
i������'JOBODJBM�.BOBHFST�4PDJFUZ
�*OD� �������������������������������������������'.4JOD�PSH�*OEVTUSZ*OTJHIUT

$�SXEOLFDWLRQ�RI�WKH�)LQDQFLDO�0DQDJHUV�6RFLHW\

)&%(*/(�50�$01&�8*5)�*/5&3&45�3"5&�6/$&35"*/5:�
#Z�*SB�,BXBMMFS
�.BOBHJOH�%JSFDUPS
�)FEHF4UBS

���PG��

.PTU�NBSLFU�PCTFSWFST�GBDF�B�DPOVOESVN��"GUFS�
TFFJOH�B�DIBOHF�JO�QSJDFT�JO�WJSUVBMMZ�BOZ�NBSLFU
�
JUÒT�EJGGJDVMU�UP�EJTDFSO�XIFUIFS�TBJE�DIBOHF�SFGMFDUT�
UIF�CFHJOOJOH�PS�DPOUJOVBUJPO�PG�B�USFOE�JO�UIBU�
EJSFDUJPO
�PS�JG�UIF�DIBOHF�JT�B�UFNQPSBSZ�EJTUPSUJPO�
TPPO�UP�CF�SFWFSTFE��8JUI�JOUFSFTU�SBUFT
�IPXFWFS
�
XF�IBWF�B�VOJRVF�DPOTJEFSBUJPO�Ï�UIF�'FEFSBM�
3FTFSWF�	UIF�Ô'FEÕ
���

5IF�'FE�IBT�VOQBSBMMFMFE�JOGMVFODF�JO�UIJT�TFDUPS
�
BOE�TFBTPOFE�GPSFDBTUFST�LOPX�CFUUFS�UIBO�UP�
JHOPSF�UIF�'FEÒT�QVCMJD�TUBUFNFOUT��"T�PG�UIJT�XSJUJOH
�
UIF�'FE�JT�VOBNCJHVPVTMZ�QSPKFDUJOH�JOUFSFTU�SBUF�
JODSFBTFT��0G�DPVSTF
�UIJT�QSPKFDUJPO�SFTUT�PO�BO�
FYQFDUFE�DPOUJOVBUJPO�PG�UIF�DVSSFOU�FDPOPNJD�
FYQBOTJPO
�BT�XFMM�BT�B�TBOHVJOF�PVUMPPL�GPS�
JOGMBUJPO��8IJMF�CPUI�PG�UIFTF�GPSFDBTUT�XJMM�MJLFMZ�CF�
UFTUFE�BU�TPNF�QPJOU�JO�UIF�GVUVSF
�UIF�'FE�DBO�CF�
FYQFDUFE�UP�TJHOBM�BOZ�SFWJTJPO�PG�JUT�TFOTJCJMJUJFT�JG�
BOE�XIFO�UIFZ�XFSF�UP�DIBOHF��6OUJM�UIFO
�IPXFWFS
�
IJHIFS�JOUFSFTU�SBUFT�TFFN�NPTU�MJLFMZ�

5IF�NPSF�SFMFWBOU�RVFTUJPO
�UIFO
�JT�OPU�XIFUIFS�
JOUFSFTU�SBUFT�XJMM�SJTF
�CVU�SBUIFS�IPX�IJHI�UIFZ�BSF�
MJLFMZ�UP�HP��"OTXFSJOH�UIJT�RVFTUJPO�SFRVJSFT�BU�
MFBTU�FOPVHI�IVNJMJUZ�UP�BENJU�UIBU�OPCPEZ�LOPXT�
GPS�TVSF�Ï�OPU�FWFO�UIF�'FE��5IBU�TBJE
�JOUFSFTU�
SBUF�GVUVSFT�NBSLFUT�PGGFS�DMVFT�BT�UP�DPOTFOTVT�
FYQFDUBUJPOT�GPS�B�WBSJFUZ�PG�CFODINBSL�JOUFSFTU�
SBUFT��'PS�FYBNQMF
�XJUI�POF�PG�UIF�NPTU�BDUJWFMZ�
USBEFE�GVUVSFT�DPOUSBDUT
�UISFF�NPOUI�-*#03�JT�POF�
TVDI�CFODINBSL�SBUF��5IFTF�DPOUSBDUT�FGGFDUJWFMZ�
SFWFBM�XIFSF�UIJT�LFZ�JOUFSFTU�SBUF�JT�FYQFDUFE�UP�CF�
BU�UISFF�NPOUI�JOUFSWBMT�PWFS�UIF�OFYU����ZFBST��"OE�
XIJMF�GVUVSFT�QSJDFT�BEKVTU�XJUI�USBEJOH�FWFSZ�EBZ
�
UIFZ�PGGFS�FYQMJDJU
�PCKFDUJWF�GPSFDBTUT�BU�BOZ�QPJOU�JO�
UJNF���

8F�DBO�BMTP�MPPL�UP�CPOE�BOE�OPUF�GVUVSFT
�GFE�
GVOET�GVUVSFT�BOE�TXBQ�GVUVSFT�GPS�BOBMPHPVT�
GPSFDBTUT�PG�PUIFS�CFODINBSL�JOUFSFTU�SBUFT��#FTJEFT�
PGGFSJOH�SBUF�TQFDJGJD�GPSFDBTUT
�UIFTF�WBSJPVT�GVUVSFT�
QSJDFT�TFSWF�BT�UIF�GPVOEBUJPO�GPS�QSJDJOH�B�CSPBE�
BSSBZ�PG�PWFS�UIF�DPVOUFS�JOUFSFTU�SBUF�EFSJWBUJWFT��

#VJMEJOH�B�)FEHF
8IJMF�JUÒT�HFOFSBMMZ�VOEFSTUPPE�UIBU�JOUFSFTU�SBUF�
EFSJWBUJWFT�DBO�QSPUFDU�BHBJOTU�SJTJOH�PS�GBMMJOH�
JOUFSFTU�SBUFT
�UIF�TUBSUJOH�QPJOU�GPS�UIF�QSPUFDUJPO�
EFSJWFT�GSPN�GVUVSFT�QSJDJOH�DVSWFT�BT�PG�UIF�EBUF�
UIF�EFSJWBUJWF�JT�USBOTBDUFE��5IVT
�JG�B�IFEHFS�XBOUFE�
UP�VTF�B�EFSJWBUJWF�UP�MPDL�JO�BO�JOUFSFTU�SBUF�UPEBZ
�
UIF�SBUF�UIBU�XPVME�CF�BWBJMBCMF�UP�UIBU�GJSN�XPVME�
CF�DPOTJTUFOU�XJUI�UIF�DPOTFOTVT�GPSFDBTU��*O�PUIFS�
XPSET
�UIF�IFEHFS�TFFLJOH�UP�MPDL�JO�SBUFT�XPVME�
IBWF�UP�BDDFQU�UIF�DPOTFOTVT�GPSFDBTU�SBUF�BT�JUT�
IFEHJOH�PCKFDUJWF�Ï�SFHBSEMFTT�PG�XIFUIFS�UIF�TQPU�
JOUFSFTU�SBUF�IBQQFOT�UP�CF�IJHIFS�PS�MPXFS�UIBO�UIBU�
DPOTFOTVT�GPSFDBTU�SBUF�BU�UIBU�UJNF���

%FQFOEJOH�PO�UIF�OBUVSF�PG�UIF�FYQPTVSF
�UIF�
EJGGFSFODF�CFUXFFO�DVSSFOU�TQPU�JOUFSFTU�SBUFT�BOE�
UIF�JNQMJFE�GPSFDBTUFE�SBUFT�VOEFSMZJOH�JOUFSFTU�
SBUF�EFSJWBUJWFT�NJHIU�CF�BEWFSTF�PS�CFOFGJDJBM��
5IFTF�EBZT
�GPS�JOTUBODF
�XJUI�DPOTFOTVT�GPSFDBTUT�
BOUJDJQBUJOH�SBUF�JODSFBTFT
�IFEHJOH�XJUI�EFSJWBUJWFT�
UFOET�UP�JNQPTF�TPNFXIBU�PG�B�DPTU�GPS�IFEHJOH�
BHBJOTU�SBUF�JODSFBTFT
�XIJMF�BU�UIF�TBNF�UJNF�
PGGFSJOH�B�CFOFGJU�UP�FOUJUJFT�GBDFE�XJUI�UIF�PQQPTJUF�
SJTL�PG�GBMMJOH�JOUFSFTU�SBUFT��	*G�ZPV�DBO�CPSSPX�UPEBZ�
BU���
�CVU�UIF�NBSLFU�PGGFST�UIF�PQQPSUVOJUZ�UP�MPDL�
VQ�B�GVUVSF�GVOEJOH�DPTU�PG�����
�ZPVÒSF�GPSDFE�UP�
BDDFQU�B����CBTJT�QPJOU�QFOBMUZ��PO�UIF�PUIFS�IBOE
�
JG�ZPV�DBO�JOWFTU�BU����UPEBZ
�UIBU�TBNF�EFSJWBUJWF�
XPVME�MFU�ZPV�JOWFTU�JO�UIF�GVUVSF�BU�����
�UIFSFCZ�
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PGGFSJOH�B����CBTJT�QPJOU�CFOFGJU�


$POTJEFS�UIF�DBTF�PG�B�DPNNFSDJBM�FOUJUZ�UIBU�
FYQFDUT�UP�JTTVF�UISFF�ZFBS�EFCU�JO�UIF�DPNJOH�GPVS�
NPOUIT
�XIFSF�UIF�QSPTQFDU�PG�IJHIFS�JOUFSFTU�SBUFT�
IBT�TUJNVMBUFE�JOUFSFTU�JO�FOUFSJOH�JOUP�BO�JOUFSFTU�
SBUF�TXBQ�UP�MPDL�JO�UIF�JOUFSFTU�SBUF�PO�BO�JOUFOEFE�
GVOEJOH��5ISFF�DSJUJDBM�RVFTUJPOT�XPVME�IBWF�UP�CF�
BTLFE�

���8IBU�CFODINBSL�JOUFSFTU�SBUF�DBO�CF�TFDVSFE�
GPS�UIF�UISFF�ZFBS�QFSJPE�TUBSUJOH�JO�GPVS�
NPOUIT �	5IJT�RVFTUJPO�EJTUJMMT�UP�HFUUJOH�B�RVPUF�
GPS�UIF�GJYFE�SBUF�PO�B�GPSXBSE�TUBSUJOH�UISFF�ZFBS�
TXBQ�


���8IBU�JT�UIF�DSFEJU�TQSFBE�UIBU�UIF�GJSN�XPVME�
MJLFMZ�CFBS
�SFMBUJWF�UP�UIJT�CFODINBSL�JOUFSFTU�
SBUF 

���(JWFO�UIF�FYQFDUFE�BMM�JO�SBUF�	J�F�
�UIF�TXBQÒT�
GJYFE�SBUF�QMVT�UIF�FYQFDUFE�DSFEJU�TQSFBE

�XIBU�
QPSUJPO�PG�UIF�JOUFSFTU�SBUF�FYQPTVSF�UIBU�UIF�
GJSN�JT�GBDJOH�TIPVME�CF�IFEHFE 

*O�UIF�DVSSFOU�FOWJSPONFOU
�UIJT�BMM�JO�JOUFSFTU�SBUF�
TIPVME�CF�FYQFDUFE�UP�DPNF�JO�BU�B�SBUF�IJHIFS�UIBO�
UIF�DPTU�PG�GVOET�UIBU�UIF�DPNQBOZ�XPVME�CFBS�JG�JU�
XFSF�UP�JTTVF�EFCU�UPEBZ��5IJT�IJHIFS�UIBO�UPEBZÒT�
JOUFSFTU�SBUF�NJHIU�EJTDPVSBHF�UIF�DPNQBOZ�GSPN�
IFEHJOH
�CVU�JU�TIPVMEOÒU�QSFDMVEF�JU��5IF�BQQSPQSJBUF�
RVFTUJPO�JT�IPX�NVDI�PG�UIF�FYQPTVSF�TIPVME�CF�
BEESFTTFE�XJUI�B�EFSJWBUJWF
�HJWFO�UIF�GJYFE�SBUF�MFWFM�
UIBU�UIF�EFSJWBUJWF�BMMPXT�UIF�GJSN�UP�BDDFTT �

%FBMJOH�XJUI�6ODFSUBJOUZ
"MPOH�XJUI�UIF�JNQMJFE�GJYFE�SBUF�BWBJMBCMF�XJUI�
UIF�EFSJWBUJWF
�B�DPNQMFNFOUBSZ�DPOTJEFSBUJPO�
JT�UIF�CVTJOFTT�KVEHFNFOU�BT�UP�UIF�QSPCBCJMJUJFT�
BTTPDJBUFE�XJUI�JOUFSFTU�SBUFT�VMUJNBUFMZ�GBMMJOH�
CFMPX
�SFBDIJOH�PS�SJTJOH�BCPWF�UIF�JNQMJFE�SBUFT�
VOEFSMZJOH�UIF�EFSJWBUJWF��*U�TIPVME�CF�DMFBS�UIBU�
JG�UIF�NBSLFU�GPS�TXBQT�BMMPXFE�UIJT�QSPTQFDUJWF�
CPSSPXFS�UP�MPDL�JO�BO�BMM�JO�DPTU�PG�GVOET�BU
�TBZ���
�
XIJMF�BU�UIF�TBNF�UJNF�FYQFDUJOH�SBUFT�UP�SJTF�FWFO�
IJHIFS
�IFEHJOH�XPVME�CF�QBSUJDVMBSMZ�BUUSBDUJWF��0O�
UIF�PUIFS�IBOE
�IFEHJOH�XPVME�CF�MFTT�BUUSBDUJWF�JG�

UIF�GJSN�EJEOÒU�FYQFDU�NBSLFU�JOUFSFTU�SBUFT�UP�SJTF�
BCPWF�����&YUFOEJOH�UIJT�MJOF�PG�UIJOLJOH�GVSUIFS
�
JU�NBZ�CF�JOUFSFTUJOH�UP�SFBMJ[F�JG�UIF�DPOTFOTVT�
GPSFDBTU�SFGMFDUFE�JO�UIF�QSJDJOH�PG�UIF�EFSJWBUJWF�
XFSF�BDUVBMMZ�SFBMJ[FE�	XIJDI�TIPVMEOÒU�CF�FYQFDUFE

�
UIF�TXBQ�XPVMEOÒU�HFOFSBUF�BOZ�QBZPGG�XIBUTPFWFS�
Ï�UIF�DPNQBOZ�XPVME�SFBMJ[F�JEFOUJDBM�FBSOJOHT�
SFHBSEMFTT�PG�XIFUIFS�JU�IFEHFE�PS�OPU���

6OGPSUVOBUFMZ
�UIF�DBMDVMVT�CFDPNFT�NPSF�
DPNQMJDBUFE�CFDBVTF�XF�MJWF�JO�B�XPSME�PG�
VODFSUBJOUZ��5IF�JEFB�PG�OPU�IFEHJOH�BU�BMM�CFDBVTF�
XF�EPOÒU�FYQFDU�NBSLFU�SBUFT�UP�TVSQBTT�UIF�
UISFTIPME�PG�UIF�JNQMJFE�GPSFDBTU�PG�UIF�EFSJWBUJWF�JT�
QSPCMFNBUJD�CFDBVTF�XF�NJHIU�CF�XSPOH��5IVT
�FWFO�
JG�XF�NJHIU�OPU�CFMJFWF�UIF�SBUF�XJMM�NPWF�CFZPOE�
UIBU�DSJUJDBM�WBMVF
�JU�NBZ�TUJMM�CF�SFBTPOBCMF�UP�IFEHF�
TPNF�QPSUJPO�PG�BO�FYJTUJOH�FYQPTVSF��1VU�BOPUIFS�
XBZ
�FWFO�UIPVHI�UIF�NBSLFU�DPOEJUJPOT�GPSDF�UIF�
IFEHJOH�FOUJUZ�UP�MPDL�JO�BO�JNQMJDJU�SBUF�JODSFBTF�
EJDUBUFE�CZ�UIF�QSJDF�PG�UIF�TXBQ
�JUÒT�UIF�QSPCBCJMJUZ�
UIBU�JOUFSFTU�SBUFT�DPVME�NPWF�FWFO�IJHIFS�UIBU�
XPVME�KVTUJGZ�IFEHJOH
�FWFO�BU�B�TFFNJOHMZ�FMFWBUFE�
JOUFSFTU�SBUF����

&NQMPZJOH�UIF�TXBQ�TFSWFT�UP�FMJNJOBUF�UIF�
VODFSUBJOUZ�UIBU�XPVME�PUIFSXJTF�QSFWBJM�JG�UIF�
FYQPTVSF�XFSF�MFGU�VOIFEHFE��8JUI�UIF�TXBQ
�UIF�
DPNQBOZ�TIPVME�IBWF�B�IJHI�EFHSFF�PG�DPOGJEFODF�
UIBU�UIF�BOUJDJQBUFE�BMM�JO�GVOEJOH�DPTUT�JOJUJBMMZ�
DBMDVMBUFE�XPVME�CF�SFBMJ[FE�	TVCKFDU�UP�BDDVSBUFMZ�
GPSFDBTUJOH�UIF�DSFEJU�TQSFBE
�GPS�UIF�QPSUJPO�PG�UIF�
FYQPTVSF�UIBU�UIF�DPNQBOZ�DIPPTFT�UP�IFEHF�

.BOBHJOH�B�)FEHF
5IVT�GBS
�UIF�EJTDVTTJPO�IBT�GPDVTFE�PO�IPX�NVDI�
UP�IFEHF�BU�UIF�TUBSU�PG�UIF�IFEHJOH�QSPDFTT
�CVU�
IFEHJOH�EFTFSWFT�SFDPOTJEFSBUJPO�CPUI�QFSJPEJDBMMZ�
BOE�XIFOFWFS�FDPOPNJD�DJSDVNTUBODFT�DIBOHF�
JO�NBUFSJBM�XBZT��4VQQPTF
�GPS�FYBNQMF
�BO�JOJUJBM�
IFEHF�XBT�JOJUJBUFE�UP�QSPUFDU�BHBJOTU�B�SBUF�JODSFBTF�
UIBU�VMUJNBUFMZ�NBUFSJBMJ[FT��#VU�TVQQPTF�GVSUIFS�
UIBU�XJUI�UJNF�SFNBJOJOH�CFGPSF�UIF�IFEHF�FYQJSFT
�
UIF�NBSLFU�IBT�FWPMWFE
�BOE�OPX�JU�OPX�TFFNT�
NPSF�MJLFMZ�UIBU�JOUFSFTU�SBUFT�DPVME�SFUSFBU��%PFT�
JU�NBLF�TFOTF�UP�NBJOUBJO�UIF�IFEHF�JO�UIF�GBDF�
PG�UIFTF�DIBOHFE�DJSDVNTUBODFT �1SPCBCMZ�OPU��
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IFEHF�BDDPVOUJOH�TFSWJDFT�
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"T�UJNF�QBTTFT�BOE�QFSDFQUJPOT�DIBOHF�BT�UP�UIF�
QSPCBCJMJUJFT�BTTPDJBUFE�XJUI�BEWFSTF�QSJDF�NPWFT
�PS�
JG�UIF�DPNQBOZÒT�SJTL�UPMFSBODFT�DIBOHF
�UIF�EFHSFF�
PG�IFEHF�DPWFSBHF�DPVME�CF�BEKVTUFE�Ï�FJUIFS�VQ�PS�
EPXO��$SJUJDBMMZ
�KVTU�CFDBVTF�B�EFSJWBUJWF�DPOUSBDU�
IBTOÒU�FYQJSFE�EPFTOÒU�OFDFTTBSJMZ�NFBO�JUÒT�QSVEFOU�
UP�NBJOUBJO�IFEHF�DPWFSBHF��

$MFBSMZ
�BO�PSJFOUBUJPO�UIBU�GBWPST�B�EZOBNJD�IFEHF�
BEKVTUNFOU�QSPDFTT�DPVME�PQFO�UIF�EPPS�GPS�BCVTF���
$POTJEFS�UIF�DBTF�PG�UIF�DPNQBOZ�UIBU�TUBSUT�PVU�
XJUI�B�IFEHF�PG�����PG�TPNF�FYQPTVSF��"TTVNF�
UIBU�UIF�GJSN�QFSDFJWFT�UIF�SJTL�BT�CFJOH�NPSF�
QSFTTJOH
�UIVT�BEKVTUJOH�JUT�IFEHF�DPWFSBHF�UP������
-BUFS
�UIF�DPNQBOZ�SFBTTFTTFT�DPOEJUJPOT�BOE�
EFDJEFT�UIBU�UIF�FYQFDUFE�BEWFSTF�SBUF�NPWF�IBT�
SVO�JUT�DPVSTF�TVDI�UIBU�SBUFT�OPX�BSF�FYQFDUFE�UP�
NPWF�CFOFGJDJBMMZ��8JUI�UIJT�SFBTTFTTNFOU
�UIF�GJSN�
EFDJEFT�UP�SFEVDF�JUT�IFEHF�DPWFSBHF�EPXO�UP�����

5ISPVHIPVU�UIJT�BEKVTUNFOU�QSPDFTT
�UIJT�GJSN�
DPVME�SFQSFTFOU�UIBU�JU�JT�NJUJHBUJOH�SJTL
�BMCFJU�BU�
WBSZJOH�EFHSFFT��4UJMM
�XIJMF�JU�NJHIU�CF�BQQSPQSJBUF�
UP�PCTFSWF�UIFTF�LJOET�PG�IFEHF�BEKVTUNFOUT�PWFS�
XFFLT�PS�NPOUIT
�BO�PCKFDUJWF�PCTFSWFS�XPVME�MJLFMZ�
IBWF�B�QSPCMFN�XJUI�UIFTF�LJOET�PG�BEKVTUNFOUT�JG�
UIFZ�XFSF�NBEF�PWFS�UIF�DPVSTF�PG�B�TJOHMF�USBEJOH�
EBZ��5IF�NPSBM�IFSF�JT�UIBU�IFEHF�BEKVTUNFOUT�
TIPVME�CF�JNQMFNFOUFE�PO�UIF�CBTJT�PG�TPNF�
QSFWJPVTMZ�EFWJTFE�QMBO�UIBU�SFGMFDUT�UIF�DPNQBOZÒT�

SJTL�NBOBHFNFOU�PSJFOUBUJPO�BOE�QPMJDJFT��5IVT
�B�
NFDIBOJDBM�SVMF�UIBU�JNQPTFT�BO�PCKFDUJWF�EJTDJQMJOF�
PO�UIF�IFEHF�BEKVTUNFOU�QSPDFTT�JT�QSFGFSBCMF�UP�
BE�IPD�BTTFTTNFOUT�SFMBUJOH�UP�BEKVTUJOH�IFEHF�
QPTJUJPOT��6OGPSUVOBUFMZ
�JUÒT�OPU�DMFBS�UIBU�BOZ�TJOHMF�
SVMFT�CBTFE�BQQSPBDI�XJMM�CF�BQQSPQSJBUF�JO�BMM�
DJSDVNTUBODFT��

8IFO�DPOTJEFSJOH�BO�PCKFDUJWF�IFEHF�NBOBHFNFOU�
QMBO
�JUÒT�DSJUJDBM�UP�CF�TFOTJUJWF�UP�UXP�PQQPTJOH�
DPODFSOT��JG�ZPVÒSF�TUBSUJOH�XJUI�QBSUJBM�IFEHF�
DPWFSBHF�BOE�JOUFSFTU�SBUFT�NPWF�BEWFSTFMZ
�JUÒT�
OBUVSBM�UP�XBOU�UP�JODSFBTF�UIF�EFHSFF�PG�IFEHF�
DPWFSBHF��PO�UIF�PUIFS�IBOE
�BU�TPNF�QPJOU
�UIF�
QSPTQFDU�PG�JOUFSFTU�SBUFT�BDIJFWJOH�B�UPQ�	PS�CPUUPN
�
NJHIU�HBJO�HSFBUFS�DVSSFODZ��1SVEFOU�NBOBHFST�
XJMM�QFSJPEJDBMMZ�SFWJFX�UIFJS�IFEHF�DPWFSBHF�BOE�
BEKVTU�UIFJS�QMBOT�BDDPSEJOHMZ
�SFGMFDUJOH�B�GPSXBSE�
MPPLJOH�PSJFOUBUJPO�BT�UP�UIF�DIBOHJOH�QSPCBCJMJUJFT�
BTTPDJBUFE�XJUI�GVUVSF�JOUFSFTU�SBUF�DIBOHFT�
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