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AIME ( www.aimelink.org ) 

AIME is the UK based trade organisation representing the commercial interests of member 

companies involved in the interactive media and entertainment industry - where consumers interact 

or engage with services across converged media platforms, and pay for those services or content 

using a variety of micropayment technologies. 

 

We uphold our Code of Ethics and Core Values to create an environment of consumer trust and 

industry confidence within which our members’ commerce can grow. We are committed to 

furthering the interests of interactive media and entertainment through the regular exchange of 

information and communication throughout the value chain, effective engagement with regulators 

and legislators and the presentation of a successful industry image to media. 

 

We are the only UK trade association with membership across all elements of the interactive media 

and entertainment value chain, which is generally supported by Premium Rate Service (PRS) billing 

facilities, and our membership represents in excess of 80% of annual industry revenues. 

 

AIME promotes and abides by the philosophy that consumers who are accurately and openly 

informed of the nature, content and cost of participation in an interactive service experience are 

perfectly placed to exercise their freedom of choice and thereby enjoy the most effective form of 

consumer protection. 
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General 

 

PhonepayPlus is seeking feedback on its budget and business plan for the forthcoming financial year, 

2012/13. The proposal being for a core budget of £3.74m, a 1.5% decrease (in cash terms) on the 

current 2011/12 budget, and resulting in a 2012/13 levy of between 0.42 - 0.54 (a potential increase 

of up to 55% on 2011/12 levy). In response to this AIME has conducted a survey of members and 

canvassed industry views on the proposal. 

 

AIME is generally supportive of the direction of the budget, which acknowledges the difficult financial 

climate businesses are now facing. Though the proposed decrease in budget is welcomed, we feel 

there remains scope for further reductions to be achieved. 

 

As a defined market, the premium rate industry has matured, with traditional services (fixed line, 

directory enquiries and mobile content) declining, and entertainment services in general being 

interwoven in a broader converged media space, where premium rate billing is a subset of a broader 

micropayments environment. The industry is now composed of larger more corporate focused 

providers with an interest in their reputational integrity, maintaining high standards both in their own 

activity and that of their clients.  This has resulted in a reduction in the percentage of total consumer 

contacts being classified as complaints and a significant reduction in the number of complaints for 

serious issues (based on the percentage of cases being resolved informally).  

 

AIME acknowledges that regulation generally, and the PhonepayPlus budget specifically, should not 

be precisely pinned to the financial movements of the market. This would create an unstable and 

inconsistent regulatory framework. Regulation must instead be sufficient for the core purpose of 

protecting consumers from harm. We would therefore expect to see PhonepayPlus broadly linking 

the scale of its operation to the prevailing trends in consumer harm, with consumer complaint levels 

just one appropriate benchmark for such consideration. 

 

In the context of rising standards and a corresponding drop in consumer complaints of a serious 

nature over the last few years, we would expect to see a corresponding reduction in PhonepayPlus’ 

£1M investigation budget to follow this trend. 

 

With significant work now complete on the 12
th

 Code implementation and supporting Guidance, we 

would also expect to see a dramatic reduction in this budget line.  

  

To support this reduction target we would hope to see identified and quantified the efficiency savings 

from the elements of the Registration Scheme that PhonepayPlus use in-house. In addition 

PhonepayPlus might consider partnering on research projects and investigating alternative funding 

sources for non-core services, such as a separate charge for accessing compliance advice.  
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Questions 

Q1. What information or evidence do you have about market trends and about the overall size of 

the PRS market in 2011/12?  

 

Anecdotal evidence suggests that the market trend is much as described last year with the PRS 

market in the UK seeing a decline, particularly within the DQ services market. The mobile market 

segment continues to see a small migration of services from PSMS mechanic to the Payforit 

environment, though mobile payments are down slightly overall.  

 

Whilst M-Commerce has grown during the 2011/12 financial year, PRS has seen increased 

competition from other micropayment mechanisms. Consequently we believe that the likely PRS 

consumer billings outcome for financial year ending 2011/12 will be in the order of £0.75bn. 

 

While we understand that PhonepayPlus figures are based on declared outpayments, it has been 

brought to our attention that these do not appear to tally with the market size statements in Ofcom’s 

annual communication report (having made adjustment for the mobile uplift). We would welcome 

clarification on the measures in place to check the accuracy of outpayment returns and ensure there 

is no leakage or non collection of levy. 

 

Regulatory Costs Indicator  

 

In last year’s budget response AIME introduced a proposed Key Performance Indicator, which tracked 

the annual costs of regulation against the revenues generated by the PRS industry. Whilst we restate 

our agreement that the PhonepayPlus budget setting must be assessed on consumer protection 

need, we believe that it remains a valid indicator for tracking the trends of the regulatory burden on 

industry. 

 

We have updated our figures to now reflect the PhonepayPlus financial year and included projected 

figures for 2011/12 and 2012/13 revenues. Revenues for 2012/13 have been forecast on the 

presumption that traditional PRS and PSMS revenues are likely to show further decline, though the 

continued development of mobile payments infrastructure, improved payouts by market sector and 

new applications are expected to mitigate this resulting in very marginal growth. 

 

Industry billing revenues have been calculated as outpayments plus 30%, these are not intended as 

exact industry figures, but indicative of the regulatory cost trend.  

 

Year Regulatory Cost 

£m 

Industry Revenue 

£bn 

Regulatory cost 

£ per £000 Revenue  

2007/08 4.02 1.2 3.35  

2008/09 4.35 0.81  5.37  

2009/10 4.4  0.80  5.5  

2010/11 4.22 0.82  5.15 

2011/12 FC 3.80 0.75 5.20 

2012/13 FC 3.74 0.76 5.27 

      

* 2009 onwards industry revenue figures include 087 
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Customer Contact Levels 

 

AIME notes that over the past year the total number of customer contacts received by PhonepayPlus 

has risen by 22%, with the number of those contacts classified as enquires increasing by 36%.  This 

suggests that consumers are now generally more aware of PhonepayPlus.   

 

Whilst PhonepayPlus has received more complaints this year, we are pleased to see that as a 

proportion of total contacts made, complaints are in fact falling.   

 

% 

Complaints 

to Enquires 

2010

% 

Complaints 

to Enquires 

2011 % Change 

Jan 65 67 4

Feb 78 58 -25

March 67 60 -11

April 63 57 -10

May 71 65 -9

June 67 65 -3

Jul 67 64 -4

Aug 66 71 7

Sept 61 73 20

Oct 57 56 -3

Nov 57 56 -3

Dec 67 58 -14

Total 65 62 -5  
 

Coupled with the fact that a growing majority of complaints are now being dealt with through the 

informal procedure, this would suggest that industry compliance is continuing to improve. 

 

We would expect that with the increased accuracy of the Number Checker consumers will 

increasingly be able to seek redress from merchants directly and that the need for PhonepayPlus 

intervention will diminish.  

 

 

Q2. What information or evidence do you have about any specific segments or content areas and 

their potential for growth and decline over 2011/12?  

 

N/A 
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Q3. How do you see the PRS market developing in 2012/13? In particular, do you have any insights 

into how PRS might develop on social media, smartphones or other platforms?  

 

We expect to see Premium Rate Services being developed for emerging technology environments 

(e.g Connected TV and Tablet devices), as well as further developments in the smartphone 

application market.   

 

Converged media and the monetisation of the dual screen environment are expected to be growth 

areas in 2012/13 particularly for participation TV engagement.  

 

Mobile Betting and Gaming has the potential for further growth, though the sector is largely credit 

card based, with PRS mainly occupying a secondary purpose as a sales acquisition tool.  With 

investment by mobile operators in billing platforms, increased price points and a corresponding 

review of VAT status, we would expect greater realisation of the potential to offer improved 

commercial terms for sectors such as betting and gaming in 2012.   

 

AIME would expect to share information of this nature with PhonepayPlus through our regular 

meetings forum. 

 

Q4. What comments do you have on the priorities for 2012/13? Are there other projects or issues 

that you think PhonepayPlus should consider in the coming year?  

 

An understanding of industry trends and issues is essential for effective regulation and AIME is 

pleased to see closer liaison on the gathering of such information between PhonepayPlus and 

industry via the ILP, together with close budgetary control. The move to outsource activities where 

economically viable is welcomed but the intended increase in expenditure on “industry support” 

must not be translated into PhonepayPlus duplicating industry responsibilities. There may be scope 

for PhonepayPlus to partner on its research projects to reduce the cost of obtaining market reports 

and we believe that this is an area that warrants further investigation. 

 

AIME would also welcome a review of how non-core activity is funded, in particular the provision of 

project specific compliance advice, with consideration given to it drawing its financing from a 

separate usage charge, rather than the levy. 

 

Q5. Do you support our proposed levy budget changes for 2012/13, having regard to the activities 

and priorities in the first full year of the new Code that drive those changes? If not, please explain 

why.  

 

It is appreciated that previous years have seen a higher than average level of fines administered, 

which have now reduced with the greater use of the informal procedure and increased industry 

compliance. Following consultation last year, we note that industry elected that PhonepayPlus should 

apply these fine revenues wholly as a discount against the previous year’s levy, rather than holding 

reserves to smooth out the levy in future years, and this has contributed to the spike from 0.35 to 

0.54. However, the increase in levy (55%) is significant and we would encourage all appropriate 

measure be taken to soften this. 

We are pleased to see an overall reduction in the budget, though we note an increased expenditure 

on industry support and development (6.9%), a proposed increase in legal support of 27% and a 
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proposal to increase spending on Code Development. We detail below our observations against the 

headings used in the consultation document. 

 

Consumer Support  

 

As a non-core resource we welcome the reduction in budget for Consumer Literacy and restate the 

AIME position that outside of a tightly controlled Phone Brain programme, the literacy budget should 

be targeted at developing PRS literacy amongst consumer protection agencies i.e. CAB, Money Saving 

Expert and consumer focus, rather than creating general consumer awareness of PhonepayPlus. 

 

We welcome the reduction in budget for consumer support overall, though note that when 

disaggregating the £65K reduction on consumer literacy, spending more generally on consumer 

support is proposed to increase.  

 
With high customer acquisition costs, providers are eager to ensure repeat business and where a 

consumer has a negative experience the majority of providers are keen to quickly address the issue 

and reduce customer churn. The fragmentation of the value chain has historically made 

PhonepayPlus a port of call for many consumers who are simply unsure where to seek redress. The 

introduction of the Industry Registration Scheme to power the Number Checker is therefore 

expected to facilitate consumers to contact merchants directly and reduce the need for 

PhonepayPlus intervention.  The review of customer care procedures in 2010 and subsequent 

investment by industry in 2011 (aligned to 12
th

 Code and Number Checker) is also expected to 

expedite consumer redress.  

 

We are therefore keen that PhonepayPlus provides further justification for this increase in consumer 

support in the context of measures now in place to direct consumers to the merchant for redress and 

thus reducing consumer reliance on the regulator. 

 

Industry Support & Intelligence  

 

We are pleased to see PhonepayPlus concentrating investigation efforts to pre-empt and prevent 

issues posed by Malware, and the potential for these programmes to destroy consumer confidence in 

the industry. Where funding is being directed at this issue AIME would be in support of the proposed 

6.9% increase. We are keen to see a further breakdown on spending to ensure adequate resource is 

assigned to this issue. 

 

The c.£1m budget however is a considerable proportion of PhonepayPlus’ overall spend and without 

detracting from investigations into the Malware threat we would hope to see savings being identified 

from a reduction in other activities. 

 

As noted above, the PhonepayPlus Compliance Advice facility is proving popular but there is unease 

that some industry players, who should themselves be responsible for meeting the costs of 

compliance, may find it too easy to rely too heavily on this “free” service which is funded by all 

industry players. Those who need third party advice should, at the end of the day, fund it according 

to their needs and should not be subsidised by others. 
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Regulatory enforcement 

 

Complaint resolution 

 

AIME has welcomed the greater use of the informal procedure over the last year and we are further 

pleased to see that efficiency savings have resulted in a reduced cost of provision. Whilst resolution 

of complaints informally has presented separate budgetary issues - through a reduction in fine 

revenues - we view this policy favourably and consider it the most appropriate way of addressing 

issues quickly and effectively. 

 

Investigations 

 

In recent years the general trend shows a reduction and now stabilisation of complaints, married to 

increasing consumer trust in services.  The regulatory approach to deal with issues where it is 

appropriate using the Informal Procedure, leaving more complex and serious issues for formal 

investigation has been a success and is welcomed by Industry. In this context and with a more 

targeted approach demonstrating efficiencies around the regulatory process, we are keen to seek 

further justification for maintaining a c.£1m investigations budget.  In the absence of compelling 

evidence of underlying compliance issues we would not wish to see undue resource directed at 

driving PhonepayPlus’ future workload.  

 

As we believe that administration fees are set with a view to covering the cost of investigations, we 

are also keen to see what factoring has been made for fees to be collected throughout 2012/13. We 

understand the admin fee collection rate in 2011/12 to be only 46%, a shocking statistic for which we 

would expect to see further explanation and plan put forward for rapid improvements.  

 

If the low collection rates are due to the inability of providers to pay, then we would expect to see 

PhonepayPlus assessing the likely financial risk ahead of undertaking complex investigatory work or 

incurring significant legal fees, so as to minimise exposure to unmet costs.  

 

We also note the 27% proposed increase in the amount spent on legal fees across the organisation, 

which we believe is likely to mainly fall under this budget line.  We believe that PhonepayPlus should 

be reducing reliance on external legal support overall and that legal expertise to support the 

PhonepayPlus case at tribunal may at time be excessive. Whilst we acknowledge that the 

implementation of the 12
th

 Code brings the risk of legal challenge, we feel that contingency funding 

for this purpose should be ring fenced, with a plan on how it may be re-allocated in future should this 

not be the case; or drawn from reserves if necessary, with a plan to recoup from future budget.  

 

Code Compliance and Development  

 

During 2011/12 PhonepayPlus completed the implementation of the 12th Code and drafted twenty 

two industry guidance notes on a budget of £257,581, and with the major work now complete we 

expected to see a dramatic reduction in this budget line. However, rather than the anticipated 

decrease, we are surprised to see a suggested 15% increase proposed for 2012/13. The projects 

identified (3 new guidance notes, changes to the prior permission process and improvements to the 
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Number Checker), when benchmarked against the activity in the previous financial year this would 

appear to represent a reduced output.   

With guidance note drafting expected to be down considerably on the previous year’s activity, we 

anticipate that the majority of the budget is earmarked for Prior Permission and Number Checker 

improvements. 

We strongly support measures to ensuring Number Checker is a robust and effective tool for 

directing consumers to the merchant for redress. We were however given to understand that this 

had largely been completed as part of the work on the main Registration Scheme project. We would 

therefore welcome further details on the additional improvements necessary and the resource and 

expenditure anticipated.  

Improvements to the Prior Permissions process is equally to be welcomed, though in the absence of 

further detail we assume this to be a relatively simple review process. 

In the context of major work on the Code and Guidance now having been completed, we would 

request that the proposed increase in Code Compliance and Development Costs is reviewed and a 

further breakdown provided of anticipated expenditure.  

 

Governance and Corporate  

 

We welcome the PhonepayPlus intent and practice of constantly challenging corporate costs 

together with the appreciation of the need for PhonepayPlus to demonstrate value for money on 

behalf of the industry which finances the levy. 

 

Q6. Do you agree that we should make a provision in the Registration Budget for improved 

usability of the Scheme? Are there particular functions of the Scheme you would like to see 

enhanced? If so what are they and what benefits would they bring?  

AIME is pleased to see PhonepayPlus proposing further investment in the Registration Scheme. 

However, the £15K set aside to finance enhancements appears low and we believe this should be 

revised upwards to ensure there is sufficient budget to achieve the scheme’s full potential. We would 

suggest a budget of £60K as an appropriate funding level.   

Q7. Do you agree with our Registration Financial model assumptions?  

We have no observations to make on the assumptions used in the modelling. 

Q8. Do you agree with our assessment of the options, with particular reference to our assumptions 

and our preference? If not, do you have other suggested options? 

AIME favours future funding of the Registration Scheme as a flat fee for all providers, with a first year 

exemption for small businesses with revenues under £10K, and maintaining the exemption for 

charities (option 4). 
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Conclusion 

 

AIME is in general supportive of the direction of the Budget but keen to see efficiency savings 

identified through the investment made in the industry Registration Scheme (this being one of the 

original project aims); coupled with further justification for proposed expenditure, in the context of a 

more compliant industry and the bulk of the work on the 12
th

 Code and guidance now having been 

completed.  

 

AIME believes that as well as a general reduction in the scale of PhonepayPlus’ operations additional 

saving on the levy may be achievable by reviewing how some elements of PhonepayPlus are funded, 

such as separating the funding of research projects and individual compliance advice. We would also 

encourage the greater use of reserves for covering unanticipated expenditure, rather than front 

loading the budget with items such as potential legal fees.  

 

We are pleased to see continued investment in the Registration Scheme with £15K identified for 

further development. This investment is welcomed; though we feel the budget allocation to be on 

the conservative side and would encourage a more ambitious investment to save strategy of nearer 

to £60K.  We view option 4, a first year exemption then flat fee, excluding charities, as the best way 

to fund the scheme moving forward.  

 

Statement of Representation 

 

AIME confirms that this response has been compiled following a process of internal discussion and 

distribution of the relevant Consultation documentation to all AIME members. A list of members can 

be found at http://www.aimelink.com/home/members.aspx 

 

The views expressed in this response are a fair representation of the majority views held by the 

responding AIME membership. Individual members are actively encouraged to submit their own 

independent views as they deem fit and at their sole discretion. 

 

Close 

 

We assure you that, as ever, our comments are made constructively and with the intent of achieving 

an effective, fair and proportional regulatory regime for Premium Interactive Media and 

Entertainment services in the UK. 

 

If any clarification to our response is required or if we can be of any further assistance please contact 

Zoe Patterson at + 44 (0)1273 685328 or zoe@aimelink.org 

 

Sincerely 

AIME 


