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IN THE UNITED STATES DISTRICT COURT
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V.

XYZ.com, LLC and Daniel Negari,

Defendants.

DEFENDANTS’> MOTION FOR ATTORNEY FEES UNDER 15 U.S.C. § 1117(a)
AND INCORPORATED MEMORANDUM IN SUPPORT



Case 1:14-cv-01749-CMH-MSN Document 392 Filed 12/07/15 Page 2 of 19 PagelD# 6726

Table of Contents

L INEEOQUCHION. ...cutiteieieceieieeeeeteee ettt ettt ettt s et e e s st s et e se st et sseseneeneas 1
IT.  Back@roUnd.......cccoivieiriniiiiiciciectetereret ettt ettt b et sa et s 2

A.  Verisign sued XYZ, its most successful competitor, six months after 700 new
competitors entered the market..........cccoeeevecvneiiniicnincinicecceene 2

B.  Verisign used discovery to obtain and expose XYZ’s confidential business and
MATKEING SECTELS. ...eveviiiiireieteierteteet ettt ettt ettt a et be e ne 4

C.  Verisign served third-party subpoenas across the country seeking other
businesses’ trade secrets, resulting in numerous ancillary actions.........c..ccceeeeervennenene 6

D. This Court granted summary judgment because Verisign had no evidence for
its false-advertising Claim. ........ccccouviriiiiiininiiiiiic e 7

TIL.  DDISCUSSION «eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaaseeeeeeeesesaaaaaneeeaeessaaaeaaaneneeesseasasaaaaaneaaaeeseaaeaaaanneeeasseesasaaannnee 8

A.  This case stands out from others because Verisign was objectively
unreasonable in that it had no basis for its claim from the beginning, and could
never show a false StatemMeNnt. .......cccevvvueeiriniieiieinininccct s 10

B.  This case stands out from others because Verisign litigated in an unreasonable
manner, and the evidence suggests that it initiated this litigation for an
improper purpose—to thwart COMPELItION. .......cceceeverueeererreneerereneeerenreneeeesesseeenes 12

C.  The totality of circumstances leads to the inference that Verisign uses litigation
to stifle competition, and fairness weighs in favor of an exceptional case based
on the disparity of the parties’ reSOUICES. .......coevevurrerirreirererineeeereerteeeereeseenesaenenes 13

TV . COMCIUSION. ettt e e eee e et eeeeeeeaeaaeeeeaeeeesesaaannneeeeeesaaaeaaaanseaaasseasasaaaaneaeaeeeeasaaannnne 14



Case 1:14-cv-01749-CMH-MSN Document 392 Filed 12/07/15 Page 3 of 19 PagelD# 6727

Table of Authorities

Cases
Cairns v. Franklin Mint Co.,

292 F.3d 1139 (9th Cir. 2002) .vveervveeeeeeeeesseeeesssssessesssessssssessssssssssssssssssssssssssssssssssssssssssssssnns 10
Dick’s Sporting Goods, Inc. v. Dick’s Clothing & Sporting Goods, Inc.

12 F. Supp. 2d 499 (D. Md. 1998)......c.vvveerreeeeerveeesessssssssssssssssssssssssssssssssssssssssssssssesssssnees 8
Fair Wind Sailing, Inc. v. Dempster,

764 F.3d 303 (31 CIE.2014) ...ooooorveeereeeeeveeeseveessessssssssssssessssssssssssssssssssssssssessssssesssssssssssssnssses 9
Georgia-Pacific Consumer Products LP v. von Drehle Corp.,

781 F.3d 710 (4th Cir. 2015) ...veeeeveeeeeeereeseeeseesssesssssessssssssssssssssssssssssssssssesssssesssssssssssseneeses 9
LendingTree, LLC v. Zillow, Inc.,

54 F. Supp. 3d 444 (W.D.N.C. 2014) .....oorrveeerreeeeeneeeesesssssssssssssssssssssssssssssssssssssssnsssssesssssnnes 9
Lumen View Tech., LLC v. Findthebest.com, Inc.,

24 F.Supp.3d 329 (S.D.NLY. 2014) c.oovmrvveerreeeereeeneseeeesssseesssssssssssssesssssesssssssssssssssssssssssssannns 10
Nightingale Home Healthcare, Inc. v. Anodyne Therapy, LLC,

626 F.3d 958 (7th Cir. 2010) ......oveeerveeerveeeeeeeseesesessssssssssssssssssssssssssssssssssssssssssssssssssesssssseses 12
Octane Fitness, LLC v. ICON Health & Fitness, Inc.,

134 S.CL. 1749 (2014) covvvveereeerreeeeeseseseseesssssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssanees 8,9,12
Old Reliable Wholesale, Inc. v. Cornell Corp.,

635 F.3d 539 (Fed. CII. 2011)cuuvvuerveencveeeeeeeeeesesessesssssssssssssssesssssssssssssssssssssssssssssssssssssseses 10
Peaceable Planet, Inc. v. Ty, Inc.,

362 F.3d 986 (7th CIr. 2004)......eeeeveeeveeeeeeereessssessssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssnns 12
People for the Ethical Treatment of Animals v. Doughney,

263 F.3d 359 (4th CIF. 2001) «..ceueeerereerreereeeeenesessesessssssssesessssessssessssesssssssssssssssssssssssssssessseses 8
Tire Kingdom, Inc. v. Morgan Tire & Auto, Inc.,

253 F.3d 1332 (11th Cir. 2001) .c.vecveueeeenieirenienteeeiensesteessestesessessessesessessessesessessensssessessessssens 11,12
Statutes
Lanham Act. 15 U.S.C. § 1117(2) c.coveuerirriiriireiricinrectnieteiecnteeteseessesesesetssesesseesesestssesessesessene 8
Rules
Fed. R. Civ. Po30(D)(6) e eveeeveereeerieieieieenieienteietsteestee st seseste et e stsse et et sse st ssesessesesessenessenenses 10

ii



Case 1:14-cv-01749-CMH-MSN Document 392 Filed 12/07/15 Page 4 of 19 PagelD# 6728

L. Introduction

Plaintiff Verisign, Inc. filed an objectively baseless case and litigated unreasonably. Verisign
alleged XYZ caused it injury by making statements that <.com> names were unavailable. But
Verisign knew <.com> names were unavailable at the time it filed this lawsuit. Verisign also knew
<.com> sales suffered no decline after XYZ made its statements, and in fact continued to rise
throughout this case. Verisign nonetheless continued its crusade against XYZ.

In discovery, Verisign demanded and obtained Defendant XYZ.com LLC’s most sensitive
and valuable confidential information. Verisign then publicly disclosed that information even
though the materials were designated “attorney’s eyes only” or “confidential” under the
protective order. Verisign served 16 third-party subpoenas across the country. It subpoenaed
ICANN, the domain-name industry regulator; XYZ’s business partners; other competitors; and
even Defendant Daniel Negari’s accountant to obtain information about his personal finances
and other businesses. Verisign served a subpoena on third-party KBE to gather information about
XYZ for use in another lawsuit. And Verisign deposed every XYZ employee.

Verisign turned this case from a single-count complaint into an enormous and unreasonably
expensive litigation. While the cost was insignificant for Verisign—a $10 billion public company
with unlimited resources—this case could have ended XYZ’s business.

After months of Verisign’s invasive, nationwide discovery, the Court granted summary
judgment in Defendants’ favor. Verisign lacked evidence for all but one of the necessary elements
for its false-advertising claim. None of the alleged misrepresentations were actionable false
statements. None were material, in that they were likely to influence consumer purchasing
decisions. Verisign had no evidence that it was harmed by any of the statements. Verisign was
only able to show that XYZ’s statements were placed in interstate commerce —which was
undisputed.

The Court should declare this case exceptional, and award XYZ and Daniel Negari their

reasonable attorney fees and related expenses.
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II. Background

A. Verisign sued XYZ, its most successful competitor, six months after 700 new
competitors entered the market.

Verisign and XYZ operate domain-name extensions. (Memorandum Opinion Granting
Summary Judgment (Dkt. 380) (“Opinion”) at 2.) For the past 15 years, Verisign operated the
largest and most well-known domain extensions, <.com> and <.net>, without any significant
competition. (Opinion at 2; Complaint (Dkt. 1) (“Compl.”) q 11.) Verisign amassed over 120-
million registrations in <.com> and <.net>. (Opinion at 2.) It enjoyed a near monopoly until last
year when almost 700 competitors entered the market offering new domain extensions. (Excerpts
from Lauren Kindler Deposition Transcript (Dkt. 299-10) at 212:11-12; see also Expert Report of
Lauren R. Kindler (Dkt. 299-6) (“Kindler Report”) q 27.) XYZ, one of those new competitors,
launched the new <.xyz> domain extension in 2014. (Opinion at 2.)

New domain extensions were introduced to increase competition and choice. (Kindler
Report q 27.) Verisign publicly warned its investors that the new competition could “have a
material adverse effect on our business, results of operations, financial condition and cash flows.”

(Expert Report of Samuel J. Hewitt (Dkt. 299-7) (“Hewitt Report”) q 60, n. 74 (citing Verisign,

Inc. SEC Form 10-K for the period ending December 31, 2013 at 44).)

To protect its market posiion, Verisign I
I (P K:n Deposition Transeript
(Dkt. 315-10) (“Kane Tr.”) at 211:0-212:11)

I (A ugust 14, 2015 Scott Schnell Deposition Transcript (Dkt. 315-10)
(“Schnell August 14 Tr.”) at 234:6-236:4.)

1 See Coal. For ICANN Transparency, Inc. v. VeriSign, Inc., 611 F.3d 495 (9th Cir. 2010).
2
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Six months after new competition launched, Verisign sued XYZ. (See Opinion at 2;
Compl.) At the time, <.xyz> had achieved more registrations than any other new domain
extension. (See Opinion at 9.)Verisign’s Complaint alleges that XYZ misrepresented the lack of
availability of <.com> domain names and XYZ’s rapid success, such as the total number of
<.xyz> registrations. (See Compl.) Verisign alleged that the statements “when viewed together
and in context, reflect a strategy to create a deceptive message to the public that companies and
individuals cannot get the .COM domain names they want from Verisign, and that XYZ is quickly
becoming the preferred alternative.” (/4. q 42.)

Verisign claimed that XYZ harmed Verisign by publicizing that <.com> domain names
lacked availability and that “good” <.com> names are already registered. (See Compl.; see also
Opinion at 2.) Verisign employee Andy Simpson—who Verisign relied on as an expert in <.com>
availability —testified that whether a domain name is “good” is subjective. (See Opinion at 7.)
Verisign’s own data confirms that 99% of requests to register <.com> domain names are rejected

because the requested domain is not available. (/4.)

For years—long before XYZ ever existed— Verisign ||| GTETGNGGEE
I S Sincl August 14

Tr. at 149:5-11, 149:22-150:3, 150:9-16, 151:6-12, 152:21-153:5, 157:22-158:5, 158:22-159:17,
160:6-12,162:4-163:9, 163:20-164:16; see also Kane Tr. at 191:5-192:1, 192:9-193:2, 198:4-199:10,
2003-201:4.)
B (Kane Tr. at 191:5-192:1, 192:9-193:2, 198:4-199:10, 200:3-201:4.) In fact, the lack
of <.com> availability was a driving factor for the introduction of new domain extensions.
(Declaration of Sophy Tabandeh in Support of Motion for Attorney Fee (“Tabandeh Decl.”) q
17,Ex.].)

Verisign alleged that XYZ’s public statements about <.xyz> registration numbers were
false. (Opinion at 2.) But the numbers were always based on the number of domain names in the
public <.xyz> zone file. (/4. at 8-9.) Verisign admitted that a zone file accurately reflects the

number of registered domains. (/4. at 9.)
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B. Verisign used discovery to obtain and expose XYZ’s confidential business and
marketing secrets.

The day discovery opened, Verisign requested XYZ’s most sensitive competitive
information. (See Tabandeh Decl. q 18, Ex. K; see also Dkt. 24.) Verisign demanded access to
XYZ’s pricing strategies; communications and confidential agreements with business partners
that Verisign also works with— or wants to work with; XYZ’s internal business and marketing
practices, plans, and expenditures; and XYZ’s financial statements. (See Tabandeh Decl. 18,
Ex. K.) Verisign further interfered with XYZ’s business by demanding to depose every XYZ
employee, regardless of the employee’s relationship to Verisign’s false-advertising claim.
(Declaration of Daniel Negari in Support of Attorney Fee (“Negari Decl.”) q 2.)

Verisign also probed into XYZ CEO Daniel Negari’s personal finances. (Tabandeh Decl. q
8, Ex. A.) Verisign served a third-party subpoena on Mr. Negari’s outside accounting firm
seeking financial documents about other companies that Mr. Negari is affiliated with. (See 74.)
The Central District of California quashed Verisign’s subpoena to the extent it required the
accountant to provide those documents. (/4. q 10, Ex. C.)

Since this lawsuit placed Verisign in a unique position to gain access to XYZ’s most
valuable competitive information, XYZ requested a two-tiered protective order. (See XYZ’s
Motion for Protective Order (Dkt. 39); July 15 Carpenter (Dkt. 130) q9q 2-6.) XYZ feared that
without the heightened protection provided by an attorneys-eyes-only tier, Verisign would use
discovery to learn XYZ’s competitive strategies and use them to unfairly compete. (See XYZ’s
Motion for Protective Order.) But Verisign refused to restrict access to XYZ’s most-sensitive
documents to lawyers. (See May 14, 2015 Decl. of Derek Linke (Dkt. 51) q 5.) Instead, Verisign
insisted that its board of directors, senior management, and numerous employees should all have
access to XYZ’s highly-sensitive competitive information. (/4.) Ultimately, the Court entered a
two-tiered protective order because Verisign and XYZ are direct competitors. (Dkt. 57.)

Months into discovery, Verisign again attempted to expose XYZ’s competitively sensitive
information. (See Verisign’s Motion to Re-designate (Dkt. 120).) It moved to redesignate
thousands of XYZ’s most sensitive confidential documents to a lower level of protection that

4
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would permit access by all of Verisign’s hundreds of employees. (See id.) The Court again
recognized the need for safeguards in litigation between competitors, redesignating only seven of
the documents at issue. (See Transcript of July 17, 2105 Hearing (Dkt. 146) at 23.)

Nonetheless, Verisign kept trying to harm XYZ by disclosing its confidential information
and eventually succeeded. (Negari Decl. q 4.)Verisign filed an unusually detailed trial exhibit list.
(See Verisign’s Trial Exhibit List (Dkt. 219).) The list—which Verisign filed on the Court’s
public docket—included detailed descriptions of XYZ’s confidential business deals and the
substance of dozens of XYZ’s highly confidential and sensitive emails with business partners and
other competitors. (See id; Negari Decl. q 4.) Among other secrets, Verisign’s list publicly
disclosed XYZ’s competitive-pricing strategies and confidential commercial agreements. (Negari
Decl. 94.) Verisign obtained this information from documents that XYZ properly designated for
protection under the protective order, which prohibited public filing of any of the information.
(/4. 99 2-5.)

Verisign’s filing of materials designated under the protective order caused XYZ immediate
and irreparable harm. (Zd. qq 6, 13.) Shortly after Verisign publicly filed XYZ’s confidential
information, the popular domain-industry blog Domain Name Wire published an article titled,
“Here are the Exhibit and Witness lists for the Verisign v. XYZ trial,” warning industry readers
that “it’s clear that if you emailed Daniel Negari about .xyz, there’s a good chance Verisign has
reviewed that email.” (Negari Decl. q 7, Ex. A.) The article accurately predicted that the “Lists
will hit home in the domain name industry.” (/4.) And based on Verisign’s filings, the article was
also able to describe a key business deal —which XYZ had designated under the protective
order—as “a deal between XYZ and Web.com for the registry to pay Web.com $3 million for
advertising at the same time Web.com’s Network Solutions was giving free .xyz domain names to
its customers.” (/d.) The article included a copy of Verisign’s improper filing that is still available
on the Internet today. (/4.)

Another prominent industry blog, Domainlncite, also quickly picked up the story and
described the Web.com deal as “dodgy” in an article titled “Did XYZ.com pay NetSol $3m to

5
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bloat .xyz?” (/d. q 8, Ex. B.) XYZ was forced to spend resources explaining why the transaction
was proper. (Negari Decl.  14.)

In the days immediately following Verisign’s public disclosure of XYZ’s confidential
information, numerous customers contacted XYZ. (/4. q 11.) One customer who works with both
XYZ and Verisign was especially upset that Verisign might know what he had been discussing
with XYZ. (1d.) In under an hour, that customer sent eight messages demanding that XYZ give
him all the emails provided to Verisign so he could evaluate the extent of the harm, “just give me
the f—ing emails.” (d.)

Even worse, the CEO of a major company refused to communicate electronically with XYZ
because he knew his emails were not private. (/4. § 12.) During an email negotiation in a major
deal, a customer held back all communications after sending an email ending with “ And whoever
else is reading this, HELLO! LOL,” demonstrating his fear that private business
communications with XYZ would become publicly available. (/4.) XYZ has devoted substantial
time and resources in an effort to salvage these valuable business relationships. (/4. q 14.) But the
full extent of the damage due to Verisign’s public disclosure of XYZ’s confidential business

dealings—which are still available on the Internet—may never be cured. (Negari Decl. § 10.)

C.  Verisign served third-party subpoenas across the country seeking other businesses’
trade secrets, resulting in numerous ancillary actions.

Verisign used discovery to conduct competitive research into other new competitors and
industry players. (See Tabandeh Decl. q 2.) It aggressively subpoenaed documents from over a
dozen third parties throughout the country. (/4.) Several subpoenas were subject to motions to
quash for being overbroad and seeking third parties’ trade-secret information that was not
relevant to this case. (/4.  3.) For example, Verisign subpoenaed confidential documents from
Donuts, Inc.—a Washington State-based domain operator that owns rights to over 180 new
domain extensions. (See id. q 2, 11.) The Western District of Washington quashed the portion of
Verisign’s subpoena that called for proprietary, irrelevant information. (/4. 12.) Undeterred,

Verisign filed a motion for reconsideration—which the court denied. (/4. 13, Ex. F.)
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Verisign served a subpoena on ICANN; the domain-name industry regulator. (/4. ] 2.)
Verisign demanded that ICANN produce all documents reflecting any agreements by other
domain-extension operators similar to the marketing agreement that XYZ entered into with
Web.com. (See id. q 15, Ex. H.)

Verisign used third-party discovery to uncover facts related to an entirely different lawsuit
Verisign eventually brought against XYZ. (See 7d. 99 16, 19, 20, Exs. I, L.) Specifically, Verisign
subpoenaed documents from third-party KBE demanding agreements and communications
between KBE and XYZ related to the new domain extensions <.theatre>, <.protection>, and
<.security>. (/d. q 16, Ex. I.) Verisign then sued XYZ for tortious interference and business
conspiracy relating to Verisign’s contract with KBE. (/4. q 19, Ex. L.) Judge O’Grady recently
granted XYZ’s motion to dismiss the business conspiracy claim because Verisign lacked facts to

support its conclusory allegations. (/4. q 20, Ex. M.)

D. This Court granted summary judgment because Verisign had no evidence for its false-
advertising claim.

Verisign’s complaint against XYZ alleged only a handful of statements that Verisign
considered false advertising. (See Compl.) But two weeks before the close of discovery, Verisign
supplemented its Rule 26 initial disclosures with a new list of 63 statements that Verisign alleged
caused it harm. (Tabandeh Decl. q 21; Dkt. 260-1; Dkt. 24.) The statements fall into four
categories: (1) statements about <.com> unavailability; (2) XYZ’s internal communications about
its revenues; (3) statements about <.xyz> registration numbers; and (4) statements about XYZ’s
marketing budget. (Opinion at 2.)

Despite 18 third-party document subpoenas, 25 depositions, eight expert opinions, and
seven ancillary actions across the country, the Court entered summary judgment in favor of XYZ
on November 20, 2015. (See Opinion; Tabandeh Decl. q 2-7.) Of the five necessary elements
for a false-advertising claim, the Court found Verisign established only one—that XYZ’s

statements were placed in interstate commerce, which was undisputed. (See Opinion at 5-14.)
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The Court found that none of the 63 statements was a false statement of fact actionable
under the Lanham Act. (See 7d. at 6-9.) Verisign had no evidence that the statements were
material, in that they were likely to influence consumer purchasing decisions. (/4. at 9.) Verisign
had no evidence of consumer deception. (/4. at 10-11.)

Finally, Verisign had no evidence of harm. (/4. at 12-14.) Verisign claimed a loss of <.net>
registrations even though its Complaint alleged false advertising about Verisign’s <.com>
business, an entirely different product. (See id.at 12-13; see also Compl.) But in public statements,
Verisign’s leadership blamed the decline in <.net> registrations to “headwinds” on competition
from new domain extensions generally, not XYZ’s statements. (Rebuttal Expert Report of Jothan
Frakes (Dkt. 240-11) q 59.)

Despite Verisign’s lack of evidence, it refused to engage in settlement discussions or even

participate in mediation. (Tabandeh Decl. q 23.)

III. Discussion

Courts may award reasonable attorney fees to a prevailing party “in exceptional cases”
under the Lanham Act. 15 U.S.C. § 1117(a). The Court may also—in its sound discretion based
on equities—allow a prevailing party to recover the reasonable and necessary expenses it
incurred in addition to taxable costs. People for the Ethical Treatment of Animals v. Doughney, 263
F.3d 359, 371 (4th Cir. 2001) (citing Dick’s Sporting Goods, Inc. v. Dick’s Clothing & Sporting
Goods, Inc., 12 F. Supp. 2d 499, 500 (D. Md. 1998), aff’d, 188 F.3d 501 (4th Cir. 1999)).

In Octane Fitness, the Supreme Court reviewed the exceptional-case standard under the
Patent Act, which provides the same language as the Lanham Act: “[t]he court in exceptional
cases may award reasonable attorney fees to the prevailing party.” Octane Fitness, LLC ». [CON
Health & Fitness, Inc., 134 S.Ct. 1749 (2014) (evaluating the “exceptional case” standard under
35 U.S.C. § 285). Applying the ordinary meaning of “exceptional,” the Octane Fitness Court held

that: “ An exceptional case is simply one that stands out from others with respect to the
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substantive strength of a party’s litigation position (considering both the governing law and the
facts of the case) or the unreasonable manner in which the case was litigated.” Id. at 1756.

Under Octane Fitness, district courts determine whether a case is exceptional, in their
discretion, on a case-by-case basis based on the “totality of the circumstances.” Id. “[N]o bright-
line rules define the parameters of what is exceptional, and no single element, such as
baselessness or sanctionability, is dispositive.” LendingTree, LLC v. Zillow, Inc., 54 F. Supp. 3d
444, 457 (W.D.N.C. 2014) (citations and quotations omitted). In short, “it is within a court’s
discretion to find a case ‘exceptional’ based upon ‘the governing law and the facts of the case,’
irrespective of whether the losing party is culpable.” Id. (citing Fair Wind Sailing, Inc. ».
Dempster, 764 F.3d 303, 314 (3rd Cir. 2014)).

The Octane Fitness standard applies to exceptional-case determinations under the Lanham
Act. Georgia-Pacific Consumer Prods. LP v. von Drehle Corp., 781 F.3d 710 (4th Cir. 2015). In
Georgia-Pacific, the Fourth Circuit held that a district court may award attorney fees to the

prevailing party under the Lanham Act when:

(1) there is an unusual discrepancy in the merits of the positions taken by the
parties, based on the non-prevailing party’s position as either frivolous or
objectively unreasonable; or

(2) the non-prevailing party “has litigated the case in an ‘unreasonable
manner’”’; or

(3) there is otherwise “the need in particular circumstances to advance
considerations of compensation and deterrence.”

Id. at 721 (citations omitted). All three apply here.

Verisign advanced objectively unreasonable and baseless arguments and ligated the case
unreasonably. And under the totality of the circumstances, this case stands out from others.
Verisign filed and prosecuted this lawsuit for the improper purpose of burying XYZ in expensive
litigation, and obtaining XYZ’s highly confidential competitive information. Verisign also used
this litigation for the anticompetitive purpose of sending a message that no other competitors

should say anything bad about Verisign—no matter how true.
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A.  This case stands out from others because Verisign was objectively unreasonable in
that it had no basis for its claim from the beginning, and could never show a false
statement.

A court determines whether a claim is objectively unreasonable by “an objective
assessment of the merits of the challenged claims and defenses.” Old Reliable Wholesale, Inc. v.
Cornell Corp., 635 F.3d 539, 544 (Fed. Cir. 2011) (internal quotations omitted). Verisign’s claims
lacked merit from the beginning.

Verisign did not require subpoenas to learn that <.com> lacks availability. Its own data
demonstrated that 99% of <.com> registration requests are for names already registered. Verisign
should have known that what constitutes a “good” domain name is a matter of opinion. Its own
<.com> availability expert—a Verisign employee—admitted that a “good” name is subjective to
the consumer.

Similarly, Verisign also knew its allegation that XYZ misrepresented <.xyz> registration
numbers was meritless. Verisign conceded that a public “zone file” is a subset of the registry
database listing most of the domain names in a TLD. XYZ’s zone file showed that its statements
about the number of <.xyz> registrations were accurate.

Since XYZ’s statements were obviously not false, Verisign’s case was groundless and
unreasonable. See Cairns v. Franklin Mint Co., 292 F.3d 1139, 1156 (9th Cir. 2002) (“The false
advertisement claim was groundless and unreasonable because the statements in the
advertisements at issue were true and [plaintiff] had no reasonable basis to believe they were
false.”) The lack of an adequate precomplaint investigation makes this case exceptional. See
Lumen View Tech., LLC v. Findthebest.com, Inc., 24 F. Supp. 3d 329, 336 (S.D.N.Y. 2014) (finding
the case to be “exceptional” because “the most basic pre-suit investigation would have
revealed” that the plaintiff’s claim lacked merit).

Verisign had no evidence of materiality. It did not identify a single consumer who was
deceived —or even influenced in making a purchasing decision—by any XYZ statement.
Verisign’s Rule 30(b)(6) corporate representative could not identify a single person who registered

a <.xyz> domain name because of XYZ’s statements. While Verisign could have tested for

10
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materiality in its consumer survey, it either chose not to or obtained unfavorable results that it
did not disclose.

Verisign’s damage theories lacked a basis in fact and law. When Verisign filed its complaint
alleging false advertising about its <.com> registry, it knew that <.com> registrations
continuously increased both before and after XYZ’s statements. And Verisign had no evidence
that XYZ’s statements caused a decrease in <.net> registrations. Nor did Verisign attempt to
explain how statements about <.com> caused a decline in <.net> registrations.

Verisign’s damages expert concluded that XYZ’s statements caused a decline in <.net>
registrations simply because the decline coincided with some of XYZ’s statements. But Verisign
publicly admitted that the decline in <.net> registrations was due to the introduction of new
competition generally. Verisign’s reliance on mere correlation as the sole basis for alleging
causation was objectively unreasonable.

Although Verisign sought to recover damages for lessening of goodwill, it presented no
evidence of irreparable harm. Instead, Verisign argued that harm is presumed, a position that the
Supreme Court has twice rejected in the past decade. See eBay, Inc. v. MercExchange, L.L.C., 547
U.S. 388, 393-94 (2006); Winter v. Natural Res. Def. Council, Inc., 555 U.S. 7, 22 (2008).

Verisign’s claimed corrective-advertising damages also lacked support. Verisign claimed
that XYZ’s statements about <.com> forced Verisign to place “corrective advertising” that cost
nearly $1.5 million. But discovery revealed that the advertising was directed at addressing the
longstanding perception that good <.com> domain names are not available. Verisign was
objectively unreasonable to demand XYZ pay $1.5 million for advertising to correct a perception
that existed in the market for years before XYZ’s existence.

The facts in this case are similar to 7ire Kingdom, Inc. v. Morgan Tire & Auto, Inc., 253 F.3d
1332, 1336 (11th Cir. 2001). On appeal in a Lanham Act false-advertising case, the court affirmed
the finding of an exceptional case and fee award. /4. “Of the five elements necessary to prove a
Lanham Act violation, the magistrate judge concluded that Plaintiff could only have established
one element: that the goods traveled in interstate commerce.” Id. The plaintiff also presented no
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evidence of materiality or reliance, nor of causation or damages. Id. Tire Kingdom and this case
have the same facts. Of the five elements, Verisign could only show one: XYZ made statements
in interstate commerce. And the Court here found, like in 77re Kingdom, that Verisign failed to
present evidence of materiality, reliance, causation, or damages. For the same reason that the
Tire Kingdom court affirmed, this Court should award XYZ its reasonable attorney fees and
expenses.

Rebuffing XYZ’s attempts to settle or mediate, Verisign proceeded on an objectively weak
claim that it should have known lacked merit, forcing XYZ to pay the price. The Court should
conclude that this was an exceptional case under the Lanham Act and award XYZ the fees and

costs it incurred defending Verisign’s ruthless, yet meritless, lawsuit.

B. This case stands out from others because Verisign litigated in an unreasonable
manner, and the evidence suggests that it initiated this litigation for an improper
purpose—to thwart competition.

The Court may also award fees when a party’s unreasonable conduct —while not
necessarily independently sanctionable—is nonetheless exceptional. See Octane Fitness, 134 S. Ct.
at 1757. A case is “exceptional” under the Lanham Act when the plaintift sues a new competitor
with the goal of driving it out of the market by imposing heavy litigation costs. Vightingale Home
Healthcare, Inc. . Anodyne Therapy, LLC, 626 F.3d 958, 962-63 (7th Cir. 2010) (citing Peaceable
Planet, Inc. v. Ty, Inc., 362 F.3d 986, 987 (7th Cir. 2004). That is precisely this case.

Verisign filed this lawsuit to harass its most successful new competitor, send a message to
other competitors by making an example out of XYZ, and gain otherwise forbidden access to its
competitors’ most sensitive competitive information. Verisign resisted a two-tiered protective
order and sought free access to XYZ’s highly-sensitive information to unfairly compete with
XYZ.

After the Court entered a two-tiered protective order, Verisign moved for a blanket
redesignation of thousands of XYZ’s confidential documents based on eight cherry-picked
documents. Although the Court redesignated some of the materials, it flatly rejected Verisign’s
request for broad unfettered access to XYZ’s confidential information.
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Then Verisign leaked XYZ’s highly confidential information in a publicly filed trial-exhibit
list. Verisign could have identified the exhibits by a general summary—as is customary. But
instead it offered unnecessarily detailed descriptions of XYZ’s confidential business deals and
sensitive business communications. As the industry incumbent, Verisign knew the value to XYZ
of maintaining the confidentiality of its business dealings, including pricing and exclusivity
arrangements. Verisign knew precisely how, and to what extent, public disclosure of XYZ’s
confidential information would harm XYZ’s business relationships.

Additionally, Verisign abused third-party discovery to get a free peek at other competitors’
confidential information and intimidate other industry players from conducting business or even
communicating with XYZ. Verisign served overly broad subpoenas on XYZ’s business partners,
Daniel Negari’s accountant, industry-regulator ICANN, and competitor Donuts. Whenever a

third party resisted turning over the requested information, Verisign fought them in ancillary

actions across the country.

C. The totality of circumstances leads to the inference that Verisign uses litigation to
stifle competition, and fairness weighs in favor of an exceptional case based on the
disparity of the parties’ resources.

This is not the only case Verisign filed against XYZ. In a separate lawsuit Verisign recently
filed against XYZ, Judge O’Grady dismissed a conspiracy count for failure to state a claim.
Verisign is reckless in filing meritless lawsuits to harass its competition.

This case was not easy on XYZ. Verisign imposed limitless discovery —numerous
depositions, including all of XYZ’s employees, dozens of third-party subpoenas, and incessant
motion practice. Verisign forced XYZ to fund defending an enormous litigation despite the
tenuous nature of Verisign’s claim. In contrast, Verisign has unlimited resources to litigate.
Verisign is a highly-profitable $10-billion public company with an in-house legal team. For
Verisign, the expense for this litigation is merely a rounding error.

The impact is much different for XYZ. The attorney fees in this case could have forced
XYZ out of business if the litigation continued any longer. The parties were not equally situated

because of the disparity of resources.
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Now that XYZ has succeeded in its defense, Verisign should pay the fees and costs XYZ
had to incur. Awarding XYZ its reasonable attorney fees would deter Verisign from using
litigation to stifle other competition in the marketplace. XYZ should be able to recover for some
of the harm Verisign’s litigation has done to its business and bank account. Considering the
totality of the circumstances, this qualifies as an exceptional case. The Court should award XYZ

its reasonable attorney fees and expenses.

IV. Conclusion

The Fourth Circuit recognizes three independent bases for identifying an exceptional case.
All apply here. This case lacked merit from the beginning. Verisign litigated unreasonably —
abusing discovery to harm competitors and access their otherwise forbidden trade secrets. The
totality of the circumstances and basic fairness dictate that XYZ should recover its fees and costs
incurred defending this litigation.

A fee award will deter Verisign from filing further baseless lawsuits, which Verisign
demonstrated is a relevant concern by filing yet another lawsuit against XYZ even while this one
was pending. XYZ respectfully requests that the Court declare this case exceptional and award
Defendants an estimated $1.3 million in fees and $300,000 in nontaxable expenses they incurred

defending this case.?

2 XYZ will submit a petition for reasonable fees and nontaxable expenses, along with supporting
documentation, within 10 days after an order issues declaring this an exceptional case.
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