What ‘s In Steel City Re’s
Solutions

Reputation Risk Framework and Synthetic Measures of
Reputation Value

Forging reputation resilience




Two-thirds of Dr. Nir Kossovsky
public company

directors count
reputation as
their firm's 81
concern

Here's why

REPUTATION,
STOCK PRICE,
AND YOU

Why the Market Rewards Some
Companies and Punishes Others
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Copyright 2012-2019 Steel City Re

Economic benefits of
stakeholders’ expectations

Peril of stakeholders’
disappointment and anger

Disappointment, diminished
trust, causing economic losses

Mitigating both disappointment
and noxious media

Indemnification affirming trust
and reducing economic losses




Essentials of Reputation ERM & Insurance

Mitigation

SUCCESS

FAILURE
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Crisis




Ethics Governance Culture
Quality & Vision
Safety Oversight Leadership
Security Resources

Sustainability Strategy

Innovation Risk Management

Expectations
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Stakeholders

Experience Amplification
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Policy Abstract
Elemen

Insuring Agreement Reputational value loss

Measure of Loss Parametric: algorithmically-generated synthetic measure of reputational value
(Reputational Value Metrics—RVM)

Monetary Value of Loss  Contractual, linked to actuarial behavior of RVM (frequency) and Limits (severity)

Indemnification: Four (4) trigger conditions

Indemnification Trigger: * Magnitude: Loss Gates linked mathematically to the historic volatility of an
Parametric Insured’s RVM.
* Duration: 140 continuous days (20 weeks) of loss

Indemnification * Failure of a scheduled business process (typically, all risk)
Triggers: Other * Disclosure of failure in a scheduled medium

Indemnification Limits  Policy Limits; if multiple events per policy period, most severe event up to the
Policy Limits

Policy Period One year with up to 33 weeks extension
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Cost-Based Pricing — Price of Trigger Model

Frequency of Loss Gate Breach

Five Basic Trigger
Solutions

6.15 million Reputation Value Metrics (RVM%)
Weekly x 18 years
7500 public companies

Frequency
20 30
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e Solution

— Client selects a Trigger Model that
conforms to their risk management and
pricing strategy.
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— Five progressively more remote trigger
solutions featuring lower probabilities of
payment and lower costs.
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Cost-Based Pricing — Cost of Trigger Models

Page 4 of 6 RVM-CRR — Policy Loss Gate 1

X
=)
€
o
(a2
i
=
>
o

— Policy Loss Gate 2 — Policy Loss Gate 3
Policy Loss Gate 4 Policy Loss Gate 5

Triggers can be
deferred for
lower cost

0.000
12/28/17 5/24/18 10/18/18 3/14/19 8/8/19

12/26/19

Average 1yr
historic range

Range Multiple
e Engineering the Solution
— Vary Loss Gate positions
— Vary indemnity at Loss Gate

Proto-GU Units

— Solve for Price >> Cost
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Reputational Value Metrics Model

Expected stakeholder behaviors

e Concept:
responsible for expenses

— Reputational Value Metrics draw data c FUNS s
_— xpected equity investor behaviors
from prediction markets that capture P quity

the expected behaviors of A measure of the alignment of the

stakeholders impacting P&L various stakeholders’ expectations

— Steel City Re does not create the J Prope rties

markets nor influence the decisions of
Unit GU%

Range 0.0000 = X <1.0000

e Fourequally weighted pillars: Median 0.50

* Expected stakeholder behaviors iy Uee Risk Finance and
Transfer

the markets

responsible for revenue
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Synthetic Measures of Reputation Value: Components

Consensus estimates of net income Creditor and Employee behavior Arithmetic quotient
Common shares outstanding Disambiguation function None
Shares repurchased or retired Normalizing function None
Cash and short term investments Normalizing function None
Consensus estimates of sales Customer behavior Arithmetic quotient
Tangible book value Normalizing function None
Operating margin (quarterly average) Supplier and Vendor behavior None

Variance of the exponentially weighted moving average

L . Multi stakeholder behavior Arithmetic quotient
historic equity returns

Exponential weighting factor (A) for the measure of moving

” Normalizing function None
average volatility

Closing stock price Multi stakeholder behavior Log transform of an arithmetic quotient
Gross profit Multi stakeholder behavior None

Net profit margin Multi stakeholder behavior None
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Finance: Leading indicator of value and loss

RISK INSURANCE

Two-thirds of Dr. Nir Kossovsk
public company

c-«‘w_ﬂ(cw! 4 Informative Case Studies
FepURITonds to Help Guide Reputational

their firm's 11

ConRCom Corporate Risk Q
Here's why ’

How risk culture is

R E P U T A TI transforming post-

RMATAA

S T O C K ® THE WALL STREET JOURNAL
A N D Y O W}l‘llz‘tt Loss of Trust

PMD ARG Costs Companies in
Companies and

&Ps5o00 Rebased

31713

BERANKING

Recessions Always Put Banks in the
Path of the Storm — Which Ones Will
Be Positioned to Withstand
Reputational Tornadoes

1027118
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Credibility

Authority

6 milllion data sets
7500 public cos/wk
133,961 sims

39,688 loss events




