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PhonepayPlus is the UK regulator of premium rate
telephone services (PRS).

We regulate a market worth an estimated £816 million in
2010, having grown from £810 million in 2009.
Premium rate services have been around for a long time in
the UK. When PhonepayPlus started regulating the PRS
industry (as ICSTIS) 25 years ago, premium rates services
were almost entirely accessed by fixed lines. Over those 25
years, the PRS market has constantly evolved. While fixedline services still play an important role in the market, from
chat to TV voting, the rapid growth of the mobile internet
and smartphones is a potential game changer for the PRS
industry and consumers. In the last year, we have seen
the first mobile apps that use PRS as a billing mechanism.
There has been an explosion in virtual goods (from virtual
currencies to virtual birthday cakes) purchased by PRS,
often on social networking sites, the market for such virtual
goods increasing by over 400% in the UK in 2010.
With new developments come new opportunities for the
PRS industry and consumers. Equally, new services and
business models bring new challenges for regulation,
making sure it keeps pace with fast-moving technology
and the way consumers interact with micropayments in the
digital environment.

New Approach
For the first time, the new Code will also require all PRS
providers to register their organisations and premium rate
services with PhonepayPlus, assisting industry with better
due diligence and risk control on those they contract
with throughout the PRS industry value-chain, and giving
consumers greater access to information about premium
rate numbers through our Number Checker service.
Whereas we currently concentrate regulation on one point
of the value-chain (Service Providers, who provide the
technical connectivity for services to operate), our new
Code allows us to cover the entire value-chain, focusing
our enforcement powers on the point of harm.
The Registration Scheme is essential in assisting us in
regulating the entire value-chain, as well as assisting
networks and providers to undertake due diligence and
risk control. In addition, the Registration Scheme will help
PhonepayPlus to make use of the rich data and intelligence
gathered, to inform not just its enforcement but also the
policy that underpins regulation of the UK PRS industry.
The new Code of Practice and industry-wide Registration
Scheme are the foundations on which PhonepayPlus will
continue to provide fit-for-purpose regulation, whatever
new developments in PRS emerge. This is regulation ready
for the future.

It is a challenge that PhonepayPlus feels equal to. In 2011,
we will celebrate 25 years regulating the UK PRS industry.
Our model of independent, collaborative regulation – our
statutory powers, devolved to us by Ofcom, are laid out
in the Communications Act 2003 while we are funded by
the industry we regulate – has helped us drive consumer
Key PRS facts
harm out of the PRS market. Our pre-emptive approach
to regulation has seen a 77% reduction in consumer
5,376 consumers complaints meant
complaints over two years. And this year, fines to industry
another 52% fall in complaints about PRS
for breaching our Code of Practice fell by 74%. Both
figures point to a more compliant market, a situation
Fines to industry fell by 74%
that PhonepayPlus has worked hard to create and is
determined to see continue. To ensure we continue to
deliver the best possible regulation of PRS in the UK, we
Virtual goods paid for by PRS increased
published a new Code of Practice in March 2011, due to
by over 400%
come into force on 1 September 2011. This new Code is
designed to keep pace with changing markets, consumer
habits and technology. Rather than focus on specific rules
for providers, the new Code emphasises positive consumer
outcomes that PRS providers must achieve, whatever
service they offer.

·
·
·

PhonepayPlus

Market facts in 2010

How do consumers find out about
premium rate services (PRS)?
PRS User Means of Discovery
Source: Analysys Mason, March 2011
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How much revenue did PRS generate
by platform?
Revenue Split (ex VAT), by Payment Platform/Prefix
Source: Analysys Mason, March 2011
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How much revenue did PRS generate
by service category?
Revenue split (ex VAT), by Category of Service
Source: Analysys Mason, March 2011
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How much revenue did PRS generate
by service type?
PRS Revenue by Service Type (2009 vs. 2010)
Source: Analysys Mason, March 2011
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Comparison of the revenue for virtual gifts and
personalisation in 2009 with 2010 revenue

PRS Revenue (£ million)

PRS Revenue for Virtual Gifts & Personalisation
(2009 vs. 2010)
Source: Analysys Mason, March 2011

40

30

20

10
Virtual gifts
Personalisation

0

2009

2010

6

PhonepayPlus

Chairman’s message

Annual Report
2010/11

7

Any organisation’s Annual Report is an important moment
to stop and reflect on achievements and challenges faced
over the previous year.

In this report, you can read about the action we took to
research malware threats on smartphones and how we
shared this information with mobile operators. You can
also read about how we worked with Directgov and the
search engine companies, Google and Bing, to prevent
websites using search engine marketing where premium
rate numbers are given for information freely available on
government websites or helplines. At the same time, we
worked with news outlets, such as the Guardian and BBC
Online to inform consumers of the three must ‘knows’ when
searching for information and numbers online.
We also worked with organisations such as UNICEF to
give consumers ‘choice with confidence’ when donating to
charity using premium rate text messaging.
The last year has been a momentous one in PhonepayPlus’
25-year history. We have launched a new Code of Practice
that re-defines how we regulate, focused on positive
outcomes for consumers rather than a set of rules that can
all too quickly be overtaken by market and technological
developments. We have succeeded in another 52% fall
in consumer complaints, the same decline as in 2009/10,
marking a 77% decline in complaints over two years. At the
same time, we have seen the number of serious cases in
front of our Tribunal decrease significantly in 2010/11.
Much of this is the culmination of what we set out to
do three years ago. In 2008, we laid out in our first ever
Strategic Plan the aim to build consumer trust in premium
rate services (PRS) through a proactive strategy to engage
industry in pre-empting and preventing consumer harm.
The results of that shift in emphasis and the constructive
nature of our relationship with our industry stakeholders
has been more positive and productive than even we had
hoped at that time.

It is this thoughtful, forward-facing and
collaborative approach to regulation that
we believe will stand consumers in good
stead in a digital era.
But we cannot be – nor are we ever – complacent. True
to our pre-emptive principles, 2010/11 saw PhonepayPlus
proactively take the lead on a number of issues facing
consumers. We have seen the promotion of premium rate
services move online more and more, particularly on social
networking sites. As well as developing more and better
techniques with which to monitor these services, we have
worked with mobile networks, other regulators and the
media to make sure that risks to consumers are minimised
in the digital world of PRS and that consumers are
well-informed.

It is this thoughtful, forward-facing and collaborative
approach to regulation that we believe will stand
consumers in good stead in a digital era, where
technological convergence has ushered in an array
of virtual services and goods as well as a choice of
micropayments. Our new Code of Practice is designed
to create a positive environment for industry to invest
and innovate in PRS for the benefit of their consumers.
Coupled with the new Registration Scheme, we believe
this new regulatory framework will provide sustainable,
proportionate and responsive regulation, helping the UK to
continue to grow its digital economy.
PhonepayPlus is a nimble, efficient and effective regulator,
working positively with the industry it regulates and
ensuring consumers can use PRS with confidence. I hope
you find our Annual Report of interest and I would urge you
to also read our new Strategic Plan, published last month,
that sets out how we expect PRS and regulation to develop
over the coming three years.
Sir Alistair Graham – Chairman
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This has been a momentous year for PhonepayPlus and the
regulation of the UK premium rate services (PRS) market.

We have taken steps in the last year to prepare the way for
our new approach to regulation and to reinforce the preemptive approach we have taken in recent years – working
with providers to very quickly put right low-level consumer
harm and putting our investigative resource into cases where
the most serious harm has occurred. This ensures the cases
we take to adjudication are proportionate and robust.
We have put in place new procedures that have set the
right direction of travel for swift and sensible resolution
when services fall short of the high standard that the
regulator and consumers in general expect.

The launch of a new Code of Practice is always
important for a regulator and the industry it regulates.
But the publication in March of the twelfth edition of
the PhonepayPlus Code of Practice is not simply an
updating of current rules and the addition of some new
ones. The new Code fundamentally changes how the UK
PRS industry is to be regulated. Its publication marks the
beginning of a new approach to the regulation of the UK
PRS industry and the culmination of much hard work with
industry and by my colleagues at PhonepayPlus.
What has the delivery of the new Code and the
development of the Registration Scheme meant for our
work this year, and how will these changes shape
our work in the future?
The new Code and Registration Scheme, together with the
suite of Guidance that accompanies the new Code, have
been subject to extensive consultation with industry, both
formal and informal. We have sought at every stage to keep
our stakeholders informed and the dialogue with industry
open, through formal consultations, updates and workshops.
It is testament to the effectiveness of this process that the
Code was approved by the European Commission without
any amendments in January of this year.

One very important step forward is the introduction this
year of our Complaint Resolution Team. This team steps
in when low-level consumer harm is a concern, aiming to
provide quick redress for consumers and help providers
improve their compliance without the need for formal
investigation. Between January and March of this year, our
Complaint Resolution Team helped over 200 consumers,
with these informal cases taking on average just over two
weeks to resolve.

We have sought at every stage to keep our
stakeholders informed and the dialogue with
industry open, through formal consultations,
updates and workshops.
To help make our informal and formal processes as clear
as possible to industry and consumers, this year we
published a schematic that acts as a clear visual guide of
our informal and investigative procedures. This is indicative
of the clarity and good sense we hope to bring to regulation
of premium rate services in the UK, to the benefit of both
consumers and industry.

At the end of a busy year, when we have taken great
strides towards a new regulatory approach that will
stand the regulator, consumers and business in good
stead in coming years, I would like to thank all the staff at
PhonepayPlus for their work, the Board for their continuing
and excellent support to me, as well as our industry
At the same time, we have been working hard at
colleagues for their input, particularly those who have taken
developing the database at the heart of the Registration
part in consultations, workshops and the testing of our
Scheme, following the appointment of a vendor in October. Registration Scheme. We look forward to working together
Our dedicated Registration Project Team has been a critical in the coming year to continue to improve compliance with
liaison point between the technical suppliers, our internal
our Code of Practice industry-wide.
teams and the Registration Project Board. As well as
managing the project and the build of the
Registration Scheme database, the Registration Project
Paul Whiteing – Chief Executive
Team has worked hard through workshops with a helpful
industry group to ensure that the process for registration is
as simple and straightforward as possible for providers. We
hope to see the fruits of this work in the coming year.

PhonepayPlus

Knowing our market today
research and intelligence

The research and market intelligence activities at
PhonepayPlus give us and the industry we regulate a clear
view of a complex market that often employs cutting-edge
communications technology.

Our research provides insight into how consumers engage
with premium rate services (PRS) and what services they use.
Our annual market review provides detail and data across all
sectors of the UK PRS market and is an invaluable year-onyear benchmark of trends and developments in the market. In
this Annual Report you can find key findings from this year’s
annual market review, Current and Emerging Trends in the
UK Premium Rate Services Market.
Our in-house monitoring, which we have improved and
developed in the last year, is an invaluable early warning
system, enabling us to identify potential serious consumer
harm. More and more, we are seeing this potential harm in
the digital environment and consumers’ engagement with
new digital services.
With so many market developments in 2010/11, it has been
an interesting year for our Research and Market
Intelligence Team.
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catching consumer harm

We have developed better ways to gather evidence of
potential problems with PRS, working hard to keep up with
rapid market evolution and services on new platforms.

This helps us to pre-empt and prevent consumer detriment
and significantly aids enforcement action against services
believed to be in breach of the Code of Practice, providing
information to assist with informal resolution or invaluable
evidence to put before the independent Tribunal.

Complainants reported that their children were receiving
text messages from the service, that in some cases they
were unsolicited, that there had been misunderstanding as
to the cost of the service and that, on some occasions, it
had not been possible to stop the service.
Due to the serious issues identified, we asked the provider
The case study below illustrates how our monitoring helped to immediately suspend ‘Club Penguin Cheats’ and all
us spot a problem service and aided our investigation into
other similar services until further notice. The provider
that service.
confirmed that it had suspended these services.

Beating the cheats

PhonepayPlus monitoring in practice
PhonepayPlus’ Code of Practice has strict rules
about services that could be attractive to children,
particularly about how they are promoted and how
much they cost.
For example, the Code states that children’s services
must not cost more than £3, or in the case of subscription
services, more than £3 a month. Our routine monitoring
identified a service we thought broke these rules. At the
same time, we started to receive consumer complaints
related to the service. We increased our monitoring of
the service and this intelligence was later used as critical
evidence in our investigation. The service we identified was
called ‘Club Penguin Cheats’, which provided hints, tips
and cheats for video games. The service was promoted on
a website and was operating on two mobile shortcodes.
‘Club Penguin’ is a legitimate social gaming site run
by Disney, with a range of colourful cartoon penguins
attractive to children. ‘Club Penguin Cheats’ had no
association with Disney, but used very similar imagery.
Our monitoring showed that the top result of a Google
search for ‘Club Penguin Cheats’ was a sponsored
advertisement for the website that the service was
promoted on. The subscription-based service was
promoted as costing “£4.5 per week”. In order to
subscribe, users were required to send a keyword to a
specified shortcode. When PhonepayPlus accessed the
website directly (not via the sponsored advertisement),
the same ‘Club Penguin Cheats’ promotion was located.
However, this service operated on a different shortcode
and cost “£2 every 4 days”.

Subsequent monitoring of the service found it was
promoting a subscription service for cheats for various
‘Poke Môn’ games, also costing £4.50 per week.
PhonepayPlus considered the ‘Poke Môn’ service to
be aimed at and attractive to children, thus operating
in contravention of our original instructions to suspend
all similar services. The provider suspended that and
other similar services following further direction from
PhonepayPlus.
When the case was brought to adjudication, evidence
brought before the independent Tribunal included
screenshots of websites with pricing information recorded
by PhonepayPlus during its monitoring. The Tribunal made
the decision to fine the provider £50,000 and ordered it to
refund all complainants.
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App stores and social media are two of the areas that we
have paid particular attention to this year, as premium rate
became available as a payment option for some content
purchases in app stores and premium rate services were
more widely promoted on social networking sites.
These channels are new to a lot of consumers, and our
research focused on how the channels are evolving and how
consumers are engaging with them.
PhonepayPlus knows from experience that it is exactly at
such critical junctures – where large numbers of consumers
adopt new technologies and engage with new services
operating via those technologies – that we need to be most
alert to near-future risks posed to consumers by a very small
but significant minority who set out to abuse the premium
rate payment platforms. One such risk we identified in
2010/11 involved various connected media devices,
including smartphones.
During 2010/11, in several countries outside the EU we saw
evidence of mobile malware being used to illegally generate
income via premium rate payment mechanisms. We moved
quickly to share our the findings with the Mobile Broadband
Group, resulting in a joined-up response across the
networks in the event of such malware posing a heightened
threat to UK consumers. Although our research concluded
that the threat to UK consumers and the UK market was low
at present, we continue to monitor the situation carefully.
In order to better share information on a regular basis with
our industry partners about new threats to the market and
consumers, we decided in 2010/11 that we should organise
an industry liaison group to look ahead to potential threats in
new services. The group met for the first time in March 2011
and we look forward to a productive relationship that helps
us stop consumer harm before it starts.

Our research programme
PhonepayPlus wants to share its knowledge
and research, where appropriate, with the largest
number of stakeholders.
This year we published an overview of our consumerfocused research carried out over several years,
together with some research papers that had not
been published before.
The following report, which can be found on our website,
summarises findings of PhonepayPlus’ commissioned
research into the consumer experience of PRS:
The Consumer Experience of Premium Rate Services
(2010) PhonepayPlus
For more detailed information, you can read the
individual report documents listed below – also
available on our website.
Consumer Vulnerability and Premium Rate Services
(2010) Stephen Locke
Consumers’ understanding of MT-billed services
Code 12: The view from consumers (2010) Thinktank
Current & future market for Premium Rate Services
(2010) Thinktank
0871-based phone services (2009) Analysys Mason
Customer journey stage 1: Mapping the journey and
re-engagement (2009) Recom
Customer journey stage 2: What happened to customers
who complained about a PRS? (2009) Recom
Premium rate services consumer research (2008) Recom
UK Phone-paid services market: current conditions and
future trends (2008) Analysys Mason
Phone-paid services: Today and tomorrow (2007) Fathom
Omnibus survey questions about consumer
engagement with mobile PRS (2007) TNS/ Milwood
Hargrave Ltd (selected findings)

PhonepayPlus

Working for consumers
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2010/11 saw PhonepayPlus formalise its already successful
consumer literacy programme with the introduction of the
Consumer Literacy Working Group (CLWG).

Made up of representatives from industry, consumer
groups and other regulators, the CLWG acts as a sounding
board for PhonepayPlus’ consumer literacy work, helping
to develop individual projects and offering
professional expertise.

With the help of the Clubs for Young People network,
PhonepayPlus has this year extended the programme
to youth clubs nationwide, with the goal of reaching
young people not enrolled in formal education. Social
entrepreneurship charity, Live UnLtd, is offering a prize fund
of £6,000 and business mentoring support to the young
people who come up with the best ideas for a premium
rate service that has a community or social benefit. In
addition, both students and youth club members can
submit their mobile ringtones for a chance to win tickets to
the X Factor Live Tour – courtesy of ITV.

With an emphasis on campaigns aimed at consumers who
could be considered vulnerable – whether it be because of
their age, their economic situation, their lack of technical
knowledge or a variety of other different circumstances
– and with a commitment to employing a partnership
approach wherever possible, PhonepayPlus’ consumer
literacy programme is an important part of our pre-emptive,
collaborative approach to regulation.
‘Know your numbers’
PhoneBrain
Now in its third year, PhoneBrain is PhonepayPlus’
schools programme that helps young people recognise
premium rate services (PRS) and understand the potential
costs involved, while at the same time highlighting the
opportunities associated with PRS. All of this is done
through free-to-download, curriculum-relevant teaching
resources that are available on the project website (www.
phonebrain.org.uk).

Research published by PhonepayPlus in March 2010
showed that 54% of people aged 55+ do not know what
an advertised premium rate service will cost – a finding
that led PhonepayPlus to devise the ‘Know your numbers’
campaign, which ran in Spring 2010.

Working with the charity Age Concern (now Age UK),
PhonepayPlus produced and printed posters, bookmarks
and memo boards that explained the types of services
that operated on 09, 0871/2/3, 118 and mobile text
shortcode numbers. Written in simple and easy to
understand language, with input from Age Concern as to
Over the past two years, over 800 teachers in England and the most favourable print requirements for older people,
Wales have signed up for the PhoneBrain resources, with
these materials were then distributed through various
thousands of secondary school students creating their own Age Concern channels as well as free of charge to 1,000
mobile ringtones (linked with Information Communications libraries across the UK.
Technology) or producing business plans for new,
compliant PRS (linked with Enterprise/Business Studies)
in the classroom. The project’s success was recognised in “We would be happy to distribute these
PhonepayPlus winning a Hollis sponsorship award in the
materials within the library – they help
education category in 2010.

people make better and informed choices.”

PhonepayPlus

Pay-as-you-go mobile campaign
Research recently published by PhonepayPlus found that
mobile users on monthly contracts who have an issue
with a premium rate service are more likely to suffer larger
financial detriment (because they may not realise they have
been charged until the end of the month). Those on payas-you-go (PAYG) experience a different type of hardship
because when a PAYG user runs out of credit, they are
unable to send texts or make outgoing phone calls. This is
a particular concern where a consumer’s mobile is relied
on as their main phone connection.
In a campaign developed to target this group of mobile
users, PhonepayPlus partnered with PayPoint, the payment
terminal network that many PAYG customers use to top-up
their mobiles, to display a message on all mobile top-up
receipts for a period of two weeks. This message included
PhonepayPlus’ helpline number and some examples of the
services that PhonepayPlus regulates. A website where
people could take a free quiz about premium rate services
for the chance to win High Street vouchers was also
included on the message, which reached over 1.9million
PAYG customers in the two-week period.

The Consumer Literacy Working Group
(CLWG) comprised industry members,
consumer groups and regulators:
118 118 (The Number)
Association for Interactive Media & Entertainment (AIME)
BT agilemedia
Channel 4
Citizens Advice Bureau
Consumer Focus
Directgov
Mobile Entertainment Forum
Ofcom
Parentline Plus
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Key to creating the best premium rate services (PRS)
market place – where UK providers can invest in services
and where consumers can purchase PRS with confidence
– is a regulator who works effectively with industry.

PhonepayPlus has worked hard to ensure that its
relationship with industry is based on constructive
engagement. While our robust investigations and
enforcement process stands consumers and the PRS
market in good stead when there is consumer harm, we
want to work with industry to prevent that harm from
happening in the first place.
Our Industry Liaison Panel meets regularly with
PhonepayPlus, helping us keep ahead of market
developments and providing invaluable insight into the
PRS market.
We think that the regulator’s and industry’s success in
improving the PRS market for consumers can be seen in
some key statistics for the year 2010/11. As fines fell by
74% this year (down to £1.4 million from £5.3 million in
2009/10), we saw a parallel 52% decrease in
consumer complaints.
At the same time, the PRS market grew from £810 to £816
million in 2010. The picture we see in these statistics is
one of consumer confidence in a growing market that
is squeezing out consumer harm through a model of
constructive, collaborative regulation that gets results.
PhonepayPlus’ successful regulation of the PRS market
depends on both independence and trust.
PhonepayPlus is an independent regulator, funded by a
levy on industry, with strong, autonomous enforcement
derived from the Communications Act 2003, powers
delegated by Ofcom – including the ability to fine up to
£250,000 per breach and ban named providers from the
UK market.

Industry Liaison Panel
Below is the list of companies that made up
the ILP in 2010/11:
118 118 (The Number)
Action4 (previously the Premium Rate
Association)
Association for Interactive Media &
Entertainment (AIME)
BBC
BT
Channel 4
Direct Marketing Association (DMA)
Federation of Communication Services (FCS)
Internet Telephony Services Providers’
Association (ITSPA)
ITV
Mobile Broadband Group (MBG)
Mobile Data Association (MDA)
Mobile Entertainment Forum (MEF)
Mobile Marketing Association (MMA)
Ofcom
PhonepayPlus
UK Competitive Telecommunications
Association (UKCTA)

“PhonepayPlus moved heaven and earth
… to make this happen. They really
pushed the boat out, so now we’re able to
go to supporters in a way that we’ve never
been able to before …

Our relationship with industry is built on 25 years’
experience of regulating the UK PRS market. This specialist
experience means that we have earned the trust of
major industry providers and this trust allows us to work
in partnership with industry to prevent and pre-empt
consumer harm, making sure that consumers get the
We are hugely grateful.”
best deal and that industry can innovate to provide more
consumer choice.
Michael Newsome, Individual Giving Director, UNICEF UK
Read about how our new complaint resolution process
and team, introduced this year, puts the principles of
constructive regulation into practice on a day-to-day basis,
getting fast results and refunds for consumers and helping
providers to correct minor breaches as quickly as possible.

PhonepayPlus

Getting all round results
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complaint resolution in action

For most customers and providers, what matters when
things go wrong is putting them right as quickly as possible.

This is why, in 2010, we introduced a new team to quickly
resolve minor consumer harm, achieving swift redress
for consumers, including refunds, and helping industry
to quickly put right any minor breaches of our Code of
Practice. PhonepayPlus now has the option of informally
working with providers to address minor issues for the
benefit of consumers, rather than opting for a
formal investigation.
Informal resolution means we don’t have to wait for the
outcome of adjudication and the award of sanctions to
get money back into consumers’ pockets, where this
is justified. We also avoid the costs of investigation and
adjudication. Informal, fast-track procedures help industry
and the regulator learn as we work together about how
consumer harm can be prevented in the future.
Since its inception in 2010, PhonepayPlus’ Complaint
Resolution Team has secured just under £24,000 worth of
refunds for consumers and helped premium rate services
(PRS) providers operate better services for consumers.
Read our case studies for an example of how complaint
resolution and our informal procedures worked for both
consumers and industry in their own words.

“The rigmarole of a full complaints
procedure can put many people off
going through it, especially if the harm is
relatively small.
“It’s great that PhonepayPlus has identified
a way to help these people out, and make
sure that relatively small harm doesn’t go
unreported and unresolved.”
Ceri Stanaway,
Principal Technology Researcher/Writer at Which?

PhonepayPlus

Complaint resolution case studies
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Fast-Track

Track 1

A complainant contacted us about a service he found
using the Google search engine on his mobile phone. He
had searched for ‘congestion charge’ as he wanted to
make a payment. One of the top links returned from the
Google search presented a premium rate 09 number that
dialled when clicked on. He was put through to a helpline
service that provides numbers for a variety of organisations,
not the Transport for London payment centre. After three
calls and being put on hold, with one call lasting two hours
after failing to terminate correctly, the complainant was
charged £271.84.

PhonepayPlus received complaints regarding two
competition services being promoted and operated by
a text-based competition provider – one was a £15 oneoff payment competition service and one was a £3 per
question competition service.

The Complaint Resolution Team Officer asked the relevant
Network to suspend the number while she undertook
preliminary investigations. She then contacted the provider
of the helpline service and worked with them to address
misleading information on the site and make the site
compliant with the Code of Practice.

16

We identified issues regarding web opt-in audit trail, pricing
information, misleading affiliate marketing, and competition
requirements. A Track 1 procedure was initiated.
A member of our Complaint Resolution Team contacted
the provider via email, identifying the issues and requesting
a meeting. The provider came into PhonepayPlus for the
meeting to address our concerns, including refunds for
complainants. A compliance action plan was sent to the
provider, who duly signed and completed the plan.

The Complaint Resolution Team Officer also secured a full
refund for the complainant.

A follow-up review was done to ensure the compliance
action plan was being adhered to and to ascertain if any
further assistance was required to ensure the service was
Code compliant.

This is what the complainant had to say about the
Complaint Resolution Team:

Following our early intervention, the provider paid refunds
to consumers ranging from a few pounds to almost £100.

“When I made a complaint to Phonepayplus about a
provider, I expected it to disappear into a bureaucratic
black hole. Instead I was contacted immediately by
somebody who was informed about my case, efficient in
her approach, and who treated me like a human being. …
In such a situation one needs a champion. Phonepayplus
investigated the company who immediately reimbursed
the large amount of money they had taken from me. In my
experience it is unusual to deal with a regulator who is so
effective in carrying out their mandate. If they are going
to promote ethical behaviour in this area of the service
industry then they are doing an exceptionally important job.
The fact that they are doing it in the way they are is a credit
to them. I welcome the appointment of such a professional
body and wish them well for the future”
– Roy

Consumers we helped have this to say about the
Complaint Resolution Team:
“I learnt that your organisation regulates premium rate
providers – I had first contacted the OFT and Trading
Standards. The Complaint Resolution Team agreed to
contact the company and check the facts I had given. They
said if they agreed with me, they would be able to arrange
a refund.
I was very satisfied with the help PhonepayPlus and the
Complaint Resolution Team gave me and have already
recommended your services and will continue to do so”
– Gary
“I consider that having PhonepayPlus ‘on my side’ pushed
[the provider] into responding to my complaint, and into
refunding my £9. I believe that PhonepayPlus… was a
significant factor in reaching a satisfactory conclusion to
my complaint”
– Alan

PhonepayPlus

How our Code works in practice

follow our schematic

Late last year, PhonepayPlus published a schematic that
illustrates how we deal with complaints about premium
rate services.

The schematic is an aid to industry and consumers,
explaining PhonepayPlus’ informal resolution and formal
investigative procedures. The document is a visual
interpretation of our procedures, both informal and those
outlined in the current Code of Practice. It also clarifies
what we expect of providers and your rights as a provider if
you find you are the subject of a PhonepayPlus procedure.
PhonepayPlus has also published an updated version of
the schematic to reflect how our procedures will change
under the new Code of Practice, which comes into force on
1 September 2011.
The full-size schematic can be accessed via our website.
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On 30 March 2011, PhonepayPlus published its new
Code of Practice, the twelfth edition. It lays out the rules
regulating premium rate services in the UK. This new
Code is due to come into force on 1 September 2011.

This new Code of Practice is not simply an update of
existing rules. It marks a significant shift in the approach to,
and focus of, the regulation of premium rate services (PRS)
in the UK.
So what’s different?
First, in writing the new Code in consultation with the PRS
industry, PhonepayPlus recognised the need to move
away from a set of rules tied to specific technologies and
service types. Such an approach all too easily runs the risk
of being overtaken by new technologies and innovations
in the market. Working with other regulators, consumer
groups and industry, we aimed to future-proof this new
Code as much as possible.
The best way to achieve a flexible, nimble Code was
to focus on the positive outcomes for consumers that
providers should always achieve. These outcomes
include the avoidance of harm, fairness, and transparency
of pricing and terms and conditions. Alongside these
outcomes, PhonepayPlus has published Guidance that
gives clear advice on how providers can achieve these
outcomes, while allowing for a different, equally compliant
approach to be developed.

Such an ambitious scheme, that will see a complex market
registered in its entirety with the regulator, needs a sound,
secure and dependable system behind it. PhonepayPlus
commissioned a bespoke database from a highly experienced
vendor at the end of 2010, with the first registrations taking
place on the live system in the spring of 2011.
You can read more about the Registration Scheme budget
and costs to industry in the ‘What we spent’ section.

“As well as being good for consumers, I
predict the Registration Scheme will be a
real boon for industry – allowing providers
to do really good due diligence on the
partners they intend to contact with.”
Jeremy Hallsworth, PhonepayPlus Board Member

“More than anything else I can remember
in my time at PhonepayPlus, we have
taken the industry with us on a radically
new approach to regulation.”

Second, the new Code of Practice will extend enforcement
David Clarke, PhonepayPlus Board Member
along the value-chain for PRS, rather than be focused
on one party as it is under the current Code. This should
ensure greater targeting of regulation, focusing on the party
that has breached the Code and caused consumer harm.
Third, the new Code of Practice requires that anyone
involved in the provision of premium rate services in the
UK must register with PhonepayPlus. This will give us a full
oversight of the market and specific services, helping us to
better target our enforcement action when consumer harm
occurs. The Registration Scheme will give providers better
transparency of the entire market and value-chain. Such
transparency, where providers can check the breach records
of those they contract with, will help all PRS providers to
undertake due diligence and risk control on their contracted
partners and help improve the market for consumers.
New Registration Scheme
The new Registration Scheme also requires that providers
register the premium rate numbers they use for their
services with the regulator. The aim is to improve the
information available on our publicly accessible Number
Checker service, ensuring that consumers can quickly
check numbers on their bill or elsewhere and find out what
the service is and how to contact the relevant customer
service line.

PhonepayPlus

What we spent and how we spent it
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PhonepayPlus aims to deliver the best regulation of the UK
premium rate services industry at the best value-for-money.

In this section, you can read about how we delivered
regulation that drove consumer complaints down by 77%
over two years, while at the same time we reduced our
core expenditure by 11.6%. We are committed to a further
13.2% reduction in our budget in the coming year, taking
into account CPI inflation.

You can also read about our Registration Scheme project
budget – how we funded the build of the project, what the
running costs are estimated to be and what the cost of
registration will be for providers who must register.
Our full financials for 2010/11 are available on our website,
but more information about PhonepayPlus’ core budget
and the Registration Scheme project budget in 2010/11 is
available in this section.

PhonepayPlus

PhonepayPlus’ core budget in 2010/11
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In our 2010/11 Business Plan and Budget, published
in March 2010, PhonepayPlus committed to reducing
our budget. From 2009/10, we have achieved an 11.6%
reduction in our actual expenditure over the two years.

We are pleased to say that this year we achieved the
savings we were committed to in our budget for 2010/11,
our final expenditure being slightly under budget. The
underspend in the 2010/11 budget was largely due to
non-replacement of staff and the early cutting back
on professional fees in preparation for a larger budget
reduction of 13.2% in our 2011/12 budget.
The below pie chart demonstrates where we spent the
money in 2010/11.
Activity Costing: 2010/11
Full-Year Actuals

11%

2010/11

In our interim update on the industry-wide Registration
Scheme, published in April 2010, we estimated that the
build of the Registration Scheme database would
cost £875,000.
Our costs to the end of the financial year 2010/11 – when
phase one of the Registration Scheme database build,
which includes the functionality to register organisations,
was completed – were £505,000. We are pleased to say
that the estimate for the completion of phase two, which
will include all further functionality, is under £610,000.
Our forecast for overall running costs during the first
year of the Registration Scheme is just under £306,000,
covering both the build and development costs of
the system and the operational costs associated with
administering the Scheme.

15%

22%

35%
17%

··
··
·

Registration Scheme budget

Code Development £599,145 (15%)
Enforcement £1,419,099 (35%)
Consumer Support £695,697 (17%)
Industry Support £880,821 (22%)
Corporate Governance £451,603 (11%)

PhonepayPlus

How we measure up
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To deliver effective, nimble, collaborative regulation that
works for consumers and industry, we need to work hard
to constantly improve our performance.

Key Performance Indicators (KPIs) do not just help us to
measure how we are doing. They help us refine what our
work should focus on and identify areas where we should
take a different approach to achieving our objectives.
Sometimes our KPIs help us to redefine those objectives.
With this in mind, we continue to review and clarify what
our KPIs should be.

On the following pages, you will find our objectives and
the KPIs associated with each one, along with a narrative
around what we learnt from them this year.

21

PhonepayPlus

Annual Report
2010/11

Maximise compliance by providers with the PhonepayPlus
Code of Practice and ensure that “polluters” pay.

Fine Collection Rate and Administration Fee Collection Rate
It is important that we ensure sanctions are implemented
and carried out effectively. We have set a challenging
target for collecting 80% of fines and administration fees
invoiced. Our Finance Team has achieved good success
rates when there were not extraordinary circumstances,
such as a request for a review or oral hearing, or where a
provider went into liquidation and we needed to revert to a
network for payment.
KPI: Fine Collection Rate
Financial Year 2010–2011
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KPI: Administration Fee Collection Rate
Financial Year 2010–2011
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Maximise compliance by providers with the PhonepayPlus
Code of Practice and ensure that “polluters” pay.

Emergency Procedure cases brought to adjudication within 20 working days
There were no Emergency Procedure cases in 2010/11.

Informal cases resolved within 10 working days for FastTrack and 30 working days for Track 1
With the introduction of the Complaint Resolution Team in
2010/11, we set an initial target of 80% of Fast-Track cases
resolved within 10 working days and 30 working days for
Track 1 cases. After a bedding-in period for the team, we
achieved or succeeded the target in the last three months
of the financial year 2010/11 (the first three months of 2011).
KPI: Informal Case Resolution
Financial Year 2010–2011
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Ensure that we act in a way that is
proportionate and transparent.

Notices to Industry sent soon after adjudication
No Notices to Industry due to adjudications were published
in 2010/11.
Tribunal minutes published soon after panel
It is important for both consumers and industry to know the
decisions of the independent Code Compliance Panel as
soon as possible after adjudications have taken place. With
this in mind, we have set a target of publishing the minutes
of the Tribunal not more than ten working days after the
panel has met. We have met this target throughout the year.
The Code Compliance Panel did not meet in December 2010.
KPI: Tribunal Minutes Published within 10 Working Days
Financial Year 2010–2011
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Board meeting minutes published after being agreed
The target for publishing Board minutes following the Board
meeting is seven days. We published within target after all
five Board meetings held this year.
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Maximise awareness and understanding
of the role of PhonepayPlus.

Increasing usage of PhonepayPlus website
Our website usage has remained steady when taking into
account the decline of consumer complaints and harm. The
November peak was due to public concern over a chain
email referring to a parcel delivery service ‘scam’ that we
closed down in 2005. We placed an alternative, reassuring
email response on the website to allay consumer concerns.
KPI: phonepayplus.org.uk Website Visits
Financial Year 2010–2011
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Increasing prompted awareness of PhonepayPlus
This KPI is under review to focus on point-of-need
awareness for consumers and industry, rather than
surveying general awareness through consumer surveys,
ensuring that any expenditure in measuring this KPI is used
most effectively.
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Operate efficiently.

Standard procedure cases brought to adjudication within
14 weeks of allocation
The timely adjudication of cases brought before the Code
Compliance Panel, following rigorous investigations into
providers who are suspected of consumer harm, is critical
to our effectiveness as a regulator. While our target is to
bring such cases to adjudication within 14 weeks of an
investigation being initiated, a balance must be struck in
individual cases between the time and rigour involved in
investigating complex cases as well as fairness to providers
under investigation who request an extension of deadlines.
Despite these critical factors influencing the investigation
of individual cases, we met the target nearly 63% of
the time in 2010/11. In July 2010 and January 2011, the
Investigations Team dealt with a low-level of cases, all of
which were complex and where extensions were requested
by the provider. The Code Compliance Panel did not meet
in December 2010.
The introduction of our Complaint Resolution Team means
that less complex, low-level consumer harm cases are
being dealt with through informal procedures with the
result that our Investigations Team is concentrating on
more complex cases. With this in mind, we are considering
changes to this KPI to take account of increased
complexity as well as requests for deadline extensions.
KPI: Standard Procedure Cases Brought to Adjudicaton
within 14 weeks
Financial Year 2010–2011
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Operate efficiently.

Calls to Contact Centre answered in 30 seconds
For consumers who are concerned about their phone bill
or a premium rate service, swift, effective contact with the
regulator is important. Measuring the speed with which we
respond to consumer calls is one measure of how quickly
we respond to concerned consumers. In 2010, our target of
answering 80% of calls to our contact centre in 30 seconds
was exceeded every month, with the average success rate
being in excess of 90%.
KPI: Calls Answered Under 30 Seconds
Financial Year 2010–2011
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Operate efficiently.

Response to compliance advice requests within
five working days
Working with industry to improve compliance and build
a better market for both consumers and industry means
responding quickly to requests about how services should
comply with the Code. Our target is to respond to 80% of
such requests within five working days. We met this target
or exceeded this target every month in 2010/11.
KPI: Compliance Advice Requests Answered within Five
Working Days
Financial Year 2010–2011

Percent to Target %

100

75

50

25

Target (80%)
0

Visits
Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Complainants are satisfied with the service from PhonepayPlus
Consumer satisfaction is important to us and we set the target
for satisfaction at 80%. 75% of consumers surveyed expressed
they were satisfied or above with the service received from
PhonepayPlus.
We continue to put in place action plans based on survey
feedback to improve satisfaction levels going forward.
Industry members seeking advice are satisfied with service
from PhonepayPlus
Our 2011 qualitative stakeholder audit showed that industry
stakeholders thought we were very responsive when contacted
and that answers came back quickly from compliance.
In 2011/12, we will be conducting a wider qualitative and
quantitative industry survey around our compliance advice.
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An Executive that is fit for purpose and knowledgeable
about the sector.

Staff turnover
We measure staff turnover by the calendar year.
In 2010, we had a 16% turnover of staff. Our target was
less than 20%.
Average number of training days
We want to ensure that PhonepayPlus staff have the
training they need to provide informed, effective advice to
consumers and industry and have the skills they need to
help the organisation regulate a fast-moving market. On
average, PhonepayPlus staff spend one and a half days a
month on training.
Number of days lost to sickness
As a regulator who aims to offer the best value-for-money,
we hope to create a supportive work environment for staff
where people are happy to come to work, evidenced by
low absenteeism. Our target is less than 3% of working
days lost to sickness. In 2010/11, we achieved this target,
with the average days lost to sickness being just under 3%.
In the months where we exceeded the target, the increase
was due to either seasonal illness or individuals who had
specific conditions and were unavoidably prevented
from working.
KPI: The Number of Working Days lost to Sickness in the
Financial Year 2010/11
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Open to criticism, a fair process of complaint

We aim to provide the best regulation possible of
the premium rate services industry in the UK.
To ensure that we are meeting our own high standards,
PhonepayPlus has a formal policy and process to deal with
complaints about the organisation and its conduct. We
have appointed Hilary Bainbridge as the Lay Assessor who
will independently review such complaints.
Any individual or organisation that has contact with
PhonepayPlus can make a complaint about the regulator’s
conduct. For example, a consumer who had complained to
us about a premium rate service and thought that we had
misunderstood a significant part of the original complaint
could use this new process. Or a premium rate provider
that thought we had not followed our own published
procedures could also complain. The new process consists
of two internal stages before the complaint can be formally
referred to the Lay Assessor for review.
You can read more about our complaints process and
our independent Lay Assessor, Hilary Bainbridge,
on our website.
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Our people
The PhonepayPlus Board

The PhonepayPlus Board is responsible for developing
strategic direction for the organisation and ensuring that
the work of the Executive fulfils that vision.
Currently made up of eight remunerated non-Executive
part-time members and the Chief Executive of
PhonepayPlus, six of the Board members have no current
connection with the premium rate industry and the two
members who are currently active in the premium rate
industry – Hugh Griffiths and Jeremy Hallsworth – take no
part in PhonepayPlus’ adjudicatory function.
Sir Alistair Graham is the Chairman, and Robert Chilton
OBE is the Deputy Chairman.

Sir Alistair Graham

Robert Chilton, OBE

Paul Whiteing

Matti Alderson

David Clarke

Ruth Evans

Hugh Griffiths

Jeremy Hallsworth

Howard Webber
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Louise Povey

Maggie Redfern

Our people

The Leadership Team
The Leadership Team comprises Paul Whiteing (Chief
Executive) and two Executive Directors – Bradley Brady
(Director of Strategy & Communications) and Joanne
Prowse (Director of Operations). Responsible for the dayto-day Executive function, the Leadership Team ensures
that Board-approved strategies, plans and policies are
implemented accurately and efficiently.

Paul Whiteing

Bradley Brady

Joanne Prowse

The Code Compliance Panel (CCP)
The Code Compliance Panel (CCP) is responsible for
PhonepayPlus’ adjudicatory function. The CCP is made
up of nine people from which three members are drawn
to form PhonepayPlus’ bi-weekly Tribunals, which hear
and adjudicate on cases against premium rate providers
that PhonepayPlus suspects to be in breach of its Code of
Practice. While three PhonepayPlus non-industry Board
members sit on the CCP (Robert Chilton OBE, David
Clarke and Howard Webber), the CCP’s decision-making
process is independent of PhonepayPlus, with the other
six members (pictured below) being appointed for their
specialist legal and adjudicatory experience.

David Cockburn

Emma Boothroyd

David Jessel

Michelle Peters
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IMCB
The Independent Mobile Classification Body (IMCB) is the
independent body appointed by the UK Mobile Network
Operators (MNOs) to provide a Classification Framework
for mobile picture-based content.

The IMCB is a not-for-profit company formed as a
subsidiary of PhonepayPlus. The two organisations share
staff and office space for reasons of efficiency
and effectiveness.
The IMCB Board is chaired by Sir Alistair Graham and has
three other Board members – Matti Alderson, David Clarke
and Ruth Evans. PhonepayPlus’ Chief Executive, Paul
Whiteing, is the IMCB’s Director and the PhonepayPlus
Industry Services Team provides a compliance advice
service for IMCB classification matters.
It is the responsibility of content providers to use IMCB’s
Classification Framework to self-classify their own content
as ‘18’, where appropriate. Where the content is classified
as ‘18’, its access will be restricted by the MNOs until their
customers have verified their age as 18 or over.
Between April 2010 and March 2011, there were no formal
complaints submitted to IMCB about the misclassification
of visual content. However, IMCB has continued to offer
both formal and informal advice, and it received ten such
requests during this period. Two of these requests were
from content providers to ensure they had correctly
classified their content in line with the Classification
Framework, and the other eight were out-of-remit queries
dealing with content locks that had been applied by
various MNOs.
IMCB is currently redesigning its website (www.imcb.org.
uk) and continues to work with both the MNOs and
content providers.
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