Fairer Finance Consumer Advisory Board Annual Report 2023-24

Fairer Finance wants “to see a world where consumers trust, and even love, their
banks and insurers”. Fairer Finance uses research, product ratings and endorsements
to help consumers make more informed purchase decisions. It also helps banks and
insurers to improve their products, services and communications with their
customers.

Fairer Finance’s founder and Managing Director (MD), James Daley, set up the
Fairer Finance Consumer Advisory Board (CAB) to oversee the work of Fairer
Finance (FF) and provide independent assurance that the business does not prioritise
its commercial interests over those of consumers.

Consumer Advisory Board: Purpose

The purpose of the CAB is to review the business of Fairer Finance to satisfy itself
that the company’s commercial relationships do not affect its analysis of firms and
their products, its campaigns, its public pronouncements, or its policy advice.
https://www fairerfinance.com/about-us/our-advisory-panel

This annual report covers the year to 31** March 2024
The Consumer Advisory Board’s approach

As in previous years, the CAB identified the main risks that could affect FF's
independence. These were:

e Pressure to generate revenue influences FF’'s independence and opinions of
firms.

e Undue pressure from clients or potential clients affects FF’s independence.

¢ Changes to FF’s methods and approach reduces its independence or weakens
its opinions.

e Complaints by firms, the media or other parties influence FF’s opinions.

e FF’srapid growth compromises independence.

We assessed these risks through an information and data request to FF; and evidence
sessions with the Director (Tim Hogg) and the Heads of Research (Dr Oliver
Crawford) and Business Development (George Johnston).

The CAB also monitored FF’s business and activities throughout the year through
regular updates from the MD. We are grateful to FF for their time and willingness to
be open with us.


https://www.fairerfinance.com/about-us/our-advisory-panel

In addition, the CAB Chair attended FF Board meetings as an observer.
Our assessment

Revenue pressures. Founding shareholders may be looking for a way to realise
value as FF approaches its 10t anniversary. Fairer Finance raised capital from 245
new private investors in 2021 on the basis that they would start receiving dividends,
or have an exit opportunity, within 5-7 years. While these small shareholders only
own 7.5% of the company, they may exert increasing pressure to get a return on their
money. This is an issue for increased vigilance as the prospect of an exit draws
closer.

As in 2022-23, the bulk of revenue continues to come from reviews/rewrites and
advising on compliance with the Consumer Duty. The latter has been a successful
line of business for FF. Firms are due to report on how their consumer outcomes
align with the Duty by the end of July 2024. The FCA’s response will indicate how
rigorous it is prepared to be in monitoring and enforcing the Duty, and hence how
much business FF might expect.

Fairer Finance is not dependent on income from one or two large clients. The three
largest clients have all been different in the past three years. To us this suggests that
FF can readily attract new clients who value its integrity and independence and that
it does not rely on relationships that are “too cosy’.

Fairer Finance has a healthy level of reserves so it is very unlikely the company
would need to compromise its independence to raise income quickly.

Fairer Finance turns down work that does not meet its ethical standards. For
example, it is often asked to take on sponsored content posts, which it never accepts.
Fairer Finance ended its relationship with The Times during the year due to concern
over The Times” commercial goals.

Pressure from clients. There is no evidence that consultancy clients seek to make it a
condition of business that they receive a favourable product rating. The
independence of the product ratings and ‘ethical walls” within FF would in any case
make this all but impossible. Endorsement clients sometimes do not renew when
they lose a gold rating. FF does not adjust the ratings to retain these clients.

While it is not possible for firms to influence ratings directly, they can influence the
product rating criteria. We noted last year that the response rate to consultations on
methodology was low, risking bias. The MD told us that more firms are now
responding to consultations and that FF assesses all comments for practicality and
fairness. In one case, FF a firm complained about the methodology, but FF did not
agree with them and did not make the changes they wanted. The firm subsequently



stopped subscribing to the portal. We have suggested two measures to help mitigate
the risk of undue influence on ratings criteria. One is to anonymise consultation
responses. The other is to consult consumer groups on changes to methodology.
Fairer Finance is considering these for the future.

Fairer Finance was able to give us examples where it had commented unfavourably
on clients in the media, even at the risk of losing their business. It is careful to inform
clients that doing business with FF does not shield them from independent
comment, which may be unfavourable.

The MD is a member of Chartered Insurance Institute's professional standards
committee, and of the Association of British Insurers' Consumer Advisory Group,
representing the consumer interest. He has not felt inhibited from commenting
critically on either body.

Staff are not allowed to accept gifts or hospitality, the exception being attendance at
industry dinners, or gifts with a value of less than £50 in return for speaking at an
event or conference.

Changes in methodology or approach. Data quality is central to FF’s business. As in
previous years, FF has taken further steps to assure itself of the quality and accuracy
of external data sources. Anomalous polling data continues to be an issue. Fairer
Finance regularly discusses with the data provider how mistakes can be avoided in
the future. Similarly, the research team checks the output of outsourced analytical
services regularly and feeds back on errors.

FF made increasing use of Al during the year. While this is proving useful for
‘scraping’ product policies and disclosure documents, errors do occur. Information is
cross checked with FF’s database and discrepancies investigated manually.

We note that FF maintained the proportion of 5* product ratings at 15% or less
during the year and felt under no pressure to change this. It sometimes happens that
the 15% is exceeded if several players exit the market for a particular product. In
these cases, FF adjusts the ‘red line’ criteria to bring the proportion back under 15%.
We do not have any concerns about this.

Fairer Finance launched a ‘fair value’ tool during the year. This enables firms to
judge how the value of a product compares with others in the market. We believe
that fair value should be an absolute, rather than relative, measure. Relative value is
problematic in markets that don’t work well for consumers. One example is the
widespread failure of high street banks to apply increased interest rates to
customers’ cash deposits. 0.5% interest on a current account might be better than
many in the market but does not appear to be fair value when the base rate is 5.25%
and instant access savings accounts paying 4.5% plus are readily available. Another



example is the credit card market, where there is a hefty cross subsidy between
customers who don’t pay off their balances in full every month, and those who do. It
is for the FCA to decide how to reconcile the consumer duty with markets that are
manifestly unfair to many or all consumers. However, we think that FF can play a
role in the debate on how the consumer duty can improve consumer outcomes.

Complaints. As in previous years, Fairer Finance received few complaints. Those it
did get were usually due to data inaccuracies. On investigation, FF sometimes
upheld the complaint and ‘cleaned’ the relevant data. In one case, FF couldn’t find a
problem and didn’t amend the data. It subsequently lost this major portal customer
though sticking to its guns.

Rapid growth compromises independence. Fairer Finance continues to grow
rapidly. In the past year it added product sectors and data lines, launched a ‘fair
value’ tool and trust in insurance and banking indices, and developed the
consultancy business.

Last year we noted that maintaining integrity and independence could be a
challenge when many new staff are joining the organisation, and FF makes greater
use of consultants. In 2023-24, FF continued to develop its formal HR policies. It
implemented company values during the year. These are incorporated into
induction. The values (Fairness, Integrity, Collaboration, Personal Responsibility,
Continual Improvement, Courage) are discussed regularly at 1-1 meetings, and
individuals have to self-assess against them as part of their performance appraisal.
Annual bonuses are contingent on staff acting in line with the values.

Fairer Finance has introduced performance related pay and commission for the sales
team. At the top end of performance, commission could double basic pay. The MD
and Director have remuneration partly based on revenues. While the sales team
cannot influence ratings, the prospect of earning commission may skew efforts
towards the business that earns the most commission, primarily large consultancy
projects. As we said last year, this does not of itself compromise integrity although it
may mean that business which would be of more benefit to consumers gets a lower
priority. While we accept the MD’s assurances that commission could be withheld
from an individual acting in a way that is inconsistent with company values, we
believe hefty commission is a risk.

Fairer Finance has introduced a social media policy making clear that employees
should be mindful of how their posts might affect Fairer Finance’s reputation. This
stipulates that employees should not post comments about the sector on their
personal accounts, other than LinkedIn in a work capacity.

The CAB’s opinion for the year ending 31 March 2024



Based on the evidence it has gathered, the CAB is satisfied that the FF’s commercial
relationships have not affected its analysis of firms and their products, its
campaigns, its public pronouncements, or its policy advice during the year.
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