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SECURITIES AND EXCHANGE COMMISSION, CI\{NSHUR.IAE“

. Plaintiff, MAGISTRATE JUDGE
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INTERNET CAPITAL CONSULTANTS, INC., 5oz T
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COMPLAINT FOR INJUNCTIVE AND OTHER RELIEF

Plaintiff Securities and Exchange Commission (the “SEC” or “Commission”)
alleges and states as follows:

I. INTRODUCTION

1.

The Commission brings this action to enjoin Defendants from continuing
to violate the federal securities laws in connection with their ongoing fraudulent offering

of unregistered securities issued by Defendant Internet Capital Holdings, Inc. and Internet
Capital Holdings 11, Inc.

II. DEFENDANTS

2.

Internet Capital Holdings, Inc., (“ICH”) is a Florida corporation with its

principal place of business located at Trump Plaza Office Center, 525 S. Flagler Drive, 4"

\

X
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Floor, West Palm Beach, Florida. ICH has not applied to the Commission for registration

as an investment company.

3. Internet Capital Holdings, II Inc., (“ICH II") is a Florida corporation with its

principal place of business located at Trump Plaza Office Center, 525 S. Flagler Drive, 4"
Floor, West Palm Beach, Florida. =~ ICH II has not applied to the Commission for

registration as an investment company.

4. Peter Buzanis (“Buzanis™), age 34, resides in Palm Beach County,
Florida. Buzanis is Chief Executive Officer, Secretary, and a Director of ICH and ICH
Il. Buzanis is also Chief Executive Officer of Internet Capital Consultants, Inc., the

consulting arm of ICH and ICH II.

5. William Griffis (“Griffis”), age 61, is a resident of Palm Beach County,

Florida. Griffis is President of ICH and ICH II. Griffis is also President of Internet

Capital Consultants, Inc., the consulting arm of ICH and ICH II.

[II. RELIEF DEFENDANT

6. Internet Capital Consultants, Inc. (“ICC”) is a Florida corporation with its

principal place of business located at Trump Plaza Office Center, 525 S. Flagler Drive, 4™
Floor, West Palm Beach, Florida. ICC’s sole officers are Buzanis, who serves as Chief

Executive Officer, and Griffis, who serves as President.
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IV. JURISDICTION AND VENUE

7. This Court has jurisdiction over this action pursuant to Sections 20(b).
20(d) and 22(a) of the Securities Act of 1933 ("Securities Act"), 15 U.S.C. §§ 77t(b).
77t(d) and 77v(a), Sections 21(d), 21(e), and 27 of the Securities Exchange Act of 1934
("Exchange Act"), 15 U.S.C. §§ 78u(d), 78u(e) and 78aa; Section 44 of the Investment
Company Act of 1940 (“Investment Company Act™), 15 U.S.C. §80a-43.

8. The Southern District of Florida is the proper venue for this action.
Certain actions and transactions alleged and stated herein constitute violations of the
Securities Act and the Exchange Act and have occurred, and are occurring, within the
Southern District of Florida. Defendants ICH and ICH Il maintain an office in West
Palm Beach, Florida from which shares were, and are being, offered and sold to U.S.
investors. In addition, ICH’s and ICC’s primary bank accounts into which investor funds
were, and are being, deposited are located in Palm Beach County, Florida. Defendants
Buzanis and Griffis also maintain residences within the Southern District of Florida.

9, Defendants, directly and indirectly, have made, and continue to make use
of the means and instrumentalities of interstate commerce, the means and instruments of
transportation and communication in interstate commerce, and the mails, in connection
with the acts, practices, and courses of business complained of herein.

V. THE FRAUDULENT SCHEME

A. THE OFFERING

10.  ICH and ICH II offer investors an opportunity to buy shares in a holding

company that purportedly has substantial interests in pre-initial public offering internet
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companies, and which is planning on acquiring additional interests in up-and-coming
internet start-up companies.

11.  ICH touts its stock on the basis that ICH and the companies within the
ICH and ICH II portfolios will go public in the near future and ICH’s stock price will
skyrocket.

12. ICH and ICH II have raised, and are raising, funds for the purported
purpose of investing in additional internet-related companies.

13. From December, 1999 through approximately June, 2000, ICH conducted
an offering consisting of at least 1,000,000 shares at $1.00 per share.

14. From approximately June, 2000 through November, 2000, ICH conducted
a second offering titled “ICH I1.” That offering was for at least 500,000 shares at $2.00
per share.

15.  Currently, ICH is conducting a purported third offering at $1.00 per share
that combines the portfolios from its initial offering and ICH II.

16.  ICH and ICH II are integrated issuers for the purpose of the offerings.

17.  All three offerings are integrated and are in reality a single offering.

18.  ICH is planning on conducting future offerings at higher per share prices.

19.  Neither ICH nor ICH II have filed any registration statements with the
Commission.

20.  Buzanis, Griffis, and the sales agents are not registered with the

Commission.
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B. THE BOILER ROOM OPERATION

21.  From at least December, 1999, ICH has been utilizing boiler-room sales

techniques in its solicitation of investors.

22.  The sales agents pose as oftficers of ICH and hold titles such as “vice-
president of marketing™ and “vice-president of investor relations.” The sales agents are in
reality telemarketers hired through newspaper “help-wanted” advertisements whose

responsibilities are solely limited to soliciting investments in ICH.

23.  The sales agents “cold call” prospective investors throughout the United

States of America from ICH’s office in Florida.

24.  The lists of prospective investors are gleaned from entry forms obtained in
connection with drawings that ICH holds at Money Shows throughout the United States

and from commercial lead cards.

25.  The sales agents’ solicitations are based on detailed scripts containing

material misrepresentations provided by and/or authored by Buzanis and Griffis.

26.  The sales agents, in accordance with Buzanis® and Griffis’ instructions,
use hard-sell high pressure techniques to create a sense of urgency in the prospective

investor.

27.  The sales agents send interested prospects a package of ICH offering

materials by overnight delivery.
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28.  The sales agents are taught, by Buzanis and Griffis, to prevent investors

from reading the private placement memorandum.

29. If investors ask about the private placement memorandum, the sales agents,
in accordance with Buzanis’ and Griffis’ instructions, tell investors that they were supposed

to have already read it or that it is changing soon so they should not bother to read it.

30. The sales agents, in accordance with Buzanis’ and Griffis’ instructions, tell
investors that they are required to return the private placement memorandum or their

investment will not go through.

31.  The sales agents, pursuant to Buzanis’ and Griffis’ instructions, pressure

investors to return the offering materials and payment for the shares immediately.

32.  The sales agent, pursuant to Buzanis’ and Griffis’ instructions, do not screen

investors in order to determine whether they are “accredited.”

33.  The sales agents, pursuant to Buzanis’ and Griffis’ instructions, have sold

stock to “‘non-accredited” investors.

34.  Buzanis and Griffis pay sales agents commissions on a sliding scale.

35.  Buzanis and Griffis offer other incentives to sales agents such as Rolex

watches, Armani suits, and cash bonuses.
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36. Buzanis threatens and harasses any sales agents who question or object to
the sales tactics or any of the representations they are required to make. One such sales

agent was physically assaulted and his life was threatened.

C. ORAL MATERIAL MISREPRESENTATIONS AND OMISSIONS

37.  The sales agents, at the direction of Buzanis and Griffis, falsely represent

to potential investors that they are officers of ICH.

38. The sales agents misrepresent the compensation that they are receiving for

selling ICH stock.

39.  The sales agents, in accordance with Buzanis’ and Griffis’ instructions,
falsely tell investors that their compensation consists of a small salary and shares of ICH

stock.

40.  The sales agents fail to disclose to potential investors that they are
receiving commissions up to 20% and other incentives such as cash bonuses, Rolex

watches, and Armani suits.

41. Sales agents falsely tell prospects, based on the scripts provided to them
by Buzanis and Griffis, that [CH has substantial interests in various internet-related
companies and that it owns, among others, 52% of Workfire.com, 68% of

Autotradecenter.com, and 57% of E*Offering.

42. Neither ICH, Buzanis, nor Griffis, however, are shareholders of record for

Workfire.com, Autotradecenter.com or E*Offering.
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43.  None of Workfire.com’s or E*Offering’s majority shareholders are acting,

or acted during the relevant time period, as nominees for ICH, ICH II, Buzanis or Griffis.

44,  Sales agents, in accordance with Buzanis’ and Griffis’ instructions,
misrepresent [CH’s and ICH II's ownership interests in Muzic Depot, Inc. and Travel
Ops Group. Sales agents represent that ICH owns 68% of Muzic Depot, Inc. and 48% of
Travel Ops Group. Sales agents also represent that ICH II's portfolio is comprised of a
35% interest in Muzic Depot, Inc. and a 55% interest in Travel Ops Groups. These
representations are false because they result in ICH and ICH II having a combined

ownership of over 100% of Muzic Depot, Inc. and Travel Ops Group.

45. Sales agents, in accordance with Buzanis’ and Griffis’ instructions, falsely
tell potential investors that World Net Sports, Inc., a company in the ICH II equity
portfolio, is affiliated with the National Basketball Association (“NBA”) and the National
Football Association (“NFL”) and receives proceeds from the sales of their licensed

merchandise.

46.  Sales agents falsely represent, in accordance with Buzanis’ and Griffis’
instructions, that Tommy Gunn, Inc., an internet clothing company in which ICH claims
to have a substantial interest, is run by a designer named Thomas Strada who worked for

the fashion mogul Tommy Hilfiger.

47. Sales agents, in accordance with Buzanis’ and Griffis’ instructions,
purposefully omit to tell prospects that a majority of the proceeds designated for

“acquisitions” are allotted to pay Buzanis and Griffis over $400,000 to acquire their
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holdings in Muzic Depot, Inc., Travel Ops Group, and the Town Dock.com, Inc. In fact,
Buzanis directs sales agents not to disclose his ownership of or relationship to Muzic
Depot, Inc. and Travel Ops Group.

48. Sales agents, in accordance with Buzanis™ and Griffis’ directions, lie about
the number of shares that are left in the offering in an effort to motivate prospects to
invest.

49.  Investors who purchased shares in ICH’s purported initial offering, when
solicited in connection with ICH 1I, are told, by sales agents acting in accordance with
Buzanis’ and Griffis’ instructions, that they doubled their money when in reality their

investment has not increased in value.

50.  Investors are told, by sales agents acting pursuant to Buzanis’ and Griffis’
instructions, that they will double or triple their money each time that ICH conducts
another offering at a higher per share price when in reality their investment will not

increase in value.

51. Some investors are falsely told, by sales agents acting pursuant to
Buzanis® and Griffis’ instructions, that their initial investment increased by 130% when in

reality their investment has not increased in value.

52.  Sales agents, in accordance with Buzanis’ and Griffis’ directions, falsely
represent to potential investors that they will earn 10 or 50 times their original investment
because ICH has substantial holdings in reputable and up-standing internet companies

such as E*Offering, Workfire.com, and Autotradecenter.
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53. Sales agents, in accordance with Buzanis’ and Griffis’ instructions, falsely
represent the timeframe within which ICH will be conducting an initial public offering

and the value of the stock at the time of such an offering.

D. WRITTEN MATERIAL MISREPRESENTATIONS AND OMISSIONS

54. Defendants’ offering materials, website pages, and shareholder’s report
contain false and misleading material information, concerning, among other things, ICH’s
equity positions in established internet high-tech entities, including E*Offering,
Workfire.com, and Autotradecenter; the sales representatives receipt of commissions, and
ICH’s “close working relationship” with an established banking and advisory firm.

55.  ICH falsely states in its private placement memorandum that it has equity
holdings in Workfire.com, Autotradecenter.com, and E*Offering.

56.  The private placement memoranda falsely states that the officers and/or
directors of the Company will conduct the offer and sale of ICH’s stock.

57.  The private placement memoranda falsely state that ICH’s officers will not

be paid commissions for selling the stock.

58.  The private placement memoranda fails to disclose that Muzic Depot, Inc.
is currently being sued in Florida state court for securities fraud and misappropriation of
investors funds during the time period that Buzanis and Griffis were officers of the
company.

59. ICH’s internet website falsely states that E*Offering, Workfire, and
Autotradecenter are “‘presently included among the growing roster of firms within

Internet Capital Holdings’ equity portfolio.”
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60. ICH’s internet website also falsely states that ICH “works closely with

other established suppliers of capital to internet and information technology companies”

61. ICH’s internet website also falsely states that ICH has “established a close
working relationship” with Red Rock Capital, Inc. and “expects to participate in several

of their future offerings involving pre-IPO companies.”

VI. ROLE OF THE RELIEF DEFENDANTS

62. The Relief Defendant received investor funds which were, and are

continuing to be, received by it for no or inadequate consideration.
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COUNTI

SALE OF UNREGISTERED SECURITIES IN
VIOLATION OF SECTIONS 5(a) AND 5(c) OF THE SECURITIES ACT

(As Against All Defendants)

63. The Commission realleges and repeats its allegations set forth at
paragraphs 1-62 of this Complaint as if fully restated herein.

64.  No registration statement was filed or in effect with the Commission
pursuant to the Securities Act with respect to the securities and transactions described
herein.

65. Since December, 1999 through to the present, Defendants ICH, ICH II,
Buzanis, and Griffis, directly or indirectly, have:

(@) made use of the means or instruments of transportation or
communication in interstate commerce or of the mails to sell securities as
described herein, through the use or medium of a Private Placement
Memorandum, prospectus or otherwise;

(b) carried securities or caused such securities, as described herein, to be
carried through the mails or in interstate commerce, by any means or instruments
of transportation, for the purpose of sale or delivery after sale; and/or

(¢c) made use of the means or instruments of transportation or
communication in interstate commerce or of the mails to offer to sell or offer to
buy through the use or medium of any prospectus or otherwise, as described

herein,
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without a registration statement having been tiled or being in effect with the Commission
as to such securities.

66. By reason of the foregoing, Defendants ICH, ICH 11, Buzanis, and Griffis,
have violated, and unless enjoined, will continue to violate Sections 5(a) and 5(c) of the

Securities Act, 15 U.S.C. §§ 77e(a) and 77e(c).
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COUNT I

FRAUD IN VIOLATION OF
SECTION 17(a)(1) OF THE SECURITIES ACT

(As Against All Defendants)

67. The Commission realleges and repeats its allegations set forth at
paragraphs 1-62 of this Complaint as if fully restated herein.

68. Since December, 1999 through the present, Defendants ICH, ICH II,
Buzanis, and Griffis, in the offer or sale of securities, by use of the means or instruments
of transportation or communication in interstate commerce or by use of the mails, directly
or indirectly, as described herein, have been, knowingly, willfully or recklessly
employing devices, schemes or artifices to defraud.

69. By reason of the foregoing, Defendants ICH, ICH II, Buzanis, and Griffis,
have violated and, unless enjoined, will continue to violate Section 17(a)(1) of the

Securities Act, 15 U.S.C. § 77q(a)(1).
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COUNT 111

FRAUD IN VIOLATION OF
SECTIONS 17(a)(2) AND 17(a)(3) OF THE SECURITIES ACT

(As Against All Defendants)

70.  The Commission realleges and repeats its allegations set forth at
paragraphs 1-62 of this Complaint as if fully restated herein.

71. Since at least December, 1999 through the present. Defendants ICH, ICH
I1, Buzanis, and Griffis,, in the offer or sale of securities, by use of the means or instruments
of transportation or communication in interstate commerce or by use of the mails, directly
or indirectly, as described herein, have been: (i) obtaining money or property by means of
untrue statements of material facts and omissions to state material facts necessary to
make the statements made, in the light of the circumstances under which they were made,
not misleading; and (i1) engaging in transactions, practices and courses of business which
are now operating and will operate as a fraud or deceit upon purchasers and prospective
purchasers of such securities.

72. By reason of the foregoing, ICH, ICH 1lI, Buzanis. and Griffis, have
violated and, unless enjoined, will continue to violate Sections 17(a)(2) and 17(a)(3) of

the Securities Act, 15 U.S.C. §§ 77(q)(a)(2) and 77(q)(a)(3).
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COUNT 1V

FRAUD IN VIOLATION OF
SECTION 10(b) OF THE EXCHANGE ACT AND RULE 10b-5

(As Against All Defendants)

73. The Commission realleges and repeats its allegations set forth at
paragraphs 1-61 of this Complaint as if fully restated herein.

74. Since December, 1999 through the present, Defendants ICH. ICH II.
Buzanis, and Griffis,, directly or indirectly, by use of the means or instrumentalities of
interstate commerce or of the mails, or of any facility of any national securities exchange,
in connection with the purchase or sale of the securities, as described herein, have been,
knowingly, willfully or recklessly: (i) employing devices, schemes or artifices to
defraud; (i) making untrue statements of material facts and omitting to state material
facts necessary in order to make the statements made, in the light of the circumstances
under which they were made, not misleading; and (iii) engaging in acts, practices and
courses of business which have operated, are now operating and will operate as a fraud
upon the purchasers of such securities.

75. By reason of the foregoing, Defendants ICH, ICH II, Buzanis, and Griffis,
have violated and, unless enjoined, will continue to violate Section 10(b) of the Exchange

Act, 15 U.S.C. § 78j(b), and Rule 10b-5, 17 C.F.R. § 240. 10b-5, thereunder.
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COUNT V

UNREGISTERED BROKER-DEALER IN VIOLATION OF
SECTION 15(a)(1) OF THE EXCHANGE ACT

(As Against Defendants Buzanis and Griffis)

76. The Commission repeats and realleges paragraphs 1 through 62 of its
Complaint.

77. From approximately December, 1999 through the present, Defendants
Buzanis and Griffis, by use of the mails or any means or instrumentality of interstate
commerce, are willfully effecting transactions in, or inducing or attempting to induce the
purchase or sale of ICH common stock as brokers without having been registered with the
Commission as such in accordance with Section 15(a)(1) of the Exchange Act, 15 U.S.C.
§ 780.

78. By reason of the foregoing, Defendants Buzanis and Griffis, directly and
indirectly, have violated and, unless enjoined, will continue to violate Section 15(a)(1) of

the Exchange Act, 15 U.S.C. § 780(a)(1).
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COUNT VI

SALE OF SECURITIES BY UNREGISTERED INVESTMENT COMPANY
IN VIOLATION OF SECTION 7(a) OF THE INVESTMENT COMPANY ACT

(As Against Defendants ICH and ICH II)

79.  The Commission realleges and repeats its allegations set forth at
paragraphs 1-62 of this Complaint as if fully restated herein.

80.  No application for registration, or registration statement, was filed with the
Commission by ICH or ICH II permitting them to make offerings with respect to the
securities described herein.

81. Since a date unknown but since December, 1999 through to the present,
Defendants ICH and ICH II have made use of the mails or means or instrumentalities of
interstate commerce, directly or indirectly, to offer or sell, or deliver for sale, securities
issued by ICH and/or ICH II.

82. By reason of the foregoing, Defendants ICH and ICH II have violated, and
unless enjoined, will continue to violate Section 7(a) of the Investment Company Act, 15

U.S.C. §80a-7(a).
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RELIEF REQUESTED

WHEREFORE. the Commission respectfully requests that the Court:

A. Declaratory Relief

Declare, determine, and find that Defendants ICH, ICH II, Buzanis, and Griffis
committed the violations of federal securities laws alleged herein.

B. Temporary Restraining Order,
Preliminary and Permanent Injunctive Relief

Issue a Temporary Restraining Order, a Preliminary Injunction and a Permanent
Injunction, restraining and enjoining Defendants ICH, ICH II, Buzanis, and Griffis, their
officers, agents, servants, employees, attorneys, and all persons in active concert or
participation with them, and each of them, from violating: (i) Sections 5(a) and 5(c) of the
Securities Act, 15 U.S.C. §§ 77e(a) and 77e(c); (ii) Section 17(a)(1) of the Securities Act,
15 U.S.C. § 77q(a); (iii) Sections 17(a)(2) and 17(a)(3) of the Securities Act, 15 U.S.C.
§§ 77(q)(a)2) and 77(q)(a)(3); (iv) Section 10(b) of the Exchange Act, 15 US.C. §
78j(b), and Rule 10b-5, 17 C.F.R. § 240.10b-5, thereunder; (v) Section 5(a)(1) of the
Exchange Act, 15 U.S.C. § 780; and (vi) Section 7(a) of the Investment Company Act, 15
U.S.C. §80a-7(a).

C. Disgorgement

Issue an Order requiring Defendants ICH, ICH II, Buzanis, Griffis, and Relief

Defendant ICC to disgorge all profits or proceeds that they have received as a result of

the acts and/or courses of conduct complained of herein, with prejudgment interest.
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D. Penalties
Issue an Order directing Defendants ICH, ICH 11, Buzanis, and Gritfis to pay civil
fines and/or penalties pursuant to Section 20(d) of the Securities Act, 15 U.S.C. § 77t(d)
and Section 21(d) of the Exchange Act, 15 U.S.C. § 78(d)(3).

E. Asset Freeze and Accounting

Issue an Order temporarily freezing the assets of Defendants ICH, ICH II,
Buzanis, Griffis, and Relief Defendant ICC, until further Order of the Court, and
requiring accountings by each of these persons and entities.

F. Appointment of Receiver

Issue an Order appointing a Receiver of the assets of Defendants ICH and ICH II
to marshall and safeguard all of their assets, and to perform other duties the Court deems
appropriate, and to prepare a report to the Court and the Commission detailing the
activities of all Defendants and Relief Defendant with respect to the conduct alleged
herein and the whereabouts of investor funds.

G. Records Preservation and Expedited Discovery

Issue an Order requiring all Defendants and Relief Defendant ICC to preserve any
records related to the subject matter of this lawsuit that are in their custody, possession or
subject to their control, and to respond to discovery on an expedited basis.

J. Further Relief

Grant such other and further relief as may be necessary and appropriate.

K. Retention of Jurisdiction

Further, the Commission respectfully requests that the Court retain jurisdiction

over this action in order to implement and carry out the terms of all orders and decrees

-20-
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that may hereby be entered, or to entertain any suitable application or motion by the
Commission for additional relief within the jurisdiction of this Court.

)
Dated this ); day of November, 2000.

Attorneys for Plaintiff
SECURITIES AND EXCHANGE
COMMISSION

1401 Brickell Avenue, Suite 200
Miami, Florida 33131

Telephone: (305) 536-4700
Facsimile: (305) 536-7465

Respectfully submitted,

N A,
Cpertr) o\ enSo O
Johin Teakell

Senior Trial Counsel

S.D. Fla. Bar No. A5500517

John Mattimore
Assistant Regional Director
Florida Bar No. 039641

Kerry A. Finegan

Staff Attorney
Florida Bar No. 0118559
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