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STATE OF MICHIGAN

IN THE CIRCUIT COURT FOR THE COUNTY OF WAYNE

CITY OF DETROIT,

a Michigan Municipal Corporation
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V.

MICHAEL KELLY,
an individual,

Detendant.
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COMPLAINT

Hon. Timothy M. Kenny
Case No. Cz

In accordance with the Third Judicial Circuit Court of Michigan Docket Directive
2018-03, Plaintiff respectfully requests that the above-captioned case be assigned
to the Hon. Judge Timothy M. Kenny.

There 1s no pending or unresolved civil action in Court arising out of the
transaction or occurrence alleged in the complaint.



COMPLAINT

1. Detroit’s real property market 1s plagued by a persistent problem:
slumlords and speculators. These individuals follow an invest and neglect business
model. They have acquired hundreds of low-cost residential properties city-wide,
and chosen to forego legally required repairs and maintenance in order to maximize
profits. Slumlords rent these properties in an unsafe and unsanitary condition, while
speculators hold vacant properties 1n the hope that property prices will rise and
generate a windfall profit. In either case, when properties deteriorate to such an
extent that they can no longer serve such purposes, these individuals abandon them
to foreclosure or demolition. The public 1s left to pay for the costs of these practices.

2. The problem of slumlords and speculators will continue to persist
absent legal action. The activities of slumlords and speculators are cyclical.
Slumlords and speculators buy a steady stream of low-cost properties, abandon
them, and then buy more low-cost properties to replace them. The properties that are
abandoned cause health 1ssues, blight, and crime, which in turn depresses property
prices. The presence of abandoned properties thus allows slumlords and speculators

to continue to feed their business ambitions.



3. For these reasons and others, the Mayor of Detroit and the Chief Public
Health Officer recently declared the invest-and-neglect business pursuit a public
nuisance, and directed the City of Detroit Law Department to take all necessary and
appropriate measures to abate its presence (see Exhibit 1 — Joint Declaration of a
Public Nuisance by the Mayor and the Chief Public Health Officer). This lawsuit 1s
a direct response to that declaration. Without legal intervention, slumlords and
speculators will continue to harm Detroit’s residents.

PARTIES, JURISDICTION, AND VENUE

4. Plaintiff the City of Detroit 1s a Michigan Municipal Corporation.

5. Defendant Michael Kelly i1s a resident of Grosse Pointe Woods,
Michigan. He 1s a licensed real estate broker.

6. Defendant Kelly owns, operates or controls DETROIT PROPERTY
EXCHANGE COMPANY, a Michigan Corporation, SUENA HOMES REALTY
LLC, a Michigan Limited Liability Company, HOMES OF DETROIT LLC, a
Michigan Limited Liability Company, GREATER DETROIT, LLC, a Michigan
Limaited Liability Company, AMERICAN TAX REFUND LLC, a Michigan Limited

Liability Company, MONTLIEU LC, a Michigan Limited Liability Company,



DETROIT LEASING, INC., a Michigan Corporation, SUNRISE HOMES
REALTY LLC, a Michigan Limited Liability Company, HOMES OF DETROIT
LLC, a Michigan Limited Liability Company, CLEAR SKY REALTY LLC, a
Michigan Limited Liability Company, DOBEL PRIZE LLC, a Michigan Limited
Liability Company, MIDTOWN HOMES REALTY LLC, a Michigan Limited
Liability Company, BELMONT PROPERTIES OF MICHIGAN INC., a Michigan
Corporation, WOODLAWN PROPERTIES INC., a Michigan Corporation,
DETROIT, MI LLC, a Michigan Limited Liability Company, PARTY CITY LC, a
Michigan Limited Liability Company, DAKOTA KIDS GROUP, a Michigan Non-
Profit Corporation, ACRE ESTATE LLC, a Michigan Limited Liability Company,
13540 MANSFIELD, LLC, a Michigan Limited Liability Company, CHEROKEE
LAND LC, a Michigan Limited Liability Company, 9527 WHITCOMB LLC, a
Michigan Limited Liability Company, CHASE LOAN SERVICES, INC., a
Michigan Limited Liability Company, BEBA’S BUILDINGS, LLC, a Michigan
Limited Liability Company, CHASE DETROIT LLC, a Michigan Limited Liability
Company, GOOD HOMES REALTY LLC, a Michigan Limited Liability Company,

LATINO HOUSING LLC, a Michigan Limited Liability Company, 15880



ASBURY PARK LLC, a Michigan Limited Liability Company, 18294 AVON LLC,
a Michigan Limited Liability Company, 18610 FIVE POINTS LLC, a Michigan
Limited Liability Company, 19463 HUNTINGTON LLC, a Michigan Limited
Liability Company, 7711 MINOCK LLC, a Michigan Limited Liability Company,
ALMA ALMONT LLC, a Michigan Limited Liability Company, AMERICAN
EQUITY PARTNERSHIP LLC, a Michigan Limited Liability Company, THE
ANGEL GROUP LLC, a Michigan Limited Liability Company, ANGEL HOUSE,
A Michigan Non-Profit Corporation, BELMONT PROPERTIES OF DETROIT
MICHIGAN INC., a Domestic Profit Corporation, BOIS HOMES LLC, a Michigan
Limited Liability Company, DETROIT LAND DEVELOPMENT COMPANY, a
Domestic Profit Corporation, DETROIT, MI LLC, a Michigan Limited Liability
Company, DETROIT YOUTH GARDENS, A Michigan Non-Profit Corporation,
DEVONSHIRE HILLS LC, a Michigan Limited Liability Company, DREAM
REALTY COMPANY, a Michigan Profit Corporation, FLORIDA SOUTHERN
LC, a Michigan Limited Liability Company, FORD YOUTH GARDEN, A
Michigan Non-Profit Corporation, FRENCHY SIROIS LLC, a Michigan Limited

Liability Company, GERARD BROTHERS LLC, a Michigan Limited Liability



Company, GRATIOT 100 LC, a Michigan Limited Liability Company, HOMES
REALTY LLC, a Michigan Limited Liability Company, JACKSON LAND
HOLDINGS, LLC, a Michigan Limited Liability Company, LA CASA GRANDE
COMPANY, a Michigan Profit Corporation, LA CASA REAL LC, a Michigan
Limited Liability Company, LA CASA REALTY COMPANY, a Michigan Profit
Corporation, and REAL TC L.L.C., a Michigan Limited Liability Company.

7. Defendant possesses or controls more than 500 properties in the City of
Detroit. He regularly conducts business in the City buying, selling, and leasing real
property.

8. This Court has personal jurisdiction over Defendant under MCL
600.701 and MCL 600.705.

9. This Court has subject matter jurisdiction to hear this action and award
all requested relief under MCL 600.601, MCL 600.605, and MCL 600.2940.

10.  This Court 1s the proper venue under MCL 600.1621. Defendant
conducts business in Wayne County, and Wayne County is the county in which the

injury occurred and where his properties are located.



FACTS

11.  Over many years, Defendant has acquired a large number of real
properties in the City of Detroit. In the process, he has established a series of business
entities and transferred ownership of the properties to these companies. Through
these entities, Defendant possesses or controls hundreds of properties city-wide (see
Exhibit 2 for a partial list based on information currently available to the City). Due
to this convoluted web of ownership, it 1s hard to establish the exact number. It could
be over a thousand.

12.  Defendant is in the realty business, and he possesses or controls these
properties in pursuit of this trade. He rents some of his properties to generate short-
term returns. He holds others vacant. Defendant has been in this business for many
years. He 1s an experienced realtor.

13.  Because properties maintained in an unsafe and unsanitary condition
affect the public’s health and safety, numerous laws regulate Defendant’s business.
These laws include the Housing Law of Michigan, which sets out minimum property
maintenance requirements applicable state-wide. MCL 125.408. The Housing Law

regulates water supply, MCL 125.472, fire prevention, MCL 125.482, and overall



cleanliness, MCL 125.474, among other things. It was adopted “for the protection
of health, welfare and safety of”” Michigan residents. MCL 125.408.

14.  The Detroit City Code also regulates Defendant’s business. Pertinently,
Detroit’s property maintenance code applies to all properties located within the
City’s limits. The property maintenance code sets standards for vacant buildings in
addition to rental accommodations. Detroit City Code, § 8-15-81 through § 8-15-
100, and § 8-15-113. It regulates the interior and exterior of properties, as well as
the surrounding curtilage. § 8-15-101 through 8-15-200. The property maintenance
code was enacted to “ensure the public health, safety, and welfare insofar as they are
affected by the continued occupancy and maintenance of buildings, premises, and
structures within the City.” § 8-15-14.

15. These housing laws are not new; they have existed for many years.
Defendant, an investor with significant experience in the real-estate industry, knows
full well that these laws exist. Indeed, Defendant has been cited numerous times by
the City for breaking these laws.

16. Nevertheless, Defendant operates his business in violation of these

laws. This 1s because Defendant pursues an invest-and-neglect business strategy.



Defendant 1s simultaneously a slumlord and a speculator—a large scale real-property
owner who, for the sake of profiteering, uses his properties without regard for the
laws governing his business. As a result, many of the properties he possesses or
controls are maintained in an unsafe and unsanitary condition, wracked with
maintenance 1ssues that harm Detroit’s residents.

17. At some of Defendant’s properties, the list of property maintenance
code violations is long. His properties feature overgrown gardens and dilapidated
fences; cracked windows and broken doors; and unsafe and unsanitary plumbing.
The properties are improperly heated and ventilated—an obvious danger during
frigid Michigan winters—and have accumulated solid waste. § 8-15-101 through
§ 8-15-520. This list 1s not exhaustive, and Defendant’s properties continue to
deteriorate due to a lack of maintenance and repair.

18.  The property maintenance code requires residential landlords to register
all rental properties, complete property inspections, obtain lead clearance reports,
and secure Certificates of Compliance. § 8-15-81 through § 8-15-83. However,
Defendant knowingly possesses or controls occupied rental properties without

adhering to these requirements.



19. The property maintenance code also requires landlords to maintain
vacant properties in accordance with minimum standards. § 8-15-113. This includes
ensuring that such properties are closed to the elements, secured from trespass, and
do not otherwise present a danger to the public. /d. Yet here too, Defendant
knowingly possesses or controls vacant properties in violation of these requirements.

20.  Rather than comply with the law, Defendant attempts to circumvent it.
His business practices include persuading unsophisticated individuals to execute
documents which are in substance landlord-tenant leases, but which Defendant
characterizes—when convenient for him—as land contracts. Defendant does this to
avoid his legal obligations as a landlord while retaining control over his properties.
When an individual fails to make a payment mandated by the lease, Defendant evicts
them as tenants and starts the process over.

21. Defendant’s invest-and-neglect business threatens the public’s health
and safety. Most damning, perhaps, 1s Defendant’s disregard for lead-safe laws with
respect to rental properties. Lead is highly toxic. There i1s no safe limit in humans,
and lead poisoning in children leads to irreversible damage. Lead poisoning in

children leads to brain and nervous system damage, slowed growth and
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development, learning and behavioral issues, hearing and speech problems, reduced
1Q, attention deficit disorder, and problems with aggression and anger management.
Children who suffer from lead poisoning are more likely to perform poorly in school,
require special education, and earn less later in life. They are also more likely to be
associated with violent crimes as they grow older. The City’s requirement that rental
properties obtain a lead clearance before being occupied is a direct response to the
public threat posed by lead poisoning.

22. Defendant’s mvest-and-neglect business also causes increased blight
and crime in Detroit’s neighborhoods. Once Defendant’s properties deteriorate to
such an extent that they no longer serve a useful purpose, he abandons them.
Abandoned properties become blighted, and blighted properties become safe havens
for unlawful activity such as prostitution and drugs. Abandoned properties are also
more likely to catch fire. Thus, Defendant’s behavior negatively affects the quality
of life for all Detroiters, not just his tenants.

23.  For these reasons and others, the Mayor of Detroit and the Chief Public
Health Officer recently declared the invest-and-neglect business model adopted by

slumlords and speculators, like Defendant, a public nuisance and directed the City
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of Detroit Law Department to take all appropriate and necessary measures to abate
its presence (see Exhibit 1 — Joint Declaration of a Public Nuisance by the Mayor
and the Chief Public Health Officer). There is also a long-standing City ordinance
declaring all properties in violation of the property maintenance code a public
nuisance. Detroit City Code § 8-15-46.

24. In an effort to curtail his activities, the City has fined Defendant on
countless occasions. Since 2001, the City has issued approximately 1,500 property
maintenance violation notices relating to Defendant’s properties. In the last months
of 2019 alone, these fines have amounted to thousands of dollars. Defendant 1s fully
aware of these significant maintenance 1ssues. But individual violation notices have
done nothing to change his behavior. Of the hundreds of properties owned by
Defendant, the City believes that the vast majority are not now and never have been
in compliance with applicable housing laws. In some instances, Defendant’s
properties have been so dilapidated that they have been declared dangerous and
demolished. Individual violation notices have proven inadequate to secure

Defendant’s compliance with the law.
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25. The City and its residents are harmed by Defendant’s invest-and-
neglect business. By failing to comply with lead-safe rental laws, Defendant is
increasing the number of children with lead poisoning, forcing the City to provide
services for these children and their families. Moreover, the City i1s left to pay for
the problems caused by blighted and abandoned buildings, whether through
demolition or an increased police and fire presence. Finally, Defendant’s actions
continue to depress Detroit’s property market, as the presence of inadequately
maintained, blighted properties depresses the value of nearby homes. Lower
property values, in turn, affect the City’s property tax base.

26. Defendant’s conduct 1s unreasonable—it 1s not up to him whether or
not to comply with the laws that regulate his business. By choosing to disregard
these laws 1n pursuit of greater profits, he 1s significantly interfering with the public’s
health, safety, peace, comfort, and convenience. At a minimum, Defendant knows,
or should know, that he is producing a long-lasting significant effect on these rights.
Defendant is not engaged in capitalism; his business i1s exploitation. Detroit’s

residents deserve better.
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COUNT I - PUBLIC NUISANCE

27. A public nuisance involves the unreasonable interference with a
common right enjoyed by all members of the general public. It is not necessary that
an entire community be affected, so long as the nuisance interferes with those who
come into contact with it in the exercise of a general right. Sholberg v. Truman, 496
Mich. 1, 6 (2014). At its core, a public nuisance involves interference with the
public's health, safety, and wellbeing. Bonner v. City of Brighton, 495 Mich. 209,
229 (2014).

28. A public nuisance arises from the use of property. A person need not
be the legal owner of a property to be liable for a public nuisance; a person need only
have possession or control of the property and be aware of the nuisance condition or
activity. Sholberg, 496 Mich. at 6.

29. The City has the authority to declare business pursuits and property
conditions that affect the public’s health, safety, and welfare a public nuisance. MCL
125.486; Detroit City Code § 16-2-4. The City has declared that properties not in
compliance with the property maintenance code are a public nuisance. The City has

also declared that the invest-and-neglect business pursuit 1s a public nuisance.
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30. Defendant possesses or controls hundreds of properties in the City. The
vast majority, if not all, are in violation of the property maintenance code and present
a threat to the public’s health, safety, and welfare. Defendant is aware of the
condition of these properties. These properties are a public nuisance.

31. Defendant 1s a slumlord and a speculator—he follows an invest-and-
neglect business model to profiteer. He possesses or controls hundreds of properties
and fails to maintain these properties in accordance with the laws governing his
business—including lead abatement laws. This presents a threat to the public’s
health, safety, and welfare. Defendant knowingly pursues this invest-and-neglect
business strategy. Defendant’s business constitutes a public nuisance.

32.  With public nuisances, the protection of the public 1s the paramount
concern. This Court has the authority to order these nuisances abated and any other
equitable relief that 1s just and appropriate. To protect the public’s health, safety and
welfare, the City asks that Defendant immediately brings his properties into
compliance with all applicable laws—and that he be enjoined from engaging in
further property speculation until all properties he possesses or controls comply with

the law.
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RELIEF REQUESTED

33. A declaration that Defendant’s business pursuit constitutes a public
nuisance.

34. A declaration that Defendant’s portfolio of properties constitutes a
public nuisance.

35.  An order that Defendant maintains all rental properties in accordance
with all applicable laws, including immediately registering any rental properties
possessed or controlled; completing lead inspections and risk assessments; obtaining
lead clearances; completing building inspections, and obtaining certificates of
compliance.

36. An order that Defendant maintains all vacant properties possessed or
controlled 1n accordance with all applicable laws.

37. An order prohibiting Defendant from directly or indirectly buying,
selling, managing, or renting additional properties in Detroit until he adheres to the

above orders.
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38.  An order holding Defendant in contempt if he fails to comply with the
above orders within a reasonable period, as determined by the Court, and any
associated relief that 1s just and appropriate.

39.  An order appointing a receiver at Defendant’s expense to carry out the
above orders, 1f Defendant fails to comply within a reasonable period as determined
by the Court.

40.  Any other relief that 1s just and appropniate.

JURY DEMAND

41. The City of Detroit requests a jury trial for all triable 1ssues.

Respectfully submitted,

/s/ Hallam Stanton

City of Detroit Law Department
Charles N. Raimi1 (P29746)
James D. Noseda (P52563)
Hallam Stanton (P82319)

Laura Sheehan (P83327)
Attorneys for Plaintiff

2 Woodward Avenue, Suite 500
Detroit, Michigan 48226

(313) 237-5082
stantonh@detroitmi.gov

February 6, 2020
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EXHIBIT 1



JOINT DECLARATION OF A PUBLIC NUISANCE BY THE
MAYOR AND THE CHIEF PUBLIC HEALTH OFFICER

The Mayor and the Chief Public Health Officer issue the following

findings and declaration:

FINDINGS

A. The City of Detroit has a crisis - thousands of children living in the
City suffer elevated blood lead levels as a result of living in properties
with lead hazards.! Federal, state and local laws require property owners
to take precautions to protect against childhood lead exposure.?2 Many
landlords do not comply with these laws, and the failure to abate lead
hazards has created this crisis. Elevated blood lead levels in children
ntal issues and are associated with other life-long
complications.3 Each case is a tragedy for the child, his or her family, and

the City, State and Federal authorities that must provide services for

these individuals.4

I Mich. Department of Health and Human Services, 2017 Provisional Annual
Report on Childhood Lead Testing and Elevated Levels 8 (Oct. 2018).

Z Petroit City Code § 8-15-91 through § 8-15-98; Mich. Department of Health
and Human Services, Lead Poisoning Prevention, Policies and Laws <https://www.
michigan.gov/lead/0,5417,7-310-84215--- 00 . html> (accessed on Jan. 13, 2020).

3 Centers for Disease Control and Prevention < https://www.cde.gov/features-
Neadpoisoning/index. html> (accessed on Jan. 13, 2020).

1 Cf. Every $1 invested to reduce lead hazards benefits society by up to $221.
American Academy of Pediatrics, Prevention of Childhood Lead Toxicity 5 (2016).
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B. Several factors have contributed to the crisis. Some property
owners have limited resources and cannot afford to implement lead
abatement at their properties. The City is investigating avenues for
providing assistance to these individuals. However, the City is also aware
that many property owners have adequate financial resources to abate
the lead hazards in their properties and simply choose not to do so for the
sake of profits. These property owners are better known as slumlords,?
and they have acquired thousands of properties in the City of Detroit
since the early 2000s. Slumlords now OWI;I large volumes of property city-
wide. Some possess or control portfolios that contain hundreds of
properties.®

C. Slumlords pursue an invest-and-neglect business strategy. Once
acquired, slumlords do not maintain or use their properties in accordance
with state and local housing laws.” These laws safeguard the public’s
health and safety. In violation of these laws, slumlords rent or lease

properties for as much money as possible, and do so without regard for

5 Black's Law Dictionary (11th ed.) (defining slumlord as a real-property owner
who rents substandard housing and allows it to deteriorate for the sake of profit).

6 Akers & Seymour, Neighborhood Instability and Blight in Detroit’s
Neighborhoods, Poverty Solutions at the University of Michigan 7-13 (Jul. 2019).

"MCL 125.401 through 543; Detroit City Code § 8-15-1 through § 8-15-503.
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the health, safety, and wellbeing of their tenants. Profiteering is their
primary goal, regardless of the consequences.

D. Slumlords are not the only ones to utilize the invest-and-neglect
strategy. Property speculators also pursue the same business model.
They acquire properties at low cost, hold them vacant, and do not
maintain them in accordance with state and local housing laws.
Speculators hold these properties in the hope that property prices will
rise and deliver a windfall profit when sold. In the meantime, their
properties fall into a state of disrepair. As with a slumlord, speculators
are fueled by the same motive: profiteering without regard for the risk
posed to the public.

E. The invest-and-neglect strategy causes blight and crime—another
major problem in Detroit. Property speculators choose not to put their
properties into productive use and leave them vacant. The slumlords who
rent their properties (in violation of state and local laws) often let them

deteriorate to such an extent that they can no longer serve a useful




purpose. At that point, slumlords abandon them.8 Vacant and abandoned
properties become blighted.®

F. Blighted properties, in turn, become dangerous and safe havens for
unlawful activity, such as prostitution and drugs.l® Blighted properties
are also at higher risk of catching fire. Whether through demolition or an
increased police presence, the City is left to pay to address these
problems. Thus, the public has become an unwitting supporter of the

mvest-and-neglect business model.

DECLARATION OF NUISANCE AND DIRECTION TO ABATE
1. Under § 16-2-4 of the Detroit City Code, and § 125.486 of Michigan’s

Compiled Laws, the City’s Public Health Director and Mayor may declare
any business pursuit or property a public nuisance if, in the opinion of
the Public Health Director or the Mayor, the business pursuit or property
is dangerous or detrimental to the public’s health and safety.

2. A public nuisance is a condition or activity that unreasonably

interferes with a right common to all members of the public.i! This

8 See note 6, supra, at 7-13.

9 Detroit City Code § 22-1-1.

10 Detroit Land Bank Authority, Nuisance Abatement, Common Exhibit ¢ <
https://s3.us-east-2.amazonaws.com/dlba-production-bucket/Nuisance_Abatement/
NAP+Common+Exhibit C+01182018.pdf> (accessed on Jan. 13, 2020).

11 Sholberg v. Truman, 496 Mich. 1, 6 (2014).
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includes a business pursuit or property if it significantly interferes with
the public’s health, safety, peace, comfort, or convenience.!2

3. In the opinion of the Mayor énd the Chief Public Health Officer, the
invest-and-neglect business pursuit is a public nuisance. Slumlords who
fail to comply with applicable housing laws and regulations, in particular
with lead abatement laws and regulations, at the many properties they
possess or control, significantly interfere with the public’s health, safety,
peace, comfort, and convenience. Similarly, property speculators who fail
to maintain their properties also significantly interfere with the public’s
health, safety, peace, comfort, and convenience. The invest-and-neglect
business pursuit detrimentally affects the lives of Detroiters throughout
the City, including by interfering with Detroiters’ health, safety, peace,
comfort, and convenience in and about the homes in which they reside.

4. The invest-and-neglect business pursuit presents a danger to the
public’s health and safety, and is detrimental to the life of Detroit
residents. The invest-and-neglect business pursuit is hereby declared a

public nuisance.

12 State v. McQueen, 293 Mich. App. 644, 674 (2011).
5



5. This declaration is given immediate effect. The City of Detroit Law
Department is authorized and directed to use all appropriate and
necessary measures to abate the nuisance and thereby protect the health

and safety of the City’s residents.

Approved by:

i

Mayor Mike Duggan Denise Fair
Chief Public Health Officer.

Dated: January 30, 2020
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