
 

 
 
1. AOCDS Employee Pensions are calculated by multiplying: 
 Years of Service    x     Highest Final Average Salary   x     Retirement Multiplier 
 
2. Prior to June 28, 2002, the Retirement Multiplier used for AOCDS employees was 

based on the employee’s age at retirement.  If an employee retired at age 50, he/she 
received 2% for every year.  If, however, the employee worked past age 50, he/she 
received an increasing multiplier up to 2.6% for every year.  If the employee worked 
to age 55 or older they could not receive higher than 2.6% for every year.  For this 
reason, this regime is known as “2% at 50” but can also be called “2.6% at 55.”   

 
3. Effective June 28, 2002 the Retirement Multiplier for all active AOCDS employees 

changed to 3%, which employees received if they worked until age 50 or older.  This 
change was applied not only for future years that the employee might work, but also 
to all the previous years of service.  This application of a higher multiplier to previous 
years of service is the “retroactive pension increase.”  The actuary for the Orange 
County Employees Retirement System, Towers-Perrin, determined in December 
2000 that the liability created as a result of applying this 3% rate retroactively was 
approximately $100 million.   

 
4. The Board of Supervisors is considering rescission of ONLY the retroactively applied 

portion of the 3% multiplier.  In other words, all employees will receive 3% for every 
year they worked after June 28, 2002, but not for service rendered prior to that date.  
Instead they will receive the multiplier that was stipulated in their contract during 
those years of service: the 2% at age 50 (a.k.a. 2.6% at age 55).       

 
5. This rescission would not affect any retired AOCDS member who retired prior to 

June 28, 2002.   
 
6. This rescission would not affect the “3% at 50” system itself and would allow AOCDS 

members, retired or active, to receive 3% for every year worked since June 28, 2002 
and going forward. 

 
7. The Board will not request that the Orange County Employee Retirement System 

adjust the pension payment of any retiree until a judge makes a determination as to 
the constitutionality of continuing to pay this retroactively applied benefit.   

 
8. The retroactive application of the 3% multiplier potentially violates three sections of 

the California State Constitution including: the debt limitation provision, the gift of 
public funds provision, and the extra compensation provision.   

 
9. Current retirees on the “3% at 50” benefit receive over $70,000 per year in pension, 

on average.   
 
 
10. As part of the contract re-opener that implemented the “3% at 50” benefit 

retroactively, AOCDS employees agreed to pay 1.78% of their salary for the period 



 

June 2002 through October 2003 to help cover the costs of this liability.  This amount 
would not have covered even one year’s worth of this liability (Orange County pays 
approximately $8 million per year to cover this liability). Currently AOCDS 
employees do not contribute anything to cover the cost of their pensions and 
have not since October 2003. 

 
11. There are 371 retired AOCDS employees who retired after June 28, 2002, the 

effective date for “3% at 50”.  There are 1,563 active AOCDS employees who had 
some service prior to June 28, 2002 that was converted to “3% at 50.”  There are 
284 additional AOCDS members that had no service prior to June 28, 2002.  These 
demographics demonstrate an important point: Orange County has lost more 
AOCDS members through retirement than we have hired since the implementation of 
“3% at 50.”   

 
12. If the AOCDS employees (active and/or retired) are willing to cover this $8 million 

cost out of their own pockets then there will be no need to rescind the benefit.  Based 
on the demographic statistics in the previous point there are a total of 2,218 active 
employees and retired employees who received “3% at 50.”  Therefore, if each one 
of these individuals were to contribute $3,600 per year the $8 million cost per year 
would be covered.  By way of comparison, the County currently contributes over 
$26,000 per year for the average AOCDS employee to cover the costs of providing 
their pension.   

 
13. As part of the contract re-opener that implemented the “3% at 50” benefit 

retroactively, AOCDS employees were granted an across the board 4% salary 
increase.  This agreement expired in October 2003.  As part of the new agreement, 
which was for the period October 2003 through October 2004, AOCDS employees 
did not receive any salary increase.  For the agreement in place during the period 
October 2004 through October 2006, AOCDS employees received salary increases 
totaling 8% (or approximately 4% per year).  No new agreement has been made with 
AOCDS. 

 
For further discussion of the legal arguments on this issue, click here. 
 

http://bos.ocgov.com/second/pdf/Pension_Unconstitutionality.pdf



