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Oath or Affirmation

I, Dennis M. Marker, affirm that to the best of my knowledge and belief, the
accompanying financial statements and supplemental information pertaining to the firm
of EquiTrust Marketing Services, LLC, as of December 31, 2001, are true and correct. I
further affirm that neither the Company nor any principal officer or director has any
proprietary interest in any account classified solely as that of a customer.

Lo 7 o

Dennis M. Marker
President

JENNIFER A. SOUDER

',w. 4873
/ COMMISSION NO. 70
/ M) ? Q% MY COMMISSION EXPIRES
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This report contains:

(X) (a) Facing page

(X) (b) Statements of Financial Condition

(X) (c) Statements of Operations

(X) (d) Statements of Cash Flows

(X) (e) Statements of Changes in Members’ Equity

() (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors

(X) (g) Computation of Net Capital

(X) (h) Computation for Determination of Reserve Requirements Pursuant to Rule
15¢3-3

( ) (@) Information Relating to the Possession or Control Requirements Under Rule
15¢3-3

( ) ()  Areconciliation, including appropriate explanation, of the Computation of
Net Capital Under Rule 15¢3-1 and the Computation for Determination of
the Reserve Requirements Under Exhibit A of Rule 15¢3-3

( ) (k) A reconciliation between the audited and unaudited Statements of Financial
Condition with respect to methods of consolidation

X) () An Oath or Affirmation

( ) (m) A copy of the SIPC Supplemental Report

(X) (n) Independent Auditors’ Supplementary Report on Internal Control
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i’IERNST& YOUNG & Ernst & Young Lip & Phone: (515) 243-2727

Suite 3400 www.ey.com
8071 Grand Avenue
Des Moines, lowa 50309-2764

Report of Independent Auditors

The Members
EquiTrust Marketing Services, LLC

We have audited the accompanying statements of financial condition of
EquiTrust Marketing Services, LLC as of December 31, 2001 and 2000, and the related
statements of operations, changes in members’ equity, and cash flows for the years then
ended. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of EquiTrust Marketing Services, LLC at December 31,
2001 and 2000, and the results of its operations and its cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States.

Our audits were made for the purpose of forming an opinion on the financial statements
taken as a whole. The accompanying supplemental schedules are presented for purposes
of additional analysis and are not a required part of the financial statements, but are
supplementary information required by Rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the auditing procedures applied in
our audits of the financial statements and, in our opinion, is fairly stated in all material
respects in relation to the financial statements taken as a whole.

W e %;"’“'2 £Lp
February 5, 2002

Ernst & Young LLP is a member of Ernst & Young international, Ltd.
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EquiTrust Marketing Services, LLC

Statements of Financial Condition

Assets

Investments, at market value:
EquiTrust Money Market Fund, Inc. (approximates cost)
Provident Money Market Fund, Inc. (approximates cost)

Accounts receivable

Due from EquiTrust Investment Management Services, Inc.

Due from Farm Bureau Life Insurance Company
Due from EquiTrust Life Insurance Company
Other assets

Total assets

Liabilities and members’ equity

Liabilities:
Due to Farm Bureau Life Insurance Company
Due to Kansas Farm Bureau Life Insurance Company
Due to United Farm Family Life Insurance Company
Accounts payable and accrued expenses

Total liabilities

Members’ equity:
Series A member’s equity
Series B member’s equity
Series C member’s equity
Series D member’s equity
Total members’ equity
Total liabilities and members’ equity

See accompanying notes.

0201-0263671

December 31
2001 2000
$ 120,331 $268,687

817,866 251,996
938,197 520,683
62,587 60,184
49,431 49,538
27,375 22,833
53,899 70,599
89,348 106,821
$1,220,837 $830,658
$ 126,788 $ 90,856
- 39,953

- 24,650

158,765 183,314
285,553 338,773
804,400 350,277

- 83,123

98,602 25,514
32,282 32,971
935,284 491,885
$1,220,837 $830,658




EquiTrust Marketing Services, LLC

Statements of Operations

Year Ended December 31
2001 2000
Revenues:
Administrative service fees $14,997,261  $18,140,924
Investment income:
Dividends from EquiTrust Money Market Fund, Inc. 9,123 19,117
Dividends from other investment 20,591 6,584
Interest - 9,728
Net investment gains - 913
Total revenues 15,026,975 18,177,266
Expenses:
Regulatory fees and expenses 89,006 125,059
Salaries and related expenses 970,769 919,978
Other operating expenses 14,399,641 17,475,361
Total expenses 15,459,416 18,520,398
Loss before income taxes (432,441) (343,132)
Income taxes - 11,950
Net loss $ (432,441) $ (355,082)

See accompanying notes.
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EquiTrust Marketing Services, LLC

Statements of Changes in Members’ Equity

Series A Series B Series C Series D Total
Member’s Member’s Member’s Member’s Members’
Equity Equity Equity Equity Equity
Balance at January 1, 2000 $ 585,327 $62,304 $ 83,806 $ - $ 731,437
Capital contributions ' - - 43,597 71,933 115,530
Net income (loss) for 2000 (235,050) 20,819 (101,889) (38,962) (355,082)
Balance at December 31, 2000 350,277 83,123 25,514 32,971 491,885
Capital contributions 1,000,000 - 24,486 62,304 1,086,790
Capital distributions - (83,123) (127,827) - (210,950)
Net income (loss) for 2001 (545,877) - 176,429 (62,993) (432,441)
Balance at December 31, 2001 $ 804,400 $ - $ 98,602 $32,282 $ 935,284

See accompanying notes.
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EquiTrust Marketing Services, LLC

Statements of Cash Flows

Operating activities
Net loss for year
Adjustments to reconcile net loss to net cash provided by
(used in) operating activities:
Amortization of investment discounts and premiums
Net investment gains
Changes in operating assets and liabilities:
Accrued interest receivable
Accounts receivable
Due from EquiTrust Investment Management Services,
Inc. :
Due from Farm Bureau Life Insurance Company
Due from EquiTrust Life Insurance Company
Receivable under tax allocation agreement
Other assets
Due to Farm Bureau Life Insurance Company,
Kansas Farm Bureau Life Insurance Company and
United Farm Family Life Insurance Company
Accounts payable and accrued expenses
Net cash used in operating activities

Investing activities
Sale of U. S. Treasury notes
Net cash provided by investing activities

Financing activities

Capital contributions from members
Capital distributions to members

Net cash provided by financing activities
Increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information
Cash paid for income taxes

See accompanying notes.

0201-0263671

Year ended December 31

2000

1999

$ (432,441) $(355,082)

- 287
- (913)

- 1,485
2,403)  (4,125)
107 19,531
(4,542) 1,544
16,700  (20,385)

- 2,985
17473 (60,301)
(28,671) 141,193
(24,549)  (2,838)
(@58,326) (277,119)
— 200,000

— 200,000
1,086,790 115,530
(210,950) -
875,840 115,530
417,514 33411
520,683 482272

$ 938,197 $ 520,683
$ - $ 8965



EquiTrust Marketing Services, LLC

Notes to Financial Statements
December 31, 2001

1. Significant Accounting Policies
Organization

EquiTrust Marketing Services, LLC (the Company) engages primarily in the sale of
shares of EquiTrust Series Fund, Inc. and EquiTrust Money Market Fund, Inc. (EquiTrust
Funds) sponsored by Farm Bureau Life Insurance Company, which is an indirect wholly-
owned subsidiary of FBL Financial Group, Inc.

At December 31, 2001, the Company has one Series A member, FBL Financial Services,
Inc., a wholly-owned subsidiary of FBL Financial Group, Inc., one Series C member,
United Farm Family Life Insurance Company and one Series D member, Missouri Farm
Bureau Life Insurance Company (the Members). On January 1, 2001, the Series B
member, Kansas Farm Bureau Life Insurance Company, merged with Farm Bureau Life
Insurance Company. As a result, the Series B members’ equity of $83,122 was
distributed.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all investments in
mutual funds where the majority of the underlying investments are of a short-term nature
(i.e., money market funds) to be cash equivalents.

Commission Revenue and Expense

Administrative service fees and other operating expense generally consist of commission

revenue and expense related to the sale of mutual fund shares and variable products.
Commissions are recognized on a trade-date basis, which is the date a trade is executed.

0201-0263671 6



EquiTrust Marketing Services, LLC

Notes to Financial Statements (continued)

2. Income Taxes

As a Limited Liability Company, the Company has elected to be classified as a
partnership for federal tax reporting purposes. Therefore, the Company will generally not
be subject to federal or state income taxes. However, in 2000, the Company recorded tax
expense of $11,950 which represents adjustments in connection with the filing of
amendments to tax returns from 1998 and prior. This expense was allocated solely to the
Series A member.

3. Retirement and Compensation Plans

The Company participates with Farm Bureau Life Insurance Company and several other
affiliates in various defined benefit plans covering substantially all employees. The
benefits of these plans are based primarily on years of service and employees’
compensation. The Company and affiliates have adopted a policy allocating the required
contribution to the plans between themselves generally on a basis of time incurred by the
respective employees for each employer. Pension expense aggregated $79,928 and
$100,601 for the years ended December 31, 2001 and 2000, respectively.

The Company and affiliates allocate postretirement benefit expense in a manner
consistent with pension expense discussed above. Postretirement benefit expense
aggregated $605 and $1,120 for the years ended December 31, 2001 and 2000,
respectively.

The Company provides benefits to representatives of the Company, who also serve as
agents to its insurance affiliates, through the Agents’ Career Incentive Plan. Company
contributions to the plan are based upon the individual agent’s earned commissions and
vary based upon the overall production level and the number of years of service.
Company contributions, net of refunds, with respect to this plan during the years ended
December 31, 2001 and 2000 resulted in income of $1,427 and $834, respectively.

4. Regulatory Requirements

The Company is subject to the Securities and Exchange Commission uniform net capital
rule (Rule 15¢3-1), which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined therein, shall not
exceed 15 to 1. Net capital and the related net capital ratio may fluctuate on a daily basis.
At December 31, 2001, the Company had defined net capital of $633,880, which was

020£-0263671 7



EquiTrust Marketing Services, LLC

Notes to Financial Statements (continued)

4. Regulatory Requirements (continued)

$614,844 in excess of its required net capital of $19,036. The Company’s net capital ratio
was .45 to 1. Various other regulatory agencies may impose additional capital
requirements.

The Company is exempt from maintaining a special reserve bank account under
Rule 15¢3-3(k)(1).

5. Limited Liability Company Agreement

The Limited Liability Company Agreement approved by the Members outlines the
capital structure of the Company, capital contributions to be made by the Members,
allocations of revenues and expenses to the Members and distributions to the Members.

Interests in the Company are divided into Series, with the interest of each Member
constituting a separate Series. The Company is authorized to issue 100 Series. The holder
of Series A interest, referred to as the principal member, is the only Member with voting
rights for the Company. Associate members are allowed to conduct business relating only
to the sale of variable life insurance, variable annuity and mutual fund products, which
have been approved by the Board of Managers for distribution through the Company.

A separate capital account has been established for each Member and will be established
for each new Member admitted to the Company in the future. Each Member’s capital
account will contain that Member’s initial capital contribution adjusted at the end of each
calendar quarter for: (a) the amount of revenue received by the Company during the
quarter as a result of that Member’s operations; (b) the amount of additional capital
contributions by that Member during the quarter; (c) all costs and expenses directly
incurred by that Member and all costs and expenses allocated to that Member’s Series
during the quarter, including general overhead of the Company; and (d) the amount of all
distributions made to the Member during the quarter. The amount of minimum required
capital for each associate member is currently $50,000. The Members may be called upon
for additional capital contributions in certain situations, including the necessity to
maintain minimum regulatory capital requirements.

Distributions may be made to the principal member at the discretion of the Board of
Managers of the Company. Distributions may be made to an associate member within 30
days after the end of each calendar quarter, provided that such distribution would not
cause that Member’s capital balance to decline below the minimum required capital.

0201-0263671 : 8
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EquiTrust Marketing Services, LL.C

Notes to Financial Statements (continued)

5. Limited Liability Company Agreement (continued)

Associate members may terminate their Series at any time, so long as the balance in their
capital account is greater than zero. The Board of Managers may also terminate the Series
of any associate member if that Member’s capital account is less that the minimum
required capital and the associate member has failed to honor a capital call for the
shortfall.

6. Related Party Transactions

The Company is reimbursed for sales and related services under an agreement with
EquiTrust Investment Management Services, Inc. (wholly owned by FBL Financial
Services, Inc.), the EquiTrust Funds’ principal underwriter. The agreement provides that
dealers of the EquiTrust Funds would be compensated based on an annual fee charged to
the EquiTrust Funds. As principal dealer of the EquiTrust Funds, the Company received
compensation of $264,344 and $262,033 in the years ended December 31, 2001 and
2000, respectively, from EquiTrust Investment Management Services, Inc.

Additionally, the Company’s registered representatives sell variable universal life and
variable annuity products under an agreement with Farm Bureau Life Insurance
Company. This agreement provides that Farm Bureau Life Insurance Company will
compensate the Company for all commissions paid to its registered representatives plus
$100 per registered representative per year. During the year ended December 31, 2000,
the Company received $13,110,454 (2000 - $15,686,805) from Farm Bureau Life
Insurance Company under the agreement, of which $12,846,110 (2000 - $15,424,772)
was paid directly to the registered representatives serving as the writing agents.

The Company shares certain office facilities and services with the Iowa Farm Bureau
Federation and its affiliated companies. These expenses are allocated to the Company on
the basis of cost and time studies that are updated annually, and consist primarily of
salaries and related expenses, travel, and occupancy costs. Aggregate payments for such
expenses were approximately $1,793,474 and $1,262,730 for the years ended
December 31, 2001 and 2000, respectively.

The Company participates in a management agreement with FBL Financial Group, Inc.
Under this agreement, FBL Financial Group, Inc. provides general business,
administrative analysis, and management services to the Company. During the years
ended December 31, 2001 and 2000, the Company incurred expenses under this contract
of $4,125 and $5,883, respectively.

0201-0263671 9



EquiTrust Marketing Services, LLC

Notes to Financial Statements (continued)

7. Subsequent Event

On January 14, 2002, a capital call notice was sent to the Series D member in order to
bring its capital account up to the minimum amount, as described in Note 5. The payment
in the amount of $17,718 was received by the Company on January 25, 2002.
Additionally, excess capital of $37,616 was wired to Series C on January 30, 2002.

0201-0263671

10



Supplemental Information



.

H e

- e Em e

EquiTrust Marketing Services, LLC

Computation of Net Capital — Part IIA

w

w

e

December 31, 2001

Computation of Net Capital

Total ownership equity from Statement of Financial
Condition
Deduct ownership equity not allowable for Net
Capital
Total ownership equity qualified for Net Capital
Add:
A. Liabilities subordinated to claims of general
creditors allowable in computation of net capital
B. Other (deductions) or allowable credits
Total capital and allowable subordinated liabilities
Deductions and/or charges:
A. Total nonallowable assets from Statement of
Financial Condition (Notes B and C):
1. Accounts receivable
2. Due from EquiTrust Investment Management
Services, Inc.
3. Due from Farm Bureau Life Insurance
Company
4. Due from EquiTrust Life Insurance Company
5. Other assets
B. Secured demand note deficiency
C. Commodity futures contracts and spot
commodities — proprietary capital charges
D. Other deductions and/or charges
Other additions and/or allowable credits
Net capital before haircuts on securities positions
Haircuts on securities [computed, where applicable,
pursuant to 15¢3-1 (f)]:
A. Contractual securities commitments
B. Subordinated securities borrowings
C. Trading and investment securities:
1. Exempted securities
2. Debt securities
3. Options
4. Other securities
D. Undue concentration
E. Other

10. Net Capital

0201-0263671

$935,284
935,284
935,284
$62,587
49,431
27,375
53,899
89,348 $282,640
- (282,640)
652,644
$ —
18,764
- $(18,764)
5633880
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EquiTrust Marketing Services, LLC

Computation of Net Capital — Part IIA (continued)

Computation of Basic Net Capital Requirement
Part A
11. Minimum net capital required (6-2/3% of line 19) $ 19,036
12. Minimum dollar net capital requirement of reporting broker or
dealer and minimum net capital requirement of subsidiaries

computed in accordance with Note (A) 5,000
13. Net capital requirement (greater of line 11 or 12) 19,036
14. Excess net capital (line 10 less 13) 614,844
15. Excess net capital at 1000% (line 10 less 10% of line 19) 605,325

Computation of Aggregate Indebtedness

16. Total A.L liabilities from Statement of Financial Condition $285,553
17. Add:
A. Drafts for immediate credit $ -
B. Market value of securities borrowed for which no
equivalent value is paid or credited -
C. Other unrecorded amounts - -
19. Total aggregate indebtedness 285,553

20. Percentage of aggregate indebtedness to net capital (line 19 +
by line 10) 45%

21. Percentage of debt to debt-equity total computed in accordance
with Rule 15¢3-1 (d) -

Notes

(A) The minimum net capital requirement should be computed by adding the minimum dollar
net capital requirement of the reporting broker dealer and, for each subsidiary to be
consolidated, the greater of:

1. Minimum dollar net capital requirement, or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is
used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured
demand note covered by subordination agreements not in satisfactory form and the market
values of memberships in exchanges contributed for use of company (contra to item 1740)
and partners’ securities which were included in non-allowable assets.

(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of
material non-allowable assets.
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EquiTrust Marketing Services, LL.C

Statement Relating to Certain Determinations
Required Under Rule 15¢3-3 — Part I[TIA

December 31, 2001

Computation for Determination of Reserve Requirements
Pursuant to Rule 15¢3-3:

Exemptive Provision

25. If an exemption from Rule 15¢3-3 is claimed, identify below the
section upon which such exemption is based (check one only)
A. (k)(1) - Limited business (mutual funds and/or variable

B.

C.

D.

0201-0263671

annuities only)

(k)(2)(i) — “Special Account for the Exclusive Benefit of
customers” maintained

(k)(2)(ii) - All customer transactions cleared through another
broker-dealer on a fully disclosed basis. Name of clearing
firm

(k)(3) — Exempted by order of the Commission

13
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EquiTrust Marketing Services, LLC
Statement Pursuant to Rule 17a-5(d)(4)
December 31, 2001

There are no differences between the computation of net capital under Rule 15¢3-1
included in this audited report and the computation included in the Company’s
corresponding unaudited Form X-17A-5 Part IIA filing as of December 31, 2001.

0201-0263671 14
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Independent Auditors’ Supplementary
Report on Internal Control

The Members
EquiTrust Marketing Services, LLC

In planning and performing our audit of the financial statements and supplemental
schedules of EquiTrust Marketing Services, LLC (the Company) for the year ended
December 31, 2001, we considered its internal control, including control activities for
safeguarding securities, to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
(the SEC), we have made a study of the practices and procedures followed by the
Company, including tests of such practices and procedures that we considered relevant to
the criteria stated in Rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15c¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following: (1) making quarterly securities examinations,
counts, verifications, and comparisons; (2) recordation of differences required by
Rule 17a-13; and (3) complying with the requirements for prompt payment for securities
under Section 8 of Federal Reserve Regulation T of the Board of Goverors of the
Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of internal controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the criteria of internal control and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or

Ernst & Young LLP is a member of Ernst & Young International, Ltd.
0201-0263671 15



disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in
accordance with accounting principles generally accepted in the United States.
Rule 17a-5(g) lists additional criteria of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in any internal control or the practices and procedures
referred to above, misstatements due to errors or fraud may occur and not be detected.
Also, projections of any evaluation of internal control to future periods are subject to the
risk that internal control may become inadequate because of changes in conditions, or
that the effectiveness of its design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in
which the design or operation of one or more of the specific internal control components
does not reduce to a relatively low level the risk that errors or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not
be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving internal control, including
control activities for safeguarding securities, and its operation that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that meet the criteria referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes
in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not meet such criteria in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company’s practices and procedures were adequate at December 31,
2001, to meet the SEC’s critenia.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, the National Association of Securities Dealers, and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934

in their regulation of registered brokers and dealers, and is not intended to be and should
not be used by anyone other than these specified parties.

W *Wiif

February 5, 2002
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