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ALIOTO LAW FIRM

JOSEPH M. ALIOTO (State Bar No. 42680)

ANGELINA R. ALIOTO-GRACE (State Bar No. 206899)
JOSEPH M. ALIOTO, JR. (State Bar No. 215544)
THOMAS P. PIER (State Bar No. 235740)

555 California Street, Suite 3160

San Francisco, CA 94104

Telephone: (415) 434-8900

Facsimile: (415) 434-9200

GRAY, PLANT, MOOTY, MOOTY & BENNETT, P.A.
DANIEL R. SHULMAN (MN State Bar No. 100651)
Admitted Pro Hac Vice

500 IDS Center, 80 South Eighth Street

Minneapolis, MN 55402

Telephone: (612) 632-3335

Facsimile: (612 632-4335

Attorneys for Plaintiff CLINTON REILLY

FOR THE NORTHERN DISTRICT OF CALIFORNIA
SAN FRANCISCO DIVISION

CLINTON REILLY, CASE NO: C 06-04332 SI

)
)
Plaintiff, ) DECLARATION OF DANIEL R.
V. ) SHULMAN IN SUPPORT OF
) PLAINTIFF’S MOTION FOR
MEDIANEWS GROUP, INC.; et al., ) TEMPORARY RESTRAINING ORDER
) AND ORDER TO SHOW CAUSE
Defendants. )
) Date: November 20, 2006
) Time: 3:30 p.m.
) Dept: Courtroom 10
Judge: Hon. Susan Illston

DOCUMENT SUBMITTED UNDER SEAL

DECLARATION OF DANIEL R. SHULMAN IN SUPPORT OF PLAINTIFE’S
MOTION FOR TEMPORARY RESTRAINING ORDER AND ORDER TO SHOW CAUSE
C 06-04332 SI
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I, Daniel R. Shulman, declare as follows:

1. I'am and have been at all times material herein one of the attorneys representing
the plaintiff above-named, Clinton Reilly, in the above-captioned case, and T make this
declaration in support of the plaintiff’s motion for a temporary restraining order and order to
show cause based on my personal knowledge of the facts and matters stated herein.

2. Attached hereto as Exhibit 1 is a true and correct copy of a letter agreement
between defendants The Hearst Corporation (“Hearst””) and MediaNews Group, Inc.
(“MediaNews”), dated April 26, 2006, produced by MediaNews in response to plaintiff’s
requests for production of documents as Bates number MNGH001117-18. This document was
also produced by Hearst in response to plaintiff’s requests for production of documents as Bates
number HEARST000632-33.

3. Attached hereto as Exhibit 2 is a true and correct copy of Hearst document
HEARSTO000318-26, produced in response to plaintiff’s document requests, of which the first
two pages are a memorandum of April 18, 2006, to the Board of Directors of Hearst from Victor
F. Ganzi, President and Chief Executive Officer, and the remaining pages are a memorandum of
April 18, 2006, to Mr. Ganzi from George B. Irish and Steven R. Swartz, with carbon copies to
Frank A. Bennack, Jr., Ronald J. Doerfler, James M. Asher, and Mark Hasson.

4, Attached hereto as Exhibit 3 is a true and correct copy of Hearst document Bates
number HEARST 097631-35, a March 28, 2006, letter and attachments from James Asher of
Hearst to Joseph Lodovic of MediaNews, produced by defendant Hearst in response to plaintiff’s
requests for production of documents.

5. Attached hereto as Exhibit 4 is a true and correct copy of document Bates number
GCNTO004533-34, a series of e-mails dated April 25-26, 2006, produced by defendant Gannett

Co, Inc. (“Gannett”), in response to plaintiff’s requests for production of documents.
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6. Attached hereto as Exhibit 5 is a true and correct copy of document Bates number
HEARST097218-20, a June 13, 2006, e-mail and attached “Hearst/ MNG High Level Issues List”
from Kathleen Werner to Joseph Lodovic and others at MediaNews, with copies to James Asher
at Hearst and others, produced by defendant Hearst in response to plaintiff’s requests for
production of documents.

7. Attached hereto as Exhibit 6 is a true and correct copy of an article from The San
Jose Mercury News of October 21, 2006, entitled “Mercury News Announces It Will Lay Off
101 Employees.”

8. Attached hereto as Exhibit 7 is a true and correct copy of an article from
ContraCostaTimes.com of November 3, 2006, entitled “Bay Area papers to move into new
home,” found at http://www.contracostatimes.com/mld/cctimes/business/15919141.htm.

0. Attached hereto as Exhibit 8 is a true and correct copy of an article from
ContraCostaTimes.com of November 3, 2006, entitled “San Ramon Valley Times building for
sale,” found at http://Www.contracostatimes.com/mld/cctimes/news/breaking_news/ 15924971 him.

10. Attached hereto as Exhibit 9 is a true and correct copy of a posting dated
November 1, 2006, entitled “Layoffs Imminent at Major East Bay Dailies,” appearing on the
web site East Bay Express Blogs, http://www.eastbayexpress.com/blogs/?p=211.

11. Attached hereto as Exhibit 10 is a true and correct copy of a posting dated
November 3, 2006, entitled “Oakland Tribune to Abandon Downtown,” appearing on the web
site East Bay Express Blogs, http://www.eastbayexpress.com/blogs/?p=250.

12. Attached hereto as Exhibit 11 is a true and correct copy of document Bates
number HEARST001527-37, of which the first two pages are a memorandum of J uly 26, 2006,
from Mr. Ganzi to the Hearst Board of Directors, and the remaining pages are a memorandum of

July 26, 2006, to Mr. Ganzi from Messrs. Irish and Swartz, with copies to Messrs. Bennack,
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Doerfler, Asher, and Hasson, which document was produced by Hearst in response to plaintiff’s
document requests.

13. Attached hereto as Exhibit 12 is a true and correct copy of document Bates

~number STMN-02-000792 to SIMN-02-000797 produced in response to plaintiff’s document

requests by The McClatchy Company (“McClatchy”).

14. Attached hereto as Exhibit 13 is a true and correct copy of document Bates
number KR-01-000118 to KR_—01-000132 produced in response to plaintiff’s document requests
by McClatchy.

15.  Attached hereto as Exhibit 14 is a true and correct copy of an e-mail dated
November 10, 2006, from John Armstrong, publisher of The Oakland Tribune, The Contra Costa
Times, and other Bay Area newspapers owned by defendants, “Subject: Employee Update.”

I declare, under penalty of perjury and the laws of the State of California, that the
foregoing is true and correct. Executed on this 16th day of November, 2006, at Minneapolis,

Minnesota.

s/ Daniel R. Shulman
Daniel R. Shulman

GP:2025684 v1
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The Hearst Corporation -
959 Eighth Avenue
New York, NY 10019

April 26, 2006

MediaNews Group, Inc.
1560 Broadway

Denver, Colorado 80202
Attn. Joseph J. Lodovic, IV

Re: Cooperative Arrangements

Dear Jody:

The Hearst Corporation (“Hearst”) and MediaNews Group, Inc. (“MediaNews”) agree that they shall
negotiate in good faith agreements to offer national advertising and internet advertising sales for their San
Francisco Bay area newspapers on a Joint basis, and to consolidate the San Francisco Bay area
distribution networks of such newspapers, all on mutually satisfactory terms and conditions, and in each
case subject to any limitations required to ensure compliance with applicable law.

In addition, Hearst and MediaNews agree that, with respect to the newspapers owned by each of them on
the date of this letter, they shall work together in good faith to become affiliated with the networks
operated by Career Builder LLC (“Career Builder”) and Classified Ventures, LLC (“Classified
Ventures”) on the same terms, and each of Hearst and MediaNews further agrees that neither of them
shall enter into any agreement, arrangement or understanding to participate in Career Builder or
Classified Ventures or their respective networks with respect to such newspapers unless the other party is
offered the opportunity to participate on identical terms. If the parties are unable to enter into
arrangements with Career Builder and Classified Ventures, they agree to cooperate with each other in
exploring other alliances for internet classified advertising. Any arrangements with respect to Career
Builder, Classified Ventures or such other alliances shall be on mutually satisfactory terms and conditions
and subject to any limitations required to ensure compliance with applicable law,

This letter agreement shall be governed by and construed in accordance with the laws of the State of New
York. This letter agreement shall not be amended except by a writing signed by both parties.

NYB 1527047.2

CONFIDENTIAL MNGH001117



The Hearst Corporation
April 26, 2006
Page 2

Kindly sign this letier agreement in the space indicated to evidence your agreement with the foregoing.
Very trely yours,

THE HEARST CORPORATON

By l& ﬂl—'
Jaffies M. Asher
S¢nior Vice President

ACCEPTED AND AGREED
this Z6th day of Aprit, 2006

MEDIANEWS GROUP, INC.

oovie, [V

ToscpHJ. I

President

CONFIDENTIAL MNGH001118
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The Hearst Corporation

Viclor F Ganzj 959 Bighth Avemie

President and New York NY 10019

Chlef Executive Officer Tel: 212 649 2103
Fax 212246 3630

April 18, 2006

STRICTLY PERSONAL & CONFIDENTIAL

THE BOARD OF DIRECTORS
THE HEARST CORPORATION

Re:  Proposed Investment — MediaNews Group, Inc.

Dear Ladies and Gentlemen:

From time to time over the past 10 years, Frank Bennack and I have explored with Dean
Singleton the possibility of Hearst making an investment in MedigNews Group, Inc.
("MediaNews"). We believe that Dean is a strong and effective operator of newspapers
and that he has built a solid company which today includes 48 daily newspapers and 38
weeklies with combined circulation of 2 million daily and 3 million on Sunday. Almost
half of the newspapers are located in California and are primarily held in MediaNews-
controlled partnerships with Gannett Co. Inc. and Stephens Media Group. MediaNews
was founded in 1985 by Dean and Richard B. Scudder, and today the two of them still
countrol this privately-held company.

As described in the enclosed memorandum from Newspaper management, we now have
an opportunity to make an investment in MediaNews. This opportunity arises in
connection with MediaNews' purchase of four newspapers that The McClaichy Company
is acquiring as part of its acquisition of Knight Ridder, Inc. The newspapers are the San
Jose Mercwry News, the Contra Costa Times, the St. Paul Pioneer Press and The
Monterey County Herald. Hearst would provide approximately $265 million in equity to
MediaNews. The final terms and details of our investment are under negotiation and
definitive agreements have not yet been concluded. MediaNews, however, plans to sign
a binding purchase and sale agreement with McClatchy within the next week. In order to
provide McClatchy with assurance of the availability of our equity investment, Hearst
will agree to purchase for approximately $265 million the St. Paul and Monterey
newspapers directly if MediaNews fails to do so, MediaNews wil) indemnify Hearst
from all loss or liability under such agreement. As part of this overall transaction,
Gannett will be making an additional investment of approximately $160 million, while
approximately $215 million will be provided by Stephens Media. :

The Hearst Family Trust

4(c)-1
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Whether or not we finalize our agreement to invest in MediaNews, MediaNews will enter
into two agreements of strategic importance to Hearst. First, Hearst and MediaNews will
agree to coordinate their Internet employment classified advertising strategy. Both
groups of newspapers will seek to become part of the CareerBuilder Internet employment
site which is now owned by Gannett, Knight Ridder and Tribune Company. If this does
not occur, Hearst and MediaNews will jointly seek other Internet partnerships. Second,
MediaNews will agree that iis Bay Area newspapers, including those acquired from
McClatchy, will cooperate with the San Francisco Chronicle in such areas as national
advertising sales, Internet advertising sales and newspaper distribution.

At a special Board meeting called for Friday, April 21, 2006 at 2:30 pan. Eastern
Daylight Savings Time, we will be asking the Board to authorize management to make
the investment in MediaNews and to provide the agreement 1o MecClatchy described
above. Both Frank and I join Newspaper management in recommending this transaction
to the Board.

We look forward to discussing this matter at the special Board meeting. Please do not
hesitate to contact Frank, George Irish, Ron Doerfler, Jim Asher, Steve Swartz or me in
the event you have any questions or comments prior to this meeting.

All good wishes,

Sincerely yours,

Victor F. Ganzi

Enclosure

cc:  Eve Buron, Esg.

Catherine A. Bostron, Esq.
Steven R. Swartz

HEARST000319
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Hearst Newspapers Memorandum

Date: April 18, 2006

To:  Victor F. Ganzi cc:  Frank A. Bennack, Jr.
Ronald J. Doesfler
From: George B. Irish James M. Asher, Esq.
Steven R. Swartz Mark Hasson

Re:  Proposed Investment — MediaNews Group, Inc.

MediaNews Group, Inc., the newspaper company headed by William Dean Singleton, is
agreeing to buy four newspapers that The McClatchy Company is acquiring as part of its
purchase of Knight Ridder, Inc. The newspapers are the St. Paul (MN) Pioneer Press, the
Monterey (CA) County Herald, the San Jose (CA) Mercury News and the Contra Costa
(CA) Times.

As part of this transaction, The Hearst Corporation has an opportunity to invest in
MediaNews, a well-run company with an attractive portfolio of mostly small to mid-sized
newspapers, many of which are in good growth markets in the Western states. (See
Schedules A and B). This investment also offers several strategic benefits. For example,
MedjaNews will agree that its Bay Area newspapers, including those acquired from
McClatehy, will cooperate with the San Francisco Chronicle, where legally permissible,
in such areas as national advertising sales, Internet advertising sales, newspaper:
distribution and potentially production.

In addition, MediaNews will agree to join with Hearst Newspapers in an effort to gain
membership for both of our companies' newspapers in the CareerBuilder Intemet
employment web site, which is now controlled by Gannett Co. Inc., Tribune Company
and Knight Ridder. Further, the two companies will agree to jointly seek another Internet
employment alliance if either is denied membership in CareerBuilder.

Hearst has agreed in principle to invest approximately $265 million in MediaNews in
return for a significant minority stake with substantial governance rights. Hearst's
investment in MediaNews would be structured so that Hearst would have no voting rights
and no equity in MediaNews' existing Bay Area assets, which include the Alameda
Newspapers Group and the Marin Independent Journal, as well as San Jose and Contra
Costa. The investment would be extended to include all of these Bay Area assets if
approval from the Department of Justice can be obtained. The final terms of the
transaction between Hearst and MediaNews are currently being negotiated and are
subject to the execution of definitive agreements.

Because of Hearst’s ownership in Hearst-Argyle, there are newspaper/television cross-
ownership issues with respect to 12 existing MediaNews newspapers, plus Monterey.

~ REDACTED

HEARST000320
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Contra Costa would potentially create an

additional cross-ownership issue if Hearst's investment were extended to include all of
the Bay Area assets. While we expect to receive waivers as the Federal Communications
Commission continues its review of the cross-ownershi p rule, if the rule is not eliminated
or modified, we would relinguish our governance rights with respect to the affected
newspapers 1o be in compliance with the rule.

In order to provide McClatchy with assurance that Hearst's equity is available to enable
MediaNews to complete its transaction with McClatchy, Hearst will agree to purchase the
St. Paul and Monterey newspapers for approximately $265 million directly from
McClatchy in the event MediaNews defaults on its agreement to purchase. MediaNews
will indemnify Hearst against all loss or liability under Hearst’s agreement with
McClatchy, even if MediaNews and Hearst are unable to reach a definitive investment
agreement. In all events, the agreements concerning Bay Area cooperation and
CareerBuilder would remain in force,

REDACTED

Because of MediaNews’ concentration inrelatively smaller newspapers that are largely in
good growth markets and the tax benefits available from the transaction, we believe that

HEARST000321
Confidential - Subject to Protective Order



this investment represents a good opportunity at a reasonable price. We also believe that
an alliance with another large newspaper company brings significant strategic benefits
not only to San Francisco but to all of our newspapers, particularly with respect to
Internet classified advertising. ’

We respectfully seck Board of Directors approval for the investment in MediaNews
based on the terms outlined above,

HEARST000322
Confidential - Subject to Protective Order



Schedule A
MediaNews Group, Inc.

. Overview of MediaNews

MediaNews was founded in 1985 by William Dean Singleton and Richard B. Scudder.
Today, the company owns all or part of 48 daily newspapers and 38 weeklies. Six of the
existing newspapers, all located in the San Francisco Bay Area, will not be included in .
the Hearst investment. (Schedule B lists the newspapers of MediaNews). The company’s
newspapers are located in 10 states with almost half of those newspapers in California.
Daily circulation of the newspapers is 2 million and Sunday circulation is 3 million.

The structure of MediaNews is complicated by its participation in several partnerships
and in five Joint Operating Agreements. The following is a summary of those
arrangements.

MediaNews Partnerships

The California Newspapers Partnership

Through its West Coast MediaNews LLC, MediaNews has a 54.23% interest in the
California Newspapers Partnership. The partnership was formed by MediaNews,
Stephens Media Group and Gannett, each of whom contributed newspapers, 21 in all.
MediaNews controls the partnership and manages the newspapers. For tax reasons,
MediaNews has not contributed the Long Beach Press Telegram and the Los Angeles
Daily News to the venture. Stephens owns 26.28% and Gannett 19.49% of the
partnership. This partnership owns the Bay Area newspapers that Hearst will not have an
interest in.

Texas—New Mexico Newspapers Partnership

MediaNews owns 59.36% of this partnership with Gannett owning 40.64%. Initiatly, the
partnership was comprised of the El Paso (TX) Times and five small daily newspapers in
New Mexico. In December 2005, the partnership was expanded to include three daily
newspapers published by MediaNews in southern Pennsylvania and Gannett’s
Chambersburg, Pennsylvania newspaper.

Colorado Publishing Company LLP

MediaNews and The E.W. Scripps Company formed this entity in February 2006.
MediaNews contributed its small daily and weekly newspapers published by Eastemn
Colorado Publishing Company. Scripps contributed the assets of the Daily Camera and
the Colorado Daily, both published in Boulder, Colorado. Additionally, MediaNews paid
Scripps approximately $20.4 million to obtain a 50% interest in CPC.

HEARST000323
Confidential - Subject to Protective Order



Joint Operating Apteements

Denver Newspaper Agency :

The Denver Post (MediaNews) and Rocky Mountain News (Scripps) are produced and
published by the Denver Newspaper Agency. Each company has a 50% interest in the
agency, which is independently run. Editorial and related expenses are incurred by each
company outside the JOA.

Newspaper Agency Corporation

The Salt Lake Tribune (MediaNews) and The Deseret Morning News (Deseret News
Publishing Company) are produced by an agency that is 50% owned by both parties.
MediaNews receives 58% of the JOA remainder. Editorial and related expenses are

incurred by each company outside the JOA.

Detroit Newspaper Partnership, L.P.

MedijaNews purchased the stock of The Detroit News, Inc. for approximately $25 million
in August 2005. MediaNews will receive a fixed preferred distribution from the JOA as
follows: in the years 2006 and 2007, the fee will be $5 million annually; in 2008 and
2009, 34 million annually; in 2010 and 2011, $3 million annually; and the fee will be
$1.9 million in each year thereafter. In addition, MediaNews will have an opportunity to
receive incremental distributions beginning in 2009, based on profit growth. MediaNews
is reimbursed for its news and editorial expenses associated with publishing the Detroit
News.

- York Newspaper Company
The York, Pennsylvania JOA was restructured in 2004, with MediaNews obtaining 100%
of the agency through the acquisition of the masthead and other tangible assets of the
York Daily Record. On December 26, 2005, MediaNews contributed its JOA. interest to
the Texas-New Mexico Newspapers Partnership.

Charleston Newspapers Holdings, L.P.

In exchange for $55 million, MediaNews in 2004 transferred its general partnership
interest in the JOA and the masthead of the Charleston Daily Mail to Charleston
Newspapers Holdings, LP. MediaNews does not share in any profits or losses of the
partnership, but it does receive a fee for continuing to operate the Daily Mail newsroom.
The JOA pays all of the Daily Mail’s news and editorial expenses.

MediaNews — Other Assets

In Texas, MediaNews owns four radio stations in Breckenridge and Grabam.
MediaNews also owns the CBS affiliated television station KTVA in Anchorage, Alaska.

HEARST000324
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MediaNews Group Properties

Schadule B
Circulalion
Ownership % Dally Sunday
Wholly Ownad 100 00%
Los Angeles Dally News - Los Angeles, CA 178.207 200,065
Long Beach Press Telegram - Long Beach, CA 96,269 105,538
Connecticut Post - Bridgeport, CT 73,350 90,203
Lowell Sun - Lowell, MA 50.527 52,378
Berkshire Eagle - Berkshire, MA 27,187 30.168
Senline} & Enlerptiss - Fitchburg, MA 17,997 17an
Norih Adams Transcrdpl - Nosth Adams, MA 6,140 -
Braltieboro Reformer - Bratileboro. VT 9,845 B
Benninglon Banner - Bennington, VT 1254 -
Subtotal 465,826 496,129
Jolnt Operating Agresments {(JOA)
Denver Post ~ Denver, CO 268.004 735,621
The DetroR News - Delro, M1 218,841 682,798
Selt Loke Triune - Salt Lake City, UT 130,351 150,852
Sublotal 696,732 1.659.985
Colorado Publishing Company LLP 50 00%
Daily Camera - Bouldes, CO 32,559 38.708
Colorado Daily - Boulder. CO 20,000 -
Joumal Advocale - Sterling, CO . 5,532 -
Forl Morgan Times - Fort Morgan, CO 4,577 -
Lamar Dally News - Lamar. CO 2679 -
Sublptal 65,347 38,708
Taxas - Now Mexlco Nowspapers Partnership 59 36%
£l Paso Times - Bl Paso, TX 72,872 87,163
Las Cruces Sun News - Las Cruces, NM 22,077 24.908
Farmington Dally Times - Famnington, NM 17,0908 19.344
Carisbad Cuiren! Argus - Carlsbad, NM 7.998 8.223
Silver City Sun News - Silver Cify, NM 7,782 -
Alamogordo Dally News - Alamegonio, NM 6,879 8,103
Deming Headlight - Deming, NM 3.000 -
York Dally Racord & Sunday News - York, PA (also a JOA} 79,536 90,714
Lebanon Dally News - Lebanon, PA . . 20,519 20,313
Evening Sun - Hanover. PA 19,815 21228
Public Opinlon - Chambersburg, PA 18,431 -
Sublotal 276,897 279,897
Californla Newspapers Partnership 54 23%
The Sap Bemardino St - San Bernardino, CA 69.713 78,221
In} ley Dalty Bulletin - Ontarlo, CA 64.082 73,517
San Gibriet Valley Tribune - San Gabriel Valley, CA 47,406 48,878
ChicoEnlerprise Retord - Chico. CA 33,824 33.368
Pasadena Slar-News - Pasadena. CA 31,036 30,713
Times-Herald - Vaflejo, CA 21,094 22412
Fireka Times-Standard - Eureka, CA 19,139 20.933
The Reporter - Vacaville, CA 18,267 19,643
Whitlier Dafly News - Whittier, CA 16.864 17,561
Dally Democral - Woodtand, CA 9.90% 10,218
Ukizh Dally Journal - Uklah, CA 7,750 8.125
Redlands Dally Facls - Rediands, CA 71,304 7405
Red Bluff Dally News - Red Blulf, CA 7479 -
Lake Counly Record-Bee - Lakeport, CA 7,120 -
Sublotat 360,759 371,114
Total 1,786,125 2,765,219 .
Callfornla Newspapers Partnsrship - Bay Arsa
{Nof included In Hearst Investment}
* The Oakland Tribune - Oakland, CA 67.895 65,339
* TriValiey Herald - Pleasaston. CA 43723 43,508
Masin Independent Joumal - Marin, CA 40,464 40,288
* Dally Review - Hayward, CA 39.044 39,835
* San Mateo County Times - San Maleo, CA 35,764 -
* Argus - Fremont. CA 33,647 33418
Total 260,737 222,388
Totat 2,046,862 2977607

* Alameda Newspapers Group newspapers

411812006 Schedule B — MNG Newspapers CircA
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Schedule C
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