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Confidentiality Notice

This report contains information which is confidential to Waikato Group of Councils (Co-Lab)
and Aon New Zealand (Aon). Accordingly, we trust you will understand this report is given to
CO-LAB and its officers and employees in confidence and may not be reproduced in any form

or communicated to any other person, firm or company without the prior approval of Aon.

Privacy Notice

Aon New Zealand (We, Us, Our) is committed to protecting your privacy in accordance with this
Privacy Policy and to collecting and handling your personal information in accordance with all
applicable privacy laws.

We will hold any personal information that you or your agents provide to us in accordance with
the Privacy Act 2020 and any other applicable data privacy laws regulating the collection,
storage, use and disclosure of personal information.

Any such information that we request from you will be used pursuant to the provision of our
services to you.

If you do not provide the information sought by us, it may affect our ability to provide you with
and administer our products and/or services.

If you are providing information to apply for an insurance policy, you are reminded that you have
a duty under insurance law to disclose all relevant information.

Where you are providing us with personal information about individuals other than yourself, you
are obliged to obtain their consent to provide the information to us prior to doing so. You are also
obliged to inform them that their personal information may be disclosed to third parties who are
located outside of New Zealand, and who may not be subject to data protection laws that are
comparable to those in New Zealand. For ease of administration, we recommend that you also
provide them with a copy of this policy or direct them to it on our website.

We may disclose personal information to insurers, loss adjustors, reinsurers, and other third
parties as appropriate but only if necessary to provide the services to you, or for a purpose
directly related to the provision of the services to you (such as service providers who provide us
with additional support in connection with the provision of our services to you), or if required by
law. This may include the Financial Markets Authority.

Some of the third parties that we may need to disclose personal information to (such as
reinsurers) may be located overseas in jurisdictions that may not have comparable protections to
those under the Privacy Act 2020.

Your personal information is held by Aon New Zealand which is located at Level 21 Aon Centre,
29 Customs Street West, Auckland.

You can request access at any time to personal information we hold about you. You may ask us
at any time to correct this information where you believe it is incorrect or out of date. If your
request is urgent, explain the reasons for the urgency in your request.
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You may be charged the reasonable expenses incurred in giving you any information you have
requested (such as searching and photocopying costs).

You can make a complaint about the privacy of your personal information by contacting:
The Privacy Officer

Aon New Zealand

PO Box 1184

Auckland 1140

Or by sending an email to: nzfeedback@aon.co.nz

When you deal with us, for insurance or otherwise you consent to using, disclosing and handling
your personal information in accordance with this Privacy Policy

Aon New Zealand General Privacy Statement

As part of the Aon group of companies, Aon New Zealand subscribes to handling personal data
in accordance with both the Aon New Zealand Privacy Statement and the Aon New Zealand
Privacy Policy.

The terms of the Aon New Zealand Privacy Statement will apply to the extent of any
inconsistency between the policies, to the extent permitted by law. In particular, the Aon New
Zealand Privacy Statement outlines how the Aon group of companies handles any personal data,
including any which is subject to the General Data Protection Regulation.

If you require any further information, please contact your local office.

Complaints Dispute Resolution

If you have a complaint about us or are not satisfied with the services you have received from us,
we want to hear about it so that we can investigate your concerns quickly and fairly. Please
contact your Aon service provider or their manager by telephone, email or in writing. You will find
the address and phone number of your local office on our website.

You can also access our service issues and complaints policy on our website. Alternatively, you
can contact our complaints team on +64 9 362 9000 or you can email details of your complaint
to us in writing at nzfeedback(@aon.com.

In respect of the Risk Services, if your complaint remains unresolved, or if you are dissatisfied
with our response to your complaint, you may refer the matter to Financial Services Complaints
Limited (FSCL) (subject to their terms of reference) by emailing complaints@fscl.org.nz or calling
0800 347 257.

There is no cost to you to ask FSCL to independently review your complaint however you must

contact FSCL within 3 months from the date of our final response (or within 9 months in
exceptional circumstances).

If you do not contact FSCL within this time, they will be unable to assist you. Full details on the
FSCL Scheme can be obtained on their website www.fscl.org.nz.

If you have a concern about a service that Aon have provided, you should contact your Aon
representative or your local Aon office.
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Overview

This paper is designed to give an overview of the benefits available to member Councils from
shared insurance programme purchases. Whilst there are direct cost benefits, there are also
several other benefits.

Aon, as Risk Advisor and Insurance Broker to over 70 New Zealand Councils, acknowledge the

need for Councils to recognise the change in how risk is recognised within their organisations.

The past few years in the insurance market have seen continually hardening terms and
conditions, with the cost to insure increasing, and availability of capacity reducing, the change

in how insurance is purchased has shifted.

However, in late 2024 we saw the market starting to soften, and in 2025 we have seen a
significant change in market conditions, whereby capacity and competitive edge from local and
global markets has increased, even for some previously difficult to insure risks, where markets

are wishing to diversify their portfolios.

Cost-effective risk retention and transfer within a robust governance framework are critical in the

public sector, and we recognise this.

We understand the pressures in a highly regulated and complex environment, and the increasing
demand for government services is offset by decreasing budgets and strained resource.

The following policies represent the largest portion of the Councils' insurance programme

premium spend. The benefits of collective purchasing are most evident in these areas:

e Infrastructure Cover

e Material Damage and Business Interruption
e Commercial Motor

e Liability

For each of these policies, we will illustrate how a collective approach has influenced marketing

and procurement outcomes.



General Market Condition

Over the past seven years, the insurance market has experienced a 'hard' cycle. Contributing

factors include:

e Economic downturn following Covid-19

e Restrictions on available market capacity

e Increased frequency and severity of natural catastrophes

e Social inflation (rising insurance costs, increased litigation, more plaintiff-friendly
decisions, and larger compensatory awards)

e Historically low or lower interest yields

During a hard market cycle, the collective approach allows Aon to minimise the impacts of this
market and continue to secure capacity in global markets. Conversely, during the current soft

market cycle the collective Co-Lab approach allows Aon to maximise the savings for Councils.

As we have now entered a “soft” market cycle the previous comments around collective
purchasing equally apply. The ability to go to the market with a collective placement with greater
declared values and spread of risk helps attract new markets to the placements, which further

increases the competitive tension in a “soft” market

AON
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Advantages of Utilising a LASS Arrangement

There are several benefits to be had by utilising a collective approach as a marketing tool and

the shared procurement arrangement.

e Benefits from Economies of Scale
e Access to additional markets both domestically and offshore
o Greater ability to negotiate specialist covers / policy enhancements

e Mitigation of claims impacts on pricing

The following will highlight how these advantages have been used.

e Infrastructure Insurance

(Economies of Scale and Access to Offshore Markets)

One of the largest policies purchased by Co-Lab Councils is the infrastructure large scale natural
disaster programme. Historically, this type of insurance has not been available to councils.

Infrastructure risk transfer was not available to individual Councils on a stand-alone basis.

By approaching the markets as a LASS, we were able to gain traction in the markets because of
the collective values being declared. Individually, each Council’s asset base, would not have been
sufficiently large enough to attract interest from offshore markets. Even if it would have been
possible to place a stand-alone cover for an individual council, the placement would have been

subject to minimum premiums being imposed and make risk transfer unaffordable.

Additionally, pooling Councils in geographic regions allows individual Councils to share the

insurance and the cost of similar Councils with similar risk profiles.

This shared procurement approach will also provide benefits to the Councils if Central
Government reduces its current 60% participation in the future.

Whilst this approach was able to mitigate the impacts of the previous hard market cycle, it also
has positive impacts during the “soft” market cycle as new markets can be brought into the
placement, which increases the competitive tension in the overall market. This means if
incumbent insurers wish to retain their position on the placement they have to meet the market

conditions.

To highlight this point if we look at the expiring placement the total declared values for 2024 and

the renewal premium were,

e 2024 -TDV $8,205,831,501
e 2024 - Total Premium $2,447,474

This gives an effective rate for the group of 0.0298%
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For 2025 the Total Declared Values and Premium are,

e 2025TDV $10,836,981,756
e 2025 Premium $2,419,000

This gives and effective rate of 0.0223%
This is an effective rating decrease of ~25%

This level of rating decrease has been generated because of the competitive tension that Aon
was able to introduce to the market by approaching markets in London, New Zealand, Singapore
and Australia. The involvement of some of these markets would not be possible if it were not for
the shared procurement approach.

o Material Damage and Business Interruption Cover

(Economies of Scale and access to offshore markets)

Shared procurement in a soft market has historically produced significant premium savings and
enhancements to cover. In a soft market, having a larger property programme to place, allows
for reductions in premiums to be maximised and increased policy sublimits to be negotiated.

This also avoids the minimum premium issues that are often experienced by entities in a soft

market, where an insurer will have a minimum amount they are prepared to charge.

One of the previous barriers to using offshore markets for the Material Damage and Business
Interruption placement has been the high level of deductibles that the offshore markets have

wanted compared to local markets.

Because of the collective approach and the softening of the markets we have been able to
negotiate lower levels of deductibles with offshore markets, which means they have been able to
provide capacity for this placement. Again this then introduces more competitive tension into the
placement which in turn means that we can replace the more expensive capacity on the

programmes to maximise the premium savings available.
The 2024 Total Declared Value and Premium were,

e Total Declared Value $4,795,227,697
e Premium $5,946,082

This is an effective rate of 0.124%



The 2025 Total Declared Values and Premium are,

e Total Declared Values $5,946,082
e Total Premium $4,720,400

This is an effective rate of 0.0950%

Which is an effective rating reduction of 23%. This initial market indications prior to renewal
were of a 20%rating reduction, but by utilising the offshore markets we were able to increase
this to the 23% figure

As stated previously by placing the risk on a LASS basis the wide geographic spread of risk and
higher combined total declared values the risk is more attractive to markets, and we are able to
fill the required capacity by using multiple insurers each only having a small percentage of the

overall exposure

e Commercial Motor Insurance

(Economies of Scale and Mitigation of Claims impact)

Commercial Motor placements are largely rated on their claims performance (Loss Ratio), total
value of the fleet of vehicles and total number of units in the fleet. Again, by utilising the collective

approach Co-Lab member Councils gain advantages through economies of scale.

Insurers look at the overall Loss Ratio, and in simplistic terms this is the total claims incurred
divided by the total premium paid. This ratio is used as part of the premium calculation process.
By pooling all the Co-Lab Group of Councils members together, the impact of high value claims

is mitigated across the whole group.

If a Council had a stand-alone policy and suffered a bad claims year, because the total of the
claims incurred would only be compared to their premium, the Loss Ratio would be very high and
there would be a significant premium increase. By purchasing as a group, the volatility is taken

out of the premium costs.

As such, the rating achieved is normally ahead of the market for accounts that have performed,

from a claims perspective, in a similar fashion.

Insurers look to price an account based on a loss ratio of 70%, anything over this is costing them
money, as they not only have to consider the direct cost of the claim, but also the indirect costs
of handling the claim (staffing costs etc. If there were a couple of councils in a period who had
particularly bad claims experience, the impact of these bad years would be “smoothed” across
the whole group, thus reducing the volatility of pricing that can be experienced in the motor

market due to poor claims histories.
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The 2024 Total Declared Fleet Value and Premiums were

e Total Fleet Value of $49,266,902
e Premium $679,883.

This is an effective rate of 1.380%
The 2025 Total Declared Fleet Value and Premiums are

e Total Fleet Value $52,799,324
e  Premium $661,991.

This is an effective rate of 1.254%

Which equates to an effective rating reduction of ~9%.

e Liability Insurance

(Economies of Scale and Access to Offshore Markets)

Liability insurance remains challenging for local government. While each council is rated based
on its own claims history, insurer appetite for this class is limited. However, by approaching the
market on a 'portfolio’ basis, we are able to keep insurers engaged and access additional offshore

capacity, including markets in London and Australia.
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Summary

As detailed in this paper there are many benefits to the member councils by taking the shared

procurement approach to the purchase of insurance. The principal benefits are:
e Benefits from Economies of Scale

Pricing for policies purchased collectively produces results that are better than standard market

pricing.

e Access to additional markets both domestically and offshore

o Greater ability to negotiate specialist covers / policy enhancements

Numerous examples of enhanced policy sublimits are available only due to the collective

approach.
e Smoothing of claims impact

This benefit could be seen across all classes of cover provided, but is most evident in the Motor

placement.



Conclusion

The collective approach to marketing through the Co-Lab Group of Councils can only bring

benefits to the members.

It can allow for markets to be accessed and capacity in these markets secured, that would not

have been available to individual councils.

It can allow for competitive tension to be introduced in the market during soft market cycles
which can maximise premium savings, and conversely in hard market cycles, because of the

value of premiums being placed, can allow for the impact of these increases to minimised.

Through the collective buying power of a Co-Lab Group of Councils, and Aon’s position as the

pre-eminent broker to Councils, policy enhancements have been achieved.

By mitigating the impacts of claims across all the member councils, can lead to less volatility in

pricing allowing for more accurate budgeting to be provided.

AON
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Aon Risk Management Services

Aon are more than just insurance. We are the only
insurance broker in New Zealand that offers fully
integrated, holistic risk management services to help
clients identify, assess and manage existing and
emerging risks. We assist with the selection and
implementation of appropriate risk transfer, risk
retention and risk mitigation strategies and provide
the right advice following a major claim. Aon Risk
Management Services is a specialised consulting
division of highly qualified and accredited personnel
including accountants, risk and fire engineers and
certified valuers. We add distinctive, long-term value
to optimise your overall insurance programme and
enhance your risk management.

Local Government Insurance and Risk Management

Aon, New Zealand’s leading insurance broker
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