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Thank you for the opportunity to testify today in support of Senate Bill 1173. This bill would provide employees enrolled in the state’s Optional Retirement Plan (ORP) a one-time opportunity to transfer to, and buyback creditable service in, the State Employees Retirement System (SERS) at no cost to the Commonwealth. 
Background on the Optional Retirement Plan (ORP):
The ORP is a retirement program run by the Board of Higher Education and offered only to faculty and administrators employed at Massachusetts state colleges and universities. The ORP operates like a 401 K. Its main benefit is its portability. The state contributes about 5 percent of an employee’s wages to a selected ORP provider; the enrolled member contributes to the ORP account in accordance with the SERS rate established for other full-time state employees (based on year of hire and amount of salary). It is up to the individual, not the state, to manage funds. First offered in 1994, the ORP is as an alternative to the traditional State Employees Retirement System. The federal government accepts both the ORP and the SERS as state-run pension plans, so Social Security earnings from previous or other non-state employment are decreased by income from the SERS and the ORP upon an employee’s retirement, in accordance with the GPO/WEP statutes of Social Security law.
Key concerns of ORP-enrolled faculty:
· No retirement security: Comparable 401K plans in the private sector, both statewide and nationally, act as a cushion to the retirement safety net required under the Social Security system. Since Massachusetts is a non-Social Security state, it provides full-time state employees with a pension plan to ensure some measure of retirement security. However, unlike the traditional state pension plan, the ORP provides no guaranteed retirement income. Estimates from nearly all ORP-enrolled faculty indicate that the limited earnings from these 401K-type accounts to date will leave them impoverished in their old age. Most cannot envision a day when they can ever retire. Many will have little choice but to work as long as possible, many years beyond retirement age.
· False, unbalanced, and incomplete orientation process: The two retirement options (ORP and SERS) were often not presented accurately, comprehensively, or in a balanced manner. Side-by-side comparisons of the two plans were not provided. Colleges arranged seminars for ORP agents to discuss their products, but no seminars focused on the SERS. Presentations had glaring omissions in terms of SERS benefits, and false information was provided. Opportunities related to creditable service buyback options or early retirement incentives were not discussed. Many second-career faculty were incorrectly told that their Social Security earnings would be affected only if they chose the SERS, but not if they selected the ORP. Information on both plans came largely from the ORP providers, agents of Lincoln Life, TIAA-CREF, and VALIC, never from the State Retirement Board.
· Inappropriate persuasion: Human Resources personnel were not retirement plan neutral. Older faculty, second-career hires, and those in same-sex domestic partnerships were told the ORP was the “better plan” for them. On some campuses, an “orientation culture of fear” existed in which new hires were told that they had no guarantee of tenure, could be let go for any reason prior to that time, and therefore should take advantage of the portability feature of the ORP.
· Pressure to choose quickly: The 90 day irrevocable enrollment policy is problematic. New faculty are typically hired at the beginning of a semester and must immediately focus on preparing courses while in the midst of learning many important details about their teaching responsibilities, employee obligations, and campus protocol. It is difficult for employees to make thoughtful decisions under these circumstances. Many faculty were encouraged to sign up for the ORP immediately. (Some states with similar plans have sign-up periods of two years or more; some extend the deadline until the faculty tenure process is completed.)
Because of flawed enrollment procedures and an inadequate retirement plan, many ORP faculty are facing a bleak future. Every employee deserves the right to retirement security – and the right to accurate, balanced, and complete information with regard to their retirement options. It’s a matter of simple fairness. Please support this opportunity for faculty to have an informed choice about their retirement. Support SB 1173.
Thank you.
For further information:
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