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SENT BY EMAIL ONLY 
 
March 3, 2015 
 
Randall K. Miller 
Nicholas M. DePalma 
8010 Towers Crescent Drive, Suite 300 
Tysons Corner, VA 22182 
Email: rkmiller@venable.com 
 nmdepalma@venable.com 

FRE 408—Confidential Settlement Communication 

Re: Verisign, Inc. v. XYZ.com, LLC et al., No. 1:14-cv-01749 

Dear Messrs. Miller and DePalma: 

Thank you for speaking with me last week about this dispute. My clients, XYZ.com, LLC and Daniel 
Negari, believe that Verisign’s lawsuit lacks merit and reflects a misunderstanding of their 
activities—particularly with respect to Network Solutions’ .xyz promotion. 

But my clients do not wish to engage in prolonged litigation. They are willing to modify their 
marketing practices to address Verisign’s concerns. They’ve already implemented some of the 
changes, and are willing to commit to others as indicated in the settlement offer below. 

Please consider the offer below. We’d be grateful for a response by Wednesday, March 11. 

A. None of the statements qualify as a “commercial advertisement” because they were isolated 
statements, and not widely disseminated within the industry. 

As a threshold matter, Verisign cannot succeed on its claim because none of the statements were part 
of a commercial advertisement as defined by the Lanham Act. Establishing a commercial 
advertisement is the “most difficult hurdle” for a false-advertising plaintiff alleging isolated 
disparaging statements. Applied Med. Res. Corp. v. Steuer, 527 F. Supp. 2d 489, 493 (E.D. Va. 
2007).  

The “touchstone” of whether alleged misrepresentations qualify as commercial advertisements under 
the Lanham Act is “that the contested representations are part of an organized campaign to 
penetrate the relevant market.” Id. (quoting Fashion Boutique of Short Hills, Inc. v. Fendi USA, Inc., 
314 F.3d 48, 56 (2d Cir. 2002)). A false-advertising plaintiff must prove, among other elements, 
that the representation was “disseminated sufficiently to the relevant purchasing public.” Applied 
Med. Res., 527 F. Supp. 2d at 493  (citing Fashion Boutique of Short Hills, 314 F.3d at 56 ). 
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Normally, the plaintiff must show “[p]roof of widespread dissemination within the relevant industry”. 
Id. 

None of the statements here were widely disseminated. They were mostly isolated, offhand 
comments buried in lightly-trafficked blog posts and websites—hardly capable of reaching the many 
millions of customers in the domain-name industry. Additionally, Mr. Negari’s statements to NPR 
can’t qualify as commercial advertisements because they were made to a reporter as a bona fide news 
story. See Boule v. Hutton, 70 F. Supp. 2d 378, 390 (S.D.N.Y. 1999) aff’d, 328 F.3d 84 (2d Cir. 
2003) (holding the Lanham Act “does not cover a response to an unsolicited inquiry by a magazine 
reporter seeking comment on a topic of public concern.”) 

Because the statements at issue were not widely disseminated to the relevant market, they are not 
“commercial advertisements” under the Lanham Act.  

B. Verisign’s false-advertising claim lacks merit because none of the alleged misrepresentations 
are materially false or misleading factual representations. 

The handful of isolated statements identified in Verisign’s Complaint do not qualify as materially 
false or misleading factual representations under the Lanham Act. 

1. None of XYZ’s statements about the number of .xyz registrations are false or 
misleading, even in the context of the Network Solutions promotion. 

Verisign alleges that statements by XYZ and Mr. Negari about the success and desirability of .xyz 
domain names as a .com competitor are deceptive. According to Verisign, the number of .xyz 
registrations are “grossly overstate[d]” because XYZ, through third parties, caused hundreds of 
thousands of .com registrants to take a one-year free registration with .xyz on an opt-out basis. 
(Complaint ¶¶ 44–47.) 

But all of the statements identified in Verisign’s Complaint are literally true and not misleading in 
context: 

• XYZ’s claim that .xyz is the fastest-growing new gTLD is literally true. 
• XYZ’s representations about the growth and number of .xyz registrations are literally 

true. 
• Even if the Network Solutions promotional registrations are excluded, .xyz is still the 

leading new gTLD because more registrants have paid for .xyz domain names than 
any other new gTLD. 
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More importantly, XYZ did not participate in a “scheme” to artificially inflate .xyz registrations. 
Rather, Network Solutions1 paid XYZ the full registrar-wholesale rate for all the .xyz registrations it 
provided to its customers. Network Solutions’ decision to promote .xyz in this manner was at 
Network Solutions’ expense, and reflects the real-world desirability and commercial success of .xyz.  

You requested proof of XYZ’s deal with Network Solutions, and that XYZ was paid for those 
registrations. XYZ’s agreement with Network Solutions is subject to a confidentiality restriction, so 
we cannot disclose it without Network Solutions’ consent. But if necessary, we should be able to 
obtain Network Solutions’ consent or otherwise disclose this information without violating the 
confidentiality restriction.  

Finally, ICANN audited XYZ in response to Verisign’s complaint about the Network Solutions 
promotion. ICANN reviewed compliance with the registry agreement, which, among other things, 
requires a registry to provide equal access to the TLD. Under that provision, XYZ was not allowed to 
give away free domains or discount domains without offering the same opportunity to all registrars. 
ICANN found that XYZ “has successfully completed the audit with no deficiencies. No further action 
is required.” Network Solutions paid the same wholesale price for .xyz names as other registrars.  

A copy of ICANN’s October 14, 2014 Contractual Compliance Audit Report for XYZ is enclosed. 

2. The statements “impossible to find the .com you want” and “all of the good real 
estate is taken” are not representations of fact, but inactionable puffery or opinion. 

False-advertising claims under the Lanham Act must be based on a false or misleading representation 
of fact. 15 U.S.C. § 1125(a)(1)(B). Verisign alleges that the video at http://xyz.com is deceptive 
comparative advertising, specifically, that the narrator’s statement that “it’s impossible to find the 
domain name you want” is literally false. (Complaint ¶¶ 17–25.) Verisign also alleges that 
Mr. Negari made the following literally false statement to NPR: “All of the good real estate is taken. 
The only thing that’s left is something with a dash or maybe three dashes and a couple numbers in it.” 
(Id. ¶¶ 26–30.) Neither of these statements qualifies as a false or misleading representation of fact. 

Both statements are inactionable puffery—i.e. “exaggerated statements of bluster or boast upon 
which no reasonable consumer would rely; and vague or highly subjective claims of product 
superiority, including bald assertions of superiority.” Am. Italian Pasta Co. v. New World Pasta Co., 
371 F.3d 387, 391 (8th Cir. 2004); See also Imagine Medispa, LLC v. Transformations, Inc., 999 F. 

1 Network Solutions was the only registrar offering free registrations. All others were paid. 
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Supp. 2d 873 (S.D.W. Va. 2014) (dismissing lawsuit because claims at issue were non-actionable 
puffery). 

The “it’s impossible” statement comes across as an exaggerated statement which no reasonable 
consumer would rely on and thus is not actionable as a matter of law. See Imagine Medispa, 999 F. 
Supp. 2d at 881–82. Moreover, the qualifier “that you want” introduces a subjective and 
unmeasurable aspect to the claim which would render it not actionable. See Am. Italian Pasta, 371 
F.3d at 391 (“favorite” means popular, well-liked or admired—terms which are subjective and vague, 
and therefore constitute nonactionable puffery.) Guessing about which names a potential domain 
registrant would want is, by definition, speculation and thus could not be a statement of fact. 

Similarly, the statement about the “good real estate being taken” and that “the only thing left to 
register is something with a dash or maybe three dashes and a couple numbers in it” is a dramatic 
exaggeration and quintessential puffery.  

Both statements are also expressions of opinion—not representations of fact—which are also 
inactionable. See Boule v. Hutton, 328 F.3d 84 (2d Cir. 2003); Coastal Abstract Service, Inc. v. First 
American Title Ins. Co., 173 F.3d 725 (9th Cir. 1999). The term “good” reflects Mr. Negari’s 
subjective opinion, and is not a factual representation or description about anything. 

3. The statements about .xyz being the “next .com” are immaterial, mere puffery, and 
essentially an homage to .com. 

Verisign alleges that XYZ falsely claimed that NPR and Venture Beat referred to .xyz as the “next 
.com”. (See Complaint ¶¶ 31–36, 40–41.)  

To the extent Verisign’s claim asserts that “.xyz is the next .com” is false advertising, the statement is 
opinion—not a representation of fact. See, e.g., Coastal Abstract Service, 173 F.3d 725 (statements 
on matters that are unknowable at the time they are made are non-actionable opinions under the 
Lanham Act). It’s a future-looking statement and the speaker’s goal—it could not be a statement of 
present fact. 

XYZ’s reference to NPR or VentureBeat’s opinion on its future success is immaterial. Under the 
Lanham Act, an alleged misrepresentation must “be likely to influence the purchasing decision.” See 
Scotts Co. v. United Industries, 315 F.3d 264, 272 (4th Cir. 2002). A statement is material if it 
describes a product or service as a characteristic that most consumers would find appealing. Basile 
Baumann Prost Cole & Assocs., Inc. v. BBP & Assocs. LLC, 875 F.Supp.2d 511, 529–30 (D. Md. 
2012). There’s no reason to believe that a potential new gTLD consumer would base a decision about 
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registration on a speculative opinion by NPR or VentureBeat about the future success of the .xyz 
gTLD as a whole. 

And it’s hard to see how a third party’s description of .xyz (or any other new gTLD) as the next .com 
is anything other than complimentary to Verisign and .com. A nascent player claiming to be the next 
.com is a huge complement to Verisign and acknowledges Verisign’s reputation as the industry leader. 
The reason XYZ would promote .xyz as the next .com is to take business from other new gTLDs—
that statement would not impact .com sales because it implies that .com is the best. Rather than take 
business from Verisign, the statement would make a potential customer think twice about buying 
from someone other than Verisign. 

C. Verisign can’t show that it suffered economic or reputational injury as a direct result of XYZ’s 
allegedly deceptive advertising. 

Finally, a false-advertising plaintiff must show that it “has been or is likely to be injured as a result of 
the misrepresentation.” PBM Products, LLC v. Mead Johnson & Co, 639 F.3d 111, 120 (4th Cir. 
2011). The plaintiff “ordinarily must show economic or reputational injury flowing directly from the 
deception wrought by the defendant’s advertising; and that that occurs when deception of consumers 
causes them to withhold trade from the plaintiff.” Lexmark Int'l, Inc. v. Static Control Components, 
Inc., 134 S. Ct. 1377, 1391 (2014). Verisign can’t meet this showing because it hasn’t suffered any 
economic or reputational injury as a result of any of XYZ’s alleged false advertising.  

First, the required economic and reputational injury does not exist where the defendant’s alleged 
misconduct “produces injuries to a fellow commercial actor.” Id. at 1391. To the extent XYZ’s 
advertising has had any impact on competitors, it was operators of other new gTLDs—not Verisign.  

Second, to the extent the alleged misrepresentations have had any effect on Verisign, they are 
complimentary, not harmful. Referring to .xyz as the “next .com” is an acknowledgement of .com’s 
position as the established market leader and most popular gTLD. Similarly, XYZ’s statements 
touting the volume of .xyz registrations as a sign of public approval is made within the context of the 
other new gTLDs, and reinforces the indisputable, widely known position of Verisign’s .com as the 
most-popular, most-successful domain. These statements could not possibly have inflicted economic 
or reputational harm on Verisign, and were certainly not intended to have that effect. 

D. Settlement Offer 

XYZ and Mr. Negari are confident that their efforts to promote .xyz are lawful and that there is no 
liability associated with Verisign’s complaint. But it is in neither of our clients’ interests to litigate this 
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case—which will be a major waste of time, resources, and money—if we can resolve it now through a 
mutually-acceptable compromise. 

My clients propose to settle under the following terms, subject to execution of a written agreement: 

1. XYZ will agree to not represent in advertising or promotional material that it is 
“impossible” to find the .com you want without qualification. For example, XYZ 
may state that “it can be difficult to find the .com you want” or that “we believe it 
is impossible to find the .com you want”; 

2. XYZ will agree to not represent that NPR or Venture Beat said that XYZ is the 
next .com (unless NPR or Venture Beat describe .xyz as the “next .com” in future 
coverage); and  

3. Verisign will dismiss the lawsuit with prejudice, with both sides to bear their own 
fees and costs. 

Thank you again for taking the time last week to discuss this case with me. I very much hope we can 
work together to reach a quick resolution to address Verisign’s concerns. 

I would be grateful for a response by Wednesday, March 11. 

Please contact me at any time by email at dn@newmanlaw.com or by phone at 310.359.8188. 

Very Truly Yours, 

NEWMAN DU WORS LLP 

 

Derek A. Newman 

Enclosures 
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Executive Summary
On 15 July 2014, ICANN Contractual Compliance launched the new gTLD  Audit Program to test and validate 
compliance with the terms of the new Registry Agreement and ICANN Temporary and Consensus Policies.

XYZ.COM LLC (.xyz) was selected as part of this Program.

The audit assessment was conducted through testing of data, review of documentation and correspondence 
between the Registry, their Data Escrow Agent and the ICANN Contractual Compliance team. This report consists 
of deficiencies or exceptions noted as a result of this audit assessment.

Audit Results:

Summary of Deficiencies/Observations

Article 1.3 (a) ii

Ry Provision / 
Policy

Obligation tested

Representations & Warranties

Deficiency 
Noted 

(Yes/No)

Article 2.2 Compliance with Consensus Policies and Temporary Policies

Article 2.3 Data Escrow (Specification 2)

Article 2.4 Monthly Reporting (Specification 3)

Article 2.5 Publication of Whois Registration Data (Specification 4)

Article 2.6 Reserved Names (Specification 5)

Article 2.7 Registry Interoperability and Continuity (Specification 6)

IPv6 (Specification 6, 1.5)

Article 2.8 Protection of Legal Rights of Third Parties (Specification 7) – TMCH Sunrise Period

Protection of Legal Rights of Third Parties (Specification 7) – TMCH Claims Period

Article 2.14 Registry Code of Conduct (Specification 9 – Parts A, B, D)

Article 2.17 Additional Public Interest Commitments (Specification 11)

No

No

No

No

No

No

No

No

No

No

No

No

XYZ.COM LLC (.xyz)  has successfully completed the audit with no deficiencies.  No further action is required.

Observation 
Noted 

(Yes/No)

No

No

No

No

No

No

No

No

No

No

No

No
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