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Company Name

ICM Registry, Inc

Company Address 1

1097 Jupiter Park Lane, Suite 3

Company Address 2

Company City

Jupiter

Company State/Province

Florida

Company Postal Code

FL 33458

Company Website Address

www.icmregistry.com

Company Country

United States

Sponsoring Organization Information

Sponsoring Organization Name

The International Foundation for Online
Responsibility

Sponsoring Organization Address 1

Suite 2500

Sponsoring Organization Address 2

130 Adelaide Street West

Sponsoring Organization City

Toronto

Sponsoring State/Province

Ontario

Sponsoring Organization Postal
Code

M5H 2M2

Sponsoring Organization Country

Canada

Sponsoring Organization Website
Address

www.iffor.org
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Namestrings and Conventions

First sTLD choice: XXX

Naming Conventions:

ICM Registry, Inc (‘ICM) and the International Foundation for Online
Responsibility (‘I FFOR ) conducted extensive outreach and di scussion to devel op
a strategy for identifying a TLD string for the responsible online

adul t-entertai nnent community that would transcend geographic regi ons and

| anguages whil e having high recognition and | asting value for both registrants
and I nternet users.

Based on this research, I1CM and | FFOR sel ected .xxx as the sole string for this
application based upon its high ranking in the aforementioned criteria.

Al t hough ot her potential strings were considered such as .sex, .adult and
.porn, the research denmonstrated that these strings | acked broad geographic
recogni tion and were perceived to be primarily Angl o- Saxon

Research al so showed that the use of these other strings could | ead to consuner
confusi on about the sponsored comunity. For exanple, although information on
fam |y planning, birth control, or abortion would potentially qualify for
inclusion in a proposed .sex or .adult TLD, such information woul d not
intuitively be associated with a .xxx TLD. Likew se, the adoption of a .porn
woul d place the registry operator and ICANN in the difficult position of making
the deternmination of what is and is not pornography. The proposed .xxx string
clearly and unequivocally conveys to the Internet user that the site contains
adult material of a sexual nature.

When i ntroducing the proposed .xxx TLD, I1CM and | FFOR wi || abi de by applicable
I nternet standards regardi ng nam ng and reserved nanmes, including RFC 1034, RFC
1123, RFC 2606, and RFC 2352. Initially, ICMand IFFOR will restrict

registrations in the .xxx TLD exclusively to second | evel donain names, i.e.
Once its policy-devel opnment process is in

place, FFOR will consider if, and under what circunstances registrations at

the third level, i.e., .. should be

permtted. ICMintends to consider the inplenentation of such a policy,
assuming it is technically feasible.

Second sTLD
choice:

Naming Conventions:
Not Applicable

Not Applicable

Third sTLD choice: |Not Applicable
Naming Conventions:
Not Applicable

Sponsoring Organization Structure

| FFOR, a Canadi an not-for-profit corporation, is the sponsoring organization
for this application. IFFOR s incorporation is the result of a four-year
out reach canpaign to educate and nobilize the responsible online
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adul t-entertai nnent comunity (‘Comrunity’) in connection with this initiative.
To ensure openness and transparency, the bylaws of |FFOR have been nodell ed on
| CANN' s own byl aws.

| FFOR CHARTER

| FFOR wi || be the del egated policy-formul ati on body for the proposed TLD. In
carrying out its policy formulation, it wll:

° pronmote the adoption and usage of the .xxx TLD and .xxx Charter within the

Conmuni ty;
° pronmote the devel opment of responsible business conduct within the Community
that will be incorporated into the registrant agreement of all .xxx domain

names via a Decl aration of Best Business Practices;

° foster comunication between the Community and ot her |nternet stakehol ders;
° promote the principles set forth in the United Nations Decl aration of Human
Rights related to free expression;

° protect the privacy and security of consenting adult consumers of online
adult entertai nnent goods and services;

° pronmote the devel opnment of business practices to safeguard children online
and conmbat child pornography;

° seek out and support inforned participation in |IFFOR that reflects the
functional, geographic, and cultural diversity of both the Community and
broader Internet stakeholders at all |evels of policy-devel opment and deci si on
maki ng; and

° enpl oy open and transparent policy-devel opment nechani sns that (i) pronote
wel | -i nformed deci si ons based on expert advice, and (ii) ensure those entities
nost affected can assist in the policy-devel opnent process.

| FFOR has fornul ated a conprehensive set of bylaws, various references to which
are made in this document.

. XXX CHARTER

The .xxx TLD is intended primarily to serve the needs of the gl obal online
adul t-entertai nnent community. The online adult-entertai nment community is
defined as those individuals, businesses, and entities that provide
sexual | y-oriented information, services, or products intended for consenting
adults or for the community itself. The terms "adult-entertai nnent" and
"sexual | y-oriented" are intended to be understood broadly for a gl obal medi um
and are not to be construed as |l egal or regulatory categories. Rather, the
referenced Conmunity consists generally of websites that convey
sexual | y-oriented information and for which a systemof self-identification
woul d be beneficial.

The .xxx TLD will be managed in accordance with the provisions of this Charter
and the | FFOR Byl aws.

| FFOR wi || be responsible for establishing registration requirenents for the
. XXX TLD consistent with this Charter and registrations will be restricted to
menbers of the Comunity as defined above.

| FFOR Organi zation structure
img src="http://ww.iffor.org/inmges/|IFFOR Org_Chart.gif"

| BOARD OF DI RECTORS

| FFOR' s directors will be acconplished persons of integrity and objectivity,
with a denonstrated capacity for group decision-making. They must cone from
di verse geographic areas and understand the roles of IFFOR |CM and the
potential inmpact of their decisions. |FFOR s board will be conprised of 7
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voting directors. |FFOR s Executive Oficer will not have the right to vote. To
preserve the geographic diversity of its board, directors must cone from at
| east three of ICANN s five designated geographic regions.

| FFOR wil | establish four Supporting Organizations (‘SO ) to informthe work of
its board. These are the Top-Level Domain Nane SO (‘' TLDSO ); the Free
Expression SO, the Privacy, Security and Child Advocacy SG and the Online

Adul t - Entertai nment SO Each of the four SCs will nominate one board nenber via
its Names Counci |

IFFOR will also rely on a nominating committee ("NC ) to identify 2 nenmbers of
its board. The NC, whose nmenbers must have the sane strengths of objectivity
and integrity as the board menbers thenselves, will select these candi dates.

I ndi vi dual s serving on the NC nmust understand | FFOR s mi ssion and have no
conmitments to the SOs. Directors must be willing to serve as vol unteers,

wi t hout conpensation other than the rei nbursenent of expenses and can work and
conmuni cate in English. The final board menber will be nom nated by | CM

| SUPPORTI NG ORGANI ZATI ONS

IFFOR will rely on its 4 SOs to devel op and recommend policies, each withinits
area of expertise. The SOs will not have a formal |egal structure nor are they
designed to be independent entities. Instead, the SOs will facilitate an open
and dynami ¢ consensus-buil di ng process that actively encourages participation
by all interested stakehol ders.

The scope of each SO has been carefully conmposed to encourage and admi ni ster

br oad- based public participation in IFFOR s policy-formulation process. Each SO
provides a framework for identifying policy issues and a conduit for receiving
and addressing public coment.

The scope of each SO is set out in the | FFOR byl aws, and a di scussi on of each
is provided in the next section of the RFP under ‘Representation.’

[11 M SSION

| FFOR adheres to the followi ng fundamental principals:

° preservation and enhancenment of the operational stability and reliability of
the Internet;

° respect for creativity, expression, innovation, and the free fl ow of

i nformation;

° policy-devel opnment based on broad, informed participation of the Comunity,
refl ecti ng geographic and cultural diversity;

° reliance on open and transparent policy-devel opnent nechanisns that: (i)
pronmote wel | -inforned deci sions based on expert advice, and (ii) ensure that
those entities nost affected can assist in the policy-devel opnent process;

° respect for the right of parents to select the information accessed by their
children, and respect for the preference of those who, for personal, cultural,
religious or other reasons seek to avoid accessing certain adult nmateri al

° deci sion-maki ng based on the neutral and objective application of docunented
policies to ensure the integrity and fairness of the decision-making process;
° tineliness of decision-naking, balancing the need for quick action with the
need to obtain informed i nput fromthose nost affected; and

° accountability to its comrunities through nmechani snms that enhance the

organi zation's effectiveness.

The gl obal online adult-entertai nment industry has grown froma niche industry
into a multi-billion-dollar market. | FFOR seeks to respond to this change in
dynam cs by pronoting responsibl e business practices within the Comunity.
These busi ness practices nust be infornmed by the views of all stakeholders, in
particul ar by those individuals and organi zati ons that possess expertise in
saf eguarding the interest of children online. In addition, |IFFOR believes the
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promotion of the principles set forth in the United Nations Universa

Decl arati on of Human Rights related to free expression are inportant core
val ues.

|FFOR's TLD SO role will be to develop policy for the proposed .xxx TLD,
subj ect to adoption by the Board.

| V TRANSPARENCY

Like ICANN, IFFOR will operate as far as possible in an open and transparent
manner, consistent with procedures designed to ensure fairness. To achieve this
objective, |FFOR has elected to incorporate the followi ng obligations into its

byl aws:

° maintain a publicly accessible website that will contain a variety of
informati on as set forth by the byl aws;

° enploy a full-time officer who will serve as the nanager of public

partici pation;

° post notices of all neetings, agendas, mnutes and prelinminary reports on the
publicly accessible website; and

° provide notice of and permit conment on policy actions.

Rather than rely primarily on costly in-person public neetings to facilitate
outreach and public awareness, IFFOR intends to rely heavily on online
conmuni cati ons technol ogies to achieve its goals.

V ACCOUNTABI LI TY

| FFOR wi || respond to the demands of the Community and the Internet as a whole
inits policy-making process thus renmaining representative of and responsive to
the Community. ICM through its contract with IFFOR, will inplenment the

pol i ci es devel oped.

VI OVBUDSMAN

Like I1CANN, IFFOR will rely on an Orbudsman (‘OVB') to act as a neutral dispute
resol ution practitioner for those matters for which the provisions of nore
formal dispute resolution and redress procedures have not been invoked (the
Reconsi deration Policy and the |Independent Review Policy are detailed in the

| FFOR byl aws). The principal function of the OMB will be to provide an

i ndependent eval uati on of conplaints by nmenbers of the Conmunity or other

I nternet stakehol ders who believe the staff, board or a constituent body has
treated themunfairly. The OMB will eval uate conplaints objectively and where
possi bl e resolve conpl ai nts about unfair or inappropriate treatment by | FFOR
staff, the board, or |FFOR constituent bodies, clarifying the i ssues and using
conflict resolution tools such as negotiation or facilitation to achi eve these
results. To ensure the independence of the OVB, and because this position is
not likely to require a full tine enployee, IFFOR will contract this service to
a consul tant.

VIl FUNDI NG

IFFOR is conmitted to ensuring it has adequate fundi ng under various success
nodel s to guarantee its operational independence. Therefore it will receive
fromICMa fee per domain year for each .xxx domain registered. It will use the
surplus, after paying expenses, to sponsor incentives for the benefit of the
Conmuni ty and ot her Internet stakeholders as determnmined by the Grant Advisory
Committee. ICMwi Il advance non-recourse interest-free loans to | FFOR for set
up costs and to cover expenses in year 1, if required.

To ensure openness and transparency, while controlling costs, IFFOR intends to
make significant use of online resource tools, such as Boardroons.org. and
ot her organi zational solutions.
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Appropriateness of Sponsored TLD Community

COVMUNI TY TO BE SERVED

As defined before, the .xxx TLD is intended primarily to serve the needs of the
gl obal responsible online adult-entertai nnent comunity (‘Comrunity’).

The online adult-entertainment community is primarily defined as those

i ndi vidual s, businesses, and entities that provide sexually-oriented

i nformation, services, or products intended for consenting adults or for the
conmunity itself. The terns "adult-entertai nment” and "sexual ly-oriented" are
i ntended to be understood broadly for a global nedium and are not to be
construed as |legal or regulatory categories. Rather, the referenced Community
consi sts generally of websites that convey sexually-oriented information and
for which a systemof self-identification would be benefici al

Al t hough sone individuals may have personal or noral objections to the

Adul t - Entertai nment industry, statistics denmonstrate unequivocally that sex is
an integral part of the Internet. It is clear that the Conmunity is conprised
of persons and entities that have needs and interests in conmon, which are
clearly differentiated fromthose of the general, global Internet comunity.
Qur research indicates there are around 100, 000 i ndivi dual s businesses or
entities that make up the Conmunity and that, on average, each of these nanages
around 10 to 20 donmi ns.

 According to the Niel sen/NetRatings, in August 2003, over one in four

Internet users in the United States (34 nmillion) visited a pornography-rel ated
web site.

Source: Sex sells, especially to Wb surfers, CNN, Jeordan Legon, Decenber 11,
2003.

» The updated statistics for Decenber, gave simlar results with 35.4m
visitors. These figures are in line with our own research that indicates around
25% of all Internet search queries are of a sexually-oriented nature.

* In 2002, Reuters Business Insight forecast an estimted US$3.3 billion would
be spent on online adult-entertai nnent services in 2003, naking it the fastest
growi ng segrment of the adult-entertainnent industry with a projected US$4. 6
billion in global revenues in 2006.

Source: Online Adult-entertainnent, Reuters Business |Insight — Technol ogy and
ecommer ce, Authored by Datanonitor, 2002.

The inpact that the online adult-entertainment industry has had on the broader
adult-entertai nnent industry is significant. In a recent interviewwith Wred
News (“Life, Liberty and the Pursuit of Porn,” — February 19, 2004), Larry
Flynt di scussed the transformative inpact of the Internet on the industry.
According to M. Flynt, in the 1980's traditional publishing constituted 80% of
his business, nowit is just 20%wi th the Internet or video accounting for the
ot her 80%

An Associated Press article (“Porn Mag Sales Go Linp,” — Novenber 10, 2003),
reported on the recent filings under Chapter 11 of the US bankruptcy code by

t he parent conpani es of Penthouse and Screw nmagazi nes. These filings
underscored the inmportance of the online market for the industry, and
denonstrate why industry nembers are increasingly focused on the Internet. One
magazi ne publisher, Al Coldstien of Screw said, “W are an anachronism we are
di nosaurs; we are el ephants going to the bone cenetery to die... The delivery
system has changed, and we have to change with it if we want to survive." This
article also referred to Professor Samir Husni, head of the mmgazi ne program at
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the University of Mssissippi's journalismschool, who noted that severa
hundred new adult websites |aunch each nonth, as conpared to about 30 new adult
magazi nes for all of last year

Today there is no one authoritative body representing the online adult

i ndustry. On the contrary, many adult webnmasters are snmall independent or niche
operators who do not actively participate in any forums. The majority of these
smal l er operators tend to affiliate with | arger conpanies that provide a ful
range of turnkey solutions (such as content, services, transactions

i nformati on, news) much of which is typically private-|abelled before being
presented to the consumer.

SUPPORT

Over the past four years, |ICM has worked with the key constituents within the
Conmunity to devel op support for the concept of a non-profit entity
representing responsi ble menbers of the online Adult-Entertainment comunity.
At the time of subm ssion, many of the world s |eading adult-entertai nment
conpani es have expressed support for this application. In particular, as
specifically requested in the RFP, I1CM has detailed letters of support from
maj or providers in the USA, Canada, Australia, UK, and Continental Europe,
expressing support for the sTLD, for the sponsoring organization and for the
proposed policy-formulati on process. These supporters either supply services
to, or thensel ves manage, the majority of adult entertai nment on the Internet.
See Part C, Business Risks and Opportunities for further details.

Fol |l owi ng the industry outreach that | CM undertook in 2000, it quickly becane
apparent that the creation of an adult-oriented TLD could in fact also
establish a framework for bringing together menbers of communities that had
traditionally existed independently and in isolation fromone another (such as
child advocacy, privacy, free expression). ICMalso realized it was partly this
failure in comunication that prevented the nmenbers of the online

adul t-entertai nnent community from working together with other interested

st akehol ders to establish responsi bl e business practices.

The proposed .xxx TLD deals with perhaps the | argest sector of the Internet in
terms of traffic and usage. It is only by establishing a workabl e,
consensus-driven framework around the new TLD that all interested stakehol ders
can work together to serve the needs not only of the responsible online

adul t-entertai nnent industry but also of the Internet community as a whol e.

In turn, there is a letter of support fromI|FFOR as the sponsoring
organi zation, for I1CMs application.

BENEFI TS TO THE COVMUNI TY

| CM and | FFOR bel i eve that the proposed TLD offers a nunber of potentia
opportunities to serve the uni que needs of the responsible online

adul t-entertai nnent industry. Some of these potential benefits include
potential defenses in domamin-related litigation, enhanced acceptance by
search-engi nes and therefore increased functionality, better opportunities to
negotiate with credit card and transaction providers, and new nmarketing
opportuniti es.

In terns of possible domain name related litigation, I1CMand | FFOR believe that
registrants may be better positioned to use an affirmative statutory defense in
connection with prosecution under newmly enacted US | aw. Under Section 108 of

the Protect Act, entitled M sleading Domain Nanes on the Internet (aka Truth in
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Domain Nanes), it is nowa crinme in the US to knowi ngly use a domain name to
decei ve a person into view ng obscenity or to knowingly using a domain name to
deceive a mnor into viewing material that is harnful to minors. However
Section 108 further provides that “for the purposes of this section, a domain
name that includes a word or words to indicate the sexual material on the site,
such as “sex' or “porn', is not m sleading.

CONSUMERS OF ONLI NE ADULT- ENTERTAI NMENT SERVI CES

Al t hough many peopl e may have a stereotypical inmage of the typical consumer of
adul t-entertai nnent products and services, several recent studies have revised
this image. In fact, new information reveals that those individuals interested
in adult-entertai nnent are nmuch nore mainstreamthan many people would |ikely
believe. In addition, research into search engi ne usage has shown that over any
reasonabl e tine period, 25% of all search ternms were adult related.

One of the benefits the proposed TLD will give to both providers and consuners
is an environnent in which responsible consenting adults can purchase

adul t-entertai nnent services online with increased confidence. Unfortunately,
as with many industries, some of the online adult-entertainnent comunity have
engaged in illegal and/or questionable business practices, such as unlawfu
redialers, credit-card fraud, breaches of consuner privacy, email spoofing,
SPAM etc. ICM and I FFOR will incorporate a best business practices provision
into the registrant’s domain nane regi stration agreenent and will devel op
conpl i ance mechani sms to address non-adherence.

Representation

| FFOR ORGANI ZATI ON

IFFOR will rely upon a framework of Supporting Organizations (SOs) and their
representative constituencies to be tinmely formed after the acceptance of this
application.

These SCs are intended to be internal |FFOR working conmttees whose purpose is
to take input from nembers of the involved commnities and make policy
recomrendations to the | FFOR Board of Directors.

° Top-Level Domain Name Supporting Organization (TLDSO);

° Free Expression Supporting O ganization (FESO);

° Privacy, Security and Child Advocacy Supporting Organization (PSCASO) ; and,
° Online Adult Entertai nment Supporting Organization (OAESO)

| FFOR has been designed to function as a hub to bring together and foster
conmuni cati on between historically disparate viewpoints. Although the TLDSO is
a necessary spoke in this hub, the other three Supporting O ganizations wll
provide a unique framework for the online Adult-Entertai nnent industry to
conmuni cate and co-operate with the broader Internet comunity in order to
devel op responsi bl e busi ness practi ces.

1. TOP-LEVEL DOVAI N NAME SUPPORTI NG ORGANI ZATI ON ( TLDSO

| CANN del egated authority for policy-formulation for the .xxx TLD will be
entrusted to its Top-Level Domain Name Supporting Organization (TLDSO). The key
body of the TLDSO will be the Names Council which will operate in accordance
with the guidelines set forth in the | FFOR byl aws. The TLDSO i s nodel ed after
the current |1 CANN GNSO, but is somewhat sinpler, reflecting the smaller scope
of its undertaking.
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To incorporate the views of the relevant stakeholders, the TLDSO wi Il seek
input fromthe follow ng four constituencies. These are:

a. The Online Adult-Entertai nment Constituency

b. The Free Expression Constituency

c. The Privacy and Security Constituency

d. The Child Advocacy Constituency

Each constituency is recognized in |FFOR s bylaws, but it will be responsible
for drafting its own charter for submission and approval to the | FFOR Board.
The identified constituencies will be the primary mechani sns t hrough which the

rel evant community expresses its views about policy proposals and needs for the
. XXX TLD to the TLDSO. The TLDSO wi || consider these viewpoints and wil|l
propose and devel op new policies fromthem

To ensure the accountability of the bottomup process, each Nanmes Counci
representative nust provide a formal account of how each constituency nember
voted on all issues under consideration. This formal accounting will be made
part of the record and provided to | FFOR s Board to help ascertain if there is
true consensus anong the various stakehol ders.

2. FREE EXPRESSI ON SUPPORTI NG ORGANI ZATI ON ( FESO)

The Free Expression Supporting Organization will advise the Board on freedom of
expression and free speech issues in connection with Internet activities that
fall outside the scope of the proposed TLD s del egated policy-making authority.
Having this representation within the | FFOR structure benefits the Board by
providing a bigger picture of the evolution of freedom of speech and expression
on the Internet. Just as | FFOR believes that representation by free-expression
and free-speech constituents is inportant in devel oping the proposed TLD s
policy. IFFOR also believes this SO can provide a framework for these groups to
engage in constructive dialogue with the broader Internet comrunity on a much
wi der range of issues. Menbership in FESOw ||l be along the |ines of the | CANN
ALAC, where menbership is primarily afforded to organi zati ons as opposed to

i ndi vi dual s.

3. PRIVACY, SECURITY AND CHI LD ADVOCACY SUPPORTI NG ORGANI ZATI ON ( PSCASO)

The Privacy, Security & Child Advocacy Supporting Organization will advise the
Board on issues involving the promotion of child online safety that fal

out side the scope of the del egated policy-making authority of the .xxx TLD
Having this representation within the |FFOR structure is beneficial, as it
provides the | FFOR Board with a clearer picture of the evolving issues
threatening children's safety, as well as overall security and privacy online.
Just as | FFOR believes representation by chil d-advocacy groups is inportant in
devel opi ng the proposed TLD s policy, |FFOR al so believes it can provide a
framework for child-advocacy groups to engage in constructive dialogue with the
Adul t - Entertai nment industry and the broader Internet community on a nmuch w der
range of issues. Menbership in PSCSO will be along the lines of the | CANN ALAC,
where nenbership is primarily afforded to organi zati ons as opposed to

i ndi vi dual s.

V. ONLINE ADULT ENTERTAI NMENT SUPPORTI NG ORGANI ZATI ON ( OAESO)
The Online Adult Entertai nment Supporting Organization will advise the Board on

devel opnents within the broader adult industry that fall outside the scope of
t he del egated policy-making authority of the .xxx TLD. Having this
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representation within the | FFOR structure is beneficial as it provides the

| FFOR Board a broader picture of developnents with the adult industry. Just as
| FFOR bel i eves representation by the online Adult-Entertai nment industry is

i mportant in devel oping the proposed TLD s policy, |FFOR also believes it can
provide a framework for the online adult-entertai nment industry to engage in
constructive dialogue with the broader Internet community on a nmuch w der range
of issues. Menmbership in the organization will be open to individuals,

busi nesses and organi zati ons.

Openness and Tansparency

| FFOR plans to maintain a publicly accessible Internet Wrld Wde Wb site (the
"Website"), which may include, anmong other things:

(i) a cal endar of schedul ed neetings of the Board, Supporting Organizations,
and Commi ttees;

(ii) a docket of all pending policy-devel opment matters, including their
schedul e and current status;

(iii) specific neeting notices and agendas as descri bed bel ow,

(iv) information on | FFOR s budget, annual audit, financial contributors and
t he amount of their contributions, and related matters;

(v) information about the availability of accountability nechani sns, including
reconsi deration, independent review, and Orbudsnan activities, as well as

i nformati on about the outcome of specific requests and conplaints invoking

t hese nechani sns;

(vi) announcenents about IFFOR s activities of interest to significant segnments
of the responsible online adult material and service provider community, as
wel | as broader Internet stakehol der comunity;

(vii) comments received fromthe community on policies being devel oped and
other matters;

(viii) information about IFFOR s public foruns; and

(ix) other information of interest to the | FFOR conmunity.

Initial Directors, Officers, and Other Staff

1. | FFOR BOARD OF DI RECTORS

In accordance with IFFOR s its bylaws, there are currently three initial |FFOR
Board Directors, Stuart Lawl ey (Chairman), Ronald Appl eby, QC and Ti not hy
Denton ("the InterimBoard"). Once this application is approved, the Interim
Board will then fill the remaining seats of the initial board with | eading
advocates fromthe appropriate constituencies, bringing the nunber of directors
on the Board to seven.

Stuart Lawl ey is an experienced Chairman and Chi ef Executive, who has devel oped
and successfully managed a nunmber of UK businesses in office technology and the
Internet. He was Chief Executive of Eurofax Ltd and Alto Group plc and Chairnan
of Oneview. net plc (all UK Conpanies). He is an investor in and Chairman of
Definitive Electronic Solutions Inc. He has a BSc in Engineering fromthe

Uni versity of London, Engl and.
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Ronal d Appleby is a partner in the law firm of Robins Appleby and Taub. M.

Appl eby is an honors graduate of Osgoode Hall Law School, where he served as an
editor of the Osgoode Hall Law Journal. He attained first class honors in four
consecutive years at the University of Toronto, fromwhich he holds a Bachel or
of Commrerce degree.

M. Appleby was called to the Bar of Ontario with first class honors in March
1970. He has been a partner in the firmsince 1973 and was appoi nted Queen's
Counsel in 1982.

Ti mot hy Denton is a consultant in private practice specializing in

t el ecommuni cations and Internet policy. He is a consultant to the Canadi an
Internet Registration Authority ("CIRA"). He has a Bachel or of Civil Law (BCL)
fromMGII| University and joined the Bar of Quebec in 1975. Hi s undergraduate
degree in political science and philosophy is also fromMGII.

M. Appleby and M. Denton have agreed to step down within 30 days after | CANN
accreditation to nmake way for to nake way for appointnments fromthe noni nating
comi ttee.

2. | FFOR OFFI CER

| FFOR wi || have an Executive O ficer who will be its only Oficer.

3. | FFOR STAFF

| FFOR wi || al so have a Manager of Public Participation, an Orbudsman and a ful
time administrator. | FFOR has reviewed a nunmber of individuals for the roles,
but no appointments will be made until the outcome of this proposal has been

det er m ned.

Selection of Directors, Officers, Members, Staff

The guidelines regarding the qualifications and selection of Directors are set
forth in the | FFOR byl aws.

A summary of the basic provisions is as foll ows:
1. COWPOSI TI ON OF THE BOARD

The | FFOR Board of Directors ("Board") shall consist of seven (7) voting
menbers ("Directors").

2. DI RECTORS AND THEI R SELECTI ON

a. There will be an initial board which will consist of the Chairman and six
(6) Directors appointed by the InterimBoard. Each Director will resign and a
new Director will be appointed according to the transition plan bel ow

b. The regular termof Seat 1 will begin at the conclusion of the |FFOR s
annual neeting in 2005 and each | FFOR annual neeting every fourth year after
2005;

C. The regul ar termof Seat 2 shall begin at the conclusion of the | FFOR s
annual neeting in 2006 and each | FFOR annual neeting every fourth year after
2006;

d. The regul ar termof Seat 3 shall begin on the day six nmonths after the

conclusion of |FFOR s annual neeting in 2005 and each | FFOR annual neeting
every fourth year after 2005;




ICANN | .xxx New sTLD RFP Application Page 12 of 25

e. The regul ar termof Seat 4 shall begin on the day six nmonths after the
conclusion of |FFOR s annual neeting in 2006 and each | FFOR annual neeting
every fourth year after 2006;

f. The regul ar termof Seat 5 shall begin on the day six nmonths after the
conclusion of |FFOR s annual neeting in 2007 and each | FFOR annual neeting
every fourth year after 2007,

g. The regul ar termof Seat 6 shall begin on the day six nmonths after the
conclusion of |FFOR s annual neeting in 2008 and each | FFOR annual neeting
every fourth year after 2008; and

h. The regular terms of Seat 7 shall begin on the day six nmonths after the
conclusion of |FFOR s annual neeting in 2004 and each | FFOR annual neeting
every fourth year after 2004.

° Seats 1 and 2 are appointed by the nom nating committee.

° Seat 3 is appointed by the TLDSO

° Seat 4 is appointed by the FESO

° Seat 5 is appointed by the PSCASO

° Seat 6 is appointed by the QAESO

° Seat 7 is appointed by |ICM

3. QUALI FI CATI ONS OF DI RECTORS

In carrying out their responsibilities to fill the Seats, the Nom nating

Conmittee and the Supporting Organizations, as the case may be, shall seek to
ensure that the | FFOR Board is conposed of nembers who in the aggregate display
di versity in geography, culture, skills, experience, and perspective. Noni nees
for directorship nust have an understandi ng of (anmong other things) |FFOR s

m ssion and preferably have some familiarity with the online

adul t-entertai nnent industry and operation of the Internet Domain Nanme System

(DNS). They must be willing to serve as volunteers, w thout conpensation other
than the rei mbursenment of certain expenses. No person who serves as a Director
in any capacity on any Supporting Organization Council will be pernmitted to

serve on the Board at the same time. The full Bylaws specify certain other
qualifications relating, anmong other things, to international representation on

t he Board.

4. ELECTI ON OF CHAI RVAN

The Board will make an annual election of a Chairman from anong the Directors.
5. DI RECTORS' DUTI ES

Directors will be required to act in what they reasonably believe are the best

interests of |IFFOR and not as representatives of the entity that selected them
their enployers, any other organizations or constituencies, or in their own

i nterests.

6. TERMS OF DI RECTORS

The term of each director will be for four (4) years except for the Initia
Board of directors who will serve a shorter termas set out in the | FFOR
byl aws.

7. RESI GNATI ON OF A DI RECTOR

Any Director may resign at any tinme, either by oral tender of resignation at
any neeting of the Board (followed by pronpt witten notice to the Secretary of
| FFOR) or by giving witten notice thereof to | FFOR, such resignation shal
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take effect at the time specified, and the acceptance of such resignation shal
not be necessary to make it effective.

8. REMOVAL OF A DI RECTOR

Any Director may be removed, following notice to that Director and, if sel ected
by a Supporting Organization, to that Supporting Organization, by a
three-fourths (3/4) majority vote of all Directors (not including the director
t he subject of the renoval action).

9. VACANCI ES

Any vacancy occurring on the Board of Directors shall be filled by the

Nom nating Conmittee, unless that Director was selected by a Supporting

Organi zation, in which case that vacancy shall be filled by that Supporting
Organi zation. A Director selected to fill a vacancy on the Board shall serve
for the unexpired termof his or her predecessor in office. No reduction of the
aut hori zed nunmber of Directors shall have the effect of renmoving a Director
prior to the expiration of the Director's term of office.

10. OFFI CERS

The | FFOR byl aws set forth the provisions for the qualifications, election, and
renoval of officers. IFFOR will appoint its Executive Oficer within 30 days of
acceptance of this proposal. |FFOR has identified a nunber of suitable

candi dates including M. Tinmthy Denton who is currently a director on the
I nterim Board.

11. STAFF

|FFOR wil | appoint its staff within 60 days of the acceptance of this proposal
Wth regard to the hiring of staff, IFFORwill conply with all applicable | aws
and will prohibit discrimnation in all its programs and activities on the
basi s of race, color, national origin, sex, religion, age, disability,
political beliefs, sexual orientation, marital or famly status.

Meetings and Communication

The gui del i nes regardi ng neetings and conmuni cations are set forth in the | FFOR
byl aws.
A summary of the basic provisions is as foll ows:

1. ANNUAL, REGULAR AND SPECI AL MEETI NGS

Annual neetings of |IFFOR shall be held for the purpose of electing Oficers and
re-electing Directors and for the transaction of such other business as may
cone before the neeting. Each annual neeting shall be held during the fourth
quarter of the cal endar year. Regular neetings of |FFOR shall be held on dates
to be determ ned by the Board. Special neetings of the Board nmay be call ed at

t he request of one-quarter (1/4) of the nenmbers of the Board or by the Chairman
of the Board or the Executive Director Al neetings shall be held at the
principal office of the | FFOR or any other appropriate place of the Board' s
choosi ng.

2. OTHER PROVI SI ONS CONCERNI NG MEETI NGS

The | FFOR Byl aws set out various provisions relating to action by tel ephone
neetings; action without nmeeting if all of the Directors entitled to vote
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thereat shall individually or collectively consent in witing to such action
and notice of Meetings.

3. M NUTES

Al mnutes of nmeetings of the Board and Supporting Organizations (and any
councils thereof) will be approved pronptly by the originating body and
provided to the | FFOR Secretary for posting on the publicly accessible website
no | ater than seven (7) days after each neeting.

Fiscal Information

| FFOR wi || have an Executive Oficer and 3 staff. The comnbined sal ary, benefits
and enpl oyment taxes of these are projected be US$190, 000.

IFFOR will recieve a fee per domain name year from|ICM |CM has produced a
range of plans to illustrate its proposed financial performance. Based on ICMs
"Medium Pl an' (refer to Parts 'C and 'D of this application), which assunes
120, 000 donmmi n names under managenment at the end of a five (5) year period,
this is an extract of IFFOR s projected cash fl ows.

uss Pre-IP Yr. 1 Yr. 2 Yr. 3
(in 000s)

I ncome 0 696 721 1094
Expenses 90 481 495 510
Net Operating (90) 215 226 584
Capital Expenditures 40 0 0 0
Cash Fl ow (130) 215 226 584
Capital Injection 150

Cash flow continues to inprove after year 3.

Indemnification from Liability

| CM and | FFOR propose several mechanisnms to linmit the liability of each

organi zations directors and staff. The first mechanismis contained in the

byl aws of each organi zati on. | FFOR sponsoring bylaws state that | FFOR wil |

i ndermi fy each of its agents agai nst expenses, judgnents, fines, settlenents,
and other anmounts actually and reasonably incurred in connection with any
proceedi ng arising by reason of the fact that any such person is or was an
agent of IFFOR, provided that the i ndemified person’s acts were done in good
faith and in a manner that the indemified person reasonably believed to be in
| FFOR' s best interests and not crimnal. For purposes of this Article, an
"agent" of |FFOR includes any person who is or was a Director, Oficer,

enpl oyee, or any other agent of |FFOR (including a nember of any Supporting
Organi zation, any Advisory Committee, the Nomi nating Committee, any other |FFOR
conmittee) acting within the scope of his or her responsibility; or who is or
was serving at the request of IFFOR as a Director, Oficer, enployee, or agent
of anot her corporation, partnership, joint venture, trust, or other enterprise.

The second nechanismwi Il be in the Registry-Registrar Agreement that each

| CANN accredited must enter into with the registry operator prior to being
permtted to provide domain name registration services in the .xxx TLD
Afilias’ Registry-Registrar agreenment, which ICMand | FFOR will incorporate
into their registry registrar agreenent, require registrars to indemify the
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Regi stry Operator and its enpl oyees, directors, officers, representatives,
agents and affiliates, against any claim suit, action, or other proceeding
brought agai nst the Registry Operator or any affiliate of the Registry Operator
based on or arising fromany claimor alleged claim (i) relating to any
product or service of the Registrar; (ii) relating to any agreenment, including
the Registrar’s dispute policy, with any Regi stered Name Hol der or the

Regi strar; or (iii) relating to the Registrar’s domain nane registration

busi ness, including, but not limted to, the Registrar’s advertising, domain
nanme application process, systens and ot her processes, fees charged, billing
practices and customer service.

The final mechanismw || be incorporated into the domain name registration
agreement that every dommin nane registrant must consent to prior to being
permtted to registering a domain nane. In those agreenments, registrants nust
agree to indemify, the Registry Operator, and its directors, officers,

enpl oyees and agents from and agai nst any and all clains, damages, liabilities,
costs and expenses arising out of or relating to the registrant's domai n nane
regi stration. In addition, registrants will be required to rel ease the
registry operator, I1CM and IFFOR fromliability for actions taken to conply
with | CANN policies or in exercise of the authority del egated by | CANN

Proposed Extent of Policy-Making Authority

| FFOR is seeking a limted and qualified scope of policy-making authority in
connection with the operation of the TLD. | FFOR seeks del egation primarily in
connection with the terns and conditions for registering a domain name in the
proposed top-level domain. During ICMs four-year outreach and education
process, responsible online adult-entertai nment conpani es have expressed their
concern about a for-profit conmpany or other non-interested third-parties being
able to potentially inmpose onerous terns and conditions via the registration
agreement without their voice being properly heard.

For this reason, |FFOR was created as a not-for-profit, independent entity to
serve as the policy-making body for the TLD. IFFOR will enter into a contract
with I CM under which ICMw Il be bound to inplenent policy dictated by | FFOR
This separation of powers, along with the online adult-entertainnment
conmunity’s ability to directly participate in the policy-devel opnent process
supports ICM and | FFOR' s application as a sponsored TLD. However, based upon
our research there is an increased chance of quick adoption by the comunity
via a sponsored nodel that takes into account a broader range of voices,

vi ewpoi nts, and concerns.

The Iimted scope of policy-making del egation that IFFOR is seeking is in part
because of the successful efforts of the | CANN GNSO wi th such policy
initiatives as the UDRP, redenption grace period and restriction of the

mar ket i ng use of Whois data. These positive industry devel opnents have nmade the
proposed .xxx TLD nore useful to both registrants and users. Moreover, given
that ICMwill be contracting with Afilias to provide key registry

i nfrastructure backend services, |ICMand | FFOR believe that sinmilar future
policy devel opnments proposed by the | CANN GNSO woul d i n nost instances be

i ncorporated into operation of the proposed TLD.

| FFOR i s al so seeki ng del egated policy in respect of Wois.

An overview of | FFOR s policy-devel opnent process (PDP) is set out inits
byl aws and sunmarized bel ow in the section on Policy-Mking Process, and
mrrors in large part the PDP currently enployed by the | CANN GNSO. | FFOR PDP
will require outreach to the inpacted constituencies, potential appointnent of
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out side advisors, as well as public notification of the entire process, which

i s based on upon the | CANN nodel. |FFOR has accounted for nore extended
del i beration periods, however, and has enhanced transparency by requiring
i nformati on on how each constituency menber votes on all issues under

consi der ati on.

| FFOR proposes parallel processes for evaluating and inplenenting consensus
policy created by both I CANN and within | FFOR Those policies that apply to

XXX by their terms will, of course, be inplenented. Wth respect to policies
applicable only to gTLDs, however, |FFOR expects to consider adoption of those
policies as well, followi ng consultation with the TLDSO constituencies.

The other parallel policy inplenmentation process involves consensus
recomendat i ons adopted by the | FFOR Board fromthe TLDSO. |FFOR is prepared to
incorporate a thirty day "quick | ook" opportunity for | CANN, under which | CANN
staff would be given thirty-days to review any | FFOR consensus policy fromthe
TLDSO prior to inplementation. |If the I CANN staff takes no action, the policy
woul d be inplemented. However, if the | CANN staff objects or raises questions,

| FFOR and | CANN staff will engage in discussions to try to resolve any
m sunder st andi ngs or differences of opinion. If the parties are unable to reach
a nutual agreerment, the matter will be resolved in accordance with the dispute

resol uti on procedures established in the contract between | CANN and | CM

The above referenced processes provide a series of checks and bal ances to
ensure that both the responsible online adult-entertai nment conmunity and ot her
potentially inpacted Internet stakehol ders have the opportunity to participate
t hrough the various constituencies within the TLDSO. The narrow area of

pol i cy-maki ng authority that |FFOR seeks del egation, coupled with the above

saf equards ensures that there can be no abuse of policy-naking authority by the
sponsoring organi zation or the registry operator

Policy-Making Process

| FFOR (and ICMinsofar as its role is to inplenment | FFOR policy) propose a
conpr ehensi ve and overl appi ng policy-maki ng process in connection with the

del egated authority for the proposed TLD. This process will primarily involve

t he TLDSO operating in accordance with the guidelines set out in the | FFOR
bylaws. IFFOR will also utilize the parallel policy-devel opment process that
will seek to incorporate the consensus policy reconmendati ons of both the | CANN
GNSO and the | FFOR TLDSO

The nmechani sns for allow ng reconsideration and review of the proposed or
adopted policies include appoi ntmrent of an Orbudsnan, and the creation of a
reconsi deration conmittee, and the independent revi ew panel as described in the
Byl aws.

A summary of the basic policy making process is as follows:
1. INITIATION OF POLI CY- DEVELOPMENT PROCEDURE (*‘ PDP' )

An issue may be raised for consideration as part of the policy-devel opnent
process (' PDP') by any of the Board, the TLDSO Council, or any advisory
conmittee. After receiving notice of such an issue having been raised, a

desi gnat ed enpl oyee of IFFOR (the ‘Staff Manager’) will create a report (an
‘lssue Report’), which, along with his own recommendati ons and the opini on of
| egal counsel for |FFOR (regarding whether the initiation of the PDP is
properly within the scope of the IFFOR policy process and the TLDSO wll be
distributed to the TLDSO Council for a vote on whether to initiate the PDP
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2. PUBLI C NOTI FI CATI ON

After initiation of each PDP, IFFOR will post a notification of it to the

Website. A public comment period will then commence. The Staff Manager will
review the public coments and incorporate theminto a report (the ‘Public
Conment Report’) The Public Coment Report will be included in the Prelimnary

Task Force Report or the Initial Council Report, as applicable.
3. TASK FORCES
In considering proposed policy devel opnments, the Council may deci de to appoint

task forces, consisting of representatives appointed by each of the
constituencies of the TLDSO to assist it in making investigations. The task

forces will not have any formal decision-making authority, and terns of
reference for each task force will be set by the Council. One of the tasks of
the task force representatives will be to ascertain the position of his or her

constituency, and, in addition, the task force may solicit the opinions of
out si de advi sors, experts, or other nenbers of the public.

After due deliberation, the chair of the task force will be required to submt
a prelimnary report of findings (a ‘Prelinminary Task Force Report’) in a
prescribed form to the full task force. The Prelim nary Task Force Report nust
contain the views of the TLDSO constituencies.

After a subsequent, and final, task force neeting, the chair of the task force
and a designated enployee of IFFOR will create the final task force report (in
a prescribed form) and post it on the Wbsite.

4. PRCCEDURE | F NO TASK FORCE | S FORMED

If the Council decides not to convene a task force, it will request that each
constituency appoint a representative to solicit the constituency's views on
the issue, and subnmit a constituency statement to the Staff Manager. Again, the
Staff Manager will be required to create a report (the ‘Initial Counci

Report’) in a prescribed form and post it on the Wbsite.

5. Public Conmrents to the Task Force Report or Initial Report

After reports are posted to the Wbsite, there will be a suitable public
conment period during which any individual or organization may subnmit comrents.
At the end of the public comrent period, the Staff Manager will be responsible

for reviewing the comrents received and addi ng those deened by himto be
appropriate for inclusion in his Final Report, which the staff Manager wll
t hen be responsible submitting to the Council chair

6. COUNCI L DELI BERATI ON AND REPORT TO BOARD

Upon receipt of a Final Report, the Council chair will (i) distribute the Fina
Report to all Council nmenmbers; and (ii) call for a Council neeting. The

del i beration process will culmnate in a formal Council neeting at which the
Council will work towards achieving the required 2/3 majority vote on the

i ssue, and thereafter to present a report (in prescribed forn) to the Board
(the ‘Board Report’).

7. BOARD VOTE

As soon as possible after receipt of the Board Report, the Board will neet to
di scuss the Council recommendation. In the event that the Council reached a 2/3
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majority vote on the issue, the Board shall adopt the policy according to the
Counci | reconmmendation unless it votes agai nst adoption by the same mgjority,
in which case it nmust state the reasons for its deternmination in a report to

the Council. In the event that a convergence in the views of the Council and
the Board still remmins, there is a procedure for nore deliberation to take
pl ace, at the conclusion of which the Board will publish a tentative decision
allowing for a further period of public comment prior to a final decision by
t he Board.

8. | MPLEMENTATI ON OF THE POLI CY

Upon a final decision of the Board, the Board shall, as appropriate, give
aut horization or direction to the |FFOR staff to take all necessary steps to
i mpl enent the policy.

Articles or certificate of incorporation, organization, association are al

avail able and will be presented to | CANN on request.

| FFOR' s Byl aws and articles are available and will be presented to | CANN upon
request.

ICM s Bylaws, articles and sharehol ders agreenent are available and will be

presented to | CANN upon request.

Information on | FFOR and I CM i ncludi ng business |ocation addresses, |ega
status of each organi zation and the | aws under which each organi zed are
avail abl e to | CANN on request.

The list of persons presently on the supervising board of directors of the
organi zation, or those initially on the board of directors and the proposed
mechani sm for appointing new directors is set out in this docunent.

The current and proposed size of the organizations, the roles of directors and
of ficers and other staff, and details of contracting organization are either
contained within this document (including parts C through E) or available to

| CANN on request.

Bi ographi cal information and background information for present board nenbers
are included in the docunent. Additional biographies for potential board
menbers are avail able to | CANN on request.

A. Add new value to the Internet name space

sTLDs have the characteristic of identifying |like groups of businesses or
organi zations on the Internet. In the same way that .co.uk (for exanple) gives
i nformation that a conpany is UK based, so sTLDs |ike .xxx make a cl ear
statement of the nature of the business.

The availability of material of an adult nature on the Internet is a
controversial and sensitive subject, on which there has been a gl oba
reluctance to hold a public debate. The conbinati on of easy access to the Wb,
growi ng I nternet usage by the Comunity, its consumers, and others, as well as
power ful search technol ogy strongly suggests the subject should no | onger be

i gnor ed.
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M nors form a high percentage of Wb users, nmany of whom possess sophi sticated
techni cal know edge about it. This is not, however, the industry’s target
market. Rather, the online adult industry is trying to find ways of reaching
adults seeking adult material on the Web. Marketing techniques currently
avai | abl e depend on wi despread distribution that, while finding the target

mar ket al so reaches many mnors and adults that do not seek such adult

mat eri al

The .xxx TLD creates a new and clearly differentiated space. The inclusion of

t he best-business practices for .xxx registrants will neet the needs of the
Conmunity that cannot reasonably be net in the existing gTLDs at the second
| evel . The .xxx TLD makes it nore efficient for suppliers and willing users to

conmuni cate, thus giving end users the choice to access or avoid such materi al
Finally, the .xxx TLD is clearly nore informative than a .com or another gTLD
or ccTLD extension to describe the material in the sites.

The statistics above clearly denonstrate that the .xxx TLD will enrich the
br oader gl obal comunities. The sTLD has broad geographi c and denographic

i npact, serves one of the Internet’s |argest user conmunities and has the

potential to attract nore than 1 million registrations.

| FFOR has been constructed in such a way to have a broader functional scope.

As previously referenced, one of IFFOR s four SO s, the TLDSO, is required to
serve as the policy devel opnent nechani sm of the proposed .xxx TLD. The ot her
three SOCs have a broader functional scope that will be assisted in achieving
their respective nissions through the Grant Advisory Committee.

IFFOR is conmitted, as set out in its charter, to pursue various initiatives
supporting educational programs and other initiatives safteguarding children
online.

In addition, IFFOR will also create a | egal defense fund to defend agai nst any
interference with | awful and protected conduct.

The proposed .xxx TLD is designed to give the online adult-entertai nment
industry the ability to categorize online information. This diversity of the

I nternet domain nanme space will help consenting adults to find the goods and
services they want, while assisting parents to shield their children fromthe
adult material shown. The .xxx string was selected as the string for the
sponsored adult oriented TLD as it transcends geographic regions and | anguages
whi | e having high recognition and | asting value for both registrants and
Internet users. The proposed .xxx string is clearly appropriate for the
sponsored comrunity as other strings were deened too Angl o- Saxon and had the
potential to | ead to confusion (see above).

In reaching and enriching broad gl obal comunities, |FFOR has proposed a
framework to bring together and foster communi cati on between historically

di sparate viewpoints. Just as | CANN represents a unique private-public
partnership in connection with the technical coordination of the Internet’s
nane and nunbering systenms, |FFOR offers a unique framework for the responsible
online adult-entertainnent industry to work in conjunction with the broader
Internet conmunity to devel op responsi bl e business practices. Thus it can

saf eguard children whil e defendi ng agai nst predatory practices that inpede the
awful activity of the adult-entertainment industry and consenting adults

wi shing to utilize these goods and servi ces.

B. Protect the rights of others
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| CM and | FFOR propose a conprehensive array of mechanisns to ninimze abusive
regi strations and protect the rights of intellectual property owners.

Specifically, ICMand IFFOR will provide a process to ensure contractua
enforcenent, charter conpliance, dispute resolution, and accurate \Wois
information as set forth in nore detail in the follow ng sections.

It is inportant to note that these nmechani snms need not be permanently fixed.
The TLDSO in its del egated capacity as the policy making body of IFFOR in
connection with this proposed TLD wi Il explore and eval uate other mechanisnms to
continually inprove upon this area

Al t hough the proposed charter for the TLD restricts registration rights to only
those individuals, businesses, and entities that are included in the defined
Conmunity. I CM and | FFOR woul d propose all owi ng trademark owners to defensively
register if they choose. However, in connection with those domai n nanes

regi stered by trademark owners not in the adult-entertainnent industry, these
domai n nanmes shall not resolve

C. Assurance of charter-compliant registrations and avoidance of abusive
registration practices
1. ICM and | FFOR wi | | di scourage the registration of infringing domain nanes

t hrough the followi ng four principle nechanisns: Contractual Representations,
Charter Verification, UDRP, and the Start-Up Trademark Opposition Proceeding

(STOP).

a. CONTRACTUAL REPRESENTATI ON

ICM s registry-registrar agreement (RRA) will include the foll ow ng requirenent
that each registrar include the following terms in its domain nane registration
agr eenent:

The Regi strant represents that, to the best of the Registrant's know edge and
belief, neither the registration of the Registered Name nor the manner in which
it is directly or indirectly used infringes the legal rights of any third

party.

These contractual ternms in addition to appearing in the domain nanme

regi stration agreenent will also be incorporated into the Wois verification
process (see below) to ensure that the domain nanme regi strant was been provided
with both actual and constructive know edge of the ternms and conditions.

b. CHARTER COVPLI ANCE

| CM proposes a hybrid charter conpliance process, conbining automated and
manual procedures, prior to any donmain name being added to the .xxx zone file.
This verification process will be incorporated into the Wois process. As
descri bed below, the registry will send a unique HTM. Iink to the registrant’s
e-mail of record. Once directed to this unique HTML |ink, the registrant wll
have to provide supplenmentary information that will allow ICMto verify
automatically that the registrant is a nmenber of the Community. If |ICM cannot
verify it automatically, it will refer the details to ICMs in-house
admi ni stration staff who will performa manual verification process. This
conpl i ance process is independent of the Charter Eligibility Di spute Resolution
Policy (CEDRP), which is used where there is a conpliance dispute, after the
domai n has been added to the zone file.

c. UDRP
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ICMand IFFOR will require that the UDRP be incorporated into the domain nanme
regi stration agreenent. In addition, I1CMand | FFOR believe that the higher
price point of domain names and the initial nultiple year registration term
wi I | further discourage abusive registrations.

d. STOP

I CM and | FFOR recogni ze the inportance of requiring additional safeguards to
m ni m ze abusive registrations during the TLD s initial launch. ICMand | FFOR
al so recogni ze that sone abusive registrations may take place, so it is
critical to provide a tinmely mechanismto resolve such disputes. As described
in greater detail in the next section, ICMand IFFOR will be using the STOP
proceeding as originally inplenmented by NeuLevel during the launch of the .biz

TLD.
2. | CM has set out a screening process that will review new domai ns at the
poi nt of registration (see 1.b above). The mechanismit will use for charter

conpl i ance post registration is the Charter Eligibility Di spute Resolution
Policy (CEDRP). The CEDRP is an adninistrative procedure that all | CANN
sponsored TLDs have incorporated into all domain nane registration agreenents.

However, in seeking to enhance the utility of the CEDRP, |ICM and | FFOR have
anal yzed ot her domain name administrative procedures. To date sone of these
mechani sns have not been broadly used as an effective nmechanismto conbat
abusi ve registration because the chall enger/conpl ai nant nust expend substantia
suns of noney (in excess of $1,000) to initiate a proceeding that potentially
all ows the domain nane registrant to "cure" the violation after the expenditure
of nmoney by the chal |l enger/conpl ai nant.

By way of exanple, under the .US Nexis challenge procedure the prevailing

chal | enger/conpl ainant is not permtted the opportunity to register the domain
nane in violation of the policy. This means that good faith challengers have to
expend substantial anobunts of nobney with no guarantee that they will be able to
regi ster the donmai n name.

In an effort to pronote greater use of the CEDRP to deter abusive

regi strations, the prevailing challenger will be provided the right to register
the domain nanme if they neet the registration requirenents, as well as the
inability of the original registrant to cure the violation after the initiation
of a CEDRP.

These contractual ternms in addition to appearing in the domain nanme

regi stration agreenent would al so be incorporated into the Wois verification
process (see below) to ensure that the registrant was provided with both actua
and constructive notice of the contractual terms. The second factor that shoul d
produce a downward pressure on non-charter violations is the marketpl ace,
specifically the higher price point and two-year registration term

However, the fourth and nost conpelling factor is conmon sense. One of the
reasons that charter conpliance is so critical is that without it, there is the
potential for every TLD, regardl ess of the specific type, to drift toward an
open and unrestrictive state. To illustrate how charter enforcement is so
critical to prevent abusive registrations it is valuable to take a historic
perspective. Traditionally, abusive registrations have generally fallen into
one of two categories: cyber-squatters or typo-squatters.

The very nature of the .xxx TLD lends itself to deter abusive registrations in
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either category. In the case of cyber-squatters, third parties register domain
nanes to prevent legitimte entities fromregistering and using the domain
nanes, such as in Panavision v Toeppen. In this scenario there are |likely not
goi ng to be many non-adult-entertai nment conpanies trying to establish a
presence online in an adult oriented TLD, as they woul d be prohibited by the
charter criteria anyway. Although there may be sone entities that may try to
extort noney from existing adult-entertai nment conpanies, |ICMand FOR believe
that the nodified STOP Proceedi ng and other |P safeguard mechani sns adequatel y
address these concerns.

In the case of typosquatters, such as Zuccarini, they typically register comon
typographical entries that users enter while surfing the web. These
typo-squatted websites traditionally redirect users unknow ngly to ganbling,
drugs, or adult material related sites. By way of exanple, consider UDRP

deci sion, WI.P.O D2000-1158 (wwadi scovercard.com) in which the registrant
redirected users to a gamng site when the tried to | eave the original site.

Typosquatti ng has becone such a problemthat the United States recently enacted
legislation titled the Protect Act (see above) that nakes it illegal in certain
circunstance to use m sl eading domain names with the intent to deceive people.
However, it is highly unlikely that an Internet user will fail prey to a
typo-squatter in the proposed TLD, as it is very unlikely that an Internet user
will accidentally type in a second | evel domain nane foll owed by the TLD

ext ension .xxx. This conmon sense approach is also enbodied in the affirmative
def ense set forth in Section 108 of the Protect Act.

For these reasons, ICM and | FFOR believe that charter violations are highly
unlikely in the proposed TLD

3. ICMand IFFOR intend to fully conply with the Schedul e of Reserved Names set
forth in Attachment 11 of the base sponsored registry agreement as well as

reserve fromregistration all country names in accordance with | CANN Resol ution
01-92., ICMand IFFOR also intend to reserve fromregistration a |imted nunber

of dommin nanes in accordance with existing registry agreenments for business

devel opnent. This list has not been fornmulated at this tinme.

4. The af orenentioned nechani sns, including but not Ilinited to, charter
verification & conpliance, pricing, UDRP, CEDRP, and STOP work collectively to
provide a safety-net of protection agai nst abusive registrations. |ICM has

al ways pl aced high inportance on m ninizing abusive registrations and
protecting the rights of others. In fact during the 2000 application process,

| CM received the highest rating in a review perforned by the I CANN Intellectua
Property Constituency (I PC) regarding |IP protection safeguards.

The enhancenents with regard to the UDRP, charter conpliance, and \Wois
verification show | CM and | FFOR s conti nued focus on m ninmi zi ng abusive
regi strations and protecting the rights of others.

5. ICM and | FFOR recogni ze that it is of critical inportance that the registry
operator and the sponsoring organization maintain their role as a neutral third
party provider. However, in an effort to facilitate conpliance with applicable

trademark and anti-cybersquatting legislation ICMand | FFOR will incorporate
| anguage simlar to that in the Afilias RRA in each domain name registration
agr eenent .

ICM and | FFOR al so believe that the |anguage originally incorporated into the
NeulLevel RRA in connection with its IP Claim Service may al so be suitable for
inclusion into its agreenents.
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6. As indicated above, |ICM and | FFOR propose a conprehensive array of

st and- al one and overl appi ng nmechani snms designed to ninimze abusive

regi strations and protect the rights of intellectual property owners. Wth
regard to special protection for fanmous trademark owners, | CM and | FFOR believe
that the aforenentioned broader safeguard mechanisms are equally suited to
protect these interests as well.

I|CM and | FFOR al so propose to expand the scope of the UDRP applicable to .xxx
to allow for individuals to bring a UDRP action. This will resolve the |ack of
uniformty in how personal nanme cases are deci ded, see W PO D2000-0210

(Jul i aRoberts.com - Transfer Authorized); WPO D2000-0847 (Madonna.com -
Transfer Authorized); WPO2000-1532 (BruceSpringstein.com- Transfer Denied);
and W PO D2000- 0596 (Sting.com - Transfer Denied).

D. Assurance of adequate dispute-resolution mechanisms
1. UDRP

ICM and | FFOR intend to adhere to the | CANN UDRP, with the follow ng

nodi fi cati ons/ enhancenents. As referenced above it is proposed that the UDRP be
nodified to allow individuals to initiate proceedi ngs where the domain nane in
question is simlarly confusion to their personal nane. Another proposed
nodi fi cation under consideration involves requiring domain name registrants to
pay a nonminal fee at the commencenent of a UDRP proceeding. This is to prevent
abusi ve registrants that register a domain name and then seek to infringe or
dilute the trademark holder’s rights during the UDRP proceedi ng. Therefore,
upon the comrencenent of a UDRP proceeding, the domain nane registrant will
have to pay a nom nal fee to prevent the domain name from being placed on hold
(no DNS resol ution) during the proceeding.

2. STOP PROCEEDI NG

| CM and | FFOR propose to incorporate a nodified STOP proceeding into the
roll-out phase of the proposed TLD based on, but not identical to, NeulLevel’'s
inthe roll-out of the .BlZ TLD. The principle nodifications involves the
timng of the notification. Specifically, the notice will be incorporated into
a 2-tier both during the initial registration process and during the subsequent
Wois verification procedure prior to the domain name bei ng added to the zone
files for global resolution.

The primary reason why | CM and | FFOR believe that a nodified STOP proceeding is
t he best course of action, is because it is nost responsive to the needs of the
adul t-entertai nnent comunity. Specifically, Section 2(a) of the Trademark Act,
15 U. S. C. 8§1052(a), bars the registration of inmmoral or scandal ous matter on
the Principal Register. Mreover, the refusal to register imoral or scandal ous
matter has been found not to abridge First Anendnment rights, see In re
MG nl ey, 660 F.2d 481, 484-85, 211 USPQ 668, 672 (C.C.P. A 1981) (addressing
Fifth Amendment Due Process Rights) . For a further discussion of the obstacles
confronting adult-entertainment providers please reference Section 1203.1 of
the TMEP for references to statutes and adm nistrative/judicial case |aw.

ICM and | FFOR al so believe that the potential for abuse is substantially |ess
with the proposed nodified STOP proceeding in the case of the .xxx TLD

Al t hough the final nunbers have not been rel eased, it has been estinmated that
there were only approximately 1,000 STOP challenges filed as opposed to the
over 17,000 associated with the Afilias Sunrise Process.
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E. Provision of ICANN-policy compliant WHOIS service

ICM and | FFOR intend to conply with all applicable Wois requirenents.
Fulfilling these requirements will be facilitated by the thick EPP standard by
which the registry will operate. As previously nentioned, and as set forth in
detail in Part E, ICMwi Il be contracting with Afilias to provide key registry
i nfrastructure, including Wois services.

Not wi t hst andi ng this conpliance with existing | CANN Whois policy, ICMand | FFOR
propose the foll owi ng enhancenent to increase the accuracy of Whois data while
si mul taneously offering increased regi strant privacy.

To increase Whois accuracy, |ICM and | FFOR propose a Whois verification

mechani smthat will not allow a domain nane to resolve until the Registry has
verified the validity of the email address provided by the registrant. To date
the Regi strars have enpl oyed varying degrees of \Wois verification
mechani sns/ procedures with nonmnal results. ICMand | FFOR believe this is a
substantial nmove in the right direction to bring about nmore responsible

busi ness practices within the domain nane industry.

The second Whois service is a proxy registration service that would be
avai |l abl e exclusively to attorneys representing their adult-entertai nnent
clients. Under the proposed proxy registration service, all Wois information
(actual registrant and proxy) would be retained in the registry's "thick"

dat abase.

REG STRAR COWPLI ANCE:

Al t hough | CANN has succeeding in introducing conpetition into the donmain nane
regi stration marketplace through the accreditation of over one hundred and
sixty Registrars, efforts to enforce the accreditati on process have had only
limted success, at least in part as a result of an open "all or nothing"
enforcenent nodel. In addition, the absence of metrics by which registrants can
nmeasure Regi strar performance has contributed to some of these probl ens.
Instead, registrants nust rely primarily on price and word of mouth. | CM and
| FFOR intend to i nmplenent a conpliance program nodel ed after the | CANN
Internic.net website for docunenting fal se and/ or inaccurate Wois data.
However, ICM and | FFOR intend to make this online conpliance mechani sm much
nore conprehensive to handle a wi der range of issues by both registrants and
interested third parties. This would include anmong ot her things,

renewal /transfer problens, failure to conply with court orders, etc.

These conpl aints woul d be screened using nmechani snms currently enployed by | CANN
to mnimze abusive filings. Once verified, the conplaint would be entered into
a database that the Registrar would access online via a user |ID and password.
The Regi strar would then contractually obligated by the terns of the RRA to
respond to and cl ose out each ticket. One of the problens with the | CANN Woi s
reporting tools is that | CANN has no contractual authority to require

Regi strars to update the docketing system Under the | CANN accreditation
agreement, the Registrar is only required to investigate and resolve inquiries
regardi ng fal se and/or inaccurate Wois data.

Under the proposed Registrar conpliance program sumary netrics associ ated
with each Registrar would be posted online to all ow potential domain nane
registrants to objectively gauge the performance of each Registrar. By making
this information publicly available, Registrars will strive for enhanced
conpliance as a result of market pressure not solely contractual obligations.
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