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IIPEAT'OBOP

®DakynTETOT 3a TypHU3aM U OM3HHUC JIOTUCTHKA MTPU Y HUBEP3UTETOT ,,I'o11e JlemueB* Bo
HTun, 6eme opranu3aTop Ha Tperara meryHapogHa HayuyHa KoH(pepenuuja ,, I Ipean3sunm Ha
Typu3MOT U O6u3Huc Joructrka Bo 21 Bek™. Kondepennujara ce oapxa Ha 13 HoemBpu 2020
roauHa Ha matdgopmara Microsoft Teams, co moBeke o 90 ydecHUIM O MaTHYHATA 3eMja U
cTpancTBo. OBaa roanHa MeryHapoJIHUOT HayuyeH KOMHUTET Opou eMUHEHTHH Ipodecopu of
Hamiara 3emja u Haja 15 crpancku 3emju kako M3paen, lllmanuja, @pannuja, Mongasuja,
Wranmja, I'puuja, Eruner, [loncka, Typuuja, Pomanuja, byrapuja, Cpouja, XpBarcka, bocHa u
XepuerosuHa u CioBeHuja.

Ilenta Ha oBaa KOH(QEpeHlHja € Ja MPOMOBHUpa IOrojeMo pa3Oupame Ha OU3HHC
aJIMUHUCTpAIMja, JIOTUCTUKATA, TYPU3MOT M YTrOCTUTEICTBO BO OJHOC Ha YIPaBYBamETO,
eKoOHOMHM]jaTa, 00pa30BaHUETO W MpeTnpueMHUINTBOTO. OBa moapazOupa neka (GoKycoT Ha
YUECHUIIUTE TO HACOUMBME KOH HajHOBHUTE TPEHAOBU M MPEIU3BUIIA BO BPCKa CO Pa3BOjOT Ha
TYpU3MOT, MEHAIUPAKHETO CO KOMITAHUHTE, Ma3apoT Ha TPy, MOKHOCTHUTE 3a MPUIOOUBKU U
npodut, U3rIeaAuTe 3a MoAoO0pa KOHKYPEHTHOCT Ha MeIYHapOAHHOT Maszap, IITO MaK €
UMIIepaThB 3a (PMHAHCHUCKATa CTAOMITHOCT Ha HaIlaTa 3eMja BO IeJTMHA.

HiMeHo, cO MPUCTUTHATUTE TPYIOBU U aBTOPCKUTE UCTPAXKyBamba C€ OCTBApH LieTa Ha
KOH(epeHIMjaTa - a Toa € OI[CHYBambEeTO Ha TEKOBHATA COCTOj0a M MAHUTE U3TIICAH 32 Pa3BO)j
Ha MHKpO IUIaH IITO C€ OJHECYBa Ha JIOMAIIHUOT Ia3ap, Kako U JIBH)KeWara Ha riodajiHara
€KOHOMHja, TIOATOTBYBAjKU ja OM3HMC 3aeTHUIIATA 33 MPEAU3BUIIMTE CO KOM K€ CE COOUyBaaT
IpU OCTBAPYBAHETO HA HHUBHHUTE MMM, WTO J¢ (aKTo BIMjae BP3 OJPKYBAKETO Ha
¢uHAHCHUTE 0COOEHO BO BPEMETO KOE TO JKMBEEME IO IPUTHCOKOT Ha MaHAeMHUjaTa.

[IpenopakuTe KOU ce MpeHecoa ce OJIHeCyBaaT KakKo Jia ce 3ajaKHyBa KalaluTeTOT Ha
KOMITAHUUTE KaKO M MPOMEHHUTE BO PETyJaTHBHTE KOM T'O AMKTHpAaT HAIIMOT mar KoH EVY.
Juckycunte BO TEKOT Ha KoH]epeHIMjaTa Oea ONrOoBOp Ha Toa Kako pearupaa u ce
MO3UIIMOHNPaa MEHalepuTe Ha (PMHAHCHUCKU CPEICTBA BO YCJIOBU Ha TOJIEM Ia3apeH PU3MK,
na3apHu LIOKOBU M TypOyJeHIMHM M Kako Tpeba Ja ce MOArOTBYBAaaT MHBECTUTOPUTE BO
MOCJIMHA CEKTOpU. TpyHoBUTE NpUKa)xkaa M3TJIeAN U KOH UIHATA MHTETpaIfja Ha 3eMjUTe OJl
3anazneH bankan, co OCBPT Ha Jl0CeralllHUTE MMOCTUTHYBamba U WIHUTE NPEAU3BUILIM IIpe]l OBHE
€KOHOMHH KaKO ¥ pa3MeHa Ha MICKYCTBa Ha CHTE YYECHHUIIM KO CMe JICHEC MTPUCYTHU OJ1 IIOBEKE
3eMjH.

Tokmy oBme mpenopaku Tpeba qa Ougat ABHTAaTe] Ha MpoIecuTe Ha pedopmara BO
HAacoOKa Ha MOJMramke Ha KBAINTETOT Ha 00pa30BaHMETO 3apajy MorojieMa MpoIyKTUBHOCT Ha
TPYAOT, KOHKYPEHTHOCT HAa €EKOHOMHjaTa U HaMallyBame Ha HEYCOTIaceHOCTa Ha MOHy/1aTa Ha
BEIITUHU U KOMIIETEHIIMY KaKo M modapyBaykaTa Ha a3apoT Ha TPpY/.

[TocTurHYBamETO HA OBHE IEJIM € 3aeJHMYKA 3a/1a4a Ha CUTE OHME IITO CE BO IMO3UIH]a
Jla TO J1a1aT CBOjOT MPHUA0HEC 32 UMIUIEMEHTalK]ja Ha pehOpMUTE BO OMIITECTBOTO. TOKMY THE
pedopmu, THEe TPOMEHN BO HAUYMHOT Ha MPUCTAI, METOI0JI0TH]a Ha padoTa U OpraHu3aIlyja, He
Tpeba Ja T'v mpaBUMe caMo 3a J1a CTaHeMe JIeN 01 EKOHOMCKHOT OJIOK, TYKy Ja Oujat BO HacoKa
Jla TIOCTUTHEME HEUITO APYro, MHOTY IMO3HAYajHO, OJHOCHO CHTE HAITOPH IIITO TH MPaBHME Ja
OujaT 3a ocTBapyBame Ha IMOBHCOK CTeNeH Ha OmarococrojOaTa Ha HAIIWTE rpafaHu, 3a
CO3/IaBamk-e Ha JIOCTOMHCTBEHH YCIIOBH 32 KUBOT M paboTa.

Bo peruonor, meryroa u mnomupoko, Bo EBpoma, ucKycTBaTa ce Hajpa3jIdyHH.
HannyBame Ha yclemHW, W Ha HE TOJKY YCHEIIHH Mojeld. TOKMYy BakBUTE HaydHHTE
KOH(epeHIMH, aedaTuTe ITO Ce pa3BUBAaT TyKa, c€ HajA0OpPHOT HAauMH 3a pa3MeHa Ha
HCKYCTBa, 32 WICHTH(HKANMja HA TMPEIU3BHIUTE W TEPCIEKTHBUTE, 3a CIIOPEoyBamke Ha
MOJIENIUTE ¥ TPETHUPAKHETO HA HUBHUTE HEOCTATOLM MIIM IIPETHOCTH, MEF'yTOA U MPE3EHTUPAE
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Ha MOYKHUTE HOBUM KOMOMHMpaHH Mojenu. Enxykanujara Ha HOBUTE TeHEpalluu KOU Ke Oujar
HNOATOTBEHH Ja CE€ COOYaT CO NMPEIU3BUIMTE LITO T'M HOCH Tio0aiu3anyjaTta, € 3aeIHUYKU
NpeIU3BUK Ha YHUBEP3UTETHTE, HA OM3HMC 3aeAHUIATA, HO U Ha IICHTpaJHaTa U JIOKaJIHaTa
BJIACT.

I Tym, ['maBen ypeaHuk
13 Hoemspu 2020 IIpo¢. a-p Tartjana bomkos, /exan
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PREFACE

The Faculty of Tourism and Business Logistics in Gevgelia, part of the University Goce
Delchev from Shtip, hosted the Third International Scientific Conference, "Challenges of
Tourism and Business Logistics in the 21st Century". The conference was held on 13" of
November 2020 on the platform Microsoft Teams, with more than 90 participants from the
country and abroad. This year the International scientific committee included eminent
professors from our country and more than 15 from foreign countries, such as Israel, Spain,
France, Moldova, Italy, Greece, Egypt, Poland, Turkey, Romania, Bulgaria, Serbia, Croatia,
Bosnia and Herzegovina and Slovenia.

The aim of this conference is promoting a greater understanding of the business
administration, logistics, tourism and hospitality in terms of management, economics,
education and entrepreneurship. In that context, the focus of our participants was on the latest
trends and challenges related to tourism development, company management, labour market,
opportunities for gain and profit, opportunities for better competitiveness in the international
market, which is imperative for the financial stability of our country entirely.

Furthermore, the conference papers and authors’ researches fulfilled the aim of the
conference, the assessment of the current situation and future prospects for the development of
the micro plan in terms of the domestic market, as well as the global economy changes, prepared
the business community for the challenges that will they face during their goal achievement,
which de facto affects the maintenance of finances especially in the time we live under the
pandemic pressure.

The detection of the conditions that have been presented is a real mirror of where we
are, where we have been, and what is even more difficult, to answer the question what next?
Achieving these goals is a common task of all those who are in a position to contribute to the
implementation of reforms in society. Exactly those reforms, those changes in the way of
approach, methodology of work and organization, we should not make only to become part of
the economic block, but to be in the direction of achieving something else, something much
more significant - efforts for achieving a higher degree of well-being of our citizens, for creating
dignified living and working conditions.

In the region, but also beyond, in Europe, the experiences are diverse. We come across
successful and not so successful models. Exactly such scientific conferences, debates that
develop here, are the best way to exchange experiences, to identify challenges and perspectives,
to compare models and how to treat their disadvantages or advantages, but also to present
possible new combined models. The education of the new generations that will be ready to face
the challenges posed by globalization is a common challenge of the Universities, the business
community, but also of the central and local government.

Shtip, Editor
November, 13", 2020 Tatjana Boshkov, Ph.D. Dean
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FINANCIAL PERFORMANCE MEASURING OF A HOTEL COMPANY
- CASE STUDY

Marko Milasinovié*; Aleksandra Mitrovié?; Stefan Milojevié®

Abstract

Measuring the financial performance of a company is an important task put not only before the
management that manages the company, but for all those who are interested in its business.
Based on the measurement results, it is possible to see whether it is necessary to take corrective
action (achieved not in accordance with the desired), as well as to make new business decisions.
This measurement is largely based on information from the financial statements of a company.
Since financial statements contain a large amount of data, it is necessary to apply one of the
techniques for their analysis, in order to obtain useful information for making business
decisions. Ratio analysis is most often used for these purposes. The paper will present the
selected ratio of liquidity and profitability indicators on a specific example of a hotel company.
The methods used in the research are logical analysis and synthesis, content analysis and case
study.

Key Words: financial performance, ratio analysis, hotel company
JEL classification: M41, G30

Introduction

Performance measurement is an important component of the decision-making process
(Hatkanir, 2006). As Krsti¢ & Sekuli¢ (2013) point out, the reason for measuring performance
can be found in the fact that it is not possible to manage what cannot be measured, and it should
help in managing business activities. Performance measurement is very important for all
companies, especially when they operate in conditions of fierce competition and increased risk
(Knezevi¢, 2019), whereat, Mitrovi¢ et al. (2013) indicate that performance measurement
should be performed every year to determine the financial progress of the observed enterprise.

As Bogicevi¢ & Stojanovic¢ (2014) point out, performances can be seen in a narrower and
broader sense. The same authors state that the narrower view of financial performance focuses
only on profitability indicators, while the broader approach is based, in addition to profitability
indicators, also on liquidity, solvency and activity indicators, with the assessment based on
information from financial statements.

The paper aims to examine the financial performance of a hotel company by applying ratio
analysis, as the most commonly used method of analyzing financial statements. Since there are
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3Stefan Milojevié, MSc, Teaching Assistant, Alfa BK University, Faculty of Finance, Banking and Auditing, Palmira

Toljatija 3, Belgrade, Serbia, phone: +381 112609754, e-mail: aviation.adviser@gmail.com

228


mailto:marko.milasinovic@kg.ac.rs
mailto:aleksandra.stankovic@kg.ac.rs
mailto:aviation.adviser@gmail.com

Tpera Mefynaponna Hayuna Kongepenuuja
MNPEAU3BULNTE BO TYPU3MOT U BU3HUC JIOTUCTUKATA BO 21 BEK »ISCTBL 2020«

a large number of indicators, the focus of the paper will be on liquidity and profitability
indicators. Having in mind the specifics of the operation and business of hotel companies in the
previous period, the paper will examine the financial performance of a hotel company in the
period from 2014 to 2018. In addition to the introduction and conclusion, the paper consists of
two parts. After introductory considerations, in the first part, the attention will be focused on
financial statements, as the end products of the company's accounting function and the main
means of informing external stakeholders about the company's operations. In the second part,
the ratio analysis will be pointed out, as one of the most frequently used techniques of financial
analysis, where its theoretical aspects will be followed by a practical example in the case of the
hotel company Srbija, SC Belgrade. Concluding remarks are given at the end of the paper.

Financial statements as a source of financial information

Financial statements can be defined in different ways. According to International Accounting
Standard 1 — The Presentation of Financial Statements, they are defined as reports that are
intended to meet the needs of users who are not in a position to require entities to prepare reports
intended for their specific information needs (IAS 1). According to the same standard, the
purpose of financial statements is to provide information about the financial position, financial
performance and cash flows, which is useful for making economic decisions of a wide range of
users, and they also show the results achieved by management in managing the resources
entrusted (IAS 1). Based on the concept and purpose of financial statements defined in this way,
it can be concluded that they are primarily intended for external stakeholders (creditors,
suppliers, customers, government and its bodies, etc.), in order to provide them with
information on financial activities and financial health of companies on the basis of which they
will make adequate business decisions. As Milojevi¢ et al. (2020) point out, it is difficult to
imagine a good financial report as an output from an organization with a poor management
structure, and it is logical to state that improvements in corporate governance significantly
contribute to raising the level of information quality in financial statements. Accounting
research has focused a lot of attention on understanding the usefulness of information about
financial statements, and this is understandable because this is crucial for our profession, since
one of the goals of financial reporting and regulation is to make managers accountable to
investors, so there is an efficiency of capital allocations (Ak et al., 2013). Great attention is also
paid to non-formal education when it comes to the accounting profession. (Zivkovié et al., 2020,
p. 40).

As Knezevi¢ & Mitrovi¢ (2017) state, the three basic financial statements used in the evaluation
of financial performance are balance sheet, income statement and cash flow statement. Based
on them, it is possible to see what constitutes accumulated capital at the end of the period, what
is the result (profit or loss) achieved during the observed period and what are the inflows and
outflows of cash during the period (Atrill & McLaney, 2011).

The balance sheet or statement of financial position is a regular financial report, which shows
the size and structure of funds and sources of funds on a particular day, that is, the financial
situation of the company at a particular time. Since it refers to the exact date, Helfert (2001)
explains the balance sheet as a static recording that shows what the company has invested in
certain assets, as well as the way in which those assets were obtained.

The income statement or report on the achieved result indicates the financial result of the

company during the observed time period and in many cases is considered the most important
financial report (Chibili, 2010). It represents an independent and separate part of the balance
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sheet, i.e. the position of equity, whose task is to calculate all revenues and expenditures, and

show the realized periodic result for the observed accounting period of a company (Ili¢ et al.,
1998).

According to Needles & Power (2006), the cash flow statement shows how operating, financial
and investment activities affected the company's cash in the observed accounting period, as
well as how much cash the company has at the end of the observed period. Its purpose is to
provide information on the dynamics of cash flows (cash inflows and outflows) of the company
during the observed reporting period (Puki¢ & Trajcevski, 2012).

Ratio analysis of liquidity and profitability on the example of a specific hotel
company

According to Milojevi¢ & Covié (2020), “The financial statements, as the end product of the
accounting information system, represent a structural presentation of the financial condition
and financial success of the entity’s operations during a specific time horizon”. Financial
statements contain a large amount of information and the analysis is necessary so that their user
focuses only on those that will be useful to him when making business decisions (Mitrovi¢ &
Milasinovi¢, 2019). Numerous financial analysis techniques are available to users, with ratio
analysis being the most used.

The basis of the ratio analysis is the examination of the relationship between the logically
related parts of the financial statements, where their key role is to enable the assessment and
trend of changes in the financial condition of the company. However, the calculation of ratio
numbers alone will not have much significance for the assessment of a company's business,
until it is compared with a certain standard (for more details on the types of standards, see:
Kumar (1985)). Ratio indicators can be grouped in different ways. They are usually grouped as
the liquidity ratios, activity ratios, solvency ratios, profitability ratios and market ratios. In the
following, the selected ratio of liquidity and profitability indicators will be applied.

Liquidity is most often defined as the ability of a company to unconditionally settle obligations
at any time during their maturity (Malini¢ et al., 2019). According to Bogicevi¢ & Stojanovi¢
(2014), the liquidity ratios aim to indicate, on the basis of research and quantification of the
relationship between the balance sheet items, the ability of the company to pay liabilities on the
maturity date. The most commonly used liquidity ratios are the general liquidity ratio, the
reduced liquidity ratio and net working capital. The general liquidity ratio represents the ratio
between current assets and current liabilities, indicating the ability of the company to respond
to short-term liabilities by using all current assets. It is most often stated that a company is
financially strong if the value of this indicator is 2 or more. Since hotel companies have a low
share of inventories in the structure of current assets (most often in the form of food and
beverages), 1.5 (Jagels, 2006) can be taken as the optimal value of this indicator. The reduced
liquidity ratio is a somewhat stricter liquidity ratio than previously stated, as inventories are
excluded from current assets as the most illiquid form of working capital (Walsh, 2006).
Namely, this indicator was obtained by comparing liquid assets (current assets less inventories)
and short-term liabilities. With the value of reduced liquidity ratios of 1 and more, it can be
considered that the liquidity of the observed company is not endangered. Net working capital
represent the difference between current assets and short-term liabilities, i.e. the part of current
assets financed from long-term sources. According to Knezevi¢ et al. (2019) a healthy company
should have sufficient capacity to settle short-term liabilities from working capital, i.e. that the
value of net working capital is higher than 0.
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The values of general and reduced liquidity indicators and net working capital are shown on the
example of the hotel company Srbija SC Belgrade (Table 1). The observed company is
characterized by a high value of all three liquidity indicators, with a present growth trend
(except for the last observed year when there is a downward trend in the ratio of general and
reduced liquidity compared to the previous year). The general liquidity ratio in all observed
years records a value well above 1.5 (which is considered the optimal level for hotel
companies). Also, the value of the second indicator (reduced liquidity ratio) is significantly
above the "recommended"” minimum. Since in the observed years there is a slight difference
between the ratios of general and reduced liquidity, it can be concluded that in the observed
company a small part of current assets are inventories.

Table 1: Selected liquidity indicators of the company

Year
Indicator 2014 2015 2016 2017 2018
General liquidity ratio 1.83 2.09 2.14 2.23 2.10
Reduced liquidity ratio 1.79 2.04 2.08 2.12 2.03
Net working capital (000 RSD) 82.045 121.267 147.856 189.081 229.685

Source: Authors based on the financial statements of the observed company

The key indicator of success in the business of an economy, sector and company is profitability
(Miji¢ & Jaksic, 2016). Profitability in business is one of the conditions for long-term survival
and success in the market (Yazdanfar, 2013). Profitability ratios are used to determine the
earning capacity of companies at different levels, where they are grouped into profit rate
indicators and yield rate indicators. Profit rate indicators are calculated on the basis of
information from the income statement, while yield rate indicators are calculated on the basis
of a combination of information from the balance sheet and income statement. Within the first
group of profitability indicators, the operating profit rate and the net profit rate are most often
used, while the second group is the rate of return on operating assets (ROA) and the rate of
return on equity (ROE). The operating profit rate or operating margin shows the share of
operating profit in the net value of sales revenue and is a very important metric because it
measures efficiency (KneZevic et al., 2019). For the above reason, the company should strive
to have this indicator as high a value as possible. The net profit rate or net margin represents
the ratio between net profit and the net value of sales revenue and is one of the most commonly
used profitability indicators to assess the profitability of business activity. As for the previous
indicator, the company should strive to achieve the highest possible net profit rate. The rate of
return on operating assets (ROA) is the ratio between operating profit and average operating
assets. It shows how many monetary units of operating profit are generated for each monetary
unit that the company has invested in business assets, regardless of the method of obtaining
them. The rate of return on equity (ROE) as the ratio of net results and average equity of the
company, is probably the most important accounting ratio that measures the "lower limit" of
the company's performance and takes into account the interests of shareholders (KneZevi¢ et
al., 2019, p.95), whereat it cannot be said that this indicator is not important for the company
management (Todorovi¢ & Cupié, 2017). Since in modern organizations managers are
responsible for the successful use of share capital, this indicator is often called the managers’
efficiency ratio (Raci¢ et al., 2011).

Table 2 shows the values of the mentioned profitability indicators on the example of the hotel

company Srbija SC Belgrade. The observed company recorded a positive result (business and
net) in all observed years, which was reflected in the fact that all observed indicators have
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positive values. However, there are significant oscillations in the value of profitability
indicators, as well as the fact that ROA and ROE values are below the reference values of 10%
and 15%, respectively (for more details see: Dyson, 2010). One of the possible explanations for
the lower values of these two profitability indicators can be found in the fact that the observed
company is characterized by a high value of liquidity indicators. Namely, the company holding
a large part of its assets in the form of current assets (which usually do not bring returns), and
misses higher returns that less liquid assets could bring (investment in fixed assets may lead to
increased turnover of services), as well as the fact that holding large the quantity of current
assets results in an increase in its maintenance costs.

Table 2: Selected profitability indicators

Year
Indicators 2014 2015 2016 2017 2018
Operating profit rate 3.34% 13.24% 6.38% 16.30% 14.13%
Net profit rate 5.40% 11.28% 6.42% 14.17% 12.87%
ROA 2.50% 5.26% 2.87% 6.38% 5.48%
ROE 3.25% 6.84% 5.47% 14.24% 7.76%

Source: Authors based on the financial statements of the observed company

It would be good to compare the calculated profitability indicators with the desired ones, in
order to obtain broader information on the success of the management of the observed company,
as well as on further directions of company development by observing the profitability segment
(emphasized by Milojevi¢, S.).

Conclusion

Financial statements, as the main means of communication between companies and external
stakeholders, convey information about the financial condition and success of the company.
Based on this information, external users of financial statements make certain business
decisions (banks - loan approval, suppliers - sale of products on credit, etc.). Further, the
management of the company, based on the information from the financial statements of the
company entrusted to it and the information from the reports of competing companies, can
perform benchmarking, in order to see the potential opportunities or threats for the company.
Since decision-making is based on information from financial statements, it is necessary to pay
more attention to the quality of financial statements as well as their public availability over a
longer period of time.

In the paper, through selected indicators of liquidity and profitability, it is possible to see the
financial performance of a hotel company. The company that was the subject of observation is
characterized by a very high value of liquidity ratios, which is within the recommended range,
but a lower value of profitability ratios compared to the reference values. Since there are
theoretical assumptions that liquidity negatively affects profitability, it is necessary for the
company to keep liquid assets at an optimal level. In that way, it would not jeopardize its
liquidity, and it could invest the funds it has at its disposal above the optimal level and thus
achieve returns.

In order to get a complete picture of the performance of the observed company, in future
research it is necessary to include a number of liquidity and profitability indicators, but also to
include solvency and activity indicators. Further, in addition to traditional ratio indicators, it is
necessary to pay more attention to the ratio of numbers based on the report on cash flows, in
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order to cross-reference the data on profitability and cash flows, and assess the quality of the
company's earnings.
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