
1 
 

 

 

 

 

 

  

Business Plan and Budget 2014/15 
 

Adding Value in a Complex and Converging Market 

 
A statement by PhonepayPlus following its consultation published 4 December 2013  

Issued by PhonepayPlus on 27 March 2014 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 

http://www.phonepayplus.org.uk/


2 
 

 
 
 

1. STATEMENT ON BUSINESS PLAN AND BUDGET 2014/15  Page 3 

 

2. SUMMARY OF RESPONSES TO THE CONSULTATION  Page 13 

 

 
 
 
Annex A: PhonepayPlus Budget 2014/15      Page 18 
 
Annex B: PhonepayPlus Expense Budget 2014/15 –    Page 19 

The Registration Scheme       
 
Annex C: Minutes of the Industry Liaison Panel (budget) meeting Page 20 

17 December 2013  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



3 
 

 
1. STATEMENT ON BUSINESS PLAN AND BUDGET 2014/15  

 
Introduction 
 
PhonepayPlus is the UK regulator for premium rate services (PRS). PRS are the goods and 
services that consumers can purchase by charging the cost to a phone bill, whether fixed 
line or mobile, ranging from 118 directory enquiries to in-app micropayments on a 
smartphone. Our powers derive from a Code of Practice, which is approved by Ofcom under 
the Communications Act 2003. 
 
This document sets out our plans to maintain consumer confidence in PRS and to protect 
the industry from malpractice, as well as the resources required to carry out those plans 
effectively. There were eight responses to our Business Plan and Budget 2014/15 
Consultation, a summary of these can be seen in Section 2. 
 
Developments in technology are driving rapid changes in the market. There are a growing 
number of payment methods for digital services delivered to a phone or other connected 
device and there is increasing competition between them. 
 
This diverse market of both services and payment methods brings challenges for industry 
and the regulator. While consumers and the UK’s digital economy benefit from innovative 
products, customers must be protected from unscrupulous practices and we are mindful of 
the damage to the wider industry that could be caused by a minority of providers. 
 
The flexibility of PhonepayPlus’ outcomes-based Code of Practice (Twelfth Edition) (the 
Code) has given us an effective regulatory framework for digital marketplaces; however we 
are always looking for ways to improve. We are now working with industry and consumer 
groups to further update the Code in light of the pace of technological change in the digital 
services market to which PRS belongs. 
 
In the coming year we will publish our new Three-Year Strategic Plan 2014/17. This will set 
out PhonepayPlus’ longer term plans to ensure that the regulation of services paid for using 
and delivered to a phone or other connected device is future-proofed and effective in this 
rapidly changing environment. 
 
In the period 2011/14 we reduced our budget by 24.5% in real terms by improving our 
efficiency while not compromising on our overall effectiveness. However, due to rising legal 
costs and the increased volume and complexity of calls, enquiries and complaints that we 
receive, we have not been able to, for this year at least, continue with a decrease in the 
budget. For these reasons we have been left with no choice other than to seek an increase 
in our budget by 0.5% in real terms. To address this, we are working with industry to bring 
the number of contacts that we receive down through increased compliance and 
improvements to the consumer journey. 
 
Developing consumer confidence in PRS and the wider digital services market is in the best 
interests of our stakeholders and the UK’s digital economy. We are mindful of our role in this 
and we will continue to work with industry to take action to support consumer confidence in 
PRS. 
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Key themes for PhonepayPlus’ Business Plan and Budget 2014/15 
 
We have identified the following four key themes for PhonepayPlus in 2014/15: 
 
Theme One – Strengthening compliance and enforcement 
 
Maintaining consumer trust in services is vital for the long term sustainability of PRS. Other 
payment methods now compete with PRS in an increasingly crowded market and consumer 
trust is vital to the uptake of services through PRS. PhonepayPlus is committed to working 
with the industry to reduce harm and improve trust because poor compliance by a minority 
can cause widespread loss in confidence and tarnish the compliant majority of providers. 
Our work with industry is focused around three areas: 
 

Building compliance through improved due diligence and risk assessment and 
control:  
Consumer harm could be further reduced by providers through better due diligence and risk 
assessment and control (DDRAC). A minority of providers continue to allow harm to occur 
(deliberately or through negligence on their part), which increases the burden on the majority 
of compliant providers. PhonepayPlus will work with industry to assist in its DDRAC. We 
expect that a greater emphasis on DDRAC will reduce the need for regulatory action. In 
2014/15 we will continue to build on our previous efforts to support the need for increased 
compliance by undertaking a number of activities to build compliance through improved 
DDRAC including: 

 Keeping the Registration Scheme under review to ensure it is delivering what the 
industry need by way of data and information on providers when undertaking their 
due diligence and on-going assessments; 

 Keeping our Guidance for DDRAC under review and update where this is deemed 
necessary and helpful for industry providers; 

 Supporting a programme of on-going one-to-one meetings between PhonepayPlus 
and Level 1 providers to assist them in data analysis about emerging issues, trends 
and concerns so that appropriate early intervention can be taken to minimise harm 
and complaints. 

Expected outcome: overall levels of compliance in the market will increase as 
benchmarked by our market reviews of compliance. 

 
Making polluters pay: 
The majority of consumer harm reported to PhonepayPlus is caused by a minority of 
providers. The cost of this should not be borne by the compliant majority. Over the year 
2013/14 we took steps to improve fine collection rates. We will continue to pursue fines 
through debt collection proceedings using the services of a specialist debt collection agency 
where we can demonstrate cost effectiveness. 

In 2014/15 we will undertake a number of activities to ensure polluters pay including: 
  

 Assessment and pursuing of proportionate and quality enforcement by building on 
the restructuring of operational teams we undertook in 2013 and an end-to-end 
review of processes to assess complaints more effectively, allocate to the most 
appropriate enforcement track and to provide quality and timely investigations and 
resolution;  

 Introducing changes to the Code to strengthen the implementation of the polluter 
pays principle;  
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 Ensuring non-paying organisations’ relevant services are suspended and named 
individuals or the relevant party is prohibited, where the evidence supports this;  

 The continued and extended use of internal time recording methodology and systems 
to more accurately and comprehensively record the number of hours billable in 
investigating a case and ensuring these are passed back as costs to those found in 
breach of the Code;  

 The continued use of a specialist debt recovery agency to target non-payers of fines, 
once our robust internal procedures have been exhausted and, where it is cost 
effective, to seek recovery of those debts through the courts or by other means. 

 
Expected outcome: the minority of providers who cause harm in the market pay for the 
direct and indirect costs of the harm and the overall levels of serial offenders in the market 
will decline, while at the same time the collection of fines and related costs will increase. 
 
Working with the industry to build their confidence in the use of compliant affiliate 
marketing: 
Consumer complaints about affiliate marketing accounted for a significant proportion of the 
contacts received by PhonepayPlus in 2013. We recognise that affiliate marketing is an 
important tool for many providers by driving traffic and uptake of services but providers must 
ensure that they remain compliant whilst using these techniques. This is a rapidly innovating 
area and we will maintain an up-to-date knowledge of marketing practices. 

In 2014/15 we will undertake a number of activities to build confidence in the use of 
compliant affiliate marketing including: 
 

 Working with industry to ensure our digital marketing Guidance gives providers 
confidence to use affiliate marketing safely; 

 Building an ongoing understanding of affiliate marketing techniques; 

 Continued engagement with industry, including Network operators; 

 More sophisticated monitoring and intelligence.  
 
Expected outcome: our Guidance will be complied with by industry and will be effective in 
reducing consumer harm arising from misleading digital marketing, while not stifling 
legitimate marketing. There will be productive engagement and discussion between 
PhonepayPlus and industry on this issue. PhonepayPlus will continue to develop its contacts 
and expertise in online marketing to ensure that policy in this area remains well founded on a 
good basis of understanding and evidence. 
 
Theme Two – Improving the consumer experience 
 
PhonepayPlus is always looking to improve the experience of those using or providing PRS. 
We have listened to their feedback. The consumer journey research we published in 
February 2014 found that there were a number of positive areas but also a number of real 
concerns for PRS. In the upcoming year, PhonepayPlus will work to improve the consumer 
experience in PRS in three areas: 
 
Improving the customer journey: 
The growing complexity of value-chains and marketing systems can be confusing and 
frustrating for consumers when something goes wrong. The results of the consumer journey 
research found that an unacceptable number of consumers still have to contact a number of 
organisations before turning to PhonepayPlus for resolution. We will work with industry to 
help to improve consumer experiences, which in turn will reduce the need to contact the 
regulator. The cost of repeated calls to customer service or responding to regulatory 
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requests is borne as much by businesses in their overheads as by the consumers 
experiencing bill shock. 
 
Expected outcome: agreement with industry about the optimal customer journey, with 
regards to customer care and complaint issues, and a commitment from the various parties 
in the value chain that can influence and improve the consumer experience to do so. 
 
The PhonepayPlus customer experience: 
We have identified some areas in which PhonepayPlus aims to improve in the year ahead. 
We are reviewing ways to improve communication with all stakeholders and specifically to 
ensure that consumers will receive more regular updates detailing the progress of their 
enquiries. We will continue to engage individually with Level 1 providers and MNOs, sharing 
information and addressing areas for DDRAC improvement. PhonepayPlus’ operational 
reporting will continue to be developed so that stakeholders have greater visibility of our 
performance. 
 
Expected outcomes: feedback from stakeholders will show a demonstrable improvement in 
respect of feedback about the PhonepayPlus customer experience. 
 
Protecting vulnerable consumers: 
PhonepayPlus continues to hear from too many vulnerable consumers who have been 
targeted by misleading premium rate services. In the first six months of 2013 an estimated 
one in ten complaints received were from members of vulnerable groups. Consumer 
confidence can be severely damaged by this type of harm. We are working with our partners 
to improve the consumer advice we give to children and parents in particular, to explain how 
charging works and how to use PRS safely. 

In 2014/15 we will undertake a number of activities to protect vulnerable consumers 
including:  
 

 An update of our Children’s Plan and further measures to help ensure children and 
other vulnerable consumers are able to use PRS safely;  

 Updates to the usability of the PhonepayPlus website to make it easier to navigate 
for vulnerable people;  

 Developing Guidance on in-app purchases for children. 
 
Expected outcome: A decline in the overall number of complaints about services where 
consumers may be vulnerable alongside clearer expectations and outcomes for children 
when using and purchasing within apps. 
 
Theme Three – Future proof regulation 
 
Providers of services that are paid for using and delivered to a phone are constantly 
innovating and taking advantage of new technology. As a regulator we are used to working 
with a broad and rapidly moving market and our outcomes-based regulation has given us the 
tools to regulate it well, but we are mindful of the need to keep pace with the market. This 
year we will work to future proof our regulation in three areas: 
 
Tackling the increasing risk from new online and security threats:  
New threats frequently appear in the market. We are investing in new monitoring technology 
and techniques as well as working with other agencies, industry and the anti-virus vendors to 
ensure we are keeping pace with developments in security threats. An anti-virus vendor 
recently credited PhonepayPlus in the national press with creating a safer environment for 
consumers through its actions. 
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In 2014/15 we will undertake a number of activities to tackle the changing and emerging 
risks from new online and security threats including: 

 Continued investment in technology and training for Market Research and 
Intelligence to allow us to better target resource at the most likely areas of harm; 

 Operational industry engagement and co-operation to disseminate information and 
exchange knowledge; 

 Continued work with the industry and other partners to address the risks posed by 
malware; 

 Production of Guidance on new forms of mobile marketing that interact with PRS. 
 
Expected outcome: threats from emerging risks such as mobile malware are isolated and 
contained quickly and do not become the source of widespread, national concern for 
consumers. 
 
Maintaining a cutting edge Code: 
The current Code was a major change from rigid rules to a flexible, outcomes-based model 
of regulation that can move with the times. The six consumer outcomes have proven 
effective as a regulatory model for digital business but we are mindful of the rapid pace of 
change in the market and we continually look for improvements. Over the next year we will 
work with industry to develop a new (Thirteenth) Code that will build on our experience and 
continue to provide effective regulation. 

In 2014/15 we will undertake a number of activities to ensure the Code remains future-
proofed against a fast changing environment, including: 

 Responding to the challenges of new UK/EU legislation as it impacts on PRS by 
continuing the technical review of the Code started in 2013. 

 Consulting with industry on the new Code. 

 Aligning the Code with Ofcom's Non-Geographic Call Services review, to provide 
clarity for industry and consumers. 

 Preparing to change our enforcement to reflect the new Code. 
 
Expected outcome: following extensive consultation a revised Ofcom-approved Code which 
continues to enjoy wide industry and stakeholder support. 
 
Responding to the developments in legislation which will impact on PRS and future 
payment services 
Changes in both national and European legislation are likely to have an impact on current 
and future variants of PRS. We are working with the industry and other agencies to ensure 
protections for consumers while continuing to give industry flexibility to innovate products 
that benefit consumers. 

In 2014/15 we will undertake the following activities:  

 Engaging with BIS on the consequences of the new Consumer Bill of Rights and its 
impact for PRS;  

 Engaging with HM Treasury about the position the UK adopts in negotiations with the 
EU over the next Payment Services Directive;  

 Engaging with the FCA and CMA about their powers, remit and approach to markets 
which touch upon PRS regulation to ensure, where possible, that the overall 
regulatory landscape remains proportionate and consistent, while maintaining clarity 
for providers about their various obligations under different regulatory 
regimes/legislation.  
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Expected outcome: that the industry has clarity and certainty about the legislative impacts 
that may affect the provision of PRS and are kept abreast of developments by 
PhonepayPlus as and when such changes are made known to us. 
 
Theme Four – Enhancing regulatory efficiency and effectiveness 
 
We are constantly looking to add value to our regulation; reducing the burden on industry 
and improving outcomes for consumers. In the year ahead we will focus on two areas: 
 
Working in partnership to add value 
As the market for digital services on connected devices develops it is vital that we work 
closely with other agencies to provide a level playing field of regulation for providers and 
seamless protection for consumers. We work closely alongside other enforcement bodies 
and we are building relationships with the increasingly diverse industries that use premium 
rate to provide mobile services.  

In 2014/15 we will be undertaking a number of activities to improve our partnership working 
so that it adds value including: 

 Working with other regulators and enforcement agencies to ensure regulatory 
certainty and clarity. This is more vital than ever as there is considerable change in 
UK regulation with the creation of a number of new bodies including the Financial 
Conduct Authority, Competition and Markets Authority and the National Trading 
Standards Board; 

 Working with consumer bodies and opinion formers to ensure our remit is understood 
in a rapidly changing environment, with a new role for Citizens Advice and the 
increase in consumers accessing information online we will be examining new 
partnerships through which to engage with consumers; 

 Taking feedback from the Industry Liaison Panel and other stakeholder groups on the 
likely impacts of our regulation on the provision of services and continuing to assess 
those impacts to ensure our regulation and processes remain proportionate to the 
issues at hand. 
 

Expected outcome: other agencies and enforcement bodies understand the remit of 
PhonepayPlus and recognise us as the expert regulatory and civil enforcement body for 
services paid for on, and delivered to, a phone. Alongside this, feedback from stakeholders 
continues to affirm that we remain responsive to feedback and engage with relevant bodies. 
 
Continually improving our business 
We are continually looking for ways to improve PhonepayPlus’ business with more effective 
and efficient processes and systems. This will ensure we continue to deliver excellent 
customer service in support of consumers and industry. Our end-to-end review of 
operational functions and processes will continue, alongside improvements developed from 
feedback from consumers and industry. In addition, we will undertake longer term strategic 
planning to ensure our underlying systems and infrastructure remain fit for purpose, resilient 
and future-proofed. 

In 2014/15 we will undertake a number of activities to improve our business, so that we can 
deliver the best results for stakeholders, including:  
 

 End-to-end process and data reviews to ensure the most efficient and effective 
processing and excellence in customer service;  

 Further improve time recording (and capturing costs) to ensure we are efficient in our 
work and we are able to allocate all costs appropriately under the principle of polluter 
pays;  
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 A feasibility study for a systems upgrade which should provide both greater resilience 
and a lower range of support costs over the lifecycle of an upgrade to be initiated in 
2015/16 onwards;  

 Review of the PhonepayPlus phone system and identification of an improved system 
at lower cost by adopting “cloud” technology;  

 Continue to build and enhance our staff and management capability to ensure we get 
the best support from our people.  

 
Expected outcome: PhonepayPlus continues its efficiency and effectiveness programme 
while ensuring that it remains effective as a regulator and provides excellence in customer 
service. 

 
Business Plan and Budget 2014/15 Consultation 
 
PhonepayPlus issued a public consultation on its Business Plan and Budget 2014/15 on 4 
December 2013, with a closing date for responses of 22 January 2014. Eight responses 
from stakeholders were received and a meeting of the Industry Liaison Panel (ILP) was also 
held to discuss the proposals. 
 
A summary of the responses is set out in Section 2 of this document along with our 
comments on the issues raised; the full stakeholder responses can be found on the 
PhonepayPlus website. The minutes of the ILP business plan & budget meeting can be 
found in Annex C. 
 
Following consideration of the consultation responses and the ILP discussion, 
PhonepayPlus submitted the Business Plan and Budget 2014/15 to Ofcom for approval 
without alteration. Following a period of scrutiny, Ofcom approved the Business Plan and 
Budget in March 2014. 
 
 
The budget 

Total cost of PRS regulation in 2014/15  
 
The total cost of PRS regulation in 2014/15 is expected to be £4,444,645 including VAT. 
This comprises a core levy budget of £4,088,173 including VAT and a Registration Scheme 
budget of £356,472. The total cost of regulation will increase this year by 3.3% in cash terms 
and 0.5% in real terms taking account of inflation (RPI).  
 
As summarised in Section 2, responses from the majority of stakeholders to the Business 
Plan and Budget 2014/15 Consultation understood the reason for the small budget increase. 

Full responses to the consultation can be seen on our website: www.phonepayplus.org.uk. 
As will be seen some respondents were more accepting than others of the reason for some 
budget increases. 
 
The cost of each area of activity is broken down in the figure below.  

 

http://www.phonepayplus.org.uk/
http://www.phonepayplus.org.uk/
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Figure 1. 

Industry levy  

PhonepayPlus has a responsibility to the industry and consumers to provide effective 

regulation. As described earlier we have reduced our budget in real terms by 24.5% over the 

last three years, but a continued reduction is unsustainable in the face of high levels of 

complaints and increased legal action. Therefore, PhonepayPlus’ adjusted levy for 2014/15 

will rise to 0.45% from 1 April 2014.  

This adjusted levy applies to all outpayments payable by Network operators to providers in 

respect of revenue generated by PRS. The PhonepayPlus levy is calculated as a proportion 

of every outpayment to ensure that PhonepayPlus continues to receive adequate funding to 

carry out its activities, as required by Section 121 of the Communications Act 2003. The 

budget for levy-funded activity does not include the costs of administering the Registration 

Scheme, as this is funded separately through registration fees. The registration fees and 

structure have also been confirmed for 2014/15 and are detailed in a later section. 

The first graph below shows changes in the core levy budget in actual and real terms since 

2007. It shows that on a like-for-like basis (i.e. excluding the impact of VAT changes), 

PhonepayPlus has reduced its core budget by around 25% in real terms since 2010/11. 
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Figure 2. 

Figure 3 below shows changes in the non-adjusted and adjusted levy rates over the same 

period. 

Figure 3. 
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This non-adjusted rate would be the levy PhonepayPlus would need to raise if it did not 

receive any other income (such as fines, administration charges or bank interest). The 

decline in the market has significantly contributed to the rise in the non-adjusted levy. The 

adjusted rate is the amount PhonepayPlus is required to levy once the costs of regulation 

are offset by other income. A number of factors contribute to the calculation of the actual rate 

levied. Further information on how the PhonepayPlus levy is calculated can be found in our 

Business Plan and Budget 2014/15 Consultation.  

Registration Scheme  

Registration is mandatory for most providers operating in the premium rate market and sits 

alongside the Code of Practice. The benefits of the Registration Scheme to PhonepayPlus 

and the industry include: providing transparency of the market, assistance in DDRAC, easy 

access for consumers to customer care arrangements. 

The cost of the Scheme for the year 2014/15 is £356,472 (a decrease of 2.2%), which 

consists of the depreciation costs for the development and build of the system and ongoing 

operational costs associated with the support and operation of the Scheme. These costs are 

recovered by means of a registration fee which is paid annually by all those providers 

registered on the Scheme except for those who are eligible for an exemption. 

The registration fee for 2014 will rise, as forecast in the Business Plan and Budget 2013/14, 

to £150 plus VAT. The calculations for the increase are based on levels of registrants and 

the split between those who pay and those who are exempt from charges remaining in the 

same proportion. Our assumptions about the number of registrants and the split between 

those who pay and those who are exempt remains broadly on track. We will continue to 

support both charities and new entrants in bringing innovation to the market with an 

exemption. We do not therefore propose to amend the fee structure and the levels of 

exemption in place for 2014/15. 

PhonepayPlus is committed to reviewing the level of the fee and the exemption criteria 

annually. Our objectives here are to ensure the fee is set at a level which recoups the build 

and operational costs of the Registration Scheme and is fair and equitable to all by keeping 

costs as low as possible for the majority of providers whilst also looking to ensure barriers 

into the market are as low as possible for new entrants and charities. 
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2. SUMMARY OF RESPONSES TO THE CONSULTATION 

We received eight formal responses to the consultation on the PhonepayPlus Business Plan 

and Budget for 2014/15. All responses are published in full on our website. 

Q1. As we commence the review of our next three-year plan, do you have any 

comments or suggestions about the strategic priorities that PhonepayPlus should 

focus on over the next three years? 

AIME: PhonepayPlus’ priorities should be establishing the causes of increase in costs and 

how to reshape its budget so that the regulatory costs to industry will not increase year on 

year, while the industry declines. 

Action4: PhonepayPlus should look to regulate all parties in the value-chain including affiliate 

marketers. 

BT: Agrees with the strategic priorities as suggested. 

Communications Consumer Panel (CCP): Broadly supports the strategic priorities. 

PhonepayPlus must ensure it has the expertise to ensure policy is founded on robust 

understanding and evidence. 

Federation of Communications Services (FCS): PhonepayPlus’ experience in over-the-top 

application fraud, and other scams which may involve several different technologies, 

provides a valuable industry resource that should be widely recognised and fully deployed in 

the context of the war on cybercrime. 

Mobjizz: PhonepayPlus should focus on re-engaging with industry and ensure that its 

actions are proportionate. 

TNUK: Continues to be concerned about the funding model and reiterates opposition to the 

flat levy.  

Vodafone: Supports the three principles suggested but emphasises that regulation should 

not be a barrier to investment. 

PhonepayPlus response: PhonepayPlus welcomes the broad support for the three strategic 

priorities set out in the consultation. We agree with the need to ensure that we remain an 

effective, efficient and proportionate regulator and these principles are built in to the values 

and objectives we are setting out in our strategic plan for 2014-17.More specific budget and 

funding issues are addressed in Questions 4 and 5. PhonepayPlus notes the proposal that 

we should regulate affiliate marketers. However, this is not possible under current legislation, 

as affiliate marketers do not fall within the definition of a premium rate service provider as set 

out in the Communications Act 2003. 

Q2. Do you agree with our assessment of the current and future direction of the 

market? 

AIME: PhonepayPlus may underestimate the decline in revenues during 2013/14 and the 

predicted revenues in 2014/15 and may have a need to call on reserves, absent a review of 

the proposed budget. 
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Action4: Agrees with the assessment and support a review of the role of affiliates. 

BT: Agrees with the assessment. The growing range of payment mechanisms and regulatory 

bodies means that PhonepayPlus needs to work to ensure clarity and consistency of 

regulation in the UK and Europe. 

Mobjizz: Agrees with the assessment.  

Vodafone: Agrees with the assessment. 

PhonepayPlus response: There is broad agreement regarding the direction of the market. 

The predicted revenues for 2014/15 are a forecast and will always be uncertain in a rapidly 

changing market. However, we have confidence in our assessment which is based on 

cautious assumptions. We are therefore satisfied that the levy we have set for 2014/15 of 

0.45% will be sufficient to cover our costs. PhonepayPlus welcomes support to improve 

consistency of regulation for all similar payment mechanisms in a converging digital market. 

As set out in our forthcoming strategic plan for 2014-17, we consider that similar services 

should not be regulated differently purely because of the payment mechanism used, as this 

leads to inconsistent protection for consumers and creates incentives for providers to choose 

particular payment mechanisms to gain a regulatory advantage.  

Q3. Do you agree with our proposed priorities and work plans for 2014/15? If not, why 

not? 

AIME: Approves PhonepayPlus supporting consumers but raises concerns about rising 

costs in a declining market and requests further dialogue. AIME suggests that PhonepayPlus 

carries out a series of reviews or audits looking in to cost-drivers in areas of regulation. They 

also propose that PhonepayPlus could raise revenue by charging for some services, which 

could then offset the general cost of regulation. 

Action4: Agrees with the desire to work alongside industry and suggests that affiliates should 

be bought into regulation. Action4 supports work on DDRAC but is concerned about the 

increase in calls to PhonepayPlus despite Number Checker. 

BT: Agrees with the priorities – particularly the desire to encourage compliant digital 

marketing and minimise uncertainty. 

CCP: Welcomes an increase to Consumer Support and the work to improve the consumer 

journey and suggests that PhonepayPlus could benefit from enacting some practices 

adopted by Ofcom. 

FCS: Questions PhonepayPlus’ role to receiving calls directly from consumers and proposes 

an alternative model be investigated, in which PhonepayPlus is only involved at the 

escalation and enforcement stage.  

Mobjizz: Supportive of PhonepayPlus’ plans but more should be done to encourage Level 2 
providers’ DDRAC including early flagging of issues e.g. affiliate problems. Highlights issues 
with Network call centres that need to be addressed. 

TNUK: A review of the funding model should be considered. 

Vodafone: Broad support of the priorities and the Code review. 
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PhonepayPlus response: While there is widespread support for the priorities and work plans 

a number of respondents raise concerns about cost and this is addressed in Question 4. 

While we agree with AIME’s point about tackling the long-term cost drivers of regulation, we 

do not consider that a series of reviews or audits is the best way of doing this, as we do not 

think these are necessary and they would themselves add to regulatory cost. However, we 

will continue to work with industry in tackling the cost drivers of regulation, for example 

around the work we are doing on polluter pays, strengthening compliance and improving the 

consumer journey. Two respondents raised the possibility of PhonepayPlus raising revenue 

outside the levy, for example by charging for compliance advice and analysis that we share 

with other regulators. We are happy to look at potential additional sources of revenue, but 

these must be consistent with our objectives and values as a regulator. We are not 

convinced at this stage of the case for charging for compliance advice or for analysis that we 

share with other regulators. We consider that these are basic services that a regulator 

should provide for free and they also help to promote a more compliant market and greater 

co-operation between regulatory bodies, which is in industry’s interests. While we recognise 

that in many cases consumers can receive redress from providers when something goes 

wrong, it is important that consumers have direct access to the regulator to report potential 

harm. The funding model is addressed in Question 5. Concerns about the consumer journey, 

including consumer contact across the value-chain, are being examined and work is 

underway to resolve these issues jointly with industry. 

Q4. Do you support our proposed resource allocation for 2014/15? If not, why not? 

AIME: Raises concerns that the cost of regulation is rising but supports increased focus on 

Customer Service and Complaint Resolution to identify the root of rising complaints. 

Action4: Requests more detail about how the resource will be used. As PhonepayPlus is not 

a consumer-facing regulator the need for an increase in consumer support is questioned. An 

external auditor should look at how the budgets are set. 

BT: Supports the resource allocation and hopes to see the activities drive more industry 

support and less enforcement and consumer support. 

CCP: PhonepayPlus must be sufficiently funded to operate effectively and provide a high 

standard of service. The CCP supports the increased portion of the budget allocated to 

consumer support but is slightly concerned that industry support sees a greater rise. 

Mobjizz: PhonepayPlus needs more investment in compliance advice. Suggests investment 

in the website and the introduction of a logging system for RFI requests. 

TNUK: All the costs of enforcement activity should be recovered through administration fees, 

including consumer support. TNUK suggests that industry support should be charged, 

potentially through a premium rate line. 

Vodafone: Asserts that regulatory costs should not increase when market is in decline and 

that practices could be automated to drive efficiencies. 

PhonepayPlus response: Cost increases in regulation are never welcome, especially at a 

time when the industry is declining. However, in an environment of rising contacts, enquiries 

and complaints, more litigation and increased complexity of work PhonepayPlus must be 
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resourced properly to remain effective for both consumers and industry. Over the past four 

years PhonepayPlus has reduced its costs by 25% and we consider that a modest budget 

increase just above the rate of inflation is necessary to deal with the pressures that we face. 

Our sense is that industry, while not welcoming a budget increase, understands the reasons 

for it and is not generally opposed to it. PhonepayPlus will work with industry to address the 

underlying cost drivers, through the work we are doing on polluter pays, strengthening 

compliance and improving the consumer journey. We are developing our time recording 

systems to ensure that we fully capture administrative costs in enforcement cases, so that 

these can be recovered. As set out in our Code review update paper, we are also 

considering charging administrative costs for Track 1 cases. 

Q5. Do you agree that the charging model should remain unchanged during 2014/15? 

If not, why not? 

AIME: The charging model will always be questioned while it is felt to be disproportionate to 

the cost drivers, however, there is limited enthusiasm to increase costs by conducting a 

review at this stage. 

Action4: Sees no need to increase Registration Scheme charges.  

BT: Agrees with the proposed model. 

FCS: Is concerned that costs incurred by PhonepayPlus due to shortcomings by a few large 

telephone companies are expected to be borne by the industry as a whole. FCS suggests 

the maximum stakeholders should expect their PhonepayPlus levy contribution to increase 

should be to 2013 levels plus RPI. Any increase above this should be apportioned solely 

among those companies whose customers are responsible for the increased call levels. A 

review of the funding model should be considered. 

Mobjizz: Agrees with the proposed charging model as suggested by PhonepayPlus. 

TNUK: TNUK has concerns about the funding model and the flat levy.  

Vodafone: Supports polluter pays but PhonepayPlus must demonstrate the effect of higher 

fines on rogue providers. 

PhonepayPlus response: We note TNUK’s and FCS’s continuing concern with the flat levy 

funding model. As we set out in last year’s business plan, we are open to considering 

alternative funding models, as long as they would be at least as good as the current model in 

terms of fairness and efficiency. We also explained that in order to proceed with a funding 

review, there would need to be broad (though not necessarily unanimous) industry support 

for this and for funding the cost of a review. Although the FCS and TNUK raise the issue 

again this year, the responses to last year’s consultation did not suggest that there was 

broad industry support for a funding review at this stage. We therefore do not propose to 

take forward a funding review in the coming year. The adjustment to the levy from fine 

income reduces the burden on those who are not found to have caused harm in the market 

and we continue to take robust action to ensure that polluters pay for the harm they have 

caused. To go beyond this and impose costs on providers for the number of calls received 

by the regulator without any finding of wrongdoing would in our view be unfair. The 

Registration Scheme fees were frozen last year but we have needed to increase them this 
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year to ensure that the cost of the Scheme can be re-paid given the current number of 

registrants. However, we are mindful of the need not to create barriers to entry in the market. 

We have therefore kept the increase to a modest amount and we have retained the fee 

exemption for new PRS businesses with less than £10,000 of revenue in their first year as 

well as for charities. 
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ANNEX A: PhonepayPlus Budget 2014/15 – The core budget 

 

  

Budget 
  

Budget 
    % 

  
2014/15 

 
2013/14 

 

Inc. / 
(Dec) Change 

  
Incl. VAT 

 
Incl. VAT 

 
Incl. VAT   

  
£ 

 
£ 

 
£   

Staff   2,563,700  2,421,942  141,758 5.9% 

Communications  114,887  123,765  (8,878) (7.2%) 

External expertise  162,712  170,010  (7,298) (4.3%) 

Legal  126,708  118,440  8,268 7.0% 

Intelligence  180,000  180,000  0 0.0% 

External audit & outsourced 
services 

 17,811  19,997  (2,186) (10.9%) 

Overheads  332,342  331,923  419 0.1% 

Premises  372,762  351,678  21,084 6.0% 

Publications  18,960  12,353  6,607 53.5% 

Telecoms  65,664  62,062  3,602 5.8% 

Website  36,316  36,140  176 0.5% 

Depreciation  96,313  109,195  (12,881) (11.8%) 

             

Total budget funded by Levy  4,088,173  3,937,503  150,670 3.8% 

             

Registration Scheme  356,472  364,346  (7,874) (2.2%) 

             

TOTAL  4,444,645  4,301,849  142,796 3.3% 

 

This expenditure budget is presented in traditional accounting style to allow stakeholders to 

compare the proposed spending in 2014/15 with the previous year. 
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ANNEX B: PhonepayPlus Expense Budget 2014/15 – The Registration Scheme 

 

 

 
Budget 

 
Budget 

 
  % 

 

 

2014/15 
 

2013/14 
 

Inc / 
(Dec) Change 

 

 
£ 

 
£ 

 
£   

Staff   97,103  110,413  (13,309) (12.1%) 

External expertise  10,000  10,000  0 0.0% 

Overheads  101,704  93,621  8,083 8.6% 

Premises  11,451  14,490  (3,039) (21.0%) 

Website  23,560  22,721  839 3.7% 

Depreciation  110,639  110,639  0 0.0% 

             

Total excluding VAT  354,457  361,883  (7,426) (2.1%) 

     

 
  

 
    

Cross-charge VAT impact on 
Registration 

 2,015 

 

2,463  (448) (18.2%) 

     

 
  

 
    

Total including irrecoverable VAT 
impact 

 356,472  364,346  (7,874) (2.2%) 
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ANNEX C: Minutes of the Industry Liaison Panel (ILP) (budget) meeting 17 December 

2013 

NOTES OF THE ILP (BUDGET) MEETING NO 38 HELD ON  

TUESDAY 17 DECEMBER 2013 

 

Present: 

Graham Pottie – BT (Chair of the ILP) 

Geoff Brown – Ofcom 

Shawn Brown – MDA 
Kevin Butcher – representing BBC 
Mark Gracey – representing UKCTA 
Jeremy Hallsworth – PP+ Board and BT Agile Media 
Rory Maguire – H3G, MBG commercial 
Chris Pateman – FCS 
Jeremy Stafford Smith - Vodafone 
 
PhonepayPlus: 
Andrew Pinder (Chair) 
Paul Whiteing (Chief Executive) 
Mark Collins 
Patrick Guthrie 
Jonathan Levack 
Jo Prowse 
Stephanie Ratcliffe (minutes) 
 
Apologies: 
Ann Cook – ITV 
Suzanne Gillies – Action4  
Hugh Griffiths – PP+ Board and Mobile Services 
Hannibal Latuff – BBC 
 

Welcome: 

Graham Pottie welcomed representatives to the meeting and apologies were noted.  

It was noted that the minutes and actions from the previous meeting, held on 15th October, 

would be covered at the next ILP meeting on 18th February 2014.  

1.0   Business Plan and Core Budget 2012/13 

Presentation 

Paul Whiteing presented an overview of the PhonepayPlus business plan and budget for 

2014/15 and explained that the overview sets into context what has already been 

summarised in the budget consultation document.  
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The presentation focused on the context of 2013, key themes and priorities for 2014, an 

overview of the work programme for 2014 and the regulatory budgets and proposed levy and 

registrations fee for 2014/15.  

In response to the increasing technical challenges and market changes in 2014, the 

business plan identifies 4 strategic themes that will run alongside the strategic plan, namely; 

1. Strengthening compliance and enforcement; 
2. Improving consumer’s experience and protecting vulnerable consumers; 
3. Future proofing regulation, preparing for the digital future and tackling increasing 

online security threats and risks; 
4. Enhancing regulatory efficiency and effectiveness through knowledge sharing and 

improvements in efficiency. 
 

These themes will be underpinned by collaboration with stakeholders and working 

programmes will be developed to address issues, in addition to business as usual 

operations.  

Regulatory budget proposals for 2014/15 were noted as follows: 

 The overall budget proposal is £4.444m (incl VAT), which represents a 3.3% 
increase (0.7% in real terms) over 2013/14. 

 The proposed core (levy) budget is £4.088m (incl VAT), which represents a 3.8% 
increase (1.1% increase in real terms) over 2013/14. 

The increase is largely driven by increased transactional costs consequential to increased 

call volume and other transactions with consumers alongside increased legal costs resulting 

from additional casework and litigation by a number of providers. 

Registration fee proposals for 2014/15 

The proposed registration scheme budget is £356K (VAT exempt), which represents a 2.2% 

decrease (4.9% decrease in real terms) over 2013/14. This is largely due to a reduction in 

staff headcount and number of registrants which remain static.  

The proposed registration fee for 2014/15 is £150 + VAT, an increase from £135 + VAT from 

the previous year. Current exemptions will apply and the payback period for the scheme will 

be pushed out beyond 7 years, depending on projections for future registrants. This fee 

increase was announced in last year’s business plan consultation and follows on from a two 

year freeze in registration fees.  

Levy rate for 2014/15 

Following a market decline in the first 2 quarters of 2013/14 and depending on projected 

market decline for 2014/15, the adjusted levy range is between 0.40% and 0.50%. Paul 

Whiteing advised that the exact levy rate will only be determined in March 2014, once there 

is a clearer picture on market size.  

2.0  Discussion  

In discussion, a number of points and proposals were raised: 
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 improved data management throughout the industry and promote cooperation could 
improve efficiency of systems and consider automating certain information/services; 
this has been discussed at ILP and can be revisited 

 consider export opportunities to feed into regulators outside the UK, which may 
educate EU states on PRS regulation within the UK; 

 consider opportunities to expand the remit of the organisation into other areas and 
thus provide a wider income base, thus enabling the core costs to be spread over a 
wider pool of entities, thus reducing costs to the PRS sector;  

 review further efficiencies to drive down costs and encourage further engagement 
with the industry; 

 continue improvements in efficient customer care handling and understanding the 
consumer journey and continue to focus on preventative measures to lower customer 
care issues and the cost of regulation; 

 analyse the increased trend in oral hearings and what preventative measures can be 
taken to minimise the increased cost; 

 improve our understanding of children’s usage of parental products with the 
assistance of mobile network operators and Ofcom. Revisit and explore the impact 
and opportunities of parental responsibility in educating children. Consider the 
possibility of widening the scope of guidance and protection for parents on digital 
education to handset manufactures.  
 

The ILP noted that PhonepayPlus are keen to encourage collaboration with the industry to 

improve efficiency, processes and the customer care journey, in particular to ensure equality 

of regulation is maintained during the changes taking place in the digital future. 

3.0    Conclusion 

The ILP broadly supported the proposed business plan and budget for 2014/15 taking into 

consideration the above points. The ILP agreed the need to ensure the outcome of all 

regulation is an equality of treatment. 

The timescale of the consultation was noted and that responses must be received by 22nd 

January 2014. 

The Chairman thanked the ILP for their contributions and engagement over the year and 

wished everyone a happy Christmas. 


