of the five members by $1,100 because
the member earned income that exceeded the member's indexed final

compensation; this member reported no earnings to the STRS.

Furthermore, we identified eight members of the STRS who did
not report earned income that would disqualify them from receiving any
disability benefits. If the STRS were to terminate benefits to these
eight members, the STRS would save approximately $297,000. This figure
represents the present value of the eight members' future benefits from
the time that the STRS could have terminated the members' disability
benefits until the time that members become ineligible for disability
benefits and begin receiving retirement benefits. For one member we
jdentified, the STRS would save approximately $99,000 by the time the
member reaches retirement age. Unless the STRS identifies this member as
unqualified to receive disability benefits, the STRS will continue to pay
this member monthly benefits of about $1,300, adjusted annually for
inflation, until 1993.

-13-



About 620 out of the UCRS' 660 disabled members are subject to
the earnings Timitations set forth in UCRS Regulation 11.02. To enforce
this regulation, the UCRS reviews its disabled members' cases every six
months to two years, depending on the severity of the members'
disabilities, to determine if the members still qualify for benefits.
The UCRS requires its disabled members to submit earnings reports before
UCRS staff review the members' cases. Further, the UCRS regulation
requires that disabled members vreport to the UCRS if they begin

employment.

Using the earnings information provided by the department, we
found two disabled members of the UCRS who did not report their earned
income or employment as required by UCRS regulations. For example, one
member submitted a vreport that did not show any earned income or the
anticipation of any earned income; the member also did not report
employment. However, earnings information from the department showed
that the member worked in 1982 and 1983; the member's earned income
disqualifies the member for disability benefits from the UCRS. If the
UCRS were to terminate the benefits of both members we identified, the
UCRS would save approximately $194,000. This figure represents the
present value of the members' future disability benefits from the time
that the UCRS could have terminated their benefits until the two members

reach retirement age.
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The PERS Has Processed
Earnings Reports Improperly

During our analysis of PERS records and the income information
provided by the department, we found that the PERS' clerical staff did
not properly process the earnings reports of 24 members. As a result,
the PERS overpaid these members by $35,800 in benefits. The PERS
requires members receiving ordinary disability benefits to file reports
of their earned income annually. However, 7 of the 24 members did not
file the required earnings reports for 1982. Due to clerical errors, the
PERS did not ensure that the 7 members filed the required reports. Based
on earnings data provided by the department, we calculate that the PERS
overpaid these 7 members by more than $5,500 in ordinary disability

benefits from April 1982 through September 1983.

Clerical staff for the PERS improperly processed the earnings
reports for 17 of the 24 members. As a result, the PERS overpaid the 17
members by approximately $30,300 in ordinary disability benefits. For
example, the PERS overpaid one member by approximately $500 because a
clerk for the PERS did not know how to reduce the member's benefits. In
another case, the clerical staff did not reduce a member's disability
benefits by $1,700 even though the member reported earned income of
$25,000, an amount that exceeded the member's earnings T1imit under the

law.
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The clerical errors occurred because PERS staff did not adhere
to established procedures for processing members' earnings reports. The
PERS 1lists 1its procedures on a two-page document that briefly describes
how staff are to reduce the disability benefits of members. The PERS'
Benefits Division has 10 clerks who are responsible for reducing
disability benefits; 9 of the 10 clerks stated that the two pages of
procedures are inadequate or that the clerks never refer to the
procedures. Although 4 of the 10 clerks stated that they refer to the
document Tisting the procedures to answer simple questions regarding the
eligibility of members for disability benefits, all 10 clerks stated that
they mostly rely on other clerks in the Benefits Division for assistance

in processing earnings reports.

The PERS, the STRS, and the
UCRS Cannot Independently Verify
Earned Income of Disabled Members

As discussed in the previous sections of this report, we were
able to match the retirement systems' records with earnings information
collected by the Employment Development Department. Thus, we could
jdentify disabled members whose income disqualifies them from receiving
all or part of their ordinary disability benefits. However, existing
laws prohibit the three retirement systems from using information
collected by the department to verify independently the earned income of
disabled members. According to the department's Chief of Audit Support
and Information Security, Section 322 of the California Unemployment
Insurance Code prohibits the department from disclosing earnings

information directly to the retirement systems.
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We requested that the Legislative Counsel determine whether the
retirement systems can vrequire disabled members to authorize the
department to release earnings information to the retirement systems. We
also asked the Legislative Counsel if state 1law allows the Auditor
General to disclose to the retirement systems the earnings information
that we obtained during our audit. According to the Legislative Counsel,
the PERS, the STRS, and the UCRS may not obtain earnings information from
the department even 1if the vretirement systems require their disabled
members to sign authorizations to release earnings information. Further,
the Auditor General may not disclose to the retirement systems the

members' names and wage information that we obtained from the department.

Therefore, unless the Legislature amends state law in a manner
that conforms to federal law, the retirement systems cannot independently
verify the earned income reported to the systems by their disabled
members. Because the Auditor General and the department cannot provide
earnings information to the retirement systems, the PERS, the STRS, and
the UCRS will continue to pay disability benefits to members who do not

qualify for all or part of their benefits.
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THE STRS IS OVERPAYING MEMBERS
WHO ARE ELIGIBLE FOR
SOCIAL SECURITY DISABILITY BENEFITS

The STRS could reduce the ordinary disability benefits of
members who qualify for disability benefits from the federal Social
Security Administration. Presently, the STRS reduces the disability
benefits of Jjust 30 of its approximately 2,000 disabled members by the
amounts that these members receive in Social Security disability
benefits. The STRS does not review the cases of its remaining members to
identify other members who may be eligible for Social Security disability
benefits. From a sample of 84 disabled STRS members for whom the STRS
does not reduce benefits, we found 3 members who qualify for Social
Security disability benefits based on their Social Security-insured
employment. We also found one member who reported receiving Social
Security disability benefits to the STRS; however, the STRS had not
reduced this member's disability benefits. If the STRS reduced
disability benefits to these 4 members, the STRS would save approximately
$126,000 by the time the members reach retirement age. The STRS is not
identifying more members as qualified for Social Security disability
benefits because the STRS believes most of its members do not earn wages
or salaries that are insured by the federal Social Security

Administration.
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Disabled Members of the STRS
Are Not Applying for Social
Security Disability Benefits

Section 24102 of the California Education Code states that the
STRS must reduce the ordinary disability benefits of its members by an
amount equal to the benefits paid or payable under other public systems,
such as the federal Social Security Administration. Members of the STRS
qualify for Social Security disability benefits if the members meet the
federal Social Security Administration's requirements for the number of
quarters of employment insured by the federal Social Security
Administration and if the members meet medical requirements for disabling
conditions. The federal Social Security Administration  insures
employment when both the employer and the employee contribute to Social
Security each pay period, or when an individual who is self-employed
contributes to Social Security. Federal Social Security regulations
state that a person under age 65 qualifies for Social Security disability
benefits if the person has at least 40 quarters (10 years) of insured
employment, has 20 quarters (5 years) of insured employment during the 40
quarters (10 years) before the member became disabled, and is unable to
work at any occupation because of a disabling condition. Once an
individual qualifies for the disability benefits, the federal Social
Security Administration pays monthly benefits to the individual based on

the individual's salary or wages before he or she became disabled.
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The STRS reduces the disability benefits of 30 disabled members
who collect Social Security disability benefits. The STRS thus saves
$100,000 annually. However, the STRS is not reviewing the cases of its
approximately 2,000 disabled members to identify any other members who

may qualify for Social Security disability benefits.

To determine how many other STRS members might qualify for
Social Security disability benefits, we obtained the names and Social
Security numbers for 84 of the 224 STRS members who began receiving STRS
disability benefits in 1983. The federal Social Security Administration
reviewed the records of each of the 84 STRS members to determine if any
members had the required number of quarters of employment. The federal
Social Security Administration found that 3 of the 84 members qualify for
Social Security disability benefits based on their employment and that
another member is already receiving Social Security disability benefits.
If the 3 members qualify for these benefits based on their medical
condition as well, the STRS could reduce the members' ordinary disability
benefits and save approximately $80,000 by the time the members reach age
60. One of the 3 members has already applied for Social Security
disability benefits. The other member who is currently receiving Social
Security disability benefits of about $3,500 annually did inform the STRS
about these benefits; the STRS could reduce the disability benefits that
it pays to this member by the amount of the Social Security benefits.

The STRS would thus save $46,000 by the time the member reaches age 60.
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Currently, the STRS does not request the federal Social
Security Administration to determine if disabled STRS members qualify for
Social Security benefits. According to the STRS' management, most STRS
members are not earning wages or salaries that are insured by the federal
Social Security Administration; therefore, the STRS does not routinely
require members to request that the federal Social Security
Administration determine whether disabled members qualify for Social

Security disability benefits.

However, we found that many STRS members do earn income that is
insured by the federal Social Security Administration. Three of the
State's Tlargest school districts pay Social Security-insured wages to
teachers for overtime and summer school employment. In addition, some
STRS members may be eligible for Social Security disability benefits
based on their prior employment. Finally, some STRS members may be
eligible for Social Security benefits based on other employment, such as

their employment after school hours, on weekends, or during the summer.

THE PERS RARELY TERMINATES
DISABILITY BENEFITS TO MEMBERS

Unlike the STRS, the UCRS, and insurance firms, the PERS does
not have an effective review program to identify members who no longer
qualify for ordinary or industrial disability benefits, and it conducts
few reviews of its members' cases. In addition, the PER<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>