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A New Independent Infrastructure Body 

Submission from Aon New Zealand (Aon) 
 
 
This email is in response to the consultation request in respect of A New Independent Infrastructure Body, issued by 
New Zealand Treasury. 
 
We would like to thank you for the invitation to provide our feedback.  
 
Aon submissions: 
 
 Aon supports the establishment of a New Independent Infrastructure Body. 

 
 The economic and social impacts of infrastructure failure can be massive. Our main recommendation is that the 

proposal should also explicitly address risk and mitigation considerations (both financial and physical) and the 
associated insurance/risk transfer implications. These considerations make financial sense, improve resilience 
and are fundamental to strengthen infrastructure strategy, planning, investment, delivery and maintenance. 
Granular risk analysis informs asset management/maintenance plans ensuring damage mitigation/adaptation 
measures are incorporated and capital expenditure is utilised more effectively. {This recommendation is 
expanded below (Risk and mitigation considerations).} 

 
 The proposed functions appear to be predominantly focused on ‘new’ infrastructure however existing structures 

and infrastructure represent most of the investment and exposure and therefore we recommend they need to 
be more explicitly integrated into the new independent infrastructure body scope.  

 
 Long term sustainability and prosperity at a national level is reliant on a cohesive strategy and improved 

partnership between both public and private sectors risk and improved risk understanding (including the use of 
better data / analytics). The problems are complex and no one party can provide a robust total solution. 
Partnerships are going to be key to delivering practical outcomes. There are multiple organisations operating in 

[1]
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this sector and we recommend that the New Independent Infrastructure Body links the thinking between these 
various organisations and government agencies into a cohesive strategy so that optimal solutions can be 
developed and implemented. 
 

Risk and mitigation considerations: 
 
 We note that, unlike vertical structures which are generally insured through the insurance markets, the majority 

of infrastructure, particularly horizontal assets are currently uninsured even though insurance markets may be 
available.  

 
 We observe that the true cost of reinstatement is not really considered or well understood (financial 

replacement values are generally used) and consequently the risk and financial impacts (including 
upstream/downstream effects on communities/industry) are often being underestimated.  

 
 The natural hazards these assets face and interconnectivity/dependency, is increasing the exposure 

(exacerbated by sea level rise and climate change) and consequently the potential for significant financial loss of 
the assets (and associated industry/community that it supports) is also increasing. We recommend that a key 
focus of this new body should be on infrastructure resilience and damage mitigation to help minimise impacts 
and ensure that risk transfer options (through insurance markets) remain available to respond to future 
catastrophic losses. This also needs to be considered in the context of the likelihood of another large earthquake 
(such as the Alpine Fault) occurring in the next 50 years and increasing climate change impacts. 

 
 While financial and physical risk mitigation factors relating to infrastructure are often considered in isolation 

(since the drivers are different) we note that the maximum value can be derived when they are considered 
together.  

 
 To enable better and more consistent decision making around infrastructure risk mitigation and adaptation, we 

recommend more effort should be made to standardise the data, understand the hazards and model the loss 
potentials (using the latest engineering and science available) and then develop practical mitigation strategies. 

 
 We note that a key benefit of providing better data and understanding to the capital markets is that it enables 

them to underwrite more effectively. Not only does this facilitate more insurance capital to be made available, it 
has reduces the cost of this capital.  

 
 Another benefit from the granularity of the analysis that has been developed for the underwriting process is 

that information is also available to the client to inform their risk management and asset management plans so 
that damage mitigation/adaptation measures are incorporated, and capex is utilised more effectively. This has 
several positive outcomes including demonstration of proactive risk management and the reduction of 
frequency losses, which facilitates higher retention levels and, potentially, the reduction of insurance capacity 
requirements. These factors increase the longevity of the risk transfer programmes and enhance the interest of 
markets in underwriting these risks.  

 
 We note that the same process can also be used to inform financial markets since active risk management 

reduces the overall risk to investors. 
 
Insurance commentary: 
 
 The natural hazard exposures alone in New Zealand are particularly high and the values keep increasing as new, 

and often more sophisticated, infrastructure is built. This also needs to be considered in the context of the 
likelihood of another large earthquake (such as the Alpine Fault) occurring in the next 50 years and increasing 
climate change impacts. 
 

 The recent earthquake events across New Zealand have highlighted the loss potential and these have had 
significant impact on the insurance and reinsurance markets. These markets have provided roughly $35bn NZD 
in recovery funds and, to ensure that traditional insurance remains obtainable going forward, we need to 
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demonstrate as a nation that we are managing the risks proactively. Where there are already significant 
constraints on capacity (e.g. the Wellington region), we need to be looking at innovative solutions including 
alternative risk transfer and resilience bonds. Risk transfer in these various forms is available for infrastructure 
however this is a finite resource and it should be used strategically and where it is most cost effective.  

 
 Long term sustainability and prosperity at a national level is reliant on a cohesive strategy and improved 

partnership between both public and private sectors risk and improved risk understanding (including the use of 
better data / analytics). The problems are complex and no one party can provide a robust total solution. 
Partnerships are going to be key to delivering practical outcomes. There are multiple organisations operating in 
this sector and we recommend that the New Independent Infrastructure Body links the thinking between these 
various organisations and government agencies into a cohesive strategy so that optimal solutions can be 
developed and implemented. 

 
 Aon has been working with infrastructure clients (particularly local authorities) and partner entities 

(Tonkin+Taylor, GNS, Veolia and others) combining current scientific, analytical, financial and technical 
engineering expertise to develop innovative, practical solutions. This capability is regarded as world leading, as is 
our capability in Insurance Linked Securities (Alternative Risk Transfer) and climate change solutions.  

 
About Aon: 
 
Aon New Zealand: Aon is New Zealand’s leading provider of insurance broking, risk management and associated 
services with 65 offices nationwide. Aon has over 150,000 clients across New Zealand. 
servicing approximately 50 out of the top 100 companies and arranges the infrastructure insurance for 64 out of the 
78 local authorities.  
 
 
Aon plc (NYSE: AON) Aon is a leading global professional services firm providing a broad range of risk, retirement and 
health solutions. Our 50,000 colleagues in 120 countries empower results for clients by using proprietary data and 
analytics to deliver insights that reduce volatility and improve performance.  
 
 
 
Yours sincerely  
 
 
Sam Ketley 
 
 
 
 
Sam Ketley | Senior Executive Director | Risk Consulting Manager 
Aon New Zealand | Corporate 
Level 16, AMP Centre, 29 Customs Street West, Auckland, 1140 

| www.aon.co.nz 
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