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PhonepayPlus is the organisation that regulates phone-paid
services in the UK – the goods and services that we can buy
by charging the cost to our phone bills and pre-pay phone
accounts. We provide advice, information and protection for
consumers; and support, licensing and enforcement for
businesses. Our Code of Practice sets appropriate standards
for the promotion, content and overall operation of services,
whether delivered by phone, fax, PC or interactive television.
Implementing clear & transparent pricing. Steering clear of
harm & offence. Offering customer service & arranging
refunds where necessary. Stamping out misleading &
unsolicited promotions. All this breeds trust & confidence,
which in turn creates profit & reward. Which is good for
business & consumers, regulator & government. Trust
means a happy customer & healthy market.
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£1.07bn -10%
*

The size of the 2007/8 phone-paid
services market.

*

Decrease in the amount of public spend
in the phone-paid services market from
2006/7 to 2007/8.

Nicola Robbins, Chair of the Industry Liaison Panel.
* Based on network return figures submitted to PhonepayPlus.

Sir Alistair Graham. Chairman.
Pre-empt, Prevent & Protect.

“Only by working
together to build trust
among consumers will
we see a growing,
sustainable, vibrant
market for phone-paid
services.”

This year marked the
beginning of a journey.
In October 2007, we published a three year
plan outlining our vision of a market where
consumers can engage with phone-paid
services with absolute confidence. It sets out
a number of objectives which we are well on
track to meet.
We signed a new Framework Agreement
with Ofcom, the statutory regulator for which
we carry out day-to-day policy development
and enforcement activity. I am delighted by
the new arrangement. We now benefit from
a closer, more tightly defined relationship
with our colleagues along the Thames.
Greater collaboration in research is but one
of the many fruits of our joint labours.
We created a new name – PhonepayPlus –
that has real meaning for the public, and one
that is already beginning to build a greater
awareness and understanding of what we do.
A new Code Compliance Panel will allow the
Board to focus on strategic business and
ensure increased efficiency and consistency
in adjudications. An updated Sanctions
Guide explains the approach the Panel will
take when setting fines and other sanctions.
We changed the way we operate as a
business. The focus now is on pre-empting
and preventing bad practice before it has a
chance to harm consumers. This means
helping and advising companies before the
service hits the market, or an ad hits the
newsstand.

Unfortunately, we’ll never be able to prevent
all problems. Where services do fall foul of
our regulations we step in quickly and
decisively to protect consumers. In 2007/8,
we issued £2,072,820 in fines and barred
49 services in full, or with service restrictions.
This was done more in sorrow than in anger,
but where there is evidence of real,
sustained and even premeditated consumer
harm, we do not and will not hesitate to take
firm action, often by barring the service from
operating even as we begin to investigate it.
These Emergency Procedures are an
essential part of our regulatory armoury. We
launched thirteen such enquiries in 2007/8
which led to fines of more than £280,000.
For example, in February 2008 we
adjudicated on a service called ‘Call 4 Cash’,
a nationwide mailshot prize competition.
Recipients, including consumers that had
purposefully had their details removed from
marketing databases, were instructed to
call a premium rate number to claim their
prize. If they wanted to make sure they
would not receive similar promotions in the
future, they were told to call another
premium rate number.
The fact that consumers had to pay to
remove their details from lists that they
should not have been on in the first place
was clearly intolerable and had to be
addressed immediately. The investigation
resulted in a fine of £35,000 and a bar on
the service.

We continue to work with Ofcom on its
review of the scope of regulation in this
market. Later this year we expect, for the
first time, to welcome services on the 0871
number range to our regulatory domain. New
technologies will emerge, unannounced and
exciting, that demand our attention.
And so our journey continues.The acid test
of whether these changes have borne fruit
will be the extent to which they have
resulted in a measurable increase in trust
and confidence in phone-paid services. It is
a challenge for us and for industry, and one I
look forward to meeting.

Since the relaunch of the our Industry
Support team’s compliance advice service in
October 2007, we have seen a five-fold
increase in the number of queries that they
were dealing with in the first half of the year.
I’m simply delighted at the very apparent
success of this service.
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10,463 10%
Total number of complaints in 2007/8

Increase in complaints from 2006/7 to
2007/8.
Service provider.

George Kidd. Chief Executive.
Trust & Reward.
What is regulation, if not a
question of trust? Consumers
trust us to protect them from
harm and, when things do go
wrong, to deal appropriately
with the offenders.
Companies trust us to create
an environment which
rewards innovation and sees
responsible businesses thrive.
This year was in many respects a year of
profound change. For us; with a new name,
the creation and success of an industry
compliance team, a new Code Compliance
Panel and a new relationship with Ofcom
born, in part, out of unique events in the
Participation TV market.
For consumers; with ever-increasing access
to high-capability phones, digital TV and
broadband, and to a growing range of
phone-paid services ranging from charitable
giving to social networking and dating. It has
been a year in which their confidence in
services generally was damaged by the
furore around participation and quiz services.
For the industry, too. New services, new
regulation – notably in Participation TV and
perhaps on 0871, new competition and new
challenges. Nowhere is this sense of change
more pronounced than in the shift of
emphasis from landline to mobile services
that is evident from the data in this report.

04 2007/8
ANNUAL REPORT

“I wouldn’t buy from
any business I don’t
trust. Why should I
expect our customers
to be any different?”

Throughout, though, our mission remains
constant. To build trust among consumers
so they can use phone-paid services with
absolute confidence. To build trust among
businesses that our regulations are justified,
proportionate and evidence-based and will
be enforced in this same manner. To build
trust among all stakeholders that we have
the necessary vision, tools and personnel to
do the job we have been given.
We have constantly sought innovative ways
to help consumers and businesses cope with
these changes. Our online number checker is
more popular than ever, with over one million
checks over the course of the year. We
wanted to bring this service to more people,
however. That’s why we launched SMSus,
which allows mobile phone users to check
premium rate numbers and shortcodes on
the move, for free. We hope that this will be of
help to all pre-pay customers who do not get
billing information, and especially to younger
people who are more inclined to texting and
instant messaging.
We also created a new Sanctions Guide
which explains the aggravating and
mitigating factors which will determine the
level of fines and other deterrents imposed
on those providers adjudged to have fallen
foul of the Code of Practice.
This is important, because we don’t want to
carry on imposing the same fines on the
same companies for the same offences. We
want to address at source the causes of
consumer harm. Our approach to sanctions
should support this. Sometimes tough fines
are needed and will be applied. But we want
to change behaviours and build a culture of
compliance. This means a strategic – not
transactional – approach to enforcement.

This year saw phone-paid services on the
front page of every newspaper, and not
always for the right reason. Our case officers
investigated 10,463 complaints from
members of the public in 2007/8, a 10%
increase over last year.
There is no doubt that phone-payment has
come of age, but we have to learn from past
mistakes and concentrate on what providers
do best: provide valuable, responsible
services that millions can enjoy without fear
or worry.
I sincerely believe the future is full of
opportunity. For us to truly realise the
potential of phone-paid services, however,
we must first work together to answer the
question of trust.

69%

26%

The percentage of UK adults who have
not used a phone-paid service who cited
a reason for not doing so was because
they had no interest in them.

The percentage of UK adults who have
not used a phone-paid service who cited
a reason for not doing so was because
they had no trust in them.

*

11-year-old TV voter.

*

* Taken from ‘PhonepayPlus – Phone-paid services: today
and tomorrow’ – a 2007 report by Fathom Partners for
PhonepayPlus

Market Research.
Today & Tomorrow.

“I love voting on X-Factor,
I’d Do Anything, I’m a
Celebrity and shows like
that. That’s good!”

In 2007, PhonepayPlus commissioned its
largest ever piece of research† on the
phone-paid services market. The aim of the
study was to help PhonepayPlus, as well as
current and prospective industry
participants, to better understand the sector
and guide PhonepayPlus’ priorities.
The research explored the current market
and its size and structure, and also looked
at future drivers and inhibitors of growth.
A mature market or a dynamic market?
It depends which sector you’re looking at.

• In 2007, the public spent an estimated
£1,082 billion ‡ on phone-paid services.
– The annual public spend has been over
£1 billion for four years now, and in the
years prior to that was growing at a rate
of nearly 30% per year.
• Over 18 million adults in the UK used a
phone-paid service in the six month
period prior to the survey (38% of the
adult population).
– 61% of phone-paid service customers
only used a service once or twice in that
period.
– However, some types of service attract a
lot of repeat use; in particular gambling
services, where nearly 50% of users do
so once a month or more.
• The use of premium rate text messages to
pay for services is now as used widely as
voice call payment (45% each of premium
rate use), but its users are younger. This
indicates a shift away from premium rate
voice calls on landlines and establishes
mobile as a key platform for phone-paid
services.

Innovation
A market at the cutting edge of applying
innovation, nearly half of it is mobile-based,
and mobile products/services are the
greatest drivers of the market’s growth.

• Phone-paid services are at the forefront of
changes in consumer trends that have
been brought about by convergence.
– For example, consumers can make
phone-paid micro-payments for goods
and services, interact with TV
broadcasts, or with mobile/web based
social networking sites.
• The attractiveness, spontaneity and
ubiquity of premium SMS is helping to
ensure that phone-payment will remain a
strong payment mechanism for some
time yet.
– Emerging markets are utilising it as a
payment mechanism. For example,
charities see this as a way of reaching
new “markets” for donations.

• Beyond this, usage decreases by age
category to a low of 30% of those 65 and
over.
• Not surprisingly, the type of services that
people use is related to their age.
– Voting for/against contestants in TV
shows and entering competitions and
quizzes are most popular with those in
the 25-34 age group (with 30% of this
group having participated).
– Information services on landlines are
more likely to be used by older people
(41% of phone-paid service users aged
65+ as opposed to 29% of phone-paid
service users aged 18-24).

PHONE-PAID SERVICES MARKET:
PUBLIC SPEND BY SECTOR^

Consumers
Which types of consumers actually use
phone-paid services?

23
33

• Usage of landline services is more
prevalent with older age groups, whereas
young people are more likely to use
services via their mobile.
• The use of phone-paid services is highest
among young people. 46% of 25-34 year
olds had used a service in the six months
prior to the survey (only slightly higher than
the 44% of 18-24 year-olds who had
done so).

44

Mobile
Landline
Directory enquiries
^

†

“PhonepayPlus – Phone-paid services: today and tomorrow”
is a report written by ?Whatif! Digital (formerly Fathom
Partners) for PhonepayPlus. It was published in February
2007 and is available on the PhonepayPlus website.

‡

Total market size for 2007/8: £1.07billion based on network
returns submitted to PhonepayPlus

This varies slightly from the figure of £1.07 billion , quoted
elsewhere in this report, that is taken from Network
Operator returns filed to PhonepayPlus.
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108%
Increase in mobile-related complaints
from 2006/7 to 2007/8.

Mobile.
Spontaneity & Innovation.
Premium rate mobile services, such as
ringtones, downloads and competitions,
operate on five and six-digit text
shortcode numbers and cost anything
from 10 pence to £10 per text message.

2007/8 was the first time that mobile
complaints outweighed landline complaints,
with mobile accounting for 77% of all
complaints in 2007/8 as opposed to 41%
the year before.

Because of the ubiquity of mobile phones
and the availability of a wider range of mobile
services, the industry expects landline
services to continue to decline ◊.

In the first three months of 2008 alone,
PhonepayPlus received more than 4,500
complaints related to mobile. This equates to
80% of all complaints received, a 40%
increase on mobile related complaints over a
similar period last year.

Popular activities such as social networking
and charitable donations have been adapted
for phone-paid use on mobiles, joining
established services such as ringtones,
games and other downloads. Innovative new
ideas, such as location-based services, are
beginning to gather momentum.

This is why we have decided to review the
mobile premium content services market.
We have announced proposals, along with
evidence of any problems affecting
consumers, alongside the publication of this
Annual Report.
◊

Taken from ‘PhonepayPlus – Phone-paid services: today
and tomorrow’ – a 2007 report by Fathom Partners for
PhonepayPlus

TOP REASONS FOR COMPLAINT
Complaint Reason

Total %

Subscription Dispute
4,125 (51%)
Other e.g. Unclear Pricing or Misleading Promotion 1,075 (13%)
Unsolicited Promotional Text
972 (12%)
STOP Not Working
716 (9%)

There are clear rules in place to prevent
consumer harm in all sectors of the phonepaid services market. However, it is important
that any issues relating to mobile are resolved
on a strategic basis, complementing our dayto-day enforcement activity.

PUBLIC SPEND IN THE MOBILE SECTOR
YEAR-ON-YEAR*

MOBILE COMPLAINTS: THREE YEAR TREND†

MOBILE COMPLAINT TREND: 2007/2008†
TOTAL 8,010

£500,000,000

10,000

2,500

£464,166,600
£400,000,000

9,000
8,000

£416,985,607

2,000

8,344 ‡

77

8,010

7,000
£300,000,000

MOBILE COMPLAINTS
VS REMAINING MARKET

1,500

6,000
5,000

£200,000,000

3,853

3,000
£100,000,000

23

1,000

4,000

500

2,000
1,000

2006/7

2007/8

* Figures are based on network return figures submitted to

2005/6

2007/8

In February 2008 we revised our methodology for recording
complaints to capture in a more complete way all concerns
relating to phone-paid services. With the exception of
February and March 2008 the data provided here was
recorded using the previous method.

‡

2005/06 saw the introduction of a number of high profile
ringtone subscription services which caused significant
harm to consumers. PhonepayPlus worked with the
industry to address these complaints which led to a
reduction in the following year.

PhonepayPlus
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-55%
Decrease in complaints about landline
services from 2006/7 to 2007/8.

Landline.
Tried & Tested.
Premium rate landline services, such as
technical support helplines, competitions
and live chat services, operate on
09 numbers and cost between 10p and
£1.50 per call or per minute.

PUBLIC SPEND IN THE LANDLINE SECTOR
YEAR-ON-YEAR*

TOP 5 NUMBERS CHECKED

£600,000,000

Landline services were the first and only
available premium rate services in 1986
when the industry began. However, in recent
years, the popularity and ubiquity of the
mobile phone has seen increasing
substitution of mobile for fixed line use.

£500,000,000

2007/8 saw a dramatic decrease in the
number of complaints about landline
services. Total complaints numbers for
2007/8 were 2,208 – down from 4,920
in 2006/7.

0901 655 0001
0901 767 5091/2
0905 856 0424
0905 856 0424
0904 251 0100

£200,000,000

Number

£559,300,520

£400,000,000
£354,880,988

£300,000,000

No. of checks

Children’s interactive competition (Sky)
Amstrad home email system
Interactive TV red button service
‘Make Your Play’ competition line (ITV)
TV auction show (Bid-Up TV)

27,240
18,616
10,382
7,451
6,255

£100,000,000

2006/7

2007/8

* Figures are based on network return figures submitted to
PhonepayPlus.

LANDLINE COMPLAINT TREND: 2007/2008†
TOTAL 2,208

LANDLINES COMPLAINTS:
THREE YEAR TREND†

350

12,000

300

10,000

LANDLINE COMPLAINTS
VS REMAINING MARKET

21

10,413

250

8,000
200

6,000
150

4,920

4,000

79

100

2,000
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2,208
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†
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Landline
Remaining Market

In February 2008 we revised our methodology for recording complaints to capture in a more complete way all concerns relating
to phone-paid services. With the exception of February and March 2008 the data provided here was recorded using the
previous method.
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0

0.4%

30

There were no formal investigations into
directory enquiry services in 2007/8.

Proportion of all complaints that related
to Directory Enquiries in 2007/8.

The number of Broadcast PRS prior
permissions applications submitted
since the regime began in February.

Directory Enquiries.
Phone & Check.

Participation TV.
Viewers & Consumers.

Directory enquiry (or DQ) services,
which enable users to find the contact
details of people or organisations, begin
with the numbers 118 and vary in cost
by company and the service the user
requires.

It would not do justice to a small forest
of press cuttings to say that the
television industry has seen better years.
“TV’s annus horribilis” was how one
prominent broadcaster put it.

Directory enquiries are worth approximately
£249 million of an estimated £1.07 billion
market in 2007. Complaints in this area are
the lowest of all sectors.
In 2007/8, PhonepayPlus received only
41 complaints about DQ services – this
represents less than 1% of total complaints.
There were no formal investigations into
DQ providers during adjudications during
the year.

PUBLIC SPEND IN THE DQ SECTOR
YEAR-ON-YEAR*
£250,000,000
£249,473,315
£200,000,000

For this was the year in which many
broadcasters were found to have misled
viewers and, in some cases, benefited to the
tune of tens of millions of pounds over a
number of years.

£212,431,145

£150,000,000

£50,000,000

Both Ofcom, which regulates the broadcast
industry and PhonepayPlus, responsible for
premium service providers, carried out a
number of investigations resulting in fines of
several million pounds.

* Figures are based on network return figures submitted to

Broadcasters issued refunds and apologised
to their viewers, belatedly recognising that
since the introduction of PRS in television
programmes they owed a duty of care to
individual consumers and not just to viewers.

£100,000,000

2006/7
PhonepayPlus.

2007/8

DQ COMPLAINTS: THREE YEAR TREND†
80
70

In March 2007, PhonepayPlus met with
broadcasters to discuss the allegations that
had been made about them. Soon after,
Ofcom commissioned a full enquiry to
establish whether there were systemic causes
of this widespread failure of compliance.

60
61
57

50

Some argued that trust in the major
broadcasters had fallen to an all-time low
and all concerned were keen to find out
precisely what had gone wrong and why.

40
41
30
20

In February 2008, Ofcom announced that it
would amend TV broadcasting licences to
make broadcasters directly accountable for
PRS in programmes and introduce
verification requirements where PRS is used.

In the meantime, several broadcasters
conducted independent investigations to
discover the causes and effects of the harm
that had been done to their viewers, or
customers as they had now become.
After consulting the industry, PhonepayPlus
decided to implement a prior permissions
regime applicable to all service providers that
wanted to partner with broadcasters.
Prior permission must be sought just once
and will allow any and all broadcast PRS
services offered by that provider.

However, broadcasters rely on service
provider partners to help deliver on their
pledge to viewers. The prior permissions
regime gives PhonepayPlus the ability to bar
a provider from operating these services if
there is any further and serious wrongdoing.
New and tougher arrangements are now in
place. How long it takes to regain the trust in
broadcast services that was lost this year
remains to be seen.

Broadcasters are now ultimately responsible
for premium rate services on their
programmes, and Ofcom will take the lead
in ensuring that viewers are protected.

10

2005/6
†
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2006/7

2007/8

In February 2008 we revised our methodology for recording
complaints to capture in a more complete way all concerns
relating to phone-paid services. With the exception of
February and March 2008 the data provided here was
recorded using the previous method.
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87,049
The number of checks on 087 numbers
done on the online number checker in
2007/8.
Service provider.

0871.
Educate & Protect.
0871 numbers are used for a range of
services including financial services,
ticket bookings, road traffic advice and
customer service hotlines. BT
customers are generally charged
between five and 10 pence per minute,
although other networks, particularly
mobiles, charge more.

In April 2006, following a policy review,
Ofcom announced measures to improve
price transparency and strengthen consumer
protection on the 087 number ranges.
As part of this, it proposed to extend
PhonepayPlus’ remit to include calls made
to 0871 numbers.
In November 2007, PhonepayPlus
announced its intention to apply a modified
version of the existing requirements of its
Code of Practice to services offered on 0871
numbers. This will benefit both industry and
consumers by boosting consumer
confidence whilst acknowledging that
services on 0871 numbers differ somewhat
from the phone-paid services that
PhonepayPlus traditionally regulates.
In summary, the proposals include:

• Consumers must be better informed of
the price of a call prior to incurring any
charge.
• Consumers should be provided with
information regarding their expected wait
times to allow them to decide whether to
continue to hold or not, especially during
peak and busy periods.
• Promotions or services must not mislead
or take unfair advantage of consumers.
• Consumers will be able to complain to
PhonepayPlus and non-compliant
providers will be brought to account where
there is evidence of wrongdoing.

The proposals will protect consumers by
making sure they know in advance what
they will pay if they call an 0871 number.
By preventing unscrupulous services
legitimate providers will be protected from
consumer mistrust.
In May 2008, Ofcom published a detailed
consultation on its proposal to extend
premium rate services regulation to the 0871
range. This finished in June and we expect a
statement from Ofcom in early Autumn.
Ofcom has proposed that providers should
have three months to prepare for the new
regulations following publication of its policy
statement. During this period and beyond,
PhonepayPlus will work closely with service
providers and others to ensure a smooth
transition to the new regulatory regime.
During the Autumn we intend to hold a series
of workshops which will iron out any issues
around implementation of compliance
measures. We will use the transition phase to
monitor 0871 services and provide guidance
to providers in the form of Help Notes and
more informal feedback ahead of the formal
introduction of the new regulations.
Our Industry Support team will, as ever, be
on hand to answer any questions providers
may have on how the Code of Practice will
apply to the new number range.
The phone-paid services industry must
continue to develop public trust in its services.
We intend to build on our success in
regulating the phone-paid services industry
and establish a regulatory framework that is of
benefit to both consumers and business.
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“The few bad apples
must not undermine
the phone-paid market.
Providers recognise
that a long-term
successful market
depends on informed
consumers enjoying
freedom of choice.”

2,308 5x

60%

The number of compliance advice queries
the Industry Support Team has dealt with
since October 2007.

Increase in the number of visitors to
phonepayplus.org.uk (over 2.5million
in total) from 2006/7 to 2007/8.

Increase in compliance advice queries
handled by PhonepayPlus in the second
half of 2007/8.

Supporting Industry.
Co-operate & Collaborate.
Industry Liaison Panel

The ILP’s current membership is:

The PhonepayPlus Industry Support
Team seeks to build trust by preempting and preventing compliance
issues before they become a problem
for consumers. It does this by providing
guidance to all companies involved in
providing phone-paid services.

The Industry Liaison Panel is another
way that PhonepayPlus shows its
commitment to working with industry
colleagues. Set up in 2006, the ILP
comprises representatives from all areas
of the phone-paid services market.
It meets on a quarterly basis to advise
PhonepayPlus on commercial and
technical developments and offers ideas
on improving consumer protection
measures.

Nicola Robbins (ILP Chair) BT

The group also advises on changes to the
PhonepayPlus Code of Practice and is
invited to review and comment on the
regulator’s proposed budget. In addition, the
ILP plays an important role in developing
best practice for industry, For example, it
recently provided advice to network
operators looking to carry out due diligence
on potential service provider partners.

Roy Ellyatt Association for Interactive
Media & Entertainment (previously Network
for Online Commerce)

The team provides free advice and support
to all kinds of companies, from service
providers and mobile aggregators to thirdparty content providers; from networks
carrying services to media owners booking
advertising materials.
The team is also responsible for day-to-day
industry relations and deals with applications
for prior permission.

The majority of ILP members are drawn
from the many trade associations that
operate across premium rate in both the
fixed and mobile sectors, representing both
service providers and networks.
It also includes a representative from BT due
to the network’s unique position in the UK
telecommunications industry. Given the
growing importance of broadcast PRS
opportunities, the membership has recently
been extended to include businesses such
as ITV and Endemol.
During 2007/8, the ILP gave advice and
support on a variety of issues including the
rebrand of ICSTIS, pricing transparency and
the participation TV prior permissions regime.

Martin Ballard Mobile Data Association
Suhail Bhat Mobile Entertainment Forum

PhonepayPlus strives to be
accessible to all stakeholders
– be it consumers, members
of the industry, other
regulators or the media.

Jacqui Brookes Federation of
Communication Services
Ann Cook ITV
Peter Cowley Endemol UK
Robert Dirskovski Direct Marketing
Association

One of the most important ways it does this
is through its website –
www.phonepayplus.org.uk. It hosts the
PhonepayPlus number checker, an online
complaint form and FAQs for consumers.
It also has an interactive Code of Practice,
Help Notes, consultation documents and an
online service provider registration form to
help businesses. The Latest News section
ensures that all interested parties are kept
up-to-date with PhonepayPlus’ latest
notices and initiatives.
In February 2008, PhonepayPlus began
revamping its website – starting with the
consumer area – to improve ease-of-use.
It has recently updated its section for
businesses and will continue to improve its
online resources, with a particular emphasis
on greater interactivity.

Suzanne Gillies Premium Rate Assocation
Mark Gracey UK Competitive
Telecommunications Association

The success of the online number checker
inspired PhonepayPlus to launch a new text
message-based version of this service in
January 2008. SMSus allows users to text a
premium rate number or shortcode - free of
charge - to 76787 (S-M-S-u-s) to receive
information on the provider and cost of the
service associated with the number.
Users are also advised how to find out
more or, if necessary, make a complaint
about the service.
Last but not least, the PhonepayPlus
Contact Centre plays an important role in
educating consumers and processing
complaints. It fielded 61,444 calls in 2007/8.

Anne Hoitink Ofcom
Hamish MacLeod Mobile Broadband
Group
Tony Maher Telecommunication UK
Fraud Forum

All COMPLAINTS: THREE YEAR TREND*

COMPLAINT SOURCE: WEB VS PHONE
VS GENERAL CORRESPONDENCE*

NUMBER CHECKER TREND

20,000

2,500

150,0000

2,000

120,0000

1,500

90,0000

1,000

60,0000

500

30,0000

Iain McCallum O2
Michael Taylor Internet Telephony Service
Providers’ Association

19,591
15,000

10,000
10,463
9,435
5,000

2005/6

2006/7

2007/8

* In February 2008 we revised our methodology for recording

16 2007/8
ANNUAL REPORT

Checks made on the PhonepayPlus online number checker
in 2007/8.

Supporting Consumers.
Open & Approachable.

Industry Support Team

In October, the team was expanded to
include more multi-skilled staff who draw
experience from right across the
organisation. The relaunch was a significant
success. In fact, in the last six months of the
year, the team dealt with more than five
times the number of queries compared to
the first half of the year, and demand for the
service continues to grow.

1.2m

Over

complaints to capture in a more complete way all concerns
relating to phone-paid services. With the exception of
February and March 2008 the data provided here was
recorded using the previous method.

Apr M J
’07
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Correspondence
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60%

*

The percentage of phone-paid service
customers that only used a service once
or twice.
Scratchcard user, mid-fifties.
* Taken from ‘PhonepayPlus – Phone-paid services: today
and tomorrow’ – a 2007 report by Fathom Partners for
PhonepayPlus

The Consumer Experience.
Mistrust & Missed Opportunities.

“I have to carry my
magnifying glass and a
dictionary to read the
terms and conditions.”

Towards the end of the year we carried
out research† to find out the consumer’s
experience of phone-paid services. We
spoke to people from every age group,
from every social demographic and from
all parts of the UK. The results, as you’d
expect, paint a diverse picture. There are
though, a number of themes that emerge.
Time and time again, consumers spoke of a
disparity between what they expected and
what they got. This was most pronounced in
relation to the total price that they expected
to pay for the product or service.
Users claimed to be confused by many
aspects of the services they bought. Here is
some of the main feedback:
Terms and conditions (Ts & Cs) were
deemed over-complicated.

• They seemed in some cases to be
deliberately written and laid out in such a
way as to confuse the reader.
• They were often too wordy, too long and
too full of jargon to be easy to understand.

Adverts, text messages and other
promotions were seen to be misleading.

• The word ‘free’, and other similar words
that suggest a free product and service
were often misused.
• Competitions often indicated the player
had won one of the main prizes, when in
fact they had only been entered into a
draw for the chance to win one.
• In the case of ringtones and other
downloads, customers often thought they
were buying a one-off product. Some time
later they would discover they had been
entered into a regular subscription service.
Pricing was often said to be unclear, with
descriptions and structures they felt were
designed to confuse.

It stands to reason that such experiences
had an effect on consumer confidence in
engaging with phone-paid services. This in
turn discouraged consumers from using the
services again. This is borne out in Fathom’s
research which suggests that more than
60% of users bought just one or two
services, and didn’t go back.
Conversely, the majority of consumers we
spoke to said that if they trusted phone-paid
services, they would definitely go back for
more.
They suggested a number of improvements
providers could make to their service to
make it more trustworthy, which would have
a knock-on effect on confidence. This is
represented in the following diagram.

All of this confusion resulted in a bad
experience for many consumers. Several
spoke of feeling angry, frustrated, cheated
and stupid to have fallen for a ‘con’.

COMPANY
CONTACT DETAILS
Web, telephone, email,
location, etc

NO HIDDEN
CHARGES
Honest pricing
information:
state the total cost

INCREASED
CONFIDENCE
IN USING THE
SERVICE

SHORTER,
CLEARER Ts & CS
IN MORE
PROMINENT
POSITION
†

IMPORTANT
INFORMATION
FIRST
Total cost, how to stop,
prize date

EASE TO OPT OUT
AND / OR STOP
Clear information on
how private contact
details will be used

Carried out by Recom for PhonepayPlus in early 2008.
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2%

*

The percentage of people polled who
spontaneously knew what ICSTIS was.
* Source: Omnibus study run over the weekend of
16 December 2005 by BRMB for PhonepayPlus (then
ICSTIS). Total sample of 1010 people aged 16+ achieved,
data weighted to be representative of the GB population.

TV voter and ringtone user, early-twenties.

Building a Premium Brand.
Name & Values.
What’s in a name? Quite a lot,
actually. A name defines an
organisation, gives it its
identity. Consumers must be
able to remember who to go
to when they need help.
Stakeholders must be able to
relate to the regulator. The
organisation must be seen by
all parties as open,
approachable and in touch
with the concerns and needs
of industry and public alike.

In 2006, we carried out research that
brought home some stark truths. We asked
consumers, politicians, other regulators,
trade bodies, industry providers and network
operators for their impressions of our former
name ICSTIS.
The response was remarkably consistent:
ICSTIS was seen as a barrier to a closer
relationship with stakeholders. Too
complicated, too unattractive, even
nonsensical.
In 2007 we embarked upon an ambitious
rebranding programme. We began by
capturing the Board’s vision, and set down
the organisation’s values, behaviours,
culture and proof of success. One of the
first achievements was to identify a mantra
for our organisation: to pre-empt and
prevent problems and protect consumers
from harm.
An initial list of 250 names was whittled
down to 120, and then to a shortlist of five.
We carried out extensive testing of each,
asking consumers and businesses for their
impressions.

PhonepayPlus was the clear winner. An
invented word, the first part describes the
market for which we are responsible: any
and all services which are charged to
consumers’ phone bills and pre-pay
accounts. ‘Plus’ indicates our objective to
build consumer trust in these valuable
services and to create the best possible
industry framework that rewards innovation
and responsible businesses.
PhonepayPlus was officially launched on
15 October. On the same day we published
our strategic plan for the new-look
organisation that spelled out our mission –
to build consumer trust in phone-paid
services – and its key objectives over the
next three years.
Sir Alistair Graham took to the airwaves to
explain the rebrand on national radio
programmes and a new leaflet was
distributed to consumers explaining who we
are and what we do. A new website –
www.phonepayplus.org.uk – was launched,
taking the new brand to an online audience.
Reaction to the new name among the
businesses we work with has been mixed.
We won’t know what consumers think of it –
and indeed whether they know the name at
all – until the Autumn when we will properly
measure the impact of the new brand.
One thing’s for sure though, PhonepayPlus
is here to stay.

20 2007/8
ANNUAL REPORT

“There are so many
hidden charges and it
makes me not trust
them because they’re
not being upfront.”

75%

96%

£250,000

Potential cases of consumer harm
resolved through informal interaction
with industry in 2007/8.

The number of PhonepayPlus
adjudications in 2007/8 in which at least
one breach was upheld.

The largest ever fine issued by PhonepayPlus to Opera
Telecom in 2007 for their part in the GMTV phone-in case.

Investigations.
Watch & Act.

Adjudications.
Strong & Consistent.

This year saw the Investigations &
Monitoring team adopt a more
strategic approach to resolving
problems in the market. Although it
always moves fast to act against
companies that appear to be causing
significant harm to consumers, it also
began to examine more fundamental
causes of low-level harm.
In 2007/8, PhonepayPlus looked into 1,047
cases of potential consumer harm, down
from 1,759 in 2006/7. Working closely with
the Industry Support team and with the
companies involved, it sought to identify
similar issues and worked to stamp out
these consistent causes of bad practice
before they had a chance to affect trust
among consumers.
75% of all cases were resolved informally as
a result of this more strategic approach.
102 investigations were dealt with through
PhonepayPlus’ informal procedure process
– a resolution method used at the discretion
of the Executive in appropriate cases where
an apparent breach has caused little
consumer harm. In October 2007,
PhonepayPlus started publishing details of
informal procedures on its website as part of
its commitment to greater transparency.

2007/8 INVESTIGATIONS BREAKDOWN

There were 22 Adjudication Panels over
the course of the year, which
adjudicated on 108 cases, hosted 12
informal representations, considered
20 applications for reviews and 80
applications for prior permission.

BREAKDOWN OF INVESTIGATIONS
BY NUMBER TYPE

2
5
10
10
43
75

Resolved informally, either through an
informal procedure process as set out
in the PhonepayPlus Code of Practice,
or through working with industry to
resolve the issue at source
Formally adjudicated by
PhonepayPlus Panel
Insufficient evidence to proceed
Closed after preliminary investigation

55

This year was the first time PhonepayPlus
investigated and adjudicated on network
operators. Nine such cases were taken to the
Panel. The most common breaches were in
relation to the due diligence requirements in
the Code, which led to a revised Help Note
for networks being published in January
2008. Four networks were found in breach
of the Code. A number of sanctions were
imposed, including fines of up to £15,000
and the requirement to settle fines incurred
by their Service Provider clients.

Mobile shortcodes
09-prefixes
070 and other

TOP 3 UPHELD BREACHES IN 2007/8

Fairness e.g. misleading
Pricing e.g. unclear as to total cost
Legality e.g. unsolicited text

63 times
44 times
24 times

MOST UTILISED SANCTIONS IN 2007/8 ADJUDICATIONS

Fines (ranging from £250 to £250,000)
87 adjudications
Service bars or restrictions imposed
49 adjudications
Compliance advice ordered
32 adjudications
Redress and refunds*
9 adjudications
* In many other cases, service providers had already provided affected customers with refunds.

ADJUDICATIONS BREAKDOWN
BY PROVIDER TYPE

2007/8 ADJUDICATIONS
BY PROCEDURE TYPE

ADJUDICATION BREAKDOWN
BY PLATFORM

8

9

11

15

77

43

48
89

Service provider
Information provider
Network operator
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Mobile
Fixed
Both Mobile and Fixed

Emergency procedure
Standard procedure
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In 2005, Ofcom and PhonepayPlus
signed a Memorandum of
Understanding which set out the way the
two regulators would work together to
protect consumers of premium rate
services.

At the same time, PhonepayPlus agreed
certain key performance indicators (KPIs).
The following charts show PhonepayPlus’
performance against these indicators.

On the few occasions when PhonepayPlus
did not achieve the benchmark KPIs, it
investigated and identified the causes and
worked hard to improve performance in that
area for the future.

30
The number of compliance advice
requests that IMCB had in 2007/8 about
how to classify content.

Key Performance Indicators.
Performance & Measurement.

IMCB.
Classify & Advise.

% OF CALLS ANSWERED
<30 SECONDS (TARGET 80%)

OUT OF REMIT CORRESPONDENCE
HANDLED <10 DAYS (TARGET 95%)

% LEAD INVESTIGATIONS CLOSED
<12 WEEKS (TARGET 80%)

100%

100%

100%

90

90

90

80

80

80

70

70

70

60

60

60

IMCB, the Independent
Mobile Classification Body, is
a legal entity and subsidiary
of PhonepayPlus. The
organisation shares staff and
office space with
PhonepayPlus for reasons of
efficiency and effectiveness.

50

50

50

40

40

40

30

30

30

20

20

20

10

10

10

%

%

%

Apr M J J A S O N D J F Mar
’07
’08

Apr M J J A S O N D J F Mar
’07
’08

Apr M J J A S O N D J F Mar
’07
’08

% OF INVOICES SENT <10 WORKING DAYS
OF PANEL DATE (TARGET 100%)

% SATISFIED CONSUMERS RESPONSES FROM % SATISFIED PERMISSIONS APPLICANT
COMPLAINANT SATISFACTION QUESTIONNAIRE RESPONSES FROM CUSTOMER
(TARGET 65%)
SATISFACTION QUESTIONNAIRE (TARGET 65%)

100%

100%

100%

90

90

90

80

80

80

70

70

70

60

60

60

50

50

50

40

40

40

30

30

30

20

20

20

10

10

10

%

0%
0%
Apr M J J A S O N D J F Mar
’07
’08

%
July - Dec
2007

Jan - Mar
2008

Between April 2007 and March 2008, there
were no formal complaints submitted to
IMCB about the misclassification of visual
content. However, IMCB has continued to
offer formal and informal advice, mainly to
content providers which are trying to ensure
that they correctly classify their content in
line with the Classification Framework issued
by IMCB.

18

In 2007/8, the compliance team dealt with
30 such requests for advice. The majority of
these requests related to content involving
sexual imagery or nudity.
During the forthcoming year, IMCB plans to
refresh its website. It will also carry out a
communication plan to re-engage
stakeholders about the importance and
continuing value of the classification role of
IMCB in an environment where commercial
applications for mobile services are
becoming ever more mainstream.

*

%
Jan - June
2007

The Board of IMCB is chaired by Sir Alistair
Graham and has four other Board members
– Nicholas Higham, Stephen Locke,
Sara Nathan and Mike Tully. Paul Whiteing,
PhonepayPlus’ Director of Policy &
Innovation, is its Director and the
PhonepayPlus Industry Support Team acts
as the compliance advice service for IMCBrelated matters.

Jan - June
2007

July - Dec
2007

Jan - Mar
2008

* Questionnaire is conducted on a half-yearly basis, therefore
figures are not available for the first three months of 2008
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89%
The percentage of fines recovered by
PhonepayPlus in 2007/8.

Accounts & Notes.
For the year ending 31st March 2008.
Notes.
1 The company is non-profit making. A service provider
levy is collected via the network operators based on their
revenues in order to cover the proposed expenditure in
any year. Any difference between the amount collected
and expenditure incurred is taken into account in setting
the following years levy. The company also received fines
and administration charges from services that are in
breach of its code.
2 Committee, Independent Appeals Body, Adjudicator and
Executive costs are staff costs attributable to supporting
the committee in its work regulating premium services
and the adjudicator in administering the live
compensation fund. They include staff remuneration,
recruitment, training, temporary staff and fees and
expenses for the Committee members, Independent
Appeals Body members and the Adjudicator.
3 Premises costs include rent, rates, service charge and
repairs.
4 Office overheads include postage, stationery, equipment
maintenance, travel, subsistence, entertainment and
general office expenses.
5 External professional services includes consists of legal
fees, consultancy fees and accounting and audit fees.
6 Other costs include telephone, printing, website, events,
research and bank charges.

Income

Balance sheet
Notes

2008

2007

Note 31 March 2008

31 March 2007

£

£

£

£

Levy on premium rate telephone services

1,951,386

2,429,582

Tangible Fixed Assets

7

278,225

329,672

Administrative charges
Fines received

106,457
1,987,250

166,792
1,101,250

Investments

8

1

1

68,850

91,509

4,113,943
247,121

3,789,133
228,517

4,361,064

4,017,650

Other income
Funds received
Interest receivable

1

Total income
Expenditure
Committee, Independent Appeals Body,
Adjudicator and Executive costs
Premises
Depreciation
Overheads
External Professional Services
Other
Total expenditure
Profit before taxation
Taxation
Profit after taxation

578,832
10,926
150,514
–

613,955
516
177,404
24,634

740,271

816,509

4,666,272

4,718,617

4
5
6

2,570,559
333,446
194,565
275,985
391,807
548,974

2,439,880
293,854
211,044
157,389
334,167
527,102

5,406,543

5,535,126

(148,573)
(125,150)
(3,075,765)
(45,729)
(17,430)
(54,011)

(608,876)
–
(2,583,762)
(54,214)
(11,785)
(225,841)

4,315,336

3,963,436

45,728

54,214

(45,728)

(54,214)

(3,466,658)

(3,484,478)

0

0

Net Current Assets/(Liabilities)

1,939,885

2,050,648

Total Assets (less Current Liabilities)

2,218,111

2,380,321

(1,995,000)
(223,111)

(1,995,000)
(385,321)

(2,218,111)

(2,380,321)

0

0

Creditors – due within one year:
Trade creditors
Other tax and social security costs
Income received in advance
Corporation tax payable
Other creditors
Accruals and deferred income

Creditors – amounts falling due after
more than one year:
Contingency Fund
Emergency Reserve Fund
Net Assets
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9

Cash at bank and in hand
2
3

7 Tangible fixed assets include fixtures and fittings, office
equipment, furniture and computer equipment.
8 The company owns 100% of the share capital of IMCB
Limited, a company operating as module telephone
services content regulator.
9 Trade debtors include amounts due from the network
operators for the levy and from service providers for
administration charges and fines.

Current Assets
Debtors:
Trade debtors
Amounts due from group undertakings
Other debtors and prepayments
Other tax and social security costs

Notes. Continued.

10

11
12

10 Income received in advance represents the difference
between total income and expenditure incurred, which is
used to reduces the levy in future years.
11 Creditors falling due after more than one year include a
contingency fund collected as part of the levy and will be
retained at this level for the foreseeable future.
12 The emergency reserve fund represents additional
amounts collected as part of the levy, held to address
unexpected changes in activity of the company.
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01

03

Organisational Structure.
Govern & Lead.
02

03

04

05

06

07

08

09

10

The Board meets every two months to
discuss PhonepayPlus’ strategy. The recent
creation of the Code Compliance Panel (see
Page 29) enables the Board to focus on
supervising the work of the PhonepayPlus
Executive and establishing strategic direction.

04

In March 2007, PhonepayPlus (then
ICSTIS) proposed a greater level of
separation between the Board and the
Adjudication Panel to enable the Board
to focus on its strategic business and
ensure increased efficiency and
consistency in adjudications.
On 28 March 2008, Ofcom approved
amendments to the PhonepayPlus Code of
Practice to allow the creation of the new
Code Compliance Panel, which came into
effect on 28 April 2008.

The Code Compliance Panel
01 David Cockburn
Chairman
02 Emma Boothroyd
03 David Jessel
04 Michelle Peters
05 Maggie Redfern
06 Trevor John Williams

The Code Compliance Panel comprises six
men and women, each with specialist legal
or adjudicatory experience. Three are legally
qualified and three serve as lay members.

01

The PhonepayPlus Board is made up of
ten remunerated part-time members,
seven of whom have no current
connection with the premium rate
industry and three of whom are currently
active within the market.

02

The PhonepayPlus Board
01 Sir Alistair Graham
Chairman
02 Robert Chilton OBE
Deputy Chairman
03 Edward Boddington
04 Andrew Bud
05 David Clarke
06 Nicholas Higham
07 Stephen Locke
08 Sara Nathan OBE
09 Mike Short
10 Mike Tully

05

06

01

02

03

04

The Leadership Team comprises the
Chief Executive and four Executive
Directors (for Standards and
Communications, Policy and Innovation,
Corporate Services and Legal). It is
responsible for directing the Executive
operationally so that it meets the targets
agreed by the Board.
The Board agrees the strategy, plans and
policies for PhonepayPlus. The Leadership
Team is then charged by the Board with
recommending policies and strategies in line
with the organisation’s vision – that anyone
can use phone-paid services with absolute
confidence. It is on this basis that the
Leadership Team ensures that Boardapproved strategies, plans and policies are
correctly implemented in a timely manner.

The Leadership Team
01 George Kidd
Chief Executive
02 Ted Lean
Director of Legal
03 Brian Lund
Director of Corporate Services
04 Trays O’Reilly
Director of Standards & Communications
05 Paul Whiteing
Director of Policy & Innovation

05
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PhonepayPlus
Clove Building
4 Maguire Street
London
SE1 2NQ
Main switchboard
020 7940 7474
Contact Centre
0800 500 212
(Mon-Fri, 8am-6pm)
SMSus
76787
Media enquiries
020 7940 7440
Compliance
0845 026 1060*
www.phonepayplus.org.uk
www.phonebrain.org.uk
© PhonepayPlus Limited
* Calls provided by BT will be charged at up to 4
pence per minute at all times. A set-up fee of up to 6
pence per call applies to calls from residential lines.
Mobile and other providers' charges may vary.

