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1, Troy §. Warkingon, hereby declars as follows:

1 I have peesanel knowledge of the seatements set forth in this declaration and, if
called upon as a witness in a court of lsw, could competently testify thereto.

2 I have been a Partoes in the Tax Services practice of Deloiite & Touche LLP
(“D&T") snce Juna 13, 2001. I previously practiced tax law for more than 10 yoars with the
law frms of Skadden, Arps, Slate, Meagber & Fiom LLP and Miller & Chevelier. D&T isa
Mngﬂmaﬁmﬂﬁrmspaﬁaﬁﬂnghmmmmdnﬁ:my,tnmﬂuwmmmmuhs
sarvices.

3. I have bwen Tequested to give my opinion relating to the U5, Federal income
tax treatment of 2 recipient ("Recipient™) of a right to register 8 (biz) domain name received
wmmthnpmmﬁmﬂuwdbyﬂm,hmmuﬂw&}mﬂm(.hh}dmﬁnnm
among oompating applications 48 set forth on the page from the NeuLevel website
(orave Nowlevel biz) attachad as Appendix A. Specifically, Thave beea asked to give my opinion
whether the Recipient would bave income subject to 1.5, Federal ingome tax upon the mesipt of
such right.

4, The provisions of the Internal Revenue Cods of 1986, a8 amended (the
“EE%MWUMU.S.FMMMW&&MMMWEIM
74. Section §1 of the IRC broadly defines gross inoome. Section 61 of the IRC provides, in
mmmmmmmm&mmmm. Section 74 of
the IRC specificalty provides, in relevant part, that grose incamme incindes amaums received as
prizes.

5 The Intaenal Revepus Servics (the "IRS™) has addressed the U.S. Faderal
innome tax troqtment of a recipient of certain rights under procedures similar to thase described
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in Appendie A in Reverne Ruling 67-135, aitsched hereto as Appendix B. The ruling describes
A situstion whers periodically the public is offered the opportunity to lease oil and gas rights to
cectain Federally owned tands administered by the Department of the Interior through the
Buresu of Land Management. The Bareau of Land Management posts available tracts of kand.
Any citizen of the Unitad States age 21 or older may file, on a drawing entry card, am offer to
lease a tract. Each offir must be accomparied by the payment of z filing foe and the payment of
{he first vear's rent. Where there ks anly one offer for a particular tract, the offer is accapted.
Wheye there are mulriple offers, the lessce is salected by a drawing, The Burems of Land
Management retains al! filing fees ~ even those paid by applicants not selected, (It refunds the
rertal pryments paid by applicants not selscted.) Tha IRS found that the facts and
circuttatances sutrounding the issuance of the oil and gux lsases indicate that the drawing is wsed
marely &8 &n impartial method of selecting & lessee fom amang the quatified applicants, The
IRS thus ruled thet the diffierence, if any, between the fhir market valse and the cost of g leass
abtained by & taxpayer under thege tircumstances is not a prizx under the provisions of Secton
T4{n} of the IRC, and such difference is not inchadable in the texpayer's grots income under
$ection §1(a) of the IRC whan the taxpayer obtaing the lease. '

6. Tn oy opinion, s Reciplent should pot bave income subject to U, S, Fadess)
income tax upon the receipt of o right to register a ( biz) domein name parsuant to the
procedures described in Agpendix A

7. My opinion is based on (a) tmy review of the policies and procedures for the
allocation of { biz) domein names, 35 sat forth at Appendix A, the Memorndurn of Under-
standing between the Department of Commerce and the Intarnet Corporation for Assigned
Narwes 2nd Numbers, dated November 25, 1998 ("Memocandum of Understanding™, and the
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Department of Commerce, National Telscormmmications and Tnformation Adménistrarion
docurnent emitled Management of Imiernet Nemses and Addressas (tha “White Paper™), 63 FR

31741; (b) my understanding that the procedures described in Appendix A are in firthermoe of
the governmendal policies set forth in the Memorandum of Understanding and the White Paper,
snd my understanding that the procedures deseribed in Appendic A are an impartial metbod for
selecting 8 Registrant from among multiple applicants for (.biz) domain names; and (¢} the IRC,
Retvems Rulmg 67-133, ather relevant tax suthorities and fawts which 1 consider to be relevant.
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5 Idedmundm‘pmaltyufpuﬂuryunduthahwaoftheswtenmﬂiﬁamathut
the foragoing i3 true and corredt.
Executed this Y day of September, 2001.
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