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[17Rwn nin' ooian 1"y L IMP 2w vpron'x 19! "7 12 no0)

Dimension Impact Category Definition
What . . The level of outcome experienced by the stakeholder when
i — Outcome Level in . . - .
Period engaging with the enterprise. The outcome can be positive or
negative, intended or unintended.
The level of outcome that the stakeholder considers to be a
positive outcome. Anything below this level is considered a
Outcome Threshold . .
negative outcome. The outcome threshold can be a nationally
or internationally agreed standard.
The stakeholder’s view of whether the outcome they
Importance of the experience is important (relevant to other outcomes). Where
Outcome to possible, the people experiencing the outcome provide this
Stakeholder data, although third-party research may also be considered.
For the environment, scientific research provides this view.
SDG Target or Other The Sustainable Development Goal target or other global goal
that the outcome relates to. An outcome might relate to more
Global Goal
than one goal.
Who Stakeholder The type of stakeholder experiencing the outcome.
Geographical The geographical location where the stakeholder experiences
Boundary the social and/or environmental outcome
. The level of outcome being experienced by the stakeholder
ii — Outcome Level at . - . 8 -
Baseline prior to engaging with, or otherwise being affected by, the
enterprise
Socio-demographic and/ or behavioral characteristics and/or
Stakeholder tem characteristics of the stakeholder to enabl
Characteristics ecosystem characteristics of the stakeholder to enable
segmentation
How Much Scale The number of individuals experiencing the outcome. When
the planet is the stakeholder, this category is not relevant.
The degree of change experienced by the stakeholder. Depth
Depth is calculated by analyzing the change that has occurred
between the ‘Outcome level at baseline’ (Who —ii) and the
‘Outcome level in period’ (What —i).
Duration The time period for which the stakeholder experiences the

outcome

Contribution

Depth Counterfactual

The estimated degree of change that would have happened
anyway — without engaging with, or being affected by, the
enterprise. Performance of peer enterprises, industry or local
benchmarks, and/or stakeholder feedback are examples of
counterfactuals that can be used to estimate the degree of
change likely to occur anyway for the stakeholder.

The estimated time period that the outcome would have lasted
for anyway — without engaging with, or being affected by, the

Duration enterprise. Performance of peer enterprises, industry or local

Counterfactual benchmarks, and/or stakeholder feedback are examples of
counterfactuals that can be used to estimate the duration likely
to occur anyway for the stakeholder.

Risk The type of risk that may undermine the delivery of the

Risk Type expected impact for people and/or the planet. There are nine
types of impact risk.
The level of risk, assessed by combining the likelihood of the

Risk Level risk occurring, and the severity of the consequences for people

and/or the planet if it does.
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The IMP reached global consensus that impact can be measured across
five dimensions: What, Who, How Much, Contribution and Risk

Impact dimension Impact questions each dimension seeks to answer

[ ] What +What outcome is occurring in the period?
«Is the outcome positive or negative?
«How important is the outcome to the people (or planet) experiencing them?

O Who +Who experiences the outcome?
-How underserved are the affected stakeholders in relation to the outcome?

= How Much How much of the outcome Is occurring - across scale, depth and duration?
_|_ Contribution «Would this change likely have happened anyway?
A Risk -What is the risk to people and planet that impact does not occur as expected?
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achievements and the project’s ability to realize its potential. In practice, the
project’s achievements were limited, and its impact on the areas where it sought

to create change was limited.

The second dimension relates as stated to the project as a learning experience.
In view of the fact that this was a pioneering effort to promote the social
enterprise field in Israel, led by the government, and the significant challenges
that faced the project, it is important in our opinion to examine not only the
guantitative achievements but also the broader contribution and impact of the
project to the advancement of the field. In this context, the project has made a
long list of valuable contributions, including the experience of intersectoral
leadership, operation of financing funds, development of vital tools for
evaluation and management of social enterprises, conceptualizing the
challenges facing social enterprises, and following these also raising questions
of policy and policy steps that should be considered insofar as there is public
will to promote an environment that supports and encourages social

enterprises.
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during 2018.2 The second part presents the questionnaire only, and the stages
of the work with it for social enterprises that seek to conduct self-evaluation of

social costs.

Prominent statistics arising from the analysis of social costs in the enterprises
examined include the following: The range of social costs as a proportion of
business costs as they appear on the books varies from 4-27%. This range
increases to 5-38% when we also examine the social costs that are not on the
company books. The average percentage of social expenses as a total of
business expenses is 15%, or 20% when expenses that are not on the company
books are included. Social expense per employee per year varies from about
12,000 ILS to about 41,000 ILS, with an average expense of approximately
29,000 ILS. The expense per employee grows to a range of about 16,000 ILS
to 54,000 ILS when social expenses that are not on the company books are
included. If we neutralize social costs, the operating profit of the enterprises
improves greatly, and often dramatically.

7. Concluding section

This section presents conclusions from the project as of the date of the research
completion, addressing the two main goals at the foundation of the project:
expanding the market of social employers in Israel and promoting integration of
vulnerable populations in the workforce. With regard to these questions, the
conclusion is presented in two dimensions: the management of the project; and

the project as a learning experience.

The first dimension relates to the management decisions that shaped the
project, such as preparation for the project launch, funding structure, choice of
Funds to operate the project, management design, project requirements,
project management, and the project's achievements and impact. This is of
course a retrospective analysis based on the results after the fact. While some
of these decisions proved to be correct and supported the project’s success,

others turned out to be less successful choices and weakened the project

2 An additional cycle evaluating an additional group of enterprises was conducted in 2020.
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5. Measuring the impact of social enterprises

Sections 5 and 6 are connected to one another and deal with developing a new
tool for evaluating the impact of social enterprises. For the purpose of
development, as with development of the questionnaire to evaluate social costs
(see below), we adopted an accepted international tool for evaluating impact
(IMP). The tool connects principles of government, society and environment in
business with UN sustainable development goals (SDG). The advantage of the
tool as a recognized tool in the field is that it is possible to communicate the
results of measurement with other actors in the field (international and local).

Section 5 presents the rationale of the international tool and the adjustments
we made to it for the purpose of measuring the impact of social enterprises in
the field of employment in Israel. The section then presents the detailed
structure of the tool, the way it is used and the method for completing it (with
two options — basic mapping and in-depth mapping), the relevant contents that
each dimension of evaluation relates to, with expanded detail of the level of risk
in the business, and also the way to summarize the evaluation and determine
the final impact level. Section 6 presents implementation of the tool in one
enterprise for the purpose of illustration. The enterprise that was chosen is a
cleaning services company which operates under the IVN Fund, and which

employs Arab women in the north of Israel in cleaning services.
6. Evaluation of social costs

The issue of social costs of social enterprises, that is, the additional costs to
those associated with regular business, is a critical component in the
management and success of a social enterprise. In the framework of
accompanying research, we worked on developing a questionnaire to evaluate
the social costs of Yozma enterprises and used it to evaluate the costs of a

group of enterprises among those that operated in the Yozma project.

This section is divided into two parts. The first part presents the process of

developing the questionnaire and using it to evaluate a group of enterprises
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Government support for social enterprises directed at employment through
public policy is based on two justifications: normative and economic. On the
normative side, these enterprises promote public values that are considered
desirable, such as preventing marginalization and promoting equal
opportunities. On the economic side, these enterprises contribute to
employment productivity, increase state income, and reduce expenses for
treatment and rehabilitation for vulnerable target populations. Despite the
aspiration of these enterprises to function as independent businesses, reality
has shown that they face difficulties and there are quite a few factors that harm

their ability to survive economically, including first and foremost the social costs.

The state has diverse channels available to assist these social enterprises.
These means of assistance include tax benefits, from the perspective of
payment of various taxes, and special status for receiving donations and
support. Local authorities can also contribute their part through providing
concessions or exemptions from fees or from local taxes, as well as making
infrastructure available. Another channel of support is government participation
in subsidizing the cost of employment of target populations, as is done in other
cases in which there is an interest in integrating populations that face different
entry barriers into the workforce. Recognition of social enterprises as a
rehabilitation framework by bodies such as the Ministry of Health and the
National Insurance Institute could constitute a channel of support. A third
channel of support is through government procurement through social
enterprises, and a fourth channel is establishing a fund to support social
enterprises with government funding or combining government and extra-
governmental funds. Finally, the government has the power to assist social
enterprises though establishing a supportive environment (ecosystem)
including bodies of knowledge and training, educational programs,
accelerators, and assistance in replication and distribution of especially

successful business models.

Xl



In matters pertaining to the employee populations, no significant difference was
found between the enterprises that operated in the framework of the Yozma
Funds and the enterprises in the comparison group. Both groups focused on
people with disabilities and youth at risk, and secondarily on marginalized
women and single mothers. In addition, in both groups there were no
enterprises employing senior citizens or released prisoners. Social mentoring
and employment adjustments were also prominent components in the
comparison group, as they were in the Yozma enterprises, and in both cases,
they appear in diverse models. It is possible that this derives from the fact that
the combination between the social dimension and the business dimension in
any social enterprise directed toward employment requires attention to these

aspects.

Social costs are relevant to all the enterprises in the comparison group, as they
are relevant to the enterprises in the Yozma group. The composition of costs in
both groups is similar; in both it is possible to identify direct and indirect costs,
as well as the impact of the social component on income. Difference can be
found between the groups in the way that they cope with social costs. The
enterprises in the comparison group pay lower wages, receive public funding
through quotas or the rehabilitation basket, raise philanthropic funds, and
receive in-kind public assistance in the form of infrastructure. Finally, the
comparison group reflects a greater variety of clients than the group of
enterprises in the Yozma Project — with private, business and government

clients.
4. Public policy in the field of social enterprises

This section deals with the topic of public policy supporting operation of social
enterprises. The Yozma Project sought to encourage the establishment of
social enterprises directed at employment, so that they would assist with
employment integration for marginal populations in the workforce. The learning
from these enterprises in the framework of the research raised many issues

related to public policy that are discussed in this section.



to the entrepreneurs. Other than in these enterprises, ownership,
key personnel and organizational structure did not change in most
enterprises, although some enterprises expanded and opened
new branches. In addition to expanding branches, a trend can be
seen of expanding the client base. Except for isolated cases such
as Dogiz and Hahashavia, which practically doubled the number
of social employees, the rest of the enterprises stayed the same
size and scope. This section includes a detailed appendix about

the situation of the social enterprises over the past year.

3. Comparison of social enterprises in the project with

enterprises outside the project

For the purpose of expanding learning focused only on the Yozma enterprises,
comparative research was done with a group of enterprises outside the project.
Eleven enterprises participated in this research (out of 17 enterprises we
approached). All are enterprises that work to integrate vulnerable populations
into the workforce and were chosen to present diversity relative to the project
enterprises in dimensions such as: centrality of social goal, models of

employment; employment duration; and target populations.

The comparison focused on five key issues related to the operation of social
enterprises in the Yozma Project: forms of employment in the social
enterprises; the connection between social enterprises and marginalized
populations; social mentoring for employees and employment adaptations;

social costs and income structure; as well as clients of social enterprises.

In the absence of limitations devolving upon the enterprises in the comparison
group, the variety of forms of employment that can be found among them is
greater than the enterprises in the Yozma Project. Thus, alongside long-term
adapted employment known from the Yozma enterprises, the comparison
enterprises also have employment training in the framework of sheltered
workshops, training through employment and employment of marginalized

populations in regular enterprises with full or adjusted wages.



expenses (40%). Detailed tables of data are attached to this

section.

Analysis of social enterprises data for 2021: During 2021,
eight enterprises operated in the framework of the IVN Yozma
Fund. All eight enterprises are focused on one of two main target
populations: people with disabilities and youth and young people
at risk. From a gender perspective, most of the enterprises are
mixed. All or the large majority of the employees work in one role,
which is the core of the enterprise activity, and the salary of most
of the employees is typically minimum wage or slightly higher.
Some of the enterprises reported on personal advancement or
professional advancement among the employees. The total
number of employees from the target populations in all eight
enterprises was 260 in 2021 — an increase of 14% in comparison
to the previous year. The percentage of employees from the
target populations out of all the cumulative number of employees
in all eight enterprises remained identical to the prior year at 69%.
This section of the report includes detailed charts of the data.

Status of the social enterprises in the project at the end of
2021: The social enterprises that are still operating report
expansion of business operations both in channels that existed
before joining the Yozma Project and in new channels that have
been created following admission to the Project. Over the past
year, enterprises coped with the consequences of the pandemic
crisis, and despite the emotional-mental difficulties and the
economic losses that characterized this period, most of them
succeeded or are expected to soon succeed in returning to the
scope of operations they had prior to the crisis and even to

expand and grow.

Ownership of the enterprises changed only in those social
enterprises that operated under the Dualis Fund, since the Fund

withdrew from the Yozma Project and transferred ownership back
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constitutes 2.5% of the Fund’s investment in the enterprise. No

return was received on any of the other investments.

The total obligations to the IVN Yozma Fund stood at 23.7 million
ILS and 26.4 million ILS to the Dualis Yozma Fund. At the outset,
the Dualis Yozma Fund was planned to be greater than the IVN
Yozma Fund by about 3 million ILS. The fundraising was based
on three sources — business investors, philanthropic investors,
and public funds (National Insurance Institute Funds). As
business investors, the Dualis Yozma Fund relied on two
institutional entities and on its own capital funds, while the IVN
Yozma Fund relied on a large number of private investors. The
IVN Yozma Fund recruited one donor, and the rest of the
philanthropic resources were from their capital funds. The Dualis
Yozma Fund relied on capital funds only as a source of
philanthropic resources.

Out of total obligations of 23.7 million ILS to the IVN Yozma Fund,
IVN had a capital call * of 19.2 million ILS, about 81% of the
obligations to the fund. The Fund authorized investment of about
15.3 million ILS, and in fact approximately 10 million ILS were
invested in social enterprises. About 7.7 million ILS (40%) were
used to cover the Fund’s operating expenses. Out of obligations
of 26.4 million ILS to the Dualis Yozma Fund, the Fund had a
capital call of about 14.1 million ILS — about 53% of the obligations
to the Fund. The Fund authorized for investment about 7.5 million
ILS, and in fact about 5.8 million ILS were invested in social
enterprises. About 6.3 million ILS (45%) were used to cover the
Fund’s operating expenses, which constitute a deviation from the

budgetary scope that was defined and authorized for operating

1 "Capital Call" refers to the act of approaching investors to invest in business initiatives based on their
initial obligation.
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(marketing, recruitment, due diligence, funding, mentoring, etc.), which
made it possible for the Fund to make agile adjustments and improve
achievements. This was in contrast to the Dualis Fund which remained
faithful to the initial approach that they formulated, which in the end led
to closing operations in the project, and in our evaluation at too early a
stage. The report presents a detailed comparison of the operating

approach of each of the funds.

Another dimension addressed in the evaluation section is the situation
of the project at the end of the research period. The situation is presented

through a number of dimensions including:

o Economic and business aspects of the project at the end of
2021: During the activity period of the Yozma Funds, investments
were made in social enterprises by the Funds in the following
division: From the IVN Yozma Fund 13 investments, from Dualis
Yozma Fund 6. Out of the 13 IVN investments, 2 enterprises
(15%) closed — Tribe and Sim veSa. In these two cases, there is
a debt loss. In two of its investments (15%), IVN is not active. The
Fund withdrew from Makshivim Net and from Itan Kol Echad
Yachol, at the request of the National Insurance Institute Funds,
because the enterprises did not meet the criteria of the tender
regarding the number of employees from the target populations.
In these two cases the enterprises repaid the debt in full. The rest
of the loans are mostly being repaid according to the payment

schedule.

Out of six investments made by the Dualis Yozma, four
enterprises (67%) closed — Knock Beauty, Anna, Hatzer
Yerushalayim and Derech Hayadayim. In the two remaining
investments (33%), the Dualis Yozma Fund is no longer active —
Hahashavia and Click It. The Fund withdrew from the investments
after the decision to leave the project. These enterprises are
active and even profitable. The Dualis Fund made one withdrawal
(from the Anna Restaurant) in the sum of 50,000 ILS that
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for connection to public entities and non-profits that could raise the level
of awareness about the enterprises as a rehabilitation platform and
assist in recruiting employers. Another aspect was marketing and
advertising the project in order to encourage initiatives and applications
by enterprises and entrepreneurs to join the project. In the end, the
division chose not to work in parallel to the project operation to change
the ecosystem in which social enterprises operate (in areas such as tax
benefits, addressing the issue of social benefits, as well as promoting
accelerators as incubators for developing initiatives), even though
processes such as these could have assisted the Funds and the

enterprises in the project.

Management of the Yozma Funds: There are significant gaps between
the objectives declared by the Funds in their proposals in different
aspects (enterprises, employees, staff, services, infrastructure, etc.) and
their management and achievements in practice. In the end, the project
had limited operating scope (see the data below). Some of the gaps are
connected to the tender requirements and the deficits in the support
system detailed above. However, the gaps were also caused by the
Funds’ optimistic starting assumptions, based on their prior experience
which partially met the project requirements, and the management-
strategic choices made by the Funds that turned out in retrospect to be

more and less successful.

In comparison between the Funds, on the basis of the number of
enterprises and employees, the IVN Yozma Fund presented greater
success. The extreme difficulties that the Dualis Yozma Fund
encountered led the Fund to decide in the end to cease the operation of
loans at the end of the third year of the research (2019). Three critical
choices made by the Funds were related to the financing model, the
initiation of the enterprises, and the branches of activity — in all three
areas it turned out that the Dualis model was less suitable. In general, it
can be said that the IVN Fund operated with a more flexible and pro-

active approach in all the vital aspects of the Fund’s work on the topic
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However, these forums operated regularly for only part of the time until
they ceased meeting completely in 2020. The weakness of the forums
highlighted the absence of a project manager as a central point of
connection, and someone who was in charge of maintaining the full
picture of the project and initiating action with the Funds and the

operating enterprises.

The challenging requirements of the program are also connected to the
Funds Division. The project requirements for recognition of enterprises
gave preference to objectives that are important to the National
Insurance Institute. However, as it turned out, these requirements (such
as defining the target population, number of employees and employment
conditions) created many challenges for the Funds’ capacity to recruit
enterprises, and for the enterprises in joining the project, and in practice
they limited the number and kinds of enterprises that joined the project.
Even though these limitations were presented throughout the project,
and concessions were given for some of them, these were only
pinpointed changes and did not fundamentally change the project

requirements and the challenges they posed.

In contrast to these detailed requirements, no detailed requirements
were presented in other critical areas for the project operation, such as
defining an objective for the number of enterprises for each Fund, a
numerical objective for the total number of employees, or a model for
social mentoring required for the enterprises operating in the framework
of the project. The absence of requirements on these planes left the
activities of the Funds and the enterprises partially without an anchor in
metrics, as an aspired objective for their activities and as a basis for

evaluating achievements and results.

The operation of the project, as structured by the Funds Division,
reflected a number of unstated assumptions regarding the conditions
and the ability of the project to succeed, that in retrospect proved to be
challenging. For example, there was an assumption that the Yozma
Funds could succeed in operating on their own, despite their critical need
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enterprise market in the field of employment in Israel. The project has
succeeded in demonstrating the potential for social enterprises, given
supportive conditions, to serve as a significant additional channel for vocational
rehabilitation. Despite quite a few challenges, and relatively limited
achievements (relative to the original plan) in the number of enterprises and
employees, the project led to contributions in the fields of advancing knowledge
and considerations regarding all matters connected to required conditions for
successful operation of these types of enterprises. The project constituted a
platform for developing knowledge in a number of valuable areas related to
social enterprises directed toward employment: managing support funds;
evaluating social costs; social mentoring for social enterprises; and evaluating
the impact of social enterprises. From this perspective, and certainly if we
regard this as a pilot project, the greatest contribution is the project itself, the

experience, and the learning that it has produced.

Nevertheless, and despite the contributions noted above, there were also
several weaknesses in the project management throughout the process and
addressing these could have also improved the achievements from the
perspective of results, as detailed below in a number of aspects. It is also
important to note at the outset that a significant portion of the time during the
project period under review (and in fact the entire two years from 2020-2021)
took place under the COVID-19 pandemic and its negative impact on all
enterprises in the economy, and this must be taken into account when reading
the analysis:

e Management by the National Insurance Institute Funds Division:
The way the Yozma Project was managed was different from the
accepted pattern in the division of project operation, in which an entity
under the Funds Division auspices directly manages the project. In the
current case, management was “privatized” to two Funds. Precisely
because of this, there was great importance to having a management
process to accompany the Division. Indeed, a number of advisory
management forums were established (a general steering committee, a
broad monitoring committee, and a smaller monitoring committee — that

was established due to the minimal meetings of the broader committee).



different legal statuses, use business tools. These enterprises are a growing
and expanding phenomenon in many Western developed countries, and in a
wide variety of fields of service and production. Beyond the ideological beliefs
that the phenomenon promotes, it is designed to respond to long term
budgetary insufficiency in the face of growing social needs, both from public

sources and from philanthropic sources.

The literature about social enterprises focuses a great deal on the questions of
categorizing and defining social enterprises and extensive detail about this is
found in the review section. While the discussion of categorization deals with
sub-categories of social enterprises according to different characteristics, the
discussion about the definition deals with the meaning of the components within
the basic definition of social enterprises. For example, can the goal of a social
enterprise be considered a social goal as long as the enterprise defines it as
such, or are independent external criteria required, does the “socialness” of a
business need to be expressed also in its conduct, or only in the results of its
operations, and does there need to be a limitation on the sources of capital of

social enterprises.

The review also presents the challenges in managing social enterprises, which
are largely derived from the hybrid characteristic of these entities resulting from
the combination of social and business goals. The combination of these two
goals frequently creates internal tension in almost all business decisions, and
there is a constant threat of prioritizing business emphases (connected with
enterprise survival) over social emphases. Hence the extensive preoccupation
in the literature with the search for organizational mechanisms that make it
possible to balance between the two forces. The tension between the two forces
is also expressed in the extensive discussion in the literature of the question of
measuring the social results of social enterprises — the metrics themselves and
the way they are measured. In this context different approaches have been

developed that are presented in the review.

2. Evaluating the Yozma Project

In general, it must be said that this is a pioneering, unique and important project,

led by the government with intersectoral cooperation, to promote the social



Executive Summary

This report summarizes the research on the Yozma VC (Venture Capital) for
Social Enterprises Project, or Yozma Project. The report, which presents a
summary of five years of research by the Zofnat Institute accompanying the
project, is comprised of eight sections dealing with different aspects of the
project examined in the research. The first and opening section presents a
literature review about social enterprises. The second section presents a
summative evaluation of the project. However, prior to that it presents general
background about the Yozma Project. The third section presents learning from
comparison between social enterprises in the Yozma Project and social
enterprises outside the project. The fourth section deals with public policy in the
area of social enterprises, based on the experience of the Yozma Project and
efforts to promote public policy to support social enterprises around the world.
Sections five and six present the tool for evaluating the impact of social
enterprises and its implementation in a project enterprise that provides cleaning
services, and the seventh section presents the tool for evaluating the social
costs of social enterprises and its implementation in examining enterprises in
the Project. The seventh and last section presents a summary of the research,

including key insights and recommendations.

1. Literature review

Social enterprises are part of a widespread and expanding trend of combining
economic and societal problems, following many years in which the two fields
held different status and were treated separately. Social economics represents
a challenge to this traditional division, while presenting integrated models that
are often called “hybrid”. Social economics, including social enterprises,
present a response to the negative phenomena of the market economy, the
enterprises that operate in this framework and their conduct, and the
dominance of the neoliberal ideological model. The social economics stream
has given birth over the years to diverse operating models that integrate

between the economy and society, including social enterprises.

The concept of social enterprises relates to a phenomenon in which

organizations with social goals, organizations of different kinds and with
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