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1. INTRODUCTION: POLITICAL AND LEGAL CONTEXT

The .eu top-level domain (TLD) was established by Regulation (EC) No 733/2002 of the
European Parliament and of the Council of 22 April 2002 on the implementation of the
.eu Top Level Domain, following discussions for the creation of a single top-level
domain for European Union that were initiated by the European Council in 1999. The .eu
TLD is governed by the implementing rules of Commission Regulation (EC) No
874/2004 of 28 April 2004 laying down public policy rules (PPR) concerning the
implementation and functions of the .eu TLD and the principles governing registration.
Both Regulations are referred to in this document as the ".eu Regulations".

The .eu TLD was delegated® by the Internet Corporation for Assigned Names and
Numbers (ICANN) on 22 March 2005 and uploaded in the Internet root zone on 2 May
2005. It was formally launched in April 2006.

The domain name is operated and managed by EURIid? a non-profit organisation
appointed by the European Commission under a service concession contract to act as its
registry in 2003. On 12" April 2014 the service concession contract was renewed and it
was awarded again to EURId.

Today the .eu TLD is the eighth largest country code TLD (ccTLD) in the world® with
over 3,7 million registrations (end of Q3 2017)*. The .eu TLD is also used by all EU
Institutions, Agencies and Bodies, as well as for a number of their projects and
initiatives.

The vision behind the creation of the .eu TLD was broad and ambitious, ranging from the
acceleration of electronic commerce, the promotion of the use of - and access to -
Internet networks and the virtual market place, as well as the promotion of the European
Union image on global information networks and the improvement of the interoperability
of trans-European networks.

! For an explanation of all technical terms used in this document, see the Glossary. In the Domain Name
System (DNS), the ‘delegation’ of a domain name occurs when the relevant Top Level Domain (in this
case, .eu) is published in the root IANA database by ICANN. Publication in the root IANA database
enables a code (e.g. .eu) to operate as a top level domain as part of the Domain Name System.

2 EURId stands for European Registry of Internet Domain Names.

¥ Verisign Domain Name Industry Brief, https://www.verisign.com/assets/domain-name-report-
Q32017.pdf

* EURId Quarterly Report, Q3 2017 https://eurid.eu/media/filer_public/62/aa/62aa8f63-e0ff-42c9-9fdf-
b50e2c45601f/quarterly _report_g3_2017.pdf
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The .eu TLD is used today by companies and individuals to: 1. Indicate that the website
owner is European, and is open for business across the 28 EU Member States and
European Economic Area (EEA) countries®; 2. Signal quality and trustworthiness: a .eu
website indicates that it belongs to a legal entity in the EU and is therefore subject to EU
law and trading standards.

As the Internet has spread throughout the world and grown in commercial importance,
there have been significant evolutions in the domain name market, in the global Internet
governance, as well as in the European Union digital priorities.

A key priority of the Juncker Commission (2014-2019) is the creation of a Digital Single
Market (DSM)®. It aims at removing existing barriers in the delivery of goods and
services within the EU, thus boosting the EU economy and facilitating e-commerce
across Member States, with a number of initiatives to reinforce security and trust in the
online environment, promote European entrepreneurship and start-ups and uphold
citizens' rights, including privacy, in the digital age.

In this context, the .eu TLD, as a trusted symbol of European digital identity, is still a
strategic tool which can positively complement the initiatives for the completion of the
DSM.

The objective of this impact assessment is to analyse, in line with the Better Regulation
guidelines, how to address the problems identified in the retrospective evaluation, and
where elements of the .eu Regulations are unfit for addressing new challenges, to identity
and assess options which will allow the .eu TLD to continue to fulfil its mission in the
future.

2. PROBLEM DEFINITION
2.1.  What is/are the problems?

The original .eu Regulations were pivotal in enabling the creation of a dedicated
namespace for the European Union. The .eu TLD, first launched in 2006 in accordance
with the .eu Regulations, is a success. Despite being a late-comer’ to the European TLD

> Countries that are candidates to join the Union have the possibility to add their list of reserved names to
the Annex containing the list of names reserved by Member Stares in Commission Regulation (EC) No
874/2004.

® The DSM strategy was established following Commission Communication COM/2015/0192.

" The .eu entered the market in 2006, much later than the years of the rapid growth in European domain
name registrations of the early 2000s. Coming after the first wave of ccTLDs and gTLDs (such as .de, .fr,
.uk and .com), the .eu TLD had to make space for itself in markets that had already become established.
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market, the .eu Registry has managed to establish a healthy market share throughout the
EU and EEA. Its rate of renewal and growth are in line with industry trends in the EU.

According to the findings of the retrospective evaluation:

The .eu Regulations have been efficient in making .eu domains widely available
throughout the EU, at a low cost for the consumers®, providing an identifiable
link between the TLD and the European Union. However, their rigid requirements
are causing inefficiencies which place the .eu TLD at a competitive disadvantage
in the market, reducing the possible benefits in terms of supporting ecommerce or
the single market.

While the .eu Regulations have been effective in supporting ecommerce and the
internal market with the .eu TLD being particular appealing for business use,
there are starting to be early signs of relative decline in the .eu TLD’s
performance®.

Over the years, it has become apparent that the .eu Regulations reflect the domain
name market as it was in 2002-2004, and are no longer effective, efficient, or
coherent in today’s fast-changing technological market environment. With
detailed provisions, which are time-consuming and costly to change, the .eu TLD
is unable to implement operational or technical changes as swiftly as the market
demands and as its competitors are able to.

The objectives of the .eu Regulations continue to be relevant to EU citizens.
However, the .eu Regulations are now no longer in step with international best
practices. The rules for registration (‘eligibility criteria’) restrict the availability of
.eu domains to registrants located in the EU and EEA.

The regulatory framework for the .eu TLD is no longer coherent with its
objectives. Most ccTLDs within the EU are not subject to the same regulatory
burdens as the .eu TLD, which risks placing the .eu Registry at a competitive
disadvantage amid toughening market conditions. Neither the .eu Regulations nor
the operation of the .eu Registry are coherent with international best practices in
relation to internet governance, which favours a multi-stakeholder approach
rather than governmental regulation.

8 Please refer to section 6.1 for information about the price

% See section 5 of the evaluation report
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While Regulation 874/2004 has been amended on four occasions to introduce technical
updates™ and Regulation 733/2002 has been amended once in 2008 merely to adapt it to
the regulatory procedure with scrutiny™, the .eu Regulations have never been fully
reviewed to ensure that they are modernised and freed of cumbersome administrative or
implementation costs and thus they still deliver effectively their intended benefits of
supporting online cross-border activities and promoting EU identity.

The .eu is a well-established TLD and the evaluation has shown that it continues to
function well. The problem that this initiative is trying to tackle is that the two
Regulations governing the .eu are outdated and rigid, in the sense of (i) obsolete or rigid
provisions that cannot easily be updated, and in the sense of (ii) not providing for an
optimum governance structure in terms of oversight and accountability in line with the
Commission’s stated approach to internet governance, so that (iii) increasing difficulties
can be foreseen for the .eu TLD in a time of a rapidly evolving market.

The problem currently is not dramatic: it is observed in the functioning and management
of the .eu TLD and therefore at the moment it affects primarily the actors that are
involved in these functions, i.e. the registry and the Commission and to a lesser extent the
registrars. Nevertheless, if precautionary action is not taken, the problem is likely to
become large enough to affect end users, in terms of the sustainability of the .eu
extension and the attractiveness of the .eu compared to other competitive domain names.

In a nutshell, the initiative is about making sure that a TLD that has worked relatively
well continues to do so in the future, so that it still effectively delivers its expected
benefits. The issues addressed by this REFIT initiative are of a predominantly technical
nature pertaining to the domain name system (DNS) and/or of administrative nature
pertaining to the day-to-day management of the .eu TLD; as such this review is of limited
scope. Also, as explained above, the problem is not felt directly but by the registry
operator, the Commission and to a lesser extent the registrars; hence it is of limited
impact. These factors explain the relative lack of stakeholder interest in the initiative.

To mitigate that the Commission launched in parallel to the online public consultation,
targeted consultation activities to reach out to stakeholders. Apart from the online public
consultation, the consultation strategy included a formal brainstorming workshop with
the current registry on the REFIT review, as well as other informal exchanges. To engage
the registrars, two consultation sessions were held during the ICANN meeting*? in

19°See consolidated version of EC 874/2004 showing various amendments introduced
http://data.europa.eu/eli/req/2004/874/0j

11 See consolidated version of EC 733/2002 http://data.europa.eu/eli/req/2002/733/0j

2 |ICANN meetings bring together the DNS industry: registries, registrars, as well as representatives from
users' community and countries.
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Copenhagen and the ICANN meeting in Johannesburg. Another consultation session was
held with the Registrar Advisory Board of EURid™. On top of this, the Commission
launched a survey (through a specialised survey company) among the .eu registrars.

Another group of stakeholders are the .eu peers (other TLDs registries), including the
European ccTLDs association which is CENTR, and ICANN. These stakeholders are
well placed to evaluate the .eu framework and future options against current practises in
the DNS ecosystem, but have low interest in the initiative and in participating in the
consultation. Or they even refrain from expressing a view, given that the .eu TLD is a
peer/competitor in the industry (in the case of other registries) or a member (in the case
of CENTR and ICANN). As we expected, these stakeholders did not respond to the
online public consultation. To gather input from them, the Commission launched a
survey with targeted questions within the CENTR members, held a consultation session
with .eu peers at the CENTR General Assembly and a consultation bilateral meeting with
ICANN.

Finally, end users, because of the technical nature of the initiative and the limited/ only
indirect impact on them, did not actively participate to the consultation, as shown by the
low number of contributions collected during the online public consultation. To mitigate
that, we sent targeted emails to European consumer and business associations to engage
them. This generated some written contributions (although still limited).

The Commission also regularly informed Member States on the various stages of the
REFIT, via the High Level Group on Internet Governance. Member States did not
provide any particular feedback as their ccTLDs are not be affected by this initiative.

Figure 1. Problem tree

13 The Registrar Advisory Board has been set up by the current registry to gather advice and input from the
.eu registrars on practical modalities and policies with respect to the way the .eu TLD is operated,
marketed, etc. Accredited .eu registrars are sitting in this Board, members are rotating every two years.
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‘ Contribution of .eu domain to Digital Single Market and online EU identity not fully exploited ‘
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2.2.  What are the problem drivers?

Three main drivers have been identified (see figure 1): outdated and rigid legislation
(2.2.1.); deficiencies in governance and accountability (2.2.2.); and a rapid evolution of
the market (2.2.3.).

2.2.1. Outdated and rigid legislation

The .eu TLD has been one of the most successful implementations of a new Top Level
Domain. Coming after the first wave of ccTLDs and gTLDs (such as .de, .fr, .uk and
.com), the .eu TLD had to make space for itself among the so-called legacy TLDs.

While the .eu Regulations have been effective in creating the new TLD and supporting its
successful implementation, the relative stagnation in the number of registrations is due in
part to an outdated and ineffective legislative framework™.

The .eu Regulations contain some detailed provisions that have not been used since 2006
and are no longer needed as they relate to the set up phase of the .eu TLD, such as
chapter IV of the Commission Regulation No 874/2004. These entail a phased
registration, which aimed to protect the interest of intellectual property rights holders

1% Please refer to the evaluation
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against speculation and so-called ‘cybersquatting’*®, by giving the possibility for eligible
parties to apply for a .eu TLD before the general registration started. Such a provision is
of less relevance today and merely prolongs the process.

Other provisions relating to operations to set up the .eu TLD had only been envisaged as
once-off actions, whereas they proved to be required on an ongoing basis to manage the
.eu TLD. For instance, the process for reserving .eu TLD names for the European Union
institutions and/or Member States and/or Candidate countries, as described in article 9 of
Commission Regulation No 874/2004, could be done no later than a week before the
beginning of the phased registration period. The Regulation does not include any
provision for updating the list of such reserved domain names for the European
Institutions on a regular basis. Consequently, the procedure for reserving new .eu TLD
names for the European Union institutions and/or Member States and/or Candidate
countries is not only a cumbersome and inefficient process, but it might be questioned
from a legal perspective.

For example:

e Internationalised Domain Names (IDNs) are an enhancement to the Domain
Name System (DNS) which allows the introduction of names in scripts and
alphabets other than in ASCII characters®™. This is considered a way to encourage
Internet usage amongst the local population. The .eu supports all 24 official
languages of the EU, including Bulgarian and Greek, which require domain
names in Cyrillic and Greek scripts. To implement updates in the technical
standards relating to IDNs Commission Regulation 874/2004 had to be amended.
The process took the Commission 19 months (solely due to the obligation to
amend the Regulation), whereas for example the German ccTLD registry was
able to implement the updates®’ within one month of publication.

e Chapter VI of Commission Regulation 874/2004 sets out rules for the resolution
of domain name disputes, the .eu Alternative Dispute Resolution (ADR). Having
such detailed provisions at the level of Regulation prevents flexibility or changes
to practices in response to market conditions. Despite provisions in Regulation
733/2002 that the dispute resolution should reflect international best practices, the

!> The practice of registering names, especially well-known company or brand names, as Internet domains,
in the hope of reselling them at a profit.

16 American Standard Code for Information Interchange.

7 The technical standards for internationalised domain names were updated (IDNA 2008) to support a
small number of characters within the domain name system. Of the four characters implemented by the
standard, only two are relevant to European languages, namely the German sharp ‘s’ (), and the Greek
terminating sigma (g). For guidance on the IDNA 2008 standard, see
http://unicode.org/reports/tr46/#1DNA2008-Section
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.eu ADR is inconsistent with international best practices. For example the .eu
ADR contains a prohibition on speculative domains, considers non-use as a
criterion for deletion, and displays inconsistencies as to remedy (Article 21 refers
to ‘revocation’ of domains, whereas Article 22(b)(11) refers to ‘transfer’) in the
wording of the procedure.

e Article 17 of Commission Regulation 874/2004 provides 5 names that the registry
can reserve for itself. In fact, today the registry uses different names than the ones
listed in this article. Flexibility to permit the registry to reserve the necessary
domain names for its operational functions (without having to amend the
Regulation to that end) is needed.

e To implement a security feature for Greek and Cyrillic domain names®, it was
necessary article 3 of Commission Regulation 874/2004. The change enabled the
flexibility technical checks to take place prior to the registration of a .eu domain
name, rather than only after a domain name was registered. The work took 37
months.

The .eu Regulations are also outdated in the sense that they do not adequately take into
account and support the role that the .eu Registry can play in contributing to a
trustworthy, reliable, resilient and safe online environment™ and in promoting EU values
like multilingualism on the Internet.

The retrospective evaluation identified an additional issue relating to the legal
framework, which is the need to assess whether the eligibility criteria for registration
should be amended. This issue deserves a special attention because of its direct link with
the EU identity.

According to article 4(2)(b) of Regulation (EC) No 733/2002, the .eu TLD is available
for registration by organisations and companies in, and residents of, EU member states,
plus Iceland, Norway or Lichtenstein (EEA). Part of the findings that emerged from the
evaluation is that the "residency principle” for registrants, as established in the current .eu
Regulations, is not fair to EU and EEA citizens: if an EU/EEA citizen lives abroad but
still has an EU/EEA nationality and passport (and as such is even allowed to vote in
national elections), he/she is not allowed to register a .eu TLD name. On the other hand,
it is possible to circumvent restrictions on eligibility for registering a domain name

'8 To implement homoglyph bundling to avoid homograph attacks. For an in-depth explanation of
homoglyph bundling and an example of a homograph attack see https://eurid.eu/en/other-
infomation/fag/technical-and-privacy-enquiries/what-is-hnomoglyph-bundling-does-eurid-offer-it/ and
https://www.theregister.co.uk/2017/04/18/homograph_attack again/

¥ TLD name registries are considered operators of essential services for digital infrastructure. (Directive
(EU) 2016/1148 of the European Parliament and of the Council of 6 July 2016 concerning measures for a
high common level of security of network and information systems across the Union).
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through the use of proxies, i.e. a person or organisation who does not comply with the
relevant restrictions arranges for registration of a domain name through a third party
proxy. This can limit the effect in achieving the intended objective of restricting
registrations to registrants residing in the EU.

The issue is becoming further complicated with respect to the UK leaving the EU. At the
end of Q3 2017, there were more than 300 000 .eu TLD names registered by UK-based
registrants®, showing that the UK is ranked fourth in terms of the highest number of
registrations (following Germany, France and the Netherlands). From a registrar and
registrant perspective, the UK represents one of the largest markets for the .eu TLD.
According to the current eligibility criteria, UK registrants will not be eligible for a .eu
TLD if the country leaves the EU. A reduction in registrations is a concern for the
sustainability of the .eu TLD given increased competition in the market.

2.2.2. Deficiencies in governance and accountability

The .eu Regulations contain little or no guidance on the standards of technical
competence and corporate governance expected from the .eu Registry operator. The
retrospective evaluation showcased some concerns in this regard, whereas it is unclear
whether/which regulatory tools exist for the Commission to ensure that the Registry is
operated according to the public policy interest and under the strictest rules of
transparency, fairness and accountability.

An example with respect to technical competence is the recent routine software update by
the .eu Registry on 11 October 2017, which resulted in a two days outage of the registry
website eurid.eu (and registration services]. The technical resolution of existing .eu TLDs
was not affected, but the outage resulted in the lack of availability of basic registration
services, lack of ability for law enforcement authorities and others to find out the details
of those responsible for individual .eu TLDs (or websites) through the WHOIS database.
This outage should have been prevented by the business continuity and resilience plans
of the .eu Registry. The impact of such technical outages on the EU and EEA registrants
is a loss of key services in relation to .eu, and if such outages became a common
occurrence, they would lead to a loss of trust and confidence in the .eu TLD.

As regards corporate governance, for example there is no guidance on how long
individual board members are permitted to serve. The Articles of Association require the
board to establish internal policies and procedures regarding conflicts of interest,
corporate governance and accountability, and the service concession contract contains
detailed obligations on conflicts of interest. There could be more information made

0 EURId Quarterly Report, Q3 2017, page 6, https://eurid.eu/media/filer_public/62/aa/62aa8f63-e0ff-42¢c9-
9fdf-b50e2c45601f/quarterly report g3 2017.pdf
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available on the website of the .eu Registry on key governance issues such as the number
of directors, how such directors are appointed, the role of the board of the .eu Registry,
processes for removing directors, evaluating performance, ensuring accountability or
performing reviews, information that are necessary for transparency and accountability
purposes. The CEO and three of the five Board directors®* have all been in place since
the foundation of the company in 2004. Another individual has been serving on the
board since April 20009.

An audit report on the governance of the .eu Registry, conducted by the Commission in
2013, highlighted potential commercial conflicts of interest.

2.2.3. Rapid evolution of the market

Since the establishment of the .eu TLD over 10 years ago, the Internet eco-system has
incurred major transformations. In general, the Internet-driven revolution has brought
significant changes in the way businesses operate online and citizens access (new)
content and services through the Internet. TLD operators have become important players
in the Internet-ecosystem, as they manage a critical element of the Internet core technical
infrastructure.

Today's domain name market is very different from 15 years ago, due to the following
changes:

- In March 2002, the ICANN Board passed a resolution “stating the organisation's
strong position for the implementation of "strict separation” of registries and
registrars for new gTLDs”. The ICANN Board also stated that co-ownership was
prohibited. In November 2010, the ICANN Board changed their position and
therefore, allowed the so-called “vertical integration” which empowers registries
to be also registrars and vice versa.

- Internationalised Domain Names (IDNs) were first launched in 2004 thanks to the
IDNA protocol, and are now based on IETF standard RFC5890 published in
2010, which use the Punycode encoding algorithm to represent non-ASCII
characters found in Latin scripts with diacritics and accents, Arabic, Chinese,
Cyrillic, Hindi and other languages, into ASCII (plain text characters and
numbers) domain names that the DNS system can resolve. This allows Internet
users to type a domain name in their local script using their native language,

2! See appointed dates for directors from company search
http://kbopub.economie.fgov.be/kbopub/toonondernemingps.html?ondernemingsnummer=864240405
three of five were appointed on 29 February 2004, and one other individual was appointed 2009.
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instead of an ASCI|I transliteration. IDNs at the second level started being offered
in 2007-2009.

- In late 2009, the Internationalised Domain Names — domain names containing
non-ASCII characters — were enabled at the top level via the so-called IDN
cCTLD Fast Track.

- In 2011, the ICANN Board approved a massive expansion of the domain name
system via the launch of a new generic Top-Level Domain (new gTLD) round.
The first new gTLD started being delegated in 2013 and at present, ICANN has
delegated more than 1 300 new gTLDs which enjoy liberal rules in terms of
marketing and vertical integration. Discussions for an additional expansion of
gTLDs have started and a new wave of new gTLDs is expected to occur in the
next five years.

- Most of the ccTLD registries have completely deregulated their markets,
removing barriers to registration which were associated with the
residency/citizenship of the registrant, and/or lifting the requirement of assigning
only a limited number of domain names to individuals and/or companies (e.g.,
these changes occurred for .fr, .es, .it, .pt, .pl for instance);

- Security elements around domain names have become more and more relevant in
the past decade. DNSSEC, short for Domain Name System Security Extensions,
is an enhancement to the DNS protocol that ensures a greater level of trust when
resolving domain names. Most of the registries enabled DNSSEC for the
extension? they manage at the top level and for any second level registered
domain name.

At the end of Q3 2017, there were 330.7 million domain names across all top-level
domains (TLDs) globally®.

The latest CENTR Domain Wire* clearly shows that the TLDs market is still adjusting
and will continue to adjust to the multiple changes that have occurred in recent years.

“Over the past 2 years, quarterly growth rates have been decreasing since peaks
in early 2016. The slowdown is the result of deletes after a period of increased
investment from Chinese registrants. Other explanations to the slowdown are

22 Extension is another term for a domain name

2% Verisign Domain Name Industry Brief Q3 2017 https://www.verisign.com/assets/domain-name-report-

Q32017.pdf
** CENTR's statistical quarterly report on ccTLD.
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specific TLDs, such as .xyz and .top, which have contracted significantly. Without
these outliers, global TLD growth would be at 1.0% for Q3 2017 and 2.5%
YOY®,

“There are around 71 million domains across 56 ccTLDs in the European region.
Overall growth over the region was 1.8% with a median rate of 2.9% "°.

“Market share of ccTLDs in European countries ranges from 16% to 79%, with
an average of 54%. These figures include gTLDs as well as other European
ccTLDs registered from within the country 2l

Most of the European registry operators managed well to cope with these changes by
speeding up deregulation processes (e.g. .fr, .pt, .es) and introducing new services, or by
expanding their range of activities in the domain name environment. Over twelve
European ccTLD registries are involved in additional activities such as: being the registry
manager of other extensions; providing back-end services to other extensions; offering
Internet of Things related services; setting their own registrar (e.g. .se); being appointed
as ICANN-accredited Third Party Provider for Registrar Data Escrow (e.g. .de), and;
offering Anycast services® to other registries (e.g. .de).

Overall, the TLDs market is becoming more competitive and more aggressive — in terms
of registration policies and marketing strategies — and more diversified, in terms of the
activities which a registry operator might get involved in.

Considering the rigidity and lack of flexibility of the current .eu regulatory framework,
the .eu TLD (and its registry operator) is at a disadvantage against the fast-changing
domain name environment. Considering further that market conditions and fluctuations,
as well as the overall rules applicable to gTLDs, are not within EU control, it will be
crucial for the long-term sustainability and market competitiveness of the .eu TLD that
its regulatory framework provides ready flexibility and adaptation potential to enable the
.eu TLD to cope with future unforeseeable market developments.

> CENTR Domain Wire Q3 2017.
%6 CENTR Domain Wire Q3 2017.
2 CENTR Domain Wire Q3 2017.

%8 Anycast is an addressing and routing methodology wherein multiple physical endpoints are logically
denoted by a single IP address.

13

www.parlament.gv.at



2.3.  How will the problem evolve?

Keeping the .eu Regulations/legal framework unchanged will potentially have
detrimental consequences for the .eu TLD, and hamper its potential to contribute
effectively to the DSM long-term strategy and to the online EU identity.

The following (not exhaustive) consequences for the future of the .eu top-level domain
can be expected:

Possible overall stagnation of the .eu registration. As extensively demonstrated by
the last decade’s facts in the domain name industry, the market for new domain name
registrations has already experienced market shocks and fluctuations following the
launch of the new gTLDs. The rapid changes to the DNS environment may lead to
the introduction of new features and stakeholders, including from a further round of
new gTLDs, which is expected to occur in the next five years. The .eu TLD should be
enabled to cope with such future challenges. Outdated and/or overly rigid rules will
restrict the .eu Registry’s ability to enhance the .eu TLD environment.

Negative perception of the .eu TLD as too bureaucratic and/or as an institutional
extension. The .eu TLD is deeply linked to the European Union profile and events
(see the recent drop of registrations and renewals of.eu domain names in the UK
following that Member State’s decision to exit the European Union). The
bureaucratic image is strengthened by delays such as the Commission taking more
than 30 months to enable the .eu Registry operator to offer the new characters
supported by the IDNA2008 protocol, and this is a poor outcome for the image of the
.eu TLD. The expansion of the gTLD market, and the consequential regulatory
changes, which occurred between 2012 and 2014 could happen again. When
technical standards are dramatically modified, it can pose an existential risk to the .eu
TLD, because of the over-long lead times for amending its basic rules to support new
standards. This would significantly affect registrants and registrar users' satisfaction.

Decreased trust in .eu at multiple levels. Trust is one of the most important elements
in the DNS environment. Respect for a TLD extension necessarily stems from trust in
its policies and procedures. And to be trusted, these policies and procedures must be
modern and regularly updated. At the same time, trust is and will always be
connected to the reputation of the registry operator. Recent events which occurred in
some registries, such as .dk, .pl and .au®, showed how a decline in the reputation of
the TLD registry operator may adversely impact the trust in the products that
registries are offering. A failure to introduce enhanced governance measures at the

2 https://www.theregister.co.uk/2017/07/29/chair_australias_internet_registry_out/?page=2
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level of the .eu Registry operator could increase the risk of reputational damages and
will not bring the overall .eu Registry administrative structure up to speed with the
most recent developments in the overall Internet governance organisations. As an
important element of the digital identity of Europe, .eu must reflect a similar high
reputation as that enjoyed by the European Union.

e Possible financial unsustainability. Should the volumes in new registrations and
renewals drop, the financial stability of the .eu TLD will be negatively affected.
Although a drastic drop is admittedly not likely for the .eu TLD, it should not be
completely excluded. The negative impact will be further aggravated by the inability
of the .eu Registry operator to differentiate its products and use its expertise to
provide other services, unlike its industry peers which are getting involved in
diversified activities to cope with the rapid changes in the DNS environment. At the
moment the .eu is self-financed. In case financial problems arise, either the price of
.eu domain names will have to increase or the EU may have to contribute to ensure
the continued availability of the .eu TLD.

3. WHY SHOULD THE EU ACT?
3.1. Legal basis

According to Regulation (EC) No 733/2002, the legal basis for the EU action is provided
by Article 156 of the Treaty establishing the European Community. Following the entry
into force of the Lisbon Treaty, the legal basis is Article 172 of the Treaty on the
Functioning of the European Union (TFEU).

As it has been doing since its creation and establishment in the EU, the .eu TLD should
continue to improve the interoperability of trans-European networks, in accordance with
Articles 170 and 171 of the Treaty, by providing a complementary registration domain to
existing country code Top Level Domains (ccTLDs) in EU Member States and global
registration in the generic Top Level Domains (gTLDs), and should in consequence
increase choice and competition in the Union domain names market.

The .eu TLD supports online cross-border activities for those users, both commercial and
non-commercial, who wish to clearly signal their link with the EU, the associated legal
framework, and the European market place.

3.2.  Subsidiarity: Necessity of EU action

The .eu TLD has by definition a cross-border dimension: it is the TLD of the European
Union and is a symbol of the European online identity. The existence of a specific
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domain name for the European Union under a very clear and identifiable common label
is an important and valuable building block for the European online identity.

Regulatory action in respect of the .eu TLD cannot be sufficiently achieved by the
Member States and can therefore, by reason of the scale and effects of the action, be
better achieved at EU level.

The .eu TLD was established as a country code TLD (ccTLD) such as .de, .be or .uk,
rather than as a generic TLD (.com, .berlin). This has important consequences in that
ccTLD policies (regarding for instance rules for registration, accreditation of registrars,
security related policies and data protection policies) are managed in accordance with the
relevant jurisdiction, oversight and governance mechanisms within the country/public
administration, with no role for ICANN. The ultimate public policy authority for a
national ccTLD Registry rests with the relevant government or public authority.
Accordingly, public policy responsibility for the .eu TLD rests with the European Union.

Regulation of the .eu TLD is therefore within EU competence and cannot be delegated to
the Member States. This does not affect how each Member State manages its own
ccTLD.

3.3.  Subsidiarity: Added value of EU action

The .eu is regulated at EU level because of its very nature. The existence of the .eu TLD
Is highly symbolic and reflects the existence of a European online community (of
citizens, institutions and businesses) who wishes to be clearly identified as such. The .eu
TLD gives users wishing to operate across the Single Market a specific European
connotation which is recognised globally®.

A regulatory framework at EU level for the .eu is useful in order to continue providing
for and expanding a domain name space on the Internet under the .eu TLD, in which
relevant EU law, data and consumer protection rules are applicable.

Regulatory action taken at Member States level would not be able to deliver on the
fundamental objectives standing behind the creation and management of a trusted and
innovative namespace for the EU, to promote the European Union's image on the Internet
and to deliver added value in terms of increased choice for users, in addition to the
national ccTLDs.

% There are over 200 testimonial videos published on EURid YouTube channel highlighting the
transnational added value for users opting for a .eu TLD: https://www.youtube.com/user/Europeanregistry
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Moreover, the .eu TLD gives the EU a "seat at the table” in international and
multistakeholder discussions around the domain name system and rules regarding
ccTLDs on the global Internet®.

4.  OBJECTIVES: WHAT IS TO BE ACHIEVED?
4.1.  General objectives

The general objective of the initiative is to ensure the stability and sustainability of the
.eu TLD, so as to better enable it to achieve its intended mission to:

v Encourage online cross-border activities in Europe and support the Digital
Single Market
v Enable/build an online European identity
4.2.  Specific objectives

Four specific objectives (SO) have been identified and are linked to the problem and
drivers discussed in section 2.

Table 1. Specific objectives and drivers

SO1 Remove outdated legal/administrative requirements Outdated Regulations (2.2.1.)
SO 2 Ensure the rules are future-proof and allow the .eu to Outdated and rigid Regulations
adapt to the rapid evolution of the TLD market and the (2.2.1))

dynamic digital landscape, while at the same time
incorporating and promoting EU priorities in the on line Rapid evolution of the market

world (2.2.3)
SO 3 Ensure a governance structure that both reflects technical | Deficiencies in governance and
and governance best practices and serves EU public accountability (2.2.2.)
interest
SO 4 Promote the attractiveness of .eu Rapid evolution of the market
(2.2.3)

SO 1: Remove outdated legal/administrative requirements

31 The European Commission is a full Member of the Governmental Advisory Committee (GAC) of
ICANN, along with all EU Member States. The GAC provides public policy advice to ICANN, in charge
of policy-making in the DNS space. As a GAC Member, the European Commission has the objective to
avoid inconsistencies with the EU acquis, as well as to ensure the security, stability, resilience and
reliability of networks and information systems.
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This specific objective aims at addressing the problem driver relating to the outdated .eu
Regulations, which contain obsolete or irrelevant provisions, and are no longer fit for
purpose (driver 2.2.1.). Provisions related to the function of the domain name registry are
obsolete, and other provisions are inadequate to support the sustainability of the .eu
domain given the evolution of the DNS landscape. Lifting administrative constraints will
enable the .eu TLD to function more effectively.

SO 2: Ensure that the rules are future-proof and allow the .eu to adapt to the
rapid evolution of the TLD market and the dynamic digital landscape, while at
the same time incorporating and promoting EU priorities in the on line world

This specific objective aims at addressing the drivers that the market has not only
undergone major changes since the entry into force of the .eu Regulations, but also
continues to dynamically evolve (drivers 2.2.1 and 2.2.3.). These drivers affect both
global Internet governance, and the entire digital landscape.

The .eu regulatory framework should enable the adaptation of the .eu TLD to rapidly
evolving market conditions, technical innovations and the EU's current objectives and
strategies in the area of digital policy and governance. To do so, the rules should be
future-proof. They should allow the necessary flexibility to adapt while at the same time
provide legal certainty to stakeholders.

TLDs are an integral part of the Internet infrastructure. They are an essential element of
the global interoperability of the World Wide Web. As such a TLD operator is a
(technical) stakeholder in global discussions affecting the governance of the technical
resources and functions of the Internet. In fact, ccTLD and gTLDs registries have been
particularly active in Internet governance, either by participating as stakeholders in
international fora or by running activities for the benefit of the Internet community in
their respective countries or constituencies.

The EU prides itself for upholding a strong set of values such as multilingualism, respect
of users' privacy and security, consumer protection, and human rights. The .eu TLD
should promote European values and reflect EU priorities in the domain-name system
(DNS) environment, particularly in light of ongoing changes in global arrangements
affecting digital policies and Internet governance as discussed in section 2. Not using the
.eu TLD as a means to promote EU priorities is a missed opportunity.

SO 3: Ensure a governance structure that both reflects technical and governance
best practises and serves EU public interest

The .eu TLD was established as the TLD for the European Union, with the aim to make
the link with the European Union evident in the online world. The .eu TLD is a tool that
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serves both citizens and enterprises in the EU and the EEA. At the same time, this tool
has to operate in the free market and compete with other TLDs.

An appropriate governance structure for the .eu TLD would be one that ensures both that
the .eu TLD can successfully compete in a fast evolving market and that the EU/public
interest is served/upheld. This specific objective is linked to the problem driver described
with respect to governance (driver 2.2.2.).

SO 4: Promote the attractiveness of .eu TLD

The main goals behind the creation of the .eu TLD were to improve the visibility of the
EU’s internal market on the Internet, provide a clear link with the EU and promote its
image. To better enable the .eu TLD to fulfil its role, its use as an online European
identity should be enhanced. In line with the .eu TLD’s mission (referred to under
Section 4.1), this specific objective seeks to ensure that options explored under this
initiative will promote the attractiveness of the .eu TLD by means of reinforcing it as a
trusted extension, supporting its competitiveness in the TLDs market, and attracting
competition with respect to future would-be .eu Registry operators.

5. WHAT ARE THE AVAILABLE POLICY OPTIONS?

The EU does not exert any oversight or control on how the domain name market evolves
at international level. The evolution of the global TLD market is expected to continue,
driven by constant technological developments. Therefore, the options that will be
examined below are mainly, but not exclusively, extrapolated from the drivers relating to
"the outdated and rigid legislation™ and the "governance mechanisms". At the same time,
issues emerging from the "rapid evolution of the market" are taken into account
horizontally.

A matrix of options has been mapped taking into consideration these aspects, with a view
to facilitate the description of the options and their assessment. The two axes of the
matrix correspond to the "governance" variable (spanning from hands-on to light
governance) and the "legal framework™ variable (spanning from a rigid to a flexible
framework). The two variables are embodied — at different level — in each of the assessed
options.

Figure 2. Options' matrix
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The matrix identifies the following options:

e Baseline (Status Quo) scenario

e Commercialisation

e Modernisation of the legal framework

e Separate governance

¢ Institutionalisation (including Internalisation and EU agency)

The purpose of the REFIT exercise is to assess policy options that would provide
solutions to the problems identified in terms of governance and legal framework. In the
context of the .eu TLD, this includes the removal of unnecessary administrative burdens
to significantly ease the management of the .eu TLD both at Commission and at registry
level. Given the purpose of REFIT as applied to the .eu TLD, options that would entail a
high degree of "rigidity of the legal framework™ coupled with a high degree of "light
governance™ are not considered adequate and therefore are not taken into account. That is
why no policy options are identified on the lower left side of the matrix.

New rules introducing the possibility for the .eu Registry to sell directly to registrants,
also known as vertical integration, and potential changes in the eligibility criteria for
obtaining a .eu TLD can be implemented whatever decision is made on what option to
pursue, and would lead to similar impacts. For this reason, the description and impact of
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the rules relating to vertical integration and eligibility criteria are provided and assessed
separately in section 5.4 and 6.5.1.

The policy options, including the baseline scenario, are described below, with analysis of
the practical impact of each option, and a high level assessment of the advantages and
issues in relation to the objectives (sections 5.1 and 5.2).

5.1.  What is the baseline from which options are assessed?
STATUS QUO (BASE LINE SCENARIO)

The status quo entails maintaining the current regulatory framework for the .eu, which
includes two Regulations (Regulation (EC) No 733/2002 and Commission Regulation
(EC) No 874/2004) and the contractual arrangements with the selected .eu Registry.

The current concession contract with EURId (the existing .eu Registry operator) was
concluded following the rebid of the .eu TLD in 2013. The initial term of the contract is
5 years, starting from 13 October 2014 and expiring on 12 October 2019. The contract
allows the parties to agree to extend it on two occasions for additional periods of
maximum 5 years. Alternatively, on expiry of the initial term on 12 October 2019, a new
call for expression of interest could be launched on the basis of a new non-discriminatory
selection procedure.

The service concession contract grants the Commission powers to intervene in the
management and operations of the .eu Registry, particularly on matters of corporate
governance, conflicts of interest and financial accountability. Effective enforcement of
such provisions is crucial to avoid any potential mismanagement of the .eu TLDs which
would, in turn, lead to a decrease in trust of the .eu TLD name.

Following the decision from the United Kingdom to withdraw from the European Union,
and subject to any relevant provision in the agreement on the future relationship between
the European Union and the United Kingdom, undertakings and organisations that are
established in the United Kingdom but not in the EU and natural persons who reside in
the United Kingdom would not be allowed to register .eu domain names, and the rights
of UK-based registrants regarding .eu domain names would be subject to revocation from
the .eu Registry®.

32 https://ec.europa.eu/digital-single-market/en/news/notice-stakeholders-withdrawal-united-kingdom-and-
eu-rules-eu-domain-names
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In the context of stagnation in domain name registrations across the EU, increased
competition from new gTLDs, and changing paradigms in Internet technological
development such as the Internet of Things, several ccTLD registries have begun to
diversify their activities. This is a trend that the .eu Registry cannot effectively keep pace
with due to the combination of the details and rigidity of the current .eu Regulations.

5.2.  Description of the policy options
OPTION 1: COMMERCIALISATION

This option would entail the substantial simplification of Regulation (EC) 733/2002 and
the repeal of Regulation 874/2004 that contains most of the outdated provisions
described in section 2. The operation and management of the Registry would be
outsourced to an external for-profit service provider without direct oversight from the
Commission. The legal simplification would aim at extensively streamlining the content
of Regulation (EC) 733/2002 to grant the Commission the right to outsource the
operation and management of the .eu TLD name. The core provision of the simplified
Regulation would specify that the EU is the entity responsible for the .eu TLD* and that
the Commission is in charge of designating the Registry on the basis of an open,
transparent and non-discriminatory selection procedure. No detailed provisions on the
operation of the Registry would be retained.

This option would provide a high level of flexibility, allowing the .eu Registry to adapt
quickly to changing market conditions. On the other hand, it would significantly limit
oversight by the Commission. The .eu Registry might still have to operate within an
established framework and abide by certain conditions, which should be specified in a
contract. The .eu Registry would however act in a purely commercial environment, on a
for-profit basis.

OPTION 2: MODERNISATION OF THE LEGAL FRAMEWORK

This option would entail replacing the current legal framework with one principle-based
legal instrument, establishing the main objectives and raison-d'étre of the .eu TLD
(including its alignment to EU priorities) and guaranteeing essential transparency and
flexibility.

All outdated provisions (described in section 2) would be either deleted (if not relevant
anymore) or brought in line with current practices.

%% As per today, see Article 7 of Regulation 733/2002 holds that all ownership rights relating to the .eu
TLD belong to the European Union which is represented to that end by the European Commission.
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More detailed implementing provisions laying down Public Policy and Procedures
(PPPs) would be contained in a separate document directly incorporated into the contract
between the European Commission and the appointed Registry operator.

In that context, principles pertaining to the eligibility criteria, registration and revocation
of domain names, accreditation of registrars, characteristics and obligations of the
registry, designation of the registry would be laid down in primary legislation, to be
further articulated in precise policies through the contract.

This policy option entails the continuation of an external management system, based on a
contract between the Commission and a third party, with enhanced control mechanisms.
To ensure the effective oversight of the .eu Registry, easy to implement oversight
provisions should be inserted in the contract, such as foreseeing a strengthened
participation of European Commission representatives in the Registry's Board. In this
option, the daily operational management would be guaranteed by high-standards,
provided that the contractor has the necessary technical expertise in-house. The
management of an external entity also ensures an appropriate market strategy for the .eu,
given that the external contractor puts in place all possible measures to achieve such
business objectives whether on a for-profit or on a not-for-profit basis.

OPTION 3: SEPARATE GOVERNANCE

This option combines the modernisation element of option 2 with the creation of a
separate body, which would have an advisory role. Amongst its foreseeable tasks, there
would be the advising on high-level priorities, strategy and activities of the .eu TLD. It
would additionally provide expert advice to the Commission with respect to the oversight
role of the latter over the .eu Registry (including on the surplus generated by the sale of
the .eu TLD names). Its membership would be open to experts in the EU's domain name
business, technical community, governments and international organisations, civil
society academia. In order to prepare advice the separate body would need to engage in a
structured dialogue with the Registry.

As in option 2, the management of the .eu TLD and the daily operational activities (i.e.
technical operations, marketing, etc.) would be outsourced through a contract to the
Registry operator. This contract would specify the detailed terms and conditions for the
relations between the Registry operator and the separate body. From a practical
perspective, the European Commission would retain a light-touch oversight on the .eu,
while more technical and operational aspects would be dealt with by the Registry
operator.
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The basic practical modalities of setting up the separate body will be decided according
to the requirements laid down in the future principles-based regulation. These
requirements will not only serve as legal basis to build on the new separate governance
structure but will also clarify its key aspects. The set-up of this governance structure
could be executed by the Commission using established principles on expert groups. The
legal requirements would include:
a) Measures to guarantee that the newly formed governance body has the necessary
autonomy and independence from the Registry;
b) The guarantee that the newly formed governance body will work in line with
Commission's objectives and policies;
c) The key tasks (in principle, only advisory) entrusted to the newly formed
governance body and its relations vis-a-vis the Commission and the Registry;
d) The role and powers of the Commission vis-a-vis the Registry and the newly
formed governance body (e.g. the oversight power of the Commission over the
Registry).

The new governance structure will be designed in a way which reflects the Internet
Governance Multi-stakeholder approach. Representatives of all relevant stakeholders will
hence be able to participate in the dialogue and thus shed further light on the likely
consequences of decisions and advise on the implementation of .eu ccTLD. The members
of the new governance body will be appointed by the European Commission on the basis
of an open and transparent procedure aimed at limiting any risk of potential conflicts of
interest. For the elaboration of this option, we have looked for best practices in the
ccTLD community and we have drawn inspiration from the Austrian, the Norwegian, the
Brazilian and the New Zealand models which have structures ensuring a "separation™
between the technical and operational tasks of the operator and the oversight structures
for the definition of registry policies with the involvement of the following stakeholders:
registrars, user groups, Internet service providers, trade associations and government. It is
generally found that bottom-up, consensus driven policy making is the most effective
governance mechanism for Internet organisations, while benefitting from the expertise of
stakeholders, who are responsive to changes in the industry. A description of ccTLDs
best practices is contained in Annex 6. The promotion of multistakeholder governance
structures is a stated commitment by the European Commission as part of the basis for a
common European vision for Internet governance®.

OPTION 4: INSTITUTIONALISATION

% Communication on "Internet Policy and Governance - Europe's role in shaping the future of Internet
Governance,
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Options that would entail a much stronger involvement and oversight from the EU would
bring the management and operation of the Registry within a department of the European
Commission or an EU body, like an EU Agency. This option would provide longer-term
stability and business continuity in the operation and management of the .eu TLD.

In particular, the following alternative sub-options were explored:

a) INTERNALISATION

This sub-option foresees the handover of the management of .eu TLD to the IT operating
arm of the Commission (DG DIGIT). DG DIGIT is already in charge of some tasks for
managing certain .eu TLDs and managing the .europa.eu TLD. Internalising the
management of the .eu TLD name within the Commission services (DIGIT) would
require a significant degree of outsourcing —at least in the early stages-, since the
Commission does not possess the administrative capacity to directly implement and
manage the .eu TLD.

b) EU AGENCY

This sub-option entrusts the management of the .eu TLD to an EU agency. EU agencies
are governed by European Union law, have their own legal personality, and are set up
and governed by secondary legislation. A potential candidate is the European Union
Intellectual Property Office (hereafter "EUIPO"). In the context of this REFIT exercise,
EUIPO made a proposal for the incorporation of the .eu Registry within the Agency. An
alternative would be the European Union Agency for Network and Information Security
(ENISA).

Under this sub-option, an expansion of the mandate of the EU agency would be required.
A similar extension was managed by EUIPO in 2012 when the European Observatory on
Infringements of Intellectual Property Rights (formerly the European Observatory on
Counterfeiting and Piracy) was handed over by the Commission to the Agency. This was
done via the adoption of a Regulation entrusting the Observatory to EUIPO, without the
need to amend the founding Regulation of the Agency. A similar process could be
foreseen for entrusting .eu TLD to an EU Agency.

5.3.  Options discarded at an early stage

A preliminary analysis of each of the identified options against the Specific Objectives
(described in section 4.2.) shows that a number of options are not relevant, as they are
unlikely to achieve the objectives previously identified. In particular, the early discarded
options are: Commercialisation, Internalisation and the sub-option of a transfer to
ENISA.
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OPTION 1: COMMERCIALISATION

This option would have the main advantage of ensuring that the registry operator
provides good service and that the Commission gets competitive bids from a wider range
of registry operators. However this option was discarded at early stage, because it does
not fulfil the policy objective of ensuring a European online identity, as well as the
specific objectives SO03 and S04 as described above. Therefore the option of
commercialisation has not been further analysed in chapter 6.

More specifically, the option is likely to create a fully commercial .eu TLD in which
there would be little guarantee that EU values or objectives would be prioritised and
adequately pursued. Moreover, weakening the involvement of the EU in an area which is
becoming highly sensitive (such as the policy-making in the DNS space) and in a
political context where increased political attention is given to issues related to the
security and trust on the Internet, would not be in line with the current political context.

Stakeholders' views:

Such an option does not have support from stakeholders. In the online public
consultation, 70% of respondents strongly agreed that the .eu TLD should continue to be
operated by a non-for-profit organisation.

OPTION 4(a): INTERNALISATION

Preliminary analysis shows that this option is not relevant, as it would not enable the
overarching objectives to be reached. Under the option it would still be necessary to have
a contract with an external provider to ensure the necessary daily operational activities.
The option is therefore not technically feasible and it is discarded.

OPTION 4(b)(ii): EU AGENCY/ENISA

Both agencies' fields of expertise would represent an asset for the management of the .eu
TLD. EUIPO could contribute to further strengthen the economic synergies between
trademarks and the domain name industry, and ENISA would provide solid know-how
and advice aimed at guaranteeing a secure and resilient domain name system. However,
neither of the two agencies embodies the core values of Internet governance which go
beyond the provision of an efficient infrastructural management. In addition, it is crucial
that the .eu Registry operator will be a far-reaching and credible interlocutor in the area
of domain names and Internet governance, on the full spectrum of issues including
market and policy perspectives.

Despite the aforementioned considerations, the option of moving the .eu Registry to

ENISA in particular is early discarded due to its political and technical implausibility.
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Considering that the extension of the mandate of ENISA, as part of the cybersecurity
package currently being examined by co-legislators, already foresees a number of new
tasks for this agency, incorporation of the .eu is not a realistic option. Moreover, this
agency does not currently have the technical capacity for the operation and management
of the .eu. Acquiring it would be costly and inefficient.

This analysis is synthesised in the table below and is further detailed in Annex 5 on early
discarded options.

Table 2. Options' outlook

1 Commercialisa | v v v X X v v X
tion

2 Institutionalisa
tion

-a. X v v X v X v v
internalisation

- b.i Existing EU | v v v v v v v v
Agency
(EUIPO)

- b.ii Existing X v v v v X v v
EU Agency
(ENISA)

3 Modernisation | v/ v v v v v v v

4 Separate v v v v v v v v
Governance

5.4.  Options relating to Vertical Integration and Eligibility Criteria

As explained in the introduction of section 5, two specific aspects of the current
legislative framework are analysed separately in the assessment of the policy options:

- introduction of the possibility for the .eu Registry to offer direct registration to
registrants in view of changed market conditions (vertical integration);

- changes in the eligibility criteria for obtaining a .eu TLD in order to enhance the
use of the .eu TLD as an online European identity.
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Possible modifications of these rules can be introduced in each of the policy options
retained as relevant for further analysis (Modernisation of the legal framework, separate
governance option or transfer to EUIPO) and would lead to the same impacts (see
Section 6 below).

Vertical Integration

There are three registration models currently observed in the DNS market: Vertical
Integration (close model), Vertical Separation (also known as Registry-Registrar-
Registrant model (‘3 Rs’ model), and Mixed. Please refer to Annex 7 for further details
on each model's specifications, as well as an overview of their implementation in the
European market. Currently, the .eu Registry implements the '3 Rs' model. Today's .eu
legal framework® expressly forbids the Registry to act as Registrar, in line with a strict
separation between the role of Registries and Registrars as mandated for gTLDs by
ICANN at that time (as described in section 2.2 "rapid evolution of the market™). Such
restriction at the level of primary legislation appears to be inconsistent with the market
practices in the ICANN environment, where a prohibition on vertical integration for
gTLDs was lifted in 2010.

The new .eu legal framework will have to provide legal specifications in order to either:

a) Require the appointed Registry operator to implement Vertical Separation (as
per today);

b) Allow the appointed Registry to implement Vertical Integration or a mixed
model.

c¢) Lift the strict requirement for Vertical Separation with a view to allow the
appointed Registry operator to provide direct registrations only through its
website, while for additional services (such as email, webpage, etc.) the end user
will still be directed to a registrar. In other words the Registry will not be allowed
to become a full registrar but will only be able to give the end user the
opportunity to register a domain name directly through its website.

Out of these possible policy choices, the second one is discarded. Although allowing the
Registry to also act as a registrar would be feasible, this would nevertheless require that
sufficient safeguards are put in place to prevent anti-competitive behaviours by the
integrated .eu Registry & Registrar operator. This would mean that non-discriminatory
clauses would be needed to ensure that the vertically integrated .eu Registry & Registrar

% Art 3(4) of Regulation 733/2002.
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will not treat more favourably its own Registrar services/activities (including in terms of
wholesale pricing for the .eu domain names or related services) compared to the
treatment that third-party Registrars would obtain and that the .eu Registry & Registrar
would not impose unfair terms on competing Registrars. Monitoring that such non-
discriminatory clauses are respected would imply setting up an adequate system at the
Commission end.

Aside that, there are strong market and policy reasons for caution with regard to the
introduction of the vertical integration model, given that registries are dependent on
strong relationships with the registrar channel in order to achieve market success. Most
registrars market several TLDs, and make their margins through value-add services such
as hosting, websites and email services. Therefore, there is significant commercial risk
for a registry entering into direct competition with its own marketing channel —
particularly if this raises suspicions among registrars> that the registry will seek to give
itself preferential business terms increasing and distorting competition. Such concerns are
reduced in the context of the current .eu Registry operator which has obligations to deal
with all registrars on equal terms. Yet, well established relations between the .eu Registry
and its network of registrars would be shaken. Besides, .eu registrars were negative to the
introduction of vertical integration during consultations.

Eligibility Criteria

Eligibility criteria aim at creating restrictions on those eligible to register in a TLD. The
.eu Regulations contain limitations, which determine that .eu registrants have to be based
in the European Union.

The options available are to:
a) Maintain the residency eligibility criteria as per current regulation®”; or

b) Introduce a citizenship criteria regardless of whether the natural person is or
not resident in the EU, while maintaining the residency criteria for both natural
and legal persons; or

% As signalled in targeted consultation activities with the .eu registrars.

3 Article 4, Regulation (EC) 733/2002, [...] The Registry shall: [...] (b) register domain names in the.eu
TLD through any accredited.eu Registrar requested by any: (i) undertaking having its registered office,
central administration or principal place of business within the Community, or (ii) organisation established
within the Community without prejudice to the application of national law, or (iii) natural person resident
within the Community.
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c¢) Introduce a full deregulation, where no citizenship/ residency criteria apply.
This entails the adoption of a fully open, first-come, first-served registration
system.

6. WHAT ARE THE IMPACTS OF THE POLICY OPTIONS?

This initiative concerns the functioning and management of a top-level domain name
(ccTLD). This is a predominantly technical, sector-specific issue pertaining to the
domain name system (DNS) industry. Moreover the initiative is aimed at better enabling
an already well-established domain to function within a changed and continuously
evolving environment. Therefore the impact of the intervention is going to be limited and
to affect mostly the following stakeholders: first and foremost the Registry, that will have
to implement the new framework; secondly, the network of accredited registrars that
might need to adapt some of their day-to-day operations; and thirdly the European
Commission, to the extent that the different options change its role in terms of oversight
of the registry and with respect to the overall policies for the TLD's implementation.

Registries of other TLDs and other stakeholders in the domain name ecosystem, whereas
they are well placed to evaluate the .eu framework and future options against current
practices in the DNS ecosystem, will not be affected by the intervention.

As mentioned, the initiative is aimed at facilitating an operational domain to function
better. It will therefore not bear significant direct impacts on end users, i.e. registrants or
potential registrants. Indirect impacts on citizens and SMEs are expected to the extent the
various options will ensure they will continue to enjoy the benefit that the .eu TLD brings
to end users (deriving from the link to the online EU identity and the single market).

The options are compared to the baseline (efficiency) and assessed with respect to the
level they contribute to achieving the Specific Objectives set for the initiative
(effectiveness), described in section 4.2.

This initiative does not have any environmental impacts.
6.1. Baseline

The .eu TLD's key objective was to promote the use of, and access to, the Internet and
online marketplace, by providing a complementary registration domain to existing
ccTLDs and gTLDs, and in consequence increase choice and competition. Domain
names are part of a suite of factors that enable Internet access alongside essential
physical infrastructure, low prices for Internet services (dependent on vibrant competition
amongst providers), and high speed broadband. Once basic access is possible, domain
name registration enables both e-commerce and non-commercial activities in the online
environment, through websites and email.
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According to the evaluation findings, the .eu TLD is used today by companies to "show"
that they are European and open for business across the 28 EU Member States and EEA
countries. The .eu TLD is viewed as a sign of quality and trustworthiness (according to
the same findings): a .eu website indicates that it belongs to a legal entity in the EU and
is therefore subject to EU law and trading standards. It is also used by individuals as a
trusted, online tool to convey their ‘European-ness’ in the online world. This is the
qualitative benefit (B) the .eu TLD brings to end users and it is one that cannot easily be
quantified as it comes in terms of access to broader markets and inspiring more trust.

Two main groups of impacts can be identified, looking into the baseline: impacts with
respect to the functioning of the .eu market and impacts with respect to regulatory costs.

1) Functioning of the .eu market
General introduction

According to the current Regulations, the .eu Registry is prohibited from acting as
Registrar.®® The .eu Registry works with a network of accredited registrars to provide .eu
registrations to end users. There were 715 accredited registrars at the end of Q3 2017,

Since January 2013, in order to remain in line with its contractual obligation to work at
cost, the .eu Registry changed the renewal and term extension fee of a domain name from
€4 to €3.75. At the same time, to be more competitive in the dynamic TLD market,
EURId launched the Customised Reduction Schemes (CRS) for its registrars, which
enable reduced new registration fees according to the registrar’s sales volumes. As of
January 2017, the basic fee for a new domain name for those registrars subscribing to the
CRS is €1.75. In Q1 2017 98% of registrations were made by the 331 registrars who
joined the CRS in 2017. The price referred to above is the price the .eu Registry sells to
Registrars. The price the end users get depends then on the Registrars and any additional
services they provide with the domain name. Retail prices for .eu TLDs can vary from as
low as €0.99 (special registrar promotions) up to €100 or €200 if the domain is bought
with value-added services such as content management, security features, or many email
addresses.

Competition and size of the .eu market

The .eu TLD is one of the largest ccTLDs in the EU, and has 3.7 m registrations as of
2016. Average annual growth for .eu has been +4.6% over the past ten years*. Over the

% See Article 3(4) of Regulation (EC) No 733/2002, and recitals 2, 3, 4 and Article 4 of Regulation (EC)
874/2004.

% EURId Q3 2017 Quarterly Report: https://eurid.eu/media/filer_public/62/aa/62aa8f63-e0ff-42c9-9fdf-
b50e2c45601f/quarterly report g3 2017.pdf
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past five years, however, growth has remained relatively static and 2015 saw negative
growth for the first time in .eu’s history.

Figure 3. Yearly growth of .eu domain names (2009-2016)

Considering the new round of gTLDs and the subsequent plethora of available TLDs
which may be substituted for .eu TLDs, as well as the stagnation in the ccTLD market,
the volumes in new registrations and renewals for the .eu TLD are likely to continue to
drop. Although a dramatic drop is not foreseen for the .eu TLD, such an eventuality
should not be altogether excluded.

In the event of a significant drop in .eu registrations, the financial sustainability of the .eu
TLD would be negatively affected. Sustainability is guaranteed mainly by renewals. The
following renewal scenario is calculated in the Operating Plan and Budget 2018 by the

current .eu Registry:

Table 3. Renewal scenario (2018)

Renewal rate
50%
55%
60%
65%
70%

75%

Non-renewals Surplus (in EUR)
1,898,562 -1,372,885
1,708,704 -1,063,624
1,518,849 -754,376
1,328,990 -445,116
1,139,134 -135,864

949,278 173,391

0 Source, EURId annual report 2016 https://eurid.eu/media/filer_public/61/6a/616a9b08-13ca-4379-8e11-
0a3580201bb5/annual_report 2016.pdf
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80% 759,423 482,641
80.1% 738,122 563,316

85% 569,564 791,902

The current .eu Registry’s 2018 budget takes into account an average renewal rate of
80.1% (projection). Should the renewal rate fall, the surplus will become negative from
the moment these drop below 72.2%.

As discussed in section 5.1, following the decision from the United Kingdom to
withdraw from the European Union, and subject to any relevant provision in the
agreement on the future relationship between the European Union and the United
Kingdom, undertakings and organisations that are established in the United Kingdom but
not in the EU and natural persons who reside in the United Kingdom would not be
allowed to register .eu domain names, and the rights of UK-based registrants regarding
.eu domain names would be subject to revocation from the .eu Registry.

The .eu registrations in the UK amount to 8% of the total .eu registrations®. It is
impossible to foresee how many of these registrants would actually give up their domain
name or re-register it through another country (possible in case an enterprise has a branch
in another EU country or in case of a natural person if the person has a second residency
in an EU country) or even re-register it through so-called proxies.

Access to the .eu

There is relevance between the current rigid legal framework and access to the .eu TLD,
with the latter being negatively impacted by rigidity.

As a recent example, the .eto extension (.eu in Cyrillic) was launched on 1% June 2016.
Within the first month of its launch 780 new domain names were registered under the
new Cyrillic extension, .et0. Today there are 1.968 registrations in .eto. This means that
there was a loss of 780 times the .eu benefit (B) for the time end users had to wait for the
.o extension to be implemented*.

* EURId Quarterly report, Q3 2017

*2 New domain extensions are delegated by ICANN. Both the .efo extension (.eu in Cyrillic) and the .ev
extension (.eu in Greek) entered a lengthy evaluation process at ICANN level. The .cv in Greek has yet to
be resolved. Nevertheless for these IDN extensions to be launched, the ‘homoglyph bundling’ rule had to
be enabled to protect end-users from possible confusing similarity issues. To introduce ‘homoglyph
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According to the Regulations, .eu is provided through the network of accredited
registrars as mentioned before. Currently there are some countries, like Bulgaria or
Malta, where the accredited registrars are both few in number and they do not actively
promote the .eu TLD as well. There is low interest from the registrars' side and a
preference for other TLDs, mostly the new gTLDs. With the Registry not being able to
reach out directly to end users, the outcome is that in these underserved markets, end
users have less choice.

The current .eu Regulations establish a "residency principle" for registrants. That means
that an EU/EEA citizen who is living abroad but still has an EU/EEA nationality and
passport is not allowed to register a .eu TLD name, despite being eligible to vote in
national elections®. These EU/EEA citizens suffer the loss of the .eu benefit (B) that
would otherwise be at their disposal should they choose to use it.

Oversight
It is of the utmost importance that the .eu Registry is operated under the strictest rules of

transparency, fairness and accountability, and to the highest technical standards; potential
mismanagement, corporate or technical, will lead to a risk of mistrust in the .eu TLD as a
reliable online extension which in turn will diminish the benefit of the tool for the end
users. Problems with proper oversight could lead to not reaching the .eu benefit (B).

Flexibility

Amending the .eu Regulations can take several months. When new technical
improvements to the DNS are introduced, other ccTLDs and gTLDs can offer them to
their end users at once. End users of the .eu TLD consequently suffer a loss through not
being able to enjoy the benefits of the new technical improvements for the time it takes to
amend the .eu Regulations.

i) Regulatory costs
Compliance costs

The .eu legal framework foresees the allocation of a registry to organise, administer and
manage the .eu TLD. EURIid was established as a joint venture between the ccTLD
operators of Belgium, Sweden, Italy and Czech Republic, with the sole intention of
running the newly established TLD. Therefore all of EURId's costs are linked with the

bundling’, Commission Regulation Commission Regulation 874/2004 had to be amended. The process
took the Commission 19 months.

3 |t is important to bear in mind that the right to vote in national elections is not only dependent of
nationality and/or passport rights.
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implementation of the .eu legal framework. The total costs of fiscal year 2016 were €
11.365.237*.

Figure 4. Evolution of costs

Costs 2016 Actuals
General costs 1.202.250
Marketing & Comm. 2.742.089
Depreciation cost 558.871
Human resources 3.883.024
Operating expenses 1.945.307
Cost of subsidiaries 1.033.696

Evolution of the total costs per semester 2014-2016

Costs H1 2014 H2 2014 H1 2015 H2 2015 H1 2016 H2 2016
General costs 535.725 604.997 497.672 506.246 548.855 653.395
Marketing & Comm. 1.571.386 1.480.096 1.526.913 1.501.869 1.617.075 1.125.014
Depreciation cost 276.326 237.256 195.690 299.863 2901.786 267.085
Human resources 2.345.181 2.035.548 2.062.530 1.996.641 1.931.835 1.951.189
Operating expenses 1.343.419 1.202.643 1.205.259 1.281.036 947.313 997.994
Cost of subsidiaries 655.522 559.242 525.899 589.623 511.424 522.272
Total 6.727.559 6.119.783 6.013.963 6.265.277 5.848.287 5.516.950

In accordance with the .eu legal framework, the Commission assumes the role of
supervising the .eu Registry by means of a contract®. The Commission exercises its
supervising role by scrutinising the .eu Registry's reports, organising formal biannual
meetings and ad hoc meetings, and through requests for information at any time. The
additional calculations below take into account:

e Periods when amendments to the Regulations have to be introduced to allow
technical updates; and

e Periods when the service concession contract has to be negotiated (through a new
call for expression of interest) or renegotiated (through extension of the existing
contract).

* EURId Financial Report H2 2016.

*® Internal compliance cost.
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There need to be two Commission officials devoting 50% of their time to the required
action relating to .eu TLD, and a head of unit devoting 5%. Considering the average total
cost of a Commission official is 143.000 €*, the compliance cost for the Commission
equals to 150.150 €.

For end users the cost they incur is equal to the retail cost of a .eu TLD name.

Registrars' costs are equal to the price paid by a registrar to the registry for a .eu plus the
cost of the administrative procedure to check an applicant is eligible for a .eu TLD.

Administrative Burden

Under current .eu Regulations the actor incurring external administrative burden is the
.eu Registry. An examination of the mandatory information obligations (10) EURId
currently has with regard to the European Commission through the 'Standard Cost Model'
(SCM) reveals that the .eu Registry is incurring a cost from administrative burden that
equals to €115.688. Ten 10s need to be carried out by EURId. Please see table with
detailed calculations of these ten 10s in Annex 8.

Some internal administrative burden is felt at Commission level. In particular eight 10s
are part of Commission's workload when it comes to implementing the current .eu
framework. According to SCM calculations in Annex 10 the Commission is incurring a
cost from administrative burden that equals to €40.322.

Delay costs

As mentioned above, amending the .eu Regulations can take several months. When new
technical improvements to the DNS are introduced, other ccTLDs and gTLDs can offer
them to their end users at once. The .eu end users suffer a loss of not being able to enjoy
the benefits of the new technical improvements for the time it takes to amend the .eu
Regulations.

Monitoring / enforcement costs

The current .eu Registry is obliged by the contract to run an annual external audit on its
financial accounts. The amount paid annually to the external auditors equals to 29.000 €.

% Average total cost in legislative financial files.

12 x (50% x 143.000) + 1 x (5% x 143.000) = 143.000 + 7.150 = 150.150 € . This calculation considers
the cost of two officials (at an average cost of 143.000€) devoting 50% of their time, plus one official with
oversight functions devoting 5% of his/her time.
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The cost of non-enforcement of the .eu legal framework could potentially equal to the
loss of the benefit the end users enjoy from the .eu TLD.

The baseline scenario is not relevant as an option, as it would not allow reaching the
objectives of this initiative. It is analysed as a threshold to compare impacts from other
options.

6.2.  Option 2. Modernisation of the legal framework

Efficiency

the .eu market

A lightweight, principles-based framework would mitigate the negative impacts
experienced currently under the baseline scenario. It would provide the necessary
flexibility for the .eu TLD to adapt to rapidly changing technical improvements to the
DNS. End users would thus not suffer a loss through not being able to enjoy the benefits
of the new technical improvements for the time it takes to amend the Regulations. A
better functioning .eu would be more attractive in the TLD market stirring competition
between registrars, which in turn would be expected to a) possibly push end users prices
further down, b) ensure availability of the .eu and its B to EU society, ¢) boost
registrations and moving away from the scenario of the reduction of the renewal rate
below the threshold that would threaten the financial sustainability of the domain name.

The governance structure and oversight are currently dealt with extensively in the
contract between the registry and the Commission. The option foresees ways to enhance
supervisory mechanisms via the contract but not a change per se in the existing
governance model. Improvements through the contract are easy to introduce, they can
bring about different level of efficiency in terms of oversight depending on their
implementation, considering the existing contract already includes provisions on
transparency and accountability yet there is a risk of potential mismanagement. Problems
with proper oversight could lead to not reaching the .eu B.

Regulatory costs

Compliance cost for the registry is not expected to change under this option. Even if the
framework is lighter, there would still equally be a need and obligation stemming from
the framework to properly organise, administer and manage the .eu TLD.

For the Commission, nevertheless, the lighter framework would reduce the time that
needs to be devoted. Benefit arise from: not having to go through lengthy review
processes to introduce e.g. technical amendments; from simplified and streamlined
administrative procedures (e.g. list of reserved names for institutions); from the ability to
focus on strategic priorities and monitoring of adherence to high-level principles, rather
than technical/operational detail or administrative processes. In particular periods when
amendments to the Regulations have to be introduced would be replaced by shorter faster
procedures, reducing rather drastically the time and effort on the Institutions side to
implement technical improvements for the .eu TLD. Considering a second Commission
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official would only need to devote 10% of his/her time to the .eu TLD the compliance
cost for the Commission could be reduced by €57.200*

The administrative burden both for the .eu Registry and the Commission would not
change under this option. Although the option entails a simplified way to introduce new
features without the need to update primary legislation, the 10s needed (that mostly stem
from the oversight role of the Commission over the Registry) would not change.

Delay costs would be significantly reduced, as there would be no lead time of numerous
months to introduce necessary technical or operational improvements to the functioning
of the .eu TLD. Monitoring costs are not expected to change.

End users and registrars are not expected to be affected (in terms of the price they pay for
a .eu). Registrars might benefit from increased ability of registry staff to focus on the
registrar channel as a result of simplifying and reducing administrative / compliance
requirements. End users might benefit from enhanced ability of the .eu TLD to be at the
forefront of technical and market innovations in the domain name sector.

Effectiveness

SO1 - Remove outdated legal/administrative requirements

A lightweight, principles-based framework would achieve the objective of removing
outdated legal/administrative requirements. Primary legislation would only contain the
principles the functioning of the .eu TLD must abide by, while all unnecessary and
detailed administrative and technical requirements that are outdated (such as those
discussed in section 2.2.1) would be deleted.

It would also entail the ability (for Commission and .eu Registry) to focus resources on
strategic issues rather than administrative processes.

SO2 - futureproof rules that allow the .eu to adapt to the rapid evolution of the TLD
market and the dynamic digital landscape, while at the same time they incorporate and
facilitate promotion of EU priorities in the on line world

A lightweight, principles-based framework would achieve the objective of ensuring the
rules are future-proof and allow the .eu to adapt to the rapid evolution of the TLD market
and the dynamic digital landscape. An adaptable, flexible framework would ensure the
continuing relevance and attractiveness of the .eu TLD, to the registrar channel, to EU
start-ups and SMEs. The competitiveness of the .eu TLD would be enhanced with the
ability to innovate, diversify, build on the strengths of the existing business and its

*® The compliance costs for the Commission would be as follows: 1 x (50% x 143.000) + 1 x (10% x
143.000) + 1 x (5% x 143.000) = 71.500 + 14.300 + 7.150 = €92.950.This calculation considers the cost of
an official (at an average cost of 143.000€) working at 50%, another official working at 10% and a third
one at 5%.

The difference with respect to the base line scenario is calculated as follows: €150.150 - €92.950 = €57.200
(compliance costs for the base line scenario are explained in footnote 48).
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reputation to further develop product and service offerings and pursue excellence.

The existing service concession contract contains some obligations for the registry to
promote EU priorities in the online world, including to provide services in the official
languages of the EU (Annex 1, B1 of the contract), innovation (ibid), appropriate security
measures (Annex 1, B2), involvement in relevant Internet governance organisations
(Annex 1, B3.2); the service concession contract also annexes the .eu Registry’s bid
which contains substantial commitments in respect of EU values and priorities in the
general interest, including multilingualism, combatting climate change and cybersecurity.
Yet enshrining obligations to uphold EU values in the updated legislation, and use of the
.eu TLD as a vehicle to promote EU priorities (including trust and security in the online
world) would give greater transparency to such obligations and raise public awareness of
the .eu TLD’s strong links with EU values.

SO3 — governance

The option foresees ways to enhance supervisory mechanisms via the contract between
the Commission and the Registry. Explicitly allowing the participation of the European
Commission in the Registry's Board would be an easy to implement mechanism to allow
a more direct involvement in the strategic decisions of the Registry.

Improvements through the contract are easy to introduce, they can bring about different
level of efficiency in terms of oversight depending on their implementation, considering
the existing contract already includes provisions on transparency and accountability yet
there is a risk of potential mismanagement.

SO 4 — Promote the attractiveness of the .eu

A modernized framework would contribute to the enhancement of an attractive, relevant
.eu TLD (including for start-ups and SMESs), with the potential for new and innovative
service offerings, for example by promoting uptake of .eu TLDs in other scripts used in
official EU languages (i.e. Greek and Cyrillic script) so that EU businesses can register
.eu TLDs in their own language. In the medium to longer term, it is foreseeable that
technological changes in Internet usage (e.g. the Internet of things) would bring
innovation and change to domain name markets — the .eu TLD should be enabled to be at
the forefront of innovation in the future.

Coherence with other Policies

The initiative would be highly coherent with the existing and forthcoming policies, in
particular in the area of the internal market. By improving and making more efficient the
management of the .eu TLD, it would become an even more strategic tool to positively
complement EU policies in particular in the area of the digital single market, trust and
security on the Internet, multilingualism, Internet governance, promotion of European
entrepreneurship and start-ups.

By reflecting and complementing ongoing efforts aimed at ensuring high consumer
protection safeguards in the domain names environment and prevent DNS Abuse, this
initiative would positively contribute to enhancing security in the DNS.

By providing high level, principles-based, future-proof legislation, the option would
support the objective of designing rules which match the pace of technology and support
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infrastructure development. This would enable innovation both at the level of the
registry and in the downstream market of registrars and SMEs.

Freeing the .eu TLD from restrictive, out of date legislation would enhance its ability to
support EU digitalization and therefore contribute to ensuring that Europe’s economy,
industry and employment take full advantage of what digitalization offers.

Stakeholders' views:

A lightweight, principles-based framework is supported by key stakeholder groups
(stakeholder survey, current .eu Registry and registrar surveys). Please refer to Annex 2,
subsection "Error! Reference source not found.

6.3. Option 3. Separate governance

Efficiency

the .eu market

Similarly with the modernization option, this option entails a lightweight, principles-
based framework that would mitigate the negative impacts experienced currently under
the baseline scenario. It would provide the necessary flexibility for the .eu TLD to adapt
to rapidly changing technical improvements to the DNS. End users would thus not suffer
a loss through not being able to enjoy the benefits of the new technical improvements for
the time it takes to amend the Regulations. A better functioning .eu would be more
attractive in the TLD market stirring competition between registrars, which in turn would
be expected to a) possibly push end users prices further down, b) ensure availability of
the .eu and its B to EU society, ¢) boost registrations and moving away from the scenario
of the reduction of the renewal rate below the threshold that would threaten the financial
sustainability of the domain name.

This option nevertheless further entails a different governance structure that the current
one, with a separate body advising on strategic decisions with respect to the .eu
functioning and the oversight over the registry. Implementation is not as easy as
introducing enhancements to the supervisory mechanisms via the contract, but it can
guarantee improved transparency and accountability and effectively mitigate the risk of
potential mismanagement, ensuring thus there would be no loss of reaching the .eu B.

Regulatory costs

Compliance cost for the registry is expected to be reduced under this option. As
discussed for the modernisation option, even if the framework is lighter, there will still
equally be a need and obligation stemming from the framework to properly organise,
administer and manage the .eu TLD. Nevertheless some of the governance cost for the
Registry would be lifted. Currently the governance costs are budgeted under the general
costs and it is estimated at €296.000 for 2018“. The governance costs comprise the
presence fees paid to the members of the Strategic Committee (€ 170.000) and the
meeting costs related to the EURId Governance bodies such as the Strategic Committee,
the Board of Directors and the General Assembly (€108.000) as well as the Registrar
Advisory Board (€ 18.000). The Strategic Committee would be replaced by the new

“9 See annex 8.
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body, thus there would be at least a € 170.000 cost saving for the registry. This amount
equals to the presence fee for the Strategic Committee. The cost saving is even higher
considering EURId reimburses traveling, accommodation and meals for the members of
the Committee and contracts venues for the meetings (figures not available).

For the Commission the lighter framework would again reduce the time that needs to be
devoted as discussed in previous option. Time to be devoted would be further reduced by
the body that would facilitate some of the oversight tasks the Commission is currently
performing. The Commission would nevertheless need to provide some support to the
body depending on the way it would be organised - for example, scheduling meetings,
and providing conference call, remote meeting room facilities, or physical meeting
spaces, recording and summarising the decisions of the separate body, encouraging active
participation, providing training/onboarding for new members of the separate body. For
this analysis we consider the benefits from reduced oversight would be offset from the
additional tasks with respect to supporting the body. Therefore the compliance cost for
the Commission could be reduced similarly with the previous option by €57.200%

The multi-stakeholder separate body would need to be adequately resourced by the
European Commission (in order to guarantee independence from the Registry operator).
The cost for reimbursing the members of the new body, organising the meetings, etc.
would therefore be an additional cost for the Commission. The financial support
necessary for the body is estimated around €50.000. Please refer to Annex 11 for
calculations.

The administrative burden for EURId is expected to be reduced by €4.570 due to the
omission of 106 (attending informal meetings to discuss specific actions including
possible refinements to the Regulations). The administrative burden for the Commission
is expected to be reduced by €4.644 similarly due to the omission of 106. Please refer to
Annexes 9 and 10 for administrative burden calculations respectively under the separate
governance option.

Delay costs would be significantly reduced. Monitoring costs are not expected to change.

End users and registrars are not expected to be affected (in terms of the price they pay for
a .eu). Registrars might benefit from increased ability of registry staff to focus on the
registrar channel as a result of simplifying and reducing administrative / compliance
requirements. End users might benefit from enhanced ability of the .eu TLD to be at the
forefront of technical and market innovations in the domain name sector.

Effectiveness

SO1 - Remove outdated legal/administrative requirements

As for the modernization option, a lightweight, principles-based framework would

%0€150.150 -€92.950 =€57.200 and 1 x (50% x 143.000) + 1 x (10% x 143.000) + 1 x (5% x 143.000) =
71.500 + 14.300 + 7.150 = €92.950. (See footnote 49 for explanation of this calculation).
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achieve the objective of removing outdated legal/administrative requirements.

SO2 - futureproof rules that allow the .eu to adapt to the rapid evolution of the TLD
market and the dynamic digital landscape, while at the same time they incorporate and
facilitate promotion of EU priorities in the on line world

As for the modernization option, a lightweight, principles-based framework would
achieve the objective of ensuring the rules are future-proof and allow the .eu to adapt to
the rapid evolution of the TLD market and the dynamic digital landscape.

With a multi-stakeholder separate body advising on high-level decisions, some time and
resources to build consensus among diverse stakeholders would be necessary (but
certainly less than amending a Regulation like it is at present). The operational rules and
policies would be quickly amended, benefitting further from the input and expertise of
Internet stakeholders.

The creation of such a separate body would be fully in line with the European Union
support for multistakeholder approaches to Internet policy and governance, therefore
demonstrating that the Commission is ready to "walk the talk™ when dealing with Internet
resources such as the .eu TLD.

A multi-stakeholder advisory separate body could enhance EU values, so long as there is
a balance of stakeholder views and consistent levels of participation by all members of
the body.

SO3 — governance

The introduction of a multistakeholder body could be effective in strengthening and
widening the input into the good governance of the .eu Registry and increasing the
transparency of its corporate governance. Such a governance structure offers the
advantage to substantially increase the transparency, accountability and inclusivity in the
governance of the .eu Registry, therefore addressing one of the main drivers outlined in
the problem definition. Public interest would be better ensured.

However, there are also considerable risks and down-sides associated with this structure,
such as lack of effective participation. Experience of multi-stakeholder mechanisms at
the national level within the EU (and experiments within the .eu Registry itself) have
shown that there is a small group of people willing to participate, while many are unable
to devote sufficient time to such a body. With low participation, there are also risks of
capture by those with salient commercial interests or strong advocacy positions who
more likely to become involved rather than the ‘silent majority’.

Care would be needed to ensure that appointment, renewal and oversight of such a body
were robust, and that mechanisms exist to avoid conflicts of interest, and preserve the
public interest. For instance, attention needs to be given to who screens and selects
individuals to such bodies, what duties those individuals have, whether or not they are
remunerated (and by whom), and how to remove individuals from the body.

SO 4 — Promote the attractiveness of the .eu

Similar with the modernization option.
One minor downside could be that with a multi-stakeholder body dealing with some
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decisions, sometime and consensus among diverse stakeholders would be necessary (but
certainly significantly less than amending a Regulation like it is at present) in comparison
to those ccTLDs that can take decisions and introduce changes immediately.

Coherence with other Policies

In addition to the aspects highlighted for the previous option, it is hoped that the policies
and procedures developed through a multi-stakeholder process would be coherent with
policies to achieve better access for business and consumers to the online environments.

As far as the .eu contribution to ensuring that Europe’s economy, industry and
employment take full advantage of what digitalization offers, the assessment of this
initiative is mixed: — the potential exists for a multi-stakeholder body to enhance
participation in the digital environment; at the same time, it may become inward-looking
and process orientated — as is experienced in the ICANN multi-stakeholder policy-
making environment.

Stakeholders' views:

As mentioned in the modernisation option the lightweight, principles-based framework
that is supported by key stakeholder groups (stakeholder survey, registry and registrar
surveys). With respect to the governance model, in the results of the public consultation
the model where policies and procedures are developed by the .eu operator through a
multi-stakeholder process and approved by the Commission stood as the most preferred
option. Please refer to Annex 2, subsection "Error! Reference source not found.

6.4. Option 4(b)(i). Existing EU Agency: full integration in EUIPO

Efficiency

the .eu market

This option entails a framework that would entrust EUIPO with the organisation,
administration and management the .eu TLD. Similarly with both previous options the
framework would be lightweight, principles-based with a view to mitigate the negative
impacts experienced currently under the baseline scenario. It would provide the
necessary flexibility for the .eu TLD to adapt to rapidly changing technical improvements
to the DNS. End users would thus not suffer a loss through not being able to enjoy the
benefits of the new technical improvements for the time it takes to amend the
Regulations.

The transfer of a domain name registry from the private sector to a public sector agency
is nevertheless an unprecedented action. The current .eu private registry has built up
strong, collaborative relationships with the registrar channel. The transition to a new .eu
TLD provider and in particular to a provider that has nothing to do with the DNS market
insofar is expected to create some disruptions. Those could be temporary or could be
permanent to the extent that the new registry would need to change the established
workflows with registrars. The greater the change with the introduction of a new public
registry, the greater the likelihood that some registrars would drop out of supporting .eu
TLD, leading to a reduction in the availability of .eu TLD in the downstream market.
Less competition is likely to lead to a raise of the .eu price for registrars which might in
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turn lead to a raise of the retail .eu price.

On the other hand, transition to an EU Agency would protect continuity of service of the
.eu TLD against the notional risk that no willing bidder would come forward on a future
re-tender. In addition an EU Agency would ensure the continuity of the .eu TLD even if
renewals dropped below the threshold that would threaten the financial sustainability of
the domain name.

With respect to oversight, EUIPO being an EU Agency would ensure enhanced
transparency and accountability over the way the .eu TLD is being operated, which
would ensure there would be no loss of reaching the .eu B due to potential
mismanagement issues.

Regulatory costs

Compliance cost for the registry is expected to be reduced with respect to the annual cost
for running the .eu once it has been incorporated into EUIPO and considering EUIPO
provides the same level of service as the current registry. Savings are expected primarily
from synergies with existing technical infrastructure and technical expertise at EUIPO
level. According to EUIPO's calculations the annual cost would be €10.465.724.

There would be nevertheless a cost to implement the transition, which amounts to
€1.688.400 for an 18-month transition period again according to EUIPO. Please refer to
Annex 12 for detailed calculations.

The administrative burden for the Registry is expected to be reduced by €21,565 mainly
due to the fact that while most of the 10s would still be necessary, their frequency would
be reduced. Similarly the administrative burden for the Commission would be reduced by
€23.686. Please refer to Annexes 9 & 10 for administrative burden calculations
respectively under the EUIPO option.

Considering though that no external entity would be incurring administrative burden any
longer (it would be an EU Agency and the Commission), there would not be external but
only internal administrative burden. It might therefore be argued that administrative
burden would be eliminated.

Delay costs would be significantly reduced as well. Monitoring costs would be
eliminated.

End users are not expected to be affected (in terms of the price they pay for a .eu).

Effectiveness

SO1 - Remove outdated legal/administrative requirements

Provisions to give legal basis for the transfer of responsibility for the .eu TLD to an EU
Agency would have to be included in the legal framework, which at the same time would
be replaced by a lightweight, principles-based framework to achieve the objective of
removing outdated legal/administrative requirements, similar to previous options.

SO2 - futureproof rules that allow the .eu to adapt to the rapid evolution of the TLD
market and the dynamic digital landscape, while at the same time they incorporate and
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facilitate promotion of EU priorities in the on line world

EUIPO has strong abilities in its field of operation, but would be likely to introduce
additional rules/restrictions arising from its operational perspective (intellectual property
protection), that might imped rather that enhance the flexibility to keep up with the
dynamic market environment. On the other hand, an EU agency would enshrine EU
values and priorities more effectively than a private entity.

SO3 — governance

The transfer of a domain name registry from the private sector to a public sector agency
would be an unprecedented action. Since the late 1990s with the US government’s
privatization of the management of the Internet’s unique identifiers (including the
domain name system), the trend has been for governments to step away from direct
management of such resources.

The proposed structure would not reflect international best practices for technical
operations. Private sector organisations tend to be more efficient and dynamic in
implementing effective technical solutions. However, these risks might be mitigated if
the integration into an EU agency is coupled with multistakeholder decision making
mechanisms, signalling an increased support to multi-stakeholder model of governance,
which the EU advocates.

In a fast-changing technological industry the pace of market developments outstrips that
of formal rules or regulation. In the ccTLD environment, operators rely on regular,
collaborative dialogue among industry peers to keep up with best practices. EU Agency
as operator (whilst having extensive expertise in its own field) is unlikely to be perceived
as a neutral and impartial operator by industry peers or the downstream registrar channel.
Care should therefore be devoted from the Agency to nurture the established network of
accredited .eu Registrars.

The transition to a new technical operator inevitably includes some disruptions with the
established registrar channel. Experience with new gTLDs indicates that where the
registrar channel anticipates significant inconveniences, increasingly some would choose
not to support a TLD, particularly if the inconveniences are also associated with rigid
rules for registration or usage of the domains.

On the positive side, an EU Agency would ensure transparency and accountability,
upholding public interest and securing the continuity of the .eu even in the event the
domain name stops producing surplus.

SO4 — Promote the attractiveness

An EU agency whose area of expertise is intellectual property protection could enhance
and promote the attractiveness of .eu by associating the .eu TLD with stronger security or
intellectual property protections. The .eu TLD would also gain increased visibility,
particularly amongst trade mark applicants. EUIPO offering .eu TLD services and
embedding them within its e-filing tools would provide valuable complementary services
to the registration of trademarks and designs, thus supporting other integral parts of
building a brand or a business name and at the same time helping to combat fraudulent
activities.
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On the other hand, one of the negative perceptions of the .eu TLD at present is that it is
seen as too institutional compared with other more innovative or dynamic TLDs. Having
an EU agency manage the .eu TLD would reinforce and strengthen that perception.

The market is currently over-supplied with TLDs, and this change would tend to make
the .eu TLD less attractive to registrars and to EU SMEs and start-ups than the current
arrangements.

The transition of management of .eu TLD to an EU agency is likely to be interpreted by
the market as a lack of confidence by the EU Commission in existing arrangements, with
potential negative impact on the market performance, the perception of dynamism of the
.eu TLD and perhaps the dynamism of the .eu TLD itself.

Coherence with other Policies

Better access for consumers and business to online goods — a seamless and level
marketplace to buy and sell. Transition may cause disruption and/or drop out from
registrar channel, leading to lower availability or support for .eu TLD.

An EU Agency — particularly one with a specific security or intellectual property focus —
would aim at improving the security or intellectual property protections within the .eu
TLD. While these are laudable aims, the corollary is likely to be an adverse impact on the
enabling environment necessary to foster innovation both at the level of the registry and
in the downstream market of registrars and SMEs.

Startup Europe — increase networking opportunities for startups, investors and
accelerators. The proposed option might decrease the dynamism and responsiveness of
the .eu TLD to compete in a fast-changing market environment, making it less able to
support EU startups, investors and accelerators.

Stakeholders' views:

EUIPO submitted a written contribution to the.eu REFIT, proposing the integration of the
.eu Registry in the Agency. As the EUIPO option was formulated at a later stage than the
closure of the consultation activities (which in the case of this back-to-back initiative
were aimed both at gathering input on the evaluation and the impact assessment at the
same time), it has not been formally tested with other stakeholders.

6.5. Horizontal issues: Vertical integration/eligibility criteria
Vertical integration

Keeping the status quo, i.e. the requirement for the Registry not to act itself as a registrar,
means that the Registry has to reach out to the markets it caters through advertisement
campaigns to strengthen the registrar network. The.eu market and its registry should not
be compared to any worldwide ccTLD registry as 90% of the ccTLDs serve primarily
their local market while the .eu Registry has to cater for 31 countries that are extremely
different because of their historical, economic, political and cultural backgrounds. In
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some of these countries, such as Bulgaria, Romania, Lithuania, Latvia, Finland, and
Malta, the registrar network is very weak as registrars in these countries do not actively
promote the .eu TLD. In turn the end user is deprived of the choice of a .eu TLD name.
The current prohibition for the .eu Registry prevents it from stepping in to provide access
to .eu TLD in such underserved markets.

The current Registry is making efforts to mitigate that through various campaigns, which
are not delivering the desired outcome.

A very prominent example is the Bulgarian market, were registrars are not actively
promoting the .eu TLD and its equivalent in Cyrillic even less. When the .eu in Cyrillic
was launched in June 2016, the Registry launched a campaign that cost over €60.000
among Google online campaign, local awareness initiatives (including the .eu in Cyrillic
event launch), participation in the Webit conference to promote the .eu and more. Only
200 registrations were made in return. The situation is not much different that June 2016,
today equally due to the fact that the Registry cannot reach end users registration in the
.eu in Cyrillic are only 1.952.

Promoting multilingualism on line is a priority for the EU. Making sure that .eu in other
scripts is available (by effectively going through lengthy delegation processes at ICANN
level) but yet it not being offered to end users annuls every effort and commitment to
enabling EU citizens to use their own languages online.

Allowing the appointed Registry operator to provide direct registrations through its
website (but not becoming a full registrar) would help the registry to promote the .eu in
other scripts - Cyrillic and eventually, Greek - as registrars do not have any interest in
IDNs due to the scarce demand from the end-users in comparison to other extensions in
Latin characters. Moreover, it may stimulate a more competitive environment for
registrars in certain EU countries so that local registrars are forced to do more
promotional actions and the end users would thus be offered more choices.

On top of that, end users that would register a domain name from the .eu Registry
website would be then directed to the full list of the .eu accredited registrars to get more
services if they so wish. Meaning the registrars would not only be placed at a
disadvantageous position with respect to the Registry (as it would not be allowed to act
as a full registrar) but they would receive more clients from the registry.

Please refer to Annex 2, subsection "Error! Reference source not found."Error!
Reference source not found. for stakeholders' views.

Eligibility Criteria
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The market changed considerably since the launch of .eu TLD in the early 2000s. In
2006, the OECD noted a trend towards ‘liberalisation’ of the ccTLD namespace. In this
context, liberalisation means the elimination of rules seeking to restrict those eligible to
register in a particular TLD>..

The purpose of eligibility criteria is to reduce speculation, cybersquatting, or domain

name disputes between intellectual property holders and domain name users. However,
in practice, the consequence is the reduction in overall registrations, leading to a loss of
market share. Such restrictions are also easy to circumvent through the use of proxies, i.e.
a person or organisation who does not comply with the relevant restrictions arranges for
registration of a domain name through a third party proxy.

As domain name dispute resolution processes such as ICANN’s Uniform Domain-Name
Dispute-Resolution Policy (UDRP)** and the .eu Alternative Dispute Resolution (ADR)*
came into being, much of the market adopted fully open, first-come, first-served
registration policies confident that disputes could be managed after the fact, rather than in
advance. Registries that have eliminated eligibility criteria experienced rapid growth in
domain name registrations afterwards, for example Afnic (France) and Red.es (Spain).

We identified three possible alternatives for the new .eu legal framework: a) maintaining
the residency eligibility; b) introducing citizenship criteria for natural persons, while
maintaining the residency criteria for both natural and legal persons; or c¢) introducing a
full deregulation, where no citizenship/ residency criteria apply.

If retaining the residency eligibility criteria (a) helps maintaining a strong link with EU
values while supporting the reputation of the .eu TLD in terms of quality and security, it
does not address the concerns expressed by several registrars that strict eligibility criteria
represent a barrier to any TLD growth. Furthermore, EU citizens residing in / moving to
third countries are denied the possibility to make use of a .eu TLD.

On the other hand, maintaining such approach would not require any technical changes in
the Registry and/or Registrars' normal operations.

The introduction of a citizenship criterion for natural persons mixed with residency
requirement for both natural and legal persons (b), represents a viable option which
preserves the strong link with the EU. While removing the inconsistency of having EU
citizens living in third countries being denied the right to register or keep their .eu TLD

51 Evolution in the management of country code Top-level domain names, OECD, 2006
https://www.oecd.org/sti/ieconomy/37730629.pdf

52 https://www.icann.org/resources/pages/help/dndr/udrp-en

%8 https://eurid.eu/en/register-a-eu-domain/domain-name-disputes/
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name, the renewed eligibility criteria (b) will also allow third country citizens residing in
the EU/EEA registering a .eu domain.

However, such change would lead to more complex and costly compliance checks by the
appointed registry operator. The operational implementation to adjust the technical and
operational systems by both the appointed Registry and registrars has been estimated to
take between 9 and 12 months.

Introducing a full deregulation (c), where no citizenship/ residency criteria apply, would
reflect present trends among ccTLDs tending to remove or simplify eligibility criteria in
order to promote uptake. Such removal may increase registration numbers but not
necessarily the quality of such turn out, potentially producing higher levels of abusive
behaviours. Indeed, a recent report> on DNS Abuse in new gTLDs indicates that abuse
counts in domain names primarily correlate with stricter registration policies. At the same
time, it may decrease the accuracy of WHOIS data while raising speculative
registrations.

A full deregulation would certainly reduce compliance cost for registry and registrars, but
would boost the costs to deal with a foreseeable higher number of disputes or legal
challenges relating to .eu TLD names.

Please refer to Annex 2, subsection "Error! Reference source not found."Error!
Reference source not found. for stakeholders' views.

7. HOw DO THE OPTIONS COMPARE?

This section presents a comparison of the options in the light of the impacts identified.
The options are assessed against the core criteria of effectiveness, efficiency and
coherence. It is reminded that all retained and further analysed options are technically
feasible options.

Efficiency

To facilitate the comparison of the regulatory costs, the table below recaps the regulatory
costs described for each option in the previous chapter and highlights the differences
between the options: for instance it shows that option 3 offers slightly greater savings in
comparison to option 2 as the costs for the creation of a separate governance body

> next to TLD size, abuse primarily correlates with domain pricing (free versus paid registrations),

efforts of intermediaries (measured through the proxy of their DNSSEC deployment rate), and strict
registration policies (...) Miscreants prefer to register, for example, standard new gTLD domain names,
which are generally open for public registration, rather than community new gTLDs for which registries
may impose restrictions on who or which entities can register their domains"
https://newgtlds.icann.org/en/reviews/cct/dns-abuse
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(estimated at €50.000) is still lower than the current governance costs borne by the
registry (estimated at €170.000), as well as because option 3 has slightly reduced
administrative costs. Option 4(b)(i) offers even greater savings in terms of regulatory
costs (but only once the transition costs will be absorbed after an 18-month period).

Regulatory costs

Option 2 | Option 3 | Option 4(b)(i)

Compliance costs
Baseline

Registry: €11.365.237
Commission: €150.150

e  registry: no change e Registry: -€170.000 e Registry: -€899.513
e Commission: -€57.200 e  Commission: -€57.200 however transition costs for 18-
month period: €1.688.400
Separate body: €50.000 e Commission: -€150.150

only after 18-months transition

Administrative burden

e  registry: no change e Regqistry: -€4.570 e Registry: -€21.565

e  Commission: no change e  Commission:-€4.644 e Commission: -€23.686
Delay costs

Significantly reduced | Significantly reduced | Significantly reduced

Monitoring costs

No changes | No changes | eliminated

All three options would have a positive impact compared to the baseline scenario. While
the EUIPO option would bring about significant reduction of regulatory costs, amplified
by the internalisation of the administrative cost currently incurred by external
stakeholders (the .eu Registry), it would not bring about nor a positive neither a negative
impact with respect to the .eu market. In contrast, the modernisation and the separate
governance options would bring about positive impacts with both the regulatory costs
and the .eu market, with the separate governance option scoring slightly better when it
comes to the .eu market.

Effectiveness

While all three options would induce an aggregate positive impact compared to the
baseline scenario, it seems that only the separate governance option strikes a positive
impact in all four specific objectives. Indeed, option 2 scores "0" for SO3 (governance)

because it does not introduce any major changes in the current governance structure; and
option 4(b)(i) scores "0" on SO3, considering the overall result of balancing on the one
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hand the enhanced accountability and sustainability that an EU Agency would ensure and
on the other hand the negative impacts in terms of risks of disrupting the Registrar
channel. Option 4(b)(i) also scores "-" for SO4 because even if there could be some
advantages in terms of increasing the attractiveness of the .eu (for instance by building
synergies with other services and activities performed by the Agency), it would
nevertheless be perceived in a negative way by the market, therefore making the .eu less
attractive to registrars and ultimately to end users.

Coherence

The modernisation and the separate governance options are coherent with other policies,
whereas the EUIPO option is not, given that it presents higher disruption risks with
respect to the other two options and that it might decrease the dynamism of the .eu in a
fast changing market

The following table summarises the merits of each option against the baseline scenario,
based upon the impact analysis performed in Section 6:

Table 4. Comparison of the impact of the different options™.

Options The.eu Regulatory | SO1 | SO2 | SO3 | SO4
market costs

Baseline v 0 0 0 0 0 0 0

Option 2: v + + ++ ++ 0 ++ +

Modernisation

Option 3: v/ ++ + ++ ++ + ++ +

Separate

Governance

Option 4(b)(i): | v 0 ++ ++ + 0 - -

EUIPO

The main reason why option 3 scores better than option 2 is that while the set-up and
implementation of the separate governance structure (option 3) requires some additional
efforts in comparison to option 2 (which would be only partially offset by a small
decrease in EC governance work), it is expected to improve transparency and
accountability, therefore better fulfilling the SO3 of ensuring a governance structure in
line with technical and governance best practices in the field. Indeed option 3 combines

% The symbol "v " indicates the technical feasibility of the option. The comparison is performed on the
core criteria, efficiency, effectiveness and coherence, on a scale of "++" indicating a very positive impact’;
"+" indicating a positive impact; "0" indicating no impact; "-" indicating a negative impact and "- -"
indicating a very negative impact.

51

www.parlament.gv.at



the advantages of a modernised, light-weight and principles-based framework as foreseen
in option 2 (modernisation) with the additional mechanism to ensure a separate
governance.

8. PREFERRED OPTION

The above analysis has shown that option 3 "Separate Governance™ constitutes the best
option. The modernisation option is slightly lagging behind it, because it does not
effectively meet specific objective 3 on governance. A sensitivity analysis (detailed in
Annex 4) demonstrates the robustness of the options' ranking irrespective of the ranking
method used (aggregative method - without or with weights - versus outranking method).

In summary, the main arguments in favour of the separate governance option are:

e The introduction of a multistakeholder separate body would effectively strengthen
and widen the input into the good governance of the .eu Registry and increase the
transparency of its corporate governance.

e At the same time a significant simplification would be achieved by the amendment of
Regulation 733/2001 and the removal of technical and administrative constraints
included in current Commission Regulation 874/2004, boosting the .eu TLD
readiness to adapt to the market and its attractiveness — therefore the benefit it can
bring — to end users.

In addition, the EU would show consistency with its declared support for the

multistakeholder model with respect to Internet governance. Caution would be exercised

to ensure that mechanisms exist to harness the best of the model. Such mechanisms can
be (but are not limited to) robust appointment criteria, renewal clauses and oversight of
such a multistakeholder separate body.

With respect to vertical integration, the option of keeping a strict requirement
(prohibition) in primary legislation is highly unusual; it adds to rigidity and does not help
achieve the objectives of the initiative. Lifting strict prohibition of vertical integration
from primary legislation is the option that would better serve the objective of creating a
future-proof legal framework; the appointed Registry will be allow to offer direct
registrations to end users only through its website. The Registry operator will not become
a full registrar: the end users will be able to reserve a domain name with the Registry and
they will be redirected to accredited registrars to get additional services (such as
webhosting, webpage, email). This system will be implemented through the contract,
which will provides the restriction to the Registry to only offer direct registration from
the website and the obligation to set the price in consultation with the Commission, on
the basis of non-discrimination on registrars and affordability for end users. The price of
the registration will not be stipulated in the contract, leaving space for different
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approaches. Furthermore, the price for the end users to reserve a .eu domain name will be
the same, whether they will refer to the Registry or registrars for registration. The
registrars will continue offering different additional services at different prices. Not
differentiating the price is technically and administratively easier to be implemented by
the Registry rather than introducing a complete separate set-up for end users registering
directly; it also facilitate the Commission monitoring that the Registry does not abuse its
market power over the registries.

With respect to the eligibility criteria the preferred option is to introduce citizenship as a
criterion for registration for natural persons while keeping residency as the criterion for
both natural and legal persons. Third country citizens residing in the EU/EEA will
continue to be eligible to register a .eu domain, furthermore, EU/EEA citizens, regardless
of their place of residence, will also be able to register a .eu domain.

It is reminded that neither the pursued option for the vertical integration, neither the
pursued option for the eligibility criteria is going to affect or alter the impacts expected
from implementing separate governance.

As mentioned in the first sections of this impact assessment, the .eu Registry is appointed
through a call for expression of interest and is awarded a contract following the selection
process. The duration of the contract is currently for five years, whereas there is the
option to renew it. The new rules will apply to the selection of the next .eu Registry
operator and the planning of the legislative review will be aligned with the selection
procedure of the next operator.

8.1. REFIT (simplification and improved efficiency)

This initiative includes simplification and improved efficiency objectives clearly
articulated in specific objective 1 "remove outdated legal/administrative requirements”
and in specific objective 2 "create futureproof rules for the .eu TLD". The preferred
option would entail a lightweight, principles-based framework. Primary legislation would
only contain the principles which the functioning of the .eu TLD must abide by, while all
unnecessary and detailed administrative and technical requirements would either be
suppressed if they are outdated, or moved to a separate easily adaptable framework®,
thus enabling the .eu to adapt to the rapid evolution of the TLD market and dynamic
digital landscape, and the Registry and the Commission to focus their resources on
strategic issues rather than on administrative processes.

% More detailed implementing provisions laying down Public Policy and Procedures (PPPs) would be
contained in a separate document directly incorporated into the contract between the European
Commission and the appointed Registry operator.
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As analysed in section 6, the preferred option would reduce regulatory costs with respect

to the baseline:

Table 5. Regulatory costs reductions for the preferred option.

REFIT Cost Savings — Preferred Option(s

Description Amount Comments

Reduced governance cost for the .eu [€170.000 Reduced compliance cost
Registry (as some of these tasks would be for the .eu Registry

taken over by the multistakeholder |Recurrent

separate body)

Reduced time to be devoted at|€57.200 Reduced compliance cost
Commission level to the implementation for the Commission

of the .eu Regulations (as the Regulations |Recurrent

would be simpler)

Omission of 106 (attending informal |€4.570 Reduced administrative
meetings to discuss specific actions burden for the .eu Registry
including possible refinements to the |Recurrent

Regulations)

Omission of 106 (attending informal |€4.644 Reduced administrative
meetings to discuss specific actions burden for the Commission
including possible refinements to the |Recurrent

Regulations)

Reduced delay costs

By the lead time

necessary to
amend the
Regulations
Recurrent

For the end users by the
timely  availability  of
technical and market
innovations in the domain
name sector

Additional compliance cost related to the preferred option

As discussed in section 6, the multi-stakeholder body would need to be adequately
resourced by the European Commission, with a cost estimated at around €50.000 per

year.

9.

HOwW WILL ACTUAL IMPACTS BE MONITORED AND EVALUATED?

Under the preferred option, the new legal framework would allow the required flexibility
to cope with market changes without the need for legislative reviews. It would thus create
a future-proof legal framework. At the same time the introduction of a multistakeholder
body will enhance oversight over the Registry and better governance.
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To evaluate the actual impacts of the preferred option, the following set of operational

objectives and corresponding core indicators are proposed.

Table X. Specific objectives, operational objectives and core indicators

SO 1: Remove outdated
legal/administrative
requirements

Delete obsolete provisions

Lift administrative constrains

SO 2: Ensure the rules are
future-proof and allow the .eu
to adapt to the rapid evolution
of the TLD market and the
dynamic digital landscape,
while at the same time
incorporating and promoting
EU priorities in the on line
world

Simplify the .eu legal
framework and move necessary
detailed arrangements
concerning the functioning of
the .eu TLD to the policy
principles and procedures
document (annexed to the
contact with the registry
operator and therefor easy to
amend)

Promote the EU priorities in the
on line world through the .eu
TLD

Lead time to introduce a
technical update or a new
policy

Number of international
engagement MoU and/or
agreements and/or activities

Number of publications

SO 3: Ensure a governance
structure that both reflects
technical and governance best
practices and serves EU public
interest

Set up an advisory separate
body with multistakeholder
participation

Enhance oversight over and
accountability of the Registry

Number and importance of
findings of external audits on
the .eu Registry

Robustness and resilience of the
technical infrastructure

Annual vulnerability  and
penetration tests rates

Long-term financial
sustainability indicators

including percentage of bad-
debtors

Number of assessed risks,
number of business
continuity plan exercises
over a year, non-conformities
out of BCP exercises
Disaster recovery timeframes
Number of Court cases per
year and possible financial
costs

SO 4: Promote the
attractiveness of .eu

Reinforce consumers' choice in
the .eu TLD

Support its competitiveness in
the TLD market

Attract competition with respect
to future would-be .eu Registry
operators

Registration volumes and
renewal rates

Number of DNSSEC signed
domain names

Registrar network expansion
rates and geographical gap
filling performances

eu perception among end-users
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Click-through rates (CTR)
and impressions of awareness
campaigns

Social media positive
followers and engagement
rates

Standards and service levels
for customer support (end
users) including
responsiveness rates
Standards and service levels
for customer support
(registrars) including
responsiveness rates
Registrar satisfaction survey
ratings

Number of abuses on .eu
TLD names

Please refer to Annex 13 for a thorough explanation of the indicators and the benchmark

for each indicator.

Under the current legal framework, the Commission has to submit regularly a report to
the European Parliament and the Council on the implementation, effectiveness, and
functioning of the .eu TLD. In the new framework, this reporting will also serve as
assessment tool to test the success of the preferred option, by means of examining and

reporting on all the aforementioned indicators.
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Annex 1: Procedural information

Lead DG, CWP references

This Impact Assessment was prepared by Directorate E "Future Networks™ of Directorate
General "Communications Networks, Content and Technology".

The Commission Work Programme reference of the initiative "Evaluation of Regulation
EC 733/2002 establishing the ‘.eu’ top-level domain (TLD) and Regulation EC 784/2004
laying down public policy rules concerning the implementation and functions of the .eu
TLD" is COM(2016) 710 final, particularly Annex 2.

Organisation and timing

Several other services of the commission with a policy interest in the assessment of the
initiative have been associated in the development of this analysis.

The Directorates General participating in the Inter-service Group chaired by the
Secretariat General included:

e The Secretariat General
e The Legal Service
e The Publications Office
e DG Migration and Home Affairs
e DG Eurostat
e DG Trade
e DG Joint Research Centre
e DG Informatics
e DG Communication
Meetings of the Inter-service Steering Group were held on:

e 28" March 2017. The draft inception impact assessment and the draft terms of
reference for the evaluation and impact assessment were discussed.

e 15" December 2017. The draft evaluation and IA were discussed.

! Commission Work Programme 2017, Delivering a Europe that protects, empowers and defends,
https://ec.europa.eu/info/sites/info/files/cwp 2017 en.pdf; Annex 2,
https://ec.europa.eu/info/sites/info/files/cwp 2017 annex ii en.pdf
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Consultation of the Regulatory Scrutiny Board

The Regulatory Scrutiny Board (RSB) hearing was scheduled for 14 February 2018. The
initiative was treated in written procedure instead. The RSB recommendations led to the
following changes:

The findings of the evaluations were explicitly included in the problem definition section.
The magnitude of the problem was clarified. The relative lack of stakeholder interest was
highlighted, it was explained that this is due to the fact that the problem is more of a
technical and administrative nature than a broader policy problem.

The text was amended to treat the baseline as an option, instead of discarding it as
inappropriate (its impacts had either way been assessed and used as reference when
assessing the other options). The possible effect of BREXIT on the level of .eu
registrations was added in the baseline.

The description of the options was streamlined to refrain from entering into analysis of
the impacts or early conclusions. The separate governance option was further elaborated
to explain what kind of legal requirements will be introduced regarding the establishment
and functioning of the separate body and the tasks and powers of the Commission. The
text on early discarded options was redrafted (including moving some parts of annex 5
into the report) to provide stronger argumentation for discarding the options.

The numbering of options was corrected to remain consistent throughout the report.

In the impacts section, the comparison of the options was further elaborated and the
scoring system in the comparison table was adjusted to better reflect the analysis of the
impacts of the different options. A tabular overview of the regulatory costs for the
various options was introduced to facilitate the comparison. The scoring was also
updated in the sensitivity analysis provided in annex 4.

The preferred option section was amended to address further clarifications on the vertical
integration and the eligibility criteria. Regarding vertical integration, it was clarified that
the price of the registration of a .eu domain name will not be stipulated in the contract
between the Commission and the Registry. Furthermore, a more clear explanation on
how the strict requirements (prohibition) of vertical integration will affect the .eu
Registry was provided. Concerning the eligibility criteria, it was specified that that the
intention is to introduce citizenship as a criterion for registration for natural persons
while keeping residency as the criterion for both natural and legal persons. The entire
Impact Assessment reflects this amendments and clarifications.

In the monitoring section, the indicators proposed were linked to operational objectives
which in turn were linked to the four specific objectives of the initiative. A table was
included to clarify the links. It was also clarified that these criteria for success of the
preferred option will be regularly evaluated through the report the Commission has to
submit regularly (every two years under the current framework) to the European
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Parliament and the Council on the implementation, effectiveness, and functioning of the
.eu TLD.

Evidence, sources and quality
The Commission gathered qualitative and quantitative evidence from various sources:

Public consultation:

‘Public consultation on the evaluation and revision of the .eu top-level domain
regulation’

Surveys:
EURId registrar survey (October 2017)

« Eligibility, regulatory framework, vertical integration
e Role in Internet Governance.

CENTR survey (ccTLD registries) (July - Sept 2017)
e .eu regulatory framework
e Fact finding ccTLD practices (eligibility, framework, registry’s involvement

in Internet Governance)
e Surplus

Stakeholder meetings:

Brainstorming session with EURId (11.07.2017)

e .eu regulatory framework

Meeting with EURId Registrar Advisory Board (17.05.2017)
« Eligibility, vertical integration

Session at joint HLIG/CENTR meeting (4.10.2017)
e Role of ccTLDs in Internet Governance

European ccTLD registry .at (5.10.2017)

e Fact finding - regulatory framework nic.at/Internet Foundation Austria

Meeting with ICANN (27.09.2017)
e Fact finding

e Regulatory framework
¢ Internet Governance
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European Commission's internal meetings:
EC Cybersecurity Unit (H.1, CNECT) (12.11.2017)

e impact NIS Directive on DNS (MS to assess whether ccTLD is ‘operator of
essential services’)

EC Legal Service SJ (29.06.2017 and 21.11.2017)

e Update regulatory framework
e GDPR implications

EC Legal Affairs Unit (R.4, CNECT) (21.11.2017)
o Legal simplification options
EC Competition Digital Taskforce (EC Digital TF, DG COMP) (27.11.2017)

o Vertical Integration
o Budget and non-profit/profit operator structure

Written stakeholder contributions:
Open-Xchange (2.8.2017)
e DNS security, DNSSEC
MARQUES, the European Association of Trade Mark Owners (25.08.2017)
e Regulatory framework
e Role in Internet Governance
ECTA, European Communities Trade Mark Association (13.06.2017)
EURid (18.06.2017)
e Regulatory framework
EUIPO, European Union Intellectual Property Office (26.9.2017)

e Regulatory framework and operational perspectives

EXTERNAL REFERENCES:

EURId, EURId's Quarterly update, Q3 2017 Progress Report

EURId, EURId's Quarterly update, Q2 2017 Progress Report

EURId, Annual report, 2016

EURId, Environmental Statement, 2015-2017, ‘Going green’,
https://eurid.eu/en/going-green/
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EURId, 'Another  reforestation  project undertaken by  EURId'
https://eurid.eu/en/news/another-reforestation-project-undertaken-by-eurid/
EURid, ‘Website wusage trends among top-level domains' 2014,
https://eurid.eu/media/filer _public/03/2¢c/032cbaa0-b61f-4bc9-87a4-
188a256d6a35/websiteusagetrends2014 eurid.pdf and 2011,
https://eurid.eu/media/filer _public/7b/93/7b93d320-99¢7-45e3-ae77-
d7418fb73691/insights cat nov2011.pdf

EURId, eu awareness study, 2015,
https://eurid.eu/media/filer _public/0a/19/0a1926a8-63d1-49¢1-8543-
21aaf06d9358/eurid_awareness_survey 2015.pdf

EURId, Registrar Advisory Board established, Domainpulse, October 2008,
http://www.domainpulse.com/2008/10/07/eurid-registrar-advisory-board-
established/

The Verisign Domain Name Industry Brief, Volume 14 — Issue 3 — September
2017 , https://www.verisign.com/assets/domain-name-report-Q22017.pdf
UNESCO, VeriSign, EURIid, World Report on Internationalised Domain Names,
http://idnworldreport.eu/

ICANN, Governance Guidelines, May 2012,
https://www.icann.org/resources/pages/guidelines-2012-05-15-en

CENTR, Domain Wire, 2017/2, ‘Median growth’ chart,
https://www.centr.org/statistics-centr/quarterly-reports.html#

CENTR, Open  stats tool, gTLD  stats, market  overview,
https://stats.centr.org/gtlds

OECD, Council Recommendation on Principles for Internet Policy Making,
2011, https://www.oecd.org/Internet/ieconomy/49258588.pdf

Domain Incite, 'Four in ten new gTLDs are shrinking’, 18 September 2017
http://domainincite.com/22111-four-in-10-new-gtlds-are-shrinking

Digital Economy Act 2010, ‘Powers in relation to Internet domain registries’,
https://www.legislation.gov.uk/ukpga/2010/24/crossheading/powers-in-relation-
to-Internet-domain-registries

Internet World Stats, Internet Users in The European Union 2017,
http://www.Internetworldstats.com/stats9.htm

Registry Backend Overview, Statistics, https://ntldstats.com/backend

AFNIC, Evolution of the .fr and .re registration rules and procedures on March
30th, 20009, https://www.afnic.fr/en/about-afnic/news/general-
news/2724/show/evolution-of-the-fr-and-re-registration-rules-and-procedures-on-
march-30th-2009.html

'Earn money on YouTube' The Guardian, 2012
https://www.theguardian.com/money/2012/jan/13/earn-money-youtube-viral-
video

Net Mundial Multistakeholder Statement, 2014, 2014 http://netmundial.br/wp-
content/uploads/2014/04/NETmundial-Multistakeholder-Document.pdf

The Registrar, 'That apple.com link you clicked on? Yeah, it's actually Russian’,
https://www.theregister.co.uk/2017/04/18/homograph_attack_again/
https://onlinedomain.com/

Trends on Facebook,
https://trends.google.co.uk/trends/explore?q=EURIid,Facebook
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Annex 2: Stakeholder consultation

The stakeholder consultation is part of the Regulatory Fitness and Performance
Programme (REFIT) review of the .eu TLD regulations. It sought to gather input for the
evaluation, assessing the .eu Regulations against the evaluation criteria of effectiveness,
efficiency, coherence, relevance and EU added value. It further aimed to collect input on
issues that may need to be reviewed within the current .eu legal framework through
eventual legislative and/or non-legislative initiatives.

Stakeholders’ consultation Strategy

The consultation strategy supporting the revision of the .eu TLD name Regulations
distinguished between three groups of stakeholders: (1) the parties directly impacted by
the regulations in their day-to-day activities, i.e. the .eu Registry operator and the .eu
registrars, and therefore well placed to assess the current .eu framework and potential
options for the revision; (2) the .eu peers and other stakeholders in the Domain Name
System (DNS) ecosystem, well placed to evaluate the .eu framework and future options
against current practices in the DNS ecosystem; and (3) stakeholders that potentially
benefit from the contribution of the .eu TLD name to the EU Digital Single Market and
the online EU identity, and as such indirectly impacted by the .eu regulatory framework.

The consultation strategy included a public consultation, direct outreach and ad-hoc
meetings with stakeholders, a roundtable discussion with European registries, a survey
amongst European ccTLD registries, and a survey targeting the current .eu registrars. The
public consultation also triggered a number of written contributions from stakeholders.

Public consultation

The ‘Public consultation on the evaluation and revision of the .eu top-level domain
regulations’® was held between 12 May and 4 August 2017 and received 43 replies from
respondents in 17 Member States. It gathered input from stakeholders on the functioning
of the current regulatory framework, opinions on possible future options for the .eu
regulatory framework, and views on the role of a .eu operator in the wider Internet
Governance ecosystem. The report on the responses received was published on 10
November 2017, An analytical report of the public consultation is provided below.

Surveys

2 See https://ec.europa.eu/digital-single-market/en/news/public-consultation-evaluation-and-revision-eu-
top-level-domain-regulations

% See https://ec.europa.eu/digital-single-market/en/news/summary-report-public-consultation-evaluation-
and-revision-eu-top-level-domain-regulations

www.parlament.gv.at



The Commission worked with the current .eu operator (EURId) to survey the base of .eu
registrars. The registrars were invited to assess the suitability of the .eu framework to set
policies and procedures for registering a .eu TLD name. In addition the survey solicited
views on future options for the eligibility criteria for registering a .eu TLD name, and on
the current restriction on the vertical integration of the .eu Registry operator. The
registrar survey was conducted between 29 August and 29 September 2017 and received
59 responses, a 33% response rate.

The Commission worked with the current .eu operator (EURIid) to launch a survey
among the membership of the Council of European National Top-Level Domain
Registries (CENTR). The European ccTLD operators responding to the survey were
asked to express on the objectives and the effectiveness of the current .eu framework, as
well as to provide information on their own legal and regulatory practices for organising
the operation of their ccTLD(s). The survey received 11 responses between July and end
September 2017.

Meetings with stakeholders

The Commission organised a brainstorming session on the revision of the .eu regulatory
framework with the current .eu Registry operator, the European Registry of Internet
Domain Names (EURid) (Brussels, 11 July 2017).

The Commission consulted with .eu Registrars on the Refit of the .eu regulatory
framework, the current eligibility criteria for registering a .eu TLD name, and on the
restriction on the vertical integration of the .eu Registry operator at the meeting of the
EURId Registrar Advisory Board (Florence, 17 May 2017).

The Commission organised a session on the .eu Refit and the involvement of ccTLDs in
Internet Governance at the joint meeting between the European Commission’s High
Level Group on Internet Governance (HLIG - E02450) and the Council of European
National Top-Level Domain Registries (CENTR) (Brussels, 4 October 2017). In
addition, the Commission reached out to individual ccTLD operators to collect insight in
current practices and models for organising the management of a country code TLD
registry.

The Commission met with the Internet Corporation For Assigned Names and Numbers
(ICANN), the not-for-profit organisation responsible for the coordination and
maintenance of the domain name system (DNS), to gather general information and
background on the evolution of the DNS, and to exchange views on current practices in
the management of TLDs in the DNS ecosystem (Brussels, 27 September 2017).

The Commission met internally with different services on issues related to the

management of the European Top-Level Domain and to discuss possible future options.
The Commission (CNECT E.3) met with the Commission’s Cybersecurity Unit (H.1) on
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the impact of the NIS Directive on the DNS ecosystem; with the Commission’s Legal
Service (SJ.A) and Legal Affairs Unit (R.4 CNECT) to gather insights on the legal
simplification options for the regulations and with special attention to a revision of the
process to change the ‘List of reserved names by the Member States’; with the
Commission's Competition law Digital taskforce (COMP.C.TF) on the issue of Vertical
Integration and Registry Operator's budget oversight by the European Commission.

Written Contributions from stakeholders

The Commission received written contributions from the European Communities Trade
Mark Association (ECTA) (13 June 2017) on the topics of vertical integration, European
identity, trust and security on the web, and young people and social media; from the
European Registry of Internet Domain Names (EURIid) (18 July 2017) on the current
registry operator's opinion on the revision of the .eu regulatory framework; from Open-
Xchange (OX) (2 August 2017) on the implementation of DNSSEC for .eu; from the
European Association of Trade Mark Owners (MARQUES) (2 August 2017) on the
value of .eu for brand owners and the appropriateness of the .eu regulatory framework;
form the European Union Intellectual Property Office (EUIPO) (26 September 2017) on
the future of the .eu TLD.

Summary of stakeholders’ views on the main issues related to the .eu regulatory
framework

Views in relation to Evaluation SWD:

Relevance of the .eu regulatory framework

88% of the respondents to the stakeholder consultation and 73% of the respondents to the
survey among European ccTLDs considered the general objective of the .eu regulatory
framework, to create a .eu-top-level domain to contribute to the DSM by encouraging
and increasing secure and reliable e-commerce and build a strong digital identity for
people and organisations in the EU, still relevant.

The EC received stakeholder contributions that recognised ‘the value of the .eu TLD
domain name’ (MARQUES) and confirmed that ‘.eu can and should contribute to the

creation of a shared digital identity for European citizens and companies’ (Open-
Xchange).

Effectiveness and Efficiency of the .eu regulatory framework
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The feedback on the stakeholder consultation provided elements for an evaluation of the
effectiveness of the regulatory framework and the creation of .eu in contributing to the
DSM by encouraging and increasing secure and reliable e-commerce, and build a strong
digital identity for people and organisations in the EU:
e 70% indicated that a .eu extension significantly of or moderately affects their trust
In a website;
e 60% answered that, as a consumer, they would rather buy from a .eu website than
from a website with a generic extension;
e 54% said to prefer a .eu website over websites with another country code.

Further, most respondents to the stakeholder survey agreed that .eu has significantly or
moderately promoted:

e aclearly identifiable digital identity for citizens and business in the EU (81%);

e across-border access to the online marketplace (65%);

e asecure and reliable e-commerce in the EU (58%).

The European ccTLD operators were asked to assess to what extent a ccTLD could
benefit from a regulatory framework. 45% of the respondents to the survey stated that
‘having a regulatory framework poses moderate to significant benefits for ccTLDs’. The
others answered that a framework provides little (45%) or no (9%) benefit.

The EC received stakeholder contributions that indicated that the framework:
e has been successful in:

o assigning a well-performing registry operator, which ‘has been stable,
secure and very well managed’, with staff that ‘are supportive and
understand the needs of business’ (MARQUES);

o allowing the registry operator to work ‘to improve security in the Internet’
which ‘has certainly improved trust amongst users’ (ECTA);

e while imposing some constraints:

o for the .eu Registry operator, by limiting its possibilities to ‘embark on
long term innovative projects as well as to diversify its business’, and to
‘compete against the competitive business models and market players’
(EUIPO);

o for the EU Commission by restricting ‘the promotion of the EU identity’
and potentially ‘put at risk the business continuity of the .eu TLD’
(EUIPO); and

o for the end-user ‘due to the misalignment of the available dispute
resolution mechanisms with user needs’ (EUIPO).

Coherence of the .eu regulatory framework

10
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65% of the respondents to the stakeholder consultation significantly or moderately agreed
that the regulatory framework is coherent with the EU priority for the completion of the
EU DSM; a small minority thought opposite and 25% answered ‘do not know’.

56% of the respondents to the stakeholder consultation significantly or moderately agreed
that the regulatory framework is coherent with global domain name industry best
practices; a few did not agree and 33% answered ‘do not know’.

The coherence with industry best practices was also discussed that the EC*s meeting with
ICANN where it was explained that individual ccTLDs historically have their own rules,
that there exists a very good best practice exchange among European ccTLD operators,
that some registrars call for a harmonisation of the rules and procedures similar to the
ongoing harmonisation in the gTLD space, and that there are some signs of more
harmonisation among ccTLDs. On the latter, 54% of the respondents to the European
registries survey reported ‘that there was no need for streamlining any TLD operational
areas at the EU level’.

51% of the respondents to the stakeholder consultation significantly or moderately agreed
that the regulatory framework is coherent with policies set by other European ccTLDs
while 40 % answered ‘do not know’.

Added value of the .eu regulatory framework

The EU action, with the establishment of legislation on the .eu, provided added value
according to 70% of the respondents to the stakeholder consultation, and 79% indicated
that the action resulting from the .eu framework provided an added value in terms of
building a stronger digital identity for people and organisations in the EU. The European
ccTLDs had a less outspoken opinion on whether the EU action provided added value:
40% of those answering the European registry survey said ‘yes’ while half of the
respondents were ‘not sure’.

Views in relation to Impact Assessment report:

The .eu eligibility criteria

Stakeholder views on a liberalisation of the eligibility criteria for registering a .eu TLD
name are mixed, with arguments in favour of eliminating - territoriality is outdated in a
global and digital world; liberalisation would make .eu more competitive; an increase of
cybersquatting can be reasonably prevented - and arguments in favour of maintaining the
restrictions - liberalisation might limit the possibilities for obtaining a .eu TLD name for
those seated within the EU; liberalisation could lead to more cybersquatting; dealing with
owners outside the EU could complicate the negotiation or conflict process in case of
cybersquatting (ECTA). Registrars pointed to the cost of verification and validation of

11
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the registrant’s identity and the sometimes complex process of checking the information
provided, as the identification of individuals falls under Member States’ competence, and
they requested as few eligibility criteria as possible (.eu Registrar Board).

A majority of the respondents to the stakeholder consultation would agree with relaxing
the eligibility criteria to allow any European citizen to register a .eu TLD name,
regardless of whether or not they are resident in the EU, but would disagree with relaxing
the criteria for companies and organisations, or with eliminating all criteria. Respondents
to the registrar survey agreed that EU citizens (83% agree) and companies operating
within the EU (79% agree) should be able to register a .eu name regardless of whether or
not they are resident of, or established within the EU. The surveyed registrars remained
ambivalent about completely open registration criteria (44% agree; 38% disagree).
Individual respondents to both the stakeholder consultation and the registrar survey
pointed at the need for a solution or a transition phase in case eligibility conditions
change (e.g. for citizens temporarily or definitely residing outside the EU, and for UK
registrants after Brexit).

The current .eu Registry operator ‘supports the citizenship of EU and/or EEA countries
as an eligibility criteria, as opposed to the current residency requirement that penalises
those EU/EEA citizens who are forced to move their residency abroad because of various
factors, but continue to maintain their EU/EEA nationality, and therefore their passport’
(EURId).

Vertical integration of the .eu Registry operator

One stakeholder stated that the restriction on the .eu Registry operator to act as a registrar
for .eu ‘is not representative of the current market trend and its limitations greatly affect
the positioning of .eu in the current environment leaving the .eu Registry with little direct
access to their end-users to intervene and actively promote their TLD. Moreover
initiatives such as free domain names to schools and universities to boost customer
acquisition and retention with the new generation are not possible since they will not be
supported by the current registrars’ (EUIPO). The current registry operator also
recommended removing the clause that prohibits vertical integration and argued that this
would help ‘compliance with the broader EU competition rules that ought to be
guaranteed at all levels, whereas at present the registry operator is discriminated in
comparison with its industry peers and sales channel’ (EURid).

The respondents to the stakeholder consultation were divided over the question whether
the .eu Registry operator should be free to offer .eu TLD names to the end users, or to
end users in underserved markets. While overall a majority of the respondents supported
a removal of the restriction, there was strong opposition within the group of business
representatives. Similarly, of all respondents a majority said to expect end users to
benefit from direct registrations, while a majority of the business representatives did not
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share this opinion. Private individuals were divided on whether allowing direct
registrations could have potential positive side effects and tended to disagree that there
might be negative side effects. Within the subgroup of business representatives, a
majority indicated to expect negative side effects and disagreed that allowing direct
registration could trigger unintended positive side effects.

The respondents to the registrar survey were strongly opposed to letting the .eu Registry
operator free to offer domain names directly to the end user (86% disagreed), or to
allowing the registry to offer .eu TLD names directly in underserved markets (66%
disagreed). Registrars disagreed (68%) with the idea that allowing direct registrations
could benefit end users.

.eu registrars opposed vertical integration because it would increase and distort
competition. Some registrars mentioned, by means of alternative, opportunities for
cooperation with the registry to increase the .eu market penetration in underserved
markets. Registrars also warned about the cost of a registry-registrar integration. (.eu
Registrar Board)

Policy framework to set the .eu rules and procedures

The combination of a multistakeholder policy development process by the .eu Registry
and approval by the Commission was most (49%) suggested as most suitable framework
by the respondents to the registrar survey, followed by ‘policies and procedures
developed by the .eu Registry operator’s board’ (44%). Overall there were lower levels
of support in the suitability of procedures and policies determined by the European
Commission.

A majority (73%) of participants to the European registries survey recommended that in
light of the evolving domain name landscape any regulatory framework is best limited to
set key principles, while the policies and procedures are included in a more flexible
document. 85% of the respondents to the registrar survey agreed that the .eu regulatory
framework should be as light as possible to better accommodate possible, future changes
in the Internet landscape. 65% of the registrars supported the view that policies and
procedures should be set out in the regulatory framework.

The current registry operator provided detailed suggestions on what parts of the current
Regulations would ‘better be placed in a ‘Policy and Procedures’ document that would
complement the revised Regulation and be agreed between the European Commission
and the Registry Operator’. According to the registry operator, such a document ‘should
include some of the registration procedures that are likely to need updating in the near
future due to possible changes to best practices in the domain name industry’ and would
therefore ‘enable the European Commission and the registry to modify those procedures
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quickly without having to go through the lengthy process of updating the a EC
Regulation’ (EURid).

Governance model

In the results of the public consultation, the governance model where the detailed policies
and procedures are developed by the .eu operator through a multistakeholder process and
approved by the European Commission stood out as most preferred option. A majority of
the respondents (74%) and a majority within both subgroups of private individuals (80%)
and business representatives (66%) showed clear preference for this model, while no
respondent marked this option as ‘least preferable’. The governance model where the
policies and procedures are approved by the .eu Registry board was less or least preferred
by a majority (68%) of the respondents to the public consultation. Views were mixed
with regard to the other options (ordered by declining preference): policies and
procedures determined by the European Commission; policies and procedures developed
through a multistakeholder process; policies and procedures set by EU regulation.

The not-for-profit requirement for the registry operator and use of the surplus

The respondents to the stakeholder consultation almost unanimously agreed (93% agreed
of which 70% strongly agreed) that the .eu Registry should continue to be operated by a
not-for-profit organisation. Two respondents did not agree, they suggested that the
registry should be operated by a private company and the public sector.

The current .eu Registry operator recommended ‘keeping a not-for-profit organisation’ as
key requirement for the registry operator’, and supported ‘the use of the surplus to further
promote the .eu TLD, and possible actions within the Internet governance landscape’
(EURId).

A majority of the respondents to the stakeholder consultation (70%) agreed that any
surplus generated by the .eu registration fees should be allocated for supporting EU
priorities in Internet Governance and EU Internet governance related projects. Several
respondents made suggestions on how to use the surplus. Among the most cited were
supporting Internet governance and multistakeholderism, investing in improving security
and developing the Internet infrastructure, and enhancing Internet access and
inclusiveness.

The European registry survey did not provide a clear opinion on whether the .eu surplus
should go back to the EU budget (40% agree, 20% neutral, 40% disagree). Supporting
the EU priorities in Internet governance related projects was the most suggested as
alternative to use the surplus.

The role of the .eu Registry in the wider Internet governance ecosystem
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The respondents to the stakeholder consultation were indecisive on whether the .eu
Registry has a role within the wider Internet governance ecosystem, beyond the smooth
and secure operation of the .eu TLD name (30% yes, 30% no, 40% ‘I don’t know’).
While some participants to the registrar survey agreed (39%), most had no opinion (44%
‘I don’t know”) on whether .eu has a role in the Internet governance ecosystem. Some
registrars added concrete suggestions for initiatives or projects.

One stakeholder indicated that by more fully participating in Internet governance, the .eu
Registry could give European brands ‘a voice at the table where policy is made for the
Internet” (MARQUES).

The Commission discussed the role of a ccTLD registry in Internet Governance with
.eu’s peers at the HLIG/CENTR meeting, where some participants suggested - in line
with their own activities at national level - that .eu should serve as a centre of
competence on Internet Governance, on domain names and on Internet related issues,
promote a free and open Internet, stimulate Internet Governance discussions, and support
the further technical development of the Internet and DNS.

.eu REFIT Stakeholder Consultation

Analysis of online public consultation inputs

1. Background and Objectives of the Consultation

The .eu top-level domain (TLD) was established by Regulation EC 733/2002 of 22 April
2002 and is governed by the implementing rules of Regulation EC 874/2004 of 28 April
2004. On 12 May 2017 the European Commission launched a public consultation® to
collect community input on whether the .eu legal framework still serves its purpose. The
online consultation ran for 12 weeks and closed on 8 August 2017.

The consultation is a part of the REFIT review of the .eu TLD regulations and covers:
e The assessment of the overall functioning of the current framework;
e The possible future options for the .eu regulatory framework;
e Therole of the .eu TLD operator in the Internet Governance ecosystem.

2. Methodology and Respondents

* https://ec.europa.eu/digital-single-market/en/news/commission-launches-public-consultation-review-
rules-eu-top-level-domain
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The Commission sought stakeholders’ views through an online questionnaire. Forty-four
contributions had been received on the closing date: 43 responses on the online
questionnaire and 1 written contribution.

Twenty-five (25) responses came from citizens/private individuals residing in 12 EU
Members States. Most of them were between 25 and 65 years old (19 out of 25). Fifteen
(15) responses came from business representatives, one from an association, and one
from the public sector. The companies/organisations that participated are active in 9
Member States. Overall, contributions came from respondents in 17 Member States® and
from one citizen residing outside the EU (indicated as ‘other’).

Table 6: Type of respondents - absolute Table 7: Respondents - Age distribution
numbers 'Citizens/Private  individuals’ -  absolute
numbers

Citizens/Private individuals | 25 Age < 25 3
Business representatives 15 25 < Age <65 19
Association 1 65 < Age 3
Public 1 Total 25
Other 1

Total 43

Geographic distribution of respondents: country of residence
(private individual), place of operation (business), legal seat
(association, public sector)

Sweden outsitlzle EU Austria

Spain
Poland

UK

Malta
Luxembourg
Latvia

Bulgaria

‘ Czech Republic

Italy

Ireland

Greece

Figure 6: Geographic distribution of survey respondents

The fifteen (15) business representatives mainly work for companies providing IT-
services (10 out of 15). There was one submission from the energy sector and one
respondent indicated to work for a research, scientific or education institution. Three (3)

> “Country of residence’ (private individuals), ‘place of operation’ (business), ‘legal seat’ (association or
public sector).
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responded ‘other’ but specified that they were with a company that provides advice or
consultancy services.

Eight (8) respondents work for a company that provides domain name registration
services: two (2) as a registry, four (4) as a registrar, and two (2) combine both registry
and registrar functions.

A majority of the respondents holds one or Do you have a .eu domain name?
more domain names. 26 out of 43 have a
.eu TLD name; 28 have a domain name,
other than a .eu TLD name®. It is possible
to have .eu and other domain names at the
same time. In general, those that have a
.eu TLD name are actively using it (21 out
of 26), while four (4) said ‘it is just
registered’ and one (1) ‘cancelled the
domain name’.

Figure 7: .eu domain holders among the survey
3. Overall functioning of the current participants (number of respondents)
regulatory framework

a. Assessment of the relevance of the regulatory framework for the .eu

The main aim of the .eu top-level domain is to contribute effectively to the Digital Single
Market by encouraging and increasing secure and reliable e-commerce and build a strong
digital identity for people and organisations in the European Union. 38 respondents
(88%) find the current objectives of the .eu regulatory framework still relevant to address
the needs of EU citizens and businesses.

14 respondents (33%) indicated that the objectives of the .eu TLD should be
complemented. Their suggestions can be clustered in three groups:

a. .eu to foster the creation of ‘a unified environment for culture, information and
discussion in Europe’ and encourage ‘civil society and associations (...) to use
.eu’;

b. More stringent legislation on the use of .eu to block ‘abuses of the extension’,
handle ‘cybersquatting issues and domain disputes’, and ‘limit the use to effective
users’;

c. More flexible eligibility requirements for ‘people and organisations who have an
interest in the EU (...) but who are not necessarily based in a member state’.

b. Assessment of the effectiveness of the regulatory framework for the .eu

30 respondents (70%) indicated that a .eu extension significantly or moderately affects
their trust in a website. 26 (60%) answered that, as a consumer, they would rather buy

® be, .biz, .co.uk, .com, .cz, .de, .fr, .gr, .info, .it, .net, .nl, .org, .party, .vlaanderen; and two respondents
indicated to have ‘several hundreds’ and ‘several others’.
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from a .eu website than from a website with a generic extension. 23 (54%) said to prefer a
.eu website over websites with another country code.

Respondents explained that trust in

Does .eu affect your trust in a a .eu website is based on the

website? expectation that ‘EU privacy and
2 consumer protection laws will be
20 applicable’. Others answered that a
15 .eu extension makes a company
10 ‘more international’ while ‘using a
5 J I !ocal country code (...)_ gives the
0 [ — image that the company aims only to
denificantly modersiel  Btle  notetall donctinew do notuse customers of its own country’. For

a .eu name
Figure 8: 'When a website has a .eu extension, does that some respondents the preference for
affect how much you trust it? .eu ‘has more to do with the

perceived trust on specific ccTLDs
than the assumption that a .eu site is more trustworthy’. They have ‘in general more trust
in .eu than in non-European country codes’ while ‘slightly more trust in .eu than in
eastern European country codes’. Only one respondent said that a .eu extension decreases
the level of trust.

Eleven (11) business representatives use a .eu name. 6 of them (55%) said that .eu
significantly or moderately helped to expand their online business cross border, while 3
(27%) said that there was little or no effect. The opinions are less clear for the effect of a
.eu on turnover or on the ability to attract customers from other countries.

c. Assessment of the efficiency of the regulatory framework for the .eu

For a majority of the respondents the .eu has significantly or moderately promoted ‘a
clearly identifiable digital identity for citizens and business in the EU’ (81%), ‘cross-
border access to the online market place’ (65%), and a ‘secure and reliable e-commerce
in the EU’ (58%).

In general, neither private individuals nor business representatives consider the cost for
holding a .eu TLD name significant. The domain holders were fairly positive about the
cost-benefit ratio: 19 of the 34 (56%) holders of a .eu name gave a clear positive
assessment while only two (2) respondents said that costs exceed the benefits.

Seven (7) respondents suggested simplifying the .eu regulatory framework. Most
respondents, however, answered that there were ‘no’ (18 responses) or that they were
‘not aware’ (18 responses) of areas that could be simplified. Similarly, ten (10)
respondents answered that some areas of the framework could be ‘changed or eliminated,
to reduce regulatory burdens’ while the majority saw ‘no’ (16 responses) or was ‘not
aware’ (17 responses) of areas that could be simplified.

There were several requests to relax the eligibility criteria. Other suggestions included:
safeguards to fight (DNS) abuse, a clarification of the non-profit objective and use of

revenue, amendments to the Alternative Dispute Resolution Rules (ADR), (deletion of)
sunrise details, inclusion of direct registrations in underserved markets.
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d. Assessment of the coherence of the regulatory framework for the .eu

The regulatory framework is coherent with the EU priority for the completion of a
European Digital Single Market say 28 or 65% of the respondents (significantly or
moderately agree). Only one (1) respondent saw a discrepancy between the framework
and the EDSM objectives. Eleven (11) ‘do not know’. Some commented that the .eu
helps to create a conscience of one market and to build ’a strong and reliable digital
identity for people and organisations in the European Union’. Others said that the .eu has
a very limited impact and that other important aspects of the EDSM still need to be filled
in.

The .eu regulatory framework is coherent with global domain name industry best
practices say 24 respondents (56%) (significantly or moderately agree). Most business
representatives agree while a large group of private individuals ticked the ‘do not know’
option. One respondent noted that there might be legitimate deviations from what some
define as industry best practices because of the .eu objectives and the European
understanding of privacy and trade. Others suggested the framework ‘to mandate
adoption by the .eu Registry, registrars and registrants of modern DNS security
technologies’ or asked to lift restrictions that might prevent registrars from ‘mitigating
some forms of abuse more easily’. The Commission also received a written contribution
asking for regulatory action to speed up the adoption and deployment of DNSSEC.

22 respondents (51%) consider the .eu framework more or less coherent with domain
name policies set for other European country code Top Level Domains, while a large
group of 17 (40%) did not know the answer on this question. While one respondent
reiterated that .eu has its own status and origin, several others indicated that .eu could
serve as ‘a benchmark for other ccTLDs’ in Europe.

e. Assessment of the added value of the regulatory framework for the .eu

70% of the respondents (30 out of 43) agreed that the EU action — with the establishment
of legislation on the .eu — provided an added value in terms of encouraging cross-border
secure and reliable e-commerce. Private individuals and business representatives equally
agree with the statement. According to the respondents the .eu regulatory framework
encouraged cross-border secure and reliable e-commerce because it increased trust,
security and reliability; created a feeling of proximity and belonging to an EU
community; helped businesses and organisations to create awareness about the European
rather than country-wide scope of their services and activities; and encouraged the
development of a competitive registrar market. Others see no direct link between a TLD
extension (a label or identifier) and the encouragement of commercial activities. Some
suggested that contractual policies would be more adequate than a regulatory framework
as ‘they are more agile and responsive’ and that ‘achievements (...) could have been
realised more quickly and more flexibly by a much lighter decision-making process,
including more effective multi-stakeholder participation’.

A large majority of 34 respondents (79%) agreed that the action resulting from the .eu
framework provided an added value in terms of building a stronger digital identity for

people and organisations in the EU. .eu helps companies and organisations to be
recognized as being European ‘which in some sectors has added value’ and ‘adds trusts
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especially regarding privacy’. Within Europe ‘it signals a cross-border, translational
mindset’ or scope of one’s business, and fosters a cross-border identity and feeling to
belong to the EU. Two respondents argued that having no legislation or having simple
‘contractual policies’ would be more efficient. Two respondents didn’t attribute any
significant added value to the framework.

4. Possible future options for the .eu regulatory framework
a. .eu TLD eligibility criteria

Under the current eligibility criteria for registration, the .eu TLD is available for residents
of and organisations/companies established in EU members states plus Iceland, Norway
or Lichtenstein (EEA). The respondents were asked to express preference on the
following three options:

(A) A .eu TLD should be available for registration by any European citizen,
regardless of whether or not they are resident in the EU.

(B) A .eu TLD name should be available for registration by any
company/organisation regardless of whether or not they are established in
the EU.

(C) A .euTLD name should be available for registration by anyone regardless
of their residency or nationality criteria.

There is clear support for option (A) and an outspoken disagreement with option (B) and
(C). However a considerable minority supports (B) or (C) and disagrees with (A).

eligibility - EU citizens, regardless of residence eligibility - EU company/org, regardless of establishment eligibility - anyone

Hprivate Individual ™ business  © Association  ® Public sector  © Other ® private individual  ® business  © Assoclation ™ Public sector © Other Hprivate individual  ®business  © Assoclation  ®Public sector = Other
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'] 4 | s f
R — 3| 3 |
: ji : 2 |
! 1 - e |
0-Strongly disagree | 0-Strongly disagree | 0-strongly disagree |
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Figure 9: .eu eligibility criteria — EU citizens regardless of country of residence (A); EU company/organisation regardless of country of
establishment (B); available for anyone, regardless of residency or nationality criteria.

Several respondents link the .eu eligibility criteria with trust. They state amongst other
that ‘a big part of the value (trust) comes from the fact that there is this direct link with
the EU’ and the expectation ‘to find a company established in Europe that follows
European regulations’. They warn that relaxing the eligibility criteria could make ‘the use
of the .eu TLD misleading’. Other respondents are more relaxed on whether EU citizens
residing outside the EU — temporarily or definite — could register or keep their registered
.eu TLD name. A few alternative and additional eligibility criteria were suggested, e.g.
allow registrations for companies based in the EU and their worldwide subsidiaries,
prohibit registration by for persons or companies that had legal problems with the use of
domain names, and create a transition phase for when eligibility conditions change (for
example .eu registrants in the case of Brexit).
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b. .eu TLD registry

A large majority of 35 respondents (81%) showed a mild to strong preference’ for a .eu
regulatory framework that sets policy and procedures to be followed by the registry
operator.

The respondents are divided over the question whether the .eu Registry operator should
be free to offer .eu TLD names directly to end users, with a light tendency to support
direct registrations. Private individuals are most outspoken in favour while opinions
amongst business representatives are mixed and almost half of them strongly oppose
direct registrations.

Similarly, respondents are divided on whether the .eu Registry operator should be free to
offer .eu TLD names directly to end users in underserved markets where end-users have
difficulties in finding a local domain name provider. The overall support for direct
registrations in underserved markets hides that there is strong opposition within the
business representatives.

direct registrations direct registrations underserved
markets

¥ private individual M business  © Assoclation ¥ Public sector Othar

S private individual ™ business  © Assoclation S Public sector S Other

& -Strongly agree | —_—
1 e — 5 - Strongly agree
e, 4 —
1
P
S —
e —
1 1
0- strongly disagres 0 - Strongly disagree
a i 4 [ -1 10 12 14 ] z 4 B 8 1o 12 14

Figure 10: ‘The .eu Registry operator should be free Figure 11: ‘The .eu Registry operator should be free

to offer .eu registrations directly to end users.’ to offer .eu registrations directly to end users in
underserved markets where end users have difficulties
in finding a local domain name provider.

Overall, respondents think that allowing the .eu Registry operator to offer domain names
directly to end users is likely to benefit end users. A majority of the business
representatives, however, disagrees with this statement.

A small majority of the respondents does not expect unintended positive side effects from
direct registrations. Surprisingly, a similar small majority also doesn’t expect unintended
negative side effects. Private individuals are divided on the potential positive effects but
tend to disagree that there might be negative side effects. The majority of business
representatives expects negative side effects and disagrees that there might be unintended
positive side effects.

A high price for direct registrations could minimise unintended side effects suggest two
respondents. Others look at the supervisory board and increased transparency to handle
or avoid side effects. One respondent concluded that ‘unless the registry can offer a
service or product that is not so interesting for registrars (...) it makes no sense (...) to
compete directly with a mature multi-million EUR industry’. Another respondent added

7 Mild to strong preference = answers 3, 4 or 5 on a scale between ‘0 — Strongly disagree’ and 5 — Strongly
agree’.
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that the ‘potential anti-competitive effects of unfair competition by vertically integrated
gTLD registrars, need to be thoroughly analysed and reported a matter of general concern
for the ccTLD community in Europe and elsewhere’.

There is almost unanimous and strong support for the requirement that the .eu TLD
operator should continue to be operated by a non-for profit organisation/association. 40
respondents (93%) support this statement, with a large majority (70%) strongly agreeing.
All business representatives agreed that the .eu Registry operator should be not for profit.
Two respondents did not agree, they suggested a private company and the public sector
as alternative operator.

The respondents were requested to choose the most suitable governance framework to
determine detailed policies and procedures for .eu. Below are the different options,
ordered by preference — most preferred first.

(A)Published policies and procedures developed by the .eu Registry operator
through a multistakeholder process and approved by the European Commission.

(B) Published policies and procedures determined by the European Commission.

(C) Published policies and procedures developed through a multistakeholder process.

(D) EU Regulation.

(E) Policies and procedures developed and approved by the .eu Registry operator’s

board.
multistakeholder & approved by EC policies and procedures by EC
S private individual ™ business  © Assoclabon B Public sector © Other Eprivate individual  ®business  © Assoclation  ® Public sector S Other
&th - Least preferable &th - Least preferable
Sth Sth
dth dth
3rd 3rd —
2nd 2nd
1st - More preferable 1st - More preferable
1] 2 4 [ g W 12 14 16 18 Q 2 1 6 B W 12 14 16 18
multistakeholder process EU Regulation
®private individual ¥ business  © Assoclation ™ Public sector © Other ®private Individual ¥ business  © Assoclation  ® Public sector  Other
&th - Least preferable &th - Least preferable
Sth Sth
dth dth -
3rd Ird
2nd 2nd
1st - More preferable { 1st - More preferable
oz 4 & & 0 12 14 16 18 oz 4 & B 0 12 1 18 18
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-eu operator's board Figure 11: preferred governance framework to determine

® private individual ™ business  © Association M Public sector  ® Other the detailed pOIiCieS and procedures for .eu

&th - Least preferable

ath

3rd

e
dh e——
—
N e ——
I
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=3

2 4 B B 10 12 14 16 18

Option (A) stands out as most preferred governance framework to determine the detailed
policies and procedures for the .eu Registry operator. A large majority of 32 respondents
(74%) has a clear preference® and no respondent marked option (A) as ‘least preferable’.
(A) is preferred within the subgroups private individuals (20 out of 25, 80%) and
business representatives (10 out of 15, 66%).

Only option (E) is clearly disapproved of. It is the only governance framework that is less
or least preferred® by a majority of the respondents (29 out of 43, 68%), and a majority of
the private individuals and the business representatives.

Some respondents commented on their preferred choice. They underlined amongst other
the importance of transparency, a good collaboration with the registrars, they saw a
coordinating role for the European Commission or an authoritative role for the
Parliament, or want to link .eu rules and procedures to the ICANN multistakeholder
process.

5. Internet Governance wider ecosystem

A majority of the respondents (30 out of 43, 70%) agrees that any surplus generated by
the fee associated to the .eu TLD name that is not spent by the .eu Registry operator
should be allocated for supporting EU priorities in Internet governance and EU Internet
governance related projects. There’s equal support amongst the private individuals and
business representatives.

Several respondents suggested activities and projects that could be supported from the
surplus.

Most prominent are suggestions to use the surplus to support Internet governance and
multistakeholderism and promote EU participation; to invest in improving security and
developing the Internet infrastructure; and to enhance Internet access and inclusiveness
(including Internet literacy among the elderly, unemployed, poor, children, etc.).

These are followed by suggestions to promote the use of .eu, establish a stronger EU
(online) identity, educate businesses and users to maximise their online presence and

® Clear preference = answered 1, 2 or 3 on a scale between ‘1 — More preferable’ and ‘6 — Least
preferable’.

? Less to least preferable = answers 4, 5 or 6 on a scale between ‘1 — More preferable’ and ‘6 — Least
preferable’.
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support Internet startups. Two respondents also mentioned initiatives to support Net
Neutrality.

Finally, there were suggestions mentioned by only one respondent, such as supporting
the participation of EU citizens in the work of the EU institutions, reduce the cost of a .eu
TLD name, software development and other projects that benefit the Internet at large.

Views are mixed on the question whether the .eu Registry has a role, within the wider
Internet governance ecosystem, beyond the smooth and secure operation of the .eu TLD
name. 13 respondents (30%) said ‘yes’, 13 said ‘no’, while 17 respondents (40%)
answered ‘I do not know’. Also within the subgroups of private individuals and business
representatives, there’s no clear preference in favour or against a role for the .eu Registry
operator beyond operating the .eu TLD name.

Some suggested that the .eu Registry operator could be involved in education, capacity
building and awareness rising on domain names and Internet/Internet governance — one
suggested in particular educating and informing MEPs and legislators; help fighting
cyber-crime; act as a facilitator for Internet governance activities; or help to harmonise
and standardise ccTLD practices in Europe.
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Annex 3: Who is affected and how?

Practical implications of the initiative

This initiative concerns the functioning and management of a top-level domain name (ccTLD).
This is a predominantly technical, sector-specific issue pertaining to the domain name system
(DNS) industry. Moreover the initiative is aimed at better enabling an already well-established
domain to function within a changed and continuously evolving environment.

The impact of the intervention is going to be limited and to affect the following stakeholders: first
and foremost the Registry that will have to implement the new framework and secondly the
European Commission.

The network of accredited registrars will hardly feel any impact. Registries of other TLDs and
other stakeholders in the domain name ecosystem will not be affected by the intervention.
Neither will Member States' administrations.

End users, i.e. registrants or potential registrants (citizens and SMEs), will only be indirectly
impacted to the extent the preferred option will ensure they will continue to enjoy the benefit that
the .eu TLD brings to them (deriving from the link to the online EU identity and the single

market) provided they choose to use a .eu TLD.

Summary of costs and benefits

Tables 8, 9. Overview of benefits and costs

I. Overview of Benefits (total for all provisions) — Preferred Option
Description Amount Comments
Direct benefits
Compliance  cost reductions by |€ 170.00 Reduced compliance cost for
reducing the governance cost for the the .eu Registry
.eu Registry (as some of these tasks
will  be taken over by the
multistakeholder separate body)
Compliance cost reductions by |€ 57.200 Reduced compliance cost for
reducing time to be devoted at the Commission
Commission level to the
implementation of the .eu Regulations
(as the Regulations will be simpler)
Administrative burden reductions by |€ 4.570 Reduced administrative
omission of the 10 of attending burden for the .eu Registry
informal meetings to discuss specific
actions including possible refinements
to the Regulations
Administrative burden reductions by |€ 4.644 Reduced administrative
omission of the 10 of attending burden for the Commission
informal meetings to discuss specific
actions including possible refinements
25
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to the Regulations

Reduced delay costs By the lead|For the end users by the
time currently |timely availability of technical
needed to|and market innovations in the
amend the|domain name sector

Regulations

Indirect benefits

A better functioning .eu TLD Ensuring  the|For end users
availability  of
the .eu benefit

(B)

Increased ability of Registry staff to |Improved For registrars
focus on the registrar channel as a |service
result of simplifying administrative
requirements

I1. Overview of costs — Preferred option

.eu Registry European Commission
One-off  |Recurrent One-off Recurrent
Direct costs
Indirect costs
Supporting the | Direct costs € 50.000
mult;-sttalgegolder Indirect costs Oversight
separate body over the
separate
body*

Annex 4: Analytical methods

This annex provides a description of the methodological approach to the impact
assessment by summarising the main methodological elements.

'* This cost is included when calculating the overall compliance cost compared to the baseline for the
preferred option. The reduction of € 57.200 mentioned above for Commission compliance cost takes into
account the extra cost for the additional activity to exercise oversight over the multi-stakeholder separate
body.
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The analysis was conducted through the standard cost model for estimating
administrative costs and complemented by a multi-criteria analysis to analyse the policy
options.

Impact assessment framework

The evaluation attached to this impact assessment considered how successful the current
EU legal framework has been in achieving or progressing towards the objectives of
setting up the '.eu’ Top Level Domain, to be ‘a key building block for electronic
commerce in Europe’, and support the objectives of Art 114 of the Treaty [functioning of
internal market].

Both positive and negative aspects in relation to the above mentioned objectives were
assessed. These were also evaluated in the light of the described market developments.

Data collection and analytical exercises

The impact assessment relied on a number of different data sources, including a public
consultation on the evaluation and revision of the .eu top-level domain regulation; the
results of external surveys respectively commissioned by EURid and CENTR; written
contributions provided by Open-Xchange, the European Association of Trade Mark
Owners (MARQUES), the European Communities Trade Mark Association (ECTA), and
the European Union Intellectual Property office (EUIPO); and external references from
relevant stakeholders including EURId, Verisign, ICANN, CENTR, AFNIC and OECD.
See Annex | for further details.

Challenges and limitations

One of the major limitations of this exercise was the low level of awareness of detail of
the .eu Regulations amongst the interested stakeholders. This was clearly showed by the
high levels of ‘don’t know’ responses in our public consultation. One possible reason for
this is that neither end-users nor ccTLD registries are directly involved or impacted by
the .eu Regulations — although the EU citizen does indirectly experience an impact on the
market performance of .eu TLD from the .eu Regulations.

Furthermore, it needs to be considered that input provided by the various ccTLD
registries might have been subject to partisan reasoning. Recognising the limitations of
this qualitative data, statistical and quantitative evidence was given the due importance.
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Annex 5: Early discarded options

@ OPTION 1: COMMERCIALISATION

This option would provide a high level of flexibility, allowing the registry to adapt quickly to
changing circumstances. On the other hand, it would significantly limit oversight by the
European Commission. The Registry might still have to operate within an established
framework and abiding certain conditions, however, it could act in a purely commercial
environment, seeking profit.

The option is likely to create a fully commercial .eu TLD in which there would be little
guarantee that EU values or objectives would be prioritised and adequately pursued.

The option is weak both from a political and legal point of view. Politically, it would be hard
to convince the Council and the European Parliament to give away a substantial part of their
indirect oversight over the .eu TLD. Moreover, weakening the involvement of the EU in an
area which is becoming highly sensitive (such as the policy-making in the DNS space) and in
a political context where increased political attention is given to issues related to the security
and trust on the Internet, would not be in line with the current political context.

Such an option does not have support from stakeholders: in the online public consultation,
70% of respondents strongly agreed that the .eu TLD should continue to be operated by a non-
for-profit organisation.

Moreover, having a "for profit" operator might have consequences in terms of EU
competition law if the European Commission would like to have a say on where and how to
allocate the profits generated by the sale of the .eu TLD name.

Despite guaranteeing a strong level of flexibility, this option encounters several weaknesses in
terms of feasibility, both from a political and legal point of view. Moreover, the .eu TLD has a
strong association with European identity — a full externalisation of its management might
undermine that unique aspect. Therefore_this option is not appropriate to achieve the
objectives specified in section 4.

@ OPTION 4: INSTITUTIONALISATION

® 3. INTERNALISATION

DG DIGIT already confirmed that it would still be necessary to have a contract with an
external provider to ensure the necessary daily operational activities. This option does not
seem to bring a clear added value.

This option is therefore not technically feasible and it was discarded.
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© b: EU AGENCY (ENISA)

The transition of the management of the .eu TLD to an EU agency is a delicate process which
requires careful planning and preparation. It could even be interpreted by the market as a lack
of confidence by the EU Commission in existing arrangements. Therefore appropriate
measures should be taken to mitigate these risks.

One of the main, negative perceptions of the .eu TLD at present is that it is seen as too
"institutional™ compared with other more innovative TLDs. Having an EU agency manage the
.eu TLD would reinforce and strengthen that perception.

On the other hand, this option would certainly provide the EU institutions with a strong
oversight, as well as increased stability and business continuity, over the management of the
.eu TLD.

The option of moving the .eu Registry to ENISA is also early discarded despite some
potentially interesting synergies which could be developed in the area of cybersecurity.
Considering that the extension of the mandate of ENISA, as part of the cybersecurity package
currently being examined by co-legislators, already foresees a number of new tasks for this
agency, incorporation of the .eu is not a realistic option. Moreover, this agency does not
currently have the technical capacity for the operation and management of the .eu. Acquiring
it would be costly and inefficient.
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Annex 6: ccTLD registry best practices

Over the past twenty years, the country code Top-Level Domain (ccTLDs) community
experienced major changes. Most of the ccTLDs were born in the eighties in a pure academic
environment as Internet was brought to the various countries via the university networks.
Therefore, at the very beginning ccTLDs were a local “service” with very limited knowledge
of what was going on among their peers.

The domain name environment knew a sort of golden age at the end of the 90’ when many
ccTLDs saw that the demand for domain name was becoming higher and therefore, it was
time for them to update their policies and procedures and be closer to the market. It was the
time many ccTLDs decided to get deregulated by softening their registration rules, by opening
to other countries, by learning from other industry peers’ best practices. It was the time when
the regional ccTLDs organisations were established with the objective to help the dialogue
among ccTLDs, to assert their rights in the rising ICANN landscape and to facilitate the best
practice sharing, keeping in mind that each ccTLD is almost unique because of the specific
context where it has grown.

In May 2001, the Council of European Top Level Domain Registries (CENTR)™, the ccTLD
organisation mainly for the European region, published the very first document about best
practice guidelines for ccTLD managers™2. The document represented a landmark for ccTLD
for several years and contributed to strengthening the need for ccTLDs operators to have a
look at what others are doing before making changes in their policies. The guidelines contain
a clear reference to Internet best practice principles that are:

e self-regulation;

e bottom-up authority (the Internet consists of cooperative networks);

e consensus (requirement for self-regulation);

e transparency (requirement for self-regulation);

e cooperation based on trust and fairness.

Those principles still are still valid nowadays and are followed by the Internet operators.
The net is quite rich of presentations about ccTLD best practices mainly given by ccTLD

regional organisations’ and/or ICANN representatives'®, Over the years both ICANN and
ISOC have developed numerous joint ccTLD tutorials for various regions of the world, with

1 www.centr.org
12 https://archive.icann.org/en/cctlds/centr-2nd-best-practices-20may01.htm

3 https://www.iana.org/about/presentations/davies-sofia-bestpractice-061025.pdf,
https://www.pacnog.org/pacnog4/presentations/save-cctld-best-prac.pdf
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the ultimate intent to improve the literacy of those ccTLD operators who did not have the
capacity to attend international forums**.

One of the very first and still most interesting ccTLD best practices’ presentations on domain
name policy models™ is the one by Hilde Thunem, CEO of NORID, the .no registry manager,
who made an excellent analysis of the correlation between requirement for a domain name
applicant and the number of domain names allowed per applicant. The assessment showed
that in most of the cases the more relaxed are the eligibility criteria, the higher are the chances
to have more registrations even if at some risk.

So far, ccTLD best practices have been investigated at various levels, not only in high-level
areas such as the registry governance model, interaction between the registry and its sale
channel, the pricing schemes, business continuity but also in more detailed aspects such as
domain name transfer, bona vacantia, launch of Internationalised Domain Names at the
second or top level, use of DNSSEC and authentication methods for registrars.

The World Intellectual Property Organisation published a best practice document for ccTLDs
for the Prevention and Resolution of Intellectual Property Disputes®. In late 2006 the
Organisation for Economic Cooperation and development delivered a study on the evolution
in the management of the ccTLDs' that contains some useful comparisons among ccTLD
policies despite of also containing numerous factual mistakes and wrong assumptions.

The dynamics between ccTLDs and the local dimension of Internet governance have also
been extensively investigated. One of the most complete studies in this respect remains the
one produced by Carolina Aguerre, former Latin America country code TLD Organisation
manager (LACTLD). Her working paper “incorporates institutionalism as a framework for
mapping the main players which are determining the particular organizational field of
national Internet Governance and the role played by ccTLDs. The analysis shows that the
Internet organizational field is highly politically dependent from a domestic/local perspective
and that the institutions which are involved in Internet Governance, including ccTLDs are
pursuing active policies in trying to configure a field that is not yet institutionalized™®.«

At present, CENTR remains the most proactive and valuable source of ccTLD registry best
practices. Since 2002, every 2 or 3 years the CENTR A-level survey has given an insight on
the organisation and main policy rules of the registries in the CENTR community with an

1% www.isoc.org/educpillar/cctld/sofia.shtml

1> http://slideplayer.com/slide/8979918/

18 http://www.wipo.int/export/sites/www/amc/en/docs/bestpractices.pdf

7 https://www.oecd.org/sti/ieconomy/37730629.pdf

'8 http://udesa.edu.ar/sites/default/files/imported-36b0a836a5c89c440f181dc242chb5598716f1bf-8-
ccTLDs aguerre.pdf
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average participation of 50 registries. There is no CENTR registry member that has
implemented changes in its policies and procedures without having had a look and a careful
read of the latest CENTR A-Level survey that recently was replaced by the online CENTR
registry dashboard. Over the past years, the most active discussions and information exchange
at CENTR level have been about the registry deregulations, domain name pricing schemes
and technical aspects like the Extensible Provisioning Protocol.

To sum up, there is plenty of literature, including presentations, on ccTLD best practices that
have been developed over the past twenty years. However, it is worth to highlight that each
ccTLD continues to be strongly linked to its historical, cultural and economic background.
Many ccTLDs have implemented policies and procedures that recall the most common ones
in the industry. Others are still well catering for their local community even if their
governance and policies are far from being in line with the market, and many are in the
process of shaping and/or redesigning their policies thanks to the lessons learnt by other
players®.

** See Nominet presentation at ICANN57 meeting on new TLD services
(https://ccnso.icann.org/en/meetings/hyderabad57/presentations.htm), the one by IS, the .se registry, on legal
challenges at ICANNbS4 (https://ccnso.icann.org/en/meetings/dublin54/presentations.htm), and the one by .co on
their involvement in cybersecurity matters (https://ccnso.icann.org/sites/default/files/file/field-file-attach/2016-
12/presentation-how-co-handles-cs-matters-29jun16-en.pdf ).
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Annex 7: Vertical Integration

Vertical Integration models:

There are three registration models currently observed in the domain name environment:

*Vertical Integration (closed model: this means that consumers can only register a domain
name under a specific extension directly with the registry, without going through an
intermediary (registrar). The advantage of this model is that all the registration steps are fully
controlled. This is the model that the .com top-level domain had at the very beginning before
the US Government decided to enhance the market competition by separating the registry and
registrar functions®.

*Vertical Separation (also known as Registry-Registrar-Registrant model - ‘3 Rs” model): this
is currently the most common model. The most direct benefit is that it offloads interaction and
support for end-users from the registry, and does not impact the registry’s professional and
unbiased reputation. Often this model is anchored in registries” laws or articles of association.
At the same time, good relations between the registry and the registrars are of paramount
importance, as the accredited registrar network is the only sales channel for the TLD.

* Mixed model: the registry offers both the direct registration model and the Registry-
Registrar-Registrant model. Often the direct registrations are reserved for special holders
(public institutions) or specific cases (so-called ‘last resort’ registries). This is the model that
more than ten European ccTLD registries still have, including the .se registry that has used its
own registrar for specific campaigns over the past years. With the introduction of new
gTLDs, ICANN lifted the previous ban on vertical integration within the gTLD space. This
provides the market with a benefit that new gTLDs which have niche or specialist market
offerings (that may not be attractive for registrars to support) can reach end-users directly.

European market overview:

Out of a sample of twenty-nine ccTLD registries, eighteen* use the 3 Rs’ registration model,
ten?? use the Mixed registration model and only one® uses the Vertical Integration model.?*

2% See US Government White Paper, 1998, section 6 https://www.icann.org/resources/unthemed-pages/white-
paper-2012-02-25-en

*! be, .ca, .chlli, .cz, .fr, .hu, .it, .It, .me, .nl, .pl, .ru, .se, .si, .ua, .dk, .il.
2 at, .de, .es, .hr, .ie, .lu, .pt, .rs, .uk, .Iv.
2 s.

** The information comes from registry websites, statistics available on CENTR’s (Council of European National
Top-Level Domain Registries) website (https://www.centr.org/) and the website of each registry operator.
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The current predominant model in the region is the Registry-Registrar-Registrant model, with
several registries having shifted their registration models from Direct or Mixed to the ‘3 Rs’
model as the market has evolved. However, it is worth highlighting that most of the European
registries cater exclusively or primarily for their local market and can count, therefore on a
solid network of local registrars. The .eu Registry currently offers the .eu — and its equivalent
in Cyrillic — to 31 different countries where there are significant imbalances in the presence or
involvement of registrars.

According to the results of a CENTR survey conducted in Q1 2017, no European registries
are considering (re)introducing direct registrations in the future. Indeed, several registries®
have recently changed their registration model to phase out direct registrations, and offer only
the Registry-Registrar-Registrant model. The main reason of the full switch to the 3Rs model
only is their acknowledgement of having reached a mature, accredited registrar base that
could well support their TLD.

» E.g. fi, .pl, .ch, .il (partially).
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Annex 8: Total costs estimation in the 2018 budget of EURId

The total costs are estimated at EUR 12,294 889 in the 2018 budget.

BUDGET 2018

Costs

General costs

1 Working maternial

2 Office

3 Travel

5 Representation

6 Accounting

T Governance
10 Memberships
11 Office consumables
12 Legal
13 Professional services
15 Other

Marketing & communication
8 Marketing & communication
8 Co-funded marketing

Depreciation
16 Depreciation costs previous years
16 Depreciation costs current year

Human resources

17 Direct costs (payroll, interims, etc.)
18 Insurance

19 Transport

20 Leasing cars

21 Meal vouchers

Budget 2018

1,342,100
67,800
339,500
204,000
12,000
46,000
296,000
100,400
12,000
230,000
32,000
2,400

2,650,721
1,151,000
1,499,721

475,543
397,515
78,028

5,016,430
4,348,056
165,423
12,000
240,954
59,161

Forecast 2017

1,348,107
67,852
316,760
175,145
11,634
44792
300,211
97,690
11,015
291,849
30,522
636

2,695,025
1,206,203
1,488,822

560,390
517 402
42,988

4,413,590
3,793,476
157,910
11,788
196,233
48,360
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Budget 2017

1,399,402
69,600
350,300
181,000
9,000
46,000
246,000
142,502
12,000
306,000
32,000
3,000

2,644,855
1,151,000
1,493,855

569,915
462,692
107,222

4,705,537
4,001,800
159,674
12,000
254 255
60,608




22 Hiring costs 15,000 34,017 30,000
23 Training & other personnel-related 175,833 171,786 187,000
Operating expenses 1,896,452 1,521,908 1,942,408
24 Main connectivity R27.,480 487 817 531,200
25 Connectivity secondaries 372,700 306,052 411,600
26 24-T service 6,200 4 257 8,400
27 Business insurance 112,900 113,386 114,000
28 Software & services 146,600 99 556 187,000
29 Maintenance contracts 291,576 241222 317,208
31 Consultancy 438996 269,618 373.000
Subsidiaries 913,643 955,067 1,072,500
42 SE 289,643 369,258 396,000
43 CZ 226,000 219,509 261,000
44T 396,000 366,300 415,500
0
Surplus allocation 0 0 0
98 Transfer of surplus 0 0 0
99 Movement of the reserves 0 0 0
TOTAL COSTS 12,294,889 11,494,087 12,334,617
SURPLUS 563,316 1,624,728 707,360
8
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Annex 9: Administrative Burden for the .eu Registry
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STANDARD COST MODEL — ADMINISTRATIVE BURDEN FOR THE CURRENT .EU REGISTRY
UNDER THE BASELINE (TABLE 11)

[ Category Administrative burden
[LIE Administrative Action [AA]) Classification lourly rat; Time spe Out-of-poc Source Administratiy
EUR HOURS EUR TP Q burden
10 1: Producing the bi-yearly administrative report to the EC (2 reparts)
Al t data and statistics from the various departments Aduizor, Consultant - 16320 40.00 0.00: EURid 1
Az Dirafting the repart Advigor, Consulant - 16320 2z.00 0.00 EURid 1 3590
High
A3 Cross-checking the repaort data Advigor, Consulant - 16320 B0 0.00 EURid 7419 1 73
High
A4 Froofreading the repart Advigor, Consulant - 16320 B0 220.00¢ EURid: External validation of the 13319 1 1139
High report
A5 Sending the repart ta the EC Advigor, Consulant - 16320 nzo 0.00 EURid I2E4 1 e
Fiezponding to possible clarfic sHon 1equests or, Consultant - § 169,20 £00 .00 EUFid i
10 2: Preparing and attending the bi-yearly meeting with the EC (2 meetings a year ]
From 2015 onwards)
=] Email exchanges Advigor, Consulant - 16320 100 0.00 EURid 163.20 1 163
E2 Support ko draft the agenda iz, Canzuitant - 16320 200 0.00 EURid 32640 1 326
| High
E3 Sharing the agenda at internal level and collect feedback. Aduizor, Consultant - 16320 200 0.00: EURid 1
=1 Internal preparatory meeting Advigor, Consulant - 16320 400 0.00¢ EURid 1
High
ES Farticipating in the meeting and producing internal minutes Advizor, Consultant - 16320 24.00 0.00 EURid I916.78 1 3917
E& Action points Follow-up Advisor, Consultant - 163.20 20.00 0.00; EURid 3263.93 1 3,264
A ——— wsi
10 3: Preparing and attending the brainstorming session with the EC [once a year
on average as of 2015)
c1 Email enct Advizor, Consultant - 1E3.20 100 0.00: EURid 1 162
cz Contracting venue Advigor, Consulant - 16320 200 0.00 EURid 1 326
High
c3 Dirafting the agenda Advigor, Consulant - 16320 400 0.00 EURid 1
High
[ Internal preparatory meeting Advigor, Consulant - 16320 400 0.00 EURid 1
High
[=] Farticipating in the Se=ion and drarting the minutes “duizor, Consuitant - | 163,20 30,00 .00 ELFid L i 4556
CE Action points fallow-up Advigor, Consulant - 16320 10.00 0.00 EURid 1631.93 1 1632
igh
A g323
10 4: Regular email correspondence aver a “standard” year
[n]] Email correspondence Advigor, Consulant - 16320 20,00 0.00 EURid 326398 1 3,264
| High _
Email fallow-ups [including relations with other EURid Advigor, Consulant - 16320 30,00 0.00 EURid 429597 1 4,396
departments High
8,160
10 5: Production of Factsheets and briefings an new actions, changes of
procedures, project proy
El Liaising with E| lepartment in charge of the actiondproject Advigor, Consulant - 16320 10.00 0.00 EURid 1631.93 1 1632
| High _
E2 Dirafting the paper (based on an average of 10 briefing notes a Advigor, Consulant - 16320 30,00 0.00 EURid 429597 1 4,396
year) | High
E3 Collecting possible EC feedback and distribute it internally Aduigor, Consultant - 1B3.20 A00 0.00: EURid 1800 1 il
———————— 73
10 6: Attendlng infarmal meetlngs to digcuzs specific actions [|nc|ud|ng possible
jion on the bas; rmal
F1 Scheduling the meeting Aduigor, Consultant - 1B3.20 100 0.00 EURid 1B3.20 1 163
| High e
Fz Attending the meeting Advizor, Consulant - 16320 18.00 0.00; EURid 293758 1 2,938
| High
F3 Follow-ups Adulsol Consultant - 163.20 4.00 0.00; EURid 1468.79 1 1463
L ——— V57
10 7: Service Concession Contract negatiations (every & years, specific of 2014)
Gl Meetings to dizcuss the SCC Advigor, Consulant - 16320 12.60 it 60 EUF: 1 of total burden and out- 321351 1 i}
High of-pocket cost of hiring a
nt
G2 Follow-ups Advigor, Consulant - 16320 23.00 1000.00 5 of total burden and out- 475368 1 4,764
High af-pocket cost of hiring a
gonsultant
[ 1873
10 8: Producing the bi-yearly financial report to the EC [2 a year as of 2015)
i Dirafting the repart Aduizor, Consuitant - | 16320 B0 .00 ELFid Fi549 95 i EXT0]
| High
Hz Cross-checking the data Advigor, Consulant - 16320 20,00 0.00 EURid 326398 1 3,264
| High ..
H3 Editing the report Advigor, Consulant - 16320 ann 0.00 EURid 120659 1 1208
| High
H4 Sending the repart ta the EC Advigor, Consulant - 16320 nzo 0.00 EURid I2E4 1 e
High
H& Fosszible follow-ups Advigor, Consulant - 16320 B0 0.00 EURid 7419 1 73
| High
A —— w4
10 9: Submission of zpecific data to respond to EC requests for their reports
[awerage of 8 requests per year)
n Collecting the data Advigor, Consulant - 16320 16.00 0.00 EURid 2EM.18 1 28N
| High
12 Processing and sending the data Advisor, Consultant - 16320 .00 0.00: EURid 1 1306
| High _—
12 Foszible Follow-ups Aduigor, Consultant - 16220 a0n 0.00; EURid 120669 1 1208
High
10 10: ey in other scripts follow-up [y in Greek. "open case® sinee 2010 - average
time spent during one year)
J1 Rielations wlth ICANN and Follow-ups with the various IOM ceTLD | Advisor, Consultant - 16220 62.00 F232.32{ EURid: Hiring 2 consultant n219.62 1 1n.g20
igh
J2 wizor, Consultant - 16320 TFe.on 3332.33{ EURid: Hiring a consultant 1 15,084
| High SRS SO SO S
J3 IDR Fast Track Implementation Flan follow-ups Advigor, Consulant - 16320 62.00 3332.33{ EURid: Hiring a consultant 121368 1 ngz0
| High

10
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2. STANDARD COST MODEL — ADMINISTRATIVE BURDEN FOR THE .EU REGISTRY UNDER
THE MODERNISATION OPTION (TABLE 12)

[ e e Category Administrative burden
0% Administrative Action [AA) Classification lourly rat; Time spe Out-of-poc Source Administrati
EUR HOURS EUR T:zP L*] burden
10 1: Producing the bi-yearly administrative report to the EC (2 reparts)
Al t data and statistics from the various departments Aduizor, Consultant - 16320 40.00 0.00: EURid 1 B XS
A2 Dirafting the repart Advisor, Consultant - 16220 22.00 0.00f EURid 1
3 Crozs-checking the repart data “Advizar, Consuitant - | i64.20 A} . Eiiid EREXE] i a7
High
A4 Froofreading the repart “Bidvizar, Consuitant - 16320 B0 220.00¢ EURid: External validation of the 13319 1 1139
High repart
A5 Sending the repart ta the EC Advigor, Consulant - 16320 nzo 0.00 EURid I2E4 1 e
High
BE Fiesponding to possible clarification requests Advizor, Consultant - 16320 400 0.00 EURid B52.80 1
10 2: Preparing and attending the bi-yearly meeting with the EC [2 meetings a year ]
From 2015 onwards)
wchanges Advisor, Consultant - 16220 1.00 0.00¢ EURid 163.20 1 162
| High
E2 Support ko draft the agenda Advigor, Consulant - 16320 200 0.00 EURid 32640 1 326
| High
E3 Sharing the agenda at internal level and collect feedback. Aduizor, Consultant - 16320 200 0.00: EURid 1
=23 Internal preparatory meeting Advisor, Consultant - 163.20 4.00 0.00; EURid 1
High
BS Farticipating in the meeting and producing internal minutes “Edvisor, Consultant - 163.20 24.00 0.00: EURid 3916.78 1 3917
=3 Action points fallow-up Advigor, Consulant - 16320 20,00 0.00 EURid 326398 1 3,264
High
——————————————— —_
10 3: Preparing and attending the brainstorming session with the EC [once a year
on average as of 2015)
c1 Ermail enct Advizor, Consultant - 163.20 100 0.00: EURid 1 162
cz Contracting venue Adulsol Consultant - 163.20 2.00 0.00; EURid 1 326
c3 Dirafting the agenda 16320 400 0.00 EURid 1
[ Internal preparatory meeting 16320 400 0.00 EURid 1
(=4 Farticipating in the se=sion and draiing the minutes “Advizor, Consuitant - | d6a.20 ¢ 0.0 . Eiiid YEEE ST i FEGE
CE Action points fallow-up Advigor, Consulant - 16320 10.00 0.00 EURid 1631.93 1 1632
10 #: Fegular email correzpondence oer a “standard” year
o1 Email correspondence Advisor, Consultant - 163.20 20.00 0.00; EURid 326398 1 3,264
| High
0z Email fallow-ups [including relations with other EURid Adulsol Conzultant - 16320 30,00 0.00 EURid 1 4,396
departments
3 8,160
10 5: Production of Factsheets and hrleflngs on new actions, changes of
El ; Llalslng with EURid department in charge of the actionfproject Advigor, Consulant - 16320 10.00 0.00 EURid 1631.93 1 1632
| High S—
E2 Dirafting the paper (based on an average of 10 briefing notes a Advigor, Consulant - 16320 30,00 0.00 EURid 429597 1 4,396
year] t
E3 Collecting possible EC feedback and distribute it internally wizor, Consultant - 16320 600 0.00 EURid 1800 1 816
High
R ———— 7344
10 6: Artending informal meetlngs to dlscuss specific acllons [|nc|ud|ng possible
i Fiegul. 3
F1 Scheduling the meeting Advigor, Consulant - 16320 100 0.00 EURid 163.20 1 163
| High .
Fz Attending the meeting Advigor, Consulant - 16320 12.00 0.00 EURid et} 1 2938
| High
F3 Follow-ups Advisor, Consultant - 16320 .00 0.00: EURid 146879 1 1463
High
E——————————— is76
10 7: Service Concession Contract negotiations (every § years, specific of 2014)
Gl Meetings to discuss the SCC Advizor, Consultant - 163.20 13.60 605 00 EFid: 115 of total burden and out- 321351 1 3220
High of-pocket cost of hiring a
[ Faiiow-ups Aduizor, Consuitant - | W6a20 | 230 i i 5 0 total burden and ot © - 478468 i 47
High af-pocket cost of hiring a
gonsultant
[ 1873
10 8: Producing the bi-yearly financial report to the EC [2 a year as of 2015)
i i afting the repart Advizor, Consuitant - © 16320 § B0.00 i 56 EliFid 5448 i EAG
| High
Hz Cross-checking the data Advigor, Consulant - 16320 20,00 0.00 EURid 326398 1 3,264
| High .
H3 Editing the report Advigor, Consulant - 16320 ann 0.00 EURid 120659 1 1208
| High
H4 Sending the repart ta the EC Advigor, Consulant - 16320 nzo 0.00 EURid I2E4 1 e
High
H& Fosszible follow-ups Advigor, Consulant - 16320 B0 0.00 EURid 7419 1 73
| High
A —— w4
10 9: Submission of zpecific data to respond to EC requests for their reports
[awerage of 8 requests per year)
n Collecting the data Advigor, Consulant - 16320 16.00 0.00 EURid 2EM.18 1 28N
| High
12 Processing and sending the data Advisor, Consultant - 16320 .00 0.00: EURid 1 1306
| High .
12 Foszible Follow-ups Aduigor, Consultant - 16220 a0n 0.00; EURid 120669 1 1208
High
10 10: ey in other scripts follow-up [y in Greek. "open case® sinee 2010 - average
time spent during one year)
J1 Fielations with ICAMM and follow-ups with the various IDM ecTLD [ Advisor, Consultant - 16220 62.00 F232.32{ EURid: Hiring 2 consultant n219.62 1 1n.g20
Fast Track iterations igh
J2 Farticipatio eetings with [ICAMM andfor EC staff, including =01, Consultant - 16320 TFe.on 3332.33{ EURid: Hiring a consultant 1 15,084
IEANN working aroups (one year] | High SRS SO SO S
J3 IDR Fast Track Implementation Flan follow-ups Advigor, Consulant - 16320 62.00 3332.33{ EURid: Hiring a consultant 121368 1 ngz0
| High

11
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3. STANDARD COST MODEL — ADMINISTRATIVE BURDEN FOR THE .EU REGISTRY UNDER

THE SEPARATE GOVERNANCE OPTION (TABLE 13)

e Category Administiative buiden
iR Administrative Action [AA]) Classification lourly rat; Time spe Out-of-poc Source Administratin
EUR HOURS EUR TP Q burden
10 1: Producing the bi-yearly administrative report to the EC (2 reports)
A1 t data and statistics from the various departments Advizor, Consultant - 163.20 40.00 0.00: EURid 852?98 1
Az Dirafting the report Advizor, Congultant - 163.20 2z.00 0.00} EURid 364038 1
A2 Cross-checking the report data Advizor, Congultant - 163.20 B0 0.00} EURid 7419 1 73
¥ Froireading the repart "Eduizar, Consuitant - ¢ 16820 A} E50110; ELiRid External valdation of the g i fREE]
h repart
A5 Sending the report to the EC or, Conzultant - 163.20 nzo 0.00} EURid J2E4 1 e
AE Fiesponding to possible clarification requests Advizor, Consultant - 163.20 400 0.00i EURid 1
Preparing and attending the bi-yearly meeting with the EC (2 meetings a year | |
anges Advizor, Congultant - 163.20 100 0.00: EURid 16320 1 163
{ High
Bz Support to draft the agenda Advizor, Congultant - 163.20 200 0.00; EURid I26.40 1 326
High
B3 Sharing the agenda at internal level and collect feedback. 163.20 200 0.00: EURid 1
=13 Internal preparatory meeting 163.20 400 0.00} EURid 1
=] Farticip ating in the mesting and producing inkemal minutes Eduizor, Consuitant - § 162,20 3400 0.60¢ ELiFid F4E 7 i EXiH
=13 Action paints follow-up Advizor, Congultant - 163.20 20.00 0.00: EURid I263.98 1 3,264
High
10 3: Preparing and attending the brainstorming session with the EC [once a year
on average as of 2015]
c1 Ermail exck Advizor, Consultant - 163.20 100 0.00f EURid 1 162
cz Contracting venus Advizor, Congultant - 163.20 200 0.00} EURid 1 326
c3 Drafting the agenda Advizor, Consultant - 163.20 4.00 0.00; EURid 1
| High
c4 Internal preparatory meeting isor, Conzsultant - 163.20 400 0.00} EURid 1
High
Ch Farticipating in the zession and drafting the minutes Advizor, Consultant - 163.20 30.00 0.00i EURid 489697 1 4,396
CE Action points follow-up Advizor, Consultant - 163.20 10,00 0.00: EURid 1631.93 1 1632
| Fligh
[ 354
10 #: Regular email correspondence over a “standard” year
o1 Email correspondence Advizor, Conzultant - 16320 20.00 0.00: EURid I263.98 1 3,264
[at Email Foilcw-Ups finciuding relations vith other ELFId [ T i} ELiFid TR ET i B4R
departments
8,160
10 5: Production of factsheets and briefings on new actions, changes of
procedures, project proposals
E1 Liaising with EURid department in charge of the actionfproject 163.20 0,00 0.00: EURid 163193 1 1632
(= Dirafting the paper [based on an average of 10 brieling notes a 6350 F0.00 .00} EUFid R i {588
year]
EZ Collecting possible EC feedback and distribute it internally 163.20 600 0.00: EURid 1600 1 816
I T
10 6: Service Concession Contract negotiations [every 5 years, specific of 2014)
F1 Meetings to discuss the SCC Advizor, Congultant - 163.20 1260 it i} ELiFid: 18 oF tatal burden and out- 321351 1 3220
High of-pocket cost of hiring a
Lo nt .. .
Fz Follow-ups Advizor, Congultant - 163.20 23.00 1000.00¢ ELIRid: 115 of total burden and out- 475368 1 4,754
High of-pocket cost of hiring a
conzsutant
[ FATE
10 7: Producing the bi-yearly financial report tothe EC [2 ayear as of 2015)
& Diraiting the repart Aduizor, Conzuitant - ¢ 16520 1 B0.00 00 EliRid Fi63.95 i B
{ High
G2 Cross-checking the data Advizor, Congultant 1B3.20 20,00 0.00: EURid I2E398 1 3264
{ High
G2 Editing the repart, Advizor, Congultant 16320 ann 0.00: EURid 1 1208
{ High
=4 Sending the report to the EC Advizor, Congultant 1B3.20 020 0.00: EURid J2E4 1 i
{ High
Puoszible fallow-ups Advizor, Congultant 16320 E.00 0.00: EURid 47313 1 73
High
S 174
10 8: Submission of specific data to rezpond to EC requests far their reports
[average of 8 requests per year)
H1 Collecting the data Advizar, Consultant - 16320 16.00 0.00; EURid 261118 1 281
High ..
Hz Proceszing and sending the data 16320 ann 0.00: EURid 120653 1 1208
H2 Poszsible follow-ups 16220 .00 0.00 EURid ki 1 1,308
0 in other eripts follow-up [2uin Greek "open case” since 2010 - average
i one year]
ions with ICARMM and follow-ups with the various IO ceTLD | Advisor, Consultant 16320 62.00 3333.33: EURid: Hiring a consultant 121968 1 1,320
Fast Track iterat n L SOV S SO S
12 Fartizipation in meetings with ICARM andtor EC staff, including Advizor, Congultant 16320 T2.00 3333.33: EURid: Hiring a consultant 160332 66 1 16,084
ICANN working groups (ane year] | High e o
I3 |DR Fast Track Implementation Plan follow-ups Advizor, Congultant 16320 62.00 3333.33: EURid: Hiring a consultant 121968 1 1,320
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4. STANDARD COST MODEL — ADMINISTRATIVE BURDEN FOR THE .EU REGISTRY UNDER THE
EUIPO OPTION (TABLE 14)

e Category Administrative burden

[Lik Administrative Action [AA) Classification lourly rat; Time spe Out-of-poc Source Administrati
EUR HOURS EUR TzP L*] burden
10 1: Producing the yearly administrative report to the EC (1 report]
A1 hering data and statistics from the various departments Advizor, Consultant - 163.20 20,00 000 EC . BEERA% 1 3264
Az Dirafting the report Advizor, Consultant - 163.20 oo 0O EC 179613 1 17495

|High

A2 Cross-checking the report data . wizor, Consultant - 163.20 200 0O EC 48960 1 440

a4 Froofreading the report 'Afﬂ:‘isol. Conzultant - 163.20 200 0O EC 48960 1 440

A5 Sending the report to the EC ':;:I\:‘isol. Conzultant - 163.20 o 0O EC 1632 1 16

AE Fiespanding to possible clarification requests 'nghisol. Conzultant - 163.20 200 000iEC I2E.40 1 326
10 2: Preparing and attending meetings with the EC [2 meetings a year) S0

Bl Email exchanges Afﬂuisol. Consultant - 163.20 1.00 0.00; EURid 163.20 1 163

Bz Support to draft the agenda "H;‘:Ig:‘isol. Conzultant - 163.20 200 0.00: EURid I2E.40 1 326

5] Sharing the agenda st internal level and collect Fesdback, "g{ﬂso.. Cansuitant - © g0 21 i.0ti? ELiFid i

=13 Internal preparatory meeting Afﬂuisol. Conzultant - 163.20 4.00 0.00i EURid 1

Farticipating in the meeting and producing internal minutes 'Ad\:‘isol. Conzultant - 163.20 24.00 0.00i EURid 391678 1 3917
EBE Action points follow-up Advizorn, Consultant - 1E3.20 20,00 0.00: EURid 326398 1 3,264

igh

10 3: Preparing and attending brainstorming session with the EC [once a year]

c1 Ermail exct Advisor, Consultant - 16320 100 0.00: EURid 1 162
cz Contracting venue Advizor, Consultant - 163.20 200 0.00i EURid 1 326
c3 Dirafting the agenda "Eduizar, Consuitant - 163.20 4.00 0.00i EURid 1

High
c4 Internal preparatory meeting Advizor, Consultant - 163.20 4.00 0.00i EURid 1

 High
Ch Farticipating in the zession and drafting the minutes wizor, Consultant - 163.20 3000 0.00i EURid 489697 1 4,396
CE Action points follow-up Advizor, Consultant - 163.20 10.00 0.00: EURid 1631.93 1 1632
High

8,323

10 4: Regular email correspondence owver a “standard” year

o1 Email comespondence Advizor, Consultant - 163.20 20,00 0.00: EURid I2E398 1 3,264
| High
oz Email follow-ups (including relations with other EURid Advizor, Consultant - 163.20 30,00 0.00: EURid 429697 1 4,396
departments High
8.160
10 5: Production of factsheets and briefings on new actions, changes of
procedures, project proposals
E1 Liaising with EURid department in charge of the actionfproject Advizor, Consultant - 163.20 10.00 0.00: EURid 1631.93 1 1632
| Hiah
EZ Drrafting the paper [bazed on an average of 10 briefing notes a duigor, Consultant - 163.20 30,00 0.00: EURid 1 4,396
year] High
EZ Collecting pozsible EC feedback. and distribute it internally 163.20 600 0.00: EURid S16.00 1 816
- 1344
10 6: Producing the yearly financial report ta the EC [1repart)
Fi Dirafting the report ESE i} [T s fi7aEE i FIE]
Fz Cross-checking the data dvizar, Cansuitant - 163.20 10.00 000EC 1631.93 1 1632
High
Fz Editing the repart, Advizor, Consultant - 163.20 4.00 000EC BG2.20 1 [1ik]
| High
F4 Sending the report to the EC duigor, Consultant - 163.20 o 000EC 1632 1 16
| Hiah
F& Puoszible fallow-ups Advizor, Consultant - 163.20 200 000EC 48960 1 440
| High
6.871
10 7: Submizsion of specific data to respond to EC requests [average of 4
L Ll ) U | SO S S S S S
Gl Collecting the data Advizor, Consultant - 16220 a0n 00 EC 1205.69 1 1208
| High
G2 Froceszing and sending the data Advizor, Congultant - 163.20 400 00iEC 1
h
G2 Fuoszible follow-ups isor, Conzsultant - 163.20 400 00iEC 1
High
2,611
10 8: .euin other scripts follow-up [uin Greek "open caze” since 2010 - average
during one year)
Hi Relations with ICARMM and Follow-ups with the various IOM coTLD | Advizor, Consultant - 163.20 52.00 3333.33{ EURid: Hiring a consultant n219.68 1 1ns20
Fast Track iterations. e T N N . .
Hz Fartizipation in meetings with ICAMRN andtar EC staff, including Advizor, Congultant - 163.20 T2.00 3333.33{ EURid: Hiring a consulkant 1603366 1 16,084
ICANN working groups [one year] | High b
Hz IDR Fast Track Implementation Flan follow-ups Advizor, Congultant - 163.20 62.00 3333.33{ EURid: Hiring a consulkant 121968 1 1320
| High
38,723
10 9: Producing the bi-yearly repart to the EF and the Council (1report every 2
U . VOO SO WSO U SO U . SO S—
n Gathering data and statistics from EURid Advizor, Consultant - 105.54 10,00 000 EC 105842 1 1058
Low
12 Dirafting the report Advizor, Congultant - 10584 40.00 00iEC 423366 1 4234
Low
13 Cross-checking the report data Advizor, Consultant - 10554 3.00 0.00:EC e 1 g
Low
14 Froofreading the repart Advizor, Congultant - 10584 B0 00iEC E25.05 1 B35
Low
15 Approwal of the report Advizor, Congultant - 163.20 600 00iEC 1600 1 816
High
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Annex 10: Administrative Burden for the European Commission

1. STANDARD COST MODEL — ADMINISTRATIVE BURDEN FOR THE EUROPEAN COMMISSION

UNDER THE BASELINE (TABLE 15)

Category
0% Administrative Action [AA) Classification lourly rat: Time spe Out-of-poc Source Administrativ
EUR HOURS TzP ] burden
10 1: Froducing the bi-yearly report to the EP and the Council
Al Gathering data and statistics from EiliFid A duizar, Consuitant - 10534 10.00 0.00; Europe.an Commission iR 1 ijiGE
Al Dirafting the repart Advizar, Consultant - 10584 40.00 0.00; European Commission § ¢ 423366 1 4,234
Low
A3 Crogs-checking the report data Advizor, Consultant - 106.24 200 0.00¢ European Commission ol el 1 e
Low
A4 Proofreading the report Advisor, Consultant - 10554 E00 0.00: European Commission Wil 1 i)
Low
AL Approwal of the report Advizor, Consultant - 163.20 A.00 0.00: European Commission 81600 1 216
7.061
10 2: Preparing and attending the bi-yearly meeting with EURid (2 meetings a year
from 2018 onwards) ...
E1 Email exchanges Advisor, Consultant - 10524 100 0.00¢ European Commission 105.24 1 106
Low
B2 Drafting the agenda Advisor, Consultant - 105.84 200 0.00¢ European Commission 2168 1 21z
Low
=3 Sharing the agenda at internal level and collect feedback Advizor, Consultant - 105.54 200 0.00; Europe.an Commission 21168 1 212
E4 Internal preparatory meeting Advizar, Consultant - 13452 4.00 0.00; European Commission B38.08 1 538
Low and High
ES Participating in the meeting and producing internal minutes Advisor, Consultant - 12462 24.00 0.00; European Commission §§ 3222.48 1
Low and High e e S o
E& Acction points Follow-up Advisor, Consultant - 10554 800 0.00: European Commission 629.21 1
Low
10 3: Preparing and attending the brainstarming session with EURId [onee a year
on average as of 2015]
c1 Email exchanges Advizor, Consultant - 10624 1.00 0.00: Europe.an Commission 105.84 1 108
cz Drafting the agenda Advisor, Consultant - 10524 4.00 0.00¢ European Commission 42237 1 422
Lo
C3 Internal preparatory meeting Advisor, Consultant - 134.52 100 0.00¢ European Commission 134.52 1 135
L igh
c4 Fartiipating in the session Advizor, Consultant - 13462 20.00 0.00; European Commission £ 8 2690.40 1 2530
Low and High
Ch Action points Follow-up Advizor, Consultant - 106.24 10.00 0.00: European Commission 106842 1 1058
Low
4,413
10 4: Regular email correspondence over a “standard” year
o1 Email correspondence - duizor, Consultant - 105.24 20.00 0.00; European Commission SR 1 217
Lo
Dz Email follow-ups [including relations with ather EC departments) Advizar, Consultant - 105.94 a0.00 0.00; European Commission 7E.25 1 4178
Low
10 %: Organising informal meetings to discuss specific actions (including
possible refinements to Fequlations - caleulation on the baziz of 3informal | -
g g Advisor, Consultant - 105.84 100 0.00; European Commission 105.54 1 106
Low
E2 Attending the meeting Advizar, Consultant - 13452 12.00 0.00; Eurapean Commissian 242126 1 2421
Low and High
Ez Follow-ups Advizor, Consultant - 106.24 20.00 0.00: European Commission g L 1 2n7
Low
4,644
10 &: Service Concession Contract negotiations [ewery B years, specific of 2014)
F1 Meetings to dizcuss the SCC A duizor, Conzuitant - 105.84 10.00 0,008 EC: 115 of total burden 54 1
Lo
Fz Fallow-ups Advizar, Consultant - 105.94 24.00 0.00F EC: 145 of tatal burden 2640.20 1 2540
Low
F3 Drrafting the ToR, launching the call, evaluating the bids Advizor, Consultant - 13452 44.00 0.00 EC: 115 of total burden Ba1a.88 1 5,913
Low and High
F4 Designating the Registry by Commission Decision Advisor, Consultant - 12462 100 0.00; EC: 15 of total burden i 1
10 7: Evaluating the bi-yearly financial report to the EC (2 a year as of 2015)
Gl Cross-checking the data Advisor, Consultant - European Commission TEETEE 1 s
Low
Gz Puossible follow-ups Advisor, Consultant - European Commission E35.05 1 B35
Low
2,223
= Ewaluating the bi-yearly administrative report to the EC [2 a year as of 2015)
Hi1 Cross-checking the data Advizor, Consultant - European Commission 1BaTE2 1 1588
Low
Hz Possible follow-ups Advisor, Consultant - European Commission E35.05 1 B30
Low
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2. STANDARD COST MODEL - ADMINISTRATIVE BURDEN FOR THE EUROPEAN
COMMISSION UNDER THE MODERNISATION OPTION (TABLE 16)

Category istrative burden
o # Administrative Action [AA) Classification lourly rat: Time spe Out-of-poc Source Administrativ
EUR HOURS EUR TzP Lf] burden
10 1: Froducing the bi-yearly report to the EP and the Council
Al Gathering data and statistics from EiliFid | dvizar, Consultant - 10584 10.00 0.00; European Commission RN 1 iiEE
AZ Drafting the report Advisor, Consultant - 10524 40.00 0.00; European Commission 423366 1 4,234
Low
A% Cross-checking the report data Advisor, Consultant - 10554 300 0.00: European Commission 1 2
Low
A4 Proofreading the report Advizor, Consultant - 105.24 E.00 0.00; European Commission 1 B30
Lo
Ab Approwal of the report Advizar, Consultant - 163.20 500 0.00; European Commission 816.00 1 1l
7,061
10 2: Preparing and attending the bi-yearly meeting with EURid [2 meetings a year
frem 2015 crwards] -
E1 Email exchanges Advisor, Consultant - 105.84 100 0.00¢ European Commission 105.54 1 106
Low
BZ Drafting the agenda Advizor, Consultant - 105.24 200 0.00; European Commission 21168 1 212
Liow
=] Sharing the agenda at internal level and collect feedback Advizor, Consultant - 10584 200 0.00; European Commission 2168 1 212
E4 Internal preparatory meeting Advisor, Consultant - 12462 4.00 0.00; Europe.an Commission 63808 1 638
Low and High
ES Participating in the meeting and producing internal minutes Advisor, Consultant - 13452 24.00 0.00¢ European Commission £ 322248 1 F228
igh
EE& Action points Follow-up Advizor, Consultant - 105.24 A.00 0.00; European Commission 2.1 1 f29
Lo
10 3: Freparing and attending the brainstorming session with EURid [once a year
on average as of 2015)
c1 Email exchanges Advizor, Consultant - 105.24 100 0.00¢ Europe.an Commission 105.24 1 106
cz Drafting the agenda Advisor, Consultant - 105.84 4.00 0.00¢ European Commission 42337 1 423
Low
(] Internal preparatary meeting Advizar, Consultant - 13452 100 0.00; Eurapean Commissian 13452 1 135
Low and High
c4 Participating in the session Advizar, Consultant - 13452 20.00 0.00; European Commission § i 2690.40 1 2,590
Low and High
[ Acction points Follow-up Advisor, Consultant - 10524 10.00 0.00; Europe.an Commission 1
Low
10 4: Reqular email correspondence over a “standard” year
[ul} Email correspondence - duizor, Consultant - 10584 20.00 0.00; European Commission =G S 1 217
Low
oz Email follow-ups (including relations with other EC departments) Advizor, Consultant - 106.24 3000 0.00¢ European Commission 372G 1 3175
Low
10 %5: Organising informal meetings to discuss specific actions (including
Ei Soheduiing the mesting | Aduizar Consuitant - ¢ 0684 i {00 Eurapean Commissions ;0584 i i
Low
Ez Attending the meeting Advizor, Consultant - 13452 12.00 0.00: European Commission 242136 1 242
Low and High
Ez Follow-ups . Consultant - 10524 20.00 0.00; Europe.an Commission 21683 1 217
4.644
10 6: Service Concession Contract negotiations [every B years, specific of 2014)
Fi Feetings o discuss the S0 Eduizor, Consultant - | 10584 i} 00 EC 175 of batal burden i i
Low
Fz Follow-ups Advizor, Consultant - 106.24 24.00 0.00 EC: 115 of total burden 264020 1 2540
Low
F3 Drakting the ToR, launching the call, evaluating the bids Advizor, Consultant - {3452 44.00 0.00% EC: 115 of total burden 5318.88 1 5919
igh
F4 Designating the Fegistry by Commiszsion Decision Advizor, Consultant - 134.52 100 0,008 EC: 115 of total burden 134.52 1 135
Low and High
10 7: Evaluating the bi-yearly financial report tothe EC (2 a year as of 2015)
Gl Crasz-checking the data Advizar, Consultant - Eurapean Commission TBETED 1 1588
Low
[Er Puossible follow-ups Advizor, Consultant - 105.84 E.00 0.00; European Commission 535.05 1 535
Low
2,223
: Ewaluating the bi-yearly administrative report to the EC (2 a year as of 2015)
H1 Cross-checking the data Advizor, Consultant - 05 G 15.00 0.00% European Commission TBETEE 1 B
Lo
Hz Puossible follow-ups Advizar, Consultant - 105.84 E.00 0.00; European Commission E35.05 1 B35
Low
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3. STANDARD COST MODEL

ADMINISTRATIVE BURDEN FOR THE EUROPEAN

COMMISSION UNDER THE SEPARATE GOVERNANCE OPTION (TABLE 17)

I Category Administrative burden
10 % Administrative Action [AA] Classification lourly rat; Time spe Out-of-poc Source Administratiy
EUR HOURS EUR TzP ] burden
10 1: Producing the bi-yearly report to the EP and the Council
Al Gathering data and statistics from EURi Advizor, Consultant - 105.84 10.00 10.00% European Commission 05842 1 1058
az Drafting the report Aduizor, Consultant - 105.84 40,00 10.00% European Commission £ & 423366 1 4,234
Lo
a3 Cross-checking the report data Advizor, Consultant - 105.84 3.00 10.00% European Commission 3752 1 i b
Lo
a4 Proofreading the report Aduizor, Consultant - 105,84 E.00 10.00% European Commission B35.05 1 e
Low
A5 Approval of the repart Aduizor, Conzultant - 163.20 B.00 10.00% European Commission 81600 1 816
- | A1)
10 2: Preparing and attending the bi-yearly meeting with EURi (2 meetings a year
From 2015 cnwards)
wchanges Advisor, Conzulkant - 105,54 100 10,00 European Commission 10524 1 106
Low
Bz Dirafting the agenda Aduizor, Conzsultant - 105.84 2.00 0.00; European Commission 2188 1 212
Low
B3 Sharing the agenda at internal level and collect feedback. Aduizor, Conzsultant - 105.84 2.00 10.00% European Commission 21168 1 212
(=23 Internal preparatory meeting Aduizor, Consultant - 124.62 4.00 10.00% European Commission 632.02 1 638
Low and High
BS P articipating in the meeting and producing internal minutes Aduizor, Conzsultant - 134.52 2400 0.00; European Commission £ ¢ 3228.48 1 3228
Low and High
EBE Action points follow-up Aduizor, Consultant - 105.84 £.00 10.00% European Commission f29.21 1 f29
Lo
10 3: Preparing and attending the brainstorming session with EURId [once a year
15
z1 Email exchanges Adwizor, Consultant - 105.84 100 10.00% European Commission 105.84 1 106
cz Drafting the agenda Aduizor, Conzsultant - 105.84 4.00 10.00§ European Commission 42337 1 423
Low
3 Internal preparatony mesting Aduizor, Consultant - 134.52 100 10.00% European Commission 134.52 1 135
Low and High
4 P articipating in the session Advisor, Conzulkant - 134.52 20,00 0.00f European Commission £ 8 269040 1 2,690
Low and High
CE Action points Follow-up Aduizor, Consultant - 105,84 10,00 10.00% European Commission 105242 1 1052
Low
| 413
10 4: Regular email correspondence owver a "standard” year
[m)} Email carrespondence Aduizor, Conzsultant - 105.84 20000 10.00: European Commission 2116.83 1 217
Low
oz Email follow-ups [including relations with other EC departments) | Advisor, Consultant - 105.84 30,00 10.00§ European Commission HTEER 1 3178
Low
L ———— 5543
10 5: Semvice Concession Contract negotiations (ewvery 5 years, specific of 2014)
E1 Meetings to disouss the SCC Advisor, Conzulkant - 105,54 10,00 0,005 EC: 15 of total burden 05545 1
Low
Ez Follow-ups Aduizor, Conzsultant - 105.84 24.00 0.00 EC: 15 of total burden 2540.20 1 2540
Low
EZ Drafting the TaR, launching the call, evaluating the bids Aduizor, Conzultant - 134.852 4400 10.00% EC: 15 of total burden £919.092 1 5413
Low and High
E4 Designating the Registry by Commission Decision Advizor, Consultant - 134.852 100 10.00% EC: 15 of total burden 134.52 1 135
Low and High
T ——— 563
10 6: Evaluating the bi-yearly financial report to the EC (2 a year as of 2015)
F1 Cross-checking the data Advizor, Consultant - 105.84 15.00 10.00% European Commission 1587.62 1 1588
Low
Fz Possible follow-ups Aduizor, Conzsultant - 105.84 E.00 10.00: European Commission E35.05 1 B35
Low
N 2433
10 7: Evaluating the bi-yearly administrative report to the EC (2 a year as of 2015)
[cil Cross-checking the data Aduizor, Consultant - 105.84 16.00 10.00% European Commission BETEE 1 1588
Lo
G2 Fossible follow-ups Advizor, Consultant - 105.84 £.00 10.00% European Commission 1 B35
Lo
2223
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Annex 11: Cost estimation for the operation of the multi-
stakeholder separate body

Considering the multi-stakeholder separate body will consist of 7 members, observers from all
EU Member States (MS) and the European Parliament (EP) and that it will physically meet
two times a year, the following cost estimation is made:

Table 19. Cost estimation for the multistakeholder separate body

Category of cost Amount

Reimbursement of experts travel and € 16.000*
subsistence

Other costs in relation to activitites €5.000
of the .eu Multistakeholder Council
(e.g. for external reports, studies,

etc.)

Meetings organisation (Expenses for €4.000
venue, catering, etc.)

Total for one meeting € 25.000
Total for two meetings per year € 50.000

2% This amount is estimated taking into account the Commission Decision on Rules on the reimbursement of
expenses incurred by people from outside the Commission invited to attend meetings in an expert capacity, of 5
December 2007.
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Annex 12: Cost of transferring the .eu Registry to the EUIPO and
cost of running the .eu Registry by EUIPO

According to EUIPO's calculations the cost to implement the transition amounts to
€1.688.400 for an 18-month transition period. The annual cost for running the .eu Registry
after the 18-mont transition period would be €10.465.724%".

Trarm
Concept C-rent £l
[18 months) [mnual}

General cost €1 202 250 £€1202 250

Marketing/ €2 742 039 € 205 000 €2 500000
Communication

Depreciation € 558 871 MiA £ 358 871
Rg'sunmurﬂcnes € 3 533 024 M €3 210 000
ggemgggg €1 945 307 M € 1945 307

Subsidiaries €1033 696 A €1033696

Project team Mi&, €728 000 MiA

Advisory cost s, €64 500 M
Eﬁéﬁgﬁé’g MNi& €00000 MNi&

Trips unknown €141 600 €9 600
IT cost unknown €334 000 NiA
Websits A €84 000 N
rnang;:rnent unknown £ 41 000 €5 000
Total € 11 365 237 €1 685 400 €10 465 724

Table 20

*” The figures used for the current .eu Registry.eu Registry.eu Registry are from 2016 EURid budget.
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More in detail, EUIPO is estimating transfer cost®® as follows:

The following cost elements are considered and detailed:
e Human resources

Travel costs

Infrastructure

Subsidiary Offices

Marketing and Communication

IT costs

Website

Fee management

Human resources

Project Team

For the transition phase of EUIPO as .eu Registry, a project team® of around 6 FTEs is
envisaged. This will cover a Project manager (50%), Project lead (100%), Process
improvement manager (100%), IT expert (70%), HR expert (50%), Finance expert (50%),
Marketing/ Communication expert (50%), Legal expert (30%) and Project support (100%).
Considering preparatory work and closure of the project, a timeframe of 18 months is
envisaged.

Table 21. .eu Registry - cost estimate - project team

EUIPO as .eu
Registrar
(annual)
Project € 160 000 MNIA
team
Total € 160 000 A

Governance Board

?® Excluded in the transition cost calculation are any costs related to redundancy payments of current .eu
Registry staff that will not be maintained. The same applies to contractual obligations where financial damages
may be incurred for example in the case of termination.

2 Made up of both internal and external resources based on the cost of projects run by the EUIPO.
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At present, the .eu Registry is overseen by a Strategic Committee and Board of Directors. It
is envisaged by the EC that these structures in their current form will cease to exist, replaced
by a new Governance Board made up of the EC, the EUIPO and additional stakeholders
identified with the EC.

As the final structure is not yet defined, it will be assumed that the current expenditures
foreseen (detailed numbers are not available to the EUIPO) for the governing bodies will be
maintained.

The work needed to implement this change of the governing board will be covered by the
project team.

Advisory Costs

To assure success as .eu Registry, it will be important for the EUIPO to receive high level
guidance from the beginning of the transition period. With this in mind, it is considered
appropriate for the EUIPO to have at its disposal independent advisory support from domain
name registry experts. This could be covered by the statutory solution of special advisors.

It is expected that the costs attributed to contracting such advisors be partly recovered by the
reduction of management needs, since it is already expected that during the transition period a
number of managers will no longer continue.

Table 22. .eu Registry - cost overview advisory costs

Currem —r ]'i:nﬂﬁln
Concept SE
on [‘IB [mrtl_:llal}

Adwsm“j.' cost €64 800

Total M, £ 54 500 M

.eu Reqistry Workforce

In the case of the EUIPO as .eu Registry, a gradual move of staff to the EUIPO is foreseen,
acquiring people from EURId and externally. Though many synergies can be created by
moving the service to the EUIPO, it is considered pragmatic to consider that not all efficiency
gains will be materialised during the transition phase. This will be further improved once the
initial structure at the EUIPO is set-up and the permanent workforce planning finalised. Once
these elements are clear and posts made available in the establishment plan (or in the case of
Contract Agents an increase in budget is approved), the necessary selection procedures can be
launched.
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To accommodate this interim solution the EUIPO has several framework contracts covering a
variety of profiles. If a profile cannot be covered by an existing framework contract, a call for
tender will be launched. Alternatively, immediate solutions such as making available Contract
Agent positions for the transition period could be explored with the EC.

Given that the EUIPO does not have any specific information as to the individual salaries or
contractual termination periods of the people working at EURId, it is considered that, in
principle the expenditure for salaries can be maintained during the transition period.

It could be even expected that short term efficiency gains will be achieved during the
transition period. By way of example, the current .eu Registry headcount in the customer
services is 21 FTEs. With the existing EUIPO customer and technical service in place
covering all EU languages, a reduction of the team, after knowledge transfer, can be expected.

Table 23. .eu Registry - cost estimate - .eu Registry workforce

Tm Initial
Concept Cllmrl .eu Set-up
{18 {annual]
IT staff unknown
Jusomer. unknown A 15%
Marketin
Communication unknown A
staff
Legal unknown A
staff
-18%
Management unknown MIA
Fig&r%-rze unknown MA
Human
Resources unknown MIA
staff
Total €3 833024 A €3 210 000

Possible Relocation Costs/ Acquisition Costs

With the potential for the EUIPO to take on a number of current .eu staff or external staff,
relocation packages should be considered should the EUIPO become .eu Registry.
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Table 24. .eu Registry - cost estimate - relocation/ acquisition costs

Concept Cu I e Tralﬂim !I‘s:;tm—::l
[15 months) (annual)

Relocation
allm?ﬁgf]persan € 90 000

Total A £ 90 000 A,

Travel costs (additional costs related to the transfer excluding .eu business travels)

The transfer of the .eu Registry will require frequent visits to the EC as well as to the EURId
headquarters and its subsidiaries. This will be particularly necessary at the beginning of the
transition period in order to map precisely the activities performed, evaluate the state of the
legal, financial and technical situation and define a detailed roadmap.

These visits will also serve to identify key personnel, key activities and involvements in
initiatives, working groups and other business obligations.

Taking the above into consideration, it is envisaged that initially the project team embark on 2
one week visits to Brussels in order to evaluate and effectively plan for the move. These visits
should be built upon with regular follow-up meetings until the end of the transition period of
1-2 trips per month.

With the move to Alicante, a new need to for regular trips to Brussels to meet with the EC
needs to be introduced. To this end, four coordination visits are foreseen after the transition
period.

As the subsidiaries will also be maintained during the transition phase, three trips per
subsidiary are foreseen during the transition phase to map activities, get an overview of the
legal, financial and technical situation and to foster strong communication.

Additionally, during the transition phase some additional business travel by the EUIPO is
foreseen to accompany EURId staff on important business trips for knowledge transfer and to
gain an overview of activities. At this stage the schedule is not available, therefore around 20
business trips (12 International and 8 European) will be considered.

Table 25. .eu Registry - cost estimate - travel expenses™

*® EUIPO calculates on an average €4 400 per international trip/person and €1 200 for a European trip/ person.
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Infrastructure

No burdensome cost would be expected for the EUIPO in terms of the provision of physical
space needed to accommodate additional staff due to the expansion of activities. With a new
building recently inaugurated at the EUIPO premises in Alicante to support growth of
operations, including dedicated project areas for use in internal or external projects based on
priorities, the acquisition of new staff could be absorbed. Should it be needed, the outsourcing
of some external services to nearby buildings could also be considered to provide additional
space, as is current EUIPO practice.

In terms of space to house the two data centres, no additional cost would be supposed for the
EUIPO with room in both its onsite and offsite back- up data centre to cover needs.

Subsidiaries

The .eu Registry maintains three subsidiary offices in Sweden, Italy and the Czech Republic
that are envisaged to remain. No additional costs are foreseen to be associated with the
subsidiary offices during the transition period.

Table 26. .eu Registry - cost estimate - subsidiaries
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Transition Initial
Concept ji

Period Set-up
(18 months) | (annual)

Regional
offices £1033 696 MiA € 1033 696

(subsidiaries)

Total €1 033 696 NIA €1 033 696

Marketing and Communication

In terms of marketing and communication, an extensive awareness campaign will be launched
during the transition period to inform users, staff and other stakeholders of the transfer of
responsibilities. This will be done both through EUIPO’s own (IP and general public)
channels and the well-established channels of the .eu Registry including social networks.
During this campaign the values of the EUIPO and the .eu domain name in terms of quality
and European identity will be particularly promoted, with a special emphasis on accessibility
and security. This would see the .eu strengthened and more competitive with its visibility
improved to the general public and in particular SMEs.

Following the transition period, synergies will lead to the social media channels of the EUIPO
absorbing those of the .eu Registry.

Marketing strategies such as co-funded marketing whereby part of the revenue generated by
each .eu Registrar is reinvested for marketing campaigns focussed solely on the .eu domain
will be continued until further decision.

Table 27. .eu Registry - cost estimate - marketing and communication

Concept

Marketing/
Communication €2742039 N/A € 2 500 000

AWwareness A € 200 000 MIA
campaign

Social
networks unknown €5000 A
cost

Total €2742029 € 205 000 € 2 500 000
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IT costs

The EUIPO has recently built up a highly available and reliable data centre meeting the
highest standards including those of the Uptime Institute © for TIER IV configuration. Its
design is such as to face up to any problem without affecting system availability. Used also as
a disaster recovery for other agencies such as EFCA, the EUIPO has obtained good
understanding of the effort needed to set-up and maintain them.

That being said, as the EUIPO has no detailed information on the number of applications run
by the .eu or if the .eu Registry owns the servers, the dimensions of the requirements are
unknown. To provide a reasonable estimate in the case of the EUIPO becoming .eu Registry,
it has been assumed that the EUIPO reuse all of its corporate servers (email, network
equipment, communication lines) and provision only for the servers, hosting applications or
databases that are not currently supported by its existing infrastructure. Based on this
assumption ten physical servers would provide three to four environments for each data
centre. The servers themselves constitute a significant cost driver. These expenses however
would not be incurred in the instance that the servers currently used by the .eu are owned by
them and that their transfer to the EUIPO is made possible.

Besides the data centre, a number of additional cost areas, listed below, would need to be
considered for the transition phase. It should be noted that overall the EUIPO would be in the
position to generate savings from the beginning of the initial set-up.

Table 28. .eu Registry - cost estimate - IT costs

Concept

On-boarding of

new provider

Data centre
(IT equipment unknown € 134 000 NIA

-connectivity)
Total N/A € 334 000 NIA

Website
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Understanding the .eu website to be an asset owned by the EC, as .eu Registry the EUIPO
would foresee maintaining the existing website carrying out a rebranding to reflect new
ownership. The costs attributed to this rebranding are reflected in the transition period.

Table 29. .eu Registry - cost estimate - website

Transition Initial
Concept [NS-A=AEMl  Period Set-up
{18 months) (annual)

Website unknown €34 000 Mi&

Total A € 84 000 MIA

Fee management

The .eu domain is currently sold by registrars who make initial prepayment of €2 500 serving
as a credit from which registration fees are deducted. The balance of this prepayment is
topped up via monthly invoices corresponding to activity once they start registering domain
names. A post-payment scenario is also available to .eu Registrars after two years who have a
European bank account and are subject to the Single Euro Payment Area (SEPA).

During the transition period, it is foreseen to keep the existing fee management system run by
EURId in place. The system will be fed into EUIPOs SAP accounting system via semi-
automatic data extraction where .eu revenues will be separately accounted for.

Expenses on the other hand will be managed separately, using Activity Based Budgeting and
Management (ABB/ABM). In a second step, further integration with the EUIPO Back Office
will be envisaged.

Table 30. .eu Registry - cost estimate - fee management
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Annex 13: Indicators to monitor actual impacts

The following set of indicators, which are relevant to the TLD market, will be used to
evaluate the actual impacts of the preferred option:

e Registration volumes and renewal rates
For any TLD that entered the domain name market after the big domain expansion of the late

nineties - early years of the third millennium, having reached a stable volume of over 3.7
million domain name is an indicator of the TLD’ health (e.g. other TLDs introduced in the
2004 gTLD round, such as .tel, .asia and .mobi never reached even half million registrations
despite of massive and more aggressive marketing campaigns at their sale channel’ level).

Furthermore, renewal rates above 75% are also considered an indicator of a TLD health and
stability (see the latest ICANN gTLD marketplace index at
https://www.icann.org/en/system/files/files/gtld-marketplace-health-index-beta-14decl7-

en.pdf).

e Number of DNSSEC signed domain names
DNSSEC (Domain Name System Security Extensions) is an Internet security protocol that
helps to reduce the risk that visitors to your website are led to fake websites if they type your
website address, protected with DNSSEC technology, into their browser.
Having 10% of correctly DNSSEC signed domain names out of the overall portfolio can be
considered also an indicator of the registry’ good work to promote the security and stability of
the entire TLD infrastructure.

e Registrar network expansion rates and geographical gap filling performances
Number of new registrars accredited each year, number of registrars by geographical
distribution.

In the current EC Regulation, the .eu Registry operator must ensure to have accredited
registrars in as many EU countries as possible. The current registrar network expansion is
about 10 new registrars each quarter. That is also a good indicator of whether a TLD is still
appealing.

e .eu perception among end-users
See https://eurid.eu/media/filer public/0a/19/0a1926a8-63d1-49c1-8543-
21aaf06d9358/eurid awareness survey 2015.pdf

67% of the interviewed consumers in 2015 knew about the availability and existence of the
.eu TLD. As the survey states, this is a significant increase against 56% in 2010. The survey
also links the highest awareness rates to the highest registration numbers in certain countries.
Again, this is an indicator of the good performance of the .eu TLD and its registry operator.

e Click-through rates (CTR) and impressions of awareness campaigns
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The .eu Registry operator regularly benchmarks its online awareness campaigns against the
market.

If we consider the “standard” CTR metric, i.€. the number of clicks that an ad receives
divided by the number of times the ad is shown (clicks + impressions = CTR), EURid’s latest
campaigns reached the following results:

Figure 5. Click-through rates (CTR) of EURId's latest campaign

Impr. *

148M

Considering that the average display CTR in April 2017 was 0.22% (source:
http://www.richmediagallery.com/tools/benchmarks), this can be considered an above
average CTR.

e Social media positive followers and engagement rates

The .eu Registry operator has managed to optimise its social media presence.

In November 2017, its Influence score rose to 100% and its engagement score recorded a
score of 41%. The Twitter engagement and influence benchmark table against industry peers
is a valuable indicator of the ability of the registry to reach out to various stakeholders and to
be seen as an industry leader.

Chart 1. Engagement and influence rates of different registries

SIDN 74% 86%
DNS Belgium 37% 69% ‘
Centr 7 94% ‘ 85%
Nominet 7% % 1% Engagement
Afnic 71° ?7% ‘ Influence
Verisign 38% 85%
CANN -50%==100%
EURId  41%" ~~100%

e Robustness and resilience of the technical infrastructure
Storage and rackspace capacities, redundancy of the network for back-up in case of failures,
time of back-up in case of failures, datacentre distribution, anycast networks configuration
and resilience.
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Registered .eu and .ero domain names are stored on 4 unicast name servers, located in Europe,
and 2 anycast meshes located throughout the world (see the table below). EURIid's name
servers are updated dynamically.

The number of anycast networks and the infrastructure distribution are also a good indicator
of the robustness, resilience and stability of the .eu technical infrastructure.

e Annual vulnerability and penetration tests rates
Percentage of the system vulnerability against external attacks, number and outcome of
penetration tests.

This is part of the business continuity exercise. A registry that regularly runs vulnerability and
penetration test shows that it cares for its infrastructure’ robustness and resilience. One test a
year is a good indicator.

e Long-term financial sustainability indicators including percentage of bad-debtors
Percentage of bad-debtors among registrars; level and distribution of reserves to ensure long
term financial sustainability in case of attacks.

Considering the special framework in which EURId operates and the fact that any surplus is
returned to the EU budget, the .eu Registry operator has built a reserve system to allow the
registry to continue to operate and/or wind-up. Having an operational, financial sustainability
of 6-8 months in case of a dramatic drop in new registrations and/or renewals is a good
indicator of a healthy financial system.

e Standards and service levels for customer support (end users) including
responsiveness rates
Number of tools to communicate with end-users, response rates to end-users requests via the
different tools

Indicators of a good customer service to end users are the number of tools the end user can
use to interact with the registry. Also, the annual number of complaints against the service
received is a good indicator of the service level.

e Standards and service levels for customer support (registrars) including responsiveness
rates
Number of tools to communicate with registrars, response rates to registrars (with the current
registry the time to respond to a registrar request must be within 4 hours)

Indicators of a good customer service to registrars are the number of tools the end user can
use to interact with the registry. For example in the case of the current .eu Registry operator,
we have: 24 EU language support during office hours via email and phone, 24/7 phone
service during non-office hours (EN only), chat tool, webinars, registry.eu, postal service to
four EURId offices. Also, the number of registrar complaints against the service received is a
good indicator of the service level.

e Registrar satisfaction survey ratings
See https://eurid.eu/en/news/registrar-satisfaction-survey-2015-findings/
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A constantly growing registrar satisfaction rate is an indicator of the how registrars appreciate
the registry service.

Other ratings in standard registrar satisfaction surveys are indicators of the registrar
satisfaction against the various registry services and/or performances.

e Number of assessed risks, number of business continuity plan exercises over a year,
non-conformities out of BCP exercises

A yearly BCP exercise is considered the standard practice of having a good business
continuity planning in the TLD industry.

Furthermore, a full risk assessment — covering not only technical, but also administrative,
financial, legal and external risks — is an indicator of a registry’ readiness to cope with
contingencies.

Audited BCP exercises ending with few if no non-conformities are a good indicator of a
registry having a robust preparation to deal with unforeseen situations.

e Disaster recovery timeframes
Time to recover the business in case of major contingencies

This depends much on the kind of disaster. On average, any registry should be able to resume
its core function — registration of domain names, availability and reachability of the registered
domain names, other operations for registered domain names — in few hours after the disaster
takes place.

The technical infrastructure distribution at geographical and provider level helps to ensure
immediate recovery times.

e Number of Court cases per year and possible financial costs

There are no indicators on the average number of Court cases that could be considered as
acceptable for a registry. Most of the times, such number is linked to the overall number of
registered domains. Therefore, 1 or 2 cases per million registered domain names can be
considered as acceptable.

e Number of abuses on .eu TLD names
Even for this element there are no-industry standard indicators. However, a registry listed as

having high number of domain names used for abuses in one of the industry report about
abuses (e.g. The Global Phishing Report table of TLD contains indicators on what the
reported levels of domain names registered for phishing abuses can be “tolerable” under a
TLD. See https://docs.apwq.org/reports/APWG_Global_Phishing_Report 2015-2016.pdf )
may run into reputational risks.

e Number of international engagement MoU and/or agreements
An indicator of a registry with a strong international engagement is the number of official

partnerships established with industry peers, including participation in international working
groups, chairmanship of industry organisations, public acknowledgements of the registry
expertise in certain areas.
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e Number of publications
The number of publications of a registry is also a good indicator of the registry expertise in

certain areas. If those publications are also made in cooperation with other parties, that should
be also seen as a good indicator of the registry being seen as an expert in that area.

e Number and importance of findings of external audits on the .eu Registry

One or two minor findings that only need to be addressed by a recommendation to the
Registry are acceptable. A finding such as conflict of interest or mismanagement is
considered completely unacceptable.
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1. INTRODUCTION

In 2006, the .eu Top Level Domain (TLD) was established to enable European businesses
and citizens to participate in ecommerce and to enhance participation in the online single
market. This was done at the initiative of the European Commission, through two
legislative instruments:

e Regulation (EC) No 733/2002 of the European Parliament and of the Council of
22 April 2002 on the implementation of the .eu Top Level Domain;

e Commission Regulation (EC) No 874/2004 of 28" April 2004 laying down public
policy rules (PPR), concerning the implementation and functions of the .eu TLD,
and the principles governing registration,”

together referred to as the ".eu Regulations™ in this document.

Much has changed in the online environment, since the .eu Regulations were fist
adopted. In 2002, less than 10% of the world’s population was online; by 2017, almost
half the world is connected to the Internet.?> Social media platforms did not exist in the
early part of the century -Facebook, which now counts 2 billion monthly users, was not
established until 2004, with Twitter following in 2006. Apple’s iPhone - which
revolutionised both telephony and Internet usage patterns, and brought ‘apps’ to the
market - was not launched until 2007. In 2013, a massive expansion of the domain name
market began with the introduction of more than 1300 new generic Top Level Domains
(gTLDs) — providing EU consumers with extended choice and new business models into
the domain name industry.

Since the adoption of the first of the .eu Regulations, 15 years ago, the EU political and
legislative context, with regard to the Internet, has also changed significantly. From a
political and regulatory backwater in the early 2000s, the impact of Internet technologies
is now driving major legislative programmes and strategies such as the Digital Single
Market, and the security risks associated with the online environment are recognised as
posing critical threats to economic and social well-being® .

As you will see in the analysis of the answers to the evaluation in section 5, this legal
framework drafted in the early 2000's is outdated and generates cumbersome

! Commission Regulation (EC) No 1654/2005 of 10" October 2005 (OJ L 266, 11.10.2005, p. 35),
Commission Regulation (EC) No 1255/2007 of 25" October 2007 (OJ L 282 26.10.2007, p. 16),
Commission Regulation (EC) No 560/2009 of 26™ June (OJ L 166, 27.6.2009, p. 3), Commission
Regulation (EU) No 516/2015 of 26™ March 2015 (OJ L 82, 27.03.2015, p.14).

2 |TU stats, https://www.itu.int/en/I TU-D/Statistics/Documents/facts/ICTFactsFigures2017.pdf

3 For example, see recital 2 to the Directive (EU) 2016/1148 on security of network and information
systems, “The magnitude, frequency and impact of security incidents are increasing, and represent a
major threat to the functioning of network and information systems. Those systems may also become a
target for deliberate harmful actions intended to damage or interrupt the operation of the systems. Such
incidents can impede the pursuit of economic activities, generate substantial financial losses, undermine
user confidence and cause major damage to the economy of the Union.”
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administrative constraints which are negatively impacting both the Commission and the
registry operator when it comes to the day-to-day management of the .eu domain.
Meanwhile, the .eu TLD's competitiveness and ability to respond to market changes is
undermined.

Purpose and scope

The 2017 Commission Work Programme” included the revision and modernisation of the
.eu Regulations under the Regulatory Fitness and Performance Programme (REFIT).
This is to ensure that the .eu legal framework still serves its intended purpose in the
context of the above mentioned new market and regulatory environment.

This report is an Evaluation of Regulation EC 733/2002 establishing the .eu top-level
domain (TLD) and Commission Regulation EC 784/2004 laying down public policy
rules concerning the implementation and functions of the .eu TLD. It considers the extent
to which the .eu Regulations have fulfilled their original objectives, and whether they
remain fit for purpose, given the significant developments in the marketplace, technology
and regulatory environments since their first adoption.

In compliance with the Better Regulation Guidelines, this evaluation will assess the
effectiveness, efficiency, relevance, coherence and EU added value of the .eu domain
name legal framework. It also covers its implementation across the European Union since
the adoption of the first Regulation in 2002.

This evaluation report of the current .eu regulatory framework was conducted thoroughly
by using both quantitative and qualitative approaches. While the .eu TLD is available in
EEA countries, and thus the quantitative registration figures include EEA countries, this
evaluation report focuses on the EU alone.

This evaluation report should be read with the accompanying Impact Assessment which
has been developed in a back-to-back process.

2. BACKGROUND TO THE INTERVENTION
2.1 Description of the intervention and its objectives

In 1999, following the input received from European industry representatives’, the
Commission initiated the process which led to the establishment of the .eu TLD in 2006°.

The Commission Communication of 2000 described the problem as it was perceived at
the time, and the added value intended to be created through the .eu TLD:

The Commission considers that the creation of the .EU Domain would be a decisive
element for accelerating e-economy and e-commerce in Europe at a time when the single
currency will soon be a reality. The existing generic TLD, .COM, is already congested.

4 https://ec.europa.eu/commission/work-programme-2017 en

> Communication from the Commission to the European Parliament and the Council - Internet domain
name system - creating the .EU top level domain - /* COM/2000/0421 final *.

® See Introduction section above for further details.
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Thus, .EU would expand the Domain Name Space and at the same time would enhance
the interconnection and interoperability of European companies, organisations and
individuals. It would give users who wish to operate across the Internal Market a specific
European identification which will be recognised globally. It will also avoid the necessity
of registration in different Member States. Indirectly, it would also increase consumer
confidence in the use of the Internet among European users, since European law, data
and consumer protection rules would apply’.

Through the .eu TLD, end-users operating across the Internal Market were to be provided
with a specific European identification. This was also intended to promote the European
Union image within the global online arena. The .eu TLD aimed to facilitate a clearly
identified link between undertakings, organisations and natural persons with the Union.
European citizens were to be equipped with a safer place in cyberspace in which their
rights as consumers and individuals would be protected by European rules, standards,
and courts®.

The .eu TLD's key objective was to promote the use of, and access to, the Internet and
online marketplace, in accordance with Article 170 of the TFEU on Trans-European
Networks, by providing a complementary registration domain to existing ccTLDs and
gTLDs®, and in consequence increase choice and competition. Domain names are part of
a series of factors that enable internet access alongside essential physical infrastructure,
low prices for internet services (dependent on vibrant competition amongst providers),
and high speed broadband. Once basic access is possible, domain name registration
enables access and use of the Internet and online marketplace, through the development
of websites and email necessary to conduct e-commerce. This was particularly true in
the early 2000s before the advent of substitutes such as apps and social media, but it
remains the case that domain names (websites, email) remain key component of access to
and use of the Internet.

To meet the above-mentioned objectives, today's regulatory framework sets out the
conditions for the .eu TLD implementation and establishes the general policy framework
within which the .eu Registry, appointed by the Commission in accordance with .eu
Regulations EC 733/2002 and EC 784/2004 , performs its functions.

The diagram below summaries how the .eu Regulations intended to address the identified
core needs such as accelerating e-commerce and promoting a European digital identity.

" bid.
® http://europa.eu/rapid/press-release MEMO-05-457 en.htm?locale=en

° For a brief explanation and examples of the terms ccTLD and gTLD, see glossary.
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academic projects and a MoU with Europol
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External Factors:

Congestion of the existing gTLD .com

European Commission eEurope initiative [COM (1999) 687 final]

2.2 Baseline and points of comparison

Prior to the establishment of the “.eu” Top Level Domain, individual EU residents or
companies established in the EU were not provided with the option of having a pan-
European internet identity for their online presence — generally websites and e-mail
addresses. The EU institutions, for the running of their operations, were using the generic
TLD ".int" reserved for use by international organisations.

Ahead of the publication of the original legislative proposal'®, no impact assessment as

per Better Regulation provisions' was conducted. The absence of such input prevents the
delivery of an exhaustive description of the situation before the initial legislative act was
delivered.

However, a public consultation and several meetings with stakeholders were carried out.
The summary report* of such survey suggests that the gTLDs Domain Name space of
the early 2000 was viewed by stakeholders as congested, due to a dominant position held
by the gTLD .com. Thus, in the words of the Commission Communication in 2000, the
creation of a .eu TLD was aimed at expanding the DNS market offering of the time,
while enhancing the interconnection and interoperability of European companies,
organisations and individuals. An expansion of the DNS market through the addition of

19 Regulation (EC) No 733/2002.

1 https://ec.europa.eu/info/better-regulation-guidelines-and-toolbox_en

12 Communication from the Commission to the European Parliament and the Council - Internet domain
name system - creating the .EU top level domain - /* COM/2000/0421 final *.
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the TLD would have contributed to the interconnection of Europeans by providing an
additional online namespace which would enable Europeans to connect and communicate
with one another.

3. IMPLEMENTATION / STATE OF PLAY
Description of the current situation
Launch of the .eu Top Level Domain

The .eu Regulations were implemented first through the delegation of the .eu TLD in the
DNS root zone managed by the Internet Assigned Numbers Authority (IANA)" under
the Internet Corporation for Assigned Names and Numbers (ICANN)™ at the request of
the Commission, secondly through the appointment of a registry operator responsible for
the management of the .eu TLD, EURId, following a call for expressions of interest, and
thirdly through the launch of the .eu TLD to the market in 2006.

The top level domain (TLD) .eu opened for registration in April 2006. Its foundation
aimed to promote the European Union’s image on the global information networks and
bring an added value to the internet naming system in addition to the national ccTLDs."™

The .eu registry and its relationship with the Commission

The .eu registry is the entity responsible for the organisation, administration and
management of the .eu TLD. The original registry operator, EURId, continues to operate
the .eu TLD. EURId is a Europe-wide non-profit organisation with its head office in
Diegem (Belgium) and regional offices in Stockholm, Prague, and Pisa. The .eu Registry
was appointed by the Commission®®, following a call for expression of interest’’. As
foreseen in the .eu Regulations, the Commission signed a first service concession
contract with the .eu Registry on 12 October 2004, extended by 5 years in October
2009, EURid was awarded a second service concession contract on 12" April 2014,

3 The Internet Assigned Numbers Authority (IANA) is the entity responsible, under ICANN, of the global
coordination of the DNS Root, IP addressing, and other Internet protocol resources. Today, the mentioned
tasks are transferred to ICANN's entity Public Technical Identifiers (PTI) https://pti.icann.org/. For further
details on delegation of the .eu TLD in the DNS root zone, see IANA report
https://www.iana.org/reports/2005/eu-report-05aug2005.pdf

¥ The Internet Corporation for Assigned Names and Numbers (ICANN) is a nonprofit organisation
responsible for coordinating the maintenance and procedures of several databases related to the
namespaces of the Internet, ensuring the network's stable and secure operation. https://www.icann.org

1% Recital 10, Regulation (EC) No 733/2002.
1® Commission Decision on the designation of the “.eu” TLD Registry, OJ L 128 of 24.5.2003, p. 29

17 Call for expressions of interest for the selection of the .eu TLD Registry (2002/C 208/08), OJ C 208 of
3.9.2002, p. 6.

18 See paragraph 3.1, Communication from the Commission to the European Parliament and the Council -

Report on the implementation, functioning and effectiveness of the “.eu” TLD, 2007, http://eur-
lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52007DC0385
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following a call for expressions of interest and the European Commission Implementing
Decision of 11™ April 2014.%°

The .eu TLD implementation was pursued by the European Commission due to it is EU-
wide nature. The appointed registry operator comes directly from the private-sector (not-
for-profit) and its operations are monitored by the EU Commission®. This model is
widely used within the European Economic Area since the 1990s, for example in
Germany, the UK, Austria, Belgium, Sweden, Netherlands, Switzerland and Norway?*.

Market performance of the .eu Registry

The .eu Registry has a network
of more than 700 accredited
registrars throughout the
world.?® It is respected in the
domain name industry and is
recognised by the downstream ] - 100
registrars (retailers) as
outstanding in comparison to its
peers. For example, in 2017
EURid was awarded CENTR’s*®
registry of the year, voted by
more than 100 registrars** to
honour ccTLD registry projects,
teams and people having a
positive impact in the Domain Name industry. In 2013, EURid was presented the
CENTR award for the best marketing programme for registrars®>.

TOP 10 COUNTRIES BASED ON THE NUMBER
OF EURid ACCREDITED REGISTRARS

Despite entering the market in 2006 — much later than the years of the rapid growth in
European domain name registrations - the .eu TLD has established itself as a valuable
option for any European resident choosing a domain name for their Internet presence.

19 European Commission Implementing Decision of 11™ April 2014 on the designation of the .eu Top
Level Domain Registry, published in the Official Journal (L109/41) on 12" April 2014.

%0 See below section "Monitoring of the .eu TLD by the Commission”
2L For further information, see list of CENTR members https://www.centr.org/about/members.html

22 Source, EURId Quarterly Reports, Q3 2017, https://eurid.eu/media/filer_public/62/aa/62aa8f63-e0ff-
42c9-9fdf-b50e2c¢45601f/quarterly _report g3 2017.pdf

2 CENTR is the association of European country code top-level domain name registries.

24 Registries exceptional initiatives shine at 2017 CENTR awards https://centr.org/news/news/registries-
exceptional-initiatives-shine-at-2017-centr-awards.html

2 https://www.centr.org/events/centr-awards.html
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Today, the total number of .eu registrations is above 3.7 million with more than 200,000
new registrations in Q3 2017%° making the European Union's domain name the 4™ largest
ccTLD in the EU%, and 8™ largest ccTLD in the world®. The table below shows the
distribution of .eu registrations by country of registrant.

TOTAL NUMBER OF .eu DOMAIN NAMES
BY COUNTRY OF REGISTRANT, Q3 2017 -

Lithuara 23578
Bugaria 37 380 Lixembourg 17 168

Croatia 8 837 Maita 15018 — Fun
Cyonis 18 182 Marninigue 156 A :

rech R y Mayotie 2 + Urited ¥ingdam
Denmark 34 680 i 4 b
Esona 22 935 Nonway 14 408 L i Foland
Firnlamnd 17 028 . 64 8
F o ! riuge 19 820 - — Taly
French Guiana 50 R 318 3

BrTany 1 E Bomania o8, 00 |'."— Austria
Gibrattar 121 i hart a G Crach Republic
Greece 44 078 45 480 ‘ ' Beigium
Guadeloupa 237 k] - e
Hungary 44 5 4 L sl
Icefand 53 66 683
Ireiand 22 972

Top 10 countries with
the most .eu registrations

Thes faabthes abons i bursd o oy coois. Sorme EL Wember State Serfones foch e GRvalar, o Jand ook and
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The .eu TLD market performance needs to be analysed in the context of an online
domain name environment impacted by extensive technological changes. For example
the popularity of online social media platforms, the growth of mobile the launch of
ICANN’s new gTLD programme, which resulted in more than 1300 new TLDs being
available for EU consumers, has dramatically changed the domain name offer - some of
the new gTLDs compete the .eu ccTLD by appealing to alternative geographic, European
identities (e.g. .berlin, .paris, .amsterdam, .bayern, .hamburg). Others compete indirectly
with the .eu TLD by diverting particular interest groups away from the .eu domain (.casa,
.solutions, .shop, .cloud, etc).

Technical and operational systems

Today's .eu Registry Operator operates its own technical registry services and
infrastructure, including the public WHOIS lookup service for .eu. EURId supports

?® EURId Quarterly Report, Q3 2017, https://eurid.eu/media/filer_public/62/aa/62aa8f63-e0ff-42c9-9fdf-
b50e2c45601f/quarterly report g3_2017.pdf

2T Narrative excludes non-EU ccTLDs .cn and .ru. https://eurid.eu/media/filer public/51/43/51430f6b-
1bb7-45ed-b995-c6cd462b1056/quarterly report g2 2017.pdf

28 \erisign Domain Name Industry Brief, https://www.verisign.com/assets/domain-name-report-

Q22017.pdf
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resolution of domain names through both IPv4 and IPv6 protocols®, and is actively
promoting adoption of a security protocol (called DNSSEC) which enhances the security
of the Domain Name System. Nearly 350,000 .eu domains are signed with DNSSEC™.

To cope with the volume of DNS and WHOIS queries, while guaranteeing uninterrupted
resolution of .eu domains, EURId has also contracted anycast nameservers' operators®".
EURIid’s technical team has developed its own open source nameserver implementation
(called YADIFA), a high performance, portable and standards compliant nameserver
implementation software®.

EURId was one of the first European registries that developed a full Business Continuity
Plan (BCP) in 2007, based on an in-depth risk assessment and a disaster recovery plan®.
Since then, EURId has been running one BCP exercise on a yearly basis . The registry
has also voluntarily adopted and adheres to international standards for information
assurance, including 1SO 27001,

Support for linguistic diversity

Home News Register & domain name My wu Becorme a registrar WHOS About us Contact Us Enginh

s BBE The .eu Registry provides
f customer  support and
translation of key

eck if your domain name is available documents in all 24
official languages of the
_ European Union (even
Maltese and Gaelic which

My .eu Become a regist e

Manage and secure your domain Accredttationlnjust4slm::.u are no Ionger routlnely
e supported by the EU

— — institutions), pursuant to
the obligation set out at
Recitals (2), (7) and
Article 6 of .eu Regulation

784/2004.

2 For more detail on EURid’s infrastructure and services, see https://eurid.eu/en/about-us/eu-
infrastructure-and-services/

% EURId annual report, 2016 https://eurid.eu/media/filer_public/61/6a/616a9b08-13ca-4379-8e11-
0a3580201bb5/annual_report_2016.pdf

31 See “Nameservers’ at https://eurid.eu/en/about-us/eu-infrastructure-and-services/

32 For more details see http://www.yadifa.eu/

%3 See for example “.eu passes disaster tests’, 2011 https://news.cision.com/eu-and-eurid/r/eu-passes-
disaster-tests,c9143517, and 2015 https://eurid.eu/en/news/bcp-test-successfully-completed/

3 The ISO/IEC 27000 family of standards helps organizations keep information assets secure.
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Further to the obligations set out in Article 6 of .eu Regulation 874/2004, the .eu Registry
has supported linguistic diversity in the online environment through its active promotion
of Internationalised Domain Names (IDNs), distinguished by accents or diacritics, and in
scripts other than Latin. IDNs play a crucial role in supporting the varied linguistic
landscape of the European Union.

The .eu Registry first launched IDNs at the second level (see diagram) in 2009, to
support domain names in Latin, Latin extended, Greek, Greek extended, Cyrillic and
Cyrillic extended scripts®. At the close of the third quarter of 2017, there were over
42,000 IDN registrations under .eu and .ero.>®

IDN second level | ASCII top-level domain (TLD)

human readable (UTF8): TTapadelypa.eu Greek script domain name (hybrid)

machine readable (punycode): xn--hxajbheg2az3al.eu The same domain name in punycode
IDN second level | IDN top-level domain (IDN ccTLD)

human readable (UTF8): obpasew.pd  Cyrillic script domain name (full IDN)

machine readable (punycode): Xn--80abnh6an9b.xn--p1ai  The same domain name in punycode

In 2009 ICANN launched a process®’ to enable ccTLD registry operators to provide Top
Level Domains in non-ASCII scripts (such as Cyrillic and Greek for example). At the
Commission’s request, the .eu Registry applied through the ICANN process for .eu in
Cyrillic and in Greek scripts. The objective, in line with the EU’s support for linguistic
diversity, is to enable Bulgarian and Greek internet users to benefit from being able to
register .eu domain names in their own language. The delegation® and launch® of the
.eto TLD (Cyrillic script, to support the Bulgarian language) took place in 2016. The .eu
registry has persisted with the .ev (.eu in Greek) application despite numerous setbacks,

% See IDNs State of Play, 2011, section 4.4 “.eu and IDNs”
https://eurid.eu/media/filer_public/f8/14/f814332f-b03d-4fa0-9c09-86f426de4550/insights_idns.pdf

% See https://eurid.eu/media/filer public/62/aa/62aa8f63-e0ff-42c9-9fdf-
b50e2c45601f/quarterly report g3 2017.pdf

% For more information about the IDN ccTLD Fast Track process, see
https://www.icann.org/resources/pages/fast-track-2012-02-25-en

% See ICANN ‘IDN ccTLD request from the European Commission successfully passes string similarity
evaluation’, 2 December 2015, https://www.icann.org/news/announcement-2015-12-02-en

% SEE BBJATAPHSI BEYE HIMA CBOSI JOMEIH HA KUPWJIMIIA .EIO AT
HTTPS://EURID.EU/EN/NEWS/BLGARIIA-VECHE-IMA-SVOIA-DOMEIN-NA-KIRILITSA-EIU/
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and has been active in working groups relating to improving the IDN ccTLD Fast Track
evaluation process®.

The .eu Registry partners with UNESCO, and others to produce the annual World Report
on Internationalised Domain Names*!, a project which has been running since 2011. The
World Report tracks the implementation of IDNs throughout the world, and at the
European level. It has become a respected and well-referenced resource for industry and
researchers, and supports the EU goal of enhancing linguistic diversity in the online
environment. The first Memorandum of Understanding with UNESCO was signed in
2013 and was renewed in 2017. The MoU foresees cooperation of the two parties to
promote online linguistic diversity. The .eu Registry has presented the annual World
Report on IDNs with the support and participation of representatives from the
Commission, at successive UN Internet Governance Fora*, at the European Parliament,
and will launch the 2017 issue in collaboration with the European Internet Forum*.

Monitoring of the .eu TLD by the Commission

Monitoring arrangements are conducted according to the provisions of the .eu regulations
and the Service Concession Contract, and include the following:

- The Commission is to provide a report to the European Parliament and the
Council on the implementation, effectiveness and functioning of the .eu TLD, one
year after adoption of the first .eu Regulation and thereafter every two years*.

- Atthe end of the start-up phase® of the .eu TLD, the .eu Registry was required to
provide an independent audit and report its findings to the Commission™.

- The .eu Registry is required to provide administrative and financial bi-yearly
(formerly quarterly) and annual reports to the Commission on key metrics,
progress against the annual Operating Plan objectives and possible changes in
strategy, which are also published on the registry’s website®’.

* For example, EURid’s Giovanni Seppia was a member of the ICANN IDN ccPDP Working Group, from
2012-2013; see final report https://ccnso.icann.org/sites/default/files/filefield _37897/idn-ccpdp-final-

29mar13-en.pdf,
1 http://idnworldreport.eu/, and see archives at http://idnworldreport.eu/previous-years/

%2 See WS19: Enhancing linguistic and cultural diversity in cyberspace (IGF 2016)
https://igf2016.intgovforum.org/; WS11 Languages on the move: deploying multilingualism in the net (IGF
2014) http://www.intgovforum.org/cms/wks2014/index.php/proposal/view public/11; WS88 Building
bridges to online multilingualism (IGF 2013) http://www.intgovforum.org/cms/categoryblog/121-
preparatory-process-42721/1428--ws-88-building-bridges-to-online-multilingualism; sessions at the 2012
and 2011 IGF.

*3 Language access to the internet, 10 January 2018 https://www.eifonline.org/events/840-language-access-
to-the-internet.html

* Article 8, .eu Regulation 733/2002. The 2015 Commission report can be found at
https://ec.europa.eu/transparency/regdoc/rep/1/2015/EN/1-2015-680-EN-F1-1.PDF

** This relates to phased registration mechanisms designed for the initiation of .eu operations in 2006. Such
mechanisms aimed to protect the interest of intellectual property rightsholders against speculation, as
known as ‘cybersquatting’. These provisions have not been in operation since 2006.

* Article 12(5) .eu Regulation 874/2004.

4" https://eurid.eu/en/about-us/publications/quarterly-report-archive/
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- The Service Concession Contract contains detailed financial and governance
requirements aimed at monitoring the performance and good practices of the .eu
Registry, for example with obligations to seek Commission approval before the
appointment of any managers, to seek three competitive quotes for any
expenditure over and above [€5,000], and to undertake written cost-benefit
analysis prior to such high expenditure.

- Bi-yearly official meetings take place between Commission staff and informal
meetings are held with EURid’s External Relations Manager to ensure that the
Commission is kept fully informed and up-to-date of all developments.

4. METHOD
Short description of methodology

In order to gather input for this evaluation, the European Commission collected the views
from stakeholders through an (online) open public consultation on the potential revision
of the .eu top-level domain (TLD) Regulations.

The Commission took active steps to bring the consultation to the attention of relevant
stakeholders. The consultation was announced with a news article on the Digital Single
Market section of the Commission website*®, on the Commission’s consultation pages®,
on Digibytes® and on Twitter®*. The announcement of the consultation was picked up in
some online news and Member States' websites®>. The consultation was available for
online submissions and ran from 12 May to 4 August 2017 - a summary report, along
with the questions asked, is available at Annex 2.

Alongside the public consultation, the Commission conducted targeted consultations with
relevant stakeholders including operators of European ccTLDs, registrars, the .eu
Registry, ICANN, current and former regulators at the Member State and EU levels. The
Commission received a small number of written contributions from stakeholders outside
of the online consultation, for example from MARQUES, Open-Xchange, EUIPO and
ECTA. A full list of the consultations conducted is at Annex 2.

8 https://ec.europa.eu/digital-single-market/en/news/public-consultation-evaluation-and-revision-eu-top-
level-domain-regulations

9 https://ec.europa.eu/info/consultations/public-consultation-fintech-more-competitive-and-innovative-
european-financial-
sector_en?field_consultation_status value=All&field core policy areas target id_selective=All&page=6

% https://ec.europa.eu/digital-single-market/en/news/commission-launches-public-consultation-review-
rules-eu-top-level-domain

5T https://twitter.com/eu_commission/status/862982286433812480 received 55 retweets and 43 likes.

%2 See for example https://dig.watch/events/european-commission-public-consultation-evaluation-and-
revision-eu-top-level-domain, https://www.mtitc.government.bg/en/category/1/european-commission-has-
opened-public-consultation-evaluation-and-revision-eu-top-level-domain-tld-regulations

53 https://ec.europa.eu/info/consultations/public-consultation-evaluation-and-revision-eu-top-level-domain-
regulations _en
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The input from stakeholders was complemented with a wide range of existing, respected
secondary sources, for example on the market penetration and renewal rates of .eu and
competitor TLDs. Appropriate references are given in the text of this report to such third
party sources.

Limitations and robustness of findings

Overall, the participation in the public consultation was low. A total of 43 responses was
received, which exhibit varying levels of understanding on the subject matter. The
response rate was in line with expectations given that the consultation was conducted
during the summer months, and there is generally a low level of end-user interest and
participation in the operation and regulation of technical infrastructure.

The response rate from a CENTR survey of ccTLD operators produced a low number of
responses (11), but these represented relatively more expert stakeholders from large,
medium and small ccTLD registries throughout the region, who manage a total of more
than 38 million domains.

One of the major limitations of both questionnaires is the low level of awareness of the
detail of the .eu Regulations, even among industry peers. This resulted in high levels of
‘don’t know’ responses in answer to questions about the detail of the .eu Regulations.
One possible reason for this is that neither end-users nor different ccTLD registries are
directly involved or impacted by the .eu Regulations — although the EU citizen does
indirectly experience the impact of the .eu Regulations through the availability, pricing
and policies of the .eu TLD.

These limitations were mitigated by complementing surveys with targeted consultations
and workshops. Both the Commission and the .eu Registry have provided detailed input
through workshops in line with Better Regulations guidelines (in the case of the
Commission), and targeted 1:1 consultations (in the case of the .eu Registry).

5. ANALYSIS AND ANSWERS TO THE EVALUATION QUESTIONS
5.1. EFFECTIVENESS

This section will consider how successful the EU intervention has been in achieving or
progressing towards its objectives of creating the'.eu' Top Level Domain, to be ‘a key
building block for electronic commerce in Europe’, and support the objectives of Art 114
of the Treaty [functioning of internal market]>*.

The regulations enabled the .eu TLD to be included in the root database for the domain
name system by ICANN (2005), and subsequently launched to the market in 2006.

Adoption rates and growth

% Official Journal 096 E, 27/03/2001 P. 0333 — 0335.
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The .eu TLD is one of the largest ccTLDs in the EU, and has grown to 3.7 m registrations
since its launch in 2006.

Average annual growth for .eu has been +4.6% over the past ten years>. Over the past
five years, however, growth has remained relatively static and 2016 saw negative growth
for the first time in .eu’s history.

Total .eu domain names

3 514 446

2009 2010 2011 2012 2013 2014 2015 2016

Growth rates in the wider market have been declining for some years. According to the
Council for European National Top-Level Domain Registries, CENTR, median growth
across European national ccTLDs has declined from 0.6% in 2013 to below 0.2% in
2017°°. During the year to December 2016, three of the largest TLDs in the world
experienced negative growth: .net (-4.5%), .uk (-0.5%) and .org (-4.2%)°’. Meanwhile,
the new gTLD environment exhibits high volatility — for example .loan had higher than
700% growth in 2016°%, and .xyz dropped more than 50% of its domains in a single
month (August 2017)°.

Decreasing growth rates across the ‘legacy’ domain names in developed markets such as
North America and the European Union can be linked to several factors — including a
change from under-supply to over-supply and consequent increased competitiveness,
fewer marketing promotions by those registrars that became involved in new gTLD
registries, and in some cases stagnant economy.

% Source, EURId annual report 2016 https://eurid.eu/media/filer_public/61/6a/616a9b08-13ca-4379-8e11-
0a3580201bb5/annual_report 2016.pdf

% Source: CENTR Domain Wire, 2017/2, ‘Median growth’ chart, page 5 https://www.centr.org/statistics-
centr/quarterly-reports.html#

*"ibid, p2 (Top 10 Largest TLDs).
%8 See CENTR s open stats tool, gTLD stats, market overview https://stats.centr.org/gtlds

%9 See ntldstats.com for .xyz (August 2017) https://ntldstats.com/tld/xyz
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When a domain name is created, a contract is entered into between the end user and the
retailer (a registrar) for a specific period of time — between 1 month and 10 years in
duration. When the domain name expires at the end of the term, two things can happen:
either the domain name is cancelled and ceases to exist, or it is renewed for successive
periods of one year and remains in use. The renewal rate of a particular Top Level
Domain (TLD) is the percentage of domains that are renewed. Renewal rates® are more
difficult to affect through price promotions (and/or other marketing initiatives) which aim
at the acquisition of new customers. For this reason, renewal rates are viewed in the
domain name industry as a sign of quality — domains that are in use are more likely to
renew than those that are not in use. Renewals of .eu domains consistently average
around 80%. That is a 13% higher renewal rate than for .com and .net®, but 4% below
the average for ccTLD CENTR members®®. Renewal rates amongst new generic Top
Level Domains (gTLDs) are still highly variable, consistent with new market offerings:
some are experiencing renewal rates as low as 10-15%°.

Overall, declining annual growth and the lowest penetration per 1,000 of population in its
target market indicate room for improvement in terms of market penetration®*.

Supporting ecommerce and the internal market

To be effective in supporting ecommerce and the internal market, there should be
evidence of uptake of the .eu TLD by businesses. Determining the use of domain names
requires analysis of the way that they are used. The .eu Registry has undertaken two
studies which evaluate the way that .eu domain names are being used, and makes
comparisons with other popular Top Level Domains (TLDs) such as .com. According to
the .eu Registry’s website analysis studies in 2011 and 2014, the .eu performs higher than
comparator TLDs in relation to business use®.

https://eurid.eu/media/filer public/03/2¢/032cbaa0-b61f-4bc9-87a4
188a256d6a35/websiteusagetrends2014 eurid.pdf, and 2011
https://eurid.eu/media/filer _public/7b/93/7b93d320-99c7-45e3-ae77-
d7418fb73691/insights cat nov2011.pdf
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The figure above (fig.4), taken from a study on web site usage across several TLDs in
2014 conducted by the .eu Registry, measures the percentage of each TLD used for
‘business’ and ‘community’ purposes (the x and y axis of fig. 4). The analysis indicates
that .eu has the highest rate of business use (38%) amongst the sample TLDs, compared
with 33% for .com, the next most popular for business. Business use is the most likely to
have ecommerce applications. According to this analysis, .org is the most popular for
‘community’ use.

The figure above (fig. 3) also taken from the 2014 .eu Registry web analysis study makes
a comparison of the percentage usage rates for different types of web content amongst
the five TLDs included in the study (.eu, .com, .org, .net and .info). The study indicates
that the rate of ‘business’ use in .eu is 37%, the highest among all the TLDs in the study.
The .eu TLD is also popular for ‘institutional” use (alongside .org). Another feature of
.eu is that it has lower rates of ‘junk’ type usage than comparison TLDs, for example
holding page®, pay per click®” and adult, suggesting that the .eu TLD is more likely to be
associated with quality content than the comparator TLDs. The only exception is a
relatively high rate of ‘error’, 25% for .eu, meaning that a web page cannot be reached.
This is consistent with lower rates of holding pages and pay per click, which are
customarily used in other TLDs (such as .com, and .info) for domains with no unique or
active content, and which are used instead to generate advertising revenue from web or
search traffic to the domain name in question.

% A holding page is the term used in the internet industry for a ‘coming soon’, ‘under construction’
websites. The domain name resolves to a single page website which contains a message saying that the full
website will be coming soon, or is under construction.

87 <pay per click’ is an internet advertising model, used to direct internet traffic to websites on which an

advertiser pays the website owner a fee each time an advertisement is clicked by an internet user.
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Research conducted by the .eu registry shows links between the .eu TLD and "European
values". A customer awareness study in 2015° received 4,900 responses from 27
countries. It not only showed that 67% of respondents were aware the existence of the
.eu TLD (up from 56% in 2010), but it also revealed that the term ‘European’ was the
strongest association for the .eu domain, along with "professional” and "commercial
activities".

As well as this quantitative evidence from research conducted by the .eu Registry, there
Is qualitative evidence in relation to the .eu TLD and the digital single market. In the
stakeholder questionnaire conducted for the REFIT process, eleven respondents were
businesses that use a .eu domain, and more than half (55%) indicated that the .eu
extension significantly or moderately helped to expand their online business cross border,
while 27% said there was little or no effect.

For a majority of the respondents to the stakeholder questionnaire the .eu has
significantly or moderately promoted ‘a clearly identifiable digital identity for citizens
and business in the EU’ (81%), ‘cross-border access to the online market place’ (65%),
and a ‘secure and reliable e-commerce in the EU’ (58%). Similar sentiments are
expressed in customer testimonials published by the .eu Registry, for example “Weve
chosen .eu because we are a European company that does business within Germany and
all over Europe and .eu fit.”. (Leguano.eu), “Having a .eu domain name has really
helped our business grow as our website is better accepted within Europe.” (Angel-
baby.eu)®.

Effectiveness in the management and corporate of the .eu Registry

Despite detailed provisions relating to the start-up of the .eu TLD, many of which are
now outdated or obsolete (see ‘Relevance’ below), the .eu Regulations contain no
provisions regarding the corporate governance of the registry operator. For example,
there is no guidance on how long individual board members are permitted to serve, nor
on how conflicts of interest should be managed. The CEO, and three of the five board
directors’ have all been in place since the foundation of the company in 2004.

An audit report into the governance of the .eu Registry, conducted on behalf of the
Commission in 2013, highlighted a number of concerns including potential commercial
conflicts of interest. The second service concession contract between the Commission
and the .eu Registry contains extensive provisions relating to management of potential
conflicts of interest, and gives extensive powers for the Commission to intervene.

% EURId 2015 .eu awareness study https://eurid.eu/media/filer_public/0a/19/0a1926a8-63d1-49c1-8543-
21aaf06d9358/eurid_awareness_survey 2015.pdf

% See “Share your story” http://ambitionhasanaddress.eurid.eu/en/

70 See appointed dates for directors from company search
http://kbopub.economie.fgov.be/kbopub/toonondernemingps.html?ondernemingsnummer=864240405
three of five were appointed on 29 February 2004, and one other individual was appointed 2009.
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However, no action has been taken by the Commission in relation to concerns that have
existed for some time, indicating low effectiveness in the current regulatory relationship.

Effectiveness of market

According to the .eu Regulations, the .eu Registry itself cannot act as registrar.
Therefore, the .eu Registry currently relies on 712 accredited registrars. The number of
accredited registrars has dropped slightly in the last two years — there were 751 at the end
of Q1 2015.

Reorganisation and acquisitions among registrars are partly responsible for the drop in
the number of accredited registrars. The top 10 registrars account for 36% of .eu
registrations, and the top 100 more than 85% of .eu registrations. The large number .eu
registrars indicates strong competition in the market at the level of registrar (retailers for
.eu domain names), despite a slight drop in the number of registrars overall.

Over the past five years, there has been a vast increase in choice of TLD available to EU
citizens with the launch of ICANN’s new gTLD programme. An increase in number of
available TLDs to the market has reversed the previous power balances between some
registries and registrars.

Competition amongst registries has intensified to ensure that their TLD is prominent in
the registrar shelf-space — to be more visible to end-user customers. Some registrars are
more proactive than others in marketing the .eu TLD to end-users. For example, at the
current time, the .eu accredited registrars in Bulgaria, Romania, Lithuania, Latvia,
Finland and Malta offer several other TLDs for sale, and are not proactively marketing
.eu to their customers. As a result, in some EU Member States, access to .eu domains is
limited, and therefore opportunities to participate in ecommerce within the single market.
Comments from the stakeholder questionnaire included a suggestion that the .eu Registry
should be able to offer direct registrations in underserved markets.
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The stakeholder consultation provided a number of indications of the effectiveness of
the regulatory framework and the creation of .eu in contributing to the DSM by
encouraging and increasing secure and reliable e-commerce and build a strong digital
identity for people and organisations in the EU:

o 70% indicated that a .eu extension significantly of or moderately
affects their trust in a website;

o 60% answered that, as a consumer, they would rather buy from a .eu
website than from a website with a generic extension;

o 54% said to prefer a .eu website over websites with another country
code.

Further, most respondents to the stakeholder survey agreed that .eu has significantly
or moderately promoted

o aclearly identifiable digital identity for citizens and business in the
EU (81%);
cross-border access to the online marketplace (65%);
a secure and reliable e-commerce in the EU (58%).

5.2. EFFICIENCY

This section analyses the progress made towards achieving the objectives of the
intervention. It assesses the progress made to date, the role of the EU action in delivering
the observed changes, and evaluates the relationship between the resources used by the
intervention and the changes generated by it.

Financial position and contribution to Commission budget and goals

No tax-payer funds have been used in the establishment or operation of the .eu TLD,
apart from those needed by the Commission to perform its monitoring function. EURid
operates on a not-for-profit basis and pays over any financial surplus to the EU budget
after the end of each financial year. In its most recent financial year (2016), its turnover
was €14.4m, and its financial surplus was €2.7m. Revenue increased by 4.41% and costs
decreased by 7.44% during the 2016 financial year. Since 2010, EURId has contributed a
total of €6 m to the European Union budget (see figure below).
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In addition to transferring the annual surplus to the European Union budget , the .eu
Registry has supported and financed numerous projects to further EU objectives which
might otherwise have had to be paid for by the EU taxpayer, for example:

EURId agreed to host, sponsor and organise the annual meeting of the European
Dialogue on Internet Governance, EuroDIG, in 2016, in partnership with the
Commission’. The cost of 350 000 EUR was borne by EURId.

EURId agreed to host an ICANN meeting in Brussels in 20104, following a
request by the Commission. The cost of 450 000 EUR was borne by EURId
EURId is the first and currently the only European TLD registry to have achieved
EU Eco-Management and Audit Scheme (EMAS) registration. Since its adoption
of EMAS in 2012"%, EURId has increased its use of renewable energy, reduced its
carbon footprint and offsets CO, emissions’™ and supports environmental projects
such as “+BEARS —C02"",

In 2014, EURId launched the ‘.eu Web Awards’ which recognises the best of .eu
websites from across the EU™ and incorporates EU strategic priorities such as
"combatting climate change" and "EU identity™ in its award categories.

EURId proactively participates in international internet governance processes,
such as ICANN and the UN Internet Governance Forum. For example, EURid’s
External Relations Manager has been chairing the ICANN ccNSO Strategic and
Operating Plan Working Group since 2013"" and has been participating in
working groups relating to IDN projects since 2009.”

™ See https://www.eurodig.org/index.php?id=663

72 gee http://archive.icann.org/en/meetings/brussels2010/

" See ‘Going green’, EURId https://eurid.eu/en/going-green/

™ See ‘EURId’s Environmental Statement, 2015-2017, https://eurid.eu/media/filer public/d6/f9/d6f96d27-
bcf4-4d8e-8a7e-911a883a75d9/env-decl-en-validated-2017.pdf

"> See ‘Another reforestation project undertaken by EURid” https:/eurid.eu/en/news/another-reforestation-
project-undertaken-by-eurid/

76 See http://webawards.eurid.eu/

" See https://ccnso.icann.org/en/workinggroups/sopiwg.htm

78 http://www.eurojust.europa.eu/press/Documents/Operation%20Avalanche%20infographic.pdf
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e Since 2013, EURId has organised and delivered seminars on internet governance,
law and cybersecurity at College of Europe in Bruges’®, the Scuola Superiore
Sant’Anna in Pisa®, and University of Southern Bohemia in Ceské Budéjovice®.

e 1In 2016, EURId signed a memorandum of understanding with EUROPOL engage
in joint efforts related to fighting cybercrime, to exchange statistical data and
trends pertaining to cybercrime, and to commit to cooperate on projects designed
to combat cybercrime®. Through the MoU, EURid voluntarily cooperated in the
high profile operation Avalanche case, coordinated by EUROPOL with the
cooperation of the US Federal Bureau of Investigation (FBI) and numerous
domain name registries®.

e In 2017, EURIid signed a memorandum of understanding with ‘Together against
Cybercrime International’ with the goal of promoting Internet Governance and
increasing awareness of the domain name system.®*

e In 2012, EURId signed a MoU with UNESCO to further promote online
multilingualism and participate in common projects to support linguistic
diversity.®

Cost of .eu domains

In general, neither private individuals nor business representatives consider the cost®® for
holding a .eu domain name significant. The domain holders were fairly positive about the
cost-benefit ratio: 19 of the 34 (56%) holders of a .eu name gave a clear positive
assessment while only two (2) respondents said that costs exceed the benefits.

Since January 2013, in order to remain in line with its contractual obligation to work at
cost, the .eu Registry changed the renewal and term extension fee of a domain name from
€4 to €3.75. At the same time, to be more competitive in the dynamic TLD market,
EURId launched the Customised Reduction Schemes (CRS) for its registrars, which

™ See https://eurid.eu/mt/bar/eurid-holds-internet-governance-seminar-at-the-college-of-europe/

8 See https://eurid.eu/fr/actualites/eurid-holds-internet-law-and-governance-course-in-pisa/

81 See https://eurid.eu/pt/noticias/internet-governance-course/

82 gee https://www.europol.europa.eu/newsroom/news/europol-enhances-cybercrime-and-internet-security-
cooperation-signing-mou-eurid

8 See EUROPOL (1 December 2016): ‘Avalanche’ network dismantled in international cyber operation
https://www.europol.europa.eu/newsroom/news/%E2%80%98avalanche%E2%80%99-network-
dismantled-in-international-cyber-operation

8 See EURId quarterly report, Q3, 2017, https://eurid.eu/media/filer_public/62/aa/62aa8f63-e0ff-42¢9-
9fdf-b50e2c45601f/quarterly report g3 2017.pdf

8 See, https://eurid.eu/fr/actualites/eurid-signs-mou-with-unesco/

8 Since January 2013, in order to remain in line with its contractual obligation to work at cost, the .eu
Registry changed the renewal and term extension fee of a domain name from €4 to €3.75. At the same
time, to be more competitive in the dynamic TLD market, EURid launched the Customised Reduction
Schemes for its registrars, which allow reduced new registration fees according to the registrar’s sales
volumes. As of January 2017, the basic fee for a new domain name for those registrars subscribing to the
CRS is €1.75. The aforementioned price is the price the .eu registry sells to registrars. The price the end
users get depends then on the registrars and the additional services they provide the domain name with. It
could vary from 0.99 EUR (special registrar promotions) up to 100 or 200 EUR if the domain is bought
with content management, security features, many email addresses.
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enable reduced new registration fees according to the registrar’s sales volumes. As of
January 2017, the basic fee for a new domain name for those registrars subscribing to the
CRS is €1.75. In Q1 2017 98% of registrations were made by the 331 registrars who
joined the CRS in 2017.

The price referred to above is the price the .eu Registry sells to Registrars. The price the
end users get depends then on the Registrars and any additional services they provide
with the domain name. Retail prices for .eu TLDs can vary from as low as €0.99 (special
registrar promotions) up to €100 or €200 if the domain is bought with value-added
services such as content management, security features, or many email addresses.

Costs and benefits of regulation

The .eu legal framework foresees the allocation of a registry to organise, administer and
manage the .eu TLD. EURId was established as a joint venture between the ccTLD
operators of Belgium, Sweden, Italy and Czech Republic, with the sole intention of
running the newly established TLD. Therefore all of EURid's costs are linked with the
implementation of the .eu legal framework (compliance cost). The total costs of fiscal
year 2016 were € 11.365.237%".

Costs 2016 Actuals
General costs 1.202.250
Marketing & Comm. 2.742.089
Depreciation cost 558.871
Human resources 3.883.024
Operating expenses 1.945.307
Cost of subsidiaries 1.033.696

The .eu Regulations create a regulatory role for the European Commission in relation to
the .eu registry, EURId. The regulatory relationship is further elaborated in the current
Service Concession contract,, The Commission incurs the cost of managing the
relationship. The calculations below further take into account:

e Periods when amendments to the Regulations have to be introduced to allow
technical updates; and

e Periods when the service concession contract has to be negotiated (through a new
call for expression of interest) or renegotiated (through extension of the existing
contract).

8 EURId Financial Report H2 2016.
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There need to be two Commission officials devoting 50 % of their time to the required
action relating to .eu TLD, and a head of unit devoting 5%. Considering the average total
cost of a Commission official is 143.000 €%, the compliance cost for the Commission
equals to 150.150 €%,

Under current .eu Regulations the actor incurring external administrative burden is the
.eu Registry. An examination of the mandatory information obligations (10) EURId
currently has with regard to the European Commission through the 'Standard Cost Model'
(SCM) reveals that the .eu Registry is incurring a cost from administrative burden that
equals to €115.688. Ten 10s need to be carried out by EURId. Please see the tables with
detailed calculations of these ten 10s in Annex 9.

Some internal administrative burden is felt at Commission level. In particular eight 10s
are part of Commission's workload when it comes to implementing the current .eu
framework. According to SCM calculations in Annex 10 the Commission is incurring a
cost from administrative burden that equals to €40.322.

The .eu Regulations, particularly the Public Policy Rules, contain a level of detail which
is now out of step with market best practices and creates delay costs. For the .eu registry
and the Commission to be able to implement changes in its market offering in order to
keep up with technical changes and support linguistic diversity has proven time
consuming:

e Amendments to the Regulations were necessary to implement updates in
technical standards relating to internationalised domain names (.eu supports all 24
official languages of the EU, including Bulgarian and Greek, which require
domain names in Cyrillic and Greek scripts). Whereas DENIC, the private sector
German ccTLD, and NIC.AT, the Austrian ccTLD, were able to implement
changes to the technical standards®™ within one month of their publication, it took
the .eu Registry and the Commission 19 months’ work to update the Commission
Regulation 874/2004 for implementing a minor technical changes and updating
the list of reserved domain names. Changes within the competent European
Commission staff also contributed to such delay.

e To clarify that technical checks would take place prior to and not only after a
domain name was registered, necessary to implement a security feature for Greek
and Cyrillic domain names (homoglyph bundling, to avoid homograph attacks™)

8 Average total cost in legislative financial files.
892 x (50% x 143.000) + 1 x (5% x 143.000) = 143.000 + 7.150 = 150.150 €.

% The technical standards for internationalised domain names were updated (IDNA 2008) to support a
small number of characters within the domain name system. Of the four characters implemented by the
standard, only two are relevant to European languages, namely the German sharp ‘s’ (), and the Greek
terminating sigma (g). For guidance on the IDNA 2008 standard, see
http://unicode.org/reports/tr46/#1DNA2008-Section

%% For a more in-depth explanation of homoglyph bundling and an example of a homograph attack see
https://eurid.eu/en/other-infomation/fag/technical-and-privacy-enquiries/what-is-homoglyph-bundling-
does-eurid-offer-it/ and https://www.theregister.co.uk/2017/04/18/homograph_attack again/
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took 37 months, due to delays in consultations with Member States conducted by
the Commission.
These lead times for updating the regulations are the norm in terms of the time taken to

update or conceive EU legislation, with all the associated obligations for analysis,
consultation, publication and approval. The key issue in the context of the .eu TLD is
that other TLD operators do not have to seek updates of primary legislation in order to
implement technical standards — which change frequently. Therefore the inflexibility of
the .eu Regulations place the .eu registry operator at a disadvantage compared to its
competitors, and EU citizens who wish to register a .eu domain do not receive the
benefits of the latest technical standards.

There are also enforcement costs stemming from the current .eu legal framework. The .eu
Registry is obliged to run an annual external audit on its financial accounts. The amount
paid annually to the external auditors equals to 29.000 €. In addition the Commission is
entitled to run an independent external audit on the .eu Registry if it so wishes. The cost
for running such an audit with an external auditing company is estimated around
€100.000.

The following table summarises the compliance costs, administrative burden, delay costs
and enforcement costs:

Regulatory costs

Description Amount Comments

Compliance cost € 11.365.237 for the .eu Registry
Recurrent

Compliance cost € 150.150 for the Commission
Recurrent

Administrative burden €115.688 for the .eu Registry
Recurrent

Administrative burden € 40.322 for the Commission
Recurrent

Delay costs By the lead time|For the end users due to
necessary to|delayed availability  of
amend the|technical ~and  market

innovations in the domain
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Regulations name sector
Recurrent

Enforcement costs €29.000 for the .eu Registry
Recurrent

Enforcement costs € 100.000 for the Commission
Recurrent”

The regulatory costs are shared by the Commission and the .eu Registry, nevertheless
they have an impact on the EU citizen: Commission costs are directly borne by the EU
taxpayer, and the registry costs have an indirect impact as they reduce the level of surplus
which is returned each year by the registry to the European Union.

Considering the .eu Regulations are detailed and to some extent outdated there is
potential for simplification and burden reduction. Options to achieve cost savings with
respect to regulatory costs are proposed and actual cost reduction they would bring is
analysed in the Impact Assessment.

Inflexible administrative provisions

Significant resources at both Commission and registry level are consumed in
administering and implementing the list of reserved domain name by the EU
institutions.”® This is partly due to the level of inflexibility provided by the Commission
Regulation 874/2004:

e Art9, para 2 of Commission Regulation 874/2004 foresees the procedure for the
Commission to notify reserved names for the Institutions. The Regulation
foresees this as a one-off event, and contains no procedure to reserve new names
at the future or remove names from the lists once created. This creates problems
and friction between the Commission and the .eu Registry. It has often been the
case that because of bureaucratic, inflexible rules, the Commission has not been
able to obtain the reservation of a chosen domain name. While the cost to the EU
tax payer of such transactions is low, the impact on the EU institutions is more
onerous: either going through time-consuming processes dictated by the .eu
Regulations (involving the Commission) or paying for domain names in the open
market in order to obtain a domain name more quickly. Meanwhile, the intended

%2 Recurrence at the Commission's discretion.

% This list of reserved names by the EU Institutions is kept, managed and implemented both by the
Registry Operator and the EU Commission's DG COMP.
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uniform use of .eu for the online presence of European institutions has become
eroded, for example through the use of .org and other TLDs.

e Art 17 provides 5 names that the Registry operator can reserve for itself. This is
too detailed to be set out at the level of Regulation. A general permission for the
registry to reserve a reasonable number of domain names for its operational
functions would be more appropriate.

e Chapter VI of Commission Regulation 874/2004 sets out rules for the resolution
of domain name disputes (the .eu Alternative Dispute Resolution (ADR) tool).
Having such detailed provisions at the level of Regulation prevents flexibility or
changes to practices in response to market conditions. Despite provisions in
regulation 733/2002 that the dispute resolution should reflect international best
practices, the .eu ADR, in compliance with rules laid down by Regulation
874/2004, is inconsistent with international best practices subject to constant
changes.

Respondents to the registry questionnaire mentioned the need for ‘more flexible policy
making in response to market’, the need to ‘continuously adjust the operational aspects
resulting from the natural evolution of the internet’. Several registries reported that they
had not taken any element from the .eu Regulatory framework or incorporated them into
their policies or procedures. These answers, combined with the administrative
experiences highlighted above, indicate a potential lack of efficiency in the current .eu
Regulations, in that they have not been used as a model by others.

Seven respondents to the stakeholder questionnaire suggested simplifying the .eu
regulatory framework. Most respondents, however, answered that there were ‘no’ (18
responses) or that they were ‘not aware’ (18 responses) of areas that could be simplified.
Similarly, ten (10) respondents answered that some areas of the framework could be
‘changed or eliminated, to reduce regulatory burdens’ while the majority saw ‘no’ (16
responses) or was ‘not aware of’ (17 responses) areas that could be simplified. These
answers indicate both a low level of awareness among stakeholders external to the
domain name industry of the detail of .eu Regulations. They also support the view that
the current .eu Regulations may be over detailed and inflexible.
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Other suggestions from the stakeholder and registry questionnaires included: clarification
of the use of revenue, amendments to the Alternative Dispute Resolution Rules (ADR),
deletion of detailed ‘sunrise’ provisions, meaning the original start-up mechanisms for
.eu which aimed to protect the interest of intellectual property rightsholders against

speculation, as known as ‘cybersquatting’. These provisions have not been in operation
since 2006.

The European ccTLD operators was asked to assess to what extent a ccTLD could benefit
from a regulatory framework. Of the respondents to the survey 45% stated that ‘having a
regulatory framework poses moderate to significant benefits for ccTLDs’, while most others
consider it provides little benefit.

The EC received stakeholder contributions that indicated that the framework has been
successful in

o assigning a well-performing registry operator, which ‘has been stable, secure
and very well managed’, with staff that ‘are supportive and understand the
needs of business’ (MARQUES);

o allowing the registry operator to work ‘to improve security in the Internet’
which ‘has certainly improved trust amongst users’ (ECTA);

while imposing some constraints

o for the .eu registry operator, by limiting its possibilities to ‘embark on long
term innovative projects as well as to diversify its business’, and to ‘compete
against the competitive business models and market players’,

o for the EU Commission by restricting ‘the promotion of the EU identity’ and
potentially ‘put at risk the business continuity of the .eu TLD’, and

o for the end-user ‘due to the misalignment of the available dispute resolution
mechanisms with user needs’. (EUIPO)

5.3. RELEVANCE

The following section considers the relationship between the needs and problems in
society and the objective of the intervention, and how these last ones correspond to the
wider EU policy goals and priorities.

88% of those who responded to the stakeholder consultation, and 70% of responses to the
registry questionnaire agreed that the objectives of the regulatory framework are still
relevant in order to address today’s needs of EU citizens and businesses.

The .eu Regulations are highly detailed and in some cases restrictive. Reflecting
practices in the domain name market at the time when the .eu Regulations were drafted
(2002-2004), the details of the .eu Regulations are no longer in step with international
best practices. For example:
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- Art 3(2) of Regulation 733/2002 states that the Registry shall be a non-profit
organisation. While many of the EU ccTLDs continue to be organised as non-
profit organisations®, in recent years different business models have evolved, for
example in the context of new gTLD registries, and the development of technical
backend providers™.

At the same time:

- Neither of the .eu Regulations refers to ‘multi-stakeholderism’, which has become
the widely accepted form of good practice for internet governance96
- Neither of the .eu Regulations mention cybersecurity or security, which has
emerged as a major concern in recent years, reflected in the NIS Directive.
The absence of these matters in the .eu Regulations does not, of course, mean that the .eu

TLD cannot support such objectives. However, a revision of the Regulations will give an
opportunity to review coherence with current EU objectives and international best
practices.

The .eu Regulations also contain detailed provisions covering matters that have long
ceased to be relevant — for example:

e Start up provisions including sunrise period, selection of validation agents and
sunrise dispute resolution are no longer relevant as they lay out rules for events
which ended more than a decade ago. Examples include Art 6(1), Art 7, the
entirety of Chapter 1V (Arts 10-14) of 874/2004.

e Provisions relating to the death or winding up of a domain name holder (Art 19,
874/2004) are no longer relevant, as such situations are adequately dealt with by
international and domestic law.

Eligibility criteria — creating restrictions on those eligible to register in a TLD — were

reasonably commonplace in the early years of the commercial domain name market
within the .eu. However, the market changed considerably since then. In the year that the
.eu TLD was launched, the OECD noted®’ a trend towards ‘liberalisation’ of the ccTLD
namespace. In this context, liberalisation means the elimination of rules seeking to
restrict those eligible to register in a particular TLD.

The purpose of eligibility criteria is to reduce speculation, cybersquatting, or domain
name disputes between intellectual property holders and domain name users. However,
in practice, the real reduction was in overall registrations, leading to a loss of market
share. Such restrictions are also easy to circumvent through the use of proxies, ie. a
person or organisation who does not comply with the relevant restrictions arranges for
registration of a domain name through a third party proxy.

% Some a non-profit private sector organisations (DENIC, Nominet), some are non-profit Foundations
(SIDN, DNSBE), others are operated from government (REDES, FICORA, NASK).

% See nTLDStats, https://ntldstats.com/backend which indicates that more than 90% of the new gTLD
registrations are provided by just seven backend providers: Neustar, CentralNic, ZDNS, Rightside,
Nominet, Afilias and ARI.

% See references under ‘Coherence’ below.

% Evolution in the management of country code Top-level domain names, OECD, 2016
https://www.oecd.org/sti/ieconomy/37730629.pdf
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Some of the larger ccTLDs, such as Nominet, have for at least 20 years been fully open
to any customer on a first-come, first-served basis. As domain name dispute resolution
processes such as ICANN’s UDRP® and the .eu ADR* came into being, much of the
market adopted fully open, first-come, first-served registration policies confident that
disputes could be managed after the fact, rather than in advance. Registries that have
eliminated eligibility criteria experienced rapid growth in domain name registrations
afterwards, for example Afnic (France)'® and Red.es (Spain)'®’. The .eu Regulations
contain so-called ‘eligibility criteria’, which determine who has the right to register
domain names in .eu. The .eu Regulations require all .eu registrants to be based in the
EU. The inclusion of eligibility criteria of .eu is out of step with market practices within
the EU ccTLDs, and this is a particular concern given increased competition in the
market.

Feedback from the 43 responses in the stakeholder questionnaire was mixed: offering
both strong support for retaining eligibility criteria and several responses suggesting
relaxing the eligibility criteria. The preferred option from the stakeholder survey was to
open up registrations to EU citizens regardless of whether or not they are resident in the
EU or in EEA. In contrast, 80% of respondents in the registry questionnaire favoured no
restriction (anyone in the world can register).

88% of the respondents to the stakeholder consultation and 73% of the respondents to the
survey among European ccTLDs consider the general objective of the .eu regulatory
framework, to create a .eu-top-level domain to contribute to the DSM by encouraging and
increasing secure and reliable e-commerce and build a strong digital identity for people and
organisations in the EU, still relevant.

The EC received stakeholder contributions that recognised ‘the value of the .eu domain
name’ (MARQUES) and confirmed that ‘.eu can and should contribute to the creation of a
shared digital identity for European citizens and companies’ (Open-Xchange).

5.4. COHERENCE

This section considers both ‘internal’ coherence, meaning an assessment of how different
components of the interventions operate together to achieve given objectives, and
‘external’ coherence with other interventions at EU, Member State or international level.

% https://www.icann.org/resources/pages/policy-2012-02-25-en

% https://eu.adr.eu/

100 https://www.afnic.fr/en/about-afnic/news/general-news/2724/show/evolution-of-the-fr-and-re-
registration-rules-and-procedures-on-march-30th-2009.html

101 Spain liberalised its ccTLD .es at the end of 2004 and saw growth of 250% in 2005 (OECD, 2016).
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Coherence with EU values and objectives

The original objectives behind the .eu Regulations included the enhancement of e-
commerce and the internal market.

Since the .eu Regulations were enacted, there have been significant developments in EU
objectives and legislation relating to the digital environment, including the recognition of
the risks posed by cybercrime and poor standards of cybersecurity in eroding trust (eg the
NIS Directive 2016'%), and development of a Digital Single Market'® strategy,
including a focus on start-ups*®*.

Nevertheless, there is some evidence that the .eu TLD is associated with the values of the
European Union. For example, in the stakeholder questionnaire, 70% of respondents
indicated that a .eu extension significantly or moderately affects their trust in a website,
and 60% replied that they would rather buy from a .eu website compared with websites
with other country codes. Comments to the questionnaire suggest that respondents
associate the .eu extension with an expectation that ‘EU privacy and consumer protection
laws’ will apply, or that the website operator has a ‘more international” outlook. Market
research conducted by the .eu Registry in 2015 amongst 4,900 respondents across 27
countries indicated strong associations with the terms ‘European’, ‘Official website of
the EU institutions’, ‘International’, ‘Trustful’ and ‘Innovative’'®. Qualitative evidence
from customer testimonials indicate that the intervention remains coherent with EU
values and goals such as the Digital Single Market, .eu is a way for us to show that we
are part of a larger whole, a larger collaboration’ (Foodtours.eu)'®®, ‘Our goal is to not
only promote tourism in Croatia, but also to encourage young people to travel across
Europe.’ (HelloCroatia.eu).

There is a link between the .eu TLD and the goal of enhancing EU identity, although this
IS not mentioned in the .eu Regulations. One of EURid’s marketing strapline includes
‘your European identity’.

.U

Your European Identity

Coherence with obligations on linguistic diversity

102 https://ec.europa.eu/digital-single-market/en/network-and-information-security-nis-directive

103 https://ec.europa.eu/digital-single-market/en/policies/shaping-digital-single-market

104 https://ec.europa.eu/digital-single-market/en/policies/startup-europe

105 See https://eurid.eu/media/filer_public/0a/19/0a1926a8-63d1-49¢1-8543-
212af06d9358/eurid_awareness_survey 2015.pdf

106 See “Success stories” at https://eurid.eu/en/register-a-eu-domain/#nav_register domain
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Article 6(2) of 874/2004 imposes an obligation on the registry to translate certain
communications in all official EU languages. The Commission itself no longer produces
translations in Maltese and Gaelic for many documents. This obligation is therefore no
longer coherent with Commission practice, and presents a cost'”” and operational burden
for the .eu registry which other competitors do not have.

Coherence with regulatory frameworks for ccTLDs in other EU countries

The regulatory framework for the .eu TLD, deriving its authority from primary
legislation and establishing a close regulatory relationship between the registry and
regulator, is not the norm across the EU. Most EU member states have not adopted
regulatory frameworks in relation to their ccTLD, which find their formal operational
basis in ICANN-related soft legal tools'®. For example, from the registry survey
undertaken in line with the Better Regulation guidelines, of 10 registries who responded
to the question ‘does your registry have a similar regulatory framework to the .eu TLD?’
70% answered ‘no’.

While the .eu’s regulatory position represents a particular case compared to its ccTLD
counterparts in the EU, such an arrangement is not out of step. Over the past decade,
some Member State governments have passed domestic legislation covering aspects of
their ccTLD’s governance (eg UK)'®, or undertaken a re-bid of their ccTLD (France)'*.
Others are operated from within the public sector (eg Spain). Respondents to the registry
survey were evenly split as to whether they considered any benefit in having a legal /

regulatory framework behind a ccTLD.
Coherence with international obligations — internet governance
Since the .eu Regulations were introduced, international thinking in relation to internet

governance has advanced and converged into support for multi-stakeholder processes.
For example the European Commission'**, OECD'*?, Net Mundial'*® and the ICANN

197 Total Marketing & Communications costs, including translations, in 2016 amounted to EUR2.742.089,
Eurid Financial Report H2 2016.

198 Contracts, MOUS, and accountability frameworks. For more detailed information,
https://archive.icann.org/meetings/losangeles2014/en/schedule/wed-ccnso-members/presentation-cctlds-
national-legislation-15o0ct14-en.pdf.

19 pigital Economy Act 2010, sections 19-21 ‘Powers in relation to internet domain registries’
https://www.legislation.gov.uk/ukpga/2010/24/crossheading/powers-in-relation-to-internet-domain-
registries, passed following corporate governance concerns relating to the UK registry during 2008-2010.

10 AENIC awarded .fr management after competitive tender, A ministerial order from Ministry of
Industrial Affairs, February 2010 https://www.afnic.fr/en/about-afnic/news/general-news/2782/show/afnic-
awarded-fr-management-after-competitive-tender.html

1 COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE
COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF
THE REGIONS Internet Policy and Governance Europe's role in shaping the future of Internet Governance
(2014) http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52014DC0072
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IANA transition'** all support multi-stakeholderism*® as the most effective form of
internet governance. Recital (9) of Regulation 877/2002 refers to principles of ‘non-
interference, self-management and self-regulation,” but neither regulation refers to multi-
stakeholder governance. This alone would not justify a revision of the .eu Regulations,
but there is an opportunity to review whether a mention would be appropriate should the
.eu Regulations be amended.

While the current registry operator, EURId, is active in the field of internet governance,
there is no obligation for it do so in the .eu Regulations [although there are obligations in
the private service concession contract.] In the registry questionnaire, 70% of
respondents said that a registry should be involved in Internet governance activities
significantly (60%) or moderately (10%). While one commentator noted that there was
not much 'added value in continuing [internet governance] talks, others highlighted clear
benefits such as the commitment 'to an open, secure and single internet’, or guaranteeing
‘participation and effective contribution of all stakeholders’.

With regard to the .eu TLD’s own policies, these are set out in the .eu Regulation
874/2004 (the Public Policy Rules). The .eu Registry will usually consult with its
Registrar Advisory Board''® on operational and contractual changes with the supply
chain, but this falls short of the multi-stakeholder ideal which incorporates government,
private sector, and civil society on an equal footing. Responses to the stakeholder
questionnaire were most in favour of published policies and procedures developed by the
.eu registry operator through a multi-stakeholder process and approved by the European
Commission™’. This suggests that some individuals expect multi-stakeholder processes
to be established at the level of the .eu TLD, not just at international levels. The current
.eu Regulations are not coherent with such an aim.

Registry structure — coherence with market norms

Article 3(2) of Regulation 733/2002 states that the Registry shall be a non-profit
organisation, formed in accordance with the law of a Member State and having its
registered office, central administration and principal place of business within the
Community. This is no longer coherent with changes in the international market and
could restrict the choice available to the Commission on future rebids of the .eu registry.

112 OECD Council Recommendation on Principles for Internet Policy Making, 2011
https://www.oecd.org/internet/ieconomy/49258588.pdf

113 Net Mundial Multistakeholder Statement, 2014 http://netmundial.br/wp-
content/uploads/2014/04/NETmundial-Multistakeholder-Document.pdf

114 See https://www.icann.org/news/announcement-2016-10-01-en

115 Eor further details, see https://www.diplomacy.edu/IGFLanguage/multistakeholderism

116 See EURId Registrar Advisory Board established, Domainpulse, October 2008,
http://www.domainpulse.com/2008/10/07/eurid-registrar-advisory-board-established/

17 source: stakeholder questionnaire, 2017, see Annex 2.
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Since the launch of the ICANN new gTLD programme in 2012, the registry market has
seen an evolution through the availability of ‘packaged’ technical-backend registry
functions — often (but not always) run on a for-profit basis by organisations having their
principal place of business outside the Community. Analysis of the market-share of
technical back-end providers in the new gTLD space indicates that more than 90% of the
market is controlled by seven organisations (Neustar, CentraINIC, ZDNS, Rightside,
Nominet, and Afilias, see figure below)

Backend Market Share

@ Neustar Inc.

@ CentralNic

o ZDNS

@ Rightside Registry

@ Nominet

0 Afilias Limited

@ ARI Registry Services

' Uniregistry Inc.
GMO Reqgistry, Inc.
Canadian Internat
Registration Authority
(CIRA)

@ Other

118

Prohibition on registry operating as a registrar — coherence with market practices

Art 3(4) of Regulation 733/2002 states that the .eu TLD Registry shall not act itself as
Registrar. This is no longer coherent with market practice in the ICANN environment,
where a prohibition on so-called vertical integration was lifted in 2010. There continue
to be strong market and policy reasons for caution with regard to a registry acting also as
registrar, given that registries are dependent on strong relationships with the registrar
channel in order to achieve market success. Most registrars market several TLDs, and
make their margins through value-add services such as hosting, websites and email
services. Registries like EURId typically do not offer such value-add services, nor do
they offer more than one TLD typically. Some of the registrars are large international
corporations, with significant market power (eg GoDaddy, which manages more than 73
million domain names from many TLDs'*®), and there is significant commercial risk for
a registry entering into direct competition with its own marketing channel — particularly
if this raises suspicions among registrars that the registry will seek to give itself
preferential business terms. Such concerns are reduced in the context of a non-profit like
EURIid which has obligations to deal with all registrars on the equal terms. The current
prohibition also prevents the .eu registry from stepping in to provide access to .eu TLD in
underserved markets such as Bulgaria, Romania, Lithuania, Latvia, Finland, and Malta.
It also subjects the .eu registry to a restriction which places it at a potential disadvantage
in comparison with its competitors. In any event, having such a provision at the level of

118 5ource nTLD Stats https://ntldstats.com/backend.

119 See hitps://uk.godaddy.com/ “We’re the world’s leading domain registrar, with 17 million happy
customers and 73 million domains under management; we know how to set you up for success online.”
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primary legislation might be unduly restrictive and out of step with current industry
practices, placing the .eu TLD at a disadvantage in the market.

65% of the respondents to the stakeholder consultation (significantly or moderately) agreed
that the regulatory framework is coherent with the EU priority for the completion of the
European Digital Single Market, a small minority thought opposite and 25% answered ‘do
not know’.

56% of the respondents to the stakeholder consultation (significantly or moderately) agreed
that the regulatory framework is coherent with global domain name industry best practices, a
few did not agree and 33% answered ‘do not know’.

The coherence with industry best practices was also discussed that the EC‘s meeting with
ICANN where it was explained that individual ccTLDs historically have their own rules, that
there’s a very good best practice exchange among European ccTLD operators, that there’s a
call from registrars for a harmonisation similar to the ongoing harmonisation in the gTLD
space, and that there are some signs of more harmonisation among ccTLDs.

51% of the respondents to the stakeholder consultation (significantly or moderately) agreed
that the regulatory framework is coherent with policies set for other European ccTLDs while
40 % answered ‘do not know’.

5.5. EU ADDED VALUE

Necessity of EU action

The .eu domain has by definition a cross-border dimension: it is the TLD of the European
Union and is a symbol of the European online identity. The existence of a specific
domain name for the European Union under a very clear and identifiable common label
is an important and valuable building block for the European online identity.

The action of the .eu TLD cannot be sufficiently achieved by the Member States and can
therefore, by reason of the scale and effects of the action, be better achieved at EU level.

The .eu TLD was established as a country code TLD (ccTLD) such as .de, .be or .uk,
rather than as a generic TLD (.com, .berlin). This has important consequences in that
ccTLD policies (regarding for instance rules for registration, accreditation of registrars,
security related policies and data protection policies) are managed according to the
relevant jurisdiction, oversight and governance mechanisms within the country/public
administration, with no role for ICANN?°. The ultimate public policy authority for a
national ccTLD Registry rests with the relevant government or public authority.
Accordingly, regarding the .eu domain name, public policy responsibility rests with the
European Union.

120 https://www.icann.org/resources/pages/cctld-2012-02-25-en
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Its regulation is therefore within EU competence and cannot be delegated to the Member
States. This does not affect how each Member State manages its own ccTLD.

Added value of EU action

o The .eu is regulated at EU level because of its very nature. The
existence of the .eu domain is highly symbolic and reflects the existence of a European
online community (of citizens, institutions and businesses) who wishes to be clearly
identified as such. The .eu TLD gives users wishing to operate across the Single Market a
specific European connotation which is recognised globally'*.

o A regulatory framework at EU level for the .eu is useful in order
to continue providing for and expanding a domain name space on the internet under the
.eu TLD, in which relevant EU law, data and consumer protection rules are applicable.

o Regulatory action taken at Member States level would not be
able to deliver on the general objective standing behind the creation and management of
a trusted and innovative namespace for the EU, to promote the European Union's image
on the internet and bringing an added value in terms of increased choice for users, in
addition to the national ccTLDs.

o Moreover, the .eu TLD gives the EU a "seat at the table™ in
international and multistakeholder discussions around the domain name system and rules
regarding ccTLDs on the global internet'#.

The EU action, with the establishment of legislation on the .eu, provided added value
according to 70% of the respondents to the stakeholder consultation, and 79% indicated that
the action resulting from the .eu framework provided an added value in terms of building a
stronger digital identity for people and organisations in the EU. The European ccTLD
registries had a less outspoken opinion on whether the EU action provided added value: 40%
of those answering the European ccTLD survey said ‘yes’ while half of the respondents were
‘not sure’.

6. CONCLUSIONS

The original .eu Regulations were pivotal in enabling the creation of a dedicated
namespace for the European Union. The .eu TLD, first launched in 2006 in accordance

121 There are over 200 testimonial videos published on EURid YouTube channel highlighting the
transnational added value for users opting for a .eu TLD: https://www.youtube.com/user/Europeanregistry

122 The European Commission is a full Member of the Governmental Advisory Committee (GAC) of
ICANN, along with all EU Member States. The GAC provides public policy advice to ICANN, in charge
of policy-making in the DNS space. As a GAC Member, the European Commission has the objective to
avoid inconsistencies with the EU acquis, as well as to ensure the security, stability, resilience and
reliability of networks and information systems.
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with the .eu Regulations, is a success. Despite being a late-comer*** to the European TLD
market, the .eu Registry has managed to establish a healthy market share throughout the
EU and EEA, building excellent relationships with its channel to market of 700
registrars. Its rate of renewal and growth are in line with industry trends in the EU.

The .eu Registry operates its own technical and operational systems, following industry
best practices for resilience and cybersecurity, for instance by adopting the DNSSEC
protocol enhancing the security of the Domain Name System. It supports all 24 official
languages of the EU and has been a tireless advocate for online linguistic diversity
through internationalised domain names', distinguished by accents or diacritics, and in
scripts other than Latin. The Commission monitors adherence to the .eu Regulations, by
means of a service concession contract with the .eu Registry. Regular reports are
delivered to the European Parliament and Council.

The operation of the .eu TLD is self-funded, and results in the .eu Registry’s surplus
being paid over to the EU budget each year. In addition to the €6 m direct contribution to
the European Union budget, the .eu Registry undertakes numerous public benefit
activities which might otherwise have to be funded by the EU taxpayer. For example, the
sponsoring of the European dialogue on Internet Governance (EuroDIG)**, or the launch
of the .eu Web awards***,

In conducting this evaluation of the .eu regulatory intervention, the Commission
consulted with relevant stakeholders. Efforts were made to bring the survey to the
attention of stakeholders, including through news releases and Twitter. The number of
responses to the stakeholder survey was low, reflecting the technical subject-matter, a
low level of public awareness of the detail of the .eu Regulations. The stakeholder survey
was supplemented with a survey of European ccTLD registries, written contributions
from a number of stakeholders, and proactive 1:1 consultations by the Commission with
key stakeholders including the current .eu Registry.

The .eu Regulations have been efficient in making .eu domains widely available
throughout the EU, at a low cost for the consumers'”’, providing an identifiable link
between the TLD and the European Union. However, their rigid requirements are causing
inefficiencies which place the .eu TLD at a competitive disadvantage in the market,
reducing the possible benefits in terms of supporting ecommerce or the single market.

2 The .eu entered the market in 2006, much later than the years of the rapid growth in European domain
name registrations of the early 2000s. Coming after the first wave of ccTLDs and gTLDs (such as .de, .fr,
.uk and .com), the .eu TLD had to make space for itself in markets that had already become established.

124 The .eu Registry first launched IDNs at the second level (see diagram) in 2009, to support domain
names in Latin, Latin extended, Greek, Greek extended, Cyrillic and Cyrillic extended scripts.

125 5ee https://www.eurodig.org/index.php?id=663

126 gee http://webawards.eurid.eu/

127 Since January 2013, the renewal and term extension fee of a domain is available at €3.75. While, the
basic fee for a new domain name for those registrars subscribing to the CRS is €1.75. The aforementioned
price is the price the .eu registry sells to registrars. The price the end users get depends then on the
registrars and the additional services they provide the domain name with.
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While the .eu Regulations have been effective in supporting ecommerce and the internal
market with the .eu TLD being particular appealing for business use'?®, there are starting
to be early signs of relative decline in the .eu TLD’s performance. Growth of the .eu TLD
has slowed down since 2012, and there have been two consecutive years of negative
growth since 2015.

Over the years, it has become apparent that the .eu Regulations reflect the domain name
market as it was in 2002-2004, and are no longer effective, efficient, or coherent in
today’s fast-changing technological market environment. With detailed provisions,
which are time-consuming and costly to change, the .eu TLD is unable to implement
operational or technical changes as swiftly as the market demands and as its competitors
are able to. Cumbersome administrative provisions have an adverse impact on the online
presence of EU institutions especially in terms of reputation”.

The objectives of the .eu Regulations continue to be relevant to EU citizens, as indicated
in the registry and stakeholder survey responses, and the a high level of uptake, active
usage, and renewal of .eu domains by business and institutions throughout the EU.
However, the .eu Regulations are now no longer in step with international best practices.
The rules for registration (‘eligibility criteria’) restrict the availability of .eu domains to
registrants located in the EU and EEA. The majority of registrars in the survey were in
favour of elimination of all restrictions; feedback from the stakeholder survey was mixed.

The regulatory framework for the .eu TLD is no longer coherent with its objectives.
Most ccTLDs within the EU are not subject to the same regulatory burdens as the .eu
TLD, which risks placing the .eu Registry at a competitive disadvantage amid toughening
market conditions.

There is evidence that the .eu TLD creates associations in the minds of consumers with
the values of the European Union. However, the .eu Regulations predate and therefore
do not reference subsequent EU strategies and legislation which could not have been
foreseen when the .eu Regulations were first developed, such as the Digital Single
Market, and in particular its focus on start-ups and the NIS Directive. While these issues
are not sufficient to merit revision of the .eu Regulations in and of themselves, there may
be an opportunity to bring the .eu Regulations more into line with current strategies
should the decision be made to amend them.

Neither the .eu Regulations nor the operation of the .eu Registry are coherent with
international best practices in relation to internet governance, which favours a multi-
stakeholder approach rather than governmental regulation. Other inconsistencies include
the .eu Regulations stipulation on a certain type of structure for the .eu Registry operator,
which would exclude from future bids some of the leading players in the market, and a
prohibition on so-called ‘vertical integration’ (i.e. registry acting as registrar) which does
not affect the .eu TLD’s competitors.

128 5ee above, Section 5.1.

129 See above, Section 5.2, Inflexible administrative provisions.
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As a namespace for the European Union, the .eu TLD is a particular example of EU
added value. The principle of subsidiarity is respected, as the .eu TLD belongs to the
European Union**° and hence has to be organised at the level of the Union rather than any
Member State(s). Representing an online identity for EU citizens, the .eu TLD is
therefore within EU competence and cannot be delegated to Member States. Fulfilment
of EU goals and objectives, such as smooth implementation of the Digital Single Market,
necessitate the maintenance of a trusted .eu namespace. Coordinated action at the EU
level can ensure a higher level of security and adherence to EU values than would be the
case at Member State level.

In conclusion, the overall objectives behind the original intervention remain relevant —
the .eu domain has become established as a contributor to e-commerce and the single
market. Meanwhile, the external environment has changed: any technological industry is
fast moving and to survive, market players need to be flexible and responsive. The
market is still feeling the impact of a market shock from the introduction of new gTLDs,
combined with slowing rates of growth across the domain market in the EU. These
factors are causing an evolution in the business models of registries and practices. To
fulfil its potential as a trusted, innovative namespace for the European Union, the .eu
TLD should be enabled to compete on an equal footing in the market, while supporting
governance and operations that adhere to the highest standards, EU rules and values and
international best practices.

130 As per Article 7, Regulation 733/2002.
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ANNEX |: EVALUATION QUESTIONS

List of evaluation questions used to assess the relevance, effectiveness, efficiency,
coherence, and added value of current regulatory framework for the .eu.

RELEVANCE:

e Are the current objectives of the regulatory framework for the .eu still relevant to
address today's needs of EU citizens and businesses? Do such objectives meet
with the EU wider EU policy goals and priorities?

EFFECTIVENESS:

e How successful has the EU intervention been in achieving or progressing in
establishing the .eu TLD?

e How effective were the .eu regulations in supporting the objectives laid down by
art. 114 of TFEU [functioning of the internal market]?

e How successful has were the .eu regulations in making .eu TLD a 'key building
block for e-commerce in Europe?

EFFICIENCY:

e To what extent the .eu TLD promoted cross-border access to the online market
place, a secure and reliable e-commerce in the EU, and a clearly identifiable
digital identity for citizens and businesses in the EU?

COHERENCE:

e To what extent is the .eu regulatory framework coherent with global domain
name industry best practices and public polices set for other European country
code Top Level Domains (such as .be, .es, etc.)?

e To what extent is the .eu regulatory framework coherent with today's EU policy
goals and priorities?

EU ADDED VALUE

e Did the .eu regulations provide an added value in building a stronger digital
identity for people and organisations in the EU?
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Glossary

Term or | Meaning or definition

acronym

PPRs Public Policy Rules

ADR The alternative dispute resolution (ADR) is a mechanism available in
place of traditional courts. ADR tools include arbitration and mediation.
Online dispute rresolution (ODR) uses the Internet and technology in the
process of dispute resolution.

ASCII Abbreviated from American Standard Code for Information Interchange.
It is a code for representing 128 English characters as numbers, with each
letter assigned a number from 0 to 127.

BCP A business continuity plan (BCP) is a plan to help ensure that business
processes can continue during a time of emergency or disaster.

ccNSO The Country Code Names Supporting Organisation, a body created within
the ICANN. The purpose of the ccNSO is to engage and provide
leadership in activities relevant to country-code top-level domains.

ccTLDs A country code top-level domain (ccTLDs) is an Internet top-level
domain generally used or reserved for a country, sovereign state, or
dependent territory identified with a country code

CENTR Association of European country code top-level domain name registries
(CENTR).

CTR A Click-through (CTR) rate is the ratio of users who click on a specific
link to the number of total users who view a page, email, or
advertisement.

DNS The Domain Name System (DNS) is a hierarchical decentralized naming

system for computers, services, or other resources connected to the
Internet or a private network. It translates Internet domain names into IP
addresses, used by computers and other devices to identify a certain
Internet resource.
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DNSSEC

The Domain Name System Security Extensions (DNSSEC) is a suite of
Internet Engineering Task Force specifications for securing certain kinds
of information provided by the Domain Name System as used on Internet
Protocol networks.

DSM

1 - Demand Side Management (DSM) techniques provide variety of
measures to reduce energy consumption, which leads to more manageable
demand.

2 - The Digital Single Market (DSM) is a strategy of the European
Commission to ensure access to online activities for individuals and
businesses under conditions of fair competition, consumer and data
protection, removing geo-blocking and copyright issues.

ECTA

European Communities Trade Mark Association (ECTA) promotes the
knowledge and professionalism of members and owners alike in the fields
of trade marks, designs and related rights, within the European Union.

EEA

The European Economic Area (EEA) unites the EU Member States and
the three EEA EFTA States (Iceland, Liechtenstein, and Norway) into an
Internal Market governed by the same basic rules.

EMAS

The EU Eco-Management and Audit Scheme (EMAS) is a premium
management instrument developed by the European Commission for
companies and other organisations to evaluate, report, and improve their
environmental performance.

ENISA

The European Network and Information Security Agency (ENISA) is a
European Union (EU) agency dedicated to preventing and addressing
network security and information security problems.

EUIPO

EUIPO is the European Union Intellectual Property Office responsible for
managing the EU trade mark and the registered Community design.

EURId

EURId is the registry manager of the .eu and .eto (Cyrillic script) country
code top-level domains upon appointment of the European Commission
in 2003.
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EUROPOL

The European Union Agency for Law Enforcement Cooperation
(Europol), is the law enforcement agency of the European Union formed
in 1998 to handle criminal intelligence and combat serious international
organised crime and terrorism through cooperation between competent
authorities of EU Member States.

GAC

The Governmental Advisory Committee (GAC) is an advisory committee
to ICANN. It provides advice to ICANN on public policy aspects of
ICANN’s responsibilities with regard to the Internet Domain Name
System (DNS).

gTLDs

A Generic top-level domain (gTLD) is an Internet domain name
extension with three or more characters. It is one of the categories of the
top level domain (TLD) in the Domain Name System (DNS) maintained
by the Internet Assigned Numbers Authority.

IANA

The Internet Assigned Numbers Authority (IANA) is a department of
ICANN, a non-profit private American corporation that oversees global
IP address allocation, autonomous system number allocation, root zone
management in the Domain Name System (DNS), media types, and other
Internet Protocol-related symbols and Internet numbers.

ICANN

The Internet Corporation for Assigned Names and Numbers (ICANN) is a
non-profit organization responsible for coordinating the maintenance and
procedures of several databases related to the namespaces of the Internet,
ensuring the network's stable and secure operation.

IDNs

Internationalized Domain Names (IDNs) enable people around the world
to use domain names in local languages and scripts. IDNs are formed
using characters from different scripts, such as Arabic, Chinese, Cyrillic
or Devanagari. These are encoded by the Unicode standard and used as
allowed by relevant IDN protocols.

IETF

The IETF (Internet Engineering Task Force) is the body that defines
standard Internet operating protocols such as TCP/IP. It operates under
the auspices of the Internet Society.

MARQUES

Association of European Trade Mark Owners - represents trade mark
owners' interest before the relevant EU and other international bodies in
all relevant areas.
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OECD

The Organisation for Economic Co-operation and Development (OECD)
IS an intergovernmental economic organisation with 35 member
countries, founded in 1960 to stimulate economic progress and world
trade.

Open-
Xchange

Provider of open source software for hosting, service providers and
telecommunications company.

PPPs

Public Policy Procedures

RECAST

Like codification, it brings together in a single new act a legislative act
and all the amendments made to it. The new act passes through the full
legislative process and repeals all the acts being recast. But unlike
codification, recasting involves new substantive changes, as amendments
are made to the original act during preparation of the recast text.

REFIT

The  Commission's  Regulatory  Fitness and  Performance
(REFIT) programme ensures that EU legislation delivers results for
citizens and businesses effectively, efficiently and at minimum cost.
REFIT aims to keep EU law simple, remove unnecessary burdens and
adapt existing legislation without compromising on policy objectives.
Regulatory Fitness and Performance Programme (key component in the
Better Regulation strategy of the EC)

Registrant

A registrant is the person or company who registers a domain name.
Registrants can manage their domain name’s settings through their
registrar.

Registrar

The registrar is an accredited organisation that sells domain names to the
public. Some have the ability to sell top-level domain names (TLDs) like
.com, .net, and .org or country-code top-level domain names (ccTLDs)
such as .us, .ca, and .eu.

Registry

A domain name registry is the manager organisation of all Top-level
domains name. The registry operator keeps the master database, creates
domain name extensions, sets the rules for that domain name, and works
with registrars to sell domain names to the public. Internet users do not
interact directly with the registry operator.
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SMEs

Small and Medium EnterprisesEntreprises

TLD Top Level Domain. A TLD is the highest level in the hierarchical DNS of
the Internet. The DNS includes two main types of top-level domains:
generic top-level domains (gTLDs) and country code top-level domains
(ccTLDs). lincluded traditional TLDs such as com, .info, .net, and .org, as
well as relatively new gTLDs (introduced starting 2014) such as .pub, .
latner. ,(raazab) < ))_s,

.ngo, or .ifEkk (game).

UDRP The Uniform Dispute Resolution Policy (UDRP) developed by ICANN
and the World Intellectual Property Organization (WIPQO) provides
mechanisms that have significantly reduced cybersquatting.

UNESCO The United Nations Educational, Scientific and Cultural Organization
(UNESCO) is a specialized agency of the United Nations (UN).The
United Nations Educational, Scientific and Cultural Organization

WHOIS Database for domain names and IP addresses including data about the
registrants.

YADIFA Open source name server implemented by EURId.
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