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PhonepayPlus
Introduction
PhonepayPlus is the independent regulator of
premium rate services (PRS) in the UK. These are
the goods and services that you can purchase
by charging the cost to your phone bill or prepay account. With over 25 years’ experience, we
regulate PRS using an outcomes-based regulatory
framework underpinned by a Code of Practice
approved by Ofcom.

Consumers
Industry
Emerging
Trends
Enforcement
Powers

Consumers
We support consumers
by acting swiftly when
they have concerns
about PRS and giving
them the knowledge to
use services on their
phones with confidence.
Industry
Funded by industry,
we work with providers
of PRS to drive up
standards and build
consumer confidence.
Emerging Trends
Through monitoring and
research we anticipate
new and emerging
trends and risks to
consumers.
Enforcement Powers
Where consumer harm
occurs we have strong
enforcement powers
and can fine up to
£250,000 per breach of
our Code of Practice.
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Outgoing Chairman’s message
Sir Alistair Graham
Looking back to my very first PhonepayPlus Annual
Report foreword, I wrote of not being complacent
about the state of the industry, the appropriateness
of our regulation or the ways in which we work, as
well as the importance of being willing to change
to meet new demands.

This is my last Annual
Report as PhonepayPlus
Chairman after six years
in post.

Sir Alistair Graham
Outgoing Chairman

I like to think in those six years,
we have lived up to the challenge
I set then. We have seen
significant changes in the market
and in technology and together
PhonepayPlus and the premium
rate industry have adapted to meet
them. I hope you will indulge me if I
list just some of those changes and
achievements: our name changed
from ICSTIS to PhonepayPlus; the
0871/2/3 number ranges came
under our regulation; we published
our first three-year strategic plan
with an emphasis on prevention and
pre-emption as well as protection;
we introduced the Code Compliance
Panel to ensure a proper separation
of adjudication decisions from
the Board, allowing the Board to
concentrate on the governance and
strategic direction of PhonepayPlus;
we entered into a new framework
agreement with Ofcom, which
has seen our relationship with our
parent regulator go from strength
to strength; we created and rolled
out to schools and youth clubs
nationwide our award-winning youth
education programme, PhoneBrain;
we introduced a Complaint
Resolution team to proportionately
and swiftly deal with minor
consumer harm for both consumers
and industry; we published not one
but two new Codes of Practice,
the twelfth edition of the Code,
published in September 2011,
marking a significant shift from
prescriptive rules to consumer
outcomes, giving us a Code fit for
the fast-moving digital age we are
in; and of course we introduced the
first ever industry-wide Registration
Scheme for all PRS providers in the
UK market.
None of this could have been
achieved without the outstanding
professional efforts of Paul Whiteing
and his staff. I must thank them for
all their support.

We have also become more
efficient as well as effective, having
reduced our budget by 25% in real
terms over the last four years.
The successes should not
belie the fact that there have also
been some tough lessons learnt
and hard experience to build on.
Early in my tenure as PhonepayPlus
Chairman, the regulator and the PRS
industry had to confront and deal
with the fallout from failures around
broadcast PRS. Before my time
as Chairman, PhonepayPlus (then
ICSTIS) had to manage internet
diallers that saw complaints to the
regulator balloon.
Challenging though these
situations may have been, my
abiding memory of the problems
around broadcast PRS is how they
were dealt with by industry and
the regulator. We did this together,
not shying away from asking
difficult questions but by having
those difficult discussions and
then acting together to begin the
journey towards once again building
consumer confidence in
an important sector of the market.
Collaboration with industry
to prevent consumer harm and
build confidence in the market has
defined our journey as a regulator in
recent years and paid dividends in
a substantial reduction in complaints.
This continued need to look
ahead matched by the will to meet
challenges head-on is exemplified
by recent work on malware, where
PhonepayPlus has brought together
the PRS and telecoms industries,
security experts, the police,
other enforcement agencies and
consumer groups in an effort
to understand and tackle this
potential threat.
When we published our first
strategic plan in 2007, I wrote that
one of the tests of character for any
organisation is how it responds to
the challenges it faces. The future
is not always easy to predict but
it is clear that there will be some
major challenges going forward.
This is more relevant now than ever
and I am proud that PhonepayPlus
is ready and eager to tackle new
challenges ahead. I am also
extremely pleased that in Andrew
Pinder the organisation has a
new Chairman with the expertise,
creativity and experience to guide
the regulator and the PRS industry
in all the challenges and
opportunities the future will
inevitably offer. I wish you all the
very best in this endeavour.
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Chairman’s message
Andrew Pinder CBE
Thanks to the strong leadership of Sir Alistair
Graham and the PhonepayPlus Board and the
commitment of the staff, I am inheriting an
organisation that is effective, efficient and wellrespected.

I am delighted to be
taking up the post of
PhonepayPlus Chairman.

Andrew Pinder CBE
Chairman

PhonepayPlus has a strong track
record in protecting consumers and
collaborative working relations with
its key partners, in particular Ofcom,
industry and consumer groups.
And, as Sir Alistair rightly mentions,
in the twelfth edition of the Code
of Practice and the Registration
Scheme, it has a regulatory regime
that is fit for the digital age.
My challenge as Chairman
is therefore not to fundamentally
change PhonepayPlus, but
rather to build on what has been
achieved and to help navigate
through a period of rapid market
and technological change, where
premium rate is becoming part
of a broader micropayments
environment. At the heart of this is
a commitment to ensure that we
support, rather than stifle, innovation
and to ensure that consumer
protection keeps pace with the
changes in the market.
In 2001, when I was appointed
as the Government’s e-Envoy,
I was presented with the challenge
of helping to make the UK a world
leader in e-commerce, bringing
together public and private sectors
behind a common purpose.
I sense that a similar challenge is
part of PhonepayPlus’ role today.
The UK needs a collaborative
regulator that works hard with
industry to build the consumer
confidence that underpins growth
in this sector of the economy. For
without consumer confidence in the
industry, consumer demand will be
held back and new digital services
and products will not achieve the
potential that they should.
I recognise also that these are
difficult economic times and that
whilst some companies in this
sector have plans to expand, for
others it may be more a case of
coping against a backdrop of
increased competitive and cost
pressures. PhonepayPlus therefore
needs to ensure that it continues
to apply regulation that is both
proportionate and cost-efficient.

Central to the effectiveness
of PhonepayPlus is the quality
of our working relationships with
key partners, in particular Ofcom,
industry and consumer groups.
Under Sir Alistair’s chairmanship,
PhonepayPlus has built strong
relations with these partners and
as Chairman I will look to build on
this achievement.
I look forward to working with
you as Chairman of PhonepayPlus
and to the organisation continuing
to deliver the results that consumers
and industry expect from it.
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Chief Executive’s message
Paul Whiteing
In our 25th anniversary year, we have completely
overhauled our regulatory framework and
introduced a new Code of Practice that marks a
new direction in the regulation of PRS in the UK.

This has been a significant
year for PhonepayPlus,
laying down a marker as
much for the future as for
the past.

Paul Whiteing
Chief Executive

Alongside the new Code we also
launched a mandatory Registration
Scheme for all PRS providers,
which has attracted almost 4,000
registrants to date, a significant
proportion of which are based
outside the UK. Both the new Code
and the Registration Scheme draw
on our 25 years of experience of
regulating and working with the UK
PRS industry. Together, the new
Code and the Registration Scheme
give us and the industry we regulate
a framework fit for the digital age we
are in and further innovation ahead.
It feels as if this has been a
year where we have done much
of the heavy-lifting to put in place
this future-proofed regulatory
framework. This hard work has been
a team effort, pulling on industry
insight and expertise and drawing
on the skills of external specialists
where necessary. Industry input
was invaluable at many points
throughout the year, particularly
in the development and the beta
testing of the Registration Scheme
before launch and in working with
providers throughout the valuechain to ensure their clients were
informed about the Registration
Scheme and the need to register.

This year we also restructured
the PhonepayPlus Executive
to increase our efficiency and
effectiveness in what continue to
be challenging economic times.
I am proud to say that my colleagues
admirably rose to the challenge of
delivering and implementing the
two considerable and important
projects of the new Code and
Registration Scheme. Every team
at PhonepayPlus had a role to play,
from the new Code workshops for
industry delivered by the Regulatory
Development team to the Industry
Support registration desk who
fielded queries about registration
in the run up to the enforcement
date in September 2011.
A particular mention should
go to the Registration Project team,
who not only delivered on time
and to budget, but have given us
a quality technical foundation on
which we can develop and build
functionality as the market evolves.
There is still an important job
of work to be done and in the last
year we have laid the foundations
for this. The digital and internet
environment brings exciting
opportunities for consumers,
especially the young. Equally it
brings challenges in ensuring that
consumers can use premium rate
and other micropayments with
trust and confidence. Without this,
the opportunities open to industry
providers will be short-lived,
especially if the digital landscape
becomes tarnished by fraudulent
malware or scams. The low barriers
to entry in such a market, whilst
a positive for industry, can provide
unscrupulous providers with
opportunities to take advantage
of consumers. This needs
guarding against.
We must therefore continue to
adapt our regulatory approach and
apply the new Code in ways that
ensure that consumers get a fair
deal whilst not placing unreasonable
barriers in the way of legitimate
providers of services who want to
innovate. That is a challenge for all
regulators, but a considerable one
for us given that we are regulating
services at the cutting edge of this
new digital age.
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PhonepayPlus
25th Anniversary
In November 2011, PhonepayPlus celebrated
25 years as the regulator of PRS in the UK
with a forum looking ahead to the digital
micropayments landscape.
That PhonepayPlus has been a force
for good in the PRS market — facilitating
change when it was needed and proactively
tackling new challenges — was echoed in
the comments made at the reception by
John Whittingdale OBE MP, Chairman of the
Culture, Media and Sport Select Committee.

Top photo (left to right)
Former Board member
Rt Hon. Baroness Valerie Howarth
OBE Former PhonepayPlus Chairs
Sir Louis Blom-Cooper QC
Rt Hon. Baroness Brenda Dean PC
Sir Peter North CBE QC FBA

“For 25 years,
PhonepayPlus
has been a
unique model for
industry regulation
and it has been
extraordinarily
effective.”
Andrew Bud, MEF

25 years regulating premium
rate services in the UK

Top photo (left to right)
John Whittingdale OBE MP,
Chairman, Culture, Media
and Sport Select Committee
Sir Alistair Graham, outgoing
Chairman, PhonepayPlus

“Congratulations
to Paul and his
team for leading
the organisation
forward with a
vision of pragmatic
regulation for a
mature industry
sector.”
Edward Boddington, AIME

New regulatory regime for PRS
08
09

	The new Code
Registration Scheme

4,000 75
providers
registered
with us from

countries

See page 09

1 September 2011

New Code
of Practice
See page 08

Strong regulatory
framework for the
digital age
See page 08
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New regulatory regime for PRS
The new Code
In 2011, following a detailed consultation with
industry, PhonepayPlus introduced a new regulatory
regime for premium rate services. This comprises
two elements: a new Code of Practice (twelfth
edition — 'the Code') and a Registration Scheme
for providers of PRS. This new Code has a number
of features that make it a strong regulatory
framework for the digital age:

New Code
outcomes:
Legality
Transparency
and pricing

•	The new Code is focused on clear outcomes
rather than detailed rules — this provides
clarity to industry and consumers about what
regulation is designed to achieve and gives
industry the flexibility to develop and innovate
without being held back by detailed rules
that may quickly become out of date. The
six outcomes set out in the new Code are
listed opposite.

Fairness

• T
 he new Code is supported by wide-ranging
Guidance — this gives industry the information
it needs to build compliance, with Guidance
that is able to respond quickly to changes
in technology and to changing patterns of
consumer harm.
•	The new Code regulates all players in the
value-chain according to their role — this
builds compliance throughout all parts of the
PRS industry and is fair, as it holds providers
to account only for the parts of the service
they are responsible for. It is underpinned by
a requirement for effective due diligence and
risk control.
We are confident that the new Code provides
the right approach for regulating PRS in a digital
age and we are focused on ensuring that the
implementation of the Code delivers the results
that consumers and industry alike expect from it.
The Code of Practice (twelfth edition) is available in full online:

www.code.phonepayplus.org.uk

Privacy
Avoidance of
harm
Complaint
handling
For more details see back
cover
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New regulatory regime for PRS
Registration Scheme
As part of the new regulatory framework for PRS,
PhonepayPlus launched the first-ever Registration
Scheme in April 2011, helping providers to build
compliance into their services.

Since its launch, the
Registration Scheme has
almost 4,000 registered
providers, spanning 75
countries worldwide
— reflecting the global
future of the premium rate
industry and of our work.
To see a map of countries where there are registered
providers see pages 18 and 19

Registration Campaign
‘Are You In?’
To encourage all PRS providers
and their clients to register their
organisations, numbers and
services with PhonepayPlus before
the 1 September 2011 enforcement
date, we ran the ‘Are You In?’
registration campaign. Using clear,
simple messaging and a variety
of eye-catching animal characters,
we made e-flyers and other online
material available for providers to
mail to their own clients as well
as sending to all providers on our
database.
We are running a renewals
campaign throughout the summer
of 2012 to ensure all providers
maintain their registration.

Any PRS provider operating in
the UK market now registers their
organisation, services and
premium rate numbers with us.
The Registration Scheme is
accessed through PhonepayPlus’
website and enables providers to
register and manage their account
easily and conveniently online.
This means we have oversight
of the entire UK PRS market, helping
us to prevent fraud or non-compliant
services from repeating malpractice.
In turn this improves confidence
and trust in the use of PRS for
both industry and consumers alike.
PRS providers are required to
update critical details such as the
premium rate numbers they use and
the services associated with these
numbers, ensuring the regulator has
accurate, up-to-date information.

These numbers and services
can then be checked by consumers
through the PhonepayPlus
Number Checker on our website.
This has proved invaluable as a
customer self-service tool and has
empowered consumers to resolve
their own issues, where appropriate,
directly with providers and without
the need to refer to the regulator in
the first instance.
The Registration Scheme is
an important tool for those involved
in the provision of PRS in the UK,
giving them the ability to contract
with confidence through access to
due diligence reports on providers
they contract with, ensuring the
market operates in an open and
transparent way.
Industry led calls for a scheme
to support due diligence and risk
control and we have worked closely
with providers over the past year
to deliver and implement a scheme
that gives clarity and inspires
confidence. During the development
process, a number of companies
participated in beta testing and
we held a series of workshops to
prepare companies for rollout.
We have also maintained technical
support with a dedicated helpline
for registration queries.
The fee for registration is
reviewed annually to reflect changes
in the market and to ensure it does
not act as a barrier to entry. For
2012/13, the fee is set at a flat rate of
£135 plus VAT unless the provider is
exempt (for example, charities).

Registration with PhonepayPlus
is mandatory for all premium
rate providers in the UK market.
Registration lasts for one year.
You MUST renew your registration
each year and pay the annual
registration fee (unless you are
exempt).
YOUR renewal date is due this
month.

July
is your
renewal
month

The registration fee for the coming
year is £135 +VAT, unless you
are exempt. There are important
changes to exemptions this year.
To renew your registration and to
find out more, click here on this flyer.

Renew YOUR
Registration
www.phonepayplus.org.uk

To find out more go to:

www.
phonepayplus.
org.uk/
For-Business
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	Market size and sectors
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rate market
14 The consumer experience
15 Children and PRS
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58% 10%
increase in consumer confidence
in pricing over two years
See page 14

8,499
consumer complaints in 2011/12
See page 20

of complaints related to
children in 2011/12
See page 15

£796.5m 575%
value of the UK PRS market in 2011
See page 12

increase in access to PRS
through social media in one year
See page 13

12

PhonepayPlus Annual Report 2011/12

PRS market developments and consumer experience
Market size and sectors
Our annual market review showed that the UK
premium rate market in 2011 generated revenues
of £796.5m (excl. VAT). This represents a like
-for-like decline of 6.4% in the size of the market
compared with 2010.

In April 2012,
PhonepayPlus published
its annual review of the
premium rate market,
Current & Future Market
for PRS 2011.

Market value by type of service 2011 (£m)

Broadly, there are two main
factors that have been squeezing
premium rate revenues — the
general slowdown in the economy
and the competitive pressure on
the premium rate market from
free content and from other
micropayment mechanisms. In
light of these pressures, a decline
in the market of around 6% should
not be seen as surprising. Many
sectors of the UK premium rate
market continue to be healthy and
innovative and PRS are well placed
to continue providing value to
consumers in the digital age.

Directory enquiries services
continue to be the largest premium
rate sector by revenue, generating
£177.4m. However, revenue for these
services declined by 14% compared
to 2010, as the growing penetration
of smartphones means more
consumers are instead searching
for information on the internet.
Adult entertainment was the
second largest sector by revenue,
at £125.7m, followed by general
information services, at £99.5m.
The fixed line part of the market
declined in 2011, with revenues for
voice 090 services at £174.4m, down
by 10.7% on 2010.
Other parts of the premium rate
market are expanding, as changing
technologies and business models
make these services more attractive
to consumers. Examples are
charitable donations using premium
rate and gambling services,
which totalled £45.5m and £38.6m
respectively in 2011.

UK premium revenues by payment type (£m)

180

177.4

200

160
125.7

140

99.5

120
100

16.2

14.5

20.0
20

18.0

36.2

33.5

36.7

38.6

40

37.2

43.0

53.8

60

45.5

80

Other entertainment

From PhonepayPlus Current & Future Market 2011 report.
PRS market sizing for PhonepayPlus.

Mobile personalisation

Tarot/astrology

Virtual items and gifts

Mobile games

Flirt/dating or chat

Voting/TV participation services

Call services

Gambling/lotteries

Non-phone content

Charity donations

Competitions/quizzes

General info. services

Directory enquiries
Source
		
		

Adult entertainment

0

Key

TV red button
£1.7, 0.2%
	Directory enquiries (DQ)
£177.4, 22.3%
Premium rate text
£323.1, 40.6%

Source

Payforit
£24.4, 3.1%
PRS voice 09
£174.4, 21.9%
Voice 087x
£95.5, 12.0%

From PhonepayPlus Current & Future Market 2011 report.
PRS market sizing for PhonepayPlus. Revenues exclude VAT
and are PRS only, i.e. do not include any operator surcharges
occurring as a result of PRS activity.
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PRS market developments and consumer experience
Trends in the premium rate market
In addition to setting out the
latest size and segmentation
of the premium rate market,
our annual market review
also considered trends that
are occurring in the market.

PRS users’ level of PRS use in the past
six months compared with the previous
six months

Key

	It has grown
	I use them more now
37%
	It has decreased
I use them less now
23%
	It has stayed about
the same
40%

Source

From PhonepayPlus Current & Future Market 2011 report.
PhonepayPlus quantitative consumer study, December 2011. 		
Base: 3,785 current PRS users.

This is important to help us understand the drivers
for change in the market, how these are affecting
consumers and how the market may evolve in the
future. Our market review highlighted a number
of important trends.
The growing use of smartphones
is changing the market.
The growing penetration
of smartphones creates both
opportunities and challenges
for premium rate services.
Opportunities arise because
smartphones enable consumers
to access new, but also existing,
types of phone-paid content and
services, through the likes of social
media and mobile applications.
However, smartphones also create
competitive challenges for premium
rate services, as consumers are
able to access more free content
and services as well as services
that are delivered through other
micropayment mechanisms. In our
survey, 39% of consumers that
are using premium rate services
less than six months ago said that
the reason was they are using free
services instead.
Premium rate is increasingly
becoming part of the wider
micropayments landscape.
Premium rate is just one of a
number of ways in which consumers
can pay to access digital content
or services — others include for
example credit/debit cards, PayPal,
virtual currencies and emerging
e-wallets. Consumers often use
different micropayment methods
for the same digital goods and
services. The increasing range of
micropayment mechanisms —
and the convergence of content
and services that can be delivered
through them — raises the question
of how to ensure consistent
protection for consumers in this
changing market. PhonepayPlus
is engaging on this issue with the
Department for Culture, Media and
Sport and other interested parties
in the context of the Government’s
Communications Review.

The market is consolidating
and becoming increasingly
international.
The PRS market is becoming
increasingly international, partly
as a result of intermediaries
facilitating mobile payments
for global sites across a range
of platforms and markets. This
increased internationalisation
and consolidation means many
of the UK’s aggregators are now
part of international consortia
— PhonepayPlus’ Registration
Scheme has registrants from
75 countries (see pages 9, 18
and 19). Markets for digital
content will continue to globalise
as multinational m-commerce
expands.
Social networking and internet
promotions are becoming
increasingly important as a means
of directing consumers to premium
rate services.
The internet and social
networks are rapidly growing as
drivers of digital content paid for
through premium rate. This has
provided opportunities for the
PRS industry to market to new
users. 41% of PRS users said they
had been directed to a premium
rate service through the internet
in 2011, compared with 19.6% in
2010. Similarly, in 2011 we have
seen a 575% increase (although
starting from a low base — 4.3% in
2010 compared to 23%in 2011) in
consumers accessing PRS through
social networks, reflecting a wider
societal and economic change.
These changes create opportunities
for businesses and consumers (see
page 14), but they can also create
opportunities for consumers to be
misled (see pages 25 and 26).
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PRS market developments and consumer experience
The consumer experience
Premium rate continues
to provide a wide
range of valued services
to consumers.
This is demonstrated
by the wide variety of
entertainment and
other activities illustrated
in the first graph below.

In our consumer survey, in our
annual market review, 40% of
consumers said that their usage of
premium rate services had stayed
the same over the past six months,
whilst 37% said they used them
more than six months previously
and 23% said they used them less.
This is consistent with our market
data showing differentials in
performance across different
premium rate services.
Convenience and value
for money were identified in our
survey as the biggest reasons
why consumers buy premium rate
services regularly.

Particularly encouraging is
the progress that has been made in
pricing transparency. In 2009, only
38% of those surveyed thought that
PRS pricing was transparent —
in 2011 that figure had increased
to 60%. This reflects the focus that
the regulator and industry have put
on improving pricing transparency
and we will look to improve this
figure further.
As described on page 13 of
this report, the way consumers are
discovering PRS is also changing,
with significant increases in
engagement with services via
promotion on the internet and
through social networking sites.

However, whilst the overall
picture of the consumer experience
of premium rate is a positive and
generally improving one, we remain
vigilant to protecting consumers
against both established and
evolving risks in this changing market
place. In later sections of this report,
we set out the actions we are taking
to identify and address a range
of actual and potential consumer
harms, including mobile malware
and misleading promotions.

Consumer usage of specific premium rate services — in the second half of 20111
16.0%
14.0%

14.3% 14.1%
13.9% 13.9%
13.2%

12.6%

12.1%

12.0%

11.8% 11.7%

11.4% 11.2%
11.0%
9.0%

8.7%

5.8%
Babe/porn type images
and videos on mobile

5.5%
Sex chat on the phone

6.0%
Tarot, astrology, psychic
or fortune-telling

Flirt, dating or chat
services (non-sexual)

6.5%

Called an 087 chat line

Used text to buy a virtual (digital)
gift or tool

7.9%
Called 09 to bid on something
advertised on TV

9.1%
Used text or 09 to pay for call services

9.4%

Texted directory enquiries

Paid for non-phone content using 09

Paid for non-phone content using text

Received paid text alert

Used red button

Bought a mobile game

Called an 09 information service line

9.6%

Bought music or video for mobile

Bought a mobile ringtone, wallpaper or similar

Given money to charity using text

0.0%

Voted by text or texted comment to TV or radio

2.0%

Voted on a reality TV show using 09

4.0%

Called directory enquiries

6.0%

Called an 087 business line

8.0%

Entered a competition or quiz by premium SMS

10.3%
10.0%

Perception of PRS pricing clarity — 2009 vs 20112
When advertised, were you certain how much you would be charged by
the service?

Key

24%
No

2011
45%

2009

Yes

60%
Source

Don’t know

38 %

1	From PhonepayPlus Current & Future Market for PRS 2011 report.
PhonepayPlus quantitative consumer study, December 2011.
Base: responses from 4,018 PRS users applied to a total of 16,251
entering the survey.

16%
17%
0%

10%

20%

30%

40%

50%

60%

70%

2	From PhonepayPlus Current & Future Market for PRS 2011 report.
PhonepayPlus quantitative consumer study, December 2011
compared to results to equivalent question in 2009 Current &
Future Market for Premium Rate Services report by Thinktank
International Research.
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PRS market developments and consumer experience
Children and PRS
We recognise that the evolving digital market place
has and will impact consumers in new ways and
that this is also true of children. We have undertaken
a number of research projects this year that have
given us insight into children’s interaction with PRS
and other digital micropayments, together with an
understanding of potential risks posed to children
in the digital market place.

Over 25 years we have
built up a wealth of
experience to ensure
that children are able
to use premium rate
services safely and
with confidence.

Our survey on children, PRS and
micropayments showed that two
in three children now have access
to a smartphone allowing them to
engage with diverse and rapidly
developing digital content. While
the benefits of digital content to
children range from entertainment
to education, our research found
that the digital market place also
poses new challenges for children,
parents and teachers. While
young people are savvy using
new technologies and enjoy the
opportunities these bring, there
remain concerns about children’s
understanding of ‘frictionless’
transactions such as PRS and other
digital micropayments.
Our research showed
that many online and in-app
micropayment transactions have
the feeling of being pretend money.
Virtual currencies, in particular, have
the potential to confuse children —
half of the children surveyed found
it difficult to keep track of virtual
currencies while a quarter had "no
idea" how much digital items cost
in real money.
Although the proportion of
complaints involving children has
held steady at about 10% of our
total volume in the last two years,
between 2010/11 and 2011/12 we
have seen an almost 300% increase
(from a low base) in complaints
involving children and mobile apps.
In 2011/12, PhonepayPlus
received complaints relating to
children as young as two years
old, with a peak at around 13, with
issues ranging from unsolicited
premium rate messages to exposure
to sexually explicit material.

PhonepayPlus already has a
number of robust measures in place
to protect children using premium
rate micropayments. These include
enforcing our Code of Practice,
which has specific protections
relating to children’s services and
to adult entertainment services,
including enforcing age verification.
We also have a substantial track
record of working proactively with
industry to protect consumers,
particularly young people. Industry
has worked closely with us on
PhoneBrain, our award winning
young people’s education project.
We have also strengthened our
partnerships with a range of other
organisations that seek to protect
young people online, including
Childnet, Get Safe Online and the
Internet Watch Foundation.
We will continue to review both
our framework of rules and our
activities to ensure that we continue
to protect children and young
people using premium rate services.
To find out more about
PhoneBrain and our work with
young people, turn to page 21.
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Consumer engagement
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Investigations
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New

Futures
Group

established

See pages 22 and 23

£954,035
in fines in 2011/12

See page 26

40

cases
adjudicated
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40%

increase in charity text donations
in one year
See page 22
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Organisations registered by country
Global range of UK PRS providers
3,789
Organisations
Worldwide

Cyprus 20
Poland 19
Canada 19
Sweden 16
Switzerland 15
Hong Kong 14
China 12
Austria 11

UK 3,119
USA 87
Netherlands 70
Germany 62
Ireland 52
France 35
Australia 21
Spain 20

Belgium 10
Gibraltar 10
Israel 10
Denmark 9
Luxembourg 7
Bulgaria 6
Jersey 5
Russian Federation 5

Finland 5
Portugal 5
Hungary 5
Malta 5
India 5
UAE 4
Estonia 4
Czech Republic 4
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In 2011, we launched the first ever
industry-wide Registration Scheme
for PRS providers who operate in the
UK market.
The number and range of
registered providers who are based
overseas illustrates the global nature
of the PRS industry, particularly in
the digital age.
In 2012, PhonepayPlus will lead
discussion about PRS regulation in
international markets, when it hosts
an international summit of PRS
regulators from across the world
in October.

Canada

52

Ireland

87
USA

1

Mexico

1

Colombia
Key

North America

	South America

Africa

Europe

Asia

Australia

2

Argentina

19

Singapore 4
Turkey 4
South Africa 4
Romania 4
Norway 4
Belize 4
British Virgin Islands 4
Serbia 3

Thailand 3
Malaysia 3
Guernsey 3
St Vincent and the
Grenadines 3
Uruguay 3
Seychelles 3
Greece 3

Slovakia Rep 3
Saint Kitts and Nevis 3
Lithuania 3
Lebanon 3
Mauritius 2
New Zealand 2
N. Antilles 2
Nigeria 2

Bosnia & Herzegovina 2
Bahamas 2
Argentina 2
Latvia 2
Morocco 1
Barbados 1
Dominica 1
Kenya 1

Mexico 1
South Korea 1
Macedonia 1
Panama 1
Taiwan 1
Croatia 1
Japan 1
Italy 1

Moldova 1
Jamaica 1
Colombia 1
Bangladesh 1
Anguilla 1
Liechtenstein 1

5

Russian
Federation

70

Netherlands

3,119
UK

12

China

14

Hong Kong

2

5

Nigeria

India

4

South Africa

21

Australia
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PhonepayPlus activities
Consumer support
Some consumers do experience problems with
PRS and that is where PhonepayPlus can help.
For some consumers, it may be their phone bill that
first raises concerns and questions — they may have
high costs on their bill from a premium rate number
or shortcode they don’t recognise.

Most consumers enjoy
PRS and have no
problem with the goods
or services purchased.

25

25 years regulating
PRS in the UK

Consumers’ queries about such
numbers can be very easily resolved
by our Number Checker service.
The Number Checker is available for
anyone to use on our website and
is populated by the numbers and
services registered with us by PRS
providers in the UK market.
Our Number Checker is regularly
used by networks’ customer services
teams to inform their customers.
Using Number Checker
will give the consumer a better
understanding of how they have
incurred the cost. This may resolve
the issue. However, if it does not, the
consumer may wish to speak to the
service provider, or to their Network
operator, or to PhonepayPlus.
If a consumer wishes to make
a complaint about a premium rate
service, PhonepayPlus’ Consumer
Services team will gather as much
information as possible. The
complaint is then collated with
any other associated complaints
(for example, those involving the
same premium rate number) and
passed to PhonepayPlus’ Complaint
Resolution team as a case. The
team further assesses the case and
associated complaints to decide
what should happen next (for further
details, see page 26).

Over the last year, 25,600
consumer calls were made to
PhonepayPlus resulting in 8,499
complaints. This represents an
increase in complaints of just under
60% on last year’s figure of 5,376
complaints. The rise in complaints
this year reflects a trend set out
earlier in this report – rapid changes
in the market bring benefits to
consumers but also create risks
of consumer harm. PhonepayPlus
is working closely with industry
to address the causes of rising
complaints. We have taken a
comprehensive range of actions
to tackle the issue, including
publishing industry Guidance,
promoting consumer engagement,
and active use of our enforcement
and sanctions procedures. While
we continue to keep a close eye on
complaint levels, it should be noted
that this year’s complaint figure of
8,499 remains 64% lower than it
was in 2008/09 when we received
23,278 complaints.
Of the 8,499 complaints
received this year, 72% were dealt
with informally. Where harm is
relatively minor or less serious,
our Complaint Resolution team
uses ‘Fast-track’ procedures to
resolve complaints by working
with providers to address less
serious breaches of the Code and
secure full refunds for consumers.
This approach provides swift and
effective redress for the majority
of complainants.
The Complaint Resolution
team’s intervention meant that we
secured over £31,000 in refunds for
consumers last year without the
need for a formal investigation. The
majority of these complaints related
to pricing prominence, pricing clarity
and contact details.
To read about PhonepayPlus
investigations into more serious
consumer harm and the action we
take against providers who cause
this harm, turn to page 26.
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Consumer engagement
Consumer literacy
PhonepayPlus is committed
to engaging consumers.
Aware and informed consumers
are essential to a healthy
market and to developing trust
in premium rate services.

PhoneBrain
Since 2006, PhonepayPlus’ PhoneBrain project
has developed young people’s confidence in using
PRS by helping them to recognise and understand
the potential costs involved, while at the same time
highlighting the opportunities associated with the
services available.
The 2011 PhoneBrain competition was launched in March culminating
in a ‘Dragons’ Den’ competition final, held at ITN studios in London in
January 2012. The competition was rolled out to schools nationwide
and 3,500 youth clubs through our partnership with Clubs for Young
People. The enterprise competition strand was supported by social
enterprise charity, Live UnLtd, who gave a total of £6,000 in bursaries
and development mentoring to finalists to support socially beneficial
ideas. Nine groups of finalists from all over the UK attended and had their
ideas judged by a range of industry experts including from BT, Three,
ITV and O2. These finalists are now in the process of working with their
development mentors to take their ideas forward.

To find out more go to:

www.phonebrain.org.uk

The growing use of smartphones, apps and social networks
makes it more important than ever that consumers know what
they are doing when using their phones to purchase digital
content and services.
PhonepayPlus has established a Consumer Literacy
Working Group, comprising of ourselves and representatives
of the PRS industry, consumer groups and other partners
to co-ordinate our work on consumer engagement. Our
objectives are to ensure that consumers:
•	Understand what PRS are and how they are promoted
and monetised.
•	Know how to use PRS safely as well as how to spot risks
of consumer harm.
•	Know how and where to complain and seek redress if
things go wrong.
This year we have refreshed our website to make it more
accessible to consumers seeking information. We have also
updated and re-launched our Number Checker facility that
enables consumers to identify and contact services for which
they have been billed.
Following PhonepayPlus enforcement actions, we have
raised public awareness, through media campaigns, of a
number of threats to consumers, including PRS malware,
social media-based fraud, misleading promotions and
misleading PRS information services.
To strengthen our consumer outreach work, we have
also developed partnerships with a range of public and private
bodies, including Get Safe Online, Which?, Citizens Advice
and Childnet.
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PhonepayPlus activities
Co-operation with industry
A strong and effective
relationship with industry
is essential to driving up
standards in PRS.
That is why PhonepayPlus
works hard to engage
collaboratively with
PRS providers to raise
compliance and in order
to build consumer trust
and confidence, enabling
businesses to invest
and grow.

25

25 years regulating
PRS in the UK

In addition to working with industry to launch the
new Code of Practice and Registration Scheme,
we held a series of workshops in 2011 to help
industry get to grips with their responsibilities under
the new Code.
PhonepayPlus works proactively
with industry to understand market
developments, as well as to prevent
and pre-empt consumer harm that
can damage the PRS market. In
the last year, we held two industry
forums giving PRS providers the
opportunity to feed into our work
as well as an opportunity to discuss
new and emerging challenges.
In April 2012, we also held a
malware summit on PRS fraud on
smartphones with key stakeholders.
In this significant step, the industry
and the regulator came together to
pre-emptively address challenges
facing the industry and to work to
deliver effective solutions.
We have supported market
innovation, working with a number
of leading charities in the past
year to enable the development of
premium rate charitable donations.
According to nfpSynergy’s Charity
Awareness Monitor, charitable
text donation is a market that has
grown 40% from 2010/11 and is
set to continue to grow in the
coming years.
In a fast-paced environment,
PhonepayPlus recognises that
there may be a need from time to
time to clarify our expectations
under the new Code so that it keeps
pace with market developments.
To that end, we have published a
number of Compliance Updates
and Guidance to give industry
clarity and regulatory certainty as
new services emerge. This included
Guidance on billing for smartphone
apps and changes to some of our
prior permission regimes to improve
standards.
We will continue to work
collaboratively with industry to
ensure that as the new Code beds
in we strike the right balance in
terms of compliance and provide the
appropriate degree of flexibility in the
way the key requirements are met.

But we cannot be complacent.
The rapid developments in mobile
technology mean that the way
consumers access and pay for
services is changing. PhonepayPlus
has been working proactively
with industry to understand the
challenges for PRS and issued
a response, supported by PRS
trade bodies, to the Government’s
Communications Review in July
2011, which will inform the proposed
Communications Bill. Furthermore,
we have set up a Futures Group
in conjunction with the Industry
Liaison Panel to actively consider
developments in the premium rate
sector and their likely impact on
consumers and the market.
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Industry Liaison Panel
Industry members
Suzanne Gillies

PhonepayPlus
Board and Executive
members

Jeremy Flynn

Andrew Pinder CBE

Hannibal Latuff

Hugh Griffiths

Graham Pottie

Paul Whiteing

Jeremy Hallsworth

Joanne Prowse

Action4

AIME

BBC

BT

BT and PhonepayPlus
Board member

Neil Pepin
Channel 4

Andy Martin
FCS

Ann Cook
ITV

Hamish MacLeod (Chair)
MBG

Rory Maguire
AIME and MBG

Shawn Brown
MDA

Vildan Hasanbegovic
MEF

Paul Berney
MMA

Gavin Daykin
Ofcom

Nik Hole

The Number

Justin Hornby
UKCTA

PhonepayPlus Chairman

PhonepayPlus Board Member

PhonepayPlus Chief Executive

PhonepayPlus

Patrick Guthrie
PhonepayPlus

Mark Collins
PhonepayPlus

The micropayments market is becoming increasingly
competitive with consumers and service providers
using a range of payment mechanisms with which to
buy and sell services. Yet, PRS continue to hold their
own against this stiff competition because of their
ubiquity and convenience.
The Industry Liaison Panel (ILP) is
made up of organisations and trade
bodies whose members have close
practical experience of operating
PRS and a direct interest in ensuring
that consumers continue to find it
easy to use and trust. We strongly
support PhonepayPlus’ ‘Pre-empt,
Prevent and Protect’ approach
and regard it as one of our primary
functions to assist the regulator in
evolving regulation and Guidance to
meet new challenges.
I pay tribute to my colleagues
on the ILP that have given
much assistance and advice to
PhonepayPlus in the past year
in establishing the Registration
Scheme for PRS providers. We are
confident the scheme will greatly
assist the industry in protecting
consumers from harm by making
it easier to carry out due diligence
on new providers.
One of the great features of
PRS is that they are flexible and
provide an excellent platform for
innovation, and the diversity of
applications that have emerged over
their 25 year history is testament to
the creative possibilities. The recent
growth in charity donations via text
message is a great example.
However, in such a dynamic
environment it is necessary to be
alert to emerging threats and one of
the innovations in the past year has
been to create a Futures Group.
It serves as a partnership between
the ILP and the regulator and
focuses on near and medium-term
market developments, risks of
misuse and, if appropriate, proposes
new Guidance.
The ILP also provides an
experienced and consultative
sounding board for PhonepayPlus
in writing such Guidance. The
Guidance on app-based services
published in February 2012 is
an example of this process.
Developments in social media and
the use of PRS is a further example
of an item on the group’s agenda
as PhonepayPlus examines this
issue to ensure consumers are
protected adequately.

Looking ahead, the ILP will be
tracking closely the topic of malware
for smartphones. While the House of
Commons Science and Technology
Select Committee report in 2012
on malware and cyber crime stated
that known worldwide variants of
mobile malware represented a very
small proportion of total malware,
the ILP will be working hard with
PhonepayPlus to keep it that way.
The handful of instances in the UK
identified by PhonepayPlus have
been shut down quickly and, with
swift communication between
regulator and industry, the money
flow cut off, so that fraudsters have
not benefited from their actions.
Finally, on behalf of the ILP,
I would like to thank Sir Alistair
Graham for his very significant
contribution during his term of
office. The ILP also congratulates
PhonepayPlus on reaching its Silver
Jubilee and looks forward to working
together with the new Chairman
and his team on the challenges and
opportunities that lie ahead.

Hamish MacLeod
Chair
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PhonepayPlus activities
Research
PhonepayPlus has an
established research
programme that collects,
analyses and interprets
data about the PRS
market and consumers’
experience of PRS
micropayments.

"We are impressed by
PhonepayPlus’ expertise
on the dangers of
criminal exploitation of
smartphones.
We recommend that
PhonepayPlus has a
dedicated part of the
enhanced Get Safe
Online website and that
they are consulted closely
in the development of
regulatory policy to take
into account, for example,
online services involving
micropayments."
House of Commons Science and Technology Select
Committee report on malware and cyber crime in 2012

The research programme is run by our Research
and Market Intelligence team and provides a
robust evidence-base that informs our work as
an intelligent regulator.
We commission an annual indepth survey of the UK PRS
market and consumer use of PRS
micropayments (see pages 12 to
15). This is the most comprehensive
guide to the PRS market and
consumer trends and is a reference
point for the industry we regulate
as well as other regulators and
consumer groups.
In 2011/12, our research
programme focused on children
and young people, and their use
of PRS and other micropayments
(see page 15 for findings). This
included a dedicated survey and
chapter in our 2011 annual market
review, Current & Future Market
for PRS 2011. Consumer-focused
research, such as our Online
Gaming and Payment Platforms
report into social gaming online,
also included children in the survey.
This gave us new insight into
children and young people’s
interaction with online games,
how they pay to play and their
understanding of micropayments
transactions in this environment
see page 15 for findings).

We also undertook research
that looked at regulatory frameworks
for PRS micropayments worldwide.
Published in May 2011, this research
showed that the average global
PRS revenue per capita (based on
20 bench-marked countries) was
4.57USD. In the UK, the average per
capita revenue is 18.70USD.
The research suggested that
effective and proportionate
regulatory regimes, like the UK’s,
do support growth and innovation
in micropayment markets by driving
out scams and building consumer
confidence. PhonepayPlus has
also undertaken research into PRS
malware to help us deal with this
threat to consumers.

To read PhonepayPlus' research reports in full go to:

www.phonepayplus.org.uk/
For-Business/Research
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Intelligence
PhonepayPlus strives to keep pace with
developments in a fast-changing market, allowing
us to deal with new and emerging threats. Our
intelligence gathering is vital to understanding the
consumer experience of PRS, helping us to target
our enforcement action to pre-empt and prevent
bad practice that can lead to consumer harm.

Case Study
The first major PRS malware
attack on UK consumers
occurred in November 2011 as
part of a wider attack across
18 countries.
The malware was downloaded by
unsuspecting consumers from the
Android Marketplace for supposedly
free versions of popular apps that
a consumer would normally pay
for, such as Angry Birds, Cut the
Rope and Assassin's Creed. The
attack was identified by a number
of anti-virus companies and named
RuFraud by anti-virus vendors as it
was suspected to have originated
in Russia.
Using monitoring intelligence,
PhonepayPlus acted immediately,
in partnership with others, tracking
the attack, requesting suspension
of the UK shortcodes and thereby
ensuring that funds were withheld
from those attempting to profit
fraudulently from UK consumers.

The RuFraud attack affected
1,391 mobile numbers in the UK,
10% of the global number of
consumers affected, and £27,850
was taken before the shortcode
was suspended. Following a formal
investigation by PhonepayPlus, the
aggregator that provided the system
for monetising the attack was
fined £50,000, ordered to refund all
affected UK consumers and had a
number of other sanctions imposed.

25

25 years regulating
PRS in the UK

The Research and Market
Intelligence team works closely with
a wide spectrum of stakeholders to
understand current and emerging
trends in the market, underlying
technologies and tools for detection,
evidence-capture and analysis of
malpractice. Knowledge and good
intelligence give PhonepayPlus
the ability to plan ahead, as well
as provide technical insight into
complaints and support increasingly
complex investigations.
As threats have emerged over
the last year, the Research and
Market Intelligence team has worked
closely with the Customer Services,
Investigations and Regulatory
Development teams to keep them
abreast of emerging threats in
the market and specific issues
encountered.

PhonepayPlus also shares
information on emerging threats with
industry and works collaboratively
with business to protect and inform
consumers in relation to new risks.
This year the Research and Market
Intelligence team led the first UK
summit on PRS mobile malware,
working with colleagues in our
Regulatory Development team,
with senior representatives from
the PRS and telecoms industries,
regulators, consumer groups,
security firms and the police.
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PhonepayPlus activities
Investigations
From time to time, things can go wrong or have
potential to cause harm. When it does, PhonepayPlus
acts quickly and firmly to stop and prevent those
few providers who harm consumers and the
PRS market.

PhonepayPlus' Code
of Practice sets out the
outcomes providers must
achieve for consumers.

PhonepayPlus

Code of Practice

The Complaint Resolution team
is responsible for identifying more
serious breaches of the Code
and presenting cases to our
Investigations team for formal
investigation under the Track
2 procedure. This enables
PhonepayPlus to target resources
on areas that cause, or have the
potential to cause, more significant
harm to consumers.
In 2011/12, the Investigations
team considered 40 cases that were
subsequently referred to the Tribunal
(comprised of three members of
the Code Compliance Panel — see
opposite) for adjudication on alleged
breaches of the Code. Cases heard
by the Tribunal included malware,
unsolicited promotions and
typosquatting (also known as 'fat
finger' mistyping), where users were
misled into subscribing to costly
services. These cases resulted in
heavy sanctions against providers.
In 2011/12, the Tribunal imposed a
total of £954,035 in fines against
providers for serious breaches of
the Code.

As part of our drive to
strengthen incentives to comply
and keep costs down for the PRS
industry, we will take forward work
in the next year to strengthen
implementation of the ‘polluter pays’
principle so that the regulatory costs
arising from non-compliance are
paid by those responsible for the
harm caused and not by the industry
as a whole.
In the past year, we published
for the first time our Investigations &
Sanctions Procedure, which applies
to the new Code of Practice. We
believe this to be an unprecedented
step amongst regulators and
reflects our commitment to
improve transparency around
our investigations and sanctions
procedures, ensuring that industry
understands and has confidence
in the process. To help make our
procedures as clear as possible,
we also published a schematic
on our website that sets out, in
graphical form, the process we
follow when dealing with complaints
about services.

To view the complaints and
investigations schematic go to:

www.
phonepayplus.
org.uk/
For-Business
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Code Compliance Panel
From 1 September 2011, the CCP was excited to
begin adjudicating upon PhonepayPlus’ new Code
of Practice, which goes beyond a mere update of the
previous Code to introduce a new type of regulation;
one based more on principles and outcomes rather
than prescriptive rules, which can so easily become
outdated by developments in technology.

The Code Compliance
Panel (CCP) is the body
that was created in 2008
to carry out PhonepayPlus’
adjudicatory function,
supporting the principles
of transparency and
fairness that underpin the
Code of Practice and the
adjudication process.

PhonepayPlus

Investigations &
Sanctions Procedure

The achievement of those outcomes
is assisted by both general and
specific Guidance published by
PhonepayPlus which, although it
does not form part of the Code, will
generally be taken into account by
the CCP. It is hoped that this new
approach will better reflect the rapid
pace of development in mobile
technology, which is changing the
way consumers’ access and pay
for PRS.
An important aspect of the new
Code is the way it seeks to apportion
responsibility across the valuechain. At the end of this reporting
year, the first cases involving alleged
breaches of the duty to carry out due
diligence and risk assessment and
control were emerging. This is one
of the more significant departures
from the previous Code and it will be
interesting to observe the situations
that give rise to cases of this nature
being brought before the CCP.
The CCP has recently seen
its first case involving malware,
which consumers have introduced
inadvertently to their smartphones
via apps and which have resulted
in premium rate calls being made
unknowingly from those phones.
The services which introduce such
malware have been found to be in
very serious breach of the Code and
heavy sanctions have been imposed.
In the case heard by the Tribunal so
far, a universal refund sanction was
imposed for the first time.
I view it as a positive
development that, following certain
decisions of the CCP, PhonepayPlus
has considered it appropriate
to ensure that both industry and
consumers are informed of what is
expected by the new Code through
the publication of Compliance
Updates and Guidance, including
an update on certain marketing
activities, including ‘typosquatting’,
‘clickjacking’ and ‘likejacking’.

In deciding cases strictly in
accordance with the Code, the CCP
remains aware of the needs of both
consumers and industry. It is to
be hoped that the new Code will
contribute to consumers being
able to use PRS with increasing
confidence and to providers being
assured that regulation is fair and
proportionate.
Members of the CCP look
forward to seeing how the new
Code develops in practice over the
next year as PhonepayPlus seeks to
unlock its value and the challenges
this may bring.

David Cockburn
Chair

Governance
30
32
34
36

Key Performance Indicators
Finance
Our People
IMCB

8

Board
members

See page 34

9

Code Compliance
Panel members

See page 35

4

Independent Appeals
Body members

See page 35

1

Lay Assessor

See page 35

25%

reduction in budget in real terms
over four years
See pages 32 and 33 for
2011/12 financial accounts
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Governance
Key Performance Indicators
Measure

Target

Q1

Q2

Q3

Q4

Notes

Fine collection rate
(collection of due fines
within the financial year)

80%

88%

78%

85%

92%

Fine collection rates are
cumulative therefore the
fourth quarter result is the
end year result.

Administration charge
collection rate (collection of
due administration charges
within the financial year)

80%

39%

46%

42%

60%

Administration charge
collection rates are cumulative
therefore the fourth quarter
result is the end year result.
Some charges are still being
collected through agreed
payment plans.

Emergency procedure cases
brought to adjudication within
20 working days

90%

N/A

N/A

N/A

100%

There was only one Emergency
procedure carried out during
the year.

Informal cases resolved within
target (Fast-track within ten
working days/Track 1 within
30 working days)

80%

81%

93%

80%

85%

Notices to Industry sent no
longer than 30 days after
adjudication

< 30 days

N/A

N/A

N/A

100%

Tribunal minutes published
within 11 working days after
panel

< 11 days

100%

100%

100%

100%

Board meeting minutes
published within seven
working days after being
agreed

< 7 days

100%

100%

100%

100%

Increasing usage of
PhonepayPlus website

Upward
trend

12%
decrease

N/A

N/A

3%
increase

Due to system upgrade Q2 and
Q3 figures are not available.

Standard procedure cases
brought to adjudication within
14 weeks

80%

86%

45%

29%

63%

This year has seen a number
of increasingly complex
cases that required more
time to investigate and review
information.
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Measure

Target

Q1

Q2

Q3

Q4

Notes

Calls to Contact Centre
answered in 30 seconds

80%

81%

80%

80%

75%

In the fourth quarter
PhonepayPlus experienced
unusually high call volumes.

Response to compliance
advice requests answered
within five working days

80%

89%

98%

85%

92%

Consumers are satisfied
with the service from
PhonepayPlus when their
complaint is dealt with by the
Complaint Resolution team

80%

N/A

76%

53%

67%

Consumers are satisfied
with the service from
PhonepayPlus when their
complaint results in a formal
investigation

80%

Industry members are
satisfied with the service they
receive from PhonepayPlus
(when they ask for compliance
advice)

80%

Staff turnover

< 20%
annual

16%

16%

16%

16%

Average number of training
days per employee

N/A

0.47 days

0.54 days

0.70 days

1.81 days

The average number of training
days is regularly monitored
to ensure PhonepayPlus staff
have the training and skills they
need to deliver effectively in
their roles.

Number of working days lost
to sickness

< 3%

2.8%

3.6%

1.9%

1.6%

There was a bout of seasonal
illness in the second quarter.

In some periods the response
rate was considered too low
to be statistically valid.
PhonepayPlus looks at all
responses to surveys and
uses that feedback to improve
performance.

N/A

85%

78%

N/A

In some periods the response
rate was considered too low
to be statistically valid.
PhonepayPlus looks at all
responses to surveys and
uses that feedback to improve
performance.

N/A

59%

75%

N/A

In some periods the response
rate was considered too low
to be statistically valid.
PhonepayPlus looks at all
responses to surveys and
uses that feedback to improve
performance.
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Governance
Finance
Notes

2012 (£)

2011 (£)

Net levy on premium rate
telephone services

1

3,133,422

3,492,995

Administrative charges

1

202,569

261,859

Fines

1

954,035

989,959

Registration fees

2

92,222

Income

Other income

29,602

33,645

4,411,850

4,778,458

37,209

50,981

4,449,059

4,829,439

Notes

2012 (£)

2011 (£)

Staff and related costs

3

2,541,099

2,602,732

Premises

4

332,944

396,760

235,226

201,921

Funds received
Interest receivable
Total income

Expenditure

Depreciation
Overheads

5

403,661

326,374

External professional services

6

297,180

403,107

Other

7

630,830

888,349

4,440,940

4,819,243

8,119

10,196

(8,119)

(10,196)

0

0

Total expenditure
Profit before taxation
Corporation tax
Profit after taxation
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2012 (£)

2011 (£)

8

718,667

772,832

9

466,733

749,349

322,943

353,872

Cash at bank and in-hand

4,373,024

5,023,877

Total current assets

5,162,700

6,127,098

Balance Sheet
Fixed assets

Current assets
Trade debtors
Other debtors

1.	The company is non-profit making. A service
provider levy is collected via the Network
operators based on their outpayments 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
year’s levy. The company also collected
fines and administration charges from
services that were found to be in breach
of its Code.
2.	2011/12 was the first operational year for
the Registration Scheme. The expenditure
detailed for the company includes the
following costs relating to the Registration
Scheme.
Staff and related costs

£96,383

External and professional
services

£21,818

Overheads
Total

£89,776
£207,977

	There were also initial overheads of £60,052
incurred in 2010/11.

Current liabilities

10

Total assets less current liabilities
Creditors falling due after more than
one year - contingency funds

11

(3,676,734)

(4,695,296)

2,204,633

2,204,634

(2,204,633)

(2,204,634)

3.	Staff and related costs include staff
remuneration, recruitment, training,
temporary staff and fees and expenses for
the Board members, Code Compliance
Panel members , Independent Appeals
Body members and the Lay Assessor.
4.	Premises costs include rent, rates, service
charge, repairs and maintenance, electricity
and cleaning.
5.	Office overheads include postage,
stationery, equipment and software
maintenance, business continuity and
offsite backup, insurance, travel and
subsistence, entertainment, bank charges
and general office expenses.
6.	External professional services include legal
fees, consultancy fees and accounting and
audit fees.

Activity Costing Model for year ending 31 March 2012
All figures based on actual results (excluding bad debt provisions and corporation tax)

Consumer Support
£716,774
18%
	Enforcement —
	Investigations
£998,003
24%
	Enforcement —
Complaint Resolution
£418,285
10%

Total

Industry Support
£1,032,963
25%
Code Development
£255,443
6%
Corporate Governance
£356,350
9%
Registration Scheme
£326,612
8%

£4,104,430

7.	Other costs include telephone, printing,
website, events, research and bad debts.
8.	Tangible fixed assets include fixtures and
fittings, office furniture and equipment,
computer equipment and registration
database.
9.	Trade debtors include amounts due from
the Network operators for the levy and from
service providers for administration charges
and fines.
10.	Current liabilities include income received
in advance, which represents the difference
between total income and expenditure
incurred, which is used to reduce the levy
in future years.
11.	Creditors falling due after more than
one year include a contingency fund
and will be retained at this level for the
foreseeable future.
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Governance
Our People
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 seven
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.

Andrew Pinder CBE
Chairman

Robert Chilton OBE
Deputy Chairman

Paul Whiteing
Chief Executive

Matti Alderson

David Clarke

Hugh Griffiths

Jeremy Hallsworth

Howard Webber

Patrick Guthrie
Director of Strategy
and Communications

Joanne Prowse
Director of Operations

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

Paul Whiteing
Chief Executive
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Code Compliance Panel
(CCP)
The Code Compliance Panel carries
out PhonepayPlus’ adjudicatory function.
The CCP is made up of nine people
from which three members are drawn
to form PhonepayPlus’ fortnightly
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 nonindustry Board members sit on the
CCP (Robert Chilton OBE, David
Clarke and Howard Webber), the CCP’s
decision-making process in respect of the
cases that are considered is independent
of the PhonepayPlus Executive, with the
other six members (pictured right) being
appointed for their specialist legal and
adjudicatory experience.

David Cockburn
Chair

Emma Boothroyd

Michelle Peters

David Jessel

Louise Povey

Maggie Redfern

Robert Chilton OBE

David Clarke

Howard Webber

Independent Appeals
Body (IAB)

Lay Assessor

The Independent Appeals Body is made up of
a Chairman, Robin Callender Smith, and up to
four other members. In 2011/12, there were three
members: Ruth Sawtell, John Hanlon and Nalini
Varma. John Hanlon’s and Nalini Varma’s terms
ended on 30 June 2012 and new members are
currently being recruited.

Hilary Bainbridge is our independent Lay Assessor.
The Lay Assessor independently reviews complaints
about PhonepayPlus and its conduct. There were
no eligible complaints in 2011/12.

An appeal tribunal will usually
consist of three members to deal
with the appeal. Both the Chairman
and all members are completely
independent of PhonepayPlus and
it is their role to hear appeals by
service providers in the following
circumstances:

•	Against adjudications made
by PhonepayPlus, following
an oral hearing.
•	Against refusals by
PhonepayPlus to grant
applications for permission
to provide services in cases
where permission from
PhonepayPlus is required.
•	Against the imposition of
conditions as part of the
permission granted to a service
provider to operate a service.
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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.

Ensuring that mobile
picture-based content
is correctly classified.

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 was chaired by Sir Alistair
Graham until he stood down on 1 June 2012.
Andrew Pinder CBE has now assumed this position.
The Board has two other Board members —
Matti Alderson and David Clarke. 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 2011 and March 2012, there
were no formal complaints submitted to IMCB about
the misclassification of visual content. The IMCB
continues to offer both formal and informal advice
to any organisation to assist with compliance.
IMCB continues to work with both the MNOs
and content providers.

In 2011/12, PhonepayPlus
received complaints
about, investigated and
adjudicated on new types
of consumer harm in the
digital market place —
malware and malvertising.

Malware
Mobile apps infected with software coding, known
as ‘malware’, can dial premium rate numbers and
text premium rate shortcodes from the consumer’s
handset without their knowledge.
This year, PhonepayPlus investigated the first
cases in the UK of premium rate malware. We cut
off the number and fined the firm £50,000.
In April 2012, we hosted a summit involving
the mobile industry, internet security experts, law
enforcement bodies and Get Safe Online to tackle
the emerging threat of PRS malware attacks on
smartphones.

Malvertising
We have seen a rise in forms of online marketing
known as ‘malvertising’, which mislead consumers,
often through social media.
The PhonepayPlus Tribunal imposed fines of
£100,000 against two providers in February 2011
for promoting their services on webpages with
similar web addresses to well-known social media,
a malvertising practice known as ‘typosquatting’.

PhonepayPlus
Clove Building
4 Maguire Street
London
SE1 2NQ
020 7940 7474
www.phonepayplus.org.uk

We regulate premium rate services
(PRS) using a Code of Practice,
which is approved by Ofcom. The
Code sets out six clear outcomes
that all providers of PRS must meet
in order to deliver positive outcomes
for consumers.
•

Legality: that PRS comply with the law.

•

 ransparency and pricing: that consumers
T
of PRS are fully and clearly informed of all
information likely to influence the decision
to purchase, including the cost, before any
purchase is made.

•

 airness: that consumers of PRS are treated
F
fairly and equitably.

•

 rivacy: that PRS do not cause the
P
unreasonable invasion of consumers’ privacy.

•

 voidance of harm: that PRS do not cause
A
harm or unreasonable offence to consumers
or the general public.

•

 omplaint handling: that consumers should
C
expect to have their complaints resolved
swiftly and that any redress is provided quickly
and easily.

