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Who i1s AEP?

4 One of the Largest InveStened Ultilities

A Largest Generator of Electricity in the United State
A Serves Customers in 11 States

A\ A 23,000 Employees in 400+ Locations

\
l\\‘ » One of the Largest Inland River Transportation Sy:
> In US with over 60 boats in operation.

.4 Headquarters in Columbus, Ohio
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AEP Environment

A Selfinsured for Sick Pay, Long Term Disability &
Wor kerso Compensati on

4 Unionized (UMWA, IEBW, USWA)

\\ » Rich Benefits

' 2 Long Term Employees

2 Aging Workforce

» Employees are Exempt or Highly Paid Skilled Lée
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What is IDM?

A Integrated Disability Management is a holistic
approach and philosophy to how an organization
the processes, tools, and benefits associated wit

occupational and mmtupational programs to
minimize

A Disabilities from occurring

A Cost

A Impact on productivity.



What | s AEPOS

2 Culture Change

2 Managing the disability not the payment stream
2 Focusing on claims management, not risk mana
2 Early intervention, early connection

2 Continuity of care

» Promoting RTW and quality care

» Control Costs

» Employee Advocate
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Why Implement
Integrated Disability?
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Why Implement Integrated Disability

A Costs Containment
s Direct

s Indirect

A Increased Service
A Increased Efficiencies
A Increased Morale
A
A

ncreases Communication
» Benefits Already Offered
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What o0s | n |t For

A Reduced Cost of Services
A RTW and Productivity Improvement
A Improved Management offNoductive Time

\ A Increased Employee Morale and Job Satisfactiol
A\ Through a System Designed to Value an
Empl oyeeds Contri buti c
Success

2 Sentinel Effect that an Employee is Needed and
Missed
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What os | n |t For

A Help iIn Managing the Workforce and
TimeOff Costs

A Increasing Productivity and Decrease
Costs

2 Information to Help Manage-5aort
Disability and Absence Control

2 Additional Expertise
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What os I n |t For

A Support from Internal Sources with Advocate

4 Medical Advice, Guidance and a Source of
Information

A Quick Response with Appropriate Treatment

| A Recovery Plan Options that Enhance Ability to
\\ RTW

RTW Plans Based on Realistic Goals /
Expectations with Supervisory Support

2 Joint Participation in Decision Making
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What Does AEP IDM Program
Look Like?

Al tdos a changing and e
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Recovery Center Vision Statement ‘

A Recovery Center Mission:

A Recovery Center Vision:
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% Recovery Center Purpose:

fManage Absence Recowery

NMaintain Excellence and Nation:
Leadership in Integrated Disabili
Management

nProvide a Custom&iocused,
Flexible Human Resource Team
Dedicated to Providing High

Quality, Timely and Consistent
Service While Striving For
Continuous Improvement
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AEPOs I ntegrated Di

» Absence Management 4 Compliance Management
»+ Employee Advocacy 4 Development of Policy/
\\ A Consulting Services Legislation
\ \ : ; '
\\ . Subject Matter Resources * Managing Department

Relationships

|\ A Cost Contalnment/Llablllty
\\ Vendor Management

Management
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What Has AEP Done Right!

A Total Integration
A Absence Management

A Use of Technology to Improv
Efficiencies

A Third Party Administrators (TPA)
Oversight

A Consulting
A Measurements/Benchmarks
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Measure and Benchmark

A Costs as a Percentage of Payroll

A Historical

A Business Unit Comparisons
4 Productive Employees (FTE)
\ A» Employee Satisfaction
A Business Unit Satisfaction
A EXxpenses as a Percentage of Claim Costs
4 Claim Specialist Matrix
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Management Reports
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Recovery Center Utilization

AThe Recovery Center managed absences for 3,00€
employees consisting of 3,733 individually reported
claims

\ A Processed 844 employee workers compensation
claims

A Contacted over 1,084 supervisors, of whom 69
supervisors had 10 employee absences or more

More than 20% of AEPG6s tot al P O |
Recovery Center on a yearly basis




WO r k e r S 6Workersé Comp cog

than the national average and lower than

CO m pe n Sa'“ O n 1997 benchmark year and continue to decli

Wor kersd Compensation Cos
are:

Actual

A 2007 costs are $7.8 million dollars lower
than 1997 costs.
» Costs average $2.7 million dollars per year
— lower since the inception of the Recovery
Cente® a total reduction of $27.3 million
dollars.
Benchmark

A 2007 costs are $8.0 million dollars lower
. than the national average

» Costs are an average of $6.0 million dollars
per year lower than the national average
since the inception of the Recovery Center
resulting in an accumulative total of $60.2
million dollars below the national average.

Selfl nsured Workersd Compensation i s an assumpti C
accidents. Selinsured losses are capped by excess insurance for most states based upon the date of th
accident. The selhsured retention for 2007 was $500,000 per claim and The Jones Act per claim was
$150,000.

The Recovery Centero6s oversight of wori
decrease in associated costs.




Wor ker so Co
Productive Full Time
Employees

Days of Lost Time Indemnity Payments

60000.00 Wor ker so Compe

£0000.00 pontinue to decline resulting
in 45 nonproductive full

40000.00 : :
time equivalent employees

30000.00 |2 Days being made available for

20000.00 1 - productive employment since

10000.00 +— - 2001.

0.00 . ! . ; ; ; .
2001 2002 2003 2004 2005 2006 2007
The Recovery Centeroés oversight has | ed

employees i (45 FTES)




Long Term
Disability

Long Term Disability (LTD) costs are above the nati
average but have been steadily decreasing since the |
of the Recovery Center

Long Term Disability costs as a
percentage of payroll are:
A Actual

A

A

A

A

A

2007 costs are $3.7 million dollars lower than
1997 costs.

Costs are an average of $3.2 million dollars per
year lower since the inception of the Recovery
Cente® a total reduction of $32.7 million
dollars.

Benchmark

2007 costs are $1.6 million dollars higher than
the national average.

Costs are an average of $1.0 million dollars
higher than the national average since the
inception of the Recovery Center resulting in an
accumulative total of $10.0 million dollars above
the national average.

The Recovery
Disability costs.

Center 0s

nvol vement




Long Term Disability Employee

Long Term Disability Employee Count

1000 Long Term Disability
800 employee count continues
600 - to decline resulting in 167
400 — ELTPl more full time equivalent
208 B employees since 2001.

2001 2002 2003 2004 2005 2006 2007

The Recovery Centero6s oversight has
i (167 FTEs)




Sick Leave Sick pay costs are

nati

Plan

AEP Sick Pay Costs as a

onal average

percentage of payroll are

A Actu

A

A

A

1999i Eliminated the 3 day wait ($4.1 million dollars)
200171 Eliminated the banks to give 6 months of benefits
($5.3 million dollars)

al

While Plan changes averaged $7.7 million dollars
since the inception of the Recovery Center, costs
have increased an average of $5.6 million dolars

net savings to the company of $2.1 million dollars per
year.

Total net benefit increases have been $69.1 million
dollars while costs have only increased by $45.0
million dollar a net total savings of $24.1 million
dollars since the inception of the Recovery Center.

A Benchmark

2007 costs are $2.0 million dollars higher than the
national average.

Accumulative cost averages since the inception of the
Recovery Center have been $21.9 million dollars
lower than the national average resulting in a yearly
average of $2.2 million dollars below the national
average

mitigated by Integrated Disability

Increased benefits have resulted in higher Sick Pay cost which has been




Sick Hours Used

Sick Hours Used

1,600,000.00

1,400,000.00 —

1,200,000.00 H 7 -
1,000,000.00 H — — — — — — H F
800,000.00 H — H H H H H —
600,000.00 H +—~ —~ H H — H H
40000000 H (H H HHHH H F
200,000.00 H H H H H H H H

000 I I I I I I I
2001 2002 2003 2004 2005 2006 2006 2007

Sick hours
continue to
decline resulting
iIn 61 more full
time equivalent
employees since
2001.

The Recovery Centerds over si
lead to a decrease in associated costs i (61 FTES)




AEP TOtaI Disability costs are lower than the 1997
benchmark and well below the national ave

D|Sab|l|ty COStS while providing additional benefits to our

employees

AEPOGs Tot al Di sabi |
of payroll are:

A Actual

A 2007 costs are $9.5 million dollars lower
than 1997 costs even with a $7.7 million
dollar benefit increase.

» Costs average $5.6 million dollars per year
lower since the inception of the Recovery
Cented a total reduction of $55.8 million
dollars

A Benchmark

A 2007 costs are $11.4 million dollars lower
than the nation average.

a» Costs average $6.1 million dollars per year
lower than the national average since the
inception of the Recovery Center resulting
in an accumulative total of $60.9 million
dollars below the national average

| T

With Recovery Center involvement disability costs continue to decline while
employee benefit costs have increased.




