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Begin forwarded message:
From: Chris LaHatte <chris.lahatte@icann.org>
Subject: RE: Dot Web Auction
Date: July 10, 2016 at 1:58:48 PM PDT
To: Christine Willett <christine.willett@icann.org>
Cc: Amy Stathos <amy.stathos@icann.org>, Herb Waye <herb.waye@icann.org>

Thanks Christine. I have asked Jon Nevitt to comment at this stage
Regards
Chris LaHatte
Ombudsman
Blog https://omblog.icann.org/
Webpage http://www.icann.org/en/help/ombudsman
Please leave feedback on how I am doing http://www.icannombudsman.feedback/
Pronouns used: he, his, him

Confidentiality
All matters brought before the Ombudsman shall be treated as confidential. The Ombudsman shall
also take all reasonable steps necessary to preserve the privacy of, and to avoid harm to, those parties
not involved in the complaint being investigated by the Ombudsman. The Ombudsman shall only
make inquiries about, or advise staff or Board members of the existence and identity of, a
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complainant in order to further the resolution of the complaint. The Ombudsman shall take all
reasonable steps necessary to ensure that if staff and Board members are made aware of the existence
and identity of a complainant, they agree to maintain the confidential nature of such information,
except as necessary to further the resolution of a complaint.

From: Christine Willett
Sent: Saturday, July 09, 2016 4:02 AM
To: Chris LaHatte <chris.lahatte@icann.org>
Cc: Amy Stathos <amy.stathos@icann.org>; Herb Waye <herb.waye@icann.org>
Subject: Re: Dot Web Auction
Dear Chris,
I hope that this email finds you well. I know that you have been in communication with NU DOT
CO LLC, to inquire about the recent complaint filed by Donuts regarding its ownership and
potential impact on the .WEB/.WEBS auction.
As you know, my team had reached out to NU DOT CO LLC previously, and we received
confirmation that NU DOT’s application materials were still true and accurate. In an effort to be
extremely cautious, I reached out to Mr. Jose Ignacio Rasco (the application primary contact for
NU DOT’s .WEB application) again today to ensure that our understanding of his previous
response was accurate. During the call, he explained the following:
1.
When ICANN previously contacted him about potential application changes, he assumed
that the confirmation was part of the standard auction process, and his response was relatively
brief. The email from the Ombudsman provided him with more context. Now that he has a
better understanding about the complaint and what is going on, he can provide us with more
detailed information.
2.
NU DOT is structured as an LLC, which does not have “directors,” but rather “managers”
and “members.” Neither the managers nor the members have changed since the application’s
submission.
3.
NU DOT’s operating agreement has not changed since the application’s submission.
4.
He understands that the .WEB/WEBS auction price is expected to be high, and that some
of his competitors are upset that he was not willing to resolve contention outside of the ICANN
auction.
5.
He was contacted by a competitor who took some of his words out of context and is using
them as evidence regarding the alleged change in ownership. In communicating with that
competitor, he used language to give the impression that the decision to not resolve contention
privately was not entirely his. However, this decision was in fact his. He does not believe that it
is appropriate that this email conversation is being used as evidence.
Mr. Rasco indicated that he had provided you with similar information, but I wanted to share the
details of our conversation in case they can provide you with a more complete picture. If you
have any questions, please let me know.
Best,
Christine
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conducted cleanly and not with a pending ICANN accountability mechanism or a
cloud surrounding the TLD based on a potential change of control in violation of
the AGB.
6.
Even if the other applicant denies that any changes have been made, we
have credible evidence that needs to be investigated and all the other applicants
deserve at least 30 days from the end of the investigation to prepare for the
auction.
Because of upcoming triggers and financial preparations necessary before this
auction, please announce the postponement as soon as possible. It doesn't make
sense to even wait to hear back from the other applicant before a postponement is
announced because regardless of what they say, an extension is the appropriate
action considering the time period before the auction. What they say and the
result of the investigation should just go to when the auction is rescheduled.
Please let me know if you have any questions.
Thanks again for your help and consideration.
Best,
Jon
------------------A visitor, who is a One or more applicants for dot web, has made a complaint to the
Ombudsman about changes to the dot web application by one of the applicants,
being NU DOT CO LLC. He says that t There is evidence from them (which I have
seen) which reveals that there have been changes to the composition of NU DOT
CO LLC's Board that require it to go through an ICANN change process. one of
the board members of this applicant company, is no longer taking an active part in
the running of the company, and that there are several other directors, not
specifically specified or named. The complaint is that because there has been a failure
to disclose material changes, that it is unfair to the other applicants until the
disclosure has been made and that accordingly, the auction ought to be postponed
until disclosure has been made. So I have opened an ombudsman complaint file
about this matter. It may be an issue where the enquiry ought to be directed to this
applicant or they could contact this office if they wish to discuss the matter. I am not
sure of their appropriate contact details, and it may be useful to pass this on to them.
When I have this information, I can investigate the facts of this matter and be able to
make a recommendation.

Jonathon Nevett
Co-Founder & EVP, Donuts Inc.
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complaint.
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MLS
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1-182826452

The Canadian Real Estate Association
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Johnson & Johnson Services, Inc.

$3,088,888

DOT
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Dish DBS Corporation

REALTY

112
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Fegistry, LLC
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SPOT
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Amazon EU S.à r.l.
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SALON
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Outer Orchard, LLC
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2014

Amazon EU S.à r.l.
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2014

Minds + Machines Group Limited

$3,000,888

TECH
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1-1670September
76346
2014

Dot Tech LLC

$6,760,000

信息

6

04 June
2014

Beijing Tele-info Network Technology Co., Ltd.

1-99544061

$700,000

$600,000

2

Displaying 1 17 of 17

Notes:
* Winning applicant results are preliminary until the winning price is received in full.All prices are displayed in United States Dollars (USD)
with a comma denoting the thousands separator.
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ARIF HYDER ALI

Contact Information Received

February 23, 2018
VIA E-MAIL
ICANN Board
c/o Cherine Chalaby, Chairman
Göran Marby, President and CEO
12025 Waterfront Drive, Suite 300
Los Angeles, CA 90094
Re: Request for Update on ICANN’s Investigation of .WEB Contention Set and
Request for Documents under ICANN’s Documentary Information Disclosure Policy
Dear ICANN:
We write on behalf of our client, Afilias Domains No. 3 Ltd. (“Afilias”), regarding the
.WEB contention set. As stated in past correspondence, Afilias has several concerns with
the 27-28 July 2016 auction for .WEB, including (1) Nu Dot Co LLC’s (“NDC”) apparent
change in financial position, ownership, or control after submitting its application to
ICANN but prior to the auction for .WEB; (2) NDC’s assignment of rights in its application
for .WEB to Verisign, Inc. (“Verisign”) prior to the auction in breach of the gTLD
Applicant Guidebook (“AGB”); and (3) the serious competition issues raised by Verisign’s
acquisition of .WEB in violation of ICANN’s Bylaws and the AGB.1 As discussed below,
we are writing to: (1) request an update on ICANN’s investigation of the .WEB contention
set; and (2) request documents under ICANN’s Documentary Information Disclosure
Policy (“DIDP”).

1

See Letter from M. Scott Hemphill to Akram Atallah (8 Aug. 2016), https://www.icann.org/en/system/
files/correspondence/hemphill-to-atallah-08aug16-en.pdf; Letter from M. Scott Hemphill to Akram
Atallah (9 Sep. 2016), https://www.icann.org/en/system/files/correspondence/hemphill-to-atallah09sep16-en.pdf; Letter from John Kane to Christine A. Willett (7 Oct. 2016).
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I.

Request for Update on ICANN’s Investigation of .WEB Contention Set

Pursuant to Afilias’ concerns in late 2016, ICANN requested “additional information”2
regarding the .WEB auction from Afilias, Ruby Glen LLC (“Ruby Glen”), NDC, and
Verisign on 16 September 2016.3 Afilias promptly responded to ICANN’s request on 7
October 2016.4 Since Afilias submitted its response to ICANN over sixteen months ago,
it has received no further communications from ICANN in regards to the .WEB contention
set. ICANN has failed to update Afilias regarding its investigations relating to .WEB.
ICANN is obligated by its Bylaws to maintain “open and transparent processes.” 5 The
principle of “[t]ransparency is one of the essential principles in ICANN’s creation
documents, and its name reverberates through its Articles [of Incorporation] and Bylaws.”6
Pursuant to its Bylaws, ICANN is required to (1) “[e]mploy open, transparent and bottomup, multistakeholder transparent public development processes” 7 and (2) to “operate to the
maximum extent feasible in an open and transparent manner and consistent with
procedures designed to ensure fairness.”8
Therefore, pursuant to ICANN’s transparency obligations, 9 we respectfully request that
ICANN provide an update on the status of ICANN’s investigation of the .WEB contention
set, including: (1) the steps (if any) taken by ICANN to disqualify NDC’s bid on the basis
that NDC violated the rules applicable to its application; and (2) the steps (if any) taken by
ICANN to assess competition issues arising out of delegation of .WEB to Verisign.
We further request that ICANN take no action in regards to .WEB until Afilias can review
and respond to the documents provided as a result of the below DIDP request; and that
ICANN confirm that it has not, and will not, enter into a registry agreement for .WEB with
2
3
4
5
6

7
8
9

Letter from Christine A. Willett to John Kane (16 Sep. 2016), p.1.
See Letter from Christine A. Willett to John Kane (16 Sep. 2016).
See Letter from John Kane to Christine A. Willett (7 Oct. 2016).
ICANN Bylaws, Article 1, Section1.2(a).
Dot Registry, LLC v. ICANN, ICDR Case No. 01-14-0001-5004, Declaration of the Independent Review
Panel (29 Jul. 2016), ¶ 101, https://www.icann.org/en/system/files/files/irp-dot-registry-finaldeclaration-redacted-29jul16-en.pdf.
ICANN Bylaws, Article 1, Section1.2(a)(iv).
ICANN Bylaws, Article 3, Section 3.1.
See ICANN Articles of Incorporation, Art. 2(III); ICANN Bylaws (22 Jul. 2017), Art. 1(1.2)(a), Art.
3(3.1), Art. 4(4.1).
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NDC until, to the extent Afilias seeks review of any decisions relating to .WEB through
ICANN’s accountability mechanisms, such mechanisms are completed. We nonetheless
emphasize that Afilias reserves all of its rights to pursue any and all rights or remedies
available to it in any forum against ICANN, NDC, or Verisign in connection with the
delegation of the .WEB gTLD.
II.

Request for Documents Pursuant to the DIDP

Afilias further submits this letter to request documents from ICANN, pursuant to ICANN’s
DIDP, related to (1) ICANN’s 30 September 2016 request for additional information sent
to Ruby Glen, Afilias, NDC, and Verisign; and (2) any investigation by ICANN of NDC
and Verisign in relation to .WEB.10 The DIDP is “intended to ensure that information
contained in documents concerning ICANN's operational activities, and within ICANN's
possession, custody, or control, is made available to the public unless there is a compelling
reason for confidentiality.”11 Pursuant to the DIDP, Afilias requests that ICANN provide
the following documents:
1. All documents received from Ruby Glen, NDC, and Verisign in
response to ICANN’s 16 September 2016 request for additional
information;12
2. Ruby Glen’s Notice of Independent Review, filed on 22 July 2016;13
3. All documents filed in relation to the Independent Review Process
between ICANN and Ruby Glen, initiated on 22 July 2016;14
4. All applications, and all documents submitted with the applications, for
the rights to .WEB;

10
11

12
13
14

See Letter from Christine A. Willett to John Kane (16 Sep. 2016).
See ICANN DIDP, https://icann.org/resources/pages/didp-2012-02-25-en. In responding to a request
submitted pursuant to the DIDP, ICANN adheres to its Process for Responding to ICANN’s
Documentary Information Disclosure Policy (DIDP) Requests.
Letter from Christine A. Willett to John Kane (16 Sep. 2016), p.1.
Complaint, Ruby Glen, LLC v. ICANN, 2:16-cv-05505, ¶ 53 (C.D. Ca. July 22, 2016).
Complaint, Ruby Glen, LLC v. ICANN, 2:16-cv-05505, ¶ 53 (C.D. Ca. July 22, 2016).
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5. All documents discussing the importance of .WEB to bringing
competition to the provision of registry services;
6. All documents concerning any investigation or discussion related to
a. the .WEB contention set,
b. NDC’s application for the .WEB gTLD,
c. Verisign’s agreement with NDC to assign the rights to
.WEB to Verisign, and
d. Verisign’s involvement in the .WEB contention set,
including all communications with NDC or Verisign;
7. Documents sufficient to show the current status of NDC’s request to
assign .WEB to Verisign;
8. Documents sufficient to show the current status of the delegation of
.WEB;
9. All documents relating to the Department of Justice, Antitrust
Division’s (“DOJ”) investigation into Verisign becoming the registry
operator for .WEB (“DOJ Investigation”), including:
a. document productions to the DOJ;
b. communications with the DOJ;
c. submissions to DOJ, including letters, presentations,
interrogatory responses, or other submissions;
d. communications with Verisign or NDC relating to the
investigation; and
e. internal communications relating to the investigation,
including all discussions by ICANN Staff and the
ICANN Board; and

ICANN
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10. All joint defense or common interest agreements between ICANN and
Verisign and/or NDC relating to the DOJ Investigation.
We reserve the right to request additional documents based on the provision of the above
documents. Please promptly disclose the requested documents pursuant to the DIDP.
Sincerely,

Arif Hyder Ali
Partner
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ARIF HYDER ALI

Contact Information Received

April 23, 2018
VIA E-MAIL
ICANN Board of Directors
12025 Waterfront Drive, Suite 300
Los Angeles, CA 90094
Re:

ICANN’s Response to DIDP Request No. 20180223-1

Dear Members of the ICANN Board:
We write on behalf of our client, Afilias Domains No. 3 Limited (“Afilias”), regarding
ICANN’s 24 March 2018 response (the “DIDP Response”) to Afilias’ Request No.
20180223-1 (the “DIDP Request”) pursuant to ICANN’s Documentary Information
Disclosure Policy (“DIDP”).1 Afilias objects to the DIDP Response as detailed below.
However, in order to achieve an efficient and mutually acceptable resolution of this
dispute, Afilias writes to offer a proposed solution.2 In part, ICANN refuses to produce
certain information pursuant to Afilias’ DIDP Request because ICANN deems such
materials to be confidential. While Afilias has no means to verify ICANN’s position, in
the interests of resolving this issue, Afilias will agree to limit disclosure of any such
material identified by ICANN to its outside counsel for review. In addition, to further
facilitate documentary disclosure, Afilias amends several of its document requests, as set
forth in Section 02 below, in response to the articulated concerns in ICANN’s DIDP
Response.

1

2

See DIDP Request 20180223-1 (23 Feb. 2018), https://www.icann.org/en/system/files/files/didp-20180223-1-alirequest-23feb18-en.pdf (hereinafter, “DIDP Request”); see also Response to DIDP Request 20180223-1 (24 Mar.
2018), https://www.icann.org/en/system/files/files/didp-20180223-1-ali-response-24mar18-en.pdf (hereinafter,
“DIDP Response”).
See ICANN Bylaws (22 Jul. 2017), Art. 4, https://www.icann.org/resources/pages/governance/bylaws-en
(hereinafter, “ICANN Bylaws”).
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01.

The Proposed Confidentiality Agreement Governing Requests 01, 04, 06, and
09(a-c, e)

ICANN has asserted that several of Afilias’ document requests—specifically Requests 01,3
04,4 06,5 and 09(a-c, e)6—seek documents that cannot be publically disclosed because they
are subject to the DIDP’s Nondisclosure Conditions. 7 Afilias agrees to limiting the
disclosure of any material produced by ICANN pursuant to these requests, and identified
by ICANN as “highly confidential,” to Afilias’ outside counsel. This agreement will
protect the documents from public disclosure while permitting Afilias’ attorneys to review
documents relevant to Afilias’ participation in the .WEB contention set.
Should ICANN find this proposal amenable, Afilias is willing to negotiate the specific
terms of such a confidentiality agreement with ICANN’s counsel in order to reach a speedy
resolution of this matter.
02.

The Amendments to Requests 01, 04, 05, 06(a-b), and 09(a) Pursuant to the
DIDP Response

Afilias has further amended certain document requests—specifically Requests 01, 04, 05,
06(a-b), and 09(a)—in order to facilitate further documentary disclosure from ICANN.
These amendments take into account ICANN’s stated concerns regarding the scope and
clarity of these requests, as articulated in the DIDP Response. 8 In making these
amendments, Afilias reserves its right to ask for additional information, should the
materials produced by ICANN pursuant to these amended requests prove inadequate or
insufficient.
3

4
5

6

7
8

Request 01 seeks “[a]ll documents received from Ruby Glen, NDC, and Verisign in response to ICANN’s 16
September 2016 request for additional information.” DIDP Request, p. 3.
Request 04 seeks“[a]ll applications, and all documents submitted with the applications, for the rights to .WEB.” Id.
Request 06 seeks “[a]ll documents concerning any investigation or discussion related to: (a) the .WEB contention
set, [and] (b) NDC’s application for the .WEB gTLD, (c) Verisign’s agreement with NDC to assign the rights to
.WEB to Verisign, and (d) Verisign’s involvement in the .WEB contention set, including all communications with
NDC or Verisign.” Id., p. 4.
Request 09 seeks “[a]ll documents relating to the Department of Justice, Antitrust Division’s (‘DOJ’) investigation
into Verisign becoming the registry operator for .WEB (‘DOJ Investigation’), including: (a) document productions
to the DOJ; (b) communications with the DOJ; (c) submissions to DOJ, including letters, presentations, interrogatory
responses, or other submissions; … and (e) internal communications relating to the investigation, including all
discussions by ICANN Staff and the ICANN Board.” Id.
DIDP Response, pp. 5, 7-15.
See id. at pp. 8-9; Email to John Kane from Christine Willett (31 Mar. 2018).
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02.01 Request 01: Documents Responsive to the 16 September 2016 Letter
The DIDP Response, and ICANN’s subsequent actions, warrant an amendment to Request
01. The request seeks “[a]ll documents received from Ruby Glen, NDC, and Verisign in
response to ICANN’s 16 September 2016 request for additional information.”9 In its DIDP
Response, ICANN refused to disclose the documents received from Ruby Glen, LLC
(“Ruby Glen”), Nu Dot Co LLC (“NDC”), and Verisign, Inc. (“Verisign”) in response to
ICANN’s 16 September 2016 letter requesting information from the aforementioned
parties.10 ICANN asserted that the documents are subject to the DIDP’s Nondisclosure
Conditions.11
However, ICANN also committed itself to “continue to review potentially responsive
materials and consult with relevant third parties, as needed, to determine if additional
documentary information is appropriate for disclosure under the DIDP.”12 In accordance
with this commitment, on 31 March 2018, ICANN requested permission from Afilias to
disclose its response to the 16 September 2016 letter.13 ICANN’s request indicated that it
also asked Ruby Glen, NDC, and Verisign for permission to disclose their responses to the
16 September 2016 letter as well.14
Therefore, Afilias now requests the responses from Ruby Glen, NDC, and Verisign,
indicating whether they consent to the public disclosure of their responses to ICANN’s 16
September 2016 request for information. Afilias further reiterates its request for the prompt
disclosure of the documents received from Ruby Glen, NDC, and Verisign related to the
16 September 2016 letter.15

9
10
11
12
13

14
15

DIDP Request, p. 3.
Letter to John Kane from Christine Willett (16 Sep. 2016).
DIDP Response, p. 5.
Id.
Email to John Kane from Christine Willett (31 Mar. 2018). Afilias has given ICANN permission to disclose its own
response to the 16 September 2016 letter.
Id.
As stated below, Afilias reserves its rights to contest any decision regarding the disclosure of these documents
pursuant to the DIDP once it receives ICANN’s response to this letter.
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02.02 Request 04: Documents Related to the .WEB Applications
Given ICANN’s stated concerns regarding the disclosure of documents related to the .WEB
applications, Afilias is willing to further narrow Request 04, subject to its right to request
additional information at a later date. The initial request sought “[a]ll applications, and all
documents submitted with the applications, for the rights to .WEB.”16 Afilias’ amended
Request 04 narrows the scope of the request, and seeks only NDC’s responses to Items 12
and 45 through 50 in its .WEB application, as well as any amendments, changes, revisions,
supplements, or correspondence concerning those Items.
02.03 Request 05: Documents on the Importance of .WEB to Competition
Afilias’ Request 05 seeks “[a]ll documents discussing the importance of .WEB to bringing
competition to the provision of registry services.”17 Despite this straightforward language,
ICANN asserts that Request 05 is “unclear,” “overbroad,” and “vague.” 18 To assist
ICANN, the request seeks any documents, analyses, or studies that contain information
regarding potential competition, substitution, and interchangeability between or among
.WEB and .COM, .NET, or other gTLDs.
02.04 Request 06(a-b): Documents Related to the .WEB Investigation
Afilias is willing to narrow Request 6(a-b), subject to Afilias’ right to request additional
information at a later date.19 The initial request sought “[a]ll documents concerning any
investigation or discussion related to: (a) the .WEB contention set, [and] (b) NDC’s
application for the .WEB gTLD.”20 The amended Request 6(a-b) now seeks the following
documents:
1. all documents reflecting NDC’s board structure and any changes thereto
since NDC submitted its .WEB application on 13 June 2012;21

16
17
18
19
20
21

DIDP Request, p. 3.
Id., p. 4.
DIDP Response, p. 8.
ICANN determined that “these requests are exceedingly overbroad and vague.” Id.
DIDP Request, p. 4. ICANN determined that “these requests are exceedingly overbroad and vague.” Id.
See “New gTLD Application Submitted to ICANN by: NU DOT CO LLC,” ICANN (13 June 2012),
https://gtldresult.icann.org/applicationstatus/applicationdetails:downloadapplication/1053?t:ac=1053.
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2. all documents concerning any investigation or discussion related to
NDC’s board structure and any changes thereto since NDC submitted
its .WEB application on 13 June 2012;
3. documents sufficient to show the date on which ICANN first learned
that Verisign was going to or had in fact funded NDC’s bids for the
.WEB gTLD at the 28-28 July 2016 auction; and
4. documents sufficient to show the date on which ICANN first learned
that NDC did not intend to operate the .WEB registry itself, but rather
intended to assign the rights it acquired related to .WEB to a third party.
02.05 Request 09(a): Documents related to the Department of Justice Investigation
Moreover, in its DIDP Response, ICANN stated that several documents responsive to
Request 09(a)22 were “in the Requestor’s possession, custody, or control.”23 In order to
further ease any burden on ICANN in responding to Afilias’ document requests, Afilias
amends Request 09(a) to exclude those documents that ICANN has reasonably identified
as already being in Afilias’ possession.
Afilias further reserves all of its rights and remedies in all available fora whether within or
outside of the United States of America.
Sincerely,

Arif Hyder Ali
Partner

22

23

Request 09(a) includes “[a]ll documents relating to the Department of Justice, Antitrust’s Division’s (‘DOJ’)
investigation into Verisign becoming the registry operator for .WEB (‘DOJ Investigation’), including: (a) document
productions to the DOJ.” DIDP Response, p. 11.
Id., pp. 11-12.
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C-80
555 SOUTH FLOWER STREET • FIFTIETH FLOOR • LOS ANGELES, CALIFORNIA 90071.2300
TELEPHONE: +1.213.489.3939 • FACSIMILE: +1.213.243.2539

Contact n ormation Redacted

April 28, 2018
VIA EMAIL
Arif Hyder Ali, Esq.
Dechert LLP
1900 K. Street NW
Washington, DC. 20006
Re:

.WEB

Dear Arif:
.WEB.

On behalf of ICANN, I am responding to your letter dated April 16, 2018 regarding

I am going to ignore most of the rhetoric in your letter because it is so self-serving and
beyond the point. Many of your letters to ICANN have made sensational accusations, but just
writing the words do not make them true, and ICANN vehemently disputes your
characterizations. Indeed, in this particular matter, ICANN has been quite transparent, including
in papers publicly filed in the federal district court action that Ruby Glen initiated.
As to your specific requests, your letter asks for: (i) an update on the status of the .WEB
contention set; (ii) an update on the status of ICANN’s investigation; and (iii) sixty days’ prior
notification if ICANN proceeds toward delegation of .WEB to NDC.
As to the status of the .WEB contention set, first you state that you understand the .WEB
contention set to be “on hold.” Then, you ask for various additional rights to which you are not
entitled, just in case the contention set is not “on hold.” To be clear, and as you already well
know, the .WEB contention set is on hold. When the contention set is updated, your client –
along with all other members of the contention set – will be notified promptly, as ICANN has
always done when there is a status change with contention sets.
As to an update on the status of ICANN’s investigation, in your letter of February 23,
2018, you asked for various information, and ICANN accepted the letter as a request for
documentary information under the ICANN Documentary Information Disclosure Policy (DIDP)
and furnished information to you. (See https://www.icann.org/en/system/files/files/didp20180223-1-ali-response-24mar18-en.pdf.) In that regard, ICANN notified you that there are
applicable conditions for non-disclosure for some of the information that you have requested,
and that we would inquire of the third parties whether they wished to permit disclosure. (See id.)
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Arif Hyder Ali, Esq.
April 28, 2018
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ICANN has now received responses from the third parties and will provide an update on this
matter through the DIDP Process.
As to your request for 60 days prior notice of a change to the “on hold” status of the
.WEB contention set, ICANN will continue to follow its processes. Providing Afilias with a
special notice that is not available to others similarly situated would constitute preferential
treatment and would contradict Article 2, Section 2.3 of the ICANN Bylaws. ICANN will not
violate its Bylaws by providing such a notice period merely because you would prefer to have a
notice that I suspect you would challenge if your client were one of the other .WEB applicants.
Very truly yours,
/s/
Jeffrey A. LeVee
cc:

John Jeffrey, Esq.
Amy Stathos, Esq.
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Good day everyone. Welcome to VeriSign's Fourth Quarter and Full Year 2018 Earnings
Call. Today's conference is being recorded and unauthorized recording of this call is not
permitted.
At this time, I would like to turn the conference over to Mr. David Atchley, Vice President of
Investor Relations and Corporate Treasurer. Please go ahead sir.
David Atchley
Thank you, operator, and good afternoon, everyone. Welcome to VeriSign's fourth quarter
and full year 2018 earnings call. With me are Jim Bidzos, Executive Chairman, President
and CEO; Todd Strubbe, Executive Vice President and COO; and George Kilguss,
Executive Vice President and CFO.
This call and our presentation are being webcast from our Investor Relations website,
which is available under About VeriSign on verisign.com. There you will also find our
fourth quarter and full year 2018 earnings release. At the end of this call, the presentation
will be available on that site. And within a few hours, the replay of the call will be posted.
Financial results in our earnings release are unaudited and our remarks include forward
looking statements that are subject to the risks and uncertainties that we discuss in detail
in our documents filed with the SEC, specifically the most recent reports on Forms 10-K
and 10-Q, which identify risk factors that could cause actual results to differ materially from
those contained in the forward-looking statements. VeriSign retains its longstanding policy
not to comment on financial performance or guidance during the quarter unless it is done
through a public disclosure.
The financial results in today's call and the matters we will be discussing today include
GAAP and non-GAAP measures used by VeriSign. GAAP to non-GAAP reconciliation
information is appended to our earnings release and slide presentation as applicable,
each of which can be found in the Investor Relations section of our website. In a moment,
Jim and George will provide some prepared remarks, and afterwards we will open the call
for your questions.
With that, I would like to turn the call over to Jim.
Jim Bidzos
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Thanks, David, and good afternoon, everyone. I am pleased to report another solid year
for VeriSign. Fourth quarter and full year 2018 results were in line with our objectives of
offering security and stability to our customers, while generating profitable growth and
providing long-term value to our shareholders. 2018 was marked by strong financial
performance during, which we generated revenues of $1,215 million, $661 million in free
cash flow and 2018 full year non-GAAP operating margin of 67.5%.
2018 was a strong year for the .com and .net domain name base as the company
processed 38.2 million registrations and finished the year with 153 million names. During
the year, we marked more than 21 years of uninterrupted availability of the VeriSign DNS
for .com and .net.
As we announced on November 1, last year VeriSign and the Department of Commerce
entered into Amendment 35 to the Cooperative Agreement. The amendment among other
things permits VeriSign without further approval of the DOC to engage with ICANN to
change the .com Registry Agreement to increase wholesale prices for .com domain name
registrations and renewals by up to 7% in each of the last four years of each six-year
period.
Amendment 35 also clarifies that the vertical integration restrictions in the .com Registry
Agreement on VeriSign's ability to own an !CANN-accredited registrar apply only as to the
.com TLD and not to other services offered by VeriSign. Additionally, Amendment 35 also
removes certain unnecessary and burdensome regulations, so that any future renewal of
the .com Registry Agreement can occur without DOC approval unless VeriSign were to
seek changes to certain key provisions such as further changes to pricing.
Any change to the Cooperative Agreement can only be made by mutual agreement of
VeriSign and the DOC except that the DOC can terminate the Cooperative Agreement at
any time with 120 days' notice prior to the expiration of the term.
As another update, the company completed the sale of the Verisign Security Services
customer contracts on December 5, 2018. These contracts are related primarily to our
DDoS and Managed DNS customers.
As discussed last quarter, the sale of these non-core customer contracts will enable us to
focus solely on supporting our core mission ensuring the security, stability and resiliency of
our core infrastructure. Of course, the sale of these customer contracts will be a slight
.
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arag on revenue m Lu·1 �. DUI our conunuea organic revenue growm rrom our core aomam
name business is expected to offset this decrease.
At the end of December, the domain name base in .com and .net totaled 153 million
consisting of 139 million names for .com and 14 million names for .net with a year-over
year growth rate of 4.5%. During the fourth quarter, we processed 9.5 million new
registrations and the domain name base increased by 1.29 million names.
Although, the renewal rates are not fully measurable until 45 days after the end of the
quarter, we believe that the renewal rate for the fourth quarter of 2018 will be 74.2%. This
preliminary rate compares to 72.2% achieved in the fourth quarter of 2017.
Looking forward to 2019, we expect the domain name base growth rate to be between
2.25% and 4.25% for full year 2019. During the fourth quarter, we continued our share
repurchase program by repurchasing 1.2 million shares of common stock for $175 million.
During the full year 2018, we repurchased 4.4 million shares for $600 million.
Effective today, the Board of Directors increased the amount of VeriSign common stock
authorized for share repurchase by approximately $603 million to a total of 1 billion
authorized and available under the share repurchase program, which has no expiration.
Our financial position remains strong with $1.27 billion in cash, cash equivalents and
marketable securities at the end of the quarter. We continually evaluate the overall cash
and investing needs of the business and consider the best uses for our cash including
potential share repurchases.
And now, I'd like to turn the call over to George.
George Kilguss
Thanks, Jim, and good afternoon everyone. For the year ended December 31, 2018, the
company generated revenue of $1.215 billion, up 4.3% from 2017 and delivered GAAP
operating income of $767 million, up 8.4% from $708 million in 2017. Revenue for the
fourth quarter of 2018 totaled $307 million, up 4% year-over-year and up by 5.5%
sequentially.
As it relates to fourth quarter GAAP results, operating income totaled $194 million
compared with $176 million in the fourth quarter of 2017. The operating margin in the
quarter came to 63.1% compared to 59.7% in the same quarter a year ago.
Net income totaled $182 million compared to $103 million a year earlier, which produced
dilutive earninas oer share of $1.50 in the fourth auarter this vear comoared to $0.83 for
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the same quarter last year.
In the quarter, we recorded a $54.8 million pre-tax gain related to the sale of Verisign
Security Services customer contracts. This gain increased GAAP net income by $52
million and GAAP earnings per share by $0.43.
As of December 31, 2018, the company maintained total assets of $1.9 billion and total
liabilities of $3.3 billion. Assets included $1.3 billion of cash, cash equivalents and
marketable securities of $504 million were held domestically with the remainder held
abroad.
I'll now review some additional fourth quarter financial metrics, which include non-GAAP
operating margin non-GAAP earnings per share, operating cash flow and free cash flow. I
will then provide our 2019 full year guidance.
As it relates to non-GAAP metrics, fourth quarter operating expense, which excludes $11
million of stock-based compensation, totaled $102 million compared to $96 million last
quarter and $106 million in the fourth quarter a year ago.
Non-GAAP operating margin for the fourth quarter was 66.7% compared to 68. 7% last
quarter and 64.1% in the same quarter of 2017. During the fourth quarter, our sales and
marketing expense increased sequentially as we had additional spend on programs in the
market.
Non-GAAP net income for the fourth quarter was $191 million resulting in non-GAAP
diluted earnings per share of $1.58 based on a weighted average diluted share count of
121.3 million shares. This compares to $1.23 last quarter and $0.96 in the fourth quarter
of 2017.
The gain related to the sale of our Security Services customer contracts increased non
GAAP net income by $42.8 million and non-GAAP earnings per share by $0.36 during the
fourth quarter. Operating cash flow for the fourth quarter was $219 million and free cash
flow was $211 million, compared with $199 million and $190 million respectively for the
fourth quarter last year.
Now I'd like to provide our full year 2019 guidance. Revenue is expected to be in the
range of $1.215 billion to $1.235 billion. Our 2019 revenue range is based on our
expectation for continued growth of our domain name base for the full year 2019 of
between 2.25% and 4.25%, being partially offset by the loss of our revenue associated
with the sale of our Security Service customer contracts.
https://seekingalpha.com/article/4239256-verisign-inc-vrsn-ceo-jim-bidzos-q4-2018-results-eamings-call-transcript?part=single
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Non-GAAP operating margin is expected to be between 67 .5% to 68.5% and will continue
to include certain non-material operating costs associated with providing transition
services for Security Service customers. Our interest expense and non-operating income
net is expected to be an expense of between $42 million and $49 million and consist
primarily of net interest expense, partially offset by payments collected as part of the
aforementioned Transition Services Agreement.
Capital expenditures in 2019 are expected to be between $45 million and $55 million. And
finally, cash taxes are expected to be between $95 million and $115 million. In summary,
the company continued to demonstrate solid financial performance in 2018 during the
fourth quarter and for the full year.
Now I'll turn the call back to Jim for his closing remarks.
Jim Bidzos
Thank you, George. 2018 was another solid year for VeriSign. There was further
expansion of the domain name base and revenues. We generated and efficiently returned
value to shareholders. We entered into Amendment 35 to the Cooperative Agreement,
allowing VeriSign to engage with ICANN to amend the COM Agreement to increase the
price for com domain name registrations and renewals without further approval from the
Department of Commerce.
We concluded the sale of our Security Services customer contracts, further increasing our
focus and efforts to protect, grow and manage this unique business. The success in our
core business benefits our customers employees and shareholders.
We'll now take your questions. Operator, we're ready for the first question.
Question-and-Answer Session
Operator
Thank you, sir. [Operator Instructions] And first we'll hear from Sterling Auty with
JPMorgan.
Sterling Auty
Yes, thanks. Hi guys. So, ICANN 35 certainly is beneficial for you guys. But given all the
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Jim Bidzos

Sure Sterling. I think most are aware that the main points I just mentioned in Amendment
35 are that we're allowed to increase prices for .com. We have more flexibility on vertical
integration for services that are not .com services and there is reduced regulatory burden
for both VeriSign and the government.
I think your question is in practice what will be different for us VeriSign. So, I'll contrast a
process before and after Amendment 35. But let me just -- let me start with what will not
change. Every six years, we engage with ICANN on a .com Registry Agreement renewal
for which there's a presumptive Right of Renewal. That is not changed and the next
renewal of the .com Registry Agreement with ICANN will occur in November of 2024.
Some parts of the agreement may be changed in that process through negotiation.
However, I'd note that ICANN has not historically negotiated pricing with us deferring to
DOC on pricing in prior renewals.
That process -- that ICANN process is unchanged. Prior -- to pick up there, prior to
Amendment 35, the process that followed that renewal with ICANN was that we would
present the .com Registry Agreement as negotiated by us, VeriSign and ICANN to the
DOC. DOC would then review it based on a two-pronged test of one, our performance on
security and stability and two, a review of whether we were "providing registry services on
reasonable prices terms and conditions."
And a standard applied for these tests was called the public interest standard and then
DOC's consent to the COM Registry Agreement renewal following this review was
required. So, they have to consent to what we had done with ICANN.
Amendment 35 founded in the public interest to allow the following; first one for us to raise
.com registration and renewal prices 7% in the back four years of each six-year period;
two, that the restriction on vertical integration was only intended to apply to .com; three,
that the review process is now streamlined such that any NTIA review any DOC review
and consent is no longer required provided that the COM Registry Agreement has not
changed pricing from what's now allowed, specifically, the 7% noted -- I noted a minute
ago. Also that the performance specs or SLAs in the COM Registry Agreement that we
have to perform to have not been changed and also that we've not changed the vertical
integration restriction on COM and that we have not changed the renewal or termination
terms of the COM Registry Agreement; and five, that there's been no changes to the
WHOIS services.
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Given all of those then consent from the NTIA or DOC to the renewal of the COM Registry
Agreement is not required if these terms are not changed. So, further in such a case and
absent any VeriSign and DOC mutually agreed changes, the Cooperative Agreement will
automatically renew, again, without reviewing consent as is for another six-year term.
So, one could see the Cooperative Agreement will automatically renew again without
reviewing consent as is for another 6-year term. So one could see the Cooperative
Agreement now as evergreen without further review, given the terms stay the same. NTIA
has also a right to terminate the Cooperative Agreement on 120 days' notice before the
end of the term.
So there is one other change which is that VeriSign agrees to quote, continue to operate
the .com registry in a content-neutral manner, which of course we've always done. So
that's basically Amendment 35 and what will be different for us although of course parts of
the Cooperative Agreement including earlier amendments that had to be modified or
deleted to make Amendment 35 work were also changed. But essentially that's it. Long
answer sorry about that but...
Sterling Auty
That's okay. But two -- I know these calls are relatively short typically so I'm going to take
the opportunity to ask a couple of questions to follow up on it. The first one is, so the
Cooperative Agreement has changed, but I haven't seen any news. Do you have to go
back and actually refresh or change the .com Registry Agreement to now incorporate the
same pricing parameters that's there in Item 35? Or is that kind of already de facto
happened because of what you did with Item 35?
Jim Bidzos
Well historically and in this case as well there is a process for that. There's a process for
moving changes from the DOC to the Cooperative Agreement into the .com Registry
Agreement. ICANN has historically as I mentioned deferred to the U.S. government on
matters relating to com pricing.
But ICANN and VeriSign have an agreement to cooperate and negotiate -- there's a
written agreement to operate -- cooperate and negotiate in good faith to amend the com
registry as may be necessary for consistency with changes to the Cooperative Agreement.
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So we have begun that process with ICANN to amend the agreement to make these
changes including pricing. And I don't think I can comment further to process. We've been
through it a few times. It may take a number of months to work through it, but we'll update
you as appropriate.
Sterling Auty
All right, great. And then on the vertical integration, the way that I read that if we look back
through the history of Network Solutions to VeriSign to where you are today once upon a
time you were both registry and registrar. This appears to open up the ability for you to be
a registrar as long as it's not for .com. Is this indicating that you would be interested in
entering and becoming a registrar again, perhaps for the .web?
Jim Bidzos
Well first of all it was -- as I mentioned earlier this is a clarification that, that restriction only
applies to .com. So .web or any other services that we offer technically are no longer
covered with this modification.
How that language would apply to our business, how we would use it, how it stands
today? I think is it's too early to say how that flexibility might be applied, if it's applied. But
that clarification is now made and the vertical integration restriction only applies to .com.
And you're right, we did have both when we acquired Network Solutions in June of 2000.
And then I think it was in 2003 or early 2004 we sold off the registrar. But I think at that
time the agreement read that VeriSign couldn't be vertically integrated. And I think at that
time VeriSign and .com were entirely synonymous, so this clarifies that and it applies -- the
restriction only applies to .com, and as I said, too early to say how or if we'll use that
flexibility.
Sterling Auty
All right, great. Let me turn it over. And I will hop back in queue. Thank you.
Jim Bidzos
I am sorry.
Sterling Auty
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I was saying, thank you I will turn the call over to next question.
Operator
And it looks like our last question will come from Rob Oliver with Baird.
Matt Lemenager
Thanks. It's Matt Lemenager on for Rob tonight. Guys, is there any update on .web kind of
what are the remaining steps there? I know that's a process. Could you kind of help us
understand what the remaining steps would be there? And then secondly on .web, what
type of factors are you using to evaluate potential pricing there and what that might look
like? Because I think we understand, it can be unlimited or I guess unrestricted and you
can charge premium pricing like you've talked about in the past. So are there any
examples of what you're using to evaluate what that premium pricing might look like?
Jim Bidzos
Thanks for the questions. So, first of all, the update that I can offer since we last spoke on
the process towards delegation of .web is that one of the losing bidders in the .web
auction a company named Afilias who is one of our competitors has filed an arbitration
against ICANN trying to continue to delay the process. We are not parties to that
arbitration yet, but we are actively seeking to join and participate in it. About your question,
about pricing and what we might do two parts to that answer.
Number one is, yes .web is not a regulated TLD like .com is or even like .net is. It's a TLD
that would be operating under the new form the new so-called New gTLD Registry
Agreement. And those agreements do not limit pricing similar to our IDNs, which are also
signed up to the same form of agreement. They only require 6-month notice for any price
change, but they provide complete pricing flexibility. As to what we would do, how we
would do premium pricing, how we would price .web, how we're thinking about it, I think
it's very premature at this stage really to say anything.
And it just occurs to me too that back to Sterling's second question, he asked about, how
we would use vertical integration, just to be complete. That ICANN process of
incorporating all the Amendment 35 changes into the .com Registry Agreement pricing et
cetera also applies to these other changes the clarification of what vertical integration
restriction actually exists et cetera, so all that is subject to completing this process with
ICANN that I described earlier.
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And I apologize I'd like to tell you more about .web, but it's just premature to talk about
what we would do or how we're thinking about that at this point. But your assumptions
about the flexibility that .web would offer based on the agreement, it would operate under
are correct. It would not be restricted and we'd have flexibility to price premiums or
whichever way we chose.
Matt Lemenager
Okay. That's helpful color. And then on the -- the next one's kind of high level. But so the
domain name base for growth for 2019 the 2.25% to 4.25%, what could you tell us about
what geographies are North America or international? Not looking for specific numbers or
anything, but what kind of pockets of strength are you expecting there? Or which parts
might be more of a headwind? Anything just directionally, no specific numbers, but what
markets kind of look like they might be driving that?
George Kilguss
Well what I can tell you Matt is that in 2018 as we've been talking about all year, we've
seen good growth from registrars in both the U.S. registrars, in both registrars located
over in the China market. So those at least in 2018 have been good markets for us for
growth. As you talk about 2019, obviously we're a global business. We factor a lot of
things going on into our range. But we still expect as you -- as we talked about the domain
name base to grow between 2.25% up to 4.25%. So just exactly where that growth is, I
mean we're not giving a specific guidance there but we do see that there's been a good
growth this year and we're looking for growth in the range that we outlined in our
guidance.
Matt Lemenager
Okay. Sounds good. Thanks guys. I'll turn it back over to Sterling
Operator
And it looks like we will be taking our final questions a follow-up from Sterling with
JPMorgan.
Sterling Auty
Thanks. We could just do this as an open forum and go back and forth. Just a couple
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more. I wanted to ask, I get a number of questions actually on the cash taxes and the
cash tax rate. So if I just do the simplistic and look at the cash taxes here for 2019, how
should we think about -- actually maybe I'll just leave it to you, how should we think about
the cash tax rate both in 2019 and going forward? Is this structural and it can maintain this
rate? Or should it elevate to some other level? And what would be the driving factors to
that?
George Kilguss
Yeah, thanks for that Sterling. So as you know in 2018, cash taxes were about $85 million
and that translates to about 12% effective cash tax rate and that's compared to our GAAP
taxes of about $147 million, which if you do that math that translated into an effective tax
rate of about in the low-20% range.
So for 2019 as you know we've guided cash taxes to be between $95 million to $115
million. And if you do that math that still would be below our GAAP effective tax rate. And
that's the result because we're still using up some foreign tax credits and state NOLs. And
while we don't provide a long-term cash tax rate, we do expect our cash tax effective rate
to accrete closer up to our GAAP effective rate over the next few years as we fully utilize
those remaining attributes.
Sterling Auty
Excellent. And then the last one for me. You increased the share repurchase. I missed
what you said. How much was left at the end of the quarter for repurchase before you
went to the -- to $1 billion? And what was the thought in terms of the timing of now to
expand? Because a lot of people wonder if you would lever up again and maybe get even
more aggressive on the repurchase front?
George Kilguss
So, before we went back for authorization, we were just under $400 million remaining
under that program before we went to the board and had it reauthorized up to $1 billion.
Sterling Auty
All right. Great. And then just that last part of it. Maybe an update on what your thought is
around optimal capital structure the potential to maybe add debt and be a little bit more
aggressive this year within that buyback.
George Kilguss
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Yeah. As you know, Sterling we constantly review the needs of the business and we try to
make our decisions that are in the best interest of the company. And as we've talked about
many times that's a pretty active process we go through each quarter. Jim and I sit down
and look at the specific needs. We don't have a specific leverage target that we manage
to. We try to use our protect grow and manage framework to make sure that we're
maintaining the optimal level of liquidity.
At present, we're looking ahead to what investment opportunities we need to make the
business grow and then we're thinking about what the appropriate return of capital is to
shareholders. And so, I don't really have anything to report at this time. We continue to
look at the marketplace and then what the needs of the business are and we'll continue to
do that in a very active fashion.
Jim Bidzos
Yes and Sterling, Jim here. I would just add too that Amendment 35 was a significant
event for us and in 2018 and it does afford us additional flexibility in a number of different
areas, and I think we've certainly talked about that enough. But just fully understanding it,
and factoring it into our strategic thinking. I think is just something that we do need to
consider. And so that's a process that's underway too. So, as George said there's just
really nothing specific to say about at this point.
Sterling Auty
All right. Sounds good. Thank you, guys.
Jim Bidzos
Thanks.
Operator
And ladies and gentlemen, with no further questions. I'd like to turn the call back over to
David Atchley for any final remarks.
David Atchley
Thank you, operator. Please call the Investor Relations department with any follow-up
questions from this call. Thank you for your participation. This concludes our call. Have a
nnnrl t'''U1t""t.ninn
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Operator
And once again, ladies and gentlemen, that concludes our call for today. Thank you for
joining us. You may now disconnect.

JOIN THE CONVERSATION
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