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Fireside Chat: The Latest Trends in Financial
Crimes

Moderator:

Walter J. Mix lll, IBAC Chairman, Managing Director and Financial Services
Practice Group Leader, Berkeley Research Group (BRG)

with

Matthew Probershteyn, Global Head of Correspondent Banking
FCC and Americas and Europe Head of CIB
Standard Chartered Bank
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The consequences of non-compliance for correspondent Banking
providers has been significant.

Managing Financial Crime Risk takes a fine balance — What are some of
the considerations Banks must take into account?

What are some of the emerging risks keeping the international banks
busy?

What are some of the New Payment Classifications that btanda rd
Chartered is considering? What is the difference between Money
Service Businesses?

What are some recommended Financial Crime Management
Techniques? The difference between Money Service Businesses?

Can we do better?
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What's Happening in BSA/AML
Beneficial Ownership and Transaction Monitoring

Moderator:

Walter J. Mix Ill, IBAC Chairman, Managing Director and Financial Services
Practice Group Leader, Berkeley Research Group (BRG)

Danny Gutiérrez, VP & Regulatory Risk Manager, Ocean Bank, Coral Gables, FL

Matthew Probershteyn, Global Head of Correspondent Banking, FCC and Americas/Europe Head of CIB
Standard Chartered Bank, Newark, NJ

Mina S. Rizkalla, First Vice President and Chief Risk Officer, CTBC Bank USA, Los Angeles, CA

Julie Yang, Deputy BSA Officer, East West Bank, Los Angeles, CA
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Summary

» Qverview

» Beneficial Ownership
- Grey Areas — Lessons Learned — Risk based Approach

« Transaction Monitoring and Artificial Intelligence (Al)

« Correspondent Banking
- New Accounts — Due Diligence - Lending

« Fincen FAQ’s
- Comment Letter by FIBA and IBAC
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Prior to
FAQ#3

North Miami Hotel, LLC
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Morth Miami Hotel, (i
Lc
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Correspondent Banking / Emerging Risks
Sanctions Update

Moderator:

David Schwartz, President & CEO, Florida International Bankers Association
(FIBA), Miami, Florida

Andy Fernandez, Esq., Partner, Holland & Knight LLP, Miami, FL

Marc Alain Galeazzi, Esq., Counsel, Morrison & Foerster LLP, New York, NY

Michael Mancusi, Esq., Partner, Arnold & Porter Kaye Scholer LLP, Washington, D.C.
Laurel Loomis Rimon, Esq., Sr. Counsel, O Melveny & Myers LLP, Washington, D.C.
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Sanctions Update

« Update on Sanctions
- Cuba, Venezuela
- [ran

« Secondary Reviews

 New Payments methods / Virtual Currencies
« Enforcement Issues
« Governmental Perspective
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Fireside Chat: Trends in Artificial Intelligence

with

Jeffrey W. Lin, CFA, Portfolio Manager
Global Artificial Intelligence Equity, TCW, Los Angeles, CA
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Blockchain, Al, Crypto and Other Key Issues
and Trends

Moderator:

David Abshier, Managing Director, Financial Services, Berkeley Research
Group (BRG), Los Angeles, CA

Ms. Anna Fridman, Co-Founder and General Counsel, Spring Labs, Los Angeles, CA
Mr. Shirish Netke, CEOQ, Amberoon, Los Angeles, CA

Mr. Paddy Ramanathan, Founder & Managing Director, iValley Corp, Silicon Valley, CA
Mr. Bob Taylor, Founder & Head of Business Development, Global Risk & Data Authority (GRADA)
| Cayman Islands
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Summary

» Key Issues / Trends in FinTech and Compliance
» Co-Creating platforms — Banks and digital
» Regtech

» Blockchain
- Overview — SEC Issues - Custody

» Blockchain Use cases
« Artificial Intelligence (Al) and BSA / AML use cases
» Cryptocurrencies / digital currencies
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BSA/AML/OFAC
Compliance and FinTech
Solutions: Blockchain
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Cryptocurrency vs. Blockchain

e
e

Cryptocurrencies Blockchain
e Applications built using blockchain e Underlying set of infrastructure &
technology technologies
e "Tools" utilized on blockchain networks; e Distributed ledger technology and smart
not the actual network contracts
e Digital asset e Blockchain applications include

cryptocurrencies, enterprise applications,
Internet of Things
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Nefarious uses made headlines

éi>

Drug Trafficking and
Other lllicit Activity

e Anonymous sending and
receiving of digital currency
e "Silk Road"
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Fraud

Fraudulent Initial Coin Offerings
("ICOs")
Phishing sites that illegally
obtain wallet keys and other
schemes
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Blockchain AML Opportunities

Exhibit 72: AML implementation procedures are highly manual
AML implementation phases

Onboarding

*  Manual KYC checks

* Review account ownership structure

+ Cross-check beneficial account
awner with sanction lists

* Apply risk rating to client account

Monitoring
+ Transaction menitering is not fully
automated

* Compliance personnel manually
review suspicious transactions

* =3% of transactions are manually
reviewed

+  Financial institutions must maintain

all account transaction records Suspicious
Produce suspicious activity and activity reports
currency reports for reguiators

+  Comply with ad-hoc requests

Customer due
diligence

Enhanced
lrans

Watch-list
screening

Watch-list
screening

Case & alert
management

Source: Gakdman Sachs Glabal Invesimant Rasearch
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Blockchain AML Opportunities

Exhibit 73: We estimate blockchain could drive $2.5bn in operational cost savings
Estimated industry headcount operating expenses currently vs post-blockchain ($bn)

$12 -
é $10.0 bn Operational savings of
E P |
3 ss- $7.5bn
] |
w
g %6 -
e
@
8
w®
52 1
o
o

S0 -

Current Blockchain
m Transaction monitoring = Technology
Account onboarding = Training

Source: Celent, Goldman Sachs Global Investment Research.
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IVALLEY INNOVATION CENTER
CORPORATE FINTECH ACCELERATOR

—San Francisco Bay Area

.1_...!

0

CORPORATE STARTUP DISCOVERY & EVENTS, SHARED WORKSPACE,
INMOVATION ENGAGEMENT PLATFORM ECOSYSTEM

Flnnovation FinTeract FintechTalk
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Solutions for tokenized transaction

+  Other checks as per contract
= Qualifed investor
* ERISA Funds
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GRADA Smart Contract Execution Workflow

Ethereum Blockchain

Recoaded
i
Transher Agent

WTILE LD

Mockchain
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Conclusion

Thank you!

Questions?
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Prior to
FAQ#3

North Miami Hotel, LLC

Contact:
Email:danny06@hotmail.com



Trustee : Pedro (As Trustee of this Trust he is 33.34 %
Pedro’s owner of the Hotel PLUS as owner of the below LLC his total

Trust fia R R (s
ownership is 36.67 %of the Hotel. Beneficiary: Children
(100%) P 4/

Promotions Settlor: Lucy
LLC (33.34%) ong

As per
FAQ #3

Hotel
Properties

LLC \ an e (1o Pedro (100% OR: 3.33% of
33.33% e or Continental S.A. North Miami Hotel
3.33% of the Hotel) (100%) Properties LLC)

North Miami Hotel,
LLC




Any Questions?
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ONE-ON-ONE STRATEGY PRESENTATION | THIRD QUARTER 2018
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Table of Contents

What We Are Seeing Today
Il.  Timing is Everything
Ill.  Investment Process

V. Portfolio and Performance Overview

V. TCW Overview

TCW
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l. What We Are Seeing Today

TCW
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Maps & Navigation

Apple Maps Google Maps Waze Maps
Google Maps/Waze use Al to —
Suggest Faster Routes Given Vast
Amounts of Data Fed From Users.

T AT AM o -

: T il 423 Wallaf $1 San Francissa, CA. | § ] 2.3 m|

M Tumn right onto

fian)

Based on Daily Habits, Maps Can:

« Predict a Driver's Work Commute
« Provide Expected Travel Times
« Provide Route Planning

Where do you want to go?

o 20 min to work

0 Coffee with Allison

TCW
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Social Media

Facebook uses Al to personalize news
feeds and deliver targeted ads.

Instagram uses Machine Learning to

|dentify Contextual Meaning of Emojis:

« Replacing “LOL” with an Emoji

Source: Wall Street Journal and Google Images

What Facehook Knows

The social network gathers all sorts of data from its users, such as age, friends and interests, but it also
collects information outside its website,

Where you shop

Retailers can target their
Type of phone customers by matching mailing Public data

lists with Facebook’s network.
Mobile app developers can Readily available
send ads for their apps based 1 infarmation such as
an mabile-phone model and car registration are

operating system. R ﬁ matched with users.

O -

Retail purchases
Some purchases are

linked through loyalty
programs culled by

third-party data firms.

H

Browsing history
Third-party tracking
companies can identify
certain websites
you've visited,

TCW
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Media Recommendations

Continu 3 Tor Zafer

Amazon and Netflix use Al for
Media Recommendations.

RETFLIY

Amazon Leverages Your
E-Commerce History to Provide
More Useful Recommendations.

FUNDAMENTALS
ARING

a—
o
‘You

Trending Subscriptions

Watch It Again

=

u - ‘
4
E'1
Cyber-Seniors Documentary - Recamrr‘endalluﬂs on

YouTube

NDED MOVIES

A/‘W“

i TOP 8 Scariest Roller-Coaster How To Grow with 0 Views Top 5 - Computer Gadgets Ho
- Rides in the World 2015! HD and 0 Subscribers You Must Have not

2 = e

Source: YouTube and Google Images; The opinions and statements expressed in the YouTube videos are solely the opinions and statements of the persons making them and do not represent the opinions of TCW.

TCW
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Personal Assistant Powered by Al to Accept Voice Commands

MICROSOFT

AMAZON ALEXA GOOGLE HOME APPLE SIRI CORTANA

Source: Google Images

TCW
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Creative Editing

)

ADOBE.IO

ADOBE SENSEI

CREATIVEAI DOCUMENT.AI MARKETING.AI

Content Intelligence Semantic Structure / ySIS. Attribution
Morph Cut Document Flow Ex
Font Recognition Document Similarity
Face Aware Editing

Document Summarization Sentiment Analysis

Semantic Segmentation Optical Character Recognition Intelligent Audience Segmentation

ARTIFICIAL INTELLIGENCE / MACHINE LEARNING FRAMEWORK

CONTENT

PRIVATE, PUBLIC OR HYBRID CLOUD

Source: Adobe

Adobe’s Introductory Sensei Platform
Looks to Combine Adobe’s Knowledge of

Working with Photos, Videos, Documents
within an Al & Machine Learning
Framework.

TCW
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Healthcare

Al is being used by IBM’s Watson,
Microsoft’s Healthcare NExT, and Celgene
to:

« Improve Cancer Diagnosis
« Accelerate the Search for New Drugs
Against Cancer

Intuitive Surgical is the Market Leader for
Surgical Robots to get More Digitized. Y - Esiatas ot

ORDER cephalexin 500 mg PO

QID for 10 days

Ordered

Al is Being Adopted By Companies such as i s gt
IDEXX in the Veterinarian Market. - - o

Nuance has Unveiled an Al-Powered Virtual
Assistant to Aid Medical Professionals.
?I

~ SediVue Dx*

A world first in veterinary diagnostics

TCW
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Financial Services

What benefits do | get with
my MasterCard

|§.E«'

what is Masterpass

Let's see. MasterPass by
MasterCard is a digital wallet
service, In other words,
instead of taking out your
card, you can tap your phone
to pay. For anline shapping,

Ancebetimnee ataron v

mac ATAT & 218 PM £ 100 -

Price Protection Zero

N
—

Source: Google Images, Kasisto

[ |
(]

Unlea‘;h the Power of

and make smarter decisions

Credit Card Companies use Machine Learning to
Prevent Fraudulent Transactions.

FICO uses Neural Networks for Fraud Detection.
Goldman Sachs, Morgan Stanley, & JP Morgan
are using Al for:

« Market Trend Prediction
« Virtual Advisors
« Algorithmic Trading

TCW

DEgaiRSpres5450  10/12/2018



Autonomous Vehicles at the 2018 Consumer Electronics Show

Self-Driving Demo Insights
Aptiv PLC & Lyft Inc. Offered Public Rides A third-party industry analyst who has experienced various demos noted
« Fleet of 8 Autonomous Vehicles that there were noticeable improvements in technology over the past year.
. ;8 hDA.:chlute ?Etor:atef R|dZ the Las Vi .y Highlighted Advancement
. ren nations Acr . . .
mere e.s inations .C osstne 'as €gas Strip Single Defined-Route Demo in 2017, Compared to 20 Different Routes
« Real-World Environment with Pedestrians, Demonstrated in 2018.

Aggressive Drivers & Rainy Weather Conditions

Aptiv expects to have a platform for self-driving rides available in 2019 &
believes that production may be possible by 2020.

TCW
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A Recent Study Shows the Growth & Breadth of Al Applications

Al'IS
HERE TODAY
Al ADOPTION
GREW OVER
= 60%
= N IN THE LAST YEAR
BUSINESS
of Respondents FINANCE COMPLIANCE/RISK
are Implementing Al INTELLIGENCE /
TECH INNOVATION 90% Would be Interested in Al 87% Would be Interested in Al 55% Use or Are Interested in Al
IS DRIVING BUSINESS STRATEGY to Enhance Data Analytics Tools to Automatically Generate
Insights Reporting
(o) (e)
(719)  (s9%

to Create Regulatory Reporting
Have an ‘Innovation Strategy’
to Drive Investments in

Have a Budget
New Technology like Al

Dedicated to Enabling
Innovation...

INVESTMENT IS
ON THE RISE

=

38%
% of respondents
o O
PRODUCT
MANAGEMENT

said they have

implemented Al.
o
am

MARKETING/SALES COMMUNICATIONS
68% Would be Interested in Alto  77% Would be Interested in Al to
Generate Performance Information

About the Products They Manage

62%

...Their Budget has

Auomatically Generate Reporting
Increased Over the

43% Send Al-Powered
in Natural Language

Materials to Employees LIn 2017,
35% Send Al-Powered that number
Interactions to Customers
Past Year

rose to

61%

Source: Narrative Science

TCW
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Why Now? Company Interest in Al is Exploding

Mentions of Al vs. Big Data in Earnings Calls
1Q08 — 3Q17*

— Big Data

— Al

900

800

700

600

500

400

300

200

100

0 ——— e
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

*Represents date earnings call took place

Source: CB Insights

TCW
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ll. Timing is Everything

TCW
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Why Now? The Processing Power is Here

Consumer Electronics Show
Key Note Speaker Jensen Huang, CEO of NVIDIA

Displayed the growing power of Artificial Intelligence

« Using the latest generation of CPUs, a deep
learning network could accurately infer what
flower is displayed at a rate of
5 images per second.

« When usmg NVIDIA's V100 archltecture the

over 900 images per second.

« This 180x improvement exhibits how the
current development in processing power is
unlocking the enormous potential of Al applications.

TCW
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The Cost of Compute and Storage Has Collapsed

Storage (Average Cost Per GB)

Processor Speed ($ per MSOPS?)

$1,000,000.00
$1,000,000.00000000
$100,000.00 $100,000.00000000
$10,000.00000000 |
$10,000.00 $1,000.00000000
$100.00000000 |
$1,000.00 1 $10.00000000
$1.00000000
$100.00 $0.10000000
$0.01000000
R - $0.00100000
$0.00010000
$1.00
$0.00001000 -
$0.10 $0.00000100 -
$0.00000010 -
o 000800001 A O D 9 S O AN DA
R "PQQ WQQG:' s @-{'-‘ ‘_19-\‘“ l_{s;-f’ q,d\% ESF PG FF T S

Source: GP Presentation
*Million Standardized Operations Per Second

In 1960 Gordon

Moore, a founder

of Intel, accurately

predicted that
processing power
for computers
will double every

two years

Moore’s Law
Predicted Exponential
Gains in Compute
Power Over Time

TCW
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NVIDIA

NVIDIA Corp. Creates GPUs for
Machine Learning Data Centers,
Gaming, & High-End Computing
Hardware to Support Analytics &
Predictive Software.

NVIDIA is a Preferred GPU Supplier
to Companies at the Forefront in the
Al space such as Google, Microsoft,
Facebook, & Amazon.

Source: NVIDIA

Gaming

Al / Datacenter

TCW
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Why Now? — Leading Edge Companies Already Showing Results

NVIDIA Corp. is an Early-Stage Beneficiary of the Upcoming Boom in Al.
NVIDIA Exemplifies Growth within the Data Center Industry with Al Applications including:

« Machine Learning
« Natural Language Processing
« Predictive Analytics

All have Vast Amounts of Data that Need to be Moved, Processed, and Stored.

NVIDIA Data Center Revenues
300 250%
200

) IIIIII
i T11

1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17 1Q18 2Q18

700
200%

600
150%

m
w1
o
o

owth

100% 5

w S

o o

o o
YoY

Revenues ($mm)

50%

0%

-50%

Source: Company Filings . NVDA DC Revs =0= NVDA YoY

TCW
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Al is the Next Phase in Disruption Evolution

Innovations Seen When Each Generation was in Their 20s.

Each Generation is Also Characterized by Innovations that Differentiate that Generation from Prior Generations.

Baby Boomers Gen X Millennials
1970 — 1980s 1990s — 2000s 2000s — Now
Mail T T, P 1
Wi ! . .
orman Order Email www The ! @ Social 9 Ride
Entering Busi I Internet ! Media UBER Sharing
Workforce usiness !
Er_“““'_ ______________ ll_l _'“__c_;;t __________ 15 Digital Mobile E {Q} Space KICK Crowd
| ‘ GUlIs licros PCs : Cellular Email E Sharing STAnTEn  Funding
g i 1 airbnb
L ) Game i Mobile Text i ' - Video
1 1 1 BI k h
@ Navigation AT!.% Consoles ! Data o Messages ! &CI;(i:tfoiim NETFLIX Streaming
; e :
\ . oo Search | . Electric &
Mobile LaserDics | ) i . Payment ®  Online ectric
% Phones eo & CDs i Engines | PayPal Processing matCh Dating Aut9nomous
. S ' Vehicles
J
Digital Video
Disruptive & el Photography Sl  Cames Growth of Social Media & Digital Businesses
Misunderstood by Differentiates the Millennial Experience.
Prior Generations ﬁ MP3 Notably, Artificial Intelligence is the Newest

MP3

Innovation.

Source: FundStrat

TCW
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BSA/AML/OFAC
Compliance and FinTech
Solutions: Blockchain

Anna Fr|d man

e - Ol g
Co-Founder and General Counsel of Spring Labs

All information contained herein is for discussion purposes only and proprietary to Spring Labs. Nothing contained herein constitutes legal or investment advice.



| Cryptocurrency vs. Blockchain

Cryptocurrencies Blockchain
e  Applications built using blockchain e Underlying set of infrastructure &
technology technologies
e “Tools” utilized on blockchain networks; e Distributed ledger technology and smart
not the actual network contracts
e Digital asset e  Blockchain applications include

cryptocurrencies, enterprise applications,
Internet of Things



| Nefarious uses made headlines

éi>

Drug Trafficking and

Other lllicit Activity Fraud
e Anonymous sending and e  Fraudulent Initial Coin Offerings
receiving of digital currency (ICOs")
e “Silk Road” e  Phishing sites that illegally
obtain wallet keys and other
schemes
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| Blockchain AML Opportunities

Exhibit 72: AML implementation procedures are highly manual
AML implementation phases

Onboarding

Manual KYC checks
* Review account ownership structure

Customer due
diligence

Identify
= Cross-check beneficial account verification

owner with sanction lists
= Apply risk rating to client account

Monitoring
» Transaction monitoring is not fully
automated : Enhanced
Transacticn .
= Compliance personnel manually itor] transaction
review suspicious transactions manitoring review

= =~3% of transactions are manually
reviewed

Financial institutions must maintain
all account transaction records Currency

Suspicious :
P transacticn

Produce suspicious activity and activity reports
currency reports for regulators reporting

Comply with ad-hoc requests

Watch-list
screening

Watch-list
screening

Case & alert
management

Source: Goldman Sachs Global Investment Research.
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| Blockchain AML Opportunities

Exhibit 73: We estimate blockchain could drive $2.5bn in operational cost savings
Estimated industry headcount operating expenses currently vs post-blockchain ($bn)

$12 -
$10.0 bn Operational savings of
$10 4 $2.5bn
$8 - $7.5bn

Operational expense savings (bn)

$2
$0 -
Current Blockchain
m Transaction monitoring = Technology
Account onboarding Training

Source: Celent, Goldman Sachs Global Investment Research.
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