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UNITED STATES OF AMERICA
before the
SECURITIES AND EXCHANGE COMMISSION

FILED: May 10%", 2021
Administrative Proceeding File No. 3-16386

=

Response to DOE response to CYI0S

In the Matter of

Timothy W. Carnahan Dated: April 26™, 2021
Respondents - pursuant to Rule of Practice 450(a):
Per Order:

Release No. 91224 / February 26, 2021

13

Respondents (Timothy W. Carnahan) for the record.

The ALJ Initial Decision conclusions are based upon false statements; these false

statements were made by the SEC Department of Enforcement (“DOE”) and Judge
Grimes (“ALJ”).

From the DOE response dated April 26™, 2021, the “Respondents” will show proof
of bold face false statements that create a false narrative and support an all-out
conspiracy against the respondents.

Out of crystal-clear proof, the “Respondents” request Immediate Dismissal of
this case in its entirely and damages requested paid immediately.
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ARGUMENTS

Argument |
First let us start with a definition of the word “admit” using Dictionary.com.

confess to (a crime or fault, or one's responsibility for it).
"he was sentenced to prison after admitting 47 charges of burglary" - "he had admitted to all seven
charges against him"

DOE’s argument from response dated April 26", 2021 on page 4 below is false

statement and a false narrative.

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.

The current “CYIOS” management cannot “ADMIT” to anything as they were not
related to the company “CYIOS” during the alleged violation in 2009 which was
stated by the SEC DOE.

Again, “CYIOS” management cannot “ADMIT” — they could do other things, but
it is not their “ACT” to “ADMIT”.

Why is this important — because when the ALJ made conclusions from past orders
he based them off false statements; thus the “Respondents™ ask for immediate
dismissal.

The respondents hope that the SEC COMMISION is starting to see where we are
going with this.

Keep Reading as we continue to show proof of FASLE statements!

Argument |1
DOE’s argument from response dated April 26™, 2021 on page 8 below is

quoted.

This blanket guarantee of no future violations is diminished by the oddly naive 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.

We the respondents agree with DOE’s quoted statement above.
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Now whereas, to further show proof of the false narrative the SEC DOE and ALJ
have created on record, we refer to Judge Grimes Initial Decision Dated: 2020-01-
10, page 11 last paragraph last sentence is quoted below.

Carnahan did little on cross-examination to discredit Lundelius’s testimony, choosing to
chiefly focus on whether Lundelius had reviewed CYIOS’s patent.”® Carnahan, however,
failed to present any evidence about CYIOS’s patent or whether it had one. 74

As the DOE quoted statement shows highlighted “simple Internet search”, we the
respondents reiterate the same highlighted quote but to Judge Grimes and his
Initial Decision which the ALJ based his decision upon and “concluded” on the
Expert Witness (“Lundelius”). The respondents allege this is a “conspiracy”.

Why the respondents call this a “conspiracy” ?

In Judge Grimes’s Initial Decision and the Expert Witness testimony state they
never knew about a patent; Judge Grimes did state he noticed a “Trademark”.
Again, like and as the DOE quoted statement show, the Expert Witness or ANY
SEC DOE staff, or Judge could make a “simple Internet search” and find that
CYIOS has a patent. See EXHIBIT A (excerpt of “simple Internet search” below)

CYIOS Applies for Patent for CYIPRO

NEWS PROVIDED BY SHARE THIS ARTICLE

CYI10S Corporation — o o
Sep 07,2011, 0149 ET

WASHINGTON, Sept. 7, 2011 /PRNewswire/ -- CYIOS Corporation (OTC Bulletin Board: CYIO) announced today that it
submitted its patent application for CYIPRO with the USPTO. "We have created an invention - that being a project-based

Why the respondents call this a “conspiracy” and why the records is “laced”
with False statements creating a False narrative?

Keep following this!!!
The “Respondents” have just a little bit more on this FALSE statement and FALSE
narrative by the ALJ Judge Grimes and DOE Staff.

Take Note of below Order:

ORDER Release No. 6474/March 4, 2019 Order Redesignating Presiding Judge

IT IS ORDERED that Administrative Law Judge James E. Grimes is hereby designated,
in place and stead of the Administrative Law Judge heretofore designated, to preside at
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the hearing in these proceedings and to perform other and related duties in accordance
with the Commission’s Rules of Practice.

With the above ORDER Release No. 6474/March 4, 2019, Judge Grimes
recounted the foregoing procedural history and as required by the Commission’s
August 22 Order.

Here is one reason why it is a “conspiracy” !

The Respondents filed on Mar. 27, 2018 “Respondents Timothy Carnahan and
CYIOS Corp.s' Supplemental Briefing”. See EXHIBIT B

With this filing, the respondents clearly present CYIOS subsidiary product
company CYIPRO and its Patent. (excerpt of EXHIBIT B below)

We are using our Product CYIPRO — (Patent pending US 14/806,989) — one of the use cases is for
Sarbanes-Oxley and Intemal Controls. Moreover, the below SEC link makes it crystal clear we don't
have to “USE” COSO - as we stated, we are using CRITERIA set forth in COSO via our product
CYIPRO.

Sarbanes-Oxley Section 404 A Guide for Small Business states:

The SEC doesn't have specific rules that tell smaller public companies how to do this. There is, however,
usefil guidance available from other sources. One ofthese is the internal control framework set out by a
private sector organization called the Committee of Sponsoring Organizations ofthe Treadway

Commission.

2|Page

The Respondents clearly point out that ALJ Grimes concluded that there was no
patent and relied upon the Expert Witness who testified that he did not review the
patent.

The respondents here again point to a False statement by the ALJ and DOE!

All they needed to do is a “simple Internet search” or look at the evidence
presented by the respondents!!!
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What is more interesting, ALJ Grimes concluded that in the 10K filed, CY10S
did mention CYIPRO’s Trademark #77217824. But, evidently SEC DOE, Expert
Witness and ALJ refused to consider that either.

Please note the below image of Trademark: “FOR USE IN THE FOLLOWING”
COMPLIANCE WITH SEC SARBANES/OXLEY REGULATIONS,...

The above respondent’s “ARGUMENT I1” clearly shows:

1. ALJ and SEC DOE have created a “conspiracy” against the
RESPONDENTS and filed it in the Initial Decision with the SEC Agency!

2. A “simple Internet search” would have prevented this case’s unwarranted
procedural history. SEC Robo Cop is a Failure.

3. ALJ clearly relied upon the Witness who did NOT review CYIPRO’s Patent
nor Product that is online www.cyipro.com, nor the Trademark.

4. ALJ made the INITIAL DECISION based upon conclusions that were based
upon False statements and a False narrative.

Out of crystal-clear proof, the “Respondents” request Immediate Dismissal
of this case in its entirely and damages requested paid immediately.
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On the factual arguments presented by the respondents, we again state that every
sentence where the ALJ Falsely concluded that the respondents “used COSQO”,
should be stricken from the record as direct false statements and as part of a
conspiracy to deceit the SEC Administrative hearing. This “conspiracy” is an act
to “defraud” the United States Securities Exchange Commission.

Further, the respondents show proof that Judge Grimes understands that there is a
meaningful difference clearly between the two statements.

DOE stated “‘using the COSO”

VS

Respondents stated “using criteria set forth in the Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COS0)”

Judge Grimes stated in “Release No. 6729 / January 31, 2020 Order Denying
Respondents’ Motion to Correct”, page 3, Excerpt below.

The initial decision contained the conclusion that “CY10S’s statements that
management had evaluated the company’s internal controls using the COSO framework
were false.”*®> Respondents argue this is a misstatement of fact because they actually
said that CYIOS “assessed the effectiveness of [its] internal control over financial
reporting ... using criteria set forth in the” COSO Framework.'8 If there is meaningful
difference between the initial decision’s language and Respondents’ preferred version,
Respondents don’t explain what that difference is.!’ It's also possible Respondents are
arguing that they did apply the criteria in the COSO framework, and therefore my factual
conclusion to the contrary is wrong.

Respondents once again show that ALJ Judge Grimes refuses to write or correctly
quote language directly in the record — it is not the “Respondents’ preferred
version”, it is the respondents “FILED” version; ALJ can do a “simple Internet
search” and find on sec.gov CYIO filings!

Wait, and we the respondents need a “drum roll” for this next statement from
ALJ Judge Grimes quoted from above and place here for easy of reading.

“It's also possible Respondents are arguing that they did apply the criteria in the COSO
framework, and therefore my factual conclusion to the contrary is wrong.”

Now, the respondents DO believe ALJ understands what we stated and filed and that there is a
“CRYSTAL CLEAR?” difference in what DOE and himself ALJ Judge Grimes has over and
over and over continued stating, thus twofold; created a False Narrative with False statements
and “Conspired” together against the Respondents!!!!

Now again, out of crystal-clear proof, the “Respondents” request Immediate Dismissal of
this case in its entirely and damages requested paid immediately.
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ALJ Judge Grimes based and concluded the Initial Decision on ambiguity and
capricious statements and without looking at evidence presented by the
respondents. see legal standard 17 C.F.R. § 201.360(b); see 5 U.S.C. 8§ 556(d)
(“’A sanction may not be imposed or rule or order issued except on consideration
of the whole record or those parts thereof cited by a party and supported by and in

accordance with the reliable, probative, and substantial evidence”), cf. 17 C.F.R.

§ 201.340(b) (directing that “[p]roposed findings of fact must be supported by
citations to specific portions of the record”).

Argument 11
ALJ Judge Grimes in “Release No. 6729 / January 31, 2020 Order Denying
Respondents’ Motion to Correct”, stated the below about 28 U.S.C. § 2462.

1. The initial decision stated that “CYI0S’s 2009 Form 10-K [was] filed on February 26,
2010, which is within the five-year limitations period in 28 U.S.C. § 2462.”8 Respondents
argue that the quoted language is inaccurate because (1) they first made the relevant
false statement in their 2008 Form 10-K filed in April 2009, and (2) the statute of
limitations requires that an action be “commenced within five years from the date when
the claim first accrued.”® Respondents maintain that the false statements in their 2009
Form 10-K and later filings were simply a continuation of the same false statement they
initially made in their 2008 Form 10-K, which was filed outside the limitations period.®
The problem with this argument is that it amounts to a legal argument and is thus not
properly part of a motion to correct.’* And, in any event, the undisputed fact remains
that Respondents made the false statement in the 2009 Form 10-K filed on February
26, 2010—they concede this fact in their motion'? — which was just less than five years
before the Commission initiated this proceeding. Issuers are required “to file a separate
annual report for [each] fiscal year,” and, as a matter of law, each false filing was
separately actionable.® The fact that Respondents repeated earlier misstatements that
fell outside the limitations period did not immunize similar statements they later made
during the limitations period.'#

The respondents again point to a FALSE STATEMENT which ALJ Judge
Grimes used to conclude his Initial Decision. That statement is highlighted above.
This is the blatant on its face lie! The respondence NEVER CONCEDED! What
we have here is “conspiracy” — why is it a “conspiracy” because the SEC DOE
staff and attorneys feed in lies like this then the ALJ feeds in lies and the two or
plus input of lies become a FALSE NARRATIVE!

Keep reading!!!
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Again, the respondents as stated in our “Motion to Correct Manifest Errors of
Fact” filed January 17™, 2020.
Excerpt from 2008 10-K : Filed: 2009-04-15

We evaluated and assessed the effectiveness of our internal control over financial reporting as of December 31,
2008, using criteria set forth in the Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

The respondents have also stated in EXHIBIT B the below excerpt!

We are using our Product CYIPRO — (Patent pending US 14/806,989) — one of the use cases is for
Sarbanes-Oxley and Intemal Controls. Moreover, the below SEC link makes it crystal clear we don't
have to “"USE” COSO - as we stated, we are using CRITERIA set forth in COSO via our product
CYIPRO.

https://www.sec.gov/info/smallbus/4 04 guide/controls.shtml

Sarbanes-Oxley Section 404 A Guide for Small Business states:

The SEC doesn't have specific rules that tell smaller public companies how to do this. There is, however,
useful guidance available from other sources. One ofthese is the internal control framework set out by a
private sector organization called the Committee of Sponsoring Organizations ofthe Treadway

Commission.

FACTS to this point on Argument I11:
1. There is a product named CYIPRO!
2. Patent pending US 14/806,989.
3. Trademark States: FOR USE IN THE FOLLOWING: COMPLIANCE

WITH SEC SARBANES/OXLEY REGULATIONS
a. (see 2008 Trademark Line 126, 127 above and excerpt image)

SEC Expert Witness FAILED to review CYIPRO product.

SEC ALJ and DOE and ALL associated STAFF committed a “conspiracy”

to hide evidence and parlay a FALSE Narrative using FALSE Statements.

6. 28 U.S.C. § 2462 bars the government from bringing suit to enforce “any
civil fine, penalty, or forfeiture” after five years from when the claim first
accrued.

7. In resolving the question of when the statute begins to run the Supreme
Court focused on the phrase “first accrues” from the statute. In view of this
language section 2462 “begins only once, when a claim first accrues.”
(emphasis original). In view of these words the statute cannot reset each day
because the concept of “first” would “have no operative” force, the Supreme

o s
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Court found in the SEC v. Kokesh, No. 15-2087 (10 Cir. Decided March 5,
2018).

8. The respondence provided proof of use all the way back to 2006!!! See
excerpt from EXHIBIT B below.

We as asked include snapshots of more “Documentation” and it should be obvious
about the review and what review was done regarding the internal control process in
question. See below of a 10K process. These processes have Oversight, Organization
separation of control and financial management control processes as well. Inclusive this

is CYIPRO.
& s @R
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9. “first accrues” use of our Great Software CYIPRO is 2006 for SEC filing!

a. ALJagain FALSLY changes the context and states — no, no, no — you
do not have software you have a filing, and each filing is a new
charge.

b. This is another bold face lie! We have already shown through
evidence we use CYIPRO which “uses criteria set for in COSO”.

c. Now we clearly know how we did it and when we did it!

10. Time Bars Any action from the SEC! But as presented, the respondents are
innocent of any violation!

11.ALJ clearly understands the law — but creates a FALSE narrative rather than
look at the evidence.

NOTE:

In the SEC v. Kokesh case,

Judge Garaufis reasoned that "[a]llowing discovery to proceed with respect to
claims that appear to be time-barred . . . would constitute ‘entertainfing]’ those
claims, which § 2462 clearly prohibits.”

see Id.at 18. Also, see Cohen, Mem. & Order Granting Mot. to Dismiss at 19, ECF
No. 68.

To the final point, a “simple Internet search” provides everything in this document,
yet the SEC for 7 years; the SEC, (3) SEC ALJ and (X) amount of SEC attorneys
Failed to present the truth rather submitted False Statements and created a False
narrative and conspired against the respondents.
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Argument IV
ALJ Judge Grimes stated in “Initial Decision January 10, 2020 Iltem 2 page /.

The respondents characterize the ALJ as a “Politician” because he “cherry picked”
sentences from an ad hoc FORCED by Subpoena interview with ZERO upfront
details of the interview. So, in contrary to what Judge Grimes “cherry picked” from
that transcript, the respondents will illustrate a Q & A session below.

A = Carnahan’s Response

Q = Department of Enforcement’s response

Session

A You mean disclosure, what do you mean by

6 disclosure rules?

7 Q Okay. The federal securities laws actually

8 define what disclosure controls and procedures are and
9 what control over financial reporting is. And so in

10 context, Rule 13(a)(15) is the context I'm asking you
11 about. So disclosure controls are incorporate internal
12 control over financial reporting.

13 And so it's not only that you're reporting the

14 financials correctly in accordance with "Generally

15 Accepted Accounting Principles," and detain all the
16 appropriate disclosures, but also things like that you
17 have disclosure controls and procedures in place to

18 ensure things are completely accurate, timely, and things
19 of that nature. And do you have procedures in place to
20 address those types of things?

21 A Yeah, there are procedures in place.

8 Q And so we want to make sure that we're asking

9 you for the right things. And if, as you sit here today,

10 from your recollection the only thing that documents your
11 assessment of internal controls is contained in your

12 filings, then we know not to ask you for documents that
13 don't exist.

14 A Yeah, this one -- | told you | compare my

15 process in internal controls to the quality control

16 process, a lot like ISO or CMMI level Am | certified

17 with those two certifications? No, but | apply those. |
18 look and see how they work and | apply those
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19 methodologies to getting this internal control done,
20 because | know what they're looking for on internal
21 control.

The respondents state: DOE was extremely rude, vague and for the most part their
questions were ambiguous as to what they were asking. Many times, Mr. Carnahan
stated may you be direct in what you are asking so | can answer with clarity.

As stated throughout this response brief, the ALJ, DOE and all SEC associated
staff have created a false narrative filled with false statements and conspired
against the respondents.

About the Session
ALJ Judge Grimes stated in “Initial Decision January 10, 2020 Item 3 page 2.

Respondents dispute this finding, arguing that Carnahan was able to explain how he
evaluated the effectiveness of CYIOS’s internal controls.19 But Respondents neither
argue that Carnahan was able to present an explanation during his investigative
testimony nor that this part of the initial decision misquotes the cited sources. Instead,
they attempt to support their argument with reference to an e-mail exchange with people
possessing Commission e-mail addresses and a separate document of unknown
provenance.20 None of these items have anything to do with whether Carnahan
explained during his investigative testimony how he evaluated the effectiveness of
CYIOS’s internal controls. Additionally, only part of the e-mail exchange was entered
into evidence and the document inserted in the motion was not offered into evidence.21
Respondents failed to present evidence during the merits hearing and cannot rectify
that failure now through a motion to correct manifest error.

Judge Grimes is at it again — here he admitted into evidence transcripts the June
2014 interview into the record as evidence but did not admit the document that
was asked during the interview which was not only e-mailed to the SEC but also
attached in many briefs.

More about this “document” that Judge Grimes states of unknown provenance is
the underlining point which shows the deceitful actions of this Administrative
Hearing by the ALJ and DOE and all SEC staff that participated, a conspiracy!
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367 This “document” is “Exhibit A” of the Respondent’s opening brief Dated: 2021-
368 02-24.
369  Excerpt below — note date of e-mail and June 2014 interview.

6. Respondents email during the SEC investigation showing proof of the software
1s [SO 9000:2008 compliant as one recognized control frameworks used for
ICFR. See the attached (Exhibit A)

(Continuous Process Improvement Support.docx) that was in the said email
below.

Date Sent: Monday, August 25, 2014 2:28:25 PM Sent From: "Timothy
Carnahan" <carnahan(@cyios.com> Sent To: "King, David R."
<KingDR@SEC.GOV=> Sent CC: "McGuire, Margaret S."
<MCGUIREM@SEC.GOV=, "Peavler, David L." <PeavlerD@SEC.GOV>,
"Woodcock, David R." <WoodcockD(@SEC.GOV= Subject: RE: Re: CYIOS
Corporation (FW-3921) Attachments:

[Continuous Process Improvement Support.docx]

370

371
372 About the Session

373 The Respondents filed in EXHIBIT B a documented process or procedure from
374 2009 about a “Comment” Letter CYIOS received. This is a follow-up answer to
375  line 317 of this document line 21 in the transcript.

376  We put the Excerpt from EXHIBT B is on the next page due to space — YES, we

377  have documentation and YES we have procedures!!!

378

379

380 Further, you notice the respondents OPENED the DOOR for a “Simple Internet
381  Search” on our product, which as stated in all CY10S filings on sec.gov,

382  using criteria set forth in the Internal Control—Integrated Framework issued by
383  the Committee of Sponsoring Organizations of the Treadway Commission (COSO),
384  complies with Rule 13(a)(15) and other SEC rules, laws, and governance.

385
386
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Here is another process in action based upon an Auditor Change — the SEC should be
able to relate directly to their Comment Letter as per dates in captured in image from

If the SEC wants to be in the business of evaluating software, they may want to quit
before they get started as it's not their charter to do so. With that stated, the SEC
severely misevaluated our internal controls as merely a “time sheet” system.

Please see more whitepapers on http://cyipro.com — though these whitepapers are not
conclusive of COSO framework but gives the reader an understanding of how COSO
Framework is a derived capability of CYIPRO as well as other frameworks with regard
to risk, compliance, financial reporting and total accountability. Moreover, how it was
used in CYIOS to meet the regulations, policy and rules of the United States
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388
389
390
391
392

392
395

396

Concluding, CYIOS’s required 10K PCAOB audits have never found any
deficiencies with our CYIPRO software or with any filing ever as required by law
7 CFR §1773.32 - Report on internal control over financial reporting and on
compliance and other matters.

Out of crystal-clear proof, the “Respondents” request Immediate Dismissal of
this case in its entirely and damages requested paid immediately.
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397
398

468
401

402
403 Timeliness: Current Date May 10", 2021 is within timeline set in the said Order

404 Release No. 91224 / February 26, 2021; this is filed timely.

405
406 Signed,
407

408 |

409 ” /

410

s : 2021-05-10

412  Timothy Carnahan i (date)

413
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414
415 Service List

41
413 In accordance with Rule 150(a) of the Commission's Rules of Practice, I hereby
418  certify that a true and correct copy of the foregoing document was served on the
419  persons listed below on the 10" Day of May 2021 under Rules of Practice 150 -
420 153,17 C.F.R. §201.150 — 153; thus, from the ORDER i1n question use:

421 APFILINGS@SEC.GOV.

422

423  Office of the Secretary

424 100 F Street, NE

a25  Washington, DC 20549

426
427
428
429
430
431

Timothy W. Carnahan

432 Respectfully,

433 Timothy W. Carnahan
434
435
436
437
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CYIOS Applies for Patent for CYIPRO

NEWS PROVIDED BY
CYIOS Corporation —
Sep 07,2011, O1:49 ET

WASHINGTON, Sept. 7, 2011 /PRNewswire/ -- CYIOS Corporation (OTC Bulletin Board: CYIO)
announced today that it submitted its patent application for CYIPRO with the USPTO. "We have
created an invention - that being a project-based management system. This system changes
the way you work, from management's perspective to staff's perspective it allows everyone to
work on goal centric projects. If you're not working on a project within a team, then most likely
you're not working toward the goals of the organization," stated Timothy Carnahan, CEO of
CYIOS.

"CYIPRO is a great invention based upon |lessons learned from years of work and theories - to
position your organization to fully utilize these and more theories of work, a new system had to
be created - CYIPRO is this new system. During this invention process, we also found that the
system could capture knowledge of subject matter experts, which could easily be reused by
others not having any idea on how to accomplish the project - yet could successfully complete

the project using this captured knowledge," stated Timothy Carnahan, CEO of CYIOS.

"Our path is contiguous in that we've built great solutions using various technologies -
Microsoft being one of our major tools for our integration and being the government's primary
provider for software, we've continued our investment using Microsoft for our Enterprise Mobile
solutions. We see that the government must have systems that capture retired and resigned
staff's work and we see that the government must start to telework and mobilize. We've made
CYIPRO a cloud-based offering that can be integrated into the Government and Military
networks, empowering the mobile knowledge worker. This is much more than a cloud-based
storage tank for files - we bring it all together in a taxonomy based upon your virtual

organization. Moreover, we are planning and working toward integration with an accountingj’g



package thus making CYIPRO a full ERP and CRM application - far less expensive that anything
on the market today. We want CYIPRO to capture the knowledge and finance of the
organization - capturing both is the future of business," stated Timothy Carnahan, CEO of
CYIOS.

Please see the below related links:

CYIPRO: http://www.cyios.com/InvestorRelations/tabid/58/Default.aspx

Town Hall Meeting: https://www.teleworkexchange.com/events/town-hall-meeting/events-
detail/1036#sponsor

Microsoft Windows Phone: http://www.cyipro.com/watch-latest-videos

About CYIOS Corporation:

CYIOS Corporation is the maker of CYIPRO, a business transformation tool that utilizes the first
project based office. CYIPRO is in position to support MANY government initiatives and is
based upon CYIOS' experience building the world's largest knowledge management portal,
www.us.army.mil. CYIPRO revolutionizes organizations, saves time and money, and empowers
staff and management to make decisions based upon lessons learned and organizational

knowledge.

Forward Looking Statements:

Except for statements of historical fact, the information presented herein contains certain
forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995, including, without limitation, expectations, beliefs, plans and objectives regarding
future activities. Such forward-looking statements involve known and unknown risks,
uncertainties and other factors, which may cause the actual results, performance or
achievements of CYIOS Corporation to be materially different from any future results,
performance or achievements expressed or implied by such forward-looking statements. Such
factors include general economic and business conditions, the ability to acquire and develop

3

future assets, the ability to fund operations and changes in consumer and business



consumption habits and other factors over which CYIOS Corporation has little or no control.
Except as may be required under applicable law, CYIOS Corporation undertakes no obligation
to update any forward-looking statements contained herein as a result of new information,

future events or otherwise.

CYIOS Corporation / Ronald Reagan Building / Washington, DC 20004
Contact: Timothy Carnahan +1-202-204-3006

SOURCE CYIOS Corporation
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UNITED STATES OF AMERICA
| OFFIGE OF THE SECRETARY

Before the
SECURITIES AND EXCHANGE COMMISSION

Admin. Proc. File No. 3-16386

In the Matter of DUE: March 26", 2018
Timothy W. Camahan,
CYIOS Corporation
Respondents Reply Brief:
Dated: Monday, March 26, 2018 “Per Supplemental Briefing Order - February 8%, 2018”

As requested, the supplementary reply documentation supplied in the following pages
regarding the SEC Department of Enforcement’s opening brief. This document is in
compliance to the request not to exceed 3000 words, by March 26, 2018.

Word Count ? X
Statistics:
Pages 7
Words 964
Characters (no spaces) 5,163
Characters (with spaces) 6,114
Paragraphs 56
Lines 147

4] include textboxes, footnotes and endnotes

It is literally unexplainable why the SEC states we've shown no evidence — read the
story!l!
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Reply Brief per Supplemental Briefing Order — February 8™ 2018

INTERNAL CONTROLS

(The pinnacle of capricious statements from the SEC)

SEC states over and over again that the statements were false in regard to Internal Controls on
the 10K filings. The SEC stated that because the Internal Controls did not pick-up on the alleged
Sarbanes-Oxley violation, the SEC capriciously and arbitrarily deemed CYIOS 10K statements
where false The SEC stated the controls were not reviewed and documented nor did they follow
COSO Framework. See item #17 p.5 of Release No. 3638 / February 13, 2015.

The "RESPONDENTS” stated 1) there is and was NO Sarbanes-Oxley Violation and 2) our
statements about the internal controls are true. We now know that #1 is true as stated by the SEC
Initial Decision Release No. 930, 2015 LEXIS 5189 (DEC, 21, 2015).

Below #2 is true as well, the Respondents DEBUNK the SEC statements about the internal
controls over and over again - the SEC was given documentation in 2014 almost 4 years ago;
today we give pictures. See Email Exhibit 1 below and pictures following the email. KEEP
READING!!!

IMPORTANT POINT to note before reading onward (copied for convenience of reading):
from our Reply Brief to “Division of Enforcement Opposition brief’ Dated — March 31, 2016 see page
4.B.

***We evaluated and assessed the effectiveness of our internal control over financial reporting as of
December 31, 2007, using criteria set forth in the Internal Control— Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

What the SEC has attempted to do is state we are using the COSO framework — the Respondents
state that we are “USING CRITERIA SET FORTH IN...".

We are using our Product CYIPRO - (Patent pending US 14/806,989) — one of the use cases is for
Sarbanes-Oxley and Intemal Controls. Moreover, the below SEC link makes it crystal clear we don't
have to “USE” COSO —as we stated, we are using CRITERIA set forth in COSO via our product
CYIPRO.

https://www.sec.gov/info/smallbus/404 guide/controls.shtm]

Sarbanes-Oxley Section 404 A Guide for Small Business states:

The SEC doesn't have specific rules that tell smaller public companies how to do this. There is, however,
usefiil guidance available from other sources. One ofthese is the internal control framework set out by a
private sector organization called the Committee of Sponsoring Organizations ofthe Treadway

Commission.
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1.

Email Exhibit 1:

Transaction:(331545)

8/25/2014 2:29:31 PM

CARNAHAN

Attachment(s).
Continuous_Process_{mprovement_Suppont.docx

Date Sent: Monday. August 25, 2014 2:28.25 PM

Sent From: “Timothy Carnahan” <camahan@cylos.com>

Sent To: "King. David R." <KingDR@SEC.GOV>

Sent CC: "McGuire. Margaret 8,” <MCGUIREM@SEC.GOV>, "Peavler. David L." <PeavierD@SEC.GOV>, "Woodcock. David R *
<W00dCockDRSEC.GOV>

Subject: RE: Re: CYIOS Corporation (FW-3921)

Attachments: [Con¥nuOus_Process_improvement_Support.docx)

David,

A From my eartier email, I've attached how the processes (ME. IMYSELF and i) created to run CYIOS (CYIO).

A1 These processes to ALL of the invoicing and payroil that are incorporated into our SEC filings. Traci is more or less a bookkeeper in her
capacity as a contractor. Our website has many purposes — none have been formaily deemed foruse for our shareholders. Please see 2008 SEC
guidance on use and historical factors.

A2 Please read as all my “Intemal Controls" related to financlal reports are covered through my automation of the processes.

B My claim is that the SEC falled to evaluate these processes and further ignored my testimony: thus coming to the wrong conclusions.

B 11 also claim the SEC failed to evaluate under the 2008 guidance — hitp:/www.sec.gov/news/press/2008/2608-158.htm

B.2 My "tMAJOR" concemn is that the SEC actions have cause a “Hardship™ on the companyt

C. As for the "Late flings". we received a letter from SEC about our filings. we tatked about our situation and the SEC was fine with our form 15
filed May 2014.

My intent is 10 resoive any concems as needed immediately. please advise when we can have our next conversation.

vr. Tim:

Timothy W. Camahan

CEO

2023691984

CYIOS Corporation

Ronald Reagan Building
1300 Pennsyivania Ave,700
Washington,20004

powered by www.cyipro.com

3|Page



We as asked include snapshots of more “Documentation” and it should be obvious
about the review and what review was done regarding the internal control process in
question. See below of a 10K process. These processes have Oversight, Organization
separation of control and financial management control processes as well. Inclusive this
is CYIPRO.
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Here is another process in action based upon an Auditor Change — the SEC should be
able to relate directly to their Comment Letter as per dates in captured in image from
CYIPRO.
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If the SEC wants to be in the business of evaluating software, they may want to quit
before they get started as it's not their charter to do so. With that stated, the SEC
severely misevaluated our intemal controls as merely a “time sheet” system.

Please see more whitepapers on http://cyipro.com — though these whitepapers are not
conclusive of COSO framework but gives the reader an understanding of how COSO
Framework is a derived capability of CYIPRO as well as other frameworks with regard
to risk, compliance, financial reporting and total accountability. Moreover, how it was
used in CYIOS to meet the regulations, policy and rules of the United States
Government.
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Conclusion and Relief requested:

Notwithstanding all above an all the years of explaining to the SEC our statements are true, and
contrary to ZERO evidence from the SEC that the statements are NOT true, the respondents
would add that NONE of the REQUIRED outside Audits have ever mentioned that the
INTERNAL controls were not compliant nor that any statements were not true. This being over a
period of 10 years of NASDAQ PCAOB Auditing Compliance — it does not pass the
reasonableness check that Now we have a problem. Adding one more statement — CYIPRO has

been used in all our DCAA audit compliance for financial records as well for over 20 years.

Based upon above, the respondents request for dismissal of the Administrative Proceeding
collectively and relief granted as deemed in appeal brief and if further needed a Justice

Department Review of this matter.

Vr,

3/126/2018
Timothy Carnahan (date)
L 3/26/2018
Timothy Carnahan, CEO and President of CYIOS (date)
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§ervice List

In accordance with Rule 150 of the Commission's Rules of Practice, I hereby certify that a true
and correct copy of the foregoing document was served on the persons listed below on the 12

day of March, 2018 via electronic mail or in person as indicated.

Honorable Cameron Elliot, Administrative Law Judge
Securities and Exchange Commission 100 F Street, N.E.
Washington, DC 20549-2557

By Electronic mail: ALJ@SEC.GOV

Chris Davis, Timothy McCole
801 Fort Worth Regional Office

Securities and Exchange Commission 801 Cherry Street, Suite 1900
Fort Worth, TX 76 102

By Electronic Mail DavisCa@SEC.GOV

Timothy W. Camahan, CYIOS Corporation
President and CEO and Chairman CYIOS Corporation

By Electronic Mail to carahan@cyios.com
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