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 The Division of Enforcement (“Division”) respectfully submits this brief in response to 

Respondent CYIOS’s Petition for Review of the Administrative Law Judge’s (“ALJ’s”) Initial 

Decision. 

PRELIMINARY STATEMENT 

After two separate evidentiary hearings, two different ALJs determined that CYIOS’s 

false statements in public filings violated Section 17(a)(3) of the Securities Act of 1933 

(“Securities Act”).  (Judge Elliot’s Initial Decision, Initial Decision Rel. No. 930, In the Matter 

of Tracy J. Anderson, et al., 2015 WL 9297356 (Dec. 21, 2015); Judge Grimes’s Initial Decision, 

Initial Decision Rel. No. 1394, In the Matter of Tracy J. Anderson, et al., 2020 WL 260282 (Jan. 

10, 2020)).1  The ALJs further found that because CYIOS failed to file annual reports in 2012 

and 2013 and certain quarterly reports in 2013 and 2014, it violated Exchange Act Section 13(a) 

and Rules 13a-1 and 13a-13.  Id.  Throughout the company’s violations, the ALJs found that 

CYIOS acted deceitfully and with a deliberate disregard of these regulatory requirements and 

imposed disgorgement, civil penalty, and a cease-and-desist order against the company.  

Anderson, 2015 WL 9297356 at *21; Anderson, 2020 WL 260282 at *11-12.  The pending Initial 

Decision, issued by Judge Grimes, orders disgorgement in the amount of $37,500 and a civil 

penalty in the amount of $500,000 against the company.  Anderson, 2020 WL 260282 at *11-12.     

In its current petition to the Commission, CYIOS does not dispute any factual finding 

made by the ALJs.  (CYIOS’s Opening Brief, March 26, 2021, p. 12).  Rather, CYIOS argues 

that the Commission should reevaluate—and eliminate—the imposition of injunctions, 

disgorgement, and a civil penalty in light of a single new fact: CYIOS purportedly changed 

                                                            
1 The operative initial decision in this case is Judge Grimes’s 2020 order.  CYIOS challenges the rulings 
of that order and the Division seeks affirmation of that order.  The 2015 initial decision is included here 
only for procedural context. 
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management in May 2020, four months after the Initial Decision it now challenges.  (Id., pp. 8-

16). 

As explained below, CYIOS cites no precedent that would support its extreme request to 

strike the well-considered decision of an ALJ based on a last-minute change of personnel.  

Further, even if the Commission were inclined to consider CYIOS’s request, the statements of 

new management raise more questions than they answer and do not appear to reduce the 

likelihood of CYIOS’s future violations.  The ALJ’s Initial Decision was correctly decided and 

should be affirmed.    

FACTS ARISING AFTER INITIAL DECISION2 

I. CYIOS’S FIRST PURPORTED CHANGE IN CONTROL 

On February 3, 2020, the Division received a Petition for Review of Initial Decision in 

this matter filed by David Greene on behalf of CYIOS.  In that document, CYIOS claimed that 

David Greene had, through agreement with Carnahan, become “the new controlling shareholder, 

CEO, Chairman, and Secretary of the Corporation” as of August 30, 2019.  (CYIOS’s Petition, 

Feb. 3, 2019, p. 3, Ex. A).  In the Petition, Greene claimed that he did not know of the 

Commission’s administrative proceeding when he assumed control of CYIOS.  (Id.).  Notably, 

CYIOS recited its business address as “1333 Sprucewood Lane” in Deerfield, Illinois.  (Id., p. 1).  

That address belonged to attorney Randall Goulding, CYIOS’s securities counsel.  (CYIOS’s Q3 

2019 Report, signed Dec. 11, 2019, attached hereto as Ex. A).  Months earlier, in November 

2019, as part of Mr. Goulding’s longstanding litigation with the SEC, a federal district court in 

                                                            
2 Because CYIOS does not dispute the findings of the ALJ, the Division will not repeat them here.  For a 
full description of the findings and procedural history of the case before and after Lucia, see the 
Division’s response to Timothy Carnahan’s opening brief, filed March 26, 2021. 
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the Northern District of Illinois found that Mr. Goulding had violated sections of the Investment 

Advisers Act of 1940 and ordered him to pay disgorgement and penalties in the total amount of 

$1,868,074.  Additionally, Mr. Goulding had already been convicted of conspiracy to defraud the 

United States, mail fraud, and illegal transportation of currency and monetary instruments, in 

violation of 18 U.S.C. §§ 371 and 1341, and 31 U.S.C. §§ 5316(a) and 5322(a) in 1992.  See, 

e.g., Goulding v. United States, 92 F.3d 1187 (7th Cir. 1996). 

In the February 3, 2020 Petition, Greene and CYIOS attempted to make the same 

argument now pushed by CYIOS’s new management: that the change in control negates any risk 

of future violations.  CYIOS’s initial petition, however, was derailed when Carnahan insisted 

that he had not transferred control to Greene and that Greene’s petition was a “fraudulent filing.”  

(See, e.g., Carnahan’s Motion to Strike/Remove from Record: Fraudelent [sic] Filing with 

Forged Signatures, February 10, 2020).  In email communication with the Division, counsel for 

CYIOS stated that while “Carnahan had resigned and been replaced earlier,” “[h]e then disputed 

that he resigned and we had him sign a new set of documents confirming his resignation . . . .”  

(CYIOS’s Motion for Reconsideration, March 4, 2021, Ex. A).    

II. CYIOS’S SECOND PURPORTED CHANGE IN CONTROL 

Whatever the status of ownership and control of CYIOS was between August 20, 2019 

and March 13, 2020, CYIOS now takes the position that Carnahan transferred control of the 

company to David Greene as of March 13, 2020.  (Id.).  Soon thereafter, two new people 

apparently replaced Greene, who is not mentioned in CYIOS’s Opening Brief at all.  David 

Lewis states that he has been “CEO and a Board member of CYIOS since May 7, 2020.”  

(CYIOS’s Opening Brief, Ex. A).  John O’Shea states that he has “been CYIOS’s chairman since 

May 7, 2020.”  (Id.).  Both Lewis and O’Shea attest that they have never been the subject of an 
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investigation or enforcement action by any securities regulator and that CYIOS is now using 

appropriate and effective internal controls.  (Id.). 

ARGUMENT 

CYIOS admits that it violated Section 17(a)(3) of the Securities Act and Section 13(a) of 

the Exchange Act and Rules 13a-1 and 13a-13 thereunder.  (CYIOS’s Opening Brief, p. 

10).  CYIOS admits that these were “very serious violations.”  (Id.)  CYIOS does not take issue 

with a single factual finding made by the ALJ in imposing a cease-and-desist order, 

disgorgement of $37,500, and a penalty of $500,000 against the company.  Rather, CYIOS 

argues that “additional material information” should nullify the findings of the ALJ.  The only 

piece of additional information urged upon the Commission is that CYIOS – as of May 2020 – is 

under new management.  CYIOS argues that disgorgement, penalties, and injunctions are 

inappropriate because its new management removes the risk of future violations.  The 

Commission should reject this argument because it is unsupported by the law and because 

granting a reprieve based on facts that arose after the initial decision—and years of 

administrative litigation—would undermine the ability of the Division to enforce the federal 

securities laws. 

I. CYIOS Cannot Avoid the Impact of an ALJ’s Decision by Subsequently Changing 
Management. 
 

a. Even Changes to Key Personnel Before the Initial Decision Do Not Negate 
Risk of Future Violations 

The Commission has previously rejected the argument that a change in key personnel 

mitigates the risk of a company’s future violations.  In the Matter of optionsXpress, Inc., et al., 

Securities Act Rel. No. 10125, 2016 WL 4413227 (August 18, 2016).  In the optionsXpress case, 
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the respondent had been acquired by Schwab after the violative conduct but before the initial 

decision.  Id. at *35.  Moreover, the Commission acknowledged that “the managers who were 

most involved with the violations [had] since left the company.”  Id.  Despite a change in 

ownership and despite the departure of the responsible individuals, the Commission still found a 

risk of future violations sufficient to impose a cease-and-desist order and civil penalties against 

optionsXpress.  Id. at *35-39.  See also vFinance Investments, Inc., Exchange Act Release No. 

62448, 2010 WL 2674858, at *17 (July 2, 2010) (rejecting argument that cease-and-desist order 

against broker-dealer was unwarranted because the responsible employee was “no longer 

associated with [the firm] and … it is ‘unlikely that the precise situation will arise again in the 

future”’); City of Miami, Exchange Act Release No. 47552, 2003 WL 1412636, at *11 (Mar. 21, 

2003) (explaining that the “departures” of the city “officials involved with that [violative] 

conduct” did not provide “assurance that [the city] will not commit similar violations in the 

future”). 

In this case, it is undisputed that CYIOS violated the securities laws for many years prior 

to the ALJ’s initial decision.  During that time, there was neither a change in ownership nor a 

change in key personnel.  Instead, CYIOS and Carnahan zealously defended themselves—often 

frivolously repeating the same rejected arguments—in this administrative proceeding.  Only after 

a finding of liability and an order to pay disgorgement and civil penalties did CYIOS take the 

remedial measures that it now touts.  If such measures could not mitigate future risks in the pre-

initial decision context of optionsXpress, vFinance Investments, and City of Miami, then they 

should not mitigate future risks when undertaken only at the eleventh hour after the imposition of 

remedies, as they were in this case.  The Commission should affirm the decision of the ALJ. 
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b. There is no Legal Support for CYIOS’s Request 

CYIOS fails to point to a single case that supports the relief they seek: overturning the 

decision of an ALJ in light of a post-initial decision transfer of company control.  Instead, 

CYIOS cites cases that are either inapposite or distinguishable: Raymond James Financial 

Services, Inc., Initial Decision Rel. No. 296, 2005 WL 2237628 (Sept. 15, 2005) (remedial action 

taken by respondent prior to ALJ’s decision); SEC v. Cenco, Inc., 436 F. Supp. 193 (N.D. Ill. 

1977) (massive remedial action taken within days of discovery of irregular financial accounting); 

KPMG Peat Marwick, LLP, Exchange Act Rel. No. 43862, 2001 WL 47245 (Jan. 19, 2001) 

(acknowledging that “a finding of violation raises a sufficient risk of future violation” and 

imposing cease-and-desist order); Blinder, Robinson, and Co., Inc. v. SEC, 837 F.2d 1099 

(dealing with the issue of reliance-on-counsel defense, not belated attempts to mitigate risk of 

future harm).  In this case, CYIOS is attempting to escape an order of disgorgement, civil 

penalty, and injunction based on a change in management that came ten years after the conduct 

in question, after two full evidentiary hearings before two different administrative law judges, 

and after two separate initial decisions against CYIOS.  CYIOS cites no authority for such 

drastic relief. 

Moreover, there is a strong policy obstacle to CYIOS’s argument.  If an entity is able to 

avoid the negative consequences of protracted litigation with the Division—simply by changing 

management at the last possible moment—then the proceedings that came before become 

meaningless.  In this case, the sequence of events is particularly egregious: (1) CYIOS had, and 

wasted, an opportunity to present witnesses and evidence in 2015; (2) Judge Elliot issued an 

Initial Decision adverse to CYIOS; (3) the company then obtained a procedural reprieve (arising 

from Lucia and completely independent of the merits of its case); (4) CYIOS had another 
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hearing in 2019 before a different ALJ and again failed to put on a single witness; (5) Judge 

Grimes reached the same result in 2020; (6) then Carnahan finally gave control of the company 

to David Greene, who apparently gave control to Lewis and O’Shea – none of whom apparently 

conducted diligence sufficient to uncover publicly available information about this 

proceeding.  If a company may avoid all consequence through this chain of events, then the 

Commission is providing a blueprint for any entity to get an unwarranted “second bite at the 

apple.”  Such a regulatory framework would encourage frivolous litigation that would waste 

Commission and Division resources only to be undone at the last moment.   

c. Statements by CYIOS’s New Managers Do not Inspire Confidence 

Even if the Commission were to conclude that a management team installed after the 

ALJ’s initial decision could negate a finding of future risks, CYIOS’s effort still fails.  The new 

managers of CYIOS have provided affidavits attesting to their clean personal regulatory records 

and promising to be better managers of the company than Carnahan.  (CYIOS’s Opening Brief, 

Ex. A).  In fact, they strenuously argue that “had CYIOS’s current Management been aware of 

the Administrative Proceeding, [they] would have immediately retained legal counsel to 

correspond with the Commission’s staff in order to rectify CYIOS’s violations and implement 

any necessary remedial procedures.”  (Id. at p. 10).  This argument is puzzling for many 

reasons.  First, CYIOS disclosed this pending administrative proceeding in its 2019 annual 

report, filed on April 15, 2020, a month before Lewis and O’Shea claim that they took the 

reins.  (CYIOS 2019 Annual Report, attached hereto as Ex. B).  It is not credible that Lewis and 

O’Shea were not immediately aware of this proceeding when they purportedly took control.  

Additionally, in pursuing this argument, CYIOS studiously avoids any mention of (1) when and 

how new management came to be aware of this proceeding; and (2) what diligence they, or the 
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immediately preceding CEO, David Greene, conducted into CYIOS’s regulatory 

issues.  Certainly, this administrative proceeding has been no secret; the administrative docket 

has been publicly available at www.sec.gov throughout its pendency.  It is difficult to understand 

how new management will ensure future compliance when they failed to discover publicly 

disclosed malfeasance before taking control of the company.  Finally, even though new 

management has been in control for nearly a year, counsel for CYIOS has not yet corresponded 

with counsel for the Division to rectify CYIOS’s violations or implement any remedial 

procedures.  While they now claim that “CYIOS would emphatically have avoided needless 

litigation with the Commission” and that they were “not afforded opportunity to properly act on 

CYIOS’s behalf in this matter,” no representative of CYIOS has even sought to start a dialogue 

about settlement during the ample time in which new management has been in charge. 

Further eroding trust in new management, CYIOS repeatedly makes the questionable 

claim that “Carnahan is no longer affiliated in any way with CYIOS.”  (CYIOS’s Opening Brief 

at pp. 11-13, emphasis added).  CYIOS’s 2020 annual report, certified by Lewis and O’Shea on 

April 15, 2021, explicitly lists Carnahan as a person “affiliated” with the company by virtue of 

the 5,000,000 shares of common stock he holds.  (CYIOS 2020 Annual Report, attached hereto 

as Ex. C).  This example of new management playing loose with the facts, especially when 

combined with its failure to describe any of the circumstances surrounding the transfer from 

David Greene as well as the Company’s engagement with a felon (Randall Goulding), does not 

inspire confidence that CYIOS’s violations are all in the past.  

II. The Commission Should Affirm All Remedies Ordered in the Initial Decision 

CYIOS’s sole argument to the Commission relies on a last-minute change in company 

control.  As discussed above, this is inadequate to reverse the ALJ’s imposition of a cease-and-
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desist order and a civil penalty.  CYIOS argues that the existence of new management “negates 

the likelihood of any future violations by CYIOS.”  (Opening Brief at pp. 9, 13).  This blanket 

guarantee of no future violations is diminished by the oddly naïve stance now taken by Lewis 

and O’Shea.  It is difficult to take such a promise seriously from managers who claim ignorance 

of this entire proceeding when a simple Internet search would have produced the docket.  

Therefore, the Commission should affirm Judge Grimes’s cease-and-desist order and impose 

civil penalties in at least the amount ordered below. 

As to disgorgement, CYIOS claims that imposing the $37,500 found by Judge Grimes 

would “unduly punish” the company’s owners.  (Opening Brief at p. 14).  This argument turns 

the purpose of disgorgement—the purging of a wrongdoer’s ill-gotten gains—upside 

down.  CYIOS makes the unsupported claim that an order of disgorgement would neither 

prevent unjust enrichment nor deter others from violating securities laws.  In this case, an order 

of disgorgement would accomplish precisely those two goals.  Judge Grimes found—and CYIOS 

does not challenge—that CYIOS was unjustly enriched by the $37,500 in consulting services it 

received, “otherwise CYIOS would retain a free benefit it gained while violating the 

law.”  (Initial Decision, p. 25).  Similarly, CYIOS does not even attempt to articulate a challenge 

to Judge Grimes’s determination that such disgorgement would deter others from violating the 

securities laws.  Accordingly, the Commission should affirm the Initial Decision’s order of 

disgorgement. 

CONCLUSION 

Because of CYIOS’s repeated violations of the federal securities laws, the Commission 

should affirm the Initial Decision and impose a cease-and-desist order, disgorgement, and a civil 

penalty against it. 
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@ABCDAE�CFGHIJKK�LM @LNNLF OLDAEPAQ�RAESJ TJDACFJU VDLIW VDLIWXLEUJQKYVXAQJK ZNLSFD VXAQJK ZNLSFD @LNNLF GAQFCF[K VS\KIQC\JU G]SCD̂_FASUCDJU_FASUCDJU _FASUCDJU _FASUCDJU _FASUCDJU _FASUCDJU _FASUCDJU _FASUCDJUàbacde�facgahi�jk�lmjn opkojjkpqm����� opkojlr�������� jmkmmmkmmm������� jmkmmmr������������ lqkqnpkospr����� tlqksulkjjmvr������� wr������������������ tlonkqllvr���������xabe�yz�dy{{yc�|}yd~ okpojkjpq������� okpoj������������ �koup���������������� w����������������������� w�������������������� nkmjs�����������������e}��cdy{e w������������������ w���������������� w������������������� w������������������� w�������������������� tu�klsuv���������������� w�������������������� tu�klsuv�������������� � � � �àbacde��ede{�eh�ojk�lmjn onknqlkumq����� onknqor�������� jmkmmmkmmm������� jmkmmmr������������ lqk�mjksplr����� tlqkupskouuvr������� wr������������������ toj�kpuovr���������xabe�yz�dy{{yc�|}yd~ nkn�mknpj������� nkn�j������������ w������������������� w������������������� l�oknln������������ w����������������������� w�������������������� lpokuum������������x}yd~��||ge�zyh��e�}�dyc�eh|}�yc ok�sjkqlu������� ok�sj������������ w������������������� w������������������� uql������������������� w����������������������� w�������������������� qkqjo�����������������e}��cdy{e w������������������ w���������������� w������������������� w������������������� w�������������������� tlnpkls�v�������������� w�������������������� tlnpkls�v�����������àbacde��ahd��ojk�lmlm �okqp�kjno����� �okqp�r�������� jmkmmmkmmm������� jmkmmmr������������ lqks�pk�oor����� tl�kjpokppovr������� wr������������������ toqokpp�vr���������
@LNNLF�VDLIW PQJMJQQJU�VDLIW
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% %�ĤYI_J̀YEP &�
����
a����
����
���]��
� b�����
���>�	�
���� � �   �c�   %�c  ��
��	]�
�
�

����
��	��
�
�

�������
��	&�
�
�

���%�
�  "�  "d!d" )�)�����
��% % ���]��
��
&�
����
	�		���̂ HYI_J̀YEP'�c  �   	��
�	�
OYEeHNDPIQJG������	����������
�����		�����������
�
	����
��
�
% %�



�������	
�����
�	
��
��	
����������
��
	
���
�������������������	
���	����	�	�	���	
�������������	���	
���	
���������	�
�
�	
����	���������������	
��������	
���
����������	
��������
��
	������������������
���	�
���	
������
��
����������
��	
���
�	�����	�����
�������	����	

��	������	
���		��
��������������
��� �����
	
�!������
�������"�#$�
��
��	�
�%&���'
�()*+(,+-�#�&�������(�././	
��
�����������	� �	�	�
��
�0�����
�	
����	���1�����
���	
����		����
� �	�	�
��������������	
��
�������	����	
���
�
����������	
� �	�	�
�����������	�
����������������������#�&�������*(234562789:9;<=>7>9?@ABCD;8@AE9FGHH>??>GA9A79=9B@AI#�������	�	�	����������	��	�����������)���)1����	 �
��������JK89:CF@LL9E9B78@7789FGHM@AN2>7?789AFCOK>HG78NF@=A@8@A@AB>7?@;;G<A7@A7�������������
���
��	�����	�����
����
��
�	
�$�������)#P�����	
�.//.�	
�$�����	���QP�
������	
�*R(S���;9=7@>A=<L9?M=GH<LE@79B789=9<AB9=>A;L<B>AE789T@>L<=97GM=GM9=LN@??9??789FGHM@ANU?>A79=A@L;GA7=GL?VW?V������
���������������
�	
���	�
�
�1�������.*�./*X�#�Y<A9352345Z2I[>\AL>E87GT789:<M=9H9FG<=7U?B9;>?>GA>A]<;>@̂ V:CF2J5_Z:VF7V34̀ à345Zb2789�
������
��	���������������������	��	�����
������������������	
��
��c	
��	�����
����	���	
�
��
�����	..�./*,�#������	..�./*,�	
��
������
������	
��	�����
����������
�����������
�����	����
����������
�����������	��	������d�����


���
	�����
�������	�����	����	
���
��������#��������*/�././�	
��������	��	���e���������	���������	���������
����������������������	������		
��
�������������
������������	
���
���
��	��������	���������		
��
��������P����
�fX//�///�#�&�������(�././�	
��
�����������	� �	�	�
��
�0�����
�	
����	���1�����
��#��������.X�./.*	
��������	��	���]@gY<BE9E=@A79B789FGHM@ANU?h97>7>GATG=i9̂>9g@AB?97@j=>9T>AE?;89B<L9VK89FGHM@AN8@?T>L9B>7?>A>7>@Lj=>9T��	
���		���&
�����Q#�����
��
��������������	������
�
��
����
�����
�$Q��	���
��	
�����	�����
��������	
�
��
	
��
��������������������
���������
���	���	����������	
�
�	�
��
�	
�������
�	
�	�����������
��
	
���������������
��kl mnopqrspturpvwoqxpy �������
����	
��������������	����

�����������������������
����

�	
��
��
����
�	������
������z$�����	����
�����'���z �
��	
��e��������Q�{�&���z �
��	
��1�e�������� ����������*z *,(/X|�������|�����$��	�.//�������.z ����	����&e((*+/ 

��z RXS)R/()},X+Q����z d
��	
��~d������
����
��	��	
�����	
�'���z ��1� �		���
�&���z  �		���
�� ���ee��������*z }..!��	$
�����e����$��	�*/*�������.z &������	
����,S/.X 

��z ,/*)SX*),,,+Q����z d

�~���������
������	
�0���	�
��'���z&���z�������*z�������.z 

��zQ����z#	
��$������ �
������



�������	
���
�������	
��������������������	
�	����������������������������� ��� ������!" �#��� !$��������%�� �������%& �'�������#�!�()
�����*+�����+���*,-��.��/���*�����,����������������+*	��	������������������	��������������	�	
����+���+���0	
������	��0������(1�
�23��
21�	+����4�������25������625������72�
���28
��*2



��� �����	
�	��
������������������������� !!����̂_̀abcT6C&9&/*+I&9,*/()%''$1(+.*77%*)*'deZeUXffgVWhijkWTl;���������m�������� !!����"ABnop̂ XY[pcqop̂ XY[pc_UVfXYZ[\]̂_̀abcTrs\]\̀_t[\]̂_̀abcZZpoatu_vvc_b_ZdeZeUXffgVWhijkWwlx



��������	��
���
��
�����
�����


��
���
����
���

��������������
���
������������������ ���!



�

�������� 	
��
����������������
��������������������������������������������������������������������������������������������������
������������������������	����������������������������������������������������������������������������
���������������������� !"�#$%�&'()!*(+,-".�������������������������������������������/
�����������������������
������0�������������������������������������������������������������������1������������
�����������������������������������������������������������������������������������������������������2



������������	
�����������
	
�
��	�	��������
�	�����
��������������������������

 !"#"�$%&'&(%')�#*'*"+"&*#�!',"�&-*�.""&�#/.0"(*�*-�'/1%*2�3",%"4�-3�(-+5%)'*%-&�"&6'6"+"&*�53-("1/3"#�'&1�&-�'##/3'&("�%#�53-,%1"1�-&�*!"+7��8""�*!"�'((-+5'&9%&6�&-*"#7� �:��

���� ����	���
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