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COWM TTEE SUBSTI TUTE FOR HOUSE BILL NO 83(JUD)

"An Act relating to certain federal statutes, regulations,
presidential executive orders and actions, and secretarial
orders and actions; relating to the duties of the attorney
general ; and providing for an effective date."

- MOVED CSHB 83(JUD) OUT OF COWM TTEE

COW TTEE SUBSTI TUTE FOR HOUSE BI LL NO. 69(JUD)

"An Act exenpting certain firearns, firearm accessories, and
ammunition in this state from federal regulation; declaring
certain federal st at ut es, regul ati ons, rul es, and orders
unconstitutional under the Constitution of the United States and
unenforceable in this state; providing crimnal penalties for
federal officials who enforce or attenpt to enforce a federal
statute, regulation, rule, or order regulating certain firearns
and firearm accessories in this state; and providing for an
effective date.”

- MOVED SCS CSHB 69(JUuD) OUT OF COW TTEE

HOUSE BILL NO. 9

"An Act relating to secured transactions under the Uniform
Commercial Code and to the regulation of funds transfers,
including remttance transfers, under the Uniform Conmerci al
Code and federal law, and providing for an effective date."

- HEARD & HELD

SENATE JUD COW TTEE -1- April 3, 2013



SENATE BI LL NO. 65

"An Act relating to property exenptions for retirenment plans,
individual retirement amending Rule 64, Alaska Rules of Gvil
Procedure, and Rule 301(a), Alaska Rules of accounts, and Roth
IRAs; relating to transfers of individual retirement plans;
relating to Evidence." the rights of judgnent creditors of
menbers of |limted liability conpanies and partners of limted
l[iability partnerships; relating to the Uniform Probate Code,
i ncludi ng pleadings, orders, liability, and notices under the
Uni form Probate Code and the Al aska Principal and |nconme Act,
the appointnent of trust property, the Al aska Uniform Prudent
| nvestor Act, co-trustees, trust protectors, and trust advisors;
relating to the Alaska Principal and Inconme Act; relating to the
Alaska Uniform Transfers to Mnors Act; relating to the
di sposition of human remains; relating to the tax on insurers
for life insurance policies; relating to insurable interests for
certain insurance policies; relating to restrictions on
transfers  of trust i nterests; relating to discretionary
interests in irrevocable trusts; relating to the community
property of married persons; and

- HEARD & HELD
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W TNESS REG STER

JI M POUND, Staff
Representati ve Wes Kel |l er
Al aska State Legislature
Juneau, Al aska

PCSI TI ON STATEMENT: Opposed t he proposed anendnent to HB 83.

DEBORAH BEHR, Chief Assistant Attorney General

Legi sl ati on and Regul ati on Section

G vil Division

Departnent of Law

Chair

Al aska Uni form Law Del egati on

Nati onal Conference of Conm ssioners on Uniform Stat
Juneau, Al aska

e Laws

PCSI TI ON STATEMENT: Provided supporting information related to

HB 9.

STACY SCHUBERT, Director

Government Rel ations and Public Affairs

Al aska Housi ng Fi nance Corporation (AHFC

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 9.

ERI C HAVELOCK, Multifam |y Underwiting Supervisor
Al aska Housi ng Fi nance Cor poration

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 9.

LUKE FANNI NG, Vi ce President

First National Bank Al aska

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 9.

CHAD HUTCHI NSQN, St aff

Senat or John Coghi | |

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Provided infornation related to SB 65.

DAVI D SHAFTEL, Attorney
Anchor age, Al aska
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PCSI TI ON STATEMENT: Provided information and answered questions
related to SB 65.

ACTI ON NARRATI VE

1:46:52 PM

CHAIR JOHN COGHI LL <called the Senate Judiciary Standing
Commttee neeting to order at 1:46 p.m Present at the call to
order were Senators Dyson, Wel echowski, and Chair Coghill.

HB 83- FEDERAL LAWS & EXECUTI VE ORDERS

1.47.22 PM

CHAIR COGHI LL announced the consideration of HB 83. "An Act
relating to certain federal statutes, regulations, presidentia
executive orders and actions, and secretarial orders and
actions; relating to the duties of the attorney general; and
providing for an effective date."

He rem nded the nmenbers that CSHB 83(JUD), version O was before
the commttee and a notion to adopt proposed Anmendment 1,
| abel ed 28-LS0328\ 0. 1 was awai ting action.

1:47: 44 PM

JIM POUND, Staff, Representative Wes Keller, sponsor of HB 83,
drew attention to a report from the Departnment of Law that
di scusses legal actions against the federal governnent since
2008. He relayed the bill sponsor's opinion of the anendnent,
which is that it is unfriendly and unnecessary. M. Pound said
he personally believes it is an effort to delay the |egislation.

1:48: 39 PM
SENATOR WELECHOABKI called a point of order. He said the
statenent is offensive, and if he wanted to delay the bill he'd

wal k out of the neeting because he was naki ng the quorum
CHAI R COCGHI LL cautioned agai nst reading in notives.
MR. POUND apol ogi zed.

MR. POUND reported that the Department of Law advised that the
amendnent does not affect the fiscal note. He said he believes
that current statutory language in AS 44.23.020(b)(7) (A nakes
t he anendnent unnecessary. That | anguage tal ks about an annual
report to the legislature from the attorney general about the
work and expenditures of the office. He further opined that the
i ssue of the anmendnent was of little concern to nost |egislators
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and could be brought up during finance subcomittees under
m ssions and neasures. He asked the conmittee to reject the
amendnent .

1:49:58 PM

SENATOR W ELECHOWBKI countered that the anendnent sinply asks
the attorney general to provide a sumary of the litigation
between the state and the federal governnment, a discussion of
the legal 1issues, the <cost of the <case, and the fina
di sposition. He said it 1is good governnent to have this
information and every |egislator should be interested in having
it.

CHAIR COGHI LL said he was synpathetic to the anmendment, but
woul d vot e agai nst it based on t he bill sponsor's
recommendat i on.

1: 52: 08 PM
A roll call vote was taken. Senator Welechowski voted in favor
of Amendnent 1 and Senators Dyson and Coghill voted against it.

Therefore, Amendnment 1 failed by a 1:2 vote.
CHAIR COCGHILL solicited a notion.

1:53: 22 PM

SENATOR DYSON noved to report CSHB 83(JUD), version O from
commttee with individual recommendations and attached fiscal
not e(s).

CHAIR COGHI LL announced that w thout objection CSHB 83(JUD)
moved fromthe Senate Judiciary Standing Conmttee.

HB 69- EXEMPT FI REARVMG FROM FEDERAL REGULATI ON

1:53: 59 PM

CHAI R COGHI LL announced the consideration of HB 69. "An Act
prohibiting state and nunicipal agencies from using assets to
inmplenment or aid in the inplenmentation of the requirenments of
certain federal statutes, regulations, rules, and orders that
are applied to infringe on a person's right to bear arms or
right to due process or that inplenent or aid in the
i npl enentation of the federal REAL ID Act of 2005; exenpting
certain firearns, firearm accessories, and ammunition in this
state from federal regul ati on; declaring certain federal
statutes, reqgulations, rules, and orders unconstitutional under
the Constitution of the United States and unenforceable in this
state; requiring the attorney general to file any legal action
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to prevent inplenmentation of a federal statute, regulation,
rule, or order that violates the rights of a resident of the
state; and providing for an effective date.™

He noted that the Senate commttee substitute (CS), version I,
was before the conmttee.

1:54: 36 PM

REPRESENTATI VE M KE CHENAULT, sponsor of HB 69, stated that he
may not agree wth everything in the current CS, but he
under stands the concerns the conmmttee and the attorney genera
have with the | egislation.

CHAIR COGHI LL said the commttee heard some vehenent opposition
to the changes, but he continues to feel they are inportant. He
solicited a notion.

1: 56: 02 PM
SENATOR DYSON noved to report Senate CS for CS for HB 69(JUD),
version |, from commttee wth individual recomendations and

attached fiscal note(s).

CHAI R COGHI LL announced that w thout objection, SCS CSHB 69(JUD)
noved fromthe Senate Judiciary Standing Commttee.

1:56: 34 PM
At ease

HB  9- SECURED TRANSACTI ONS AND FUNDS TRANSFERS

2:00: 07 PM

CHAIR COGHI LL announced the consideration of HB 9. "An Act
relating to secured transactions under the Uniform Conmerci al
Code and to the regulation of funds transfers, including
remttance transfers, wunder the Uniform Conmercial Code and
federal |law, and providing for an effective date."

2:01:14 PM

REPRESENTATI VE MAX GRUENBERG Al aska State Legislature, sponsor
of HB 9, stated that this legislation is inportant and tine
sensitive, because July 1, 2013 is a nationwide effective date.
The bill updates two articles of the Uniform Commercial Code
(UCC). These are Article 9 on secure transactions and Article 4A
on funds transfer. He reported no opposition to the bill.

2:03:21 PM
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DEBORAH BEHR, Chief Assistant Attorney Ceneral, Legislation and
Regul ation Section, Civil Division, Departnent of Law, and
Chair, Alaska Uniform Law Del egations, National Conference of
Comm ssioners on Uniform State Laws (NCCUSL), Juneau, Al aska,
said the Alaska statutes assigned DOL the duty of pronoting
uniform laws in Alaska where uniformty anong the states is
inmportant. The state has been a nenber of the Uniform Law
Comm ssion for over 100 years. She described the Uniform Law
Comm ssion as a states' rights organization, in which states
meet annually to propose uniform solutions to state |egislatures
to address conmon problens where uniformty across state |ines
is desirable. One area is conmerce.

Because busi nesses buy and sell products and borrow noney across
state lines, all the states have adopted the Uniform Comerci al
Code (UCC) to ensure reliability and predictability of business
transactions. The purpose of the bill is to update two articles
of the UCC. These pertain to Article 9 on secure transactions
and Article 4A on funds transfer.

She highlighted four mjor changes and provided exanples. The
first amendnent to Article 9 deals with msspellings of nanes.
She explained that she and her husband are in the process of
buying a car. As part of the process, they got a |oan and gave
the creditor a security interest in the car in the event of
default. The UCC conmi ssioners have found that nanes are
sonetimes msspelled in these docunents and this nakes it
difficult for the creditor to recover the asset - the car in
this exanple. To address this problem the UCC has recommended
that all states create a safe harbor for creditors if they |ook
at the person's current driver's license or state ID card. This
is a protection to the consunmer as well.

M5. BEHR said the second update to Article 9 nmkes changes to
the definition of "registered organi zation."” For exanple, if she
were to obtain a loan to start a small business in Anchorage
called Behr's Bikes to sell bikes in Alaska, Wshington, and
Oregon there would be a question about where the security
agreenent would be filed. This update says that the date and
| ocation where the business was formed determ nes where those
docunents will be filed. In this exanple it would be in Al aska.

The third update to Article 9 relates to "after acquired
property."” Using the same exanple of Behr's Bikes in Anchorage,
she hypothesized that she noved the business to Arizona,
purchased additional nerchandise, but kept the sanme |oan. The
legal issue that arises in this circunstance is where the
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creditor would look for that security agreenment. This anmendnent
says that the creditor may rely on the filing in Al aska for four
months. She noted that 36 states have adopted these three
changes and they're pending in 13 nore jurisdictions.

M5. BEHR said the final changes relate to remttance transfers
in UCC Article 4A. She noted a letter of support in the packets
from the Al aska Bankers Association and explained that it's
of ten unclear whether these electronic transfers are covered by
state or federal law. The Article 4A changes have been passed by
14 jurisdictions and are pending in 21 jurisdictions. She noted
that the packets included a sectional analysis of HB 9.

SENATOR W ELECHONSKI asked if there would be a wal k-through of
the bill.

CHAIR COGHILL stated his preference to take testinony first.

2:11: 02 PM

STACY SCHUBERT, Director, Government Relations and Public
Affairs, Alaska Housing Finance Corporation (AHFC), explained
that AHFC uses Article 9 of the Uniform Commercial Code in
securing sone collateral when financing nultifam |y projects.
The collateral for things like kitchen appliances and furniture
is perfected through the recording of a UCC financing statenent.

She said that HB 9 will enhance AHFC s secured position in two
ways. It wll provide greater guidance as to the nanme of the
debtor on the financing statenent and it wll provide greater

protection for an existing secured creditor when the debtor
noves to another state or nerges with another entity. She noted
that M. Havel ock coul d answer technical questions.

CHAI R COCGHI LL asked where that provision was in the bill.

M5. SCHUBERT said she didn't have a copy of the bill in front of
her .

CHAI R COGHI LL asked M. Havelock if he could identify where that
provision was in the bill.

2:13: 03 PM

ERI C HAVELOCK, Multifamly Underwiting Supervisor, Al aska
Housi ng Fi nance Corporation, said that M. Schubert was talking
about the sections that nmake changes to Article 9, and
Representative Guenberg could identify the exact location in
the bill.
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2:13:42 PM

LUKE FANNING Vice President, First National Bank Al aska, said
he was representing the Alaska Bankers Association (ABA) in
support of HB 9. It provides necessary anendnents to Articles 4A
and 9 of the Uniform Commercial Code. This legislation is
necessary to address anendnents nade in 2010 to Article 9 of the
UCC. HB 9 also clarifies the relationship between UCC Article 4A
and the federal Electronic Funds Transfer Act. If the bill is
not passed this session, Alaska will be inconsistent with the
financial practices in the rest of the country. Failure to pass
the bill could result in additional costs and uncertainty for
Al aska busi nesses and financial services customners.

CHAIR COGHI LL noted that Paula Kelsey from the Departnent of
Nat ural Resources (DNR) was avail able to answer questions.

2:16:19 PM
CHAI R COGHI LL asked Ms. Behr to explain the process to get a UCC
law i n place and where there was potential for nodification.

M5. BEHR explained that the Uniform Law del egates neet annually
to discuss potential changes in an open process. The banking
community and consumer groups help develop the bill and then it
is recomended to state |egislatures, as she is doing today. She
said it is wunusual for the commssioners to reconmend a
particular date, but for secure transactions it is very
inportant in that things happen on the sane date. Alnost all the
states have adopted or have this |egislation pending.

CHAIR COGHI LL asked where the suggested changes fit in the
articles.

M5. BEHR said they apply to Article 9 and Article 4A
CHAI R COCGHI LL asked M. Henning if he had anything to add.

MR. HENNI NG expl ained that the Uniform Law Comm ssion and the
American Law Institute develop the UCC articles in a deliberate,
open process, and nmake reconmmendations to the states. They are
not law. He explained that a major revision of Article 9 of the
UCC becane effective in all the states on July 1, 2001. The
provisions in HB 9 are technical <clarifications of those
revisions. They seek to resolve the practical problens facing
| enders and borrowers in the marketplace. He highlighted that
the legislature has the full authority to nodify the UCC
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recommendati ons enbodied in HB 9, but it would put Al aska out of
step with other states.

2:22: 09 PM
M5. BEHR provided the follow ng sectional analysis of HB 9:

Sections 1 and 2 address the anendnents to Article 4A to
mai ntain coverage under state Jlaw for certain types of
remttance transfers in comrercial transactions. The banking
comunity supports this |anguage.

Sections 3 through 7 wupdate definitions in Article 9 of the
Uni form Commercial Code relating to secured transactions. Sone
changes update |anguage on electronic comerce to conply wth
the Uniform Electronic Transactions Act. Qthers reflect updates
on certificates of title and recognize that there are
alternatives in other states. Sections 5 and 6 recognize that
there are new business organizations in Alaska and other states
that are not formed under the corporation |aw, but are forned

under other process of Alaska law such as limted liability
conpanies. If there is confusion about the official nane, the
names on record wth the departnment of comerce wll Dbe
exam ned.

Section 8 sets out a general test to denonstrate who owns
el ectronic chattel paper.

Section 9 mmkes a technical change and recognizes in statute
that designating a state of location of an organization or
agency includes the | ocation of the honme office.

Section 10 makes technical changes to conform to the revised
definition of certificate of title.

Section 11 relates to when a debtor changes |ocation from one
state to another. It provides a four-nonth grace period for
after-nmove acquired collateral that current law provides for
pre-nmove col |l ateral

Sections 12 and 13 nmke technical changes in | anguage to conform
to other provisions of the Uniform Comrercial code, Article 9.

Section 14 addresses the priority of security creditors. These
techni cal changes protect the new priority rule in the bill.
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Sections 15 and 16 clarify that a secured party that takes an
assignment of a paynment as collateral for an obligation may use
t he renedi es under Article 9.

Sections 17 through 19 provide clarity on the name of the debtor
to be used in a financing statenent for different types of
debtors, such as registered organizations, trusts, decedent of
estate, or individual debtors.

Section 20 mekes technical changes to conform to the new rules
governi ng individual debtor names on financing statenents.

Section 21 nmakes a technical change to parallel other provisions
of the section. The change is needed for ease of admnistration
by filing offices.

Sections 22 through 24 change the term "correction statenent" to
"information statenment” to avoid giving the inpression that a
filing of the statenent has a legal effect of <correcting a
problem The changes also allow a secured party of record to
file an information statenent regarding a filed record if the
secured party believes that the person that filed the record was
not entitled to do so under Article 9. Wthout this change, only
a debtor could file such a statenent.

Section 25 says that in order for a secured party to record an
affidavit to facilitate foreclosure on a nortgage serving as
collateral for a prom ssory note, the secured party nust state
in the affidavit that the nortgagor is in default.

Sections 26 sets out an applicability provision for the Act.

Sections 27 through 33 set out transition provisions for the
Act .

Section 34 instructs the Department of Natural Resources (DNR)
on i nplenentation of the Act.

Section 35 provides a savings clause for an action, case, or
proceedi ng commenced before July 1, 2013.

Section 36 provides an imediate effective date of these
i nstructions.

Section 37 provides an effective date of July 1, 2013 for the
Act. This avoids inplenentation issues across the states.
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2:29:23 PM
MR. HENNING said that many of the provisions resolve mnor
anbiguities or address definitional changes.

CHAIR COGH LL stated that he would hold HB 9 for further
consi der ati on.

2: 30: 58 PM
At ease

SB  65- RETI REMENT PLANS; ROTH | RAS; PROBATE

2: 35: 57 PM

CHAIR COGHI LL reconvened the neeting and announced the
consideration of SB 65. "An Act relating to property exenptions
for retirement plans, individual retirement accounts, and Roth
|RAs; relating to transfers of individual retirenent plans;
relating to the rights of judgnent creditors of nenbers of

l[imted liability conpanies and partners of |imted liability
partnerships; relating to the Uniform Probate Code, i ncluding
pl eadi ngs, orders, liability, and notices wunder the Uniform

Probate Code and the Alaska Principal and Inconme Act, the
appointment of trust property, the Alaska Uniform Prudent
| nvestor Act, co-trustees, trust protectors, and trust advisors;
relating to the Alaska Principal and Inconme Act; relating to the
Alaska Uniform Transfers to Mnors Act; relating to the
di sposition of human remamins; relating to insurable interests
for certain insurance policies; relating to restrictions on
transfers  of trust i nterests; relating to discretionary
interests in irrevocable trusts; relating to the community
property of married persons; and anending Rule 64, Al aska Rules
of Cvil Procedure, and Rule 301(a), Al aska Rules of Evidence."

CHAIR COGHI LL noved to adopt the proposed conmttee substitute
(CS), |abeled 28-LS0473\O. He explained that it renoves what was
Section 37 in version C, and asked if there was objection.

SENATOR W ELECHOWSKI asked what Section 37 did.

2:37:41 PM

CHAD HUTCHI NSON, Staff, Senator John Coghill, sponsor of SB 65,
explained that Section 37 anmends AS 21.09.210(m). He read the
subsection (n) as foll ows:

(m The tax inposed under this section for a

single [AN INDIVIDUAL] life insurance policy or for a
group or other type of policy that insures the life of
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one or nore individuals shall be conmputed at the rate
of

(1) 2.7 percent of policy year prem um up
to $100, 000; and

(2) one-tenth of one percent of policy
year preni um exceedi ng $100, 000.

MR. HUTCHI NSON deferred to Beth Chapman or David Shaftel to
expl ain what that nmeans and why it was elim nated.

CHAIR COGHI LL said the policy call was to avoid the fiscal
i npact this year.

MR. HUTCHI NSON agreed, and added that it could be taken up in a
separate bill in the future.

2:38:51 PM

CHAIR COGHI LL found no objection and stated that version O was
before the committee. He directed attention to the new fiscal
note, and stated his intention to take action on the bil

t onor r ow.

2:39:46 PM
MR,  HUTCHI NSON addressed the question Senator W el echowski
raised during the last hearing regarding the single subject

rul e. He explained that he corresponded wth  Senator
W el echowski's office and sent a | egal opinion that was prepared
by Representative Thonpson for House Bill 292. It was introduced

| ast year and was substantially simlar to SB 65. M. Hutchinson
said he, too, reviewed the opinion and cross-referenced the
cases stated in the menorandum on the Westl aw dat abase.

He highlighted that the single subject rule has a broad
interpretation, and an act generally qualifies under the rule as
long as there is a l|logical connection or popular understandi ng.
The Al aska Suprene Court has heard eight of these cases and
seven were deened to have qualified because of the broad
interpretation. The case that did not qualify under the single

subject rule tried to include both oil taxes and a clean
el ection program He opined that SB 65 would qualify because the
subjects all address trusts and famly or estate financial

pl anni ng matters.

2:42:16 PM

SENATOR W ELECHOWBKI said the opinion that Legislative Lega
Services issued certainly raises the question about whether the
bill violates the single subject rule. He suggested the
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committee could manage the risk by renoving the offending parts.
He warned that sonme attorney would challenge it if there was a
| ot of noney invol ved.

2:43:49 PM

DAVI D SHAFTEL, Attorney, Anchorage, Al aska, said the group of
estate planning attorneys and trust officers that has worked to
inprove the laws in this area has received simlar opinions from
Legislative Legal Services nearly every time a bill like this
has been introduced. One particular attorney feels an obligation
to bring the issue up because it 1is a possibility. M.
Hut chinson and other attorneys believe that it won't be a
problem and the Suprenme Court has taken a broad view on these
chal  enges. He acknowl edged that there was a snmall risk that
some attorney would nake an argunent in the future, but it
wasn't a realistic concern. The bill has 17 subjects but they're
all related to famly and estate pl anning.

2:48: 02 PM
CHAI R COGHI LL asked if he had been working in this venue for 16
years.

MR. SHAFTEL clarified that he began working with the |egislature
in 1997, but he's been practicing in Al aska for about 40 years.

CHAI R COGHI LL asked if the single subject rule had al ways been a
topi ¢ of conversation.

MR. SHAFTEL said yes.
CHAI R COCGHI LL asked if there had been a court chall enge.

MR. SHAFTEL said not in the area of estate planning and estate
and trust adm nistration.

SENATOR W ELECHOWSKI said it's a risk but he wouldn't push it
any further.

2:50: 10 PM

CHAIR COCGHILL said he intended to have a sectional analysis at
t he next hearing.

He held SB 65 in conmittee.

2:53: 15 PM
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There being no further business to cone before the commttee,
Chair Coghill adjourned the Senate Judiciary Standing Conmmttee
meeting at 2:53 p.m
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