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"I.Gumd])avics, hereby declare &s follows:

1. § have personal knowledgs of the sintements sat forth in this affidavit and, if
called upon as a witneas in a court of lew, could competently testify thereto.

2. 1 am a Partier in the Dispute Consulting Services practice of Deloitts &
Touchs LLP ("D&T"}. T previously was s Pariner in the Andit and Axsmrence practice of D&T
and have been with the fism for 31 years. D&T is a leading intemational firm specializing in
sssurance and advisory, iax wd management consulting services. Thwoughout my carcer, 1
heve regularly opined on compliznce with gencrally accepted accounting principles,

3. [ have been requested to review the professional accounting literaturs selated
to the accounting in effect currmmitly for receiving the right to register an internet domain name.
Specifically, I have boon mked 1o give my opimion sa to the appropriates accounting treatment
for the Following situstion: a cormpany appties for and subsequenitly Toceives the Hight 10 repister
an intarnet domain name.

4, Tlnited States of Ameriea’s Generally Accepted Ascounting Principles
{"GAAP") are s widely accepted set of rulee, canvenbions, standarde, and procadures fisr
reporting financial infonnation in the United States of America Since 1973, GAAF haa beea
principally established by the Financial Accounting Standarde Board ("FASB™), un independent
agency, and other entities such aa the Securities and Exchenge Commission. Prior to that time,
(GAAP was principally catablished by the FASB’s predecessor organizations, the American
mae&u&ammmmwmr&mm
Committes on Accovnting Procedurc. All publicly beld companies and the majority of
privately owned companies in the United Statea are expeeted o folkow GAAP. The FASB
catablishes GAAP by tening formal pronouncometits and interpretations of pronouncements,
FASH's Emerging [swues Task Force (“EITFT), st accomting industry ucer group, develops
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principles of aceounting for new and vinsnad accornting issnes which are genarally mote
narrowly defined than the FASD statements.

L3 GAAP incorporales the consensus among accountants at @ particulsr time
concerning the ceonomic rescurces and obligasions chat should be recordad as assets and
liahititics, when changes in thens should be recorded, bow the recorded ssscts and liabilitics and
changes in thern should be messured (4.6, cogt versug fair vahas), what infonmation should be
reportad to the public and how it should be disclosed. The ctomomis activities and resources of
an atitity are fnitially measred by the sxchange price of n iransaction at the time the transaction
occury. Ususlly the sxchange price (the himorical cost) is retnined in the acconnting records aa
the value of an item ontild the item is conmmed, sold, ot Gyuidated amd removed from the
records. That is, recognition of gaing sud losees resulting from: the volue changes of asvets and
lisbilities is generally delayed until another cxchange has taken place. The mtonals behind the
use of historiesl cost (s opposad to othet valuation meibads such a2 current markst value or
appraised valne) in that it i rellable, and that sourze documents are wsually svailable
substantiate the racorded costs. Alzo, histovical coet provides evidence that an independent
buyer and seller wers in agreement on the value of the excheanged good or service at the time of
the transaction and this has the qualities of representational faithfulnoas, neutrality, and
verifiahility. Inreceat ysars, GAAP has made cerinin exoeptions to this historical coat
spproach, genecally for inveatment assaty and derivatives, and such exceptions are exphicidy
docummdin-w.

5. EITF No. 00-2, Accounting for Web Site Devalopment Costs (“EITF 00-2"),
specifically estabtishes standards for the accoumting for various aspects of developing & web
gite, ineluding coets to “abtain and register an Internet domain name.”  Paragraph 4 of EITF
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P0-2 indicates that costa incirmed during the “Planning Stage™ of web &ite development acEvity
shoitld not be capitalized but expensed ag incurrsd, “Planning Stage™ activities are
distinguished from “Web Site Application and Infrastucturs Development Stage™ activitics as
being compearatively concepiual it nature, inciuding such tasks as preparing business plans,
determiming the required tecknology for mplementing the business, and idemti fication of
resourceg and tools requised for web site development.  However, EITF 00-2 considers the
actvity of obtaining and registering & domatn nama 10 ba penerally or typically part of “Weh
Sits Application and Infrastructure Development Stage™ activitiea, Tt indicates that companies
dhould “gencrally, capitatize pursiant (o paragraph 24 of APB 17" such costs.

7. Accowiting Principles Board No. 17, Intangible Assers (“APB 1T,
mﬁﬁﬂmmmmﬁn:nm&rmmﬁﬁmmdmﬁmhnﬁdmﬁﬁ:hhmdwﬁ
identifiable intangibies. Puragraphs 24 and 25 of APP 17 state, in part, “the Board concludes
that a compay should record a9 assets the costs of intangible assets scquired from other
cnterpaises or individuals.” “Intangible sascty acquired xingly should be recorded af cost af dete
of acquisition. Cost is measured by the amount of cash disbursed, the fuir value of othet apats
distributed, the presant valoe of amounts bo be paid for lishilities incumed, or the fair vahse of
consideration mxsived for stock issued as described in paragraph 67 of APB Opinico No, 16."
In other words, if a company pays a cash fee for the right to registar 3 domain name, and
subsequently recoives the right 10 that domeain name, it should rocord thet fee, which waa the
mﬂnfobhihiﬁ;ﬂ:ﬂﬁdﬂ,umimﬁbhm

£ Based o the accounting hierature reviewsd, in my opinicn, the appropriate
accounting twattvent upon receaipt of the night to regiser 8 web site domain name would be to
record the actual cost of obtaining that right &4 an intangible asset,
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g, [ declare under penalty of perjury under the lawe of the Stats of California that
the foregoing i trite and correct.

Executed this /g#dny of September, 2001 in Philadclphia, PA.

mra PR




