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LETTER FROM THE PRESIDIO TEAM
We are pleased to present The Presidio Group’s 2020 Annual Market Profile of the
automotive dealership and automotive retail services landscape. Where the Rubber Meets the
Road aims to provide dealership owners, operators and investors in the auto retail sector as
well as companies providing services to dealerships with actionable and value-added
information when making strategic decisions. This year hopefully will be a unique one that
is not repeated. Its challenges have, however, been a cauldron of fire test for dealerships.
Many have emerged from it even stronger and dealerships are in demand. This year’s
market profile covers:
The post-COVID world and no more business as usual
Auto retail sales recovering
Consumer expectations have changed
Dealerships need to offer a full online experience
Competition from digital retailers
Disruption has been disrupted
Pre-COVID shared, subscription, electric, autonomous seen edging out private
ownership
COVID disruption including turn away from shared and mass transportation due to
health concerns
Personal car is again king
Digitalization experiencing incredible acceleration
Autonomous vehicle investment now focused on commercial sector
Electric vehicles may become popular with more cost-conscious consumers
Dealerships remain profitable
Reduced variable expenses
Continued strong sales due to Millennials entering market, shunning of mass
transportation, strong demand for used vehicles
More gross flowing to bottom line means profitable dealerships
Buy Sell Market remains healthy
Presidio has closed on 35 dealerships for over $2 billion in 2020 YTD
Private investors very active
Accelerated pace for remainder of 2020
Valuations remain strong
Auto Retail Services opportunities expanding
Disruption in traditional auto retail sector opens door
Can assist in raising capital, monetizing assets, making acquisitions
This year has been unusual, to say the least. But it has also shown the resiliency of the
dealership business model and highlighted the importance of developing a long-term strategic
plan to ensure future success.
The Presidio Group, as always, stands ready to assist its clients in developing that long-term
business strategy. Let us know how we may be of assistance.
—The Presidio Team
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DRIVING WITH BRODIE COBB
BRODIE COBB, FOUNDER & CEO

Brodie Cobb founded The Presidio Group in 1998 and was one of the first
investment bankers to focus on transactions in the automotive sector.
Collectively in their careers, the professionals at The Presidio Group have
closed over 195 auto transactions valued over $12 billion and our firm remains
a leader in the automotive sector.

Q: How would you characterize
2020 thus far regarding the retail
auto industry and where do you
see it ending up?
Volatile, scary, weird and as it turns
out, it is going to be okay. We started
the year feeling steady, solid, and
secure through about NADA in midFebruary. Then the stock market
began to erode, we began to hear
about a virus coming our way, and by
mid-March all hell broke loose. Sales
stopped, people were sent home,
and dealership owners focused on
whether to apply for and accept PPP
capital from the government. There
was a constant stream of negative
news.
But by the end of April we began to
see some interesting and surprising
data
related
to
personal
transportation. People were staying
away from forms of transportation
they thought would increase the
probability of contracting the virus.
Owning a private vehicle became
more important than it has in
decades. We published a piece that
said, hold on, the personal vehicle
has returned. And we saw strong
consumer buying throughout this
summer. We were also hearing from
digital platforms, telling us demand
for their products from dealerships
was considerably higher than ever
before.

we have today. That form of
consumer mobility will be vehicles
that
ultimately
are
operated
autonomously, and there will be a
wide range of vehicles to choose from
according to your needs and budget.
Meanwhile, a global pandemic has
disrupted that disruption and has
refocused consumers on having their
own clean private vehicle.
Q: How has COVID-19 changed the
way the retail auto industry does
business?
We have known for a long time that
for the average American the second
largest purchase after a home is the
automobile. We, like many others,
have always believed the consumer
needs to go into the car dealership
and kick the tires. The global
pandemic has taught us differently.
People didn’t do that, and they still
bought cars. The question is do they
revert to that and kick the tires?
Probably not. McKinsey has tracked
consumer behavior throughout the
pandemic and sees a continued
higher use of online shopping even as
areas have opened up. That behavior
is likely to stay, says McKinsey. We
agree and believe auto retailing is
going to go to a different paradigm
where consumers will transact much
more online.
Q: What other changes has Presidio
seen in the retail automotive
business because of COVID-19 and
what kind of opportunities do
those produce for companies in the
retail auto services sector?

The short answer is a major
acceleration of all things digital. The
longer answer is we see a lot of
trends. The more you can do for a
customer
online,
the
better.
Scheduling a pickup and delivery,
securing F&I, and sales and service
within the dealership. The easier
Despite this 2020 COVID-response people can do all of that online the
from consumers, our belief at better. Those are a very consumerPresidio remains that in the long facing solution.
term – and it could be very long term
-- the vast majority of miles traveled Then there are companies that
by individuals and groups will be in a support that process, from vehicle
different form of transportation than photography to delivery. Perhaps as
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the online environment grows, the
services that support online sales
and service will also grow.
Q: Where do you think the retail
auto industry is headed in 2021
and beyond?
The easiest answer is the importance
of private ownership of vehicles will
remain strong while there is a
pervasive health fear. As long as
people feel like they can contract
COVID, they will do what it takes to
own a clean, private car. When that
fear subsides, people are going to be
more economically rational, and if
the technologies are there to provide
a different lower cost and maybe
even more customizable mode of
transportation, then the importance
of private ownership may dwindle
quickly.
But this presumes a lot of things. Any
alternative form of transportation
must feel safe and be cheaper and
better. Any industry will be disrupted
if a majority of consumers truly feel
they can get a cheaper and/or better
service elsewhere. That is the true
definition of disruption. Consider the
first generation of mobile phones
and the transition to smart phones.
We knew for several years that smart
phones were coming. Then a
confluence of new technologies came
together simultaneously allowing
new entrants Apple and Google to
launch their smart phones in 2007.
That was the end of old suppliers
such as Motorola and Nokia. We may
see the same thing in the personal
transportation sector.
So, 2021 will be okay, and maybe
several years beyond that. But
change is coming. The retail
automotive industry as we know it
will be disrupted. And if history
repeats
itself,
change
always
happens faster than we think it will.
COVID-19 has reminded us of that.
When bigger disruptive changes
come to the auto retail model, they
aren’t going arrive gradually. They are
going to roar in like a tsunami.

SECURITIES ARE OFFERED THROUGH PRESIDIO MERCHANT PARTNERS LLC, MEMBER FINRA, SIPC.

DEALERSHIP M&A UPDATE
from George Karolis

In April it seemed the world was ending. Dealerships in many states were forced to cease new vehicle sales.
Consumers were sheltering in their homes. By May, however, it was increasingly apparent that, far from the
world ending, dealerships were emerging stronger than ever from the pandemic-induced sales slump. The many
dealers and investors we regularly speak with take comfort in the flexible nature of the dealership model and its
ability to quickly adapt to variable market conditions. While briefly impacted, the market for dealerships remains
strong, as does buy sell activity and dealership valuations. Presidio closed on the sale of 35 dealerships between
the months of March and September 2020, and we expect the level of buy sell activity to continue at an
accelerated pace.
To be sure, COVID-19 derailed the automotive retail industry for a brief period. But dealerships have emerged
stronger and are even benefitting from some changes in consumer behavior. Forces such as ride-sharing that
were expected to disrupt the personal vehicle market have themselves been disrupted. Demand for personal
vehicles has surged as consumers shun mass transportation and ride-sharing in favor of the safety of their own
vehicle. For example, ride-sharing leader Uber has seen ridership plunge by some 80 percent. Meanwhile, a June
Cars.com survey found 67% of respondents said COVID-19 had increased their reliance on or need for a personal
vehicle, and more than 55% were actively considering buying or leasing a vehicle. And a July study by CarGurus
found 44% of those surveyed planned to decrease their use of public transportation or stop using it entirely.
In response to COVID-19, dealers shifted to a digital model, while cutting sales staff and reducing variable
expenses. As showrooms have reopened, many dealers have maintained lower staffing and variable expense
levels, allowing for more gross profit to flow to the bottom line. In turn, many dealers have seen record profit
levels over the last few months.
As it relates to dealership values, the publicly
PUBLIC CO. AUTO RETAILERS
% CHANGE IN STOCK PRICE FROM PRE-COVID LEVELS
listed dealership groups are often a good
proxy, and the stock prices and multiples
109%
Lithia
Lithia (NYSE: LAD)
have largely recovered to pre-COVID levels
Sonic (NYSE: SAH)
51%
Sonic
and in some cases reached all-time highs.
Private dealership values are equally strong AutoNation
33%
AutoNation (NYSE: AN)
and do not typically fluctuate with public
Asbury (NYSE: ABG)
19%
Asbury
company prices and equity markets. Any time
a public buys a dealership it gets a lot of
2%
Penske
Penske (NYSE: PAG)
press.
But
historically,
the
publics’
Group 11 (NYSE: GPI) 1%
Group
transactions represent less than 10% of all
0%
25%
50%
75%
100%
125%
merger and acquisition deals in the
Note: Chart represents change in stock price from 2/28/2020 to 8/31/2020
dealership space. Privately held dealership Source: Yahoo Finance
groups are the main source of dealership transaction volume and they continue to aggressively pursue
acquisition opportunities. The Presidio Group is working with many of the largest privately held dealership
groups in the country.

GEORGE KAROLIS, PRESIDENT
As one of the industry-leading auto retail M&A experts, George Karolis shares
oversight of the firm’s M&A and corporate finance activities and manages the
Atlanta office. He is a seasoned automotive industry executive with over 20 years of
experience in automotive retail, M&A, and real estate development. Prior to joining
Presidio, George spent over 18 years as an executive at Asbury Automotive Group
(NYSE: ABG), helping to build it into one of the largest automotive retailers in the
U.S. He most recently served on Asbury’s executive team as Senior Vice President of
Corporate Development & Real Estate and managed hundreds of M&A and real
estate transactions.
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Intuitively, it might seem that the uncertain environment we are in today is a negative for transactions. But the
aforementioned flexible business model and historically low interest rates, combined with government stimulus
measures and the shift in consumer preferences to safety in personal mobility, have provided support for strong
dealership performance. As such, demand for dealership acquisitions remains robust and we expect the strong
pace of closings and and overall deal activity to continue, with supply and demand maintaining a balance, for
now.
As we look forward, some possible headwinds include continued geopolitical issues, reduced government
stimulus, economic uncertainty and the upcoming election. For those looking to sell at some point, we have
learned that time is the enemy of a successful plan. So, don’t wait. For those looking to buy, the dealership model
has proven its resiliency and its familiar ROI profile has made it a safe haven for investors with a long term
outlook.
Below is an update to the key drivers in dealership demand / valuation from Presidio’s 2019 AMP:

PRESIDIO DEAL PRICING DYNAMICS ANALYSIS
2020 DEAL PRICING DYNAMICS
Dealership
Profitability

Trough

Investor
Sentiment

Peak

Weak

Cost of
Capital

Strong

High

Real Estate
Values

Low

Low

Overall
M&A Climate

High

Buyer

Seller

2019 DEAL PRICING DYNAMICS
Dealership
Profitability

Trough

Investor
Sentiment

Peak

Weak

Cost of
Capital

Strong

High

Real Estate
Values

Low

Low

Overall
M&A Climate

High

Buyer

Seller

Dealership Profitability – June and Q3 results offset early COVID weakness;
profitability similar or potentially higher
Investor Sentiment – As strong as 2019 levels
Interest Rates – Even lower than 2019
Real Estate Values – Slightly reduced; possibility of downside risk
M&A Market/Deal Flow – Higher than 2019
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PRESIDIO 2020 BUY-SELL ACTIVITY

Presidio San Francisco

Unannounced
Transaction
JOHN EAGLE HONDA OF DALLAS
SPORT CITY TOYOTA
HONDA CARS OF ROCKWALL

Presidio Atlanta
ATLANTA
CLASSIC CARS

KEY

2020 Presidio Buy
Sell Activity
Presidio Office

HOWDY HONDA

JOHN EAGLE HONDA OF HOUSTON
HONDA CARS OF KATY
HONDA OF CLEAR LAKE
JOHN EAGLE ACURA
CLEAR LAKE INFINITI
SOUTHWEST INFINITI

35+DEALERSHIPS FOR $2+BILLION
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transport people, many figure Amazon will use AVs to
deliver goods, eliminating one of its biggest expenses,
human drivers. Autonomous heavy-duty truck software
startup TuSimple, which already lists UPS and Nvidia as
investors, in July partnered with Navistar. Waymo and
FCA announced in July they would develop an
autonomous RAM delivery van.

DISRUPTION HAS
BEEN DISRUPTED
BUT FOR DEALERS THIS IS NO TIME TO RELAX
We have long believed consumer mobility is being
disrupted by new technologies including electric
powertrains and autonomous vehicles. Also there are
new business models including ride-sharing and
vehicle subscription services. That disruption has now
been disrupted by COVID-19. Changes are still coming,
but they will be delayed.
Ride-sharing services such as Uber and Lyft only a few
months ago were expected to replace personal car
ownership for an ever-larger portion of consumers.
Millennials were expected to abandon personal
vehicles in droves. COVID-19 changed all that. Use of
ride-sharing services plunged by up to 80% in some
markets. Uber and Lyft laid off thousands of
employees. Personal car ownership started to look
good, even to Millennials. In a Cars.com survey, 67% of
respondents said COVID-19 had increased their
reliance on personal transportation, and nearly 20%
said the pandemic made them consider purchasing a
vehicle because of concerns about cleanliness of public
transportation and ride-sharing. A CapGemini Research
Institute study found consumers under the age of 35
were the largest segment considering buying a new car
in 2020, for safety and hygiene reasons. It appears
ride-sharing has been put on hold.
Autonomous vehicles are another disruptive force that
has been disrupted by COVID-19 but not uniformly.
While we believe that, longer term, dealerships’
business will primarily come from autonomous fleet
management and maintenance, it was already
apparent that fully autonomous vehicles were farther
in the future than many initially thought. Still,
investment was flowing into firms with robo-taxi
technology. COVID-19 caused some to rethink that
strategy. Ford, which invested $1 billion in autonomous
software firm Argo AI in 2017, announced in April it
would delay the launch of an autonomous passenger
vehicle fleet until 2022 due to COVID-19’s economic
impact. Not all automakers are backing off, however.
GM CEO Mary Barra in June touted the progress Cruise,
in which it invests, was making after earlier saying GM
still plans to spend $20 billion on autonomous and
electric vehicles by 2023. This despite the fact Cruise in
May laid off some eight percent of its full-time
employees.
Interest in autonomous technology has not dried up
altogether, as evidenced by the activity in the
commercial sector. Amazon acquired start-up Zoox for
a reported $1.3 billion. Rather than using AVs to
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Electric vehicles may benefit from COVID-19. Studies
show that the pandemic has made consumers more
cost-conscious, and electric vehicles have a much lower
total cost of ownership (“TCO”) than traditional
gasoline-powered vehicles. And while EVs are still more
expensive than gasoline-powered vehicles, much of
that additional cost comes from the battery. But
battery costs are coming down fast. BNEF forecasts
that batteries will achieve the holy grail of $100/kWh by
2023. Some see it arriving even sooner. As battery
prices come down, the attractiveness of EVs as
passenger vehicles will continue to increase.
Dealerships can breathe a little bit easier for the time
being as consumers shun ride-sharing and public
transportation in favor of a private vehicle. However,
they need to start planning for a future with more
electric and, eventually, autonomous vehicles.
Disruption has been disrupted by COVID-19 but not
halted
Ride-sharing and subscription business models are
out for now
Electric vehicles are still coming

IN THE CARGURUS JUNE 2020
U.S. COVID-19 SENTIMENT STUDY:

33% OF RESPONDENTS SAY THEY EXPECT
TO USE THEIR CAR MORE GOING
FORWARD THAN BEFORE THE PANDEMIC
39% OF RESPONDENTS WHO PREVIOUSLY
USED RIDE-SHARING AND 44% OF THOSE
WHO PREVIOUSLY USED PUBLIC
TRANSPORTATION EXPECT TO DECREASE
THEIR USE OF THESE SERVICES - OR STOP
USING THEM ENTIRELY
58% OF RESPONDENTS WHO EXPECT TO
DECREASE OR ELIMINATE RIDE-SHARING
AND/OR PUBLIC TRANSPORTATION WILL
USE THEIR PERSONAL VEHICLES MORE AS
A RESULT, POTENTIALLY DRIVING
INCREASED MAINTENANCE & SERVICE
Source: CarGurus

SECURITIES ARE OFFERED THROUGH PRESIDIO MERCHANT PARTNERS LLC, MEMBER FINRA, SIPC.

IN A POST-COVID WORLD, IT IS NO
LONGER BUSINESS AS USUAL
FOR DEALERSHIPS
It started as a promising year for retail auto sales. Though the 2020 SAAR forecast was slightly lower than 2019
levels, dealerships were still estimated to sell around 16 million new light vehicles this year. All that changed in
March as the impact of COVID-19 began to ripple across the retail auto industry. Starting with California, dealers
in many states were required to cease selling cars at their dealerships. By April sales were off up to 90% in some
markets. Even in markets where dealerships remained open, volumes plummeted.
Markets began to recover by May. Consumers remained interested in buying a vehicle, and dealers were
resourceful. Automakers rolled out incredibly generous financing offers including long-term, low-rate, and in
some cases interest-free, financing. Dealers combined these with cash discounts, and consumers put their
government stimulus checks towards buying vehicles. In May, sales dropped “only” 30% compared to the same
month in 2019.
More than just spiffs and government checks helped turn the market around, however. Unable to leave
their homes, consumers looked online for deals. In response, automakers accelerated online transaction
plans and dealerships upped their digital game, too. Some quickly began offering an entirely digital sales
and financing process topped off with touchless home delivery. An astonishing acceleration of digitalization
in auto retail occurred. By April and May this year, the digital adoption rate that took years leapt forward in
a matter of weeks.
The market recovery continued in June, when sales
fell 26% year-on-year. Franchised dealers are
optimistic according to Cox Auto’s Q2 Dealer
Sentiment Survey, which found that a majority still
expect the market to be strong for the next three
months. But it is no longer business as usual. The
retail automotive industry needs to quickly evolve
to meet customers’ expectations that have been
highlighted during COVID-19. Dealerships must
offer an entirely online process for the significant
portion of consumers that will continue to desire
that even as the pandemic recedes.
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-10%
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-20%
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-30%
-30%
-40%
-40%
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-50%
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Source: Motor Intelligence / Autodata

For consumers that do come into the dealership – and many still will -- the transaction process must be as fast
and touchless as possible. Even the dealership’s interior must change to create an environment in which
consumers and employees feel safe. Social distancing may not last, but the desire for safety will.
COVID-19 highlighted a trend that dealerships should already have been monitoring – they face a growing
challenge from online retailers such as Carvana, Vroom and Shift. Carvana’s sales have soared and Vroom
raised $438 million in an initial public offering in June on the NASDAQ. Its stock price more than doubled in
its first day of trading. Shift went public with a SPAC reverse merger transaction in June. Traditional vehicle
retailer CarMax also has entered the digital fray with its omnichannel strategy. The response requires more
than just an enhanced digital experience. It calls for better customer service, not just in the new and used
sales departments but across the purchase and service process.
The dealership model remains relevant, but as sales begin to recover from the impact of COVID-19, consumers
will expect more effective and efficient sales and service processes. Dealerships that fail to meet those
expectations will fall behind.
COVID-19 impact most severe in March and April
Recovery began in May and June
Dealers are optimistic about Q3 sales
Consumers now want online purchase option
Dealerships need to meet challenge of online retailers with digital options
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AUTOMOTIVE RETAIL SERVICES
INTRODUCTION TO THE PRESIDIO GROUP'S GROWING POWERHOUSE DIVISION

Automotive Retail Services (ARS) is an expanding business area for The Presidio Group. ARS covers the many
services that enable a dealership to do business. We have a larger team focused on this area because there is so
much growth in the sector, especially around the enormous acceleration of online commerce.

“The sheer size of auto retail attracts an endless supply of service companies
to the sector with the latest and greatest offerings. It’s exciting for us to
advise these companies on capital raising and M&A transactions.”
-Brodie Cobb
In March of this year, The Presidio Group brought Stephane Ferri on board as
Principal focused on technology, M&A, and principal investing activities. Previously,
Ferri was Senior Vice President of Flexdrive LLC. He also was previously employed by
Cox Automotive Inc. for eight years, leading some of the largest sales divisions for
AutoTrader and Kelley Blue Book. Ferri also spent 12 years with Asbury Automotive
Group as Director of Digital Marketing.
“I am delighted to join Presidio and help numerous friends and contacts I have in
the industry with their investment banking needs,” said Ferri.
Ferri joins a seasoned team of professionals dedicated to ARS clients of Presidio
seeking to raise capital to grow their business, monetize assets, and make
acquisitions.
Presidio believes a paradigm shift in the auto retail industry is occurring, and we work with clients who are part
of that revolution. These companies often use digital technology that enhances customer service and boosts
market share for dealerships. The goal of our ARS team is to foster “win-win” partnerships in the auto retail
industry, which encompasses dealers and the companies that support their sales and service.
Presidio sees the importance of having relationships with companies that support the auto retail space today
and those whose technology will play a role in the future auto retail model. COVID-19 has created unique
opportunities for firms with digital sales and service platforms that allow for touchless delivery and other new
services. We can help those companies find partners that enhance their offerings to create a market in their
space.

SELECT AUTO RETAIL SERVICES ACTIVITY
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ABOUT THE PRESIDIO GROUP
The Presidio Group is an independent merchant banking firm focused on investment banking and principal
investing primarily but not exclusively in the automotive retail and consumer mobility sectors. We work with
clients on mergers and acquisitions, private capital raising and investing in dealerships, and in companies
servicing the auto retail services and consumer mobility sector both today and in the future. Our team has an
unmatched breadth and depth of experience in the auto retail and technologies sectors as well as deep
relationships in the broader corporate and financial communities.
Founded by current CEO Brodie Cobb in 1998, Presidio has the simple mission to relentlessly put the interests of
its clients first. By 2016 Presidio’s three business segments had grown and developed unique needs. Accordingly,
Presidio spun out its private equity division and merged its investment advisory subsidiary with Tiedemann
Advisors. We retained ownership of our merchant bank and continue to focus on the auto retail sector.
Collectively in their careers, the professionals at The Presidio Group have closed over 195 auto transactions
valued at approximately $12 billion and it remains a leader in the automotive sector.

PRESIDIO TEAM MEMBERS
Brodie Cobb
Founder and CEO
bcobb@thepresidiogroup.com
(415) 449-2525

George Karolis
President
gkarolis@thepresidiogroup.com
(678) 831-5520

Doug Stewart
Principal
dstewart@thepresidiogroup.com
(415) 449-2522

Keith Style
Principal
kstyle@thepresidiogroup.com
(678) 831-5523

Stephane Ferri
Principal
sferri@thepresidiogroup.com
(678) 831-5517

Alex Watterson
Vice President
awatterson@thepresidiogroup.com
(678) 831-5516

Lawrence Pier
Vice President
lpier@thepresidiogroup.com
(415) 449-2542

Lauren Pfohl
Director of Marketing
lpfohl@thepresidiogroup.com
(678) 831-5518
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CONTACT US
We hope you have enjoyed our 2020 Annual Market Profile. As the leading investment
bank in the auto dealer sector, we would be pleased to discuss any of the subjects in our
report or other questions you may have. Just call us, and we will give you our view points
on Where the Rubber Meets the Road!

(415) 449-2500
auto@thepresidiogroup.com
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