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Strengthening the Pharmaceuticals business through
the constant search for innovative drugs
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Consolidated Balance Sheets

KYOWA HAKKO KOGYO CO., LTD. and Its Consolidated Subsidiaries ~ As at March

31, 2001 and 2000

Thousands of
U.S. Dollars
Millions of Yen (Note 4)
ASSETS 2001 2000 2001
Current Assets:
Cash . .o ¥ 11,724 ¥ 9,781 $ 94,625
Time dePosits . ... ..ottt e 19,349 14,355 156,166
Marketable securities (Notes 2 and 5) . ............iiiiienninnnenn.. 1,999 4,560 16,134
Accounts and notes receivable:
Trade . ..o 127,858 122,776 1,031,945
Unconsolidated subsidiaries and affiliates . ... ........ .. ... ... ... ...... 9,875 4,955 79,701
Other . . oo 1,935 1,897 15,618
139,668 129,628 1,127,264
INVENTOTIES . . o ottt e e e e e e 57,574 60,408 464,681
Deferred tax assets (NOt€ 8) . . ..ottt e e 3,996 3,122 32,252
Other CUITent @SSetS . . .. oottt et e e e e e e e 3,922 2,219 31,654
Less: allowance for doubtful accounts ............ ... . ... . ... .. ... .... (380) (720) (3,067)
Total currentassets ....................uiiriiiieiinann.. 237,852 223,353 1,919,709
Investments and Advances:
Investments in securities (Notes2and 5). .. ...ttt en... 19,466 30,334 157,110
Investments in and advances to unconsolidated
subsidiaries and affiliates (NOte 5) .. ... ..ottt 18,633 17,181 150,387
Long-term loans to employees, mostly for housing ....................... 135 1,194 1,090
Long-term loans and other investments. . ................. ... ... ...... 8,012 9,158 64,665
Less: reserve for write-down of investments in securities................... (87) (87) (702)
Less: allowance for doubtful accounts .................................. (746) (599) (6,021)
45,413 57,181 366,529
Property, Plant and Equipment:
Buildings and Structures .. ............o.uieintteit e 135,119 130,582 1,090,549
Machinery and equipment .......... ... 260,276 244,296 2,100,694
395,395 374,878 3,191,243
Less: accumulated depreciation. . ............. . (281,502) (269,930) (2,272,010)
113,893 104,948 919,233
Land . ..o 23,813 22,792 192,195
COoNStIuCtion N PIOGIESS . . . .« v v v v vt ettt ettt ettt 1,861 11,685 15,020
139,567 139,425 1,126,448
Deferred Tax Assets (NOt€ 8) ... ..ottt e 5,085 2,919 41,041
Other Assets . . ... i 3,494 3,784 28,202
Translation Adjustments (NOte2) .............oeiiiiiiieeennnneee... — 7,296 —
¥431,411 ¥ 433,958 $ 3,481,929

The accompanying notes are an integral part of the statements.
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Thousands of

U.S. Dollars
Millions of Yen (Note 4)
LIABILITIES AND SHAREHOLDERS’ EQUITY 2001 2000 2001
Current Liabilities:
Short-term bank loans (NOte 6) .. ... ... ittt ¥ 42,152 ¥ 42,876 $ 340,210
Current portion of long-term debt (Note 6) .......................co.... 448 2,740 3,616
Accounts and notes payable:
Trade . ..o 49,013 41,453 395,585
Unconsolidated subsidiaries and affiliates . . .......... ... ... ... ... ..... 13,481 12,592 108,805
Construction and acquisition of properties. . .......................... 3,574 4,082 28,846
Other . . 23,352 21,051 188,475
89,420 79,178 721,711
Income taxes payable . ........... . 10,484 6,328 84,617
Employees’ savings deposits . ... 12,989 11,883 104,835
Reserve for accrued sales TetUrns. . . . ..o oottt 414 197 3,341
Reserve for accrued salesrebates . .. ... ..ottt 1,264 902 10,202
Reserve for accrued sales promotion eXpenses . .......................... 608 498 4,907
Guarantee deposits from customers . . ..............oouiiiieeeennnn... 8,474 7,950 68,394
Other current liabilities . ... ... ... i 3,568 5,490 28,797
Total current liabilities . ................. ... .................. 169,821 158,542 1,370,630
Long-Term Debt (NOte 6) . .. ...... ottt 45,024 57,254 363,390
Deferred Tax Liabilities (Note 8) . ... . ...ttt 550 — 4,439
Reserve for Retirement Benefits:
Employees (Notes 2 and 9) . .....oueiintti it 17,249 17,328 139,217
Directors and corporate auditors . ..............oiiiiiiiiiieia.. 942 986 7,603
Other Non-Current Liabilities ............ . ... ... ... . ... ........... 766 807 6,182
Minority Interests in Consolidated Subsidiaries.......................... 2,366 4,002 19,096
Commitments and Contingent Liabilities (Note 12)
Shareholders’ Equity:
Common stock, par value ¥50 per share:
Authorized: 987,900,000 shares at March 31, 2001 and 2000
Issued: 434,243,555 shares at March 31,2001 and 2000 . ............ 26,745 26,745 215,860
Additional paid-in capital .......... .. 43,180 43,180 348,507
Retained earnings (Note 15) .. ... ...ttt 129,694 125,114 1,046,763
199,619 195,039 1,611,130
Translation Adjustments (Note 2) ................oiiiiiiiieeennninn... (4,926) — (39,758)
Total shareholders’equity ................. ... .. ... .......... 194,693 195,039 1,571,372
¥431,411 ¥433,958 $3,481,929
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Consolidated Statements of Income

KYOWA HAKKO KOGYO CO., LTD. and Its Consolidated Subsidiaries ~ For the years ended March 31, 2001, 2000 and 1999

Thousands of
U.S. Dollars
Millions of Yen (Note 4)
2001 2000 1999 2001
Net Sales (Note 14) ... ... .. ¥375,610 ¥374,910 ¥384,671 $3,031,558
CostofSales . ........ ... 251,665 248,038 256,807 2,031,195
GroSS Profit. .. ..ot 123,945 126,872 127,864 1,000,363
Selling, General and Administrative Expenses (Note 11) ......... 106,233 105,216 104,407 857,409
Operating income (Note 14) ............ ..., 17,712 21,656 23,457 142,954
Other Revenue (Expenses):
Interest and dividend income . .............................. 1,208 1,585 1,630 9,750
INtEreSt EXPEISES .+« ¢ ¢ v vttt et et et (3,134) (2,724) (3,045) (25,295)
Write-down of marketable securities ......................... (137) (186) (1,030) (1,106)
Gain (loss) on sale of marketable securities . ................... — 377 (130) —
Gain on sale of investment in securities . . ... .................. 12,201 50 306 98,475
Foreign exchange gain (loss) ........... ...t 588 (944) (782) 4,746
Insurance premium received . . ....... ... ... 432 340 280 3,487
Gain on sale of property, plant and equipment . ................ 92 2,818 3,747 743
Provision for allowance for loss on guarantees ................. — — (215) —
Additional premium to welfare annuity fund .................. — (1,053) (1,389) —
Exchange loss arising from investment in kind of subsidiaries . . .. — — (3,782) —
Gain on settlement of lawsuit ............. ... ... ... ... .. .... — — 520 —
Write-down of golf club membership ........................ (663) (328) — (5,351)
Loss from transition adjustment of pension accounting . ........ (24,729) — — (199,588)
Equity in earnings of affiliates . . . . ......... ... .. ... ... .. 748 1,137 784 6,037
Gain from contribution of securities to pension fund ........... 18,127 — — 146,303
Other,net. .. ... e (574) (152) (740) (4,634)
4,159 920 (3,846) 33,567
Income before income taxes and minority interests . . . ... ... 21,871 22,576 19,611 176,521
Income Taxes: (Note 8)
CUITENt . ottt e e e 16,162 11,894 11,473 130,444
Deferred. .. ... (3,424) (402) 1,995 (27,635)
12,738 11,492 13,468 102,809
9,133 11,084 6,143 73,712
Minority Interests in Earnings of Consolidated Subsidiaries . . . . . 262 190 0 2,115
Netincome ............. . ... iiiiiieiiinnnnnnnn. ¥ 9,395 ¥ 11,274 ¥ 6,143 $ 75,827
Yen U.S. Dollars (Note 4)
Per Share Data:
Netincome—Dbasic ... ...ttt ¥21.6 ¥26.0 ¥13.9 $0.174
Net income—diluted (*) . ...... ... i 21.6 25.9 — 0.174
Cashdividends ......... ... .. i 7.5 10.0 7.5 0.061
Weighted Average Number of Shares (thousands of shares) .. . .... 434,244 434,244 441,906

* Diluted net income per share for fiscal 1999 is not disclosed, because there were anti-dilutive effects.

The accompanying notes are an integral part of the statements.
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Consolidated Statements of Shareholders’ Equity

KYOWA HAKKO KOGYO CO., LTD. and Its Consolidated Subsidiaries ~ For the years ended March 31, 2001, 2000 and 1999

Number of Millions of Yen
shares of
common Additional
stock Common paid-in Legal Special Retained
(thousands) stock capital reserve reserves earnings
Balanceat March 31,1998 ........... ... ... 446,344 ¥26,745 ¥43,180 ¥6,520 ¥1,766 ¥110,434
Net income for the year ended March 31,1999 ............ — — — — — 6,143
Transfer to retained earnings. ................ ... ...... — — — (6,520) (1,766) 8,286
Cashdividends ............ ... i, — — — — — (1,674)
Directors’ and corporate auditors’ bonuses ............... — — — — — (148)
Interim cash dividends. ............... ... ... ........... — — — — — (1,659)
Increase due to additional consolidation of subsidiaries . . .. — — — — — 981
Increase due to elimination of subsidiaries ............... — — — — — 22
Increase due to application of inflation
accounting to the accounts of Mexican subsidiary . ... .... — — — — — 544
Retirement of shares of common stock .................. (12,100) — — — — (7,089)
Other ... ..o — — — — — 1
Balanceat March 31,1999 ............... ... ............ 434,244 26,745 43,180 — — 115,841
Net income for the year ended March 31,2000 ............ — — — — — 11,274
Previous period tax effect adjustment ................... — — — — — 84
Cashdividends ............ ... ... — — — — — (1,628)
Directors’ and corporate auditors’ bonuses . .............. — — — — — (130)
Interim cash dividends . ............................... — — — — — (1,628)
Increase due to additional consolidation of subsidiaries . . . . — — — — — 453
Increase due to additional application of equity method . . .. — — — — — 539
Increase due to application of inflation
accounting to the accounts of Mexican subsidiary . ... .... — — — — — 309
Balance at March 31,2000 .............................. 434,244 26,745 43,180 — — 125,114
Net income for the year ended March 31,2001 ............ — — — — — 9,395
Cashdividends ............ ... i, — — — — — (2,714)
Directors’ and corporate auditors’ bonuses ............... — — — — — (82)
Interim cash dividends. ............... ... ... .......... — — — — — (1,628)
Increase due to additional application of equity method . . .. — — — — — 42
Increase due to application of inflation
accounting to the accounts of Mexican subsidiary . ....... — — — — — 213
Decrease due to cumulative effect of deferred tax
accouting adopted by Mexican subsidiary ............... — — — — — (643)
Other . ... — — — — — (3)
Balance at March 31,2001 .............................. 434,244 ¥26,745 ¥43,180 ¥ — ¥ — ¥129,694
Number of Thousands of U.S. Dollars (Note 4)
shares of
common Additional
stock Common paid-in Legal Special Retained
(thousands) stock capital reserve reserves earnings
Balance at March 31,2000 . ............oouuiueeeeennnn.. 434,244  $215,860 $348,507 $— $— $1,009,798
Net income for the year ended March 31,2001 ............ — — — — — 75,827
Cashdividends ............ ... it .. — — — — — (21,905)
Directors’ and corporate auditors’ bonuses ............... — — — — — (662)
Interim cash dividends. ............... ... ... .......... — — — — — (13,140)
Increase due to additional application of equity method . . .. — — — — — 339
Increase due to application of inflation
accounting to the accounts of Mexican subsidiary .. ... ... — — — — — 1,719
Decrease due to cumulative effect of deferred tax
accouting adopted by Mexican subsidiary ............... — — — — — (5,190)
Other . ... e — — — — — (23)
Balance at March 31,2001 . ..., 434,244  $215,860 $348,507 $— $— $1,046,763

The accompanying notes are an integral part of the statements.
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Consolidated Statements of Cash Flows
KYOWA HAKKO KOGYO CO., LTD. and Its Consolidated Subsidiaries  For the year ended March 31, 2001 and 2000

Thousands of

Millions of Yen U.S. Dollars (Note 4)
2001 2000 2001
Cash flows from operating activities:
Income before income taxes and MINOTILY INTETESES . . . ..« o\ vttt ettt et et et et et aeenens ¥21,871 ¥22,576 $176,521
Adjustments to reconcile income before income taxes and minority interests
to net cash used by operating activities:
Depreciation and amOrtization . . . . .« .. vttt ettt ettt e e e e 18,502 19,376 149,330
Equity in earnings of affiliates. . . ... .. .. .. (748) (1,137) (6,037)
Write-down of marketable SECUTIHIES . . . . oo oo ottt e ettt e e e e e e e e e e e 137 186 1,106
Increase in reserve for retirement benefits . . ... ... oottt 25,329 131 204,431
Gain from contribution of securities to pension fund ........... ... . . (18,127) — (146,303)
Decrease in reserve for retirement benefits to directors and corporate auditors ....................... (44) (178) (355)
Decrease in allowance for doubtful accounts . .......... .. ..ottt (202) (437) (1,630)
Gain on sale Of SECUTITIES . . . . .o oottt ettt et e e ettt e e e (12,201) (428) (98,475)
Loss (Gain) on sale/disposal of property, plant and equipment .......... .. ... ... ... ... ......... 423 (1,803) 3,414
Interest and dividend INCOME . . . .. ... ittt ettt e e (1,208) (1,593) (9,750)
INErest EXPEIISES . . . . o oottt ettt ettt ettt e e 3,134 2,741 25,295
(Increase) Decrease in trade receivables. . . . ... ... (6,190) 2,738 (49,960)
Decrease IN INVENTOTIES . . . . vt v ottt et et e e et e e e e e e e e e e e e e e e e e e e e 3,061 1,513 24,705
Increase (Decrease) in trade payables. . ..... ... e 7,910 (2,858) 63,842
Payment of bonuses to directors and corporate auditors . . .. ...ttt (90) (138) (726)
Increase (Decrease) in consumption tax payables. ... ........ouii i 134 (453) 1,082
OFRETS .« oo 1,565 3,030 12,630
43,256 43,266 349,120
Interest and dividend received . ... ... ... 1,345 1,778 10,856
Interest eXpenses Paid . ... ... ..t (3,297) (2,763) (26,610)
INCOmE taXes PAIA . . .« o .ottt ettt e e e e e (12,515) (9,544) (101,009)
Net cash provided by operating activities . . ... .........ouuttu ettt ettt 28,789 32,737 232,357
Cash flows of investing activities:
Increase in time dePOSILS . . . ...ttt ettt ettt e e e e e e e e (538) (615) (4,342)
Decrease in time dePOSIES . . ..o . oot ittt ettt ettt e e e 989 2,903 7,982
Proceeds from sale of marketable SECUTITtIEs . . . . . . oottt et e e e e — 42,480 —
Acquisition of property, plant and equipment. .. ........ ... (17,327)  (22,501) (139,847)
Proceeds from sale of property, plant and equipment . ..............o.iiiiiiiii 1,137 2,145 9,177
Acquisition of inVeStMENts IN SECULTHIES . . .+« ..t vttt ittt et et e et e e et (863) (505) (6,965)
Proceeds from sale of investments i SECUTTtIES . . . . ...\ttt it ettt e e e et et et e 17,323 302 139,814
Additional investments in consolidated subsidiaries . .................uuuiiii (186) — (1,501)
Net increase in short-term loans receivable . . . ... ... . . . . . . . . (2,190) (164) (17,676)
Increase in long-term loans receivable .. ........ ... .. (222) (115) (1,792)
Decrease in long-term loans receivable .. ...... ... .o . 730 787 5,892
OBRErS .« .ottt (844) (1,295) (6,811)
Net cash (used in)/provided by investing aCtiVities . ... ... ......ouueneenueneeneeneenennennenn.. (1,991) 23,422 (16,069)
Cash flows of financing activities:
Net proceeds from short-term debt .. .......... . e (1,606) 461 (12,962)
Net increase in COMMErCial PAPEr . . . . ...ttt et e e e —  (16,000) —
Proceeds from long-term debt . ...... .. .. . — 2,630 —
Repayment of long-term debt . ... ... i (2,929) (4,047) (23,640)
Redemption for bonds (NOLE 6) . ... ...ttt ettt ettt e e (12,000) (29,848) (96,852)
Dividends paid . . ... ...t e (4,330) (3,262) (34,948)
Dividends paid to MINOTILY . ...« o ottt et e e (11) (11) (89)
OIS .o 5 — 40
Net cash used in financing aCtiVItIES . . .. ... o.vuutttt ittt ettt et e (20,871)  (50,077) (168,451)
Effect of exchanges on cash and cashequivalents ............ ... ... .. . .. .. .. .. .. ... 437 (339) 3,527
Increase in cash and cash equivalents ... ..... ... ... ... i 6,364 5,743 51,364
Cash and cash equivalents at the beginningof theyear........... ... ... .. .. ... ... ... ... .... 26,215 20,433 211,582
Cash and cash equivalents at the beginning of the year acquired from
anewly consolidated subsidiary......... ... ... 21 39 169
Cash and cash equivalents attheend of theyear........ ... ... . ... ... . ... ... .. i ¥32,600 ¥26,215 $263,115
Relation between cash and cash equivalents at year-end and the account booked in the balance sheet
Thousands of
Millions of Yen U.S. Dollars (Note 4)
2001 2000 2001
Cash and time dePOSItS . . .. ...ttt ettt et e e e e ¥31,073 ¥24,136 $250,791
Time deposits whose maturity periods exceed threemonths .. ........... ..o i, (472) (920) (3,810)
Marketable securities with original maturities of three monthsorless................ .. .. .. .. .. ... 1,999 2,999 16,134
¥32,600 ¥26,215 $263,115

The accompanying notes are an integral part of the statements.
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Kyowa America, Inc.

599 Lexington Avenue, Suite 4103,
New York, NY 10022, U.S.A.

TEL: 1-212-319-5353

FAX: 1-212-421-1283

Biokyowa Inc.

Head Office & Plant

5469 Nash Road, P.O. Box 1550,

Cape Girardeau, MO 63702-1550, U.S.A.
TEL: 1-573-335-4849

FAX: 1-573-335-1466

St. Louis Office

1400 Elbridge Payne Road, Suite 110,
Chesterfield, MO 63017, US.A.

TEL: 1-636-532-4070

FAX: 1-636-532-1710

Kyowa Hakko U.S.A., Inc.

599 Lexington Avenue, Suite 4103,
New York, NY 10022, U.S.A.

TEL: 1-212-319-5353

FAX: 1-212-421-1283

West Coast Office

85 Enterprise, Suite 430,
Aliso Viejo, CA 92656, U.S.A.
TEL: 1-949-425-0707

FAX: 1-949-425-0708

Kyowa Foods Inc.

5469 Nash Road, P.O. Box 1460,

Cape Girardeau, MO 63702-1460, U.S.A.
TEL: 1-573-332-1095

FAX: 1-573-332-1092

Nutri-Quest, Inc.

1400 Elbridge Payne Road, Suite 110,
Chesterfield, MO 63017, U.S.A.

TEL: 1-636-537-4057

FAX: 1-636-532-1710

Kyowa Pharmaceutical, Inc.
104 Carnegie Center, Suite 301,
Princeton, NJ 08540, U.S.A.
TEL: 1-609-919-1100

FAX: 1-609-919-1111

Fermentaciones Mexicanas, S.A. de C.V.
(Fermex)

Head Office

Edificio Torre Diamante,

Insurgentes Sur #1685 Piso 14,

Guadalupe Inn 01020, Mexico D.E., Mexico
TEL: 52-5-661-1410

FAX: 52-5-663-1695

42

Orizaba Plant

Domicilio Conocido, Potrerillo,
Ixtaczoquitlan 94453, Veracruz, Mexico
TEL: 52-272-1-0554

FAX: 52-272-1-0090

Kyowa Hakko Kogyo Co., Ltd.

Oficina Informativa en Mexico

Edificio Torre Diamante,

Insurgentes Sur #1685 Piso 14,

Guadalupe Inn 01020, Mexico D.E, Mexico
TEL: 52-5-661-1410

FAX: 52-5-663-1695

ooooo

Kyowa Hakko Europe GmbH
Immermannstrasse-3,
D-40210, Diisseldorf, Germany
TEL: 49-211-17-728-0

FAX: 49-211-17-728-41

Kyowa Hakko U.K. Ltd.

258 Bath Road, Slough,

Berkshire SL1 4DX, United Kingdom
TEL: 44-1753-566000

FAX: 44-1753-566010

Kyowa Italiana Farmaceutici S.R.L.

Viale Fulvio Testi 280, 20126, Milano, Italy
TEL: 39-02-644-704-1

FAX: 39-02-644-704-44

Kyowa Hakko Kogyo Co., Ltd.
Hungary Direct Commercial
Representative Office

H-1022 Budapest II Bég utca. 3-5,
1st Floor, Hungary

TEL: 36-1-212-0645

FAX: 36-1-212-0644

Agroferm Hungarian-Japanese
Fermentation Industry Ltd. (Agroferm)
Budapest Office

H-1022 Budapest II Bég utca. 3-5,

1st Floor, Hungary

TEL: 36-1-212-0645

FAX: 36-1-212-0644

Kaba Plant

H-4183 Kaba, Nddudvari utfél, Hungary
TEL: 36-54-480-560

FAX: 36-54-480-528

oo

Kyowa Hakko Industry (Singapore) Pte Ltd.

260 Orchard Road, #12-04,
The Heeren, Singapore 238855
TEL: 65-733-4948

FAX: 65-733-0819

Kyowa Hakko (Thailand) Ltd.

101/11 Srinakarintra Road,

Suanluang Praves, Bangkok 10250, Thailand
TEL: 66-2-321-9387

FAX: 66-2-321-9389

Kyowa Hakko (Malaysia) SDN BHD.
20, Jalan SS 19/5, 47500 Subang Jaya,
Selangor, Darul Ehsan, Malaysia

TEL: 60-3-7340669, 7340671

FAX: 60-3-7340990

Kyowa Hakko Kogyo Co., Ltd.

Beijing Representative Office

100004, Beijing Fortune Bldg., Room 609,
No. 5, Dong San Huan Bei Lu,

Chao Yang District, Beijing,

People’s Republic of China

TEL: 86-10-6590-8515

FAX: 86-10-6590-8517

Kyowa Hakko Kogyo Co., Ltd.

Shanghai Representative Office

1376 Nanjing Road West, Room 704,
Shanghai 200040, People’s Republic of China
TEL: 86-21-6279-8310

FAX: 86-21-6279-8320

Kyowa Hakko (H.K.) Co., Ltd.
Room 2103, Hang Lung Centre,
2-20 Paterson Street, Causeway Bay,
Hong Kong

TEL: 852-2895-6795

FAX: 852-2576-6142, 2576-6191
Guangzhou Representative Office
Room 411, China Hotel Office Tower,
Liu Hua Road, Guangzhou 510015,
People’s Republic of China

TEL: 86-20-8667-5381

FAX: 86-20-8667-5472

Shanghai Guan Sheng Yuan Kyowa Amino
Acid Co., Ltd.

621 Yun Ling Donglu, Shanghai 200062,
People’s Republic of China

TEL: 86-21-5280-1270

FAX: 86-21-5280-3162

Kyowa Foods (H.K.) Co., Ltd.

Room 2102, Hang Lung Centre 2-20,
Paterson Street, Causeway Bay,
Hong Kong

TEL: 852-2576-4113

FAX: 852-2576-6191

Wuxi Xiehe Food Co., Ltd.

No. 158 Xu Xiang Lane, Li Yuan,

Wausxi 214072, People’s Republic of China
TEL: 86-51-0512-9781

FAX: 86-51-0510-9484
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