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IPO details

Issue Opens 5-Dec-17
Issue Closes 7-Dec-17
Equity Shares Offered (in mn.) 20.40
QIB Up to 50%
NIB Min 35%
Retail Min 15%
Face Value }) 10
Price Band (%) 245-248
Max. Issue Size (¥ mn) 5,048

Lot Size (Eq. Shares) 60 and multiple thereof

Valuation @ %245 per share @ 248 per share
Market Cap & mn) 26,520 26,786
Net Debt X mn) 2,975 2,975
Enterprise Value (X mn) 29,495 29,761
EV/ Sales 9.1 9.1
EV/ EBIDTA 36.9 37.3
P/B 10.0 10.1
P/E (FY18 Annualized) 45.8 46.3

Source: Red Herring Prospectus, Destimoney Research

Pre Issue Post Issue”

# mn Shares % Holding  # mn Shares % Holding
Promoters 86.8 97.9% 85.8 79.4%
Public 0.9 1.0% 0.9 0.8%
Other 1.0 1.2% 1.0 0.9%
Offer for Sale 1.0 0.9%
Fresh Issue 19.4 17.9%
Total 88.7 100.00% 108.0 100.0%

Obijects of the offer
= Repayment or prepayment in full, or in part of certain loans availed by the
Company

= Purchase of medical equipment for existing, recently set up and upcoming
hospitals

= Purchase of interiors, furniture, and allied infrastructure for upcoming hospitals

Recommendation

The multispecialty hospital offers healthcare services across orthopedics,
neurology, cardiac care, critical care, oncology and nephrology. It has strong
presence in Western and Central India in 12 states. It has tripled the bed
capacity to 2012 through FY13-17. Stable Average Revenue Per Operational Bed
(ARPOB) and increasing number of operational beds has been impressive so far.
In terms of financial performance, ~16% annualized FY18 PAT Margin and
RONW of 20%+ is at the upper side among the peers.

However, revenue uncertainty from Orthopedics segment which contributes
~65% of the business after the recent price cap by the government on knee
replacement surgeries is a big concern over the business prospects. In the view
of that, asking price of 45.8x average earnings is at the upper side among
multispecialty hospitals especially. Therefore, being cautious, expecting
limited upside, we recommend to AVOID the issue.
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Largest exchange for trading electricity products in India

O  Shalby Ltd. was originally incorporated as Shalby Hospital Private Limited on August 30, 2004 at Ahmedabad, Guijarat, India. Shalby is one of the
leading multi-specialty chain of hospitals in India. It offers tertiary care hospitals, few of which also offer quaternary healthcare services to
patients in various areas of specialisation such as orthopaedics, complex joint replacements, cardiology, neurology, oncology, and renal
transplantations. It also provides inpatient and outpatient healthcare services through eight fully operational hospitals, having an aggregate
operational bed count of 781 beds, as on March 31, 2017. Apart from a focus on orthopaedics, its hospitals provide advanced levels of care
across various specialties such as neurology, cardiac care, critical care, oncology, and nephrology.

a Shalby has 11 hospitals, inclusive of eight fully operational and three hospitals which were recently set up, has an aggregate bed capacity of
2,012 beds, as on March 31, 2017. It has a 15% market share of all joint replacement surgeries conducted by private corporate hospitals in India
in 2016.

O  Shalby also provides outpatient services through 68 Outpatient Clinics and have eight shared surgery centres within third party hospitals, which it
calls “Shalby Arthroplasty Centre of Excellence” (“SACE"), where it offers orthopaedic healthcare services including surgeries. Since March 2007,
it has conducted an aggregate of 92,100 surgeries, and provided healthcare services to an aggregate of 1,025,533 patients, consisting 133,652
inpatients and 891,881 outpatients.

a Shalby has domestic and overseas outreach through a network of hospitals in India, and Outpatient Clinics and SACE located in India, Africa, and
the Middle East. Having strong presence in western and central India and focus on Tier — | and Tier — Il cities, its hospitals operate across five
states. Outpatient Clinics operate across 53 cities in 16 states in India, and SACE are present in five cities in four states in India. Its international
footprint consists six Outpatient Clinics and one SACE in Africa, and two SACE in the UAE. It is expanding footprint in western and central India
with hospitals being set up in Nashik and Vadodara.

O  The multispecialty hospital offers healthcare services across orthopedics, neurology, cardiac care, critical care, oncology and nephrology. It has
strong presence in Western and Central India in 12 states. It has tripled the bed capacity to 2012 through FY13-17. Stable Average Revenue Per
Operational Bed (ARPOB) and increasing number of operational beds has been impressive so far. In terms of financial performance, ~16%
annualized FY18 PAT Margin and RONW of 20%+ is at the upper side among the peers.

a However, revenue uncertainty from Orthopedics segment which contributes ~65% of the business after the recent price cap by the government
on knee replacement surgeries is a big concern over the business prospects. In the view of that, asking price of 45.8x average earnings is at the
upper side among multispecialty hospitals especially. Therefore, being cautious, expecting limited upside, we recommend to AVOID the
issue.

Source: Red Herring Prospectus, Destimoney research
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Source: Red Herring Prospectus, Destimoney research

Leadership in orthopaedics and strong capabilities in other specialties: Having performed approximately 50,175 joint replacements since
2007, Shalby has been a market leader in the area of joint replacement surgeries. Its chain of multi-specialty hospitals provide advanced levels of
care in various specialties. Since Fiscal 2012, it has experienced a steady growth in providing orthopaedic and non-orthopaedic healthcare services
to patients. Orthopaedic services and Non-orthopaedic services has grown at a CAGR of 6.67% and 24.24% respectively from fiscal 2013 to
fiscal 2017.

Integrated and scalable business model enhancing our patient reach: It has an integrated and scalable business model enabling it to
provide comprehensive healthcare solutions through a network of multi-specialty hospitals, Outpatient Clinics, and SACE. From four hospitals in
April 2012, it has grown to eight operational hospitals and three hospitals which were recently set up have an aggregate bed capacity of 2,012
beds.

Experienced player with longstanding presence and brand recall : Although the Company was incorporated in the year 2004, healthcare
services under the brand “Shalby” had commenced as early as the year 1994. Vijay Shalby was set up under the aegis of Group Entity, Shalby
Orthopaedic Hospital and Research Centre in the year 1994. From 2004, the operation of Vijay Shalby has been undertaken by the Company. Its
strong brand equity is evident from the consistent growth in its inpatient and outpatient base from 15,348 and 110,919 respectively, during
Fiscal 2013 to 24,704 and 166,519 during Fiscal 2017, with a CAGR of 12.63 % and 10.69 %, respectively.

Track record of operating and financial performance and growth: Its track record of consistent growth in revenue and profitability is one of
key competitive strengths. Its growth in revenue and profitability can be credited to its strong operational efficiency, which ir achieves by
streamlining its clinical and administrative functions, continually introducing process innovations, and ensuring that it maintains economies of
scale.

Ability to attract quality doctors, nurses, paramedical, and other staff : As at June 30, 2017, we employed 2,049 employees and engaged
319 professional consultants, which comprised 294 doctors who are full-time consultants and 25 doctors who are part-time consultants. Its staff
strength also comprises 458 nurses and 1,141 paramedical, corporate and support staff and pharmacists. Since a majority of its doctors are
engaged full time, doctors are generally available on-call, round the clock, and are able to fulfill patient needs and requirements, while also
effectively addressing emergencies.

Experienced and qualified professional management team with strong execution track record : Shalby’s Chairman and Managing
Director, Dr Vikram Shah is a veteran and specializes in the field of orthopaedics. With over 25 years of professional medical experience, Dr
Vikram Shah has consulted across various geographies including the United Kingdom and India. Dr Vikram Shah has been credited by Ethicon
India for his involvement in the development of the OS Needle, which has been successful in simplifying soft tissue procedures, thereby reducing
the risk of infection and diminishing high rates of failure that once existed while undertaking orthopaedic surgeries.
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Future road ahead

O  Strengthen hospital presence in western and central India, and continue expanding into new geographies: Shalby aims to continue to
be one of the leading healthcare service providers in India by expanding its network of hospitals owned and operated by it through greenfield
projects and brownfield projects, strategic acquisitions, and O&M arrangements with third party healthcare service providers. In March 2017, it
has set up three new hospitals, Shalby Jaipur, Shalby Naroda, and Shalby Surat, which had an aggregate bed capacity of 747 beds. It is currently
in the process of setting up hospitals for a total bed capacity of 263 beds in Nashik and Vadodara.

O  Continue to enhance our outreach programmes: Shalby aims to enhance its outreach programmes by establishing Outpatient Clinics and
SACE in various Tier | Cities, Tier Il Cities, and Tier Ill Cities. It also intend on establishing additional Outpatient Clinics and SACE in various cities
across India where its Outpatient Clinics and SACE currently cater to patients. This apart, its asset-light Outpatient Clinics and SACE afford it the
opportunity to assess a market prior to setting up a full-fledged hospital. By referring patients to its hospitals for further diagnosis and
treatment, its Outpatient Clinics and SACE have also been instrumental in building brand recognition, and increasing patient footfall in its
hospitals.

a Continue to strengthen healthcare services across other specialties: Its expansion strategies are centred on establishing hospitals which
focus on offering quality healthcare services across a spectrum of specialties such as neurology, nephrology, cardiac care, critical care, and
oncology. Further, for the purposes of strengthening focus on other specialties, it intends to equip its hospitals with an additional range of diverse
healthcare equipment. These include equipment which are used for cancer diagnosis and treatment, equipment which use nephelometric
technology to manage a variety of diseases such as cardiovascular diseases, and liver transplant equipment and instruments.

Q Implement initiatives to improve operational efficiencies: Aims to improve its daily Average revenue per occupied bed (ARPOB) by
enhancing focus on high growth care areas such as oncology, nephrology, and hepatology. It intends to continue to minimise Average length of
stay (ALOS) at its hospitals. It intends to maximise its operational efficiency by achieving greater integration and by implementing a stronger
supply chain management.

a Continue to grow our ancillary businesses: Apart from offering multi-specialty tertiary and quaternary healthcare services, it also provides
home-based healthcare services under Shalby Homecare. It has been engaged in providing home-based healthcare services since Fiscal 2015. In
Fiscal 2016 and the nine months period ended December 31, 2016, Shalby Homecare catered to 2,566 and 4,413 patients, respectively. Shalby
Homecare services are being offered through its hospitals located in Ahmedabad, Indore, Jabalpur, Mohali, and Vapi. In the future, it intends to
offer the Shalby Homecare services through all its existing and upcoming hospitals.

Source: Red Herring Prospectus, Destimoney research
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Details of existing operational hospitals and recently set up hospitals

Hospital Location Date of commencement
Vijay Shalby Al ek March, 1994
SG Shalby Ahmedabad March, 2007
Shalby Vapi Vapi April, 2012
Krishna Shalby Ahmedabad October, 2012
Shalby Jabalpur Jabalpur March, 2015
Zynova Shalby Mumbai January, 2017
Shalby Indore e August, 2015
Shalby Silver Oaks Monhali September, 2015
Shalby Jaipur* Jaipur March, 2017
Shalby Naroda* Ahmedabad March, 2017
Shalby Surat* Surat March, 2017

*Currently providing only outpatient consultative healthcare services through this hospital.

Source: Red Herring Prospectus, Destimoney research
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Shalby Outpatient reach
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Peer Comparison

Comparison of Shalby Limited and other key private hospitals in Gujarat

No. of Hospitals in

Est. year in Gujarat Gujarat Bed capacity Type of Services
Shalby Limited 1994 06 1104 Multispecialty
Sterling Hospitals 2001 04 862 Multispecialty
Apollo Hospitals 2003 01 234 Multispecialty
Care Institute of Medical Science (CIMS) 2009 01 300 Multispecialty
Narayana Multispecialty Hospital 2012 01 300 Multispecialty
Zydus Hospitals 2012 02 710 Multispecialty

Financial Indicators

Shalby Limited Apollo Hospitals Fortis Healthcare Narayana Health Other regional players

ARPOB per day (in INR)* 34034 28036 37534 2-Jan-48 20,000-28,000
EBITDA Margin (%) 0.19 0.21 - 0-Jan-00 12-18%
EBITDA Growth (2010-15) 0.2 0.2 - 0.26 12-15%
ALOS 4.1 days 4.2 days 3.6 days 4.3 days 4-5 days

Source: Red Herring Prospectus, Destimoney research

8 01 December 2017

Destimone

world-class financial nﬁ-imy



Peer Comparison

ARPOB & ALOS Revenue comparison
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Peers financials

Name of the company Revenue FY17 in¥mn Operating Profit PAT PAT Margin EBITDA Margin ROE (%) ROCE (%) P/E
Shalby Limited 3,253.87 723.64 625.63 18.80 21.74 23.54 10.73 8.1
Apollo Hospitals Enterprise Limited 72549.06 7510.77 887.27 1.22 6.02 2.54 6.74 71.48
Fortis Healthcare Limited 45737.15 5188.88 -67.71 -0.15 6.45 -0.15 443 14.89
Narayana Hrudayalaya Limited 7001.11 1146.66 230.43 3.29 8.26 5.38 7.22 72.84
Healthcare Global Enterprises Limited 18781.65 2521.16 909.07 4.84 9.10 9.89 14.77 111.12

Source: Red Herring Prospectus, Destimoney research
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Consolidated Summary Financials

Income Statement Balance Sheet
FY17
Total Income 892 3,254 2,904 2,747 2,576  Liabilities
Operating Expense 635 2,530 2,349 2,079 Jecs] BiRicepi) CEl e 79 EEd S
Reserves and surplus 2,002 1,783 1,171 1,331 1,055
EBIDTA 257 724 555 668 613 Minority interest 1 1 4 23 25
o Share application money
Depreciation 44 168 113 212 110 pending allotment - 3 - - -
Other Income 14 75 22 29 41 Deferred governmgnt subsidy 93 94 - - -
Long-Term Borrowings 2,519 2,854 2,011 737 228
Finance Costs 41 98 104 54 23 Deferred tax liabilities(Net) 231 228 21 112 27
Other non current liabilities 25 21 28 47 71
PBT 186 532 359 430 521 Long term provisions 12 15 9 6 4
TaX 41 (83) (4) 185 144 Short term bOrrOWlngS 590 261 93 75 77
Trade payables 445 390 468 614 205
PAT(Begqre ) 145 616 363 246 377 Other current liabilities 966 651 354 214 121
extraordinary items) Short term provisions 7 7 2 1 1
Share of Loss of i i i i . Total Liabilities 7.777 7,182 5,039 3,513 2,168
Associates
i ) Assets
Minority Interest () 10 13 12 13 NetBlock 3,430 3,201 3,178 1,586 1,201
Net Profit 144 626 376 257 390 Intangible assets 1 2 4 3 6
Capital work in progress 2,504 2,214 822 907 51
Intangible Assets Under 5 5 0 0 0
\ Development
g mn June'FY17 FY17 FY16 FY15 FY14 Goodwill on Consolidation 11 11 11 162 96
EBIDTA Margin 28.4% 21.7% 19.0% 24.1% 23.4% Long term loans and advances 899 871 380 225 176
. Non- Current Investment 1 1 1 1 1
Net Margin 15.9% 18.8% 12.8% 9.3% 14.9% Other Non- Current Asset 9 3 2 3 6
ROE 5.0% 23.5% 18.3% 15.3% 27.7% Inventories 152 76 75 58 65
ROCE 3.9% 10.7% 11.2% 18.6% 30.9% Trade receivables 384 380 314 215 151
Cash & bank balances 135 159 161 310 119
Short-term loans and advances 97 124 62 13 275
Other Current Assets 152 138 29 30 23
Total Assets 7,777 7,182 5,039 3,513 2,168

Source: Red Herring Prospectus, Destimoney research
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Key Risks

a A significant portion of its revenue is currently generated from two hospitals SG Shalby and Krishna Shalby. Further, a majority of its hospitals are
located in the state of Gujarat. Any material impact on the revenue from these hospitals will impact its business, prospects, financial condition
and results of operations significantly.

a Shalby is dependent on one field of specialty for a substantial portion of its revenue, i.e. orthopaedics. Any material impact on its earnings from
orthopaedics will impact its financial condition and results of operations significantly.

a Shalby’s O&M partner, SMJH Trust, has not perfected its leasehold rights upon the land on which Shalby Jabalpur has been constructed.
Accordingly, its rights arising out of its O&M arrangement with SMJH Trust in respect of Shalby Jabalpur may be impaired, thus adversely
affecting its revenue, profits, and financial conditions.

a Shalby has not executed definitive agreements in respect of some of its Outpatient Clinics with third parties. Further, Zynova Shalby is presently
being operated under a memorandum of understanding, and a detailed agreement is proposed to be executed upon completion of 24 months
from the date of commencement of its management and operation of Zynova Shalby.

a Shalby’s revenue is primarily dependent on inpatient treatments, which could decline due to a variety of factors . In Fiscal 2016, while its
inpatients contributed to 87.76% and 88.85%, respectively, of its revenue, its outpatients contributed 6.56% and 5.24%, respectively.

a Shalby operates some of its facilities under arrangements with third parties such as O&M agreements and lease agreements. Further, its SACE
operate at third party hospitals and offer orthopaedic services on the basis of agreements with such third party hospitals. Counterparties may
unilaterally terminate these arrangements and may require it to cease doing business out of such facilities, or may refuse to renew such
agreements on expiry. Any such action by the counterparties may adversely affect its revenue and financial condition.

Source: Red Herring Prospectus, Destimoney research

Destimoney

world-class financial services

11 01 December 2017



Destimoney Securities Private Limited

Plot No. A356/357, Road No.26,Wagle Industrial Estate, Thane (West), Maharashtra - 400 604.

Disclaimer:

Destimoney Securities Private Limited (hereinafter referred to as “Destimoney”) is a registered Member of
National Stock Exchange of India Limited, Bombay Stock Exchange Limited and MCX Stock Exchange Limited.
Destimoney is also registered as a Depository Participant with CDSL. Destimoney is in the process of making
an application with SEBI for registering it as a Research Entity in terms of SEBI (Research Analyst)

Regulations, 2014. Destimoney or its associates has not been debarred/ suspended by SEBI or any other
regulatory authority for accessing /dealing in securities Market and no material disciplinary action has been
taken by SEBI/other regulatory authorities impacting Destimoney’s Equity Research Analysis. Destimoney or its
associates/analyst including its relatives do not hold any actual/beneficial ownership of more than 1% in the
company/ies covered by Analyst (hereinafter referred to as “Subject Company/ies”). Destimoney or its
associates/analyst including its relatives may hold financial interest in the company/ies covered by Analyst
(hereinafter referred to as “Subject Company/ies”). Destimoney or its associates/analysts or his/her relative
does not receive any compensation or other benefits from the subject company/ies mentioned in this
research report (hereinafter referred to as “Report”) or from a third party in connection with preparation of
the report. Accordingly, Destimoney or its associates/analyst or his/her relative does not have any other
material conflict of interest at the time of publication of the Report.

Research analyst/s engaged in preparation of the Report, has not received any compensation / managed or
co-managed public offering of securities of the subject company/ies / has not received compensation for
investment banking or merchant banking or brokerage services from the subject company/ies / has not
received compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company/ies / has not received compensation or other benefits from the
subject company/ies or third party in connection with the Report of the subject company/ies during the past
twelve months / has not served as an officer, director or employee of subject Company/ies and is not
engaged in market making activity of the subject Company/ies.

Destimoney or its associates are engaged in various financial services business, thus, it might have, received
any compensation / managed or co-managed public offering of securities of the subject company/ies /
received compensation for investment banking or merchant banking or brokerage services from the subject
company/ies / received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company/ies / received compensation or other benefits from
the subject company/ies or third party in connection with the Report of subject company/ies during the past
twelve months engaged in market making activity for the subject company/ies.

In the preparation of the material contained in the Report, Destimoney has used information that is publicly
available, as also data developed in-house. Some of the material used in the document may have been
obtained from members/persons other than Destimoney and which may have been made available to
Destimoney. Information gathered & material used in the Report is believed to be from reliable sources.
Destimoney has not independently verified all the information and opinions given in this
material/document/Report. Accordingly, no representation or warranty, express or implied, is made as to the
accuracy, authenticity, completeness or fairness of the information and opinions contained in this
material/document/Report. For data reference to any third party in this material no such party will assume any
liability for the same.

Destimoney group companies provides finance related product services like distribution of financial products
and as such is a provider of many services like loans, mutual funds, tax & trust planning etc. mentioned in this
brochure. And hence, Destimoney do not warranty / guarantee about performance of any products and
customer servicing w.r.t third party products per se.
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Third party products are subject to code of conduct to be adhered to by the representatives of Destimoney and
Destimoney is not responsible for the losses, whether actual or notional incurred by any investor. Services assured
and expected may vary from actual service and Destimoney does not guarantee about the quality of services.
Investments in securities and commodities are subject to market and other risks and there is no assurance or
guarantee that the objectives of any of the Investments/Schemes/product would be achieved. Past performances
are only indicative and returns are not assured and guaranteed by Destimoney group companies. The price, value
of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise.
The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or
adverse effect on the price or income of such securities or financial instruments.

The recipient alone shall be fully responsible, and/or liable for any decision taken on the basis of this
material/document/Report. Destimoney does not in any way through this material solicit or offer for purchase or
sale of any financial services, commodities, products dealt in this material/document/Report. Destimoney/its
affiliates/associates/directors shall not be in any way responsible for any loss or damage of any nature, including
but not limited to direct, indirect, punitive, special, exemplary, and consequential, as also any loss of profit that
may arise to any person/entity from or in connection with the use of information contained in this
material/document/Report. All recipients of this material/document/Report before dealing and/or transacting in
any of the products advised, opined or referred to in this material shall make their own investigation, seek
appropriate professional advice and make their own independent decision. Noting contained in this
material/document/Report should be construed as investment or financial advice. Clients are advised to assess
their risk profile/ appetite before acting on any information contained in this material/document/Report. Investors
should also refer to risk tag and compare it with is own risk appetite before taking any investment decision.

Reports on technical and derivative analysis are based on studying charts of a stock’s price movement,
outstanding positions and trading volume as opposed to focussing on a company’s fundamentals and as such,
may not match with a report on a company’s fundamentals. The opinions expressed in the Report are our current
opinions as of the date of this report and may be subject to change from time to time without notice. Destimoney
or any persons connected with it do not accept any liability arising from use of this material/document/Report.

Information/ opinion conveyed through this material/document/Report are strictly meant for the registered Clients
of Destimoney group of Companies of the respective segments. This information is not intended for distribution
to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary
to law or regulation or which would subject Destimoney or its affiliates to any registration requirement within
such jurisdiction or country. This information does not constitute an offer to sell or a solicitation of an offer to buy
any financial products to any person in any jurisdiction where it is unlawful to make such an offer or solicitation.
No part of this material may be duplicated in whole or in part in any form and / or redistributed without the prior
written consent of Destimoney. This material/document/Report is being supplied to you solely for your
information, and its contents, information or data may not be reproduced, redistributed or passed on directly or
indirectly.

For any grievance mail at compliance@destimoney.com

A graph of daily closing prices of securities available at
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http://economictimes indiatimes com/markets/stacks/stack-quates. (Choose a company from te list on the

browser and select the “three years” period in the price chart).

Recipients of the Report shall always independently verify reliability and suitability of the Report and opinions

before investing.
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