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March 19, 2021 

 

 

RE:  S-3522 concerns of adverse impact 

 

 

Honorable Senators of New Jersey, 

 

I write to you on behalf of the New Jersey Public Employees’ Retirement System (NJ PERS) Board of Trustees and the 

800,000 active and retired public employee members they serve. 

 

Senate Bill 3522 is currently an orphan bill in the NJ Senate, but the NJ PERS Board of Trustees has recently been made 

aware that a companion bill will be introduced imminently.  It is for this reason the Board, by unanimous vote (with 1 

abstention) compels me to write this letter of concern. 

Our immediate concern, at least initially, rested on the fact that yet another NJ PERS bill has been introduced without a 

morsel of input from those most in a position to explain the potential adverse impact to the PERS Fund.   While that 

remains a valid concern, our issues with the bill became far more complex after a thorough read of the Bill.  We are 

acutely familiar with the fact that Bills go through Committees and likely, but not always, are modified.  In the instant 

matter, the Bill has so many areas of concern that it would be unlikely that the Bill would be modified enough to render 

it innocuous. 

It is for this reason that I have asked the NJ PERS Board Secretary to forward a request from the Board of Trustees to the 

Actuary to be prepared to speak in depth on the matter during our annual Actuarial Review Public Meeting to be held in 

the middle of April.  This will provide an objective review of potential adverse impacts this bill may have. 

When the Bill to split Police and Fire was passed, their Administrative costs shot through the roof and STILL, much of the 

work is passed through to the Division of Pensions to do, even though the work is often clearly the responsibility of their 

own Board Secretary or staff.  Will the same occur here?  The Bill also sets the stage to privatize the services of the 

Division of Pensions with regard to the Local part.  This would potentially increase the cost exponentially as we saw in all 

past privatization fiascos. 

The aforementioned Senate Bill creates a Local part of the PERS as a separate and autonomous body with a 7-member 

Board that would be APPOINTED instead of elected by the very stakeholders whose money they are to be the fiduciaries.  

The Board would have powers greater than the current PERS Board.  For example, 5 years ago, the NJ PERS Board 

requested a forensic audit of the fees being paid for our investments.  We were told we did not have the authority to 

make such a demand even though we are the fiduciaries.  In essence, we have a responsibility to protect the fund, with 

no authority to complete the task.  We asked for legislation to correct this fatal defect in the law.  This new bill gives that 

authority to the Local and County side of PERS but not the State side.   

An additional concern is that of increased costs to BOTH sides …Local and State.  Many of our investments that have 

driven the enormous bounce back netting a $6+ Billion gain in the last half of calendar year 2020 were done with 

reduced management fees due simply to the sheer size of the investments.  In short, smaller buy-ins result in higher 

fees.  There is a clear advantage to larger buys.  Splitting Police and Fire already diminished some of the available 
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funding by which we can negotiate discounted fees.  Sheering off the Local part will create an even smaller investment 

pool …one for the state and one for the Local, with neither being able to capture discounts. 

These are just a few of the problems we see on the surface.  We are sure our Actuaries will be able to shed light and 

would request that no action be taken in either House of the NJ Legislature until such time as the Actuary has an 

opportunity to review and report on the potential impacts.  Just as you would not enter a vehicle without a clear 

destination, we believe the Legislature owes due diligence to the 800,000 NJ Pension members as employees and 

taxpayers in the State as well as to all New Jersey taxpayers. 

Let’s not forget that it was prior Legislation occurring over more than two (2) decades that created and annually 

compounded the unfunded liability even while reducing benefits by nearly 40% overall and doubling employee 

contributions.  Had the Legislators relied more on the Actuarial warnings at the time rather than political interests, the 

State’s more than $6 Billion pension payment this year would have been a mere $750 million (less than 2% of the 

proposed budget for FY22).  This is NOT a partisan issue.  It is not a BI-PARTISAN issue.  It is a NON-PARTISAN issue that 

needs to be addressed in a manner consistent with objective analysis absent political ideology and positioning. 

I look forward to being able to address any questions you may have.  I would invite you all to listen in or assign an aide 

to listen in when we have our Annual Public Meeting with our Actuary in April where we intend to have objective and 

non-partisan discussions around the health status of the fund and the potential impacts of the Senate Bill. 

Thank you. 

I remain, 

 

        Respectfully Yours, 

 

 

        Tom Bruno 

 


