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PRELIMINARY ENOM COMMENTS 
ON THE 
FINAL IRT REPORT

EXECUTIVE SUMMARY
1. We agree with many of the recommendations in the report.
2. The IRT’s Open Cover Letter reveals certain assumptions of the group that are not fact-based.
3. ICANN should drop the Globally Protected Marks List (GPML) and Post Delegation Dispute Mechanism entirely as the costs of these RPMs outweigh their benefits.
4. The URS is the most effective RPM and should be adopted, but amended to minimize the current incentives for abuse.
5. In addition to the URS we support the following RPMs – IP Clearing House, Standardized Pre-Launch Mechanisms (Sunrise and IP Claims), WhoIs, and Use of Algorithm for String Confusion in Initial Evaluation.
6. Implementation of our proposal (above) will result in new TLDs that have extensive protections for trademarks – significantly more protections than exist in COM/NET/ORG/BIZ/INFO/MOBI etc. 

INTRODUCTION

For the Internet, and many other industries, innovation and competition have been the primary drivers of improved consumer choice, price, and satisfaction.  These improvements are not always without costs.  Related business methods and processes must often be updated to accommodate the improvements.  Typically though, these related processes emerge more efficient, powerful and useful to consumers as a result of the change.

Such is the case with new TLDs and domain trademark protection.  The current Draft Applicant Guidebook (the Guidebook) already has in place significant trademark protections, including mandatory participation in the UDRP, top level legal rights objection, requirement that applicants detail measures to reduce abusive registrations, and centralized Thick Whois.  And, as a result of ICANN’s years-long consultation and comment processes, the IRT has now proposed even more protections for trademark holders.  Specifically, the IRT has detailed seven recommendations in their final report: www.icann.org/en/topics/new-gtlds/irt-final-report-trademark-protection-29may09-en.pdf. Some of these recommendations will be incorporated in the next version of the Guidebook resulting in an extraordinarily high level of trademark protection in new TLDs compared to the protections in existing gTLDs such as .COM.   Some of the IRT recommendations may also find their way back to these existing gTLDs via the consensus policy process, hence reinforcing the overall benefits that innovation and competition typically bring to industries.

There is more we support in the final IRT report than we oppose.   As a holder of significant intellectual property (IP) we are a pro-IP rights company.   We believe well-crafted trademark rights will be positive for the market adoption of new TLDs.  However, we also recognize there are appropriate limits in law and common sense for these rights in domains.  Millions of words and phrases are trademarked worldwide but this does not give those trademark holders control over all possible uses of the words and phrases.  To do so would carve out huge portions of the namespace and prevent other legitimate uses of these words.  
As an example, the word ‘andrew’ is trademarked in the United States. This trademark holder has some rights in the United States for use of the word ‘andrew’ in conjunction with the selling of communications equipment. His trademark does not limit other uses of the word ‘andrew’ in business, nor should it limit the many the possible uses of the word ‘andrew’ in domain names.    
Most trademark rights are very specific with respect to goods, services and geography.  Domains challenge this latter constraint because they typically do not recognize geographic limits.   Given this we need to develop RPMs that adequately protect rights holders but do not overreach so as to prevent other legitimate uses of the word. It is a challenging task and in many, but not all cases, the IRT has done a commendable job in finding workable solutions. 
FACTS WILL BETTER ADVANCE THE DEBATE

The important issue of trademark protection in new TLDs will best progress if the debate is based on complete factual data.  As diligent as the IRT was in endeavoring to develop implementable RPMs, unfortunately, the ‘Open Letter Introducing the IRT Report’ harms the legitimate case for trademark protection by making some sweeping and misleading assertions.  We think it is important to provide a complete picture so policy decisions can be based on a full understanding of the facts.  Some examples from the Open Letter:
UDRP Cases   
IRT’s Open Letter states:  “Unfortunately, something often “goes wrong” with domain names. Last year the World Intellectual Property Organization reported on a 7% rise in the number of UDRP cases it processes. Since this scheme started in December 1999, WIPO has processed more than 15,000 UDRP or UDRP-based cases, covering around 27,000 separate domain names – and they are just one of four UDRP panel providers”.   
The Facts:   The incidence of UDRP cases is declining as a proportion of names registered.  Even when considered as an absolute number (i.e. absent a comparison with the overall number of names) the rate of growth in UDRP is declining.   Based on readily available, public data the following two reports: http://www.circleid.com/posts/20090318_wipo_cybersquatting_report_ignores_real_udrp_trends/ and 
http://www.circleid.com/posts/20090317_wipo_misleading_release_domain_disputes/) show the number of UDRP filings as a percentage of all names registered “has declined in every year since ICANN's inception”.    Also, the total number of UDRP filings in 2008 represented “a little over 0.002% of gTLD names -- or one UDRP for every 200,000 domain names.”     Finally, “Even when separated from domain name numbers UDRP filings are trending downward. The rate of growth in UDRPs has been declining precipitously since 2006, and the 2008 numbers are the lowest since 2004”.   
A final, and very important data point is that in gTLDs introduced since 2001 there has been a lower percentage of names registered in these new gTLDs that were subject to UDRP than the percentage of names in .COM.   Said another way, newer gTLDs have represented less of a UDRP burden to trademark holders than .COM.
Malicious Behaviors
IRT’s Open Letter states:   ‘Malicious behaviors like spamming and phishing abound’ and ‘lurking in the darkest corners of cyberspace are the unscrupulous, the dishonest and the dangerous.’

The Facts:   While these statements are true they are largely independent of the number and type of domains/TLDs.   The Anti-Phishing Working Group (APWG) report of May 2009 ‘Global Phishing Survey:  Trends and Domain Name Use in 2H 2008’ (http://www.antiphishing.org/reports/APWG_GlobalPhishingSurvey2H2008.pdf ) states: 

· ‘the number of Internet names used for phishing has remained steady over the last two years’ (page 3 of APWG Report) –   note:  during the same period the overall number of domains increased by 47.5% (source: VeriSign domain Name Industry Brief) 
· ‘there are decreases in the use of brand names in domain names to fool users’ (page 3 of APWG Report– our underline)
· new gTLDs (e.g. BIZ, INFO, MOBI etc) are used much less frequently for phishing attacks (both in absolute and proportionate terms) compared to most ccTLDs and earlier gTLDs such as .COM (pages 19 to 25 of APWG Report). 
Similarly, most anti-spam organizations recognize there is little or no relationship between the frequency and type of spam and the availability of domain names or TLDs.  
Consumers Rely on Trademarks To Navigate Websites  
IRT’s Open Letter States:   “For most of us, it is a reasonable assumption the owner of a trademark in the real world that you rely on to provide authentic goods or services is also the owner of a website that you find under the corresponding domain name”.  
The Facts:  There are millions of trademarked words worldwide.  Within countries there are often widely varying expectations for the meaning of a given mark, and between countries there are normally entirely different expectations.  Many marks have multiple owners.   In the United States Patent and Trademark Office (USPTO) database alone there are 372 live entries containing the word ‘scout’ (e.g. ‘mortgagescout’).   Of these, 53 are solely for the term ‘scout’.  These 53 vary in goods and service classification from toy automobiles to outboard motors to welding machines.  In addition, there are many other legitimate uses of the word ‘scout’ in domains (e.g. Ilovetoscout.hobby).  The trademarked word ‘scout’ does not create an expectation that one trademark owner will control all corresponding domains in all TLDs.    
An even more well-known mark is ‘apple’.  There are 965 live entries that contain this mark in the USPTO database, including 11 solely for ‘apple’ (the classifications are music, computers, cosmetics, garden tools, horseshoes, tourism services, bags, rubber seals, tobacco, books and toys).   Again, there is not a presumption, as the IRT’s Open Letter indicates, that consumers have a single expectation for the word ‘apple’ in domains.   
Finally, the IRT report foresees dire consequences for trademarks if new TLDs are introduced, yet the issues of concern to them are already happening in an entirely unregulated way for many consumers.  A large and growing number of ISPs currently resolve queries for non-existent domains to pay per click (PPC) websites.  For example, a consumer who uses Verizon as their ISP in the United States and who types in a URL such as www.secure.financing will be taken to a website offering a variety of PPC links including, at the time of this writing, an offer – ‘Would You Like to Make $5,000 a Month Posting a Link on Google?’.  Similarly, a Verizon customer who types in www.discountdrugs.pfizer will be returned a wealth of PPC links including those promoting products in competition with Pfizer.   Our point here is that the issues of concern to the IRT are already happening in many regions in a completely unregulated way.  By implementing the new TLD program along with some of the recommendations of the IRT we can better manage this existing behavior as it relates to ownership and use of domain names.  
TAPESTRY OF SOLUTIONS

The draft IRT report (issued April 2009) claimed all its recommended RPMs were interdependent and must be implemented as a group.  In our comments on the April draft we showed that many of the proposed RPMS were independent of each other, and we challenged the IRT to explain this claimed interdependency. The Final Report again makes the claim of interdependency and again fails to provide any evidence or reasoning in support of it.  Removal of GMPL from the group, for example, would seem to have little or no impact on the effectiveness of other RPMs.  Similarly, removal of the Post Delegation Dispute RPM appears, in our analysis, to have little or no impact on the effectiveness of the other RPMs, nor can we see where the other RPMs would need to be strengthened to compensate for its removal.
COMMENTS ON PROPOSED RPMS 

Summary of our Comments 
The IRT Report recommends seven Rights Protection Mechanisms (RPMs):

1. IP Clearinghouse

2. Globally Protected Marks List (GPML) 

3. Standardized Pre-Launch Methods (Sunrise or IP Claims)

4. Uniform Rapid Suspension System (URS)

5. Post Delegation Dispute Mechanism 
6. Mandatory Thick WhoIs

7. Use of Algorithm for String Confusion in Initial Evaluation

We see clear merit in the IP Clearinghouse and Standardized Pre-Launch RPMs.  These will provide strong protection for trademark holders and will not unduly infringe consumers’ usage rights. We also see merit in the URS, however there is a high risk the proposed mechanism will be abused by overzealous rights holders, competitors to a site or malicious parties.  In this paper we will detail recommended improvements to reduce this risk. 

Thick WhoIs has strong support from trademark interests and has been incorporated in the new version of the Guidebook.  Thick WhoIs is described by the IRT as “essential to the cost-effective protection of consumers and intellectual property owners” (page 45).  This ‘essential’ measure is not available in .COM and .NET (which represent 85% of all gTLD registrations) therefore its inclusion in the Guidebook should be viewed as a significant new benefit to trademark interests.
In our view, GPML has the least merit of all proposed RPMs.  We are opposed to it for practical and legal reasons.   As a practical matter its costs greatly outweigh its benefits. There will be significant risk and complexity in implementing this ‘super list’, yet it will provide no more benefit at the top level than is currently available in the Guidebook (due to the existing Legal Objections process) and it will provide very limited benefit at the second level (assuming the IRT’s Sunrise recommendation is adopted).    
As a legal matter the GPML breaks one of the ‘benchmark checklist’ items against which the IRT itself says all proposals must be measured.  The Report says measures “should protect the existing rights of trademark owners, but neither expand those rights nor create additional legal rights” (page 11 – our emphasis).  ICANN reinforced this concept in its Summary of Comments on the Draft Applicant Guidebook by saying ‘In developing rights protection mechanisms, ICANN was advised not to expand the scope of protection that is available under international trademark law’ (page 44).  By reversing the widely accepted legal principle of post-usage enforcement rather than pre-usage approval, the GPML creates new legal rights for trademark holders in the US and many jurisdictions. In short, the GPML fails to meet one of the IRT’s own benchmark standards for RPMs.    

We view ‘Use of the Algorithm for String Confusion in Initial Evaluation’ as an acceptable proposal. It does not infringe on fair usage and seems to provide a better balance during the Initial Evaluation.  As previously noted, however, we reject inclusion of the GPML and hence we reject application of the String Confusion measure to the GPML.  
The Post Delegation Dispute RPM is troubling.  It takes contractual compliance out of the hands of ICANN and forces third party review even when ICANN considers its vendor to be in full compliance.  Of similar concern, the IRT’s proposed contract language is outside the ‘picket fence’ of what can be changed in a registry contract.  This means the language could be broadened over time.  As the language broadens, registries will become more and more attentive to the interpretation of it by the third party dispute provider.  If the dispute provider’s interpretation conflicts with consensus policies developed by the ICANN community we foresee a situation where registries will be more responsive to the dispute provider than they will be to the community.  In this way new policies will be made by this 3rd party, not ICANN, and placed on registries.   The problems anticipated by the Post Delegation Dispute RPM are already addressed in the Guidebook objection process and in the existing contract language for registries.   These existing methods are a better solution for the potential problem and we recommend the Post Delegation Dispute RPM be dropped.  
IP CLEARINGHOUSE

IP Clearinghouse is a sound mechanism that meets all the IRT’s benchmark criteria for RPM adoption.  The report does an excellent job justifying and explaining this RPM.  The final report recommends a single Clearinghouse vendor selected and managed by ICANN through competitive tender.  Some parties have expressed concern about centralization of power in one vendor.  There are three reasons we are not concerned this single entity will be able to exercise undue power:  (i) it will have a limited license to use the data it is provided; (ii) its pricing and operations will be specified for a five year term through a competitive process; and (iii) it is simply an authenticated database and it will not set the policies for how data is used.  We recommend ICANN quickly endorse this RPM, as they have endorsed Thick Whois, and start work in developing an RFP for an IP Clearinghouse (disclosure: neither we nor any party associated with us intend to bid for this work).  
GPML

The GPML has three major flaws:

1. It has considerable cost and risk yet it adds little value at the top or second levels;  
2. It fails to meet the IRT’s own benchmark requirement that an RPM does not expand existing legal rights;  and 
3. It cannot be applied to existing gTLDs, even with a new ICANN consensus policy 
Costs   
The key criteria for inclusion on the list are: (i) number of trademark registrations worldwide for the mark; (ii) number of countries in which the mark is registered; and (iii) the number of registrations in each of five regions.  The fundamental problem here is that there is no test or process by which anyone can objectively decide what the numbers should be.  They are wholly arbitrary.  The May draft report proposed 200 registrations across 90 countries but in the Final Report even the IRT itself could not decide what the numbers should be.  

What will the result of this be?  We believe it will be a highly controversial, politicized and protracted debate over these thresholds.   Anyone who falls just outside the proposed thresholds will aggressively lobby to have them lowered.  This will create another rights holder just outside the new threshold who will similarly lobby.  The criteria will favor the rights holders in industrialized countries.  Other rights holders and their Governments will lobby for ‘parity-adjustment’ to accommodate their more notable brands. There will be incredible pressure over time to expand the list by loosening the eligibility criteria and thresholds.  The list will become a constant source of dispute, controversy and political intervention.  The list may never actually come into existence, indefinitely delaying the introduction of new TLDs and competition and innovation.  Over time, its management will become a major and costly task.  It will also become a political tool that is used in trade and other negotiations outside the ICANN arena – with accompanying pressures for change from those entities. 
Benefits
Top Level:    The GPML would provide no new benefits at the Top level.  There is already a loser-pays Objection process in the Guidebook that protects top level rights.  Should someone who is not Microsoft Corp apply for .MICROSOFT, it is true Microsoft will have to expend some time and submit a fee to oppose the application.  However, Microsoft will prevail in this objection and will have their objection fee refunded – it will be paid by the loser.  Thus the likelihood of applicants applying for a distinctive and unique mark like .MICROSOFT (the type of mark that would likely be on a GPML) and risking the $185K Evaluation Fee plus the Objection costs is extremely low, possibly zero risk.    As the current Guidebook adequately addresses this issue, the GPML provides no new benefit for rights holders at the top level.   

Second Level:   Assuming the IRT’s Sunrise proposal is implemented (and we recommend that it is) the GPML would add very little value at the second level.  Per the IRT’s report, GPML protection is exact match only, and a GPML mark does not ‘beat’ another, identical trademark mark during Sunrise.  For example if Apple Computer company has ‘apple’ on the GPML they have no advantage over the many other ‘apple’ trademark holders during Sunrise.  Thus, the GPML gives Apple Computer company no Sunrise advantage over the Tangshan Yannan company who own a US trademark in ‘apple’ for hand tools.  Also, as GPML is exact match only it provides zero benefit in protecting domains such as applecomputers.TLD,  AppleMusic.TLD, appletools.tld,  etc.     

Given this, the only benefit GPML confers at the second level is no-cost blocking rights in those rare cases where there is not a competing trademark worldwide.  So what is the real value of this limited, no-cost blocking?  Let’s take ‘microsoft’ as an example.  Microsoft Corp will be able to block, rather than purchase, one domain in each TLD.  Let’s assume a scenario of 300 new TLDs.  Let’s also assume 1/3rd of those are TLDs of no interest to Microsoft (.SHOE, .CARS, .IBM).  That leaves 200 TLDs.  If the average price per second level name is $20 Microsoft will have saved $4,000 (i.e. 200 names x $20)  through its inclusion in the GPML.   In our view, other recommended RPMs (such as Sunrise and URS) provide significantly more value to Microsoft at much less cost.  We believe the $4,000 value to Microsoft will be largely wiped out by the costs it incurs in managing its GPML inclusion.
Summary of GPML Deficiencies
GPML is the least effective of the proposed RPMs, and has the highest risk of controversy and politicization.   It breaches the IRT’s own requirement that an RPM not create new rights for a mark holder.  Finally, it will have no beneficial effect in .COM, .NET, .ORG or any existing TLD, yet those TLDs are where the majority of the trademark community problems occur and where most problems are likely to remain for the foreseeable future.  ICANN explored the notion of establishing a GPML-like list in the year 2000 (‘Famous Marks’) and found at that time it was both impractical and inappropriate for ICANN’s role.  We do not believe those circumstances have changed.  

PRE-LAUNCH (SUNRISE/IP CLAIMS)

The proposed mechanisms seem sound and practical.  They provide effective protection for trademarks without unreasonable burdens on others.  Also,  these RPMs have been proven to be effective in other TLD launches.   The vast majority of rights holders will receive their required protection through these Pre-Launch mechanisms.  Registries will have the ability to apply judgment to situations where a trademark should not have pre-emptive rights to a domain (e.g. apple.cars and macdonalds.family).  We recommend adoption of this RPM in the Guidebook.

UNIFORM RAPID SUSPENSION SYSTEM (URS)

We think a suspension (or ‘takedown’) method such as URS is potentially one of the best mechanisms for rights protection as it focuses on actual infringement, as opposed to the mere possibility of infringement.  Another important advantage is that it can potentially be applied to existing TLDs.   We agree with the IRT that the URS is only for cases where there an allegation of actual, infringing use (typically via a website) as opposed to just registration of a name.

The URS is conceptually sound and the IRT have done a good job developing a process for it.  There is just one (significant) problem with the details of the proposed URS.  Like similar, well intended IP protection methods, such as the DCMA, there is the potential for claimant abuse.  Google recently said 57% of DCMA takedown notices (for copyright infringement allegations) are not legitimate and 37% are not valid copyright claims (see http://news.cnet.com/8301-1023_3-10200279-93.html?tag=mncol).  In our view, and there is already considerable support for this concern in ICANN’s public comment forum, there will be significant abuse of the URS from over-reaching trademark owners, parties seeking advantage over a competitor, and malicious actors.  
Given the absence of any bond in the URS, and given the proposed Claimant indemnity is only as effective as the aggrieved party’s ability to collect, there needs to be a higher per name fee for URS claims.  There also needs to be a lower threshold for suspension (from the system), or other penalty, for claimant abuse.  We recommend the raising of proposed fees by 50%, reduction in the size of the ‘tiers’ from 100 names to 10 names, and a reduction in the ‘abuse threshold’ from three to two cases.  If other members of the community can propose additional suggestions to reduce URS abuse, we are willing to discuss those suggestions. To be clear, we support the URS but we believe it needs more protections against claimant abuse. 
POST DELEGATION DISPUTE MECHANISM
In our view this RPM is primarily ‘aimed’ at TLD operators who apply for a term that corresponds with a well known mark.  A possible example is an application for .APPLES.   The TLD applicant purports to create a space for the apple fruit, and survives any objections on this basis, but in practice the registry knowingly and systematically profits from the mark of the Apple computer maker (or the Apple music label).   We view the likelihood of this scenario as being very low.  The costs of applying for and setting up a registry are much higher than the potential gains from such a scheme, and the scheme will be short-lived as it will be readily visible to all parties.    
Registries are large and immobile targets.  Any registry engaging in such schemes will be promptly subject to legal action, or contractual sanctions from ICANN.   We are happy to see contractual protections against this sort of behavior but these sanctions need to appropriately remain in the hands of the contracted parties, in this case ICANN.  The proposed RPM would take contractual compliance out of the hands of ICANN and could result in undue control from a third party dispute provider.  In our view the Objections process and contractual requirements adequately protect rights holders from this possible behavior, as well as the always available remedy of legal action against the registry. 
CONCLUSION
The IRT deserve significant credit for a great deal of hard work to arrive at some real and workable new RPMs.  However, it is also important that the community “gets it right,” as the impact of RPMs will be felt throughout the DNS and by the businesses and consumers that support it.  Thus, in addition to signaling our agreement on certain items, we feel an obligation to advocate for changes we deem necessary.  We look forward to a constructive dialogue about the IRT’s recommendations over the next month and timely incorporation into the DAG of new, effective and balanced RPMs.   
