UNITES STATES Estirm:
H%ECUR]'I'IES AND EXCHANGE COMMISSION  houts
Washington, D.C. 20549

;}/31/0:71 FORM 13F

INFORMATION REQUIRED OF INSTITUTIONAL INVESTMENT MANAGERS PURSUANT
TO SECTION 13(f) OF THE SECURITIES EXCHANGE ACT OF 1934 AND RULES THEREUNDER

Report for the Calendar Year or Quarter Ended Ttane 20 1997 .

g7 15 9435
SEC USE ONLY

(Please read instructions before preparing fi Jﬂ“&“\‘ V RECIS.BT:

If amended report check here: D Q}:\N\“\ AUG 1| 4 1997

D. E. Shaw & Co., Inc. (See notes #1, #2 and #3.) oAb\ ‘\?\

Name of Institutionat Investment Manager \“‘i}\\\t‘ U286

120 West 45th Street, 39th Floor 00 \ New York New York 10036
Business Address (Street) > (City) (State) (Zip)

Daniel Fishbane, 212-478-0000, Attorney-In-Fact for David E. Shaw, President and Sole Shareholder of D. E. Shaw & Co., Inc.*
Name, Phone No., and Title of Person Duly Authorized to Submit This Report.

' ATTENTION

Intentional misstatements or omissions of facts constitute Federal Criminal Violations.
See 18 U.S.C. 1001 and 15 U.S.C. 78t{a).

The institutional investment manager submitting this Form and its attachments and the person by whorn it is signed represent
hereby that all information contained therein is true, correct and complete. It is understood that all required items, statements
and schedules are considered integral parts of this Form and that the submission of any amendment represents that all unamend-
ed items, statements and schedules remain true, correct and complete as previously submitted.

Pursuant to the requirements of Securities Exchange Act of 1934, the undersigned institutional investment manager has caused

this report to be signed on its behalf in the City of New York and State of New York
”
on the __[_2.__..__ day of A'W‘iw r 19917,

ONFDENTL o e

(Name of Institutional Investment Manager)

FEB
B 04 zuas = L= :

“{Manual Signature of Person Duly Authorized
to Submit This Report)

Name and 13F file numbers of ALL Institutional Investment Managers with respect to which this schedule is filled (other than
the one filing this report): (List in alphabetical order).

13F File Numbers will be assigned to Institutional Investment Managers after they file their first report.

Name: I3F File No.: Name: - 13F File No.:
1. D. E. Shaw & Co., L.P. (See notes #2 and #3) 6.

P D. E. Shaw & Co., International, LLC. 7.

3 (See notes #2 and #3) 8.

4, 9.

5 o ' 10.

* A Power of Attorney is attached in Attachment 1
SEC 1685 (5/91)



CONFIDENTIAL

The Firm’s trading strategies and models have been and are expected to be used for an
extended period of time. In addition, the Firm’s derivatives clients will continue to expect
that information on their positions be kept confidential. Therefore, the Firm's request for
confidential treatment is being made for a period of one year. It is our belief that, after a
one-year period, we will make a further request for confidential treatment, unless, for
example, the Firm’s current trading strategies will have changed sufficiently to render
disclosure of the Subject Information relatively innocuous.

In accordance with paragraph b(2)(iii} of Rule 24b-2, the Firm consents to the furnishing of
the confidential portion of the Form 13F to other government agencies or bodies and to the
Congress. This material is not being filed with any exchange at this time.

Again, please note that, as described above, we have requested confidential treatment of this
letter.
i

We thank you for your time and consideration in reviewing this request for confidential
treatment. Please feel free to contact the undersigned at 212-478-0612 should you have any
questions or require additional information.

Very truly yours,

Gabrielle Preiser

CONFIDENTIAL

fcomply/form 13F/2q97_confid_request.! .doc 08/13/97  3:26 PM Page 9



Attachment i

POWER OF ATTORNEY
FOR CERTAIN FILINGS
UNDER THE SECURITIES EXCHANGE ACT OF 1934

I, DAVID E. SHAW, hereby make, constitute and appoint each of:

CONFIDENTIAL

Stu Steckler,
Anne Dinning and

Danny Fishbane,
acting individually, as my agent and attorney-in-fact, with full power of subssitution, for the
purpose of, from time to time, executing in my name, my individual capacity and/or my e
capacity as President of D. E. Shaw & Co., Inc. (acting for itself or as the general partner of D. E.
Shaw & Co., L.P.) all documents, certificates, instruments, statements, other filings and
amendments to the foregoing (collectively, “documents”) determined by such person 10 be
necessary or appropriate to comply with ownership or control-person reporting requirements
imposed by any United States or non-United States governmental or regulatory authority,
including without limitation Forms 3, 4, 5, 13D, 13F and 13G required to be filed with the
Securities and Exchange Commission; and delivering, furnishing or filing any such documents
with the appropriate governmental or regulatory authority. Any such determination shall be
conclusively evidenced by such person’s execution and delivery, furnishing or filing of the
applicable document.

This power of attorney shall be valid from the date hereof.

IN WITNESS WHEREOQF, [ have executed this instrument as of the date set forth below.

Date: .‘\ﬁx\ufm—m A 997
<J J !

TN -

CONFIDENTIML

I\{gw York, New York
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CONFImENTIAL

1. D.E. Shaw & Co., Inc. disclaims status as an institutional investment manager and makes this
filing in its capacity as the parent entity of investment advisers.

2. D.E. Shaw & Co,, Inc. or its subsidiaries (“D. E. Shaw") are general partners or members of
various entities and therefore may exercise investment discretion for them. D. E. Shaw
disclaims that it exercises investment discretion for certain of such entities, but includes the
holdings of all such subentities in this form.

3. D.E. Shaw & Co., Inc. or its subsidiaries (“D. E. Shaw") are general partners or members of
various entities and therefore may exercise voting discretion for them. D. E. Shaw disclaims
that it exercises voting discretion for certain of such entities, but includes the holdings of all
such subentities in this form.
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D E Shaw & CO 3gth Floor, Tower 45 (212} 478-0000

120 West Forty-Fifth Street FAX (212) 478-cl00
New York, NY 10036

August 13, 1997

CONFIDERTIAL

The Secretary
United States Securities and Exchange Commission
Washington, D.C. 20549

Re: Request for Confidential Treatment of Form 13F for the Quarter Ended june 30, 1997

Dear Sir or Madam:

[n accordance with Rule 24b-2 of the Securities Exchange Act of 1934, D. E. Shaw & Co., L.P.,
on behalf of D. E. Shaw & Co., Inc. and their affiliates (coilectively, the “Firm”), hereby
reqguests confidential (reatment of the information contained in the enclosed Form 13F for
the quarter ended June 30, 1997 (the “Form 13F"). Such request is made pursuant to Section
13(f}(3) of the Act, which allows the Securities and Exchange Commission (the
“Commission”) to prevent or delay public disclosure of information contained in the
Schedule 13F.

in addition, in accordance with Interpretive Release No. 65 under the Freedom of
Information Act, the Firm requests confidential treatment of this letter. As a result of the
exceptional nature of our request, which has been discussed in telephone conversations with
the Commissicon staff (see generally footnote 1), we have provided certain details concerning
our client-based businesses and client relationships. Such details go well beyond the
ordinary level of information that would regularly be revealed in a typical request for
confidential treatment, but such details were viewed by the staff as necessary information in
their consideration of our request. Therefore, we believe that confidential treatment of our
request itself is necessary to preserve the confidentiality of the Form 13F information for

which this letter requests confidential treatment.

We are requesting confidential treatment of information items 1 through 8 for all security
holdings included in the accompanying Form 13F (the “Subject Information”}. Qur request
is based upon the Subject Information’s reflecting portions of the Firm's proprietary and
confidential financial algorithms, trading strategies and other intellectual property. In
addition, in the case of one of the Firm's business units, our request is based upon the
Subject Information’s reflecting the individual security holdings of certain clients of the
Firm. We believe that disclosure of the security holdings on the Form 13F may enable
competitors to “reverse engineer” our algorithms, strategies and other intellectual property
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or to obtain information on pesitions held by the Firm's clients, who expect, and at times
specificaily request, that such information be kept confidential. If competitors “reverse
engineered” the Subject Information to simulate or even approximate our intellectual
property, this would cause substantial commercial and competitive harm to the Firm. If
position information of aur clients became publicly available, this could threaten
confidentiality and thereby threaten the ability of our clients to successfully pursue the
trading strategies reflected by this information. These negative effects would, in turn, impair
the Firm'’s relationship with its clients. The Subject Information reported on Form 13F must
be kept confidential to avoid the competitive and other harms noted above.

This letter describes the business units in the Firm, portions of whose trading strategies or
client information are reflected in the positions reperted on the Form 13F: three US equity
trading units, one convertible arbitrage unit, one additional arbitrage unit, and one
customized derivatives unit. All of these business units have been described previously by
the Firm in prior letters requesting confidential treatment for Form 13F filings with the
Commission, and in telephone calls with the Commission’s staff, held in connection with
those letters and at the staff's request.'

US Equity Units

Three of the business units whose paositions are reported on the Form 13F essentially rely on
the same trading strategy. This strategy is a quantitative, market-neutral, US equity trading
strategy. Traders of the business units that employ this strategy generally do not deterrnine
the particular stocks and the quantities of such stocks that should be traded to implement
the strategy. Instead, positions are largely determined by a mathematical model, which
takes into account certain factors relevant to the equity market. The Firm'’s researchers have
identified such factors over time and through detailed analysis of market information. The
disclosure of the Subject Information creates two main risks for the US Equity Units: (1)
competitors could learn which factors the underlying trading strategy analyzes and relies
upon and thereby “reverse engineer” this trading strategy, and (2) competitors could use the
Subject Information to verify their approximations of this trading strategy.

' See letters from 1. E. Shaw & Co.. LP., dated February 23, 1996, May 14, 1996, August 13, 1996, November 13, 1996, February 10, 1997,
March 31, 1997, and May 15, 1997 regarding the Firm’s requests for confidential treatment of Forms 13F. The Firm further discussed
its concerns in telephone calls with Eric Freed, Daniel Burton, Judy Gechter, and Karen McMillan, of the Division of Investment
Management's Office of General Counsel. Subsequently, the staff approved the Firm's requests for confidentiai treatment of :ts Form
13F filings for the quarters ended December 31, 1995, March 31, 1996, June 30, 1996, September 30, 1996, and December 31, 1996
{letters from Daniel Burton, dated October 31, 1996 and April 25, 1997).
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By analyzing the positions reported in the Subject Information, quantitative competitors of
the US Equity Units could isolate factors upon which the underlying trading strategy relies
and thus “reverse engineer” significant parts of this strategy. The type of information that we
report in the Form 13F is not available publicly, and the Firm dedicates much time and
expense to preserving the confidentiality of such information. Consequently, a competitor
trying to isolate from publicly available market data the factors upon which the Firm relies
would need to engage in years of research and spend significant amounts of money to
develop a similar trading strategy. However, if a competitor were permitted access to the
Subject Information, such access would permit a competitor to avoid waiting years to
develop this trading strategy and to obtain the benefit of the Firm’s research without bearing
its costs. Moreover, the use of this trading strategy by others would severely reduce the
ability of the Firm to employ the strategy and thus would result in competitive harm.

Further, if competitors collected the Firm’s Form 13F filings each quarter, they could obtain
substantial information about the US Equity Units’ trading strategy and, with such a large
base of information, readily verify their approximations of this strategy. Since a single Form
13F filing by the Firm may list more than 700 equity positions, our competitors could arnass
much information to use for this verification. The competitive harm noted in the previous
paragraph would be exacerbated by the Firm's competitors’ ability to verify their
approximations of the US equity trading strategy.

Convertible Arbitrage Unit

The Firm's Form 13F also reflects the positions of the Firm's Convertible Arbitrage Unit,
which relies largely on a convertible arbitrage trading formula. Convertible arbitrage, the
buying and selling of a convertible security and its underlying security, allows a trader to
profit from the two securities’ being mispriced with respect to one another. Arbitrage
opportunities generally disappear as soon as other arbitrageurs become aware of the
inefficiency—this may be within moments or months. The Firm’s arbitrageurs use a
proprietary trading model, based on years of research and market exploration, which often
identifies inefficiencies among “obscure” securities. As a result, the arbitrage opportunities
in which we invest may last for months. During this period, the Firm can continue to exploit
its identification of these inefficiencies (which the Firm regards as confidential and
proprietary intellectual property) and increase its positions in an identified arbitrage.”

2
One additional position reported on the Form 13F is held by another business unit, which trades securities similar to those Leld by
the Convertible Arbitrage Unit.
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The Firm'’s success in convertible arbitrage has inspired much curiosity among the other
participants in this specialized market. The discovery by our competitors of cur convertible
arbitrage positions reported on the Form 13F would have four particular types of competitive
harm. This discovery would, as further outlined below, (1) hinder the disposition of
securities positions held in the strategy, (2) defeat future arbitrage opportunities in specific
securities, (3) defeat the Firm's ability to employ its model by giving competitors the
opportunity to “reverse engineer” it, and (4) allow competitors to verify their “reverse
engineering” efforts. .

First, since the Firm participates in a given arbitrage typically for at least several months, the
information available in our recent Form 13F filings would convey our trading model’s
current convertible arbitrage selections, notwithstanding the 45-day delay between the Form
13F filing deadline and the report date. Knowledge by our competitors could severely
impair, if not paralyze, the Firm's ability to dispose of such current positions effectively.
Many of the particular securities traded by the Convertible Arbitrage Unit are retatively
“obscure” and illiquid. If competitors become aware of our positions in these securities they
could (and actually would be expected to) engage in trading to hinder the Firm's ability to
liquidate these already “difficult to liquidate” securities. You have indicated to us that
confidential treatment has historically been granted during “programs of disposition”, since
awareness of the intent to dispose of a given security can adversely affect the security’s
liquidity and thereby hinder the seller’s ability to dispose of it profitably. We believe that
much of our Convertible Arbitrage Unit's trading falls under this historical basis for granting
confidential treatment.

The second type of competitive harm that would result from publication of the Subject
Information concerning our Convertibie Arbitrage Unit’s positions is that competitors would
be able to defeat the Firm’s ability to pursue future arbitrage opportunities in the particular
convertible securities reported. Competitors would establish positions in these securities,
which would cause the prices of these securities to adjust to eliminate further arbitrage
opportunities, and/or competitors would alter the natural price discovery process in
securities markets by making purchases and sales that anticipated dispositions of securities
by the Firm to liquidate or adjust its positions or that anticipated acquisitions of securities by
the Firm to establish or adjust its positions.

Third, by analyzing the positions reported in the Subject Information, competitors could
gain broader insight into our convertible arbitrage selection model by gaining insight, for

example, into certain classes of securities, historically isolated by this model for arbitrage and
from which the Firm continues to profit. The type of information that is on our Form 13F is

CONFITENTIAL
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not available publicly, and the Firm devotes significant time and expense to preserving the |
confidentiality of such information. Because the Subject Infermation filters out much of the
irrelevant information present in publicly available market data, our competitors, if allowed
access to the Subject Information, could “reverse engineer” parts of our Convertible
Arbitrage Unit's trading strategy without engaging in the years of research, and undertaking
the expense, that would otherwise be necessary te develop this strategy. Our competitors
could unfairly obtain the benefits of the Firm'’s research without bearing its costs. Thus, the
use of the Firm's proprietary arbitrage selection model by other arbitrageurs would further |
cause competitive harm to the Firm by defeating the availability to the Firm of arbitrage

opportunities in the general classes of securities isolated by its selection model and thereby

prevent the Firm from continuing to employ this model profitably.

Finally, as is also the case with the positions of the Firm’s US Equity Units, if competitors
collected several of our Form 13F filings, they could amass substantial information about the
Firm's convertible arbitrage strategy and, with such a large collection of position
information, readily verify their approximations of our strategy. The competitive harm noted
in the preceding paragraph is exacerbated by other arbitrageurs’ ability to verify their
approximations of the Firm’s convertible arbitrage strategy.

Additional Arbitrage Unit

An additional arbitrage unit (“Additional Arbitrage Unit”) whose positions are reported on
the Form 13F relies on a trading strategy that involves the arbitrage of US securities against
various other instrurments. Traders in the Additional Arbitrage Unit generally do not have
discretion as to the particular stocks and the quantities of such stocks that should be traded
to implement the arbitrage strategy. Instead, positions are largely determined by a
mathematical model, which takes into account certain factors relevant to the US securities
market. This model generates proprietary, theoretical price valuations, which, in turn,
determine trading decisions.

The discovery by our competitors of the Additional Arbitrage Unit’s positions, reported on
the Form 13F, would cause two particular types of competitive harm to the Firm. This
discovery waould, as more fully cutlined below, (1} defeat the Additional Arbitrage Unit’s
ability to employ its model by giving competitors the opportunity to “reverse engineer” it,
and (2) allow competitors to verify their “reverse engineering” efforts.

tcomply/form13F/2q97_ confid_request.l.doc 08/13/97  3:26 PM Page 5
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By analyzing the positions reported in the Subject Information, in conjunction with certain
external information {such as subsequent market activity}, quantitative competitors could
"reverse engineer” significant parts of the Additional Arbitrage Unit's trading strategy. If
competitors “reverse engineered” the trading formula, they could defeat the Firm's ability to
employ this formula profitably because they could use the formula to assume arbitrage
positions in advance of the Firm. Moreover, by gaining access to the Subject Information,
competitors would be able to avoid spending the time and money invested by the Firm to
initially develop the Additional Arbitrage Unit. In effect, by "reverse engineering" the Subject
Information, competitors could obtain the benefits of the Firm's research without bearing its
costs while simultaneously defeating the Firm's ability to use its own proprietary research
profitably.

[n addition, if competitors collected the Firm's Form 13F filings each quarter, they could
amass substantial information about the additional arbitrage strategy and, with such a large
base of information, readily verify their approximations of this strategy. The competitive
harm noted in the previous paragraph is exacerbated by competitors' ability to verify their
approximations of the Additional Arbitrage Unit’s trading strategy.

Customized Derivatives Unit

Another business unit whose positions are reported on the Form 13F is the Customized
Derivatives Unit. With regard to activity that results in reportable positions, the Customized
Derivatives Unit primarily writes a specialized type of over-the-counter call option to a
relatively small number of clients (currently 10 to 15), who have tended to hold positions for
several months to a year. The Firm is one of a handful of firms that deal in this particular
investment product. The Customized Derivatives Unit takes long securities positions
exclusively as a hedge against its clients’ option positions; therefore, its equity holdings
directly reflect its clients’ positions. As more fully discussed below, clients of the Customnized
Derivatives Unit tend to have specialized interests, are generally aware of each other’s
interests, and typically are known by other Customized Derivatives Unit clients to transact
business through the Firm. Therefore, clients of the Customized Derivatives Unit would be
able to determine each other’s positions from the Subject Information, if such information
were made available to them.

[ME;F_ ]5{
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The Firm therefore believes that disclosure of the Customized Derivatives Unit’s positions on
the Form 13F would have two deleterious effects. Such disclosure would (1} threaten the
confidentiality of our clients’ positions, and (2) motivate clients to cease doing business with
the Customized Derivatives Unit once their confidentiality had been threatened.

The Firm’s customized derivatives clients generally expect, and at times specifically request,
that the Firm keep their position information confidential. In general, clients of the
Customized Derivatives Unit are investors who are also members of the same social
community, one which shares certain philosophical tenets that appear to be reflected in the
clients’ investment philosophy. Thus, the clients often are interested in investing in
companies or industry sub-segments that operate in areas or manners consistent with the
clients’ philosophical views. In addition, the clients are often interested in the same or
similar specialized investment products and typically have been referred to the Firm's
Customized Derivatives Unit by other Custornized Derivatives Unit clients. While our
derivatives clients may discuss with other members of their community various companies
or industry sub-segments which might be of interest to them, our clients generally do not, to
the best of our knowledge, discuss with other members of their community the names or
amounts of securities they actually purchase, the timing of such purchases or the exercise or
other disposition of positions held, and often have represented to the Firm that they do not
want their positions (and thus the investment decisions reflected thereby) made known to
others. However, because customized derivatives clients generally are aware that they each
transact business with the Firm, they would be able to determine one another's positions
from the Subject Information, if such information were made available to them.
Furthermore, in the past, the Commission staff has granted confidential treatment to all of
the Firm’s positions reported in the Subject Information. [n light of this fact, and assuming
that the staff continues to grant such confidential treatment to similar positions held by the
Firm, the Firm's Customized Derivatives Unit positions would be reported in isolation on the
Form 13F, making the customized derivatives clients’ positions that much more apparent.
Since the Customized Dertvatives Unit’s clients typically hold positions for at least several
months, the information available in our recent Form 13F filings would convey our
individual clients’ current holdings, notwithstanding the 45-day delay between the Form 13F
filing deadline and the report date. Public availability of the derivatives unit's positions on
the Form 13F would compromise the cenfidentiality expected by, requested by and due our
clients.

Further, if the Firm were unable to prevent disclosure of the Customized Derivatives Unit’s

holdings—and thus unable to prevent disclosure of its derivatives clients’ positions—clients
might cease to do business with the Firm. Therefore, disclosure of the Subject Information
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could severely damage this specialized business, which the Firm's Customized Derivatives
Unit has developed over the past several years, and cause competitive harm to the Firm.

For the above reasons, the Firm requests confidential treatment of the Customized
Derivatives Unit's positions on the Form 13F.

This request for confidential treatment is motivated by two factors. First, the Firm seeks to
protect its intellectual property from those quantitative firms, like ourselves, that pursue
highly specialized areas of research and employ sophisticated techniques of data analysis.
Since the Firm depends heavily upon complex, quantitative trading, the competitive harm
potentially caused by making public the Subject Information is expected to be extensive. If
the Firm's confidential and proprietary information were acquired by others from the
Subject Information, the Firm would expect, among other things, to suffer losses, to be
unable to profitably pursue many trades determined by the Firm's trading models, to suffer
the devaluation of such trading models and to lose the benefit of years of research. In
addition, the Firm believes that such a result would, among other things, discourage others
from engaging in research to determine latent market inefficiencies.

Second, this request for confidential treatment seeks to protect the interests of the Firm's
clients. These clients have no interest in having their position information publicly known.
In the case of the Firm's Customized Derivatives Unit, the Subject Information could directly
reflect the individual positions of the Firm's clients. Therefore, if the Subject Information
were made public, this would threaten the confidentiality of our clients and the relationships
we have built with them.

The Firm takes all reasonable and lawful measures to protect the confidentiality of
information regarding the Firm's intellectual property and other proprietary information,
including its trading positions, by, among other things, entering into confidentiality
agreements with certain employees, dealers and counterparties; limiting information
provided to certain owners of the Firm; and refraining from any public discussion of such
information. Similarly, the Firm takes all possible measures to protect client confidentiality.
The Firm therefore respectfully requests confidential treatment of the information on the
Form 13F.
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The Firm's trading strategies and models have been and are expected to be used for an
extended period of time. In addition, the Firm’s derivatives clients will continue to expect
that information on their positions be kept confidential. Therefore, the Firm's request for
confidential treatment is being made for a period of one year. 1t is our belief that, after a
one-year period, we will make a further request for confidential treatment, unless, for
example, the Firm’s current trading strategies will have changed sufficiently to render
disclosure of the Subject Information relatively innocuous.

[n accordance with paragraph b(2){iii) of Rule 24b-2, the Firm consents to the furnishing of
the confidential portion of the Form 13F to other government agencies or bodies and to the
- Congress. This material is not being filed with any exchange at this time.

Again, please note that, as described above, we have requested confidential treatment of this
letter.

We thank you for your time and consideration in reviewing this request for confidential
treatment. Please feel free to contact the undersigned at 212-478-0612 should you have any

questions or require additional information.

Very truly yours,

‘ /L‘Q(-"W < QQEL@L\

/‘ Gabrielle Preiser
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