NCUC COMMENTS ON THE IRT RECOMMENDATION FOR AN IP CLEARINGHOUSE, A GLOBALLY PROTECTED MARKS LIST, AND OTHER TOP AND SECOND-LEVEL RIGHTS PROTECTION MECHANISMS
These are the comments of the Non-Commercial User Constituency (NCUC) on the IRT recommendation about the implementation and procedures of ICANN’s new gTLD program. The comments focus in two main issues: procedural aspects of the Implementations Team and the substantive issues of the report itself.

The Role of ICANN

ICANN should reject this proposal automatically. Although it is accepted that there will be instances where ICANN will get involved in policy that affects the technical aspects of the DNS, the IRT recommendation goes far beyond a simple policy initiative. It constitutes a regulatory move aiming at the expansion of trademark law and at the creation of non-existent rights. ICANN has already stated that “it has no statutory or regulatory authority of any kind” [Letter from ICANN to Rep. Tom Bliley, Chairman, United States House Committee on Commerce, July 8, 1999 – available at http://www.icann.org/correspondence/bliley-response-08jul99.htm]

A. Procedural Aspects

1. Formation of the Implementation Recommendation Team (IRT).

The formation of the Implementation Recommendation Team has been performed in a non-inclusive and non-representative manner. The first official document informing about the formation of the IRT was in the form of an email, which was sent to the GNSO by the Intellectual Property Constituency (IPC) [March 11, 2009]. This provided a mere 36 hours for expressions of interests. The second official document is the ICANN Newsletter, which stated the intention to create the IRT, but provided no guidance as to the application process, any deadlines or the criteria for selection [March 7, 2009]. The third and final document relates to an ICANN press release under the topic of “Trademark Issues to be Addressed Ahead of Internet Address Expansion” [March 6, 2009]. This whole process is problematic and it definitely raises some concerns. 

· From the outset is appears as if the IRT was already composed before it was even announced; thus the speediness of the process. 

· The way through which ICANN disseminated any information about the formation of the IRT is troublesome. ICANN could have used additional informational means, such as Twitter, which in any case it already does when disseminating other information.

· The IPC needs to provide as much information as possible on the set of criteria that were considered and were essential for participation in the IRT team. 

2. Issues of Representation 

· The IRT structure is not representative of and does not take into account the divergent interests; it fails to include stakeholders that will be equally affected by the addition of new gTLDs. Individual registrants and domain name entrepreneurs were noticeable absentees from the membership list; this is not only undemocratic and illegitimate, but it also provides a valuable insight as to the content of the recommendation and its partisan and biased character (the substantive issues of the report – analyzed below – do really confirm the biased nature of the IRT recommendations).

· Noticeable absentees also included Free Speech coalitions and organizations that are affected by this eminent expansion. Why were there not representatives of the EU Data Commission to provide input for the recommendations on WHOIS, for instance?

3. Transparency

· Contrary to common ICANN practices at the level of the GNSO and its various working groups where mp3 recordings and minuted transcripts are provided, the IRT has provided no evidence for its proceedings. There have been some general comments, but no substantial information about the IRT’s proceedings have been made available. This ‘Masonic’ approach is worrying and puts a big question mark to the way substantive issues have been approached.

4. Travel and Expenditure

· ICANN should provide information to the cost related for the activities that resulted the IRT recommendation
. 

B. Substantive Issues 

1. Introduction & Overview

“The IRT recommendation should not usurp or replace the existence of legal institutions and systems that are intended to establish the scope of legal rights (e.g., existing laws and national courts). In this regard, the IRT also took into account the fact that the UDRP already provides the basis and practice for resolving cyber-squatting disputes arising from the bad faith registration and use of domain names as well as the IRT’s proposed URS, which should be mandatory and will provide additional protections for clear cut cases of cybersquatting.” [page 12]

NCUC believes that the recommendation should add: “institutions and systems as well as international conventions and agreements…(existing laws and national courts or the Paris Convention and the Madrid System).

2. IP Clearinghouse

General Comments

NCUC is opposing the creation of an IP Clearinghouse on various grounds. 
· The initial concern is that it personifies and assigns ICANN with similar functions as those of an international Trademark Office. Questions should be raised as to the entry criteria and what ICANN’s authority will be in respect of making entries, deletions and generally legal determinations about existing trademark rights. 
· On another level, NCUC cannot see how the IP Clearinghouse will manage to have up-do-date information and data on valid trademarks. The system cannot be imposed upon the trademark community and it is really up to every individual trademark owner whether s/he wishes to be listed with the IP Clearinghouse. To be effective and produce valid results, the IP clearinghouse needs to ensure that all valid trademarks around the world will be listed in its database – a task that is simply impossible. The effect of this, will be an uneven system of partial trademark registrations.
· Despite its non-mandatory character, the way the IRT envisions the IP Clearinghouse makes entry in its databases an essential requisite. If the IP Clearinghouse will be used as the centre of trademark and gTLD comparison, those who choose to opt-out of the system are in danger of having their traditional trademark rights violated by virtue of not registration with the IP Clearinghouse. This is unfair and demonstrates the willingness of the IRT recommendation to create a body that will be managed by ICANN and will only favour those trademark owners who opt-for this system.

Detailed Comments/Suggestions

· “The IP Clearinghouse must be capable of holding data relating to the legal rights of trademark owners, including both registered rights and unregistered rights.” 

The recommendation offers no real justification for the creation of an IP Clearinghouse – such data can only be held and handled by national Trademark offices, which are the only legitimate bodies to occupy such information. 

· ‘The data should be submitted by trademark owners directly, or through a registry or registrar, to the IP Clearinghouse together with a reasonable fee. The IP Clearinghouse will validate this data initially and every year thereafter to ensure accuracy. Validated data can then be pushed by the IP Clearinghouse to new gTLD registry operators, or pulled by these registries to support pre-launch RPMs such as Sunrise schemes as well as the Globally Protected Marks List and the Pre-Launch IP Claims Service.” 

NCUC would like to raise the following questions: what sort of data should be submitted? What kind of internal and external checks – if any – would be provided for the IP Clearinghouse? NCUC feels that the fee trademark owners would be required to pay for entry in the IP Clearinghouse is unreasonable and imposes extra financial burden on trademark owners; trademark owners have met the registrability criteria and paid the appropriate fee during their original trademark registration in one or more Trademark Offices. 
3. Globally Protected Marks
General Comments

· What the IPR recommendation considers as “Globally Protected Marks” contradicts international trademark law. Traditionally there is no such list and the trademarks that can be considered as “globally protected” – although the term is highly controversial – are only the ones that over the years have acquired fame and consumers are able to identify their products and services in different parts of the world.

· The IRT should also answer the following question: by ‘globally protected’ do they mean famous and/or well-known? If this is the case, then apart from how geographically dispensed the mark is, there other criteria, equally important.
The criteria for a trademark to be famous and thus deserving global protection are much stricter and higher. For example, under the Federal Trademark Dilution Act 1995, a mark is considered famous depending on:

a. How distinct the mark is;

b. How long and to what extent the mark has been used with the connected goods and services;

c. How much advertising and publicity there has been for the mark;

d. How widespread, geographically the mark has been used;

e. What channels of trade are used for the mark’s associated goods and services;

f. How well-organized the mark is in the channels of trade used by the owner and the channels of trade used by the potential diluting mark;

g. How many similar marks are used by third parties and the extent of such use.

On top of this set of requirements, lies judicial reasoning, which retains the ultimate authority to interpret dilution, thus recognizing fame in a mark. Courts seem to be very careful, when deciding on whether a mark has suffered a diluting effect by a similar mark.

Canadian Supreme Court 

Mattel, Inc. v 3894207 Canada, Inc. 2006 SCC 22
Veuve Cliquot Ponsardin v. Boutiques Cliquot Ltee, 2006 SCC 23

In both cases, the court decided against an over-protection of famous marks. It declared that whether or not marks are confusing depends on facts. The fact that the mark may be “famous” does not in and of itself provide absolute (or different form of) protection over other marks.

US SUPREME COURT

EY V. V SECRET CATALOGUE, INC. (01-1015) 537 U.S. 418 (2003) 259 F.3d 464

Here the court ruled that the FTDA requires proof of actual dilution but not proof of actual lost sales or profits. Basically, the court addressed the issue of actual vs. potential dilution and decided that actual is required.
These cases basically demonstrate that determination of whether a mark is so famous and well-known as to deserve uber-protection, are not based on normative criteria, rather depend on a variety of factors, which is certainly not limited to issues of geographic disparity. 
· “The GPML applicant should not be required to apply for a gTLD corresponding to its applied-for GPM as a condition of inclusion on the GPML. The IRT has considered this issue and decided against it. Because of the multiple factors associated with applying for a new gTLD (not the least of which is the $185,000 application filing fee), the IRT does not believe that such a requirement would be fair” 

This is totally incompatible with the rationale of the new gTLD program. If not to apply for a new gTLD, why would the trademark owner apply for entry in the GPML? This wording implies the wish to create a quasi- international trademark office that will make determinations concerning the international strength of a mark. Such an office does not exist in the international legal framework. Further, this suggest the will to re-define the already established criteria concerning fame and bypass both the Paris Convention and the Madrid Protocol. 

· “Consistent with its general recommendation regarding use of the algorithm, the IRT recommends that the confusing similarity analysis of applied-for gTLD strings against GPMs include the aural and commercial impression (meaning) of the applied-for string in addition to the visual similarity.”
Trademark law’s fundamental principle on the confusingly similarity test is consumer confusion based on the associated goodwill of the product or service. The IPR test is too simple and vulnerable; a single trademark owner will be granted exclusive use of words and acronyms, contrary to the rationale basis of trademark law.

Second Level Rights Protection Mechanisms

· NCUC feels that this section of the recommendation goes beyond the new gTLD program and seeks to create a blanket rule of domain names belonging to trademark owners. 
· These recommendations demonstrate the wish of the trademark community to be granted exclusive use of the Domain Name System (DNS), with subjective and questionable checks and balances. 
· Traditional trademark law is based upon a tier system of geography and classes, which allows multiple trademarks to co-exist in harmony. This section of the recommendation seeks to breach this harmony and allow certain trademarks to prevail over others and, overall, trademarks to dominate the DNS.

Initial Blocking for GPMs

· “The IRT believes that the criteria in Paragraph 4(c) of the UDRP should be used.”
Paragraph 4c of the UDRP can be characterized as contentious; it can be argued that paragraph 4(c)(iii) of the UDRP, which states “you are making a legitimate noncommercial or fair use of the domain name, without intent for commercial gain to misleadingly divert consumers or to tarnish the trademark or service mark at issue’ imposes limitations on non-commercial use and may impede freedom of speech. The addition of the concept of tarnishment with its abstract and vague meaning creates restrictions on the kind of non-commercial use. (See for example the disputes concerning the negative connotation <.sucks> and their controversial approach by UDRP Panels).

4. Uniform Rapid Suspension System (URS)

Introduction

· The IRT recommendation suggests that “the URS is intended to supplement and not replace the UDRP”.

NCUC would like to raise the following questions: when was it decided that the UDRP is not sufficient enough to deal with cybersquatting and an additional mechanism is necessary to supplement it? Which parts of the UDRP are problematic and how the URS will address these deficiencies? Aside the IRT’s questionable economic justifications, what other criteria were used towards creating the URS? Is there any data confirming that the UDRP is not an efficient mechanism? Why not amend the UDRP?

The conclusions of the IRT in respect of the URS are not only questionable but they have also been subjected to soft and inconclusive data. Rise of cybersquatting does not indicate a need for a new system. The IRT recommendation remarks that there has been 7% rise on UDRP cases as suggested by WIPO. WIPO is one centre out of four accredited ones and, although, it shares the largest volume of disputes, still this data is inconclusive. 

· “The URS is designed to provide a faster means to stop the operation of an abusive site. The UDRP is designed to result in the transfer of the abusive domain name.”

The rationale basis of both systems is not different and neither is their suggested remedies. In principle and in practice, both systems serve the same end goal: the determination of the future of the domain name. Whether this means stopping its operation or transferring it, the fact remains that both systems address questions concerning the entitlement rights on domain names. 

· “Brand holders seeking to thwart infringement could utilize either or both proceedings”

This creates another layer of protection for trademark owners, who would be able to use any or both mechanisms to their advantage. One crucial question that the IRT should address is in cases of conflicting decisions, which one will prevail? Which system has control over the other and why?

· “…brand owners are forced to spend large amounts of money drafting and filing UDRP complaints”.

One of the virtues of the UDRP and one of its main justifications is that it is a cheap and fast system of resolving conflicts online. Whether trademark owners spent large amounts of money in drafting and filing UDRP complaints is unrelated to the financial burden the system imposes upon the parties. This is a choice trademark owners make and it is not a fault of the system. This part of the recommendation reads as if the IRT’s main justification is to save money to trademark owners. The real question is however: why should it matter how trademark owners choose to approach domain name disputes and how much money they are willing to spend? Why is this economic justification not used as a basis for legitimate registrants?

· “The URS is not intended for use in any questionable proceedings, but only clear cases of trademark abuse.”

What does the IRT mean by “clear cases of trademark abuse”? Abuse according to what criteria? If traditional then the criteria for infringement are different and stricter. The IRT needs to clarify this. At the same time, the same rationale was meant to apply at the level of the UDRP; however, ten years of experience provide different results. The expansion of the UDRP as a system of adjudication and its success has currently panels touching upon substantive issues of trademark law that fall outside the UDRP’s original mandate.
Overall, the rationale basis of the URS indicates a belief on behalf of the trademark community that the DNS is their exclusive territory and the URS serves as an additional mechanism against what the trademark community considers as trespassing.  

2. Purpose of URS

· “The purpose of the URS is to address a cybersquatting problem for brand owners that is already insidious and enormous in scale, and which will continue to spiral out of control with the introduction of an unlimited number of new gTLDs unless addressed.”

This is a big generalization and is not substantiated. Normally cybersquatters seek to make than lose money and the new gTLD program does not really support cybersquatting as an activity. The economic price to register a new gTLD is too high for a cybersquatter.

NCUC notes that according to the recommendation the same substantive standards apply between the URS and the UDRP. Why then create a brand new system?

3. Initiation of URS

The IRT suggests that the URS system should be enforced as a mandatory mechanism, similar to the way the UDRP is enforced. This adds another imposition upon the registration contracts and might work as a disincentive for various domain name registrants. Needless to say that the non-negotiable form of contracts of adhesion (as the one incorporating the URS will be) is a significant factor that the IRT should address more carefully (see European Union Directive on Unfair Contract Terms [Council Directive 93/13/EEC].

4. Notice

Although the IRT recommendation recognizes ‘notice’ as key to the legitimacy of the process, still for the notice to be effective and fair upon both parties it is has to be “ample”. NCUC suggests insertion of the word ‘ample’ to this section.

5. Answer

The IRT proposal suggests a Respondent should be given a 14 day window from the day of the initial email to respond. This deadline is too arbitrary and short. It is even shorter than the UDRP, which allows 20 days to the registrant to respond.

The insertion of an “answering fee” is similarly arbitrary and questionable. Contrary to the UDRP, where registrants are not financially burdened, the new URS system imposes a questionable financial burden upon registrants for answering. What are the economic and/or other justifications for this and why is this proposal different from the UDRP? What sort of needs will the fee cover?

6. Default

· “All cases of default proceed to examination”

This contradicts the due process requirement as well as the one on fair hearings. Although it is to be accepted that the reasons for default may be an indication of bad faith, still not all defaults should be interpreted as bad faith. Given also the very short deadlines the IRT recommendation poses for the registrants, it is to be anticipated that the number of defaults will be substantially high. The IRT suggestion would make more sense should the ‘notice’ of section 4 be deemed to be “ample”.

· “Default Answer”

This suggestion is not clear and seems pointless. Given that the decision will be reached irrespective of any answer and will be based “on the status and use of the disputed domain name at the time of the filling of the complaint”, why should a registrant make use of it and be financially burdened? 

7. Examination

· “The final evaluation of the case must be made by a qualified expert with experience as a panellist in UDRP proceedings”.
What exactly does UDRP experience entail? The UDRP is not a mechanism that can create enforceable normative standards upon other systems of adjudication. Given also the fact that the UDRP has never been subjected to a review process nor does it have in place any internal and/or external checking mechanisms to evaluate the conduct of its panels, NCUC feels that this recommendation should be deleted. Regardless of anything else, NCUC would like to turn IRT’s attention to the fact that with expertise often bias is inevitable.

· Footnote 36: “… the IRT believes that there are benefits to having a single provider”.
NCUC believes that the potential disadvantages of having a sole URS provider are more than the benefits. First, it can potentially lead to anti-competitive practices and put in jeopardy the whole rationale of alternative dispute resolution as a mechanism of equal participation. It also encourages an environment where the provider will have full control over the substantive and procedural aspects of the cases. The fear that the provider may also be captured by certain interests and thus focus on pleasing only the needs of one party is eminent if the system only supports one provider – this, to a certain extent, has been one of the main criticisms of the UDRP, which, nonetheless, lists four providers. The IRT recommendation does not seem to be paying attention to the expressed concerns as have developed over the years of the UDRP’s operation.

8. Appeal

The recommendation has been insightful in incorporating the need for an appeals mechanism within the URS; however, its rationale basis is flawed.

“De Novo” proceedings do not mean appeal – it means that the new adjudicator has the capacity to start the case from the beginning disregarding any other prior decision. This is not an appeal; an appeal means that the decision ‘continues’ rather starts from the beginning. In theory, one of the virtues of having an appellate process is to indirectly place internal checks and test the system’s capacity to respond to issues of justice and fairness. De novo review does not serve such a purpose.

The ways the IRT envisions the appellate device to operate is procedurally unfair. For instance, it allows the complaining party (trademark owner) – should she fail at the examination stage – to proceed to either the UDRP or any national court. On the other hand, the respondent (domain name registrant) is given only the option of the court. This is procedurally unfair and problematic.

NCUC would also like the IRT team to comment on how they see the role of the ombudsman, URS, UDRP and courts to inter-relate? The process seems to have too many layers - some of which seem to be unconnected (at the level of the de novo review as well as that of proceeding to courts).

· “…court of competent jurisdiction – a court located in the country of the registrant or the registrar – with authority to decide…”

NCUC finds the use of the word ‘authority’ problematic; it sounds as if the IRT can determine which court will hear a dispute. If courts feel that they have the authority they will proceed; they do not need the IRT recommendation to state that. Thus, the word ‘authority’ should be deleted. 

5. Post-Delegation Dispute Mechanism

· “The IRT recommends that all DRPs be required to use three member panels due to clear significance of the matter to Registry Operator’s business”

The wording of this sentence appears problematic. The recommendation uses economic as opposed to criteria of procedural justice to suggest the 3-member panel rule. NCUC believes that 3-member panels would be beneficial at the level of both the UDRP and the new URS systems. This rule, however, has not been incorporated, which makes one question the motives of its insertion in this section. It appears that the business of Registry operators is more significant compared to the potential rights of registrants, which could be better protected by 3-member panels. 

6. Post-Delegation Dispute Mechanism as Revised by the IRT

· 2.1.1.1 “…is inconsistent with the representations…Registry Agreement”.
NCUC feels that this falls outside the scope of IRT’s mandate, which is limited to only commenting on issues of trademark law. The IRT does not have jurisdiction upon ICANN’s contractual clauses with Registries/Registrars. – should be removed.

· 2.6 Here there is a contrast with the UDRP, which the IRT should clarify. Why court proceedings will only be available before or after and not during? Why is this proposal departing from the similar UDRP?

· “In contrast submitting the dispute to an administrative panel…will not suspend or terminate the proceedings…”

This is very problematic as it creates the possibility for two proceedings to run in parallel? If that takes place which one will have authority over the other?

7. WHOIS

· “In addition, the IRT recommends that ICANN…maintained by ICANN”

The IRT does not provide any explanation as to why such a massive amount of data should be allocated to only one agency and in particular ICANN. This can be dangerous and NCUC suggests that ICANN complies with minimum and basic data protection principles and encourages the IRT to suggest a form of liability upon ICANN for possible mishandling and misuse of that data.

�I just think we should also mention this. It is important for everybody to understand that this is regulation at its best.


�Here Robin is better to add the issue of financial support that the NCUC receives and the troubles on getting funding for NCUC councilors. 





