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Aon Risk Survey - Brand and Image Risk Ranking

Source: Aon’s Total Cost of Insurable Risk and Risk Management Survey 2010/2011
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Top 10 reputation crises in 2010

Date

24 Jun
15 Jan
4 Nov

16 Apr
6 Aug

21 Jan
20 Apr
26 Mar
23 Jan

26 Apr

Company

Apple

Johnson & Johnson

Rolls-Royce
Goldman Sachs
Hewlett-Packard
Toyota

BP

Acino

Foxconn

Allied Irish

Source: Oxford Metrica

Event

iPhone4 antenna

Product recalls

Engine failure

SEC fraud allegations

CEO resignation
Safety recalls
Explosion & oil spill
Product recalls
Suicides

Banking crisis

Oxford
METRICA

Value Reaction ™

-2.4%

-7.7%

-9.0%

-12.6%

-18.5%

-20.2%

-29.0%

-49.3%

-49.5%

-80.0%

[at 30-Dec-10]

-$5,965m
-$13,816 m
-$1,764m
-$12, 637m

-$20,009m
-$31,355m
-$53,500m
-$248m
-$4,097m

-$1,417m
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Other major brand events that you may remember....

Perrier
— Presence of the carcinogen benzene detected in their
bottled water
Ribena (Glaxo Smith Kline)
— Fined for misleading the public over the vitamin C content
of their ready to drink formulation
Snow Brand Milk Products Co.
— More than 14,000 people got sick from old milk sold by
Snow Brand
Coca Cola
— Product recall following health scare
Apple
— iPhone4 antenna
Hewlett-Packard
— CEO resignation
Johnson & Johnson
— Extra strength Tylenol brand capsules containing cyanide
Union Carbide
— 40 tonne toxic gas leak at Bhopal Plant in India
Arnotts
— Extortion threat to poison Arnott's biscuits
Air France
— Concorde crash

Mattel
— Toys recall
Lehman Brothers
— Global crisis; losses and write downs across major financial
institutions
China Milk
— Scandal affecting Cadbury, Heinz and Unilever; milk powder
contaminated with melamine
Toyota
— Marketing of cars that have defects directly affecting the core
functioning & safety of cars
BP
— Explosion of Deepwater Horizon oil rig and subsequent oil spill

Rolls Royce
— Qantas engine explosion: emergency forced landing at Singapore
Airport due to engine blow up in mid air
Qantas
— Qantas engine explosion: emergency forced landing at Singapore
Airport due to engine blow up in mid air

Singapore Airlines
— Crash while taking off during heavy rainstorm
at Taiwan Airport
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What is Brand and Reputation Risk?

Recognition of brand value as identifiable intangible asset on the balance
sheet

1989 - London Stock Exchange endorsement of the concept of brand
valuation

Many companies now recognise acquired brands on their balance sheets as
intangible items

Balance sheet recognition of brands as an investor-relations tool by
providing historic brand values and using brand value as a financial
performance indicator

But is Brand & Reputation a risk?  — perhaps it is an effect following the
occurrence of other risks? Am
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Global Top 10 Brands

o 200 osmandvae s SN, oo
1 1 Coca-Cola 70,452 2 USA
2 2 IBM 64,727 7 USA
3 3 Microsoft 60,895 7 USA
4 7 Google 43,557 36 USA
5 4 GE 42,808 -10 USA
6 6 McDonald’s 33,578 4 USA
7 9 Intel 32,015 4 USA
8 5 Nokia 29,495 -15 Finland
9 10 Disney 28,731 1 USA
10 11 HP 26,867 12 USA

Source: Interbrand website, March 2011 Am



How is a brand valued?

Four key criteria:

1.
2.

4.

Financial forecasting based on publicly available data

Measurement of the brand’s direct contribution (“brand earnings”) to total
company earnings

Brand risk measured against seven attributes (market, stability, leadership,
support, trends, geography and local protection)

Net present value of the projected brand earnings

Source: Interbrand AON



Case Study — The Wikileaks

How many risks can you identify in this case study?

What do you believe is the key risk for Advent Cons

ulting?

AoON
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What risks could you identify?

Political and Regulatory Change

Employee Dishonesty

Soclal Media Risk

Corporate Governance Risk

Absenteeism Risk

AoN
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Social media has revolutionized the ‘heritage’ media

cycle

Social Media Issue

N

\

Coverage both | Social media
online and offline activity
grows | commences

Social media

activity increases Traditional media

covers social
media comments

as it is fuelled by
y traditional media JE=S
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Social Media Intelligence

AoN

16



Agenda

What is Brand and Reputation Risk?

Social Media Risk — a key threat to your brand

Social Media Case Studies

S o B

Mitigating Brand and Reputation Risk in a new media environment
Ensuring you are prepared

Questions

AoON

17



Case Study: QANTAS

Social media does have a material impact on revenue.

“Our investor relations people, with me at the time

Some of the shareholders had picked up from social
Qantas aircraft had crashed in Indonesia.”

-Alan Joyce
CEO QANTAS

, said our share price was collapsing.

media that it was being reported that a

Commencement of social media activity

4

SR7 Recent Examples
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Case Study: Nestle

SR7 Recent Examples

Greenpeace launch social media attack on
Nestle

Thousands of protesters swarmed onto
Facebook and Twitter and shared the video
across the Web.

Some Facebook users replaced their profile

pictures with the "Killer" logo and posted
negative comments about Nestlé on its

Facebook fan page.
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Case Study: Chrysler Group LLC

Chrysler Group LLC have a Twitter account with over 11,000 followers.
This account is managed by an external agency.

Earlier this year, the company faced significant traditional and social media backlash as a result of
Tweet that the account published.

Chrysler Twitter account
The agency was fired and the Chrysler brand greatly embarrassed.
This tweet and ensuing issue was covered broadly. Am
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Case Study: Aflac Inc.

Aflac Inc. severed ties with the long time ‘voice’ of the insurers mascot duck as a result of the
insensitive Tweets by Mr Gilbert Gottfried.

Mr Gilbert tweeted 10 jokes about the earthquake in Japan a day after the tragic incident. He
tweeted from his personal account.

Aflac does 75 per cent of its business in Japan.

“Gilbert’s recent comments about the crisis in Japan were lacking in humour and certainly do not
represent the thoughts and feelings of anyone at Aflac,” Aflac Senior Vice President and Chief
Marketing Officer Michael Zuna

The warp speed and reach of social media, which can instantaneously deliver confidential,
insensitive, or damaging information about a company or staffer to the world - and media.

AoON
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Case Study: London Riots

Social media has been a major component in
the organisation of the London riots.

It has also given police a new means to
identify rioters.

The proactive monitoring of social media by
corporations and the government is an
effective means of pre-empting events.

Social media uploaded
to
Google Maps in real-time
to identify and verify riot

activity

SR7 Recent Examples
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Case Study: Revolutions in the Middle East

SR7 Recent Examples

Both , Governments and
Revolutionaries have attempted to
utilise social media for their own
purposes.

Social media has empowered people to
communicate on a scale never seen
before

AoON
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Social Media — the modern day risk and opportunity

AoN
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Social Media Command Centres
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The Anatomy of an Incident

Anticipate Prepare / Prevent Respond Recover
— T —
2 Crifical
> Planning
B | Point /
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Point
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Source: Aon Crisis Consulting 2010



Value recovery following a reputation crisis
Winners and losers

— Winner portfalio — Loser portfolia
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Source: Oxford Metrica
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Mitigating Brand and Reputation Risk

Pre-Loss (Prepare)

Post-Loss (Respond)
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Engagement Risk

Brand, Image and Reputational Risk

Social Information Crisis Diversity/ Sustainability/
Media Management Management Gender Carbon

Property

Liability

D&O

Business
Interruption

Motor Vehicle

Human
Resource

Key
Emerging
Risks

Other
Business
Risks

Insurable

v

The

“Outside”

The
“Inside”
World

Risks Am
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Conclusion

ENGAGE (!)

In order to deal with all of your risks (including Emerging Risks),
have robust engagement strategies prepared for the outside world
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Questions?
For more information:

Jason Disborough

Chief Commercial Officer
Aon Risk Services Australia
0410 478 132

jason.disborough@aon.com
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