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I. History

· In Spring 2001, VeriSign Global Registry Services (VGRS) temporarily shut off or prevented registrar connections, preventing new or small registrars, in particular, from registering .com, .net and .org domain names.
· Ostensibly to address this problem VGRS had temporarily closed the process of deleting expired names.

· Rather than effectively solving the problem, VGRS implemented an interim solution, relegating batch requests for deleting names to one of three pools to prevent this high-volume traffic from overloading its systems.

· Registrars called for long-term solutions, several of which have been proposed:

1. The Afternic Back Order, published on 5 October 2001, in which registrants attempting to secure expired names would place bids during the 45-day registry grace period, with the winning bidder taking over the registration through a registrar, with the permission of the former registrant.  This solution provided a neutral opportunity for registrars to obtain additional profit margins, while protecting the registrants’ rights. 

2. The VGRS Wait Listing Service (WLS), the proposal for which was published on 12/30/01.

II.  A registrar-friendly, registry-based alternative

In recognition of registrars’ serious concerns with the WLS solution and the continuing need for a permanent solution for expired names, following is a proposal for a Registry Re-circulation System (RRS().

Registrars, registrants, resellers, and registries want an orderly release of desirable expired domain names in a fair and open manner.  The RRS improves upon other proposals by offering a dynamic pricing solution with the following benefits:

· New and increased revenue opportunities for registrars;

· Neutral and equitable treatment of all parties; 

· Equal access by ICANN-accredited registrars;

· Transparency that prevents potential hoarding of names by the registry;

· Better service for registrants; and

· Promotion of registrations intended to enrich the Internet – building websites, not merely warehousing.

The RRS dynamic platform under which buyers bid prices for re-circulating domain names would promote registration by registrants who would use the websites, and enable registrars to earn market prices.

In contrast, fixed price solutions: 

· Merely raise the price of domain names and profit margin for the registry.  

· Are unlikely to increase registrars’ margins.  

· May in fact diminish demand and allow some registrars to use their business positions to charge below the fixed price, harming smaller registrars.

· Perpetuate speculation by continuing to create a disparity between domain name prices and market values.

Figure A - Comparison

Proceeds from a typical secondary domain name sale with a market value of $100








III.  The RRS process places the registrar in the primary position:

1. The RRS administrator would run a system enabling registrars to place offers on registered domain names. These offers would be maintained in a unique database.

2. The RRS administrator would create an API through which accredited registrars can check for existing offers and submit offers on behalf of their customers 

a. Non-refundable offer fee of $2.00.

b. Offer must exceed set minimum and any preexisting offers.

c. Offers are non-transferable and remain valid for a period of one year.

3. Each offer would be assigned a publicly viewable identification code enabling the registrar and the customer to track the offer and price without disclosing customer information to other participants.

4. All expiring names from the registry would be collected by this platform and compared to the database of names with live offers. Those without associated offers would be returned to the registry for standard delete procedure and eventual return to the pool of available names.

5. Those with offers would be held for a period of 15 days, during which the registry could rectify any registrar or registrant errors that caused accidental deletion by reassigning the name in question.

· During this 15-day period, additional offers could be tendered.

6. At the end of this 15-day period, the bidder with the highest offer would be declared the pending winner. 

7. The registrar for that pending winner would then have seven days 
to forward to the platform administrator a flat transaction fee of $16.00 and the Whois information for the winner.

8. The RRS administrator would supply the information to the registry, which would then initiate an add command into the SRS database on behalf of such new registrant.

9. The registry would bill the registrar its standard registration fee of $6.00.

· RRS administrator would pay to the registry a flat transaction fee of $6.00
.
IV.  Timing/Fees

Possible Launch:
11 April 2002, if Afternic is RRS administrator

Fee schedule:

Registrars pay $16 (plus $2/offer) to RRS administrator
· Registrars retain balance of transaction price

· RRS administrator pays $6 RRS fee to the registry
· Registrant pays regular registration fees per registrar’s policy

Figure B: Example 

Based on a winning RRS offer of $100 after three offers are placed at a retail fee of $5 each, and a domain registration fee of $20, proceeds of a typical sale would be distributed as follows:






V.  Effects

Internet: the dynamic model promotes development of active sites, rather than fallow speculative holdings. 

Registries would be

· freed from system overload caused by the rush to capture deleting names

· spared the expense of securing and maintaining partners and licenses or of independently developing a delete solution

· benefit from the creation of a new revenue stream that enables them to capitalize on the market value of domain names

Registrars would

· receive the bulk of the revenue opportunity

· capitalize for the first time on the value that they create in the namespace

· add a potentially high-margin revenue stream from the submission of offers on registered domain names.

Consumers would have: open, fair access to deleting domain names in an environment free from high-tech gaming and first-mover advantage. 
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