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Governor Rell: Far-Reaching Labor Agreement
Will Cut Costsfor Taxpayers Now and in Future

Proposal, Approved by Union Leaders, Now Headed to
Rank-and-File Sate Employees for Consideration

Governor M. Jodi Rell today announced that théatére agreement between her
Administration and state employee labor unions raakgnificant changes in employee
benefits that will result in cost savings to tax@@ynow and in years to come. In
addition, union leaders have made tentative agreenos their individual labor contracts
that include wage freezes and furlough days fostalle employees. The combined
changes will save more than $637 million in thetieso budget years, while a furlough
day and the deferral of certain pension paymerisded in the agreement will also
allow the state to achieve some savings in theeatifrscal year. The proposals are now
being considered by rank-and-file union members.

“The agreement we have crafted makes far-reacdmdgncredibly important
changes in issues such as health care and perisean&rnor Rell said. “These changes
will not only help resolve some of the financiabplems we are facing now but will have
far lasting effects in future budget years. Thesetlae kinds of comprehensive, structural
approaches we need to take to reduce state spebditngnow and in the future.

“From the very beginning of these discussions Staege Employee Bargaining
Agent Coalition has worked with my Administrationa spirit of respect,
professionalism and a genuine desire to help redblr enormous financial issues facing
our state,” the Governor said. “To have reacheslghict without extending the
underlying agreement on health care — alreadyfetetdintil 2017 — is a major
accomplishment on behalf of Connecticut residents.”

The agreement freezes wages for state employeesdoyear and requires them
to take at least seven unpaid furlough days — ef@er® the current fiscal year ends on
June 30 and three in each of the next two fiscais/e
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It also creates for a retirement incentive prog(Rif) to encourage those who
are eligible to retire to do so now. Under the RifPetiring employee will get three years
of credit added to the retirement benefit, but wicalso defer payouts for unused leave
until 2012, when it would then be paid in three @ainnstallments. The RIP is intended
to achieve about $205 million in savings.

In addition, all active state employees’ sharbedlth care costs will increase by
$350 a year and co-payments for prescription dwithe increased. Employees will
pay $5 for generic medications, $10 for brand ndmgs and $25 for drugs not on the
formulary, or list of preferred brands.

The prescription plan also requires the use oégenlrugs unless there is a
medical necessity for a non-generic medications thange is applicable to both active
and retired employees.

Another significant element of the agreement ésahktablishment of a “Rule of
75" governing entitlement to health benefits fatstemployees who leave state service
with vested pension rights but do not immediatalgib collecting a pension.

Currently, these individuals qualify for retireedith benefits when they reach
retirement age with at least 10 years of stateserinder the “Rule of 75,” the
combination of a retiree’s age and years of semviast equal or exceed 75 before he or
she can begin receiving health benefits, evenalfified for a pension at an earlier date.

Under another significant change, current emplsyeieh less than 5 years of
service and all future employees will be requireddntribute 3 percent of their earnings
annually to fund retiree health acre during thstfilO years of their employment.

“These two changes — the ‘Rule of 75’ and the bation requirement — will
greatly reduce our long-term health care costssiparcosts and unfunded liabilities,”
Governor Rell said. “Future budgets will feel tieief, and so will taxpayers.”

Under the agreement, the Administration has cotedhiib no layoffs in
Executive Branch agencies through the end of teerfium on June 30, 2011. The
protections apply only to permanent state emplopesl before July 1, 2009, and
would not bar the Governor from restructuring agesor eliminating positions,
provided the affected employees could transferd¢oraparable position elsewhere in
state government. The Judicial Branch has agreedrparable job security protections
for its employees.

The agreement also contains fallback provisiorsase the state’s financial
situation becomes more severe or if savings frarRétirement Incentive Plan are not
achieved. In that case, SEBAC and the Administnatiould take joint measures to
encourage additional voluntary furlough days areddtiate could delay some scheduled
payments and/or reduce its pension contributions.

“This agreement is the result of weeks of workablysides,” Governor Rell said.
“I believe we have reached a deal that is faihneohard-working and dedicated state
employees of Connecticut while reducing the coktaie government borne by the
hard-working taxpayers of Connecticut.”



