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May 20, 2026

Assemblymember Mike Gipson
1021 O Street, Suite 6120
Sacramento, CA 95814-4900

SUBJECT: ASSEMBLY BILL 1054 (GIPSON) — STRONG OPPOSITION
Dear Asm. Gipson,
On behalf of the California Policy Center, I write in strong opposition to Assembly Bill 1054.

The legislature has an obligation to be serious about the kinds of benefits taxpayers will be obligated for
the next several decades, well beyond the time you will be in office. While well-intended, what you are
proposing in AB 1054 to take care of those who protect us is fiscally dangerous.

Deferred Retirement Option Programs (DROP) are, at their core, a form of double-dipping by allowing
retirement-eligible employees to simultaneously collect a pension deposited into a separate account and
continue drawing a full salary for the same work. This practice is out of line with what the private sector
offers and is patently unfair to taxpayers who foot the bill. Rather than incentivizing experienced
employees to transition out of government service at the appropriate time, DROP programs perversely
reward them for staying on while collecting two streams of public compensation and increasing the
government’s unfunded liability.

The deeper fiscal danger of DROP programs lies in how they interact with California's already
chronically underfunded pension systems. Pension costs that appear manageable under optimistic
actuarial assumptions can deteriorate rapidly when market conditions shift. Layering a DROP benefit on
top of an already stressed defined benefit system — as AB 1054 proposes for CalPERS — adds new
actuarial complexity and cost exposure at precisely the moment when the state should be moving in the
opposite direction. The bill's requirement of a cost neutral actuarial analysis before implementation offers
cold comfort given California's well-documented history of pension actuaries producing optimistic
assumptions that consistently understate long-term costs.

The broader lesson from successful pension reformers is that sustainable retirement systems require
moving away from benefit structures that shift unlimited risk onto taxpayers, not by creating new
mechanisms for retirement-eligible employees to maximize their compensation at public expense. AB
1054 moves California's pension policy in precisely the wrong direction, extending a benefit structure that
is a contributor to pension instability rather than a solution to it. California's public pension obligations
are already among the highest liabilities in the nation; this is no time to be adding new flavors of double-
dipping to the menu.

For these reasons, we respectfully but firmly oppose AB 1054
Sincerely,

i

Lance Christensen
Vice President of Education Policy & Government Affairs
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