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. Maintaining the LLCs’ business relationships witbmatizers (who are the LLCS’
main sources of revenue) and the domain namestragand registrant; and

. Responding to complaints against the LLCs’ domames alleging trademark
infringement.

[SeeDocket Nos. 372, 436, 496, 511, 629 at Ex. A, 65Bxa 1, 658 at Ex. C, 678 at Ex. B, 700
at Ex. A, 713 at Ex. C, 750 at Ex. C, 781 at Ex828 at Ex. B, 840 at Ex. E, 879 at Ex. C.]

Without Mr. Nelson’s daily time and attention teefie specific tasks and anything else
related to the LLCs, the LLCs would cease to fuorcts ongoing businesses. Furthermore, Mr.
Nelson has negotiated domain name sales whosegu®agill provide most of the revenue
necessary to fund the Receivership’s liabilitigSeeDocket Nos. 694, 709, 743, 779, 839, 852,
872.]

iii. Outstanding Fees

Mr. Nelson has not received apgyment for his services rendered as the LLCs’agan
from September 1, 2011 through April 20, 2012, meden fee applications filed on Mr.
Nelson’s behalf for that time period are curremignding before the Court (summarized by the
chart in Section 11.A.4 below). [Docket Nos. 7a0Ex. A, 713 at Ex. C, 750 at Ex. C, 781 at Ex.
C, 828 at Ex. B, 840 at Ex. E, 879 at Ex. C.] Rexeiver requests that the Court grant Mr.
Nelson’s pending fee applications and grant theeRec the authority to fund the applications.

b. James Eckels.

i Engagement as Receivership Professional

Prior to the Receivership, Quantec, LLC hired Mckés to serve as its attorney. Mr.
Eckels continued in his position after the Recésvappointment so that the LLCs’ operations
would not suffer disruption. On or about Decemd@r 2010, the Receiver engaged Mr. Eckels

as a Receivership Professional. [Docket No. 18%ince then, Mr. Eckels has continued
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providing important services to the LLCs as a Remrship Professional.SpeDocket Nos. 196,
314, 494, 512, 678, at Ex. A, 840 at Ex. B, 87BxatD.]
i. Duties

Mr. Eckels’ duties include (without limitation) tHellowing:

. Representing Quantec, LLC at all court hearings

. Responding to claims against the LLC domain namesddemark infringement;
. Assisting in the renewal and non-renewal of the @iomames’ registrations;

. Maintaining the LLCs’ business relationships witle tdomain names’ registrant

and registrar; and
. Negotiating with a new registrar to maintain thedd’ domain names.
[1d.]

iii. Outstanding Fees

Mr. Eckels has not received ampayment for his services rendered as a Receiyershi
Professional from September 1, 2011 through A@jl 2012, and two fee applications filed on
Mr. Eckels’ behalf for that time period are curtgrgending before the Court (summarized by
the chart in Section II.A.4 below). [Docket No.(Bat Ex. B, 879 at Ex. D.] The Receiver
requests that the Court grant Mr. Eckels’ pendieg &pplications and grant the Receiver the
authority to fund the applications.

C. Josh Cox

i Engagement as Receivership Professional

Prior to the Receivership, Novo Point, LLC hired.NDlox to serve as its attorney. Mr.
Cox continued in his position after the Receivafgpointment so that the LLCs’ operations

would not suffer disruption. On or about Decem®@r 2010, the Receiver engaged Mr. Cox as
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a Receivership Professional. [Docket No. 188.hc8ithen, Mr. Cox has continued providing
important services to the LLCs as a ReceivershgfeBsional. $eeDocket Nos. 190, 217, 256,
266, 346, 446, 488, 547, 603, 658 at Ex. A, 67/BxatE,. 701 at Ex. A, 771 at Ex. B, 798 at Ex.
A, 840 at Ex. A, 879 at Ex. E.]
i. Duties
Mr. Cox’s duties include (without limitation) thelfowing:
. Representing Novo Point, LLC at all court hearings;

. Responding to claims against the LLCs’ domain nanfes trademark
infringement;

. Assisting in the renewal and non-renewal of the @iomnames’ registrations; and

. Maintaining the LLCs’ business relationships witie tdomain names’ registrants
and registrar.

[1d.]

iii. Outstanding Fees

Mr. Cox has not received anyayment for his services rendered as a Receiyershi
Professional from September 1, 2011 through A@jl 2012, and five fee applications filed on
Mr. Cox’s behalf for that time period are currernplgnding before the Court (summarized by the
chart in Section 1.A.4 below). [Docket Nos. 7QlEx. A, 771 at Ex. B, 798 at Ex. A, 840 at Ex.
A, 879 at Ex. E.] The Receiver requests that tberCgrant Mr. Cox’s pending fee applications
and grant the Receiver the authority to fund thaiegtions.

d. Grant Thornton.

i Engagement as Receivership Professionals

On or about February 14, 2011, the Receiver engélgedaccounting firm of Grant
Thornton LLP as Receivership Professionals. [Dobdle 313.] Since then, Grant Thornton has
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provided important services to certain Receiverstapties as a Receivership Profession8lee[
Docket Nos. 505, 648 at Ex. C, 658 at Ex. B, 68#xatA, 725 at Ex. B, 828 at Ex. A, 879 at Ex.
F.]
i. Duties

Grant Thornton has provided consultation to theeRee in the form of advice regarding
the tax liability of all Receivership Parties and,particular, the LLCs. Additionally, Grant
Thornton has provided audit services on a monthBidregarding the financial operations of the
LLCs. [Id.; see alsdDocket Nos. 479 at pp. 53-54, 97-10; 647 at pp654129-30; 675 at pp.
76, 143-45; 709 at pp. 11-12, 67, 92; 839 at pp-93]

iii. Outstanding Fees

Grant Thornton has not received gomgyment for its services rendered as Receivership
Professionals from May 1, 2011 through April 20,120 Six fee applications filed on Grant
Thornton’s behalf for that time period are currgminding before the Court (summarized by the
chart in Section I11.A.4 below). [Docket Nos. 648x. C, 658 at Ex. B, 687 at Ex. A, 725 at EX.
B, 828 at Ex. A, 879 at Ex. F.] The Receiver resi¢hat the Court grant Grant Thornton’s
pending fee applications and grant the Receiveatitieority to fund the applications.

e. Local Counsel.

i Engagement as Receivership Professional

Certain Receivership Parties and Receivership Asset located outside the Northern
District of Texas. In order to extend his jurigtha over these Receivership Parties and
Receivership Assets, the Receiver had to file fiesoeous actions in the foreign districts where
they are located. See28 U.S.C. § 754.) In order to make the necesshngd, the Receiver

engaged local counsel in the relevant foreign glicisons. FeeDocket Nos. 230 at pp. 4-5; 321

THE RECEIVER’S SEALED EX PARTE MOTION FOR APPROVAL
OF ADMINISTRATIVE COSTS AND TO DISBURSE CASH AND

SELL DOMAIN NAMES TO FUND ADMINISTRATIVE COSTS 12



Case: 12-10489 Document: 00511851414 Page:5 Date Filed: 05/10/2012

at pp. 17-18; 343.] One such local counsel isl#ve firm of David C. Skinner LLC in the
Northern District of Alabama. [Docket No. 343.]

il Work Performed

Local counsel retained by the Receiver, includirayi@ C. Skinner LLC, have received
compensation for their services relating to thmdilof miscellaneous actions and the extension
of the Receiver’s jurisdiction in their respectifegeign districts. $eeDocket Nos. 368, 538.]
Since then, however, Davis C. Skinner LLC has peréal additional work in the Northern
District of Alabama related to the ReceivershiBeg¢Docket No. 725 at Ex. A.] Specifically, in
October 2011, the United States District Courttfoe Northern District of Alabama requested
that David C. Skinner LLC provide a report regagdthe status of the Receivership. David C.
Skinner, LLC complied with the Court’s request ainddoing so, incurred additional feedd.]

iii. Outstanding Fees

David C. Skinner LLC has not received payment t®iservices described above and one
fee application filed on David C. Skinner LLC’s la¢hfor those services is currently pending
before the Court (summarized by the chart in Sadiié\.4 below). [d.] The Receiver requests
that the Court grant David C. Skinner LLC’s pendfag application and grant the Receiver the
authority to fund the application.

4, Summary of the Administrative Costs

A total of 51 fee applications are pending for wgrkrformed by the Receiver, his
counsel, and the Receivership Professionals sisceaaly as January 2011 (the “51 Fee
Applications”). Each fee application describesdetail the work performed fees incurred by

these parties during the relevant time periodse RRceiver seeks approval to pay the amounts
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sought in the 51 Fee Applications, which total 84,8336.36. The chart below provides further

details on the 51 Fee Applications:

Applicant Fee Dkt. Time Periods Covered in | Amount of Application | Response Dkt. No.
Applications No(s). Applications

Receiver | 3rd Fee App. 323, 387 Jan. 1-31, 2011 $13,8222% unpaid Dkt. No. 373
4th Fee App. 417,429 Feb. 1 -28, 2011 $20,8822% unpaid | None Timely Filed
5th Fee App. 490, 532 Mar. 1 — 31, 2011 $13,068900 unpaidl | None Timely Filed
6th Fee App. 492, 534 Apr.1-22,2011 $7,08728%( unpaidd | None Timely Filed
7th Fee App. 605, 807 Apr. 23 — May 31, 2011 $13.,60 5% unpaid Dkt. No. 627
8th Fee App.| 648-A,80Y June 1 -July 15, 2011 $10,570.28% unpaid | 5th Cir. #511600279
9th Fee App.| 678-C,80} July 16 — Aug. 31, 2011 @1B.86 5% unpaid | 5th Cir. #51160027§
10th Fee App.| 698-A,80} Sep. 1-30, 2011 $6,058.(@b06 unpaid | 5th Cir. #51165312(
11th Fee App.| 713-A,807 Oct. 1 -31, 2011 $6,860.025% unpaid | 5th Cir. #511677957
12th Fee App.| 750-A,80F Nov. 1 - Dec. 15, 2011 $17,325.@5b06 unpaid | 5th Cir. #511712613
13th Fee App.| 781-A,807 Dec. 16 — 31, 2011 $4,392.52600 unpaid | 5th Cir. #511734073
14th Fee App. 840-C Jan.1l - Feb. 21, 2012 $55,09056n Cir. #51177965(
15th Fee App. 853-A Feb. 22 — 29, 2012 $11,970.6th Cir. #51181083¢
16th Fee App. 877-A Mar. 1 — 31, 2012 $31,290.@h Cir. #511837065
17th Fee App. 879-A Apr. 1-20, 2012 $21,687.48h Cir. #511837064

TOTAL: | Jan. 1, 2011-Apr. 20, 2012 $246,640.89

Counsel 3rd Fee App. 324, 386 Jan. 1-31, 2011 $30,832%% unpaid Dkt. No. 373

]Icg(;ceiver 4th Fee App. 418, 427 Feb. 1 -28, 2011 $40,86@5% unpaid | None Timely Filed
5th Fee App. 491, 533 Mar. 1 — 31, 2011 $38,74898% unpaid | None Timely Filed
6th Fee App. 493, 535 Apr.1-22,2011 $19,9582606 unpaid | None Timely Filed
7th Fee App. 606, 807 Apr. 23 — May 31, 2011 $4%.88 5% unpaidl Dkt. No. 627
8th Fee App.| 648-B,807 June 1 —July 15, 2011 ROIM 5% unpaid | 5th Cir. #511600278
9th Fee App.| 678-D,80F July 16 — Aug. 31, 2011 $40,938.5%006 unpaid | 5th Cir. #511600279
10th Fee App.| 698-B,80y Sep. 1-30, 2011 $19,252%0 unpaid | 5th Cir. #511640727
11th Fee App.| 713-B,807 Oct. 1-31, 2011 $18,2085% unpaid | 5th Cir. #511677957%
12th Fee App.| 750-B,80y Nov. 1 — Dec. 15, 2011 $2D A5 5% unpaid | 5th Cir. #511712612
13th Fee App.| 781-B,80Y7 Dec. 16 — 31, 2011 $1118@5% unpaidl | 5th Cir. #511734073
14th Fee App. 840-D Jan. 1 - Feb.15, 2012 $128)8875th Cir. #51177965(
15th Fee App. 853-B Feb. 1 - 29, 2012 $32,599.9th Cir. #51181083¢
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Applicant Fee Dkt. Time Periods Covered in | Amount of Application | Response Dkt. No.
Applications No(s). Applications
Counsel 16th Fee App. 877-B Mar. 1 — 31, 2012 $66, 324.6¢h Cir. #511837065
]Icger:ceiver 17th Fee App. 879-B Apr. 1 - 20, 2012 $50,906.8dh Cir. #511837065
(cont'd) TOTAL: Jan. 1, 2011-Apr. 20, 2012 $609,649.63
Damon 9th Fee App. 700-A Sep. 1-30, 2011 $15,100.6th Cir. #511647389
Nelson 10th Fee App.|  713-C Oct. 1 -31, 2011 $13,225%.6¢h Cir. #51167796(
11th Fee App. 750-C Nov. 1 - 30, 2011 $14,050.6¢h Cir. #511712615
12th Fee App. 781-C Dec.1-31, 2011 $13,600.6th Cir. #511734076
13th Fee App. 828-B Jan. 1 -31, 2012 $13,325.8M Cir. #511769779
14th Fee App| 840-E Feb. 1 - 23, 2012 $15,575,06th Cir. #511779647
15th Fee App. 879-C Feb. 24 — Apr. 20, 2012 $28®¥55th Cir. #511837062
TOTAL: | Sep. 1, 2011-Apr. 20, 2012 $113,850.00
James 6th Fee App. 840-B Sep. 1, 2011 — Feb. 23, 2012 ,1B¥Y660| 5th Cir. #511779644
Eckels 7th Fee App.|  879-D Feb. 24 — Apr. 20, 2012 $5,475.6th Cir. #511837056
TOTAL: | Sep. 1, 2011-Apr. 20, 2012 $21,662.50
Joshua 12th Fee App. 701-A Sep. 1-30, 2011 $6,656.38 Cir. #511650815
Cox 13th Fee App. 771-B Oct. 1 — Nov. 30, 2011 $9,187.5th Cir. #511728337
14th Fee App. 798-A Dec.1-31, 2011 $6,406.5th Cir. #51174949(
15th Fee App. 840-A Jan. 1 - Feb. 23, 2012 $6,07R%h Cir. #511779641
16th Fee App. 879-E Feb. 24 — Apr. 20, 2012 $42%4 5th Cir. #511837053
TOTAL: | Sep. 1, 2011-Apr. 20, 2012 $32,487.21
Grant 2nd Fee App. 648-C May 1 — June 20, 2011 $6,4068th Cir. #51160027§
Thomton | 314 Fee App.| 658-B June 21 — July 18, 2011 $8,387.26| 5th Cir. #51160027¢
4th Fee App.| 687-A May 11 — Sep.19, 2011 $5,365.14| None Timely Filed
5th Fee App. 725-B Sep. 19 — Oct.7, 2011 $1,142.25| 5th Cir. #511693029
6th Fee App.| 828-A Oct. 8 —Jan.31, 2011 $9,608.88| 5th Cir. #511769782
7th Fee App. 879-F Feb. 1 — Apr. 20, 2012 $27,A8.5th Cir. #511837059
TOTAL: | Sep. 1, 2011-Apr. 20, 2012 $58,628.63
David C.| 3rd Fee App. 725-A Mar. 11 — Oct. 18, 2011 $1,4Q7.5th Cir. #511693029
ftg‘”e“ TOTAL: | Mar. 11 — Oct. 18, 2011 $1,417.50

TOTAL OUTSTANDING FEES THROUGH APRIL 20, 2012

$1,084,336.36
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B. The Court Should Approve Disbursement of Cash and&e of Domain Names.

The Receiver proposes paying the $1,084,336.36estad in the 51 Fee Applications
through a combination of (1) proceeds from domaime sales (including sales that have
already been consummated, are currently pendingoappby the Court, and the Receiver is
seeking approval for the first time), and (2) caskhand.

1. Proceeds from Domain Name Sales

a. Domain Name Sales to Date.

On February 2, 2012, this Court ordered that theeRer (1) sell the domain names
listed inThe Receiver's Sealed Motion to Approve Sale ofitp®omain Names and Confirm
Propriety of Sales Protocg§Docket Nos. 424-25] (the “First Sales Motion”) ahde Receiver’s
Second Sealed Motion to Approve Sale of Specifroddo NamegDocket Nos. 480-81] (the
“Second Sales Motion”) and (2) use the proceedsirid certain fee applications. [Docket No.
820.] As of the date of this motion, the Receilvas not only received sufficient proceeds from
these sales to fund the fee applications as orderedis Court but has entered into contracts for
additional ordered sales that will result in a suspf $62,108.85 (the “Revenue Surplus”geé
theDeclaration of Damon Nelsafthe “Nelson Declaration”), a true and correct copyvhich is
attached hereto as Exhibit,5# 9 26.) The Receiver requests that this Gaagier the Receiver
to use the Revenue Surplus to fund partially th&&d Applications.

b. Domain Names Sales that Are Currently Pending.

The First and Second Sales Motions (and Mr. Netsa®clarations filed in support
thereof) detail a protocol developed by Mr. Nel$onthe valuing and selling of domain names
(the “Protocol”). [Docket Nos. 424-25, 480-&Ee alsdhe Nelson Declaration, Ex. 52 at | 6-
18 (also describing the Protocol).] The Protocopys two methods of valuation to determine
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retails sales pricing—Income Valuation (employingraultiple of net annual earnings) and
Market Valuation (employing computer generated andndividually-performed appraisals).
[Docket Nos. 424-25, 480-81see alsdhe Nelson Declaration, Ex. 52 at 1 6-16.] Byngray
the First and Second Sales Motions, the Court ajgprof the use of the Protocol with respect to
domain name sales. [Docket No. 820.]

On September 20, 2011, the Receiver filHie Receiver's Third Sealed Motion to
Approve Sale of Specific Domain Nanfige “Third Sales Motion”). [Docket No. 685 at .Ex
B.] As stated in the Third Sales Motion and exsilthereto, Mr. Nelson, using the same
Protocol, has contracted for the sale of a singlean name for a tentative/non-finals sales price
of $200,000.00. Ifl.] The Receiver requests that the Court (1) giaafTthird Sales Motion, (2)
grant the Receiver the authority to sell the dommame described therein, and (3) instruct the
Receiver to use funds from this sale to fund th&&a Applications.

C. 39 Domain Names Sales Negotiated Pursuant to théuwl.

Using the Protocol, Mr. Nelson has negotiated tergaon-final sales prices for 39
additional domain names using the Protocol (theD8®nains”). (Nelson Declaration, Ex. 52 at
11 6-22.) In his Declaration attached hereto dsli#x52, Mr. Nelson details his employment of
the Protocol and conclusion that the sales areclasonable prices.ld( at {1 6-23.) The chart

below documents the tentative sales prices foBEhBomains.

The 39 Domains Tentative Sale Price
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The 39 Domains Tentative Sale Price

TOTAL: | $443,740

d. Sale of 14 Domain Name Package Not Negotiated Ruotsto the
Protocol But Which Mr. Nelson Has Deemed Reasonable

Mr. Nelson has also negotiated the sale of a “pgekaf 14 domain names (the “14
Domain Package”) for a total tentative sales poée$l57,300—a price that, although not
negotiated pursuant to the Protocol, Mr. Nelson demmed reasonable based on his expertise
and experience in the domain name industry. (Mel®eclaration, Ex. 52 at {1 24-25.) Below is
a chart of the 14 Domain Package with a total tergasales price negotiated by Mr. Nelson of

$157,300:

The 14 Domain Package
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The 14 Domain Package

TOTAL “PACKAGE” PRICE: $157,300

(Id. at 1 26-27.)

e. Sale of 88 Domain Name Package Not Negotiated Ruatsto the
Protocol But Which Mr. Nelson Has Deemed Reasonable

Mr. Nelson has also negotiated the sale of a “pgekaf 88 domain names (the “88
Domain Package”) for a total tentative sales po€e$500,000—a price that, although not
negotiated pursuant to the Protocol, Mr. Nelson desmed reasonable based on his expertise
and experience in the domain name industry. (MeBeclaration, Ex. 52 at 1 26-27.) Below is
a chart of the 88 Domain Package with a total tergasales price negotiated by Mr. Nelson of

$500,000:

The 88 Domain Package
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The 88 Domain Package
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The 88 Domain Package
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The 88 Domain Package

TOTAL “PACKAGE” PRICE: $500,000

(1d. at 11 26-27.)
2. Cash-on-Hand

Taking into account the Revenue Surplus ($62,108t88 anticipated revenue from the
sale of the domain name included in the Third Skleson ($200,000), the anticipated revenue
from the sale of the 39 Domains ($443,740), thecgated revenue from the sale of the 14
Domain Package ($157,300), and the anticipatedntevdrom the sale of the 88 Domain
Package ($500,000)¢., $1,363,148.85, the Receiver expects to acquifecigmt funds to pay
the $1,084,336.36 requested in the 51 Fee Appbiesti However, none of the domain sales

anticipated above (nor their tentative sales pyiees certain or guaranteed. For example, some
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of the sales were negotiated by Mr. Nelson mongwsand there remains a possibility that the
tentative purchasers will back out due to the delay

As reported inThe Receiver'sNotice of the Receivership’s Projected Financiattire
as of April 30, 2012the Receivership estate currently has cash-od-t@aling $1,229,091.63
(the “Cash-On-Hand™j. [Docket No. 864 at § A.1.] To the extent that fReceiver does not
acquire sufficient funds to pay the $1,084,336.86uested in the 51 Fee Applications from
proceeds of domain name sales, the Receiver rextiest the Court grant the Receiver the
authority to use the Cash-On-Hand to fund any ramgibalance of the 51 Fee Applications.

[I. ARGUMENT AND AUTHORITIES .

The Supreme Court and the Fifth Circuit Court ofpApls have both held that fees
incurred in working for a receivership are reimlalre regardless of whether the receivership is
upheld on appeal. IRalmer v. Texasa court ruled that a receivership was impropat,the
Supreme Court allowed for the costs of the recehigr stating:

The receivership has gone on pending the procegdipgn appeal, and we are of

opinion that justice will be done if the costs loé treceivership are paid out of the
fund realized in the Federal court, and it is sieoed.

Palmer, 212 U.S. 118, 132 (1909). In the present cas@) RBalmer, “the receivership has gone
on pending the proceedings upon appeal” since doeiRership Order was never superseded or

stayed. Accordingly, the Receiver, his counsedl e Receivership Professionals may recover

® The Cash-On-Hand amount is comprised of (1) $Z&@* in accounts from Mr. Baron’s personal
accounts and funds obtained from Plaintiff Netsphétc. under the global settlement agreementigrtiatter, (2)
$595,900.33 in an account belonging to Quantec,,ldr@ (3) $346,125.66 in an account belonging ted\Point,
LLC. [Docket No. 864 at § A.1.] These amountdgliog $1,229,091.63) reflect the account totalsfathe date of
the The Receiver'sNotice of the Receivership’s Projected FinanciattBie as of April 30, 2012.e., April 13,
2012. [d.] The account balancdisictuate regularly due to multiple factors inclngdj but not limited to, (1) receipt
of additional funds from Netsphere under the gla®tlement agreement, (2) payment of Receiverskigenses
[see id.at § B.5], (3) receipt of domain name revensee[id.at § A.2], and (4) payment of domain name renewal
fees and other operating expenses of the LIsEs [d.at 88 B.6-7.]
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their costs and fees even though they were incwiteld the Receivership Order was on appeal.
Id.; see also Speakman v. Bryail F.2d 430, 431 (5th Cir. 1932) (finding thahétcosts,
expenses, and disbursements incurred by a recehase appointment was improvidently made,
or who has taken wrongful possession of properi}, wpon equitable principles, be charged by
the court of jurisdiction against the propertyhe extent that they have inured to its benefit”).
As noted above in Section 1.B, this Court has jmesly ordered similar payment during
this matter, both prior to and since the date dieoed the Receivership was stayed pending Mr.
Baron’s multiple appeals to the Fifth CircuitSde, e.g.Docket Nos. 534-35, 538, 540, 542-3,
573 (pre-stay orders for payment of fee applicatied on behalf of the Receiver, his counsel,
and Receivership Professionals) and Nos. 734, 8Pd, (post-stay orders for payment of fee
applications filed on behalf of the Receiver, hosiasel, and Receivership Professionals).]

V. CONCLUSION.

The Receiver respectfully requests that the Caudrean order that:

(1) grants the 51 Fee Applications (100% paymenaficapplicants);

(2) allows the Receiver to the use the Revenuel@uito partially fund the 51 Fee
Applications;

3) grants the Third Sales Motion, allows the Remeto sell the domain name
described in the Third Sales Motion, and instralcesReceiver to use funds from
the sale to partially fund the 51 Fee Applications;

4) allows the Receiver to sell the 39 Domains ¢pant to the Protocol or in any
manner that Mr. Nelson, as the Court-appointed paent Manager of the LLCs,
deems fit) and instructs the Receiver to use fdraa the sales to partially fund

the 51 Fee Applications;

THE RECEIVER’S SEALED EX PARTE MOTION FOR APPROVAL
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5) allows the Receiver to sell the 14 Domain Pgek@n any manner that Mr.
Nelson, as the Court-appointed permanent Manag#reof LCs, deems fit) and
instructs the Receiver to use funds from the stdegartially fund the 51 Fee
Applications;

(6) allows the Receiver to sell the 88 Domain Pgekén any manner that Mr.
Nelson, as the Court-appointed permanent Manag#reof LCs, deems fit) and
instructs the Receiver to use funds from the stdegartially fund the 51 Fee
Applications; and

(7 allows the Receiver to use the Cash-On-Hanflind any remaining balance of
the 51 Fee Applications.

Respectfully submitted,

[s/ Barry M. Golden

Barry M. Golden

Texas State Bar No. 24002149
Peter L. Loh

Texas Bar Card No. 24036982
GARDERE WYNNE SEWELL LLP
1601 Elm Street, Suite 3000
Dallas, Texas 75201

(214) 999.4667 (facsimile)
(214) 999.3000 (telephone)

bgolden@qgardere.com
ploh@gardere.com

ATTORNEYS FOR THE RECEIVER

THE RECEIVER’S SEALED EX PARTE MOTION FOR APPROVAL
OF ADMINISTRATIVE COSTS AND TO DISBURSE CASH AND

SELL DOMAIN NAMES TO FUND ADMINISTRATIVE COSTS 26



Case: 12-10489 Document: 00511851414 Page: 19 Date Filed: 05/10/2012

CERTIFICATE OF CONFERENCE

The undersigned certifies that on April 27, 201@urtsel for the Receiver attempted to
confer via e-mail with counsel of record with redjao the foregoing motion. As of the date of
this filing, only counsel for Plaintiff has respad indicating that Plaintiff is not opposed to the
foregoing motion. Other counsel have not statgobsition as to this. Thus, the Receiver
presents this motion to the Court for determination

Peter L. Loh
Peter L. Loh

CERTIFICATE OF SERVICE

| hereby certify that, after being filed under saatiex partewith this Court, a true and

correct copy of the foregoing document was servedeff Baron, his counsel, Gary Schepps,
and counsel for all other parties to this mattée#lwith the domain names identified therein
redacted due to (1) the confidential, proprietand sensitive nature of such information and (2)
the very real possibility that, should Mr. Barorcesain the identities of the relevant domain
names, Mr. Baron (or his agents) will threaten aninidate the potential purchasers of such
domain names, thereby endangering the Receiveilitydb generate the funds necessary to pay
Court-ordered disbursements and close out the Reship.

Peter L. Loh
Peter L. Loh
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DECLARATION OF DAMON NELSON

I, Damon Nelson, state and declare as follows:

1. I have over 20 years of experience in computer programming, web design, and
Internet business.

2. I served 18 months as the registrar for the domain names at issue as part of the
bankruptcy proceedings for Ondova Limited Company (“Ondova”). (See In re: Ondova Limited
Company, Bankruptcy Case No. 09-34784-SGJ (Chapter 11), In the United Statement
Bankruptcy Court for the Northern District of Texas, Dallas Division.) My duties at Ondova
included responding to hundreds of Uniform Domain Name Dispute Resolution Policy
(“UDRP”) actions, cease and desist demands, and complaints of trademark infringement.

3. I also manage my own domain name portfolio of over 400 domains containing
websites for e-commerce, video, blogs, and “domain parking” and consult with clients
concerning their online marketing campaigns.

4. I hold Bachelor of Science and Masters in Business Administration degrees from
Texas A&M University with specific course emphasis in computer programming, marketing, and
investing.

5. I am the Permanent Manager of Novo Point, LLC and Quantec, LLC (the
“LLCs”), having been so appointed by the United States District Court for the Northern District
of Texas in the matter styled Netsphere, Inc., et al. v. Jeffrey Baron, et al., Civil Action No. 3:09-
CV-0988-F.

6. I employed a technique | call “Income Valuation” to appraise the value of certain

domains in the LLCs’ portfolios of domain names (the “Domains”).
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7. The Income Valuation method uses a multiple of net annual earnings to determine
a domain name’s “Retail Sales Price.” In other words, | arrived at a valuation of certain
Domains by multiplying one year of earnings by a multiple number.

8. “Parked” domain names (i.e., names which generate revenue through
monetization like the ones in the LLCs’ portfolios) are usually valued for retail sale at a multiple
range of 4 to 10 times net annual earnings. However, the LLCs have many names with valuable
words/phrases in the name, multiple uses as a website, consistent evidence of visits to the sites,
and earned revenue going back several years. Thus, | treated these Domains as being even more
valuable than the typical “Parked” domain name and assigned a multiple of 20 or two times the
highest multiple.

9. I also used another method to value certain Domains called the “Market
Valuation” approach to determine a domain name’s “Retail Sales Price.” Market Valuation
employs computer generated and/or individually performed appraisals to determine marketable
value.

10. The first step | used in valuing a Domain through Market Valuation was to obtain
an appraisal through a website named Estibot.com. Estibot.com is a widely used and accepted
domain name appraisal website.

11. Estibot.com provides free, fast appraisals for internet domain names. Estibot uses
a vast amount of data including, but not limited, to previous sales data, keyword data, cost-per-
click data, type-in data, and a statistically generated algorithm to arrive at the most accurate
domain value derived solely from computer-driven automated analysis. Estibot.com’s appraisals

typically are within 20% (either above or below) of the eventual sale price based upon my

DECLARATION OF DAMON NELSON PAGE 2
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experience participating in and/or observing numerous domain name sales involving an
Estibot.com appraisal.

12. Domains which received an appraisal of less than $5,000 on Estibot.com did not
merit another appraisal which most likely cost money and not yield a significantly different
result.

13.  Any Domain receiving an Estibot.com appraisal of more than $5,000 deserved a
second appraisal through DomainAppraisal.org. DomainAppraisal.org is another widely used
and accepted domain name appraisal website service which provides professional appraisals
from a minimum of 2 industry experts. DomainAppraisal.org’s industry experts use information
from auctions and private sales of similar domain names as factors as well as 25 key models to
determine a domain’s value.

14, DomainAppraisal.org is not a free service with appraisals costing approximately
$79.99 to $149.99 per domain, depending on the detail level of valuation. Appraisals from
Estibot.com and DomainAppraisal.org will give a more comprehensive valuation using both
computer and human valuation.

15. For a Domain that received an initial appraisal of more than $50,000 from
Estibot.com, | obtained a second and third appraisal from DomainAppraisal.org and Sedo.com.
An initial Estibot.com valuation of more than $50,000 indicates the domain name is most likely a
short, “catchy,” and commonly used word or phrase which would garner attention from
corporations or other well-funded entities for purchase. Sedo.com and DomainAppraisal.org—in
addition to using computer-generated calculations and information from sales and auctions—also

employ individuals who will evaluate the domain name. Appraisals from Sedo.com and

DECLARATION OF DAMON NELSON PAGE 3
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DomainAppraisal.org can cost approximately $50.00 to $995.00 per domain depending on the
detail level of valuation.

16. I compared the Market Valuation appraisals (whether they included an
Estibot.com valuation, valuations from both Estibot.com and DomainAppraisal.org, or valuations
from Estibot.com, DomainAppraisal.org, and Sedo.com) to the Income Valuation for all of the
Domains | appraised to arrive at a starting value to price the Domain. | then started negotiations
for the sale of a domain name at the higher of the Income Valuation or the average of the 2
highest Market Valuations plus 20%.

17. The Protocol represents the best case scenario for the value of a Domain. |
created the Protocol to assume a domain name sales process involving a marketing campaign
which may take 3-6 months. Marketing efforts would include the following:

. advertisements on industry websites and in print publications;

. press releases to domain investor publications, wire services, and national
news publications;

. engaging brokers;
o participating in a live auction for premium domains; and
. establishing and maintaining a sales website.

18. Brokers and auction services also typically charge a 20% commission on any sale.

19. I appraised 39 of the Domains using the Protocol and negotiated tentative prices
for their sale (the “39 Domains”).

20.  The chart represents calculations | performed of the Income Valuation for the 39

Domains:

DECLARATION OF DAMON NELSON PAGE 4
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. . 20x 12-Annual Net
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Earnings

21. The chart below demonstrates the calculations | performed of the Market

Valuations for the 39 Domains:

Average of

Domain Name Estibot.com | DomainAppraisal.org Sedo.com 2 hlghest
appraisals

plus 20%

DECLARATION OF DAMON NELSON
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Average of
2 highest
appraisals
plus 20%

Domain Name Estibot.com | DomainAppraisal.org Sedo.com

22. The chart below reflects my final valuation per the Protocol and the tentative
negotiated sale prices of the 39 Domains. Importantly, I did not engage in any specific
marketing efforts with respect to the 39 Domains. All of the tentatively negotiated sales prices
were a result of unsolicited purchase inquiries. So, the negotiated sales prices for many of the 39

Domains are substantially lower than their appraised values.

Final VValuation (Higher
of Income Valuation or
Domain Name average of 2 highest Negotiated Sale Price
Market Valuations plus
20%0)

DECLARATION OF DAMON NELSON PAGE 7
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Final Valuation (Higher
of Income Valuation or
Domain Name average of 2 highest Negotiated Sale Price
Market Valuations plus
20%0)

23. It is possible that marketing efforts like the ones described above could result in

higher sales prices. However, the costs of engaging in the marketing activities, in turn, could

DECLARATION OF DAMON NELSON PAGE 8
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severely diminish or completely negate whatever increases in the sales prices are eventually
realized.
24.  As Permanent Manager of the LLCs, | also negotiated a tentative sales price of

$157,300 for the sale of a “package” of the following 14 Domains (the “14 Domain Package”):

Domain Name

25. Based on my experience in the domain name industry, $157,300 is a reasonable
price for the sale of the 14 Domain Package. It is possible—but not likely—that each individual
domain in the 14 Domain Package could be sold at prices which, in total, could exceed $157,300.
However, the time and expense associated with selling each individual domain name in the 14
Domain Package would most likely meet or exceed the additional money earned beyond the
current sale price of $157,300. Thus, a sales price of $157,300 for the 14 Domain Package

represents the most economically advantageous price at this time.

DECLARATION OF DAMON NELSON PAGE 9
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26.  As Permanent Manager of the LLCs, | also negotiated a tentative sales price of

$500,000 for the sale of a “package” of the following 88 Domains (the “88 Domain Package”):

Domain Name

DECLARATION OF DAMON NELSON PAGE 10



Case: 12-10489 Document: 00511851414 Page: 30 Date Filed: 05/10/2012

Domain Name

DECLARATION OF DAMON NELSON PAGE 11
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Domain Name
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27.  Based on my experience in the domain name industry, $500,000 is a reasonable
price for the sale of the 88 Domain Package. It is possible—but not likely—that each individual
domain in the 88 Domain Package could be sold at prices which, in total, could exceed $500,000.
However, the time and expense associated with selling each individual domain name in the 88
Domain Package would most likely meet or exceed the additional money earned beyond the
current sale price of $500,000. Thus, a sales price of $500,000 for the 88 Domain Package
represents the most economically advantageous price at this time.

28.  As Permanent Manager of the LLCs, I am handling the sales of domain names
that the U.S. District Court for the Northern District of Texas ordered be sold in its Order
Granting in Part the Receiver’s Motion to Liquidate Assets to Pay Certain of the Receiver’s and
His Counsels Fees (the “Sales Order”), issued on January 31, 2012, in the matter styled
Netsphere, Inc. et al., v. Baron, et al. (Civil Action No. 3:09-CV-0988-F). The Court ordered
that funds from these sales be used to fund certain fee applications. To date, the Receiver has not
only received sufficient proceeds from these sales to fund the fee applications as ordered by the
Court, but has entered into contracts for additional ordered sales that will result in a surplus of
$62,108.85.

I declare under penalty of perjury under the laws of the United States of America that the

foregoing is true and correct.

Executed on 4 /2/65,2 ,;201

DECLARATION OF DAMON NELSON PAGE 13
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

NETSPHERE, INC.,
MANILA INDUSTRIES, INC., AND
MUNISH KRISHAN

PLAINTIFFS,
V. CIVIL ACTION NO. 3:09-CV-0988-F

JEFFREY BARON AND
ONDOVA LIMITED COMPANY,

wn W W W W W W W W W W W

DEFENDANTS.

ORDER GRANTING IN PART THE RECEIVER’S MOTION FOR APPROVAL
OF ADMINISTRATIVE COSTS AND TO DISBURSE CASH
AND SELL DOMAIN NAMES TO FUND ADMINISTRATIVE COSTS

BEFORE THE COURT is The Receiver’s Sealed Ex Parte Motion for Approval of
Administrative Costs and to Disburse Cash and Sell Domain Names to Fund the
Administrative Costs (the “Motion”) (Doc. No. 883).) The Court, having considered the
Motion, any response, and the other relevant pleadings and evidence, is of the opinion
that the Motion is well-taken and should be in GRANTED IN PART.

THEREFORE, it is ORDERED, ADJUDGED, and DECREED that the Motion is
GRANTED and this Court’s Order Regarding Baron’s Notice of Appeal to the United

States Court of Appeals for the Fifth Circuit [Docket No. 586], dated May 24, 2011, is

! After being filed under seal and ex parte with this Court, a true and correct copy of the
foregoing document was served on Jeff Baron, his counsel, Gary Schepps, and counsel for all
other parties to this matter albeit with the domain names identified therein redacted.
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MODIFIED and the STAY lifted with regard to the Motion as well as the motions and
fee applications described in the Motion and in this Order.
A. Third Motion to Approve Sale of Domain Names.

It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s Third
Sealed Motion to Approve Sale of Specific Domain Names [Docket No. 685 at Ex. B] (the
“Third Motion to Approve Sale”) is GRANTED.

It is further ORDERED, ADJUDGED and DECREED that the Receiver Peter S.
Vogel, and his agents or representatives, are hereby ORDERED to sell the domain name
listed in the Third Motion to Approve Sale pursuant to the Protocol (as that term is
defined in the Motion) or in any manner that Damon Nelson, the Court-appointed
permanent Manager of Quantec, LLC and Novo Point, LLC, deems fit.

B. Additional Domain Names Sales.

1. The 39 Domains.

It is further ORDERED, ADJUDGED, and DECREED that the Receiver Peter S.
Vogel, and his agents or representatives, are hereby ORDERED to sell the domain names
(listed in the Motion) pursuant to the “Protocol” (as that term is defined in the Motion) or
in any manner that Damon Nelson, the Court-appointed permanent Manager of Quantec,
LLC and Novo Point, LLC, deems fit.

2. The 14 Domain Package.
It is further ORDERED, ADJUDGED, and DECREED that the Receiver Peter S.

Vogel, and his agents or representatives, are hereby ORDERED to sell the domain names
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(listed in the Motion) in any manner that Mr. Nelson, as the Court-appointed permanent
Manager of Quantec, LLC and Novo Point, LLC, deems fit.

3. The 88 Domain Package.
It is further ORDERED, ADJUDGED, and DECREED that the Receiver Peter S.

Vogel, and his agents or representatives, are hereby ORDERED to sell the domain names
(listed in the Motion) in any manner that Mr. Nelson, as the Court-appointed permanent
Manager of Quantec, LLC and Novo Point, LLC, deems fit.

C. Use of the Sales Proceeds, Revenue Surplus, and Cash-On-Hand to Fund Fee
Applications.

It is further ORDERED, ADJUDGED and DECREED that the Receiver Peter S.
Vogel, and his agents or representatives, are to use (1) the proceeds from the above-
ordered domain names sales (totaling 141 sales, the proceeds from which are hereafter
collectively referred to as the “Sales Proceeds™), (2) the “Revenue Surplus” (as that term
is defined in the Motion), and (3) the “Cash-On-Hand” (as as that term is defined in the
Motion) to pay as (soon as practicable) the outstanding amounts of the fee applications
described below.

D. The Receiver’s Fee Applications.

It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s
Fourteenth Receiver Fee Application [Docket No. 840 at Ex. C], The Receiver’s Fifteenth
Receiver Fee Application [Docket No. 853 at Ex. A], The Receiver’s Sixteenth Receiver

Fee Application [Docket No. 877 at Ex. A], and The Receiver’s Seventeenth Receiver
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Fee Application [Docket No. 879 at Ex. A], (collectively, the “Fully-Unpaid Receiver
Fee Applications”) are PARTIALLY GRANTED.

Therefore, it is further ORDERED, ADJUDGED, and DECREED that the
Receiver Peter S. Vogel, and his agents or representatives, are to pay (as soon as
practicable) the Receiver Peter S. Vogel $90,028.12 (75% of the amount requested in the
Fully-Unpaid Receiver Fee Applications) using the Sale Proceeds, Revenue Surplus, and
(to the extent necessary) Cash-On-Hand, as follows:

e $41,317.50 pursuant to The Receiver’s Fourteenth Receiver Fee
Application [Docket No. 840 at Ex. C];

e $8,977.50 pursuant to The Receiver’s Fifteenth Receiver Fee Application
[Docket No. 853 at Ex. A];

o $23,467.50 pursuant to The Receiver’s Sixteenth Receiver Fee Application
[Docket No. 877 at Ex. A]; and

e $16,265.62 pursuant to The Receiver’s Seventeenth Receiver Fee
Application. [Docket No. 879 at Ex. A.]

Therefore, the Receiver Peter S. Vogel, and his agents or representatives, are
ORDERED to pay (as soon as practicable) the Receiver Peter S. Vogel a total amount of
$90,028.12. At the conclusion of the Receivership, the Court will reconsider whether
there are sufficient funds to pay the remaining 25% of the requested fees.

E. Gardere’s Fee Applications.

It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s
Fourteenth Gardere Fee Application [Docket No. 840 at Ex. D], The Receiver’s Fifteenth
Gardere Fee Application [Docket No. 853 at Ex. B], The Receiver’s Sixteenth Gardere

Fee Application [Docket No. 877 at Ex. B], and The Receiver’s Seventeenth Gardere
4
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Fee Application [Docket No. 879 at Ex. B], (collectively, the “Fully-Unpaid Gardere Fee
Applications”) are PARTIALLY GRANTED.

Therefore, it is further ORDERED, ADJUDGED, and DECREED that the
Receiver Peter S. Vogel, and his agents or representatives, are to pay (as soon as
practicable) Gardere $207,133.32 (75% of the amount requested in the Fully-Unpaid
Gardere Fee Applications) using the Sale Proceeds, Revenue Surplus, and (to the extent
necessary) Cash-On-Hand, as follows:

e $94,715.31 pursuant to The Receiver’s Fourteenth Gardere Fee Application
[Docket No. 840 at Ex. DJ;

o $24,449.99 pursuant to The Receiver’s Fifteenth Gardere Fee Application
[Docket No. 853 at Ex. B];

o $46,743.45 pursuant to The Receiver’s Sixteenth Gardere Fee Application
[Docket No. 877 at Ex. B]; and

e $38,179.58 pursuant to The Receiver’s Seventeenth Gardere Fee
Application. [Docket No. 879 at Ex. B.]

Therefore, the Receiver Peter S. Vogel, and his agents or representatives, are
ORDERED to pay (as soon as practicable) Gardere a total amount of $207,133.32. At the
conclusion of the Receivership, the Court will reconsider whether there are sufficient
funds to pay the remaining 25% of the requested fees.

F. Damon Nelson’s Fee Applications.

It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s Ninth
Application for Reimbursement of Fees Incurred by Damon Nelson [Docket No. 700 at
Ex. A], The Receiver’s Tenth Application for Reimbursement of Fees Incurred by Damon

Nelson [Docket No. 713 at Ex. C], The Receiver’s Eleventh Application for
5
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Reimbursement of Fees Incurred by Damon Nelson [Docket No. 750 at Ex. C], The
Receiver’s Twelfth Application for Reimbursement of Fees Incurred by Damon Nelson
[Docket No. 781 at Ex. C], The Receiver’s Thirteenth Application for Reimbursement of
Fees Incurred by Damon Nelson [Docket No. 828 at Ex. B], The Receiver’s Fourteenth
Application for Reimbursement of Fees Incurred by Damon Nelson [Docket No. 840 at
Ex. E], and The Receiver’s Fifteenth Application for Reimbursement of Fees Incurred by
Damon Nelson [Docket No. 879 at Ex. C], (collectively, the “Nelson Fee Applications”)
are GRANTED IN FULL.
Therefore, it is further ORDERED, ADJUDGED, and DECREED that the
Receiver Peter S. Vogel, and his agents or representatives, are to pay (as soon as
practicable) Damon Nelson $113,850.00 (the total amount requested in the Nelson Fee
Applications) using the Sale Proceeds, Revenue Surplus, and (to the extent necessary)
Cash-On-Hand, as follows:
) $15,100.00 pursuant to The Receiver’s Ninth Application for
Reimbursement of Fees Incurred by Damon Nelson [Docket No. 700 at Ex.
Al

o $13,225.00 pursuant to The Receiver’s Tenth Application for
Reimbursement of Fees Incurred by Damon Nelson [Docket No. 713 at Ex.
Cl;

J $14,050.00 pursuant to The Receiver’s Eleventh Application for
Reimbursement of Fees Incurred by Damon Nelson [Docket No. 750 at Ex.
CI;

J $13,600.00 pursuant to The Receiver’s Twelfth Application for

Reimbursement of Fees Incurred by Damon Nelson [Docket No. 781 at Ex.
Cl;
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J $13,325.00 pursuant to The Receiver’s Thirteenth Application for
Reimbursement of Fees Incurred by Damon Nelson [Docket No. 828 at Ex.
BI;

J $15,575.00 pursuant to The Receiver’s Fourteenth Application for
Reimbursement of Fees Incurred by Damon Nelson [Docket No. 840 at Ex.
E]; and

) $28,975.00 pursuant to The Receiver’s Fifteenth Application for

Reimbursement of Fees Incurred by Damon Nelson. [Docket No. 879 at
Ex. C.]

G.  James Eckels’ Fee Applications.

It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s Sixth
Eckels Fee Application [Docket No. 840 at Ex. B] and The Receiver’s Seventh Eckels
Fee Application [Docket No. 879 at Ex. D], (collectively, the “Eckels Fee Applications™)
are GRANTED IN FULL.

Therefore, it is further ORDERED, ADJUDGED, and DECREED that the
Receiver Peter S. Vogel, and his agents or representatives, are to pay (as soon as
practicable) James Eckels $21,662.50 (the total amount requested in the Eckels Fee
Applications) using the Sale Proceeds, Revenue Surplus, and (to the extent necessary)
Cash-On-Hand, as follows:

J $16,187.50 pursuant to The Receiver’s Sixth Eckels Fee Application
[Docket No. 840 at Ex. B]; and

. $5,475.00 pursuant to The Receiver’s Seventh Eckels Fee Application
[Docket No. 879 at Ex. D]

H.  Joshua Cox’s Fee Applications.
It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s

Twelfth Cox Fee Application [Docket No. 701 at Ex. A], The Receiver’s Thirteenth Cox

7
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Fee Application [Docket No. 771 at Ex. B], The Receiver’s Fourteenth Cox Fee
Application [Docket No. 798 at Ex. A], The Receiver’s Fifteenth Cox Fee Application
[Docket No. 840 at Ex. A], and The Receiver’s Sixteenth Cox Fee Application [Docket
No. 879 at Ex. E], (collectively, the “Cox Fee Applications”) are GRANTED IN FULL.

Therefore, it is further ORDERED, ADJUDGED, and DECREED that the
Receiver Peter S. Vogel, and his agents or representatives, are to pay (as soon as
practicable) Josh Cox $32,487.21 (the total amount requested in the Cox Fee
Applications) using the Sale Proceeds, Revenue Surplus, and (to the extent necessary)
Cash-On-Hand, as follows:

o $6,656.25 pursuant to The Receiver’s Twelfth Cox Fee Application [Docket
No. 701 at Ex. A];

. $9,187.50 pursuant to The Receiver’s Thirteenth Cox Fee Application
[Docket No. 771 at Ex. B];

J $6,406.71 pursuant to The Receiver’s Fourteenth Cox Fee Application
[Docket No. 798 at Ex. A];

. $6,072.50 pursuant to The Receiver’s Fifteenth Cox Fee Application
[Docket No. 840 at Ex. A]; and

J $4,164.25 pursuant to The Receiver’s Sixteenth Cox Fee Application.
[Docket No. 879 at Ex. E.]

l. Grant Thornton’s Fee Applications.

It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s Second
Grant Thornton Fee Application [Docket No. 648 at Ex. C], The Receiver’s Third Grant
Thornton Fee Application [Docket No. 658 at Ex. B], The Receiver’s Fourth Grant

Thornton Fee Application [Docket No. 687 at Ex. A], The Receiver’s Fifth Grant
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Thornton Fee Application [Docket No. 725 at Ex. B], The Receiver’s Sixth Grant

Thornton Fee Application [Docket No. 828 at Ex. A], and The Receiver’s Seventh Grant

Thornton Fee Application [Docket No. 879 at Ex. F], (collectively, the “Grant Thornton

Fee Applications”) are GRANTED IN FULL.

Therefore, it is further ORDERED, ADJUDGED, and DECREED that the

Receiver Peter S. Vogel, and his agents or representatives, are to pay (as soon as

practicable) Grant Thornton LLP $58,628.63 (the total amount requested in the Grant

Thornton Fee Applications) using the Sale Proceeds, Revenue Surplus, and (to the extent

necessary) Cash-On-Hand, as follows:

$6,406.11 pursuant to The Receiver’s Second Grant Thornton Fee
Application [Docket No. 648 at Ex. C];

$8,387.26 pursuant to The Receiver’s Third Grant Thornton Fee
Application [Docket No. 658 at Ex. B];

$5,365.14 pursuant to The Receiver’s Fourth Grant Thornton Fee
Application [Docket No. 687 at Ex. A];

$1,142.25 pursuant to The Receiver’s Fifth Grant Thornton Fee Application
[Docket No. 725 at Ex. B];

$9,608.88 pursuant to The Receiver’s Sixth Grant Thornton Fee
Application [Docket No. 828 at Ex. A]; and

$27,718.99 pursuant to The Receiver’s Seventh Grant Thornton Fee
Application. [Docket No. 879 at Ex. F.]
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J. David C. Skinner, LLC’s Fee Application.

It is further ORDERED, ADJUDGED, and DECREED that The Receiver’s Third
Local Counsel Fee Application [Docket No. 725 at Ex. A] (the *“Skinner Fee
Application”) is GRANTED IN FULL.

Therefore, it is further ORDERED, ADJUDGED, and DECREED that the
Receiver Peter S. Vogel, and his agents or representatives, are to pay (as soon as
practicable) David C. Skinner, LLC $1,417.50 (the total amount requested in the Skinner
Fee Application) using the Sale Proceeds, Revenue Surplus, and (to the extent necessary)
Cash-On-Hand.

Finally, it is FURTHER ORDERED that the Receiver immediately withdraw the
pending motions in the Fifth Circuit that relate to the instant order.

IT IS SO ORDERED.

SIGNED this 3rd day of May, 2012.

RoyAl Furé!son J

Senior United States District Judge

10
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

NETSPHERE, INC., §
MANILA INDUSTRIES, INC., AND
MUNISH KRISHAN

V. CIVIL ACTION NO. 3:09-CV-0988-F

§

§

§

PLAINTIFFS, 8§
§

§

§

JEFFREY BARON AND 8§
ONDOVA LIMITED COMPANY, 8§
§

DEFENDANTS. 8§

THE RECEIVER’S MOTION TO RELEASE RECEIVER FROM OBLI GATION
OF FILING TAX RETURNS FOR CERTAIN RECEIVERSHIP PART IES!

The Receiver determined that certain of the Recslwp Parties might need to file
separate tax returns, depending on certain infooma the sole possession of Mr. Baron. The
Receiver asked Mr. Baron and his personal attor@ayy Schepps, to provide the Receiver with
that information, but they have refused. The Remeitherefore, cannot determine whether he
needs to file separate tax returns for those Rersip Parties (let alone what financial
information to include in those returns), and hehgrefore, not planning on filing the separate

returns. The Receiver seeks an order releasindgrbimthe obligation of filing such tax returns.

! Pursuant to this Court®rder Directing Parties to File Pending Motions with the U.S. Court of Appeals
for the Fifth Circuit [Docket No. 616], the Receiver previously filedstimotion with the United States Court of
Appeals for the Fifth Circuit on April 13, 2012 &HFifth Circuit Motion”). [See Docket No. 863 at Ex. B.] On
April 26, 2012, Mr. Baron filed a response to th&hCircuit Motion, a true and correct copy of whiis attached
hereto as Exhibit 7. At a hearing on April 23, 20this Court requested that the Receiver redffiiegresent motion
on this Court’'s docket. Accordingly, the Receipegesents this motion for this Court’s consideratidio the extent
this Court grants this motion, the Receiver willthwdraw the Fifth Circuit Motion so as to avoid degping
requests for relief pending before two differentints.
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A. The Receiver Determines He Needs Certain Missingformation.

As part of his duties as the Receiver, Mr. Vogeitlfwthe assistance of his designated
accounting firm, Grant Thornton, LLP (“Grant Thaont) [see Docket No. 313]), manages tax
issues for all Receivership Parties—except thatB&ron, upon his own motion, is responsible
for filing his own tax return. [Docket No. 442.]

With that in mind, Grant Thornton tried to determiwhether the Receiver should file
separate tax returns for The Village Trust, NovanBd.LC, and Quantec, LLC (as opposed to
having those entities included in Mr. Baron’s oweturn) for the 2011 tax yearGrant Thornton
detailed its conclusions in a memorandum (the “Memdum”). (Exhibit 1.) In essence, the
Memorandum concluded that Grant Thornton would naéditional information in order to
determine whether to advise the Receiver to filgasse tax returns for The Village Trust and
the LLCs (the “Missing Information™. (Id.) The Receiver asked Mr. Baron (through Mr.
Schepps) to supply the Missing Informatiohd.X
B. Mr. Schepps Will Not Provide the Missing Informaion.

On April 1, 2012, Mr. Schepps informed the Receitleat he does not represent Mr.
Baron regarding “tax issues” (the “Non-Represeatatietter”). (Exhibit 2.) The Receiver
responded to Mr. Schepps that, notwithstandingspéeific role as Mr. Baron’s counsel, to the
extent Mr. Schepps has the Missing Informationphust provide it to the Receiver. (Exhibit 3.)

In response, Mr. Schepps claimed not to have thssikty Information. (Exhibit 4.) Mr.

2 Novo Point, LLC and Quantec, LLC shall be referredhereinafter as the “LLCs.”

% So, the Receiver prepared—and Grant Thornton wedeand approved—financial statements for the
2011 tax year for The Village Trust and the LLGse(t'Financial Statements”). Sée Exhibit 1.) The Receiver
provided the Financial Statements to Mr. Baron glaith the Memorandum.id.)

THE RECEIVER’S MOTION TO RELEASE RECEIVER FROM OBLI GATION
OF FILING TAX RETURNS FOR CERTAIN RECEIVERSHIP PART IES 2
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Schepps then went on to accuse the Receiver andthirt of committing criminal misconduct
and announced this CourGrder Appointing Receiver is comparable to “toilet paper.1d)
C. Mr. Baron Will Not Provide the Missing Informati on.

As a result of the Non-Representation Letter, teedR®er asked Mr. Baron (directly) to
provide the Receiver with the Missing Informatio(Exhibit 5) Mr. Baron did not respond to
the Receiver's request and, instead, demanded thigatReceiver send Mr. Baron money.
(Exhibit 6.)

D. Lacking the Missing Information, the Receiver Canot Make Necessary Tax
Determinations and Filings.

Because the Receiver has not received the Missiiognhation from Messrs. Schepps or
Baron, the Receiver is unable to determine whetieiReceiver should file separate tax returns
for The Village Trust and the LLCs. Furthermoreem if the Receiver were to attempt to file
the separate tax returns for The Village Trust #red LLCs, lacking the Missing Information
would make it impossible to complete the returnsuaately. Thus, the Receiver will not file
anything on behalf of The Village Trust and the I<Lf6r the 2011 tax yeér.

E. Relief Requested.
The Receiver seeks an order releasing the Reckomrany obligation to file separate

tax returns for The Village Trust and the LLCs floe tax year ending December 31, 2011.

* This is not the first time Mr. Baron’s refusalfoovide the Receiver with necessary tax informatibast
year, in April 2011, the Receiver intended to fiteir separate versions of Form 7004 with both th8.Unternal
Revenue Service and the U.S. Virgin Islands Burefalnternal Revenue on behalf of Receivership Barfihe
Village Trust, Daystar Trust, Belton Trust, and Bb@able 3129 Trust (the “Baron Form 7004s'$egDocket No.
447.] Similar to the present circumstances, Gidmrnton advised the Receiver in 2011 that it lalcgertain key
information necessary for accurate completion ef Baron Form 7004s and, accordingly, recommendédilimy
the Baron Form 7004s.1d] On April 18, 2011, this Court issued an ordenfaoning the propriety of the
Receiver’s decision not to file the Baron Form 790ds a result of Jeffrey Baron’s refusal to previtle Receiver
with the information that is necessary for the aateicompletion of tax forms.” [Docket No. 459.]

THE RECEIVER’S MOTION TO RELEASE RECEIVER FROM OBLI GATION
OF FILING TAX RETURNS FOR CERTAIN RECEIVERSHIP PART IES 3
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Respectfully submitted,

/s/ Barry M. Golden

Barry M. Golden

Texas Bar No. 24002149
Peter L. Loh

Texas Bar No. 24036982
GARDERE WYNNE SEWELL LLP
3000 Thanksgiving Tower
1601 Elm Street

Dallas, Texas 75201

Tel: 214- 999-3000

Fax: 214-855-4667

E-mail: bgolden@gardere.com
E-mail: ploh@gardere.com

Counsel for Peter S. Vogel, Receiver

CERTIFICATE OF SERVICE

| hereby certify that a true and correct copyhef toregoing document was served via the
Court’s ECF system on all counsel of record on Apr| 2012.

/s/ Peter L. Loh
Peter L. Loh

CERTIFICATE OF CONFERENCE

The undersigned hereby certifies that he attemfezbnfer via email with counsel for
Jeff Baron on April 13, 2012. The undersigned mid receive a response. Thus, the Receiver
presents this motion to the Court for its consitiena

/s/ Peter L. Loh
Peter L. Loh

THE RECEIVER’S MOTION TO RELEASE RECEIVER FROM OBLI GATION
OF FILING TAX RETURNS FOR CERTAIN RECEIVERSHIP PART IES 4
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|

GARDERE

attorneys and counselors & www.gardere.com

Peter L. Loh

Telephone: 214.999.4391
Direct Fax; 214.999.3391
ploh@gardere.com

March 30, 2012

Mr. Gary N. Schepps Via Email & Regular Mail
5400 LBJ Freeway, Suite 1200
Dallas, TX 75240

Re:  Netsphere, Inc., et al. v. Jeffrey Baron, et al.;

Civil Action No. 3:09-cv-0988, U.S. District Court, Northern District of Texas, Dallas
Division: Information concerning Mr. Baron’s personal tax return for the 2011 tax year.

Dear Mt. Schepps (as counsel to Jeffrey Baron):

On behalf of the Receiver, I am writing with respect to tax returns for the year 2011 to be
prepared and filed by Mr. Baron, and additional tax returns for the year 2011 to be prepared and
filed by the Receiver:

A. Tax Returns for the Year 2011 to be Prepared and Filed by Mr. Baron.

1. Information the Receiver is providing to Mr. Baron.

If you recall, pursuant to the Court’s Order Regarding Emergency Motion for
Leave to File Motion to Stay Order to Disclose Attorney-Client Material dated
April 7, 2011, Mr. Baren is responsible for the preparation and filing of his own
personal tax returns. [Docket No. 442.} To facilitate Mr. Baron’s preparation and
filing of his own personal tax returns, L am enclosing with this correspondence
two documents:

° The first document is an Opinion Letter from the accounting firm of Grant
Thornton LLP (the “Grant Thornton Letter”). The Grant Thornton Letter
concludes, among other things (and note that I am merely paraphrasing
here—you should review the Grant Thornton Letter in its entirety), that
Mr. Baron should report not only his own personal income and expenses,
but also the income and expenses of (1) The Village Trust (because of its
status as a grantor trust), and (2) Novo Point, LLC’s and Quantec, LLC’s
(collectively, the “LLCs”) (because their income and expenses flow
through to The Village Trust).

GARDERE WYRNNE SEWELL LLP
3000 Thanksgiving ‘Tower, 1601 Elm Streer, Dallas, Texas 75201-4761 » 214,999.3000 Phone = 214.999.4667 Fax

Austin & Dallas » Houston = Mexico City
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Mr. Gary N. Schepps
March 30, 2012
Page 2

] The second document is a statement reflecting the 2011 income and
expenses for The Village Trust and the LLCs (the “Financial Statements”).

Before relying on the Grant Thornton Letter or the Financial Statements,
however, please read the Grant Thornton Letter carefully, as well as the section
below setting forth issues relating to the accuracy of the Financial Statements.

2 Information the Receiver is requesting from Mr. Baron.

Please note that the Receiver has attempted to classify all transactions
characterized in the Financial Statements to the best of his ability during the year
ending December 31, 2011 or other period as applicable. There is, however,
information that the Receiver is missing. Because certain categories of items and
their corresponding balances shown on the Financial Statements existed prior to
the Receiver’s appointment, the Receiver, to date, has been unable to complete a
thorough investigation of such items and, thus, cannot make any representation on
the existence or valuation of such items. Thus, thete can be no assurance that the
Financial Statements as a whole fairly present, materially or otherwise, the
financial position of the applicable entities. Further, there is no assurance that the
information on the Financial Statements pre-dating the Receiver’s appointment
was prepared in conformity with, or presented according to, generally accepted
accounting prineiples, is fit for any particular purpose, or been subject to any
audit, review or compilation procedures of any kind prepared by an external
accounting firm. In short, as set forth in this paragraph, there might be
information that the Receiver is missing that, if the Receiver were to obtain, might
cause Grant Thornton to modify the Grant Thornton Leter or the Receiver to
modify the Financial Statement (the “Missing Information for Mr. Baron’s Own
Return”), Accordingly, the Receiver makes the following requests:

» Please immediately provide the Receiver with all of the Missing
Information for Mr. Baron’s Own Return within Mr. Baron’s possession,
custody, or control.

. Tor any of the Missing Information for Mr. Baron’s Own Return of which
Mr. Baron is aware but which is outside of Mr. Baron’s possession,
custody, ot control, please immediately provide the Receiver with the all
information necessary for the Receiver to obtain the Missing Information
(e.g., substance of the Missing Information for Mr. Baron’s Own Return;
location of the Missing Information for Mr. Baron’s Own Return;
identities of individuals with possession, custody, or control over the
Missing Information for Mr, Baron’s Own Return, ete.).
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Mr. Gary N, Schepps
March 30, 2012
Page 2

B. Tax Returns for the Year 2011 to be Prepared and Filed by the Receiver.

According to the Grant Thornton Letter, the Receiver might need to file separate tax
filings for The Village Trust and the LLC (in addition to Mr, Baron’s personal tax return
that should, in Grant Thornton’s opinion, report the income and expenses of The Village
Trust and the LLCs). However, the Receiver lacks the information necessary to
determine if such additional filings are required. This information, at a minimum,
consists of confirmation as to whether the LLCs have ever elected to be “disregarded
entities” under the Internal Revenue Code (the “Missing Information”). In short, as set
forth in this paragraph, there might be information that the Receiver is missing that, if the
Receiver were to obtain, might assist the Receiver in the preparation of tax returns for
other Receivership Parties (the “Missing Information for Other Receiver Parties’
Returns”). Accordingly, the Receiver makes the following requests:

o Please immediately provide the Receiver with all of the Missing Information for
Other Receiver Parties’ Returns within Mr, Baron’s possession, custody, or
control.

. For any of the Missing Information for Other Receiver Parties’ Returns of which

Mr. Baron is aware but which is outside of Mr. Baron’s possession, custody, or
control, please immediately provide the Receiver with the all information
necessaty for the Receiver to obtain the Missing Information for Other Receiver
Parties’ Returns (e.g., substance of the Missing Information for Other Receiver
Parties’ Returns; location of the Missing Information for Other Receiver Parties’
Retutns; identities of individuals with possession, custody, or control over the
Missing Information for Other Receiver Parties” Returns, etc.).

Please let me know if you have any questions.
A -

Sincerely
j? v
X/ /.

PLL/kp
2227307.2
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O GrantThornton

Granl Thornlen LLP

US member of Granl Thomton Intemational
1717 Maln Strest, Ste. 1500

Dallas, TX 752014667

T 214 661 2591

F 214 661 2370

mark.thome@us.gl.com
www.granithornton.com

Memorandum
To: The Files of the Jeff Baron Receivership
Fron:  Mark Thotne

Date:  3/6/12

Rer Filing Requitements for the Receivership of Jeff Baron

FACTS

Grant Thornton, LLP, (“Grant” or “Grant Thotnton”) has been engaged to assist the Receivership of Jeff
Baron (“Receivership”) with certain U.S. tax questions. Most recently, Grant has been requested to
comment on the U.S. filing requitements of the Receivership parties in general, and in respect to the
Village Trust and those entities rolling up into the Village Trust in specific, namely Quantec, LLC and
Novo Point, LLC.

To date, Jeff Baton and other certain parties subject to the Receivership Order have declined to cooperate
with the Receivership, Accordingly, Grant has not been able to review sufficient evidence to
independently verify certain facts.

Michelle Rosenblatt and Elizabeth Morgan (nee Elizabeth Morgan Schutig), formetly of Schutig Jetel
Beckett Tackett, and now of its successot law firm, Morgan Adler Buxton Jetel, are former advisors of Jeff
Baton, et. al. They have identified The Village Trust, (“Village Trust”), a Coolk Islands trust, as being
classified as 2 Grantor Trust for U.S, fedetal income tax purposes.

Although Grant has been unable to independently verify classification of the Trust, Gtant has been
requested to discuss the filing requirements of the parties based on the assumption that the Village Trust

is, indeed, a Gtantot Trust,

It is our understanding that Jeff Baron is both the Grantor and sole beneficiary of the Village Trust.
ISSUES

If the Village Trust is a foreign grantot trust, what ate the US filing requirements for the Village T'rust, and

for its two immediate foreign subsidiaries, Novo Point, LLC and Quantec, LLC?

CONCLUSION

Copyrlght 2008 Grant Tharmton LLP, All ights reserved.
U.S. member firm of Grant Thornlon Internalional Lid
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@ Grant Thornton ?

Mr. Jeff Baron, individually, should be responsible for filing any and all US. filings required for the Village
Trust based on the tepresentations of Me, Baron's formet advisors, The Village Trust return is due to be
filed with Mr. Baton’s individual return, Similarly, information returns for Quantec LLC and Novo Point
LLC are requited to be prepared and filed by Mr. Baron as pact of his individual teturn, regardless of their
status as either corporate entities ov entities disregarded as being separate from their owner (foreign
cotporations and foreign DREs would have different filings, but a filing would still be required in cither

casc).

Thete is a possibility of additional returns being required for Quantee LLC and Nove Point LLC.
Although Grant dots not have sulficient information to determine whether such a filing requirement
exists due to Mr, Baron’s refusal to cooperate, if Quantec, 1L1.C, and Novo Point, LLC ave corporate
entities for US federal income tax putposes, and if, aftet a review of all facts and circumstances, Quantec
1LC and Novo Point LL.C wete deemed to have a US trade or business!, then the Receivership would
need to file a Form 1120-F for these entities. At this time, Grant is not aware of any such filing having
been made in prios years. The filing of a Form 1120-F would not relieve Me. Baron of his requirement to
file an information return for Quantec LLC ot Novo Point LLC with his tndividual return.

DISCUSSION

1ny general, IRC See, (048 requites that certain information to be fAled on behalf of foreipn trusts having
specified contacts with the US. Briefly, there are three types of contacts with the US that would trigget
these requitements: a US teade or business, a US grantor, or 4 US beneficiary. "The Village Trust does not
appear to have any US trade or business, and fusther discussion of this scenario is beyond the scope of this
memotandum,

The next element of the analysis is to determinc whether the foreign trust qualifies as a “grantor trust”
undet IRC Scc. 671-679, Generally speaking, a foreign prantor trust is disregatded as being separate from
its US grantor, and all of its items of income and expense will be repotted on the US grantor’s tax return.
Alternately, if the foreign trust is not a grantor trust, then its existence is respected and each of the grantor
and the beneficiary are subject to requirements to file information returns with slightly different content.

The pertinent parts of IRC Sec. 671 essentially state that if a grantor or other person is treated as an ownet
of any portion of a trust ideantified in IRC Sec. 671 through See. 679, then that person will recognize such
items of income, deductions or credits of the trust as are related to their ownership, This position is
futther strenpgthened by case law.2

IRC Sec. 679 in particular deals with foreign grantor trusts. Paraphrased, IRC Sec. 679 taxes the grantor as
the ownet of the foreign trust if he meets four requirements: the grantor is 2 US petson, the transferor
imakes 2 direct ot indirect transfer to the wust, the trust is foreign, and the trust has a US beneficiaty. In
the case of the Village Trust, Jeff Baron appears to meet all of the salient points.

In conjunction with certain changes to IRC Sec. 679 regarding foreign prantor trusts under the Taxpayer
Relief Act of 1997, the IRS also published Notice 97-34 to pravide additional guidance. Essentially, the
celevaat parts of the Notice reiterate the required information teporting under TRC Sec. 6048, and also
refets to the (at the time) newly tevised Forms 3520, and 3520-A

I A5 noted in the Discussion section below, the definition of a US trade or business for federal income tax
gurposes is heavily based on a facts and circumstances analysis.

See Madorin v. Comm’r, 84 T.C. 667 (1985). See also Rev. Rul. 85-13, 1985-1 C.B. 184, Rev. Rul. 87-61,
1987-2 C.B. 219, and Rev. Rul. 2004-86,2004-33 LR.B. 191 for additional guidauce.
* 1997-1C.B. 422,

Grant Thornton LLP
U.S. member firm of Gran! Thornlon Internalional Lid
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0 Grant Thornton L

The insteuctions for Form 3520-A, Annual Information Return of a Foreign Trust with a U.S. Owner
provide additional clarity. In the “Who Must File” section of the instructions for Form 3520-A, it states:

A foreign trust with a US ownet must file Form 3520-A in otder for the US owner to satisfy its
annual information reporting requirements undet section 6048(b). Each US person treated as an
owner of any pottion of a foreign trust under section 671 thtough 679 is responsible for ensuring
that the foreign trust files Form 3520-A and [urnishes the required annual statements to its US
ownets and US beneficiarics.

%y

Grantor Trust
A grantot trust is any trust to the extent that the assets of the trust are treated as owned by a
person other than the trust. Sce the grantor trust rules in sections 671 through 679 [of the TRC].

As noted in the facts section above, Grant has been unable to independently vetify the status of the Village
Trust. Grant has been asked by the teceiver to assume that the Village Trust is a Grantor Trust, and to

comment accordingly.

Undet the assumption that the Village Trust is a grantor trust, the open elements to be shown are:

1) Village Trust is a foreign trust
2) The grantor is a US person; and
3) The heneficiaty is a US person.

After discussion with the attorneys for the Receiver and discussions with the former advisors, Morgan and
Rosenblatt, Grant has been requested to assume that the Village Trust is a foreign trust; the entity is
ptesumed to be a validly formed and existing trust, organized in the Cook Islands.

Jeff Baron is, to the best of out knowledge, both the beneficiaty and the grantor for the Village Trust. Mr.
Baron is also, to the best of our knowledge, a US citizen and resident.

By default, since we ate assuming the Village Trust is a gtantor trust, the Village Trust will be deemed to
be owned by its grantor and beneficiary, Jeff Baron. Accordingly, Jeff Baron will be required to file a
Form 3520-A, and report the assets, incone, liabilities, expenses, and credits of the trust on his personal
teturn.t Note, this Fottn is a filing requirement for the individualiowner to satisly his infosmational filing
requirements, and it is not a requirement of the foreign trust itself. Tt will be signed by Jeff Baron, not the
Village Trust, as will Jeff’s personal income tax retutn,

To the extent that there are other foreign entities under the Village Trust, these entities will be reported as
if the Village Trust does not exist. Thus, the income, expense, and credits of any low-through eniity held
directly by the Village Trust will toll to the US sharcholder (Jeff Baron) and will be reported on the
approptiate information return. Alternately, if there is a foreign corporate holding under the Village T'rust,
the entity will report as controlled foreign cotporation held by Jeff Baron individually. Hither Fotm 5471
Information Returns of U.S. Persons with Respect to Certain Foreign Corporations, Form 8865 Return of
US Persons with Respect to Foreign Partnerships, ot Form 8858 Information Return of US Persons with
Respect to Foreign Distegarded Entities will apply. In each case, the U.S, shareholder, M. Jeff Baton, is
re§potlsib1c for filing the return to report the income in these foreign holdings.

4 Jeff Baron holds the Village Trust directly, and not through any other entities of which Grant is aware,

Grant Thornton LLP
U.S. member firm of Grant Thornton Internatlonsl Lid
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@ GrantThornton ¢

Mt. Baron has not provided the Receivership sufficient information for Grant to provide an independent
assessment of the individual entities under the Village Trust. Howevet, while Grant is unable to detegmine
whethet the individual entities in question are disregarded (“DREs”), partnerships, or corpotation, the
filing requitement still falls to Mr, Baron individually. Thus, for Quantee, LLC and Novo Point, LLC,
regardless of their classification as a DRE, controlled foreign corporatlon or partnership?, jeff Baron
personally would still beat the US filing responsibility for these entities.

The sole potential exception whereby one of these foreign entities might have its own filing requitement is
in the instance that they have a US trade or business, T'o date, there are no such US trades or businesses
of which Grant has been made aware. However, if Quantec LLLC or Novo Point LI.C were controlled
foreign corporations (“CFCs”), and if the receiver-appointed manager were deemed to be a dependent
agent, it is possible that these entitics might be deemed to have a2 US trade ot business and be required to
File Form 1120-F, US Income Tax Return of a Foreign Cotporation. Altetnately, if Quantec LLC and
Novo Point LLC have elected to be DREs rather than corporations, thete would be no such requirement
to file Form 1120-F as all of the income, deduction, and credits of these entities would be repotted on M.

Baron’s individual return.

The analysis and determination of whether an cntity has a US trade or business is heavily based on facts
and circumstances. As noted above, Grant has not received sufficient information to conclude as to the
status of the entities in question, ot sufficient information to develop a facts and circumnstances analysis to
see if there was 4 US trade or business. To make this determination, at the very least Grant would need a
copy of a valid previously-filed and approved Form 8832 Entity Classification Election for Novo Point
LLC and Quantec I.I.C, Grant has not received any such Form from the Receiver, M, Baron’s former tax
advisors, i.e. Ms. Morgan, or Mr. Baron, Furthet, in the event that an 1120-F was tequired, Grant does
not have enough information to file a sufficiently complete Form 1120-F undet the paid preparer
standards such that Grant would be able to file the retugn.6

As M, Baron has declined to provide sufficient information for the Receivership to file an annual income
tax return on his behalf in prior years, the court previously granted a motion to sever the filing
requirement of Mr, Baron’s individual return from the responsibilities of the Reccivership and place the
burden back on Mr. Baron.

Accordingly, to assist Mt. Bacon in the preparation of his taxes, the Receivership is providing M. Baton
with copies of the statements of income and expense, and balance sheets of all of Quantec, LLC and
Novo Point LLC, in addition to such information as the Receivership has available in tegards to items of
income and expense ﬂowmg into the trust.

Mr. Baron, individually, will be tesponsible for making the determination of his filing requirements and
will be required to file such Form or Fotms as needed,

Circular 230 Disclosure

This memorandum addresses certain US federal income tax issues only and does not addtess any
state, local, or other foreign tax issues, Our discussion is based on the Internal Revenue Code of

* With the Settlement Agreement in place, there is no evidence that either Quantec L.LC or Novo Point LL.C has a
second owner such that they would qualify as a partnership, Absent some kind of nominee partner, these entities
will likely be either DREs or CFCs.

% In order to complete Form 1120-F, Grant would need (among other things) complete information on income
and asset sourcing, the structure and financial information of any additional entities that are owned or partially
owned by Quantec LLC and Novo Point LLC, as well as a complete list of any and all intercompany
transactions. To date, Grant has only been able to gather the partial information available from the Receivership
and Ms, Morgar. Mr. Baron has not provided any such information,

Grant Thornion LLP
U.S. member firm of Grant Thornlon Internallonal Lid
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o GrantThornton 5

1986, as amended, the Treasury Regulations promulgated thereunder, and other relevant
authorities. These authorities are all subject to change, and such change could have retroactive
effect. Any such changes could thus have an effect on the validity of ouz conclusions, Unless
specifically requested, we will not update this Memoranduin for subsequent changes or
modifications to these authorities, Further, this memorandum is based on our interpretation of
these authotities; another knowledgeable pacty (such as the IRS or a court heating the same facts)

might reach different conclusions.

The advice expressed in the Memotandum is hot an opinion as to the tax consequences of the
transaction. We would need to perform a mote thorough review and analysis befote we could

tendet an opinion.

Our conclusions are limited to the issues addressed in this Memorandum, and ate based on facts,
assumptions, documents and representations we have received from you, and on any assumptions
stated herein. We have neithet independently investigated nor verified these facts,
teptesentations, and assumptions, although we have considered their teasonableness. If any of
the facts, reptesentations or assumptions reflected in this Memosandum are not accutate, out

conclusions are not applicable.

In accordance with applicable professional regulations, please understand that, unless expressly
stated otherwise, any written advice contained in, forwarded with, ot attached to this document is
not intended or written by Grant Thornton LLP to be used, and cannot be used, by any person for
the putpose of avoiding any penalties that may be imposed under the Internal Revenue Code.

Grant Thomton LLP
U.S. membar firm of Granl Thornton Inlernalional Lid
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00511851414 Page

Document

12-10489

Case:
Case 3

The Village Trust iIncome and Expenses for 2011

= . TransactionLype Gt e S D it e s e [ O Balieee
~ ._u: 11 Beginning Balance $100.00 $100.00
S-Jan-11 Wire $15.000.00 $15.1€0.00

5-Jan-11 Wire $6.449.21 $21.549.21

13-Jan-11 Fees & Sve Ches $21.532.71
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SETUE TU8-Febiln| = T TREWIre e S $32,840.94
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A-Mar-11 Wire $10.725.86 $43.535.80
7-Mar-11 Wire $18.000.00 $61.533.80
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$76517.30

i f
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T Wire|

_ S

3%@3 $105.683.27

e e KEEEE R P S ma &mé iCheslin 32 = . $105,650.27
5-Mav-11 Wire m: 185 80 $120.136.16
11-Mav-11 Wire $19.217.65 £100,918.47
11-Mav-1] Wire $12.475.00 $88.443.47
11-Mav-11 Wire $5.000.00 $83.443.47
10-May-11 Wire $50.000.00 $33.443 .47
12-May-11 Fees & Sve Ches $33.00 $33.410.47
e hunsil S e Wire B s TeE0sEIlE - e S T S SSATI6R4
= A 13due-11 oS & SVE Chins| 28 el s an [Iweo i, i |5, ot 003 SN s1.676:29
1-Jul-11 Wire $13.000.00 $36.616.24
S-Jui-11 Wire $9.462.46) $66.078.70
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14-Sep-11 Fees & Svec Chgs $16.50 S125430.78
19-Sep-11 Check no. 9001 $5.000.00 $120.430.78
19-Sen-11 Check no. 9003 $5.,060.00 $115.430.78
21-Sep-11 Check no. 9006 $358.90 $115.071.88
23-Sep-11 Check no. 5004 $972.84 5114.065.04
23-Sep-11 Check no. 9005 $163.78 $1153,933.26
SR Lo Wikl e e L S1431018.60
3-Oat-11} Lis. T $158.018.60
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Case: 12-10489

Tl ETeanadtion hype e |t ain s S Gredit i e | SIE T I Debithes W [SESC Se S Balmce e e T
TNov-11 Check no. 1001 $5.000.00 $153.002.10
14-Nov-11 Check no. 5007 $5.000.00 £148.002.10
14-Nov-11 Fees & Sve Ches) $33.0 $147.969.10
i6-Nov-11 nwnnr no. 900g £322.80 $147.146.30
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Dallas #230473242 2



Case: 12-10489 Document: 00511851414 Page: 60 Date Filed: 05/10/2012
Case 3:09-cv-00988-F Document 881-1 Filed 04/27/12 Page 12 of 15 PagelD 46274

2:34 FM QUANTEC.LLC.
03126012 Profit & Loss
Cush Basis January through December 2011
Jan - Bos 11
Ineome
Domain Nama Sules
Sadoe.cam (Commission) 240,00
Sodo.con (Gross) 216500
Total Pomaln Name.Salgs 1,945.00
Fees from Monatizers
Abovasom: - 2,708,597
NarioDAve.com 80,3006.04
New.riat/ Plrstlogk 12,624.35
Parked.¢dm: 11,000.37
Sedo,com Parking Revanua, 160,884 .67
Trallian Pty Lid (Above.com) 4T,608.74
Vantures (Hitfarm.com) 1,355,636.49
Tetal Fous: from Monetizers  1e706m43
Total Income 1,872,618.43
Expense
Bank Faes
Virkbees e 18200
Total Bank Foes 1,082.00
Domnaln Reglstration Fees 1,220,712.46
Leases & Rantalg.
Rent = Trinity Milla Offlce 7,503.80
Total Loases & Rentals 7,603.90
Legal & Prafesslonal 08,698.91
Management Fess 64,5147
Office Expenss {23877
OutsldeSarvices
Appralsals 200.76
Programmor 141,630.00
Tétal Qutslde Services _ _'1a4,B72.75
Total Bxpanse I . 4.

Nat Income ) 108,897 .48

Page 1
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2:30 PM QUANTEC LLC
0312612 Balance Sheet
Gash [ssls Ag of Dacamber 31, 2011

Decdt, 41 Dec3t,10

ASSETS
Current Assots
CheckingiSavings
BEVA Compass Bank 2621421323 _A45BGE BB 208,782:23
Total'Cheoking/Savings 445,080:99  298,782.33
Other Currant Assets
‘Suspgnie, 90530279 809,30278
Total Other.Cyrrent Agsaty 809,327  808,302.79
Total Gurrgnt Assets, 135§2]178 1,208,085.12
TOTAL ASSETS 1,388,271.78  1,200,085.12
LIABILITIES & EQUITY e e R
Llabliities:
Currant Liabilitles
Other Gurrant-Liabliitles
Pueto.Novo-PolntLLC L FpAtas 20.852.67
Total-Othei Curfant Liabllities __B1941.86  20,85267
Total Gurrent Labliities 61,941,885 20,6527
Total Liabllities 61,941.85 20,662.67
Equity
10LA Trust for SUBT -216,764,80 +215,761,06
Members Equity 1,403,104.41 40,180.19
Not Income  105,887.48  1,383,044.22
Total Equity 1 ,29?@_2_9‘ . E? 11 57.@2.45
TOTAL LIABILITIES & EQUITY N .?55.‘2-?1}78 1,208,085.12

Page.1



Case: 12-10489 Document: 00511851414 Page: 62 Date Filed: 05/10/2012
Case 3:09-cv-00988-F Document 881-1 Filed 04/27/12 Page 14 of 15 PagelD 46276

Novo Point, LLC

03/2612 Profit & Loss
January through Descember 2011

Jan - Doac 11
Inoome
Foes from Monatizers
Domaln Name Dynomics - Oversue 2.238.58
Parkad,com 2,394.24
Sedo.com 5,302,42
Ventures (HItFarm.com) 341,600.97
Tolal Feos from Monalizers 351.5456.21
Yotal Incoma 351,645.21
Expanse
Bank Foes 656.00
Ceontraot Services 42,967.73
bomalh Appraleals 5,880.02
Domaln Ragistration 64,474,892
Legal Foes 76,437.09
Managemont Foas 37,278:26
Taotal Expense 207.684:02
Nat lncome 133,860.29

Paga 1
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Novo Polnt, LLC
0326112 Balance Sheet
As of December 31, 2011

Begtt  Dogd, 1o

ASSETS
Current Asgels
Chocking/Savings
Compasa Bank 174,297.82 51,080.69
1OLTA Account - SJBT _15219 ‘___1E?AO
Total Chacking/Savings 174,480.22 B1,273.00
Agcogunis Hecolvable
Accounts Recelvable -Sﬁm -53?.?30-.71
Tolal Accounts Recalvable -589,201.78  -587.730.71
Other Curronl Assols
Account Recelvable - Quasar LL 825.00 0.00
Entity fermation 1,486,668 1,466,606
Loan Recelvablo - Quantes LLC g ;270.051‘89 T z20,768.82
Total Other Clirrent ABsets 272,349.46°  200;205.28
Totdl CurréntAdagts 4441902:05:
Fixed Assots e . §
Domaln Names _BU0H00.00 j
Total Flxed Assets *ﬂa;@gg ;
TOTAL ASSETS 467,637,906  323,777.66
LIABILITIES & EQUITY — .
Liabilities
Current Liabillities
Other Current Liabillities
Due to Biamond Koy LLC 120.780.22  120,760.22
Total Other Gurrent Liabllities 120,760.22  120.760.22
Totsl Currant Liablllties 120,760.22 120,760.22
Total Clabilitiea 120,700.22 120,760,22
Equity
Membera Draw -21,049.47 -21,049:47
Mambers Equity - -376,833:08 -B2 476.00
Uirealized Galn 600,000.00 800,000.00
Not tncomo 13386029 -313457.03
Total Equity 306,677.73  200,017.44
TOTAL LIABILITIES & EQUITY 457,697.98.  323,777.66

Page 1
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BLAKLEY, JOHN DAVID

From: LOH, PETER

Sent: Friday, April 13, 2012 5:02 PM

To: BLAKLEY, JOHN DAVID

Subject: FW: Notice of non-representation

Attachments: Baron--Notice of Non-representation to Vogel.pdf; Letter to Gary Schepps March 30.pdf
Peter L. Loh

214.999.4391 direct

From: Gary Schepps [mailto:legal@schepps.net
Sent: Sunday, April 01, 2012 6:23 PM

To: LOH, PETER

Subject: Notice of non-representation

Peter,

Please find attached correspondence.

Yours truly,

Gary Schepps
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GARY N. SCHEPPS
ATTORNEY & COUNSELOR

DRAWER 670804 TELEPHONE ©72-200-0000
DALLAS, TEXAS 75367 FACSIMILE ©72-200-0535

April 1, 2012

VIA Email to: ploh@gardere.com

Mr. Peter Vogel

c/o Peter Loh

Gardere Wynne Sewell, LLP
1601 Elm Street, Suite 3000
Dallas, Texas 75201-4761

RE: Notice of non-representation

Peter,

My acceptance of representation for Jeff has been limited to the specific appeals in
which I represent him. I have not been retained to handle any tax issues. Ihave made a
motion for allowing Jeff counsel for such matters, the motion was denied, and that ruling

is currently on appeal.
If you would like me to represent Jeff on this matter, subject to his agreement, I
will be happy to do so if retainer is paid. I will require $15,000.00 as a non-refundable

initial fee retainer, and $25,000.00 as a refundable expense retainer (for an accountant to
consult on the tax issues).

I am returning to you your PDF file. If you want me to represent Jeff on this
matter it will need to be within a formal framework.

Yours Truly,

Gary Schepps

enclosure 1
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Exhibit 3
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BLAKLEY, JOHN DAVID

From: LOH, PETER

Sent: Tuesday, April 03, 2012 4:35 PM

To: ‘Gary Schepps'

Cc: 'Jeff Baron”; GOLDEN, BARRY; VOGEL, PETER; LOH, PETER; BLAKLEY, JOHN DAVID

Subject: Netsphere et al. v. Jeffrey Baron et al.--Civil Action No. 3:09cv888, U.S. District Court for the
Northern District of Texas

Attachments: Letter to Gary Schepps April 3.pdf

Mr. Schepps: Please find the attached correspondence.

Peter L. Loh | Partner

Gardere Wynne Sewell LLP

1601 Elm Street, Suite 3000 | Dallas, TX 75201
214.999.4391 direct

214.999.3391 fax

Gardere | Bio | vCard

GARDERE

Austin | Dallas | Houston | Mexico City

NOTICE BY GARDERE WYNNE SEWELL LLP

This massage, as well as any attached document, conlains information from the law firm of Gardere Wynne Sewell LLP that is
confidential andfor privileged, or may cantain attorney woerk product. The information is intended only for the use of the addressee
named above. If you are not the intended recipient, you are hereby notified that any disclosure, copying, distribution or the taking of
any action in reliance on the contents of this message: or its attachments is strictly prohibited, and may be unlawful. If you have
received this message in error, please delete all elecironic copies of this message and its attachments, if any, destroy any hard copies
you may have created, without disclosing the contents, and notify the sender immediately. Unintended transmission does not constitute

waiver of the altorney-client privilege or any other privilege.

Unless expressly stated otherwise, nothing contained in this message should be construed as a digital or electronic signature, nor is it
intended to reflect an intention to make an agreement by electronic means.
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| -
GARDERE

attorneys and counselors W www.gardere.com

Peter L. Loh

Teclephone: 214.999.4391
Direct Fax: 214.999.3391
ploh@gardere.com

April 3,2012

Mr. Gary N. Schepps Via Email & Regular Mail
5400 LBJ Freeway, Suite 1200
Dallas, TX 75240

Re:  Netsphere, Inc., et al. v. Jeffrey Baron, et al.; Civil Action No. 3:09-cv-0988, U.S.
District Court, Northern District of Texas, Dallas Division—Information concerning Mr.
Baron’s personal tax return and tax returns for certain Receivership Parties for the 2011

tax year.

Dear Mr. Schepps:

On behalf of the Receiver, I am writing with respect to 1) my letter to you dated March 30, 2012
(the “March 30 Letter”) and 2) your letter to me dated April 1, 2012 (the “April 1 Letter”), (The
March 30 Letter and the April 1 Letter are attached hereto respectively as Exhibits 1 and 2.)
Pursuant to the District Court’s Order Appointing Receiver (the “Receiver Order”) dated
November 24, 2010, the Receiver is entitled to your cooperation in locating and producing
information which may be of assistance to the Receiver:

“The Defendants and all other persons or entities served with a
copy of this Order shall fully cooperate with and assist the
Receiver. This cooperation and assistance shall include, but not be
limited to, providing any information to the Receiver that the
Receiver deems necessary to exercising the authority and
discharging the responsibilities of the Receiver.”

(Exhibit 3 at p. 9.) As you may recall, the March 30 Letter was addressed to you as counsel for
Mr. Baron and requested information pertaining to, among other things, the tax returns for The
Village Trust, Novo Point, LLC, and Quantec, LLC for the 2011 tax year. In response, the April
1 Letter stated that you do not represent Mr. Baron with regard to “tax issues.” (Exhibit 2.)
Nevertheless, the Receiver is not seeking your legal services on behalf of Mr. Baron or anyone
else but rather solely as someone who is obligated to cooperate with the Receiver per the

Receiver Order.

GARDERE WYNNE SEWELL UP
3000 Thanksgiving Tower, 1601 Elm Street, Dallas, Texas 75201-4761 « 214.999.3000 Phone ® 214.999.4667 Fax

Austin » Dallas = Houston = Mexico City
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Mr. Gary N. Schepps
April 3,2012
Page 2

Specifically, the March 30 Letter discussed the Receiver’s possible need to make separate tax
filings for The Village Trust, Novo Point, LLC, and Quantec, LLC. However, the Recelver
currently lacks the information necessary to determine if such additional filings are required (the
“Missing Information”). If the Receiver were to obtain this Missing Infotmation, it might assist
the Receiver in the preparation of tax returns for other Receivership Parties (the “Missing
Information for Other Receivership Parties” Returns™).

Accordingly, in the March 30 Letter, the Receiver requested that Mr. Baron produce the Missing

Information for Other Receivership Parties’ Returns and/or information pertaining to it. The
Receiver hereby re-iterates that request and modifies it to include Missing Information for Other

Receivership Parties’ Returns you may possess or be aware of as follows:

) Please immediately provide the Receiver with all of the Missing
Information for Other Receivership Parties’ Returns within Mr. Baron’s or
your possession, custody, or control.

o For any of the Missing Information for Other Receivership Parties’
Returns of which Mr. Baron or pou are aware of but which is outside of
Mr. Baron’s or your possession, custody, or control, please immediately
provide the Receiver with all of the information necessary for the Receiver
to obtain the Missing Information for Other Receivership Parties’ Returns
(e.g., substance of the Missing Information for Other Receivership Parties’
Returns; location of the Missing Information for Other Receivership
Parties” Returns; identities of individuals with possession, custody, or
control over the Missing Information for Other Receivership Parties’
Returns, ete.).

Please produce to the Receiver the foregoing information discussed and described herein no later
than Friday April 6, 2012, The Receiver will advise the Court of any failure to cooperate.

Peter L. L. |

PLL/kp
22273072
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EXHIBIT 1
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LOH, PETER

From: LOH, PETER

Sent: Friday, March 30, 2012 2:08 PM

To: 'Gary Schepps'

Cc: 'Jeff Baron. VOGEL, PETER; GOLDEN, BARRY; LOH, PETER; BLAKLEY, JOHN DAVID

Subject: Netsphere, Inc. v. Baron et al.--Jeff Baron Personal Tax Return and Other Possible Tax
Filings

Attachments: Letter to Gary Schepps March 30.pdf

Gary: Please find the attached correspondence. Thank you.

Peter L. Loh | Partner
Gardere Wynne Sewell LLP

1601 Elm Street, Suite 3000 | Dallas, TX 75201
214.999.4391 direct

214.999.3391 fax

Gardere | Bio | yCard

GARDERE

Austin | Dallas | Houston | Mexico Clty

NOTICE BY GARDERE WYNNE SEWELL LLP
This message, as well as any attached document, contains Infarmation from the law firm of Gardere Wynne Sewell LLP that Is

confidential andfor privileged, or may contain attomey work product, The information Is intended only for the use of the addressee
named above, If you are nol the intended recipient, you are hereby notified thal any disclosure, copying, distribution or the taking of
any action in reliance on the contents of this message or its attachments is striclly prohibited, and may be unlawful. If you have
recelved this message In error, please delole all electronic copies of this message and ils attachments, if any, destroy any hard copies
you may have created, without disclosing the contents, and notify the sender immediately. Unintended transmission does not constitute

waiver of the attorney-client privilege or any olher privilege.,

Unless expressly stated otherwise, nothing contained in thls message should be construed as a digital or electronic signature, nor is it
intended to reflect an intention to make an agreement by electronic means.
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attorneys and counselors » www.gardere.com

Peter L. Loh
Telephone: 214.999.4391
Direct Fax: 214,999.339|

ploh@gardere.com
March 30, 2012
Mr, Gary N. Schepps Via Email & Regular Mail

5400 LBJ Freeway, Suite 1200
Dallas, TX 75240

Re:  Netsphere, e, et al. v, Jeffirey Baron, € al.;
Civil Action No. 3:09-ev-0988, 1J.8. District Court, Northein District of Texas, Dallas
Division: Information concerning M. Baton’s petsonal tax retum for the 2011 rax year.
Dear Mr. Schepps (as counsel to Jeffiey Baron):

On behalf of the Receiver, I am writing with respect to tax returns for the year 2011 to be

prepared and filed by Mi. Baron, and additional tax returns for the year 2011 to be prepated and
filed by the Receiver:
A, Tax Returns for the Year 2011 to be Prepared and Filed by Mr. Baron,

| Toformation the Receiver is providing to Mr, Baron,

If you recall, pursuant to the Court’s Order Regarding Bmergency Motion for
Leave to File Motion to Stay Order to Disclase Attorngy-Client Material dated
April 7, 2011, Mr. Baren is responsible for the preparation and fiting of his own
personal tax returns, [Docket No. 442.] To facilitate Mr. Baron's preparation and
filing of his own personal tax. returns, [ amy enclosing with this correspondence
two documents:

“ "The first document is an Opinion Letter from the accounting firm of Grant
Thomton LLP (the “Grant Thornton Letter”). The Grant Thornton Letter
concludes, among other things (and note that 1 am merely puraphrasing
here—you should review the. Grant Thomton Letter in its entirety), that
M. Baron should report not enly his own personal income and expenses,
but also the incotne and expenses of (1) The Village Trust (becuuse of its
status as a grantor trust), and (2) Novo Point, LLC's and Quantee, LLC's
(collectively, the “LLCs™) (because their income and expenses flow
through to The Village Trust).

GARDERE WYNNE SEWELL LI
3000 Thanksgiving Tower, 1601 Elin Street, Dullas, Texas 75201-4761 = 214.999.3000 Phone w 214.999.4667 Fax

Austin » Dailas. = Houston » Mexico Gity
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Mr, Gary N, Schepps
March 30, 2012
Page 2

. The second document is a slatement reflecting the 2011 income and
expenses for The Village Trust and the LLCs (the “Finangial Statements™).

Befare relying on the Grant. Thornton Letter or the Finapeial Statements,
howevez, please read the Grant Thornton Lelter carefully, as well as the section
below, setting forth issues relating to the accuracy of the Financial Statements,

2. Tnformation the Receiver is requesting fiom. Mr, Bavop.

Please note that the Receiver has attempted to classify yll  transaclions
characterized in the Financial Statements to the best of his ability during the year
ending December 31, 2011 or other period as applicable. There is, however,
information that the Receiver is missing. Becanse certain categories of items and
thelr corresponding balances shown on the Fioancial Statements exisied prior to
the Receiver’s appointment, the Reeeiver, to date, hus been unable lo complele a
thorough investigation of such items and, thus, cannot make any representation on
{he existénce or valuation of such items, Thus, there cah be no assurance that the
Financinl Statements ag a whole fairly present, materially or otherwise, the
financial position of the applicable entities, Further, there is no assurance that the
information on the Financial Statements pre-dating the Receiver’s appoiniment
was prepared in conformity with, or presented according to, generally aceepted
accounting principles, is fit for any particular purpose, or heen subject to any
audit, review o compilation procedures of any kind ptepared by an external
accounting firm.  In short, as sef forth in this pavagraph, there might be
information that the Receiver is missing that, if the Reeeiver were to obiain, might
cause Grant Thornton to modify the Grant Thornton Letter or the Receiver to
modify the Financial Statement (the “Missing Information for Mr. Baron’s Own
Return”). Accordingly, the Receiver makes the following requests:

o Please immediately provide the Receiver with all of the Missing
Inforrnation for-My. Baron’s Own Return within Mr, Baron’s possession,
custody, ot control.

w Tor any of the Missing Information for Mt Baron’s Own Return of which
Mr Baron is aware but wiiich is outside of Me Baron's possession,
custady, or confrol, please immediately provide the Receiver with the all
information necessary for the Receiyer (0 obtain the Missing Information
(.., substance of the Missing Information for Mr. Baron’s Own Retorn;
location of the Missing Informalion for M. Baron's. Own Return;
identities of individuals with possession, custody, ot conirol ovér the
Missing Information far Mr., Baron®s Owi Return, ete.).
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Mr. Gary N. Schepps
March 30,2012
Page 2

B. Tax Returns for the Year 2011 to be Prepared and Filed by the Receiver:

According 1o the Grant Thornton Letter, the Reeeiver might need to file separate fax

filings for The Village Trust and the LLC (in addition to Mr., Baron’s personal tax return :
that should, in Grant Thornton’s opinion, report the income and e¢xpenscs of The Village

Trust and . the LLCs). However, the Receiver lacks the information pecessary [0,
determine if such additional filings are required,  This information, at a niinimum,

consists of confirmation as fo whether the LLCs have ever elected to be “disregarded
entities” under the Intérnal Revenue Code (the “Migsing Information™). In. shott, as set

forth in this paragraph, thetemight be information that the Receiver is missing. that, if the

Receiver were to obtain, might assist the Receiver in the ‘preparation of tax returns for
other Receivership Parties (the “Missing tnformation for Other Receiver Parties’

Retarng”). Accordingly, the Recelver makes the following requests:

a Plense jmmediately provide the Receiver with all of the Missing Information fot
Other Receiver Parties’ Returns within Mr, Baron’s possession, custody, ot
control. s gA o I B s e e s o g Pt ans

“ For any of the Missing Information for Other Receiver Parties’ Returns of which

Mr. Baron is aware but which is outside of Mr. Bavon’s possession, custody, or
control, please immediatcly provide the Receiver with the all information
necessary [or the Receiver 1o obtain the Missing Information for Otlier Recgiver
Parties’ Returng (e.g., substance of the Missing Informiation. for Other Receiver
Parties' Returns; location of {he Missing Information for Other Receiver Parties’
Returns;, identities of individuals with possession, custody, or control over. the
Missing [nformation for Other: Receiver Parties’ Returns, etc.).

Please let me know if you have aity questions.

Sincer

“"‘3’} 4
elﬁ'{lﬁft {.{SIIQJN@U |

PLL/kp
2227307.2
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Grant Thornton

Grant Thornton LLP

US membar of Grant Thomton intematlenal
1717 Malh Street, Ste. 1500

Dallas, TX 75201-4667

T 244 561 2591

F 214 561 2370

mank homedpus.aleain

yoay qranlihosion.com

Memosrandum
Lo The Files of the Jeft Baron Receivership
From: Mark Thome
Dater 3/6/12

Rer Filing Requiréments for the Receivership of Jeff Baron

FACYS

Grant Thotuton, LLP; (“Geant” or “Geant Thornton™) has been engaged to assist:the Receivership of Jerf
Baron (“Receivership”) with cettain US, tax ques tions, Most recently; Grant has been requested to
comment oh the U.S, filing requitements of the Recelvership pasties In gencral, and in respect to the
Village T'rust and those entities ralling up into the Village Tiust in specific, namely Quantee, LLC and
Novo Point; LLC,

To date, Jeff Baton and other cettain parties subject to the Receivership Queder have.declined to cooperate
with the Receivership, Accordingly, Grant has siet been able to teview sufficient evidence ta
independently verify certain facts. ’

Michelle Rosenblatt and Blizabeth Motgan (nce Blizabetl Morgan Schutig), formenly of Sehuig Jetel
Beckett Tackett, and now of ity successor law fittn, Motgan Adler Buxston Jetdl, are former advisors of Jeff
Buton, et al. They have identified The Village Trust, (“Village Ttust”), a Cook Tslands trust, as being
clasaificd as o Grantor Tiust for U.S. federal income tax purposes.

“Although Gt s been unable to independently verify elagsifieation of the Trost, Gttt bas been
requested to discuss, the filing requirements of the parties based on the assumption that the Village Trust
is, indeed, 2 Grantor Trust, :

It is our undeistanding that Jeff Baton is both the Grantor and sole beneficiary of the Village Trust,

ISSUES

If the Village Trust is a foreign grantot srust, whatare the US filing-requirements: for the Village Ttuat, and
fot its two immediate fovelpn subsidiaries, Nove Poiat, LLC snd Quuntee, LLC?

CONCLUSION

Cupyriyht 2008-Grant Thornton LLP, Al rights raserved.
U,8, member firn of Grant Thornlen Intématione) Lid
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Grant Thornton

M. Jeff Bagon, individually, should be tesponsible for filing any and all T8, filings vequired for the Village
Tyust based on the sepresentations of My, Baron's former advisors, The Village I'rase veturn is dueto be
filed with M. Baron's individual retun, Similarly, Information retucns for Quantec LLC apd Novo Point
LG are requited to be prepared and filed by M, Baron as pact of his Individual teturn, vepardless of theit
status as either cotporate entities ox entities disreparded as being separate from thelr ownet (foreign
corpotations and foreign DRES would have diffexent filings, but a filing would stll be required in either
casc). 2 E Ll

There is i possibility of additional retums being required for Quintee 11.C and Novg Point LLC.
Althoogh Grane does not have subficient information to determine whether snch a fling requitermertt
exists due to M Baron’s refusal (o cooperate, if Quantee, LLC, and Novo Point, LLC ate cogporate
sutities for 118 federal incorng tax putposes, ind if, afler a review of all facts and clecomstances, Quantec
LLC and Novo Point LLC were deemed to-hive i 1S trade o businesst, then the Receivership would
need to file & Borm 1120-1 for these entitis. At this fnne, Grant is not awate of any such filing having
been made in priot yeats, ‘The filing of a Foun 1120-F would not releve M. Baron of bis tequirernent o
files ar information feturn for Quantee LLC or Novo Paint LLC with his indivigual retarn,

DISCUSSION

I penerl, IRC Sec. G048 sequires that cestain information 1o be filed on behalf of foreign tausts hiving
specified contaets with the US, Buiefly, there ave thiee types of contacts with tie US that would trigger
these réquitements:a US trade or business, o U8 grantor, ot 4 US beneficiaty. The Village Trust does not.
appear to have any US trade or business, and Rither discussion of this acenario is beyand the scope-of this

rnemorandum;

The next element of the analysis s to deterining whethes the foreign trust qualifics as a “grantor toust”
under IRC Sec. 671-679, Genetally speaking, a foeipn grantor trust is disregarded as being separate from
its US grantor, aul all of its ftems of {neame and expense will he teposted on the US grantot’s tix seturn,
Alteenately, if the forelpn tust iy not a grator frush thew ils existence is respected and ench of the grantor
and the beneficiary ave subject to requirements to file infarmution returns with slightly diffetent: consent.

“The pettinent pacts of IRC Sac, 671 essentizlly state-that if 4 grantor ov other person is- treated as an ewnet
of any portion af a feust identificd in IRC Sec. 671 thitaugh Sce, 679, then that petson will recogniat sueh
ftems of income, decluctions o credits of the trust as are related to their ownership, “This position is
Farther strengthened by caseJaw.?

IRC.Sec. 679 in particular deals with foreipn grantor tusts. Paraphused, IRC Sec. 679 taxes the grantor as
the owner of the foreign trustilhe meels Lour requirements: the grantor is a US pesson, the transteror

ihalves 1 direct or didirect transfer tor the tast, the teust is foreign, and the trust has a US beneliciary, In
the case of the Village Teusr, Jeff Baton appears to meck il o thie salient poinds.

In conjunhction with cerrain changes to IRC Sec. 679 regurding foreign grantor tusts under the Taxpayu
Relief Act of 1997, the IRS also published Notice 97-34% 1o provide additional guidance. Rssentinlly, the
relevant parts of the Notice refterate the requited information reporting uader IRC Sec. 6048, and also
vefurs to the (at the time) newly revised Forms 3520, and 3520-A

) As noted in the Discussion section below, the definition:of a US trade.or business for fedetal ingome tax
purposes is heavily based one facts and citcumstances analysis.

2 que Madorin v. Comm’r, 84 7.C. 667 (1985). See also Rev. Rul. 85-13, 1985-1 C.B, 184, Rev. Rul, 87-61,
1987-2 C.B. 219, and Rev, Rul. 2004-86, 2004-33 LR.B. 191 for additional guidance,

¥ 1997-1C.B. 422,

Grshit Thombon LLP
U6, morbat firm af Grank Thoraton IntarnolionalLtd
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) Grant Thotnton

The instructions for Form 3520-A, Annual Information Retutn of a Florelgn Trust-with a US. Ownet.
provide additional clarity, In the “Who Must File” section of the insteuctions fox Fortn 3520-A, it-states:

A foteign trust with 2 US ownee must fle Form 3520-A dn otder for the US owher to satisfy its
annual infogmation reporting sequirements under section 6048(h). Hach US petson freated as an
awner of any postion of a foreign trust ander section 671 through 679 is responisible for ensuring
that the forelgn trast files Form 3520-Aand Rarnishes the requited annugl statements to its US -
awnets and US beneficiaries.

[...]
Grantor Trust

A grantot toust is any truat:to the ¢xtent that the assets of the trastare treated as owned by a
person other than the trust, See the grantor trust tules In sections. 671 thraugh 679 {of the IRC].

As fioted in the facts scction above, Grant has been unable to independently verify the status of the Village
Trust, Guant has been asked by the receiver to assume that the Village T'rust is a Grantor Trost, and w0

coment sccotdingly.

Under thie assumnption that the Villige Trastis 4 grantor teust, the open elements to be shown ater
1) Village Trustis a foreign trust
2) 'Thegrantor:is a US person; and
3) ‘The beneficiary 18 a US petson.

Afier discussion with the attorneys for the Recejver and discussions with the formeradvisors, Morgan and
Rosenblatt, Grant has been requested to assume that the Village Ttust is 2 farteign trust; the entity is
presunied fo be a validly fotmed and existing trost, pegabized in the Coalk Islands,

Jeff Baran Is, to the best of our knowledge, both the beneficiary and the grantor forthe Village Ttust, M.
PBaron is also, to the best of our knowledge, a US citizen and resident.

By defnult, since we nre assuming the Village Trust is a grantor teust, the Village Teast will be deeined to
be owned by its grantor and bencficinry, Joff Baron. Accordingly, Jeff Baron will be requited to file
Hotis 3520-A, and report the assets, income, lixbilities, expenses, and credits of the tust on his petsonal
peturn. Note, this Form.is & filing requirement for the Individual owher to satisfy his informational filing
requiremcnts; and it is not a keguirement of the foreign trust itself: It will be siged by Jeff Baton, not the
Village Tiwust, as will Jeffs personal income tax xeturn.

To the extent that there are other Tofeign cutities under thi: Village Trast, these entities will be repotted ds
it the Village Trust does ot exist, Thus, the income, expense, and etedits of any How-through entity lield
diveirtly by the Village Trost will roll o the US shareholder (Jeff Bavow).and will be reported on the
appropriate information rewrn. Alresnately, if there js 2 foreign corporate holding under the Villuge Trass;
the entity will veport as controlled foreign corporation held by Jeff Bacon individually, Either Foxm 541
Tnformation Returns of 1.8, Persons with Respect to Cerrain Foreign Corpotations, Fortn 83865 Rewrnof,
US Persons with Respect to Foreign Pattnerships, ox Forny 8858 Information Retumn of US Petsons with
Respect to Foreign Disregarded Entities will apply. Tn eacli case,, the U.S. shareholder, Mt Jeff Baron, is
tesponsible for filing the retutn to.teport the income in these foreign holdings.

4 Joff Baron holds the Village Trust directly, and not through any other etlities of which Grant is aware:

Grant Thornton LLP )
11,8, membr flrm of Grant Thorntony Internalional.Lid
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Grant Thornton

Mz, Baron has not provided the Receivership sufficient inforation for Grant to povide an independerit
assessment of the individual entities nndes the Village Trust. Howevet, while Grant is unable to determine
whether the individial entities in question ave distegarded (“DDRIS™), partherships, or catpotation, the
filing requiement still Talls to Mi. Baron individually, “1hus, for Quantec, LLC and Novo Paint, LLG,
regardless of thele clyssification as a DRE, controlled foreign cotporation, ot partuership?, Jeff Baron
personglly would still bear the US filing responsibility for these entities,

The sole poteatial exception whereby one of these: foreign entities might have its owa filing requitement is
in the instapee that they have 1 US teade or business. o date, there are no such US trades or businesses
ol which Grant has been macle awace, Howevet, if ©uantee LLE or Novo Point LLC wete cotszgolled]
fotcigtt cotporations (“CECs"), and it the seceiver-appointed minages were deemed to bea dependent
agent, it is possible that theae entitics might be deemed to have a US tade or business and be required to
‘Eile Porm 1120-F, US Income Tax Retum of a Foreign Corporation. Neetoately, if Quantee LLE and
Novo Point LLC have clected to be DREs tather than corpotations, there would be no such reqnivemient
1o file Form 1120-T7 as all of the income, deduction, and credits of these entities wonld be reported on Mr.

Biiron’s individual zeturn,

The analysis aud determination of whethet an entity has i Us trade on busiaess is heavily based on facts
and circomstances, As noted above, Grant has not veceived suffictent infopmation to conelude as to the
stalus of the entities in question, or sufficient information to develop a facts and cireumstances analysis o
see if thete was a US trade or business, 'To make this determination, at the very lenst Grant would need a
copy of a valil previously-filed and apptoved Fogm 8832 Hotity Classification Blectlon for Novo Point
LLEC apd Quantec LLC, Gratit hits not received soy such Form from the Recetver, Mr, Baron’s former tax
advisors, i.e. Ms. Motgan, or Mr. Buton, Purther, in the event that an 1120-F was required, Grant does
aot have enough information to file o sufficlently complete Foun 1120-F under the paid preparer
standards such dint Grant would be able to fite the setuen.8

As Mr. Baron has declingd to provide sufficientinformation for the Recelvership to file an annusl income
tax return on his behslf in prior yeats, the conrt previonsly granted o motion to sever the filing
requirement of Me. Baton's individuil teturn from the responibilities of the Receivership and place the
burden back on Mr. Baran,

Accordingly, to assist Mz, Bazon in the preparation of his taxes, the Recelvership is providing Me. Baon
with copies of the statements of income and expense, and balance sheets of ull of Quantec, LLC and
Nove Point LEG, in addition tosucl Information as the Recelvetship has available in tegatds to llang of
income and expensc flowing into the twust

M. Bacon, individually, will be responsible for making the determination of bis filing requirements and
will bie required to file such Foim ot Fogms as needed.

Citculat 230 Disclosurce

This memoraadum addresses certain US federal income tax issues only and does not addgess any
state, local, or other foreign tax issnes, Out discussion is based on the Internal Reverue Code of

5 With the Scitlement Agreement in place, there is no evidence that sither Quantec LLC or Novo Point LLC has a
second owner such that they would qualify ns a partnership, Absent some kind of nomines partner, thess entitiss
will lllkely be either DREs or CFCs,

f In ovder to complete Form [ 120-F, Grant would need (rmong other things) complete information en inconte
and asset souring, the structure and financial information of any additional entitfes that are owned or paitinlly
owted by Quantee LLC and Novo Point LLC, as well s a complete list.of any and all integconipany
transactions. To date, Grant hiusonly been able to gather the partial information available from tlie Recelvership
ang s, Morgan, Mr, Baron has not provided any such Informatlon,

Grant Thernlon LLP
S, member lirm of Granl Fhornion Intraionsl Lid
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8 GrantThornton

1986, as amended, the Treasury Regulations promulgated theteundet, and other relevant
authotitics, These authoritics ate:all subject to change, and such change could have retroactive
effect, Any sich changes could thus have an effect on the validity of our conclysions, Unless
specifically requested; we will notupdate this Memarandom for subsequent changes ot
modifications to these authotities. Further, this memorandum is based on pur intetpretation of
these authotities; another kngwledfgg-a'l;l_e party (such as the IRS o a cout hearing the same. facts)

miglif:reac-h different coﬁé]ﬁsibﬁs.

The advice expressed in the Meiotandum is not an opinion a6 ta the tax coiwsequences of the
transaction. We would need to petforn, a mote thogough teview and analysis before we could

render an opiaion,

Out conclusions ace limited to the issucs addressed in this Memorandum; and are based on facts;
assumptions, documents and tepiesentations we have teceived fram you, and on any agsumptions
stated-herein)’ We have neithet independently investigated fior vesified these facts, ' '
tepresentations, and assumptions, although we have considered thelr reasonableness. 1fany of
the facts, tepresentations or assumptions reflected-in this Memorandum are not accurate, ovt
conclusions ate not applicable. L e e B Wl
In accordance with applicable profnssiomﬂ regulations, please understand that, unless expressly
stated othetwise, any weitten advice contained in, forwarded with, or attached to this document is
notiniteaded ot-weitten by Grant Thotaton LLF to be used, and cannot he used, by any person for
the puspose of avoiding any penalties tlrat may be imposed under the Internal l{_gvéx’xpe Code.

Grant Thornton LLP
11;S. mombor firm of Granl Thara fon Inlernetlonal LI
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GARY N. SCHEPPS
ATTORNEY & COUNSELOR

DRAWER 670804 TELEPHONE 972-200-0000
DALLAS, TEXAS 75367 FACSIMILE ©72-200-0535

April 1, 2012

VIA Em ail to:_ploh@gardere.com

Mr. Peter Vogel

c¢/o Peter Loh

Gardere Wynne Sewell, LLP
1601 Elm Street, Suite 3000
Dallas, Texas 75201-4761

RE: Notice of non-representation

Peter,

My acceptance of tepresentation for Jeff has been limited to the specific appeals in
which I represent him. I have not been retained to handle any tax issues. Ihave made a
motion for allowing Jeff counsel for such matters, the motion was denied, and that ruling

is currently on appeal.

If you would like me to represent Jeff on this matter, subject to his agreement, [
will be happy to do so if retainer is paid. I will require $15,000.00 as a non-refundable
initial fee retainer, and $25,000.00 as a refundable expense retainer (for an accountant to

consult on the tax issues).

I am returning to you your PDF file. "If you want me to represent Jeff on this
matter it will need to be within a formal framework.

Yours Truly,

Gary Schepps

enclosure 1
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

NETSPHERE INC., §
MANILA INDUSTRIES, INC.; and §

MUNISH KRISHAN _ §
Plaintiffs, §

vs. § CIVIL ACTION NO. 3-09CV0988-F
§
JEFFREY BARON and §
ONDOVA LIMITED COMPANY, §
Defendants 8

ORDER APPOJNTING RECEIVER

The Court hereby appolnts a receiver and imposes an ancillary relief to asslst the

receiver as follows:

APPOINTMENT OF RECEIVER
IT IS HEREBY ORDERED that Peter S. Vogel is appointed Recelver for Defendant
Jeffrey Baron with the full power of an equity receiver. The Receiver shall be entitled to
possession and control over all Receivership Assets, Receivership Parties and Recelvership

Documerts as defined hereln, and shall be entitied to exerclse all powers granted herein.

RECEIVERSHIP PARTIES, ASSETS, AND RECORDS
IT 1S FURTHER ORDERED that the Court héreby takes exclusive jurisdiction over, and
grants the Regeiver exclusive control over, any and all "Recelvership Partles", which term shall
include Jeffrey Baron and the following entitles:

Village Trust, a Cook Islands Trust

Equity Trust Company IRA 19471

Daystar Trust, a Texas Trust

Balton Trust, a Texas Trust

Novo Polnt, Inc., a USVI Corporation

Iguana Consulting, Inc,, a USVI Corporation

Quantec, Inc., a USVI Corparation

Shiloh, LLC, a Delaware Limited Liability Company
Novquant, LLC, @ Delaware Limited Llability Company

ORDER APPOINTING RECEIVER ~ Page 1
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Manassas, LLC, a Texas Limited Liability Company

Domain Jamboree, LLC, a Wyoming Limited Liabillty Company

ID Genesls, LLC, a Utah Limited Liablliity Company
and any entity under the dlrect or indirect control of Jeffrey Baron, whether by virtue of
ownership, beneficial interest, a position as officer, direclor, power of attorney or any other
authorlty or right to act. The Court hereby erjoins any person from taking any action based
upon any presently existing directive from any person other than the Recelver with regard to the
affairs and business of the Receivership Parties, Including but net limited to proceeding with the
transfer of a portfolio of Internat domain names ("Domain Names") for which Ondova Limited
Compariy ("Ondova") acted as registrar. Specifically, but without limitation, VeriSign Inc and
The Internet Corporation for Assigned Names and Numbers ("ICANN"), and any other entity
connected fo the transfer of the Domaln Names, shall immedifate cease such efforts and shall
terminate any movement of the Damaln Names.

iT IS FURTHER ORDERED that the Court hereby takes exclusive jurisdiction over, and
grants the Receiver exclusive control over, any and all "Receivership Assets", which term shall
Include any and all legal or equitable interest in, right to, or claim to, any real or personal
property (including "goods,” “instruments,” “equipment,” “fixtures,” “general intanglbles,”
“inventory,” “checks,” or “notes” (as these terms are defined in the Uniform Commercial Code)),
lines of cred!t, chattels, leasehaolds, contracts, mail or other deliverles, shares of stock, lists of
gonsumer names, accounts, credils, premises, receivables, funds, and all cash, whersver
located, and further including any legal or equltable Intersst In any trusts, corparations,
partnerships, or other legal entities of any nature, that are:

. ownad, controlled, or held by, in whole or in part, for the benefit of, or
sublect to access by, or belonging to, any Receivership Party;
2. in the actual or constructive possession of any Recelvership Parly; or

3. in the actual or constructive: possession of, or owned, controlled, or held

by, or subject to access by, ar belonging to, any other corporation, partnership, trust, or any

ORDER APPQINTING RECEIVER - Page 2
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other entity directly or indirectly owned, managed, or controlled by, or under common cantrol
with, any Recelvership Party, including, but not limited to, any assets held by or for any
Receivership Party in any account at any bank or savings and loan institution, or with any ctedit
card processing agent, automated clearing house pracessor, network transaction processor,
bank deblt processing agent, customer service agent, commercial mall receiving agency, of mail
holding or farwarding company, of any credit union, retirement fund custodian, money market or
mutual fund, storage company, trustee, or with any broker-dealer, escrow agent, title company,
commaodity trading company, precious metal dealer, or other financial institution or deposltory of
aﬁy kind, elther within or outside of the State of Texas,

IT IS FURTHER ORDERED that the Recegiver shall be entitled ko any document that any
Receivership Party Is entitled to possegs as of the signing of this order ("Recsivership
Documents”).

IT 18 FURTHER ORDERED that all persons who receive actual notice of this Order by
personal service or otherwlse are hereby restrained and enjoined from:

A Transferring, llquidating, converting, encumbering, pledging, loaning, selling,
concaallng, dissipating, disbursing, assigning, spending, withdrawing, granting a lien or security
Interest or other interest in, or otherwise disposing of any Receivership Assets.

B. Opéning or causing to be opened any safe deposit boxes, commercial mall
boxes, or starage facilities titled in the name of any Receivership Party, or subject to access by
any Receivership Party or under any Receivership Party’s control, without providing the
Recelver prior notice and an opportunity to inspect the contents In order to determina that they
contain no assets covered by this Sectlon;

C. Cashing any checks or depositing any payments from customers or clients of a
Receivership Party;

D. Incurring charges or cash advances on any credit card issued in the name, singly

or jointly, of any Recelvership Paity; or

ORDER APPQINTING RECE|VER — Page 3
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E. Incurring liens: or encumbrances on real property, persenal property, or other
assets in the name, singly or joinily, of any Receivership Party or of any corporation,
partnership, or other entity directly or indifactly owned, managed, or controlled by any
Recsivership Party.

F. The funds, property, and assets affected by this Order shall include beth existing
assets and assets acquired after the effective date of this Order.

IT IS FURTHER ORDERED that any financial Institution, business entity, or person
malntaining or having custody or control of any account or other asset of any Recelvership
Party, or any corporatlon, partnershlp, or other entity directly or Indirectly owned, managed, or
controlled by, or under common control with any Receivership Party, which is served with a
copy of this Order, or otherwise has actual or constructive khowledge of this Order, shall:

A, Hold and retain within its control and prohibit the withdrawal, removal,
assignment, transfer, pledge, hypothecation, encumbrance, disbursement, dissipation,
conversion, sale, liquidation, or other disposal of any of the assets, funds, documents, or other
property held by, or under its control:

1. on behalf of, or for the beneflt of, any Receivership Party;

2, In any account maintained In the name of, or for the benefit of, or subject

to withdrawal by, any Recalvership Party; and

3. that are subject to access or use by, or under the signatory power of, any
Receivership Party.
B. Deny any person other than the Recelver or his designee access to any safe

deposit boxes or storage facllities that are either:

1. titled in the nams, individually or Jolntly, of any Receivership Party; or
2, subject to access by any Recelvership Party,

C. Provide the Recelver an immediate statement setting forth:

ORDER APPQINTING RECEIVER — Pags 4
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1. The Identification number of each account or asset titled in the name,
individuaily or jeintly, of any Recelvership Party, or held on behalf thereof, or for the benefit
thereof, including all trust accounts managed on behalf of any Recesivership Party or subject to

any Racelvership Party's control;

2. The balance of each such account, or a description of the nature and
value of such asset;

3. The identification and location of any safe deposit box, commercial mail
box, or storage facility that is either titled in the name, individually or jointly, of arly Recelvership
Party, whether in whole or in part; and

4. If the account, safe deposit bax, storage facility, or other asset has been
closed oF removed, the date closed or removed and the balance on said date.

D. Immedlately provide the Receiver with copies of all records or other
documentation pertalning to each such account or asset, Including, but not limited to, eriginals
or copies of account applications, account statements, corporate resclutions, signature cards,
checks, drafts, deposit tickets, transfers to and from the accounts, all other debit and credit
Instruments or slips, currency transaction reports, 1099 forms, and safe deposit box logs; and

E. Immediately honor any requests by the Receiver with regard to transfers of

assets to the Receiver or as the Receiver may direct.

DUTIES QF DEFENDANTS REGARDING ASSETS AND DOCUMENTS

IT IS FURTHER ORDERED that Defendants shall:

A Within three business days following service of this Order, take such steps as are
necessary to turn over control to the Receiver and repatriate o the Noithern District of Texas all
Recelvership Documents and Receivership Assets that are located outside of the Northern
District of Texas and are held by or for the Recelvership Parties or are under the Recelvership

Partles' direct or Indirect control, jointly, severally, or individually;

ORDER APPOINTING RECEIVER — Page §
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B. Within three business days following service of this Order, provide Plaintiff and
the Receiver with a full accounting of all Recelvership Documents and Receivership Assets
wherever Jocated, whether such Documents or Assets held by or for any Receivership Party or
are under any Recelvership Party’s direct or indlrect control, joinfly, severally, or individually,
including the addresses and names of any forelgn or domestic financial Institution or other entity
holding the Recelvership Documents and Recelvership Assets, along with the account numbers
and balances; and

D. Immediately following service of this Order, provide Plalntiff and the Recelver

.access to Defendants' records and Documents held by Financial Institutions or other entities,

wherever located,

POWERS AND DUTIES OF RECEIVER

IT IS FURTHER ORDE“RED that the Receiver shall immediately present a swom
statement that he will perform his duties falthfully and shall post a cash deposit or bond in the
amount of $1,000. |

IT IS FURTHER ORDERED that in additlon to all powers granted in equity to recelvers,
the Recsiver shall Immediately have the following express powers and duties:

A To have immediate access to any business premises of the Recelvership Party,
and Immedlate access to any other location where the Recelvership Party has conducted
business and where property or business records are likely to be located,

B. To assume full control of the Recelvership Party by removing, as the Receiver
desems necessary ar advisable, any director, officer, Independent contractar, employee or agent
of the Recelvership Party, including any Defendant, from control of, management af, or
participation in, the affairs of the Recelvership Party;

C. To take excluslve custody, control, and possesslon of all assets and documents

of, or in the possession, custody or under the controt of, the Recelvershlp Party, wherever

ORDER APPOINTING RECEIVER — Page 6
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situated, including without limitation all paper documents and all electronic data and devices that
conitain or store electronlc data Including but not limited to computers, laptops, data storage
devices, back-up tapes, DVDs, CDs, and thumb drives and all other external storage devices
and, as to equipment in the possession or under the contral of the Recelvership Parties, all
PDAs, smart phones, cellutar telephones, and similar devices issued or pald for by the
Recelvership Party.

D. To act on behalf of the Recelvership Party and, subject to further order of the.
Court, to have the full power and authority to take all corporate actions, Including but not fimited
to, the filing of a petition for bankruptcy as the authorized responsible pérson as 1o the
Receivership Party, dissolution of tha Receivership Party, and sale' of the Recelvership Pafly.

E. To divert mail,

F. To sue for, collect, receive, take in possesslon, hold, and manage all assets and
documnents of the Receivership Party and ather persons or entities whose Interests are now held
by or under the direction, possession, custody or coritrol of the Receivership Party.

G. To investigate, conserve, hold, and manage all Recelvership Assets, and perform
all acts necessary or advisable to preserve the value of thoss.assets In an effort to prevent any
lrreparable loss, damage or injury to cansumers or fo creditors of the Receivership Party
Including, but not limited to, obtalning an accounting of the assets, and prevenfing transfer,
withdrawal or misapplication of assets.

H. To enter Into contracts apd purchese Insurance as advisable or necessary.

l. To prevent the inequitable distribution of assets and determine, adjust, and
protect the Interests of creditors who have transacted business with the Recalvership Party.

J. To manage and administer the business of the Receivership Party until further
order of this Court by performing all Incldental acts that the Recsiver deems to be advlsable or
necessary, which Include retalning, hiring, or dlsmissing any employees, independent

contractors, or agents.

ORDER APPOINTING RECE|VER —~ Page 7
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K. To choose, engage, and employ attorneys, accountants, appraisers, and other
Independent contractors and technical specialists (collectively, "Professionals™), as each
Receiver deems advisable or hecessary In the performance of dutles and responsibliities under
the authority granted by this Order.

L. To make payments and disbursements from the receivership estate that are
necessary or advisable for carrying out the directions of, or exercising the authority granted by,
this Qrder.

M. To Instituts, compromise, adjust, defend, appear in, Intervene In, or become party
to such actions or proceedings in state, federal or forelgn courts that each Recelver deems
necessary and advisable to preserve. or recover the assets of the Recelvership Party or that
each Recelver deems negessary and advisable to carry out the Receiver's mandate under this
Order, including but not limited o, the filing of a petition for bankrupicy.

N. To conduct Investigations and to issus subpoenas tc obtain documents and
records pertaining to, or in aid ef, the recelvership, and conduct discovery in this action on
hehalf of the receivership estate.

O. To consent to the dissplution of the receivership in the event that the Plalntiff may
compromise the claim that gave rise to the appolntment of the Recelver, provided, howsver, that
no such dissalution shall accur without a motion by the Plaintiff and service provided by the

Plaintitf upon all known creditors at least thirty days in advance of any such dissolution.

LIMITATION OF RECEIVER'S LIABILITY
IT IS FURTHER ORDERED that except for an act of gross negligence, the Recsiver and
the Professionals shall not be llable for any loss: or damage Incurred by any of the Receivership
Parties, their officers, agents, servants, employees and attorneys or any other person, by
reason of any act performed or omitted to be performed by the Recelver and the Professionals

in connection with the discharge of his or her dutles and responsibilities; Additionally, in the

ORDER APPOINTING RECEIVER —~ Page 8
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svent of a discharge of the Recelver either by dissolution of the receivership or order of this

Court, the Receiver shall have no further duty whatsoever.

PROFESSIONAL FEES
IT IS FURTHER ORDERED that each Recelver and his professionals, including counsel

to the Receivar and accountants, are entitled to reasonable compensation for the performance
of dutles pursuant to this Order and for the cost of actual out-of-pocket expenses incurred by
them, which compensation shall be derived exclusively from the assets now held by, or In the
possesslon or control of, or which may be received by the Recelvership Party or which are
otherwise recovered by the Receiver, against with the Receiver shall have a first and absolute
administiative expanse llen. The Receiver shall file with the Court and serve on the parties a

fee application with regard to any compensation to be pald to professlonals prior to the payment

thereof.

COOPERATION WITH RECEIVER

IT IS FURTHER ORDERED thatths Defendants and all other persons or entitles served
with a copy of this Order shall fully cooperate with and asslst the Recelver, This cooperation
and asslstance shall Include, but nat be limited to, providing any information to the Receiver that
the Receivar deems necessary to exercising the authority and discharging the responsibllities of
the Recelver under this Order: providing any password required to access any computer,
electronic account, or digital file or telephonlc data In any medium; turning gver all accounts,
flles, and records including those in possession or control of attorneys or accountants; and
advising all persons who owe maney to the Recaivership Party that all debts should bs paid
directly to the Recelver. Defendants are hereby ternporarily restrained and enjoined from

directly or Indlrectly:

A. Transacting any of the business of the Receivership Party;

ORDER APPQINTING RECEIVER — Page 9
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B. Destroying, secreting, defacing, fransferring, or otherwise altering or disposing of
any documents of the Recelvership Party including, but not limited to, books, records, accounts,
writings, drawings, graphs, charts, photographs, audio and video recordings, computer records,
and other data compilations, -electronlcally-slorqd records, or any other papers of any kind or
nature;

C. Transferring, receiving, altering, selllﬁg. encumbering, pledging, assigning,
llquidating, or otherwise disposing of any assets owned, contrclled, orin the possession of
custody of, or in which an Interest Is held or claimed by, the Receivership Party or the Recelver;

D. Drawing on any existing line of credit avallable to Receivership Party;

E. Excusing debts owed to the Receivership Party;

F. Falling to notify the Receiver of any asset, Including accounts, of the
Recelvership Party held in any name other than the name of any of the Receivership Party, or
by any person of entity other than the Receivership Party, or failing to provide any assistance or
information requested by the Recelver in connection with obtaining possession, custody or
control of such assets;

G. Doing any act that would, or failing to do any act which failure would, Interfere
with the Recelver's taking custady, control, possesslan, -or management of the assets or
documents subject to this recelvershlp; or to harass or interfere with the Receiver in any way, or
to interfere In any manner with the exclusive Jurisdiction of this Court over the assets or
documents of the Recelvership Party; or to refuse to cooperate with the Recelver or the
Recelver's duly authorized agents in the exercise of thelr duties or authority under any Order of

this Court; and
H. Filing, or causing to be filed, any petition on behalf of the Recelvership Party for

relief under the United States Bankruptey Code, 11 U.6.C. §§ 101-1330 (2002), without prior

permisslon from this Court.

IT 1S FURTHER ORDERED that:

ORDER APPOINTING RECEIVER - Page 10
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A. Immediately upon service of this Order upon them, or within such period as may
be permitted by the Recsiver, Defendants or any other person or entity shall fransfer or deliver
possession, custody, and coritrol of the fqllowing to the Receiver:

1. All assets of the Receivership Party, including, without limitation, bank
accounts, web sites, buildings or office space owned, leased, renited, or otherwise occupled by
the Receivership Party;

2. All documents of the Recelvership Party, Including, but hot limlted to,
books and records of accounts, legal fllss (whether held by Defendants or their counsel) all
financial and accounting recerds, balance shests, incoms statements, bank records (including
monthly statements, canceled checks, records of wira transfers, and check registers), client
lists, title documents, and other papers;

3. All of the Recelvership Parly’s accounting records, tax records, and tax
returns controlled by, or in the possession of, any bookkeeper, accountant, enrolled agent,
licensed tax preparer or certified publlc accountant;

4. All loan applications made by or on behalf of Receivership Party and
supporting documents held by any type of lender Including, but not limited to, banks, savings
and loans, thrifts or credit unions;

5. All assets belonging fo members uf the public now held by the ”
Receivership Party; and

8. All keys and codes necessary to gain or secure access to any assets or
documents of the Receivership Party Including, but not limited to, access to thelr business
premlses, means of communication, accounts, computer systems or other property;

B. . Inthe event any person or entity falls to deliver or transfer any asset or ctherwise
fails to comply with any provision of this Paragraph, the Recelver may file ex parte an Affidavit
of Non-Compliance regarding the failure. Upon filing of the affidavit, the Court may authorize,

without additional process or demand, Writs of Possession or Sequestratlon or other equitable

ORDER APPOINTING REGE(VER - Page 11
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writs requested by the Recelvers, The writs shall authorize and direct the United States
Marshal or any sheriff or deputy sheriff of any county, or any other federal or state law
enforcament officer, to seize the asset, document or other thing and to deliver it to the
Recelvers. _

IT IS FURTHER ORDERED that, upon service of a copy of this Order, all banks, broker-
dealers, savings and loans, escrow agents, title companles, leasing companies, landlords,
ISOs, credit and deblt card processing companies, insurance agents, Insurance companies,
commodlty trading companies or any other peison, including relatives, business associates or
frlends of the Defendants, or thelr subsidiaries or affiliates, holding assets of the Recelvership
Party or in trust for Recelvership Party shall cooperate with all reasonable requests of each
Receiver relating to implementatlon of this Order, including freezing and transferring funds at his

or her direction and producing records related to the assets of the Recelvership Party.

STAY OF ACTIONS

(T IS FURTHER ORDERED that:

A, Exoept by Jeave of this Court, during the pendency of the receivership ordered
hereln, all other persons and entitles aside from the Receiver are hereby stayed from taking any
action to establish or enforce any clalm, right, or Interest for, against, on behalf of, in, or In the
name of, the Recelvership Party, any of their partherships, assets, documents, or the Recelver
or the Recelver's duly authorized agents acting In thelr capacitles as such, including, but not

limited to, the following actlons:

1. Commencing, prosecuting, continuing, entering, or enforcing any suit or
proceeding, except that such actions may be filed to toll any applicable statute of limitations;

2, Accelerating the due date of any obligation or claimed obligation; filing or

enforcing any lien; taking or attempting to take possession, custody or control of any asset;

DRDER APPQINTING RECEIVER - Page 12
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atternpting fo foreclose, forfeit, alter ar terminate any interest in any asset, whather such acls
are part of a judicial proceeding or are acts of self-help or otherwise;

3. Executing, issuing, serving or causing thé execution, Issuanca or service
of, any legal process Including, but not imited to, attachments, garnishments, subpoenas, writs
of replevin, writs of execution, or any other form of process whether speclfied in this Order or
not; and

4, Doing any act or thing whatsoever ta interfere with the Receiver taking
custody, control, possession, or management of the assets or doeuments subject to this
recelvership, or to harass or interfere with the Receiver in any way, or to interfere in any manner

with the exclusive Jurisdiction of thils Court over the assets or documents of the Recelvership

Party;
B. This Order doses not stay:
1. The commencement or confinuation of a criminal action or proceeding;
and
2, Except as otherwlse provided In this Order, all persons and entities In

need of documentation from the Recéiver shall in all Instanices first attempt to secure such
information by submitting a formal written request to the Recaiver, and, if such requsst has not
been responded to within 30 days of recelpt by the Recelver, any such person or entlty may

thereafter seek an Order of this Court with regard to the relief requested.

ORDER APPOINTING RECEIVER — Page 13
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JURISDICTION
IT 1S FURTHER ORDERED that thls Court shall retain jurisdiction of this matter for all

purposes.

7
SO ORDERED, this Z:Eday of MvgmBber; 2010

ah.
JUDG Pﬂeyb*mcﬁ

ORDER APPOINTING RECEIVER ~ Page 14
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BLAKLEY, JOHN DAVID

From: LOH, PETER

Sent: Friday, April 13, 2012 5:02 PM

To: BLAKLEY, JOHN DAVID

Subject: FW: Response to April 3 letter

Attachments: Letter to Vogel + Loh in response to April 3, 2012 letter.pdf
Peter L. Loh

214,999.4391 direct

From: Gary Schepps [mailto:legai@schepps.net
Sent: Friday, April 06, 2012 2:05 PM

To: LOH, PETER

Subject: Response to April 3 letter

Peter,

Please find the attached correspondence.

Gary Schepps
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GARY N. SCHEPPS

ATTORNEY & COUNSELOR

DRAWER 670804 TELEPHONE 972-200-0000
DALLAS, TEXAS 75367 FACSIMILE ©72-200-0535

April 6,2012

Peter Vogel VIA Email to: ploh@gardere.com
c¢/o Peter Loh

Gardere Wynne Sewell, LLP

1601 Elm Street, Suite 3000

Dallas, Texas 75201-4761

Re: Your letter of April 3, 2012

Peter,
1. 1do not represent Jeff with respect to tax matters.

2. To the best I can tell, you are still playing your same old pattern of fabricating
groundless claims. We’ve just heard your ridiculous claims you can’t pay the
registration fees in the Cook Islands because Jeff is somehow responsible and
somehow withholding ‘secret’ information from you that you just can’t do
without. Now you claim that somehow Jeff has some other secret information that
you somehow need for the tax reports and returns you have flagrantly refused to
file.

3. As far as | am aware, you and your partners at Gardere are in possession of all the
necessary and relevant information relating to the multiple tax returns and reports
you have failed and refused to file. To suggest that I personally would have that
information is laughable.

4. With respect to your personally directed threats, in my legal opinion your
receivership order has the value of toilet paper. To my understanding of the law,
an order is void that is secured in gross violation of the requirements of Due
Process, such as by you, Sherman, and your firms’ concerted effort to deprive Jeff
of his property and constitutional rights under color of federal law using secret, off
the record, ex parte proceedings. To my understanding of the law, obtaining the
ex parte “order” without a motion on file to support it, and without notice,
opportunity to be heard, sworn affidavits, or bond to protect the rights of those
adversely affected by the order, etc., resulted in an order fundamentally devoid of
due process and void as a matter of law. Further, to my understanding of the law,
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Peter Vogel
c/o Peter Loh
April 6, 2012
Page 2

the District Court lacks subject matter jurisdiction to support the receivership
order, and the order is absolutely void also for that reason. While I have great
respect for the U.S. District Court and the U.S. District Judge, I have zero respect
for an ex parte order unsupported by evidence, affidavits, or findings, that was
signed before a motion for the order was filed in secret, ex parte, off the record
proceedings, which have then been the subject of 2 concerted denial and attempt to
hide those proceedings and create the false impression that the order was signed
[Doc 124] after the motion was filed [Doc 123].

5. Beyond the legal issue of the validity of the order, the secret conferences and
concerted, fraudulent representations made to obtain the ex parte order followed
by the concerted efforts to deny the secret ex parte proceedings, to my
understanding of the law, appear to extend beyond mere violations of Due Process
and cross the line into criminality. In that context, I find you and your firm’s
personally directed threats both offensive, and disturbingly inappropriate. I note
your threats come in a context where you and your firm have used your official
position to repeatedly harass me and, for example, to seize my bank records and to
publish libelous material about me to third parties.

6. It may be, as you have told me, that you are the “true” judge and Hon. Judge
Furgeson will do “whatever you tell him to do”. I, however, have full faith that
no matter how large a shadow you think you and your firm throw, the federal
judicial system is larger than you, and in the end justice, in the true sense of the
word as has been the tradition in this nation for hundreds of years, will be done.

ery truly yours,

Gary N. Scliepps
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BLAKLEY, JOHN DAVID

From: LOH, PETER

Sent: Monday, April 02, 2012 4:47 PM

To: 'Jeff Baron'

Ce: VOGEL, PETER; GOLDEN, BARRY; LOH, PETER; BLAKLEY, JOHN DAVID; 'Gary Schepps'

Subject: Netsphere, Inc. v. Baron et al.--Jeff Baron Personal Tax Return and Other Possible Tax
Filings

Attachments: Letter to Jeff Baron April 2 2012.pdf

Mr. Baron: Please find the attached correspondence.

Peter L. Loh | Partner

Gardere Wynne Sewell LLP

1601 Elm Street, Suite 3000 | Dallas, TX 75201
214.999.4391 direct

214.729.9058 cell

214.999.3391 fax

Gardere | Bio | vCard

GARDERE
Austin | Dallas | Houston | Mexico City

ARRED AR AR F RSN R AR A RS AR R ARSI A A2 kI AR AN

NOTICE BY GARDERE WYNNE SEWELL LLP

This message, as well as any altached document, contains infarmation from the law firm of Gardere Wynne Sewell LLP that is
confidential and/or privileged, or may contain attorney work product, The information is intended only for the use of the addressee
named above. If you are not the inlended recipient, you are hereby notified that any disclosure, copying, distribution or the taking of
any action in reliance on the contents of thisi message or its attachments is striclly prohibited, and may be unlawful. If you have
received this message In error, please delete all electronic copies of this message and its allachments, if any, destroy any hard copies
you may have created, without disclosing the contents, and notify the sender immediately. Unintended transmission does not constitute
waiver of the allorney-client privilege or any other privilege.

Unless expressly stated otherwise, nothing contained in this message should be construed as a digital or electronic signature, nor is it
intended to reflect an intention to make an agreement by electronic means.
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GARDERE

attorneys and counsclors w www.gardere.com

Peter L. Loh

Telephone: 214.999.4391
Direct Fax: 214,999.3391
ploh@gardere.com

April 2,2012

Mr. Jeffrey D. Baron Via Email & Regular Mail
2200 Trinity Mills Rd #106
Carrollton, TX 75006-7892

Re:  Netsphere, Inc., et al. v. Jeffrey Baron, et al;
Civil Action No. 3:09-cv-0988, U.S. District Court, Northern District of Texas, Dallas
Division: Information concerning your personal tax return for the 2011 tax year.

Dear Mr. Baron:

On behalf of the Receiver, I am writing with respect (o tax returns for the year 2011 fo be
prepared and filed by you and additional tax returns for the year 2011 to be prepared and filed
possibly by the Reeeiver. Iam communicating direetly with you because on April 1, 2012, your
personal legal counsel, Mr. Gary N. Schepps notified the Receiver in writing that he did not
represent you in connection with “tax issues.” (A true and correct copy of Mr. Schepps® April 1,
2012, correspondence is attached as Exhibit Al)

A. Tax Returns for the Year 2011 to be Prepared and Filed by You.

1. Information the Receiver is providing to you.

If you recall, pursuant to the Court’s Order Regarding Emergency Motion for
Leave to File Motion to Stay Order to Disclose Attorney-Client Material dated
April 7, 2011, you are responsible for the preparation and filing of your own
personal tax returns. [Docket No. 442.] To facililate your preparation and filing
of your own personal tax returns, I am enclosing with this correspondence two
documents:

. The first document is an Opinion Letter from the accounting firm of Grant
Thornton LLP (the “Grant Thornton Letter”). (The Grant Thornton Letter
is attached as Exhibit B.) The Grant Thornton Letier coneludes, among
otheér things (and note that I am merely paraphrasing here—you should
review the Grant Thornton Letter in its entirety), that you should report
not only your own personal income and expenses, but also the income and
expenses of (1) The Village Trust (because of its status as a grantor trust),

GARDERE WYNNE SEWELL LLP
3000 Thanksgiving Tower, 1601 Elm Street, Dallas, Texas 75201-4761 = 214.999.3000 Phone = 214,999.4667 Fax

Austin = Dallas = Houston = Mexico City
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Mr. Jeffrey D. Baron

April 2,2012
Page 2
and (2) Novo Point, LLC’s and Quantec, LLC’s (collectively, the “LLCs”)
(because their income and expenses flow through to The Village Trust).
o The second document is a statement reflecting the 2011 income and
expenses for The Village Trust and the LLCs (the “Financial Statements”).
(The Financial Statements are attached as Exhibit C.)
Before relying on the Grant Thornton Letter or the Financial Statements,
however, please read the Grant Thornton Letter carefully, as well as the section
below setting forth issues relating to the accuracy of the Financial Statements,
25 Information the Receiver is requesting from you.

Please note that the Receiver has attempted to classify all transactions
characterized in the Financial Statements to the best of his ability during the year
ending December 31, 2011 or other period as applicable. There is, however,
information that the Receiver is missing. Because certain categoties of items and
their corresponding balances shown on the Financial Statements existed prior to
the Receiver’s appointment, the Receiver, to date, has been unable to complete a
thorough investigation of such items and, thus, cannot make any representation on
the existence or valuation of such items. Thus, there can be no assurance that the
Financial Statements as a whole fairly present, materially or otherwise, the
financial position of the applicable entities. Further, there is no assurance that the
information on the Financial Statements pre-dating the Recciver’s appointment
was prepared in conformity with, or presented according to, generally accepted
accounting principles, is fit for any particular purpose, or been subject to any
audit, review or compilation procedures of any kind prepared by an external
accounting firm. In short, as set forth in this paragraph, there might be
information that the Receiver is missing that, if the Receiver were to obtain, might
cause Grant Thornton to modify the Grant Thornton Letter or the Receiver to
modify the Financial Statement (the “Missing Information for Your Own
Return”). Accordingly, the Receiver makes the following requests:

. Please immediately provide the Receiver with all of the Missing
Information for Your Own Return within your possession, custody, or
control.

) For any of the Missing Information for Your Own Return of which you

are aware but which is outside of your possession, custody, or control,
please immediately provide the Receiver with all the information
necessary for the Receiver to obtain the Missing Information (e.g.,
substance of the Missing Information for Your Own Return; location of
the Missing Information for Your Own Return; identities of individuals
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Mr. Jeffrey D. Baron
April 2,2012
Page 3

necessary for the Receiver to obtain the Missing Information (e.g.,
substance of the Missing Information for Your Own Return; location of
the Missing Information for Your Own Return; identities of individuals
with possession, custody, or control over the Missing Information for
Your Own Return, etc.).

B. Tax Returns for the Year 2011 to be Prepared and Filed by the Receiver.

According to the Grant Thornton Letter, the Receiver might possibly need to file separate
tax filings for The Village Trust and the LLCs (in addition to your personal tax return that
should, in Grant Thornton’s opinion, report the income and expenses of The Village
Trust and the LLCs). Howevet, the Receiver lacks the information necessary to
determine if such additional filings are required. This information, at a minimum,
consists of confirmation as to whether the LLCs have ever elected to be “disregarded
entities” under the Internal Revenue Code (the “Missing Information”). In short, as set
forth in this paragraph, there might be information that the Receiver is missing that, if the
Receiver were to obtain, might assist the Receiver in the preparation of tax returns for
other Receivership Parties (the “Missing Information for Other Receiver Parties’
Returns”). Accordingly, the Receiver makes the following requests:

o Please immediately provide the Receiver with all of the Missing Information for
Other Receiver Parties’ Returns within your possession, custody, or control.

. For any of the Missing Information for Other Receiver Parties’ Returns of which
you are aware but which is outside of your possession, custody, or control, please
immediately provide the Receiver with all the information necessary for the
Receiver to obtain the Missing Information for Other Receiver Parties” Returns
(e.g., substance of the Missing Information for Other Receiver Parties” Returns;
location of the Missing Information for Other Receiver Parties” Returns; identities
of individuals with possession, custody, or control over the Missing Information
for Other Receiver Parties’ Returns, etc.).

Please let me know if you have any questions.

.‘s'inc%:ly,

PLL/kp
2227307.2
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LOH, PETER

From: Gary Schepps [legal@schepps.net]

Sent: Sunday, April 01, 2012 6:23 PM

To: LOH, PETER

Subject: Notlce of non-representation

Attachments: Baron--Notice of Non-representation to Vogel.pdf; Letter to Gary Schepps March 30.pdf
Peter,

Please find attached correspondence.

Yours truly,

Gary Schepps
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GARY N. SCHEPPS

ATTORNEY & COUNSELOR

DRAWER 670804 TELEPHONE 972-200-0000
DALLAS, TEXAS 75367 FACSIMILE 972-200-0535

April 1, 2012

VIA Email to: ploh@gardere.com

Mr. Peter Vogel

¢c/o Peter Loh

Gardere Wynne Sewell, LLP
1601 Elm Street, Suite 3000
Dallas, Texas 75201-4761

RE: Notice of non-representation
Peter,
My acceptance of representation for J off has been limited to the specific appeals in
which I represent him. I have not been retained to handle any tax issues. Ihave made a

motion for allowing Jeff counsel for such matters, the motion was denied, and that ruling
is currently on appeal.

If you would like me to represent Jeff on this matter, subject to his agreement, [
will be happy to do so if retainer is paid. I will require $15,000.00 as a non-refundable

initial fee retainer, and $25,000.00 as a refundable expense retainer (for an accountant to
consult on the tax issues).

1 am returning to you your PDF file. If you want me to represent Jeff on this
matter it will need to be within a formal framework.

Yours Truly,

Gary Schepps

enclosure 1
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GARDERE

attorneys amd counselors = www.gardere.com

Poter L, Loh
Telephone: 214.999.4391
Direct Bax: 214.999.3391

ploh@gardete:com

March 30, 2012

M. Gary N. Schepps Via Email & Regular Matl
5400 LBJ Freeway, Suite 1200

Dallas, TX 75240

Re:  Netsphere, Inc., etal, v Jeflrey Baron, <L al.;.
Civil Action No. 3:09-cv-0988, U.8. District Court, Northern District of Texas, Dallas
Division: Infotmation concerning Mr. Baron’s personal tax.retumn for the 2011 tax year.

Dear Mr. Schepps (as counsel to Jeffrey Baton):

prepaved and filed hy“ii)l‘r;. Baror, ‘and additional tax refutns for the year 2011 to be prepared and
filed by the Receiver:

On behalf of the Receiver, I am writing with respget to tax returns for the: year 2011 to be

A.  'Tax Returns for the Year 2011 to be Prepared and Filed by Mr, Baron,

1. Information the Receiver is providing to My, Baron,

If you recall, pursuant to the Court’s Order Regarding Emergency Motion for
Teave to File Mofion to Stay Order to Disclose Attorney-Client Material dated
April 7, 2011, Mr. Baron is reponsible for the preparalion and fiting of his own
personal tux retuns, [Docket No. 442.] “To facilitatc My, Baron’s pteparation and
filing of his own personal tax. returns, I am enclosing with this correspondence
twa documents:

» The first document is an Opinion Letter from the accounting firm of Grant
Thomton LLP (the “Grant Thornton Letter”). The Grant Thotnton Letter
concludes, among other things (and note that I gm rnerely paraphrasing
Tiere—you should review the Grant Thoraton Letter in its entirety), that
Mr, Baron should report not only iz own personal income and expenscs,
but also the income and expenses of (1) The Villape Trust (because of its
status as a grantor trust), and (2) Navo Foint, LLCs and Quantee, LLC's
(collectively, the “LECs?) (bevause their income and expenses flow
through to The Village Trust).

GARDERE WYNNE SEWEL LtP
3000 Thanksgiving Tower, 1601 Elm Strecr, Dallas, Texas 75201-4761 = 214.999.3000 Phone = 21.4,999.4667 Fax

Austin ® Dallas s Honston  Mexico City
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Mr. Gary N. Schepps
Matreh 30, 2012,
Page 2

® The secoid document is a staterent reflecting the 2011 income and
expenses for The Village Trust and the LLCs (the “Financial Statements”™).

Bofare relying on the Grant Thonton. Letter ot the FPinaucial Statements,
howevet, please read the Grant Thornton Letter carefully, as well as the section
below sciting forth issues relating to the accuracy of the Financial Statements,

2 Infornation the Receiver is requesting, from. Mr. Daron.

Ploase note that the Receiver has attempted o classify all transactions
characterized in the Financial Statements to the best of his ability during the year
ending December 31, 2011 ot other period 4s applicable, There is, however,
information that the Receiver is missing. Because certain categories of items and
{ligir corresponding balances shown on the Financial Statements exisfed prior to
the Receiver’s appointment, the Receiver, to date, has been unable to complete a
thorough investigation of such items and, thus, cannot make any representation on
(he existence or valuation of such itemis, Thus, thete can be no assurance that the
Financial Statements as a whole fairly present, materially ot othierwise, the
financial position of the applicable entitics. Furthor, there-ds no assurance that the
information on the Financial Statements pre-dating the Receiver’s appointment
was prepared in conformity with, or presented according to, generally accepted
accounting principles, is fit Tor any particular purpose, or been subject ta any
audit, veview or compilation procedures of any kind prepared by an external
accounting firm. In short, as set forth in this pavagraph, there might be
information that the Receiver is missing that, if the Receiver were to abtain, might
cause Grant Thornton to modify the Grant Thorton Letler or the Receiver to
modify the Financial Statement (the “Missing Information for Mr, Baron’s Own
Retur?). Accordingly, the Receiver makes the following requests:

® Please immediately provide the Reveiver with all of the Missing
Information for Mt, Baron’s Own Return within Mr, Baron’s possession,
custody, or control,

v For any of the Missing Information for My, Baton’s Own Return of which
Mr, Baron is aware bit which is outside of Mt. Baron's possession,
custody, or control, please immediately provide the Receiver with the all
information necessary for the Receiver to obtain the Missing Information
(e.g., substance of the Missing Information for Mr. Baron’s Own Return;
location of the Missing Information for Mr. Baren’s Own Returs;
identitics of individudls with possession, custody, ot control over the
Missing Information for Mr. Baron®s Own Return, éto.).
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Mr. Gary N. Schepps
Match 30, 2012
Page 2

B. T'ax Returns for the Year 2011 to be Prepared and Filed by the Receeiver.

According to the Crant Thomton Letter, the Receiver might need to file separate tax
filings for The Village Trast and the LLC (i addition to Mr. Baren’s personal tax return
that should, in Grant Thornton’s opinion, repoit the income and expenses of The Village
Trust_and_the LLCs). However, the Receiver lacks -the information necessary 1o

detertine if such additional filings are required, This Anformation, at a minimum,
consists af confirmation as to whether the LLCs have ever clected to be. “disregarded
entities” under the Titérnal Revenue Code (the “Migsing Information”™). In short, as set
forth in this patagiaph; there might be informetion that the Receivet is missing that, if the
Receiver were to obtain, might dssist the Receiver in the preparation of tax returns for
other Receivership Parties (the “Missing Information for Other Receiver Paities’
Returns”). Accordingly, the Recelver makes the following requests:

. Please immediately provide the Recefver with all of the Missing Information for
Other Receiver Parties' Returns within Mr. Baton’s possession, custody, or
control. ) ST R

] For any of the Missing Information for Other Receiver Parties’ Returns of which

Mr. Baron is aware but which is outside of Mr. Baron's possession, eustody, or
control, please immediately provide the Receiver with the all information
necessary for the Receiver to obtain the Missing Information for Other Receiver
Parties’ Retutns (e.g., substance of the Missing Information for Other Regeiver
Parties® Returns; location of the Missing Information for Ofher Recelver Parties’
Returns; identities of individuals with possession, -custedy, or control aver the
Missing Information for Other Receiver Parties’ Returns, ete.).

}’imsg \iet me know if yowhdve any questions.
f Sincurc&s Iy
.
AT

PLL/&p
22273022
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Grant Thoraton LLP

S mamhar of Geant Thomton lntemational
747 Main Sircet, Ste, 1500

Dallas, TX 752014667

T 214 661 2691

F 214 661 2370

markthomer@ug,al.com

vewyy; arantbarplon.qom

Memnptandom
To The Files of the Jeft Baron Receivership
From:  Wark Thorne

D 3/6/12

Re: Filing Requirements for the Receivers hip of Jeff Baron

FACI'S

Gtant Thotiton, LLP, (“Grant” ot “Giant Thotnton™) has been engaged to assist the Receivership of Jeff
Baron (“Receivership”) with certain 11.S, tag questions, Most tecently, Granthas been teuested to
camment on the U.S, filing requitements of the Receivesship patties in general, and in respect to the
Village Tiust and those entities rolling up 1o the Village Trust in specific, namely Quantee, LLC and
Novo Peint, LLC,

To date, Jeff Baton and other cestain pacties subject to the Receivership Order have declined to cooperate
with fhe Receivership: Accordingly, Grant has ot been able to teview sufficient: gvidence o
independently verify cettain facty, '

Michelle Wosenblatt and Flizabeth Morgin (nee Hlizabeth Morgan Schurig), formerly of Schuaig Jetel
Beckett Tackett, and vow of ity snccessor v fien, Morgan Adler Buxton Jetel, ate former advisors of Jeff

Bacon, et al. They have ideatificd The Village Teust; (“Village Teust”), € Coolk Islands trust, as being
classified asa Grantor Trust for U5, federal inconie tax purposes,

Although Grant has beets tnabli iwindeptn dently verify classifieatfon of thie Trost; Gait s Beeh ™

requested ta discusstihe filing rapivements of she parties. based on, the assumption that the Village Trust

is, indeed, a Gasntor st

Itis our understanding that J&fF Baron is both the Grantor and sale beneficiaty of the Village Trust,
ISSUES

If the Village Trust is a foreigh geantor trust, what are the US ‘filing: requiretnents for the Village L'rust, and

fot its two immediate Foreign subsidiaties, Noyo Point, LLE and Quantec, LLC?

CONCLUSION

Copyright 2008-Grant Thornton LLP: All righte rosgrved,
.S, memtier firrn o Grant Thosnton Titsmatonal L
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M. Jef€ Baron, individuatly, should be responsible for filing any and all LIS, filings regnirved for the Villiyge
Trust based oo the representations of Me. Bagon’s former advisors. "The Village T'mist retum is due to be
filed with M. Baron’s individoal retisin. Similarly, information retutns for Quantee LLC and Navo Point
LLC are requited to be prepared and filed boy M. Bavon s part of his lndividual retu, regardless of thelr
status as eithes corporate entities or entities disreparded as being separate from their owner (Foveign
corporations and foreign TDREs would have difterens filings, but a filing would still be required in cither
CASE). - : '

T'hete is a possibility of additional retyrns heing requitgd for Quantec LLC iind Nevo Point LLC,

Although Grant does not have sulficient information to determine whether sueh a filing vegnirement
extsrs due to Mr, Baron's refusal to cooperate, if Quantee, LLC, and Novo Point, LLC ate cotporats
entitics for US fedesal income tax putposes, and if, afler a review of sll facts and clreumstances, Quantec
LLG and Novo Point LLEC were deetned to have a US teade or businesst, then the Receivership would
need to file a Fogm 1120-1 for these entities. At this tinie, Grint is not awire of any such filing hoving
been made in priox yeats, The filing of a Form 1120-F would not relieve Mr, Buron of his requirement tof
(il any information return for Quaniter LLC or Novo Point LELC with his individual vetarn,

DISCUSSION

1o genesal, IRC Sec. 6048 gequires that certain information, to be filed on behalf of foreign tusts hiving,
specified] contacts with the US. Briefly, there axe three types of contacts with the US that would trigger
these requirements: & US taade o business, A US grantor, or 1 US beneficiary. The Village T'rust does not
appenr to have any US trade or business, and further discussion of this scenario is beyond the scope-of this

memorandum,

The next clement of the analysis s to determine swhether the forelgh trist qualifies as a “grantor wust”
undet IRC Sec, 671-679. Genetally speaking, a foteign grantor trust is disregarded as belog separate from
its US prantot, and all of its items of incame and expense will be teported on the US grantor’s tax temrn.
Alternately, if the foreign trostis not 4 geantor trual, then ils existence i respected and each of the grantor

and the beneficinty ate subsject to requirements to fleinformation returns with slightly different content.

"The pettinent parts of IRC Seg. 671 cssentially state-that if a grantor orother pesson is treated. as an owner
of any patrtion of 4 teust identified in IRC Sec. 671 tirough Sec. 679, then that person will recognize suel
items of inceme, deductions ot credits of the trast as mre telited to theiv ownership, This position is
frther strengthened by case law? A

IRC Sec. 679 fu particular deals with foreign grantok frsts. Pagaphtased, IRC Sec. 679 taxes the grantor as
the owner of the foreipn trust iFhe meets four sedquivements; the prantot Is a US person, the transferor

ralies a divect or indivect transfer fa the trust, the (ost is foreign, and the trust has 8 US benefichaty, Tn
the case of the Village Trusr, Jeff Baran appears to et all of the salicat points.

1o conjunction with certain changes to TRC See. 679 regueding foreign grantor wasts under the Taxpayer
Relief Act of 1997, the 1RS also published Notice 97-34% o provide additional goidanee. Rssentially, the
felevint patts of the Notice reitemte the tequired infosmation reporting nuader IRC-Sec. 6048, and also
pefers to the (acthe time) newly revised Formis 3520, and 3520-A

I As noted in the Discussion section below, the definition:of a US trade.or business for federal income tax
purposes is heavily based on a facts and cltcamatances analysis.

* Sep Madorin v. Comm.’r, 84 1.C. 667 (1933). See also Rev, Rul, 85-13, 1985-1 C.B. 184, Rev..Rul, 87-61,
19872 C.B. 219, and Rev, Rul, 2004-86, 2004-33 LR.B. 191 for additional guidance.

3 1997-1C.B. 422,

Grait Thoralon LLP
1.8, momber-irm ol Grent Thorrlon (nternalionphLid
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GrantThornton

The insttuctions fot Rorm 3520-A, Antwal Information Return of a Foreipn Trust with & 1.8 Ownet
provide additional clarity, In the “xho Must File” section of the instructions for Form 3520-A, it states:

A [oreign trust with a US ownér must file Fowm 3520-A in oxdler for the US ownet to satlsfy lts
annual infotmation keporting requitements under section 6048(h). ¥ach US petson trented as an
owner of any portion of » foreign trust under section 671 thtough 679 Is responsible fax ensuring
that e foreign trast files Forn 3520-A snd (urnishes the vequited annual stitements toits US -
awnets and US beneficiaties.

=g

Grantot Trust :
A grantot tust is any trust to the extent that the assets of the tust are trcated s owned by 4
person othet than the lrust. See the.geantor trast tules in sections. 671 through 679 fof the IRC].

As noted in the facts sectioh.above, Grant has been unable to independently veuify the status of the Village
"Prust. ‘Guant has been asked by the receiver to assume that the Village Trust is 2. Grantor Trost, and-to
commyent accordingly.

Under the assumption that the Village Prustis a grantor trust, t'he open glem_euts to be shc_)wn are
1) Village Trustis a foreign trust;
2) 'The-g_rantor;is - US person; and
3) The bencficiaty is a US petson,

After discussion with the attorneys for the Recelyer and discuysions with the formegaduisots, Motgan and
Rasenblatt, Grant bas been requested to assume that the Village Tiust is a foreign trust; the catily is
presumed to be a validly farmed and exlsting trust, orgahized in the Cook Islands.

Jebf Baron is; to the best of our knowledge, both the beneficiary and the grantor for the Village Ttust; M.
Baron is also, to the best of ont knowledpe, a US citizen and resident,

be owned by its peantor and beneficlay, Jetf Baron, Accotdingly, Jeff Baton will be requiced to fle a
Form 5520-A, and teport the nssets, income, liabilitics, expenses, and credits of the trust on his personal
cetend Note, this Porn is a filing tequitement for the individual ownet to satisfy his nfomational ling
recfuirenents, and it is not a reguitement of the foteipn trust itself. Tt will be signed by Jeff Baron, not the
Village Trust, as will JefPs persanal income tax rekarh,

By default, since we are assuming the Village Trust is a grantoe trust, the Village Trust will be deéenied to

T'o the extent that there are other foreign entities under the Village Trosr, these entities will be eported as
il the Village st does notexish, Thum, he fneonte, exponse, and credits of any Howsthrough entity held
dicectly by the Vilbige Trust willpoll tothe US shareholder (Jeff Baron) and will be reported on. the
appi‘npl'hl[{: informatipy reruen. Alteenately, if there is & Farcign corporate holing utidder the Village Trusty
the: entity will repart as controlled fareign corporation held by Jeff Baron individually. Fither Form 5471
Tnfonmation Returas of U.S. Petsons with Respect to Certain Foreign Corporations, Form BB65 Retun of
1S Persons with Respect to Foreign Pagtnerships, or Form 8858 Information Return 'of US Persons with
Respeet to Horeign Disregarded Entities will apply. In each.vase, the U8, shaccholder, My, Jeff Baron, s
responsible for [iligg the tetutt Lo teport the income in. these foreipn ’holdfngs.

4 Joff Ruron holds the Villuge Trust ditectly, and not through auy other entities of which Grant isaware.

Grant Thornton L1.P )
\1.8. memher firm, of Geant Thornton Internalional L
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Mi. Baron has not provided the Regeivership sufficient in formation For Grant to provide sn independent
assessment of the individual estities under the Village Trast: Howeveg, while Grant is unable to determine
whethes the individual entities in question ate disregarded (“DREs"), partnesships, or cogporation, the
filitig, tequitement still falls to Me. Bacon individually. Thus, for: Quantee, LLC and Novo Point, LLC,
vegakdless of their classification as o DRE, controlled foreign sorpordtion, or petnerships, Jell Baron
pessonally would still bear the US filing responsibility [or these entitles.

The sole poteatial excéption wheteby one-of these: foreign entities might have ts own filing veqirement is
in the instance that they have a US trade or business. U'o.date, there ate no such US trades or businesses
of which Grant has been macle aware. However, if Quantee LILE o Nove Point LLC wete controlled
forcipn cotporations (“CECe”), and if the teceiver-appointed manager sere deemed (o be a dependent
agent, it Is possible that these en litics might be deemed to bave s US tende o bosiness and be reguired to
File Form: 1120-F, US Income 'Tax Return of 4 Foreign Corporation. Altermately, if Quantee LLC anl
Novo Point LLC have elected to lse DREs tather than carposadons, there would be no such ruquivement
to fle Borm 1120-F as all of the income, deduction, and credits of these entities would be repotted onMr,

Barou’s individual teturn.

‘The analysis and detetmination of whethet an cntity has a US trade or business is heavity bnsed on, facts
and circumstances, As noted above, Geani has not received sufficient information to conelude as to the
staiuy of the entities in question, or suffcient i.nfm_mation to develop a facts and circumstances analysis. to
see if thete was a US tade or busingss, ‘T'o make this determination, at the very lewst Grant would need 2
copy of a vilid previously-filed.and approved Porns 8832 Eantity Classilication Rlection for Novo Point.
1.LC and Quantec LLC. Grant has not teccived any such Form from the Receiver, Mr. Baton’s former tax
advisors, e, Ms. Morgan, or Mr. Baron. Further, in the event that an 1120-F was requited, Grant does
not have ehough information to file asufficiently complete Fotm 1120-F under the pald preparer
standards such that Geant would be able to file the retusn.f '

A¢ Me. Baron has declined to provide sufficient information for the Receivership to file an annual income
tax retuzn on his behalf in prior yeats, the coutt previonsly granted u mation to sever the filing
requitement of Mr, Baron’s individuinl returiy from the tesponuibilitics of the Reccivetship and placé the
burden back on Mr. Baron,

Accordingly, to assist Me. Baronin the preparation of his taxes, the Recelvetship Is providing Me. Baton
with copies of the statements of income and expenye, and balance sheets of all of Quantee; LLC and
Novo Point LLG, in addition te such infotmation as the Receivership has available in tegatds 1 items of
income and expense: flowing into the teust,

Mz, Baron, individually, will be responsible for making the determination: of his filing requivements and
will be required to file such Fotm ot Forms as needed.

Circulat 230 Disclosure

This memorandum addresaes cortain US federal incomie tax issues only and docs notaddress any
state, local, or othet foreign tax issues, Our discussion Is based on the Internal Revenwe Code of

5 With the Settloment Agreement:in place, there is no evidence that sither Quantee LL.C or Nove Point LLC has a
secand owner such that they would quality as a partnership. Absent sotne kind of nominee pattner, these entities
will likely be.vither DREs or CFCs,

% In order to complete Forn 1120-F, Grant would need. (among other things) complete information on income
and asset sourcing, the structure and financial inforrnation of any additiorial entitles that are owned or partially
owned by Quantec LLC and Novo Paint LLC, as well as acomplete list.of any and all intercompany
teansactions. To date, Grant has;only been able to gather the partial information avdilable from the Receivership:
and Ms. Morgan. Mr, Buron has not provided any such information,

Grant Thorntop LLP
U.S. member firm of Granl Thoraton fnlermallans] Ltd
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1986, as anxended, the Treasuty Regulations promulgated thercunder, and other televant
authoritics, Thege authotities are:all subject to change, and such change could have retioactive
effect, Any such changes could thus bave an effect an the validity of our conclusions. Unless
specifically requested, we will not updaie this Memaorandum for subsgquent changes or
modifications to these authoritice. Futthes, this memorandum is based on our interpretation of
these autharitics; anothet knowledgeable party (such as the IRS ot a court heating the same facts)

might reach different conelusions,

The advice éxlzrééﬁ.éci in the Menmotandum ie niot an ;opi}i_iion a6 ta the tax cf)x{se'q‘\vlencg;bf\tixél
wangaction. We would need to petform amaore thorough revicw and analysis before we could

render an opliiion.

Out conclusions ate limited to the issues addressed in this Memorandumy and ate based on facts;
assuraptions, documents and fepieseitations we have feceived fram you, and on any assumptions
stated herein. We have neither independently investigated not verified these facts, '
representations, and assumptlons, although we have coneidered thelr reasonableness, 1fany of
the facts, teptesentations er assumptions-reflected:in this Memorandum are not accuraie; outr

S -

coniclusions atc hot applicable. " -

In accordunce with applicable professional segulations, please undetstand that, unless expressly
stated othetwise, any written advice contained in, fotrwarded with or attached to this document is
pot intended of wiitten by Grant Thotnten LLE to be used, and cantiot be used, by any person for
fhe puspose of avoiding any penaltics that may be imposed undeg the Internal _Re_v.en_ue Code.

Grant Thornton LLP
1.5, morbor Nrm.of Grant Thamton Inlernational Ltd
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Grant Thorpton LLP

US membee of-Grant Thomton Intematlonat
1747 Main Street, Sté, 1500

Dallas, TX 75201-4667

T214 581 2661

F 214 661 2370

malhome@us.at.com

Memorandem
oz I'he Files of the Jett Bavor Receivership
Frome:  Mark Thorne

Datee 3/6/12

Ra: Filing Requirements: for the Recelvership of Jeff Baron

FACT'S

Grant Thotaton, LLP, (“Grant” ot “Geatt Thornton”) hias been engaged to assist the Recelvetship of Jeff
Baron (“Receivership™) wdth certaln TS, tax questions: Most ecently, CGrant has been requested to
comment on the U.S, filing requitements of the Receivetship pattics In genesnl, and i respect to the

Village Tust and those entities rolling up itta the Village Trust in specific, namely Quanteg, LLC and
Novo Point, LLC,

To date, Jeff Baton and other cettain pasties subject to the Receivership Oder have declined to coopetate:
with the Receivership: Accordingly, Grant has ot been able to teview sufficient-evidence o
independently verify certain facts. ’

Michelle Roscnblart and Elizabeth Morgaa (nee Hlizabetl Morgan Schutig), formerly of Schoig Jetel
Beckett Tackelt, and now of ity successor law fiem, Motgan Adler Buston [etel, are former advisors of Jeff

Buton, ¢t al. They have identificd The Village Trust, (“Village Trust”), & Cook Islands trust, as being
chissificd as o Geantor Trust for ULS: federal Micome tax purposes,

Aliough Granthas Tieen unable 1o independently verify classifieation of thie Trust, Geant has been

requested (o discuss: the filiog requirements of the parties based on the assumption that the Village Ttust

Is, indeed, a Grantor st

1t is our understanding that Jeff Baron is both the Grantor and sole heneficiary of the Village Trust.
ISSUES

If the Village Trust is a foreigh geantos trust, what are the US filing requirements for the Village Truat, and

forits two immediate foreign: subsidiaries, Novo Poiat, LLC and Quuntec; LLC?

CONCLUSIONM

Gopyright 2008-Grant Thornton LLP, Allvights reerved.
U.8. nemlies fir 6f Grant ThomtanIntematonel Lid
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My Jeff Buaron, individually, should be tesponsible for filing any and all LLS. filings required for the Village
Temst based an the tepresentations of b, Baton’s former advisors. The Village Trast return is due to be
fited with My, Baron’s individual retorn. Similudly, information returng for Quantec LLC and Navo Toint
LG ate sequited to be prepared and filed by M. Baron as part of his individual rewuro, regardless of theie
status as either cotporate entitdes or entitice disreparded as being separate from theie owner (forelgn
corpotations and forejgn DRES would have diffesent Gilings, but & filing would still be requived in cither
casc) ' :

There fs n possibility of additional returns being required for Quintec LLC snd Novo Peint LLG,
Although Gerant does not have sufficient information to detetmine whether such a filing requirement
sxists due to Mz Baron's refsal to coopetate, if Quantee, LLC, and Novo Point, LILE ave enorporite
entitics for US federal ncome tax putposes, and if, after 2 revicw of all Facts and cireanstances, Quantse
LLG and Neovo Polut LLC were deemed to have 1 US trade off business!, then the Regeivership would
qeed to file a Torm 1120-F for these entitics, At this e, Grant s not aware of any such Bling having
been made in priot yores. The filing of a Fowm 1 120-F woulkl not felieve Me. Buton of his requisement to
fle ser information tetugn for Quantec LLC ot Nova Point LLC with his individual return.

DISCUSSION

In genexl, IRC Sec: 6048 requires that cextain infommation to be filed on behalf of forelga trusty hiving,
specified contacts with the US: Biiefly, there pee three types of contacts with the 1S that would tigger ™
these tequitements; a US tade ot business, 1 US geantar, or 4 US beneficiary. The Village Trust does not
appeat to have any US trade ot business, and further dischssion of this seennrio is beyond the scope-of this
memorandum.

The next eletuent of the analysis is to determine whether the foreigt trust qualifies as a “grantor tust”
uudcu.mC.Sec.;GME._Geucmlly_spenking..s.-t_'ﬂ'zcign-g.mnm::_tmﬂfis_diémganisins;b.cings._eparam_&qm_ DEp—
its US prantor, and all of its items of incoms and expense will be teposted on the US grantor's tax retuti,

Aliernately, if the foreign trust is not a grantor trust, theq its existence is respected and each of the grantor

and the beueficiaty aze subject to requitements 1o fils informution teturns with slightly different cantent.

The pectineat parts of TRG See. 671 essentially state that if a grantor or other person is treated ds an owner
of any pettion of a trust identified in IRC Sec. 671 theough See, 679, then that peeson will recognize sweh
iters of income, deductions ot credits of the trast as ure related to. their owaership, This position is
fucther strengthened by caselaw?

IRC See. 679 in particalas deals. with foreigh grantot trusts, Paraphiased, TRC Bec, 679 taxes the grantor as
the owger of the foreign teustiChe meets four tequirements: the grantor is % IS person, the teansferor
malkes a direct or indireet: feansfer to the tust, the trust is forelgn, 2nd the tust hus a US beneficiary, In

the case of the Village Tusr, Joff Baton appedrs to teetull of the salient.points.

To conjunction with certain chianges to IRC Sex. 679 regarding Foreign grantor trusts under the Tazpayer
Relief Act of 1997, the 1RS also published Notice 97-34% 10 provide additional guidance. Bssentially, the
relevant parts of the Notice geiterate ihe requited information reporting noder IRCSec. 6048, and also
yefers to the (at the tinse) newly cevised Forms 3520, and 3520-A

I Ag noted fn the Discussion seetion below, the definition of & US wade or business for federal income tax
?urpnses Is heavily based on a facts and circumstances analysis.

See Madorin v. Comm'r, 84 T.C. 667 (1985). See also Rev, Rul. 85413, 1985-1 .3, 184, Rev, Ral. 87-61,
19872 C.B, 219, and Rev., Rul. 2004-86, 2,004-33 LILE. 191 for additional guidance.

31997-1C.B. 422

Grait Thomlon LLP
U:8, mombar-firm of Granl Tharnton InternaflonalLid
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"The instructions for Rotm 3520-A, Annual Information Return af a Poreign Trust-with & US. Owner
provide additional clatity. In the “Who Must File” section of the instructions for Formn 3520-A, itytates:

A foreign trust with a US owner must file Formn 3520-A in oviles for the US owner to satisty its
annual infotmation teporting requitéments under section 6048(h). Hach US petson treated as ats
owner of any partion of a foreign trust under section 671 through 679 Is tesponsible for ensuring
thit the Foreign trust fles Form 3520-A sud Furnishies the required annual statements ko its US
awnets and US beneficiaties.

[]

Grantor Trust
A gtantor teust is any trust to the extent thiat the assets of the st ate treated ds owned by a

person other than the teust. See the grantor trust sules i sections. 671 through 679 {of the IRC].

As noted in the Facts section above, Grant has been unable to independently verify thie status of the Village
Trust, Grant has been asked by the receiver to assume that the Village Trust is a Grantor Teost, and to

comnient accatdingly,

Under the assnmption that the Villige "T'rust is # grantar trust, the ppen elemerts to be shown aee;

1) Village Trist is a foreign trust;
2) Thegeantoris a US person; and
3) ‘The beneficiary is a U3 person,

After discussion with the attorneys for the Receiver and discussions with the former-advisors, Morgan and
Rosenblatt, Grant has been requested to assume that the Village Trust s a Foreign trust; the entty is
presumed to be-a validly fotmed and existing tenst, otganized in the Coak Islnds.

Jeff Baran Is; to the best of our knowledge, both the beneficiary and the grantor fot the Village Ttust. Me.
Baron is alsa, to the best of our knowledge, 2 US citizen and resident.

By default, sitcewe are assuming the Village Teust is a grantor trust, the Village Trust will be deained to
be awned by its grantor and benefichury, Jeff Baron, Accordingly, Jeff Bagon will be requited to file a
Porin 3520-A, and report the asscls, income, liabilities, expenses, and credits of the trust on his personal
seturn.t Note, this Form is a fling requirenent for the tndividual owner to satisfy his informational fillay
recnirements, abdl it fs not a requitement of the foreign toost itself Tt will be signed by Jeff Baton, not the
Village Trust, ao will Jefls persohal income tax retun.

T'o the extent that there are other foreign entities under the Villige Trust, these entities will'be reported as
if the Village Trast does nov exist. Thus, the incormne, expense, and ciedits of any How-through endty held
divegily by the Village Trust will roll 1 the US shateholder (Jeff Baton) and will be reported of the
appraprute information e, Alteenately, if there is o foreipn corporate holding under the Village Thust,
the entity will report as controlled fareign corporation leld by Jeff Baron individually, Bither Tfoxm 5471
Information Returns 6f 1.8, Persons with Respect to Cextain Foreign Cotporations, Form 8865 Return of
US Persons with Respect to Foreign Partnesships, or Fotm 8858 Information Return of US Petsons with
Respect to Foreign Distegarded Entities will apply, Tn each case, the U.S. shaveholder, M. Jeff Baron, is
responsible for filing the tetuen to.ceport the income in. these foreign holdings.

4 4eft Baron holds the Village Téust directly, and not through any other etitities of which Grant is aware.

Grand Thorpton LLP
11,8, member fium of Grant Thornten Intetnaliongd.Ltd
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M. Baton has pot provided the Receivetship sufficient information for Gtant to provide an independent
assessment of the tndividoal entities under the Village Trust, Howevet, while Grant is unable to determine
whether the lndividual entities in guestion ave disregarded (DRES”), partnesships, or cotpotation, the
filing requivement still falls to My, Baton indivicually, ‘Thus, for Quantee, LLC aund Navo Polnt, LLG,
regardless of theie classification as 2 DRE, controlled forcigh corporation, or pattiership?, Jeft Baron
personslly would still bear the US filing ruspotsibility fot these entities,

The sole potential exeeption whereby ane of these foreign erttities might have its own filing requirement is
in the instance that they have a US trade or business. T'o date, there ate no such US trades or busindsses
af which Grant hns been made gwace. However, if Quantee LLC ot Novo Point LLC wete conwolled
forelgn cotporations (“CICs”), and if the receiver-appointed manages wele dremed to be a dependent
agent, it is possible that these eatitics might be decimed to Kave a US tude ox business and be required to
File Form 1120-F, US Incorie Tag Retm of a Porelgn Corporation. Altetnately, if Quantee LLE and
Novo Point LG hive clected to be DREs tathet than corporations, thete would be no such requirement
to file Borm 1120-1 as all of the income, deduction, and ¢redits of these entities would be reported on Mr.

Baion’s individual réturn.

The analysis and detetmination of whethet an entity has a US trade or business is heavily based on facts
and circumstances. As noted above, Grant has not received sufficient Jnformation to conclude as to the
status of the entities in question, of syl’fﬁg;itnt information tn cdevelop a facts and circumstances ma]ysls to
see if there was a 1S trade ov business, To make this determination, at the very least Grant would need a
copy of a valid previovsly-filed and approved Form 8832 Entity Classification Election for Novo Poink. -
LLC and Quantec LLC. Grant has not received any such Borm from the Receiver, Mr. Baron’s fosmer ta
advisots, i.c. Ms. Mougan, ot Mr. Baton. Further, in the event that an T120-F was required; Grant does
ot linve enough informaron to file & sufficlently complete Form 1120-F uoder the paid prepater
standurds such that Grant would be able to file the retugn.f

As Me. Baron has declined to provide sufficient information for the Receivership o file an annual income
tax teturn on his behalf in prior yeats, the coutt previously granted « motian to sever the filing:
sequirement of M. Baton’s individus] return from the responsibilities of the Receivershipiand place the
butden back on Mt, Baton, ’

Accordingly, to assist Mr. Baronin the preparation of his taxes, the Recelvership is providing Mr. Baron
with copies of the statements of income and expenise, and balance sheets of all of Quantec, LLC and
Novo Point LLC, in addition to such informatiot as the Rectivetship has available in regatds 1o fiems of
income and expense flowiig into the teust:

Me. Baron, individually, will be responsible for maldrig the detevmination: of his filing requivements and
will be required to file such Form or Forms as needed.

Civculat 230 Disclosure

This memotandum addresses certain US federal income tax issues only and does not address any
state, loeal, or other foreign tax issues, Our discuesion is based on the Intemal Revenwe Code of

5 With the Settlement Agreement in place, thers is no evidencs that either Quantes LLC or Novo Point LLC has a
second owner such that they would qualify as a partiership, Absent some kind of nemince partner, these eniities
will likely be either DREs or CFCs.

5Ty order to complete Form. 1120-F, Grant would need (among other things) complete information on income
and nssel sourcing, the structure and financial information of aiy additional entities that are owned or partially
owned by Quantec LLC and Novo Paint LLC, as well as a complete list of any and all intercompany '
transactions, To-date, Grant has only been able to gather the partial information available from the Receivership
and Ms, Morgan. Mr, Baron has not provided any sach Information,

Grant Thornton LLP
;8. member firm of Granl Thatnion Intsrational Lid
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1986, as amended, the Treasury Regulations ptomulgated theteundex, and other refevant
autlioritics, These authorities ate:all subject to change, and such chiange conld hiave tetroactive
effect, Any such changes could thus haye an effect on the validity of oue conclysions, Unless
specifically requested, we will zgot.updam.;his'Mcmumudum for pubsaquent changes or
modifications to theee authotitics. Further, this memorandum is based on our interpretation of
these authorities; anothet lampwfe_(tgeable patty (such as the IRS oz a court hearing the same faats)

might veacly different conclusions.

The ddvice expressed in the Memotandum is siot an opinion as ta the tax cohsequences of the
teansaction, We would need to perform a-more thorough feview and pnalysis hefore we could

tender.an opinton.

Out conclusions ate limited to the issues addressed in this Memotandum; and are based on facts;
assuraptions, documents and feprescittations we have received fram you, and on any assumptions
stated-hitein, We have neither independently investigated nor veritied these facts, ‘
representations, and assumptions, although we have considered thels reasonablences, If any of
the facts, representations ot assumptions reflected-in this Memeorandum. are not accucate, out

conclusions ate hot applicable.

In accordance with appl'icab:le' proﬁessio'n'a'l regulations; please understand that, unless cxpiessly
stated othetwise, any written advice contained in, forwarded with, ot attached to this document is
not intended ofwritten by Grant Thornton LLF to be used, and cannot be used, by any person fot
the purpose of avoiding any penalties thatmay be imposed under the Inteenal Revenue Code.

Grant Thomton LLP
1.8, mombof fisin.of Grant Tharatan inlematlondl Lid
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i-Jan-il

The Vilfage Trust Jncome and Expenses for 2011

5-Jan-il

$15,160.00

5-Jaz-1 11

21,5392

13-Jan- L1 ;

33.50

AMae-j1 Wirel 810,725,
7-Mar-11 Wire £12.000.00 $61,533.80
11-Ma=11 Fezs & Svo Chas, $16.50 $61,51750
S-Mav-11] Wire $14.485.851 $120.136.14
11-Mav-11] Wire ; §16.217.65! S100918.47
11-May-11 Wirsl $12.475.00 £58.443.47
11-Mav-11 Wiret $5.909.09 $83.443.57
19-May-11 M $50,000.00 $33 443 47
12-Mav-11] Fees & Sve Ch 53300 ] 33341047
i s i e AR e S SRR
1-33)-11 Wirs $15.000.00 £56,616.24
S-Ful-11 Wire $9.462.46) $66.078.70
: $16.50 $56.062.20

2-Sep-il 538.056.3% 447.28
14-Sep-11 Fees & Sve Ches $16.50 $125.450.78
16-Sep-11 Check no: 9001 £3.000.00 $120.430.78
15-Sep-11 Chesck no. $003 $5.006.00 $113430.78
21-Sep-11 Check 0. $006] £338.90 $115.871.88
23-Sen~1i Check no. 3004 8572.84 $114.099.0¢

$113.933 mmh
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14Noy-ill ____ Checkro 9007}
£4-Nov-11 Chasl

T6:Nov-11]

$297,866.18

Dalles £5304752v2 2
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BLAKLEY, JOHN DAVID

From: Jeff Baron [jeffbaron1@gmail.com)

Sent: Wednesday, April 11, 2012 8:11 PM

To: LOH, PETER: VOGEL, PETER; GOLDEN, BARRY; BLAKLEY, JOHN DAVID; Gary Schepps

Subject: Re: Netsphere, Inc. v. Baron et al.--Jeff Baron Personal Tax Return and Other Possible Tax
Filings

Mr. Vogel,

To deal with these tax issues, I need a qualified accountant and tax counsel. Accordingly, please agree
to release a portion of my money sufficient to pay for an accountant and tax counsel.

Jeff Baron

On Mon, Apr 2, 2012 at 5:46 PM, LOH, PETER <ploh@gardere.com™> wrote:

Mr. Baron: Please find the attached correspondence.

Peter L. Loh | Partner

Gardere Wynne Sewell LLP

1601 Elm Street, Suite 3000 | Dallas, TX 75201
214.999.4391 direct

214.729.9058 cell

214.999.3391 fax

Gardere | Bio | vCard

Error! Filename not specified.
Austin | Dallas | Houston | Mexico City

FNARRARAERANARIN KA &R AFARISN A AA R NANAREA TS AT d R AR d b doh

NOTICE BY GARDERE WYNNE SEWELL LLP

This message, as well as any altached doctiment, contains information from the law firm of Gardere Wynne Sewell LLP that is
confidential and/or privileged, or may contain attorney work product, The information is intended only for the use of the addressee
named above. If you are not the intended ricipient, you are hereby notified that any disclosure, copying, distribution or the taking of
any action in reliance on the contents of this message or its attachments is strictly prohibited, and may be unlawful. If you have
recelved this message in error, please delete all electronic copigs of this message and ils attachments, if any, destroy any hard copies
you may have created, without disclosing the contents, and notify the sender immediately. Unintended transmission does not conslitute
waiver of the altorney-client privilege or any other privilege.

Unless expressly stated otherwise, nothing contained in this message should be construed as a digital or electronic signature, nor is it
intended to reflect an intention to make an agreement by electronic means.
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No. 10-11202
In the
Hnited States Court of Appeals
for the FFifth Circuit

NETSPHERE, INC. Et Al,
Plaintiffs

V.
JEFFREY BARON,

Defendant-Appellant

V.
ONDOVA LIMITED COMPANY,
Defendant-Appellee

Appeal of Order Appointing Receiver in Settled Lawsuit

Cons. w/ No. 11-10113
NETSPHERE INC., Et Al, Plaintiffs
V.

JEFFREY BARON, Et Al, Defendants
V.

QUANTEC L.L.C.; NOVO POINT L.L.C,,
Appellants
V.

PETER S. VOGEL,

Appellee

Appeal of Order Adding Non-Parties Novo Point, LLC
and Quantec, LLC as Receivership Parties

From the United States District Court
Northern District of Texas, Dallas Division
Civil Action No. 3-09CV0988-F

RESPONSE TO NON-SEALED VERSION OF VOGEL MOTION TO
CONFIRM THE PROPRIETY OF HIS ACTIONS
AND MOTION FOR EVIDENTIARY HEARING
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TO THE HONORABLE FIFTH CIRCUIT COURT OF APPEALS:

COMES NOW Appellants, and subject to the preliminary Fifth Amendment
objection and motion previously filed in this appeal, make this response with
respect to the 4-13-12 MOTION filed by Appellee Mr. Peter S. Vogel in 11-10113,
11-10290, 11-10390, 11-10501 to supplement the record on appeal with The

Receiver's Motion to Release Receiver from filing Tax returns [7062795].

I. ARGUMENT AND AUTHORITY

Vogel offers no legal authority to support the relief he requests. Like Vogel’s
motion with respect to his willful defaulting on multiple international arbitration
proceedings and resulting willful loss of the assets of the estates of Novo Point,
LLC, and Quantec, LLC,' Vogel again seeks a preemptive finding from the Court
that his actions which are clearly neglectful and improper under the law, have been

proper.

VOGEL HAS ALL OF THE RECORDS OF BARON’S ASSETS AND
RELATED INCOME—THEY WERE SEIZED BY VOGEL IN 2010

Vogel, and only Vogel has all of the possible information— since 2010
Vogel has been in exclusive possession of the assets and the investment income.
Yet, Vogel claims he needs some mysterious “certain information” that somehow
prevents him from filing the past two years’ tax returns for all of the two dozen

entities he is receiver over.’ Baron clearly has no information from 2011 or

! Addressed by Appellants in Document 00511598319 filed 9/9/2011.

2 Vogel notably ‘fudges’ on the facts, for example, recasting the undersigned appellate counsel as
“Baron’s Personal Counsel” .
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2012, and Baron could have no information— Vogel seized the assets back in 2010
and Baron doesn’t know anything about them. Vogel’s claim that he needs
information from Baron to file tax reports and pay taxes on the income exclusively

handled by Vogel is ludicrous and patently dishonest.

BACKGROUND OF VOGEL, HIS FIRM GARDERE, AND JEFF BARON

As early as in 2001, Jeff Baron consulted personally with Peter Vogel with
respect to Vogel defending Baron in litigation regarding Baron’s company,
Ondova. At the time, Baron disclosed material that was expressly confidential and
revealed the way domain names were acquired by the company— with a view to
Vogel defending a lawsuit pending at the time with respect to a disputed domain
name. (Ex. I). In 2003, Baron shared more confidential information with Dawn
Estes, a colleague of Vogel’s at Vogel’s firm Gardere, again in confidence, and
again with a view to Gardere representing Jeff and Ondova. Once again, material
that was expressly confidential was disclosed. As a matter of law, Vogel and his
law firm were under a strict duty to maintain the confidentiality of Baron’s
disclosures. See Nolan v. Freeman, 665 F.2d 738, 739 n.3 (5th Cir. 1982).
However, in 2004 Baron found himself being sued by Gardere on exactly the same
type of claim with regard to the confidential information that he had disclosed to
Vogel and Gardere. In that suit, Gardere was adverse, representing the opponent of
Baron and Ondova, Mike Emke, (Emke v. Compana) prosecuting Emke’s claim of

ownership of the “servers.com” domain. In 2005 this happened again, with
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Gardere suing Baron over the same type of claim. (Rolfing Sports, Ex. I). In 2006,
this happened yet again. (FabJob, Inc). Once again, Gardere was suing on the
same type of claim. Gardere had become a specialist in suing Baron and Ondova
for alleged domain registration violations. The suits relied in large part upon the
confidential information Baron had conveyed in confidence to Vogel in seeking the
legal services of Gardere. Notably, the Emke dispute was still in litigation at the
time Vogel was employed as special master in the Baron case. Notably, too, the
Emke dispute became the subject of new litigation in the Ondova bankruptcy
where Vogel and Gardere in their receiver roles ostensibly undertook the
representation of the interests of Baron against the interests of their former client
Emke with respect to the very same dispute for which they had represented Emke
against Baron and Ondova. Once again, Vogel took a position of clear conflict of
interest and duties. Vogel and Gardere then turned on its former client Emke and
assisted Sherman (the Ondova Chapter 11 trustee) to allege the Emke suit—in
which Gardere had represented Emke— was actually a fraudulent transaction
between Emke and Baron.

Pursuant to law, Vogel should have disclosed all of the interconnecting
conflicts before he was employed as special master in the District Court
proceedings below. Federal Rule of Civil Procedure 53(b)(3) strictly requires that
a court may issue an order appointing a special master only after the individual
files an affidavit disclosing any ground for disqualification under 28 U.S.C. §455.
However, Vogel willfully failed to make the disclosures and affidavit mandated by

=3z
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law, and bypassed rule 53(b)(3).> Then, while acting as special master, after the
case fully and finally settled and all that remained was for the District Judge to sign
the stipulated dismissal that had been signed by all parties to the suit, Vogel held
secret consultations with Sherman with respect to having himself (Vogel)
appointed receiver over Baron. SR. v5 p238. Sherman, as trustee for Ondova, had
previously agreed in writing to settle all claims against Baron, and agreed to the
stipulated dismissal of all claims. After the agreement was consummated, Sherman
decided to go back on the agreement when Baron objected to Sherman’s attorneys’
fee application filed in the Ondova bankruptcy. After Vogel’s (then undisclosed)
off-the-record meeting with Sherman, Sherman filed a motion to have Vogel
appointed receiver over Baron, and Vogel then almost immediately (within one
minute) personally filed an order signed by Judge Furgeson appointing Vogel
receiver ex parte which had been signed hours before in private, ex parte off-the-

record proceedings. After Baron appealed the ex parte receivership, Vogel (still

3 There are more Vogel conflicts than raised above. There are small, but not insignificant
examples, such as Vogel’s motion (grarited by the District Court) as receiver to pay himself for
work as special master out of receivership assets (although no prior order had suggested such
fees or allocation). And, there are larger examples, for example, involving Sherman’s work to
“advise” an individual, Joey Dauben, to submit a ‘claim’ against Baron for Vogel to pay as
receiver. The Dauben ‘claim’ was set up to be a claim against Baron for approximately
$1,000,000.00. (Dauben had never previously asserted any such claim against Baron). Research
by Baron’s counsel uncovered that if the ‘claim’ had been paid, the money would not have gone
to Mr. Dauben. Instead, the money would have gone instead go to pay off a judgment was taken
against Mr. Dauben’s company in 2009-2010. That judgment was taken by, and money from the
judgment’s recovery was due to be paid to— none other than Vogel’s firm Gardere. Accordingly,
in a direct conflict of interest to their receivership roles, Vogel and Gardere would have thus
been a primary beneficiary of the newly ‘discovered’ million dollar Dauben claim against Baron.
After the matter was exposed in a motion for stay filed by Baron, Vogel and Sherman promptly
dropped all mention of Dauben.
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employed as special master in the case), immediately filed a motion to have
himself appointed receiver over the assets of Novo Point, LLC, and Quantec, LLC.
R. 1717. Vogel later filed additional motions to have himself appointed as receiver
over more than a dozen additional independent legal entities from around the

country and around the world.

FILING TAX RETURNS AND PAYING TAXES: IT’S THE LAW

It should come as no surprise that as a matter of Federal law, Vogel is
required by law to timely file the tax returns and pay the taxes for every entity over
which he has been appointed (by his own motions) receiver. E.g., 26 U.S.C. §§
6012(b)(3), 6151(a). Notably, the Internal Revenue Code ties the duty to pay
federal income taxes to the duty to make an income tax return. See 26 U.S.C.
§6151(a) ("[W]hen a return of a tax is required. . . the person required to make
such return shall .. . pay such tax"). Accordingly, Vogel must pay the tax due on
the income attributable to the receivership entities’ property because §6012(b)(3)
requires him to make a return as the “assignee” of the property. This law is clear

and well established. See e.g., Holywell Corp. v. Smith, 503 U.S. 47, 52 (1992).

VOGEL AND TAXES: What Is Happening

Because the fees he seeks as receiver are so massive in relationship to the
assets placed into his hands as receiver, Vogel has a conflict of interest. The
receivership fees he has billed for himself and his firm come from the same

receivership res that would be used to pay Federal income taxes. Since Vogel has
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taken almost all of Baron’s savings account funds in receivership fees (a staggering
fee of around one million dollars), and has been paid an additional million dollars
through the sale of over a million dollars in assets representing over a million
dollars in income, and Vogel seeks still to be paid over a million dollars more, his
bills directly compete for funds with taxes owed for 2010 and 2011. It appears that
substantial taxes are due in the U.S., Canada, and the Cook Islands. Vogel has
thus been faced with the choice of paying taxes, or having funds available to pay
his multi-million dollar ‘fees’ billed as receiver. Vogel has chosen the latter.

Accordingly, Vogel has (1) refused to file a single tax return for any

receivership entity since becoming receiver in 2010, (2) has refused to pay any

Federal taxes, state taxes, and taxes in other jurisdictions, (3) has refused to

set aside funds for payment of taxes, (4) has refused to make any quarterly tax

reports, and (5) has refused to pay any quarterly estimated taxes.

While Vogel has billed for filing multiple receivership reports of epic

volume, (touching the most minute minutia), Vogel has noticeably omitted from

his reporting all mention of the amounts of Federal tax liability, state tax

liability, tax liability in Canada, and tax liability in the Cook Islands. Thus, in

a very odd report of financial outlook with respect the entities controlled by Vogel

as receiver, the financial picture entirely omits mention of liability for taxes.

Rather, the primary liability reported is the reported liability to Vogel for more than

a million dollars of additional fees billed by Vogel and his firm.
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Accordingly, in_direct and gross violation of his fiduciary duties to the

companies, Vogel has failed to file the companies’ tax returns and has failed to

pay any taxes, and has failed to set aside any funds for the payment of taxes.

The results will obviously be disastrous for the companies and Baron.

VOGEL NOW ONCE AGAIN SEEKS TO BE RELIEVED OF LIABILITY FOR
HIS GROSS VIOLATIONS OF DUTY

What Vogel is really seeking is a court order he can later use to absolve
himself of liability for his gross violation of his fiduciary duties as receiver. Vogel
notably offers no legal authority as to why his personal legal duty to file Federally

mandated tax reports should be suspended by Court decree.

1. Vogel Seeks to Blame Baron and Baron’s Counsel

In what has become a recurring mantra for Vogel, he seeks to excuse all of
his obligations by blaming Baron and his counsel. Vogel previously filed the
essentially same motion for relief as a sealed motion and alleged that counsel made
“False statements about foreign assets”. Even if that were true, it has nothing to do
with Vogel’s failure to report or pay taxes for the multiple entities he is receiver
over. If Vogel was misled by some false statements about Baron’s holdings, the tax
reports of those holdings would be incorrect to the extent of the misinformation.
But even if Vogel’s claims about counsel were true (as discussed below they are
not), it has nothing to do with Vogel’s gross and total failure to file tax reports
or pay taxes. Now, since it has been shown (in Appellants’ response to Vogel’s

sealed motion) that Vogel manufactured his previous fictitious allegations against
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the undersigned of making ‘false statements about foreign assets’ and that being
the reason he could not file tax reports or pay taxes, Vogel now offers a completely
new reason— there is some mysterious information held by Baron that Vogel just

can’t file returns or pay taxes without knowing.

2. Vogel has all of the Records Novo Point, LLC., and Quantec, LLC, and the
Income from All of the Receivership Assets

Vogel received all of the books and records of Novo Point, LLC, and
Quantec, LLC., when he seized the companies operations in December, 2010.* He
has had full control of their business operations since that date. Yet, Vogel has
failed to file any tax report, neither for 2010 taxes, nor for each quarter of 2011.
Similarly, Vogel appears to have taken no formal actions (other than a couple of
phone calls) to secure the records of other receivership companies. For example,
Vogel does not appear to have even served subpoenas on the more than dozen
companies’ registered agents etc. Accordingly, Vogel’s failure to file tax reports

and pay taxes due is attributable to no party other than Vogel.

3. When Vogel Failed to File, Baron Personally Sought to Have Tax Returns Filed
but Vogel obstructed him

Out of concern that Vogel was neglecting his duties, and in an attempt to
secure compliance with the federally mandated reporting requirements, Jeff Baron
personally went to Grant Thornton to hire them to file the tax returns. (The firm

had already been paid over $50,000.00 to prepare the reports.) Baron was

4 Vogel also has Baron’s records— they were turned over at the start of the receivership. Those
records included Bank’s bank records, and the receiver seized Baron’s accounts at the start of the
receivership.
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informed that the firm would consider representing Baron, and filing on his behalf

returns, if Vogel did not object. Upon information and belief Vogel was contacted

and instructed Grant Thornton not to file any returns. Notably, Vogel paid Grant
Thornton over $50,000.00 in fees to prepare tax reports. Vogel refused to provide
Baron any funding to pay a tax attorney to file returns, and Vogel refused to
provide the necessary information and reports from the companies to enable Baron
to file even his own tax returns. Recently, Vogel has offered not to object to a
formal motion for Baron to be allowed funding for tax professionals—if Baron can
find an attorney willing to represent Baron in filing and presenting such a motion
for free—knowing that Vogel will subpoena the attorney’s private bank records to
‘examine’ whether Baron might have paid for the services. Accordingly, not only
has Vogel failed to fulfill his legally mandated duties to report and pay federal
taxes, but he has affirmatively obstructed Baron’s attempts to secure the filings

through Grant Thornton.
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WHEREFORE, Vogel’s motion to have his conduct approved by this Court

should be in all things denied and overruled.

Respectfully submitted,

/s/ Gary N. Schepps

Gary N. Schepps

Texas State Bar No. 00791608
5400 LBIJ Freeway, Suite 1200
Dallas, Texas 75240

(972) 200-0000 - Telephone

(972) 200-0535 - Facsimile

Email: legal@schepps.net
COUNSEL FOR APPELLANTS

CERTIFICATE OF SERVICE

This is to certify that this motion was served this day on all parties who receive
notification through the Court’s electronic filing system.

CERTIFIED BY: /s/ Gary N. Schepps
Gary N. Schepps
COUNSEL FOR APPELLANTS
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

NETSPHERE, INC.,
MANILA INDUSTRIES, INC., AND
MUNISH KRISHAN

PLAINTIFFS,
V. CIVIL ACTION NO. 3:09-CV-0988-F

JEFFREY BARON AND
ONDOVA LIMITED COMPANY,

w W W wWw w ww w W w ww

DEFENDANTS.

ORDER GRANTING THE RECEIVER’S MOTION TO
RELEASE RECEIVER FROM OBLIGATION OF FILING
TAX RETURNS FOR CERTAIN RECEIVERSHIP PARTIES

BEFORE THE COURT is The Receiver’s Motion to Release Receiver from Obligation
of Filing Tax Returns for Certain Receivership Parties (the “Motion”) (Doc. No. 881). The
Court, having considered the Motion, any response, and the other relevant pleadings and
evidence, is of the opinion that the Motion is well-taken and should be in all ways GRANTED.

In giving the Motion thoughtful consideration, the Court makes the following
CONCLUSIONS:

1. The Receiver made reasonable and best efforts to determine whether the Receiver
should file separate federal income tax returns for The Village Trust, Quantec, LLC, and Novo
Point, LLC.

2. These efforts included numerous attempts to obtain the relevant information from

Messrs. Baron and Schepps.
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3. In carrying out these efforts, the Receiver has fully complied with his duties as set
forth in the Order Appointing Receiver [Docket No. 124] and all subsequent orders of this Court.

4. The Receiver made reasonable and best efforts to ascertain the information
needed in order to file sufficiently complete separate federal income tax returns for The Village
Trust, Quantec, LLC, and Novo Point, LLC (to the extent such filings are necessary).

5. These efforts included numerous attempts to obtain the relevant information from
Messrs. Baron and Schepps.

6. In carrying out these efforts, the Receiver has fully complied with his duties as set
forth in the Order Appointing Receiver [Docket No. 124] and all subsequent orders of this Court.

7. Accordingly, the Court CONFIRMS that it is PROPER for the Receiver not to file
separate federal income tax returns for The Village Trust, Quantec, LLC, and Novo Point, LLC.

IT IS ORDERED that the Motion is GRANTED and the Receiver is RELEASED from
any obligation to file federal income tax returns for the tax year ending December 31, 2011 for
The Village Trust, Quantec, LLC, and Novo Point, LLC as a result of Mr. Jeffrey Baron’s refusal
to provide the Receiver with the information that is necessary for both (1) the determination of
whether any such tax filings are required and (2) accurate completion of the applicable tax forms,
if required to be filed.

IT IS SO ORDERED.

SIGNED this 3rd day of May, 2012.

Y0 Frceder_
Ro;/cxl Furge(son ﬂ

Senior United States District Judge




