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Today’s Presenter

Dr. Nir Kossovsky is CEO of Steel City Re, the leading source of
integrated reputation risk mitigation solutions and insurances. As an
authority on business process risk and reputational value, he has written
hundreds of articles and four books, and is often called upon by the media
for expert analysis of reputational crises. He has been an industry-wide
leader in the development of indexed measures of reputational value and
actuarily sound underwriting methods that deter reputational attacks and
protect companies and their leadership. He holds more than a dozen
patents and has developed an algorithmic reputational value measurement
system currently enabling insurance solutions, third-party investment
strategies, and governance products. He has degrees in business,
philosophy, and medicine, served as a Captain in the U.S. Navy Reserves
and early in his career, was a tenured faculty member at UCLA.
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Learning Objectives & Continuing Education

After viewing this Webinar, participants will be able to:

* Risk Principles: Describe the behavioral economic underpinnings of reputation and its risks.

« Pathway to Perils: Explain how and why regulations, compliance, and the arms race of marketing
promises have left board members personally exposed to the consequences of cultural changes.

» Operational Takeaways: Create reputational value and resilience using the traditional tools of risk
management, risk financing, and risk transfer; and the non-traditional resources comprising other
siloed operations and atypical communications solutions.

» Governance Takeaways: Create a risk governance overlay to protect boards three ways.
* Metrics: List which measures should be tracked to manage reputational risk.

Continuing Education Credits Available:

service of NRC Health, is jointly accredited by the Accreditation Council for Continuing Medical

Education (ACCME), the Accreditation Council for Pharmacy Education (ACPE), and the American

Nurses Credentialing Center (ANCC) to provide continuing education for the healthcare team. This

activity was planned by and for the healthcare team, and learners will receive 1 Interprofessional IPCE CREDIT™
Continuing Education (IPCE) credit for learning and change.

Jointly Accredited Provider: In support of improving patient care, The Governance Institute, a 'A‘
@
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Continuing Education (continued)

The Governance Institute designates this live activity for a maximum of 7 AMA PRA Category 1 Credit(s) ™. Physicians

should claim only the credit commensurate with the extent of their participation in the activity. e

. . . . ) ) . AmericanCollege of
The Governance Institute is authorized to award 71 hour of pre-approved ACHE Qualified Education credit for this v HealthcareExecutives
program toward initial advancement, or recertification, of FACHE. Participants in this program who wish to have the Jor leaders who care®

continuing education hours applied toward ACHE Qualified Education Credit must self-report their participation. To self-
report, participants should log into their MyACHE account and select ACHE Qualified Education Credit.

CPE: The Governance Institute is registered with the National Association of State Boards of Accountancy (NASBA) as a
sponsor of continuing professional education on the National Registry of CPE Sponsors. State boards accountancy have

final authority on the acceptance of individual courses for CPE credit. Complaints regarding registered sponsors may be v
submitted to the National Registry of CPE Sponsors through its Web site: www.nasbaregistry.org. ( :PE
Program level: Overview SPONSORS

No advanced preparation required

Field of Study: Business Management and Organization
Delivery method: Group Internet based

Maximum potential CPE credits: 1.0

Criteria for successful completion: Webinar attendees must remain logged in for the entire duration of the program. They
must complete the evaluation survey and include their name and degree (M.D., D.O., other) at the end of the survey in
order to receive education credit. Evaluation survey link will be sent to all registrants in a follow-up email after airing of the
Webinar.
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Disclosure Policy

As a Jointly Accredited Provider, The Governance Institute’s policy is to ensure balance, independence, objectivity, and scientific rigor in
all of its educational activities. Presentations must give a balanced view of options. General names should be used to contribute to
partiality. If trade name are used, several companies should be used rather than only that of a single company. All faculty, moderators,
panelists, and staff participating in The Governance Institute conferences and Webinars are asked and expected to disclose to the
audience any real or apparent conflict(s) of interest that may have a direct bearing on the subject matter of the continuing education
activity. This pertains to relationships with pharmaceutical companies, biomedical device manufacturers, or other corporations whose
products or services are related to the subject matter of the presentation topic. Significant financial interest or other relationships can
include such thing as grants or research support, employee, consultant, major stockholder, member of the speaker’s bureau, etc. The
intent of this policy is not to prevent a speaker from making a presentation instead, it is The Governance Institute’s intention to openly
identify any potential conflict so that members of the audience may form his or her own judgements about the presentation with the full
disclosure of the facts. It remains for the audience to determine whether the presenters outside interests may reflect a possible bias in
either the exposition or the conclusion presented. In addition, speakers must make a meaningful disclosure to the audience of their
discussions of off-label or investigational uses of drugs or devices.

All faculty, moderators, panelists, staff, and all others with control over the educational content of this Webinar have signed disclosure
forms. The planning committee members have no conflicts of interests or relevant financial relationships to declare relevant to this activity.
The presenter has no financial relationship with The Governance Institute.

This educational activity does not include any content that relates to the products and/or services of a commercial interest that would
create a conflict of interest. There is no commercial support or sponsorship of this conference.

None of the presenters intend to discuss off-label uses of drugs, mechanical devices, biologics, or diagnostics not approved by the FDA
for use in the United States.
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« Economic context
« About Steel City Re
* Reputation risk

* More economics

« Risk management
» Tactical checklist

“Glass, China, and Reputation, are
easily cracked, and never well mended.”
— Benjamin Franklin
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Economics: Market Consolidation
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About Steel City Re

Forging reputation resilience

https://steelcityre.com/category/publications/

Reputation risk management and insurance
solutions since 2007

Overseas advisor to the Lloyd’s of London
syndicate, Tokio Marine Kiln for parametric
insurances since 2014

Pioneered informational and behavioral
economic paradigm of reputation value for
equities, insurances and management since
2002

Speaker: CEO; M.D. (U of Chicago), M.B.A.
(USC); former trustee, Excela Health
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Reputation risk is...

NESTLE AND NESTLE INDIA STOCK PERFORMANCE, JAN. 2015 - MARCH 2016
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Reputation Risk

Key Concepts

« Economic harm
— Go-forward cash flows
« Cause of harm
— Economically irrational
stakeholder decision making
* Insurance mitigates harm
— Compelling story preempts
irrational decision making

The,

%18 Guardian

The Governance Institute | February 26, 2020 10



Polling Question 1

Features of a reputation risk crisis always include:

Emotionally charged stakeholders

Nominal equity value losses

Social and/or mainstream media promotion
A & C only

A B,&C

moow >

The Governance Institute | February 26, 2020



Economic Risk: Cash Flow

+ Asset accounting fiction
— Balance sheet
— Goodwill
« Cash flow impact expectation
— Less revenue going forward
— Greater costs going forward
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Polling Question 2

Reputation risk is best described as an economic risk comprising:

Impaired cash flows

Loss of goodwill

Negative consumer sentiment
A & C only

AB,&C

moow»
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Behavioral and Informational Economics

Framework for developing
reputation risk mitigation
strategies
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Behavioral Economics: Angry, disappointed stakeholders can make

irrational expensive decisions

Cash Flow Losses

Lost revenue [*]
Talent costs [**]
Vendor costs

Credit costs [**]

Authority: Nobel Prize Winners
« 2002. Kahneman

— "for having integrated
insights from psychological
research into economic

Equity costs science, especially
Regulator costs [**] concerning human judgment
NGO costs and decision-making under

uncertainty”

e 2017. Thaler

— "for his contributions to
behavioral economics"
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Informational Economics: Insurance tells a persuasive story

to emotional stakeholders

Authority: Nobel Prize Winners

« 2001. Akerlof, Spence, Stiglitz

— "for their analyses of markets
with asymmetric information”

Reputation Event Loss
Protection

+ Telling stakeholders a story
that protects economic value
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21st Century Reputation Risk

» Culpability
 Trial in the court of public opinion

« Enterprise reputation risk
management

» Pre-emptive storytelling

The Governance Institute | February 26, 2020 17



Polling Question 3

Which of the following are true:

A. Emotionally charged stakeholders may make decisions that adversely
impact their well-being.

B. The expressive power of insurances can create significant personal,
institutional, and societal value.

C. Reputation risks may arise from concerns about personal safety, quality,
ethics, innovation, sustainability, and security.

. A& C only
A B,&C

m O
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Story of Operational and Governance Control

Measures of Reputational Value Synthetic Measures (RVM%)
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Reputation Resilience Solution Elements

« Communicate commitment to protect
reputation; ESG to max shareholder
returns.**

* Implement stakeholder-centric
enterprise-wide reputation risk
management.

« Don’t set expectations beyond that
which the firm and its leadership can
meet.
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Seven Element Checklist

 The board of trustees

comprehends.... « The company deploys

« Aboard committee preemptive, simple, easy to
oversees... understand expressive risk

» Senior leadership sets management strategies
appropriate stakeholder such as warranties and
expectations ... insurances

 Treasury understands the - Key stakeholders
peril is to cash flows ... appreciate and value the

* Enterprise risk company’s enterprise-wide
management continually mitigation and governance
assesses stakeholder efforts.

expectation...
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Polling Question 4

Which of the following is NOT a feature of a reputation risk management
strategy?

A. Gaining an understanding of stakeholders, their expectations, and costs
of disappointment

B. Telling bondholders and credit analysts an easy-to-understand story of
preparedness for cash flow shortfalls in a reputation crisis

C. Having to choose between risk financing in a captive or transferring risk
into the conventional and parametric-driven insurance markets

D. Telling regulators and employees a simple credible story of
reputationally-aware woke and/or compliant governance
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Questions & Discussion
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Contact Us...

STEEL
CITY

RE

Steel City Re
U.S. Steel Tower
Suite 4940
600 Grant Street
Pittsburgh, PA 15219-2703
nkossovsky@steelcityre.com

A SERVICE OF

Nrc

HEALTH

THE
GOVERNANCE
INSTITUTE

,“at

The Governance Institute
1245 Q Street
Lincoln, NE 68508
Toll Free (800) 388-4264
Info@Governancelnstitute.com
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