Commissioner

to licensure.

Governor Newsom Appoints New Real Estate

Doug McCauley was appointed Commissioner of the California Department of Real Estate
(DRE) by Governor Gavin Newsom on April 2, 2020, and assumed office on May 6.
Previously, he was appointed in 2018 as Chief Deputy Director of the Department of Housing
and Community Development and was designated Acting Director in September of 2019.

Commissioner McCauley had been Executive Officer of the California Architects Board

since 2001, where he led several key innovations, such as the nation’s first evidence-based
internship program for the design profession. He also managed the conversion of the California
Supplemental Examination to a computer-based format, which dramatically increased access

Commissioner McCauley received his DRE salesperson license in 1997. He earned a bachelor’s degree in government
from California State University, Sacramento, and a Master of Public Administration degree from Golden Gate University

(San Francisco).

Commissioner McCauley lives in Sacramento with his wife and two sons. m

DRE’s Citation and Fine Program—
Six Years Later

In 2014, the Department of Real Estate (DRE) began issuing
citations for minor, technical violations. Over the course of six
years, DRE has issued over 3,000 citations and assessed more
than $2 million in administrative fines, all of which went into
DRE’s Consumer Recovery Account. The Consumer Recovery
Account is used to assist victims who have been defrauded

or had trust funds converted by a real estate licensee in a
transaction requiring that license.

Citation versus formal discipline. Formal discipline,

which may include public reproval, suspension, restriction,

or revocation of a license, is generally pursued for serious
violations often involving significant consumer loss or injury.
While citations may be issued for any violation of the Real
Estate Law, DRE prefers to issue citations for relatively minor,
or de minimis, violations often involving compliance matters.
Typical violations that have resulted in citations include,

www.dre.ca.gov

but are not limited to, failing to notify DRE of a change in
address, faulty first point-of-contact material, failing to inform
DRE of newly affiliated salespersons or broker-associates,
improper team name advertising, and minor trust fund
handling and recordkeeping issues.

(CONTINUED ON PAGE 3)
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DRE’S CITATION AND FINE PROGRAM—SIX YEARS LATER (CONTINUED FROM PAGE 1)

A citation. If you receive a citation, you will find specific
information identifying the violation(s). Depending
upon the number of violations involved, the citation
may include an administrative assessment (fine) and/or
an Order of Correction. The fine amount can be up to
$2,500 per violation per real estate licensee. In addition
to a fine, a citation may also warrant corrective action.
This may be directed through an accompanying Order
of Correction, requiring the licensee to correct the
violations, fully comply with the Real Estate Law, and
attest that compliance has been effected.

Contesting a citation. DRE issues its citations and
fines after careful consideration. If someone disagrees
with the issuance of a citation or the assessment of a fine,
DRE has established a procedure by which the licensee
may contest the citation and/or fine. This process,
known as the Citation Review Conference, or CRC, is
an opportunity for the licensee to present evidence that
they did not commit the specified violations, or offer
mitigating evidence why the citation is unwarranted or
the fine needs to be reduced. The licensee also has the
right to request a formal administrative hearing before an
administrative law judge.

The Department considers issuing citations a

significant tool to address minor and technical

violations that do not warrant formal disciplinary

action, as well as to help encourage and
reinforce compliance with the Real Estate Law. If
you receive a citation, do not ignore it, otherwise

you may face greater disciplinary action.

Delinquent citations. When a citation has not been
satisfied, either the full amount of the fine not paid or
corrective action not implemented, DRE has a number of
options. Once a due date passes and a citation is not fully
satisfled, DRE places an immediate license hold on the
licensee’s record, thereby preventing a license renewal or
the issuance of a new license or mortgage loan originator
endorsement until the citation has been fully satisfied.
DRE may also refer the unpaid debt to the California
Franchise Tax Board or an outside agency to collect the
unpaid debt. Finally, DRE may obtain a civil judgment
or seek formal disciplinary action for the failure of a
licensee to respond to or satisfy a citation.

The Department considers issuing citations a significant
tool to address minor and technical violations that do

not warrant formal disciplinary action, as well as to

help encourage and reinforce compliance with the Real
Estate Law. If you receive a citation, do not ignore it,
otherwise you may face greater disciplinary action. For
more information about DREs citation program, visit our
website at www.dre.ca.gov/Licensees/CiteandFine.html.
If you have received a citation and have questions, contact
the Citation Section at Citations@dre.ca.gov. ®


https://www.dre.ca.gov/Licensees/CiteandFine.html
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Informing DRE About Material Changes in Subdivision Public Reports

The Subdivided Lands Law requires a developer
(subdivider) to obtain a Public Report from the
Department of Real Estate (DRE) prior to marketing
homes in a common interest development as well as
other types of residential subdivisions. Once issued, the
Public Report must reflect what is offered to a potential
buyer accurately. Section 11012 of the Business and
Professions Code (B&P) provides that it is unlawful
for the owner, the owner’s agent, or subdivider to
materially change the setup of an offering after it has
been submitted to DRE without first notifying DRE
in writing of the intended change. Such changes must
be reflected in the Public Report.

Although not intended to be all-inclusive, section 2800
of the Commissioner’s Regulations lists many of the
possible material changes in a subdivision itself or in

the program for marketing the subdivision interests. In
reviewing any proposed changes, the Department may,
under certain and limited circumstances, determine that

an amended Public Report is not required. Generally,
any change made that results in the subdivision Public
Report not stating the true facts or omitting important
facts, will require an amended Public Report.

Anyone in doubt as to whether a proposed change will
require an amended Public Report may contact DRE’s
Subdivision Section for advice.

Most subdividers are aware of obvious material changes
and promptly submit an application for an amended
public report when, for example, there is a change in the
name or organization structure of the subdividing entity,
a change in the purchase money handling procedures, or
the addition or deletion of common facilities.

Two types of frequently overlooked material changes are:

e An increase of 20% or more or a decrease of 10%
or more in the regular assessments charged by an
association over the amount reflected in the current

(CONTINUED ON PAGE 5)




INFORMING DRE ABOUT MATERIAL CHANGES IN SUBDIVISION PUBLIC REPORTS (CONTINUED FROM PAGE 4)

Public Report. DRE sometimes receives applications
for subsequent phases in a common interest
subdivision that indicate assessments have been
increased substantially over the amount of
assessments listed in the Public Reports for prior
phases. In these cases, amended Public Reports must
be obtained for all prior phases that still contain
unsold lots or units. In addition, delinquencies in
the payment of regular assessments resulting in the
receipt by the association of income that is more
than 10% less than scheduled must be reported. As
association receipts may be constantly changing,
DRE policy permits the computation of the 10%
threshold based upon three consecutive months using
a rolling average. The amended Public Report

will usually contain a “special note” disclosing the
possible problems to potential buyers that might
result from a substantial delinquency in the receipt
of assessments.

* The creation by the subdivider of a subsidy or
maintenance arrangement for HOA expenses that has
not been approved by DRE. This usually takes the
form of a maintenance agreement that permits the
subdivider to defer all or a portion of their monthly
assessments.

Any failure to notify DRE of material changes can
result in administrative action such as the issuance of a
Desist and Refrain Order, usually causing the cessation
of sales. Civil action may also be brought against the
subdivider by purchasers who did not receive the correct
information in the Public Report.

DRE strongly recommends that all subdividers
regularly review Commissioner’s Regulation 2800 in
conjunction with their business plans and promptly
submit notification of any proposed material changes in
subdivision offerings to DRE. m




Property Managers and California Withholding

By the California Franchise Tax Board

Property managers who manage real property and
collect rent or lease payments for California property
owners that reside outside of California (nonresident
owner) are required to withhold 7% of the gross rent or
lease payments in excess of $1,500 per calendar year and
remit the payments to the Franchise Tax Board (FTB).
This article will identify when a property manager is
required to withhold taxes, the amount that the property
manager needs to withhold, and the consequences that
will result if a property manager fails to withhold and
remit the taxes to FTB.

California law requires withholding of tax by persons
having the control, receipt, custody, disposal, or payment
of items of income, commonly termed “withhold at
source” (Title 18 California Code of Regulations (CCR)
section 18662-1(a)(1)). As a property manager providing
services to nonresident property owners, including but

not limited to renting, leasing, or collecting rent or
lease payments on behalf of the nonresident owner, you
are considered the withholding agent for California
withholding purposes. As a withholding agent, you

are required to withhold 7% on rent or lease payments

to nonresidents when the total payments of California
source income, excluding property management fees,
exceed $1,500 for the calendar year. For example, a
property manager who collects rents from tenants for

a nonresident California property owner is required to
withhold 7% of all payments associated with rents paid
to nonresident owners when the payments are greater
than $1,500 per calendar year. The property manager
may deduct its management fees and then calculate the
7% withholding based on the amount to be sent to the
property owner.

For California withholding purposes, nonresident
owners include the following:

¢ Individuals who reside outside of California.

* Corporations, partnerships, and LLCs that
do not have a permanent place of business in
California or are not registered with the
California Secretary of State to do business
in California.

* Any trust without a resident grantor, beneficiary,
or trustee, or estates where the decedent was not a
California resident.

As a withholding agent, you are responsible for
withholding; however, there are various ways to be
exempt or to withhold a reduced amount.

For California withholding purposes, the following
property owners are exempt from withholding:

¢ (alifornia residents.

* Corporations, partnerships and LLCs registered
with the California Secretary of State to do
business in California or who have a permanent
place of business in California.

(CONTINUED ON PAGE 7)
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PROPERTY MANAGERS AND CALIFORNIA WITHHOLDING (CONTINUED FROM PAGE 6)

e FEstates where the deceased was a California
resident at the time of death.

* Nonresident owners whose gross payments do not
exceed $1,500 in a calendar year.

California residents or corporations, partnerships, and
limited liability companies with a permanent place of
business in California, use Form 590, Withholding
Exemption Certificate, to certify an exemption from
withholding. When a Form 590 exemption is certified,
no withholding is required.

California nonresident property owners may qualify for
a waiver or reduced withholding. Nonresident property
owners or property managers may request a waiver from
withholding by submitting Form 588, Nonresident
Withholding Waiver Request to FTB. They may also
request reduced withholding by submitting Form 589,
Nonresident Reduced Withholding Request to FTB.

If FTB grants a waiver or authorizes a reduced
withholding amount, FTB will notify the requester
of the withholding by sending them a Waiver
Determination Notice or Reduced Withholding
Approval letter.

If the nonresident owner is not able to obtain an
approved waiver from withholding, then the property
manager must withhold on the rental and lease payments
collected if the gross payments exceed $1,500.

Property managers report tax withheld on California
source income to the FTB using Form 592, Resident
and Nonresident Withholding Statement. Withholding
is remitted for the payment period associated with

the income earned (April 15, June 15, Sept. 15, Jan.

15), along with the Form 592-V, Payment Voucher for
Resident and Nonresident Withholding.

The property manager is required to send Form 592-B,
Resident and Nonresident Withholding Tax Statement
to the nonresident property owner by January 31 of

the following calendar year. Form 592-B shows the
California nonresident property owner the total amount
withheld and reported on Form 592 for the tax year.
The nonresident property owner must file Form 592-B

with their California income tax return to claim the
withholding credit.

(CONTINUED ON PAGE 8)




PROPERTY MANAGERS AND CALIFORNIA WITHHOLDING (CONTINUED FROM PAGE 7)

For example:

A property management company collected rents for a property owned by a New York resident. The rents collected for
each payment period is $10,000. The property management fees per payment period are $1,000.

| 2 3 4
PAYMENT PERIOD (DUE 4/15/XX) (DUE 6/15/XX) (DUE 9/15/XX)  (DUE 1/15/XX) TOTAL
Rents collected $10,000 $10,000 $10,000 $10,000 $40,000
:‘.ess management ($1,000) ($1,000) ($1,000) ($1,000) ($4,000)
ees
Amount to be $9,000 $9,000 $9,000 $9,000 $36,000
withheld upon
Multiply by 1% 7% 7% 7% 7%
withholding
percentage
Amount to be $630 $630 $630 $630 $2,520
withheld and sent
to FTB

In the above scenario, the property manager would be required to send the withholding of $630 to FTB for each
payment per payment period along with a completed Form 592 and Form 592-V. By January 31 of the following year,
the property manager is required to send the nonresident property owner Form 592-B, which shows the amount of
rents collected of $40,000 and withholding remitted of $2,520.

The Form 592-B gives the property owner the information needed to claim the income and withholding on their
California Tax Return.

If property managers, as withholding agents, fail to withhold the required amount and in a timely manner remit the
withholding to FTB, they become liable for the amount that was required to be withheld, unless it is shown that the
failure to withhold was due to reasonable cause. In such cases, property managers may also be liable for penalties and
interest associated with their failure to withhold.

More information can be found at www.ftb.ca.gov with the search term “nonresident withholding.” m


https://www.ftb.ca.gov/
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Continuing Education Auditing

As part of a licensee’s renewal, 45 hours of continuing
education is required to be completed pursuant to
Business and Professions Code sections 10170, 10170.4
and 10170.5. Licensees certify the completion of this
education by entering completed continuing education
course information on either the Continuing Education
Course Verification (RE 251) form or through the
Department of Real Estate’s (DRE) online eLicensing
system. Pursuant to Commissioner’s Regulation

3013, DRE’s Education and Research Section may
audit continuing education records of licensees.
Commissioner’s Regulation 3013 provides that upon
the request of DRE, “the applicant shall submit
certificates of attendance or certified copies thereof
from sponsors of approved offerings to substantiate the
information provided by the applicant.” A licensee who
fails to provide DRE with course completion certificates,
as required, may be subject to a fine or potential
disciplinary action.

It is suggested that licensees retain copies of all course
completion certificates for up to five years so they can
respond quickly to an audit request. If certificates are
misplaced, licensees should contact the course provider
for a duplicate certificate, as the course provider is
required by Commissioner’s Regulation 3012.2 to
maintain a record of attendance or registration and final
examination grade of each participant for five years.

Licensees are encouraged to report course providers

who are violating education regulations to DRE. The
Education Provider Complaint (RE 340) and Education
Provider Complaint Information (RE 340A) forms

can be found on DRE’s website, www.dre.ca.gov, and
should be used to notify DRE of such violations.

As always, the Education and Research Section
recommends that applicants and licensees, when
searching for education providers, do so through
DRE’s website to verify course approval status and to
check for any prior disciplinary action taken against

course providers. m



https://dre.ca.gov/files/pdf/forms/re340.pdf
https://dre.ca.gov/files/pdf/forms/re340a.pdf
http://www.dre.ca.gov

CALLING ALL
CALIFORNIANS!

Every Californian can safely help their community during these
difficult times. Here are some ways you can make a difference:

Deliver Meals

Vulnerable seniors are at greatest risk amid COVID-19. Let’s help keep them safe and cared for.
Contact your local Meals on Wheels organization, visit www.mealsonwheelsamerica.org.

Donate to a shelter or food bank

During this time organizations are running low on food items, help them stay well
stocked for those in need. Visit www.serve.ca.gov to find one near you.

))))  Volunteer at a food bank
@ Food banks are in great need of volunteers to help pack and sort food. They are taking
!V precautions to prioritize volunteer safety. Visit California Association of Food Banks at
www.CAfoodbanks.org

Support Nonprofits

Nonprofit organizations serving vulnerable communities — like seniors and low-income families —
need your help. Find a fund to donate to nonprofits in your community on the Philanthropy
California COVID-19 Response Page: www.philanthropyca.org/covid-19-response.

DONATE

Wellness Checks
Check on Older Neighbors with a Call, Text or Talk through the door

e

l L] ]
'o Hygiene Kits
| 2\, Create hygiene kits and drop off at a shelter for people experiencing

homelessness to help them stay healthy.

= Donate Blood
E Donated blood has decreased dramatically. Healthy, eligible donors are urged to come
out and give to ensure there’s lifesaving blood on the shelves for those who need it most.
é Visit the American Red Cross: www.redcrossblood.org/give.html/find-drive

CALIFORNIA

OLUNTEERS Visit serve.ca.gov

Office of the Governor



https://www.californiavolunteers.ca.gov/get-involved/covid-19//

CENSUS TODAY!
(844) 330-2020

CALIFORNIACENSUS.ORG
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		24				Doc		Guideline 1.4 Make it easier for users to see and hear content including separating foreground from background.		Minimum Contrast		Passed		Please ensure that the visual presentation of text and images of text has a contrast ratio of at least 4.5:1, except for Large text and images of large-scale text where it should have a contrast ratio of at least 3:1, or incidental content or logos

		Verification result set by user.

		25						Guideline 2.1 Make all functionality operable via a keyboard interface		Server-side image maps		Passed		No Server-side image maps were detected in this document (Links with IsMap set to true).		

		26						Guideline 2.4 Provide ways to help users navigate, find content, and determine where they are		Headings defined		Passed		Headings have been defined for this document.		

		27						Guideline 2.4 Provide ways to help users navigate, find content, and determine where they are		Outlines (Bookmarks)		Passed		Bookmarks are logical and consistent with Heading Levels.		

		28				MetaData		Guideline 2.4 Provide ways to help users navigate, find content, and determine where they are		Metadata - Title and Viewer Preferences		Passed		Please verify that a document title of Spring 2020 Real Estate Bulletin is appropriate for this document.		Verification result set by user.

		29				MetaData		Guideline 3.1 Make text content readable and understandable.		Language specified		Passed		Please ensure that the specified language (en-US) is appropriate for the document.		Verification result set by user.

		30						Guideline 3.2 Make Web pages appear and operate in predictable ways		Change of context		Passed		No actions are triggered when any element receives focus		

		31						Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Figures		Not Applicable		No Figure or Formula tags with alternate representation were detected in this document.		

		32						Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Formulas		Not Applicable		No Formula tags were detected in this document.		

		33						Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Forms		Not Applicable		No Form Fields were detected in this document.		

		34						Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Other Annotations		Not Applicable		No other annotations were detected in this document.		

		35						Guideline 1.2 Provide synchronized alternatives for multimedia.		Captions 		Not Applicable		No multimedia elements were detected in this document.		

		36						Guideline 1.3 Create content that can be presented in different ways		Form Annotations - Valid Tagging		Not Applicable		No Form Annotations were detected in this document.		

		37						Guideline 1.3 Create content that can be presented in different ways		Other Annotations - Valid Tagging		Not Applicable		No Annotations (other than Links and Widgets) were detected in this document.		

		38						Guideline 1.3 Create content that can be presented in different ways		RP, RT and RB - Valid Parent		Not Applicable		No RP, RB or RT elements were detected in this document.		

		39						Guideline 1.3 Create content that can be presented in different ways		Correct Structure - Ruby		Not Applicable		No Ruby elements were detected in this document.		

		40						Guideline 1.3 Create content that can be presented in different ways		THead, TBody and TFoot		Not Applicable		No THead, TFoot, or TBody elements were detected in this document.		

		41						Guideline 1.3 Create content that can be presented in different ways		Correct Structure - Warichu		Not Applicable		No Warichu elements were detected in this document.		

		42						Guideline 1.3 Create content that can be presented in different ways		Correct Structure - WT and WP		Not Applicable		No WP or WT elements were detected in the document		

		43						Guideline 1.3 Create content that can be presented in different ways		Article Threads		Not Applicable		No Article threads were detected in the document		

		44						Guideline 1.4 Make it easier for users to see and hear content including separating foreground from background.		Images of text - OCR		Not Applicable		No raster-based images were detected in this document.		

		45						Guideline 2.2 Provide users enough time to read and use content		Timing Adjustable		Not Applicable		No elements that could require a timed response found in this document.		

		46						Guideline 2.3 Do not design content in a way that is known to cause seizures		Three Flashes or Below Threshold		Not Applicable		No elements that could cause flicker were detected in this document.		

		47						Guideline 3.3 Help users avoid and correct mistakes		Required fields		Not Applicable		No Form Fields were detected in this document.		

		48						Guideline 3.3 Help users avoid and correct mistakes		Form fields value validation		Not Applicable		No form fields that may require validation detected in this document.		

		49						Guideline 4.1 Maximize compatibility with current and future user agents, including assistive technologies		4.1.2 Name, Role, Value		Not Applicable		No user interface components were detected in this document.		

		50		12,1,3,8,9,10		Tags->0->1->1->0,Tags->0->10->0,Tags->0->14->1->0,Tags->0->45->1->0,Tags->0->49->1->0,Tags->0->49->3->0,Tags->0->49->5->0,Tags->1->0		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Links		Warning		Link Annotation doesn't define the Contents attribute.		

		51		11		Tags->0->50->1		Guideline 1.1 Provide text alternatives for all non-text content		Alternative Representation for Links		Warning		Parent tag of Link annotation doesn't define the Alt attribute.		

		52		8		Tags->0->41		Guideline 1.3 Create content that can be presented in different ways		Summary attribute		Warning		Table doesn't define the Summary attribute.		

		53		12		Artifacts->29->0		Guideline 1.3 Create content that can be presented in different ways		Meaningful Sequence		Warning		An untagged XObject element has been detected in this document. CommonLook has automatically placed those in an Artifact.		

		54		12		Artifacts->29->1		Guideline 1.3 Create content that can be presented in different ways		Meaningful Sequence		Warning		An untagged FormXObject element has been detected in this document. CommonLook has automatically placed those in an Artifact.		

		55		12		Artifacts->29->2,Artifacts->30->0		Guideline 1.3 Create content that can be presented in different ways		Meaningful Sequence		Warning		An untagged Text element has been detected in this document. CommonLook has automatically placed those in an Artifact.		

		56				Pages->0		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 1 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		57				Pages->1		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 2 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		58				Pages->2		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 3 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		59				Pages->3		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 4 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		60				Pages->4		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 5 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		61				Pages->5		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 6 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		62				Pages->6		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 7 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		63				Pages->7		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 8 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		64				Pages->8		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 9 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		65				Pages->9		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 10 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		66				Pages->10		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 11 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		

		67				Pages->11		Guideline 3.2 Make Web pages appear and operate in predictable ways		Header/Footer pagination artifacts		Warning		Page 12 contains content but does not define header or footer pagination artifacts. Please confirm this is correct.		
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